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Our goals, our values and our logo
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Our goals
To provide an open and transparent requlatory regime for the
accounting profession in serving the public interest.

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 modernize our operation and to build on our success as
an efficient and communicative organization 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 symbolize
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.

Hong Kong Institute of

CPA Certified Public Accountants
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Teamwork in the pursuit of excellence creates outstanding
performance in all organizations, as with the Hong Kong
Philharmonic under Maestro Edo de Waart. In this annual report,

the visual narrative is of an orchestra. Like musicians, professional
accountants work individually and collectively to achieve their best.
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The Hong Kong Institute of CPAs has chosen this year to showcase

the many talents of our members through an analogy with a

symphony orchestra. Before you ask what music and accountancy
have in common, consider this:

Both disciplines pursue best practice, the encouragement of new
ideas and their incorporation into a venerated tradition. Both
require training, teamwork, communication, thought leadership and

peak performance.

When a conductor beats time and directs an orchestra, the work
presented flows forth as the effort of many — from the composer to
the musicians, to the patrons and benefactors. For a performance
to lift and inspire the audience, music must adhere to a strict and

rational discipline.

Accounting, too, has its own kind of music. Inspired and driven

by a diverse body of regulated code and self-administered rules of
common practice, accounting requires crucial decisions governing
performance. The profession demands a vast array of talent from its
members, and many forms of expertise. Accountants and musicians
must train for years to achieve their full potential and they share

a meticulous attention to detail, broad knowledge of their fields,
sensitivity to their audiences, and a consuming desire to make every
performance their best.

Accountancy requires practice in vast ensembles in the form of
audits of multinational companies or smaller companies serving

niche markets.



B At AR ARS8 DA SO 2% 2 P 0 e AR A > TE N4
P BEAR R L 32— R o RH DA A SR AR I L
A R o R AR SRR T AR R BT A B BE )
TiY 3 77 THT PR SRR > R A SR A
A AT A FY o

A4 TR B 1 A SRR R B BRI DA — B ek
HAIE o A E I S R BRI P A S A 508 A
F o DRI S P M P B ST T T ke o RO 5 b B S
WHEEE A > A AL B S AR R

SH S AERCHEBEEREE - R R e 2k
L o A RO A R A H R P AR o AU A
B 51 B 1 B R R S U B I > R RN A A BRI
W QR AR R R A B AR - SELOERIE > 2
IR R BN B 2 IR RT 7 AR S RE R AR AN > A 2 1
At EoF 2 IR 0 PO R R o % AN 2 R A BT ] IR e 4%
KANAS [5] i 38 5k 785 B 4 7 A4 5 o

S EMRMNETE - #H2 AL RAHEE TH
BHRBA > A F O — RS R g
S [ B AL o

Accounting works from a body of knowledge — a text — just as

orchestras work from a musical score. Interpretation lies within the
bounds of best corporate governance and it requires the judgement
that can only come from collective knowledge, and this knowledge

emerges from professionals dedicated to the profession.

We have signed agreements with the mainland to share this body
of knowledge as the profession there seeks to join the international
profession in speaking the same language. We are also helping
groom the elite of the profession by offering our qualification

programme in Beijing.

This year, the Hong Kong Institute of CPAs fully converged with
international accounting, auditing and ethical standards — our ruling
body of knowledge. We were among the first in the world to do so,
confirming our leading role in contributing to world convergence of
financial reporting standards. We have also succeeded in introducing
at the same time the Small and Medium-Sized Entities Financial
Reporting Framework, a basis for simplified financial reporting
standards aimed at smaller groups, one of the few in the world that
have addressed the financial reporting needs of large and small
enterprises in parallel.

'This year, the Hong Kong Institute of CPAs has solidified its position
as one of the world’s leading accountancy bodies through the work

and dedication of our members, our volunteers and our staff.
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Highlights — 2006
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Founded, along with eight other world leading accountancy
bodies, the Global Accounting Alliance. It is an important new
coalition of accounting institutes based in major capital markets

Consolidated our entire operations and created a new training
centre in substantially expanded premises that offer better facilities

to members and stakeholders

Membership increased three percent and students registering
for our qualification programme (QP) increased 50 percent over
last year

Reached the final step of full convergence with international
standards on financial reporting, auditing and ethics with full
market acceptance

Introduced our revised practice review procedures, moving from a

sample-based to risk-based review

Financial Reporting Council Bill passed on 12 July 2006 at
LegCo, which completed the Institute’s four-year campaign for

regulatory reform

Hosted the “China and Global Capital Markets” conference with
the Institute of Chartered Accountants in England & Wales,
demonstrating how the profession can collaborate and support
Hong Kong’s capital market and the influence of the accounting
profession on the mainland

Hosted the IAASB, IFAC SMPC and IFAC SMP Asia Pacific
Symposia in Hong Kong
Issued important new standards and guidelines on investment

circulars

Announced the Institute’s “future strategy on setting Hong Kong
Financial Reporting Standards” post-international convergence in
p g p g

a widely circulated information paper

Drafted the Institute’s latest five-year plan, setting out our
medium-term strategy

Signed a joint statement with the China Accounting Standards
Committee noting that China’s accounting standards have
achieved substantial convergence with Hong Kong Financial
Reporting Standards

Signed a memorandum of cooperation with the Shenzhen
Institute of CPAs to promote greater cooperation between
Hong Kong and Shenzhen practising firms
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Conducted a practice management survey of our small and

medium sized practitioners: For the first time, this gives these
firms reliable information to help them set financial goals and
measure performance

Set up a remuneration committee to oversee and advise on human

resources policies and practices

Made our qualification programme (QP) available to mainland
candidates in collaboration with the Beijing National

Accounting Institute

QP became the preferred professional accountancy qualification
for Hong Kong university graduates

Re-positioned the QP by developing a new logo, visual identity
and brand vocabulary, creating the Institute’s first sub-brand

Signed mutual examination paper exemptions with the
Chartered Institute of Management Accountants and entered
into new recognition arrangements with Association of
Chartered Certified Accountants

Rebranded our subsidiary as the Hong Kong Institute of
Accredited Accounting Technicians Ltd. (HKIAAT)

HKIAAT signed its first reciprocal membership agreement, with
the Association of Accounting Technicians, United Kingdom

Conducted an in-depth review of the HKIAAT’s examination
structure and syllabus content with the view to establishing a new
qualification framework for AATs in Hong Kong

Expanded the “Rich Kid, Poor Kid” community education
programme for kids and their families. As of September 2006,
the road shows for teenagers had reached 3,327 secondary

school students

Published 7he May Moon Money-Wise Box Set to teach children
and their parents basic money management: May Moon and the
Secrets of the CPAs is the first-ever money book for kids aged eight

to 12 from the profession
Introduced the May Moon story to primary school students
throughout the territory

Raised the Institute’s profile on important issues such as the
proposed goods and services tax, liability reform, and our role in

China’s convergence project.



Membership statistics
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As of 19 September 2006 the Institute had 26,047 members. The following charts profile our membership:

BE-TTRFNALEREE
Current year at September 2006
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Membership number and designation Occupation

2006: 26,047 (2005: 25,371)

IEf%

Industry and commerce 12,478 48%
CHEES

Public practice 6,488 25%

BREHEW
FCPA 4,020 15%

HiiT%
Others 3,800 15%

DHERBUTH#E

= Public sector 1,900 7%
CPA 22,027 85%
BRAIRARM
Retired or not specified
1,381 5%
F# O BESTEIERAEE RER
Age distribution Number and types of member practices

2006: 1,363 (2005: 1,323)

7,000 1,400
6,243

6,000 5534 5,632 1,200 =ETESE
' Firms 1,157
5,000 1,000
4,000 800 .
3,271 BE
3,000 600 B EE Sole
e Corporate proprietorships
2,000 400 practices 954
1,658 1372 506
1,000 200 a%
Partnerships
0 203

298 AT 30-34 3539 4044 4549 5054 55mELE
29 or under 55 or above

F#rAge

2888 Number of members
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Past five years
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Membership growth
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The Hong Kong Institute of Certified Public Accountants is
Hong Kong’s only statutory licensing body of accountants with
over 26,000 members and more than 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 postgraduate qualification programme,
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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Council

BERE (BRERRMUEIER)
BITABNRE  UREEREZENESEK
23 members including President and two Vice Presidents
Carries out the objects of the Institute and oversees
the management and control of the Institute

5 EZEEEE {TBUAB R R M E1E e oy
. . ; : J6fEHEEZEE
5 statutory committees Chief Executive & Registrar 36 non-statutory
AMRHERERESS EEEZEREEEASNERER committees
e Chief Executive & Registrar
HEEZZES Delegated day-to-day management
FAENA from the Council
#wEvE |
Registration & practising committee N
Practice review committee Secretariat
Investigation panel BE-—EEEAA=1+H: 1M78ET
Disciplinary panel 30 June 2006: 117 staff

TS REMEERAE
CE&R's office

Head of compliance . :
P Executive director
& general counsel

Executive director

B &% BB BEYER
A EER K =5 BEE 28R BRAERIET BEERE HROKFER BEEH 3Z3
Mainland & Operation &  Communications Compliance Member Standard Specialist Quality Admission Student
international finance services setting practices assurance education &
relations training

Hong Kong
Institute of
Accredited
Accounting
Technicians
Limited

BEMEET
HEERAE
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RPEZHE : BRR - Keith Pogson ~ 58 ~ REIR - B2 ~ 3k - RER(ER) REB(TRARRIMED) - HHES - BEZ - TFEE - Paul F. Winkelmann - ZHEIE

Front row from left: Wilson Fung, Amy W.S. Yung, Sir C.K. Chow, Doug Oxley, Carlson Tong (Vice President), Mark C. Fong (Vice President), Edward K.F. Chow,

Paul M.Y. Chow, Dr. Cho Lung Pui Lan, Stella, Albert S.C. Au and Susanna Chiu

Back row from left: Chew Fook Aun, Keith Pogson, Gordon W.E. Jones, Patrick K.W. Chan, Sophia Kao, Tsai Wing Chung, Philip, Paul M.P. Chan (President),

Winnie C.W. Cheung (Chief Executive & Registrar), John C. Poon, Paul K.K. Cheng, Lucia Li, Paul F. Winkelmann and Ronald Kung
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Composition of the Council 2006

Elected members

Paul M.P. Chan (President) FCPA
Mark C. Fong (Vice President) FCPA
Carlson Tong (Vice President) FCPA
Albert S.C. Au FCPA

Patrick K.W. Chan FCPA

Susanna Chiu FCPA

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

Ronald Kung FCPA

Doug Oxley FCPA

Keith Pogson CPA

Tsai Wing Chung, Philip FCP4
Paul F. Winkelmann FCPA

Amy W.S. Yung FCPA

Immediate past president
Edward K.F. Chow FCPA

Appointed members
Sir C.K. Chow

Paul M.Y. Chow
Sophia Kao

John C. Poon

Co-opted members
Paul K.K. Cheng FCPA
Chew Fook Aun 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 Council
Chief Executive & Registrar
Winnie C.W. Cheung FCPA4



Secretariat

BB BB - RED - TARE - REH

BHLE  RRE - BEX - BRE - ®REE  2HR - BE8F - BEH

Front row from left. Patricia McBride, Georgina Chan, Mike Li and Edwin Cheung

Back row from left. Michael Chan, Peter Tisman, Patrick Tam, Winnie C.W. Cheung, Gary Wong, Mindee Hansen and Tony Harrod

THBHREREE Chief Executive & Registrar

R Winnie C.W. Cheung

BITHEES Executive Director

G $23 Georgina Chan

REBTERERES Head of Compliance & General Counsel
HHGE Tony Harrod

AT 4RRS Director, Standard Setting

EEN Patricia McBride

BROKFEZBR Director, Quality Assurance

BRACkE Michael Chan

HIESRAE Director, Specialist Practices

L 1LD'e Peter Tisman

BAZERIEIEE Director, Student Education & Training
oy N Mike Li

o B X B PR R R 4B B Director, Mainland & International Relations
W Patrick Tam

EERBHEE Director, Member Services

B i U Gary Wong

EERITEE Director, Operation & Finance

R Edwin Cheung

- Bkl Director, Communications

SR Mindee Hansen
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President’s report
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Dear members,

As the forces of globalization exert their impact on all aspects
of the financial and business world, members of Hong Kong’s
accountancy profession are turning to opportunities that reach

beyond the city.

Hong Kong continues to bolster its reputation as an international
financial centre. Previous records were broken in the first six
months of 2006 when new listings on the Hong Kong exchange
rose by 72 percent: H-share companies accounted for 90 percent
of this total. The Hong Kong exchange is the eighth largest in
the world in terms of market capitalization and ranks fourth in
terms of funds raised during 2005.

An important reason why Chinese companies are attracting
incredible amounts of capital is not just the huge commercial
potential, but also the belief that mainland companies are playing
by the proverbial rules of international capital markets. This
means improving standards and in this respect your Institute has
contributed a great deal. This year we reached a milestone when
we signed a joint statement with the Ministry of Finance’s China
Accounting Standards Committee, recognizing the substantial
progress made to date in China’s convergence with international
standards — and so, by definition, with our Hong Kong Financial
Reporting Standards.

Another reason has been the ways our members do business in
China. I speak from the heart here as one who for many years
has been involved in forging relationships and doing business

with our mainland friends.
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Our membership plays a significant role in bringing international

practices to the mainland, which accelerate the development of

its accountancy profession and its economy.

It is not just the big stock listings; all our members are actively
involved in or are potentially part of the equation to sustain
China’s growth. Members in businesses with mainland dealings
play a very significant part, and increasingly so do small and
medium practitioners as the wave of foreign businesses going
into China extends to medium sized or family-run businesses.

The Institute demonstrated its international leadership with

an unprecedented gathering of professionals, financiers and
regulators at the “China and the Global Capital Markets Forum”
in May 2006, a conference hosted by us and the Institute of
Chartered Accountants in England & Wales.

Senior government officials, representatives from international
standards setters and regulators, commentators, academics, global
investors and Chinese enterprises active in international capital
markets gathered to address issues ranging from global standards
setting and regulation to public trust and confidence in

financial reporting.

We held this conference because of the central role played by
the accounting profession in the evolution of the capital markets
in this fast growing economy. In doing so, we showed that your
Institute is the leader in this part of the world and has taken a
global perspective for the profession.

17
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Our new collaboration with other world-class accounting bodies
to found the Global Accounting Alliance (GAA) is another
example. The GAA represents more than 700,000 professional

accountants working on five continents and in the world’s main
developed markets. The GAA membership works together to

set the highest standards for professional education, services,
international membership support, and addresses issues aftecting

professional accountants in leading financial markets.

Your Institute hosted the IFAC SMP Global Forum in July,

giving us the opportunity to help this important constituent of

our profession from 35 countries to share knowledge, experience
and concerns, and to explore ways of mutual support. In another
development, our immediate past president, Mr. Edward Chow, has
been named chairman of the IFAC PAIB committee next year.

'This year, we will lead a delegation of prominent accountants
and will meet with high-level Chinese leaders to discuss matters
important to the profession. These meetings will present our
profession as a strong profession. This will occur at the same
time we open our Beijing office, which will bring us closer to
our mainland counterparts and enable us to better support our

students and members in this region.

By working more closely with our colleagues in other major
markets, we are speaking with one unified voice on issues
important to our members, such as professional standards,
liability reform, oversight and regulation. This unity allows us
to contribute to the profession as well as influence issues of

importance to us.
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That said, right now, our profession is exposed to undue risk and

this must be mitigated by reforming professional liability laws.
We suffered a temporary setback in April when the government
informed us it would not pursue liability reform during the
remaining term of the HKSAR Chief Executive. However, we
have not given up. We continue to press the government and
explain how Hong Kong runs the risk of falling behind other

capital markets by not offering our professionals protection.

With a much stronger regulatory regime, including the
establishment of the Financial Reporting Council and the
revamp of our disciplinary process, and our achievement in
controlling the quality of entry into the profession, we have
accomplished a great deal in keeping the CPA designation
relevant and valuable. This should help us capture and hold public
trust and confidence.

'This year, our qualification programme became the most popular
professional accountancy programme for Hong Kong university
graduates, and we started to take on mainland students through
our collaboration with the Beijing National Accounting
Institute. To help with the professional training of these young
accountants, some of our member firms have placed mainland

students in internships in Hong Kong.
We also finished the long process of benchmarking overseas

qualifications against our QP this year, concluding our
evaluations of most of the overseas qualifications being offered
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in Hong Kong. We have recognition agreements satisfactory to

each body and we may now look forward to an era of unity and

cooperation in the profession.

We have boosted our community responsibilities through our
“Rich Kid, Poor Kid” programme, which is exceedingly popular
and we are recruiting ever greater numbers of Accountant
Ambassadors to keep up with the demand for roadshows to
secondary schools. Schools from elsewhere in Asia have shown
interest in borrowing the “Rich Kid, Poor Kid” programme, and
the project has been featured widely in the media as far away

as Finland.

The May Moon Money-Wise Box Set has captured the imagination
of people on every continent as compliments and requests to
copy the book continue to roll in from all over the world. We

are currently working on proposals to introduce May Moon to a
global readership, and The May Moon Money-Wise Box Set is now
available to a global online marketplace through Amazon.com.

We moved offices this year and for the first time we have a
centralized location for all our training — and space we can hire
out to members and other parties. This move gives another boost

to our strength.
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We have drafted the Fifth Long Range Plan, which will set the
direction of the Institute until 2011. The five pillars of the plan

are upholding the values of accountancy, leading the profession in
Hong Kong, contributing to the development of the profession
in the mainland, influencing the future of the global profession
and contributing to the development of Hong Kong as a leading
financial centre.

I would like to thank my fellow Council members and in
particular my two vice presidents, Mark Fong and Carlson Tong,
for their support over the past year. As I mentioned when taking
office, the year has been one of collective leadership, and I'm
happy to note that many of the good decisions from Council are

the result of collective wisdom and efforts.

I would also like to thank the many members who serve on

our committees and other Institute stakeholders for their
contribution and support. We could not have possibly achieved so
much without their many hours of work.

I would also like to thank the secretariat for their hard work.
My particular appreciation goes to Chief Executive & Registrar
Winnie Cheung. With her clarity of purpose and exceptional
dedication, Winnie is ringing in the changes that contribute to
our high professional standing in the global field of accountancy.

Paul M.P. Chan

President
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Dear members,

The Hong Kong Institute of CPAs is a different organization in 2006.
Over the past few years, the Institute has pushed boundaries and
expanded its horizons to take its place as one of the world’s leading
accounting bodies.

The Institute has become known for its excellent service to members,
its world class qualification programme, its groundbreaking
communications and its role as one of Asia’s professional leaders.

'This year the Institute, along with eight of the world’s most highly
regarded accountancy institutes, founded the Global Accounting
Alliance to serve accountants working in sophisticated financial
markets. This speaks volumes about how we are regarded by our
peers. The alliance is already bearing fruit through reciprocal
membership benefit offerings in nine of the world’s main business
centres, including Hong Kong.

We have moved our headquarters to make enormous improvements
in the facilities in which we offer our member and student services.
We now have 50,000 sq. ft., more than double our past space, in
which our members can join in continuing professional development
and fellowship. The proceeds from the sale of all of the Lippo offices
paid for more than half of the Wu Chung premises, and the rest was
paid out of reserve, loan and utilization of cash flow. The Council
believed that as the largest professional body in Hong Kong, the
time was right to expand our space and we had the financial strength
and resources to do it. We turned our idle reserve into gainful assets
that all members can use and enjoy.

One reason for this necessity is that our qualification programme
became the preferred accountancy qualification for Hong Kong’s
new university graduates and post-qualified CPD gained paramount
importance in keeping up with rapid change. This is positive proof
that we have succeeded in our mission, set out 13 years ago in our
third long range plan, to make our QP a postgraduate qualification.
In late December 2005, we also began offering QP on the mainland
with the encouragement of the Ministry of Finance and the Chinese
Institute of CPAs.

Our fifth long range plan, which sets the course for the Institute
between 2007 and 2011, is highly ambitious and yet within our
ability to achieve. In order for our professionals to keep pace with
Hong Kong’s influence as a major capital market of the world, the
Institute needs an ambitious agenda and the endorsement of every
member for that agenda. We welcome your feedback.

We have accomplished several important milestones to
strengthen the profession. First, we have fully converged with
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international accounting, audit and ethics standards, thereby
helping our members speak the same language as accountants all
over the world and making sure that financial statements prepared
in Hong Kong are comparable among many jurisdictions.

Coupled with this, we have completed the regulatory reform
programme we started four years ago: In July 2006, the Financial
Reporting Council Bill was passed at the Legislative Council.

The FRC will take over the investigation of irregularities in the
financial reporting of listed companies and will have greater power
and authority than the Institute to perform this role. We are a
funding party to the FRC and with it in place, we are reviewing our
regulatory procedures, including our disciplinary proceedings. Our
aim is to be an effective regulator and a complementary regulatory
partner to the FRC.

Another regulatory development is strengthening the way we
handle complaints. We have created a process that is fair and
effective as proven by the record number of cases we have reviewed

and our backlog is gradually being cleared.

Our revised practice review programme, whereby all practices go
through the desktop review programme and are chosen for on-site
review based on risk rather than random selection, is now in place.
Our members are ready and prepared for these changes as top
class professionals.

These changes, along with increased participation of non-
accountants in our ruling body and investigation and disciplinary
committees, open up our governance while giving the overall
regulation of financial reporting more strength.

'This year, the Institute has invested in order to take the Institute to
the next plane: We have changed the organization in order to better
support members and their standing in the community and the
overall, global profession.

Changing our governance and operational structure and increasing
our financing are the next steps in order to allow the Institute to
support the promises it has made to you as members, the profession
as a whole and the community in which we live and work. We are
counting on our members to endorse and champion this direction
for the profession and Hong Kong. In this way, we can keep our
progress steady and sure.

Winnie C.W. Cheung
Chief Executive & Registrar
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Perfect pitch: Concert halls are designed to support the performance
of the musicians playing on-stage. The Institute’s infrastructure serves
this same purpose.
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Great music needs a great venue. A space that inspires the link
between the performers, their music and their audience. A place
that unites musicians and their conductor in a harmony of shared
purpose, and that uplifts the spirit with soaring performances.

One of our greatest achievements this year has been to create
such a space. Our specially-designed new offices in Wu Chung
House offer a vastly improved environment that encourages
dialogue between our members and the Institute, producing an
atmosphere in which exchanges, and imaginative and original
thoughts can spring to life. By bringing our stakeholders together
in a stirring space, amazing things happen.
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Office and facilities
Increased pressure on resources led us to search for a unified space
which would accommodate our members’ conversations with each

other and with us.

In 2005 we found and purchased two floors in Wu Chung House.
The relocation to Wu Chung took place in two phases during 2006
and, since 1 July 2006, the whole of the Institute’s operations has
been housed under the same roof.

Some of the most important features of the new premises include:

* Total Institute office space has more than doubled, rising from
20,000 sq. ft. to nearly 50,000 sq. ft.

* We now have our own on-site training centre, enabling us to
centralize all training in the heart of the Institute. When not
being used by our members or students, these superb facilities can
be sub-let

* We have created wonderful new facilities for members, including
a members’ lounge and an extensive library. We tested the
members’ lounge during the World Cup finals in June, when more
than 30 people came in the small hours of the morning to cheer
for their favourite team

* 'The office features a dedicated boardroom equipped with state-of-
the-art multi-media, video and audio conferencing facilities. These
have been used extensively in bringing together our highly-mobile
Council and committee members for meetings

* Our conference and meeting rooms can accommodate large-scale
international events and activities, as we have done with the IFAC
small and medium-sized practitioners regional forum.

During the year, we sold the Institute’s premises at the fourth floor
and unit 803 in Tower II, Lippo Centre.
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Automation of operations

To help all our stakeholders make the most of our new space, we
installed a wireless LAN, thus allowing members, students and visitors
access to the Internet through their laptops and PDAs within the
office area while restricting our Intranet access to the Institute’s staff.
'This advancement was featured in Enterprise Week magazine and in
the Hong Kong Economic Times ITR Times, showing the Institute in a
new way to a technologically-savvy audience.

We continue to develop web-based applications that can be accessed
anywhere, anytime — a factor that is increasingly important given
the mobility of our members and our Council and committee
representatives. They also form a component of our business

continuity plan.

New web-based applications include:

* i-Admin — handles human resources administration for the
Institute’s staff

* BizCM - enables membership and student records to be scanned
and stored electronically

* Membership Management System — comprises a membership
database, student database, firm database and annual billing (the
first phase of implementation starts in October 2006)

* e-Questionnaire — collects and analyzes information from CPA
practices for practice review planning purposes

* “Rich Kid, Poor Kid” road show enrolment — enables schools
and accounting ambassadors to enrol in the “Rich Kid, Poor Kid”
roadshow programme

* i-Meeting Rooms Booking — used by staft to book meeting rooms.
Also displays on-screen events and activities taking place in the
meeting rooms for visitors’ information

* MyCPA — a personalized web page for members.
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Human resources
Our success relies on our people’s hard work and inspiration. In return,
we take an active role in ensuring they benefit from their employment

with the Institute, and this year, we implemented these measures:

* We established a Remuneration Committee to have oversight
on pay, benefits and recruitment policies and advise on the best
human resources practices

* We commissioned a consultant to develop competency guidelines
for different grades of staff and a training programme aligned
with these requirements. The guidelines set out competencies and
expectations of staff at different grades and were introduced in
early 2006.

Finance

As guardians of Hong Kong’s financial treasure house, we hold
ourselves to the same high standards we expect of our members.
'This means we continuously improved our financial, budgeting and

control environment.

We introduced for the new 2006/07 financial year, a project-based
budgetary system that produces more accurate budgets and controls.
We bought a custom-made work-flow system to automate the

reviews and approvals.
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Musicians know that the smallest details can make a huge difference
to the audience’s interpretation of their performance. When
communicating the values and initiative of the Hong Kong Institute
of CPAs, all our channels are clean and clear, allowing us to clearly

articulate our complex messages.
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Conductors signal their musicians with the tweak of a finger, the
lift of an eyebrow, the arch of an arm. The musicians take these
cues to create a musical experience that stirs and lifts the audience,
communicating insight and feeling through the interlinked

performance of all its members.

At the Institute, we are working to make sure our messages are
being heard by our members in a way that moves and motivates.

We have sharpened our performance so a broader audience knows
and cares about the diverse talents of our members and their
contribution to Hong Kong. We have done this by making a number
of breakthroughs in the way the profession portrays itself as the
“success ingredient.”
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Brand building

'The communications team at the Institute not only supports the
work of other areas of the Institute, it creates ideas and campaigns
that take the lead, just as the soloist does in performance.

In our leading role, we have created some memorable ways of telling
the Institute’s — and thereby the profession’s — story.

* May Moon and the Secrets of the CPAs is a storybook explaining
money concepts to eight to 12 year olds. This book and its
companion volume, How fo Raise a Money-Wise Child, are
designed to make the profession’s skills relevant to all families.
The books were extensively covered in the news media, and
internationally, it has captured the imagination of people on every
continent as compliments and requests to copy the book continue
to roll in from around the world

* 'This lively story within a story uses colourful illustrations and
wise old CPAs (some of the Institute’s past presidents) to explain
to May that while money is important, it’s not the secret to
happiness. The May Moon Money-Wise Box Set is available to a
global readership through Amazon.com.

'The books are a part of the Institute’s push to help families manage
their money through every stage of life — our “Rich Kid, Poor Kid”
outreach programme. Another stream of the programme are the
road shows to secondary school students where our Accountant
Ambassadors teach teenagers the fundamentals of finance.
Secondary schools have clamoured for the programme because it

fills a gap in most schools’ curricula.

We introduced a brand sustaining advertising campaign in October
2005 comparing well-known success symbols, such as a medal, a
champagne cork and an emperor’s chop with the CPA logo as the
“success ingredient.” The campaign was part of the Institute’s “CPA
Day,” an anniversary created for the one-year mark of the Institute’s
re-branding. Other features of the anniversary were emails to
members, asking that they wear their pins on “CPA Day” and the
release to the media of our largest member survey to date: “CPA
Survey 2005 — the Pull from the North.”
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New positioning for the QP
To re-position the Institute’s qualification programme (QP) and

show its elite status in the world of accounting, we developed a new
logo, visual identity and brand vocabulary for QP. This important
step gives a new look and positioning to the QP and introduces QP
as the first sub-brand within the Institute’s overall brand architecture.
New corporate identity guidelines ensure the two logos are presented
together in the proper format, with one reinforcing the other.

To explain the new logo, we used a variety of channels depending on
our audience. For employers and members, for example, we created a
direct mail piece that shows how the pyramid shape was chosen for
the logo.

We introduced a series of advertisements running from July through
November 2006 to carry several messages: Accountancy is a
postgraduate profession like doctors and lawyers; a university degree
and the Institute’s qualification programme are the way to achieve
professional status, and through the Institute and our recognition
agreements, CPAs have unprecedented professional mobility around
the world.

For maximum impact on our audience of young people, we
sponsored The Apprentice to introduce the QP. A mix of fun and

serious advertisements ran on local television for four months.

All messages underscored the quality and mobility of the QP while
simultaneously reminding a general audience of the professional

status of accountancy.

When we introduced the QP in China in December 2005, we
took the opportunity to introduce the Institute to the mainland
accounting and business community, and communicated important
messages including the prestige, positioning and status of the QP.

Our annual report from 2004 clinched two awards from the
Hong Kong Management Association’s “Best Annual Reports”
competition — an honourable mention and citation for achievement

in corporate governance disclosure.
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Public relations
We've had some fantastic news to tell over this past year. We've been

working hard to make sure that this news is told in the right context
at the right time.

Telling the profession’s story is part of our job and this year, we
worked with the media to explain the profession’s view on liability
reform, the proposed goods and services tax consultation, accounting
convergence on the mainland, financial management for young

people and other initiatives.

* We commented on the government’s policy address in late
2005 and later, the budget, which received widespread coverage
and positioned the Institute as an influential voice within
the community

* In July, our chief executive and director of standard setting
talked to The Wall Street Journal Asia on a three-part series
discussing the substantial convergence of Chinese accounting
standards with international standards. The series illustrated
the importance of this development and showed Hong Kong’s
influence and involvement. We also held background interviews
with influential international media organisations including Z5e
Financial Times and Bloomberg

* 'The conference held in May 2006 in conjunction with the
ICAEW, “China and Global Capital Markets,” gave us the
opportunity to explain to the news media how we have influenced
China’s ability to emerge into the world’s capital markets

* Given our position as a standard setter, we used media attention
during listed companies’ first results announcements under the
tully-converged accounting standards to explain the new standards
and how they affect earnings. Through a series of interviews and
a workshop attended by more than two dozen reporters, the
Institute’s spokespersons were able to explain the standards to the

investing public
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* We have a stunningly varied and talented membership. In order

to show our members in the mode of “success ingredients,”
we convinced a local radio series to profile our members from
various backgrounds, giving the public a glimpse of the dynamic,
progressive and interesting people who comprise our membership

* Our work includes monitoring the media and analyzing
the reports regularly to ensure and check the relevance and
effectiveness of our media relations work

* 'The government announced a nine-month consultation on a
controversial goods and services tax in July 2006, to which the
Institute added comment through a news briefing and many
print, television and radio shows. The Institute’s widely reported
comments have advocated broadening the tax base, but have
cautioned the government to make provisions for the regressive
aspects of the tax

* Our respected “Best Corporate Governance Disclosure Awards”
continue to attract media attention. Our announcement this year
to include “H” share companies in our evaluation sparked wide
media interest.

Communication with members

Since 2004, we have opened two-way communication channels with
our membership, keeping them informed of our actions and plans
while paying attention to their valuable views.

* We continue to strengthen the technical substance, design and
layout, variety of content and readability of the Institute’s official
magazine, A Plus. We are receiving highly positive and favourable
feedback from members about 4 Plus, along with the occasional
piece of helpful criticism

* Our weekly e-circular, introduced in early 2005, enables us to keep
our members up-to-date on all issues and activities as they unfold.
We constantly monitor and upgrade the content and presentation

of the e-circular to ensure it continues to meet members’ needs
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* An electronic newsletter for Accountant Ambassadors keeps these

volunteers up to date on the latest initiative of the “Rich Kid, Poor
Kid” and other volunteer and charitable programmes

* We monitor the daily correspondence from members and
students, tracking enquiries and complaints as they flow to the
Institute and directing these to the officers responsible. In this
way, we see issues emerging and respond before they become crises
and quickly tackle problems and questions

* We conduct regular surveys of our members, asking their views
and opinions on matters affecting their professional standing and
broader economic issues. This allows our members to raise their
profile in the business community while gaining the Institute
invaluable insight into the way our members think.

Number of recorded emails of enquiries and complaints
(excluding regulatory complaints) managed between 19 October
2005 and 19 September 2006: 4,190

Community relations
Our role as the success ingredient extends beyond the business

world to Hong Kong as a whole. The Institute and its members are
vital to Hong Kong and we demonstrate this through our directed

involvement with community projects.

* Our “Healthy Budgeting Family Counselling Programme,” done
in cooperation with the Tung Wah Group of Hospitals, won a
prestigious award for the best partnership between the corporate
community and non-profit organizations. From this project, which
the Institute started in 2002 to help families hit hard by the Asian
financial crisis, the “Rich Kid, Poor Kid” project sprang
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* Our “Rich Kid, Poor Kid” financial management for youth

project has been an overwhelming success, surpassing even

our own high expectations. We have so far unveiled three
components of the project

To date nearly 3,000 students from 28 secondary schools have
heard the message of good financial management from 40
Accountant Ambassadors throughout Hong Kong. We have also
done a “virtual” road show with a secondary school in Malaysia via
the internet that received wide media coverage there

We introduced May Moon and the Secrets of the CPAs storytelling
sessions directed at children eight to 12 years old. Our Accountant
Ambassadors use a May Moon animation show, quizzes and
storytelling from the companion books encased in

The May Moon Money-Wise Box Set

We organized PlayStreet 2005 with Playright Children’s

Play Association. The 2005 event incorporated the financial
management theme for families. More than 8,000 people attended
this open-air event, with sponsorship from 42 accountancy firms
and commercial companies.

Current number of Accountant Ambassadors: over 800

Number of Accountant Ambassadors leading “Rich Kid, Poor
Kid” road shows: 61

Number of students and schools who have participated this year:
nearly 3,400 students from 28 secondary schools

News coverage: over 40 interviews and news reports
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Some of the services provided by our Accountant Ambassadors

include advising in the:

* Free Public Advisory Service Scheme (FPASS)

* Healthy Budgeting Family Counselling Programme

* Financial Consultation Scheme for University Students

* Building Management Resource Centre Duty Accountant project.

Other Accountant Ambassador projects include:

* Teaching English to secondary school students through the
English Plus programme

* Acting as mentors in the Millennium Entrepreneurship
Programme

* Taking part in field trips and seminars in the Green Leaders
Partnership programme and the annual Eco Business Awards

* Fund-raising for other local charitable bodies through major
charitable events.
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Through hard work, practice and discipline, Hong Kong musicians
are taking leading positions in the world stage, as is the Hong Kong
Institute of CPAs. Its members, through discipline and application,
have absorbed international standards into their work.
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Over the past few years, the Hong Kong Institute of CPAs has
become known for its strong regulatory position and has cemented

its reputation as a beacon of professionalism in Asia.

One force behind this is our embrace of international standards
in everything from accounting to assurance, and from ethics to
quality control.

We have raised the bar on our members’ performance and have
been working with them to make sure they know what to expect
while helping them make the changes they need to make and

monitor progress.

Educating our members and holding to rigorous professional
standards ensure our members stay firmly at the top of their
profession and fully deserve their designation as “success ingredients.”

'This year we were among the first of only 11 institutes from a field
of 159 worldwide to have our second phase of the “Statement

of Membership Obligations” accepted and published by IFAC.
Since the SMO Compliance Programme is part of the new global
regulatory regime for the profession, our quick acceptance speaks

well for our corporate governance.
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With accountancy as with music, quality depends on bringing
sections and functions together. Regulation melds individual
sounds into a performance that will please a critical audience.
The setting of standards is similar to composing a musical score.
Implementing the standards is similar to rehearsing, whereby our
members reach performance standard. Quality assurance tests our
performance, while compliance regulates those who do not reach

performance standard.

Standard setting

'This year marked our final step in our full convergence with
international standards with the issue of the Code of Ethics for
Professional Accountants in December 2005. As a result, our financial
reporting standards, auditing and assurance standards and the code of
ethics are fully converged with their international counterparts.

We are now playing the international score. And we have
contributed to its development through our international
representation and hosting this year the meeting of the International

Auditing and Assurance Standards Board.

'This year, we have helped members implement the new standards by:

* Running technical educational activities such as the TUE
programme and presenting seminars to external bodies

* Encouraging debate on standard setting issues by hosting two
HKEFRS forums, an industry forum and an auditing update

* Providing technical information through TechWatch on the
website and in A4 Plus

* Answering technical questions sent in by members

* Discussing our practitioner members’ use of standards and work

with other regulators.

As part of this international convergence process, we issued the
Information Paper “Setting of Hong Kong Financial Reporting
Standards.” This paper sets out our role in connection with HKFRSs
as encouraging and supporting Hong Kong’s interactions with

the IASB and assisting members and the reporting community in

understanding and applying HKFRSs.
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During the reporting period, we also:

* Issued over 30 new and revised standards, interpretations, and
exposure drafts

* Issued more than 15 comment letters on international proposals

* Worked directly with international standard setters, actively
raising issues of concern to Hong Kong.

We run a domestic standard-setting agenda in parallel with our

international convergence activities that also contributes internationally.

We developed the SME Financial Reporting Framework and
Financial Reporting Standard ahead of the IASB’s development
of its IFRS for SMEs draft standard and our guideline on Merger
Accounting is being used as the basis for developments in a

neighbouring jurisdiction.

Our activities this year directed solely towards domestic concerns

such as commenting on proposed regulatory changes and developing

local guidance for practitioner members included:

* Issuing a second standard and an accounting guideline to support
investment circular reporting

* Issuing three local final practice notes and one exposure draft of a
practice note

* Issuing an accounting guideline on merger accounting

* Working directly with local regulators on domestic issues.

We issued the Exposure Draft “Requests for Special Purpose
Reports,” which is designed to clarify the principal types of special
purpose engagements undertaken by practitioner members and the
practical issues that may arise. The report helps practitioner members
in accepting and completing these engagements and helps users of
their reports in developing requests for special purpose reports. We
are actively working with users of these reports and practitioner
members to develop a better understanding in Hong Kong of the
valuable role that practitioners can play beyond the statutory audit of

financial statements.

Practice review
We completed the final phase of the revised practice review

programme by issuing a second communication paper on the
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development of the revised practice review programme, self-

assessment practice review questionnaire and holding two forums.
Subsequently we issued revised Practice Review Statements and a
revised Practice Review Procedures Manual.

'The programme, with revisions, started in March 2006. The
self-assessment questionnaires were sent to practices with stock
exchange listed clients. To help these practices understand the
new questionnaires, we held two seminars for them in May and
August 2006.

Other aspects completed during the year included publishing
“A Guide to Quality Control” and holding workshops on the

same topic.

Monitoring professional standards

During the reporting period:

* 'The Professional Standards Monitoring Committee reviewed
52 sets of financial statements of listed entities and discussed 52
cases brought forward from 2005. Two cases were referred to
the Council for its consideration of constituting investigation
committees or referrals to the Disciplinary Panels

* We issued the Professional Standards Monitoring Committee
2005 Operations Report in June 2006.

Compliance

Regulatory reform

In 2003 we introduced the idea of establishing a Financial
Reporting Council to take over the role of investigating auditors of
listed companies. In July 2006, the Legislative Council approved
creation of the Financial Reporting Council, which we anticipate
will be operational in early 2007. The Hong Kong Institute of CPAs
is a funding party of the FRC, which is meant to strengthen the
regulation of the profession. Establishing the FRC is the final step
in the Institute’s regulatory reforms.

Complaints and referrals

For consistency, fairness and efficiency, we have reviewed the way we

handle complaints filed against our members.
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During the reporting period:

* We introduced a new filtering process that helps us screen out cases
that are considered to be frivolous, vexatious or outside our remit

* We established proper criteria for issuing disapproval letters. These
are issued to members against whom complaints have been upheld

but where the offences are not deemed serious.

We focused on completing old cases (complaints received before

1 January 2005) and complaints referred by regulators.

Percentage of old cases and referrals cleared during the year: 59%
Old cases: 21 of 33 completed
Referrals: 1 of 4 completed

New cases (complaints received on or after 1 January 2005)
Cases handled during the year: 99
Closed during the year: 60

Categories of complaints received

Non-compliance with professional
standards or statutory requirements: 45%
Negligence, misconduct,

dishonourable conduct: 20%

Improper advertising and
promotional activities: 20%

Others: commercial disputes, quality of
services and requests for assistance: 15%

Review results
Not pursuable — insufficient evidence to support allegation: 49

Not pursuable — complainee being a non-member: 19
Referral to Disciplinary Panels: 3

Letters of disapproval: 10

To direct practice review: 1

Total cases completed: 82

Statutory investigations

* 'The majority of Investigation Committee members (including the
chairperson) are non-accountants

* New investigation panels (panel A members are non-accountants

while panel B members are CPAs) were appointed by the



7 RHA) 235 B BOR K B R R NE - H AT
NERZFFNFENUA RBH/MIGR B RT TG -

FERRLHHHEZETHH 1
AT A LA R AEMRER : 16

#FB:BETEThe Stock Exchange of Hong Kong Litd. v. New
World Development Co Ltd. and others [ FACV No. 22 of
2005 ] RpIPRELRZETEIE [BE ] - EBBEE
B s AT CHALHEZEFR)FRES
Wt o

BB ROE M A T A HZ B W AR RCHAR P ok F R
JiR o RZ B R AR B o AR H AR AR
B3 1A AT S P9 R R A AR A O K T L s A A
A F B AIERE A ZOR B o MR E @ -

o TEFL 0T HE R A B A B
 TEANE UL T ZORERE R

o APAE R T EE @A

s BAMALEZE @A > I IEEERHE AT —J7 5
A

+ PR 0 S 6 7 PR S 40 3 3 T SO P P A D

O A A L SR R R 5 AT A IR A R O
R TIT h BE 5 A o 5 S b 422 SR B A o

B AHZ T RN E (B1FER) B hEMAL
TGRS 2 PAHEAT -

WA A AL ALA R B 2 JE et B > /NALB IR B 2 it
fill) 43 B BOR e B G R FAE — HRAL - AFH
ZRFNFEN A RN R B BT T i e

R = 7R R IEAE SR B
BB = 1653 M 5 IE AL pE Bl v

government and the Council respectively in January 2006. We held a

briefing session for the members of the new panels in April 2006.

Number of new investigation committees constituted
during the year: 1
Number of investigations in progress brought forward
from last year: 16

Disciplinary proceedings

'The Court of Final Appeal decision in The Stock Exchange of Hong
Kong Ltd. v. New World Development Co Ltd. and others [FACV
No. 22 of 2005] changed the law when it held that a Disciplinary
Committee is not a “court.” When this decision was handed down, we
were already reviewing the Disciplinary Committee Proceedings Rules.

'The court’s decision enables a Disciplinary Committee to adopt an

inquisitorial approach, which will give the chairperson flexibility

in conducting proceedings. Our goal is to have simple regulations

within broad parameters that meet the legal requirements for,

and standards of, fairness and natural justice. This will enable a

Disciplinary Committee to:

* Identify the issues at an early stage

* Ask for more information where appropriate

* Assess whether expert evidence might be required

* Make all witnesses those of the committee rather than of
individual parties

* Confine oral arguments to the issues identified in prior

written submissions.

A more flexible system should reduce the scope for technical objections
and the chances of failed prosecutions due to procedural defects.

The majority of Disciplinary Committee members (including the
chairperson) are now non-accountants and hearings are held in public.

New Disciplinary Panels (panel A members are non-accountants
and panel B members are CPAs) were appointed by the government
and the Council respectively in January 2006. We held a briefing

session for members of the new panels in April 2006.

Under old system: 7 cases in progress
Under new system: 16 cases in progress
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Considered performance: Conductors lead interpretations and new
works as does the Hong Kong Institute of CPAs, which shapes how
the profession, other players in the financial world and the public at
large think about important issues.
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‘Thought leadership, specialist practices and faculties

SRR Y » B R 5 MR AT AS (7] A o v 5 A
SRDU > 2o 5 G A AT 412 BRI P B S BRI 2 18 22 3 4 Bt i
BT ¥

B R Bl AR S A T AR A o (AR
21HEAL R R B > e A Yt A IE A S A > DL
dE M A A H BT A B2 A0 B AR R R SR ER 3 o

HAamE > RMBOTERRAMFERES  DIREA L%
BEAF AT A H - AU LR

T2 B R AT B > W R R E MG - &
AP I e B A ot S 7 A R RS i M i > AR EE
AR AN o MR WO B AR5 8 | o

B BoRHL > AFHE AR IIRE > ARIA T 15 B & B
PRI R PO S 1T 3 A B P AR > TR - SR RB P 3R
PETRTIRE > 38 R e Al DR AY € H e S 436 3 R Y
] I > 7 e Je A A1) iy 2 3¢ o

50

Music is a product of time, with different social and economic
conditions over the centuries providing the inspiration for new

compositions and new ways for musicians to interpret them.

'The art and science of accounting has evolved for more than 500
years. But from our vantage point in these early years of the 21st
century, the world of the professional accountant is rapidly changing

to adapt to our era’s phenomenally fast-paced business innovations.

At the Institute, we anticipate trends and consider how they
will affect our members, the accounting profession and the world

of business.

Through our thought leadership we shape and direct trends.
Our highly-regarded position in the international and local
accounting and business world means our voice is heard and

reflected in policy directions.

For our members, thought leadership means helping them make the
best use of their skills, and to adapt to shifting times by offering new
services to their employers, businesses and clients. This helps our
members better serve business while at the same time developing

their careers.
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Thought leadership

One of the most important threats of our times is terrorism. CPAs
have a role to play in creating and complying with anti-money
laundering and anti-terrorist financing regulations. During this
reporting period, we issued an updated technical bulletin on this
subject. This will be revised once legislation to implement the Revised
Forty Recommendations (40Rs) issued by the Financial Action Task
Force on Money Laundering (FATF) is introduced in Hong Kong.
As part of our leadership, we are continuing to hold discussions

with the government on how the Institute can help by monitoring

compliance by the accounting profession with the FATF 40Rs.

We continue to beat the drum on the importance of good corporate
governance. The annual Best Corporate Governance Disclosure
Awards, include for the first time a separate category for H-share
companies, a fact that was widely reported in the media when

the awards were announced. We have also adjusted the entry
requirements to accommodate the reporting timetables of more
public sector and not-for-profit bodies.

We have advocated the need for a broader tax base as a way of
reducing the volatility associated with over-reliance on property-
derived taxes and direct taxes paid by a limited number of taxpayers,
and to provide for Hong Kong’s long-term spending needs. We
participated in the review of the tax system which first proposed,
many years ago, that a goods and services tax be introduced, and again
in the 2001 consultation by the committee on new broad-based taxes.

'The government’s new public consultation document on GST
contained many of the Institute’s recommendations to the
government on the most suitable form of GST for Hong Kong,
including the type of tax, the rate, the notion of a revenue neutral
tax, and compensations for low-income households in the design
of the GST. However, we know that GST is a subject that stirs
strong feelings and, in September 2006, we held members’ forums in
English and Cantonese to sound out the views of our membership
now that the government has launched its consultation. We shall
continue to consult members before making our submission to the
government towards the end of this year.

51



AGFRERIMEEMBESHESE > BB RIFAE
BiR -

cBEEHFREFEGREBN _RRARRIAEE
[ 3 R 8E | mEA

© 2B AR KRB R A SR A IR AR /AL » W AR
R

o AFRRERIE R BB Bn e e gk LA SRR
B R A

o ARG ALEL (OECD) i I [ A 3645 16 1B o8 & e ) R 200
EL Y SE 1R

AEHRBN R EEREI BN S EgsHE - &

VR RARSLYE ~ dh i RBORER IR R B REon & - ?

HEHN > BMB T RERLI T RIS

o FRUEAT WOHE Rl 22 1 355

o FWA LB BB

o HM AR 2 A T 4

o #EfMt 25 Panel A Scheme &4 B2 € 51 A Y 4 R

o TEaKOREE ST (MR E) S

o ZERIFHAREBE 1E37) RH — ME 6

s NEER (WM~ — 3 MEHEEE] WZFFAN/
FLEEMBREARERE

o FMBEFRE R (W - —B - MEEABLH - AR
BB T B | AT ok

o BN EAE R MR R

o ZEFNAWA (Bl RS MR BRiFE

52

We continue to collaborate with other professional and regulatory

bodies to encourage good corporate governance:

* We were represented in the judging panel for the Hong Kong
Institute of Directors’“Directors of the Year Awards” in 2005 and
will be again in 2006

* We took part in the Financial Services and Treasury Bureau
Working Group on Corporate Governance and contributed to its
new ideas

* Institute representatives speak at influential seminars and
conferences on corporate governance related subjects

* We are a long-time contributor to the OECD Asian Corporate
Governance Roundtable.

We make numerous submissions on a variety of legislative,

consultative and policy proposals issued by the government and

regulatory bodies on issues affecting the accounting profession, the

economy and the community. During the reporting period, these

included the following submissions:

* Consultation on conditional fees

* Review of public service broadcasting

* On remuneration of liquidators in summary cases

* Criteria for registration as an insolvency practitioner under the
panel A scheme

* Deposit protection scheme (asset maintenance) rules

* Bankruptcy (Amendment) Ordinance 2005 — subsidiary
legislation

* Budget proposals 2006/07: “Clarity, consistency, certainty and
opportunity”

* Technical letter to the Financial Secretary: “Clarity, consistency
and certainty in the taxation system: The need to amend the
Inland Revenue Ordinance”

* Post-budget commentary

* Revenue (Profits Tax Exemption for Offshore Funds) Bill 2005
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N . . Funds issued in September 2006
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Corporate Conduct
+ TASB discussion paper on Management Commentary

A3 I SO * Securities and Futures Commission (SFC) consultation paper on
« et B A B ] R ) I A TR R ) Y AT A the regulation of sponsors and investment advisers

Akt PR * SFC consultation paper on possible reforms to the prospectus
* B G R AH A RA B BRI SEM R i SC regime in the Companies Ordinance
M — B—PHBREES - * Hong Kong Exchanges and Clearing discussion paper on the

Growth Enterprise Market

AEREN BBAF—HEABRERRERTBEME » * WTO - Further liberalisation of trade in services.

T 6 Al B A R AC B o AEDLZ AT > ARSI
R I T L ES R Our representatives met the Commissioner of Inland Revenue and

members of her staff in January 2006, then alerted members to

G B BB LT I AR T R T urgent matters prior to publication of the full meeting record, which

i was subsequently posted on our website.

WEe held liaison meetings with the Official Receivers Office (ORO)
on operational and procedural matters.

AAETHBUT R B A T Z TR %
IRRE2H > wiF

CMEFHENFZAT 'The Institute is represented on various advisory committees
cavlEMER R E R convened by government and other regulators, including:

« BUB 5 Wi 45 /AL * ORO users’ committee

o MRS BB R A SRR TR/ * Companies Registry users’ committee

o TE AT Rk /N o * Joint Liaison Committee on Taxation

* FSTB Corporate Governance Working Group

* Advisory groups on the rewrite of the Companies Ordinance.
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noting that it stands ready to implement the
government’s request for professional bodies to expand

their participation in shaping government policies.
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Specialist practices and faculties

As the profession matures and Hong Kong’s financial system grows

more complex, our members are seeking specific, high level training

ranging from discussions to specialist designations.

The Insolvency Practitioners Committee (IPC) has a group
working on the introduction of an insolvency faculty and a

specialist qualification/designation for insolvency practitioners in

Hong Kong. Detailed proposals will be submitted to the Council

towards the end of 2006.
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The Corporate Finance Committee is also working on proposals

for a specialist faculty and considering options for introducing a

corporate finance qualification.

The Taxation Interest Group (TIG), operating under the auspices
of the Institute’s Taxation Committee, held a number of discussion
forums on current tax issues. This interest group has proven itself
one of the Institute’s most popular, growing to 400 members in its

first year.

The Insolvency Interest Group (IIG), under the IPC, ran regular
seminars and hosted the Directors of INSOL International at IIG
annual cocktail reception, when the INSOL Board met in Hong
Kong. A joint working group with representatives from the I1G
and the Beijing municipal authorities organized a symposium in
Beijing on restructuring and sought to strengthen channels of

communication on cross border insolvency work.
A steering group is looking into the feasibility of a business

valuation specialization for accountants. Proposals are currently

being prepared.
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Musicians are often tutors, passing on their skills and knowledge.
Members of the Hong Kong Institute of CPAs are cultivating

outstanding accountants by improving the QP, guiding workshops
and overseeing the first few years of experience.

M Lo S
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Qualification and education

AGHEEZ— > EEWEEGITHENRIFIEREK o #53 We have a responsibility to shape the nature and future of the

A R E SRS (QP) s AR SEHT accountancy profession. Through our world-class qualification

T B ARG SR A o B A B R T R i B programme, we educate and mould would-be accounting

U EE R » s M 2 e R T R h B | o professionals, guiding them to develop the skills they need so that
their qualification is a “success ingredient” for their own careers.
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This responsibility extends to our counterparts in mainland China
— which is why this year we opened up our QP to young accounting
professionals in the mainland. Introducing the QP through the
Beijing National Accounting Institute shows our commitment to
training and developing the mainland’s accountants to the highest
international standards.

SR I > QPAE I BRI A % o P 8 2 T AR AR I o A

T RERILR I SZ 08 B HIE A Meanwhile, the global remit of our QP is on firmer footing. Our

qualification has portability to five continents.
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Membership admission and registrations

* 'The Institute admitted our 26,000" member in September 2006.
Our membership stands at 26,047. Other registrations, including
firms and corporate practices, maintain a healthy growth rate

* The number of international affiliates (who belong to professional
bodies that are full members of IFAC) admitted to the Institute
increased from 19 to 34

* A total of 478 candidates sat the practising certificate (PC)
examination. This tests the competence of candidates who
qualified through overseas bodies in meeting licensing
requirements to sign statutory audit reports

* Twenty-five people took the Institute’s aptitude tests in Hong Kong
law and Hong Kong tax. This tests the local knowledge of members
of overseas bodies wishing to be admitted as our members

* To better reflect the business needs of practising certificate holders
working in the mainland offices of Hong Kong CPA practices for
annual reapplications, we expanded the conditions under which
they can satisfy the “ordinarily resident” requirement

* We finished our review of the registration requirements and
procedures for membership admission, practising certificate issue
and CPA practice registration. We have introduced streamlined
procedures and strengthened vetting benchmarks. We have now
started the second phase of the project, reviewing the way we issue
practising certificates and their requirements

* We introduced an on-line resources centre, which includes past
examination papers and webcast videos of examination assistance

seminars for practising certificate examination candidates.

Professional mobility

Our members have the mobility to practise on five continents

through our recognition agreements. On top of the 10 agreements

already signed with accounting institutes in China, U.K., Australia,

New Zealand, South Africa and Canada, we signed two further

agreements in August and September 2006:

* New recognition arrangements with the Association of Chartered
Certified Accountants

* Mutual examination paper exemptions with the Chartered
Institute of Management Accountants.
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Qualification Programme
'This year marked a significant turning point for the QP as it

became the preferred professional accountancy programme for
2006 accountancy graduates. The QP is now firmly acknowledged
as the standard by which professional accounting qualifications are
measured, both at home and overseas.

We introduced a new logo for QP to better position the programme
as an elite qualification and associate it more closely with our

CPA brand. The logo reflects the fact that QP is built on the solid
foundation of a university education which, with the addition

of knowledge and practice, culminates in the apex of accounting
achievement — the CPA designation.

In an historic arrangement, this year marked the first time that QP
was offered directly outside Hong Kong. By making the QP available
in mainland China we are helping meet the nation’s booming
demand for accounting professionals while continuing to strengthen
and uphold the distinction and value of the QP. The QP is available
to top Chinese nationals who have membership in the Chinese
Institute of CPAs and who are highly proficient in English.

Adding to the prestige of QP this year are two prize donations
“Li Fook Shu Memorial Prize” and the “ICAEWY/Simon Morris

Memorial Prize” for the top candidates.

* During the reporting period, nearly 1,000 Hong Kong university
accountancy graduates joined the QP, for which we held three
orientation programmes

* We received more than 12,000 enrolments for QP modules
and the final examination, representing a 50 percent increase in
enrolments compared to the previous period

* We explained the advantages of QP throughout the year via talks
and exhibitions, advertisements in newspapers, television and
university publications, media interviews, visits to employers and a
direct mail campaign to overseas students
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Number of registered students

students receive and with this in mind, we started a QP workshop
quality assurance project to improve our workshops by training our
workshop facilitators. We have recruited three additional technical
staff to strengthen and develop technical support.

BIEAA

As of September 2006 2005 2004 2003 2002
EHEERERE QP 7,391 5,666 4,637 4,201 4,272
A EH/MEEHBR T E L JES/IES retainers 3,254 3,876 5,303 6,850 9,403
#8 Total 10,645 9,542 9,940 1,0511 13,675

SER B M2 E AR

Registered QP students completing the professional examinations

EE

Year 2006 2005 2004 2003 2002
~A June 305 182 121 148 29
+ = A December - 246 167 154 88
@8 Total 305 428 288 302 117

Tt SR A R & R O A S R4 R
PR > B 15 SR T R A 1 (] P R AR

AW AR BALRRE ¢ 20
AN E R BALRER ¢ 5
P RRAR ¢ 14

FERERRAE ¢ 2

'The total number of university accountancy programmes accredited
by the Accountancy Accreditation Board during the reporting period
is 41, including eight new programmes and one re-accreditation:

Local accountancy degree programmes: 20
Overseas accountancy degree programmes: 5
Conversion programmes: 14

Foundation programmes: 2
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Practical experience
We give the Institute’s students relevant experience through the

QP workshops that simulate work situations and through at least
three years of on-the-job training under a supervisor or employer
authorized by the Institute. The practical experience requirements
became mandatory for the Institute’s students on 1 January 2005.

* To help the different parties understand their roles and
responsibilities, we organized three information update sessions
for employers and supervisors and visited large employers during
the reporting period

* With the introduction of the QP in mainland China, we
introduced a new policy to recognize and guide mainland QP
students’ relevant experience acquired in the mainland, where
it can be difficult for them to be trained under an employer or
supervisor authorized by the Hong Kong Institute of CPAs

* We implemented a new way to help our students who do not
work under an authorized employer or supervisor. We assign an
authorized supervisor to act as a mentor to these students and
organize courses to give the supervisors the skills they need to
train such students

* We started a campaign to recruit employers from listed companies
to train our students

* During the reporting period, the number of authorized employers
rose from 690 to 822, while the number of authorized supervisors
grew from 1,145 to 1,363.

Student support
In response to a student needs survey, we improved the services
we offer. These include extending the course duration and

additional examination support.

We offer popular revision courses for the practising certificate, QP
modules and final examinations, and give examination assistance

through seminars and training.

We completed an on-line survey to gauge students’ views on their
e-newsletter, Prospective CPA, which shows most students find the
newsletter helpful and timely.

We completed a survey on the supply of accountants in September

2006. One of the major objectives of this survey was to estimate the
aggregate number of accountants that Hong Kong produces so that
the Institute can find underlying issues leading to a mismatch in the

supply and demand of qualified accountants.
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Accounting technicians

In February 2006, the Institute’s subsidiary took on a new identity
when it was renamed the Hong Kong Institute of Accredited
Accounting Technicians Limited (HKIAAT). The HKIAATs
new logo signifies solid skills while reflecting its ties to the Hong
Kong Institute of CPAs. The rebranding gave the HKIAAT
positive exposure and we continue to reinforce the AAT
designation as the most important qualification for accounting
technicians in Hong Kong

In line with the rebranding, the official HKIAAT"s journal took
on a more modern look and new content, and was renamed
T/Dialogue. The HKIAAT also revised and improved its website
The HKIAAT signed its first ever reciprocal membership
agreement, which is with the U.K.s Association of Accounting
Technicians (UKAAT). This agreement gives the HKIAATs
members a route to practising as accounting technicians in the U.K.
as they can now apply directly for membership of the UKAAT
The HKIAAT engaged Advanced Business Education Limited,
a wholly-owned subsidiary of the New Zealand Institute of
Chartered Accountants, to conduct an in-depth review of its
current examination structure. The aim of the review is to develop
a new examination that reflects accounting technicians’ ability

to meet market needs. The HKIAAT will conduct a public
consultation on the new syllabus in the last quarter of 2006

The HKIAAT is the first and only professional body invited by
the Education and Manpower Bureau to organize the Applied
Learning (formerly known as career-oriented curriculum) pilot
course in practical accounting for small and medium enterprises
for secondary school students. This well-received course, which

is offered by two accredited course operators, accepted its second
intake in the 2006/07 academic year

The HKIAAT’s professional bridging examination saw a steady
increase in students to 736

'The HKIAAT organized three student orientation programmes,
four technical seminars, 18 examination technique seminars and a
revision course during the reporting period

From 1988 to October 2006, 7,038 students have completed the
accounting technician examination while 272 have been awarded
its “Certified Accounts Clerk” qualification.
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Hong Kong musicians are a mobile and international group, as are
its CPAs. The Institute maintains a close working relationship with its
counterparts around the world and especially the mainland.

Al

kb
=]
NE o

//\

=




rh B A 1 S5 755

Mainland affairs

TR BB R T o PR R IR R Y B K
a2

mAa °

}

R FH SRR M B K B Z — o I I R A I
Wit I s MRt ~ Tt S SRR AT I > T SRR AT & Bk
LR

NG RABERRH 2R T WS 2 — - RS
7 T W55 Fy B R b ¢ B O S Rk o o B B A AT AT
S0 785 e o A ) > S L DR G DA B MR o ) A 9 T I
WRI I o IS NSRRI > A B P B 2 2Rt
Vg3 W ARE R e S 2 W IPNUESS: £y Ll )
R FAE H ARG 5 L AL > B — S HEE)
e T . o S o ) () S SR — AL -

66

Music is an international language: One that is understood by

orchestras and their musicians all over the world.

One of the greatest leaps the accounting profession has taken in
recent years is to create the same for the accounting profession —
a global lexicon. This is being done through the widespread
acceptance of international standards on financial reporting,

auditing and ethics.

We have been leading advocates of this inclusive language. The
combination of this advocacy and our active encouragement has
borne fruit as China’s new financial reporting standards have
moved toward substantial convergence with International Financial
Reporting Standards and also Hong Kong Financial Reporting
Standards. This welcome step brings the mainland in tune with the
global accounting fraternity, opening doors wider for the continued
development of the mainland’s accountancy profession and its
substantial and growing capital market presence. This also brings
China and Hong Kong’s financial reporting standards a significant

step closer to the integration of the profession.
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As acknowledgment of our support to the evolution of China’s
accounting standards, we signed a joint statement with Mr. Liu
Yuting, director-general, Administrative Office of the China
Accounting Standards Committee, recognizing the progress made

to date. The signing was witnessed by Mr. Wang Jun, vice minister of
the Ministry of Finance during his visit to Hong Kong. The contents
of the statement were intensely interesting to the news media,

which showed an understanding of the monumental task involved in
converting the mainland’s accounting standards and reinforcing the
Institute’s influence in working towards this goal.

We approved the first Institute office outside Hong Kong in Beijing,
opening in late October 2006. The office gives gravitas to our
Institute, our members and our reputation for professionalism in the

nation’s capital.

During the reporting period we made progress in solidifying our
relationships with mainland authorities and regulators through
considerable exchanges.

* Receiving 16 delegations from Beijing, Guangdong, Hainan,
Hebei, Macau, Qingdao, Shanghai, Shenzhen, Tianjin and Wuhan

* Attending the release ceremony for Chinese Accounting
Standards System for Business Enterprises and Chinese Auditing
Standards System in Beijing

* Attending the three-nation (China, Japan and Korea) annual
standard setters meeting in Seoul

* 'The annual visit of our Council to mainland authorities in Beijing

* Visits to the Shenzhen local tax bureau, and the Beijing and
Tianjin state and local taxation bureaux

* Attending the Beijing visit organized by the Hong Kong

Coalition of Professional Services
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* Participating in the HKSAR mission to Guangxi

* Joining a Hong Kong financial services delegation led by the Secretary
for Financial Services and the Treasury to Changsha, Hunan

* At the invitation of the Shenzhen Institute of Certified Public
Accountants and the Shenzhen Finance Bureau, we attended a
meeting in Shenzhen to discuss future cooperation projects between
the two Institutes targeting more interactions among practitioners
in the two places. A Memorandum of Cooperation was signed after
the conclusion of a full day discussion forum among Hong Kong
and Shenzhen practitioners held in Hong Kong. We also received a
delegation from the Shenzhen People’s Congress.

We helped organize the 2006 PRC CPA Uniform Examination for
the candidates who took the exam in Hong Kong.

A vital part of our work is in providing training and assistance to our
mainland counterparts. This year we introduced a CICPA student
placement programme in Hong Kong. Fifty-two elite students were
selected by the Beijing authorities for international placement, and
of these, eight have been placed by the Institute in CPA practices in
Hong Kong.

Our role also covers strategies to help our members develop

professionally and extend their businesses onto the mainland. We

continued to promote our member services by making the following

proposals for new Closer Economic Partnership Arrangement

initiatives to the mainland via the HKSAR government:

* Extend the current mutual examination paper exemptions to non-
QP members of the Institute

* Add the accounting paper in the PRC CPA Uniform
Examination and module A — Financial Reporting in the
Institute’s QP to the list of mutual examination exemption papers

* Implement the “practise in association” arrangements between
local and mainland CPA practices.



A6 B BRSPS B SRR K - O e AE R
Wi e TAE R B SE R o Mok > ARG HRMT
I

o BRATABH AR T AR RE - B BT A W ML PR SR AT
e <5l J 25 A v I 5 T 92 S5 ot

o BRAT B P Hb v S OF I T T

< BP B g - EE - BB BAT S RARERE
PR SR T oM TAEY o

MGG BRBTIER

s TEATET 4 Plus) TI%—RFIAH BN UK 25 B BB
A R SR

© BB B 5 BIBLE MR A SRS BT

o TN BT T B B S 2 s

o O A A BERTA R P9 Y 5 L

o T Bl 2 € € B AT P9 R B ) A S AR

To work effectively in China, our members need the latest

knowledge of mainland affairs. We continue to support them in

these ways:

* Seminars on franchising in the mainland, banking and financial
services offered in the mainland by banks from Hong Kong and
mainland labour law

* A symposium on mergers and acquisitions in the mainland

* Six workshops on the following topics: accounting, auditing, tax,

capital markets and corporate governance in China.

We also provided the following information to our members:

» Contributed articles on mainland and cross-border tax and
accounting issues in 4 Plus

* Sponsored CPD seminars on cross-border tax issues

* Operated the “China Desk” free advisory service in Guangzhou

* Provided regular updates of mainland regulations on the Institute’s
website

* Assisted members in subscribing to mainland technical journals
and yearbooks.
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The international language of music is a bridge for people of
different languages and cultures, who come together in Hong Kong
to transcend all barriers through the transformative power of music.
The accounting profession, through standards and shared values,
transcends barriers to contribute to strong economies worldwide.
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This year saw the formation of the Global Accounting Alliance,
which represents more than 700,000 of the world’s leading
professional accountants based in the major capital markets on
five continents. We are a founding member of this world-class

professional coalition.

Through our place in the GAA, we take our rightful position as

a composer of the most influential information for the global
profession. With our fellow GAA members, we advocate quality
professional services, offer global support to our members, share
information across all capital markets and collaborate on important

international issues.

Together, the GAA adds strength to each of its component members
to provide leadership to the accounting profession while giving our
members the recognition merited by a top-class qualification.

With our active involvement in GAA and other powerful
international standard setting bodies such as IFAC and the IASB,
our influence in the global accounting arena is far greater than

our size.
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Conference organization

In alliance with the Institute of Chartered Accountants in England
& Wales, we co-hosted a major conference, “China and the Global
Capital Markets,” which was held in Hong Kong in May. The
conference brought together an unprecedented group of accounting
leaders, financiers and regulators and considered how China’s search
for capital is affecting global capital markets.

Co-hosting the conference demonstrated the influence of the
accounting profession in the mainland and how the profession
supports Hong Kong as a sophisticated capital market while at the
same time supporting China’s economic development.

'This conference added to the body of knowledge and expertise for
Chinese companies listing overseas and conversely, the opportunities
for overseas investors. It was an excellent forum to showcase the
accountancy profession’s role in improving the quality of information
provided by Chinese companies to capital markets and the
challenges for policymakers, while at the same time demonstrating
our close collaboration with ICAEW through our membership and
cooperation agreement signed in September 2004.

International representation and participation
Two of our senior members and past presidents were appointed to
the International Accounting Standards Board’s Standards Advisory
Council and IASC Foundation Trustees during the year. In addition
one of our past presidents was appointed deputy chairman of the
International Federation of Accountants’ Professional Accountants
in Business Committee (see full list of international representation).

'These appointments give Hong Kong an enormous amount of
influence and prestige and ensure that Hong Kong’s voice is heard in
the international standards setting process and in matters affecting

the vast majority of our members who work in business.
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Hosting international meetings
We hosted a five-day meeting of IFAC’s International Auditing and
Assurance Standards Board in March this year, which accomplished

several important tasks, including approval of the International
Standard on Auditing (ISA) 600 (Revised and Redrafted), the Audit
of Group Financial Statements.

WEe hosted a one-day meeting of IFAC’s SMP Regional
Consultative Forum and two-day meeting of the IFAC SMP
Committee, which was attended by representatives of 40 institutes

from 30 countries. We also took this opportunity to organize a local
SMP forum.

Chairman of the IASB Sir David Tweedie visited Hong Kong to
meet our representatives as well as a group of other senior Hong
Kong regulators. During this visit, Sir David met with members
of the media, which gave the Institute another chance to reiterate
the importance of common international standards. Sir David also
praised members of the Hong Kong Institute of CPAs for their
early compliance with IFRS.

International representation

Our representation on international and regional bodies continues
at a very high level. Our representation in the international standard
setting arena confirms our rank as a top professional accounting
body and strengthens our ability to consult with China on the

nation’s use of international standards.

International Federation of Accountants

* Eric Li, member of the Board

* Edward Chow, deputy chair of the Professional Accountants in
Business Committee

* Mark Fong, member of the International Ethics Standards Board
for Accountants

* Paul Chan, member of the Small and Medium Practices
Permanent Task Force

* Judy Tsui, member of the International Accounting Education
Standards Board Consultative Advisory Group (CAG) (on behalf
of CAPA)
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International Accounting Standards Board

* Marvin Cheung, trustee of the IASC Foundation Trustees

* P. M. Kam, member, Standards Advisory Council

* Paul Chan, member of the Small and Medium-Sized Entities
Working Group (on behalf of IFAC)

Confederation of Asian and Pacific Accountants

* P.M. Kam, member of the Executive Committee, Chairman of
the Audit Committee and Convenor of the SME Special Project
Task Force (retired in July 2006)

* Paul Chan, member of the Executive Committee and Convenor of
the SME Special Project Task Force (appointed in July 2006)

Global Accounting Alliance
* Winnie Cheung, board member

International Federation of Insolvency
Professionals (INSOL)

* Johnson Kong, director of the board

International Innovation Network
* Gary Wong, member (retired from the board and coordination
committee in February 2006)

Institute of Chartered Accountants in England

& Wales

* Peter Wong, council member
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In tune: Musicians understand how important it is to keep their
instruments well maintained in order to produce superlative sounds.
It's the same in the accounting profession with the mind: Members
of the Hong Kong Institute of CPAs study individually and collectively
throughout their professional lives.

il 4 3= 3



2 EIRSMIFERREE

Member services and continuing professional development
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We help our members maintain their positions as “success
ingredients” in the world of global accounting professionals by
providing them with directed training and with the superlative
services they need to keep ahead of the score in their businesses

and careers.
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Member services

We completed our practice management benchmark for small and
medium size CPA firms and published the results. This is the first
survey of its type and the data helps these firms understand their
strengths and weaknesses and gives reliable information to set
financial goals and gauge performance.

To help our practitioners with the requirements of the quality
assurance standard, we held two sessions of a forum on audit
documentation. We published the new Quality Control Manual and
held a series of workshops on this. We evaluated the practice review
programme, revised it, and presented two updates on the programme.

We developed and held training courses specially designed for
SMPs. These included:

* Training course for audit seniors

* Audit orientation programme

* Practical company secretarial training course

* Certificate programmes on independent non-executive director

practice for accountants.

We held various members’ forums including a number of SMP

symposia and site visits for SMPs to Qingyuan, Guangzhou.

Other services introduced during the reporting period include:

* CPA Source — an important new recruitment and job-seeking
tool for members

* CPA Firm Directory

* IFAC Resource Centre. The Institute was a steering group
member contributing financial and volunteer resources to the
project. This portal was developed to aid professional accountants

in business and is available on the Institute’s website.

From March 2006, we introduced a regular meet-the-president
gathering. This evening event gives the entire membership the
opportunity to talk directly with the Institute’s president on matters

concerning them.
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* Members’ lounge opened to members Jul 06
for the World Cup finals viewing

* Conducted a survey of young members Jan 06

* Held the small and medium sized practices Dec 05

symposium with the Institute’s top management,
the Commissioner of Inland Revenue Department,

and our LegCo representative

We participated in these marketing events:
Financial World Expo — October 2005

The World SME Expo — November 2005
Education and Career Expo — February 2006

Continuing professional development
Through our rigorous continuing professional development
programme, our members have access to consistent and high-
quality training throughout their professional lives, enabling
them to fulfill their potential as “success ingredients” in their

organizations and businesses.

During the reporting period:

* We offered 751 hours of CPD workshops and seminars, an
increase of almost 38 percent over the preceding period

* There were a total of 20,958 enrolments for CPD events, an
increase of 27 percent over the preceding period

* There was notable increase of 54 percent in subscription for
e-learning programmes

* Topics included financial reporting, auditing, securities and
finance, corporate governance, insolvency, management, I'T, ethics,

PRC issues, taxation, law and language training in Putonghua.

Professional interest groups

‘There were five professional interest groups organizing networking

events with technical themes during the period:

* Insolvency interest group — monthly luncheons

* Financial services interest group — lunch seminars

* Public infrastructure and construction interest group — a field
trip to Macau visiting government departments and construction

industry executives on town planning and construction projects
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* IT interest group — a field trip to Hong Kong Disneyland to
discover the technology that drives the Disney magic

* Taxation interest group — evening seminars on taxation issues
and dialogue with representatives from the Inland Revenue
Department.

Sports and social interest groups

To help members maintaining work-life balance, there are six
interest groups organizing sports gatherings and attending open
competitions on behalf of the Institute:

* Basketball interest group

* Football interest group

* Golf society

* Dragon boat, water sports and hiking interest group

* Bridge interest group

* Table tennis interest group formed during the year.

The first CPA “Music Fest” was held in August 2006 to showcase

the performing talents of members.

Corporate social events

The annual dinner, National Day celebration dinner and spring
cocktail reception were notable social events hosted by the
Institute this year for members to network with fellow members

and official guests.

Affinity programme and premium products
A series of aflinity programmes are available to members, including
credit cards, and discounts on professional books, gasoline, air travel,

insurance and home appliances.
Premium collections including men’s ties, business card holders,

leather folios, document bags, car badges and umbrellas are also
offered to members.
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The dedication of a group of volunteers with diverse talents and
experiences allow the Hong Kong Philharmonic to bring its music

to many. The members of our committees, working groups and task
forces allow the Hong Kong Institute of CPAs to bring its influence to
bear on the global profession.
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Commlttees, working groups and task forces

- RN EEEALELZES
-ZEE /EENMEBEREREANTRAHEERE

HEE (CL)

FhEREFBESHDE (5LRP)
R EE/NE (GRTF)

BB R =Sl
s THKMBEZEE (A&FC) < —> e HEBRWIEESE (CSC)
* BEZZEEE (AC) » fREEZEE (EB)
s FMZESE=E (RC)
BEESRREEER
] o BHEXEKITIEESE (AAB)
o BIFEREZESE (COC) o ZiXFRE (EXB)
o o4 (A) (DP-A) —> e« ERERATEZEE (IRC)
* o/ #(B) (DP-B) - s BERLHEHREZES (PEFC)
o MIEERRBEHERIENE (FRCBWG) o EMRMEZEREY (R&P)
o = PE(A) (IP-A) o BARKEZESE (SSC)

o HAE N (B) (IP-B)

ZER
o [5) % (B PR A 1% ] o HEBEEEESE (CPDC)
s RWEKZEE (MAC) 5y * EER®KZESEE (MSC)
o HREEETENZES (PAIBC)
o F/NEIHEREZSE (SMPC)
HIgH R
o u—.%ﬂ?ﬁ%éﬁ (CFC)
o PEEARESE (CGO) < HEKFEELR
%éﬁ%éad\%ﬂ (EPLM) e HEERZZEE (PRC)
s WEEESHMEZES (IPC) Ly * HEBEZRBEEH/HE (PRCSG)
o HEEEE (TC) o HERZERZES (PROB)
o HEKFERZSE (PSMC)
EEHIET

o BEEKEEAESE (AASC)

s HxiRgFEE (EC)

o RITEHER/A (EPB)

o REBEHHER/IA (EPI)

o BEEHRER/AE (EPS) -
o MIRRELAEZES (FRSC)

o ERESHMAS/RESBRA=FEBHE/)A (TLG)

o BFIAERF<D 74%WJ>H§*AI1’F'J\$H (JWG)

o HEXRMEHEESE (PRMC)

o EEEAKFTERZES (SSSB)
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- Committees in bold are statutory committees
- Letters in parentheses = Committee code

Council (CL)

Fifth long range plan task force (5LRP)
Governance review task force (GRTF)

Operation & finance

e Administration & finance committee (A&FC)
o Audit committee (AC)

e Remuneration committee (RC)

Compliance

e Complaints oversight committee (COC)

¢ Disciplinary panel (panel A) (DP-A)

¢ Disciplinary panel (panel B) (DP-B)

e Financial reporting Council bill working group (FRCBWG)
¢ Investigation panel (panel A) (IP-A)

¢ Investigation panel (panel B) (IP-B)

Mainland & international relations
e Mainland affairs committee (MAC)

Specialist practices

e Corporate finance committee (CFC)

e Corporate governance committee (CGC)
e Expert panel on legal matters (EPLM)

¢ Insolvency practitioners committee (IPC)
* Taxation committee (TC)

Standards setting

¢ Auditing and assurance standards committee (AASC)

e Ethics committee (EC)

o Expert panel on banking (EPB)

e Expert panel on insurance (EPI)

e Expert panel on securities (EPS)

e Financial reporting standards committee (FRSC)

¢ Hong Kong institute of CPAs/SFC/HKEX tripartite meeting
liaison group (TLG)

¢ Joint government/HKICPA companies ordinance review
working group (JWG)

¢ Professional risk management committee (PRMC)

e Standard-setting steering board (SSSB)

Communications
e Community services committee (CSC)
¢ Editorial board (EB)

Qualification & admission

e Accountancy accreditation board (AAB)

e Examinations board (EXB)

e International recognition committee (IRC)

e Practical experience framework committee (PEFC)
¢ Registration and practising committee (R&P)
e Student services committee (SSC)

Member services

e Continuing professional development committe (CPDC)
e Member services committee (MSC)

* Professional accountants in business committee (PAIBC)
¢ Small and medium practitioners committee (SMPC)

Quality assurance

¢ Practice review committee (PRC)

e Practice review consultancy steering group (PRCSG)

e Practice review oversight board (PROB)

e Professional standards monitoring committee (PSMC)
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ZBEKE

Committee members

ALLEN Nicholas Charles CGC(1/3), COC(2/7), DP-B
~ ANNELLS  Deborah  AASCM@M®),TCGS)
ARBOIT Bruno IPC(2/3)
———_
B Siu Cheung, Albert CL(10/10), 5LRP(2/4), EB(a)(7/8), EC(5/6), EPLM(a)(2/2),
SMPC(a)(7/7), SSSB(b)(1/1)
B#W& AU YuChiuSteven
AZEDO Gabriel Ricardo Dias DP-B
~ BENNETT  AndewGeoffey  PRMC()
Bma BEST Roger Thomas FRCBWG(a)(2/2), GRTF(3/5), IRC(a)(2/2), JWG(a)(5/5), RC(b)(1/1)
———
HE® BIDDLE Gary Clark AAB(2/3)
 BAMUW JmGerdWilemszoon  PC@®)
BOMBACI Sebastian Antonio AAB(3/3)

CHAN(*) Ching Har, Eliza, J.P. DP-A

CHAN Floyd Tsoi Yin CFC(3/4)

BRE= CHAN(") Ka Shun, Wilson DP-A, EC(2/6)

SSC(2/3)

CHAN Koon Hung

AAB(1/3), IP-B, MAC(4/4), TC(3/5)

CHAN Lok Sang FRSC(6/7), IP-B, SMPC(4/7)

CHAN Shu Kin, Albert COC(5/7), SMPC(5/7)

CHAN Wai Man, Edmund SSC(3/3)

K, CHAN Wing Shing, Vincent MSC(b)(4/4)

(*) FEBETEIOEEE Non-HKICPA Member CL(xly) x = EBEEMR 8 HEFHAXE Number of meetings attended by the Council member
(a) EJE/B £ AChairman/Convenor y = F12005% 12 16 H £20065F9 5 19 A BEERITERNBY
S . . Total number of Council meetings held between 16 December 2005 and
(b) BIEF/RIBEAMRBEA Deputy Chairman/Deputy Convenor/Alternate Convenor 19 September 2006
(c) 120065 : Retired in 2006 (RERBHRMANAE » HiHFERORBTETE) o
(xly) x = HEEZEAIXE Number of meetings attended (Those who retired or joined during the year would have attended a different number of meetings.)

y = 2006519248 9198 BT EENAHY
Total number of meetings held between 24 January 2006 and 19 September 2006
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CHAN Yuen Fan, Florence TC(4/5)
BARF CHAU Yu Nien, Colin AASC(5/5), FRSC(4/5)
CWX# CHEN()  TedTY.
g CHENG Chung Ching, Raymond PSMC(4/5)
WE®  CHENG  KwokKinPau
BT CHENG Kwok Wai, David EPLM(1/1)
———_
CHENG TANG(*) Ho-kuen, Lina
———_
CHEUNG Chi Woon, Winnie 5LRP(4/4)
———_
SRENEE CHEUNG Kwok Chun, Daniel TC(3/5)
———_
CHEUNG Sau Ying, Olivia PSMC(6/7)
———_
CHEUNG Yuk Ting, Mabel FRSC(6/7)
I - e T
2R CHIN Ying On, Charles IP-B
———_
CHIU John A&FC(3/4)
———_
Bs CHIU Lai Kuen, Susanna CL(8/10), 5LRP(4/4), CSC(a)(4/4), MAC(b)(3/4), MSC(a)(4/4)
——_
RE(mER CHO LUNG Pui Lan, Stella CL(10/10), AAB(b)(3/3), CPDC(b)(4/4), EXB(5/6), MAC(2/4),

R&P(3/4), SSC(a)(3/3), TC(b)(4/5)

CL(8/10), PROB(0/0)

BEs CHoOw Ka Leung, Louis CPDC(3/4)

BNE CHOW Kwong Fai, Edward CL(9/10), 5LRP(a)(4/4), FRCBWG(1/2), FRSC(4/7), GRTF(4/5),
IRC(2/2), PAIBC(1/3), SSSB(b)(1/1)

BN CHOW Siu Lui, Jack A&FC(2/2), PSMC(2/3)

R CHOY(*) EPI(1/1)

(*) FEBETEIOEEE Non-HKICPA Member CL(xly) x = EBEEMR 8 HEFHAXE Number of meetings attended by the Council member
(a) EJ&/B £ A Chairman/Convenor y = F12005% 12 16 H £20065F9 5 19 A BEERITERNBY
S . . Total number of Council meetings held between 16 December 2005 and
(b) BIEF/RIBEAMRBEA Deputy Chairman/Deputy Convenor/Alternate Convenor 19 September 2006
(c) 120065 : Retired in 2006 (RERBHRMANAE » HiHFERORBTETE) o
(xly) x = HEEZEAXE Number of meetings attended (Those who retired or joined during the year would have attended a different number of meetings.)

y = 2006519248 9198 BT EENAHY
Total number of meetings held between 24 January 2006 and 19 September 2006
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Fung-peng, Abril

CHUNG Chuen On, Dennis EXB(4/7)

COLLINS(*) Alan EPLM(2/2)

CROWE William Andrew

AASC(7/7), PRC(2/2), PRCSG(2/3)

DEAYTON Kenneth Raymond EPLM(2/2)
~ DEFFENBAUGH()  Wade  EPS(/)
TEE DING Wai Chuen, Raphael FRSC(b)(5/7), PROB(0/0), PSMC(6/7)
. DuNOP  BuceWillam
ESPINA Anthony Joseph DP-B
X®® ETCHES  NicholasPeter  AC@)2,P8
FAWLS(*) James FRSC(1/1)
———_
Ka Hing, Eric EC(5/6), PAIBC(1/3)
T e B T S
FULTON James Taylor DP-B
CEEX FUNG Honkwong,Tommy  FRSCEm)
B FUNG Lak, Philip EPLM(1/2), IP-B, PRC(2/2), PRCSG(2/3), R&P(4/4), SMPC(6/7)
E®m  FUNG YeePammy
BRE FUNG Ying Wai, Wilson CL(10/10), A&FC(a)(4/4), EXB(a)(9/9), FRSC(b)(7/7), JIWG(5/5),

PAIBC(3/3), R&P(4/4), RC(1/1)

GEORGE Richard John Weir AASC(b)(6/7), CGC(b)(1/3)
GRIEVE Charles Ramsay AASC(5/7), EC(3/6), PROB(0/0)

WHBE CRIFFITHS()  Peter

=174 HARDING Dudley Leslie PROB(a)(0/0)
———

= HAUGHEY Darach Eoghan IPC(2/3)
———_

biilEE=S HENG Kwoo Seng 5LRP(4/4), MAC(4/4)

———_

[Ep] Hung Wai SSC(3/3)
———_

EF] Kam Wing, Richard EXB(5/9), IP-B
———

LEEdE HO Roger Man Yee CSC(b)(4/4), MSC(3/4)

(*) FEBEEIDOEEE Non-HKICPA Member CL(xly) x = EBEEMR B HEFHEAXE Number of meetings attended by the Council member
(a) EJ&/B £ A Chairman/Convenor y = F120055 128 16 H £2006F9 5 19 A BEERITERNBY
S . . Total number of Council meetings held between 16 December 2005 and
(b) BIEF/RIBEAMRBEA Deputy Chairman/Deputy Convenor/Alternate Convenor 19 September 2006
(c) 120065 : Retired in 2006 (RERBHRMANAE » HHFERORBTETE) o
(xly) x = HEEZEAXE Number of meetings attended (Those who retired or joined during the year would have attended a different number of meetings.)

y = 2006519248 9198 BITEENAHY
Total number of meetings held between 24 January 2006 and 19 September 2006
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Wai Hin, Philson EPLM(0/2)

Wai Man, Helen SSC(3/3)

PR E Rudy Cheok Kei PAIBC(3/3)
———_
JAMES Gary Terence CPDC(4/4)
———_
JIM Tak Hing, Nicholas A&FC(c)(1/2)
———_
Pok Man AC(b)(1/2), IRC(0/2), SSSB(a)(1/1)
——_
HiEs KENRICK Robert James IP-B
L
KITTO Nicholas John A&FC(2/4), IP-B
© KNIGHTEVANS  CaryonJohn
TR KONG Chi How, Johnson IP-B, IPC(b)(3/3), MAC(2/4)
BWE KONG  PuiYinFonna
TFE KONG Tze Wing CSC(4/4), MAC(4/4)
——_
KWAN Angelina
———_
KWAN(*) Pak Chung, Edward IP-A
———_
SBEAK KWOK Chi Shing, Wilson SSC(1/3)
———_
KWOK King Wai, Alex EPS(0/1)
———_
KWOK Suet Ying, Lily Vanessa CPDC(2/4)
——_
Ming, Joseph AC(b)(2/2), IP-B
———_
Chi Yuen, Nelson AAB(3/3), SMPC(6/7), SSC(2/3)
——_
MK LAM Ka Chung, William CFC(c)(0/2) (passed away in April 2006)
——_
Yiu Kin, Kenneth EC(3/6)

(*) FEBEEIDOEEE Non-HKICPA Member CL(xly) x = EBEEMR B HEFHEAXE Number of meetings attended by the Council member
(a) EJ&/B £ A Chairman/Convenor y = F120055 128 16 H £2006F9 5 19 A BEERITERNBY
S . . Total number of Council meetings held between 16 December 2005 and
(b) BIEFE/RIBEAMRBEA Deputy Chairman/Deputy Convenor/Alternate Convenor 19 September 2006
(c) 12006532 ; Retired in 2006 (RERBHRMANAE » HHFERORBTETE) o
(xly) x = HEEZEAXE Number of meetings attended (Those who retired or joined during the year would have attended a different number of meetings.)

y = 2006519248 E9A 198 BT EENAHY
Total number of meetings held between 24 January 2006 and 19 September 2006
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2175 Chi Pong, Howard

LAU(*) Thomas AASC(4/7)
——_
EE 34 Wai Yin, Susanna FRSC(7/7)
———_
EEX Elizabeth COC(4/6), CPDC(2/4), JWG(3/5), PRC(1/2), PRMC(b)(0/1), TC(3/5)
——_
EER LAW Kwong Chau A&FC(2/4)
CE®mEM AW YeeKwanQumn
RS LAW SHING Mo Han, Yvonne A&FC(2/4), TC(a)(5/5)
®FH LEE ChiMingleo
iR LEE(*) Chung Keung, Eddie, J.P. IP-A
FME LEE HoiYinStephen  CGC@3)cOCEE)
B4 LEE(*) Jor Hung, Dannis, B.B.S DP-A
CFRE LEE Julen TC@s)
X LEE Mee Kwan, Helena CSC(3/4)
CF@® LEE()  WaiYanSusamna A
=28 LEE(*) Wai Yin, Angela, J.P IP-A(a)
FW®  LEES  JohnRobet  COCM)IPBIPCER3)
RIKE LEONG Jonathan Russell IP-B, PSMC(6/7)
———_
LEUNG Chi Ying, Kathy
———_
P ER LEUNG Kwok Keung CPDC(3/4)
———_
LEUNG Wing On, Louis SMPC(4/7)
———_
Ka Cheung, Eric IRC(2/2)
———_
Kwok Ki, Albert COC(b)(7/7), IP-B
——_
ZHE LI Pui Wai SSC(1/3)
FE¥ 0 YinFanFawy  FRSCEM
LI LAU(*) Lai-hing, Joanna DP-A
CRWE UANG  Peilinglilan  PEFCEM)
BEfA LIAO(*) Zi Yin, Peggy DP-A
oMEE N  EBO)E®),MSCEM)
LIN(*) Zhijun FRSC(1/4)

(*) FEBETEIDOEEE Non-HKICPA Member CL(xly) x = EBEEMR 8 HEFHAXE Number of meetings attended by the Council member
(a) EJE/B £ AChairman/Convenor y = F120056 123 16 H £20065F9 5 19 A BEERITERNBY
S . . Total number of Council meetings held between 16 December 2005 and
(b) BIEF/RIBEAMRBEA Deputy Chairman/Deputy Convenor/Alternate Convenor 19 September 2006
(c) 20065 : Retired in 2006 (RERBHRMANAE » HiHFERORBTETE) o
(xly) x = HEEZEAXE Number of meetings attended (Those who retired or joined during the year would have attended a different number of meetings.)

y = 2006519248 9198 BTEENAHY
Total number of meetings held between 24 January 2006 and 19 September 2006
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Mei Ling, Rhoda CSC(4/4), SMPC(5/7)
__
Yiu Keung, Stephen IPC(2/3)
25 RRER Kai Ming, Charles DP-B
———_
Koon Fai, Gregory MSC(3/4)

LOOK CPDC(3/4), PAIBC(3/3)
LUI FUNG(*) Mei-yee, Mabel
MAGUIRE(*) John CFC(3/4)
XER MAN Mo Leung IP-B
BRE MAR Selwyn DP-B
BHE MCGRATH Sarah Linda EB(5/8)
25 MIU Liong, Nelson COC(4/6), IP-B
MOORE Vernon Francis DP-B, EB(4/8), GRTF(4/5), PSMC(1/5), SSSB(1/1)
MORRISON Kenneth Graeme IP-B, PRC(a)(2/2), PRCSG(a)(3/3)
NEALE Paul Andrew AAB(3/3), EXB(6/7), IRC(2/2), R&P(3/4)
NG(*) David C.W. RC(1/1)
Kwok Hung, Edmond EXB(6/8)
R NG S.B. Paul PSMC(3/5)
Yi Kum, Estella PSMC(b)(6/7)
O’ CALLAGHAN(*) Joanne EB(c)(3/6)
ERE OXLEY Douglas Charles CL(10/10), A&FC(3/4), AAB(a)(3/3), CPDC(4/4), EC(b)(6/6), EXB(b)(6/6),
IRC(2/2), R&P(4/4)
E2.2 PANG Tsun Loy, Michael PRC(2/2)
(*) FBEBETHAEEE Non-HKICPA Member CL(xly) x = BEER 8 HEEEMNXE Number of meetings attended by the Council member
(a) /B % A Chairman/Convenor y = F120056 123 16 H £20065F9 5 19 A BEERITERNBY
e . . Total number of Council meetings held between 16 December 2005 and
(b) BIERE/REBEA/MBE A Deputy Chairman/Deputy Convenor/Alternate Convenor 19 September 2006
(c) B2006F 3 Retired in 2006 (AEPRHRMANAE - RHFEGRORYTERR -
(xly) x = HEEZEAXE Number of meetings attended (Those who retired or joined during the year would have attended a different number of meetings.)

y = 2006519248 9198 BT EENAH
Total number of meetings held between 24 January 2006 and 19 September 2006
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POGSON Timothy Keith CL(10/10), AASC(b)(7/7), CGC(2/3), EC(b)(4/6), FRCBWG(2/2),
PSMC(b)(2/3), TLG(2/2)
~ POON()  Chinhung Almon
EES POON(*) Cho-ming, John CL(9/10), 5LRP(1/4)
——_
POON Tsun Wah, Gary SMPC(4/7), TC(2/5)
———_
L4FE RADCLIFFE Robin Frederick Keppel PRC(2/2), PRCSG(3/3)
© RASHEED  JohnHeney EXB@2)
RAZVI(*) Saleem FRSC(c)(2/6)
~ RED  NigelJamesHamiton
RODER Stephen Bernard EPI(a)(1/1)
C@EE  ROZARIO()  Paick cecEy
SHAFER(*) William E. EC(1/3)
———_
SHUM(*) Chun Yau, Clement EPLM(0/2)
——_
TR SHUM Yuk Man, Alfred MAC(0/4)
———_
SIU Kai Lau, James CGC(3/3), PAIBC(0/3)
———_
SMART(*) Philip St. John IP-A
———_
SOUTHWOOD David Howell TC(b)(3/5)
——_
BREE SUN Tak Kei, David 5LRP(1/4), DP-B, IRC(b)(1/2)

TAM Gabriel MSC(4/4)
TAM(*) Kar Yun, Caren PEFC(2/4)
EEE TAM Kwok Yiu

____
TAN Geok Hong, Victor MSC(2/4)

____

BEE TANG Chung Wah, Alan COC(3/6), IP-B, IPC(a)(3/3)

. TANG()  YatsunRichad
TAYLOR Stephen FRSC(4/7), PSMC(5/7)

m®  TO()  Christopher

EXRA (BIER) TONG Carlson (Vice-President) CL(8/10), 5LRP(b)(3/4), A&FC(b)(c)(0/1), AASC(a)(5/7), FRCBWG(1/2),

GRTF(3/5), PSMC(a)(c)(4/4), TLG(c)(1/1)

(*) FEBEEIDOEEE Non-HKICPA Member CL(xly) x = EBEBEMR B HEZHEAXE Number of meetings attended by the Council member
(a) EJE/B £ AChairman/Convenor y = F12005% 12 16 H £20065F9 5 19 A BEERITERNBY
S . . Total number of Council meetings held between 16 December 2005 and
(b) BIEFE/RIBEAMRBEA Deputy Chairman/Deputy Convenor/Alternate Convenor 19 September 2006
(c) 120065 : Retired in 2006 (RERBHRMANARE » HiHFERORBTETE) o
(xly) x = HEEZEAXE Number of meetings attended (Those who retired or joined during the year would have attended a different number of meetings.)

y = 2006519248 9198 BT EHENAHY
Total number of meetings held between 24 January 2006 and 19 September 2006

92



TOPPING(*) Simon SSSB(1/1)

= Cheong Wai, Simon EPB(b)(3/3), EXB(7/8), PEFC(b)(4/4)

—_
TSANG(*) Link-carl, Brian DP-A
——__
TSE Kin Pang, Richard AAB(b)(3/3), CSC(1/4)
——_
HEF TSUI Hong Ping, Michael CPDC(3/4)
S Tsuey ossco®
BRI TSUI(*) Pui Man, Winnie IP-A
——__
WAN Ho Yan CGC(2/3)
——__
BE WARDELL Jim CGC(3/3), IPC(3/3)
——_
WILKINSON John Bernard JWG(3/5)
——__
WINKELMANN Paul Franz CL(10/10), 5LRP(3/4), FRCBWG(1/2), FRSC(a)(7/7), IRC(1/2), JWG(5/5),
PRCSG(1/3), R&P(b)(4/4), TLG(2/2)
~ WNTER  RichadDavd
FIFIT WONG Ching Hung, Thomas EB(5/8)
(E®®  wonG

FiRF WONG Chun Bong, Alex

ERE WONG Kar Yung, Wilfred AASC(7/7), PRC(2/2)

WONG Kuen Fai, Richard EXB(6/6)

WONG(*) Peter S.H. SSSB(1/1)

WONG Sau Ling, Shirley IP-B

=EE WONG Tak Wai, Alvin DP-B, RC(b)(1/1)

WONG(*) Vivien AASC(c)(1/3)

(*) FEBEEIDOEEE Non-HKICPA Member CL(xly) x = EBEBEMR B HEZHEAXE Number of meetings attended by the Council member
(a) EJE/B £ A Chairman/Convenor y = F12005% 12 16 H £20065F9 5 19 A BEERITERNBY
S . . Total number of Council meetings held between 16 December 2005 and
(b) BIEFE/RIBEAMRBEA Deputy Chairman/Deputy Convenor/Alternate Convenor 19 September 2006
(c) 120065 : Retired in 2006 (RERBHRMANARE » HiHFERORBTETE) o
(xly) x = HEEZEAIXE Number of meetings attended (Those who retired or joined during the year would have attended a different number of meetings.)

y = 2006519248 E9A 198 BTEENAHY
Total number of meetings held between 24 January 2006 and 19 September 2006
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R WONG Wang Tai, Fergus
ERE WONG Yue Ting, Thomas AASC(7/7), IP-B, PSMC(b)(6/7), SMPC(6/7)

AE1E King Hang MAC(4/4)

Chi Keung MAC(2/4)

tREAE Wwu Ming Wai, Louie MSC(b)(1/4), SMPC(3/7)
B@E WU ShekChun Wifred
XUEREB Maria EPB(3/3)
CfEE® yaw Stephen  EPLM(I)
BRI E YAN Lap Kei, Isaac PRMC(0/1)
CBMBX YAV YiuKwong Eddy  PSMCEm)
EEZF YEN(*) Charlotte S.F CFC(3/4)
SR YEN  SauYinEmly  PRC)
BER YEUNG Chun Pong, Paul GRTF(3/5)
B YEUNG  ChunWaiAnthony
e YEUNG Jackson Kit Shing EB(2/8)
B8 YEUNG  KaiCheung Patick  CFC(34) DP-B,EPS()(11).EXB)O3)
=g 1 YIH(*) Lai Tak, Dieter IP-A
———_
Sai On, David EXB(5/7), SSC(3/3)
———_
YIP Tsui Hing SSC(3/3)
———_
PR YIU Kin Wah, Stephen MAC(2/4)
———_
YOUNG(*) Ngai Man, Simon IP-A
———_
Hon To, David DP-B
———_
EVN ] Tai Tei MSC(1/4)
———_
YUEN(*) Kwok Keung, Rimsky, S.C. IP-A(b)
———_
YUNG Hin Man, Raymond IP-B
———_
YUNG Wing Sheung, Amy CL(9/10), A&FC(4/4), MSC(2/4), PRC(b)(2/2), SMPC(b)(4/7)
—_
(*) FEBEEIDOEEE Non-HKICPA Member CL(xly) x = EBEBEMR B HEZHEAXE Number of meetings attended by the Council member
(@) I/ Chalrman/Convencr ¥ ot mimbor of sl mastinga ptd tween 16 Decamer 206 snd
(b) BIERE/REIBEAMBE A Deputy Chairman/Deputy Convenor/Alternate Convenor 19 September 2006
() B2006F 3 Retired in 2006 (AEPRHRMANAE - RHFEGRORYTERR -
(xly) x = HEEZEAXE Number of meetings attended (Those who retired or joined during the year would have attended a different number of meetings.)

y = 2006519248 9198 BT EHENAHY
Total number of meetings held between 24 January 2006 and 19 September 2006
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Responsibilities of Council

'The objects of the Institute are stipulated in section seven of

the Professional Accountants Ordinance, which include infer
alia, 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.

'The Council is responsible for carrying out the objectives of the
Institute and for the management and control of the Institute.

The general and particular powers of the Council are stipulated in
sections 17 and 18 of the Professional Accountants Ordinance.

As a result of the amendments to the Professional Accountants
Ordinance in 2004, the council membership grew from 16 to 23;
the new members included an expanded representation from
outside the accounting profession. The Council comprises 14
members who are elected from among the membership, one who is
the immediate past president, four lay persons who are appointed
by the Chief Executive of the HKSAR Government, two whom
are co-opted by the Council from among the membership and two
ex-officio members (the Financial Secretary or his representative

and the Director of Accounting Services or her representative).

'The Council, with a view to discharging its responsibilities, is
advised by committees and working groups that it appoints for
specific areas and functions. For certain functions, the Council
may delegate its power to these committees and working groups.
Each committee or working group performs its tasks in accordance
with prescribed terms of reference. The structure and membership
of the committees and working groups are reviewed every year by
Council. All minutes of the committees and working groups are
submitted to the Council.

'The execution of the Council’s policies and decisions is vested in

the Chief Executive & Registrar, who is appointed by the Council

under section 21 of the Professional Accountants Ordinance.
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The Chief Executive & Registrar serves as the secretary to

the Council and is responsible to the Council for the effective
management and operation of the secretariat. The Chief Executive
& Registrar is also charged with providing advice to the Council

and committees generally.

The Council met 10 times during the period from 16 December
2005 to 19 September 2006. The frequency of meetings of each of the
committees and working groups is shown elsewhere in this report.

Internal financial control
The Council is responsible for the Institute’s system of internal

financial control. The key elements of the system are:

a. Budgets
Detailed annual budgets are prepared by the Chief Executive
& Registrar, reviewed by the Administration and Finance
Committee and approved by the Council. Actual performances
are measured against the budget and reported to the
Administration and Finance Committee on a quarterly basis.
Revised annual forecasts are also prepared and reported
quarterly. These quarterly financial reports include an analysis of

the performance of designated functional areas.

b. Authorization limits
The Council delegates its day-to-day administration
responsibility to the Administration and Finance Committee
and the Chief Executive & Registrar. There are prescribed
guidelines referring to the authorization limits of both the
committee and the Chief Executive & Registrar with regard to
revenue and capital spending. There is also strict control over
the bank signatories. Unbudgeted spending has to be approved
by the Council or the Administration and Finance Committee
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depending on the amount. Budgeted spending with particulars

is approved by the Council, the Administration and Finance
Committee or the Chief Executive & Registrar depending on
the level and nature.

Audit committee

The Council set up an Audit Committee in 1999.The committee
consists of five members, four of whom are past presidents of the
Institute and one is a lay Council member.

The duties of the committee are:

a. To consider the appointment of the auditor and the audit fee

b. To discuss with the auditor before the commencement of an
annual audit the nature and scope of the audit

c. To discuss any problems or matters arising from the audit that
the auditor may raise

d. To review the auditor’s management letter and management’s
response, and ensure that recommendations made by the auditor
are actioned

e. To review the operation and effectiveness of the Institute’s
internal control systems and procedures, and make
recommendations to the Council

f. To review the appropriateness of accounting policies adopted
and the adequacy of disclosures made in the Institute’s financial
statements, and make recommendations to the Council

g. To perform other related duties as deemed appropriate for the
betterment of corporate governance.

The committee may request the Institute’s auditor, the chairman of
the Administration and Finance Committee and any member of
the staff to attend its meetings. The auditor may request a meeting

if deemed necessary.
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During the reporting period, the Audit Committee held two

meetings in June and August 2006 respectively. In the June
meeting, the committee considered the nature and scope of the
audit exercise and matters relating to the preparation of the
Institute’s financial statements for the year ended 30 June 2006,
and reviewed the findings and recommendations together with
the secretariat’s responses thereto arising from an organization
and operation review of the Institute’s key business process by an
independent consultant. In the August meeting, the committee
reviewed audited financial statements and considered a plan

for implementing the improvement measures arising from the

organization and operation review.

Council members’ interests
Council members are not remunerated. A disclosure of financial
interests of Council members appears in note 23 to the

Financial Statements.

As the governing body of a self-regulatory professional institute,
the Council has applied strict rules that prohibit a member of

the Council or of a committee taking part in any discussion and
decision of a matter in which that member has an apparent conflict

of interest.

Staff remuneration

This year, the Council commissioned the formation of a
Remuneration Committee to advise the Council on, among
others, remuneration-related policy matters such as remuneration
structure, pay level, yearly pay adjustment and staff performance

bonus, and other employment terms and conditions.

The remuneration of the general staff is determined by the Council
upon the recommendation of the Remuneration Committee, which

is in turn advised by the Chief Executive & Registrar who makes a
recommendation for individual staff based on documented assessment.
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The remuneration of the director grade staff is determined by the

Council with reference to the recommendation of Remuneration
Committee and an Executive Performance and Remuneration
Review Working Group, comprising the Chief Executive &
Registrar, the President, Vice-Presidents and Chairman of the
Administration and Finance Committee. The Council is in a good
position to make an informed decision of the remuneration of
such staff, who are responsible for serving various committees, as
their performance is known to at least some Council members who
serve on the respective committees.

The remuneration of the Chief Executive & Registrar is
determined by the Council.

Remuneration at all levels is determined with reference to market
conditions and staff performance.

Member communications

Last year, the secretariat launched two new initiatives to improve
transparency through the flow of communications with members.
An electronic newsletter, sent by email to members once a week,
keeps members up-to-date on all important developments and
Council decisions. The newsletter loops readers into the Institute’s
website where they can find more information on any given topic.

Individual email enquiries and complaints are now handled
through an electronic “help desk.” All information coming into

the Institute through its general email address are forwarded to
the relevant departments of the Institute, which respond within 10
days. Enquiries by telephone or mail are also logged. Complaints
are considered priorities and are promptly addressed, usually by the
Chief Executive & Registrar.
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Auditors’ report
To the members of the Hong Kong Institute of Certified Public Accountants
(incorporated in Hong Kong under the Professional Accountants Ordinance)

We have audited the financial statements on pages 102 to 151,
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 Institute of Certified Public Accountants
(the “Institute”) 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, as a body, in accordance with section 16 of
the Professional Accountants Ordinance, and for no other
purpose. We do not assume responsibility towards, or accept
liability to, any other person for the contents of this report.

Basis of opinion
We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Institute. An audit

includes an 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 judgements made by the Council in the preparation

of the financial statements, and of whether the accounting
policies are appropriate to the Group’s and the Institute’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 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 affairs of the Group and of the Institute
as at 30 June 2006 and of the surplus and cash flows of the

Group and of the Institute for the year then ended.

Wong Brothers & Co.

Certified Public Accountants
Hong Kong, 19 September 2006
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2006 2005 2006 2005

st FERT FHET FHT FHT

SEMKE 4 86,044 82,023 82,466 78,426
Hab A 5 61,819 40,649 55,158 35,141
WA 147,863 122,672 137,624 113,567
BUFER 6 1,508 487 1,508 487
EEMY 7 (138,468) (120,920) (129,359) (112,035)
mEE A 8 (5,473) - (5,473) -
BiniRes 9 5,430 2,239 4,300 2,019
Bi1E 10 (1,379) (764) (1,285) (513)
BANLERSZ2PERE 20 4,051 1,475 3,015 1,506
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Income statements
For the year ended 30 June 2006

Group Institute

2006 2005 2006 2005

Note HK$'000 HK$'000 HK$'000 HK$'000

Subscriptions and fees 4 86,044 82,023 82,466 78,426
Other revenue 5 61,819 40,649 55,158 35,141
Total revenue 147,863 122,672 137,624 113,567
Government grants 6 1,508 487 1,508 487
Operating expenses 7 (138,468) (120,920) (129,359) (112,035)
Financing charges 8 (5,473) -- (5,473) --
Surplus before tax 9 5,430 2,239 4,300 2,019
Tax 10 (1,379) (764) (1,285) (513)
Surplus after tax transferred to general fund 20 4,051 1,475 3,015 1,506
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2006 2005 2006 2005
Bt FERT FERT FERT FiERT
knBEE
L ES e 11 65,274 20,680 65,070 20,127
AL EERX 12 179,405 71,482 175,874 67,922
MERBIRE 13 -- -- 0 0
EEBIREE 14 728 1,667 728 1,667
245,407 93,829 241,672 89,716
nEBAE
7E 1,078 631 712 374
FE e bl 3K 2,064 2,810 2,269 3,044
REMFBAMNKEA 15 8,235 22,704 8,136 22,584
REMBITEF 16 14,740 80,833 8,953 76,166
26,117 106,978 20,070 102,168
FEHERRBEE 17 84,861 - 84,861 --
RBEERR 110,978 106,978 104,931 102,168
mEBEE
AREEMGE (65,148) (48,530) (63,714) (47,037)
B 18 (2,500) (2,500)
P IRFR A FEEHE A (37, 363) (24,666) (37, 219) (23,921)
RBHEEE (469) (872) (400) (743)
RITEHER 19 (116,000) -- (116,000) --
(218,980) (76,568) (217,333) (74,201)
nE(BE)/ EEFH (108,002) 30,410 (112,402) 27,967
137,405 124,239 129,270 117,683
Ef
LEES 20 65,520 61,469 61,988 58,973
BEXES 20 71,885 62,770 67,282 58,710
137,405 124,239 129,270 117,683
SEFAFENHHUH B R G ER
PR R
Tk TR MBELZR G ER AT B e i AT
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Balance sheets

As at 30 June 2006
Group Institute
2006 2005 2006 2005
Note HK$'000 HK$'000 HK$'000 HK$'000
Non-current assets
Property and equipment 11 65,274 20,680 65,070 20,127
Prepaid land lease expense 12 179,405 71,482 175,874 67,922
Investment in subsidiaries 13 -- -- 0 0
Deferred tax assets 14 728 1,667 728 1,667
245,407 93,829 241,672 89,716
Current assets
Inventories 1,078 631 712 374
Accounts receivable 2,064 2,810 2,269 3,044
Deposits and prepayments 15 8,235 22,704 8,136 22,584
Cash and bank balances 16 14,740 80,833 8,953 76,166
26,117 106,978 20,070 102,168
Non-current assets classified as held for sale 17 84,861 -- 84,861 --
Total current assets 110,978 106,978 104,931 102,168
Current liabilities
Subscriptions and fees received in advance (65,148) (48,530) (63,714) (47,037)
Provisions 18 -- (2,500) - (2,500)
Accounts payable and accruals (37,363) (24,666) (37,219) (23,921)
Current tax liabilities (469) (872) (400) (743)
Short-term bank loans 19 (116,000) -- (116,000) --
(218,980) (76,568) (217,333) (74,201)
Net current (liabilities)/assets (108,002) 30,410 (112,402) 27,967
137,405 124,239 129,270 117,683
Funds
General fund 20 65,520 61,469 61,988 58,973
Capital fund 20 71,885 62,770 67,282 58,710
137,405 124,239 129,270 117,683
Approved by the Council on 19 September 2006
Paul M.P. Chan Wilson Fung Winnie C.W. Cheung
President Chairman, Administration & Finance Committee Chief Executive & Registrar
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%H AE
2006 2005 2006 2005
st FET FH#T FH#T FHT

BEFHZHERE
B Eg 5,430 2,239 4,300 2,019

FAEMT

HEMENRE ZER - 624 - 624
e 6,103 3,018 5,682 2,591
TihEER 4,710 559 4,682 531
HEEE 598 434 598 434
FE U bR ROR B 4 97 182 97 182
F B Y= 5 (415) (707) (330) (704)
MEER 5,473 - 5,473 -
STABRELESESHAICEERR 21,996 6,349 20,502 5,677
FEE M (447) (33) (338) Q)
PR TR A / (3 h0) 649 (337) 678 (894)
B A TE A EIE R (2,401) (18,848) (2,423) (19,503)
AR EEMKEEN 16,618 6,501 16,677 6,531
PR ~ FESTE AR 4EE N 10,197 9,492 10,798 9,217
EIHE (843) (3,458) (689) (2,070)
BEESHZHEESAEN I GR) B84 45,769 (334) 45,205 (1,043)

RETBHZHERE
FEYENRE 11 (231,919) (1,910) (231,847) (1,769)
2B &R - 644 - 644
2 WF A 415 707 330 704
BREFSHZRLHHFE (231,504) (559) (231,517) (421)

MEEEZIRSRE
BENERHE 9,115 8,536 8,572 7,956
RTEHERBEKRRE 149,000 - 149,000 -
RITEPEREERE (33,000) - (33,000) -
BmEEA (5,473) - (5,473) -
MEEFHZAERNFE 119,642 8,536 119,099 7,956
Ha&RERRELIER GED)/ ¥ENEiE (66,093) 7,643 (67,213) 6,492
FHNzRERERESER 80,833 73,190 76,166 69,674
FRZESRZERRELIEH 16 14,740 80,833 8,953 76,166
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Cash flow statements
For the year ended 30 June 2006

Group Institute
2006 2005 2006 2005
Note HK$'000 HK$'000 HK$'000 HK$'000
Cash flows from operating activities
Surplus before tax 5,430 2,239 4,300 2,019
Adjustments for:
Loss on disposal of property and equipment -- 624 -- 624
Depreciation 6,103 3,018 5,682 2,591
Land lease expense 4,710 559 4,682 531
Impairment loss 598 434 598 434
Provision for impairment of receivables 97 182 97 182
Interest income 5 (415) (707) (330) (704)
Financing charges 5,473 -- 5,473 --
Operating surplus before working capital changes 21,996 6,349 20,502 5,677
Increase in inventories (447) (33) (338) )
Decrease/(increase) in accounts receivable 649 (337) 678 (894)
Increase in deposits and prepayments (2,401) (18,848) (2,423) (19,503)
Increase in subscriptions and fees received in advance 16,618 6,501 16,677 6,531
Increase in accounts payable, accruals and provisions 10,197 9,492 10,798 9,217
Tax paid (843) (3,458) (689) (2,070)
Net cash inflow/(outflow) from operating activities 45,769 (334) 45,205 (1,043)
Cash flows from investing activities
Purchase of property and equipment 1M (231,919) (1,910) (231,847) (1,769)
Government grants received -- 644 -- 644
Interest received 415 707 330 704
Net cash outflow from investing activities (231,504) (559) (231,517) (421)
Cash flows from financing activities
Capital levy received 9,115 8,536 8,572 7,956
Proceeds from short-term bank loans 149,000 -- 149,000 --
Repayment of short-term bank loans (33,000) -- (33,000) --
Financing charges (5,473) -- (5,473) --
Net cash inflow from financing activities 119,642 8,536 119,099 7,956
Net (decrease)/increase in cash and cash equivalents (66,093) 7,643 (67,213) 6,492
Cash and cash equivalents at beginning of year 80,833 73,190 76,166 69,674
Cash and cash equivalents at end of year 16 14,740 80,833 8,953 76,166
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2006 2005 2006 2005

TFHET FH#ET FHET FHET

£ WHIEH 124,239 112,173 117,683 108,221
RIEEEMBRENE O - 2,055 - -
EX]] 124,239 114,228 117,683 108,221
BEELHE 7,989 7,429 7,984 7,422
BLEEXREE 1,126 1,107 588 534
EEHREHE 9,115 8,536 8,572 7,956
FEBRAK 4,051 1,475 3,015 1,506
FER 137,405 124,239 129,270 117,683
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Statements of changes in general and capital funds

For the year ended 30 June 2006

Group Institute

2006 2005 2006 2005

HK$'000 HK$'000 HK$'000 HK$'000

At beginning of year as previously reported 124,239 112,173 117,683 108,221
Consolidation of previously immaterial subsidiaries - 2,055 -- -
As restated 124,239 114,228 117,683 108,221
Capital levy from members 7,989 7,429 7,984 7,422
Capital levy from students 1,126 1,107 588 534
Total contribution by members 9,115 8,536 8,572 7,956
Surplus after tax for the year 4,051 1,475 3,015 1,506
At end of year 137,405 124,239 129,270 117,683
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Notes

1. Principal activities and registered office

The Group refers to Hong Kong Institute of Certified Public
Accountants (the “Institute”) and its subsidiaries: the HKICPA
Trust Fund, the HKICPA Charitable Fund and Hong Kong
Institute of Accredited Accounting Technicians Ltd. (HKIAAT,
formerly known as Hong Kong Association of Accounting
Technicians Ltd.) Group.

The Institute is a body corporate incorporated in Hong Kong on
1 January 1973 under the Professional Accountants Ordinance
Chapter 50 with the registered office located at 37th floor, Wu
Chung House, 213 Queen’s Road East, Wanchai, Hong Kong.
Its principal activities include, inter alia, the registration of
certified public accountants, firms of certified public accountants
(practising) and corporate practices, the development and
promulgation of financial reporting, auditing and assurance and
ethical standards and guidelines, the regulation of the practice of
the accountancy profession, the operation and promotion of the
Institute’s Qualification Programme and professional examinations,
and representing the views of the profession and preserving the

profession’s integrity and status.

The HKICPA Trust Fund was formed under a trust deed dated 21
January 1998 together with an initial sum of HK$345,000 donated
by the Institute. The fund was set up for the relief of poverty of
members of the Institute and is held in trust by the President, the
immediate past president and the Chairman of the Administration
and Finance committee (formerly known as Administration, Finance
and Remuneration committee) of the Institute as trustees. The fund,
being a charitable trust, is exempt from tax under section 88 of the

Inland Revenue Ordinance.

The HKICPA Charitable Fund was set up under a trust deed dated
2 December 2001 for general charitable purposes. Its trustees are the
President, the immediate past president and the Chairman of the
Community Services committee of the Institute. The fund, being a
charitable trust, is exempt from tax under section 88 of the Inland

Revenue Ordinance.

HKIAAT Group consists of HKIAAT and its subsidiary, the
HKIAAT Scholarship Trust Fund.
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Notes

HKIAAT is incorporated under the Companies Ordinance as

a company limited by guarantee. Its principal activities are the
promotion of the study of accountancy among secondary school
and sub-degree students and the accreditation of the “Accounting
Technician” qualification through conducting professional
examinations. HKIAAT has three members at present who are

the current President and the two Vice-Presidents of the Institute.
'The liability of the three members is limited to contributing to

the assets of HKIAAT to the extent of HK$10 each in the event
that HKTAAT is wound up. Under the Articles of Association of
HKIAAT, the power to appoint members of the Board of HKIAAT
is vested with the Institute. Accordingly, the Institute has the power
to govern the financial and operating policies of HKIAAT.

2. Principal accounting policies

a. Basis of preparation

'The financial statements have been prepared in accordance with
the Hong Kong Financial Reporting Standards (HKFRSs). The
financial statements have been prepared under the historical cost

convention except as disclosed in the accounting policies below.

In preparing the financial statements, the Group has assessed and
adopted in advance all issued HKFRSs. The standards issued in this

period and relevant to the activities of the Institute are:

Effective date: Accounting periods beginning
1 January 2007
HKFRS 7

HKAS 1 (Amendment)

“Financial Instruments: Disclosures”

“Capital Disclosures”

b. Basis of consolidation

"The consolidated financial statements include the financial statements
of the Institute and its subsidiaries for the year ended 30 June 2006.
All material inter-company balances, transactions and unrealized
surpluses and deficits have been eliminated on consolidation. A
subsidiary is an entity over which the Institute has control, which is
defined as the power to govern the financial and operating policies of

the entity so as to obtain benefits from its activities.
¢. Revenue recognition

Annual subscription fees are recognized on a straight line basis over

the subscription period.

m
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Notes

First registration fees are recognized on receipt.
Rental income is recognized on a straight line basis over the lease terms.

Interest revenue from bank deposits is recognized on a time basis by

reference to the principal outstanding and the interest rate applicable.

Revenue from seminars, courses, examinations and advertisements is

recognized upon completion of services provided.

Commission received from affinity credit cards is recognized on a
periodical basis based on confirmed credit card charges reported by

the card issuing bank.

Revenue from sale of publications and other sundry items is
recognized when the significant risks and rewards of ownership of
the goods are transferred to the buyers.

d. Government grants
Government grants are recognized at their fair value where there
is reasonable assurance that the grants will be received and all

attaching conditions will be complied with.

Government grants related to income are recognized as income over

the periods necessary to match them with the related costs.

Grants related to assets are deducted from the cost of the assets
in arriving at their carrying amounts to the extent of the grants

received and receivable as at the date of the balance sheet.

Where a refund is required under the terms of the agreement and a

refund is probable, a liability is recognized for the expected amount
of the refund.

e. Capital levy
'The capital levy is an equity contribution from members and

students, and is taken to the capital fund in the year of receipt.

f. Tax

Tax expense represents the sum of the tax currently payable and
deferred tax.
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Notes

The tax currently payable is based on taxable surplus for the year.
Taxable surplus differs from surplus as reported in the income
statement because it excludes items of income or expense that are
taxable or deductible in other years and it further excludes items that
are never taxable or deductible. The Group liability for current tax

is calculated using tax rates that have been enacted or substantively
enacted at the balance sheet date.

Deferred tax is the tax expected to be payable or recoverable on
differences between the carrying amounts of assets and liabilities
in the financial statements and the corresponding tax bases used in
the computation of taxable surplus, and is accounted for using the
balance sheet liability method. Deferred tax liabilities are generally
recognized for all taxable temporary differences, and deferred tax
assets are recognized to the extent that it is probable that taxable
surplus will be available against which deductible temporary

differences can be utilized.

Deferred tax liabilities are not recognized for taxable temporary
differences arising on investments in subsidiaries where the Group
is able to control the reversal of the temporary difference and it
is probable that the temporary difference will not reverse in the

foreseeable future.

The carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable surplus will be available to allow all
or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply
in the period when the liability is settled or the asset realized.
Deferred tax is charged or credited in the income statement, except
when it relates to items charged or credited directly to general or
capital funds, in which case the deferred tax is also dealt with in

general or capital funds.

g. Impairment of assets

Internal and external sources of information are reviewed at

each balance sheet date to identify indications that assets may be
impaired or an impairment loss previously recognized no longer
exists or may have decreased. If any such indication exists, the asset’s

recoverable amount is estimated. The recoverable amount of an asset
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Notes

is the higher of its fair value less costs to sell and value in use. An
impairment loss is recognized in the income statement whenever the

carrying amount of an asset exceeds its recoverable amount.

An impairment loss is reversed if there has been a change in the
estimates used to determine the recoverable amount and which results
in an increase in the recoverable amount. A reversal of impairment
losses is limited to the asset’s carrying amount that would have been
determined had no impairment loss been recognized in prior years.
Reversals of impairment losses are credited to the income statement

in the year in which the reversals are recognized.

h. Property and equipment

Property and equipment are stated at cost less accumulated
depreciation and impairment. The cost of an asset comprises

its purchase price, including import duties and non-refundable
purchase taxes, after deducting trade discounts and rebates, and any
cost directly attributable to bringing the asset to the location and
condition necessary for it to be capable of operating in the manner
intended by management. It also includes the initial estimate of any
cost of dismantling and removing the items and restoring the site
on which it is located. Expenditure incurred after the assets have
been put into operation, such as repairs and maintenance cost, is
normally charged to the income statement in the period in which it
is incurred. In situations where it can be clearly demonstrated that
the expenditure has resulted in an increase in the future benefits
expected to be obtained from the use of the assets, the expenditure
is capitalized as an additional cost to the assets. When assets are sold
or retired, their cost and accumulated depreciation are eliminated
from the financial statements and any gain or loss resulting from

their disposal is included in the income statement.

Property and equipment are depreciated at rates sufficient to write off
their depreciable amounts over their estimated useful lives using the
straight-line method. Depreciable amount is the cost of an asset, or
other amount substituted for cost, less its residual value. The residual
values and useful lives of assets are reviewed at each financial year-end
and, if expectations differ from previous estimates, the changes will
be accounted for as a change in an accounting estimate. If the residual
value of an asset increases to an amount equal to or greater than the

asset’s carrying amount, no depreciation is charged.
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Notes

'The annual depreciation rates adopted are as follows:
Buildings 5%
Leasehold improvements 10%
Furniture, fixtures, computers and equipment 10-33Y:%

Items of a capital nature costing less than HK$1,000 are recognized

as expenses in the year of acquisition.

i. Leases

Leases where substantially all the rewards and risks of ownership of
assets remain with the lessor are accounted for as operating leases.
Where the Group is the lessor, assets leased by the Group under
operating leases are included in non-current assets, and rentals
receivable under the operating leases are credited to the income
statement on the straight-line basis over the lease terms. Where the
Group is the lessee, rentals payable under the operating leases are
charged to the income statement on the straight-line basis over the

lease terms.

Prepaid land lease expense is an up-front payment to acquire a long
or medium-term interest in lessee occupied land. This payment is
stated at cost and amortized over the remaining term of the lease to

the income statement.

j. Non-current assets classified as held for sale
Non-current assets classified as held for sale are measured at the

lower of their carrying amounts and fair values less costs to sell.

k. Inventories

Inventories, comprising publications and souvenirs held for sale, are
stated at the lower of cost determined on a weighted average basis,
and net realizable value. Cost includes direct costs of purchases and
incidental costs incurred in bringing the inventories to their present
location and condition. Net realizable value is the estimated selling
price in the ordinary course of business less all estimated costs to be

incurred prior to sale.
l. Foreign currency translation

i. Functional and presentation currency

Items included in the financial statements of the Institute and
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Notes

its subsidiary are measured using the currency of the primary
environment in which the Institute and its subsidiary operate
(the functional currency). The consolidated financial statements
are presented in Hong Kong dollars, which is the Institute’s

functional and presentation currency.

ii. Transactions and balances

Foreign currency transactions are translated into the functional
currency at the exchange rates ruling at the transaction dates.
Monetary items denominated in foreign currencies are translated
into Hong Kong dollars at the closing rate at the balance

sheet date. Non-monetary items that are measured in terms

of historical cost in a foreign currency are translated using the
exchange rate at the date of the transaction. Non-monetary
items measured at fair value in a foreign currency are translated
using the exchange rates at the date when the fair value was
determined. All exchange differences are recognized in the

income statement.

m. Employee benefits

i.

ii.

Retirement benefits costs

The Group operates two approved defined contribution
retirement benefits schemes for employees: A Mandatory
Provident Fund (MPF) Exempted Occupational Retirement
Scheme and an MPF Scheme under the Mandatory Provident
Fund Schemes Ordinance.

The contributions payable to the Group’s defined contribution
retirement benefits schemes are charged to the income

statement as incurred.

Employee leave entitlements

Employee entitlements to annual leave are recognized when
they accrue to employees. An accrual is made for the estimated
liability for annual leave as a result of services rendered by the

employees up to the balance sheet date.

Employee entitlements to sick leave are recognized when a sick
leave entitlement is accrued, to the extent that future sick leave
taken is expected to be greater than entitlements to sick leave
earned after the balance sheet date.
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Notes

n. Cash equivalents

For the purpose of the cash flow statements, cash equivalents
represent short-term highly liquid investments, which are readily
convertible to known amounts of cash, and which are subject to an

insignificant risk of changes in value.

o. Provisions

Provisions are recognized when the Group has a present legal or
constructive obligation as a result of past events, it is probable that
an outflow of resources will be required to settle the obligation,
and a reliable estimate of the amount can be made. Where

the Group expects an outflow of resources to be reimbursed,

the reimbursement is recognized as a separate asset when the

reimbursement is virtually certain.

Where it is not probable that an outflow of economic benefits
will be required, or the amount cannot be estimated reliably, the
obligation is disclosed as a contingent liability, unless the probability

of outflow of economic benefits is remote.

p- Borrowing costs

Borrowing costs including interest, amortization of discounts
or premiums on borrowings, and amortization of ancillary costs
incurred in the arrangement of borrowing. Borrowing costs are

expensed when incurred.

q. Equity
For the purpose of capital disclosure, the Council regards the
capital fund as capital of the Group.

3. Segment information

For financial statement presentation purposes, the Group is
organized into six operating units: Student education and

training, membership & member services, regulatory, mainland &
international relations, communications and HKIAAT Group. Each
operating unit is deemed to be a reportable segment. The structure
has been revised from 2005 and the comparative information has

been restated.
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Notes

Student education and training refers to the registration of students;
the accreditation of university programmes and overseas qualifications;
the operation of the Institute’s Qualification Programme and
professional examinations; provision of student services.

Membership & member services refers to the registration of
certified public accountants, firms of certified public accountants
(practising) and corporate practices, and the issuance of practising
certificates to members to perform statutory audits in Hong Kong.
It is also responsible for implementing the practical experience
framework for membership, maintaining membership records

and processing members’ applications for Institute of Chartered
Accountants in England and Wales membership. It also refers to
technical development and support in the specialist disciplines of
tax, insolvency, financial management, corporate governance, risk
management, information technology, and specialized industries
such as banking, insurance, listing and securities. It also refers to
providing technical services to members, including professional
interest groups and technical publications; the provision of
membership services; participation in the development of global
products and services; organization of the continuing professional
development (CPD) training; membership networking events; social

and sports activities and affinity programmes.

Regulatory refers to regulatory activities in monitoring members’
observation, maintenance and application of financial reporting,
auditing as well as other assurance and related services’ professional
standards through the statutory practice review programme and
continuous reviews of published listed entity financial statements.
It also refers to the conduct of formal investigations, handling

of complaints and conduct of disciplinary proceedings as well as
working with the government and other regulatory bodies on issues
relating to, and arising from, legislative changes enhancing the
regulation of the accountancy profession in Hong Kong. It also
refers to the development and promulgation of financial reporting,

auditing and assurance and ethical standards and guidelines. Under
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Notes

the international convergence programme, this includes commenting
on draft standards and interpretations. For Hong Kong specific
matters, this includes commenting on relevant legislation and
regulatory issues. The department also supports the implementation
of standards through activities such as developing forums and
seminars, writing technical articles and answering members’

technical enquiries.

Mainland & international relations is responsible for liaising with
authorities/accountancy bodies in mainland China and overseas
to promote the Hong Kong accounting profession, enhancing
members’ understanding of the accounting profession in the
mainland and overseas, and helping members extend their career

and businesses onto the mainland.

Communications refers to official and formal communications with
stakeholders (members, Institute staff, students, the government,
regulators, accounting bodies, the business community, the news
media, the international accounting community and the general
public) about the activities and views of the Institute. It refers to
regular exchanges between stakeholders and the Institute through
our official channels, mainly our email address, website, magazine
and press releases. It also refers to information gathering from

our members, including formal and informal surveys of members’

opinions, needs and concerns.

HKIAAT Group has its principal activities as the promotion of
the study of accountancy among secondary school and sub-degree
students, the award of the “Accredited Accounting Technician”

qualification through conducting professional examinations.

'The Group’s income is derived principally from business activities
in Hong Kong. An analysis of the Group’s results for the year, assets
and liabilities at the balance sheet date by business segment is set

out overleaf:
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RBEE TEERESNBRTERE 831 95,978 (571) 96,238
REBEE  TEEHEERITEHEN 3,922 101,315 (2,726) 102,511
EARMX 72 67,915 - 67,987
e 696 5,682 (275) 6,103
BEBR - 598 -- 598
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Student Membership Mainland &
education & member international
& training services Regulatory relations
2006 HK$'000 HK$'000 HK$'000 HK$'000
Subscriptions and fees 4,707 77,759 - --
Other revenue
- external 32,847 13,437 1,525 1,389
- internal 216 - - -
Government grants -- (18) 1,526 --
Operating expenses (25,898) (18,958) (21,396) (8,946)
Segments surplus/(deficit) before tax 11,872 72,220 (18,345) (7,557)
HKIAAT
Communications group  Unallocated  Elimination Consolidated
2006 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Subscriptions and fees -- 3,578 - -- 86,044
Other revenue
- external 993 6,498 4,715 -- 61,404
- internal -- -- 1,240 (1,456) --
Government grants - - - - 1,508
Operating expenses (16,518) (10,311) (38,252) 1,811 (138,468)
Segments surplus/(deficit) before tax (15,525) (235) (32,297) 355 10,488
Interest income 415
Interest expense (5,473)
Surplus before tax 5,430
Tax (1,379)
Surplus after tax 4,051
Non-current assets, excluding tax 16,983 240,944 (13,248) 244,679
Current assets, excluding cash and
bank balances 831 95,978 (571) 96,238
Current liabilities, excluding tax and
short-term bank loans 3,922 101,315 (2,726) 102,511
Capital expenditure 72 67,915 - 67,987
Depreciation 696 5,682 (275) 6,103
Impairment loss -- 598 -- 598
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BHEHE EHR Aot %
ResEl B8R BE B[ g A
2005 F#ET F#ET THET T
SERKE 4,690 73,736 - -
Hiug A
- HMNER 19,603 10,723 1,174 1,264
- A 115 - - -
BFER - 282 - -
EEMX (19,404) (18,146) (25,727) (7,358)
o EBEL AT B/ (B A) 5,004 66,595 (24,553) (6,094)
EHBIH
B S ERE RSB EZE | =Ee
2005 Fi#xT FHT TFHT FHIT FH#IT
SERWE - 3,597 - - 82,023
Hg A
- JMNER 645 5,543 990 - 39,942
- AL - - 140 (255) -
BF&EBY - - 205 - 487
EERX (16,178) (9,012) (25,727) 632 (120,920)
o EBEL AT B R/ (B A) (15,533) 128 (24,392) 377 1,532
F 2 W= 707
ECTNIR S 2,239
BiE (764)
BeRt 1,475
FIRBEE  TEEHE 17,715 88,049 (13,602) 92,162
RBEE TEERESNBRTER 808 27,262 (1,925) 26,145
REBAE  TBEHE 3,803 73,738 (1,845) 75,696
EARBX 141 1,769 -- 1,910
e 702 2,591 (275) 3,018
REEER - 434 - 434
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Notes

Student Membership Mainland &
education & member international
& training services Regulatory relations
2005 HK$'000 HK$'000 HK$'000 HK$'000
Subscriptions and fees 4,690 73,736 - --
Other revenue
- external 19,603 10,723 1,174 1,264
- internal 115 - - -
Government grants -- 282 -- --
Operating expenses (19,404) (18,146) (25,727) (7,358)
Segments surplus/(deficit) before tax 5,004 66,595 (24,553) (6,094)
HKIAAT
Communications group  Unallocated  Elimination Consolidated
2005 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Subscriptions and fees -- 3,597 - -- 82,023
Other revenue
- external 645 5,543 990 -- 39,942
- internal -- -- 140 (255) --
Government grants -- -- 205 -- 487
Operating expenses (16,178) (9,012) (25,727) 632 (120,920)
Segments surplus/(deficit) before tax (15,533) 128 (24,392) 377 1,532
Interest income 707
Surplus before tax 2,239
Tax (764)
Surplus after tax 1,475
Non-current assets, excluding tax 17,715 88,049 (13,602) 92,162
Current assets, excluding cash and
bank balances 808 27,262 (1,925) 26,145
Current liabilities, excluding tax 3,803 73,738 (1,845) 75,696
Capital expenditure 141 1,769 - 1,910
Depreciation 702 2,591 (275) 3,018
Impairment loss - 434 - 434
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4. EBFIKE s
&E=E /N
2006 2005 2006 2005
FiET FH#T FH#T FHT
EEE
28 46,688 42,727 46,688 42,698
HERE 16,199 15,806 16,199 15,806
B 6,732 6,980 3,725 3,920
=R 8,163 8,158 8,163 8,158
HELE 2,755 2,164 2,755 2,164
Hitb 60 85 60 85
BHREME
a8 2,251 3,174 2,251 3,170
HEERE 258 253 258 253
B4 1,553 1,274 982 770
S AT 78 110 78 110
HELE 77 77 77 77
Hibu g
HEEKFTERMAA 215 190 215 190
HERABEREE 291 417 291 417
BN BLEER 724 608 724 608
86,044 82,023 82,466 78,426
5. HibUe A _
£E 28
2006 2005 2006 2005
FiET F#IT FH#EIT FH#T
ZHWE 34,593 21,302 30,560 18,214
e RENHEM4ES K 19,567 16,056 19,085 15,178
HEER 2,286 1,378 1,109 400
ETESWE 1,340 983 993 645
FE Wz 415 707 330 704
HeWmsE 3,081 - 3,081 -
[RYLE =k 537 223 - -
61,819 40,649 55,158 35,141
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Notes

4. Subscriptions and fees

Group Institute
2006 2005 2006 2005
HK$'000 HK$'000 HK$'000 HK$'000
Annual subscription fees
Members 46,688 42,727 46,688 42,698
Practising certificates 16,199 15,806 16,199 15,806
Students 6,732 6,980 3,725 3,920
Firms 8,163 8,158 8,163 8,158
Corporate practices 2,755 2,164 2,755 2,164
Others 60 85 60 85
First registration fees
Members 2,251 3,174 2,251 3,170
Practising certificates 258 253 258 253
Students 1,553 1,274 982 770
Firms 78 110 78 110
Corporate practices 77 77 77 77
Other fees
Member practices’ changes in particulars 215 190 215 190
Advancement to fellowship 291 417 291 417
Assessment for overseas students 724 608 724 608
86,044 82,023 82,466 78,426
5. Other revenue
Group Institute
2006 2005 2006 2005
HK$'000 HK$'000 HK$'000 HK$'000
Income from examinations 34,593 21,302 30,560 18,214
Income from seminars, courses and other activities 19,567 16,056 19,085 15,178
Sales of goods 2,286 1,378 1,109 400
Income from advertisements placed in the journals 1,340 983 993 645
Interest income 415 707 330 704
Rental income 3,081 -- 3,081 --
Donations received 537 223 -- -
61,819 40,649 55,158 35,141
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6. BIAFE R
O B BT Vs I BOR RR 98 B IR B R B i ) (SR
B Eta) O Tk

126

ZEFWEZAZTNH o Ak [HEAG R E
AR A (TIN) = — 6 2 75 ¥ B 35 & 5t o 388 o 50 T 285
BT & ] BiTER - ZEEWEERA G HE
ABRBT & - HERTRADH 2wk - 2 5 R - i
e A R YR S E g s A = Y
IR - ZIE B PG EHE 252,968,000 00 » T &
VR [ BN A 3R B 5 £ 959,000 JL B BY ©

F58£959,0009 T B BB O 28K » W =FF
HEANAZTHERBAIR - RE-RFHEANA=T
H IR4EHE 5 79,0009 70 TR S5 AH B 2 R s 2 Wt 25 -

ZHEAR_-ZEFHFE T _H=1+—H%K » HHHBK
A 3,021,000 55 ©

ZEFNE=HAZHNUAE > AGR [Sor Bl e
AGEINEHRB ] BETHR - ZFEHAWREER
BE G ARG e > R A€ H 2B 3E R
R TR o FIEHB M & %1,990,000% 5T > 1M
T W 5 [ R S PR A 5 22 849,0009 L B W)

849,000% JG M BURN & B O 2 3R - MEZFFHA
ANHAZ IR » 205,0009 TCAR SEAH B 2 RG22
Wezs > i B S TR B 10 644,0008 70 L IEIEM, - %
BREERAPAR - FRHEH R RN T—
RA=1H5ek » HH # A% 451,939,000 7T

Notes

6. Government grants
'The Institute had signed the following agreements with the

Government of the Hong Kong Special Administrative Region
(HKSAR) under the Professional Services Development Assistance
Scheme (PSDAS):

a.

On 24 March 2004, the Institute signed an agreement for

a project entitled “International Innovation Network (IIN)

— a global innovative services development platform for the
professional accountants in Hong Kong.” The objective of

the project was to provide a platform for the professional
accounting institutes to share the innovative ideas, products and
services, and to enable global participation in those products or
services that benefit professional accountants and their clients
or employees. The estimated project cost was approximately
HK$2,968,000. The Government of the HKSAR would
contribute not more than HK$959,000 to the project cost.

'The government’s contribution of HK$959,000 has been fully
received and recognized as at 30 June 2005. For the year ended
30 June 2005, an amount of HK$79,000 was recognized as

income to match with the related costs.

The project was completed on 31 December 2005 with a total
project cost of HK$3,021,000.

On 24 March 2004, the Institute signed an agreement for a
project entitled “Setting up of training/conference facilities for
the Hong Kong Institute of Certified Public Accountants.”
'The objective of the project was to provide a suitable training
venue to meet part of the needs of the Institute’s expanding
education and training programmes. The estimated project cost
was HK$1,990,000. The Government of the HKSAR would
contribute not more than HK$849,000 to the project cost.

The government’s contribution of HK$849,000 has been

fully received. For the year ended 30 June 2005, an amount

of HK$205,000 was recognized as income to match with the
related costs, and HK$644,000 related to fitting-out works was
deducted from the cost of furniture, fixtures and equipment. The
project was completed on 30 November 2004 with a total project
cost of HK$1,939,000.
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. ZERFWNENHTH > AFE [FHMEHEGEIEN

VM EERRE] BTt -  ZHAMZERN
WG AT A > WA R > D
A58 2 I AT 6 0 1 SR W 2R T B & B A S B S T
VAT R B R e it R oK o % JH B Mt E &
456,000% 70 > T 75 ¥ 47 I IBCT A1 3R Bk 55 26 203,000 9%
JLEB) -

RE_BZBZHEANAZTHILEE > ZHEN
203,000 70BN % B O 2 SR > AR SEAI B & A

ZHHRZ-ZFFHFETHA=+—H%K > HE#EK
A #370,0008 70 » £RE018,000 BB B A BN -

C ZEBNETZHZAZEH o AFR [ETRER
Hat#l ] BTk - ZHBA W RBERETAFHHR
3 A% T B DL IR RO R ROR > R 4R THAE A
W N AN TN EGIRNER
BT o P A AT H R — 8 o P G S
BRI EGE R T/ E NN - I H MG
% 1 %454,940,000% 70 > M 7 W6 47 [0 BN A 1R i &
1,665,000 L& B © 4E1N > 1,526,000800 (ZFZE
FiAE M) OB SRR A - FEERE
B 58 > [H EBUR R -

. ZRFRAENA=ZTH > AGH [FHEEA e

BEFTF MRS BT - FEHAWRE
RHPEEFI R 2485 > SRR E R
BE ~ 7k s MR M A SR B R B R 4R 5 S o
WUEH E R T 53,314,000 50 © T WS 4R I B
AR 21,545,000 C & B - RIEHH R _FFA
£ HBEEAT -

Notes

C.

On 10 June 2004, the Institute signed an agreement for a project
entitled “Membership survey for benchmarking professional
accounting practices.” The project aimed to obtain industry

data through the survey responses from member firms in public
practice to help the Institute to devise a focused strategy to assist
members and firms in meeting their professional and business
development needs. The estimated project cost was HK$456,000.
The Government of HKSAR would contribute not more than
HK$203,000 to the project cost.

For the year ended 30 June 2005, the government’s contribution
of HK$203,000 to the project was fully received and recognized
as income to match with the related costs.

The project was completed on 31 December 2005 with a
total project cost of HK$370,000 and a residual amount of
HK$18,000 had been refunded to the government.

On 23 December 2004, the Institute signed an agreement
for a project entitled “Revision of the practice review
programme.” The objective of the project was to revise

the Institute practice review programme to make it more
effective and efficient which will enhance the image and
competitiveness of Hong Kong accountancy professionals
working in Hong Kong, the mainland and overseas. The
practice review programme serves as a quality assurance
review mechanism on the work of practising firms/
accountants. The estimated project cost was HK$4,940,000.
The Government of the HKSAR would contribute not
more than HK$1,665,000 to the project cost. During the
year, HK$1,526,000 (2005: nil) was recognized as income to
match with the related costs. The project is making progress
despite some delays in its completion schedules.

On 31 August 2005, the Institute signed an agreement

for a project entitled “HKICPA audit practice manual
development.” The objective of the project was to provide

a reference guide for professional accountants in public
practice with the best practice in audit approach and
methodology, and the documenting of the work in SME
audit engagements. The estimated project cost was
HK$3,314,000. The Government of the HKSAR would
contribute not more than HK$1,545,000 to the project cost.

The project commenced in July 2006.
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7. &iE .
2Ep= £5 28
2006 2005 2006 2005
FiET FH#T FH#T FHT
EEER (FMF&E21) 60,304 53,101 57,794 50,709
e FENEMES 17,307 16,777 15,307 16,760
=3 15,726 11,968 14,095 10,117
HEERBEAK 1,164 757 511 272
HRE T 5,732 5,869 5,288 5,540
HIE - ENRIFIZA 2,550 4,832 2,136 4,163
e (FFEE11) 6,103 3,018 5,682 2,591
T FAERI S (KiEE12) 4,710 559 4,682 531
E A D HBAE 8,101 7,937 7,880 7,510
BFEREEX 4,388 2,678 4,097 2,391
EENEXER 2,245 4,180 2,138 4,097
BELEERRE (500) - (500) --
Hih—RITHRAHEEMX 10,638 9,244 10,249 7,354
138,468 120,920 129,359 112,035
8. pht
RIS - AR
2006 2005 2006 2005
FHET FHIT FHT FHT
ROTERREZFE 5,473 - 5,473 -
9. BipIZER &=E AE
2006 2005 2006 2005
FiET F#IT FH#IT FH#T
Al Bk
23
EBERF (FFE21) 60,304 53,101 57,794 50,709
ZEETEN £ 89 109 73 93
wE (KHEE11) 6,103 3,018 5,682 2,591
T FAER S (KiEE12) 4,710 559 4,682 531
AEEERHTTZERAAR
REMBNER 1,260 1,859 1,260 1,859
REHEEY 488 443 488 443
BEYIRFURERE 97 182 97 182
MEEH 5,473 - 5,473 -
HEEE (MiEE11) 598 434 598 434
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Notes

7. Operating expenses

Group Institute
2006 2005 2006 2005
HK$'000 HK$'000 HK$'000 HK$'000
Employee benefits (note 21) 60,304 53,101 57,794 50,709
Seminars, courses and other activities 17,307 16,777 15,307 16,760
Examinations 15,726 11,968 14,095 10,117
Cost of goods sold 1,164 757 511 272
Publication of journals 5,732 5,869 5,288 5,540
Postage, printing and stationery 2,550 4,832 2,136 4,163
Depreciation (note 11) 6,103 3,018 5,682 2,591
Land lease expense (note 12) 4,710 559 4,682 531
Communications and public relations 8,101 7,937 7,880 7,510
Building related expenses 4,388 2,678 4,097 2,391
Legal and professional fees 2,245 4,180 2,138 4,097
Reversal of legal fee provision (500) -- (500) -
Other general administration and office expenses 10,638 9,244 10,249 7,354
138,468 120,920 129,359 112,035
8. Financing charges ]
Group Institute
2006 2005 2006 2005
HK$'000 HK$'000 HK$'000 HK$'000
Interest on bank loans and overdrafts 5,473 - 5,473 --
9. Surplus before tax ]
Group Institute
2006 2005 2006 2005
HK$'000 HK$'000 HK$'000 HK$'000
Surplus before tax is arrived at after:
Charging
Employee benefits (note 21) 60,304 53,101 57,794 50,709
Auditors’ remuneration 89 109 73 93
Depreciation (note 11) 6,103 3,018 5,682 2,591
Land lease expense (note 12) 4,710 559 4,682 531
Cost of development of examination syllabus and
course materials for professional programme 1,260 1,859 1,260 1,859
Operating lease payments 488 443 488 443
Provision for impairment of receivables 97 182 97 182
Financing charges 5,473 -- 5,473 --
Impairment loss (note 11) 598 434 598 434
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10. $ilE
%H AF
2006 2005 2006 2005
FiET FH#T FHT FHT
.-G
FEEBFEHRE 494 887 400 743
T EERE (BE) /TR (54) 107 (54) --
440 994 346 743
IRERIE
FREENBEEREREMINELEHEEZ A/ (RE) 939 (230) 939 (230)
BIEEX 1,379 764 1,285 513
BB TR IR AE 9 ok B B R A 5T BB B AR IR17.5% (BB HAE © 17.5%) 51584 -
Fm RAR (B EEBLR) B3 B BBR FTH A M BLIE B L IR T -
%E )|
2006 2005 2006 2005
FiET FH#T FH#T FH#T
BRI Zek 5,430 2,239 4,300 2,019
BRBABREITS5% (ZEERF 1 17.5%) st ENBE 950 392 753 353
STEERN BT AIENEINRETE 649 428 644 283
TRATEERR BRI N IR ES (166) (163) (58) (123)
T FEERE (BEE) /TR (54) 107 (54)
BIEE X 1,379 764 1,285 513
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Notes

10. Tax
Group Institute
2006 2005 2006 2005
HK$'000 HK$'000 HK$'000 HK$'000
Current tax
Provision for Hong Kong profits tax for the year 494 887 400 743
(Over-provision)/under-provision in previous year (54) 107 (54) --
440 994 346 743
Deferred tax
Deferred tax charge/(credit) relating to the origination and
reversal of temporary differences 939 (230) 939 (230)
Tax expense 1,379 764 1,285 513

Hong Kong profits tax is provided at 17.5% (2005: 17.5%) on the estimated taxable surplus arising in Hong Kong during the year.

The reconciliation of tax charge at the applicable rate (i.e. the statutory tax rate) to tax expense at the effective tax rate is as follows:

Group Institute
2006 2005 2006 2005
HK$'000 HK$'000 HK$'000 HK$'000
Surplus before tax 5,430 2,239 4,300 2,019
Tax at the applicable rate of 17.5% (2005: 17.5%) 950 392 753 353
Tax effect of expenses that are not deductible in
determining taxable surplus 649 428 644 283
Tax effect on income that is not assessable in determining
taxable surplus (166) (163) (58) (123)
(Over-provision)/under-provision in previous year (54) 107 (54) --
Tax expense 1,379 764 1,285 513
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1. YR
HEME B B8
2006 HEEr - FoaR4E st
&8 FET FEXT FH#IT FHT
R-BZREF+LA—BWIREFE 17,399 840 2,441 20,680
wE 43,255 16,954 7,778 67,987
e (2,871) (2,018) (1,214) (6,103)
BELHEFRRBEE (16,692) - - (16,692)
BEEBE - (498) (100) (598)
41,091 15,278 8,905 65,274
R-BEEXREXA=TH
2% 43,255 25,888 21,134 90,277
REEBNERAE (2,164) (10,610) (12,229) (25,003)
41,091 15,278 8,905 65,274
28
R-ZEZERF LA —HMIREFE 17,399 498 2,230 20,127
RE 43,255 16,954 7,706 67,915
e (2,871) (1,719) (1,092) (5,682)
BFELEERBEE (16,692) - - (16,692)
WEEE - (498) (100) (598)
41,091 15,235 8,744 65,070
R-BEREXA=TH
[3%:N 43,255 24,393 19,453 87,101
ERINERAE (2,164) (9,158) (10,709) (22,031)
41,091 15,235 8,744 65,070
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Notes

11. Property and equipment

Furniture,
Leasehold Leasehold fixtures &
2006 buildings improvements equipment Total
Group HK$'000 HK$'000 HK$’000 HK$’000
Net book value at 1 July 2005 17,399 840 2,441 20,680
Additions 43,255 16,954 7,778 67,987
Depreciation (2,871) (2,018) (1,214) (6,103)
Classified as non-current assets held for sale (16,692) -- - (16,692)
Impairment loss -- (498) (100) (598)
41,091 15,278 8,905 65,274
At 30 June 2006
At cost 43,255 25,888 21,134 90,277
Accumulated depreciation and impairment (2,164) (10,610) (12,229) (25,003)
41,091 15,278 8,905 65,274
Institute
Net book value at 1 July 2005 17,399 498 2,230 20,127
Additions 43,255 16,954 7,706 67,915
Depreciation (2,871) (1,719) (1,092) (5,682)
Classified as non-current assets held for sale (16,692) -- - (16,692)
Impairment loss -- (498) (100) (598)
41,091 15,235 8,744 65,070
At 30 June 2006
At cost 43,255 24,393 19,453 87,101
Accumulated depreciation and impairment (2,164) (9,158) (10,709) (22,031)
41,091 15,235 8,744 65,070
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HEmE = BB

2005 HEEgr & FozRiE st
£E FHT F#ET FHIT FHT
R-ZEZENFE+ A —HWIRERE 18,715 2,148 2,627 23,490
hE - 20 1,890 1,910
HE - (624) (624)
BUFERS -- (530) (114) (644)
e (1,316) (552) (1,150) (3,018)
BEEBE -- (246) (1898) (434)
R-EBEREFEAA=+THNRERE 17,399 840 2,441 20,680
R-EZBHRFARA=T1AH

[2%:N 29,257 8,936 13,354 51,547
EBINERRE (11,858) (8,096) (10,913) (30,867)
R-EEREEAA=+THNIRERE 17,399 840 2,441 20,680
2F

R-ZEBEZTNE+ A — HOIREFE 18,715 1,529 2,407 22,651
HRE - - 1,769 1,769
HE - (624) (624)
BF& B - (530) (114) (644)
e (1,316) (255) (1,020) (2,591)
HWEEE - (246) (188) (434)
R-EEBEFEANA=STHANREZE 17,399 498 2,230 20,127
R-ZEERFEA<A=1+H

[3%:N 26,315 7,440 11,746 45,501
EBINERAE (8,916) (6,942) (9,516) (25,374)
R=FFRFAA=THHREFE 17,399 498 2,230 20,127
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Notes

Furniture,
Leasehold Leasehold fixtures &

2005 buildings improvements equipment Total
Group HK$'000 HK$'000 HK$'000 HK$'000
Net book value at 1 July 2004 18,715 2,148 2,627 23,490
Additions -- 20 1,890 1,910
Disposals -- -- (624) (624)
Government grants -- (530) (114) (644)
Depreciation (1,316) (552) (1,150) (3,018)
Impairment loss - (246) (188) (434)
Net book value at 30 June 2005 17,399 840 2,441 20,680
At 30 June 2005

At cost 29,257 8,936 13,354 51,547
Accumulated depreciation and impairment (11,858) (8,096) (10,913) (30,867)
Net book value at 30 June 2005 17,399 840 2,441 20,680
Institute

Net book value at 1 July 2004 18,715 1,529 2,407 22,651
Additions -- -- 1,769 1,769
Disposals -- -- (624) (624)
Government grants -- (530) (114) (644)
Depreciation (1,316) (255) (1,020) (2,591)
Impairment loss - (246) (188) (434)
Net book value at 30 June 2005 17,399 498 2,230 20,127
At 30 June 2005

At cost 26,315 7,440 11,746 45,501
Accumulated depreciation and impairment (8,916) (6,942) (9,516) (25,374)
Net book value at 30 June 2005 17,399 498 2,230 20,127
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a.

B R R A R A R A R U B S % B A Y
AT R4S R A > WP E WA DL T E IR > DI
e A S T AR

2006 2005
HEWERE 10% 20%
AR - B RA SR 10%-33Y:% 20-50%

VL b S 55 5t O o B 48 I A A B % T A B #A T 4 ELA
4818,000% 7T % 489,000% 7T

SHEUEMHEAFANHED LA  FBETEFLTE
77-79%% H b0 K 170 2 g (BB SETHI A 6,350 F 5 IR)
B g K B — R HAL o

- BEDHHEARANHEY SRR FREFRERERE

SR2135E KB 374 o748 (A B SR 49,722 F HIR) o
WELSR ZEHE LA NHEZZEAFEH -+
HEEA o

. WMBRIE3701 %3708 A AR WA 7,018 F IR o it

BLAHLP A7 00 AR R SR > I SIS P B M RLE B A
Wl > FTDAZ R R FANE A I RSB
R =4 o

- WU 37 Je 274 ORI A €1 P SRAT I8 S A B S I £

AR AT o 2 PG R OK 1 7R L PR (3,550°F 05 IR) B
JAAE 7o A 285 87 o 67 O M SRAT 08 S AR RO AT o

12. AT T HERX
% AF

2006 2005 2006 2005
FiET FH#T FHT FHT
FHMRHEEE 72,041 72,600 68,453 68,984
RE 184,670 - 184,670 -
PTHEABELERBEE (68,169) - (68,169) -
e (4,710) (559) (4,682) (531)
FHRMNIEHEEE 183,832 72,041 180,272 68,453
JE BN ER &R 15 179,405 71,482 175,874 67,922
ENEAER 1 (BfF=E15) 4,427 559 4,398 531
183,832 72,041 180,272 68,453

136




Notes

a. 'The Council carried out a review of the useful lives of
different categories of property and equipment in the
light of experience gained in the past years and decided
to reduce the depreciation rates for the following items to

more accurately reflect their true useful lives:

2006 2005
Leasehold improvements 10% 20%
Furniture, fixtures and
office equipment 10-33%:% 20-50%

The above rate revisions resulted in a reduction in
depreciation charge of HK$818,000 and HK$489,000 for
the Institute and the Group for the year and the following

year I'CSpCCtiVCIy.

b. 'The Group’s leasehold properties, which are held on long
term leases, comprise: 17th floor of Fortis Bank Tower
located at 77-79 Gloucester Road, Wanchai, Hong Kong
with a total gross floor area of 6,350 sq. ft.; and one car
parking space in the same building.

12. Prepaid land lease expense

The Group’s leaschold properties, which are held on
medium term leases, comprise the 37th floor and 27th floor
of Wu Chung House located at 213 Queen’s Road East,
Wanchai, Hong Kong with a total gross area of 49,722 sq.
ft. bought on 8 July 2005 and 28 February 2006 respectively.

. Rooms 3701 and 3708 on the 37th floor of Wu Chung

House with a total gross area of 7,018 sq. ft. are being
leased to a tenant for three years starting from 5 April
2006 pursuant to an option exercised by the tenant to
renew the lease agreement previously signed between the

tenant and the ex-landlord.

'The properties on the 37th floor and 27th floor of Wu

Chung House were charged as security for bank overdraft
and short-term loan facilities granted to the Institute. Part
of the 17th floor of Fortis Bank Tower (3,550 sq. ft.) were

charged as securities for bank overdraft facilities granted to

the HKIAAT.

Group Institute

2006 2005 2006 2005

HK$'000 HK$'000 HK$'000 HK$'000

Carrying amount at beginning of year 72,041 72,600 68,453 68,984
Additions 184,670 -- 184,670 -
Classified as non-current assets held for sale (68,169) -- (68,169) --
Amortization (4,710) (559) (4,682) (531)
Carrying amount at end of year 183,832 72,041 180,272 68,453
Non-current portion 179,405 71,482 175,874 67,922
Current portion (note 15) 4,427 559 4,398 531
183,832 72,041 180,272 68,453
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2006 2005 2006 2005
FiET F#IT FH#IT FH#T
HEHEBS0E 3,560 72,041 - 68,453
HEH10E505F 180,272 180,272 --
183,832 72,041 180,272 68,453
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(INEFIEITER) £15 @i (MEBIEIRE) 235 st

FHET F#T Fi#5T FHERT FHET FET

R-ZEENFELA—H 453 984 1,437 453 984 1,437
AR E IR 80 150 230 80 150 230
R-BEHEFEAXA=1H 533 1,134 1,667 533 1,134 1,667
(F03R)/5T A U 2 R (1,027) 88 (939) (1,027) 88 (939)
R-BEEXRFEXA=TH (494) 1,222 728 (494) 1,222 728
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Notes

The prepaid land lease expense represents leases of land situated in Hong Kong. The carrying amounts are analyzed as follows:

Group Institute
2006 2005 2006 2005
HK$'000 HK$'000 HK$'000 HK$'000
Leases of over 50 years 3,560 72,041 -- 68,453
Leases of between 10 to 50 years 180,272 - 180,272 -
183,832 72,041 180,272 68,453

13. Investment in subsidiaries
The subsidiaries of the Institute are the HKICPA Trust Fund,
the HKICPA Charitable Fund and HKIAAT Group.

The HKICPA Trust Fund and the HKICPA Charitable Fund
were set up with no capital injection by the Institute. Donations
made by the Institute to the Funds are treated as expenses in the

Institute’s income statement and as income in the funds’income

14. Deferred tax assets

statements and are eliminated on consolidation.

HKIAAT was founded by some then Council members of the
HKICPA at no cost to the Institute.

The HKIAAT Scholarship Trust Fund was set up with no
capital injection by HKIAAT.

The components of deferred tax assets recognized in the balance sheet and its movements are as follows:

Group Institute
Accelerated Accelerated
accounting accounting
depreciation/ Other depreciation/ Other
(accelerated tax temporary (accelerated tax temporary
depreciation) differences Total depreciation) differences Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
At 1 July 2004 453 984 1,437 453 984 1,437
Credited to
the income statement 80 150 230 80 150 230
At 30 June 2005 533 1,134 1,667 533 1,134 1,667
(Charged)/credited
to the income statement (1,027) 88 (939) (1,027) 88 (939)
At 30 June 2006 (494) 1,222 728 (494) 1,222 728
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2006 2005 2006 2005
FiET F#IT FH#T FHT
WIEMERS - 20,738 - 20,738
EALEERX (FsE12) 4,427 559 4,398 531
Hit 3,808 1,407 3,738 1,315
8,235 22,704 8,136 22,584
16. IREFERITHERF

%M X
2006 2005 2006 2005
FiET FH#T FHT FHT
EHEFER 2,056 70,560 - 70,560
®EFO 7,784 6,994 6,716 4,687
FREO 4,824 3,222 2,170 875
EEES 76 57 67 44
14,740 80,833 8,953 76,166

EM AR ERE BT =MA R NI MER - €HfF
HRHEPR O EBRERS N A3 7% (ZFFEHE  3.1%) &
3% (CRBFHAE : 1.1%) - £ENBE ST FEL T — %A

17. FEL EEREBEE

751,000¥ 50 (= FFHAE ¢ 736,000850) M#IH » IR E/EARE
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&5 28
2006 2005 2006 2005
FiET F#IT FH#IT FH#T
HEgF 16,692 16,692
EALEERX 68,169 68,169
R E 58 84,861 84,861
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Notes

15. Deposits and prepayments

Group Institute
2006 2005 2006 2005
HK$'000 HK$'000 HK$'000 HK$'000
Deposit on acquisition of properties -- 20,738 -- 20,738
Prepaid land lease expense (note 12) 4,427 559 4,398 531
Others 3,808 1,407 3,738 1,315
8,235 22,704 8,136 22,584

16. Cash and bank balances

Group Institute
2006 2005 2006 2005
HK$'000 HK$'000 HK$'000 HK$'000
Fixed deposits 2,056 70,560 - 70,560
Savings accounts 7,784 6,994 6,716 4,687
Current accounts 4,824 3,222 2,170 875
Cash on hand 76 57 67 44
14,740 80,833 8,953 76,166

Fixed deposits are deposits with maturity dates of three months balances is an amount of HK$751,000 (2005: HK$736,000)
or less from dates of deposit. The effective interest rates on fixed which has been designated for specific purposes under the
deposits and savings accounts are 3.7 % (2005: 3.1%) and 3% HKICPA Trust Fund, the HKICPA Charitable Fund and the
(2005: 1.1%) respectively. Included in the Group’s cash and bank HKIAAT Scholarship Trust Fund.

17. Non-current assets classified as held for sale

Group Institute
2006 2005 2006 2005
HK$'000 HK$'000 HK$'000 HK$'000
Leasehold building 16,692 -- 16,692 --
Prepaid land lease expense 68,169 -- 68,169 --
Carrying amount 84,861 -- 84,861 --
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Notes

Following completion of the acquisition of the 37th floor

and 27th floor of Wu Chung House on 8 July 2005 and 28
February 2006 respectively, the Council decided to sell the 4th
floor and Room 803 of Lippo Centre, Tower Two to partially

finance the purchase of the new office premises.

The 4th floor of Lippo Centre, Tower Two was occupied by
the secretariat until 31 December 2005 and was classified

as properties held for sale on 1 January 2006. On 13 March
2006, the Institute entered into a contract to sell this floor at a

18. Provisions

Movements of provisions during the year are as follows:

consideration of HK$95,800,000. The sale would be completed
on 25 October 2006.

Room 803 was classified as properties held for sale on 16 March
2006 when the Institute entered into a contract to sell this room
at a consideration of HK$31,220,600. The sale was completed
on 31 July 2006.

No depreciation charge was made on both properties since the

dates they were classified as non-current assets held for sale.

Group Institute

2006 2005 2006 2005
HK$'000 HK$'000 HK$'000 HK$'000

Legal expenses
At beginning of the year 2,500 -- 2,500 --
Provision for the year* -- 2,500 -- 2,500
Amount paid during the year (2,000) -- (2,000) --
Amount written back (500) -- (500) --
At end of year - 2,500 -- 2,500

* In July 2005, the disciplinary committees heard and dismissed the cases against a
member practice and a member on the grounds of insufficient evidence and ordered
the Institute to pay 5/6ths of the respondents’ costs occasioned by the disciplinary

19. Short-term bank loans

'The short-term bank loans represent revolving term loans to
the extent of HK$120 million for financing the purchase of
the two floors of properties on the 37th floor and 27th floor
in Wu Chung House. The loans are secured by a charge over

hearings. The Institute provided HK$2.5 million based on the claims filed by the
respondents in the year ended 30 June 2005. The cases were finally settled at HK$2.0

million during the year.

these two floors and bear variable rate at HIBOR plus 0.45%
per annum. The loans would be repaid in December 2006

based on cash flow projection.
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2006 FET FHET FET FHET FET FET
R-—EZHEE+A—H 61,469 62,770 124,239 58,973 58,710 117,683
SEELXHE - 7,989 7,989 7,984 7,984
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R-BEEXRFEXA=TH 65,520 71,885 137,405 61,988 67,282 129,270
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Notes

20. General and capital funds

Group Institute

General fund Capital fund Total General fund Capital fund Total
2006 HK$'000 HK$'000 HK$'000 HK$’000 HK$'000 HK$'000
At 1 July 2005 61,469 62,770 124,239 58,973 58,710 117,683
Capital levy from members - 7,989 7,989 - 7,984 7,984
Capital levy from students -- 1,126 1,126 -- 588 588
Surplus after tax for the year 4,051 - 4,051 3,015 -- 3,015
At 30 June 2006 65,520 71,885 137,405 61,988 67,282 129,270

Group Institute

General fund  Capital fund Total General fund Capital fund Total
2005 HK$'000 HK$'000 HK$'000 HK$°000 HK$'000 HK$'000
At 1 July 2004 as
previously reported 57,939 54,234 112,173 57,467 50,754 108,221
Consolidation of previously
immaterial subsidiaries 2,055 - 2,055 -- -- --
At 1 July 2004 as restated 59,994 54,234 114,228 57,467 50,754 108,221
Capital levy from members -- 7,429 7,429 -- 7,422 7,422
Capital levy from students -- 1,107 1,107 -- 534 534
Surplus after tax for the year 1,475 - 1,475 1,506 -- 1,506
At 30 June 2005 61,469 62,770 124,239 58,973 58,710 117,683

The general fund represents the accumulated operating surplus.

'The Group has two capital funds:

a. 'The capital fund of the Institute represents a capital

levy from its members and students for the purpose of

covering the finance for the purchase, improvement and/or

expansion of the Institute’s office premises. The rates

of levy for the current and immediate prior years were
HK$300, HK$75 and HK$50 from each member, retired
member and student respectively. The rates of levy are

decided annually by the Council.

'The capital fund of HKIAAT represents a capital

levy from its members and students to meet further

improvement and/or expansion of its office premises. The

rates of levy for the current and immediate prior years

were HK$100 and HK$80 for each member and student
respectively. The rates of levy are decided annually by the
board of HKIAAT.
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FET FH#T FHT FHT
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Notes

21. Employee benefits

Group Institute
2006 2005 2006 2005
HK$'000 HK$'000 HK$'000 HK$'000
Salaries, wages and allowances 56,300 48,685 53,940 46,451
Retirement benefits 3,782 3,829 3,632 3,654
Ex-gratia payments to long-service staff 222 587 222 604
60,304 53,101 57,794 50,709
Number of staff
At beginning of year 122 120 111 108
At end of year 129 122 117 111
22. Key management personnel's remuneration
Group and Institute
Performance Retirement
Salary bonus benefits Total Total
2006 2006 2006 2006 2005
HK$'000 HK$’000 HK$'000 HK$'000 HK$'000
Chief Executive and Registrar 2,302 280 345 2,927 2,869

Key management personnel comprise members of the Council and the Chief Executive and Registrar. Council members are not remunerated.

23. Related party transactions
During the year, the Group had the following material transactions with its related parties:

2006 2005
HK$'000 HK$'000
Members of the Institute’s Council 1,662 442

147



fiY At

a.

148

Y/

e

BEEERE
7 S0 RO 0 T WA £ 2 T o
4 -

BN

A5 P B oy B B B R N LB AT 2 R S
T A BEFBEER HEEE b2 R g B akEE)

i AEHREEER - BEBT GRS R REAgHE
RREM AR MTEED - B E B & 54T 3 A860,000
Wt (ZRBZTAE 1 370,00085T) ©

i O 87 1) 52 5 8 SR 8 BT XA 802,000 5T o 1F By ik
BB A EOEAT R AR DA T R R A PR AR B Y
T 4 o

BEZRZHLFEAAZTHIEEE > AFHRERBKES
w5 2 P07 32 72,0008 78 > A8 %y i 5585 P 10 B 2 67 B BEE
TG A4 o

A BE BB EAESE > BT AGBF R E A8 - BXK
BT S ah AT ~ B8R BOKE & R B T S S A
FHEIMAEBA -

A REZRFAGER ZEFAEAA =T H ISR
SRR H W8 R o 1 B A B R H LR
A PN ST RO > AT 5 T P R PR o s
B R AR R SR - GRS A e AR &
B B A R AR RS o A A T A B AR S LB A
A R AR K o

. BEEMASEETES

Ng [EMARKAES 2] X —% 581,164,000
Wt (ZFZHAE + 1,176,000 70 ) B3R E A B €5

Rl A 15 FERE & MR TH o Z R IE M EHEH - REHRIE -
A BRI AT o

c. ERENMAGEEES
BN AFRHEBEIMHATESZESH 1,000,000
WL (CRFHA - ) E—REZEHRE - A9 [EMARXK
FomEst A | HoP— 2% 81,000,000 00 (ZFFHAF ¢
S ) PR TR E AT B W O o B € 2R B R A AR o K
TE I JEHEAT > AR > RSB RIREL AL o

d. EEMBEHE
BN NG TR BB B w0 B 131 240,0008 58 - F A
B A DARCA S R R v BB w6 SR AL I Al A B R g
POTH 4x > T 4 4 A WL IET 5 H 5 o B [ ENROIR 3K ] o
— % 8432,000% 70 (ZFFHAE : 517,000970) M3 IE &
JRE WO A i B IR T A o % AR I KA -
AFEHRLE > ZE B AR o

24, AT B

S T LA Ik~ BEAT R ~ I RAT R A BB e A
BATAEAF o SRR D6 B OB S i e > e R RIS B T
L L o

JRE WAL ek 0 B A ek o e 30 » W R B LA

B 103 W1 A0 BRAT AR B BN T A o

Ry ARSI T S > AN BL A BRAT A5 AR A e >
S AF DAAH 7] 65 W 2 L A0 ) B K o

FE R R EBOR > BRBATHEIAFRZ I > ARG RN
BETH -



Notes

a. Members of the Institute’s Council
No members of the Council received any fees or other

remuneration for serving as a member of the Council.

Details of material transactions between the Group and
Council members or parties related to Council members,
except the income received by the Group in the ordinary

course of business, such as subscriptions and fees, were:

i. An amount of HK$860,000 (2005: HK$370,000)
was paid to Deloitte Touche Tohmatsu pursuant to
contracts awarded for development of the Institute’s

professional programme.

ii. An amount of HK$802,000 was paid to KPMG for
carrying out various systems design, security and

control reviews.

For the year ended 30 June 2005, an amount of
HK$72,000 was paid to PricewaterhouseCoopers for
assisting the Institute with the drafting of certain

technical materials.

In both the current and prior years, certain Council

members were partners of Deloitte Touche Tohmatsu,

PricewaterhouseCoopers and KPMG.

In addition, for the years ended 30 June 2006 and 2005,

in the normal course of operations, the Group paid
honoraria to recipients, some of whom are Council
members or parties related to Council members, for
various services provided to the Group such as giving
lectures and providing venues for training courses, marking
of examination scripts, contributing articles to the Group’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 significant.

b. The HKICPA Trust Fund
Included in “Accounts payable and accruals” of the Institute
is an amount of HK$1,164,000 (2005: HK$1,176,000) due

to the HKICPA Trust Fund. The amount is unsecured,

interest-free and payable on demand.

¢. The HKICPA Charitable Fund
During the year, the Institute donated HK$1 million
(2005: nil) to the HKICPA Charitable Fund for general
charitable purposes. Included in the “Accounts payable and
accruals” of the Institute is an amount of HK$1 million
(2005: nil) due to the HKICPA Charitable Fund. The

amount is unsecured, interest-free and payable on demand.

d. HKIAAT
During the year, the Institute received HK$240,000
from HKIAAT for payroll and other management
service provided to HKIAAT on a cost recovery basis.
Included in “Accounts receivable” of the Institute is an
amount of HK$432,000 (2005: HK$517,000) due from
HKIAAT arising from the service provided. The amount is
unsecured, interest-free and repayable on demand.

24. Financial instruments risk

Financial instruments consist of accounts receivables, accounts
payable, short-term bank loans and cash and bank balances.
Being member-based organizations, the Group carries as little

risks from financial instruments as practicable.

Accounts receivable and accounts payable are very short term

in nature and the associated risk is minimal.

Note 19 identifies that the short-term bank loans will be
repaid in December 2006.

To help contain foreign exchange risk, a small portion of
the cash and bank balances is held in pounds sterling for
settlement of certain accounts payable denominated in the

same currency.
'The Group exercises prudent investment policy by investing

in no other investment vehicles but short-term deposits held
with banks.
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Notes

25. Commitments
'The Group and the Institute had the following commitments at the balance sheet date:

2006 2005
HK$'000 HK$'000
a. Capital commitments
Authorized but not contracted for:
Costs for renovating the newly purchased properties in Wu Chung House -- 15,000
Contracted but not provided for:
Purchase of two floors of property in Wu Chung House - 186,645
Expenditure for the development of e-Voting system - 67
Total capital commitments -- 201,712
b. Operating lease commitments
The Group had two operating leases on office buildings as at 30 June 2006. The total future
minimum lease payments under the non-cancellable operating leases are payable as follows:
2006 2005
The Institute HK$’000 HK$’000
Within one year 261 -
After one year, but within five years 166 422
427 422
26. Litigation 27. Events after the balance sheet date
The Institute is involved in litigation arising in the ordinary On 13 and 16 March 2006, the Institute entered into two
course of business. The total amount of legal costs and agreements to sell the 4th floor and Room 803 of Lippo
claims of the outstanding cases cannot be determined at Centre, Tower Two at considerations of HK$95,300,000
this stage. Having considered the outstanding cases and and HK$31,221,600 respectively. The sale of Room 803
with the Institute’s past experience in similar types of was completed on 31 July 2006. 'The total gain on the sale
litigation, the Council is of the opinion that the possibility of these properties is approximately of HK$40 million
of an outflow of resources in settlement is remote and which will be recognized in the income statement for the

accordingly no provision has been made. year ending 30 June 2007.
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Report of the auditors
To the trustees of the HKICPA trust fund

‘We have audited the HKICPA Trust Fund Account (Trust
Fund Account) on pages 154 to 159, which has been
prepared in accordance with accounting principles generally
accepted in Hong Kong.

Respective responsibilities of the trustees
and auditors

'The preparation of the Trust Fund Account is the
responsibility of the trustees. In preparing the Trust Fund
Account which is intended to give a true and fair view, it is
fundamental that appropriate accounting policies are selected

and applied consistently.

We are engaged to form an independent opinion, based

on our audit, on the Trust Fund Account and to report our
opinion solely to you, as a body, in accordance with the
Trust Deed, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person
for the contents of this report.

Basis of opinion

We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute
of Certified Public Accountants. An audit includes

examination, on a test basis, of evidence relevant to the
amounts and disclosures in the Trust Fund Account. It

also includes an assessment of the significant estimates and
judgements made by the trustees in the preparation of the
Trust Fund Account, and of whether the accounting policies
are appropriate to the trust’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 Trust Fund Account
is free from material misstatement. In forming our opinion
we also evaluated the overall adequacy of the presentation of
information in the Trust Fund Account. We believe that our
audit provides a reasonable basis for our opinion.

Opinion

In our opinion the Trust Fund Account gives a true and
fair view of the state of the HKICPA Trust Fund as at
30 June 2006 and of its deficit and cash flows for the year
then ended.

Wong Brothers & Co.
Certified Public Accountants
Hong Kong, 19 September 2006
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Statement of income and expenditure
For the year ended 30 June 2006

2006 2005
Note HK$ HK$
Income
Donations received -- 8,500
Expenditure
Grants to members 4 12,600 21,500
Legal fee for renaming of the fund - 10,081
Printing - 100
Bank charges 305 325
(12,905) (32,006)
Deficit for the year (12,905) (23,506)
Trust fund account
As at 30 June 2006
2006 2005
Note HK$ HK$
Current assets
Amount due from the Hong Kong Institute of Certified Public Accountants 5 1,163,544 1,176,144
Short-term loans to members 6 71,670 84,170
Bank balance 49,789 37,594
1,285,003 1,297,908
Accumulated funds
Balance brought forward 1,297,908 1,321,414
Deficit for the year (12,905) (23,506)
Balance carried forward 1,285,003 1,297,908
Approved by the trustees on 19 September 2006
Paul M.P. Chan Edward K.F. Chow Wilson Fung
President Immediate Past President Chairman, Administration & Finance Committee
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Cash flow statement
For the year ended 30 June 2006

2006 2005

HK$ HK$
Cash flows from operating activities
Deficit for the year (12,905) (23,506)
Decrease in amount due from the Hong Kong Institute of Certified Public Accountants 12,600 21,600
Decrease in short-term loans to members 12,500 29,500
Net increase in cash and cash equivalents 12,195 27,594
Cash and cash equivalents at beginning of year 37,594 10,000
Cash and cash equivalents at end of year 49,789 37,594

Notes

1. Statement of compliance
'The Trust Fund Account has been prepared in accordance
with Hong Kong Financial Reporting Standards (HKFRSs).

2. Purpose of the trust fund

Under a trust deed dated 21 January 1998 together with

an initial sum of HK$345,000 donated by the Hong Kong
Institute of Certified Public Accountants (the “Institute”),

the HKICPA Trust Fund was set up for the relief of poverty
of members of the Hong Kong Institute of Certified Public
Accountants and their dependants. The fund is held in trust by

the President, the immediate past president and the Chairman
of the Administration and Finance committee (formerly
known as Administration, Finance and Remuneration
committee) of the Institute as trustees. The fund, being a
charitable trust, is exempt from tax under Section 88 of the

Inland Revenue Ordinance.
3. Principal accounting policies

Donations

Donations are recognized on a receipt basis.
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Notes

4. Grants to members
During the year, grants totalling HK$12,600 (2005: HK$21,500) were paid to help
alleviate members facing financial hardship in the following manner:

2006 2005
HKS HK$
For payment of the annual subscriptions to the Institute 12,600 21,400
For payment of subsistence - 100
12,600 21,500
5. Amount due from The Hong Kong Institute 6. Short-term loans to members
of Certified Public Accountants Included in the loans are balances of HK$71,670 due by
The amount due is unsecured, interest-free and repayable two members. Due to financial difficulty, these members
on demand. failed to make the agreed monthly repayments to the

Trust Fund in the aggregate of HK$71,670 as at 30 June
2006 (2005: HK$74,880). They have promised to continue

making repayments to the Fund when their financial

resources improved.

159



BRI AGREEESD

The HKICPA Charitable Fund

(22 GllEeS

BEASMAEREESER

‘H_I\I_‘
-

AT (DL TR [ &) BFERE 162 B 17T il e
BARBEIFEAR RN TR ATEEESIRE (BERE
&iRH) -

RN EBRHENSE
TRE N EAE B ISR o 70 Ay SUR AT 2K
FIE AW H B > R0 AR ORI GBI RG FrHEOR -

BRI AL ARG R > BRIk H A B r R
S SRR RER A M ALE > i 2 Z A - Btz
b s AR B BEILAl H R o BRAMTHEAS BEACHR 5 A A BT 3L
fts A\ B SR EALAT AT

BEREEE
A e A Vs 1 W S UM 1) (TR ) AT

160

TAE o AT 6 56 DA 2 05 S A A% B AR 35 2R R O A M
B ¢ 5 < JEUAT B PO S8 > O LA PAG R N B R S R
i IR T AR B TR Al s AR A BT 9T A G BOSROR A
BBV » B B EIROE R 2 40 3 82 % 5 st BUR

FAE BN FAEAT HAL TAENE > 3 ARG — DI R AR P 5 1
BE B SRR HAR - BERRAAERES SO G - % RS B IR
HREE A BB BRI > MR B o ZE/F ALY > B
5 O % 5 25 A IR P IREORHE B B 5 R A o A
FAE > BAM BT AR O % RO S o 5 B SR o

BR

WAL > A RS R IR H I B A R T RS R
R ZRBANEANAZAH MBI DR AR % P kA AR
MBI eV

RIGE:HEERR
T WP O
il - RENERATIE



Report of the auditors
To the trustees of the HKICPA charitable fund

We have audited the HKICPA Charitable Fund Account
(Charitable Fund Account) on pages 162 to 171, which has
been prepared in accordance with accounting principles
generally accepted in Hong Kong.

Respective responsibilities of the trustees
and auditors

'The preparation of the Charitable Fund Account is the
responsibility of the trustees. In preparing the Charitable
Fund Account which is intended to give a true and fair view,
it is fundamental that appropriate accounting policies are

selected and applied consistently.

We are engaged to form an independent opinion, based on
our audit, on the Charitable Fund Account and to report
our opinion solely to you, as a body, in accordance with the
Trust Deed, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person
for the contents of this report.

Basis of opinion
We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute

of Certified Public Accountants. An audit includes
examination, on a test basis, of evidence relevant to the
amounts and disclosures in the Charitable Fund Account.
It also includes an assessment of the significant estimates
and judgements made by the trustees in the preparation

of the Charitable Fund Account, and of whether the
accounting policies are appropriate to the Charitable Fund’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 Charitable
Fund Account is free from material misstatement. In
forming our opinion we also evaluated the overall adequacy
of the presentation of information in the Charitable Fund
Account. We believe that our audit provides a reasonable

basis for our opinion.

Opinion

In our opinion the Charitable Fund Account gives a true and
fair view of the state of the Charitable Fund as at 30 June
2006 and of its surplus and cash flows for the year then ended.

Wong Brothers & Co.
Certified Public Accountants
Hong Kong, 19 September 2006
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Statement of general funds and specific funds
For the year ended 30 June 2006

2006 2005
General Specific General Specific
fund fund Total fund fund Total
Note HK$ HKS$ HK$ HK$ HKS$ HK$
Income
Donations received 4 1,533,458 - 1,533,458 207,524 - 207,524
Interest received 4,380 - 4,380 263 - 263
1,537,838 - 1,537,838 207,787 - 207,787
Expenditure
Charitable event 5 287,020 - 287,020 221,609 - 221,609
Charitable donations 6 308,618 - 308,618 250,000 - 250,000
(595,638) - (595,638) (471,609) - (471,609)
Net surplus/(deficit)
for the year 8 942,200 - 942,200 (263,822) -- (263,822)
Balance sheet
As at 30 June 2006
2006 2005
Note HK$ HK$
Current assets
Amount due from the Hong Kong Institute of Certified Public Accountants 7 1,000,000 --
Bank balance 458,450 414,236
Current liability
Accounts payable (382,595) (280,581)
1,075,855 133,655
Accumulated funds
General fund 8 1,030,918 88,718
Specific fund 8 44,937 44,937
1,075,855 133,655

Approved by the trustees on 19 September 2006

Paul M.P. Chan

Edward K.F. Chow

President Immediate Past President

Susanna Chiu

Chairman, Community Services Committee
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Cash flow statement
For the year ended 30 June 2006

2006 2005

HKS$ HK$
Cash flows from operating activities
Surplus/(deficit) for the year 942,200 (263,822)
Increase in amount due from the Hong Kong Institute of Certified Public Accountants (1,000,000) -
Increase in accounts payable 102,014 280,581
Net increase in cash and cash equivalents 44,214 16,759
Cash and cash equivalent at beginning of year 414,236 397,477
Cash and cash equivalent at end of year 458,450 414,236

Notes

1. Statement of compliance

'The HKICPA Charitable Fund Account has been prepared in
accordance with Hong Kong Financial Reporting Standards
(HKFRSs).

2. Purpose of the charitable fund

The HKICPA Charitable Fund was set up under a trust deed
dated 2 December 2001 for general charitable purposes. Its
trustees are the President, the immediate past president and the

4. Donations received

Chairman of the Community Services committee of the Hong
Kong Institute of Certified Public Accountants (the “Institute”).
'The fund, being a charitable trust, is exempt from tax under
Section 88 of the Inland Revenue Ordinance.

3. Principal accounting policies
Donations
Donations are recognized on a receipt basis.

2006 2005
General Specific General Specific
fund fund fund fund
HK$ HKS$ HK$ HK$
Playstreet 309,880 - 179,924 -
Aid for earthquake survivors 208,618 - -- --
HKICPA 1,000,000 -- - -
Others 14,960 -- 27,600 -
1,533,458 -- 207,524 -
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Notes

a. PlayStreet

The HKICPA Charitable Fund co-organized PlayStreet e 2005
and 2004 with Playright Children’s Play Association (Playright)
on 4 December 2005 and 12 December 2004 respectively. The
aims were to promote the value and importance of play across
generations to foster family relations and enrich the family lives
of Hong Kong people. The net proceeds raised at this event went
partly to Playright to support its play development projects and
partly to the HKICPA Charitable Fund to help the needy in the
community. The income and expenditure of the event were dealt
with as general fund.

5. Charitable event

b. Aid for earthquake survivors

'The aim was to support the relief works of the South Asian
earthquake. The fund matched dollar for dollar, all donations
from members with a cap of $100,000. All donations went to
the International Red Cross.

c. Donation received from the Institute

The Institute donated HK$1,000,000 to the fund for
general charitable purposes. This donation was dealt with as
general fund.

2006 2005
General Specific General Specific
fund fund Total fund fund Total
HK$ HK$ HK$ HK$ HK$ HK$
PlayStreet
Event management 196,918 - 196,918 146,597 -- 146,597
Event set up 87,210 -- 87,210 64,097 - 64,097
Legal fee -- - -- 10,340 -- 10,340
Bank charges 2,492 - 2,492 325 -- 325
Printing and stationery 400 - 400 250 -- 250
287,020 -- 287,020 221,609 - 221,609

There was no charitable event conducted in respect of the specific fund during the current and immediate prior years.
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Notes

6. Charitable donations

2006 2005
General Specific General Specific
fund fund Total fund fund Total
HKS$ HK$ HK$ HKS$ HK$ HK$
The Education Foundation of
the Federation of the Alumni
Associations of the Chinese
University of Hong Kong Ltd. - -- - 10,000 - 10,000
Caritas Hong Kong - - - 10,000 - 10,000
Heep Hong Society -- - -- 5,000 -- 5,000
Rotary District 3450
Charitable Fund Ltd. -- - -- 5,000 -- 5,000
The Community Chest of
Hong Kong - -- - 10,000 - 10,000
Children’s Cancer Foundation -- - -- 10,000 -- 10,000
Hong Kong Red Cross South
Asia Relief Fund 308,618 -- 308,618 200,000 - 200,000
308,618 -- 308,618 250,000 - 250,000

There was no charitable donation paid into the specific fund during the current and immediate prior years.
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Notes

7. Amount due from The Hong Kong Institute of Certified Public Accountants

The amount due is unsecured, interest free and payable on demand.

8. General and specific funds

2006 2005
General Specific General Specific

fund fund Total fund fund Total

HK$ HK$ HKS$ HK$ HK$ HK$
At beginning of year 88,718 44,937 133,655 352,540 44,937 397,477
Surplus/(deficit) for the year 942,200 - 942,200 (263,822) -- (263,822)
At end of year 1,030,918 44,937 1,075,855 88,718 44,937 133,655
'The specific fund relates to the Accountants Care Campaign applied to contain Atypical Pneumonia and to pay tribute to
held during the period from 2 May 2003 to 15 July 2003 in those who were directly involved for their selfless work. The
cooperation with the Hong Kong offices of two international HK$44,937 represents unspent balance of the fund.

accounting bodies. The funds raised from the campaign were
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