20031 W] W45 oy

K F20084E6 H30H 1L4)E

HEAE KT 3

Leaping to success

CPA
§ -
Hong Kong Institute of

Certified Public Accountants
EEEHMAY




S 3 )k Oy ot

W&
Foreword 1

BEHMASREELEHMR

N BITRE CER USEAERS

0 TRIhEIR] - BEBS &

BUSHNEHEE R THERERERH
L ER o

S5—FH  RABESEONESFESR
TR NEEEB LY HERMEES
TREHEESCNEREE -BBERE
1#53# 7 2008 F b R M UL e BB & HY FMTLL
B o RIEMBMHN18465F - BBREWRE
AESEDETEESENDY 65—
HREES MEBRELEAR -

EEB  BEFEAABDT — BERMANE
FEGRETEX — BRI RERARE
NEBERSKRERER - BETEEREE
B2 @ BANERFHRPRERBTIERAE

LS HEETNENEEEEERE
STEH - AN ERTEMS NHE » £
LM ER A R IBESRE - WRET
RARAA B - FIHEEUIERET - &
% REER—-FRARUEEEMOESH
Colin Beere;# 21T ©

1Bt | AR 2B R EE2007F7 A 1H
F2008%F 65 30 HHIF B FE » WX AYEE2007F
9F 190 E2008%F 97 18 A HIHEFE °

72 t the Hong Kong Institute of CPAs, we say a CPA is
!; a “success ingredient” in a career, in the business
A sworld and in society as a whole. There is no

question a strong accounting profession welded Hong Kong’s
reputation as a world-class financial centre.

In another dimension, the territory’s delightful horse
tradition has soldered social and economic bonds and
created a reputation for equine excellence. This is why Hong
Kong hosted the equestrian events for the 2008 Beijing
Olympics; our long history with these noble animals dates
back to the first meet in Happy Valley in 1846, almost when
the city itself was founded.

Some of Hong Kong best accomplishments — like our
horse heritage and accounting profession — are not as
obvious as our skyscrapers and harbour, but they are worth
noting, as we do in this report.

We’d like to extend a special acknowledgement to the
staff of Hong Kong’s world famous Jockey Club for their kind
patience and help in allowing us access to their facilities,
horses and people. To them our deepest thanks for making
possible this photo essay by Colin Beere.

Note: This summary report covers the Institute’s financial year (1 July 2007 —
30 June 2008) in the financial statements and the reporting year (19 September
2007 — 18 September 2008) in the text.
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Dear members,

This year, a subtle shift took place in that the Institute
matured, growing and evolving into its many roles as a
regulator, standard setter, membership body and educator.

The role of the president changed with it, giving me
the opportunity to serve a more ambassadorial role, seeing
to relationships with other regulators, the government,
market participants and standard setters, and allowing the
Institute to advocate and lead on many issues important to
the profession.

Some concrete examples of this ambassadorship include
two trips taken with the Chief Executive of the HKSAR and
the Financial Secretary to China and to Central Europe to
talk about how Hong Kong’s accounting profession bolsters
its strength as a place to invest. Showcasing Hong Kong in
this way has far reaching benefits well beyond the borders of
the places we visit.
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To strengthen our relationship with China, as president
I attended meetings with the Ministry of Finance and the
Chinese Institute of CPAs this year, advocating the Institute’s
position on several important standard setting issues. We met
several times with central government officials, in Beijing
and in Hong Kong, and joined the discussions on CEPA'V,
convergence and other issues concerning the future of the
Institute. We also met with provincial institutes from Shanghai
and Guangzhou, discussing shared interests.

Our engagement with China remains ever important.
During the reporting period, we established city network
groups for our members stationed in Beijing and Shanghai
and these networking opportunities allowed our members to
stay in touch and to get services and support from the Institute.

We networked extensively with other international bodies,
including the Joint Financial Intelligence Unit on Money
Laundering, the OECD, IOSCO, IFAC, the IASB and GAA.

Our relationship building was maintained with other
professional bodies in Hong Kong, including the Hong Kong
branches of overseas accounting bodies and local bodies such
as the Society of Chinese Accountants and Auditors and the
Hong Kong Coalition of Professional Services.

We lead this year too by establishing our first faculty, for
restructuring and insolvency, which includes our fellow legal
and insolvency professionals. It is the largest group of these
specialist practitioners in Hong Kong and allows members to
develop and build on specialized knowledge and skills.

Part of my role this year was to work through several
contentious issues with other market participants, particularly
the Hong Kong Exchange and Clearing Limited, as they
sought to introduce quarterly reporting requirements and
to remove the requirement for qualified accountants to be
appointed to senior positions within listed companies.
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In response to HKEX'’s proposals, the Institute put forward
proposals for quarterly management statements to provide
more useful and relevant information to investors on significant
developments affecting the company and its performance,
rather than detailed quarterly financial information.

The Institute emphasized its view that retaining the
requirement for qualified accountants in listed companies
was a vital element in ensuring the integrity of financial
information produced by the company and in its overall

corporate governance.

Through joint meetings and shared events with many
of our stakeholders, we secured our position as one of the
leaders in an area Hong Kong is famed for — excellence in
professional services.

The Institute was well suited to facing the issues and
cementing relationships this year in part because of the
strength of the leadership team and I thank my vice
presidents, Paul F. Winkelmann and Wilson Fung for
their unerring support. I thank the Institute’s strong chief
executive, Winnie C.W. Cheung, for as I noted in the
beginning of this review, the Institute could not have reached
its level of executive maturity without her commitment and
talent. I thank also the Institute’s committed staff. Thank
you to all the council and committee members whose time
and talent benefited the Institute and all members whose
commitment to the profession gathers to us our reputation as
Hong Kong’s “success ingredient.”

Sincere regards,

Albert S.C. Au
President
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Dear members,

It’s been another exhilarating year with
plenty of achievements to report in all our
major businesses — qualification, member
services, standards and regulation.

Our qualification programme has
broken another record this year with the
highest number of graduates (over 1,200)
qualified in the year 2007-2008. Student
numbers reached 12,419 and graduates
reached 3,615 by 30 June 2008. The QP
now takes in 80 percent of all accounting

graduates in Hong Kong.

One of the reasons QP is preferred in
Hong Kong is its quality and portability to the world’s most
important and dynamic international markets. This year, we
completed a mutual review between QP and the U.S. CPA
qualification and are now negotiating a mutual recognition
agreement that will open the huge U.S. market to our
members who qualify under QP. The mainland, of course,
is our biggest market and our qualification is breaking new
ground there with an extension to our mutual examination
exemption agreements signed in July under CEPA V. This
saw the scope of exemption widened to all members and the
number of exempted papers increased to three out of five.

Our CEPA'V negotiation also brought other benefits to other
members, including extension of temporary audit licence for
Hong Kong firms.

This year we have come a long way in providing member
services: We have expanded our CPD training and introduced
our first specialist faculty, (in restructuring and insolvency)
and a new interest group in corporate finance and we
are working on developing the associated qualification
programmes. We’ve expanded our social and professional
groups, including more activities for our younger and more
senior members. We’ve supported our members as they
adopt new and complicated standards by holding forums
and inviting speakers from the international bodies and from
China while hosting international meetings in Hong Kong.
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This year we hosted more than 350 CPD events comprising
about 1,000 hours, and we’re delivering more electronically to
make training more convenient. November 2008 marks the end
of the first three-year cycle for our members to fulfil the rolling
120 CPD hour requirements. In polls we take at CPD events,
nearly 90 percent of our members indicate they are on track to
meet the deadline.

We have expanded our advocacy and thought leadership for our
members. We led commentary on the government’s proposals for
healthcare reform, the Companies Ordinance rewrite, proposals to
counter drug trafficking, the role of professionals in reporting on
money laundering and we have kept track of developments in liability
reform in our jurisdiction and in others. We led comments on the
Hong Kong stock exchange’s proposals for quarterly reporting and
changes to the listing rules for qualified accountants.

In standard-setting we completed a historic exercise and
signed a joint declaration with our counterparts in the mainland
for convergence of mainland and Hong Kong financial

reporting standards and auditing standards.

In quality assurance, we introduced an electronic self-
assessment questionnaire for approximately 3,000 audit firms
and the completion rate was nearly 100 percent. The practice

review visits of firms are progressing at an excellent pace.

In our regulatory role, after investing significant time and effort,
we have nearly eliminated the backlog in complaint handling that
has existed for some years. Along with the progress on practice
review and significant improvements in our disciplinary processes,
we are confident about fulfilling our regulatory obligations in a way
that inspires the public confidence and trust essential for Hong
Kong’s standing in the international arena. Members’ support has
been vital here: My thanks go to you for your continued confidence
in your Institute, and your contribution to keeping our high
professional standing.

We were taken through the judicial review process in July 2007
by the legislative councilor, who questioned the council’s decision
not to distribute her newsletter to members who had not requested
it. The legislative councilor won the suit and the council made the
difficult decision not to appeal the decision. The Institute spent $5
million in its defense, the bulk of which was absorbed in the 2006-
2007 budget, with little impact on this year’s financial results.
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On a happier note, we take pride in being recognized for
practicing what we preach with outstanding awards this year: Our
2007 annual report was awarded the prestigious international
ARC Awards in four categories, winning a Gold Award for overall
excellence. The Hong Kong Management Association also gave
the 2007 report an award for “Citation for Corporate Governance
Disclosure.” Our “Rich Kid, Poor Kid” campaign, our biggest
community project, bested 335 others to win first prize in the
Corporate Social Responsibility Campaign of the Year award at
the Asia Pacific PR Awards 2007. In 2007 the campaign reached
more than 8,000 school students. The efforts and dedication of
our communications team and our Accountant Ambassadors has

made us a major “success ingredient” in our community.

One creative part of “Rich Kid, Poor Kid” is the story book,
May Moon and the Secrets of the CPAs, about a little Hong Kong girl
whose fame and tips on money have now extended into royal
palaces. The latest translation of the Institute’s May Moon Money
Wise Box Set was done by the Dutch accounting institute, NIVRA,
who presented the books to the Dutch queen in the spring.

Financial health

The Institute finished the 2007-2008 financial year in excellent
financial health with a post-tax surplus of $25 million, which we
achieved through a substantial increase in membership and QP
enrolment along with prudent fiscal stewardship. We are keeping
on track with our fifth long range plan and accomplishing goals
within our financial parameters and without raising members’
fees in 2008. Council again decided to maintain the current fee
level for 2009.

It was a great year for the Institute, full of meaningful
accomplishments. Our role and reputation as a top-tier
accounting body leading and serving Hong Kong and its
businesses took significant steps forward this year.

Sincere regards,

N\ Leellany

Winnie C.W. Cheung
Chief Executive & Registrar
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Straight out of the gate, accountants who qualify
with the Hong Kong Institute of CPAs have an
advantage: Their qualification is recognized by the
leading institutes in the world’s important capital
markets, giving them mobility no other qualification
available in Hong Kong can match.
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ur financial reporting must be at the highest level. As
befits a body acting in the public interest, our operations

public scrutiny. Corporate governance in relation to our finances

are open, our finances are clear and fully open to

is of prime importance and in this regard our finance team is
continually working to meet the highest standards.

A great deal of work is undertaken behind the scenes at the
Institute to ensure all facilities — including the library, training
rooms, members’ lounge and offices — are well managed.
Facilities are constantly being reviewed to ensure that as the
Institute grows, sufficient space and facilities are available.

The Institute has commenced a revamp of its website,
which will be undertaken in phases with the first stage
nearing completion. The Institute’s information technology
is a vital part of our organization and as the Institute grows,
improvements are necessary to increase all aspects of

efficiency and membership communications.

Our library facilities are constantly being improved
to ensure relevant articles are available for members and
students and approximately 500 titles have been added to
our existing portfolio.
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Human resources are the foundation stone upon which
the Institute is built. Our staffing numbers have grown
from 149 (July 2007) to 164 (July 2008) and show our
commitment to the provision of quality services to the
Institute and its members.

Staff training and well being are aspects the Institute
shall continue to develop and this will have a positive effect
on our service delivery. The Institute is training staff in
management, language skills (English and Putonghua) and
customer service. All these are designed to improve the
quality of staff service to members and students.

The financial results for the year ended 30 June 2008 report
an increase in the Institute’s net asset position to $258 million
from $223.5 million, an increase of $34.5 million. Financial
reporting through our annual report to our membership
is taken very seriously and we take every effort to ensure
not only compliance with all accounting standards but also
early adoption of new standards which are applicable to the
Institute. We have early adopted HKASI (revised) and HKAS27
(revised) for the accounting period ended 30 June 2008. The
financial management of the group’s resources is prudent
and financial decisions are based on preserving the Institute’s
resources to invest for the benefit of our membership.
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for Hong Kong accounting graduates and we

22% increase
expect to admit our 30,000th member in five years

<30B% i
<30 years old 30-30% in September 2008.
2,006 (7%) 30-39 years old
11,500 (42%)
>495%
>49 years old
3,793 (14%) 40-495%

40-49 years old
10,217 (37 %)

Fi
Age
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Students of the qualification programme “strivet@ shine” as they work to
become members. During and after their course work, workshop and exams of

the QP, they study with a qualified accountant ta.getitheir practical experience.
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Student education and training

1,223
QP graduates

QP graduates during the reporting period
exceeded 1,200 — another record. The number

of registered students now stands at 12,419. (December 2007 to

June 2008)

Over five-fold
increase in five years

4 51
Gender

T
Female

12,816 "

Male
14,700
(53%)

(47%)

g8
Members
(27,516)

A total of 45 accountancy programmes operated by
universities and institutions are now accredited by the
Institute, and, for the first time, this includes a conversion
programme offered in the mainland. In partnership with the
CICPA, we awarded our first joint scholarships to five CICPA
members. Our offering of QP in the mainland now extends
to Guangzhou as well as Beijing, while we are recruiting
students in Shanghai and Shenzhen.

The number of authorized employers rose
from 931 to 1,066 and the number of authorized
supervisors grew from 1,591 to 1,669.

1,066

employers
(as of 30 June 2008)
and 1,669 supervisors

have joined to train
prospective CPAs

Students who do not work under an
authorized employer or supervisor are assigned

supervisors. At the end of the reporting period,
128 supervisors and 46 students had joined this scheme.
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Accounting technicians

The Institute’s subsidiary, the Hong Kong Institute of Accredited
Accounting Technicians Limited, now has more than 1,700
members and will adopt a new qualification framework from June
2009. The new syllabus and qualification will establish HKIAAT
membership as a valid and valued attainment in its own right.

The HKIAAT professional bridging examination has
maintained a steady increase in students to 1,007, out of
which 394 accredited accounting technicians have become
eligible for entry to the QP.

CPD and specialization

Our members know they need to keep their knowledge and
skills on the right track with the best professional trainers
who can cover technical, leadership, management and
communication skills.

Even so, the market for CPAs never stands still; the Institute
is developing technical training for members who are seeking
specialist skills.

AERBAKESE & FREEREHLF35,000%
HREEREAX MRS o CPD
Last year, we offered 350 CPD events and CPD enrolments
BMREFFNPOBPELRE attracted more than 35,000 enrolments. during the year

FBROHE  UZESEHFERANIRESNR
R EEETH/NMEEE - We offer these courses in our Wan Chai training centre,
over the Internet and, new this year, on CD-ROM, enabling
ATHRERRPEN  RHBAETEE
EABRERANER - B FEIRVIEE
EEREEY T MEREEFNER

members to broadcast to a group of users at their own

convenience.

We measured how our members were adapting to
SEER
SEN—ARE BRI TEESRES
— EERWERE —2FEEEHS
430U EE - RESTABRZEERWE
EERREWFE -

international reporting standards convergence for planning
future training to support adoption. Our China series gives
members insights about doing business there.

Specialization

An important breakthrough this year was our first specialist
faculty for restructuring and insolvency practitioners, which is
the largest forum for these practitioners in Hong Kong with
430 members.
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In business, sometimes you win by a nose. Competit
demands you take and keep any edge you have, by nm - o~ -h

or use of training, intelligence or increased ical stamina. .-"

Our members have access to many differen re and *

sporting activities organized with and for t *
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Special interests groups are the first stage in specializations. We
have started a corporate finance interest group, and our long-
standing taxation interest group goes from strength to strength.

Other interest groups with active schedules of popular
events are those for financial services, property, infrastructure
and construction, information technology, mainland business
and young practitioners.

SEHEBHR

Members are wielding power as top executives in business

Hth
Other
5,904
(22%)

Business y"i
15,923 Practice

A 5,038
(69%) (19%)

BITES/ FYTES
Executive / non-executive
board member

535 (5%)

THAE - MRAE  2ERAE
CEO, CFO, COO
3,792 (34%)

WRRE / SEKE  BKgE
=11 Divisional / group /
Accountant general manager
3,715 3,192 (28%)
(33%)

ERRR EEEE (2008F6A © #26,865FBEEE)
Source: Member census as of June 2008 with 26,865 responses

BERSSR%
AERNXEREEEY  SEENTER
REERZER - BARESHBERNSR
BT - RMBERTERZENEER
B EEEEEBRESET8MAN -

AR QREREM R AFERE M
RAFENE T BN A FHRFEMBRNR
ERR-

Advocacy and member services

Our members get superior support and advocacy from us so
they can conduct their careers in a respected circle of influence
with business, government and regulatory leaders. Our advocacy
on the profession’s behalf defines and shapes issues with a
bearing on their business and the life of Hong Kong.

Our current issues task force deliberates public
matters and during this period, the task force studied the
government’s competition policy and healthcare reform.
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The Institute was active in discussions with the Paris-based
Financial Action Task Force on money laundering, organizing
meetings with FATF, the Security Bureau, the Hong Kong Police
Force and the Hong Kong Customs and Excise Department’s
Joint Financial Intelligence Unit to talk about what the profession
can do to report money laundering and terrorist financing.

Regarding the government’s 2008-09 budget, we
submitted our proposals, met with the Financial Secretary
and held a media briefing (which garnered wide coverage) to
share our views with the public.

Among our many other discussions, we commented
on the HKEx and Securities and Futures Commission’s
proposals for changes to Hong Kong’s financial markets,
including quarterly reporting, the Growth Enterprise Market
development, proposed changes to the Listing Rules and the
introduction of electronic prospectuses, and lifting the rule
for qualified accountants for main board listed companies.

Regular meetings continued with the Commissioner of
the Inland Revenue and the Official Receiver to ensure the
views of the profession are well represented. We also kept
up discussions with other regulatory bodies to magnify our
impact on policy issues.

Events and services

One of our best-attended events during this period was a
series of practitioners’ forums on documenting small audit
engagements, with 1,400 participants. Our annual small and
medium-sized practitioners’ symposium was very popular as
was our practitioners’ forum for challenges in the workplace.

Over half of our members use the exclusive bank
arrangements we have created through the membership card
and affinity membership credit card.

Wang Jun, vice minister of the PRC’s Ministry of Finance,
was the guest of honour at our annual dinner in 2007 and
his speech lauded the Institute’s work with our mainland

counterparts on international standards convergence.
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*e participate through our nominees and our
many direct contacts with international standard
; setters in accounting, audit and assurance,

and ethical standards by which the Hong Kong profession
operates, giving our members influence in these processes.

As the only statutory licensing body of CPAs in Hong
Kong, we have the responsibility to make sure those standards
are adhered to — quality assurance — and for the regulation
of our members. Part of our job is to reinforce public trust
and confidence.

Standard setting

We maintain our full convergence with international

standards on financial reporting, auditing and assurance, and

professional ethics. During the reporting period, we issued:

* Over 20 new and revised standards, interpretations and
exposure drafts.

* More than 15 comment letters on international proposals.

The international standards setters look to us to raise
issues of concern to Hong Kong and the mainland. Our
standard setting activities during this period included:

* Presenting papers at the IFAC meeting on international
auditing and assurance standards in Brussels and IFRS
regional forums in Beijing and Tokyo.

¢ Participating in the world standard setters’ meeting in
London.

¢ Supporting the Institute’s representatives on the IASB
standards advisory council and working group on lease

accounting.

Within Hong Kong, we met and debated issues with the
Securities and Futures Commission, HKEx and the Hong
Kong Monetary Authority. During this period we co-hosted
forums with the SFC and HKEx on auditing and financial
reporting topics.
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practice review and the published
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by a committee of professionals.
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We are keenly aware of our responsibility M th
ore than

to help members apply complex professional
standards. We do this through:

one a day

RAHBFE - ZF@E

z;ﬁ@}?ﬁggﬁgiﬁi?ﬂi It BT LA ITE - ®  Weekly technical update evenings. We responded
R mEE o FRBVTRERHE * Animproved, faster technical enquiry system. to 478 technical
B o ¢ Staff summaries of newly released standards. enquiries on auditing,
MEEREGTHERNEHAKSE o e Additional expl ial published ethics and financial
© AERETEANES itional explanatory material publishe reporting during the
o EIPITRMAVER  EEEZNEREEH - monthly in TechWatch and our weekly financial year
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e-circular.

Quality assurance

We follow a twin track approach to monitoring the quality of
our members’ audit and assurance work: practice review and
professional standards monitoring.

Practice review

Our practice review programme is based on risk and our
reviewers visit audit firms, review the firms’ quality controls
and sample completed audit engagements. The priority now
is reviewing auditors of listed companies and other public
interest entities.

From 1 July 2007 to 30 June 2008, we have completed
22 visits. Where our visits have revealed problems, we have
asked for explanations or remedial action. The effectiveness
of follow up and remedial action will be one measure to
prove that our practice review is on a par with comparable

monitoring regimes in other top-tier accounting jurisdictions.

This year we introduced an electronic self-assessment
questionnaire, which was sent to approximately 3,000 audit
firms. Nearly 100 percent of our members completed this
questionnaire.

Professional standards monitoring

From 1 July 2007 to 30 June 2008, the professional
standards monitoring committee reviewed 121 sets of
financial statements of listed entities and issued 73 letters
of enquiry to auditors.
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Compliance

We are committed to increasing the efficiency of our
disciplinary process while ensuring there is no reduction in
transparency or impartiality.

Professional conduct committee

A significant development was the reconstitution of the
complaints oversight committee as the professional conduct
committee, which is now the first filtering point for all
complaints regarding allegations of improper conduct. It
can adjudicate minor complaints while referring those it
considers more serious to the council to determine whether
to refer the matter to the disciplinary or investigation panels.

Case handling

We recognize that prompt action on complaints is part of
our public trust. The backlog in complaint handling that has
existed for several years has largely been eliminated.

Ninety complaints (including 67 received in the current

year) were resolved as follows:

¢ TFifty-three were closed as no prima facie case was established.

¢ Eight could not be pursued as the subjects of the
complaints were not members.

* Nine related to listed entities that were within the
jurisdiction of the Financial Reporting Council.

¢ Twelve disapproval letters were issued.

* Seven more serious matters were recommended to council
to refer to the investigation or disciplinary panels.

¢ One was recommended to quality assurance for practice review.

Twenty disciplinary proceedings commenced during this
year. Fourteen of these are expected to be concluded in the
2009 financial year and the balance by 31 December 2009.

Financial Reporting Council

A memorandum of understanding setting out the working
relationship between the Institute and the Financial
Reporting Council was signed in February 2008. When
appropriate, we held discussions with the FRC regarding
ongoing investigations or enquiries in which the Institute may
have a regulatory interest.
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ur bilingual and trilingual CPAs have one of the

| most international outlooks of any professional
accountants anywhere. The Institute’s position as
a recognized global leader is particularly important to our
mainland colleagues and to our members as their careers
extend to this vibrant market.

The Hong Kong and mainland accounting professions are
moving in steps towards mutual recognition, made possible
in part by China’s progress in convergence with international
and Hong Kong standards. From beginning to end, we have
supported this project and have served as the comprador between
the international standard setters and the Ministry of Finance.

We started a new project with the Chinese Institute of
CPAs and Beijing National Accounting Institute to teach our
members about the new enterprise income tax law and the
mainland accounting and auditing standards. We keep our
members up-to-date on other mainland tax, accounting and
regulatory issues and maintain good working relationships
with mainland authorities and regulators.

Our international influence is strong and we participated
in national and world standard setters’ meetings, and our
knowledge and expertise were in demand at the China/
Japan/Korea standard setters meeting.

We asserted our views at international and regional
meetings hosted by the IASB, IFAC and INSOL.

Members gain unparalleled access to most of the world’s
significant capital markets through the Institute’s partnership
in the Global Accounting Alliance and International
Innovation Network, through which, for example, our
members can enjoy services in other jurisdictions. During the
reporting period, we organized a well-attended and thought-
provoking conference in Hong Kong with the ICAEW, one of
our GAA partners.

Other significant events we took part in or helped organize
included the International Organisation of Securities Commissions
technical committee meeting, the OECD 2008 Asian roundtable
on corporate governance, and the Hong Kong business
delegation to Central Europe led by the Financial Secretary.
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FAENEERY  LENEE <>, ur members are “success ingredients” in success

BEAEEAAFER  BEEB stories. In our advertising campaign last year, we

SEEERNGFREETEIESEK used real life stories from our members to explain
PHEFNERAC2RETRA - BWE  how CPAs have a positive influence in business, society and
EEBNEEME HEBUZERELEE K Hong Kong life in general. These campaigns bring our
MNSEHERHEEENTE - E—A5E  brand message to businesses, government, regulators and
EEAER BT - EERBRARESEM  the public, showing the professionalism and integrity that lie
Mgz BREMMESE “SFHE1° WM behind the CPA designation.
PREEEERBENEERE -

Media and public relations 4.5
iR A LA Mainland standards convergence was a big - m
450z =8R8T i R A B e S B, story but a complex one which was reasonably TV viewers
% IHH rﬁifjﬁﬂl%J e A T S R covered by the Hong Kong, mainland and Our success story
45(5%%%%%;%??5%3250% SRR T R EpNE i international news media. campaign reached
ST eer e | S o moreTt\?ap 4.5 million
ZLR20BIMEBFEE o We arranged for in-depth media interviews 50 m\(llliec\),\IerKASi'R
RAMEEEAR AR on our position on quarterly financial and Airport Express
ANEELIHATEERE—SEWIE  UR reporting for listed companies and our stand passengers, and
AT ERERIESESKREHmER on the need to make sure listed firms continue | 200,000 newspaper
STIE o to appoint qualified accountants. readers
RS ESREe Ry EeEa A In part to manage extensive news coverage, the Institute

SIRYNEEER - ARE4ERBN S decided not to pursue an appeal in the judicial review case
2 BPCAERERIEIEY F2F o 5138  Proughtagainst the Institute by the legislative councillor for
B SERME—BHE  BESHBR the accountancy sector. The review was in itself a news event,
o REGER A FHREE SR A2 RiE butwe ensured balanced coverage that included our side of
FERIER o the story and our reasons for not proceeding with the case.

NEMEBLFA D TR REFFEH The consultation on simplified financial reporting for
s ETEEKIFIRE  WREABEFA  Pprivate companies was well covered by the news media, which
BE0EFIFAAATINIE B R EH - 3™y saw this as a compelling business story for Hong Kong’s
B BAE RS REASTRES 500,000 privately owned businesses. Our comments on

BIBRSEENREDEE LSRN TE RS the government’s budget were widely reported, reflecting
R EEESET  AeEMAESEEI N our influence in this regard, as were the Best Corporate
EHETE—B o Governance Disclosure Awards, which are considered the

most important in Hong Kong.
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Member communications

Our 2007 annual report used our advertising campaign
“Success Stories” and a movie script to tell how our members
contribute to success of others. It won four international
awards in the highly prestigious MerComm ARC Awards in
the U.S. Locally the annual report was praised in the Hong
Kong Economic Times.

We keep members informed of news, technical updates
and CPD through our weekly electronic newsletter, while our
monthly magazine A Plus has become a respected source for
the mainstream news media.

Through emails to the Institute, our staff replied to almost
4,000 questions or comments. Complaints are considered
priorities and are promptly addressed, usually by the chief
executive and registrar.

Community services

17,0002 = 17,000 school

MG 807 BTl
SRR A ERIENE
MRz - 30 E R R BRI
g A o Lt EI7E33518
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Praised for creating sustainable benefits for the .
children
(as of 30 June 2008)
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community while being great for brand image,
our “Rich Kid, Poor Kid” programme beat more

Accountant
ambassadors have
visited 82 schools

than 335 campaigns to win the “Corporate Social
Responsibility Campaign of the Year” at the Asia

2007 E KB AR AR
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Pacific PR Awards. It won this top award in the since 2005 to teach

more than 17,000
students financial
management

social education and philanthropy category and
second place for non-profit campaign of the

year. The programme has been teaching the

basics of money management to schoolchildren
since 2005. This year the programme boomed, more than

quadrupling in scope.

The May Moon Money-Wise Box Set was translated into
Dutch and presented to the Dutch queen and minister of
finance at the office opening ceremony of NIVRA, the Dutch
accounting institute.

Our members showed their generosity when, in less than one
week, they contributed more than $1.5 million for victims of the
Sichuan earthquake. We donated $50,000 to help snowstorm
victims in the mainland in February. These contributions were in
addition to support of other charitable events.
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o
!A are conscious of our position as a governance role

s guardians of Hong Kong’s treasure house, we
/ i

model and the responsibilities this entails. We have
been at the forefront of corporate governance for years and
have defined what it means for Hong Kong and the region.

Responsibilities of council

The Institute is responsible for regulation of the accountancy
profession, encouraging the study of accountancy,
representing the profession’s views and preserving the
profession’s integrity and status.

The council is responsible for carrying out these
objects, and for the oversight of the Institute’s operational
management. The council comprises 23 members, including
14 members elected from among the membership, one
member who is the immediate past president, four lay
members appointed by the chief executive of the HKSAR
government, two members 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). During 2007-2008,
council appointed Jack S.L. Chow to fill a casual vacancy due to
the resignation, for personal reasons, of Carlson Tong.

The council is advised by committees and working groups
that it appoints for specific functions and to whom it may
delegate its power. Their structure and membership of these
bodies are reviewed every year by council.
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The execution of council’s policies and decisions is vested
in the chief executive and registrar, who is appointed by the
council. The chief executive and registrar is responsible for
the day-to-day operations of the Institute and overseeing
all of its activities. She acts as secretary and policy advisor
to the Institute’s council, recommends nominations of
appointments to committees and coordinates between

committees and council.

The president is chairman of the council. Other council
members act as non-executive directors of the Institute. The
president is elected by council and considered to be the
leader of the accounting profession in Hong Kong.

The Council met 13 times during the period from 19
September 2007 to 18 September 2008.

Council members’ interests

Council members are not remunerated. A disclosure of
financial interests of council members appears in note 25 to
the financial statements.

As a matter of good corporate governance, 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 any matter in which that member has an
apparent conflict of interest.
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Hong Kong Institute of
Certified Public Accountants
BHETMNS

CP‘e

B Vision
The Institute is recognized globally as the pre-eminent body

of top-tier accountants that leads and serves businesses and
the public interest of Hong Kong.

B Mission

The Institute will contribute to and influence the future of
the global profession. It will contribute to the development
of the profession on the mainland. The Institute will give
clear, decisive and innovative leadership to Hong Kong’s
accountancy profession. It will support Hong Kong’s role as
one of the world’s leading financial centres and will uphold
the core values and public spirit of accountancy.

B Values
Professionalism, integrity, expertise, quality, thought leadership.

B Strategic goals

1. Our governance structure befits a top-tier accounting body.

2. Our qualification is a premier designation internationally
recognized by all stakeholders.

3. Our self-regulatory regime commands public trust and
confidence.

4. Our ideas, products and services provide clear, decisive
and innovative leadership to serve the needs of our
members and the wider community.

5. Our presence in the mainland and global forums
enhances Hong Kong’s unique role as the international
gateway to China.

6. Our statutory roles, missions, values and distinctive brand
of “The Success Ingredient” are effectively communicated
to a broad audience.

Il Our logo

The Institute’s logo signifies a bold optimism and readiness to
embrace change. The four distinctive wings provide balance
and symbolize reaching for new heights. 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.
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FBEEAFEASLE  EFPERALEER

Paul F. Winkelmann RS REERARIER - £ 1 FEE
ARz  E38  REE (THEARFEIMEE) EBFH -
HEEMB ~ Paul F. Winkelmannk 5 (LEEK) °

At the 35th AGM, Albert Au was elected president, with
Paul F. Winkelmann and Wilson Fung as vice presidents.
Pictured from left are: Wilson Fung, Chew Fook Aun,
Doug Oxley, Winnie C.W. Cheung (Chief Executive &
Registrar), Albert S.C. Au, Cho Lung Pui Lan, Stella, Paul F.
Winkelmann and Mark C. Fong (immediate past president).

|
HAZA » %ZA] : Keith Pogson » T &8 » K&
X8 - BREFE - BV R - BB\ - B

Pictured from left, back to front, are: Keith Pogson,
Ding Wai Chuen, Raphael, Tsai Wing Chung, Phillip,
Mabel M.B. Chan, Clement Chan, Jack S.L. Chow,
Ronald Kung and Susanna Chiu.

|
HEBBTHRERFZENTEAEMNAL - BFERKSHR
REY  BEHPRERE - MUEREEERE B8R (FHA
ARNEK) REZRRE (B ERHITHERITEREER)
HMEER  #Z2A  BRE - TEE (FEES) - EBK
RET  FEEE  ®RKHR  BHARERE (BEZEE)-

The government appointed four lay members, Ambrose
Cheung, Catherine Leung, John Poon and Edith Shih, and
two ex-officio members, Ada Chung (Financial Secretary’s
representative) and Lucia Li (Director of Accounting Services).
Pictured from left, back to front, are: Edith Shih, George
Kwok Lung Hongchoy (co-opted), Ada Chung, Catherine K.C.
Leung, Lucia Li, Ambrose Cheung Wing Sum, John C. Poon
and Thomas Y.T. Wong (co-opted).
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BEBF (ENEE)

BIRE (BERLEFHHELE)
AR (BEEHRE)
BELE (BEAFELRE)

BREAH (REARES) REFEM
(BRRRBE) MAHR - 20087

Standing from left: Sitting from left:

Patricia McBride (Executive Director) left in May 2008 Mindee Hansen (Director, Communications)
Jonathan Ng (Director, Student Education & Training) Patrick Tam (Director, Member & Corporate Services)
Winnie C.W. Cheung (Chief Executive & Registrar) Philip Hilliard (Director; Compliance)

Georgina Chan (Executive Director) Chris Joy (Director; Quality Assurance)

John Chiu (Director; Operation & Finance)
Peter Tisman (Director, Specialist Practices)

Johnny Chan (General Counsel) and Alison Wilde (Director, Professional Development) joined in_July 2008

THREFREMER

Chief Executive & Registrar

HATHEE B ITHAEE
Executive director Executive director

BEBH

Admission

| | | |

BEHE ; . POy 28R
Rl senE | Go0B ERpE  SEBR | CanT - AR ARBH | EERAE
Student Professional e Standard Specialist - =5 ~ Member and Operation &
BIRATR Quality Compliance General

education & development i ractices corporate finance
L P HKIAAT SEig P assurance counsel p.
training services

=i

Communications
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ERIBEA ERIBEA
Chairman/Convenor Chairman/Convenor
N8R Corporate function 1T#E% Regulation
ERMNEES BEE K04 BRi2E
Governance review committee John C. Poon  Disciplinary panels Anthony Chan
EREES HEX #A&EME FE2E
Audit committee PM.Kam  Investigation panels Lee Wai Yin, Angela
FHESS RAHR  BETHAEES
Remuneration committee ~ Ambrose Cheung Wing Sum  Professional conduct committee Keith Pogson
REBEZEESS HBE = .
Editorial advisory board Daniel Lin & B 5% Member services
A REREHEAR Egy EBREN=AD , R
Mainland and international committee Albert S.C. Au  Member services committee Susanna Chiu
ARRABEER pEz TOREKFEAR
Administration and finance committee  Chew Fook Aun ~ Small and medium E4E
practitioners committee Thomas Y.T. Wong
EXEM Qualification ERELEHGEES
BRI RESS sm  Professional accountants B
Accountancy accreditation board Tsai Wing Chung, Philip ™ business committee Wilson Fung
e g SrEBFEHEAY
Examinations board Cho Lung Pui Lan, Stella Continuing professional BR 872K
development committee Clement Chan
AMRESEEES

Registration and

practising committee Paul F. Winkelmann

EXERRARXEZEE BiRE
QP support committee Ronald Kung
BRUMBEHEEEE ERE
HKIAAT Board Doug Oxley
2% Standards

EEFRTERZEE 5hog

Standard-setting oversight board Paul M.Y. Chow

MR EENZES
Financial reporting

standards committee Paul F. Winkelmann

REHEZRENZES
Auditing and assurance

standards committee Keith Pogson

BERTEEE 2KE
Ethics committee Tsai Wing Chung, Philip
HEEREREES EIER
Practice review oversight board Gordon W.E. Jones
HEERZES BRE
Practice review committee Wilson Fung
BEATERZES

Professional standards TE#

monitoring committee Ding Wai Chuen, Raphael

REE
Catherine K.C. Leung

HHEEERZEE
Faculty oversight board

ERRREEEERBEHITESS

Restructuring and insolvency faculty STER

executive committee Johnson Kong

HEZEEE AXE

Taxation committee David Southwood

TEUBEEE

Corporate finance TEE

committee George Kwok Lung Hongchoy
EREHMAS/RESBIA=FEREE A

Hong Kong Institute of CPAs/SFC/ EWA

HKEXx tripartite meeting liaison group Albert S.C. Au

ERERMEERB&/ A

Liaison group with the

Hong Kong Monetary Authority Babak Nikzad

B DERE <A RRG> BE T

Joint government/HKICPA WG

to review the Accounting and Auditing o oniE

Provisions of the Companies Ordinance Roger Best

EXEIHERESEI

Professional liability reform

task force Paul F. Winkelmann

RERENME BRI

Current issues task force Paul M.P. Chan
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To the Members of the Hong Kong Institute of Certified Public Accountants
(Incorporated in Hong Kong under the Professional Accountants Ordinance)

7e have examined the summary financial report
of the Group comprising Hong Kong Institute
of Certified Public Accountants (“the Institute”)
and its sub51dlarles HKICPA (Beijing) Consulting Co., Ltd,
The HKICPA Trust Fund, The HKICPA Charitable Fund, and
Hong Kong Institute of Accredited Accounting Technicians
Limited and its subsidiary, The HKIAAT Scholarship Trust
Fund, for the year ended 30 June 2008 on pages 35 to 40.

Respective responsibilities of the Council and Auditor

The Professional Accountants Ordinance requires the council
of the Institute to prepare the summary financial report

in accordance with section 16(4A) of the Ordinance. The
summary financial report is derived from the Group annual
consolidated financial statements and the independent
auditor’s report thereon for the year ended 30 June 2008,
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 solely
to you, as a body. We are also required to state whether
the independent auditor’s report on the Group annual
consolidated financial statements for the year ended 30 June
2008 is qualified or otherwise modified. We do not assume
responsibility towards or accept liability to any other person
for the contents of this statement.
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Basis of opinion

We conducted our engagement in accordance with Hong
Kong Standards on Assurance Engagements and with
reference to Practice Note 710 “The auditor’s 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 consolidated financial statements and the
independent auditor’s report thereon for the year ended
30 June 2008 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 35 to 40 is consistent with the
Group annual consolidated financial statements and the
independent auditor’s report thereon of the Institute for the
year ended 30 June 2008 from which it is derived.

We have audited the Group annual consolidated financial
statements for the year ended 30 June 2008 and have issued
an independent auditor’s report thereon dated 16 September
2008 which is unqualified or otherwise unmodified.

Wong Brothers & Co.

Certified Public Accountants
Hong Kong, 16 September 2008
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B Z2008F6H30H I F/E For the year ended 30 June 2008

2008 2007
FET FET
HK$’000 HK$°000

FENARIRARBEREESHMEEHBNIEXRK

Most of our revenue was earned from our main business as

a regulatory body of accountants in Hong Kong

SETED - ML HESHABHARALLZIETMNSENRE - NEEHERS

Subscriptions and fees derived from registration of certified public accountants;

registered students; firms and corporate practices, and issuance of

practising certificates 104,171 93,371

EETEBIRARBERASERAMSEATEROES - T RERHMWEH
We also derived revenue from examinations, running seminars,
courses and other activities for members and other interested parties

Z3 U3 Income from examinations 57,046 44,791
HstE » RREREMEEUWE Income from seminars, courses and other activities 20,522 20,280
ZH|EE W Income from advertisements placed in the journals 1,461 1,286
ERHEMZERE W Sale of goods and operating lease income 8,121 4,322
PP - REMWALEEES This gave us a total revenue of 191,321 164,050

SETEERUESTTEREBHEEENRAMBERTRAEL  RAERS LS
BERBMNAXGERERHIAE  AMBEHR (FRC) RHtEE  WRSEIHENE
We received government grants on projects that would bring benefits

to the accounting profession and general public at large, contributed

funding to the Financial Reporting Council (FRC) by imposing a special

levy on member practices which are auditors of listed entities and

received donations from members

BUREB) Government grants 764 1,000
15 RIEE Special levy 2,623 7,500
2 Y4B X Donations received 2,228 418
PR ULER Service income 98 —
[ 5% 2% Exchange differences 166 55

mEPT  REMNHEMU A TER This gave us a total other income of 5,879 8,973
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2008 2007

FERT FET
SEH X HEFE Our expenses comprised: HK$000 HK$000
{E&%EF| Employee benefits 79,877 68,548
e SREREAMES Seminars, courses and other activities 8,844 8,040
#%4 Examinations 16,820 15,283
HEBmAZ Cost of goods sold 1,222 1,270
Hi i E Tl Publication of journals 7,009 6,381
IR ~ ENRIF XA Postage, printing and stationery 7,323 7,079
#TE Depreciation 6,429 4,873
A Lt ER X #EE Amortization of prepaid land lease expense 4,398 4,403
B A HEIE Communications and public relations 4,729 8,225
¥ FHEIBA X Building related expenses 4,433 5,031
ERFMBEZEER Legal and professional fees 8,101 9,529
HERE - Ml - RERREFEEE Impairment loss on leasehold
improvements, furniture, fixtures and equipment — 105
BURE BB Refund of government grant — 500
BEEM £ Auditor’s remuneration 226 94
AEXREFFTZARARREMBHE A Cost of development of examination
syllabus and course materials for professional programme 1,888 2,646
RERER X Operating lease expenses 753 536
FE YR FORELE5 18 Impairment loss of receivables 209 —
AU BERFIRMES Contribution to FRC 2,500 7,500
BINEE A Overseas conferences and visits 2,856 3,254
EIFR 4B EE Subscriptions to international organisations 2,096 1,477
B8 FZ Donation expenses 2,504 308
BB X Information technology expenses 810 1,327
H i —RATEAMPERB T Other general administration and office expenses 5,155 5,919
fREFTH - RERBXAEEER This gave us a total expense of 168,182 162,328
SEBHERFRRFEEF ORNHFE
We earned interest income from time deposits and savings accounts 1,918 1,345
RITEX R EFFE We incurred interest on overdrafts and bank loans (1) (1,950)
@ E AT SRR U | (RA) FEA
This gave us a net financing income/ (charges) of 1,917 (605)
H L E £ B & B Z 825 This produced an operating surplus before tax of 30,935 10,090
EEHSEFNLBEINRE
Gain on disposal of leasehold buildings and land lease - 71,425
It E 4B A1 2825 This produced a surplus before tax of 30,935 81,515
IR Tax (6,039) (4,751)
ML EE B E B ERSR This produced a surplus after tax of 24,896 76,764
Hfy2H () / K& Other comprehensive (expenses)/income (114) 30
A EE2E K FEEE S This produced a total comprehensive income of 24,782 76,794
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H2008F6530H As at 30 June 2008
2008 2007
By FHERT FHExT
Note HK$°000 HK$°000
KEEHNEFEE B The Group’s tangible assets comprised:
HERTF Leasehold buildings 36,784 38,938
HEW%1E Leasehold improvements 13,406 14,170
&M ~ B KR Furniture, fixtures and equipment 10,999 10,697
EENEFEEHAER Together, these represented our tangible assets of 61,189 63,805
BN L 1A ZH We had prepaid land lease expense of 167,078 171,476
SENHARBEETEEBERTEFNEETRE
REMBANRIERR S MH M EK IR
Our other current assets, mainly comprised bank balances and
cash in hand, deposits and prepayments, and trade and other receivables 138,739 86,954
SENHEHARDEETEEERARIENKRE
AR ER & AR E AL RIR
Our other current liabilities mainly comprised subscription
and fees received in advance, accounts payable, accruals and other payables (108,627) (98,579)
EEHIELR % B 8 We had deferred tax liabilities of (834) (185)
It REMNEEMEER Thus, our assets less liabilities represented 258,045 223,471
8 8% 281 Members’ equity comprised:
TEE S General fund 2 167,180 142,284
EARES Capital fund 2 90,949 81,157
[ 5. f##% Exchange reserve 2 (84) 30
8 B ¥ £ 4% Total members’ equity 258,045 223,471
7200859816 H HIEEEEH Approved by the Council on 16 September 2008
B Albert S.C. Au JEfEZ Chew Fook Aun ok & % Winnie C.W. Cheung
2k THRMBEEEEE ITHABARFREMEE
President Chairman, Administration & Chief Executive & Registrar

Finance Committee
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Bens sh floww

MAry group statem

B Z2008F6H30H I F/E For the year ended 30 June 2008

2008 2007
FET FEx
HK$000 HK$’000
SEZBAEEEHELNRSRANFE
Net cash generated by operating activities before tax 44,052 27,984
EEEFRENBIE We paid tax during the year (202) (619)
BT B = £ IR £ 588 Net cash generated by operating activities 43,850 27,365
EEFIRITIEB AR S
We received interest on short-term deposits placed with banks 1,767 1,276
SEMEXZNERRTERAATFE
We paid interest on overdrafts and short-term bank loans (1) (1,950)
BEYWE  RBNANTHEIRX
Purchase of property and equipment and prepaid land lease expense (3,804) (3,479)
SEPEEREE TN T B YERRWE
We received further proceeds from disposal of leasehold buildings and land lease — 145,578
KEBEZEEHIRITER We repaid short-term bank loans —  (116,000)
SEQEENBLWHNERAE - ARBE  RER / WEAEENRLEYE
We received capital levy from our members and students for financing the
acquisition, improvement and/or expansion of the Group’s office premises 9,792 9,272
FERESFHEBAEM
There was a net increase in cash in the year 51,604 62,062
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1. General information

The Group refers to Hong Kong Institute of Certified

Public Accountants (“the Institute”) and its subsidiaries:
HKICPA (Beijing) Consulting Co., Ltd, The HKICPA Trust
Fund, The HKICPA Charitable Fund and Hong Kong
Institute of Accredited Accounting Technicians Limited
and its subsidiary, The HKIAAT Scholarship Trust Fund.

This summary financial report has been prepared

from the audited consolidated financial statements of the

Group. It does not contain sufficient information to allow

as full understanding of the results and state of affairs of

the Group as would be provided by the full consolidated

financial statements.

The movements of members’ equity during the year were:

RERH% EBEEE BEFXEE ERHA
Retained General Capital Exchange et
surplus fund fund reserve Total

20085 TET TERT TERT TR TET
2008 Group HK$000 HK$000 HK$000 HK$000 HK$000
20076 7A1H
At 1 July 2007 — 142,284 81,157 30 223,471
SENRBLEERRE
Capital levy from members and students — — 9,792 — 9,792
2HR B
Total comprehensive income 24,896 — — (114) 24,782
ik
Transfers (24,896) 24,896 — — —
200856 A30H
At 30 June 2008 — 167,180 90,949 (84) 258,045
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RERHE EBBEEE BEFXEE ELREA
Retained General Capital Exchange At
surplus fund fund reserve Total

20075 FET FEx FEx FEx FET
2007 Group HK$000 HK$000 HK$000 HK$000 HK$000
2006578 1H
At 1 July 2006 — 65,520 71,885 — 137,405
SERBLEERRYE
Capital levy from members and students — — 9,272 — 9,272
EHRESE
Total comprehensive income 76,764 — — 30 76,794
=ik
Transfers (76,764) 76,764 — — -
200756 A30H
At 30 June 2007 — 142,284 81,157 30 223,471
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