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Our Goals, Our Values and Our Logo

Our Goals

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

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

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

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

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

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

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

Our Values

Professionalism, integrity, quality and thought leadership.

Our Logo

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

CPA Hong Kong Institute of
Certified Public Accountants
-y EREHWAE



—EREFRFE
Our Story — 2005

In mid-August, the Institute was invited to
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Our Story — 2005

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

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

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

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

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

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

As we have proven this year by what we add, this small
Institute is big.
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Highlights — 2005

Hong Kong. The Institute is Hong Kong's
largest professional organisation with over
25,000 members and close to 10,000
students. The membership has strong global
ties, with 47 percent of members having lived
and worked overseas.
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Qualification Programme increased a record 22 percent over last year

e Reached full convergence with International Financial Reporting

Standards (IFRS)

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

Introduced the first IFRS Forum and IFRS Certificate Programme

Joined the prestigious Chartered Accountants Group of Executives
(@7:Y€13)

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

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

Pressed the government on professional liability reform

Expanded representation on our governing Council by welcoming four
lay members

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

Set up the Practice Review Oversight Board and Complaints Oversight
Committee

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

Established a Specialist Practices Department
Launched a new Taxation Interest Group

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

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

Introduced our new monthly magazine, A Plus

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

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

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

Published the first set of Insolvency Guidance Notes
Launched CPA Source

Purchased two floors in Wu Chung House in Wan Chai to provide
expanded membership facilities
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Membership Statistics

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

BEE_TTLETALRER
Current year at October 2005

=S8 ERES 5
Membership Number and Designation Occupation
2005: 25,371 (2004: 22,560)
=hEES
Public Practice ......ccoceeeeeunenene 6,603 26%
BRI o
FCPA oo 3,800 15% TRk
N Industry and Commerce ....... 11,914 47%
k=5 o
CPA oo 21,571 85% DHARBTHSE
Public Sector .......cccoceeviennns 1,879 7%
HihiT3
Others ...coceeveeeeeeeeeeeeeeeeeas 3,718 15%
ERMNSRERE
Retired or not specified ....... 1,257 5%
F# 5 eSSBS E RER
Age Distribution Number and Types of Member Practices
2005: 1,323  (2004: 1,280)
7,000 1,400
i BB
Firms
., 0000 5,674 1,200 1,139
@ 5,253
Q
£ 5000 1,000
s
© 4,000 300
3
£
3 3000 2702 2897 600
= HEEE
ﬁ 2,000 1,470 400 Corporate
4 1,199 Practices
1,000 I I 200 184

295 LA™ 30-34 35-39 40-44 45-49 50-54 S5S55siLlE
Under 29 FH# Age 55 or above
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Our Structure

BRI AR B — W ATEE S MmaEma
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AEEENHA [&5H6] BHH(3E L HCertified Public
Accountant » f§FECPA) o
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CPAE % & 1K 272 (CPA Qualification Programme) L4
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The Hong Kong Institute of Certified Public Accountants is Hong Kong’s
only statutory licensing body of accountants with over 25,000 members and
close to 10,000 registered students. Members of the Institute are entitled
to the designation “Certified Public Accountant” and to the designatory
letters “CPA."”

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

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

BERE(BEERR2UEER)
BITABNRE UREEREZLASSH
23 members including President and two Vice-Presidents
Carries out the objects of the Institute and oversees
the management and control of the Institute

s BAEEEEE

5 Statutory Committees

AMRAERERES
ZHEE
HXEREZES
#AEPAE
wmEhE

TR R M ELE
Chief Executive & Registrar

EESSREEEASNARESH
Chief Executive & Registrar
Delegated day-to-day management
from the Council

Registration & Practising Committee
Examinations Board
Practice Review Committee
Investigation Panel
Disciplinary Panel

HEE

Secretariat

1M1LET
111 staff

ITHARFIMEERAE
CE&R's Office

39 EHEEEES
39 Non-Statutory

Committees

REBTEREEES HTBES
Head of Compliance iy
& General Counsel Executive Director
.
B X2 B R
P 2 B R » e . FRKF
BIR EERUH o . RERKE | EEHT | SERE e
Mainland & Operation & Communications || Compliance Dienbed SiEmeEs Sl Quality
International Finance Services Setting Practices
. Assurance
Relations

BITHEE
Executive Director
HEEX
ZETEHE
HEER The Hong Kong
Admission Qualification associationfo
Accounting
Technicians

Limited
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B2 - ZFEE - Paul F. Winkelmann » Bk « REBE(TRASRIMEL)

Front row from left: Wilson Fung, Amy W.S. Yung, Edward Wai Sun Cheng, Carlson Tong, Mark C. Fong (Vice-President), Edward K.F. Chow (President), Paul M.P. Chan (Vice-President),
Michael K.H. Chan, Paul M.Y. Chow, Dr. Cho Lung Pui Lan,Stella, Albert S.C. Au
Back row from left: Chew Fook Aun, Tsai Wing Chung, Philip, Gordon W.E. Jones, Leo C.M. Lee, Susanna Chiu, Doug Oxley, Roger Best, David Tak-kei Sun, Sophia Kao, Lucia Li,
Paul F. Winkelmann, Sir C.K. Chow, Winnie C.W. Cheung (Chief Executive & Registrar)

Composition of the Council 2005

Elected Members

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

Michael K.H. Chan FCPA

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

Leo C.M. Lee FCPA

Doug Oxley FCPA

David Tak-kei Sun FCPA

Carlson Tong FCPA

Tsai Wing Chung, Philip FCPA
Paul F. Winkelmann FCPA

Amy W.S. Yung FCPA

Immediate Past President
Roger Best FCPA

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

Paul M.Y. Chow

Sophia Kao

Co-opted Members
Chew Fook Aun FCPA
Susanna Chiu FCPA

Ex-officio Members
Representative of

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

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

Secretary to the Council
Chief Executive & Registrar
Winnie C.W. Cheung FCPA
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Front row from left: Georgina Chan, Gary Wong, Winnie C.W. Cheung, Stephen Chan, Patrick Tam
Back row from left: Mindee Hansen, Patricia McBride, Edwin Cheung, Tony Harrod, Peter Tisman
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Chief Executive & Registrar
Winnie C.W. Cheung

Executive Director
Stephen Chan

Executive Director
Georgina Chan

Head of Compliance & General Counsel
Tony Harrod

Director, Standard Setting
Patricia McBride

Director, Specialist Practices
Peter Tisman

Director, Mainland & International Relations
Patrick Tam

Director, Member Services
Gary Wong

Director, Operation & Finance
Edwin Cheung

Director, Communications
Mindee Hansen
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President’s Report
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Dear members,

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

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

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

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

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

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

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

e The number of students registered for our CPA Qualification
Programme (QP) increased by 22 percent to close to 5,700.

e Demand for CPAs is strong and accountancy has continued to
be the preferred profession by students.

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

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

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

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

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

HKFRS / IFRS

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

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

One shortcoming that the adoption of new standards has highlighted is
the absence of a standard on Statement of Comprehensive Income, which
would serve to differentiate operating earnings and revaluation surpluses
and deficits, and consequential amendment to the basis of calculating
earnings per share. With many Hong Kong companies having to revalue
their investment property portfolio, this shortcoming has highlighted itself
in the recent interim earnings announcements. The Institute’s Financial
Reporting Standards Committee is researching this and might propose
additional earnings per share measurements in the near future. At the
same time we are making representations to the IASB to draw attention
to this problem.
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In June this year, Sir David Tweedie, chairman of IASB, accepted our invitation
to speak at our IFRS Forum which was very well attended, and preparers
and experts at the forum expressed valuable views.

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

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

Guide on Internal Controls and Risk Management

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

International Recognition / Mutual Recognition Agreements

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

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

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

Regulatory Reforms and Proportionate Liability

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

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

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

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

1. Four lay members joining the Council

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

2. Lay member Investigation and Disciplinary Panels

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

3. Communication with stakeholder groups

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

Mainland

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

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

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

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

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

We have made extraordinary progress.

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

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

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

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

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

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

business objectives:

e Building our capacity to offer specialist faculties

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

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

e Collaborating with Mainland and overseas bodies

e Pursuing liability reform for auditors

o Offering professional thought leadership

e Performing community services as part of our good citizenship

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

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

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

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

Winnie C.W. Cheung
Chief Executive
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Operation and Finance

The Institute has signed a reciprocal
membership agreement with Institute of
Chartered Accountants in Australia and a
mutual recognition agreement with CPA
Australia, thereby strengthening our ties to
Australia.
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Operation and Finance

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

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

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

Automation of operations

During the year, we introduced a number of web-based applications that
have given our members more direct and personal links with us, helping
to improve communication and foster a greater sense of belonging with
the Institute. The applications also improve efficiency and promote a
paper-less environment, which has led to a 10 percent reduction in printing
and stationery costs while at the same time achieving a significantly higher
volume of communications demanded by today’s business environment.

e We brought in an e-voting system for the November 2005 Council
election, enabling members to cast their votes through the internet 24
hours a day during the whole voting period.

e The e-members’ handbook has been improved, both in terms of system
performance and user-friendliness. The average time for updating the
e-handbook has fallen from 20 minutes to just one minute. Updates are
now available through patch programmes stored on the web, resulting
in quicker and easier updates.

e Electronic communication has taken off during these 12 months. We
now send e-circulars to members and other stakeholders weekly. Also,
we send monthly e-newsletters to students and regular updates to
Accountant Ambassadors.

e We introduced an i-helpdesk system to keep track of members’ enquiries
and complaints. Daily emails from members are automatically posted
to i-helpdesk and forwarded to case officers. This system enables
us to manage members’ concerns so that we can review them at
monthly directors’ meetings and compile monthly statistical reports on
enquiries and complaints for the Council and Audit Committee’s review.
Monitoring members’ comments allows us to deal with issues before
they become crises and lets us be more responsive to members.

e We also introduced the Institute’s i-net. This is an internal system
that helps us manage Council and committee meetings and papers,
administer the formation, dissolution and roll-over of committees every
year, and the appointments and resignations of Council and committee
members.
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The Institute’s new and fresh looking website.
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e Our website now includes an online Qualification Programme (QP)

enrolment function. This is particularly helpful for QP students in
Mainland China who would otherwise need to enrol through mail or in
person.

To improve cost management, we introduced a time-sheet system for
staff in the Compliance Department. This enables them to record the time
and expenses relating to each complaint, investigation and disciplinary
case.

We conducted a thorough overhaul of the overall performance,
security and availability of the Institute’s IT infrastructure. This included
introducing the following measures:

e Network monitoring system

e VPN connection between the Secretariat and the ISP’s data centre
¢ Intrusion detection system

e Vulnerability scanner

e Firewall and web server log analysing systems

e (Clustering of critical application servers

¢ Load balancing data communication lines

We set up software to develop e-questionnaires to capture more
information about and opinions of our members. One of the main uses
for this software this year is an e-questionnaire that will be used by our
Practice Review team to collect information from CPA practising firms
to help with profile analysis and risk assessment.
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Financial

As a professional accountancy body, we understand the benefits of strong
financial control, and integrate these concepts into our own operations.

e |n preparing these financial statements, we have assessed and adopted
in advance all HKFRS.

e We introduced comprehensive activity-based budgeting across all
departments, which also involved realigning the chart of accounts,
analysis codes and management financial reports in the financial
management system in line with the activity-based budgets.

e \We engaged a professional consultant to carry out a risk, control and
cost effectiveness review of the Institute’s core business processes.

Human resources

Our staff are our most important asset. We recognise that our success
depends on their hard work and effort, and in return we take an active
role in their career development.

e We completed a first stage reorganisation of the Secretariat.

e We engaged a professional consultant to develop a structured training
programme for all staff members.

e We introduced e-pay records, e-tax returns (IR56B) and e-MPF
contribution statements to improve efficiency.
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“When | think about the Hong Kong Institute of
CPAs, three words come to mind: leadership,
professionalism and dedication... It is clear

to IFAC, and | think clear to the world, that

the Hong Kong Institute of CPAs is an
organisation that both promotes and adheres

to professional standards.”

Graham Ward
President
International Federation of Accountants

Office and facilities

One of the direct consequences of the Institute’s spectacular development
over the past few years has been the increased pressure on our resources
— in particular, on space. Right now we operate from three different
offices in the Lippo Centre and use other outside venues for training and
meetings. A crucial objective this year was to find one space large enough
to accommodate all our functions under one roof.

We found and purchased two floors in Wu Chung House in Wan Chai
with a view to relocating all the Institute’s operations to this one site while
adding training, meeting and new library facilities for members gradually
as various parts under different lease terms become vacant. Renovation
work is currently under way and the main office should be ready by the
end of 2005.
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Communications

Explaining our role

Accounting standard setters from China,
Japan and Korea met for a summit with
the IASB in Xi‘an, China, this year. The Institute
shared its experience in convergence to
international standards.
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Communications

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

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

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

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

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

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

Brand building

A brand crystallises the intangible benefits of belonging, and we are telling
in ways both ordinary and extraordinary the Institute’s brand story about
our members as “success ingredients.”

e We introduced CPA Day on 8 September 2005 — the first anniversary
of our re-branding. These special anniversary celebrations featured
advertisements and programmes that helped sustain the Institute’s brand
awareness among the general public, while fostering members’ sense
of belonging and identity.

e Over the year, our corporate advertisements have been featured
extensively in news media, trade publications and sponsorship
programmes, heightening public awareness of the Institute’s new name,
logo and brand equity.

e We researched the perceptions of our qualification programme in order
to gauge the way it is regarded by students, employers, academics and
members of other overseas bodies. Using this research we intend soon
to christen the programme with a name, making it the Institute’s first
sub-brand in its overall brand architecture. As a sub-brand, the new
name and identity of our qualification programme will immediately
benefit from the values of professionalism and integrity of the Institute’s
master brand.

e We continue to control and monitor the Institute’s brand via a
comprehensive corporate style guide for use by all Secretariat
departments and outsourced vendors. The guide assures a consistent
presentation of the Institute’s identity, thereby allowing the value of its
logo to accrue.

Public relations

Being a world-class top-tier accounting body is not enough. We want
to be seen for what we really are — the cream of the crop. Through
our communications with those outside and within the profession, we
continuously show the world who we are, what we do, and how our
members are the success ingredient in their work and their communities.

e We raise the profile of the Institute’s submissions, stance and advocacy
on public policies, professional and financial issues, and its rising
international standing through thoughtful professional communications
travelling through the right channels.
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e \We maintain a positive and high profile for the Institute by closely
working with editors and reporters about all important issues affecting
the profession, the Institute and the public both locally and internationally.

A fascinating new project this year took us onto Hong Kong’s television
screens when we worked with Cable TV in producing 12 weekly episodes of
“CPAZIREEAZE " These programmes captured the public's imagination
by covering a topic of interest — how to read financial statements
— while simultaneously increasing public exposure of the Institute
and reinforcing how our members’ work impacts on everyday matters.

During the year, the Institute shaped public opinion on issues
ranging from professional liability reform to accounting standards
convergence, and from corporate governance to taxation.

e |Issued 50 press releases
e Held 27 press briefings
e Gave 93 media interviews

This media outreach resulted in 359 print, 24 television, and 61
radio stories. The Institute was mentioned in many other stories
which originated with other organisations.

In a ground-breaking move, we conducted the Institute’s most
comprehensive survey of our members in CPA Survey 2005: The Pull
from the North. This year, one of the most notable findings was the
incredible demand for our members’ expertise from the Mainland. CPA
Survey 2005 polled 14,075 members by email and won a 20 percent
response rate. The survey also queried business leaders on what they
need and expect the profession to deliver. The survey covers many of
the most important issues in our members’ professional lives from pay
to working hours to the impact of regulations.

This year, we took the opportunity to find out more about our Professional
Accountant Members in Business (PAIBs), who comprise the majority of
our membership. We conducted our first ever focus group research on
the attitudes and responsibilities of PAIBs and what the Institute can do
to elevate their roles as success ingredients.

We did the same for our members in small and medium-sized practices
(SMPs), asking them what value the Institute could bring them. We also
supported member services in conducting a benchmarking survey for
Hong Kong’s SMPs, bringing them the market information they need
to better run their practices.
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e We unveiled our new monthly magazine in June 2005 called A Plus.
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ﬁij, Ell\j I'ﬂzﬁk_%'fé , E ﬁ Ej] 57 professional developments and embodies the Institute’s brand promise.
=M 71N X . . . . .

For the first time ever, our magazine is now on sale to the public and is
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L\ Zﬁﬁtlj EI/] % @ J members up-to-date on all issues and activities as they unfold. This

timely communication also fosters a closer rapport between members
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Helene Kennedy

s e \We support the communications needs of different committees and
RikiE departments within the Institute on their important projects ranging
BANEEIEz— RRRENNEBERE  FEEFE from research to re-branding to standard setting to policy.
PHAGHNRE IHM&%.;EE’J%%‘% o
e \We monitor the daily correspondence from members and students, tracking

e RNBE_ZZTRFAAEEEFHAT (A Plus) - B enquiries and complaints as they flow to the Institute and direct these to
BEHHARRBERASNEENEERREN IO the responsible officers. In this way, we see issues emerging and respond
BN RIEEE o W4 RELEARESELEAE before they become crises and quickly tackle problems and questions.
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The Institute’s new monthly magazine, A Plus, receives acclaim for its dynamic presentation and strong editorial content.
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The Institute supported and raised funds for the “Walk Up Jardine House” charitable event.

“The Hong Kong Institute of CPAS’ initiative,
innovation and high quality communications
have supported the development of the global
profession. In particular, over the past year,
the Institute, through its re-branding and other
efforts, has greatly assisted the International
Federation of Accountants in communicating
the accountancy profession’s commitment

to quality and its role in protecting the public
interest.”

Helene Kennedy
Director, Communications
International Federation of Accountants

Community relations

Our role as success ingredient is a big one, and one that extends past the
business world to Hong Kong as a whole. We are the success ingredient
in the Hong Kong community at large, and show this through our
wholehearted and directed involvement with community projects.

mﬂqmn‘nlﬂl.ll'? '
Certified Public ALE
ENanELw

B MAESERRES

Accountant Ambassadors participated in environmental protection activities.

33



&5, Communications

DELVHFEELFHEREENAEER - » (801 B0 7] EBBHAFS -

The Institute announced the survey results on Hong Kong teenagers’ opinions about
money to unveil the “Rich Kid, Poor Kid" project.
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e The focus of our current community service initiative is a project called

“Rich Kid, Poor Kid,” aimed at helping families practise better financial
management. This high-impact project has spurred wide debate in the
media — and outside the business pages — and Institute representatives
have appeared in news and current affairs programmes to talk about
it. It has also galvanised members’ interests in community services. The
“Rich Kid, Poor Kid"” project to date includes:

e asurvey on Hong Kong teenagers’ attitudes towards money

e aprototype forum featuring on-site polling with students, a short
play enacted by students and a panel discussion by experts on
students’ spending attitudes and habits

e aroadshow created for Accountant Ambassadors to conduct in
secondary schools to teach teens financial management

e \We organised PlayStreetco2004 with Playright Children’s Play Association.

This event attracted 10,000 parents and children with its rich and
colourful lineup of over 20 games promoting the importance of play
to busy Hong Kong people. We are building on the event’s success and
collaborating with Playright again in PlayStreet 2005, tying in with the
Institute’s “Rich Kid, Poor Kid” programme and creating games with a
financial management theme.

The Institute donated $200,000 to the International Red Cross to
support relief and reconstruction programmes for the South Asian
Tsunami survivors.

MEEBREBBRREF T (P) T [REEREEEE2004 ] HBIEER -
The Hon. Frederick Ma, Secretary for Financial Services and The Treasury (centre), officiated at the
opening ceremony of PlayStreetco2004.
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Winners of the Outstanding Accountant Ambassadors Awards 2004 at the Institute’s annual dinner.

e At the Outstanding Accountant Ambassadors Awards 2004, we
recognised the commitment and contributions to social service of six
accomplished accountant ambassadors.

e We introduced a new Accountant Ambassador logo in line with the
Institute’s new branding and to better embody the spirit and essence
of our community services initiatives.

e Current number of Accountant Ambassadors: over 800

* Increase in number of Accountant Ambassadors joining in July
and August 2005: 70%

e Number of Accountant Ambassadors leading “Rich Kid, Poor
Kid” road shows: 80

Some of the services provided by our Accountant Ambassadors include

advising in the:

® Free Public Advisory Service Scheme

¢ Healthy Budgeting Family Counselling Programme

e Financial Consultation Scheme for University Students

e Building Management Resource Centre Duty Accountant
Ambassadors Services

Other Accountant Ambassador projects include:

e Teaching English to secondary school students

e Acting as mentors in the Millennium Entrepreneurship Programme

e Building on the “Rich Kid, Poor Kid” roadshows

e Taking part in field trips and seminars in the Green Leaders
Programme — Green Partnership
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New Zealand is one of many nations
where Institute members have worked and
lived. As common members of CAGE, those
linkages will continue to grow.
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Regulatory

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

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

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

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

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

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

On the regulatory front, our complaint process is designed to
protect the public interest, enforce professional standards and
preserve the integrity of the accounting profession. There is
also a significant element of lay member participation in our
investigation and disciplinary processes, making us a highly
transparent organisation.
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What we add

Standard setting

With the publication of the last five Hong Kong Accounting Standards
arising from our convergence project on 9 December 2004, we achieved our
long-held goal of fully converging Hong Kong’s suite of financial reporting
standards with the International Financial Reporting Standards issued by
the International Accounting Standards Board (IASB). This full convergence
is effective for financial reporting periods that began on or after 1 January
2005. The Institute took every opportunity to explain the advantages of
convergence to members and the business community.

Eighty percent of our members responding to the CPA Survey
2005 think our convergence with international standards is critical
or important for the accounting profession

Our Financial Reporting Standards Committee has now moved into a new
and exciting role, acting as liaison between Hong Kong’s financial reporting
community and the IASB. We continue our active participation in the
international standard setting bodies and by making written submissions
on exposure drafts. A full list of our international participation is set out
under “International Affairs.”

Our achievements during the year include:
Financial reporting

e |ssued guidance on disclosure of changes in accounting policies arising
from the convergence of Hong Kong Financial Reporting Standards with
International Financial Reporting Standards

e Finalised 20 new or revised accounting and financial reporting standards
(HKAS/HKFRS), six Interpretation Statements, and the Preface to HKFRS

e |ssued “SME Financial Reporting Framework and Standard” after three
rounds of public consultation
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The Institute issued its first Communication Paper on the development of the revised
practice review programme and practice review questionnaire.
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o AT :
e Preface to Hong Kong Standards on Quality Control,
Auditing, Assurance and Related Services
e Quality Control for Firms that Perform Audits and
Reviews of Historical Financial Information, and
Other Assurance and Related Services Engagements
e Hong Kong Framework for Assurance Engagements
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e Reporting by Auditors under the Banking
Ordinance
e Acting as Scrutineer at a General Meeting of a
Listed Issuer
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e Code of Ethics on Independence (ZZE [ FE
{EIEAR)

e Guidance on Changes of Auditors of a Listed Issuer
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“The steps you have taken to strengthen
professional regulation and oversight have
enormous significance. They will underpin public
confidence in the high quality and integrity of the
profession and enhance Hong Kong’s reputation
as one of the world’s premier financial centres.”

Paul Druckman
Immediate Past President, The Institute of
Chartered Accountants in England and Wales

Auditing and assurance practices

e Issued:

e Preface to Hong Kong Standards on Quality Control, Auditing,
Assurance and Related Services

e Quality Control for Firms that Perform Audits and Reviews of Historical
Financial Information, and Other Assurance and Related Services
Engagements

¢ Hong Kong Framework for Assurance Engagements

e Twenty seven Standards on Auditing

e Four Standards on Review Engagements, Assurance Engagements
and Related Services Engagements

e Standard on comfort letters and due diligence meetings which belongs
to a new series of standards for listing engagements

e Two Practice Notes on:
e Reporting by Auditors under the Banking Ordinance
e Acting as Scrutineer at a General Meeting of a Listed Issuer

Ethics

e |ssued:
e Code of Ethics on Independence (2004 revision)
e Guidance on Changes of Auditors of a Listed Issuer

The Institute initiated a few years ago a project to amend the definition
of subsidiary in the Companies Ordinance so as to enable Hong Kong
companies to use the definition of subsidiary in financial reporting standards
for consolidation purposes. With the concurrent efforts of the government
and the Institute, the Institute’s proposal was finally accepted with the
passage of the Companies (Amendment) Ordinance 2005. The amendments
resulting from the Companies (Amendment) Ordinance 2005 will become
effective for financial reporting periods beginning on or after 1 January 2006.
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Technical support

An important element of our work is providing technical support to our
members, helping them implement new standards and guidelines as they are
issued. This support helps boost their practical application of the standards
and is a fundamental component of the success ingredient they gain from
membership of the Institute.

e We hosted our very successful first International Financial Reporting
Standards Forum in June 2005 with Sir David Tweedie, chairman of
the IASB, as our keynote speaker. This event included a CEO and CFO
round-table luncheon.

e We issued TechWatch mailings and contributed technical-related articles
to the Institute’s magazine A Plus.

e \We respond to members’ technical queries.

Quality assurance

We know that our members work to the highest standards and we have
an obligation to the public to ensure that members and member practices
comply with professional and technical standards.

Practice review

e We completed Phase | of the revised practice review programme in 2004
with the development of the practice review questionnaire, which collects
information on practices’ risk profiles and serves as a self-assessment
tool. We are seeking feedback from members on the questionnaire.

e We started Phase Il of the revised practice review programme in the
second quarter of 2005 which seeks to work out a methodology for
reviewing practice units and supporting systems for the programme.

e We are making good progress on the 25 practice review cases scheduled
for completion in 2005 under the current system.

e To give an additional level of evaluation over our practice review
process, we formed a Practice Review Oversight Board with lay
members' participation.
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The Institute organised a high-level forum on international financial reporting
standards featuring 1ASB chairman Sir David Tweedie (fourth left).
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“Hong Kong has picked up international
standards very quickly and is one of the
leaders in the convergence process. We're
very grateful for that.”

Sir David Tweedie
Chairman
International Accounting Standards Board

e We consider dialogue with our members to be a vital component of our
regulatory role. During the reporting period, we:

e issued our first Communication Paper on the development of
the revised practice review programme and practice review
questionnaire

e issued the 2004 Practice Review Operations Report

e held practice review seminars on audit documentation

¢ held a discussion forum on the revision of the practice review
programme

Monitoring professional standards

During the reporting period, we:

e published the 2004 Operations Report in respect of the results of our
review of financial statements conducted in 2004

o reviewed 77 sets of financial statements

e issued 107 letters to the auditors making enquiries and recommendations
for future improvements

e referred three cases to Council and recommended investigations
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Compliance
Regulatory reform

e We continue to work with the government, Hong Kong Exchanges
and Clearing Limited, the Securities and Futures Commission and the
Companies Registry on the legislation required to set up the Financial
Reporting Council. Benefits of the changes are enhancing the accounting
profession’s investigatory regime and speeding up the investigation of
suspected accounting irregularities.

Complaints and referrals

To enhance consistency and efficiency in our handling of external complaints
we received against our members, we introduced a new system whereby
complaints are handled by case officers and reviewed by a Complaints
Oversight Committee (with lay members) established to provide checks
and balances.

During the year, we focused on completing old cases (complaints received
before 1 January 2004) and complaints referred by regulators.

Percentage of old cases and referrals cleared during the year: 68%
Old cases: 42 of 62 completed
Referrals: 8 of 12 completed

New cases (complaints received on or after 1 January 2004)
Cases handled during the year: 94
Closed during the year: 48

Categories of complaints received

Non-compliance with professional
standards or statutory requirements: 47 %

Negligence, misconduct, dishonourable
conduct: 23%

Improper advertising and promotional
activities: 17%

Others: commercial disputes, quality of
services and request for assistance: 13%
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Review results

Total cases completed: 98

Not pursuable — insufficient evidence to support allegation: 69
Not pursuable — complainee being a non-member: 9
Complaint unfounded or conciliated at secretariat level: 6
Referral to Disciplinary Panels: 12

Disapproval letters: 2

Statutory investigations

To ensure the transparency and objectivity of our investigations process,

we revised our investigation system.

e We have expanded the size of our Investigation Committee in which the
majority of members (including the chairman) are now lay persons.

e New Investigation Panels (Panel A for non-accountants and Panel B for
CPAs) were set up during the year. We held a briefing session for the
members of the new panels.

e Investigation powers have been broadened.

Number of new investigation cases this year: 3
Number of investigations brought forward from last year: 14

Total cases completed: 1

Disciplinary proceedings

To reinforce public confidence in our compliance procedures, we revised

our disciplinary system.

e The majority of Disciplinary Committee members (including the chairman)
are now lay persons and hearings are in public.

e New Disciplinary Panels (Panel A for non-accountants and Panel B for
CPAs) were established this year, and we held a briefing session for
members of the new panels.

e Our disciplinary powers have been broadened.

e A Consent Order system has been introduced.

Under old system: 7 cases heard, 7 cases in progress
Under new system: 15 cases in progress
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Thought Leadership and Specialist Practices

Turkey /s the site of the 2006 World
Congress of Accountants. As the host of
the preceding event in 2002, the Institute
will be representing Hong Kong in Istanbul
next November.
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Thought Leadership and
Specialist Practices

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

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

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

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

RERYS Thought leadership
ARERHEERARERBE  URNLEBZENATE Working hard to anticipate trends and how they will affect our members, the
B8 EHEHRAER #MRELEENIHES global accounting profession and the business world as a whole, we shape

REFTANEALERTINRE - REREREBEE & the accounting and business landscape through our finely-directed thought
MREEBGYSEEERSNABNLERE  BHEMM leadership. We achieve this by bringing our members the intellectual and
HEELES - skills development that keeps them in front of the curve.

e Professional liability reform is evolving in mature economies. We strongly

c pA believe that inequalities between professional liability laws in Hong Kong
‘ and elsewhere pose a real risk to the audit profession and, by extension,
“. ’ the accounting profession as a whole. We made a submission to the
Hong Kong Instir government and the Legislative Council this year proposing reforms that
are in line with those introduced in other important financial markets,
| Fertified Public Ac : . :
FAAHED ‘ and continue to actively press for changes.

e \We held discussions with the Official Receiver’s Office (ORO) on proposals
under the Bankruptcy (Amendment) Bill 2004. This legislation provides
for contracting out of summary bankruptcy cases to private sector
insolvency practitioners, and represents an opportunity for those of our
members who can provide this type of service.

e In line with this development, we issued our first set of Insolvency
Guidance Notes aimed at establishing best practice guidelines for our
members in this field.

e \We released our latest corporate governance guidance: Internal Control
and Risk Management — A Basic Framework, which has been widely
circulated to listed companies and the broader business community.

#EEE AXBREHAVEGRREBLEEN L LS EREXEEFENR

Edward K.F. Chow, President, and Mandy Tam, LegCo representative of the accountancy
functional constituency, introduced the professional liability reform proposals.

s PRERRNEEEBARANEETEXREEHTENE -
DNERE  BBNEXET AR MR
0 BARBEXEAZRES T RTRER - #it
DEEFRABMNLEE 2R  BEABET
EXEAFERE  UHEAMIESMMSEE -
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s AETHEREEEENRER (2004FHEGZI MK
PIER) WEE ZERIRMAGEREBARTL
EWEEENEXS  REARUBLERBENAIEEE
mREBHE -
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e We held our fifth annual Best Corporate Governance Disclosure Awards
in 2004, which is now a well regarded, sought after award by Hong
Kong businesses.

e \We are heavily involved with government bodies and regulators, making
sure our members’ views are heard. During the reporting period we held
over 40 meetings with the Financial Services and the Treasury Bureau,
Narcotics Division of the Security Bureau, Inland Revenue Department,
Official Receiver’s Office, Hong Kong Monetary Authority, Securities and
Futures Commission, and Hong Kong Exchanges and Clearing Limited.

e We also attended five LegCo Bills Committees and Panels meetings.

ABEERREKEERA 2 REEFENYRAEE -
The Institute’s Vice-President Paul M.P. Chan commented on the government budget 2005/2006.
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e During the year, we issued over 30 submissions and representations
on legislation, consultation papers and other proposals to various
government departments, the LegCo and regulators. These covered a
wide range of subjects and included:

e Financial Reporting Council Bill

e Bankruptcy (Amendment) Bill 2004

e Review of provisions of Copyright Ordinance

¢ Building Management (Amendment) Bill 2005

e Budget proposals for 2005/06

e Several different Inland Revenue Department (IRD) departmental
interpretation and practice notes

e Consultation paper and subsequent legislation on exemption of
offshore funds from profits tax

e Estate duty review

e Consultation on duty on alcoholic beverages

e Proposal to split the posts of chairman and CEO of the SFC

e SFC’s review of the Disclosure of Interest Regime under Part XV
of the Securities and Futures Ordinance (SFO)

e Amendments to the SFO to give statutory backing to major listing
requirements

e SFC's proposed amendments to the Securities and Futures (Stock
Market Listing) Rules

e Hong Kong Exchanges and Clearing Limited's proposal to
implement a new decision-making structure for listing matters

e SFC's proposed regulation of sponsors and compliance advisors
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The Institute issued the Internal Control and Risk Management
Guide for listed companies.
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“We appreciate the Institute’s support for

our efforts to raise the corporate governance
standards of our market. Hong Kong
Exchanges and Clearing will continue to work
with the Institute to... further strengthen

Hong Kong’s position as an international
financial centre.”

Paul M.Y. Chow
Chief Executive
Hong Kong Exchanges and Clearing Limited

e External events that Institute representatives took part in, both in Hong
Kong and overseas, include:

e Judging the Hong Kong Institute of Directors’ “Directors of the
Year Awards” in 2004 and 2005

e Speaker at the Independent Commission Against Corruption
Leadership Forum 2005

e Panellist at the Inaugural Asia-Pacific Corporate Governance
Conference organised by the Hong Kong Baptist University

e Speaker at the Hong Kong Institute of Company Secretaries’
Corporate Governance Conference 2004

e Participants in the 6th and 7th OECD Asian Roundtables on
Corporate Governance

e Speaker at the International Organisation of Securities
Commissions 2005 Emerging Market Regional Training Seminar
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Specialist practices and faculties

Our members’ aspirations, careers and businesses are in a continuous state
of evolution and renewal. New business areas open up, and established ones
change. Reflecting this evolution, this year we set up a Specialist Practices
Department to better serve our membership’s shifting and diverse needs.

Our membership and co-operation agreement with the Institute of
Chartered Accountants in England and Wales (ICAEW) means our members
can take advantage of the ICAEW's extensive specialist faculty resources. At
the same time, we are extending and expanding our own specialist groups
to help our members develop their careers and businesses.

e Wesetupatask force tolook into establishing an Insolvency Faculty. Detailed
proposals will be submitted to Council towards the end of 2005 or early 2006.

e We formed a Corporate Finance Committee (CFC) to provide greater
support to members working in corporate finance and to promote the
interests of the corporate finance sector in Hong Kong. A proposal to set
up a corporate finance faculty is one of the items on the CFC's agenda.

DEWEREDE - BARBENRRERIASBERGIETAL - EAFNARE RN H=EEIFRSEEIRE -

The Institute joined the accounting standard setters of China, Japan and Korea along with representatives from the IASB, to discuss the three countries’ progress in convergence with IFRS in Xi‘an in September.
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The Commissioner of Inland Revenue, Alice Lau, spoke at the inauguration of the
Institute’s Taxation Interest Group.
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‘I must express my whole-hearted gratitude
to the unfailing support of the Hong Kong
Institute of CPAs. The Institute spends

great effort every year in studying taxation
policies and makes annual submissions to
the Financial Secretary on fiscal matters and
taxation policy matters. The Institute has
given numerous pieces of advice to the Inland
Revenue Department... that are in the

public interest.”

Alice Lau
Commissioner of Inland Revenue

e We aim to introduce a new international corporate finance qualification
into Hong Kong and participate in a global alliance involving the
ICAEW and the Canadian Institute of Chartered Accountants, the main
developers of the qualification, and other bodies from leading financial
centres around the world.

e QOur new Taxation Interest Group met with considerable success,
attracting more than 370 members between its introduction in June
2005 and September 2005. This enthusiastic response demonstrates
members’ interest in discussing tax issues and strengthening channels
of communication among members working in this field, the Institute,
and the IRD.
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Qualification and Education

Learning to lead

The Institute of Chartered Accountants
in England & Wales has strong connections
with the Institute. This alliance got stronger
this year in the area of shared intellectual
advancement.
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Qualification and Education

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

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

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

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

Membership admission

e \We broke new membership records during the reporting period — the
Institute admitted our 25,000th member in September. Our membership
stands at 25,371 strong. Other registrations, including firms and
corporate practices, maintain a healthy growth rate.

e Since October 2004, we have admitted 19 international affiliates who
belong to professional bodies that are full members of IFAC.

e Atotal of 436 candidates sat the Practising Certificate (PC) examinations.
This tests the competence of candidates and is a requirement for a license
to sign statutory audit reports.

e FEight hundred and ten people took the Institute’s aptitude tests in
Hong Kong Law and Hong Kong Tax. This tests the local knowledge of
members of overseas bodies wishing to be admitted as our members.

Forty-four percent of professional accountants in practice (PAIPs)
and 31 percent of professional accountants in business (PAIBs)
responsible for employing staff responding to the CPA Survey 2005
think there is a shortage of accountants in Hong Kong: 49 percent
of these respondents attribute this to an increased demand for Hong
Kong accountants from Mainland China

Recognition of overseas qualifications

We made great progress in ensuring the portability of our members’
qualification during the year. Our QP graduates and members can now
enjoy the benefits of full or substantial exemptions from the professional
examination requirement of ten leading overseas professional accountancy
bodies when they travel or work overseas. In some cases, they can also enjoy
exemption from the practical experience requirement for membership. For
the first time ever, this means that our members who qualify through the
Institute’s CPA QP can practise on five different continents. Our milestones
for the year are:

e Our previous unilateral recognition with the Canadian Institute of
Chartered Accountants became mutual, enabling our CPA QP members
access to practising rights in North America for the first time.

e We entered into a revised mutual recognition agreement with CPA
Australia during the year, providing another alternative route to practise
in Australia.
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e After reaching agreement on mutual examination paper exemptions for

Mainland and Hong Kong accountants under CEPA II, we conducted
further discussions with the Chinese Institute of CPAs. This crystallised
in the signing of an agreement on detailed procedures for members and
graduates of both bodies to sit for each other’s examination.

Our mutual recognition agreement with the Association of Chartered
Certified Accountants (ACCA) and unilateral recognition of Association
of International Accountants (AlA), American Institute of Certified Public
Accountants (AICPA), Chartered Institute of Management Accountants
(CIMA) and Chartered Institute of Public Finance and Accountancy
(CIPFA) expired on 30 June 2005. We continue to explore mutual
recognition arrangements with these bodies through an open and
transparent evaluation.

CPA Qualification Programme

Our CPA QP continues to go from strength to strength as it becomes the
standard by which professional accounting qualifications in Hong Kong
are measured.

This year, CPA QP became the preferred professional accountancy

examination for 2005 accountancy graduates.

e Over 8,200 enrolments were recorded for the professional
programme modules and the final professional examination,
which is a doubling of 2004 enrolment

e Nearly 900 Hong Kong university graduates in 2005 with a degree
in accountancy joined the CPA QP
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Number of Registered Students

As of October 2005 2004 2003 2002 2001
CPA QP 5,666 4,637 4,201 4,272 840
JES/JES Retainers* 3,876 5,303 6,850 9,403 16,148
Total 9,542 9,940 11,051 13,675 16,988

Registered Students Completing the Professional Examinations

Year 2005 2004 2003 2002 2001 2000
June

CPA QP 182 121 148 29 2 --
JES* -- -- -- -- 789 764
Sub-total 182 121 148 29 791 764
December

CPA QP -- 167 154 88 32 2
JES* -- -- -- -- 640 686
Sub-total -- 167 154 88 672 688
Total 182 288 302 117 1,463 1,452

* For many years, the Institute qualified its accountants by working with another overseas accountancy body through a joint examination
scheme (JES). At the end of 2001, the joint examination scheme ended but the Institute offered a way for students to make the transition
to the CPA qualification programme by way of an examination. The examination ceased being offered in 2005. This explains the dramatic
drop in the joint examination scheme students between 2001 and 2005.

e The total number of accountancy programmes accredited by the Accountancy Accreditation Board to date is 33,
including five new programmes and six re-accreditations, comprising:

Total Newly Accredited Re-accredited
Local accountancy degree programmes 16 1 5
Overseas accountancy degree programmes 4 3 --
Conversion programmes 11 1 1
Foundation programmes 2 -- --
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f ﬁz ﬁ”ﬂ EZJ\ y= g% iéf 7{% E% 4"% E’\j N /%S . Wi*Fh the phenomenall increa.se in QP gnrolments, qu:lali.ty assurance was
4 o SR o maintained through increasing recruitment and training of workshop
/%IZI T%THJ__XZ@E% ’ %/EI/ ?KMEI’U%HHZ?% facilitators, and searching for appropriate training facilities. The
aN=S » o (L SE 0 establishment of a fully-fledged training centre at Wu Chung House
—I— 7 )fﬁ E ’ ﬁZTFﬁ DT\JT/\ = lit p% 4(£ Er\j next year should cater to our need for a good training venue.
TEDIEE - AN EBRPIsEsI &

49 = s Exg s R e We have now fully implemented the special admission arrangements for
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T& o5 TF ﬁ'iFﬁ il 253)3_/\ m = TJ@/_\ Examination Scheme students was held in December 2004. A total of
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177 graduates became eligible for direct entry to the CPA QP.
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e We showcased the CPA QP throughout the year using talks and

E//?‘JJ\EJ © J exhibitions, advertisements in newspapers and university publications,
BRI media interviews, and a direct mail campaign to overseas students. The
BXERRERLEFS production of a new video explaining CPA QP to students was particularly
IS T ETT A E well received.
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ANRE(PE-EENFEEEERREEARIMLE 2 SREMER -
Edward Chow (centre) with the winning team of the 2004 QP Case Analysis Competition.
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“We thought the QP was extremely well-
structured and the manuals well-written. We
also liked the presentation at the workshops,
particularly the way the facilitators drew

the knowledge out of the class, making the
students work hard to show how they could
use what they had learned. The QP was up to
all of our qualification standards. As a result,

it was easy for us to recommend that other
institutes should recognise the QP.”

Professor lan Marrian

Independent Assessor of QP for CAGE

Former Chief Executive and Secretary

Institute of Chartered Accountants of Scotland

Practical experience

e An authorised employer/authorised supervisor practical experience
approach — specifying a more structured supervision of practical
experience — became mandatory for registered students seeking
admission to the Institute’s membership from 1 January 2005. We issued
over 12,000 training packages for students, employers and supervisors,
comprising an interactive CD-Rom and support manual to help the
different parties understand their roles and responsibilities.

e \We started a campaign to recruit authorised employers and supervisors in
June 2004. The number of authorised employers rose from 226 to 690,
while the number of authorised supervisors grew from 656 to 1,145 as
at October 2005.

e \Weimplemented a new scheme to assist eligible registered students not

working under an authorised employer/supervisor. The first cohort of
these authorised supervisors was appointed in October.
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Award and Graduation Ceremony 2005 | Studentsupport

During the year we learned more about our students and their needs
EP'__.A 5':'.*_‘?_‘:."‘“ el d through a survey conducted in May. It provides us with information we need
to support their studies and examination preparation. Other highlights:

e We conducted a survey to explore the need for supplementary support
for Practising Certificate (PC) examination candidates.

e We offered popular revision courses for the PC, CPA QP modules
and final professional examinations, as well as provided case analysis
training, technical update seminars and practical training for CPA QP

b {5 SHEAS B RF A e DNE ;
;;?’Jg:ﬂj?a&L‘s—ggﬁfﬁl;ﬂﬁ§§&$¥/\?§¢ﬁ$@]§ﬁiﬁﬁ§RsE’J candidates.

An outstanding QP student received the Institute’s scholarship from the Hon. David
Liat the 2005 Award and Graduation Cererony. A new monthly student e-newsletter, Prospective CPA, was started this
BT year. This is the main communication channel between the Institute
and our students, keeping them up to date with Institute news, career
development, practical experience, CPA QP examination matters, salary

trends and student activities.

BMERLAET—XERALE  MRHBEREZTENT
o BRATRABMRETFARER  EYXEZENE
ENZHAEREEZ - FANEMERZTHERRE

e The Institute’s awards and graduation ceremony was held in September,
s RMETTERRBE  THRAUXIFEZATERM at which 349 CPA QP graduates of the December 2004 and June 2005

BYZEOFE - sessions received their certificates of graduation. Fifty-nine students

received awards of merit and scholarships.

o KMAHEREEZS CPAQPRE LMK EEEA
MEL  REEIECIMNEERE » XACPAQPEL 8
RUERDTFI - FHTERANSNERZI -

o KNEE > NEABLEHEEESR (Prospective CPA)
HEHETHN - ERASHEBENETEEBRE
AELRMAGHEE  BERRE BXKLR - CPA
QPEREE » HFNERNEBLETEHERHMEN °

o NERNARTHRREXME  HBMIER-_ZZT
ME+ZAR=ZEZERFAEEMCPA QPES -
BRBRREE - HILER - BB T HSOEBERME
BEENRES -

DNEEMEXSHE A LOSETEER A HE o
The Institute signed a mutual recognition agreement with the Canadian Institute of Chartered Accountants.
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Accounting technicians

The Hong Kong Association of Accounting Technicians Limited (HKAAT)
is a subsidiary of the Institute, and offers the qualification of “Accounting
Technician.”

e The HKAAT existing examination structure is under review with a view
to consolidating all the existing examinations into one examination
with different levels. A consultation paper on the restructuring of the
examination is expected next year.

e The HKAAT, working with the HKSAR Education and Manpower Bureau,
¢ has successfully introduced a career oriented curriculum pilot course,
“Practical and Computerised Accounting for Small and Medium
Enterprises,” for secondary school students in the 2005/06 academic
year. The course, offered by two accredited providers, was very well
received.
¢ isbuilding part of the accounting technician syllabus into the Business,
Accounting and Financial Studies to replace the current Principles of
Accounts in the new “3+3+4" academic structure. This will provide
smooth articulation for secondary school leavers.

e The HKAAT organised two student orientation programmes, a revision
course, two technical seminars and 16 examination technique seminars.
It also formed a “Study Buddy” group for students to help and motivate
each other.

e The HKAAT's Professional Bridging Examination saw a steady increase
of students to 575, out of which 51 accounting technicians became
eligible for direct entry to the CPA QP.

e From 1988 to October 2005, 6,343 students have completed the

Accounting Technician Examination, while 214 have been awarded its
Certified Accounts Clerk qualification.
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The Chinese Institute of CPAs is now
more closely linked to the Hong Kong Institute
of CPAs following mutual examination paper
exemption agreement.

REAME RIGEET EE AT AE -

HEHTZHANEHERE HHEE 0 BER

FBEE -




AEESER e EXRRAIA LABEENT
- ZERMEPERNBEENSELRETRER
2 -EREHYTENCERRERT  BEBEN
WE MABERAETBSTEXRNERME  wiEE
EIENAG -

ZER PE-HUBERSHEXRREENNERER
8 - AEREEAMETERNEEEELEM
FHNBHRETEZNER  LRLHERRSEE
FMBREEBSHEZE N - RMIEE T R EFTEED
BR o

BUER  ATETALASEERMUTEXRREN
EBBROKE - £ DEHRZESTARENH
K HEGBSSFAEBERNM 2B
B EBRAKANMEBEELEES  FHANRERA
I -

A B (A 3 S5 7%
Mainland Affairs

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

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

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

During the year we took several important steps that are helping to boost
our members’ competitiveness in the Mainland.

e Under CEPA I, our members who qualified under the QP are now entitled
to exemptions from two papers in the CICPA examinations; CICPA
members can also apply for exemptions from two of our QP papers
upon registering as students. Ten PRC Uniform Examination graduates
have already taken advantage of the CEPA Il exemption and are taking
the CPA qualification programme.
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We helped organise the PRC CPA Uniform Examination session for 500
candidates who took the exam in Hong Kong.

We participated in major Mainland events to foster closer relationships

with Mainland authorities.

e Our Council held its annual meetings with the China Securities
Regulatory Commission, Hong Kong and Macau Affairs Office, Ministry
of Commerce, Ministry of Finance and the State Administration
of Taxation.

e We took part in a “Cross-Jurisdictional Cross-Strait” forum among
Mainland China, Hong Kong, Macau and Taiwan on “Partnership
Culture and Internal Governance of CPA Practices” in Inner
Mongolia.

e \We participated in the IASB China/Japan/Korea “Three Countries
Standard Setters Meeting” in Xi‘an, and shared our experience in
our convergence process with IFRS.

e Adelegation led by the President, Vice-Presidents and Chief Executive
attended a CPA forum, “The Internationalisation of the CPA Profession, ”
organised by the CICPA in Hangzhou.

An important part of our work in China is sharing our expertise and
experience with our Mainland counterparts. This year, we participated in
two foreign expert panel meetings to review the revised exposure drafts
of 13 PRC auditing standards, while discussing our experience in the
process of convergence with international financial reporting, auditing
and assurance and ethical standards. We also organised training and
placement programmes for our Mainland counterparts.

During the year, we received a large number of Mainland delegations
from Changsha, Guangdong, Guangzhou, Hubei, Jiangsu, Shenzhen,
Tianjin and Wuxi.
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The Mainland Business Interest Group made a study mission to Shanghai.
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“As the governing body of Hong Kong’s
accounting profession, the Hong Kong
Institute of Certified Public Accountants has
achieved many outstanding accomplishments
in setting standards, serving the public

and accounting professionals. These have
contributed to the long term prosperity,
stability and development of the economy and
society of Hong Kong.”

Wang Jun
Deputy Minister, Ministry of Finance
The People’s Republic of China

e In early August 2005 the Institute organised a programme for senior
management staff from the Guangdong Institute of CPAs. During the
five-day intensive programme, the GICPA staff were briefed on the
Institute’s operations relating to continuing professional development,
student and membership admission, quality assurance, compliance,
finance and communications.

* Inorder to work effectively in China, our members need to have the latest
professional skills in and knowledge of Mainland affairs. We continue to
support them as they develop the proficiency they need through varied
channels best suited to the circumstances. This year, these included:

® asymposium on PRC accounting and auditing issues

e 3 study mission to Shanghai

* a seminar on the PRC Communist Party, government, military
and legislative systems

* aseminar held with the Hong Kong Trade Development Council
on new regulations on foreign investment in China under CEPA
and the current investment policy for Mainland enterprises
coming to Hong Kong

e aseminar on legal issues relating to the land use right and real
estate in the Mainland

e workshops on accounting, auditing, taxation, capital markets
and corporate governance in China
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AEAEREEIMEAMDHE RN T SEASNFHBRNED
The Institute organised a programme for senior management staff from the
Guangdong Institute of CPAs.
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e \When our members are ready to make the move and do business in
China, we smooth their paths. We do this through our China Desk
free advisory service and by maintaining updated PRC regulations on
our website.

Proportion of practising accountants responding to the

CPA Survey 2005:

e Whose firms provide services to clients on Mainland China: 64%

e Whose Mainland client work has increased over the past five
years: 74%

e \Who expect the proportion of their Mainland work to increase
over the next five years: 84%

e Thirty-one percent of members have resided and worked in
Mainland China

e Forty-nine percent of members travel to Mainland China for
work purposes, 69 percent of whom travel to the Mainland at
least once every three months

AEREFRSFNHREDT - SR BBFTRISHE -

The Council made an annual visit to Beijing to meet with the government and financial authorities.
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United States. The Institute’s leadership
has been well represented at meetings of
the International Federation of Accountants
(IFAC), which is based in New York.
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International Affairs

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

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

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

International representation and participation

During the year, we increased our involvement in major international
professional bodies. Past president Li Ka-cheung, Eric, was appointed to
the board of the International Federation of Accountants, following the
footsteps of three past presidents before him. Strengthening our ties with
ICAEW following our membership and cooperation agreement last year,
past president Peter H. Y. Wong was co-opted to the ICAEW's council.

As a dedicated member body of the International Federation of Accountants,
the Institute hosted the meeting of the IFAC Professional Accountants in
Business Committee in April 2005. The meeting was attended by more than
30 delegates from 12 member bodies. During their stay in Hong Kong, the
Institute organised a CFO Luncheon featuring as speaker the Chairman of
the IFAC PAIB Committee who was joined by over 80 Institute members.

Our representation on international and regional bodies grows:
International Federation of Accountants

e LjKa-cheung, Eric, member of the Board

e Edward K.F. Chow, member of the Professional Accountants
in Business Committee

e Mark C. Fong, member of the Ethics Committee

e Paul M.P. Chan, member of the Small and Medium Practices Permanent
Task Force

e Judy Tsui, member of the Education Committee Consultative
Advisory Group

International Accounting Standards Board

e Charles Lee, trustee of the IASC Foundation Trustees

e Marvin Cheung, member of the Standards Advisory Council
(retired in June 2005)

e PM. Kam, member of the Standards Advisory Council
(appointed in July 2005)

e Paul M.P. Chan, member of the Small and Medium-sized Entities
Working Group

69



BIMZEF International Affairs

A0

— Ll Limited
e Camsutbes f!"l!-'_"1|l1!:|'|

DESMRMMNBTNEABRMHEEE -
The Institute participated in the Confederation of Asian and Pacific Accountants
(CAPA) meeting in Hangzhou.
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“The Institute’s unwavering commitment to
professionalism is exemplified in all that

you do — from your qualification programme...
to your promaotion of high ethical and
technical standards for all accountants, to
your regulatory initiatives... IFAC both admires
and shares your dedication.”

Graham Ward
President
International Federation of Accountants

Confederation of Asian and Pacific Accountants (CAPA)

e P.M. Kam, member of the Executive Committee, Chairman of the Audit
Committee and convenor of the SME Special Project Task Force

International Federation of Insolvency Professionals (INSOL)

e Alan Tang, director of the Board (retired in May 2005)
e Johnson Kong, director of the Board (appointed in May 2005)

International Innovation Network (IIN)

e Gary Wong, member of the Board and Co-ordination Committee

Fifty-nine percent of members responding to the CPA Survey
2005 travel overseas for work purposes, mostly to Mainland China
(49 percent)



SERBRISEERES

Member Services and Continuing Professional Development

Supporting our members
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Canada. A mutual recognition agreement
with the Canadian Institute of Chartered
Accountants enables the Institute’s QP
graduate members access to practising rights
in North America for the first time.

MBX o AEHEMBARFAETASE
FTHE B &3 Al 7 78 =

ESEXAEEEILZMBFE -




EMTRESERERN A4S AEREEREN
L — ERZEENEREREESATIIFEG
—Ff - Bt EEMAZESHEANNERORHN

g o

EMNAL  REASERMMPAMFENEI - (&
MM EBRNER N  BYEXNERNE - 1M
RBEE RENSHEMBEAAARNMA - FH

RMNEER—EERB I MEF TEEZNEE -

RENREZ— BREHEKYENEEES B3
RBGER PR RS

72

SERBRIFESFER
Member Services and
Continuing Professional Development

We are asking our members to join with us to keep the
Institute and its membership where it belongs — in the global
top rank of trusted accounting professionals. They do this by
keeping themselves abreast of the latest changes in technical
and business matters.

We help by providing the directed training they need and
fostering their sense of identity and fellowship, building the
collective expertise that contributes to individual members’
standing and to the status of the Institute and the CPA
designation.

Our membership is a dynamic body that will continue to
change year by year. Part of our mission is to keep abreast
of these changes, anticipating them where possible, and to
update and refine our services as we go along.
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TAYER T
What we add

Member services

e (CPA Source — Our members are energetic professionals who are intent
on furthering their professional and career progression. With this in
mind, we introduced CPA Source, an important new recruitment and
job-seeking tool and the first technology of its kind that is specifically
meant for CPAs in Hong Kong. This programme is linked to a similar
service offered by the Canadian Institute of Chartered Accountants,
extending our members’ career possibilities from Greater China to the
Canadian market. This project has been financially supported by the
Hong Kong government'’s Professional Services Development Assistance
Scheme (PSDAS).

e SMP Benchmark Survey — A large proportion of our practising members
work in Hong Kong’s many small and medium-sized practices (SMPs).
This sector often suffers from a lack of easily accessible information
on performance management for key financial measures: hiring,
retaining and developing staff; external relations and service, including
networking, business sourcing, marketing and promotion; and
information technology application. We decided to tackle this problem by
carrying out a benchmark survey of our SMPs to help them compare their
firm’s performance against industry averages. By participating, members
are becoming aware of the information they need to understand the
strengths and weaknesses of their practices and plan for the future. The
results of the survey will be published by the end of this year, and these
will give members an excellent reference for running their practices more
effectively and profitably. The survey has received financial support from
the PSDAS.

e Quality Assurance Manual for Member Practices — This year saw the
introduction of the first-ever global standard designed to ensure
quality control over work carried out at audit firms. In order to help our
member practices with any changes they needed to make to adjust to
the standard, we have started a project to develop a Hong Kong Quiality
Assurance Manual as their reference.

e Audit Practice Manual — We have obtained further government funding
support to develop an audit practice manual for our practising members.
The project will start in October 2005 and the manual will be issued in
the middle of 2006.

Proportion of members responding to the CPA Survey 2005 who
are satisfied with, or neutral to.....

o theiroverallenjoymentoftheir professional careerin accounting: 88 %
e the variety and degree of interest in their work: 85%
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Liu Zhongli, President of CICPA and former Minister of Finance for the PRC
(third left), attended and spoke at the Institute’s 2005 annual dinner as the
guest of honour.

EP

HEEERURED

s REEEXABNAREHEEBNEERHET —E
BRENZIRNTE - SEHENIE - BRASARY
OB AR/ NAE o

o FR- EMAZESEEBMERPSHEXRFNS
REMWSEIES SMATEER>ESHRES
RIAR BB S RARTS - 3% - BRMRE  WEEE
MBBERBINES -

s EMFARSEMRNEIBHENEEEE  B8FRN
AIRENEERERT-_ZEZAFEEFHRE - FF
BE MBS RER B BN EERNSEX
HNFELE BSLEFHRETSENBERMNER
N EEMERESIERI ZERS A EEBUN
WHER -

o REANENHME  BMNEL-—RIIZ2HNISE
o BEEEEK - 2R2 M BRXMHR-
NBENEEE > REEMRRERSIUATNSITE
B

—EThFEMERAEESD  SHEEER
BRI TEF LN RREXZERSRT M
EREFFRLZEE ARG - 84%

74

FIEERVEEEAE - ZTLFEEH OIS LRESEHNE—EHNE -

The Director of Audit Benjamin Tang toasting with Council members at the Institute’s 2005 spring
cocktail reception.

Professional membership and social events

e The Professional Interest Groups give members a forum of common
interests, such as the addition this year of the Taxation Interest Group,
inaugurated in June 2005.

e During the year, we held many technical seminars and field trips for
these interest groups, including young practitioners, members working
in financial services, property, infrastructure and construction, insolvency
and taxation.

e Highlights from our social and sports calendar included our 2005 annual
dinner (which was held at the newly-opened Four Seasons Hotel), our
spring cocktail reception, our reception for new members and annual
competitions for basketball, bridge, dragon boat, football and golf.
These events heighten the sense of identity and fellowship among
our members, reinforcing the notion that their shared experience is
fundamental to our profession.

e In line with our re-branding, we introduced a new line of premium
products, including lapel pins, men’s ties, business card holders,
umbrellas, leather folios, briefcases and car badges. This allows our
members to display their designation with pride.

Proportion of members responding to CPA Survey 2005 who are
satisfied with, or neutral to, the opportunities for future professional
development as an accountant: 84%
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Vice-President Paul M.P. Chan (centre) met new members at the New Members Cocktail.
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Continuing professional development

Getting qualified is just the start of our members’ success story. Through
our rigorous continuing professional development (CPD) programme,
members have access to consistent and high-quality training throughout
their professional lives, enabling them to progress in their careers and adding
to their individual success.

The Institute’s 40 hour per annum mandatory CPD requirement has been
in operation since 1999. Beginning 1 December 2005, the newly revised
Statement 1.500 Continuing Professional Development will become
effective. The Statement introduces a rolling three-year period within which
members need to complete a minimum of 120 CPD hours. A minimum
of 20 CPD hours is required for each year, and a total of 60 CPD hours out
of the 120 CPD hours over a rolling three-year period should be verifiable.
The Statement is based on the principle that it is members’ responsibility
to develop and maintain the professional competence necessary to provide
high quality services to clients, employers and other stakeholders. It requires
that all members, practising and non-practising, observe the same CPD
requirements.

Full compliance on CPD requirement is a condition for renewing membership
every year. A percentage of members is randomly selected for an annual
CPD audit, in which they are required to provide details of their CPD
activities.

BERATAAE-_ZTRFEFHRE LBREY TFEER
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Vice-President Mark C. Fong presented a prize to a lucky draw
winner at the Institute’s 2005 annual dinner.
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SERBRIFEZEEIE Member Services and Continuing Professional Development
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The Institute’s dragon boat team at the 2005 races.
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“The accounting profession today... must live
up to the ever-increasing public expectations
for protecting financial truth and maintaining
corporate governance and accountability...,
playing a vital role as guardians of corporate
governance and public accountability and, in
particular, in developing and maintaining
Hong Kong as a world class business and
financial centre.”

Benjamin Tang
Director of Audlit
Government of the HKSAR

Continuing professional development is essential to ensure the excellence
of our members’ technical competence while providing them with skills and
training needed to meet the evolving challenges of business. By adding value
to their own careers, they improve their professional status and that of their
fellow CPAs, reinforcing the value of all members as the “success ingredient.”

To cope with the rapid changes resulting from the convergence with
International Financial Reporting Standards (IFRS), we focused on holding
Hong Kong Financial Reporting Standards and IFRS training programmes.
These were delivered in a variety of ways to suit members’ requirements.
The dedicated IFRS training series is comprised of a self-learning kit, intensive
workshops, half day workshops and evening seminars.

e The number of CPD hours offered for seminars and workshops increased
by 39 percent to 430.

e Topics included accounting, auditing, securities and finance, corporate
governance, insolvency, management, IT, ethics, PRC issues, taxation
law and language training in Putonghua.

e More than 250 hours of e-learning programmes are offered to meet
members’ individual study plans.
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Committees, Working Groups and Task Forces

The Institute participated in the International
Organisation of Securities Commissions’
2005 Emerging Market Regional Training
Seminar. The I0SCO Secretariat is located in
Madrid, Spain.
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— Committees in bold are statutory committees
— Letters in parentheses = Committee Code
— Number in parentheses = Number of meetings held

Council (CL) (13)

Fifth Long Range Plan Task Force (5LRP) (1)
Governance Review Task Force (GRTF) (2)

Operation & Finance

e Administration, Finance & Remuneration Committee
(AF&RC) (6)
e Audit Committee (AC) (2)

Compliance

e Complaints Oversight Committee (COC) (8)

¢ Disciplinary Panel A (DP-A)

¢ Disciplinary Panel B (DP-B)

e Financial Reporting Council Legislation Working Group
(FRCLWG) (6)

¢ Investigation Panel A (IP-A)

¢ Investigation Panel B (IP-B)

e Regulatory Framework Review Task Force (RFRTF) (1)

Mainland & International Relations
e Mainland Affairs Committee (MAC) (5)

Specialist Practices

e Corporate Finance Committee (CFC) (6)

e Corporate Governance Committee (CGC) (5)
e Expert Panel on Legal Matters (EPLM) (4)

¢ Insolvency Practitioners Committee (IPC) (9)
e Taxation Committee (TC) (8)

Standards Setting

e Accountants’ Report Task Force (ARTF) (7)

e Auditing and Assurance Standards Committee (AASC) (8)

e Ethics Committee (EC) (4)

e Expert Panel on Banking (EPB) (4)

e Expert Panel on Insurance (EPI)

e Expert Panel on Securities (EPS)

e Financial Reporting Standards Committee (FRSC) (9)

e GAAP for Small Businesses Working Group (GSBWG) (9)

e Hong Kong Institute of CPAs/SFC/HKEX Tripartite Meeting
Liaison Group (TLG) (3)

e Joint Government/HKICPA Companies Ordinance Review
Working Group (JWG) (7)

e Professional Risk Management Committee (PRMC) (4)

e Standard-setting Steering Board (SSSB) (1)

-

]

<

Communications

e Community Services Committee (CSC) (7)
e Corporate Communications Committee (CCC) (4)
e Editorial Board (EB) (13)

Qualification & Admission

e Accountancy Accreditation Board (AAB) (4)

¢ Examinations Board (EXB) (20)

¢ International Recognition Committee (IRC) (8)

e Practical Experience Framework Committee (PEFC) (4)
¢ Registration and Practising Committee (R&P) (6)
e Student Services Committee (SSC) (4)

Member Services

¢ Continuing Professional Development Committee (CPDC) (6)
e Member Services Committee (MSC) (3)

e Professional Accountants in Business Committee (PAIBC) (5)
e Small and Medium Practitioners Committee (SMPC) (12)

Quality Assurance

* Practice Review Committee (PRC) (5)

e Practice Review Consultancy Steering Group (PRCSG) (9)
e Practice Review Oversight Board (PROB)

¢ Professional Standards Monitoring Committee (PSMC) (11)

79



ZEE  ITEDERES/ME Committees, Working Groups and Task Forces

R E g £ Z8%  THRNEREEME
Chinese Name Surname First Name Committees, Working Groups and Task Forces
ALLEN Nicholas Charles COC, DP-B, CGC
ANNELLS Deborah AASC, TC
ARBOIT Bruno IPC
[ AU(%) King Lun IP-A
B AU Siu Cheung, Albert CL, SSSB, 5LRP, CCC(3), PRC(4), EPLM(3), EB(4), SMPC
AZEDO Gabriel Ricardo Dias DP-B
BARNES(*) John MSC
=St BEST Roger Thomas CL, JWG(3), IRC(3), SSSB(4), GRTF, FRCLWG(3), TLG, RFRTF
BIDDLE Gary Clark AAB
BLAAUW Jan Gerard Willemszoon IPC
@ BRADLEY(*) Mark John DP-A
BE® BRISCOE(*) Stephen IPC
BROUGH Paul Jeremy DP-B
BRUCE lain Ferguson DP-B
BRYCE-BORTHWICK Lloyd EPI
CARVER(*) Anne Rosamunde IP-A
R CHAN Cheuk Chi, Paul MAC, CPDC
BB B CHAN Ching Chu, Rebecca PSMC
i CHAN(*) Ching Har, Eliza DP-A
BRYEHE CHAN Chok Fai, Francis PRC
B M CHAN Chow, John COC, RFRTF
% B CHAN Ho Yin, Graham PEFC, CCC, DP-B, SMPC
FREE CHAN Ka Lai, Mimosa EXB
BR=RM CHAN Ka Pui, Arthur AASC
REE CHAN(*) Ka Shun, Wilson DP-A, EC
BRERER CHAN Kam Wing, Clement DP-B, GSBWG
FRECIE CHAN Kee Huen, Michael CL, AF&RC(4), MSC(3), CCC, CSC, CGC(4), PAIBC(3), AAB(4)
R 42 37 CHAN Kee Sun, Tom IP-B
PR {25 CHAN(*) Kin Keung, Anthony DP-A(3)
BRAESC CHAN Kin Man, Eddie IP-B
PR CHAN Koon Hung IP-B, MAC, TC, AAB
PR CHAN Kwok Wai, Patrick PAIBC
FR&EAE CHAN Lok Sang IP-B, FRSC, SMPC
B CHAN Mo Po, Paul CL(2), GRTF, 5LRP(4), FRCLWG, RFRTF, MAC(4), SMPC(3), GSBWG(3), TC(3)
FR s CHAN Sai Hoi DP-B
PR AGHER CHAN Shu Kin, Albert COC, SMPC
BRIk ta CHAN Siu Lun, Stephen JWG, TLG
RIERE CHAN Tat Hung, Ronald PAIBC
PRER CHAN Wah Kei, Brian CPDC
FRES CHAN Wei Ting, Barbara EC
BRoKEE CHAN Wing Nang, Billy PEFC, SMPC, GSBWG
PR 7K BBk CHAN Wing Shing, Vincent MSC
FR%E CHAN(*) Yim Cheong, Paul DP-A
BRAEZS CHAN Yuen Fan, Florence iic
REK CHAU Shing Yim, David DP-B
RARE CHEN(*) Ted T.Y. PEFC
BRIE CHENG Chung Ching, Raymond ARTF
eI CHENG Kwok Kin, Paul EPS, PAIBC
HRER 3T CHENG Kwok Wai, David DP-B, CGC
R AR CHENG Shee Sing, Patrick MAC(3)
BRAEHT CHENG(*) Wai-sun, Edward CL, 5LRP
HEE CHENG Yuk Yin, Patrick AASC

(*) Non-HKICPA Member EE B S AEEE (1) President @K  (2) Vice-President gl&&  (3) Chairman/Convenor EfE/BE A
(4) Deputy Chairman/Deputy Convenor/Alternate Convenor gl E/BIBEA/MRBEA  (5) Retired in 2005 A=FEZTHFRE
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Chinese Name Surname First Name Committees, Working Groups and Task Forces
SRR CHEONG(*) Ying Chew, Henry DP-A
REE CHEUNG Chi Woon, Winnie 5LRP
SREEE CHEUNG Chun Kwok, Simon PEFC, SMPC
RER CHEUNG Kin Tung, Marvin DP-B
RENE CHEUNG Kwok Chun, Daniel TC
REH CHEUNG Sau Ying, Olivia FRSC, PSMC
REE CHEUNG Wei Sing PEFC
REE CHEUNG Yuk Tak DP-B
AR CHEW Fook Aun CL, AF&RC(4), EC(4), 5LRP, COC(4)(5), CGC(3), CFC(4), PAIBC(4)
BEL CHIN Ying On, Charles IP-B
BE8 CHING Che Man, Susanna CSC
R CHIU John AF&RC
HHRGE CHIU Kai Chiu, Edward EXB, AAB
R CHIU Lai Kuen, Susanna CL, MSC(4), 5LRP, CCC(4), CSC(3), MAC
R CHO Yee Chun, David TC
EEEMBR CHO LUNG Pui Lan, Stella CL, R&P, PEFC, EXB, EB(4), MAC, CPDC(4), SSC(3), AAB
20M CHOI Man Chau, Michael SMPC
EEE CHOI Sau Yuk PAIBC
REAEE CHONG(*) Clara DP-A
B CHOW(*) C.K. CL, PROB
SPIEK CHOW Chan Lum, Charles AASC(4), ARTF, PRC, IP-B, PSMC, CPDC
EER]] CHOW(*) Ka Ming, Anderson DP-A
FHEE CHOW Kwong Fai, Edward CL(1), GRTF, 5LRP(3), TLG(3)
R CHOW(*) Man-yiu, Paul CL, GRTF(3), PROB
XK CHOW(*) Wing Shing, Vincent IP-A
B CHOW Yim Fong, Amy CPDC, SSC(4)
R CHOY(*) C.F. FRSC, EPI
aEeE CHOY Chak Wa, Peter PAIBC
RIS CHU(*) Sze Nam, Eric sSsc
2E5HE CHUA Suk Lin, vy IPC, PRC
EEE CHUNG Chuen On, Dennis EXB
EEF CHUNG Kenneth Patrick IP-B
LB CONWAY(*) Con MSC(4), EC, EB
CROWE William Andrew PRCSG, AASC, ARTF, PRC
DAVIDSON Calum Muir IP-B
DEAYTON Kenneth Raymond EPLM
DEFFENBAUGH(*) Wade EPS
T2z DING Wai Chuen, Raphael PROB, RFRTF, FRSC(4), PSMC, GSBWG(4), CPDC
DUNLOP Bruce William DP-B
ESPINA Anthony Joseph DP-B
placEl ETCHES Nicholas Peter IP-B, AC(3)
ERE FOK Ka Hing, Eric EC, PAIBC
B FONG Chung, Mark CL(2), JWG, EC(3), R&P(3), IRC(4), GRTF, 5LRP(4), MAC(4), SMPC(4)
FULTON James Taylor DP-B
BER FUNG Chi Sum, Godwin CcsC
BEKX FUNG Hon Kwong, Tommy FRSC, GSBWG, CPDC
Bh FUNG Lak, Philip PRCSG, R&P, PRC, EPLM, IP-B, SMPC, GSBWG, CFC
p-$:5) FUNG Yee, Pammy SMPC
e FUNG Ying Wai, Wilson CL, JWG, AF&RC(3), MSC, R&P, PEFC(4), FRSC(4), EXB(4), PAIBC(4)
GAZZI Robert Andrew DP-B
S GEE Sui Wah, William MSC
GEMINDER(*) Gavin CFC

(*) Non-HKICPA Member EE B S ASEE (1) President @K  (2) Vice-President gl&&  (3) Chairman/Convenor EE/BEE A
(4) Deputy Chairman/Deputy Convenor/Alternate Convenor gl EE/EIBEA/MNBEA  (5) Retired in 2005 R = RFRH
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Chinese Name Surname First Name Committees, Working Groups and Task Forces
GEORGE Richard John Weir AASC(4), ARTF(4), CGC(4)
GRASSICK Alun Clark DP-B
GRIEVE Charles Ramsay AASC, EC, PROB
ey GRIFFITHS(*) Peter JWG, COC, EPLM(4)
BiE HARDING Dudley Leslie PROB(3), DP-B
HARFORD Chris EPLM
EE HAUGHEY Darach Eoghan IPC
HEBDITCH Paul Donald ARTF, FRSC, PSMC
B} HENG Kwoo Seng 5LRP, MAC
BREE HILL Nicholas Timothy Cornforth IPC(5)
A HILLIARD Philip McKenzie FRSC, EPI(3)
(OER: ] HO Ka Kui, Boniface DP-B
(CFE] HO Kam Wing, Richard IP-B, EXB
AEE HO Kwai Ching, Mark PAIBC
(AR HO Man Yee, Roger MSC, CSC
185 8% HO Sik Lan DP-B
fF#R HO Tze Tu csc
fA{EEF HO Wai Hin, Philson EPLM
{AT¥RER HO Yiu Ming, Billy CsC
HOE York Joo SSC
HREH HSU Wai Man, Helen SSC
FFRE HUI(*) Chiu Chung, Stephen IP-A
EER HUI(*) Herbert SSSB
AETRIM HUNG Lo Shan, Lusan MSC, EB, CPDC
EHEM HWANG(*) Ngai Lam, Elaine IP-A
Pie ] ING(*) Edwin DP-A
P B 10 Cheok Kei, Rudy PAIBC
EHER IP Chiu Yin, Eddie IP-B
BEEE P Koon Wing, Ernest CFC
JAMIESON Grant Andrew IP-B
BEEE JIM Tak Hing, Nicholas AF&RC
EER JONES(*) Gordon W.E. CL, JWG, GRTF, PROB, CGC
HEx KAM Pok Man IRC, SSSB(3), COC(4), RFRTF(4), IP-B, GSBWG(4), AC(4)
=52 KAO(*) Ching-chi, Sophia CL, CSC, AC
Higg KENRICK Robert James IP-B
KIDD(*) David IPC
KITTO Nicholas John AF&RC, IP-B
KNIGHT Roger John IP-B
KNIGHT-EVANS Carlyon John DP-B, EPS
STEER KONG Chi How, Johnson IPC(4), IP-B, MAC
EmE KONG Pui Yin, Fionna AAB
B KONG Siu Yin, Connie SSC(5)
L& KONG Tze Wing CSC, MAC
LB KUNG Hing See, Ruth ssc
BEKE KUNG Peter TC
HERE KUNG Yiu Fai, Ronald CCC
= KWAN Angelina DP-B
BN KWAN Kar Chun, Steven iic
BEEE KWAN(*) Pak Chung, Edward IP-A
I KWOK(*) Chi Piu, Bill IP-A
EI55904 KWOK Chi Shing, Wilson SSC
=9 KWOK Kai Bun, Benny EPLM, IP-B

(*) Non-HKICPA Member EE B S AEEE (1) President @&  (2) Vice-President gl&&  (3) Chairman/Convenor EfE/BE A
(4) Deputy Chairman/Deputy Convenor/Alternate Convenor gl EE/EIBEA/MNBEA  (5) Retired in 2005 R =FZRFRH
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I KWOK King Wai, Alex EPS
SRIE KWOK Lam Kwong, Larry IP-B, EXB, CFC
SRZ5EE KWOK LI(*) Yuen Kwan, Maxine DP-A
o)z LAI Ming, Joseph IP-B, AC
RERE LAI(*) Ting Hong, Alex EC
EE LAM Chi Yuen, Nelson SSC(4)
MIEE LAM Ching Ka SSC
MoEsE LAM Hon Ming PRCSG, COC, PRC(4), IP-B, EPB(4)
HEZ LAM(*) Po Ling, Pearl IP-A
IRE LAM Yiu Kin, Kenneth EC
LATH(*) Richa SSC
27 LAU Chi Pong, Howard DP-B
EAE LAU(*) Hing Ling, Amy MAC
E= 0] LAU Kai Hung, Allen csc
211/15 LAU(*) Ping Kwan, Albert DP-A
2EE LAU Siu Ki, Kevin IP-B
218l LAU(*) Thomas AASC
271 LAU Tze Yiu, Peter SSC
288 LAU Wai Yin, Susanna FRSC
BEX LAW Elizabeth JWG, PEFC, PRC, PRMC(4), CPDC, TC
B LAW Yee Kwan, Quinn EC, FRSC, DP-B, CGC, PAIBC
EERER LAW SHING Mo Han, Yvonne AF&RC, TC(4)
Z=EX LEE Chi Man, Gordon GSBWG
Z=E8 LEE Chi Ming, Leo CL, AF&RC, R&P, EPLM(4), CFC, CPDC(4)
iR LEE(*) Chung Keung, Eddie IP-A
ZHE LEE Hoi Yin, Stephen DP-B, CGC
3 LEE(*) Jor Hung, Dannis DP-A
ZRB LEE Ka Leung, Daniel ARTF, SMPC
35 LEE Sau Wai, Cecilia CCE
ZER LEE(*) Wai Yan, Susanna IP-A
E3 14 LEE(*) Wai Yin, Angela IP-A(4)
=N LEES John Robert IPC, COC, IP-B
RIRE LEONG Jonathan Russell IP-B, PSMC
LEUNG(*) Allan IPC
REH LEUNG Chi Ying, Kathy IP-B, EB
R4E LEUNG(*) Chun Ming DP-A
R LEUNG(*) Felix AAB
RS LEUNG Heung Ying, Alvin CFC
PERR LEUNG Hok Lim DP-B
pradic 2 LEUNG Kent Ning, Louis PRC
REIE LEUNG Mun Yee, Ruby IPC
RHF LEUNG Wo Ping TC
ERE LI Ka Cheung, Eric IRC
TTER LI Ka Lai, Lucia CL, AASC, EC, SSSB
ZEE LI Kwok Ki, Albert COC, IP-B, GSBWG
AHE LI Yin Fan, Fanny FRSC
BFE LIAO(*) Zi Yin, Peggy DP-A
BHF LIAW(*) Rita EC
Mgz LIN Ching Yee, Daniel CCC, EB
BER LIU Mei Ling, Rhoda CSsC
BER LIU Tat Yin, Kennedy ARTF(3), CSC(4), EXB(4)
B LIU(*) Yiu Keung, Stephen IPC

(*) Non-HKICPA Member EE B S ASEE (1) President @K  (2) Vice-President gl&&  (3) Chairman/Convenor EE/BEE A
(4) Deputy Chairman/Deputy Convenor/Alternate Convenor gl EE/EIBEA/MNBEA  (5) Retired in 2005 R = RFRH
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Chinese Name Surname First Name Committees, Working Groups and Task Forces
Rk LIU Yun Bonn EPS
25RREA LO Kai Ming, Charles DP-B
sEE LO Kin Ching, Joseph IP-B
EEE LO Koon Fai, Gregory MSC
EEH LO(*) Ting Kwun, Chris PEFC
e i LOOK Guy PAIBC
ERE LUI Tim Leung, Tim EB(3), DP-B, AC, TC
BiE MA(*) Ching Nam DP-A
EEE MACPHERSON Ayesha Abbas CSC, TC
EEM MAGUIRE(*) John CFC
MAKHIJA Rajiv R&P
XER MAN Mo Leung AASC, IP-B, PRMC
BEZ MAO Chi Dor, Johnny SSSB
ERE MAR Selwyn COC(5), RFRTF, DP-B
MASON Alan Michael CCC, EPI
EE McKELVIE Kenneth Erle EPI(4), PRMC(3)
85 MIU Liong, Nelson IP-B
iR MOORE Vernon Francis SSSB, DP-B
MORLEY Catherine Susanna FRSC
MORRISON Kenneth Graeme PRCSG(3), PRC(3), IP-B, CGC
EIRK MUK Chung Wing, Jacky IPC, IP-B
NEALE Paul Andrew R&P, IRC, PEFC, EXB, AAB
(R NG Chi Keung IP-B
RER NG Hing Leung, Tony CFC
SEE NG Kwok Hung, Edmond EXB
{HIEER NG Shiu Hong PRMC
hE=E NG Yi Kum, Estella PSMC(4)
FHE NIKZAD Babak EPB
{57 om = NIXON Peter Andrew CGC
O’CALLAGHAN(*) Joanne EB
ERE OXLEY Douglas Charles CL, AF&RC, EC(4), R&P(4), IRC, PEFC(4), EXB(3), CPDC, AAB(3)
TER PANG Yuk Leung, Allen IP-B
E2- 2 PANG Tsun Loy, Michael PRC
PATTLE Sheila Helen JWG, EC, DP-B
POGSON Timothy Keith AASC, EC, CGC
BEREE POON Kin Wing, Kenneth CSsC
BRE POON Tsun Wah, Gary TC
BEIR PUN Kwok Wing, Jimmy EPI
E- ) RADCLIFFE Robin Frederick Keppel PRCSG, PRC
RASHEED John Henley EXB, AAB
RAZVI(*) Saleem FRSC
REDMOND Gerald PEFC, CPDC
REID Nigel James Hamilton IP-B, FRSC(5)
EE RODER Stephen Bernard EPI
AHF SHAFTESLEY Colin Stuart EPS(3)
MR SHAM Sui Leung, Daniel DP-B
RAKZE SHIEH(*) Wing Tai, Paul IP-A(3)
R sE SHUI(*) Cheuk Ting, Felix PEFC
SR SHUM(*) Chun Yau, Clement EPLM
ML SHUM(*) Sze Man, Erik Ignatius DP-A
MEEX SHUM Yuk Man, Alfred MAC
B SIM Kon Fah, Michael ARTF

(*) Non-HKICPA Member EE B S AEEE (1) President @&  (2) Vice-President gl&&  (3) Chairman/Convenor EfE/BE A
(4) Deputy Chairman/Deputy Convenor/Alternate Convenor gl EE/EIBEA/MNBEA  (5) Retired in 2005 R =FZRFRH
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(*) Non-HKICPA Member k& B &M AESEE

i3

Surname

SIMMONS
siu
SLEVIN(*)
SMYTH(*)
SOUTHWOOD
STANNARD(*)
SUN

SUN

TAI

TAM

TAM

TAM

TAN

TAN

TAN

TANG

TANG
TAYLOR
TO(")

TONG

TONG
TOPPING(*)
TSAI

TSANG
TSANG
TSANG

TSE

TSE

TSE

TSE

TSE

Tsol

TSUI

TSUI(%)

Tsul

WAN
WARDELL
WARDLE
WEATHERSEED
WEIR
WILKINSON
WILLIAMS(*)
WINKELMANN

WINTER
WONG
WONG
WONG
WONG
WONG
WONG
WONG

(1) President & &

&

First Name

Richard Stanley
Kai Lau, James
Frank

David

David Howell
David

Kwai Yu, Vivian
Tak Kei, David
Hay Yuen

Gabriel

Hok Lam, Tommy
King Ching, Kenny
Chuen Yan, Paul
Cynara

Geok Hong, Victor
Chak Yei

Chung Wah, Alan
Stephen
Christopher
Carlson

Chi Chiu, Alec
Simon

Wing Chung, Philip
Cheong Wai, Simon
Yiu Keung, Paul
Yu Hei, William
Hau Yin, Aloysius
Kin Pang, Richard
Ping Kwong

Sau Ling, Nancy
Yue Keung

Tai Wai, David
Hong Ping, Michael
Pui Man, Winnie
Sin Lai, Judy

Kam To, Peter

Jim

Martin John
Stephen Peter Stuart
Andrew Walter Bougourd Ross
John Bernard
Richard

Paul Franz

Richard David

Ching Hung, Thomas
Chiu Ming, Alan
Chun Bong, Alex
Debra

Hak Kun, Kan

Hong Yuen, Peter
Kar Yung, Wilfred

(4) Deputy Chairman/Deputy Convenor/Alternate Convenor &l EE/BIBEA/MKBEA

£88 T MEARESFE/E

Committees, Working Groups and Task Forces
SsC

CGC, PAIBC

CFC

PRMC

TC(4)

CFC

CCC(4), EB

CL, IRC(4), SSSB(4), GRTF, 5LRP, PROB, TLG, RFRTF(4)
GSBWG, TC

MSC

FRSC, CGC, PAIBC
IPC, SMPC, PRMC

DP-B

€

MSC

DP-B

IPC(3), IP-B

FRSC, PSMC

EC

CL, AASC(3), AF&RC, FRCLWG, TLG, RFRTF, EPLM, PSMC(3), CFC(3)
MAC

SSSB

CL, IPC(4), R&P, 5LRP, PEFC(3), PRC, CPDC(3)
PEFC, EXB, EPB(3)

DP-B

EPLM, MAC, PRMC
AC(4)

AAB(4)

PSMC(5)

BEO

EXB(5)

PRC

CPDC

IP-A

IRC, SSSB, 5LRP

MAC

IPC, CGC

IP-B

MSC(5), EXB(5), CPDC(5)
€

JWG, DP-B, GSBWG
SSSB

CL, PRCSG, JWG, AASC, IPC(4)(5), R&P(4), ARTF, IRC, 5LRP,
FRCLWG, TLG, FRSC(3), PRMC(4)

CFC(4), PAIBC
EB, CPDC, SSC
MAC, PAIBC
SMPC

IP-B, PSMC
DP-B

COC(3), DP-B
PRC

(2) Vice-President gl& & (3) Chairman/Convenor /B A

(5) Retired in 2005 R =ZZERFRHE
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Chinese Name Surname First Name Committees, Working Groups and Task Forces
R WONG Kuen Fai, Richard EXB

B WONG(*) Kwai Huen coc

=EE WONG Kwok Wai, Albert DP-B

HiEE WONG Lung Tak, Patrick EC, R&P, SSSB, PROB, CCC, EB, DP-B, SMPC(4), CPDC, AAB
E WONG(*) Sai Hung, Oscar IP-A

IFE WONG Sau Ling, Shirley IP-B

EANE WONG Stephanie CE®

HEE WONG Tak Wai, Alvin COC(5), RFRTF(3)

HEL WONG Wa Sun, Thomas MAC, SMPC, CPDC

EFHE WONG Wing Cheong, Dennis PRCSG, PRC, IP-B

EHE WONG Yue Ting, Thomas AASC, IP-B, PSMC(4), SMPC
HiRfE WONG(*) Yuen Fai, Stanley DP-A

BpFIEE WOO(*) Lee Wah, Cecilia IP-A

HAE R wu Kwok Keung, Andrew CSC, PRMC

HHEAE Wu Ming Wai, Louie MSC, SMPC

RIEE wu Shek Chun, Wilfred IPC, EB

HEE wu Ting Yuk, Anthony DP-B

25 Wu Chang, Tom FRSC

EEE XUEREB Maria EPB

1ER:8 YAM Stephen EPLM

B E YAN Lap Kei, Isaac PRMC

hEABK YAU Shiu Wing, Joseph ssc

BEh YEN Kai Shun, Catherine EXB, AAB

BHE YEUNG Kit Shing, Jackson EB

B{ER YEUNG Kai Cheung, Patrick EXB, DP-B, CFC, EPS(4)
BEe YEUNG Kit Kam, Lesley AASC

HEE YIH(*) Lai Tak, Dieter IP-A

itz YIP Sai On, David EXB, EB, SSC

EZAF YIP LI Yuet Fong, Jennifer PRMC

kR YIU Kin Wah, Stephen MAC

B YOUNG Chun Man, Kenneth MAC

BRI YOUNG(*) Ngai Man, Simon IP-A

BRAL YOUNG So Hung, Ann csc

BEE YU Hon To, David DP-B

=ER YUEN Kwok Keung, Desmond AASC, MAC

=E® YUEN(*) Kwok Keung, Rimsky IP-A

REIE YUEN Kwok Wing, Kevin MSC

REAX YUNG Hin Man, Raymond IP-B

Bz YUNG(*) Pui Yip, Paul DP-A

BkiE YUNG Wing Sheung, Amy CL, AF&RC, CSC(4), EPLM, SMPC

(*) Non-HKICPA Member EE B S AEEE (1) President @&  (2) Vice-President gl&&  (3) Chairman/Convenor EfE/B&E A
(4) Deputy Chairman/Deputy Convenor/Alternate Convenor gl EE/EIBEA/MBEA  (5) Retired in 2005 R =FZRFRH
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Corporate Governance Statement

Responsibilities of Council

The objects of the Institute are stipulated in section 7 of the Professional
Accountants Ordinance, which include, inter alia, regulation of the practice
of the accountancy profession, encouraging the study of accountancy,
representing the views of the profession and preserving the profession’s
integrity and status.

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

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

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

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

The execution of the Council’s policies and decisions is vested in the Chief
Executive & Registrar, who is appointed by the Council under section 21
of the Professional Accountants Ordinance.

The Chief Executive & Registrar serves as the secretary to the Council and
is responsible to the Council for the effective management and operation
of the Secretariat. The Chief Executive & Registrar is also charged with
providing advice to the Council and committees generally.

The Council met 13 times during the reporting period. The frequency

of meetings of each of the committees and working groups is shown
elsewhere in this report.
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Internal financial control

The Council is responsible for the Institute’s system of internal financial
control. The key elements of the system are:

(a) Budgets

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

(b) Authorisation limits

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

The Council set up an Audit Committee in 1999. The Committee consists
of six members, five of whom are past presidents of the Institute and one
is a lay Council member. Its membership is reviewed every year by the
Council. The current members are Nicholas P. Etches (chairman), PM. Kam,
Aloysius H.Y. Tse, Sophia Kao, Joseph M. Lai, and Tim T.L. Lui.

The duties of the Committee are:

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

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

¢) Todiscuss any problems or matters arising from the audit that the auditor
may raise.

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

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

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

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

The Committee may request the Institute’s auditor, the Chairman of the
Administration, Finance and Remuneration Committee and any member
of the staff to attend its meetings. The auditor may request a meeting if
deemed necessary.

During the reporting period, the Audit Committee held two meetings in
June and September 2005 respectively. In the June meeting, the Committee
considered the nature and scope of the audit exercise and matters relating
to the preparation of the Institute’s financial statements for the year ended
30 June 2005, and commissioned an organisation and operation review of
the Institute’s key business processes by an independent consultant with a
view to improving the internal control, risk management and work efficiency
at the Secretariat. In the September meeting, the Committee reviewed the
audited financial statements.
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Council members’ interests

Council members are not remunerated. A disclosure of financial interests
of Council members appears in Note 20 to the Financial Statements.

As the governing body of a self-regulatory professional institute, the
Council has applied strict rules that prohibit a member of the Council or
of a committee taking part in any discussion and decision of a matter in
which that member has an apparent conflict of interest.

Staff remuneration

The remuneration of the general staff is determined by the Council upon
the recommendation of the Administration, Finance and Remuneration
Committee, which is in turn advised by the Chief Executive &
Registrar who makes a recommendation for individual staff based
on documented assessment.

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

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

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

Member communications

This year, the secretariat began two new initiatives to improve transparency
through the flow of communications with members. An electronic
newsletter, sent by email to members at least twice a month, keeps members
up to date on all important developments and Council decisions. The
newsletter links readers into the Institute’s website where they can find
more information on any given topic.

Individual e-mail enquiries are now handled through an electronic “help
desk.” All information coming into the Institute through its general e-mail
address are forwarded to the relevant department of the Institute, which
responds within 10 days. Enquiries by telephone or mail are also logged.
Complaints are considered priorities and are promptly addressed, usually
by the Chief Executive & Registrar.



AEHEEREN_STAFHFETHEH Council Members’ Attendance Record for 2005

HEERS Bk tdr H R E Council Member Title Attendance
1. FAXE =g 10/10 1. Edward K.F. Chow President 10/10
2. BRERK BEER 8/10 2. Paul M.P. Chan Vice-President 8/10
3. A EgR 9/10 3. Mark C. Fong Vice-President 9/10
4. EEIHE tEER 10/10 4. Roger Best Immediate Past President 10/10
5 EmHA BE 8/10 5. AlbertS.C. Au Member 8/10
6. MRE bi::h=-3 7/10 6. Michael K.-H. Chan Member 7/10
7. EREH BE 7/10 7. Edward Wai Sun Cheng ~ Member 7/10
8. BARZ E= 7110 8. Chew Fook Aun Member 7/10
9. R HE 10/10 9. Susanna Chiu Member 10/10
10. ZEE(ME HE 10/10 10. Cho Lung Pui Lan, Stella ~ Member 10/10
1. FRE EE 6/10 11.  Sir C.K. Chow Member 6/10
12, FER HE 10/10 12.  Paul M.Y. Chow Member 10/10
13. BHEE EE 10/10 13.  Wilson Fung Member 10/10
14. EER BE 10/10 14. Gordon W.E. Jones Member 10/10
15. &&= HE 9/10 15. Sophia Kao Member 9/10
16. Z=5EH b= 10/10 16. Leo C.M. Lee Member 10/10
17. Z=Z5B HE 7110 17. Lucia Li Member 7/10
18. 2 = 10/10 18. Doug Oxley Member 10/10
19. fRER HE 7/10 19. David Tak-kei Sun Member 7/10
20. BEXRM® BE 8/10 20. Carlson Tong Member 8/10
21. EKE BE 9/10 21. Tsai Wing Chung, Philip ~ Member 9/10
22. Paul F. Winkelmann % 8/10 22.  Paul FE Winkelmann Member 8/10
23. AFikiE BE 8/10 23.  Amy W.S. Yung Member 8/10
REREEN —_ZZNF+-A+NBE=ZZHFTA The current Council held 10 meetings between 18 December 2004 and
TNABHEBHETIRER - 18 October 2005.
AEEREEEREN ST A EHFE SR8 Audit Committee Members’ Attendance Record for 2005
ZEERE ST HERE Committee Member Title Attendance
1. YFER *E 1/2 1. Nicholas P. Etches Chairman 12
2. HEX BlERE 2/2 2. PM.Kam Deputy Chairman 2/2
3. HELT BERE 1/2 3. Aloysius H.Y. Tse Deputy Chairman 1/2
4. FFEZ RE 2/2 4. Sophia Kao Member 2/2
5. ZZ8f RE 2/2 5. Joseph M. Lai Member 2/2
6. TARR RE 1/2 6. Tim T.L. Lui Member 1/2
ERZEEEN _SZHEF—A+N\BE+A+TN\BHH The Audit Committee held 2 meetings between 18 January 2005 and

HEBEITMAEE - 18 October 2005.
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Auditors' Report

To the Members of the Hong Kong Institute of Certified Public Accountants

(Incorporated in Hong Kong under the Professional Accountants Ordinance)

We have audited the financial statements on pages 94 to 141, which have been prepared in accordance with
accounting principles generally accepted in Hong Kong.

Respective responsibilities of the Council and auditors

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

It is our responsibility to form an independent opinion, based on our audit, on those statements and to report our
opinion to you, as a body, in accordance with section 16 of the Professional Accountants Ordinance, and for no
other purpose. We do not assume responsibility towards, or accept liability to, any other person for the contents
of this report.

Basis of opinion

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

We planned and performed our audit so as to obtain all the information and explanations that we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance as to whether the financial
statements are free from material misstatement. In forming our opinion we also evaluated the overall adequacy of
the presentation of information in the financial statements. We believe that our audit provides a reasonable basis
for our opinion.

Opinion
In our opinion the financial statements give a true and fair view of the state of affairs of the Group and of the Institute
as at 30 June 2005 and of the surplus and cash flows of the Group and of the Institute for the year then ended.

Wong Brothers & Co.

Certified Public Accountants
Hong Kong, 18 October 2005
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2005 2004 2005 2004

Pr&E FHIT THET FHIT FHT

SEMKE 4 82,023 76,311 78,426 72,780
HAug A 5 40,425 29,843 35,141 24,543
N 122,448 106,154 113,567 97,323
BUFE B 6 487 746 487 746
HERAY 7 (120,271) (103,969) (112,035) (95,724)
BiriZeR 8 2,664 2,931 2,019 2,345
g 9 (764) (844) (513) (675)

BALTEEE2HERN 17 1,900 2,087 1,506 1,670
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Income Statements
For the year ended 30 June 2005

Group Institute

2005 2004 2005 2004

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

Subscriptions and fees 4 82,023 76,311 78,426 72,780

Other revenue 5 40,425 29,843 35,141 24,543

Total revenue 122,448 106,154 113,567 97,323

Government grants 6 487 746 487 746

Operating expenses 7 (120,271) (103,969) (112,035) (95,724)

Surplus before Tax 8 2,664 2,931 2,019 2,345

Tax 9 (764) (844) (513) (675)
Surplus after Tax

transferred to General Fund 17 2,087 1,506 1,670

1,900
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2005 2004 2005 2004
Pr&E FHIT THET FHIT FHT
FEREMEE
VI EFNRE 10 20,680 23,490 20,127 22,651
LA ERE 11 71,482 72,041 67,922 68,453
M BB IR E 12 == == == o
ELERIBEE 13 1,667 1,437 1,667 1,437
93,829 96,968 89,716 92,541
TENEE
=7E8 631 598 374 373
FEU R R 2,720 2,527 3,044 2,332
REMIPENRE 14 22,704 3,856 22,584 3,081
REMBITHET 15 80,098 72,481 76,166 69,674
106,153 79,462 102,168 75,460
RBERE
FERS BN E (48,530) (42,029) (47,037) (40,506)
IR AER E FH 16 (27,971) (18,892) (26,421) (17,204)
REFHEEE (872) (3,336) (743) (2,070)
(77,373) (64,257) (74,201) (59,780)
REEEFE 28,780 15,205 27,967 15,680
122,609 112,173 117,683 108,221
e
TEES 17 59,839 57,939 58,973 57,467
ERES 17 62,770 54,234 58,710 50,754

122,609 112,173 117,683 108,221
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Balance Sheets
As at 30 June 2005

Group Institute
2005 2004 2005 2004
Note HK$’000 HK$’'000 HK$’000 HK$°000
Non-current Assets
Property and equipment 10 20,680 23,490 20,127 22,651
Prepaid land lease expense 11 71,482 72,041 67,922 68,453
Investment in a subsidiary 12 -- -- -- --
Deferred tax assets 13 1,667 1,437 1,667 1,437
93,829 96,968 89,716 92,541
Current Assets
Inventories 631 598 374 373
Accounts receivable 2,720 2,527 3,044 2,332
Deposits and prepayments 14 22,704 3,856 22,584 3,081
Cash and bank balances 15 80,098 72,481 76,166 69,674
106,153 79,462 102,168 75,460
Current Liabilities
Subscriptions and fees received in advance (48,530) (42,029) (47,037) (40,506)
Accounts payable and accruals 16 (27,971) (18,892) (26,421) (17,204)
Current tax liabilities (872) (3,336) (743) (2,070)
(77,373) (64,257) (74,201) (59,780)
Net Current Assets 28,780 15,205 27,967 15,680
122,609 112,173 117,683 108,221
Funds
General fund 17 59,839 57,939 58,973 57,467
Capital fund 17 62,770 54,234 58,710 50,754
122,609 112,173 117,683 108,221
Approved by the Council on 18 October 2005
Edward K.F. CHOW Wilson FUNG
President Chairman, Administration,

Finance & Remuneration Committee
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2005 2004 2005 2004

P& FHIT THET FHIT FHT
BETEZHERE
BiAT 2 &R 2,664 2,931 2,019 2,345
FAREMT :
HEYENREB 2SR 8 624 4 624 4
E 8 3,018 3,395 2,591 2,962
TihFEER Y 8 559 559 531 531
VERI=N SEi) 8 434 == 434 ==
RIREE 8 182 418 182 418
B Uz 5 (707) (180) (704) (180
RETEBESEHA 2L EER 6,774 7,127 5,677 6,080
FEEOEm)RELS (33) 147 (1) 112
FEUS R FX (38 0n)/iRk 2> (375) 238 (894) 1,112
% & A8 S FRIEHE 0 (18,848) (749) (19,503) (498)
TR = A UK E N 6,501 1,640 6,531 1,788
FE A bR FR AN FERT 2R A 42 A 9,079 610 9,217 390
[SERES A (3,458) (743) (2,070) (743)
BEFHZHEECRM) AN FHE (360) 8,270 (1,043) 8,241
BRETEBZIHERE
NEYEMEE 10 (1,910) (3,494) (1,769) (3,477)
EWBUFER 644 - 644 o
ERAE 707 180 704 180
BREFHZHE RN FE (559) (3,314) 421) (3,297)
REEEZIRERE
EWREREHE 8,536 8,038 7,956 7,445
HE&RERRLEBEMSE 7,617 12,994 6,492 12,389
FHzRERERRESEE 72,481 59,487 69,674 57,285
FRZIVERLERREER 15 80,098 72,481 76,166
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Cash Flow Statements
For the year ended 30 June 2005

Institute
2005 2004 2005 2004

Note HK$'000 HK$'000 HK$'000 HK$°000
Cash Flows from Operating Activities
Surplus before tax 2,664 2,931 2,019 2,345
Adjustments for:
Loss on disposal of property and equipment 8 624 4 624 4
Depreciation 8 3,018 3,395 2,591 2,962
Land lease expense 8 559 559 531 531
Impairment loss 8 434 -- 434 --
Provision for doubtful debts 8 182 418 182 418
Interest income 5 (707) (180) (704) (180)
Operating surplus before working
capital changes 6,774 7,127 5,677 6,080
(Increase)/decrease in inventories (33) 147 (1) 112
(Increase)/decrease in accounts receivable (375) 238 (894) 1,112
Increase in deposits and prepayments (18,848) (749) (19,503) (498)
Increase in subscriptions and fees
received in advance 6,501 1,640 6,531 1,788
Increase in accounts payable and accruals 9,079 610 9,217 390
Tax paid (3,458) (743) (2,070) (743)
Net Cash (Outflow) / Inflow from
Operating Activities (360) 8,270 (1,043) 8,241
Cash Flows from Investing Activities
Purchase of property and equipment 10 (1,910) (3,494) (1,769) (3,477)
Government grants received 644 -- 644 --
Interest received J 180 704 180
Net Cash Outflow from Investing
Activities (559) (3,314) (421) (3,297)
Cash Flows from Financing Activities
Capital levy received 8,536 8,038 7,956 7,445
Net Increase in Cash and Cash Equivalents 7,617 12,994 6,492 12,389
Cash and cash equivalents
at beginning of year 72,481 59,487 69,674 57,285
Cash and Cash Equivalents
at End of Year 15 80,098 72,481 76,166 69,674
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2005 2004 2005 2004

FHET FHET FHET FHT
£ WH 2R 111,598 101,707 106,898 98,012
BB BT ERENTHR N E(MEE2) 575 341 1,323 1,094
£ B 112,173 102,048 108,221 99,106
BEEARBE(MEE1T) 7,429 6,867 7,422 6,867
BAEEARBYE(FIEE17) 1,107 1,171 534 578
R SR IRTERD Z W 25 TR 4R 8,536 8,038 7,956 7,445
FEREBRLR 1,900 2,087 1,506 1,670

F8R 122,609 112,173 117,683 108,221
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Statements of Changes in General and Capital Funds
For the year ended 30 June 2005

Group Institute

2005 2004 2005 2004

HK$’'000 HK$’000 HK$’'000 HK$°000

At Beginning of Year as Previously Reported 111,598 101,707 106,898 98,012

Effect of adopting HKAS17 (note 2) 575 341 1,323 1,094

At Beginning of Year as Restated 112,173 102,048 108,221 99,106

Capital levy from members (note 17) 7,429 6,867 7,422 6,867

Capital levy from students (note 17) 1,107 1,171 534 578
Net Gains Not Recognised

in the Income Statements 8,536 8,038 7,956 7,445

Surplus after tax for the year 1,900 2,087 1,506 1,670

At End of Year 122,609 112,173 117,683 108,221
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Notes
1. Principal Activities and Registered Office

The Group refers to Hong Kong Institute of Certified Public Accountants
(the Institute) and its subsidiary, Hong Kong Association of Accounting
Technicians Limited (HKAAT) (formerly known as Hong Kong Association
of Accounting Technicians).

Pursuant to the Professional Accountants (Amendment) Ordinance,
the name of the Institute was changed from the Hong Kong Society of
Accountants to Hong Kong Institute of Certified Public Accountants
on 8 September 2004.

The Institute is a body corporate incorporated in Hong Kong on 1
January 1973 under the Professional Accountants Ordinance Chapter
50 with the registered office located at 4/F, Tower Two, Lippo Centre,
89 Queensway, Hong Kong. Its principal activities include, inter alia,
the registration of certified public accountants, firms of certified public
accountants (practising) and corporate practices, the development
and promulgation of accounting, auditing and ethical standards and
guidelines, the regulation of the practice of the accountancy profession,
the operation and promotion of the Institute’s Qualification Programme
and professional examinations, and representing the views of the
profession and preserving the profession’s integrity and status.

HKAAT is incorporated under the Companies Ordinance as a company
limited by guarantee. Its principal activities are the promotion of
the study of accountancy and the accreditation of the “Accounting
Technician” qualification through conducting professional examinations.
HKAAT has three members at present who are the current President
and the two Vice-Presidents of the Institute. The liability of the three
members is limited to contributing to the assets of HKAAT to the extent
of HK$10 each in the event that HKAAT is wound up. Under the Articles
of Association of HKAAT, the power to appoint members of the Board
of HKAAT is vested with the Institute. Accordingly, the Institute has the
power to govern the financial and operating policies of HKAAT.
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Notes

2. Principal Accounting Policies
a. Basis of Preparation

The financial statements have been prepared in accordance with
the Hong Kong Financial Reporting Standards (HKFRSs), including
Hong Kong Accounting Standards (HKASs), Statements of Standard
Accounting Practice and Interpretations approved by the Council of
the Hong Kong Institute of Certified Public Accountants.

In preparing the financial statements, the Group has assessed and
adopted in advance all HKFRSs that have been issued but are not yet
effective. The standards issued in this period and relevant to the activities
of the Institute are:

Effective Date:
Accounting Periods Beginning 1 January 2005

HKAS 7 “Cash flow statements”

HKAS 12 “Income taxes”

HKAS 14 “Segment reporting”

HKAS 17 “Leases”

HKAS 18 “Revenue”

HKAS 19 “Employee benefits”

HKAS 20 " Accounting for government grants and
disclosure of government assistance”

HKAS 24 “Related party disclosures”

HKAS 32 “Financial instruments: disclosure and
presentation”

HKAS 37 “Provisions, contingent liabilities and
contingent assets”

HKAS 39 “Financial instruments: recognition and

measurement”

Effective Date:
Accounting Periods Beginning 1 January 2006

HKAS 19
(Amendment)

“Employee benefits-actuarial gains and losses,
group plans and disclosures”

With the exception of HKAS 17, the adoption of the relevant HKFRSs
has no significant effect on the results or the financial position of the
Group or Institute.

The early adoption of HKAS 17 resulted in a change in accounting policy

for leasehold properties. In prior years, leasehold land and buildings
were presented under property and equipment and the depreciation
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EHNBE2H MAEEENFELNRESEEY of such assets were based on management’s estimate of the cost of
T REBEID NG RANEE - RAEESE the land and buildings elements. On adoption of HKAS 17, where
HREITER  HESYEEEAR HEE LT leasehold properties are held for own use and where the land and
RIEFE IS N ESHBEETSEE S » 85 buildings elements can be allocated reliably as at the inception of the
BT I S RSEIE - ER ARREBYE lease, the land element is treated as an operating lease. During the
2 (B + 2R S EAES T SRR - 5 year, the Institute revised the cost allocated to the land elements based
+HAEREESBEFIEEN+ RS » BT on valuation carried out by an independent professional valuer. Such

ST - FEEHRETOIRED - U RReEt land leases are described as a prepaid land lease expense on the balance
BT o sheet and are being amortised over the terms of the respective leases.

The comparative figures for the previous year have been restated to
reflect the change in accounting policy.

KRB BT ERENTRE RSIRNZENT

£H 28

2005 2004 2005 2004

THT FH#IT FH#IT FH#IT
WERD 323 323 323 323
T FE SR 43 43 48 48
5t 1A B S 10 46 46 46 46
RANE BT EIEITREEESERNFENT :

L AW

2005 2004 2005 2004

FHT FH#IT FH#T FH#IT
EEES
F4) 57,364 55,511 56,144 54,703
SRR E L 575 341 1,323 1,094
F1) 0 57,939 55,852 57,467 55,797
)]
BEM/(ED)
YIEFRE (71,755) (72,594) (67,391) (68,197)
AN HASEE 72,600 73,159 68,984 69,515
EERIEBEE (270) (224) (270) (224)

575 341 1,323 1,094
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Effects of adopting HKAS 17 on Income Statements are:

Group Institute
2005 2004 2005 2004
HK$°000 HK$'000 HK$"000 HK$°000
Decrease in depreciation 323 323 323 323
Increase in land lease expense 43 43 48 48
Increase in tax expenses 46 46 46 46
Effects of adopting HKAS 17 on Balance Sheets are:
Group Institute
2005 2004 2005 2004
HK$°000 HK$'000 HK$'000 HK$'000
General Fund
At beginning of year 57,364 55,511 56,144 54,703
Effect of change in accounting policy 575 341 1,323 1,094
At beginning of year as restated 57,939 55,852 57,467 55,797
At beginning of year
Increase/(decrease) in assets
Property and equipment (71,755) (72,594) (67,391) (68,197)
Prepaid land lease expense 72,600 73,159 68,984 69,515
Deferred tax assets (270) (224) (270) (224)
575 341 1,323 1,094

FENBBRREELASRANBRBREEZ_"2ZA
FARR=ZTHLEFENTBEHRR MEBEZRE
EXREH RERAEBERBEFEINGERESRE K
B MEBRBELSHEAHZRENKE B
ERAERHEVBREBRER M ELEDHHE
AV ©

b. WA T&E52
FESBRIBBLLHIRAAR

BREEME U Y B B E R AR ©

RITIFRF SR ARIB AN & AR N E AR R IR E
EEDIFERR AR o

The consolidated financial statements include the financial statements
of the Institute and its subsidiary for the year ended 30 June 2005. All
material intercompany balances, transactions and unrealised surpluses
and deficits have been eliminated on consolidation. A subsidiary is
an entity over which the Institute has control, which is defined as the
power to govern the financial and operating policies of the entity so
as to obtain benefits from its activities.

b. Revenue Recognition

Annual subscription fees are recognised on a time proportion basis.
First registration fees are recognised in the financial year of receipt.

Interest revenue from bank deposits is recognised on a time basis by
reference to the principal outstanding and the interest rate applicable.
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Notes

Revenue from seminars, courses, examinations and advertisements is
recognised upon completion of services provided.

Commission received from affinity credit cards is recognised on a
periodical basis based on confirmed credit card charges reported by
the card issuing bank.

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

c. Government Grants

Government grants are recognised at their fair value where there is
reasonable assurance that the grants will be received and all attaching
conditions will be complied with.

Government grants related to income are recognised as income over
the periods necessary to match them with related costs.

Grants related to assets are deducted from the cost of the assets in
arriving at their carrying amounts to the extent of the grants received
and receivable as at the date of the balance sheet.

d. Capital Levy

The capital levy is to finance the purchase and further expansion of the
Group’s office premises and is therefore taken directly to the capital fund
set up for that purpose. The full amount of the capital levy received is
taken to the capital fund in the year of receipt.

e. Tax

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

The tax currently payable is based on taxable profit for the year. Taxable
profit differs from surplus as reported in the income statement because
it excludes items of income or expenses that are taxable or deductible
in other years and it further excludes items that are never taxable or
deductible. The Group's liability for current tax is calculated using tax
rates that have been enacted or substantively enacted at the balance
sheet date.
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Notes

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

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

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

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

f. Impairment of Assets

Internal and external sources of information are reviewed at each
balance sheet date to identify indications that assets may be impaired
or an impairment loss previously recognised no longer exists or may
have decreased. If any such indication exists, the asset’s recoverable
amount is estimated. The recoverable amount of an asset is the greater
of its fair value less costs to sell and value in use. An impairment loss
is recognised in the income statement whenever the carrying amount
of an asset exceeds its recoverable amount.

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

g. Property and Equipment

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

Property and equipment are depreciated at rates sufficient to write off
their depreciable amounts over their estimated useful lives using the
straight-line method. Depreciable amount is the cost of an asset, or
other amount substituted for cost, less its residual value. The residual
values and useful lives of assets are reviewed at each financial year-end
and, if expectations differ from previous estimates, the changes will be
accounted for as a change in an accounting estimate. If the residual
value of an asset increases to an amount equal to or greater than the
asset’s carrying amount, no depreciation is charged.

The annual depreciation rates adopted are as follows:
Leasehold properties 5%

Leasehold improvements 20%

Furniture, fixtures and equipment ~ 20% to 50%

[tems of a capital nature costing less than HK$ 1,000 are recognised as
expenses in the year of acquisition.

h. Prepaid Land Lease Expense

Prepaid land lease expense is an up-front payment to acquire a leasehold
land that is accounted for as an operating lease. This payment is stated
at cost and amortised over the remaining term of the lease to the
income statement.

i. Inventories

Inventories, comprising publications and souvenirs held for sale, are
stated at the lower of cost determined on a weighted average basis,
and net realisable value. Cost includes direct costs of purchases and
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Notes

incidental costs incurred in bringing the inventories to their present
location and condition. Net realisable value is the estimated selling
price in the ordinary course of business less all estimated costs to be
incurred prior to sale.

j- Foreign Currency Translation

i. Functional and Presentation Currency

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

ii. Transactions and Balances

Foreign currency transactions are translated into the functional
currency at the exchange rates ruling at the transaction dates.
Monetary items denominated in foreign currencies are translated
into Hong Kong dollars at the closing rate at the balance sheet date.
Non-monetary items that are measured in terms of historical cost in
a foreign currency are translated using the exchange rate at the date
of the transaction. Non-monetary items measured at fair value in a
foreign currency are translated using the exchange rates at the date
when the fair value was determined. All exchange differences are
dealt with in the income statement.

k. Employee Benefits

i. Retirement Benefits Costs

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

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

ii. Employee Leave Entitlements

Employee entitlements to annual leave are recognised when they
accrue to employees. An accrual is made for the expected liability for
paid annual leave as a result of services rendered by the employees
up to the balance sheet date.

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

I. Cash Equivalents

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

m. Operating Lease Charges

Lease payments under an operating lease are recognised as an expense
in the income statement on a straight-line basis over the lease term.

n. Provisions

Provisions are recognised when the Group has a present legal or
constructive obligation as a result of past events, it is probable that
an outflow of resources will be required to settle the obligation, and a
reliable estimate of the amount can be made. Where the Group expects
a provision to be reimbursed, the reimbursement is recognised as a
separate asset when the reimbursement is virtually certain.

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

3. Segment Information

For financial statement presentation purposes, the Group is
organised into five operating units: Membership & Corporate Affairs,
Communications and Operation and Finance as a combined unit as
they provide centralized support services to the Institute; Standards and
Technical; Compliance; Education and Training and HKAAT.

Membership & Corporate Affairs refers to the registration of certified
public accountants, firms of certified public accountants and corporate
practices, the issuance of practising certificates, and the provision
of other membership services. It is also responsible for liaising with
Mainland authorities/accountancy bodies and international/regional
accountancy bodies to promote the Hong Kong accounting profession
outside the territory, and enhance members’ understanding of the
accounting profession in Mainland China and overseas.

Communications refers to official and formal communications with
stakeholders (members, Institute staff, students, the government,
regulators, accounting bodies, the business community, the news media,
the international accounting community and the general public) about
the activities and views of the Institute.
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Notes

It refers to regular exchanges between stakeholders and the Institute
through our official channels, mainly our email address, web site,
magazine and press releases. It also refers to information gathering
from our members, including formal and informal surveys of members’
opinions, needs and concerns.

Operation and Finance refers to the smooth management of the
Institute’s overall operations, including its finances, information
technology, office administration and people. The department is
responsible for how members and students experience the Institute,
from the service of the front counter staff to electronic interaction.
Operation and Finance has the responsibility of financial and corporate
stewardship with the attendant scrutiny of members and the public. It
also holds responsibility for recruiting and retaining people, who display
personal and professional excellence.

Standards and Technical refers to the development and promulgation
of accounting, auditing and assurance and ethical standards and
guidelines, expression of views on legislation, regulatory and other
issues of professional interest and importance, participation in global
products, services and technical development and support in the
specialist disciplines of tax, insolvency, financial management, corporate
governance, risk management, information technology, and specialised
industries such as banking, insurance, listing and securities. It also
refers to the provision of technical services to members including
support of professional interest groups, production of technical
publications, maintenance of website information and handling of
technical enquiries.

Compliance refers to the conducting of practice review, monitoring of
published financial statements, conducting of formal investigations,
handling of complaints and conducting of disciplinary proceedings.

Education and Training refers to the registration of students; the
accreditation of university programmes and overseas qualifications, the
operation and promotion of the Institute’s Qualification Programme and
professional examinations; and the development and organization of
the continuing professional development (CPD) training, endorsement
of CPD providers and related activities for members and students.

HKAAT has its principal activities as the promotion of the study of

accountancy and the accreditation of the “Accounting Technician”
qualification through conducting professional examinations.
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EMfEERME EAHEEEF BERLSE HEREI SHEHE Eaf] &HE
2005 FH#T Fi#ET FH#IT F#T Fi#ET FH#IT FH#T
eEMKE 78,426 -- - - 3,597 - 82,023
Heg A 9,108 2,394 16 23,623 5,539 (255) 40,425
BN &EE) 205 282 - == - - 487
EEMRX (57,977) (12,774) (18,893) (22,391) (8,846) 610 (120,271)
i A0 2 &R/ (E5 A1) 29,762 (10,098) (18,877) 1,232 290 355 2,664
Bi1E (764)
B 1,900
FREBEE » TEIEHIE 88,049 - - == 17,715 (13,602) 92,162
MENEE 102,168 - - == 4,582 (597) 106,153
REEE  TEESE 73,458 - - == 3,560 (517) 76,501
=& 1,769 - - - 141 - 1,910
e 2,591 - - == 702 (275) 3,018
REEE 434 - - -- - - 434

EEREEE BHx

EMfEERME EAEEET BERLE HEREI SZEHEHE Eaf] &=E
2004 F#T F#ET FH#IT F#T F#ET FH#IT FH#IT
SEMKE 72,780 -- - - 3,531 - 76,311
Heg A 7,101 1,584 == 15,858 5,380 (80) 29,843
B ER -- 746 - - -- - - 746
EiEAX (48,583) (15,425) (14,291) (17,425) (8,680) 435  (103,969)
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g (844)
HeReR 2,087
FRBEE » TEIEBIE 91,104 - - == 18,385 (13,958) 95,531
MENEE 75,460 - - == 4,259 (257) 79,462
REEE  TEERE 57,710 - - - 3,388 (177) 60,921
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Notes

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

Membership &
corporate affairs,

communications  Standards Education

and operation and and
and finance technical Compliance training HKAAT Elimination Consolidated
2005 HK$'000 HK$°000 HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
Subscriptions and fees 78,426 -- -- -- 3,597 -- 82,023
Other revenue 9,108 2,394 16 23,623 5,539 (255) 40,425
Government grants 205 282 -- -- -- -- 487
Operating expenses (57,977) (12,774) (18,893) (22,391) (8,846) 610 (120,271)
Surplus/(deficit) before tax 29,762 (10,098) (18,877) 1,232 290 355 2,664
Tax (764)
Surplus after tax 1,900
Non-current assets, excluding tax 88,049 -- -- -- 17,715 (13,602) 92,162
Current assets 102,168 -- -- -- 4,582 (597) 106,153
Current liabilities, excluding tax 73,458 -- -- -- 3,560 (517) 76,501
Capital expenditure 1,769 -- -- -- 141 -- 1,910
Depreciation 2,591 -- -- -- 702 (275) 3,018
Impairment loss 434 -- -- -- -- -- 434

Membership &
corporate affairs,

communications  Standards Education

and operation and and
and finance technical Compliance training HKAAT Elimination Consolidated
2004 HK$'000 HK$°000 HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
Subscriptions and fees 72,780 -- -- -- 3,531 -- 76,311
Other revenue 7,101 1,584 -- 15,858 5,380 (80) 29,843
Government grants -- 746 -- -- -- -- 746
Operating expenses (48,583) (15,425) (14,291) (17,425) (8,680) 435 (103,969)
Surplus/(deficit) before tax 31,298 (13,095) (14,291) (1,567) 231 355 2,931
Tax (844)
Surplus after tax 2,087
Non-current assets, excluding tax 91,104 -- -- -- 18,385 (13,958) 95,531
Current assets 75,460 -- -- -- 4,259 (257) 79,462
Current liabilities, excluding tax 57,710 -- -- -- 3,388 (177) 60,921
Capital expenditure 3,477 -- -- -- 17 -- 3,494
Depreciation 2,962 -- -- -- 708 (275) 3,395
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2005 2004 2005 2004
FHET FHET FHET FHET
EEEE
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BREEME
28 3,174 2,068 3,170 2,068
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Hib &
HEEHTE AR 190 214 190 214
HERAEREE 417 259 417 259
B INBE B 608 192 608 192
82,023 76,311 78,426 72,780
5. Efplr A
&EE 2H
2005 2004 2005 2004
FHET FHET FHET FHET
Hate  RREMEMmES S 16,056 13,541 15,178 12,579
R W= 21,301 13,668 18,214 10,669
HEER 1,378 1,598 400 583
ETIES W= 983 856 645 532
FII=AE: 707 180 704 180
24,543
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Notes

4. Subscriptions and Fees

Group Institute
2005 2004 2005 2004
HK$'000 HK$’000 HK$’000 HK$'000
Annual Subscription Fees
Members 42,727 40,154 42,698 40,154
Practising certificates 15,806 15,263 15,806 15,263
Students 6,980 7,203 3,920 4,033
Firms 8,158 8,016 8,158 8,016
Corporate practices 2,164 1,870 2,164 1,870
Others 85 15 85 15
First Registration Fees
Members 3,174 2,068 3,170 2,068
Practising certificates 253 283 253 283
Students 1,274 641 770 280
Firms 110 70 110 70
Corporate practices 77 63 77 63
Other Fees
Member practices’ changes in particulars 190 214 190 214
Advancement to fellowship 417 259 417 259
Assessment for overseas students 608 192 608 192
82,023 76,311 78,426 72,780
5. Other Revenue
Group Institute
2005 2004 2005 2004
HK$'000 HK$'000 HK$'000 HK$'000
Income from seminars, courses and other activities 16,056 13,541 15,178 12,579
Income from examinations 21,301 13,668 18,214 10,669
Sales of goods 1,378 1,598 400 583
Income from advertisements placed in journal 983 856 645 532
Interest income 707 180 704 180
40,425 29,843 35,141 24,543
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Notes

6. Government Grants

The Institute had signed the following agreements with the Government
of the HKSAR under the Professional Services Development Assistance
Scheme (PSDAS):

(@) On 24 March 2004, the Institute signed an agreement for a project
entitled “International Innovation Network (IIN) - A Global Innovative
Services Development Platform for the Professional Accountants in
Hong Kong.” The objective of the project was to provide a platform
for the professional accounting institutes to share the innovative
ideas, products, and services and to enable global participation in
those products or services that benefit professional accountants
and their clients or employees. The estimated project cost was
approximately HK$2,968,000. The Government of the HKSAR
would contribute not more than HK$959,000 to the project cost.

The Government's contribution of HK$959,000 has been fully
received. During the year, HK$79,000 (2004: HK$746,000) was
recognised as income to match with the related costs. For the year
ended 30 June 2004, HK$134,000 related to computer software
was deducted from the cost of furniture, fixtures and equipment.

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

The Government's contribution of HK$849,000 has been fully
received. During the year, HK$205,000 (2004: nil) was recognised as
income to match with the related costs, and HK$644,000 (2004 nil)
related to fitting-out works was deducted from the cost of leasehold
improvements and furniture, fixtures and equipment. The project
was completed on 30 November 2004 with a total project cost of
HK$1,939,436.
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entitled “Membership survey for benchmarking professional
accounting practices.” The project aimed to obtain industry data
through the survey responses from member firms in public practice to
help the Institute to devise a focused strategy to assist members and
firms in meeting their professional and business development needs.
The estimated project cost was HK$456,000. The Government
of HKSAR would contribute not more than HK$203,000 to the
project cost.

During the year, the Government’s contribution of HK$203,000
(2004: nil) to the project cost was fully received and recognised as
income to match with the related costs.

(d) On 23 December 2004, the Institute signed an agreement for a
project entitled “Revision of the practice review programme.” The
objective of the project was to revise the Institute's practice review
programme to make it more effective and efficient which will
enhance the image and competitiveness of Hong Kong accountancy
professionals working in Hong Kong, the Mainland and overseas.
The practice review programme serves as a quality assurance review
mechanism on the work of practising firms/accountants. The
estimated project cost was HK$4,940,000. The Government of
the HKSAR would contribute not more than HK$1,665,000 to the
project cost. No contribution was received during the year.
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2005 2004 2005 2004
FHIT FHIT FHIT FHT
EEEF(FizE18) 53,101 52,171 50,709 49,799
e FREMNEMER 16,777 12,086 16,760 12,059
=3 11,968 8,170 10,117 6,491
HEE R 757 906 272 273
R = 5,869 6,287 5,540 5,963
BIE ~ ENRIFIC A 4,832 4,430 4,163 4,003
HrE(KIEE10) 3,018 3,395 2,591 2,962
RAEEE(MiEE10) 434 -- 434 ==
T FEERA S (FEE11) 559 559 531 531
A D HEER 7,937 3,838 7,510 3,551
BRI 2,678 2,465 2,391 2,184
EENEXEA 4,180 2,246 4,097 2,082
HAib—ARTHRAREER X 8,161 7,416 6,920 5,826
120,271 103,969 112,035 95,724
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2005 2004 2005 2004
FHET FHET FHT FHT
FATEES
20k
EEERI(HzE18) 53,101 52,171 50,709 49,799
BN < 109 133 93 117
e (HiEE10) 3,018 3,395 2,591 2,962
TR ERA X (FEE11) 559 559 531 531
ABEREHIZRAAARREMBNER 1,859 1,864 1,859 1,864
KEHEMY 443 388 443 388
WM& -- 147 == 85
RIRE 182 418 182 418
RAEEE (MiEE10) 434 S 434 ==
HEMEMZENEER 624 4 624 4
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Notes

7. Operating Expenses

Group Institute
2005 2004 2005 2004

HK$'000 HK$'000 HK$'000 HK$'000
Employee benefits (note 18) 53,101 52,171 50,709 49,799
Seminars, courses and other activities 16,777 12,086 16,760 12,059
Examinations 11,968 8,170 10,117 6,491
Cost of goods sold 757 906 272 273
Publication of journal 5,869 6,287 5,540 5,963
Postage, printing and stationery 4,832 4,430 4,163 4,003
Depreciation (note 10) 3,018 3,395 2,591 2,962
Impairment loss (note 10) 434 - - 434 --
Land lease expense (note 11) 559 559 531 531
Communications and public relations 7,937 3,838 7,510 3,551
Building related expenses 2,678 2,465 2,391 2,184
Legal and professional fees 4,180 2,246 4,097 2,082
Other general administration and office expenses 8,161 7,416 6,920 5,826

120,271 103,969 112,035 95,724
8. Surplus before Tax

Group Institute
2005 2004 2005 2004

HK$°000 HK$°000 HK$’000 HK$'000
Surplus before tax is arrived at after:
Charging
Employee benefits (note 18) 53,101 52,171 50,709 49,799
Auditors’ remuneration 109 133 93 117
Depreciation (note 10) 3,018 3,395 2,591 2,962
Land lease expense (note 11) 559 559 531 531
Cost of development of examination syllabus and
course materials for professional programme 1,859 1,864 1,859 1,864
Operating lease payments 443 388 443 388
Inventories written down -- 147 -- 85
Provision for doubtful debts 182 418 182 418
Impairment loss (note 10) 434 - - 434 - -
Loss on disposal of property and equipment 624 4 624 4
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2005 2004 2005 2004

FH#T F#T Fi#T Fi#T
FHIHIE
FERBRNESHERE 887 857 743 688
LFEEREBEIR 107 - - - - - -

994 857 743 638
BIEBIE
BREEE MO ST E M A EER 18 IS (230) (13) (230) (13)
FRIER X 764 844 513 675
EBFEHIIRIBERRBEBNMGEFTERBERNIRIT.5% (ZZZWE : 17.5%) stEHEE -
BRERAREEEEHRR)ERERRETENR BT EHIROT
&5 G

2005 2004 2005 2004

FHT FH#IT FH#IT FH#IT
GNP 2,664 2,931 2,019 2,345
RERAMEIT.5% (ZZZEMEF : 17.5%) stEMHE 466 513 353 410
STEERT R R NR ISR 380 398 283 297
TG EERRUER WS RSS2 (189) (67) (123) (32)

FFEERBTE 107 -- -- --
BIAM X 764 844 513 675
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Notes

9. Tax
Group Institute
2005 2004 2005 2004
HK$'000 HK$’000 HK$’000 HK$°000
Current Tax
Provision for Hong Kong profits tax for the year 887 857 743 688
Under-provision in previous year 107 -- -- - -
994 857 743 688
Deferred Tax
Deferred tax credit relating to the origination and
reversal of temporary differences (230) (13) (230) (13)
Tax expenses 764 844 513 675

Hong Kong profits tax is provided at 17.5% (2004: 17.5%) on the estimated assessable profits arising in Hong Kong during the year.

The reconciliation of tax charge at the applicable rate (i.e. the statutory tax rate) to tax expenses at the effective tax rate

is as follows:
Group Institute
2005 2004 2005 2004

HK$'000 HK$'000 HK$'000 HK$°000
Surplus before tax 2,664 2,931 2,019 2,345
Tax at the applicable rate of 17.5% (2004: 17.5%) 466 513 353 410
Tax effect of expenses that are not deductible
in determining taxable profit 380 398 283 297
Tax effect on income that is not assessable
in determining taxable profit (189) (67) (123) (32)
Under-provision in previous year 107 -- -- --
Tax expenses 764 844 513 675
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10. WIEEFNRHE

R4
—ETREF HEYE HEMmEEE EERE aast
EE] FH#ET FH#IT F#T FH#IT
R-ZZBZME+ A — HWIREFE
- WAT 23K 90,470 2,148 2,627 95,245
- RNE RS EREITHRNTE (71,755) -- - (71,755)
- 55| 18,715 2,148 2,627 23,490
RE == 20 1,890 1,910
He e s (624) (624)
BFEED -- (530) (114) (644)
e (1,316) (552) (1,150) (3,018)
REEE -- (246) (188) (434)
REZEZREANA =+ HIREFEE 17,399 840 2,441 20,680
RZZEZERFEARA=1H
RS 29,257 8,936 13,354 51,547
2RFE (11,858) (8,096) (10,913) (30,867)
R-BEZERFANA=+HNIRESEE 17,399 840 2,441 20,680
ANE
R-ZZZME+L A — HWIREFE
— AT 23R 86,106 1,529 2,407 90,042
- MBS ERSEITHRNSTE (67,391) == (67,391)
- E75 18,715 1,529 2,407 22,651
B == 1,769 1,769
e s < (624) (624)
BTE - - (530) (114) (644)
e (1,316) (255) (1,020) (2,591)
RIEEE -- (246) (188) (434)
R-BEZERFANA=+HNIRESEE 17,399 498 2,230 20,127
R-ZEZRFEAA=1H
RS 26,315 7,440 11,746 45,501
ZRE (8,916) (6,942) (9,516) (25,374)
R-BEZERFANA=+HNIERESEE 498
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Notes
10. Property and Equipment

Furniture,

Leasehold Leasehold fixtures and
2005 properties improvements equipment Total
Group HK$'000 HK$’000 HK$’000 HK$'000
Net book value at 1 July 2004
— as previously reported 90,470 2,148 2,627 95,245
— effect of adopting HKAS17 (71,755) - - - - (71,755)
— as restated 18,715 2,148 2,627 23,490
Additions -- 20 1,890 1,910
Disposals - - -- (624) (624)
Government grants - - (530) (114) (644)
Depreciation (1,316) (552) (1,150) (3,018)
Impairment loss -- (246) (188) (434)
Net book value at 30 June 2005 17,399 840 2,441 20,680
At 30 June 2005
At cost 29,257 8,936 13,354 51,547
Accumulated depreciation (11,858) (8,096) (10,913) (30,867)
Net book value at 30 June 2005 17,399 840 2,441 20,680
Institute
Net book value at 1 July 2004
— as previously reported 86,106 1,529 2,407 90,042
— effect of adopting HKAS17 (67,391) -- -- (67,391)
— as restated 18,715 1,529 2,407 22,651
Additions - - -- 1,769 1,769
Disposals - - -- (624) (624)
Government grants -- (530) (114) (644)
Depreciation (1,316) (255) (1,020) (2,591)
Impairment loss -- (246) (188) (434)
Net book value at 30 June 2005 17,399 498 2,230 20,127
At 30 June 2005
At cost 26,315 7,440 11,746 45,501
Accumulated depreciation (8,916) (6,942) (9,516) (25,374)
Net book value at 30 June 2005 17,399 498 2,230 20,127
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54 -
—EEME HEYE HEYEEE EBRE st
=] FHT FHIT FH#IT FH#IT
N-ZBZ=F+H— HWIREFE
— AT 23K 92,625 1,099 2,265 95,989
- RN E RS ERFEITHRNTE (72,594) == == (72,594)
- E75l 20,031 1,099 2,265 23,395
RE == 1,887 1,607 3,494
HE == (4) == (4)
E (1,316) (834) (1,245) (3,395)
REZZEEMENA=1+BREFE 18,715 2,148 2,627 23,490
N-BEZMEANA=1H
2% 29,257 9,446 13,109 51,812
ZRENE (10,542) (7,298) (10,482) (28,322)
REZEMENA=+HBNREEE 18,715 2,148 2,627 23,490
A
EA—7 _{_f‘i—tﬂ HE’J[I]‘EEI?{E
- MAT 2K 88,228 187 1,922 90,337
- RN E RS EREITHRNTE (68,197) - == (68,197)
- 20,031 187 1,922 22,140
RE == 1,885 1,592 3,477
HE == (4) -- @)
e (1,316) (539) (1,107) (2,962)
R-ZEZENEXNA=+HREFE 18,715 1,529 2,407 22,651
R-ZZTNEXA=1+H
2% 26,315 7,970 11,621 45,906
Z2RETE (7,600) (6,441) (9,214) (23,255)

RN-ZEMENA=+HENREEE 18,715 1,529 2,407 22,651
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Notes

Furniture,

Leasehold Leasehold fixtures and
2004 properties improvements equipment Total
Group HK$'000 HK$'000 HK$'000 HK$°000
Net book value at 1 July 2003
— as previously reported 92,625 1,099 2,265 95,989
— effect of adopting HKAS17 (72,594) - - - - (72,594)
— as restated 20,031 1,099 2,265 23,395
Additions - - 1,887 1,607 3,494
Disposals -- 4) == 4)
Depreciation (1,316) (834) (1,245) (3,395)
Net book value at 30 June 2004 18,715 2,148 2,627 23,490
At 30 June 2004
At cost 29,257 9,446 13,109 51,812
Accumulated depreciation (10,542) (7,298) (10,482) (28,322)
Net book value at 30 June 2004 18,715 2,148 2,627 23,490
Institute
Net book value at 1 July 2003
— as previously reported 88,228 187 1,922 90,337
— effect of adopting HKAS17 (68,197) - - - - (68,197)
— as restated 20,031 187 1,922 22,140
Additions - - 1,885 1,592 3,477
Disposals -- 4 == (4)
Depreciation (1,316) (539) (1,107) (2,962)
Net book value at 30 June 2004 18,715 1,529 2,407 22,651
At 30 June 2004
At cost 26,315 7.970 11,621 45,906
Accumulated depreciation (7,600) (6,441) (9,214) (23,255)
Net book value at 30 June 2004 18,715 1,529 2,407 22,651
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MisE Notes
a. EENEESYEDNURREALES 8 a. The Group’s leasehold properties, which are held on long term leases,
comprise:
() BEBEEESREHEF L EIERERSE
803%  MAEEMEEFE17,690 5 IR ; (i) 4™ floor and Room 803 on the 8" floor of Tower Two, Lippo
Centre located at 89 Queensway, Hong Kong with a total gross
(i) B 788 45+ TB77-TOSR L B A 1748 floor area of 17,690 sq-ft.
28 (BEEEBE6,050F T R)RZREH —

(i) 17" floor of Fortis Bank Tower located at 77-79 Gloucester Road,
Wanchai, Hong Kong with a total gross floor area of 6,050 sq.ft.;
and one carpark space in the same building.

f(EERA

b. R=ZBZERFAA=+H  KECHKHIEH L=
BEARRELLEBEAEITEE D (3,550F 5 R)H

L 5 e B A 13 5 I o b. At 30 June 2005, the leasehold properties on the 4™ floor of Tower

Two, Lippo Centre and part of the 17% floor of Fortis Bank Tower
(3,550 sq.ft.) were charged as securities for bank overdraft facilities
granted to the Group.

1. Fft L ASRX

%E gt

2005 2004 2005 2004
F#T Tt Fi#IT Fi#IT

F ) HOR EER
— MBI 2K -- -- -- --
- BB ST EASITRNTE 72,600 73,159 68,984 69,515
- E5l 72,600 73,159 68,984 69,515
FRHEX (559) (559) (531) (531)
FAR IR 2E 72,041 72,600 68,453 68,984
BOEAER 2 (P EE14) (559) (559) (531) (531)
SEENHAER 2 71,482 72,041 67,922 68,453
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11. Prepaid Land Lease Expense

Group Institute

2005 2004 2005 2004
HK$’'000 HK$'000 HK$'000 HK$°000

Carrying amount at beginning of year
— as previously reported -- -- -- --
— effect of adopting HKAS17 72,600 73,159 68,984 69,515
— as restated 72,600 73,159 68,984 69,515
Charge for the year (559) (559) (531) (531)
Carrying amount at end of year 72,041 72,600 68,453 68,984
Current portion (note 14) (559) (559) (531) (531)
Non-current portion 71,482 72,041 67,922 68,453
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By =t
12. WS
AROHBHBAEERH R -

13. BEBIREE
FFABEEERNWELEHBREENARREHNT :

L |
BABBER BEABBER
HEHAE HELEE st MERHE HaTEEE 4t
FH#T FH#T FHET FHET TFHT THET
N-EE=F+A—H
— MAT 23R 674 974 1,648 674 974 1,648
- R EB ST ERSEITHENSE (224) -- (224) (224) = (224)
- =5 450 974 1,424 450 974 1,424
T AR IR 3 10 13 3 10 13
R-ZEZEMEANA=1H 453 984 1,437 453 984 1,437
T AR IR 80 150 230 80 150 230
R-ZZERERA=1H 533 1,134 1,667 533 1,134 1,667
14. IR EFFEFRIE
RE AW
2005 2004 2005 2004
THT FHIT F#IT FH#T
U B ¥ 3 32 & (i EE23) 20,738 == 20,738 =
TS+ AR SRR (FiEE11) 559 559 531 531
Htb 1,407 3,297 1,315 2,550
22,584 3,081
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Notes

12. Investment in a Subsidiary
The subsidiary of the Institute is HKAAT.

13. Deferred Tax Assets

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

Group Institute
Accounting Accounting
depreciation depreciation
in excess of Other in excess of Other
tax temporary tax temporary
allowances differences Total allowances differences Total
HK$'000 HK$’'000 HK$’'000 HK$’000 HK$’'000 HK$'000
At 1 July 2003
— as previously reported 674 974 1,648 674 974 1,648
— effect of adopting HKAS 17 (224) - - (224) (224) - - (224)
— as restated 450 974 1,424 450 974 1,424
Credited to the Income Statement 3 10 13 3 10 13
At 30 June 2004 453 984 1,437 453 984 1,437
Credited to the Income Statement 80 150 230 80 150 230
At 30 June 2005 5313 1,134 1,667 5353 1,134 1,667
14. Deposits and Prepayments
Group Institute
2005 2004 2005 2004
HK$'000 HK$'000 HK$'000 HK$'000
Deposit on acquisition of properties (note 23) 20,738 -- 20,738 - -
Prepaid land lease expense (note 11) 559 559 531 531
Others 1,407 3,297 1,315 2,550
22,704 3,856 22,584 3,081
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B &

15. EMRITEE

%E |
2005 2004 2005 2004
FER FET FHET FHET
ERFRR 70,560 46,278 70,560 46,278
#&EFO 6,631 20,036 4,687 18,983
ERFA 2,850 6,136 875 4,388
HERE 57 31 44 25
80,098 72,481 76,166 69,674
EREREFRE ARF=EARUANBHER -
16. FEfHRRFOAEST &
RE |
2005 2004 2005 2004
FET FHET FHET FHET
BERAKA 9,411 8,376 9,203 7,931
SRR ERME 2,500 -- 2,500 --
Hfty 16,060 10,516 14,718 9,273
27,971 18,892 26,421 17,204

FoRENEAA ARYH-SYESHAEHR - SLERDLRTE  KHERENTLRAZES - —TTRF LA LRZSTRMEN - UEE
TERBEHBREZE  THSARRESHRARLERRAMIGAEAN I 20 - AFEREZRARENREERET2,500,0008 T - AERERLCESR
EECHRAMAEERR -
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Notes

15. Cash and Bank Balances

Group Institute
2005 2004 2005 2004
HK$'000 HK$’000 HK$’000 HK$°000
Fixed deposits 70,560 46,278 70,560 46,278
Savings accounts 6,631 20,036 4,687 18,983
Current accounts 2,850 6,136 875 4,388
Cash on hand 57 31 44 25
80,098 72,481 76,166 69,674
Fixed deposits are deposits with maturity dates of three months or less from dates of deposit.
16. Accounts Payable and Accruals
Group Institute
2005 2004 2005 2004
HK$'000 HK$'000 HK$'000 HK$°000
Employee benefit costs 9,411 8,376 9,203 7,931
Provision for legal expenses * 2,500 - - 2,500 - -
Others 16,060 10,516 14,718 9,273
27,971 18,892 26,421 17,204

* In June 2004, the Institute commenced disciplinary action against a member practice and a member by referring their cases to Disciplinary Committees.
In July 2005, the Disciplinary Committees heard and dismissed the cases on the grounds of insufficient evidence and ordered the Institute to pay 5/6
of the respondents’ costs occasioned by the disciplinary hearings. The Institute has provided HK$2.5m based on the claims filed by the respondents. The

Institute is seeking legal advice on the determinations of the Disciplinary Committees.
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17. EEEENELES

=] ANE
EEER BAES gzt EEES BXES st
2005 TFHT F#T F#T F#IT TFi#IT F#T
R-ZEZENELA—H  WHT23R 57,364 54,234 111,598 56,144 50,754 106,898
RNEBEHERE175E
VR B (MiEE2) 575 - 575 1,323 == 1,323
N-ZEZNELA—H - EF 57,939 54,234 112,173 57,467 50,754 108,221
SEELRHE oo 7,429 7,429 == 7,422 7,422
BAERHE == 1,107 1,107 - 534 534
FERERE 1,900 == 1,900 1,506 == 1,506
R-ZEZEREARA=1H 59,839 62,770 122,609 58,973 58,710 117,683
=] NG
LEER BEEAES gzt EEER BXES st
2004 THET FHT FHIT FH#IT THETT FH#IT
N=ZZBZ2=F+H—H  WH2K 55,511 46,196 101,707 54,703 43,309 98,012
RNEBEHERE175E
VR B (MiEE2) 341 - 341 1,094 == 1,094
N-ZBEZ=F+HA—H &I 55,852 46,196 102,048 55,797 43,309 99,106
eEEAHE oo 6,867 6,867 -- 6,867 6,867
BAERHE == 1,171 1,171 - 578 578
FERERE 2,087 == 2,087 1,670 == 1,670
R-ZEZENEABA=1+H 57,939 54,234 112,173 57,467 50,754 108,221
SEREMEEXRES:

() PENEXRESIRESENBENESBE - AUBE RER/ABEXASNNPBEYX - AFERBEFEQSEEE
BRASERBEWMNBEL DRI R300B T - 758 TRS0ET - BEHRENEEREEEFFRE -

(b) EXEHEMENEFESIRETERBENERRE - AURBR/IBAHSNMEENE - FARESEETERBEWE
HEBESRIAR100BIT(ZESNE  #)RE0BT(ZEZME : 808 T) ESHEBENHEHELEHEHEBEESEERE
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Notes
17. General and Capital Funds

Group Institute

General Capital General Capital
Fund Fund Total Fund Fund Total
2005 HK$’'000 HK$’'000 HK$’000 HK$'000 HK$’'000 HK$'000
At 1 July 2004 as previously reported 57,364 54,234 111,598 56,144 50,754 106,898
Effect of adopting HKAS17 (note 2) 575 -- 575 1,323 -- 1,323
At 1 July 2004 as restated 57,939 54,234 112,173 57,467 50,754 108,221
Capital levy from members - - 7,429 7,429 - - 7,422 7,422
Capital levy from students -- 1,107 1,107 -- 534 534
Surplus after tax for the year 1,900 -- 1,900 1,506 -- 1,506
At 30 June 2005 59,839 62,770 122,609 58,973 58,710 117,683

Group Institute

General Capital General Capital
Fund Fund Total Fund Fund Total
2004 HK$’'000 HK$’'000 HK$’000 HK$’'000 HK$’'000 HK$'000
At 1 July 2003 as previously reported 55,511 46,196 101,707 54,703 43,309 98,012
Effect of adopting HKAS17 (note 2) 341 - - 341 1,094 - - 1,094
At 1 July 2003 as restated 55,852 46,196 102,048 55,797 43,309 99,106
Capital levy from members -- 6,867 6,867 -- 6,867 6,867
Capital levy from students -- 1,171 1,171 -- 578 578
Surplus after tax for the year 2,087 - - 2,087 1,670 -- 1,670
At 30 June 2004 57,939 54,234 112,173 57,467 50,754 108,221

The Group has two capital funds:

(@) The capital fund of the Institute represents a capital levy from its members and students for the purpose of covering the
finance for the purchase, improvement and/or expansion of the Institute’s office premises. The rates of levy for the current
and immediate prior years were HK$300, HK$75 and HK$50 from each member, retired member and student respectively.
The rates of levy are decided annually by the Council.

(b) The capital fund of the HKAAT represents a capital levy from its members and students to meet further improvement and/or
expansion of the HKAAT's office premises. The rates of levy during the year were HK$100 (2004: nil) and HK$80 (2004:
HK$80) for each member and student respectively. The rates of levy are decided annually by the Board of HKAAT.
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18. EE1EFI
#®E A8
2005 2004 2005 2004
TFHT FH#T F#T F#T
4 - TEAEE 48,685 48,386 46,451 46,191
NEEHR 3,829 3,593 3,654 3,429
REBREBEZSES 587 192 604 179
53,101 52,171 50,709 49,799
EEAE
F4 120 116 108 104
FR 122 120 111 108
19. T EEBAESME
e RIRTEAL BAREF st gt
2005 2005 2005 2005 2004
EEfAE FH#IT THT FH#T FHT FHT
THRBRRIMES 2,182 360 327 2,869 1,402
AEMETRUER - - -- -- -- 1,716
2,182 360 327 2,869 3,118
FTEEEANEOREEERERTHARRAMET EEERETTWEMHE - —EEN/EREENTRATEZIMETE=

ZZENF - A - B LEURNEETEYBEE -
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Notes
18. Employee Benefits

Group Institute
2005 2004 2005 2004
HK$°000 HK$'000 HK$'000 HK$°000
Salaries, wages and allowances 48,685 48,386 46,451 46,191
Provident fund contributions 3,829 3,593 3,654 3,429
Ex-gratia payments to long-service staff 587 192 604 179
53,101 52,171 50,709 49,799
Number of staff

At beginning of year 120 116 108 104
At end of year 122 120 111 108

19. Key Management Personnel’s Remuneration

Performance Retirement

Salary bonus benefits Total Total
2005 2005 2005 2005 2004
Group & Institute HK$'000 HK$'000 HK$°000 HK$'000 HK$°000
Chief Executive & Registrar 2,182 360 327 2,869 1,402
Former Registrar & Secretary-General -- -- -- -- 1,716
360 327 2,869 3,118

2,182

Key management personnel comprise members of the Council and the Chief Executive & Registrar. Council members are not
remunerated. 2004/05 was the first full financial year in which the Chief Executive & Registrar held office since her appointment

on 1 January 2004.
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itz Notes
20 BIEALRS
SRR AL WE ARSI

2005 2004
FHT FHT
HASEEENEETHREALRS 442 761
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BB LB WEUEMER

EEHEEEEREFEBEALMETZIEAR
SUT(TEEERERAELEES 2WENSEMN
BESZ) :

() PERBEEEH. BEMRHSTEMTHR BER
NEHERENESYN  NEYH.BERHSE
EM{TZ1+370,0005& Tt (== Z M4 : 700,000

BIT)
(i) P EEBE IR KES TSI Z{172,00058
T EAZEERE A SEES TR X4

HME  BE-Z2ONFAA=THILFE
NEMBEIRKES ISR {$61,000/8
T ERREERAASREFERNATES
THEHSERBOME -

RAFERBEIFE  ETEESHEREH F
ERSEMITRERRKESTMEEANG
BA o

(a) Members of the Institute’s Council

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

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

(i) An amount of HK$370,000 (2004: HK$700,000) was paid to
Deloitte Touche Tohmatsu pursuant to contracts awarded for
development of the Institute’s professional programme;

(i) An amount of HK$72,000 was paid to PricewaterhouseCoopers
for assisting the Institute with the drafting of certain technical
materials. For the year ended 30 June 2004, an amount of
HK$61,000 was paid to PricewaterhouseCoopers for various
services provided to the Institute such as giving lectures and
providing venues for authorized supervisor workshops.

In both the current and prior years, certain Council
members were partners of Deloitte Touche Tohmatsu and
PricewaterhouseCoopers.



FisE Notes

20. Related Party Transactions

During the year, the Group had the following material transactions with its related parties:

2005 2004
HK$'000 HK$'000
Members of the Institute’s Council 442 761

(b) EREHEMAEETES
RS LASETEESIRE —DEEROMA
¥ EEBBETENAEEE  AAEER
FEERMTH  BBRFHEESEIFEES
A AEEESMFRRRAASESEEE
BETEANEBERERERE -

[EARAMETER] HP —FHH
1,176,00058 7T (=T Z /U4 : 1,198,00058 7T)
REARENEBSHMAESETESOTR - &
FRALFIET - TEHRE - ARBHGEE -

i BEZEZRFER-BENFAA=TAH
EEREEEEPIENEEASEEERNERA
BREALTEANATINVNE  EREEMERE
HERH - WAFIREBRREM S - A
5 PASETHBRERNLTARFES - £
AMAEEEENEREBAEA T NN RELE
K e

(b) The HKICPA Trust Fund
The HKICPA Trust Fund is established under a trust deed for the
purpose of relieving members of the Institute in need. The Trustees
comprise the Institute’s President, the immediate Past President and
the Chairman of the Administration, Finance and Remuneration
Committee. Donations to the Trust Fund are made at the discretion
of the Institute’s Council on the recommendation of the Trustees.

Included in “Accounts payable and accruals” is an amount of
HK$1,176,000 (2004: HK$1,198,000) due to the HKICPA Trust
Fund. The amount is unsecured, interest-free and repayable
on demand.

In addition, for the years ended 30 June 2005 and 2004, in the normal
course of operations, the Group paid honoraria to recipients, some of
whom are Council members or parties related to Council members,
for various services provided to the Group such as giving lectures and
providing venues for training courses, marking of examination scripts,
contributing articles to the Group’s publications and reviewing of
listed companies’ annual reports. The total amount paid to Council
members or parties related to Council members in this relation was
not significant.

137



Bf#%5¥#R3R Financial Statements

B EE
21. #iE
SEEMASAREERNAENT ¢

2005 2004
F#T F#T
a. BRKIE
EEEERTY :
HEE A B AR B EE B RN 15,000 oy
AAENIEEXTEMRETERRERNERSN I H - 800
EHENEES T
BEARREREBYHE 186,645 o
A LSRR EEEBERFEREEASNTH == 840
HREFTRERLNTH 67 118
BEARKELLLE 201,712 1,758
b. EEHERIE
AER-EERFANA=THRMERAZEFTIAMELSLHE - REZEFRAHESCLHERNNEARERSEBENT ¢
2005 2004
G F#T TFH#T
AR—FRX(:
—FERERNELY == 30
—ZRERNERWEY 422 407
422 437
AR —FERERFERNLf 94 492

516 929

138



Notes

21. Commitments

The Group and the Institute had the following commitments at the balance sheet date:

2005 2004

HK$'000 HK$'000
a. Capital Commitments
Authorized but not contracted for:
Costs for renovating the newly purchased properties in Wu Chung House 15,000 --
Expenditure for the development of an electronic submission and database
system for the Institute’s practice review programme -- 800
Contracted but not provided for:
Purchase of two floors of property in Wu Chung House 186,645 --
Expenditure for development of a membership management system and
customer relationship management system for the Institute’s database -- 840
Expenditure for the development of e-Voting system 67 118
Total capital commitments 201,712 1,758

b. Operating Lease Commitments

The Institute had two operating leases on office buildings as at 30 June 2005. The total future minimum lease payments under

the non-cancellable operating leases are payable as follows:

2005 2004

The Institute HK$'000 HK$'000
Payable within one year:

Lease expiring within one year -- 30

Lease expiring between one and five years 422 407

422 437

Payable after one but within five years 94 492

516 929
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BifEE
22. sREh

NEEARLEBRPESIEL TEENRN - FRARMNEBLRERRLEBAIERERE - EEBFRRMGRRE
AEBEREREFANER ESERRADAERBROTEMBE - BILWEMELRE -

23. #EREBEE

R-BTREFMA-TAL  ARETHEBASTEEEAER2I3BHCABEI2E2EROTELE  RESHS
103,000,00038 75 104,382,000 7% « SHR PR —STHFLA/NARA °

MRS2E2BYRAEL - MUSRNETREE=S—BF+=ABER ° Bit - ARR-BBEFNA=AHTHR -
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Notes

22. Litigation

The Institute is involved in litigation with certain members arising in the ordinary course of business. The total amount of
legal costs of the outstanding cases cannot be determined at this stage. Having considered the outstanding cases and
with the Institute’s past experience in similar types of litigation, the Council is of the opinion that the possibility of an
outflow of resources in settlement is remote and accordingly no provision has been made.

23. Events after the Balance Sheet Date

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

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

Following the purchase of the two floors of property in Wu Chung House, the Council is reviewing the need to sell a
part or the whole of its existing office premises located at the 4" floor and Unit 803 of Tower Two, Lippo Centre, 89
Queensway, Hong Kong.
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Report of the Auditors

To the Trustees of The HKICPA Trust Fund

We have audited the HKICPA Trust Fund Account (Trust Fund Account) on pages 144 to 149, which has been
prepared in accordance with accounting principles generally accepted in Hong Kong.

Respective responsibilities of the Trustees and Auditors

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

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

Basis of opinion

We conducted our audit in accordance with Statements of Auditing Standards issued by the Hong Kong Institute of
Certified Public Accountants. An audit includes examination, on a test basis, of evidence relevant to the amounts
and disclosures in the Trust Fund Account. It also includes an assessment of the significant estimates and judgements
made by the Trustees in the preparation of the Trust Fund Account, and of whether the accounting policies are
appropriate to the Trust's circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance as to whether the Trust Fund
Account is free from material misstatement. In forming our opinion we also evaluated the overall adequacy of the
presentation of information in the Trust Fund Account. We believe that our audit provides a reasonable basis for
our opinion.

Opinion
In our opinion the Trust Fund Account gives a true and fair view of the state of the Trust Fund as at 30 June 2005
and of its deficit for the year then ended.

Wong Brothers & Co.

Certified Public Accountants
Hong Kong, 18 October 2005
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Statement of Income and Expenditure
For the year ended 30 June 2005

2005 2004
Note HK$ HK$
Income

Donations received 8,500 2,000

Expenditure
Grants to members 5 21,500 29,300
Legal fee for renaming of the fund 10,081 --
Printing 100 - -
Bank charges 325 300
(32,006) (29,600)
Deficit for the year (23,506) (27,600)
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Trust Fund Account
As at 30 June 2005

2005 2004
Note HK$ HK$
Current Assets
Amount due from the Hong Kong Institute of Certified Public Accountants 6 1,176,144 1,197,744
Short-term loans to members 7 84,170 113,670
Bank balance 37,594 10,000
1,297,908 1,321,414
Accumulated Funds
Balance brought forward 1,321,414 1,349,014
Deficit for the year (23,506) (27,600)
Balance carried forward 1,297,908 1,321,414
Approved by the trustees on 18 October 2005
Edward K.F. CHOW Roger BEST Wilson FUNG
President Immediate Past President Chairman, Administration,

Finance and Remuneration Committee
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Notes
1. Change of Name

The name of the Hong Kong Society of Accountants was changed to
the Hong Kong Institute of Certified Public Accountants on 8 September
2004. The name of the Trust Fund was changed accordingly.

2. Statement of Compliance

The Trust Fund Account has been prepared in accordance with Hong
Kong Financial Reporting Standards (HKFRSs).

3. Purpose of the Trust Fund

Under a trust deed dated 21 January 1998 together with an initial sum
of HK$345,000 donated by The Hong Kong Institute of Certified Public
Accountants (the “Institute”), The HKICPA Trust Fund was set up for the
relief of poverty of members of The Hong Kong Institute of Certified
Public Accountants and their dependants. The Fund is held in trust by
the President, the immediate past president and the Chairman of the
Administration, Finance and Remuneration Committee (formerly known
as Administration and Finance Committee) of the Institute as trustees.
The Fund, being a charitable trust, is exempt from tax under Section
88 of the Inland Revenue Ordinance.

4. Principal Accounting Policies
Donations

Donations are recognised on a receipt basis.

FRIEMSEM B S 21,5008 T (ZFZWE : 29,300/8 ) » HHSESFBMBEE  FHOT ¢

2005 2004

AT AT

AUZNRAENFESE 21,400 19,300
R SERE 100 10,000
21,500 29,300
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Notes

5. Grants to Members

During the year, grants totalling HK$21,500 (2004: HK$29,300) were paid to help alleviate members facing financial

hardship in the following manner:

2005 2004

HK$ HK$

For payment of the annual subscriptions to the Institute 21,400 19,300
For payment of subsistence 100 10,000
21,500 29,300

6. ERETMAERMARIE
RS ASENMTELEER - AL AR
BAREE -

7. AT EEHENER
DEARDMAR R84, 1702 RS o B
& B E I R BT RO ST E LGRS 2
BH WCBBHEEALS+ABRARTAE00ER
(CBEMF:82,1807T) - HEBBERREHES
WRMEHESEN -

6. Amount due from the Hong Kong Institute of
Certified Public Accountants

The amount due from the Hong Kong Institute of Certified Public
Accountants is unsecured, interest-free and repayable on demand.

7. Short-term Loans to Members

Included in the loans are balances of HK$84,170 due by two members.
Due to financial difficulty, these members failed to make the agreed
monthly repayments to the Trust Fund in the aggregate of HK$74,880
as at 30 June 2005 (2004: HK$82,180). They have promised to continue
making repayments to the Fund when their financial resources improved.
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Report of the Auditors

To the Trustees of The HKICPA Charitable Fund

We have audited the HKICPA Charitable Fund Account (Charitable Fund Account) on pages 152 to 163, which has
been prepared in accordance with accounting principles generally accepted in Hong Kong.

Respective responsibilities of the Trustees and Auditors

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

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

Basis of opinion

We conducted our audit in accordance with Statements of Auditing Standards issued by the Hong Kong Institute of
Certified Public Accountants. An audit includes examination, on a test basis, of evidence relevant to the amounts
and disclosures in the Charitable Fund Account. It also includes an assessment of the significant estimates and
judgements made by the Trustees in the preparation of the Charitable Fund Account, and of whether the accounting
policies are appropriate to the Charitable Fund’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance as to whether the Charitable
Fund Account is free from material misstatement. In forming our opinion we also evaluated the overall adequacy
of the presentation of information in the Charitable Fund Account. We believe that our audit provides a reasonable
basis for our opinion.

Opinion
In our opinion the Charitable Fund Account gives a true and fair view of the state of the Charitable Fund as at 30
June 2005 and of its deficit for the year then ended.

Wong Brothers & Co.

Certified Public Accountants
Hong Kong, 18 October 2005
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Income Statements of General and Specific Funds
For the year ended 30 June 2005

2005 2004
General  Specific General  Specific
fund fund Total fund fund Total
Note HK$ HK$ HK$ HK$ HK$ HK$
Income
Donations received 5 207,524 -- 207,524 615,467 110,000 725,467
Interest received 263 - - 263 94 -- 94
207,787 -- 207,787 615,561 110,000 725,561
Expenditure
Charitable event 6 221,609 -- 221,609 114,462 - - 114,462
Charitable donations 7 250,000 -- 250,000 260,000 330,000 590,000
(471,609) -- (471,609) (374,462) (330,000) (704,462)
Net (deficit) / surplus for the year 8 (263,822) -- (263,822) 241,099 (220,000) 21,099
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Balance Sheet
As at 30 June 2005

2005 2004
Note HKS$ HK$
Current Assets
Bank balances 414,236 397,477
Current Liabilities
Accounts payable (280,581) - -
133,655 397,477
Accumulated Funds
General fund 8 88,718 352,540
Specific fund 8 44,937 44,937
133,655 397,477

Approved by the trustees on 18 October 2005

Edward K.F. CHOW Roger BEST
President Immediate Past President

Susanna CHIU
Chairman,

Community Services Committee

155



EEBEHEI AR ZEES The HKICPA Charitable Fund

156

BifEE
1. EXETE

HESHEAASNR -ZSZ4F 1, B )\ B #E % 32 5 B Hong Kong Society of Accountantsgf Hong Kong Institute of Certified
Public Accountants » MZZE S ZBIE MIEEEXR ©

2. IR
BREHMASREESIRENRETBMBMELRFER -

.EEESZRE
BEREHMASREESRRBN "S- F+ - A-HIUNGERRAKRYL  F—REZAR - EENZTEARLEE
R LEERRUHEEBETHZESERE - R\ (BBIEM) 5881k EEBREEFTES  IREHH -

4. TEEETBUR
E=E
BRRERESERAR

5. FTltARR

() EFRELCIAHERZE] B8 — MARBEAESRIBEASHE
ZEESN-ZZ=FHAACHELA+TLASME  EMEARRSTERZEEISEN SRV AERE] &
B RRABBREEN ARSI FRAFMAEE  UAREOELRINATENAESHE - RRAZEEHHKS
REEETRE -

(i) 7Reh 4 PR 355 184 472004
BRETMASHELRERLHE( (T4 R-ZZNF+ A+ -HEM [REBERERHE2004] - IR
BHOBEREEMERY  EMEERERE  UATBMRNREEFRRNER - RIOFTHNAESSTFE - BORE
IRELEEEYRESORRNEY  SREBEREESHILASEEESUEPHELETEAL - RIVEBHNNX
SABBES -



Notes
1. Change of Name

The name of the Hong Kong Society of Accountants was changed to the Hong Kong Institute of Certified Public Accountants
on 8 September 2004. The name of the Fund was changed accordingly.

2. Statement of Compliance
The HKICPA Charitable Fund Account has been prepared in accordance with Hong Kong Financial Reporting Standards (HKFRSs).

3. Purpose of the Charitable Fund

The HKICPA Charitable Fund was set up under a trust deed dated 2 December 2001 for general charitable purposes. Its
trustees are the President, the immediate past president and the Chairman of the Community Services Committee of the
Hong Kong Institute of Certified Public Accountants. The Fund, being a charitable trust, is exempt from tax under Section
88 of the Inland Revenue Ordinance.

4. Principal Accounting Policies
Donations

Donations are recognised on a receipt basis.

5. Donations Received

(i) Accountants Care Campaign — A Tribute to Frontline Healthcare and Support Workers
The Charitable Fund launched the Accountants Care Campaign during the period from 2 May 2003 to 15 July 2003
in cooperation with the Hong Kong offices of two international accounting bodies. The funds from the campaign
played a part in contributing to the efforts to contain Atypical Pneumonia and to pay tribute to those who were directly
involved for their selfless work. The income and expenditure of the campaign were dealt with as specific fund.

—~
=

PlayStreetco2004

The HKICPA Charitable Fund co-organised PlayStreetco2004 with Playright Children’s Play Association (Playright) on
12 December 2004. The aims were to promote the value and importance of play across generations to foster family
relations and enrich the family lives of Hong Kong people. The net proceeds raised at this event went partly to Playright
to support its play development projects and partly to the HKICPA Charitable Fund to help the needy in the community.
The income and expenditure of the event were dealt with as general fund.
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158



Notes
6. Charitable Event

2005 2004
General Specific General Specific
fund fund Total fund fund Total
HK$ HK$ HKS$ HKS$ HKS$ HK$
PlayStreet co (2004: Charity Walk)
Event management 146,597 - 146,597 43,910 -- 43,910
Event set up 64,097 - 64,097 32,800 -- 32,800
Prize and souvenirs - - - - - 3,020 -- 3,020
Rental of audio equipment -- - -- 5,000 -- 5,000
Travelling expenses - - - - - 2,400 - - 2,400
Legal fee 10,340 - 10,340 -- -- --
Bank charges 325 - 325 304 -- 304
Printing and stationery 250 - 250 24,655 -- 24,655
Sundry expenses - - - - - 2,373 - - 2,373
221,609 - 221,609 114,462 -- 114,462
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2005 2004
TEESE BHEES wrr TEEE  BeER st
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- RN EREHS -- -- -- 10,000 == 10,000
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- EXNHE KR -- -- -- 10,000 -- 10,000
- BB NABRREHEHAESRERAR 10,000 == 10,000 - - - ==
- BERPEE 10,000 == 10,000 - - == ==
- EE 5,000 - - 5,000 -- == =
— Rotary District 3450 Charitable Fund Ltd 5,000 - - 5,000 - - - --
-BBLHKS 10,000 == 10,000 - - - ==
- REEFES 10,000 == 10,000 - - == ==
-ERATFERERRLS 200,000 - - 200,000 -- == =
250,000 - 250,000 260,000 330,000 590,000
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Notes

7. Charitable Donations

2005 2004
General Specific General Specific
fund fund Total fund fund Total
HKS$ HKS$ HKS$ HKS$ HKS$ HKS$
Accountants Care Campaign
— Mong Kok Kai Fong Association Ltd
Chan Hing Social Service Centre - - - - - - - - 40,000 40,000
— Hong Kong Evangelical Church
Social Service -- -- -- -- 40,000 40,000
— S.K.H. Lady MacLehose Centre - - - - - - - - 40,000 40,000
— Association for Engineering and
Medical Volunteer Services -- -- -- -- 40,000 40,000
— Service Coordination Office of ELCSS-HK - - - - - - - - 40,000 40,000
— The University of Hong Kong -- -- -- -- 130,000 130,000
Other Donations
— Playright - - - - - - 220,000 - - 220,000
— Carnation Women's Association - - - - - - 10,000 - - 10,000
— Hong Kong Council of Social Service -- -- -- 10,000 -- 10,000
— Tung Wah Group of Hospitals -- -- -- 10,000 -- 10,000
— QualiEd Education Organisation Ltd -- -- -- 10,000 -- 10,000
— The Education Foundation of
the Federation of the Alumni
Associations of the Chinese
University of Hong Kong Ltd 10,000 -- 10,000 -- -- --
— Caritas Hong Kong 10,000 -- 10,000 -- -- --
— Heep Hong Society 5,000 -- 5,000 -- -- --
— Rotary District 3450 Charitable Fund Ltd 5,000 -- 5,000 -- - - - -
— The Community Chest of Hong Kong 10,000 -- 10,000 -- -- --
— Children’s Cancer Foundation 10,000 -- 10,000 -- -- --
— Hong Kong Red Cross South
Asia Relief Fund 200,000 - - 200,000 -- -- --
250,000 -- 250,000 260,000 330,000 590,000
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2005 2004
TEES HEES st TEES HEEE st
ET ET #T #IT #IT #IT
F4) 352,540 44,937 397,477 111,441 264,937 376,378
FE(BAL)/ B ER (263,822) == (263,822) 241,099 (220,000) 21,099

FR 88,718 44,937 133,655 352,540 44,937 397,477
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FisE Notes

8. General and Specific Funds

2005 2004

General Specific General Specific
fund fund Total fund fund Total
HK$ HK$ HK$ HK$ HK$ HK$
At beginning of year 352,540 44,937 397,477 111,441 264,937 376,378
(Deficit) / surplus for the year (263,822) - - (263,822) 241,099 (220,000) 21,099
At end of year 88,718 44,937 133,655 352,540 44 937 397,477
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