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This Summary Financial Report gives a summary of the information
and particulars of the Group’s 2006 Annual Report. The Group
refers to Hong Kong Institute of Certified Public Accountants and
its subsidiaries: the HKICPA Trust Fund, the HKICPA Charitable
Fund and Hong Kong Institute of Accredited Accounting
Technicians Limited Group. Both the Summary Financial Report
and the Annual Report are available in electronic form on the
Institute’s website at www.hkicpa.org.hk.

Members may obtain a printed copy of the Group’s 2006 Annual
Report free of charge by writing to the Institute at its registered
office at 37th floor, Wu Chung House, 213 Queen’s Road East,
Wanchai, Hong Kong. Members may at any time choose to receive
the Summary Financial Report or Annual Report in its printed
form or to rely on their electronic versions posted on the Institute’s
website. Members may also at any time opt to receive the Summary
Financial Report or Annual Report in place of the other by writing
to the Institute at its registered office.

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

form free of charge.
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Our goals
To provide an open and transparent 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.

C pA Hong Kong Institute of
Certified Public Accountants
-
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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

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



S v /NRU g E S P AT PR B A o R %
FHB P YRR By JERT o8 BB B AP R B W) 5
jegn

ROLHMZE B A B IRBOR AR AR Hh B &
BTER

SL R B R gt B a4 > 2B B H PR
R

A HEBER RS TARB KRB RE LN EY
FEEHERK

2 MBS IR R E AL - BEEF RWTRREE - FER A
JHR A o B LN B R R

B % R A LT B AT LR B A bk
B BLACCAZEHT B 4 2 v 2 Bk Wi vk

SRR B B S M 1 4 A R R I B S G A R A
T B R 0 A R R BE O I A R
B R L R T Bk

TR A o 1 25 Ot B B el A SRR N
T T U B 5 R B RS Y A A

R T8/ > W/ANT ] AR Z0E 1 B) 2 5 % A
RRRE o BRFAFEIARIL > [3,3278 08 L2
Y I TRy T A T i B AR A A O B

Hi {May Moon Money-Wise Box Set) 5t %8 Bfili
PR A B M A B o (May
Moon & the Secret of the CPAs) &7 HEH RS
8% 1275 i B 8 59 A BILI ¥ o o

AGFRFHAW /NG > 1B HMay Moon i HEHH
WA

OB 2 R U B BT S R B R~ AR
B 5 R A v I S o B R ol SRR
K > RRIREATHARFHSHAMASE -

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 the “May Moon Money-Wise Box Set” to teach
children and their parents basic money management: May Moon
&9 the Secret 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.
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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.

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
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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.

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 affecting

professional accountants in leading financial markets.
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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.

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
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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
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.
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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.

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

10
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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 post graduate 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



1 T B > TE A I P B O T Y S
HAR R

AFHELMARERT S > ARME-RFLER 4
MBI BE T WIRETT ) > FORR S RA T Kt > RAEH
fRORRESIEB o BWAE R RN EEGE AN » RE
BN > TR B GRS SR e > b H B —
BRI T A B BB IR A 3R e 0 5% o B R R sttt
MTRMAAER -

AGHEEREERBRO T LER S THEEER - |
7 > BT E Bt - A R SR R I T L
R 2 iy 5 S 2 BRA% M ) B B DA ) — 5 5 0 - AR
Y A L B B R AT R 2 S A B R P KT o

SLSL IR > BEE LA AR R T ONAE-L M (s
JRRBIEERD > 23 €7 16 VU4 Tl Fe B AY 58 5 B A O AR A

H5e

HBL B A 5 RE ) > AR A B b o R S E R
AU PR BT AR - M HEA b A AT LA TARBE R A
Jo o A T3S MEHUR S b — A P B B AL AR
BROL > BAMAERR R A B G LA R A0 TR B B A o
AR B REATERERA BB NAG WA
£ T ME R R R RE A TARRS A

I A BB AR B > R T R B 5
K o AGOHIE A F WA KT » BB IE B A
FWT AR B - TR R R TAE S TR S
R

MIERT T REBERT > BB LMK T X > &
% RSB P AT A R EPEBARE » FRE
Hom s WO 2 SR A% o BRI R > R BT
SR ESEN L > BT PSSR A 2 A
CUAE Hh L P A

B » B A TR IR R A A R AL & B e
BRI AL 2 I > KRBT B » W7 W id
A A B PR AR -

S RMER T ZHEMRE  WEHATER D R
W = FRAMBEHT T A GRS » DUIA & B R B
Hufr > DAZE Ay R EREEHEE R > AR BRI SRR

AV TAR > RABRUE A G IR E AN > I
MBS BMRMEAROERE @ E - BEER
AR k8 R R s 7 i o S0 B RRSE R A AL A H
B RMBEG BRI 2 8 > ERBAM A REE
eI -

SRER
R CE T AUERE

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, opens 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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Our story — 2006
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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.

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 Enterprises 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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Operation and finance
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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.

14
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Communications

—HSEE R » 8 F - — R - TRl - oM
BiAE > FRREAS YL B e R B o S
BeRTR o S REZR AR Y O BE PO KR AE T > AR R G
ME BB AR T AN > fERIARER -

BB AR T B H 2 BRI A B A 1R
e A B RE A A o BAAEIE TR R B D RS
S R WAL T R A A B S on LA iR B A
VAR AR o A0 AR A8 MUt A AL B AY [ RS B
#1 MR E > fEIADIER o

15

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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Regulatory
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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.

16
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‘Thought leadership, specialist practices and faculties
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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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Qualification and education
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We have a responsibility to shape the nature and future of the
accountancy profession. Through our world-class qualification
programme, we educate and mould would-be accounting
professionals, guiding them to develop the skills they need so that

their qualification is a “success ingredient” for their own careers.

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.

Meanwhile, the global remit of our QP is on firmer footing. Our
qualification has portability to five continents.
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Mainland affairs
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Music is an international language: one that is understood by

orchestras and their musicians all over the world.

One of the greatest leaps that 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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International affairs
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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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Member services and continuing professional development

Any orchestra is only as good as its players. Once the players are
accepted into the ensemble by showing they have reached the

required standard, it’s up to the orchestra’s conductor and artistic
director to provide the support and guidance the players need to

create the kind of music that inspires and enthralls.

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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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 post graduate 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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23 members including President and two Vice Presidents
Carries out the objects of the Institute and oversees
the management and control of the Institute
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Disciplinary panel 30 June 2006: 117 staff
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Membership statistics

BEZZFAENATILE > AGIHAH26,04748E - TRERAGGENER :
As of 19 September 2006 the Institute had 26,047 members. The following charts profile our membership:

BE—STFENALEEE
Current year at September 2006

ESHB REE
Membership number and designation
2006: 26,047 (2005: 25,371)

EREETM
FCPA 4,020 15%

gatem
CPA 22,027 85%

FRS
Age distribution
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6,000
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282 %8 Number of members
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FHeAge

g

Occupation

Iz

Industry and commerce 12,478 48%

= ES

Public practice 6,488 25%

HitiT%
Others 3,800 15%

AHEBUTH#IE
Public sector 1,900 7%

2EARERERE
Retired or not specified
1,381 5%
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Number and types of member practices
2006: 1,363 (2005: 1,323)
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1,200 ETES
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800 .
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600 HEEE Sole
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206
2
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0 203
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Past five years
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Membership growth
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Auditors’ statement
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We have examined the summary financial report of the Group
comprising 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. Group for the year ended 30 June
2006 on pages 27 to 32.

Respective responsibilities of the Council

and auditors

'The Professional Accountants Ordinance requires the Council of
the Institute to prepare the summary financial report in accordance
with section 16(4A) of the Ordinance. The summary financial report
is derived from the annual accounts and the auditors’ report thereon
for the year ended 30 June 2006, and is in such form and contains

such information and particulars approved by the Council.

As agreed with the Council, it is our responsibility to form an
independent opinion on the summary financial report, based on our
examination, and to report our opinion to you. We are also requested
to state whether the auditors’ report on the Group annual accounts
for the year ended 30 June 2006 is qualified or otherwise modified.

Basis of opinion

We conducted our engagement in accordance with Standards on
Assurance Engagements and with reference to Practice Note 710
“The auditors’ statement on the summary financial report” issued
by the Institute. Our examination includes examining evidence
supporting the consistency of the summary financial report with
the Group annual accounts and the auditors’ report thereon for the
year ended 30 June 2006 and performing such other procedures as
we considered necessary in the circumstances. We believe that our
examination provides a reasonable basis for our opinion.

Opinion

Based on the foregoing, in our opinion the summary financial
report on pages 27 to 32 is consistent with the Group annual
accounts and the auditors’ report thereon of the Institute for the

year ended 30 June 2006 from which it is derived.

We have audited the Group annual accounts for the year ended
30 June 2006 and have issued an auditors’ report thereon dated
19 September 2006 which is unqualified or otherwise unmodified.

Wong Brothers & Co.

Certified Public Accountants
Hong Kong, 19 September 2006
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Summary Group income statement

BE_FERFSASTHLEEE 2006 2005
For the year ended 30 June 2006 F#IT HK$'000 Fi#IT HK$'000
REHXBHBARBEAEESHAREAENEEER

Most of our revenue was earned from our main business as

a regulatory body of accountants in Hong Kong

SEHE - IMBLE BESTHASKEARAEIETMHSENKRE

Subscriptions and fees derived from registration of certified public accountants; registered

students; firms and corporate practices 86,044 82,023
KETEBHBARESEERAMSEATEHNER Hiz1E RERHEMEH

We also derived revenue from examinations, running seminars,

courses and other activities for members and other interested parties

ZH W 2E Income from examinations 34,593 21,302
Fate - BERHEMIERWE Income from seminars, courses and other activities 19,567 16,056
E T EE WS Income from advertisements placed in the journal 1,340 983
HibUg s Other income 6,319 2,308
47 LRt - EERUEA 4838 A This gave us a total revenue of 147,863 122,672
EErEERHESHTERERUTEARMNIAEMERBUATEE

We received government grants on projects that would bring benefits to the

accounting profession and general public at large 1,508 487
EErZ H83% Our expenses comprised:

{E 218 Fl Employee benefits 60,304 53,101
Faste « BREREMIES Seminars, courses and other activities 17,307 16,777
2%, Examinations 15,726 11,968
$B 17 R 2 Bank interest 5,473 -
HIRE T Publication of journals 5,732 5,869
HIE - ENRIFISZ A Postage, printing and stationery 2,550 4,832
$7E Depreciation 6,103 3,018
T FEBISZ Land lease expense 4,710 559
EER A2 HBAE Communications and public relations 8,101 7,937
B F BRI X Building related expenses 4,388 2,678
EEMEEMXE Legal and professional fees 2,245 4,180
Hh# BRI Other operating expenses 11,302 10,001
& LRt - SEEREERALEEEA In total, our overall operating costs were (143,941) (120,920)
Hit - BiniZe%B This produced a surplus before tax of 5,430 2,239
BiIE Tax (1,379) (764)
Eit - BMATBESWBERRS

This produced a surplus after tax which was transferred to general fund 4,051 1,475
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SEBEAEERER
Summary Group balance sheet

R-ZBERERA=1+H P e 2006 2005
As at 30 June 2006 Note F#IT HK$'000 F#IT HK$'000
EE/BREEBIE The Group's tangible assets comprised:

FHEEF Leasehold buildings 41,091 17,399
HEWEEE Leasehold improvements 15,278 840
R~ B R Furniture, fixtures and equipment 8,905 2,441
Hit - EEFEREELES Together, these represented our tangible assets of 65,274 20,680
EE/MTEG T #FEERZ A We had prepaid land lease expense of 179,405 71,482
EEREERFEEES We had deferred tax assets of 728 1,667
EENFHEH &£IEFKEEZES We had non-current assets classified as held for sale of 84,861 -
EEMHMRESEE T ERFHRE RERIRR

Our other current assets mainly comprised cash in hand

and accounts receivable 26,117 106,978
EERRITIEHE A We had short-term bank loans of (116,000) -
SENHMGFES A BEEFREREENE REFIRRR

Our other current liabilities mainly comprised subscription and fees received in

advance and accounts payable (102,980) (76,568)
EHit - £EEEER BB Thus, our assets less liabilities represented 137,405 124,239
E 2845 Funds comprised:

TEE S General fund 2 65,520 61,469
BARESE Capital fund 2 71,885 62,770
£ 248 Total funds 137,405 124,239
RRENFENA TIUH R g # A Approved by the Council on 19 September 2006

PRi%iK Paul M.P. Chan /53 & Wilson Fung 5REE Winnie C.W. Cheung
TR TR RMBEREGERE ATBLAAER Kk AT

President Chairman, Administration & Finance Committee Chief Executive & Registrar
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SEMARERER
Summary Group cash flow statement

BE_FERFSASTHLEEE 2006 2005
For the year ended 30 June 2006 F#IT HK$'000 F#IT HK$'000
EEHAEETDHRERAFER

Net cash inflow generated from our operating activities before tax 46,612 3,124
SEERMBITERFRABFIE

We received interest on short-term deposits placed with banks 415 707
EERBITEHERFANFE

We paid interest on short-term bank loans (5,473) -
B8R

Tax paid (843) (3,458)
BEWHE  ERABRLIERME

Purchase of property, computer and office equipment (231,919) (1,266)
SEEABITEHRER

We borrowed short-term bank loans 116,000 -
SENEENSBLESENNNESHE  ANBE 2R/ RBEAEENBRAEYE

We received capital levy from our members and student members for financing the

acquisition, improvement and/or expansion of the Group’s office premises 9,115 8,536
FERESFHEAHRORL) /&

There was a net (decrease)/increase in cash in the year (66,093) 7,643
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& [E R AR M 5
Summary Group notes

1. — & #

HEMIRFE AT ([AR]) BIHERERE - Ferst
MAGREEES  BBOIHAGEEESRBETHY
SO HRAR ([FBMEaHe] > TRASEEe
SEWEAMRAT) M o

7 7 W S 2 S o IO 19 i e L A i A A A 5

A o ACHUH M AE TR I S B R B RE SR AR SRR 5 DL
BiE 2w 7 AR SR AR A T BIR DL

2. FRAEERENEAESHEEINT

1. General information

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.

This summary financial report has been prepared from the audited
financial statements of the Institute and its subsidiaries. It does not
contain sufficient information to allow as full an understanding of
the results and state of affairs of the Group as would be provided by
the full financial statements.

The movements of general and capital funds during the year were:

LEES BFES #ast
General fund  Capital fund Total
F#ET FHET FHERT
2006 HK$'000 HK$'000 HK$'000
R-ZEZRF+A—AH
At 1 July 2005 61,469 62,770 124,239
SEELHE
Capital levy from members -- 7,989 7,989
BHEEXRHE
Capital levy from students -- 1,126 1,126
FEHEBER
Surplus after tax for the year 4,051 - 4,051
R-BEXRFXRA=T+H
At 30 June 2006 65,520 71,885 137,405
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LEES EXRES “ast
General fund  Capital fund Total
F#ER FHER F#ER
2005 HK$'000 HK$'000 HK$'000
R-ZZNFLA—H
AT 2 8,
At 1 July 2004 as
previously reported 57,939 54,234 112,173
RIFFEEM BEEBRE 6
Consolidation of previously
immaterial subsidiaries 2,055 - 2,055
R-ZZEMFELHA—AH Bl
At 1 July 2004 as restated 59,994 54,234 114,228
SEELHE
Capital levy from members -- 7,429 7,429
BHEERHE
Capital levy from students - 1,107 1,107
FEHEBRR
Surplus after tax for the year 1,475 - 1,475
R-BERFARNA=TH
At 30 June 2005 61,469 62,770 124,239
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3. EENEHAMEARIENT :
The Group had the following capital commitments at the balance sheet date:

2006 2005

F#T HKS$'000 F#IT HKS$'000
EREERETH Authorized but not contracted for:
A B R EYEEIERE
Costs for renovating the newly purchased properties in Wu Chung House - 15,000
B ET#{B R #4% Contracted but not provided for:
BEHIEAXKEWEYE
Purchase of two floors of property in Wu Chung House - 186,645
HREFRERSLHZH
Expenditure for the development of e-voting system - 67
485t Total - 201,712

4. FEHBHEBEFETIHEIE :
N_BEANEZATZKTAH » G5l
BRI EEESIN N E PO A2 g K803 E » fR1H
4331 #595,800,000 9 7T 5 31,220,600 7T ° 803 A 5
MN-BREZRELH=ZT—HER > 42 R G R
ZEEANETAZ T HB S - HEMENKRE SIS
40,000,000%7C » WA EE_FFLEAA=THIE
AEFEI IR IR AR -

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

On 13 and 16 March 2006, the Institute entered into two
agreements to sell the 4* floor and room 803 of Lippo

Centre, Tower Two located at 89 Queensway, Hong Kong

at considerations of HK$95,800,000 and HK$31,220,600
respectively. The sale of room 803 was completed on 31 July 2006.
The sale of the 4* floor will be completed on 25 October 2006. The
total gain on the sale of these properties is in the region of HK$40
million, which will be recognized in the income statement for the

year ending 30 June 2007.
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BEw
Council

FIHEZERE B RAE - BekE - BINE - ZRE - BRREER)  APEIER)  BXAE - FIOR - £HEME - BWA - BES
HPEZHE : BRR - Keith Pogson ~ EEEE - REIR - B2 ~ 3k8 - RER(ER) REB(TRARRIMEMD) - HHES - BEE - 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

“EEREREEEREEE

EREE

MXWe (EBR) FiReFHi
7w (HIER) BE
ERB (BIER) &l i
VLR O it i

BREE B 3 2 & it fi

RREIE Bl
ZEREIRH B
UM B IR

MR IR G

f S e g

Keith Pogson & &t filf

HOKIE B IR

Paul F. Winkelmann &% & 7l il

BRI Bt

tEER
e B i et

ETEE
JARE i
JA SR
)52
HH
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EBEER
BRI GG
EETHE
TR R EE
R

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 FCP4
Wilson Fung FCPA

Ronald Kung FCPA

Doug Oxley FCPA

Keith Pogson CPA

Tsai Wing Chung, Philip FCPA
Paul F. Winkelmann FCPA

Amy W.S. Yung FCPA

Immediate past president
Edward K.F. Chow FCPA

Appointed members
Sir C.K. Chow

Paul MY. Chow
Sophia Kao

John C. Poon

Co-opted members
Paul K.K. Cheng FCPA4
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 FCPA



Z8g TRMEKER/H

Committees, working groups and task forces

ERIBRA

Chairman/Convenor

MBREENZES

Financial reporting standards committee

Paul F. Winkelmann

ERIBEA
Chairman/Convenor

HEE Council
EHREREFEEHR I BAXE
Fifth long range plan task force Edward K.F. Chow
ERRNERENE AXE

Governance review task force

&8 & B 3% Operation & finance

Paul M.Y. Chow

EREHMAS/BER/RBRT=SEBRBE A

THRUBEES BRE
Administration and finance committee Wilson Fung
EREES XER
Audit committee Nicholas P. Etches
FMEES =132
Remuneration committee Sophia Kao
ES&E Compliance

RFEREES HFER
Complaints oversight committee Peter H.Y. Wong
ReENEA) R 2 32
Disciplinary panel (panel A) Anthony Chan
#E/NE(B)

Disciplinary panel (panel B)

HHRERREGERTHENE B M
Financial Reporting Council Bill working group Roger Best
RENAE (A Z2E
Investigation panel (panel A) Lee Wai Yin, Angela, J.P.
WE/NE (B)

Investigation panel (panel B)

R & Bl B2 BA{% Mainland and international relations

Hong Kong Institute of CPAs/SFC/ PR
HKEX tripartite meeting liaison group Paul M.P. Chan
BRIAER (ARHE) BeIEM

Joint government/HKICPA Companies B&mE
Ordinance review working group Roger Best
EXEREEZES EIE
Professional risk management committee Ken McKelvie
EXEAGTERESS HEX
Standard-setting steering board P.M. Kam
&5, Communications

HERBIHESS HEBE
Community services committee Susanna Chiu
REEESR ERS
Editorial board Albert S.C. Au
HEEERSEESH Qualification and admission

B EXERTEEES ERE
Accountancy accreditation board Doug Oxley
ZHTEE BRE
Examinations board Wilson Fung
ERATEES fi: S0 2
International recognition committee Roger Best
ERCREBEES KB
Practical experience framework committee Tsai Wing Chung, Philip
ERyE £ ) I
Registration and practising committee Mark C. Fong
BERBESS EEMBE
Student services committee Cho Lung Pui Lan, Stella
2 8 fRF Member services

EXEEEHESS %3558
Continuing professional development committee Tsai Wing Chung, Philip
BERBEES HER
Member services committee Susanna Chiu
HREXEHMESS REIR
Professional accountants in business committee Patrick K.W. Chan
RNRHEREES EWT
Small and medium practitioners committee Albert S.C. Au

HFEKkFEZ Quality assurance

RLEREES S R 36 B
Mainland affairs committee Paul M.P. Chan
HIF %/ Specialist practices

SRUBEAY W@
Corporate finance committee Paul K.K. Cheng
TREREEE BER
Corporate governance committee Chew Fook Aun
EREERERIMM EWmA
Expert panel on legal matters Albert S.C. Au
BREEEEHMEEY HEE
Insolvency practitioners committee Tang Chung Wah, Alan
HBEER BEER
Taxation committee Yvonne Law
24T Standards setting

RBEZBEANZES BRA
Auditing and assurance standards committee Carlson Tong
EXRIEEE Feh
Ethics committee Mark C. Fong
RITEBERIE

Expert panel on banking Babak Nikzad
REBEBERIE

Expert panel on insurance Stephen Roder
BHBBERNMA BEE

Expert panel on securities

Paul K.K. Cheng

HEEREES

Practice review committee Kenneth Morrison
HEELREREM/NE

Practice review consultancy steering group Kenneth Morrison
HEEVEREES BE
Practice review oversight board Dudley Harding
EXKTEREES BERRK (Z2EAFHEARD)

Professional standards monitoring committee  Carlson Tong (resigned in May 2006)
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