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Summary of significant accounting policies

Statement of compliance

These financial statements have been prepared in accordance
with all applicable Hong Kong Financial Reporting Standards
(“HKFRSs"), which collective term includes all applicable
individual Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs”) and Interpretations issued

by the Hong Kong Institute of Certified Public Accountants
(“HKICPA™) and accounting principles generally accepted in Hong
Kong. A summary of the significant accounting policies adopted
by the Group is set out below.

Basis of preparation of the financial statements

The consolidated financial statements for the year ended 30 June
2013 comprise the Institute and its subsidiaries (together referred
to as the “Group”).

The measurement basis used in the preparation of the financial
statements is the historical cost basis except as otherwise

stated 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 expenditure. 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.

New accounting standards

The HKICPA has issued several amendments to HKFRSs that are
first effective for the current accounting period of the Group and
the Institute. However, none of these developments have any
material impact on the Group’s financial statements.

The Group has not applied any new standard or interpretation that
is not yet effective for the current accounting period (see Note 34).
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Summary of significant accounting policies 1
(Continued)

Subsidiaries 1.4

Subsidiaries are entities controlled by the Group. Control
exists when the Group has the power to govern the financial
and operating policies of an entity so as to obtain benefits from
its activities. In assessing control, potential voting rights that

presently are exercisable are taken into account.

Subsidiaries are consolidated into the consolidated financial
statements from the date that control commences until the date
that control ceases.

All significant intra-group balances and transactions and any
unrealised losses arising from intra-group transactions are
eliminated in the same way as unrealised gains but only to the
extent that there is no evidence of impairment.

Investments in subsidiaries are carried in the balance sheet of the
Institute at cost less any impairment losses.

Foreign currency translation 1.5

Foreign currency transactions during the year are translated at the
foreign exchange rates ruling at the transaction dates. Monetary
assets and liabilities denominated in foreign currencies are
translated at the foreign exchange rates ruling at the balance sheet
date. Exchange gains and losses are recognised in the statement
of comprehensive income.

Non-monetary assets and liabilities that are measured in terms
of historical cost in a foreign currency are translated using the
foreign exchange rates ruling at the transaction dates.

Fixed assets 1.6

Fixed assets are stated at historical cost less accumulated
depreciation and impairment losses (see Note 1.7).

Construction in progress represents buildings and other

fixed assets under construction and is stated at cost less any
impairment losses (see Note 1.7), and is not depreciated.
Construction in progress is reclassified to the appropriate category
of fixed assets when completed and ready for use.
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Summary of significant accounting policies
(Continued)

Fixed assets (Continued)

The cost of a fixed asset comprises its purchase price and any
directly attributable costs of bringing the asset to its working
condition and location for its intended use. Expenditure incurred
after fixed assets have been put into operation, such as repairs
and maintenance, is normally charged to the statement of
comprehensive income in the period in which it is incurred.

In situations where it can be clearly demonstrated that the
expenditure resulted in an increase in the future economic
benefits expected to be obtained from the use of the fixed asset,
the expenditure is capitalised as an additional cost of that asset.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater than
its estimated recoverable amount.

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

Leasehold improvements are depreciated over their expected
useful lives of 7 years or the unexpired period of the lease on a
straight-line basis, whichever is shorter. Depreciation of other
fixed assets is calculated using the straight-line method to allocate
cost to their residual values over their estimated useful lives, as

follows:

50 Years
3 to 5 Years

- Buildings
- Fixtures and equipment

The assets’ residual values and useful lives are reviewed, and
adjusted if appropriate, at each balance sheet date.

Impairment of assets
(a) Impairment of receivables

Impairment losses for bad and doubtful debts are measured
as the difference between the carrying amount of the
financial asset 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) where the
effect of discounting is material.
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Summary of significant accounting policies
(Continued)

Impairment of assets (Continued)

(b)

Impairment of fixed assets

Internal and external sources of information are reviewed at
each balance sheet date to gather 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.

Calculation of recoverable amount

The recoverable amount of an asset is the greater
of its fair value less costs to sell and value in use.
In assessing value in use, the estimated future
cash flows are discounted to their present value
using a discount rate that reflects current market
assessments of time value of money and the

risks specific to the asset. Where an asset does
not generate cash inflows largely independent of
those from other assets, the recoverable amount
is determined for the smallest group of assets that
generates cash inflows independently (i.e. a cash-
generating unit).

Recognition of impairment losses

An impairment loss is recognised in the statement
of comprehensive income whenever the carrying
amount of an asset, or the cash-generating unit to
which it belongs, exceeds its recoverable amount.
Impairment losses are recognised to reduce the
carrying amount of the asset or assets in the cash-
generating unit on a pro rata basis, except that the
carrying value of an asset will not be reduced below
its individual fair value less costs to sell, or value in
use, if determinable.

Reversals of impairment losses

An impairment loss is reversed if there has been
a favourable change in the estimates used to
determine the recoverable amount. A reversal of
impairment loss 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
statement of comprehensive income in the year in
which the reversals are recognised.
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Summary of significant accounting policies
(Continued)

Financial assets

The Group classifies its financial assets in the following categories:
financial assets at fair value through profit or loss, loans and
receivables and held-to-maturity investments. The classification
depends on the purpose for which the financial assets were
acquired. Management determines the classification of its
financial assets at the initial recognition and re-evaluates this
designation at every reporting date.

Regular purchases and sales of financial assets are recognised on
the trade-date - the date on which the Group commits to purchase
or sell the asset. Investments are initially recognised at fair value
plus transaction costs for all financial assets not carried at fair
value through profit or loss. Financial assets carried at fair value
through profit or loss are initially recognised at fair value, and
transaction costs are expensed in the statement of comprehensive
income. Financial assets are derecognised when the rights to
receive cash flows from the investments have expired or have been
transferred and the Group has transferred substantially all risks
and rewards of ownership.

(a) Financial assets at fair value through profit or loss

A financial asset is classified as fair value through profit
or loss if acquired principally for the purpose of selling in
the short term or if so designated by management. Assets
in this category are classified as current assets if they are
either held for trading or are expected to be realised within
12 months of the balance sheet date.

Gains or losses arising from changes in the fair value are
presented in the statement of comprehensive income in the
period in which they arise. Dividend income from financial
assets at fair value through profit or loss is recognised in
the statement of comprehensive income as part of interest
and net investment income when the Group’s right to
receive payments is established.

(b) Loans and receivables

Loans and receivables representing time deposits are
non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. They
arise when the Group provides money or services directly to a
debtor with no intention of trading the receivable. They are
included in current assets, except for maturities greater than
12 months after the balance sheet date. These are classified
as non-current assets. They are initially recognised at fair
value and subsequently measured at amortised cost using
the effective interest method, unless the discounting effect
is insignificant, less provision for impairment.
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Summary of significant accounting policies 1
(Continued)
Financial assets (Continued) 1.8

(c) Held-to-maturity investments

Held-to-maturity investments are non-derivative financial
assets with fixed or determinable payments and fixed
maturities that the management has the positive
intention and ability to hold to maturity. Held-to-maturity
investments are carried at amortised cost using the
effective interest method.

The Group assesses at each balance sheet date whether there is
objective evidence that a financial asset or a group of financial
assets is impaired. |f there is objective evidence of an impairment
loss on loans and receivables or held-to-maturity investments
carried at amortised cost, the amount of the loss is measured

as the difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding future
credit losses that have not been incurred) discounted at the
financial asset’s original effective interest rate. The amount of the
loss is recognised in the statement of comprehensive income.

The fair values of quoted investments are based on current bid
prices. If the market for a financial asset is not active (and for
unlisted securities), the Group establishes fair value by using
valuation techniques. These include the use of recent arm’s
length transactions or reference to other instruments that are
substantially the same and discounted cash flow analysis.

Accounts and other receivables 1.9

Receivables are recognised initially at fair value and subsequently
measured at amortised cost using the effective interest method,
less provision for impairment. A provision for impairment of
receivables is established when there is objective evidence that
the Group will not be able to collect all amounts due according to
the terms of the receivables. The amount of the provision is the
difference between the asset’s carrying amount and the present
value of estimated future cash flows, discounted at the asset’s
original effective interest rate, unless the discounting effect

is insignificant. The carrying amount of the assets is reduced
through the use of an allowance account, and the amount of the
loss is recognised in the statement of comprehensive income.
When a receivable is uncollectible, it is written off against the
allowance account. Subsequent recoveries of amounts previously
written off are credited to the statement of comprehensive income.
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Summary of significant accounting policies 1
(Continued)

Cash and cash equivalents

Cash and cash equivalents comprise cash in hand, deposits held
at call with banks and other 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 and
their maturity dates are within three months from the date of
acquisition.

Accounts payable and accruals

Accounts payable and accruals are recognised initially at fair value
and subsequently measured at amortised cost using the effective
interest method, unless the discounting effect is insignificant.

Borrowings

Borrowings are recognised initially at fair value, net of directly
attributable transaction costs incurred. Borrowings are
subsequently stated at amortised cost; any difference between
the proceeds (net of transaction costs) and the redemption value
is recognised in the statement of comprehensive income over
the period of the borrowings using the effective interest method.
Borrowings are classified into current and non-current liabilities.

Employee benefits 113

(a) Employee leave entitlements

Employee entitlements to annual leave are recognised when
they accrue to employees. A provision is made for the
estimated liability for unutilised annual leave as a result of
services rendered by employees up to the balance sheet date.

Employee entitlements to sick leave and maternity leave
are not recognised until the time of leave.

(b) Superannuation scheme

The Institute has set up a superannuation scheme (the
“Scheme”) to provide its employees with benefits on
retirement or termination of employment.

Members of the Scheme contribute 5% of their basic
monthly salaries to the Scheme and benefits are paid

to them on their retirement or on leaving employment
subject to certain conditions as stipulated in the Scheme’s
trust deed. Contributions to the Scheme are expensed

as incurred and other than those monthly contributions,
the Institute has no further obligation for the payment of
termination or retirement benefits to its employees.
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Summary of significant accounting policies
(Continued)

Employee benefits (Continued)
(c) Mandatory provident fund scheme

The Group has established mandatory provident fund

scheme (“MPF scheme”) in Hong Kong. The assets of the
MPF scheme are held in separate trustee-administered

funds. Both the Group and the employees are required to
contribute 5% of the employees’ relevant income, subject to
a maximum of $1,250 per employee per month. The Group’s
contribution to the MPF scheme is expensed as incurred.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or
amount when the Group or the Institute 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.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable. Recurrent subventions and grants are
recognised as income over the periods necessary to match them
with the related costs which they are intended to compensate, on
a systematic basis, based on the assumption that the conditions of
the recurrent subventions can be met.

Government subventions and grants, which are earmarked for
specific purposes, are initially recognised as deferred income
when there is a reasonable assurance that the Group will comply
with the conditions attached to it and that the subventions will be
received. They are recognised in the statement of comprehensive
income on a systematic basis to match with the related costs for
which they are intended to be used.

1

113

114

115

Notes to the Financial Statements | %R HizE

FREBOREE (&

ESER (&)

A) EHEAEEE
AEBMABFT BRI T -HBHIERE
a8 ([RFESE]) - REEE
HEMEEFTNBIEREENES
Ne-AKERESHFERRESARH
ABHIS% M ERABAEESA
51,2507 - AR EFSR TR & A BIME
A E AR S8 -

BRERSFAE

INRAEBE X H AR D B AN EMREE
ESREERY  BAmERRAUESEBEH
MEmh A S S A S AT H
EeHZBRHAEE T RENEBaEE
TR - MREERHEESZ A AREA
FERAMREETRE

RRE N R A AT RE - SR R Y
BReEELAENGER EelZEBRE
REBEE BB R AR IERE A
BROI o IR RE P Y F ISR F R IARZIAR N
EHRABETERERDFE TEREX
EBRIEAE BEENZERHA TR
ERIBRID

Wz bR

Watg o WK EREFN AR BEF 2 - &%
TEBGREB) & B E 2 B R A E R
WRERY RRABNHMERBRA I
BRERAET B SRR IRAEAI TRTA -

R IR TE R ik B R B R AR A HE AR A R RE R
Ao BAREERAEIBIREF ST AMH G
Ko R AT YR B - BT R 2 T R s R
SR PIECHEHE R Z RN R AC iR -

EBHEERKR 2012-2013F®% 79



Notes to the Financial Statements | &% &&=

THE HONG KONG INSTITUTE OF EDUCATION FHE#E 2k
(Expressed in Hong Kong dollars unless otherwise stated) (k5B 855) + BTE BB AE)

1

1.15

1.16

80

Summary of significant accounting policies 1
(Continued)

Revenue recognition (Continued)

Government subventions and grants, and donations spent on
capital expenditure are recorded as deferred capital funds and are
released and credited to the statement of comprehensive income
on a straight-line basis over the estimated useful lives of the
related assets when the assets are put in use, to the extent of the
related depreciation expense for that period.

Grants from government agencies for courses are recognised when
services are provided and complied with the conditions attached to
it. They are recognised in the statement of comprehensive income
over the duration of the related courses.

Tuition programmes and other fees, and auxiliary services income
are recognised over the period of the courses or services to which
they relate.

Donations in cash and cash equivalents or other investment
instruments for general purposes are recognised as income at fair
values when it is probable that they will be received, which is
generally upon their receipt.

Interest income is recognised as it accrues using the effective
interest method.

Dividend income is recognised when the right to receive payment
is established.

Operating lease rental income is recognised on a straight-line
basis.

Borrowing costs

Borrowing costs that are directly attributable to the acquisition,
construction or production of an asset, which necessarily takes a
substantial period of time to get ready for its intended use or sale,
are capitalised as part of the cost of that asset. Other borrowing
costs are expensed in the period in which they are incurred.

The capitalisation of borrowing costs as part of the cost of a
qualifying asset commences when expenditure for the asset is
being incurred, borrowing costs are being incurred and activities
that are necessary to prepare the asset for its intended use or sale
are in progress. Capitalisation of borrowing costs is suspended or
ceases when substantially all the activities necessary to prepare
the qualifying asset for its intended use or sale are interrupted or
complete.
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1 Summary of significant accounting policies 1 FESHBRBE (&)
(Continued)

1.17 Operating leases 117 FEHE
Leases in which a significant portion of the risks and rewards of MREAARBEAEEE@ENOREHE
ownership are retained by the lessor are classified as operating MM - A EERE R AECEHE - BIEL
leases. Payments made under operating leases (net of any EHEFELNNFR (BEMBRLEAZRERDY
incentives received from the lessor) are charged to the statement R ENEIE) SEHERMREMNBBA
of comprehensive income on a straight-line basis over the REGFEARGRPIZ BENESE—iE
period of the lease, except where an alternative basis is more FEERRREEEEME SN KRR
representative of the pattern of benefits to be derived from the KRN HERTPRAMENIE B TEE2ERZE
leased asset. Leased incentives are recognised in the statement RPBRAR/EEFNFAAENBEKBY o K
of comprehensive income as an integral part of the aggregate EHeEREENSTHHBRNERI KPS
net lease payments made. Contingent rentals are charged to the e

statement of comprehensive income in the accounting period in
which they are incurred.

1.18 Related parties 118 FABEH
(a) A person, or a close member of that person’s family, is (F) WEBATAL BIZALHZALHE

related to the Group if that person: RS B R

(i) has control or joint control over the Group; (—) SR HEEERIALE

(ii) has significant influence over the Group; or (D) HEREEEERTEN 3k

(iii)  is a member of the key management personnel of (Z) RAEES A EEFARNERE
the Group or the Group’s parent. BAE-

(b)  An entity is related to the Group if any of the following (Z) WA TITMAGRE NEREERE

conditions applies: S E R RRRE

(i) The entity and the Group are members of the same () REREAEERER—KE (B
group (which means that each parent, subsidiary ERAF - MBARMRRMNBA
and fellow subsidiary is related to the others). AR L A ) o

(i) One entity is an associate or joint venture of the other (D) " REBES—ERNBE QR
entity (or an associate or joint venture of a member of B (RE—ERMESEET
a group of which the other entity is a member). BRERRHBE RRIRAERE)

(iii)  Both entities are joint ventures of the same third party. (Z) MREBRRA—FE=1&an%.

(iv)  One entity is a joint venture of a third entity and the () —REBRF=NEBNAZD
other entity is an associate of the third entity. ¥ ME—BERREFE=FEENE

(v) The entity is a post-employment benefit plan for the ERAl
benefit of employees of either the Group or an entity () ZEBEREAAEESERTERHA
related to the Group. 7T BB EE BfaFIm &

(vi)  The entity is controlled or jointly controlled by a BB (R AB AT )«
person identified in (a). (N) ZERBZE Ll (@)TBAMRE

(vii) A person identified in (a)(i) has significant ARSI -
influence over the entity or is a member of the key (£) L% (@) () BEAMREATEZ
management personnel of the entity (or of a parent ERAEARTENLEZER (3
of the entity). ZEREAR) HERERAL-
Close members of the family of a person are those family members —HZEANEREREERERR S A6
who may be expected to influence, or be influenced by, that person FEZBAARZZBEAZENTEXE -

in their dealings with the entity.
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2 Financial risk and fund risk management 2

2.1 Financial risk factors 21

The Group’s activities expose it to a variety of financial risks:
market risk, credit risk and liquidity risk. The Group’s overall risk
management procedures focus on the unpredictability of financial
markets and seek to minimise potential adverse effects on the
Group’s financial performance.

(@) Market risk
(i) Foreign exchange risk

The Group conducts its operation in Hong Kong with
its transactions denominated in Hong Kong dollars.
The Group derives its operation income mainly in
Hong Kong dollars. The Group’s foreign currency
exposures arise mainly from and are substantially
limited to, the exchange rate movements between
Hong Kong dollars and United States dollars and
Renminbi because most of the financial assets held
under treasury investments and cash balances which
are subject to foreign exchange movements are
denominated in United States dollars and Renminbi.
Since Hong Kong dollars are pegged to United States
dollars under the Linked Exchange Rate System, the
foreign exchange exposure between United States
dollars and Hong Kong dollars is therefore limited.
On the other hand, foreign exchange rate between
Renminbi and Hong Kong dollars is not pegged, but
there is anticipation of the progressive appreciation
of Renminbi against the United State dollars under
the policy of Renminbi internationalisation of the
People’s Republic of China Government, therefore,
the risk of such exposure is also limited.

As at 30 June 2013, the financial assets held under
treasury investment are significant to the Group.
However, as such foreign exchange exposure does
not have a significant risk to the Group, no sensitivity
analysis is performed.
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2 Financial risk and fund risk management (Continued) 2 MBERERESEIGERE (&)

2.1 Financial risk factors (Continued) 21 HBEREZE (8)
(a) Market risk (Continued) () WHERR (&)
(i) Foreign exchange risk (Continued) (—) SNERB (&)
The following table details the Group'’s and the TRFFIIAE R R HP A E A&
Institute’s exposure at the balance sheet date to EUWIEAEE BRI BB RE
currency risk arising from recognised assets or UM HEREEXBEMELENE
liabilities denominated in a currency other than KRk e R ES R BB AERE
the functional currency of the entity to which they BHLABHEED TR

relate. For presentation purposes, the amounts of
the exposure are shown in Hong Kong dollars.

United States Australian Canadian Pounds
Dollars Renminbi Dollars Dollars Sterling
EI AR SBIT meExT S
$'000 $'000 $'000 $'000 $'000
T T T T Fx
2013 —g-=%
Held-to-maturity investments REZDHRAKE - 62,657 - = -
Time deposits TEHER 67,770 293,074 2912 1,826 3,496
Cash and cash equivalents HeERREEEY 107,417 1,112 725 49 19
Accounts payable and accruals  FE{SBRFX REFTEE (1,456) (387) (580) = (129)
Net exposure arising from EREREEMBEMELRN
recognised assets and liabilities & EIEFLE 173,731 356,456 3,057 1,875 3,386
United States Australian Canadian Pounds
Dollars Renminbi Dollars Dollars Sterling
E ARHE SERIT mEXT X
$'000 $'000 $'000 $'000 $'000
T T T T Fix
2012 g -—&
Held-to-maturity investments BEEIEAKRE 23,588 - = = =
Time deposits TEBER 95,327 179,116 1,485 1,268 2,477
Cash and cash equivalents HeERREEED 67,868 130,030 2,592 583 1,412
Accounts payable and accruals ~ FEfTERFR & ERTIE B (1,455) (198) (2,086) - (492)
Net exposure arising from BREREEMBEMELN
recognised assets and liabilities B A FLE 185,328 308,948 1,991 1,851 3,397
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2 Financial risk and fund risk management (Continued) 2 MBRBRESEMER (48)

2.1 Financial risk factors (Continued) 21  HBEKRER (8)
(a) Market risk (Continued) (F) mERkE (&
(i) Foreign exchange risk (Continued) (—) INERB (&)
Institute 5%
United States Australian Canadian Pounds
Dollars Renminbi Dollars Dollars Sterling
E AR SEIT mexx ES
$'000 $'000 $'000 $'000 $'000
T T T T T
2013 —E-=F

Held-to-maturity investments BEZIMAKE = 62,657 = = =
Time deposits TE BRTESK 67,770 289,037 2912 1,826 3,496
Cash and cash equivalents ReRReEED 107,417 1,112 723 15 19
Accounts payable and accruals  FEfSBRFX X EFTTEE (1,456) (387) (580) - (129)

Net exposure arising from EHRAEMEEMEED
recognised assets and liabilites — RRAYEFEE 173,731 352,419 3,055 1,841 3,386
United States Australian Canadian Pounds
Dollars Renminbi Dollars Dollars Sterling
Ei AR SRIT mExT X7
$'000 $'000 $'000 $'000 $'000
T T T T T

2012 —E-—F

Held-to-maturity investments BEZIHAKE 23,588 = = = -
Time deposits TEBTER 95,327 179,116 1,485 1,268 2,477
Cash and cash equivalents ReRREEED 67,868 127,218 2,590 549 1,412
Accounts payable and accruals  FEfTERIX & ERTIE B (1,455) (198) (2,086) - (492)

Net exposure arising from EREREEMABRMEEDN
recognised assets and liabilities B A HEFELE 185,328 306,136 1,989 1,817 3,397
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2 Financial risk and fund risk management 2
(Continued)

2.1 Financial risk factors (Continued) 21

(@)

Market risk (Continued)

(i)

(iii)

Cash flow and fair value interest rate risk

The Group's interest rate risk arises mainly from the
interest-bearing financial assets held under treasury
investments, which are reviewed on a regular

basis in accordance with the Group’s policies and
guidelines.

Based on the sensitivity analysis performed at 30
June 2013, if interest rates on interest-bearing bank
deposits had been 50 basis points higher or 25 basis
points lower with all other variables held constant,
surplus for the year would have been $1,064,000
higher (2012: $1,006,000 higher) or $246,000 lower
(2012: $223,000 lower) respectively, as a result of
higher/lower interest income on bank deposits.

The cash flow interest rate risk is considered low
as the Group has no significant interest-bearing
financial liabilities.

The Group's long-term borrowings are non-interest
bearing and although it exposes the Group to fair
value interest rate risk, this does not have adverse
impact to the Group. The management believes
that the Group’s fair value interest rate risk is
minimal and no sensitivity analysis is performed.

Price risk

The Group is exposed to equity price changes
arising from equity investments classified as
financial assets at fair value through profit or loss.
The Group is not exposed to commodity price
risk. To manage its equity price risk, the portfolio
is diversified in accordance with the limits set by
the Group. Given the insignificant amount of the
portfolio of listed equity investments held by the
Group, the management believes that the Group’s
equity price risk is minimal.
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2

2.1

86

Financial risk and fund risk management
(Continued)

Financial risk factors (Continued)
(b) Credit risk

The Group's credit risk is primarily attributable to its
deposits and cash at banks, accounts receivable and
investment balances with financial institutions. There

are procedures in place to mitigate the risk and the
exposures to these credit risks are monitored closely by the
management on an ongoing basis.

Accounts receivable in respect of tuition fees are receivable
by due dates preset every year according to the academic
calendar. The Group has a policy of withholding the issue
of academic documents to students to enhance the quality
of accounts receivable. The credit risk in investment
balances with financial institutions and deposits and cash
at banks are limited because the counterparties are mainly
banks and financial institutions with high credit-ratings
assigned by international credit-rating agencies. For banks
and financial institutions, only independently rated parties
with @ minimum Moody’s rating of “A” are accepted. The
Institute has no significant concentration of credit risk

and the risk exposure is diversified over a large number of
counterparties. The Institute has policies that limit the
amount of credit exposure to any single financial institution.

(c) Liquidity risk
The Group’s policy is to monitor current and expected
liquidity requirements regularly to ensure that it
maintains sufficient reserves of cash to meet its liquidity
requirements in both short and longer terms.

Liquidity risk is the risk that funds will not be available to
meet liabilities as and when they fall due, and it results
from mismatch of assets and liabilities. The Group
performs regular projected cash flow analysis to manage
liquidity risk to ensure that all liabilities due and known
funding requirements could be met. Prudent liquidity
management also includes maintaining adequate credit
facilities in the Group’s approved banks.

The table below analyses the Group’s and the Institute’s
financial liabilities into relevant maturity groupings based
on the remaining period at the balance sheet date to the
contractual maturity dates. The amounts disclosed in the
table are the contractual undiscounted cash flows. Balance
for accounts payable and accruals due within 12 months
equal their carrying balances, as the impact of discounting
is not significant.
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2 Financial risk and fund risk management

(Continued)

2.1 Financial risk factors (Continued)
(c) Liquidity risk (Continued)

Group &&£H

At 30 June 2013

Accounts payable and accruals

At 30 June 2012

Borrowings
Accounts payable and accruals
Other provisions

R=Z-—=%XA=+H
FEAH RSN AT R

JE A BR AR N Bt AR IR
HA B

2

21
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MBERERESERER (4)

MBEBEE (4)
R)  r"BESEE (&)

Upto 3 months to 1 year to Over
3 months 1 year 2 years 2 years Total
“EARNKT ZEAZE—% —FE-F ZFE FEEE]
$'000 $'000 $'000 $'000 $'000
BT BETFT BT BETT BETFT
109,746 2,223 500 200 112,669
- 1,500 - - 1,500
123,000 4,632 500 200 128,332
4,397 - - - 4,397
127,397 6,132 500 200 134,229

Institute #pz

At 30 June 2013

Accounts payable and accruals

At 30 June 2012

Borrowings
Accounts payable and accruals
Other provisions

R-B—=8xA=+H
FEA BRI FE AT 2R

JE BRI FE ST SUR
HA B

Upto 3 monthsto 1 year to Over
3 months 1 year 2 years 2 years Total
ZEARKT ZEAZE—%F —FE-F ZFNRE Rk
$'000 $'000 $'000 $'000 $'000
BETFT BETT BETFT BETFT BETT
104,282 2,223 500 200 107,205
- 1,500 - - 1,500
120,566 4,632 500 200 125,898
4,397 - - - 4,397
124,963 6,132 500 200 131,795
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2 Financial risk and fund risk management 2 MBRRRESREIGEE (4
(Continued)
2.1 Financial risk factors (Continued) 21 HMBEBER (&)
(d) Fair values ) NREE
The following table presents the carrying value of financial TREJRARBEFENERIA
instruments measured at fair value at the balance sheet EHEERNREE - S ISR (EE
date across the three-level of the fair value hierarchy MEmELER) B7R— (@I A:
defined in HKFRS 7, Financial Instruments: Disclosures, BT FAEH=—EAREBEER M
with the fair value of each financial instrument categorised BEsMIARTEENEAEER
in its entirety based on the lowest level of input that is REBEAFEREZNREBREBA
significant to that fair value measurement. The levels are BERDHE - SERNERLT

defined as follows:

- Level 1 (highest level): fair value measured using - BEf (&eER) EAER
quoted prices (unadjusted) in active markets for e TAEERMSNME RE
identical financial instruments. FAE) KT EQAEE

- Level 2: fair value measured using quoted prices in - BoER EREUSRIALEE
active markets for similar financial instruments, or using B mExEERm (X2
valuation techniques in which all significant inputs are HEZME AEYEERBEEN
directly or indirectly based on observable market data. AERNTSEIRAERE) KT

EAREE

- Level 3 (lowest level): fair values measured using - FBoER (HEBR)  KAMGE
valuation techniques in which any significant input is Bt (FrAE ZryE A B IELAR]
not based on observable market data. BEOTSBERER) Rt 8

NREE.

Group and Institute Z&EE R bk

2013 —B—=% 2012 —B——F
Level 1  Level 2 Total Level 1 Level 2 Total
BEBHR FEL Fek EEBHR E_ER Fek
$'000 $'000 $'000 $'000 $'000 $'000
BT BBTIT BETT BT BAETRT AETT
Assets BE
Financial assets at fair value BARBEFABRN
through profit or loss: SREE
- Investment in listed unit trust - FEAEFRE 17,860 - 17,860 16,719 - 16,719
- Investment in unlisted unit trust -FEEMEMNEFTRE - 1,244 1,244 - 1,183 1,183
17,860 1,244 19,104 16,719 1,183 17,902
During the year, there were no significant transfers AEANTEERMIAEAARBEE - RE_BR2ZME
between instruments in Level 1 and Level 2. EHERERZ -
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2

2.2

2.3

Financial risk and fund risk management 2
(Continued)
Fund risk management 2.2

The Institute is a government subvented education institution
established under the laws of Hong Kong Special Administrative
Region (“HKSAR"), which main objects are to provide studies
and training in teacher education and facilities for research into
and the development of education. The Institute is not subject
to any externally imposed capital requirements, except as stated
in Note 16, and its activities are mainly funded by government
grants and tuition fees, the spending of which is governed by the
University Grants Committee (“UGC”) Notes on Procedures and
other grant conditions. The Institute’s activities are also funded
by donations and funds generated from self-financing activities.

The various restricted and other funds represent the unspent
balance of such grants, income, donations and other specific
purpose funds. These funds are managed according to the
relevant grant and funding conditions, where applicable, and the
Institute’s investment and financial management guidelines and
procedures with the view of meeting the objects of the Institute.

None of the Institute’s subsidiaries are subject to any externally
imposed capital requirements and their capital management
policies are governed by their own financial management
guidelines and procedures with the view of safeguarding the
subsidiaries’ ability to continue as a going concern.

Fair value estimation 2.3

The carrying values less impairment provision of receivables and
payables are a reasonable approximation of their fair values.

The fair value of financial liabilities for disclosure purposes is
estimated by discounting the future contractual cash flows at
the current market interest rate that is available to the Group for
similar financial instruments, unless the effect of discounting
will be immaterial.
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3 Fixed assets 3 BE&EE

Group Z=%ME

Leasehold Fixtures and Construction

Buildings improvements  equipment  in Progress Total
BF HEWMERE HERR EETR FEkE]
$'000 $'000 $'000 $'000 $'000
BT T BT T BT BT T B TIT
Cost: B :

At 1 July 2011 HRZZE—F+A—H 2,385,636 136,926 283,175 8,418 2,814,155
Additions HE - 1917 17,831 86,274 106,022
Transfers R = 23,199 7,563 (30,762) =
Disposals RE (210) (4,724) (28,770) - (33,704)

At 30 June 2012 RZE—=FA=+H 2,385,426 157,318 279,799 63,930 2,886,473

At 1 July 2012 R-ZE——F+A—H 2,385,426 157,318 279,799 63,930 2,886,473
Additions HE - 15,247 17,138 12,915 45,300
Transfers B = 75,495 760 (76,255) =
Disposals BE (1,374) (19,865) (13,022) = (34,261)

At 30 June 2013 R-_ZT—=F,A=+AH 2,384,052 228,195 284,675 590 2,897,512

Accumulated depreciation: ZHE

At 1 July 2011 HnZZE—F+H—H 510,686 69,650 226,620 - 806,956

Charge for the year KEEHE 48,328 11,980 24,083 = 84,391

Written back on disposal FEE%ED - (2,419) (28,538) - (30,957)

At 30 June 2012 RZZE——F-A=+H 559,014 79,211 222,165 - 860,390

At 1 July 2012 N-—E——FE+HF—8 559,014 79,211 222,165 - 860,390

Charge for the year AEEHE 47,710 26,292 21,880 = 95,882

Written back on disposal REZER (841) (19,723) (13,017) - (33,581)

At 30 June 2013 RZZET—=F,-A=+H 605,883 85,780 231,028 - 922,691

Net book value: BRIEEE :
At 30 June 2013 RZZE—=F,-A=+H 1,778,169 142,415 53,647 590 1,974,821
At 30 June 2012 R-_ZT——FxA=+A 1,826,412 78,107 57,634 63,930 2,026,083
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3 Fixed assets (Continued) 3 BE&EE (48)

Institute 2Bz

Leasehold Fixtures and Construction

Buildings improvements ~ equipment  in Progress Total
BF MEmERE HERZHE FEIR Pk
$'000 $'000 $'000 $'000 $'000
BET T BT T BT BT T BT
Cost: 2% 3
At 1 July 2011 R=-—Z—FtH—H 2,381,872 135,648 275,292 8,418 2,801,230
Additions HE - 975 16,678 86,274 103,927
Transfers G - 23,199 7,563 (30,762) -
Disposals RE (210) (4,724) (26,856) - (31,790)
At 30 June 2012 R-_ZE——F,A=+H 2,381,662 155,098 272,677 63,930 2,873,367
At 1 July 2012 R-ZE——F+HF—H 2,381,662 155,098 272,677 63,930 2,873,367
Additions HE - 14,728 16,167 12,915 43,810
Transfers B = 75,495 760 (76,255) =
Disposals BE (1,374) (19,858) (12,601) = (33,833)
At 30 June 2013 R-ZE—=F,A=+A 2,380,288 225,463 277,003 590 2,883,344
Accumulated depreciation: ZHTE
At 1 July 2011 R=—Z—FtH—H 509,863 68,999 219,535 - 798,397
Charge for the year REEHE 48,255 11,664 23,275 = 83,194
Written back on disposal EE%EE - (2,419) (26,626) - (29,045)
At 30 June 2012 R-Z——FXA=+AH 558,118 78,244 216,184 - 852,546
At 1 July 2012 R-ZTE——F+HF—H 558,118 78,244 216,184 - 852,546
Charge for the year NEEFE 47,637 25,945 21,092 = 94,674
Written back on disposal REZER (841) (19,718) (12,599) - (33,158)
At 30 June 2013 RZZE—=F,-A=+H 604,914 84,471 224,677 - 914,062
Net book value: BRIEEE :
At 30 June 2013 RZZE—=F-A=+H 1,775,374 140,992 52,326 590 1,969,282
At 30 June 2012 R-_ZT——F,A=+H 1,823,544 76,854 56,493 63,930 2,020,821
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4 Investments 4 ®’E
Group %M Institute Bz
2013 2012 2013 2012
$'000 $'000 $'000 $'000
BET T BT BET T BT T
Investments in institutional entities R BHEERILE 1 1 1 1
Investments in subsidiaries RITBRBHIRE 2 =
1 1
Note a: Investments in subsidiaries Kzt . EHE AR E
The Institute has a 100% (2012: 100%) interest, without investment cost, in HKIEd HriF B BEEHEERBRERAFZ100% (ZF—=
Schools Limited which was incorporated in Hong Kong on 14 December 1998 as a F:100%) B OREREMAE) < W REIR—NNNE
company limited by guarantee. The purpose of the company is to plan, establish and FTZATHAEEEFMK Y A—FEREGRAF] HE
manage schools. MWAREE BIREESK -
The Institute has a 100% (2012: 100%) interest, without investment cost, in HKIEd H B BB E B B EEHNELERBR AR ([
School of Continuing and Professional Education Limited (“HKIEd SCPE”) which was BEHESB]) 2100% (ZF—=4:100%) ## (£
incorporated in Hong Kong on 28 June 2006 as a company limited by guarantee. The BREAKE) M ARIRZFENFANAZFN\BEEE
purpose of the company is to set up, maintain and operate, in conjunction with the A B—EERER AR - H AL 7 B 892 82 b £ 7
Institute for the promotion and advancement of professional, technical and continuing EH RS (PR B ENE  FERRHA
education, foster and provide courses leading to awards as well as courses of general BEEUR—MRABHRE W (EEEIFERT) 1RIEE
interest, and where appropriate, provide learning opportunities in or outside Hong BHGINEEHE - EHEERE T ENF LA
Kong. The HKIEd SCPE has assumed the responsibilities and mission of the Division —HEE EEE THGE T B R EHEE LB
of Continuing Professional Education of the HKIEd since 1 July 2006. &
The results of these subsidiaries are accounted for in the Group’s consolidated UL FHE L I R B SIARE B AR S B HRER A
financial statements.
Note b: Investments in institutional entities Wizt EREEENRE
The Institute holds 1 share of $500 (2012: 1 share of $500), representing 12.5% of HF B — REEEES00T (ZF——4F: —REEE
the share capital of Joint Universities Computer Centre Limited, a company providing #5007T) 2 KEBEBIMPLBRAFTRY  FHERZ
computer services for the UGC-funded Higher Educational Institutions in Hong Kong. RARAZ12.5% - Z AR EBIRIABISRAE THEAGE
BB EHERK -
The Institute has a 12.5% (2012: 12.5%) interest, without investment cost, in Joint HEE BB AW ER ([HBEE]) 12.5% (ZF—
University Programmes Admissions System (“JUPAS”) which was incorporated on 18 ZAF12.5%) #wm OREREME)  WEBR—ANE
September 1990 as a company limited by guarantee. The purpose of the company FNATHEMK L B —FERER AR HEHZM
is to administer and operate the joint admissions system for and on behalf of each KIBEENGEKBEEMEE AW EFTE -
member of the JUPAS.
The Institute holds a 25% (2012: 25%) interest, without investment cost, in EdExchange HrHEHRSm25% (—F——4:25%) &% OB
Limited which was incorporated in Hong Kong on 21 March 2005 as a company limited REKA) - WWBBR-TEAF=A—+—A&EE 5+
by guarantee. The purpose of the company is to promote education and to provide M A—EERER AR RARAIEEHEFSE I
financial assistance and subsidies for the purposes of education and training to educational TR AT S BB BN % - LA R BB FIE #5892
charities, scholarships, fellowships and bursaries in Hong Kong and elsewhere. BRESERIEHRRED HEESHMYES -
The Institute has a 12.5% (2012: 12.5%) interest, without investment cost, in Joint HEHFEHERERERVNEZEES ([ZE&]) 12.6% (=F
Quality Review Committee Limited (“JQRC”) which was incorporated on 26 August 2005 —ZF12.5%) #m ORBEREKAL) - WBER-TZ
as a company limited by guarantee. The purpose of the company is to provide and AFNAZFANBEFMK L A—EERERAR HAH
implement a peer review framework for the quality assurance of self-financing, associate- RARZEGANKEMIFERISEHPINE B & ERIE 2
degree programmes in the continuing education units of the members in the JQRC. (L ERFBIR AT TIRI R AT 1 ©
The Institute has a 12.5% (2012: 12.5%) interest, without investment cost, in JULAC HrAEAEHAMHEEEFTRAR ([HEE
Joint Universities Research Archive Limited (“JURA”) which was incorporated on 30 JE]) 12.5% (ZF—=4F :12.5%) #s CREREKA) -
September 2011 as a company limited by guarantee. The purpose of the company ZARR-E——FNA=FAiF ML B —RIERER
is to advance education and research, to establish, maintain and manage a repository nal REMR B TIREHERHF RREEHETE
of books, serials, periodicals, audiovisuals and other research materials from UGC B & BB - B - 1R B A 5 AR
funded institutions in Hong Kong and to provide library facilities. VEE MARGFAELE e E R
Given the nature of these institutional entities and the insignificance of the investment F R UL S B 1% 0 1 B AR B AR T K - 2B 00 4% %
costs, the Institute did not account for them in its financial records. In addition, WERRIFEAE B FE088F o st o) - BRI 1 B IE T
taking into consideration that there are no significant operations in these institutional EEAMEENHAEBZETK  HEPIMEERE
entities and they are immaterial to the Group, their results are not accounted for in the FOARE B GRE I TEREA
Group’s consolidated financial statements.
92  The Hong Kong Institute of Education Annual Report 2012-2013



Notes to the Financial Statements | Bt #3R&H

THE HONG KONG INSTITUTE OF EDUCATION FAE#E 25k
(Expressed in Hong Kong dollars unless otherwise stated) (5 HZE55) » BrE @ 5B S BEN)

5 Financial instruments by category 5 SRITH (REH)

Group A~5%H

Financial assets at

fair value a through Held-to-
Loans and profit or loss maturity
receivables RARBEGA investments Total
B R pEGR BENSmEE HEZIHBEERE fak
Note $'000 $'000 $'000 $'000
HizE BET T BT BET T BB
Financial assets as at R-B—=FXA=1+HH
30 June 2013 SREE

Held-to-maturity investments BEZRIHAKRE 6 - = 62,657 62,657
Time deposits TE BT 3 7 593,998 = = 593,998
Accounts receivable FEUBR IR 8 35,184 - = 35,184
Security deposits REBEES 8 7,566 - = 7,566

Financial assets at fair value RAREEFABREL
through profit or loss SREE 9 = 19,104 = 19,104
Cash and cash equivalents e RRSEEY 10 501,508 = = 501,508
1,138,256 19,104 62,657 1,220,017

Financial assets as at R-B——FXA=1+HH
30 June 2012 SREE

Held-to-maturity investments BEZRIHAKRE 6 - - 23,588 23,588
Time deposits TEBATE 3 7 486,459 = = 486,459
Accounts receivable FEUAR IR 8 33,823 - = 33,823
Security deposits RBERE 8 6,421 - - 6,421

Financial assets at fair value RAREEFTABRN
through profit or loss SREE 9 = 17,902 = 17,902
Cash and cash equivalents B RRESEEY 10 615,838 = = 615,838
1,142,541 17,902 23,588 1,184,031
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5

94

Financial instruments by category (Continued)

Institute 2Bz

Financial assets as at
30 June 2013
Held-to-maturity investments
Time deposits
Accounts receivable
Accounts due from subsidaries
Security deposits
Financial assets at fair value

through profit or loss

Cash and cash equivalents

Financial assets as at
30 June 2012
Held-to-maturity investments
Time deposits
Accounts receivable
Accounts due from subsidaries
Security deposits
Financial assets at fair value

through profit or loss

Cash and cash equivalents

Financial liabilities as at
30 June
Other financial liabilities
Accounts payable, accruals
and other deposits
Borrowings

Note

FfeE

R-B—=FXA=+HW

TREE
FEZZHMARKRE

TE BfF AR

JEUBR X

JRE LS P /B8 2 RO 3RIR
REEE

B BE AR
ReMREEEY 10

0 0 0 N O

O

RZB-—ZFXA=+HEW

EREE

KEZRIHMAKE

E BT

JE W BR TR

JRE WS Bf 8 X R SRR

REZE

BAREBEFABZED
SREE

Re MRS FEY 10

0 0 0N O

©

Note
HizE
RAA=+HKNEREAE
H f Lj %\ = EEE Ii
FEAT BRI FEETRUE
11
B 13
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5 ERTH REN) (&

Financial assets at

fair value through Held-to-

Loans and profit or loss maturity
receivables BRnEEFA investments Total
B R BRNEREE KEZEIHAKRE k]
$'000 $'000 $'000 $'000
AT BETR AETT  BETR
- - 62,657 62,657
589,961 - - 589,961
33,928 - - 33,928
1,634 - - 1,634
7,359 - - 7,359
- 19,104 - 19,104
472,799 - - 472,799
1,105,681 19,104 62,657 1,187,442
- - 23,588 23,588
486,459 - - 486,459
31,896 - - 31,896
56 - - 56
6,191 - - 6,191
- 17,902 - 17,902
577,859 - - 577,859
1,102,461 17,902 23,588 1,143,951

Group A58 Institute 2Bz
2013 2012 2013 2012
$'000 $'000 $'000 $'000

BETT BT BYTT BT
112,669 128,332 107,205 125,898

- 1,456 - 1,456
112,669 129,788 107,205 127,354
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6 Held-to-maturity investments 6 FEEIHERSE
Group and Institute 4~5& MR
2013 2012
$'000 $'000
BETT BT T
Unlisted, at amortised cost FEET - IRBHRAREAA
and classified as current assets MENEE 62,657 23,588
7 Time deposits 7 EHIHFR
Group Z&5%E Institute 2%
2013 2012 2013 2012
$'000 $'000 $'000 $'000
BT T BT BT BEF T
Time deposits with original REHA A BA3ME A8
maturity over 3 months EHTFR
Current portion B ER(D
- Unpledged - AEHE IR 564,481 455,454 560,444 455,454
- Pledged - BEEER 6,000 7,500 6,000 7,500
570,481 462,954 566,444 462,954
Non-current portion EMENEB S 23,517 23,505 23,517 23,505
593,998 486,459 589,961 486,459
The effective interest rate on time deposits with original maturity REIBHEE=EANERTFROERFERL1.96%
over 3 months was 1.96% (2012: 1.82%) per annum. These (ZZ—=F:1.82%) : LFFROINEFHEIEHH
deposits have a weighted average maturity of 165 days (2012: A165H (ZE—=F:189R) -
189 days).

The pledged time deposits of $Nil (2012: $1.5 million) and $6.0 TEHHERBES T (ZF——F  BB15087m) K&

million (2012: $6.0 million) are used respectively as securities o008 (ZE—=F : B%6008IT) DAlBESR
for a loan from the HKSAR Government disclosed in Note 13 B E BUTFTIR B H R GHEEIRME13)
and for the Group’s bank overdraft facilities which have not been AR REAREBRNF R R B RBARRITE XENE
utilised as at year end (2012: $Nil). B(CCE——F |\ -
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8 Accounts receivable, deposits and prepayments 8 FEYCERER - IR RFERRIE
Group &5 H Institute #fz
2013 2012 2013 2012
$'000 $'000 $'000 $'000
BT BT T BT BT T
Accounts receivable (Note a) FEUERTR (FfaE ) 35,184 33,823 33,928 31,896
Less: Provision for impairment B ORERE
(Note b) HiE2) (2,340) (2,593) (2,213) (2,243)
32,844 31,230 31,715 29,653
Amounts due from subsidiaries FEUHHT B A B FRIE - - 1,634 56
(Note ¢) (F1aE)
Security deposits RBERE 7,566 6,421 7,359 6,191
Maximum exposure to credit risk FERR O S FE 40,410 37,651 40,708 35,900
Prepayments TEfFIE 7,937 6,278 7,640 5,853
48,347 43,929 48,348 41,753
(a) Accounts receivable (F) ERERR

As at 30 June 2013, the Group’s and the Institute’s EZE—=FXA=1H XEEKEH

accounts receivable of $2,617,000 (2012: $2,112,000) B Y B 180 HAME I £ R (E M B U AR F

and $2,540,000 (2012: $1,716,000) respectively were R AE2 617,000 (ZZ——F: /8

past due but not impaired. These mainly relate to a #2,112,0007T) & 7##2,540,0007T

number of students and the HKSAR Government for whom (== ——%F : 7¥1,716,0007T) ° Itk

there is no recent history of default. The ageing analysis EREFESREIDREIRERT

of accounts receivable is as follows: BNZRBERBEFRENG - E

FEU R RAVBRIR DAT LA T :

Group A£ME Institute 2Bz

2013 2012 2013 2012

$'000 $'000 $'000 $'000

BT T BT BETT BT

Not past due i EA 30,227 29,118 29,175 27,937
Past due by: B

0 — 3 months 0—31EA 1,232 1,441 1,155 1,183

3 -6 months 3—6 @A 1,320 590 1,320 467

6 — 12 months 6—12 @A 52 66 52 51

Over 12 months HBiE1218 A 13 15 13 15

32,844 31,230 31,715 29,653
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8 Accounts receivable, deposits and prepayments 8
(Continued)

(b) Provision for impairment of accounts receivable

As at 30 June 2013, except for the Group’s bad debts
written off directly to the statement of comprehensive
income of $Nil (2012: $4,000) and written back directly
to the statement of comprehensive income of $Nil (2012:
$99,000), the Group’s and the Institute’s accounts
receivable of $2,340,000 (2012: $2,593,000) and

of $2,213,000 (2012: $2,243,000) respectively were
impaired and full provision has been made accordingly.
These mainly relate to a number of students for whom there
are unexpected difficult economic situations. The ageing
of these receivables is as follows:

Notes to the Financial Statements | Bt #3R&H

FEWIBRSX « iR & RFAMTRIE (&

(2)

FEURR TR R E BB
MW-E—=FXA=10 BTAEHE
EERA IR RN ERAE
Tor (2T ——F : A#4,0007T) A
REEROLERARENSEALE
T (ZZ——%F : ##99,0007T) Hh A
EEEHROEERELEFLEH
BREOEKIRZ S R R#E12,340,000
JL (2T —=4F : #%2,593,0007T) &
2,213,000 (ZT——4& B
2,243,0007T) c WWERBEFESR S
BHIRTERAIME ER B S - L5
FEUREVRRES A ATIAT -

Group #~5%E Institute 2Bz

2013 2012 2013 2012

$'000 $'000 $'000 $'000

BT BT BETT BT

Past due by: B -

0 - 3 months 0—31@A 106 481 106 443

3 - 6 months 3—6 @A 562 724 496 652

6 — 12 months 6—121{EA 1,613 1,092 1,552 987
Over 12 months HBiB121E A 59 296 59 161
2,340 2,593 2,213 2,243

Movements on the provision for impairment of accounts
receivable are as follows:

FEMBR AR E B R BN T -

Group A5£E Institute 2Bz

2013 2012 2013 2012

$'000 $'000 $'000 $'000

BETT BETT BET T BT

Balance at 1 July 2012/2011 RZT2——F /=T —F 2,593 1,953 2,243 1,788

+tA—AMET

Provision for impairment REREE 2,428 2,454 2,213 2,239
Receivables written off during FAMSHESRIER

the year as uncollectible TEEUR B M 78 (2,504) (1,272) (2,088) (1,272)

Reversal of provision for SRR ERE
impairment (177) (542) (155) (5612)
Balance at 30 June 2013/2012 RZZE—=F/=F—=F 2,340 2,593 2,213 2,243

NA=THENER
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8
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Accounts receivable, deposits and prepayments
(Continued)

(b)

(c)

Provision for impairment of accounts receivable (Continued)

The Group has recognised a loss of $2,428,000 (2012:
$2,454,000) for the impairment of its accounts receivable
during the year ended 30 June 2013. The loss has been
mainly included in office expenses under “Instruction and
research”, “Other academic services”, “Management and
general” and “Student and general education services”

in the statement of comprehensive income, to the extent
of $1,318,000 (2012: $1,336,000), $77,000 (2012:
$255,000), $802,000 (2012: $782,000) and $231,000
(2012: $81,000) respectively.

The unused impairment provision of $177,000 (2012:
$542,000) was reversed and credited to office expenses
under “Instruction and research”, “Other academic
services”, “Management and general” and “Student

and general education services” in the statement of
comprehensive income, to the extent of $107,000 (2012:
$44,000), $34,000 (2012: $58,000), $31,000 (2012:
$382,000) and $5,000 (2012: $58,000) respectively.

Amounts due from subsidiaries

The amounts due are unsecured and repayable within 30
days. Except for the amount of $8,000 (2012: $10,000)
due from a subsidiary which is interest-free, the remaining
balance is interest bearing at monthly savings account
interest rate quoted by bank, and is charged on the overdue
balance. At the balance sheet date, none of the amounts
due from subsidiaries was overdue.
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8

FEW AR iR & RTAFRIA ()

(2)

FEW AR SRR E RS ()
BET——FA-THILFERER
FEU R S R (B 5 1R 78 152,428,000
JL (ZZ——% : ##2,454,0007T) °
HEBBEELAZEARERN [
BRMx] - [HMEMmRE - [—#&
THREREER] UK BER—REYE
FRTE] BV A ERZ A BEES R
151,318,000 (ZZT—=4F : B¥
1,336,0007T) ¥ 77,0007T (ZF—
4 E¥255,0007T) ~##5802,000
T (ZT—=F : B¥782,0007T) &
231,000 (ZE—=F : B8
81,0007T) °

REAORERESBE177,000T
(ZZ—=4%: %%542,0007T) B4
8BE WEFAZEKRZETR [H2
Kitgel - [EmEMRE] - [—H&1T
BRER| AR 24X R—BREUER
B MR AERIAN  BED B AAE
107,0007C (ZZT——%: 44,000
JT) 134,000 (ZE——F : B
58,0007T) 31,0005 (=T —=
4 ##382,00070) RAS5,0007T
(ZZ——4%: %¥58,0007T) °

e B AR R IR

I T8 RO A S IR AR AN B TR B0 A A 1B
BT —EMEARNFRIBEE
8,0007T (ZZ——% : }#¥10,0007T)
BRI ERFRRRITEARER
RAEAE AR WEAB ISR
XeoREE R WERHEKHB AR
HFRIH
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9 Financial assets at fair value through profit or loss 9 RARBEFNEENHEMEE

Group and Institute <5 B

2013 2012
$'000 $'000
BET T BB T
Investment in listed unit trust in AL MEMNEFIRE
Hong Kong, at fair value (RAR(EE) 17,860 16,719
Investment in unlisted unit trust, I EMBLEFERE
at fair value (RAREE) 1,244 1,183
19,104 17,902
Note :  Changes in fair values of financial assets at fair value through profit or loss WiaE :  BAAREEGIAB=ENEREEN A BEEESHIESEH
are recorded in “interest and net investment income” in the statement of Wk ite /s [FIERFIREWA ] (Hat21) -
comprehensive income (Note 21).
10 Cash and cash equivalents 10 HERRSEEY
Group &5£E Institute 2Bz
2013 2012 2013 2012
$'000 $'000 $'000 $'000
BT BT BET T BT
Cash at banks and in hand SRITRFERE 212,783 201,261 187,277 169,632
Short-term bank deposits RHRITIF 288,725 414,577 285,522 408,227
501,508 615,838 472,799 577,859
The effective interest rate on short-term bank deposits was 0.54% EERITE RN BRI 50.54% (ZF—=
(2012: 0.89%) per annum. These deposits have a weighted F:0.89%) : ILFEFHOMEFHEIEAR38
average maturity of 38 days (2012: 33 days). A (ZZT—=%:33R) °
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11  Accounts payable and accruals 11 FEfTRARFR R FER TR IE
Group &5£E Institute 2Bz
2013 2012 2013 2012
$'000 $'000 $'000 $'000
BT T BT BT T BT T
Accounts payable FERTBRFR 66,748 59,568 63,374 57,699
Accruals FEETRUE 43,401 66,559 41,311 65,994
Other deposits Hithize 2,520 2,205 2,520 2,205
112,669 128,332 107,205 125,898
Other provisions H b - 4,397 > 4,397
Receipts in advance TEUGRIA 35,721 77,807 35,138 77,372
148,390 210,536 142,343 207,667
(a) The carrying amounts of accounts payable and accruals () BEZ—=FKR-T——FXA=t+
approximate their fair values as at 30 June 2013 and 2012. A A REFE, EABRR R ER

FENREEEEAABERE -

12  Provision for employee benefits 12 EEEMNEE
Group A5£E Institute 2Bz

2013 2012 2013 2012
$'000 $'000 $'000 $'000
BETT BT BETT BETIT

Staff costs: EBEMA :
Unutilised annual leave and others Rz EXEVEE 1R R E At 54,156 34,742 54,124 34,304
Gratuities KmE S 26,090 25,051 26,026 24,530
Long service payment RERIS S 384 336 91 99
80,630 60,129 80,241 58,933

Payable: FERIK

Within 1 year —FR 69,670 51,466 69,281 50,490
After 1 year —F1& 10,960 8,663 10,960 8,443
80,630 60,129 80,241 58,933
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13 Borrowings

13

Notes to the Financial Statements | Bt #3R&H

B

Group and Institute Z&&E BT

Term loan, secured and classified EHRIFWHEREN A BRI EEHER
as current liabilities

Note:  The HKSAR Government provided a loan of $15.0 million to the Institute to meet
start-up costs of self-financing accredited post-secondary programmes (e.g.
Associate Degree Programmes). The loan is non-interest bearing, repayable in
equal annual instalments over a period of 10 years with first instalment in June
2004 and is secured by the Institute’s bank deposits of $Nil (2012: $1.5 million)
as disclosed in Note 7.

As at 30 June 2012, the carrying amounts were based on future cash flows
discounted using a rate based on the then effective market borrowing rate of 3.0%
and all denominated in Hong Kong dollars.

The fair value of borrowings approximates their carrying value as at 30 June 2012.

e

2013 2012
$'000 $'000
BT BETT

- 1,456

B BT E IR EH 1 SO0 ER + U
11 & B EBRAF LR (AIEIEL BRI KB
B - SERTHAE AP EGFSEME - 54
EREA=TEOEAS - Wb BRI ERE
T (ZF—=F  BMI508TT) (EAER - MR
B -

RZF—ZFANA=1+H FHERBRESTELE
B EIE SRR 0% HHE - RBLETA
ey -

RE-T——FAA=+ALHBEE  BRODAE
S R A -
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14

Deferred income 14 EERA
Group ~%E Institute 5%
2013 2012 2013 2012
$'000 $'000 $'000 $'000
BETT BT BET T BT
Balance at 1 July 2012/2011 R /=F——F
+tB—HWERE 201,844 208,664 201,355 208,587
Subventions, grants and B/ ERE B
donations received/receivable B RIBR 758,397 742,641 737,681 722,514
Recognised during the year KEEZ AR (713,660) (644,920) (693,400) (626,667)
Transferred to deferred ERFREEAES
capital funds (Note 15) (H47E15) (41,723) (104,541) (41,116) (103,079)
Balance at 30 June 2013/2012 R-B—=F/=-8—=F
NA=ZTHNERE 204,858 201,844 204,520 201,355
2013 2012 2013 2012
$’000 $'000 $’000 $'000
BETT BT T BETT BT
Balance representing: ERBE
Institute (S
Earmarked Grants e B R
- Research - %% 11,937 11,905 11,937 11,905
- Immersion - TR 38,709 29,085 38,709 29,085
- Home Financing Scheme - RATE BT S 86,239 86,293 86,239 86,293
- Housing-related benefits other - EEFEMFECZER
than Home Financing Scheme EFERE S L 29,482 27,010 29,482 27,010
- Others - Efth 23,709 17,690 23,709 17,690
Capital Grants and Alterations, HEEBRRAGE - g -
Additions, Repairs and HIERETIRRRALE
Improvements Block Allocation 6,485 20,896 6,485 20,896
Grants from government agencies BRI B 3R 7,959 8,476 7,959 8,476
204,520 201,355 204,520 201,355
Subsidiary MEAR
Earmarked Grants HEB N
- Others - Efth 338 489 - -
204,858 201,844 204,520 201,355

102

The Hong Kong Jockey Club Charities Trust (the “Trust”) approved
funding of $3,117,000 for the Group’s project “Research
Effectiveness of Early Intervention for Chinese Kindergarteners

at Risk for Specific Learning Difficulties” and $669,000 for the
project “READ & WRITE: A Jockey Club Learning Support Network
Publishing a Standardized Assessment Battery for Identification
of Secondary Students with Dyslexia in Hong Kong”. During

the year, the Group received grants from the Trust of $66,000
(2012: $776,000) and $159,000 (2012: $88,000) for these
two projects respectively and the unutilised balance is included in
deferred income.

The Hong Kong Institute of Education Annual Report 2012-2013

EEBEEERESETES ([RES]) IbEA
REEY [EHEE BESESIRTE - &
B TEBRE N RETE I BEM [EHEE
BERSEIIRIE - ERVPELESER
A% | BEHRHRME £ 583,117,000/
#669,0007T ° FEAFE  AEEE S B MIE
18 B W BZE S M ER66,0007T (ZF—
4 B776,0007T) FE#159,0007T (=ZF
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15

Deferred capital funds

15

Notes to the Financial Statements | Bt #3R&H

BESFES

Group Z&%E Institute #Bx

Balance at 1 July 2012/2011

Representing:
Buildings
Construction In progress
Leasehold improvements
Fixtures and equipment

Transfer from deferred income
(Note 14)
Construction in Progress
Leasehold improvements
Fixtures and equipment

Transfers
Construction in Progress
Leasehold improvements
Fixtures and equipment

Release to statement of
comprehensive income
Buildings
Leasehold improvements
Fixtures and equipment

Balance at 30 June 2013/2012

Buildings

Construction in Progress
Leasehold improvements
Fixtures and equipment

R-B——F/=8——F
+tA—BNEE

HER
BT
FrIR
HEMEER
KENHRB

B EIREWA (FHRE 14)

wETR
HEMELSR
HE MR

BB
wEITR
TEMERS
HERH

BAMZ R

BF
HEMERAR
KERH

R-B-—=F/=%—=F§
ANA=THNEE
EF
wEIR
TAEmERE
HERF

2013 2012 2013 2012
$'000 $'000 $'000 $'000
BT BT BT BT
2,021,959 2,003,128 2,017,773 1,999,739
1,826,411 1,874,949 1,823,544 1,872,009
63,930 8,418 63,930 8,418
77,575 66,648 76,783 66,648
54,043 53,113 53,516 52,664
2,021,959 2,003,128 2,017,773 1,999,739
12,915 86,274 12,915 86,274
14,440 1,820 13,921 896
14,368 16,447 14,280 15,909
41,723 104,541 41,116 103,079
(76,255) (30,762) (76,255) (30,762)
75,495 23,199 75,495 23,199
760 7,563 760 7,563
(48,243) (48,538) (48,170) (48,465)
(26,223) (14,092) (26,017) (13,960)
(20,072) (23,080) (19,793) (22,620)
(94,538) (85,710) (93,980) (85,045)
1,778,168 1,826,411 1,775,374 1,823,544
590 63,930 590 63,930
141,287 77,575 140,182 76,783
49,099 54,043 48,763 53,516
1,969,144 2,021,959 1,964,909 2,017,773
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16 Restricted funds

16

Institute #pz

Unspent
Endowment balance for
funds research Total
BAES KRR LE “%E
$'000 $'000 $'000
ok BT T BT T
(Note a) (Note b)
(HiaEF) (HizEZ)
Balance at 1 July 2011 R-ZB——FLtA—HWERE 49,235 9,380 58,615
Transfer from statement of ER A2 ERER
comprehensive income 888 - 888
Inter-fund transfer (Note 17) EoHEER (M7 17) - (2,278) (2,278)
Balance at 30 June 2012 R-B——FXA=1+HK
and at 1 July 2012 —E-—FtA-HWERF 50,123 7,102 57,225
Transfer from statement of ERA2ERER
comprehensive income 720 - 720
Inter-fund transfer (Note 17) HEeMER (M 17) = 2,834 2,834
Balance at 30 June 2013 R-B-=FXA=1+HNERF 50,843 9,936 60,779

() [BRED ] BHRRREEENERE
REESHNASE WERBESH
EERWARZFETE BiErEEN

support activities of designated purposes. B

(a) “Endowment funds” represent grants and donations on which the
Institute would, according to the wishes of the donors, keep the
principal intact and only use income generated from the fund to

[RAMZaERR] EiEEH T RMR
HERZN - R EBERFEEESNG
HoEEESEAMBES ZHNES
MEREEANFERREMEEEM
BRESHEZEMRBEMEE
HOAEERFRR ©

(b) “Unspent balance for research” represents the balances of (2)
general and development reserve fund designated for different
research projects. Inter-fund transfer between restricted funds
and other funds represents the net balance of funds set aside
for specific research projects during the year and expenditure
incurred under these research projects.
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17 Other funds

17

Notes to the Financial Statements | Bt #3R&H

Hip B&

Institute Bz

General and Other
development Matching operation Donations
reserve fund Grant Funds reserves and
—MRREE  REmEE Hfth  benefactions Total
FEEES e LERFE  BRREY k]
$'000 $'000 $'000 $'000 $'000
BT BRI BT BRI BT
(Note a) (Note b) (Note c) (Note d)
23 (HiFZ) (Hi7#7) (H1:ET)
Balance at 1 July 2011 R-ZB——FtA—HWERF 249,704 85,374 200,948 79,061 615,087
Transfer from/(to) statement of ~ &E#E B / (AN)2HEWEE
comprehensive income 7,354 (9,304) 12,369 (3,810) 6,609
Inter-fund transfer (Note 16) E&MER (1t 16) 3,304 - (1,026) - 2,278
Balance at 30 June 2012 and R=-TBE——&XA=+HE
at 1 July 2012 —E-—FtA-HWERF 260,362 76,070 212,291 75,251 623,974
Transfer from/(to) statement of ~ E#&E / (A)ZEMKEER
comprehensive income 53,407 2,413 35,680 (3,280) 88,220
Inter-fund transfer (Note 16) EeMER (M 16) (2,834) - - - (2,834)
Balance at 30 June 2013 R-B—=FXA=+A0NE"E 310,935 78,483 247,971 71,971 709,360
(a) “General and development reserve fund” (“the Reserves”) () [—REkEFERFEES] ([FEE2])
represents the unspent UGC funds (i.e. the recurrent grants other EHRNARBHESER (EET
than earmarked grants for specified purpose) of the Institute. The B BETBREHRERARNIEER
balance of the Reserves at the end of the funding period (usually ) - EBESNERE (RERH=
a triennium) that can be carried over to the next funding period is F) EmREsAsesR (AIEEET—@
limited to a maximum of 20% of the approved recurrent grants for AR DAROE LR BB B 4C I BER
the Institute other than the earmarked grants for specific purposes (TEFEHRERARNIETEN) &
for that funding period. Should the balance of the Reserves at %20% R0 - INRFHE SR BRH
the end of the funding period exceed the ceiling allowed, the JiE o B B 4 A BB ] A RT BV LR - R
excess amount is refundable to the UGC. PHESBEARETHES
. () RE#RDHSESRESERITHEK
(b) Matching Grant Funds a.re fund§ gfranted t;y the HKSAR . PR 8 A AT A B A -
Gc?vernment ona .matchlng basis gr qualified private donations RS R A S - R
raised by the Institute. The matching grants can be used for Dy
supporting activities within the ambit of UGC-recurrent grants. .
WE"]/E@ °
(c) “Other operation reserves” are funds other than those described (R) [EthiErEl & (F) - (2) 5 (T)
in (a), (b) or (d) and are to be used to finance the Group's PRt AN E @ - Wt B AIEAARE
activities in general. B —REBRHES -
) BB B TEgRETRESE L

(d) “Donations and benefactions” represent the reserves of non-

refundable donations from the donors.
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18 Summary Report for UGC-funded and Non-UGC- 18 HESEBRIEHEEEEN
funded operations BEME
Group ~%H
2013 2012
UGC- Non-UGC- Total UGC- Non-UGC- Total
Funded Funded wE Funded Funded et
sEE  FREe e HEe
-t &B v v)
$'000 $'000 $'000 $000 $'000 $'000
BT BT BT BT BB BB
Income WA
Government subventions B RER 721,408 70,590 791,998 651,146 71,658 722,804
Tuition, programmes and 25 . REMEMKE
other fees 245,228 159,925 405,153 205,540 141,505 347,045
Interest and net investment B RFRE W
income 21,636 5,445 27,081 11,955 1,315 13,270
Donations and benefactions BB - 17,292 17,292 ° 11,385 11,385
Auxiliary services it /28 AR 75 7,550 22,670 30,220 11,580 17,134 28,714
Other income HABA 4,378 9,051 13,429 6,344 9,264 15,608
1,000,200 284,973 1,285,173 886565 252261 1,138,826
Expenditure 3]
Learning and research HE RME
Instruction and research HERHE 522,272 169,518 691,790 474,343 172,291 646,634
Library EES 36,092 5,550 41,642 37,087 5,567 42,654
Central computing facilities R B RS 54,606 5,809 60,415 61,495 6,226 67,721
Other academic services H it BT AR 38,501 5,637 44,138 39,338 4,544 43,882
Institutional support EEST
Management and general —RITBRER 56,702 18,285 74,987 59,728 12,818 72546
Premises and related expenses ~ #& RiERERIS 195,440 16,817 212,257 178,288 15,351 193,639
Student and general B4 L —WHE RS
education services 40,402 39,960 80,362 37,836 28,624 66,460
944,015 261,576 1,205,591 888,115 245,421 1,133,536
Surplus/(deficit) from operations 'SEE?& | (E54H) 56,185 23,397 79,582 (1,550) 6,840 5,290
Finance costs BITS AR - (44) (44) - (86) (86)
Surplus/(deficit) and total BRASFERSS (Fi) &
comprehensive income for 2HENEEHE
the year before transfers 56,185 23,353 79,538 (1,550) 6,754 5,204
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HETABRFHESTHY

18 Summary Report for UGC-funded and Non-UGC- 18
funded operations (Continued)

Institute 2%

2013 2012
UGC-  Non-UGC- Total UGC-  Non-UGC- Totel
Funded Funded it Funded Funded £
yEe *HEE HE® FHEe
&H B a5 a
$'000 $000 $000 $000 $'000 $'000
BETT BT BT BT BT BT
Income WA
Government subventions B EER 721,408 47,785 769,193 651,146 49,098 700,244
Tuition, programmes and 25 . REMEMKE
other fees 245,228 145,703 390,931 205,540 98,544 304,084
Interest and net investment B RFIRE Wz
income 21,636 5,318 26,954 11,955 1,261 13,216
Donations and benefactions BRLED - 16,595 16,595 - 10,651 10,651
Auxiliary services Bt B AR 7S 7,550 23,852 31,402 11,580 22,608 34,188
Other income HABA 4,378 14,119 18,497 6,344 14,753 21,097
1,000,200 253,372 1,253,572 886565 196915 1,083,480
Expenditure b3 ]
Learning and research HE MR
Instruction and research HERE 522,272 130,787 653,059 474,343 116,706 591,049
Library EEE 36,092 5,550 41,642 37,087 5,567 42,654
Central computing facilities PR BRI 54,606 5,809 60,415 61,495 6,226 67,721
Other academic services H it AT AR 75 38,501 5,637 44,138 39,338 4,544 43,882
Institutional support HELT®R
Management and general —BITHRER 56,702 17,950 74,652 59,728 12,417 72,145
Premises and related expenses & RARRE X 195,440 14,990 210,430 178,288 13,748 192,036
Student and general S4 R —BHE R
education services 40,402 39,850 80,252 37,836 28,574 66,410
944,015 220,573 1,164,588 888,115 187,782 1,075,897
Surplus/(deficit) from operations &EZ &k / (E#4t) 56,185 32,799 88,984 (1,550) 9,133 7,583
Finance costs AR - (44) (44) - (86) (86)
Surplus/(deficit) and total ERALFERS (Fi) &
comprehensive income for 2EKESHE
the year before transfers 56,185 32,755 88,940 (1,550) 9,047 7,497
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19 Government subventions 19  BIRFER
2013 2012 2013 2012
$'000 $'000 $'000 $'000
BETT BT BT T BT
Subventions from UGC BEERN
Block / Recurrent Grants BE /KEMHER 592,425 511,669 592,425 511,669
Earmarked Grants EEREK 47,872 69,455 47,872 69,455
Home Financing Scheme EFT& TS 4,172 6,075 4,172 6,075
Matching Grant BB & B 10,770 28 10,770 28
Replacement Town Centre FEEMEAR 6,011 10,510 6,011 10,510
Earmarked for Pension Top-up EEMMRNKS 4,654 4,824 4,654 4,824
Earmarked Language T8 RBXUTIR iR 2
Immersion Programmes 4,465 7,311 4,465 7,311
Research projects f7IER 13,382 11,624 13,382 11,624
Housing-related benefits EEMEMFEZEE
other than Home BAIMRES
Financing Scheme 1,613 1,269 1,613 1,269
Development of the New [==m ] 26T
Undergraduate Programmes FARHAERBER
under 3-3-4 Academic Structure - 10,226 - 10,226
Promoting Outcome-based B AR RN R 7%
Approaches - 4,557 - 4,557
Upgrading of Language Teaching RIABEHEMEE R
& Learning Facilities 203 444 203 444
New Initiatives to 3-3-4 [==/] BHIHFHETE - 7,606 - 7,606
2010-12 Development of New [==m] 2%z
Undergraduate Programmes HEITH) 2010-12 &2
under 3-3-4 Enhance FIARHAEREBEER
Communication - 2,530 - 2,530
Knowledge Transfer MR 1,688 1,662 1,688 1,662
Other Earmarked Grants H g e R 914 789 914 789
Government rent and RO AR K = A
rates refund 8,738 8,483 8,738 8,483
Capital grants and Alterations, EERB SR REGE - N -
Additions, Repairs and Hs Rk E TR
Improvements Block Allocation 72,373 61,539 72,373 61,539
721,408 651,146 721,408 651,146
Grants from government BT HRE R
agencies 70,590 71,658 47,785 49,098
791,998 722,804 769,193 700,244
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20 Tuition, programmes and other fees

Notes to the Financial Statements | Bt #3R&H

UGC - funded programmes
Tuition fees
Programmes and other fees
Non - UGC - funded
programmes
Tuition fees
Programmes and other fees

HESTERE
PRI e HA U
FREEERE

2%
ARAR R HoA U

21 Interest and net investment income

Unrealised gain / (loss) from
financial assets at fair value
through profit or loss

Realised gain / (loss) from
financial assets at fair value
through profit or loss

Dividend gain

Interest income

Foreign exchange gain

KEBRARBEFA
BENEREED
AEBRWE / (BB)

RERARBEFA
BENEREED
EERWE / (F18)

B& B

FLSHA

22 Donations and benefactions

Capital projects
Scholarships, prizes and bursaries
Donations for academic activities

ESeys
RES RENPEL
HEINEB BN

(a) Matching Grant Scheme

The HKSAR Government has launched the Sixth Matching
Grant Scheme for 17 statutory post-secondary institutions
and approved post-secondary colleges to match the
donations secured by them. Donations pledged and paid

20 EBE -FENHGWE
Group Z&5%E Institute 2Bz
2013 2012 2013 2012
$'000 $'000 $'000 $'000
BYTT BT BETT BETT
236,627 196,070 236,627 196,070
8,601 9,470 8,601 9,470
149,732 128,109 138,546 89,755
10,193 13,396 7,157 8,789
405,153 347,045 390,931 304,084
21 FBRRFHREKS
Group A5%E Institute 2Bz
2013 2012 2013 2012
$'000 $'000 $'000 $'000
BYTT BT BETT BETT
1,247 (2,538) 1,247 (2,538)
5 (3) 5 (3)
562 536 562 536
15,043 12,455 14,956 12,401
10,224 2,820 10,184 2,820
27,081 13,270 26,954 13,216
22 ERRIEE
Group A5&ME Institute #px
2013 2012 2013 2012
$'000 $'000 $'000 $'000
BT BEF T BETT BEFT
1,898 5,061 1,898 5,061
4,447 1,633 4,447 1,630
10,947 4,691 10,250 3,960
17,292 11,385 16,595 10,651

to the Institute between 1 August 2012 and 31 July 2014
are eligible for such Matching Grants.

(F) EHwEp2EE
EERRBFEMEETRRAEL
HERBHETE G [(KEHEDSF
g ARHERRAITEEMSNIE
R ZERRN-_T——FN\A—RBE
ZE-EE A=+ —H B R
MR WEBIBRIST A BIR 2 R
[REaEE kA U
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22 Donations and benefactions (Continued) 22 iBREEE (&
For the year ended 30 June 2013, the related income or REEZT—=FA=+HILFE REMH
expenditure incurred for the Matched Donations and Matching B @B R B REEER A KRR
Grants are shown below : T
Group and Institute <&@z
Matching Matched
Grants Donations
B 046 B 2 B BR¥T# B 2 18 A
$'000 $'000
BT T BT
Balance at 1 July 2012 R-ZB——tA—BNER 76,070 80,469
Income LON
Matching Grants [RESEGEUE =58 10,745 -
Matched Donations Br 1 Bh & 1B - 11,485
Miscellaneous income IR A 628 1,694
Interest and investment income B RIZERA 1,560 1,574
12,933 14,753
Expenditure S
Academic strength and BMEREZRER
niche area development 2,732 6,733
Teaching and research HERAERF
enhancement 1,190 5,329
Scholarships, prizes and RES REMYPES
bursaries 2,734 3,096
Internationalisation and B L BB A QIR ED
student exchange activities 2,976 1,234
Student development BAETEE) 515 656
Others HAth 8 762
10,155 17,810
Classified as restricted fund StEIEEES 365 196

Balance at 30 June 2013 R-B—=FXA=1+AN&EE 78,483 77,216
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22 Donations and benefactions (Continued)

For the year ended 30 June 2012, the related income or

expenditure incurred for the Matched Donations and Matching

Grants are shown below :

Notes to the Financial Statements | Bt #3R&H

BRERE) (&)

REE=—F——FXA=+AILER  REH
SHIEM BB A R T

Group and Institute 4<&EMHKER

Balance at 1 July 2011

Income
Miscellaneous income
Interest and investment income

Expenditure

Academic strength and
niche area development

Teaching and research
enhancement

Scholarships, prizes and
bursaries

Internationalisation and
student exchange activities

Student development

Others

Classified as restricted fund

Balance at 30 June 2012

R-B——H5tA-HNEE

YA
FEEBA
MERRERA

-]
S EREIHER

HERFEIRH

RO RENPSEL

B L BB R IEE)
BEED
Hith

SItEIRRE RS

REFB-—-HXA=THNERF

Matching
Grants
AR Bh & BER
$'000

BETT
85,374

174
1,617
1,791

3,280
1,869
1,607

3,886

58]
10,695

400

76,070

Matched
Donations

BR ¥ B 2 1B RS
$'000

BT
87,750

1,727
1,598
8,328

4,973
3,348
1,791

267
28

72
10,479

127

80,469
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22 Donations and benefactions (Continued) 22 EBRKEE (&
(b)  Pilot Mainland Experience Scheme for Post-secondary (2) FBEBERuERTETE

Students ZABREBBRERTHERN S
The scheme is a five-year scheme launched by the ——F /| —ZHFHRENTFE AR
Education Bureau of HKSAR in 2011/12 to subsidise BB AN B E 24 B2
post-secondary students participating in short-term RHEENER G PEHE_T—=
internship or learning programmes in Mainland China on FRAZTHIEFE BEHHBISHNE
a matching basis. For the year ended 30 June 2013, the B N BRI R SRR IB IR
related income or expenditure incurred for the Matched T

Donations and Matching Grants are shown below :

Group and Institute 45 @M

Matching Matched
Grants Donations
Be ¥946 B 2 B BR ¥t B 2 1B R
$'000 $'000
BT BT T
Balance at 1 July 2012 R-ZE——FtA—BNERE - -
Income LON
Donations / Grants B / B 250 500
Miscellaneous income HETEUWA 34 188
Interest and investment income FERIEE WA 1 5
285 693
Expenditure ]
Programme Fee EEEA 41 126
Travelling Fee RE 30 207
71 333
Balance at 30 June 2013 R-B-=HXA=+HNEE 214 360
(c) Matched Donations are included in the donations and (7) B B2 18 B S A I8 2 R 18 B
benefactions and recognised as income in the same BRI R A
manner as other donations. Matching Grants are included g Ao BR B B 2 O A TR R
in the government subvention and recognised as income = 3 O U 5% FE Uk S B B RS R
when they have been received or become receivable. BULA-
23  Auxiliary services 23 MIBARTS
Group A£E Institute #B%
2013 2012 2013 2012
$'000 $'000 $'000 $'000
BET T BETIT BET T BT
Student hostels BARES 23,427 22,186 23,427 22,186
Rental income WA 4,552 3,745 5,734 9,219
Rental contribution from staff EER S 1,836 2,381 1,836 2,381
Others EHih 405 402 405 402
30,220 28,714 31,402 34,188
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24  Expenditure 24 XH
Group &&E
Employee
benefits Operating
expenses expenses Depreciation 2013 Total
B BREFIFx EIERY e Pk
$'000 $'000 $'000 $'000
BET T BET T BT T BT T
(Note 25)
(Kt&t25)
Learning and research HERHAR
Instruction and research HERHFE 616,039 70,633 5,118 691,790
Library EEE 23,762 17,510 370 41,642
Central computing facilities FR R E R 35,256 19,490 5,669 60,415
Other academic services Hth SRR 38,389 5,663 86 44,138
713,446 113,296 11,243 837,985
Institutional support HERE (Note 24a)
(BfzE24F)
Management and general —MRAITBRERR 60,159 14,762 66 74,987
Premises and related expenses Wi RAARRAX 35,861 92,636 83,760 212,257
Student and general education 24 Kk —RHE RS
services 34,364 45,185 813 80,362
130,384 152,583 84,639 367,606
Total expenditure 2013 —E-=FLHEE 843,830 265,879 95,882 1,205,591

Employee
benefits Operating
expenses expenses Depreciation 2012 Total
EERAMAX EIERY nE Pk
$'000 $'000 $'000 $'000
BT T BETFIT BT BB
(Note 25)
(Biz$25)
Learning and research HERHARE
Instruction and research HERIE 559,037 83,118 4,479 646,634
Library EES 24,069 18,082 503 42,654
Central computing facilities AR B KRR e 31,866 27,472 8,383 67,721
Other academic services E At 297 AR 7S 38,665 5,123 94 43,882
653,637 133,795 13,459 800,891
Institutional support BELE (Note 24a)
(BfzF245F)
Management and general —RMATB R B 59,536 12,928 82 72,546
Premises and related expenses W RAEBRAX 33,372 90,303 69,964 193,639
Student and general education 24 K& —RHAE RS
services 28,686 36,888 886 66,460
121,594 140,119 70,932 332,645
Total expenditure 2012 —E-CELHEE 775,231 273,914 84,391 1,133,536
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24 Expenditure (Continued) 24 X2 (&
Institute Bz
Employee
benefits Operating
expenses expenses Depreciation 2013 Total
EBREAMAX EIEMY nE “%E
$'000 $'000 $'000 $'000
BT T BT T BT BT
(Note 25)
(Biz#25)
Learning and research HERMAR
Instruction and research HE N 585,690 63,459 3,910 653,059
Library EE8 23,762 17,510 370 41,642
Central computing facilities RSB KRR e 35,256 19,490 5,669 60,415
Other academic services Hth SRR S 38,389 5,663 86 44,138
683,097 106,122 10,035 799,254
Institutional support BELE (Note 24a)
(Ktzt24a)
Management and general —MRATB R ERE 60,159 14,427 66 74,652
Premises and related expenses W& RAERAX 35,861 90,809 83,760 210,430
Student and general education B4 KR —RHE RS
services 34,364 45,075 813 80,252
130,384 150,311 84,639 365,334
Total expenditure 2013 —E-=FXHERE 813,481 256,433 94,674 1,164,588

Institute 5%

Learning and research
Instruction and research
Library
Central computing facilities
Other academic services

Institutional support

Management and general

Premises and related expenses

Student and general education
services

Total expenditure 2012
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HA RS
L SE
B
B B R
R B AR

HEXE

—RRAITH KB IR
R AR
BAER —RHEE RS

—BR-CHEXHAE

Employee
benefits Operating

expenses expenses Depreciation 2012 Total

BB EiBMX biin= PRk
$'000 $'000 $'000 $'000

BT BT BT BB

(Note 25)

(Kizt25)

510,721 77,046 3,282 591,049
24,069 18,082 503 42,654
31,866 27,472 8,383 67,721
38,665 5,123 94 43,882

605,321 127,723 12,262 745,306

(Note 24a)

(HfzE24a)
59,536 12,527 82 72,145
33,372 88,700 69,964 192,036
28,686 36,838 886 66,410
121,594 138,065 70,932 330,591
726,915 265,788 83,194 1,075,897
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24

Expenditure (Continued)

(a) Analysis of operating expenses - Institutional support

24

Notes to the Financial Statements | Bt #3R&H

Xt (&)

() 2EMION —HEXE

Group &5 Institute 2Bz

Management and general

Office expenses
Professional and legal fees
General insurance
Auditor’s remuneration
Minor equipment and
system implementation

Premises and related expenses

Utilities

Repair and maintenance and
minor works

Premises rental

Government rent and rates

Cleaning services

Security services

Office expenses

Telecommunications

Minor equipment and
system implementation

Property insurance

Notional rental for staff quarters

Student and general

education services
Student hostels expenses
Health care centre
Scholarship, bursaries and
prizes to students
Extra-curricular activities
Office expenses
Others

Total

—RITERRER
MAERX
BENERER
—RIRIR
EETE &
NRERERER

REREBAX
NGRS
#is RER/NEITIE

BFHEe

Z A
BRIRS

RZ Bk %5
MAER
ERER
NRRERERE N

MR
BTIEEMNEEES

B4R -RUBHRE

BABEEXH

BEHL

BED  PHESM
e

RINEED

MAERX

HAth

e

2013 2012 2013 2012
$'000 $'000 $'000 $'000
BT BT BT T BT
8,781 7,893 8,682 7,786
3,118 2,265 3,110 2,173
1,155 1,030 1,113 992
756 746 570 582
952 994 952 994
14,762 12,928 14,427 12,527
19,673 19,311 19,164 18,799
28,695 24,419 28,432 23,947
3,231 10,056 2,875 9,594
9,347 8,552 8,824 8,552
8,580 5,969 8,477 5,882
8,692 7,862 8,644 7,817
8,144 9,101 9,144 9,101
560 594 535 569
4,856 3,609 4,856 3,609
541 483 541 483
317 347 317 347
92,636 90,303 90,809 88,700
15,723 13,307 15,723 13,307
3,429 2,964 3,429 2,964
14,239 8,054 14,129 8,004
7,580 9,414 7,580 9,414
3,757 2,987 3,757 2,987
457 162 457 162
45,185 36,888 45,075 36,838
152,583 140,119 150,311 138,065
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25 Employee benefits expenses 25 (EERIREX
Group #~5E Institute 5%
2013 2012 2013 2012
$'000 $'000 $'000 $'000
BETT BT T BT BT T
Wages and salaries TEREM 688,336 646,607 659,258 601,205
Unutilised annual leave and others  R3Z BUEER J E Aty 23,790 7,010 23,758 6,773
Gratuities Fo)EYie 28,272 26,609 28,039 25,785
Contributions to MPF scheme BB e Aok 12,412 10,645 11,775 9,556
Contributions to superannuation MAESFEIRHR
scheme 47,788 43,427 47,788 43,427
Provision for long service payment RERGREE 126 97 69 64
Housing benefits FEEF 19,421 19,325 19,421 19,325
Other staff related benefits H e SRR 23,685 21,511 23,373 20,780
843,830 775,231 813,481 726,915
(a) Higher paid staff (F) BEFEE
Total annual equivalent emoluments irrespective of the AHEENFHSEAE (TEHE
funding sources for the higher paid staff are analysed as BHJRINA]) DTN
follows:

Group and Institute Z<&EEHHFR

2013 2012
$'000 $'000
BETT BT T
Basic salaries, housing allowances, K% - BE28
other allowances and benefits EAER R EYF =
in kind 51,370 44,174
The above emoluments fell within the following bands: iSRRI DT T -
Number of staff EE2&H
2013 2012
Emoluments bands: B 4E 7
$1,800,001 - $1,950,000 7511,800,0017T - 7#%1,950,0007T 5 6
$1,950,001 - $2,100,000 75 #51,950,0017T - 7#%2,100,0007T 4 3
$2,100,001 - $2,250,000 752,100,001 7T - 7&#2,250,0007T 6 4
$2,250,001 - $2,400,000 782 250,0017T - 7#%2,400,0007T 1 4
$2,400,001 - $2,550,000 75 12,400,0017T - #%2,550,0007T 4 2
$2,550,001 - $2,700,000 752,550,001 7T - /#&#2,700,0007T 1 -
$2,700,001 - $2,850,000 752,700,001 7T - 7&2,850,0007T 2 -
$3,600,001 - $3,750,000 75#3,600,0017T - #%3,750,0007T - 1
23 20
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25 Employee benefits expenses (Continued) 25

(b) Key management personnel compensation

The key management of the Group and the Institute
refers to those senior management having authority and
responsibility for planning, directing and controlling
the activities of the Group and the Institute and their
compensations are analysed as follows:

Notes to the Financial Statements | Bt #3R&H

EESEARZ (&)

(2) FTEEEAEHM
REBERHROTBEEIEABKEHE
NFELFE B MEHAEER
BT ESHNEREIRAE IR E
B ATan T

Group and Institute Z<&E MKz

TE& - HBIARR

Salaries, wages and allowances

Employer’s contribution to B EHRIRE K
retirement schemes
Provision for gratuities and K0 EN & FNoR 2 R R
unutilised annual leave
26 Finance costs 26

Effective interest on borrowings BEROERFS

27 Taxation 27

The Institute and its subsidiaries are exempted from payment
of Hong Kong Profits Tax by virtue of Section 88 of the Inland
Revenue Ordinance.

2013 2012
$'000 $'000
BT T BT
15,855 18,896
1,380 955
1,091 1,814
18,326 21,665
MATERA
Group and Institute Z~&E@E R
2013 2012
$'000 $'000
BET T BB T
44 86
BIE

RE (BB GDI) Fesik  Hlx RE B AR
DERPHIE RGN -
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28 Notes to consolidated cash flow statement 28 HZEHERERMEE
(a) Cash generated from operations (F) =EELENRS
2013 2012
Note $'000 $'000
BtaE BET T BT
Surplus for the year RNEEZ R 79,538 5,204
Adjustments for: AEIER
- Depreciation -InE 3 95,882 84,391
- Loss on disposal of fixed assets - HEETEERER 676 2,733
- Net investment (gain) / loss from - RAREBEF ABZEN
financial assets at fair value CREERNFRE
through profit or loss (M=) / 518 21 (1,252) 2,541
- Dividend gain - IR B lEs 21 (562) (536)
- Grants transferred from - BERTEARESN
deferred capital funds wEE 15 (94,538) (85,710)
- Interest income - FBUA 21 (15,043) (12,455)
- Finance cost - BATS AR 26 44 86
- Exchange differences - BN ERE (10) 10
Changes in working capital: EEESHNEE :
- (Increase) / decrease in accounts - FEUERR - 1IRE K
receivable, deposits and FERFRIRE (8h0) / @A
prepayments (1,719) 12,062
- Increase in provision - fE B FIBE LN
of employee benefits 20,501 1,895
- (Decrease) / Increase in - FERTER R R FERT /IR
accounts payable and accruals CRA) 1 380 (37,123) 30,465
- Increase / (decrease) in - WAL N/ CR )
deferred income 3,014 (6,820)
Cash generated from operations HEEERS 49,408 33,866
(b) In the consolidated cash flow statement, the cash flow () #"REREX HEBRTEESTHN

arising from the disposal of fixed assets is analysed

as follows:

™

Group &&£E

Net book amount
Loss on the disposal

Proceeds from the disposal

Note
liEs
BREFE 3
HE 18
& TS KIE
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2013
$'000
BT T
680
(676)

4

2012
$'000
BEFT
2,747
(2,733)
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29 Capital commitments 29  BFRiE
As at 30 June 2013, the Group and Institute had capital RZTE—=F X NA=+AH AEERHGEA
commitments on leasehold improvements, furniture and fixtures EMELE FRARBTEENERAED
as follows: T
Group and Institute Z<&E Mz
2013 2012
$'000 $'000
BT T BT
Contracted but not provided for EEOBEREE 18,054 30,580
Authorised but not contracted for EHEERELD 3,013 3,013
21,067 33,593
30 Commitments under operating leases 30 EEHSHIRE
(@)  Asat 30 June 2012, the Group and the Institute leased a (F) RIE——FRA=TBE FAEERH
property under an operating lease arrangement with a term iR —IHGEHELTHHET—IEY
of three years, which was expired during the year. ¥ RE=F GRRHENFREIE-
At the balance sheet date, the Group and Institute had future REER ANEBRKTRIE—TBYE
aggregate minimum lease payments under non-cancellable WA EHE 2 ARKERE
operating leases in respect of a property as follows: RIRAEFELAT
Group and Institute <&@z
2013 2012
$'000 $'000
BET T BB T
Within one year —FR - 1,579
The Group and the Institute incurred operating lease AEEBRHBEREBEZE-_ZT—=FN
charge of $3,079,000 for the year ended 30 June 2013 A=TRHLFENKEHEERA
(2012: $9,475,000). 3,079,000t (ZZ——%:9,475,000
TT) °
(b) As at 30 June 2013, the Group and Institute had future () RZZE—=F A=+ KEBEEHK
aggregate minimum lease receipts under operating leases PR EYE 2 A E R E
in respect of rental properties as follows: ZARR B EW BT

Group and Institute Z<&E MKz

2013 2012
$'000 $'000
BT T BT
Within one year —FR 417 331
The leases, related to staff quarters, typically run for a HMREIEE HENfEE—RIBE
period based on the terms on the employment contracts. EREEONGERNE AEEBRTEE
Leases are usually reviewed every year to reflect the market FHREAME UkEmisHS -

rentals.
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31 Related-party transactions 31 FREtARS
Other than those disclosed in Notes 8(c) and 25(b) to the BRT4RE BTSRRI ZES(A) Kk25(2) Ak
consolidated financial statements, the Institute undertook the Hh BN FRE B ERE LR ET NIE
following significant transactions with the HKIEd SCPE during the RE 5o
year:
(a) Commitments under operating leases () EEHERREE
Included in Note 30(a), certain operating lease rentals FEMIEE30 () A HIRE O P =R
for office premises of the Institute were absorbed by the EEMSEHITEHE B ERE
HKIEd SCPE for its use as follows: AT
2013 2012
$'000 $'000
BYETT BETT
Within one year —FR - 447
(b) Other transactions () Etx5
2013 2012
Note $'000 $'000
BifaE BYETT BETT
Service and management R REBBBA
fee income
- Outsourced teaching - IMIRHBERA R
fee income and TERBKA
administrative fee income (a) (FF) 5,526 7,249
Rental income WA (b) () 1,103 5,441
Note : Bt
(a) Outsourced teaching fee income was charged by the Institute in (F) SINHIE) 2B BUYLA TIIR IR B 75 1h s B0 16X R A e WL BR
accordance with the terms mutually agreed by both parties. Outsourced INHIBTTIR B IR ASZ T EE L ) BB AT
administrative fee income was charged at actual cost incurred.
(b) Rental income was charged in accordance with the terms mutually 2) AL WATIRIZRE T 5% BRI

agreed by both parties.
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32

33

34

Comparative figures

Certain comparative figures have been reclassified to conform to the
current year’s presentation.

Accounting estimates and judgements

The Group's fixed assets are depreciated on a straight-line basis over
the estimated useful lives of the assets after taking into account
their estimated residual value. The Group reviews the estimated
useful lives and residual values of the assets annually in order
to determine the amount of depreciation expense to be recorded
during any reporting period. The useful lives and residual values are
based on management’s historical experience with similar assets
and, where applicable, taking into account anticipated equipment
upgrade and replacement. The depreciation charge for future
periods is adjusted if there are significant changes from previous
estimates.

Possible impact of amendments, new standards and
interpretations issued but not yet effective for the year
ended 30 June 2013

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 30 June 2013 and
which have not been adopted in these financial statements.

The Group 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 Group’s results of operations and financial position.

32

33

34
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A e

ETUHBBFEERD R UFAEAFENT

ERT T RFER

REBERREEEENGBFIRER ZER
SR RHRAEREETITEAE - AEEE
FEHNEENEFIRAPREEE BUETE
REMRERLEANFTELL SR - JABR
MEETDREEEEHAUEENBELR
W (M) ZEERENRITREHE
SUMEETE < I RBEMFHER MR E KRS
REEGRBEARRAEOFTES L -

EEGENAERE_S—=F-A=1+
HiEEEAE R8T BRI F0cR EETT e
mRHRE

BEAPBHETIER TESHAMASCR
MZIRER]  FERIFN R - ELER] - FTAER
MRBREEE—Z—=F R A=THLFEH
RER TORBEAMTE MR IRA -

AEE LA E LER] AR MR B
ek IR 2 - BB A L AEEE
15 BB LAERT TR R BT AR 8L
SEBEFEAREREEEE MBI
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