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Report of Auditors

W52 3¢

Independent auditor's report to Hong Kong Council for
Academic Accreditation (Established under the Hong Kong
Council for Academic Accreditation Ordinance)

We have audited the financial statements of the Hong Kong
Council for Academic Accreditation (the “Council”) set out on
pages 82 to 103 which comprise the balance sheet as at 31
March 2007 and the income and expenditure statement, the
statement of changes in reserves and the cash flow statement
of the Council for the year then ended and a summary of

significant accounting policies and other explanatory notes.

The Council’s responsibility for the financial
statements

The Councilis responsible for the preparation and the true and
fair presentation of these financial statements in accordance
with Hong Kong Financial Reporting Standards issued by
the Hong Kong Institute of Certified Public Accountants.
This responsibility includes designing, implementing and
maintaining internal control relevant to the preparation and
the true and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and
making accounting estimates that are reasonable in the

circumstances.
Auditor’s responsibility

Our responsibility is to express an opinion on these financial
statements based on our audit. This report is made solely
to you, as a body, in accordance with section 15 of the
Hong Kong Council for Academic Accreditation Ordinance
(Cap.1150), and for no other purpose. We do not assume
responsibility towards or accept liability to any other person
for the contents of this report.
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We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants. Those standards require that
we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance as to whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation
and true and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the
circumstances, butnotforthe purpose of expressing anopinion
on the effectiveness of the entity’s internal control. An audit
also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting
estimates made by the Council, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit

opinion.
Opinion

In our opinion, the financial statements give a true and fair view
of the state of affairs of the Council as at 31 March 2007 and of
its surplus and cash flows for the year then ended in accordance

with Hong Kong Financial Reporting Standards.

KPMG

Certified Public Accountants
Hong Kong

28 September 2007
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Income and expenditure statement

W< EEx

for the year ended 31 March 2007
#HZE200743A31HILFE

(Expressed in Hong Kong dollars)
(AEETTR)

Note Fff=E 2007 2006
$ $
Income YA
Accreditation fees 1 #E & 15,966,594 15,879,185
Advisory and consultancy fees %A FIEER & 10,000,676 10,022,930
Qualifications assessment fees &L & 5,859,416 4,168,387
Government grants EUF## B 10 5,981,589 7,836,185
Investment income % & WA 3 2,051,516 2,508,397
Other income EAHA 18,209 5,753
39,878,000 40,420,837
82 < Expenditures it
Staff costs & T 4(a) 21,298,184 14,245,847
Administrative expenses 1T & A 8,007,346 7,607,394
Direct accreditation/consultancy costs 8,442,659 10,968,206
BEEE /BRI
Council meeting and committee expenses 877,416 661,327
rRgEkEESTH
38,625,605 33,482,774
Surplus for the year ZNFE R 4 1,252,395 6,938,063
Accumulated surpluses brought forward 44.752,672 37,814,609
FYRFEE
Accumulated surpluses carried forward 46,005,067 44,752,672

FARRTEER

The notes on pages 88 to 103 form part of these financial statements.
5| E R 5887 103 B MY 3T AR IS MR A — 5
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Balance sheet
BEEESER
as at 31 March 2007
M20074F3H31H
(Expressed in Hong Kong dollars)
(LABESI)7R)
Note FfizE 2007 2006
$ $
Non-current assets JEREIE &=
Fixed assets [&E & & 6 4,544,345 4,651,714
Investments & & 7 34,035,505 13,139,473
38,579,850 17,791,187
Current assets REIEE
Accounts receivable and deposits FEWBR R ML & 3,485,229 3,435,895
Grants receivable f&U # B 1,711,381 1,059,930
Investments &4 8 1,760,000 1,408,000
Cash and cash equivalents IR & &8 & EEY 9 15,030,858 34,746,782
21,987,468 40,650,607
Current liabilities BN & &
Deferred government grants #EXEKFT B 10 2,260,000 -
Receipts in advance FEU X 11 4,289,700 5,905,219
Other payables and accruals Efb ERTBRF K fEHE A 2,528,963 4,283,124
Provision for staff gratuities 8 T 49/ B &2 12 1,741,633 1,125,701
10,820,296 11,314,044
Net current assets RENE EFE 11,167,172 29,336,563
Total assets less current liabilities E EAEBRABEE 49,747,022 47,127,750
Non-current liabilities IERBIE&E
Provision for staff gratuities 8 T 4);m B % 12 - 375,120
Provision for office reinstatement cost ¥t/ &= E &R AR 1,235,310 1,176,485
1,235,310 1,551,605
Net Assets EEFE 48,511,712 45,576,145
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Balance sheet (continued)

BEEREXR(A)

as at 31 March 2007
200743 A31H

(Expressed in Hong Kong dollars)
(AEETTR)

Note KfizE 2007 2006
$ $

Reserves &
Accumulated surpluses 25T &#k 46,005,067 44,752,672
Investment revaluation reserve & B 5 13 2 506,645 823,473
48,511,712 45,576,145

Approved and authorised for issue by the Council on 28 September 2007

R B20074E9 A28 A% I 5 A BEH o

»(74 £ s

Dr York Liao B#)7 {81, SBS, JP
Chairman =&

The notes on pages 88 to 103 form part of these financial statements.
5l E R 25887 103 B MY 3T AR IS MR A — 5

Peter P T Cheung 5k &2
Executive Director %%
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Statement of changes in reserves
RERBR
for the year ended 31 March 2007
HZE200743AMBILEFE
(Expressed in Hong Kong dollars)
(ABESITR)

Note FfzE 2007 2006

$ $

Balance at 1 April 74 A1H MR 45,576,145 37,603,759
Surplus on revaluation of available 13 1,683,172 1,061,873
for sale equity securities
BRI HEHERARE FH B ER
Transfer to income and expenditure statement 13 - (27,550)
BAN S EE R
Surplus for the year 2N F E & &4 1,252,395 6,938,063
Balance at 31 March /A3 A31H K& 48,511,712 45,576,145

The notes on pages 88 to 103 form part of these financial statements.
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Cash flow statement
HERER

for the year ended 31 March 2007
#HZE200743A31HILFE

(Expressed in Hong Kong dollars)
(AEETITR)

Surplus for the year REE R &

Adjustments for FH#EIEHE :

- Depreciation #T&

- Loss on disposal of fixed assets K& EF & EEE

- Dividend income from investments & % 848 A

- Interest income | BU A

- Gain on sales of investments H &% & U zs

- Unrealised holding gain on trading securities
BERFOARERFE WS

- Imputed finance charge on provision for office
reinstatement cost & #F A E BIEN AN EFHTEE R

Operating surplus before changes in working capital
LCEETRHRKERR

Decrease/(increase) in accounts receivable and deposits
FEWBR R B dZ A / ($hn)

Increase in grants receivable

JE L7 B3

Increase/(decrease) in deferred government grants
EIEBUFABIE M / CRid)

(Decrease)/increase in receipts in advance

FEUGR ORid) / 1840

(Decrease)/increase in other payables and accruals
Hip RN BRSNSt E R OBl /15N

Increase in provision for staff gratuities

BT BN & 2= IE N

Increase in provision for office reinstatement cost

WMAEBIERAERIE N

Note FffsF 2007 2006
$ $
1,252,395 6,938,063
1,261,647 1,002,110
- 1,066,168
(328,811) (438,640)
(1,370,705) (820,807)
- (1,050,950)
(352,000) (198,000)
58,825 -
521,351 6,497,944
166,275 (2,044,801)
(651,451) (1,059,930)
2,260,000 (6,701,291)
(1,615,519) 4,519,939
(1,754,161) 2,520,703
240,812 136,075

- 1,176,485
(832,693) 5,045,124

Cash (used in)/generated from operating activities

REEE (FEM) | FrSRE

The notes on pages 88 to 103 form part of these financial statements.
5B N 88E F103E MM T AR SR — B 5
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Cash flow statement (continued)
ReRmEk ()
for the year ended 31 March 2007
HZE200743AMBILEFE
(Expressed in Hong Kong dollars)
(ABESITR)

Note BfizE 2007 2006

$ $

Cash flows from investing activities
RETBHEENRERE
Payment for purchase of fixed assets BAEFE & E MR (1,154,278) (4,671,911)
Payment for purchase of investments B A& {7k (19,212,860) (3,903,600)
Proceeds from sales of investments &% & TS 708 - 3,433,300
Interest received Pl FI & 1,155,096 820,807
Dividend received P % & 328,811 438,640
Net cash used in investing activities (18,883,231) (3,882,764)
REZEHEARE 0 oo s
Net (decrease)/increase in cash and cash equivalents (19,715,924) 1,162,360
RERRSEEY (D) / 1BINFEE
Cash and cash equivalents at the beginning of the year 34,746,782 33,584,422
FHRERBEZEEY
Cash and cash equivalents at the end of the year 9 15,030,858 34,746,782
FREERRSEEY

The notes on pages 88 to 103 form part of these financial statements.
PN EBBE F103E MM T AR EIRERH —265 ©
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Notes on the financial statements
(Expressed in Hong Kong dollars)

1 Status of the Council

Hong Kong Council for Academic Accreditation (the
“Council”) is a body corporate established under the Hong
Kong Council for Academic Accreditation Ordinance. It
provides authoritative advice to the Government of the Hong
Kong Special Administrative Region (the “Government”) on
the academic standards of degree/sub-degree courses in the
higher education institutions in Hong Kong and the registration
of non-local academic and professional courses, and also on
educational standards and qualifications generally.

The Council is financed through the charging of fees for
academic accreditation services rendered which include
validations, revalidations, institutional reviews, qualifications
assessments and advisory/consultancy services.

In the event that the Council anticipates a temporary shortfall
in its operating budget, the Government may provide a
subvention on a discretionary basis. The Council may
accumulate reserves to reduce or remove the need for any
such additional funding from the Government. Any surplus
in excess of approved reserves shall be carried forward to
the following financial year to offset expenditure required for

the operations of the Council.

2 Significant accounting policies

(a) Statement of compliance
These financial statements have been prepared in
accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRS”), which collective term
includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
("HKAS”) and Interpretations issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”) and
accounting principles generally accepted in Hong Kong.
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A summary of the significant accounting policies adopted
by the Council is set out below.

The HKICPA has issued certain new and revised HKFRSs
that are first effective or available for early adoption for the
current accounting period of the Council. The adoption
of the new and revised HKFRSs has no significant impact
on the financial statements of the Council for the current

and prior accounting years.

The Council has not applied any new standard or
interpretation that is not yet effective for the current
accounting period (note 17).

Basis of preparation of the financial statements

The measurement basis used in the preparation of the
financial statements is the historical cost basis except
that the investments in securities are stated at fair value
as explained in the accounting policies set out below.

The preparation of financial statements in conformity with
HKFRSs requires management to make judgements,
estimates and assumptions that affect the application
of policies and reported amounts of assets, liabilities,
income and expenses. The estimates and associated
assumptions are based on historical experience and
various other factors that are believed to be reasonable
under the circumstances, the results of which form the
basis of making the judgements about carrying values
of assets and liabilities that are not readily apparent
from other sources. Actual results may differ from these
estimates.

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is
revised if the revision affects only that period, or in the
period of the revision and future periods if the revision
affects both current and future periods.

(b)
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(c) Investments in securities

The Council’s policies for investments in securities are as

follows:

(i)

(i)

Investments in securities held for trading are
classified as current assets and are initially stated
at fair value. At each balance sheet date the fair
value is remeasured, with any resultant gain or loss
being recognised in the income and expenditure
statement.

Dated debt securities that the Council have the
positive ability and intention to hold to maturity are
classified as held-to-maturity securities. Held-to-
maturity securities are initially recognised in the
balance sheet at fair value plus transaction costs.
Subsequently, they are stated in the balance sheet

at amortised cost less impairment losses (see note

2(e)).

(i) Other investments in equity securities are classified

as available-for-sale securities and are initially
recognised at fair value plus transaction costs. At
each balance sheet date the fair value of the securities
is remeasured, with any resultant gain or loss being
recognised directly in investment revaluation reserve,
except for impairment losses (see note 2(e)). When
these investments are derecognised, the cumulative
gain or loss previously recognised directly in
investment revaluation reserve is recognised in the

income and expenditure statement.

(iv) Investments are recognised/derecognised onthe date

the Council commits to purchase/sell the investments
or they expire.

(d) Fixed assets

Fixed assets are stated in the balance sheet at cost less

accumulated depreciation and impairment losses (see
note 2(e)).
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Depreciation is calculated to write off the cost of items of
fixed assets, less their estimated residual value, if any,
using the straight line method over their estimated useful
lives as follows:

— Leasehold improvements Over the remaining
term of the lease

— Furniture and equipment 5vyears

Both the useful life of an asset and its residual value, if

any, are reviewed annually.

Gains or losses arising from the retirement or disposal of
an item of fixed assets are determined as the difference
between the net disposal proceeds and the carrying
amount of the item and are recognised in the income
and expenditure statement on the date of retirement or

disposal.

(e) Impairment of assets

(i) Impairment of investments in debt and equity
securities and receivables

Investments in debt and equity securities and
receivables that are stated at cost or amortised cost
or are classified as available-for-sale securities are
reviewed at each balance sheet date to determine
whether there is objective evidence of impairment.
If any such evidence exists, any impairment loss is

determined and recognised as follows:

- For unquoted equity securities and receivables that
are carried at cost, the impairment loss is measured
as the difference between the carrying amount of the
financial asset and the estimated future cash flows,
discounted at the current market rate of return for a
similar financial asset where the effect of discounting
is material. Impairment losses for receivables are
reversed if in a subsequent period the amount of the
impairment loss decreases. Impairment losses for
equity securities are not reversed.
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For financial assets carried at amortised cost, the
impairment loss is measured as the difference
between the asset’s carrying amount and the
present value of estimated future cash flows,
discounted at the financial asset’s original effective
interest rate (i.e. the effective interest rate computed
at initial recognition of these assets).

If in a subsequent period the amount of an
impairment loss decreases and the decrease can
be linked objectively to an event occurring after the
impairment loss was recognised, the impairment
lossisreversedthroughthe income and expenditure
statement. A reversal of an impairment loss shall
not result in the asset’s carrying amount exceeding
that which would have been determined had no

impairment loss been recognised in prior years.

For available-for-sale equity securities, the
cumulative loss that had been recognised directly
in investment revaluation reserve transferred
to the income and expenditure statement. The
amount of the cumulative loss that is transferred
to in the income and expenditure statement is the
difference between the acquisition cost (net of
any principal repayment and amortisation) and
current fair value, less any impairment loss on that
asset previously recognised in the income and

expenditure statement.

Impairment losses recognised in the income and
expenditure statement in respect of available-for-
sale equity securities are not reversed through the
income and expenditure statement. Any subsequent
increase in the fair value of such assets is recognised

directly in investment revaluation reserve.
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(ii) Impairment of fixed assets

Internal and external sources of information are
reviewed at each balance sheet date to identify
indications that fixed 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. An impairment loss is
recognised in the income and expenditure statement
whenever the carrying amount of an asset exceeds
its recoverable amount. The recoverable amount
of an asset is the greater of its net selling price and
value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current
market assessments of time value of money and
the risks specific to the asset. An impairment loss
is reversed if there has been a favourable change
in the estimates used to determine the recoverable

amount.

Areversal ofimpairment 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 and expenditure statement in the year

in which the reversals are recognised.

(f) Leased assets ()
An arrangement, comprising a transaction or a series
of transactions, is or contains a lease if the Council
determines that the arrangement conveys a right to use
a specific asset or assets for an agreed period of time
in return for a payment or a series of payments. Such
a determination is made based on an evaluation of
the substance of the arrangement and is regardless of

whether the arrangement takes the legal form of a lease.
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(9)

(h)

(i)

)

Where the Council has the use of assets under operating
leases, payments made under the leases are charged to
the income and expenditure statement in equal instalments
over the accounting periods covered by the lease term,
except where an alternative basis is more representative of
the pattern of benefits to be derived from the leased asset.
Lease incentives received are recognised in the income and
expenditure statement as an integral part of the aggregate
net lease payment made. Contingent rentals are charged
to the income and expenditure statement in the accounting

period in which they are incurred.

Trade and other receivables

Trade and other receivables are initially recognised at fair
value and thereafter stated atamortised costlessimpairment
losses for bad and doubtful debts, except where the effect
of discounting would be immaterial. In such cases, the
receivables are stated at cost less impairment losses
for bad and doubtful debts (see note 2(e)).

Trade and other payables

Trade and other payables are initially recognised at fair
value and thereafter stated at amortised cost unless the
effect of discounting would be immaterial, in which case
they are stated at cost.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and
on hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments that
are readily convertible into known amounts of cash and
which are subject to an insignificant risk of changes in
value, having been within three months of maturity at
acquisition.

Employee benefits

Salaries, annual bonuses, paid annualleave, contributions
to defined contribution retirement plans and the cost of
non-monetary benefits are accrued in the year in which
the associated services are rendered by employees.

(h)

(i)
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Where payment or settlement is deferred and the effect
would be material, these amounts are stated at their

present values.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing
or amount when the Council has a legal or constructive
obligation arising as a result of a past event, it is probable
that an outflow of economic benefits will be required to
settle the obligation and a reliable estimate can be made.
Where the time value of money is material, provisions are
stated at the present value of the expenditure expected
to settle the obligation.

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. Possible obligations, whose
existence will only be confirmed by the occurrence or
non-occurrence of one or more future events are also
disclosed as contingent liabilities unless the probability

of outflow of economic benefits is remote.

Income recognition

Provided it is probable that the economic benefits will flow
to the Council and the income and costs, if applicable,
can be measured reliably, income is recognised in the

income and expenditure statement as follows:

(iy fees for rendering of accreditation services to
institutions are recognised in the period to the extent
the accreditation work is completed;

(ii) advisory fees and consultancy fees are recognised in
the period in which such services are rendered;

(iii) fees for rendering of qualifications assessment
services are recognised in the period in which such
assessment work is completed;

(iv) government grants are recognised in the balance
sheet initially as deferred income when there is

REANZE  RIE LB
FIJ8R
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EHERIERE
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EEXN BB EEBAH XL
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RAREUHEEHETRRESD
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W ATER
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reasonable assurance that they will be received and
that the Council will comply with conditions attached
to them. Grants that compensate the Council for
expenses incurred are recognised as income in the
income and expenditure statement on a systematic
basis in the same periods in which the expenses are
incurred; and

(v) interest income is recognised as it accrues using the
effective interest method.

(vi) Dividend income from listed investments is
recognised when the share price of the investment
goes ex-dividend.

(m) Related parties
For the purposes of these financial statements, a party is
considered to be related to the Council if:

96 - (i) the party has the ability, directly or indirectly through
one or more intermediaries, to control the Council
or exercise significant influence over the Council in
making financial and operating policy decisions, or

has joint control over the Council;

(i) the party is subject to common control;

(i) the party is an associate of the Council or a joint
venture in which the Council is a venturer;

(iv) the party is a member of key management personnel
of the Council, or a close family member of such
an individual, or is an entity under the control, joint
control or significant influence of such individuals;

(v) the party is a close family member of a party referred
toin (i) or is an entity under the control, joint control or
significant influence of such individuals; or

(vi) the party is a post-employment benefit plan which is
for the benefit of employees of the Council or of any
entity that is a related party of the Council.

Close family members of an individual are those family
members who may be expected to influence, or be
influenced by, that individual in their dealings with the
entity.
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3 Investment income 3 REWA
2007 2006
$ $
Gain on sale of investments H&& & U zE - 1,050,950
Interest income FILEMHA 1,370,705 820,807
Dividend income % M A 328,811 438,640
Unrealised holding gain on trading securities 352,000 198,000
BEIFFOARERFA NG
2,051,516 2,508,397
4  Surplus for the year 4 KEERE
Surplus for the year is arrived at after charging: REEBACHIR -
2007 2006
$ $
(a) Staff costs B T4
Salaries, wages and other benefits ¥& - T& & Efb1E7F 20,875,535 14,039,228
Contributions to Mandatory Provident Funds 422 649 206,619
SRl AE R
21,298,184 14,245,847

The above staff costs do not include salaries, wages and
other benefits of $3,551,459 (2006: $2,738,911) and
contributions to Mandatory Provident Funds of $81,458
(2006: $43,328) which relate to the Qualifications
Framework project which are included in direct
accreditation/consultancy costs in the income and
expenditure statement.

(b) Other items HAth18 5

Auditors’ remuneration #Z £ B4

Depreciation 378

Imputed finance charge on office reinstatement cost
HEERAEEERNAEHNINEER

Operating lease charges in respect of properties
MEKEHEER

Loss on disposal of fixed assets & ElF & E 18

AN EEBIRALTBESH < TEM
Hh@ ) ££3,551,4597T (20064 :

2,738,9117T) LA K& HIM AR SR
81,4587 (20064 : 43,3287T) ' M
EUA T EREETEEAN 2R

WEt AR BEERF [EETE/ B
A —I8 -

2007 2006

$ $

67,150 91,150
1,261,647 1,002,110
58,825 -
2,628,544 1,731,761
- 1,066,168

=~ 97
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5 Taxation

No provision for Hong Kong profits tax is required to be made
in these financial statements as the Council is exempted

from taxation pursuant to section 87 of the Inland Revenue

Ordinance.

6 Fixed assets

Cost 2~ :
At 1 April 2006 20065F 4818
Additions &

At 31 March 2007 7200743H31H

Accumulated depreciation 2575 :
At 1 April 2006 7200664518
Charge for the year ANEEIRE

At 31 March 2007 7200743H31H

Net book value BREEE :
At 31 March 2007 7200743 H31H

Cost B :

At 1 April 2005 2005%F481H
Additions & &

Disposals /52

At 31 March 2006 72200643 H31H
Accumulated depreciation 2575 :
At 1 April 2005 72005%F481H
Charge for the year NEEITE
Written back on disposal /& ¥ 85 # 5]
At 31 March 2006 72006 3A31H

Net book value BREEE :
At 31 March 2006 720063 831H

5 BiE

IR (RIS IRB) E871R NREH R
ar At BAEM BRI RE SN

Bhte
6 BE&EE

Leasehold Furniture and
improvements equipment Total
HENE HEENKRE “EE
$ $ $
3,952,250 2,104,052 6,056,302
184,203 970,075 1,154,278
4,136,453 3,074,127 7,210,580
383,689 1,020,899 1,404,588
735,283 526,364 1,261,647
1,118,972 1,547,263 2,666,235
3,017,481 1,526,864 4,544,345
1,581,483 1,272,112 2,853,595
3,684,740 987,171 4,671,911
(1,313,973) (155,231) (1,469,204)
3,952,250 2,104,052 6,056,302
153,756 651,758 805,514
576,676 425,434 1,002,110
(346,743) (56,293) (4083,036)
383,689 1,020,899 1,404,588
3,568,561 1,083,153 4,651,714

Included within the cost of leasehold improvements is estimated cost of $1,176,485 (2006: $1,176,485)

relating to office reinstatement.

HENSKABRER AT EEEBAMGETANM,176,4857T (20064 : 1,176,4857T) °



Appendix 5: Income and Expenditure Account

825 W&

7 FRBRE

7 Non-current investments

2007 2006
$ $
Unlisted held-to-maturity debt securities, at amortised cost 16,853,330 3,000,000
FEEMHAERBMEBRES (REHKA)
Available-for-sale equity securities listed in Hong Kong, 17,182,175 10,139,473
at market value FEE B EMAAHHERAF S (FRHE)
34,035,505 13,139,473
Market value of held-to-maturity debt securities 16,846,336 2,879,356
RHEZRIHEHEFOTE
8 Current investments 8 mEKRE
2007 2006
$ $
Trading equity securities listed in Hong Kong, at market value 1,760,000 1,408,000
BB FMHBEERARE 5 (RTHE)
9 Cash and cash equivalents 9 RERRELZEY
2007 2006
$ $
Deposits with banks $R171F3 14,141,892 29,474,656
Cash at bank and in hand $B{77F s MR & 888,966 5,272,126
Cash and cash equivalents in the balance sheet and 15,030,858 34,746,782

cash flow statement

BERERMASRERATINRESMASEEY
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10 Deferred government grants

The grants are for meeting development costs of the

Qualifications Framework project.

Balance as at 1 April 2005 72200594 A 1H 84
Grants received and receivable & 4 & & Y4 Bh
Interest thereon fE=H71 2.

Recognised as income in the year FRE R ABKRA
Balance as at 31 March 2006 7200643 A31H &y 4584
Balance as at 1 April 2006 72200654 H 1H &) 44
Grants received and receivable &Y fE U Bh
Interest thereon FE=HI £

Recognised as income in the year FRAE R BRA

Balance as at 31 March 2007 7200743 A31 H 84564

100 <

11 Receipts in advance

Receipts in advance represent amounts received for
programme accreditation, advice on the registration of non-

local courses and qualifications assessment, less amounts

recognised as income during the year.

12 Provision for staff gratuities

At 1 April R481H
Provision made $2#EE#E
Provision utilised & f4

At 31 March ®»¥3A831H
Less: Amount included in “current liabilities”
B [RBaE] BTHReENEs

Amount included in “non-current liabilities”
[FERBaE] BETReENEE

10 IEEBATHBY

i B AR SO & R R B R &I M H 3 R
XA ©
$
6,701,291
1,059,930
74,964
(7,836,185)

8,045,451
196,138
(5,981,589)

2,260,000

11 FEWER
B TR BFEANFETEIRR AR IEAR R

REMMEEFARHEERERNESER
HEHERHI A

12 BTN SR

2007 2006

$ $
1,500,821 1,364,746
1,882,929 1,617,259
(1,642,117) (1,381,184)
1,741,633 1,500,821
1,741,633 1,125,701
= 375,120
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13 Investment revaluation reserve

At 1 April 2005 72005564 A1H

Revaluation surplus of available-for-sale equity securities
BARHEERRE ST EER

Transfer to income and expenditure statement 8 AUz &EEH &

At 31 March 2006 7200643 A31H

At 1 April 2006 72200654 H1H
Revaluation surplus of available-for-sale equity securities
BRI ERANTE F R Bk

At 31 March 2007 7200743 H31H

14 Financial instruments

Exposure to credit risk arises in the normal course of the
Council's operations. The Council’s credit risk is primarily
attributable to accounts receivables and investments in debt
securities and bank deposits. Management has a credit policy
in place and the exposures to these credit risks are monitored
on an ongoing basis.

In respect of accounts receivables, credit evaluations are
performed on all customers requiring credit over a certain
amount. These receivables are due on presentation. Normally,
the Council does not obtain collateral from customers.

Debt securities and bank deposits are normally placed with
financial institutions which have good credit ratings.

At the balance sheet date, the Council has a certain
concentration of credit risk at 94% (2006: 93%) of the total
accounts receivables was due from the five largest customers.

The maximum exposure to credit risk is represented by the
carrying amount of each financial asset in the balance sheet.
The Council does not provide any other guarantees which

would expose it to credit risk.

All financial instruments are carried at amounts not materially

different from their fair values at the balance sheet date.

13 REEGRE
$
(210,850)
1,061,873

(27,550)
823,473

823,473
1,683,172

2,506,645
14 TRTA

AREREEKETRRAZERERR
AREMEERR T EERNERER &
BRFREMBITR EEEHETE
EHER UREEREERBKF -

EREWER RBE A EREH—
BHEENTF WEREEN G B
JEW R R BB RS R BIS N - AR E P38
HARIHERR-

=
E
5 LL
®

BERESFMRITFHEEFRRAER
I E BT AR B TS MRS

REEH ABEY—TE+TREENEE
A& - BN94% (20064 : 93%) HI42 fE UL
RRERRBEAARF -

FIASHNRAEERRIEEREERAR
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15 Operating lease commitments

At 31 March 2007, the total future minimum lease payments
under non-cancellable operating leases in respect of
properties are payable as follows:

Within 1 year 1F
After 1 year but within 5 years 15 {&{E5%F A
After 5 years 551%

The Council leases its office premises under an operating
lease. The lease runs for an initial period of six years, with
an option to renew the lease when all terms are renegotiated.
Lease payments are usually increased periodically to reflect
market rentals. The lease does not include contingent

rentals.

16 Related party transactions

In addition to the transactions and balances disclosed elsewhere
in these financial statements, the Council had the following

related party transactions:

Key management personnel remuneration

Salaries and other emoluments ¥4 & E b4
Retirement scheme contributions (ERETEIHE 3R

The above remuneration is included in ‘“staff costs”

(see note 4(a)).

15 KEEHEAE

M2007F3 A318  ARIET A AR KR B ) 3
KEHERHBRENNRERENZEE
BHEINT

2007 2006

$ $
2,888,784 2,605,824
11,002,068 9,779,562
- 751,140
13,890,852 13,136,526

ARAGLEHERRANLNE - ZHEY
FRENE U EBREREIHRRE
Bl ER TR R TG R ER R E - A
FERTEGRFRIE ARRTISHEE -
HETBRExAHEE-

16 BBARS

BRANEA 7 KR T IBER Z AR -
NPEBATNREBTRS:

EREEASHE
2007 2006
$ $
7,723,313 6,176,851
60,000 48,000
7,783,313 6,224,851

LS EA TE TR (2B
4(a)) A e
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17  Possible impact of amendments, new standards and
interpretations issued but not yet effective for the year
ended 31 March 2007

Up to the date of issue of these financial statements, the HKICPA
has issued a number of amendments, new standards and
interpretations which are not yet effective for the year ended 31
March 2007 and which have not been adopted in these financial

statements.

The Council is in the process of making an assessment of
what the impact of these amendments, new standards and
new interpretations is expected to be in the period of initial
application. So far it has concluded that the adoption of
them is unlikely to have a significant impact on the Council’s

results of operations and financial position.

17 SEMEEARERNEFTERNEET
NS HER R R BE NA2007538
31HIENE ST FEN T RES &

HEAMBRETEAHIL  HESERD
NEEMZIEGFTERNEE] R K2
BERN2007F3A3IRFERERE
e RBHEEZE2007F38318IEFEH
BiEP UWERFRARERNETR
ISR R

AREBETEHREMNEET ML ER
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