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Treasurer’s Report
Al B E

Report of the Treasurer to the Council on the Institute’s
Financial Statements for the Financial Year from 1 July 2005
to 30 June 2006

Overview

2005/06 was the first year of the 2005-08 triennium, in which Block Grants
from the University Grants Committee (“UGC”) was reduced by $126 million
or 21% as compared with the level in 2004/05. Despite the significant
reduction in the UGC funding, the Institute managed to generate a surplus
of $53 million from the Block Grants and transferred this amount to the
General and Development Reserve Fund (“Reserve”). | am grateful to the
management team of the Institute for their prudent financial management
and unfailing effort in achieving cost savings. The Reserve has now been
built up to $621 million, which is a comfortable level that can support the
Institute in meeting the many challenges in the coming years, such as the
development of a new curriculum or other new changes brought on by
the upcoming “3+3+4” education system.

During the year, the Legislative Council decided to shelve the originally
planned 5% reduction in funding for the UGC-funded institutions for the
year 2007/08. As a result, the Institute will experience a mild reduction
in the Block Grants pertaining to the decline in the number of Full-Time
Equivalent (“FTE”) students of the Institute. At the same time, since the
Education and Manpower Bureau (“EMB”) had relaxed the eligibility for its
early retirement scheme to include also secondary teachers, the applications
from government school teachers applying for early retirement had increased
substantially in the year. This indirectly created a short-term increase in
the demand of teachers.

Although the cut in funding for the 2005-08 triennium has become a less

pressing issue, the Institute will continue to, as always, strike a good balance
between costs and quality of education provided to our students.

Academic Programmes and Student Numbers

As at June 2006, the total UGC-funded student number in FTE terms of
the Institute had reduced by 12% from the 2004/05 level to about 4,408.

UGC-funded Student Number (in FTE) for the Year 2004/05 and 2005/06
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Among these, about 3,000 FTE students were at degree level, 400 FTE
students at post-graduate level and the rest were at sub-degree certificate
level or in-service professional development programmes.

In 2006/07, the Institute will start 2 new Bachelor of Arts (Honours) English
Studies and Education collaborative programme with the Chinese University
of Hong Kong. This is in addition to a number of ongoing collaborative
degree programmes with other local sister institutions.

Apart from the UGC-funded programmes, the Institute has launched a
number of self-financing programmes. Among these, the most popular
programme is the Master of Education programme which recorded a
student enrolment of 144 (or 72 in terms of FTE) in its first year. Most
encouragingly, student enrolment for this Master of Education programme
further increased to 238 in 2006/07. | am pleased with the successful
development of this programme and am glad to see the Institute offering
an additional channel for serving teaching professionals to further upgrade
themselves.

During the year, the Institute’s Division of Continuing Professional Education
("CPE") was incorporated as a company limited by guarantee in the name
of HKIEd School of Continuing and Professional Education Limited (“SCPE”).
It will continue to operate, in conjunction with the HKIEd, as a non-profit
making organisation for the promotion and advancement of professional,
technical, and continuing education.

Of the self-funded programmes of the SCPE, Project Vi Jin with about 800
FTE students and the Pre-Associate Degree and Associate Degree
programmes with about 250 FTE students were the most popular. Despite
the keen competition in the Associate Degree market, SCPE operated
successfully by offering unique programmes. The SCPE Associate of Arts
(Music) programme is the only one of its kind in Hong Kong, and is particularly
suited to the needs of those who are talented in music but did not achieve
outstanding grades in the A-level examination. The inclusion of business
administration and IT elements enhance the practicability of the programme
by providing a wider diversity of pathways for graduates to select future
career options.

The Institute adopted the Hong Kong Financial Reporting Standard
(“HKFRS”) issued by the Hong Kong Institute of Certified Public Accountants
during the year. As a result, the presentations and classifications of income
and expenditure items on the Income and Expenditure Statement, as well
as asset and liability items on the Balance Sheet had duly been revised.
For the details of the changes in accounting policy in relation to the new
standards, please refer to Note 2 of the Consolidated Financial Statements
of the Institute. With this new reporting standard, the Institute has refined
its accounting practices to an extent that is comparable to those of the
private sector both in Hong Kong and internationally.
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Income

Apart from the reduction of $126 million in UGC Block Grants, subventions
from the UGC earmarked grants and from the other government agencies
also decreased by $17 million when compared with the 2004/05 level.
There was a decrease in tuition income of about $8 million and a slight
decline in other income. As for investment and interest income which was
reported as “Other Gains — Net” under the new standard of the HKFRS on
the Income and Expenditure Statement, the Institute recorded an encouraging
increase from $25 million in 2004/05 to $31 million in the year.

Income YN\

2005/06 : $956.7 Million $9.567 &
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(2004/05 : $1,080.5 Million  $10.805 f&)

Government Subventions Bl FF % 5% (75%) 70%

Tuition, Programmes and Other Fees 2% - :E12 R H it & (20%) 21%

Other Gains - Net H it #% - /2% 2%) 3%

Donations and Benefactions 185 & 158 (1%) 4%

Auciliary Services [t /& iR# 2%) 2%

Other Income Hfthlt\ ©0%) 0%

The Government launched the Second and Third Matching Grant Scheme
for the UGC-funded institutions to obtain additional UGC funding through
matching against every dollar of donation received. We are pleased to
report that endowment, donations, scholarships and bursaries received
during the year amounted to about $31 million, which was a significant
increase when compared to $11 million in 2004/05. A major portion of
the donations solicited was for the establishment of a Centre for Religious
and Spirituality Education, which will make a major contribution to the
teaching of ethical/religious studies subjects in schools and thereby prepare
teachers to cope with the ongoing education reforms. It will also have a
far-reaching impact on Hong Kong as teachers will be better prepared for
the understanding and discussion of these subjects and this, in turn, can
help transform the outlook of our future generations.

The CPE continued to maintain an income of about $52 million and self-
financing programmes/projects generated from teaching departments
amounted to $45 million. The Master of Education programme, the
Certificate (KG) programme and other projects commissioned by the
Education and Manpower Bureau contributed significantly to this $45
million.
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Expenditure

Expenditure for the year totalled $828 million, representing a significant
decrease of $198 million from $1,026 million in 2004/05. Aimost all of the
reduction came from the decreased staffing expenditure. In order to keep
the Institute’s core activities intact, most other expenditure items were
contained at a level similar to last year. Staff costs and benefits in 2005/06
reduced by about $72 million as compared with 2004/05, after excluding
the effect brought about by the Voluntary Departure Scheme and Compulsory
Redundancy Scheme for academic staff which was implemented in 2004/05.
A smaller academic staff establishment following the reduction in student
numbers, a lower provision for unutilised leave, and the unfilled senior
academic positions all contributed to the reduction of the overall staff costs.
In anticipation of the new “3+3+4” academic system, additional staff
members to meet the double cohorts and to teach the new curriculum
will be needed. Since this will not be an issue to the Institute but applies
to all other UGC-funded institutions, the Council will subsequently address
the issue of attracting new talents as well as retaining existing ones.

Expenditure B3 2005/06 : $827.8 Million $8.278 &

(2004/05 : $1,026.5 Million ~ $10.265 %)
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Superannuation Scheme

The Hong Kong Institute of Education Superannuation Scheme

(“Superannuation Scheme”) had 256 members and total net assets of

$296 million as at 30 June 2006.

During the year, the sub-scheme A under the Superannuation Scheme
(which was a hybrid scheme carrying both defined benefit features and
defined contribution features) was given approval to be wound up in
response to staff members’ appeal. The winding up was conducted and
completed after a series of discussions, consultations, surveys, and
indications of preference amongst the concerned scheme members. Upon
the winding up of the sub-scheme A in August 2006, all former Scheme
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It was through staff members’ volition and management’s hard work that
the Institute managed to adopt an innovative mechanism for transferring
the unit holdings, which avoided unnecessary selling and buying of
investment units and thus minimized the out-of-market risk normally
associated with such a transfer.

The Institute had 827 participants in the Mandatory Provident Fund scheme
with an approximate total net asset value of $65 million as at 30 June
2006.

Outlook

In the light of the many new developments in the tertiary sector and the
education system in Hong Kong, the Institute will experience a number
of unprecedented staff changes, in particular, of its senior management
in the years to come. With the solid foundation of the Institute built up
by senior management and staff members over the years, | anticipate that
the Institute will be able to further develop itself into a stronger and more
resilient institution in spite of the personnel changes.

In response to the reduction in student numbers pertaining to the declining
schooling population, the Institute will continue its collaborations with the
UGG, other UGC-funded institutions, schools and educational organisations
in formulating strategies to meet the challenges. In order to better utilise
the facilities of the Institute, we welcome opportunities to share our facilities
and thereby create synergies and additional income for the Institute.
Examples include our offer of vacant student hostels to students of the
Chinese University of Hong Kong as well as the Hong Kong Polytechnic
University. This will help alleviate the heavy demand for hostels under the
internationalisation regime while the Institute will be able to generate
additional income from this under-utilised resource.

Over the years, teachers have experienced increasing workloads and work
pressure which may or may not be caused by the education reforms. The
spread of unfavourable news has inevitably discouraged teenagers from
joining the teaching profession. Fortunately, the government has introduced
a number of measures to alleviate teachers’ work pressure. Among these
is the provision of additional capacity enhancement grants which allow
schools to recruit additional manpower support. We at the Institute will
endeavour to meet the external challenges and are confident that we are
able to recruit quality students, both locally and from overseas, to meet
the demand for new teachers in the new arena. The Institute strongly
believes that we are best positioned to serve the education sector and
jointly we will bring the best education to the future generations of Hong
Kong.
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Student Numbers by Type of Education Sectors (in FTE)
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Auditors' Report
BB R E

Auditors' Report to the Council of
The Hong Kong Institute of Education ("the Institute")

We have audited the financial statements of the Institute on pages 10 to
48 which have been prepared in accordance with with Hong Kong Financial
Reporting Standards ("HKFRS"), Hong Kong Accounting Standards ("HKAS")
and Interpretations (collectively, the "HKFRSs" issued by the Hong Kong
Institute of Certified Public Accountants ("HKICPA") and, where appropriate,
follow the guidelines in the Statement of Recommended Accounting Practice
("SORP") developed by the Higher Educational Institutions funded by the
University Grants Committee ("UGC") in Hong Kong.

Respective Responsibilities of the Council and
Auditors

The Council is responsible for the preparation of financial statements which
give a true and fair view. In preparing financial statements which give a
true and fair view it is fundamental that appropriate accounting policies
are selected and applied consistently.

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

Basis of Opinion

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

We planned and performed our audit so as to obtain all the information
and explanations which we considered necessary in order to provide us
with sufficient evidence to give reasonable assurance as to whether the
financial statements are free from material misstatement. In forming our
opinion we also evaluated the overall adequacy of the presentation of
information in the financial statements. We believe that our audit provides
a reasonable basis for our opinion.
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In our opinion, the financial statements have been prepared in accordance
with accounting principles generally accepted in Hong Kong and comply
with HKFRSs issued by the HKICPA and, where appropriate, follow the
guidelines in the SORP, and on that basis, give a true and fair view of the
state of affairs of the Institute and of the Group as at 30 June 2006 and
of its surplus and cash flows for the year then ended.

PricewaterhouseCoopers
Certified Public Accountants
Hong Kong, 1 December 2006
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Balance Sheet

BEERRR

As at 30 June 2006 ZEEAEXAZ+H
Expressed in Hong Kong dollars ~ SAB# A E(fL
Consolidated &
ASSETS gE Note 2006 2005 2006 2005
BisE $'000 $'000 $'000 $'000
BMTT  BETR BETR  B%Tx
Non-Current Assets EREBEE
Property, Plant and Equipment W - BB REN 4 2,155,035 2,196,772 2,149,575 2,190,320
Investments RE 5 1 241,076 1 241,076
Held-to-maturity Investments HEIERKE 6 212,651 - 212,651 -
Time Deposits TEEFR 7 9,185 292,931 9,185 292,931
2,376,872 2,730,779 2,371,412 2,724,327
Current Assets REEE
Investments - Current Portion BE - REHH 5 - 130,086 - 130,086
Held-to-maturity Investments REIHMAKE - REHH
- Current Portion 6 65,928 - 65,928 -
Accounts Receivable, FEWERTE ~ & MIARTR
Deposits and Prepayments 8 26,706 49,766 27,146 50,304
Financial Assets at Fair Value BNTEYEREBR S R
through Profit or Loss BENIEEE 9 240,628 - 240,628 -
Time Deposits - Current Portion TEHER - KB R 7 268,399 15,000 268,399 15,000
Cash and Cash Equivalents ReRkReEED 10 263,036 345,813 256,099 340,707
864,697 540,665 858,200 536,097
Total Assets BEAE 3,241,569 3,271,444 3,229,612 3,260,424
FUNDS 2
Restricted Funds KEED 11 23,219 16,122 23,219 16,122
Other Funds HipEd 12 807,945 683,789 802,615 679,736
Deferred Capital Funds BIEEAES 13 2,153,962 2,193,708 2,148,810 2,187,434
Total Funds Belm 2,985,126 2,893,619 2,974,644 2,883,202
LIABILITIES &fE
Non-Current Liabilities EL b=
Provision for Employee Benefits RERFIERE 14 11,954 9,940 11,954 9,940
Borrowings 57 15 8,126 10,500 8,126 10,500
20,080 20,440 20,080 20,440
Current Liabilities nEaR
Accounts Payable and Accruals R BRIE R B AT R 16 63,510 57,379 62,035 56,686
Provision for Employee Benefits EERFIERE 14 84,567 233,227 84,567 233,227
Borrowings 57 15 1,220 1,500 1,220 1,500
Deferred Income BN 17 87,066 65,279 87,066 65,279
236,363 357,385 234,838 356,692
Total Liabilities aEeE 256,443 377,825 254,968 377,132
Total Funds and Liabilities EEREBEER 3,241,569 3,271,444 3,229,612 3,260,424

The notes on pages 15 to 48 are an integral part of these financial statements.

E15E48E MM BRI IS HRER AR IR -

Approved by the Council on 1 December 2006 — = S/NF1T-A—AREEH#

Thomas LEUNG Kwok-fai, BBS, JP L EE#E+ » KT+

Chairman of the Council RE & &

Paul MORRIS E#&H

PANG Yiu-kai, JP i » KF#+

Treasurer @lfE

Sarah WONG Man-yee &5

President & Director of Finance /& &
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For the Year Ended 30 June 2006
Expressed in Hong Kong dollars

Income
Government Subventions
Tuition, Programmes and Other Fees
Other Gains - Net
Donations and Benefactions
Auxiliary Services
Other Income

Expenditure

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

Finance Cost

Surplus for the year before transfers

Transfers to :

Restricted Funds
Other Funds

BEZTTAEAAZTHLEE
LA™ R ENL

Consolidated &4 Institute Bz

The notes on pages 15 to 48 are an integral part of these financial statements.

F15E48E MM T AR B ImRAOMAAED

Note 2006 2005 2006 2005
(4 $'000 $'000 $'000 $'000
TN BT T BET T BT BETT
B 18 675709 815812 665883 808,477
2% . FEMEekE 19 200,098 216,086 203,122 211,023
H izt - B4 20 30,744 24,682 30,634 24,669
B IBE 21 32,951 12,498 31,499 10,829
W B AR S 22 21,413 20,027 21,410 20,911
A 5,116 5,459 4,180 4,616
975,031 1,095,464 956,728 1,080,525
F i 23
HE MR
HERTE 476,536 677,362 461,053 665,055
BER 33,386 34,438 33,386 34,438
R B3R5 51,995 48,177 51,995 48,177
H SRS 38,062 38,211 38,062 38,211
HER
—BATBRER 55,197 57,765 54,974 57,611
e REEES 162,087 153,958 160,767 152,933
B T — A E RIS 27,528 30,124 27,528 30,124
844,791 1,040,035 827,765 1,026,549
MR A 25 407 - 407 -
BERAAEERZ B 129,833 55429 128,556 53,976
HEE:
HEES 11 35) 169 (35) 169
HihES 12 129,868 55,260 128,591 53,807
129,833 55,429 128,556 53,976
ESHESE 20052006 BEEE 11



Statement of Changes in Fund Balances

Expressed in Hong Kong dollars LA BB
Consolidated & &
Balance at 1 July 2004 RIEFENMFELA—HZER 2,245,289 16,579 627,903 2,889,771
Losses not recognised in WS AW &2 EE
the Income and Expenditure Statement HBERAEEERES

Transferred from Deferred Capital Funds (51,581) - - (51,581)
Transfer from Income and Expenditure Statement 8258 5 Ui 7 & - 169 55,260 55,429
Inter-Fund Transfer EeHER - (626) 626 -
Balance at 30 June 2005 RIEFREANAZHHZER 2,193,708 16,122 683,789 2,893,619
Balance at 1 July 2005, as above RIFFRFEELA—BZEE WE 2,193,708 16,122 683,789 2,893,619
Opening adjustment for the adoption of HKAS39 R4y & 5+ R 39FH) F ¥ 75 - (29) (5,551) (5,580)
Balance at 1 July 2005, as restated R-FFRFELA—BZHERE E5 2,193,708 16,093 678,238 2,888,039

Losses not recognised in
the Income and Expenditure Statement WS AW & 2 BB

Transferred from Deferred Capital Funds EEROEEEAES (39,746 - - (39,746)

Endowment Funds received BARESIWA - 7,000 - 7,000

(39,746) 7.000 S 32.746)

Transfer (to)/from Income and Expenditure Statement #(Z)/&8 U & - (35) 129,868 129,833
Inter-Fund Transfer E&HER - 161 (161) -

Balance at 30 June 2006 RIBERERNAZSHHZER 2,163,962 23,219 807,945 2,985,126

The notes on pages 15 to 48 are an integral part of these financial statements.

F15Z48BE MK A ARY SRR MAR I -
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Expressed in Hong Kong dollars LATS B BB AL

Institute Bz

Deferred
Capital Restricted Other
Funds Funds Funds Total
$'000 $'000 $'000 $'000
BETT BTt B¥Trx BT
(Note 13) (Note 11) (Note 12)

(PHEE13) (PitaE11) (FiF7E12)

Balance at 1 July 2004 RIEFEMEELR—HZ&ER 2,237,775 16,579 625,303 2,879,657
Losses not recognised in WS AW R 2 B8
the Income and Expenditure Statement EBRABEERES
Transferred from Deferred Capital Funds (50,341) - - (50,341)
Transfer from Income and Expenditure Statement 88 5 U & - 169 53,807 53,976
Inter-Fund Transfer HEEHER - (626) 626 -
Balance at 30 June 2005 RIBEFREANA=STHZES 2,187,434 16,122 679,736 2,883,292
Balance at 1 July 2005, as above RIFFRFELA—AZEFE WL 2,187,434 16,122 679,736 2,883,292
Opening adjustment for the adoption of HKAS39 /N & SHERI391EH F 1A% - (29) (5,551) (5,580)
Balance at 1 July 2005, as restated RIEERGELR—BZ&G > E5 2,187,434 16,093 674,185 2,877,712
Losses not recognised in WS AW R 2 BB
the Income and Expenditure Statement BRABTEERES
Transferred from Deferred Capital Funds (38,624) - - (38,624)
Endowment Funds received BAESHA - 7,000 - 7,000
(38,624) 7,000 - (31,624)
Transfer (to)/from Income and Expenditure Statement 8% (Z2)/8 i & - (35) 128,591 128,556
Inter-Fund Transfer EoHMER - 161 (161) -
Balance at 30 June 2006 RIZEZERNEANAZHHZEF 2,148,810 23,219 802,615 2,974,644

The notes on pages 15 to 48 are an integral part of these financial statements.
15248 B IR AN G R B8R ED 1 o
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Cash Flow Statement

RERER

Expressed in Hong Kong dollars

Cash flow from Operating Activities

Net cash generated from Operating Activities

Cash flow from Investing Activities

Purchase of Property,
Plant and Equipment
Proceeds from disposal of Property,
Plant and Equipment
Purchase of Investments
Purchase of Long-term Bank Deposits
Purchase of Financial Assets at Fair Value
through Profit or Loss
Purchase of Time Deposits
Purchase of Held-to-maturity Investments
Redemption of Investments
Redemption of Time Deposits
Redemption of Financial Assets at
Fair Value through Profit or Loss

Redemption of Held-to-maturity Investments

Proceeds from sale of Other Investments
Interest Received
Net cash used in Investing Activities

Cash flows from Financing Activities

Endowments Received
Repayments of Borrowings

Net cash from/(used in) Financing Activities

PAB R DAL

Note
Bt =E

EEFINEETE
EERYELNRSFH 26

RETHNHERE
BEME  RENEN
HEWE - R RS RN

BERE

BERBRITER

BRERATEYE
FiE RS R I A E

BRETHER

EBERZIHRKE

BORE

O #fF R

EERAFESIE
FiE RS R A E

BRSEIHAKE

HERMRERSHR

FLSHA

REEHMARSFE

MBEBNRERE
BAESWA
BEER
MBEBMAE (FR) R FE

Net decrease in Cash and Cash Equivalents & RIEZEWHIH 38

Cash and Cash Equivalents

at the Beginning of the Year
Cash and Cash Equivalents

at the End of the Year

FUNRE LR EEY
FRORERBEEED

The notes on pages 15 to 48 are an integral part of these financial statements.
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Consolidated &4 Institute %[z

$'000 $'000 $'000 $'000
BT T BT T BT T BT T
20,680 128,334 27,476 127,556
28,113)  (19,591)  (27,630) (19,439)
25 12 25 12

- (205,116) - (205,116)

- (227,437) - (227,437)
(99,565) - (99,565) -
(43,728) - (48,728) -
(129,758) - (129,758) -
- 141,908 - 141,908

- 88373 - 88,373
20,545 - 20545 -
130,000 - 130,000 -
- 27 - 27
32,637 24,887 32527 24,874
(117,957) (196,937) (117,584) (196,798)
7,000 - 7,000 -
(1,500)  (1,500)  (1,500)  (1,500)
5,500 (1,500) 5500  (1,500)
(82,777)  (70,103)  (84,608) (70,742)
345813 415916 340,707 411,449
263,036 345813 256,099 340,707




2.1

The Hong Kong Institute of Education and its subsidiaries (the
"Group") are to provide teacher education and facilities for research
into and the development of education. In addition, the Group also
plans, establishes and manages non-profit making schools or
education institutions to advance the cause of education.

The registered address of its office is at 10 Lo Ping Road, Tai Po,
New Territories, Hong Kong.

These consolidated financial statements are presented in thousands
of units of HK dollars (HK$'000), unless otherwise stated. These
consolidated financial statements have been approved for issue by
the Council on 1 December 20086.

The principal accounting policies adopted in the preparation of the
financial statements of the Group are set out as below. These policies
have been consistently applied to all the years presented, unless
otherwise stated.

Basis of preparation

The financial statements of the Group have been prepared in
accordance with Hong Kong Financial Reporting Standards ("HKFRS"),
Hong Kong Accounting Standards ("HKAS") and Interpretations
(collectively, the "HKFRSs") issued by the Hong Kong Institute of
Certified Public Accountants ("HKICPA"), accounting principles
generally accepted in Hong Kong and, where appropriate, follow the
guidelines set out in the Statement of Recommended Accounting
Practice adopted by the higher educational institutions in Hong Kong.
The financial statements have been prepared under the historical
cost convention, as modified by the revaluation of financial assets
at fair value through profit or loss, which are stated at fair value.

The preparation of financial statements in conformity with HKFRSs
requires the use of certain critical accounting estimates. It also
requires management to exercise its judgement in the process of
applying the Group's accounting policies. However, there are no
estimates or assumptions used on these financial statements that
the management expects will have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities
within the next financial year.

The adoption of new or revised HKFRSs

In 2008, the Group adopted the new or revised HKFRSs below, which
are relevant to its operations. All changes in the accounting policies
have been made in accordance with the transitional provisions in the
respective standards, wherever applicable. The 2005 comparatives
have been revised as required, in accordance with the relevant
requirements.

HKAS 1 Presentation of Financial Statements
HKAS 7 Cash Flow Statements
HKAS 8 Accounting Policies, Changes in Accounting Estimates

and Errors

21
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Notes to the Financial Statements * B %R &Mtz

2.1

16

Basis of preparation (continued)

HKAS 16 Property, Plant and Equipment

HKAS 17 Leases

HKAS 18 Revenue

HKAS 19 Employee Benefits

HKAS 20 Accounting for Government Grants and Disclosure
of Government Assistance

HKAS 21 The Effects of Changes in Foreign Exchange Rates

HKAS 23 Borrowing Costs

HKAS 24 Related Party Disclosures

HKAS 27 Consolidated and Separate Financial Statements

HKAS 32 Financial Instruments: Disclosures and Presentation

HKAS 39 Financial Instruments: Recognition and Measurement

HKAS-Int 15  Operating Leases - Incentives
The adoption of the following new or revised HKFRSs did not result in
substantial changes to the Group's accounting policies. In summary:

- HKASs 1,7, 8,10, 16, 17, 18, 19, 20, 23, 27 and HKAS-Int 15
have no material effect on the Group's policies.

- HKAS 21 has no material effect on the Group's policy. All the
Group entities have the same functional currency as the
presentation currency for respective entity's financial statements.

- HKAS 24 has affected the identification of related parties and
some other related-party disclosures.

The adoption of HKASs 32 and 39 has resulted in a change in the
accounting policy relating to the classification and/or measurement
of the Group's investments and borrowings.

Prior to 1 July 2005, the Group applied the Statement of Standard
Accounting Practice 24 "Accounting for investments in securities"
for its investments. Details of the accounting policies of individual
classes of investments are set out in Note 2.6.

After the adoption of HKASs 32 and 39, the Group reclassified its
investments into different categories on prospective basis. Details
of the accounting policies of individual classes of investments are
set out in Note 2.6.

Because of the change in classification of the Group's investments,
certain held-to-maturity investments have been reclassified to financial
assets at fair value through profit or loss, which results in the change
in their measurement.

In addition, the adoption of HKASs 32 and 39 results in a change
in the measurement of financial liabilities. Details of the accounting
policies of borrowings are set out in Note 2.9.

HKAS 39 does not permit to recognise, derecognise and measure
financial assets and liabilities on a retrospective basis. The adjustments
resulted from the adoption of HKASs 32 and 39 are determined and
recognised for the related balances at 1 July 2005. The change
results in a decrease in the funds' opening balances at 1 July 2005
by HK$5,580,000 and the details of the adjustments to the following
opening balances at 1 July 2005 are as follows:

The Hong Kong Institute of Education Financial Report 2005/2006
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2.2

23

Basis of preparation (continued)

HK$'000
Increase in Held-to-maturity Investments 277,259
Increase in Financial Assets at Fair Value through Profit or Loss 166,439
Decrease in Time Deposits 79,424
Decrease in Accounts Receivable, Deposits and Prepayments 2,918
Decrease in Accounts Payable and Accruals 2,755
Decrease in Investments - Non-Current Portion 241,075
Decrease in Investments - Current Portion 130,086
Decrease in Borrowings 1,470

Decrease in Restricted Funds 29
Decrease in Other Funds 5,551

Certain new standards, amendments and interpretations to existing standards
(collectively, the "Amendments") have been published which are effective
for accounting periods beginning on or after 1 January 2006. Some of the
Amendments are relevant and applicable to the Group; however, they have
not been early adopted in these financial statements. The Group has
commenced, but not yet completed, an assessment of the impact of the
applicable Amendments on its result of operations and financial position.

Consolidation

The consolidated financial statements include the financial statements
of the Institute and its subsidiaries made up to 30 June.

Subsidiary is the entity in which the Institute, directly or indirectly, controls
the composition of the board of directors or controls more than half of
the voting power.

Subsidiaries are fully consolidated from the date on which control is
transferred to the Group. They are de-consolidated from the date that
control ceases.

Inter-company transactions, balances and unrealised gains on transactions
between group entities are eliminated. Unrealised losses are also
eliminated unless the transaction provides evidence of an impairment
of the asset transferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the policies
adopted by the Group.

In the Institute's balance sheet, the investment in subsidiaries is stated
at cost less provision for impairment losses.

Foreign currency translation

(@  Functional and presentation currency
ltems included in the financial statements of all the Group's entities
are measured using the currency of the primary economic
environment in which the entity operates ("the functional currency").
The consolidated financial statements are presented in HK dollars,
which is the Institute and group entities' functional and presentation
currency.

(b)  Transactions and balances
Foreign currency transactions are translated into the functional
currency using the exchange rates prevailing at the dates of the

21

22

23
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23

24

25

2.6

18

Foreign currency translation (continued)

transactions. Foreign exchange gains and losses resulting from
the settlement of such transactions and from the translation at
year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in the income
and expenditure statement.

Translation differences on non-monetary items, such as financial
assets at fair value through profit or loss, are reported as part of
the fair value gain or loss.

Property, plant and equipment

Property, plant and equipment are stated at historical cost less
accumulated depreciation and accumulated impairment losses. Historical
cost includes expenditure that is directly attributable to the acquisition
of the items.

Subsequent costs are included in the asset's carrying amount or
recognised as a separate asset, as appropriate, only when it is probable
that future economic benefits associated with the item will flow to the
Group and the cost of the item can be measured reliably. All other repairs
and maintenance are expensed in the income and expenditure statement
during the financial period in which they are incurred.

Leasehold improvements are depreciated over their expected useful
lives or the unexpired period of the lease on a straight-line basis,
whichever is shorter. Depreciation of other property, plant and equipment
is calculated using the straight-line method to allocate cost to their
residual values over their estimated useful lives, as follows:

50 Years
310 5 Years

Building
Furniture, fixture and equipment

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.

Impairment of non-financial assets

Assets that are subject to depreciation are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is recognised for
the amount by which the asset's carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an asset's fair value
less costs to sell and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating units).

Investments

Prior to 1 July 2005, the Group classified its investments, other than
subsidiaries, as investment securities, other investments and held-to-
maturity securities.

(@) Investment securities

Investment securities were stated at cost less any provision for
impairment losses.

The Hong Kong Institute of Education Financial Report 2005/2006
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2.6

Investments (continued)

The carrying amounts of individual investments were reviewed at
each balance sheet date to assess whether the fair values had
declined below the carrying amounts. When a decline other than
temporary had occurred, the carrying amount of such securities
would be reduced to its fair value. The impairment loss was recognised
as an expense in the income and expenditure statement. This
impairment loss was written back to income and expenditure
statement when the circumstances and events that led to the write-
downs or write-offs ceased to exist and there was persuasive
evidence that the new circumstances and events would persist for
the foreseeable future.

Other investments

Other investments were carried at fair values. At each balance sheet
date, the net unrealised gains or losses arising from the changes in fair
values of other investments were recognised in the income and
expenditure statement. Profits or losses on disposal of other investments,
representing the difference between the net sales proceeds and the
carrying amounts, were recognised in the income and expenditure
statement as they arise.

Held-to-maturity securities

Held-to-maturity securities were stated in the balance sheet at cost
plus/less any discount/premium amortised to date. The discount or
premium was amortised over the period to maturity and included as
interest income/expense in the income and expenditure statement.
Provision was made when there was a diminution in value other than
temporary.

The carrying amounts of individual held-to-maturity securities or holdings
of the same securities were reviewed at the balance sheet date in order
to assess the credit risk and whether the carrying amounts were expected
to be recovered. Provisions were made when carrying amounts were
not expected to be recovered and were recognised in the income and
expenditure statement as an expense immediately.

From 1 July 2005 onwards, the Group classifies its investments in the following
categories: financial assets at fair value through profit or loss, held-to-maturity
investments and loans and receivables. The classification depends on the
purpose for which the investments were acquired. Management determines
the classification of its investments at initial recognition and re-evaluates this
designation at every reporting date.

Purchases and sales of investments are recognised on trade-date — the date
on which the Group commits to purchase or sell the asset. Investments are
initially recognised at fair value plus direct attributable transaction costs for
all financial assets not carried at fair value through profit or loss. Investments
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.

(@)

Financial assets at fair value through profit or loss

A financial asset is classified in this category if acquired principally for
the purpose of selling in the short term or if so designated by management.
Derivatives are also categorised as held for trading unless they are
designated as hedges. 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. Financial assets at fair
value through profit or loss are subsequently carried at fair value. Realised
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2.6

2.7

2.8
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Investments (continued)

Realised and unrealised gains and losses arising from changes in the
fair value are included in the income and expenditure statement in the
period in which they arise.

(b) 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.

(c) Loans and receivables

Loans and receivables, including 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
(which are then 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.

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.
If there is objective evidence that an impairment loss on loans and
receivables or held-to-maturity investments carried at amortised cost
has been incurred, 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 income and expenditure
statement.

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 receivable, deposits and prepayments

Receivables are recognised initially at fair value and subsequently
measured at amortised cost using the effective interest method, unless
the discounting effect is insignificant, 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 original terms of 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 effective
interest rate, unless the discounting effect is insignificant. The amount
of the provision is recognised in the income and expenditure statement.

Cash and cash equivalents
Cash and cash equivalents include cash in hand, deposits held at call

with banks and other short-term highly liquid investments with original
maturities of three months or less.
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2.9

2.10

Borrowings

From 1 July 2005 onward, borrowings are recognised initially at fair value,
net of directly attributable transaction costs incurred. Borrowings are
subsequently stated at amortised cost, and any difference between the
proceeds (net of transaction costs) and the redemption value is recognised
in the income and expenditure statement over the period of the borrowings
using the effective interest method. Borrowings are classified into current
and non-current liabilities. They are classified as current liabilities unless
the Group has unconditional right to defer settlement of the liability for
at least 12 months after the balance sheet date.

Prior to 1 July 2005, borrowings were recognised initially at proceeds
net of directly attributable transaction costs and there was no subsequent
measurement on amortisation costs using effective interest rate.

Employee benefits

(@)

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.

Superannuation scheme

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

The Scheme is divided into two sub-schemes: Scheme A and
Scheme B. Scheme A is a hybrid scheme that has both the features
of a defined contribution scheme and a defined benefit scheme.
A factor called the Scheme A Benefit Factor (which is determined
by the Actuary from time to time) is used in calculating the benefits
of Scheme A members. The trustee, in consultation with the
Actuary of the Scheme, considers that by application of the Scheme
A Benefit Factor as defined under the Trust Deed, the Scheme
will always remain solvent. Scheme B is a defined contribution
scheme. Members of both sub-schemes 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 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 of its employees.

Mandatory provident fund scheme

The Group has established mandatory provident fund schemes
("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 HK$1,000 per employee
per month. The Group's contribution to the MPF scheme is
expensed as incurred.
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Provisions

Provisions are recognised when the Group has a present legal or
constructive obligation as a result of past events; it is more likely than
not that an outflow of resources will be required to settle the obligation;
and the amount has been reliably estimated. Provisions are not recognised
for future operating losses.

Where there are a number of similar obligations, the likelihood that an
outflow will be required in settlements is determined by considering the
class of obligations as a whole. A provision is recognised if the likelihood
of an outflow with respect to any one item included in the same class
of obligations may be small.

Revenue recognition

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 systemic basis.

Government subventions, 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
income and expenditure statement on a systematic basis to match with
the related costs for which they are intended to be used.

Government subventions and grants, and donations spent on capital
expenditure are recorded as deferred capital funds and are released and
credited to the income and expenditure statement 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.

Tuition, programmes and other fees, and auxiliary services income are
recognised on a straight-line basis over the period of the courses or
services to which they relate.

Donations and benefactions are recognised as income when received
or are receivable when the rights of collection can be established by the
Group. Outstanding pledges will not be recognised as income unless
a legal obligation on the donor can be established by the Group.

Interest income is recognised on a time proportion basis, taking into
account the principal amounts outstanding and the effective interest
rates. When a receivable is impaired, the Group reduces the carrying
amount to its recoverable amount, being the estimated future cash flow
discounted at original effective interest rate of the instrument, and
continues unwinding the discount as interest income. Interest income
on impaired loans is recognised either when cash is collected or on a
cost-recovery basis when conditions warrant.

Endowments are credited to restricted funds in the year in which they
are received. Income generated from endowments is recognised in the
income and expenditure statement. Endowments are transferred from
restricted funds and credited to the income and expenditure statement
when the condition for maintenance of the principal amounts has expired
or been waived by donors.

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

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

3.1

Leases where substantially all the risks and rewards of ownership
of assets remain with the leasing company are accounted for as
operating leases. Payments made under operating leases net of
any incentives received from the leasing company are charged
to the income and expenditure statement on a straight-line basis
over the lease periods.

Financial risk factors

There is no significant financial risk, in terms of credit risk, liquidity
risk, interest rate risk, foreign exchange risk and price risk, in
connection with the Group's normal operations. These risks are
managed and mitigated by the Group's financial management
policies and practices described below:

(a) Credit risk
The Group has no significant concentration of credit risk. The
Group's credit risk is primarily attributable to its accounts
receivable. There are procedures in place and the exposures
to these credit risks are monitored on an ongoing basis.

The credit risk on cash and cash equivalents is limited as the
counterparties are banks with high credit ratings assigned by
international credit-rating agencies. All held-to-maturity financial
assets are of investment grade and are monitored by the
management from time to time. The Group has policies that
limit the amount of credit exposure to any financial institutions.
Investments of the Group are limited to high-credit-quality
financial institutions.

(b) 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.

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

(d) Foreign exchange risk
The Group's foreign currency exposures arise mainly from,
and substantially limited to, the exchange rate movements
of the Hong Kong dollars and US dollars because part of the
financial assets held under treasury investments are
denominated in US dollars. However, the foreign exchange
risk is low as there is a Linked Exchange Rate System for HK
dollars and US dollars.

(e) Price Risk
The Group is exposed to equity securities price risk because
it has financial assets at fair value through profit or loss.
However, the Group is not exposed to commodity price risk.
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Fair value estimation

The nominal value less impairment provision of accounts receivables
and payables are assumed to approximate their fair values. They are
estimated by discounting the future contractual cash flows at the current
market interest rate that is available to the Group for similar financial
instruments. Estimates and judgements are continually evaluated and
are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under
the circumstances.
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Notes to the Financial Statements * B1 753k R 5%
Expressed in Hong Kong dollars LA/ A& g7

At 1 July 2004
Cost
Accumulated depreciation

Net book amount

Year ended 30 June 2005
Opening net book amount
Additions

Disposals

Depreciation

Closing net book amount

At 30 June 2005
Cost
Accumulated depreciation

Net book amount

Year ended 30 June 2006
Opening net book amount
Additions

Disposals

Depreciation

Closing net book amount
At 30 June 2006

Cost
Accumulated depreciation

Net book amount

Consolidated & &

Fixtures
Leasehold and
Buildings Improvements Equipment Total
BF HEWEEE HERRE HBE
$000 $000 $000 $000
BT T BT T BT T BT T
RIFENEELA—BZET
AR 2,363,034 36,477 243,412 2,642,923
ZEE (177,492) (10,812) (204,611) (392,915)
BREFE 2,185,542 25,665 38,801 2,250,008
HE-TTEREAASHHLEE
FURESFE 2,185,542 25,665 38,801 2,250,008
N 7,683 4,603 7,305 19,591
P - - (296) (296)
e (47,862) (5,378) (19,291) (72,531)
FIREEMEFE 2,145,363 24,890 26,519 2,196,772
RIEEREANAZTHZERE
B 2,370,717 41,080 247,045 2,658,842
BitinE (225,354) (16,190) (220,526) (462,070)
AR FE 2,145,363 24,890 26,519 2,196,772
BE_FEFEAEAA=ZTHLEE
FYEREFE 2,145,363 24,890 26,519 2,196,772
NE 5,206 10,599 12,308 28,113
HE - - (65) (65)
e (47,575) (6,358) (15,852) (69,785)
FHREMFE 2,102,994 29,131 22,910 2,155,035
NIEERNENA=THZER
PR 2,375,923 51,679 245,133 2,672,735
ZETE (272,929) (22,548) (222,223) (517,700)
BRI SE 2,102,994 29,131 22,910 2,155,035
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Expressed in Hong Kong dollars LA &% i1

4. Property, Plant and Equipment (continued) ¥ - s R E# (8

Institute %

At 1 July 2004 R_ETNELR—HZEE

Cost %N 2,359,270 34,151 238,566 2,631,987
Accumulated depreciation ~ ZiHTE (177,168) (10,082) (202,443) (389,693)
Net book amount REFE 2,182,102 24,069 36,123 2,242,294

Year ended 30 June 2005 BE_FFHAFEANA=T+HILEE

Opening net book amount 4 ¥IBR BT (& 2,182,102 24,069 36,123 2,042,294
Additions NE 7,683 4,598 7,158 19,439
Transfers (Note) B (T 3E) - - (266) (266)
Disposals HE - - (30) (30)
Depreciation e (47,801) (5,047) (18,269) (71,117)
Closing net book amount ~ FA4XEREFE 2,141,984 28,620 24,716 2,190,320
At 30 June 2005 RIEEREANAZ+HHZER

Cost PR 2,366,953 38,749 242,052 2,647,754
Accumulated depreciation 25t E (224,969) (15,129) (217,336) (457,434)
Net book amount BREFE 2,141,984 23,620 24,716 2,190,320

Year ended 30 June 2006 HE_FFARENA=THLEEE

Opening net book amount  FHIEREF{E 2,141,984 28,620 24,716 2,190,320
Additions NE 5,143 10,516 11,971 27,630
Transfers (Note) I (5E) - - (92) 92
Disposals & - - (65) (65)
Depreciation e (47,501) (5,951) (14,766) (68,218)
Closing net book amount 42 BREH{E 2,099,626 28,185 21,764 2,149,575
At 30 June 2006 RIBEAEAASTHZERE

Cost BRAR 2,372,096 49,265 239,711 2,661,072
Accumulated depreciation  Z&HTE (272,470) (21,080) (217,947) (511,497)
Net book amount REFE 2,099,626 28,185 21,764 2,149,575

Note :  This represents the transfer of fixed assets to HKIEd Jockey Club Primary School (a division of the subsidiary, HKIEd Schools Limited)
on 31 August 2004 and 31 August 2005 respectively at cost.

WEREANIE - ZENFNAA=+— BN - ZERF N AT - BERANEECEEEREEAIE ERET S/ ERIEBR
AEBHEERENBR AT —EH ) -
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Notes to the Financial Statements * 81753k R Mzt
Expressed in Hong Kong dollars WAB# & %1

Consolidated and Institute
BREMHR

2006 2005
$'000 $'000
BETT BT
Held-to-maturity Securities - Unlisted, at amortised cost (Note a):  # = E|HH &S - JE LT - RE B (HET)
Investment in Bonds and Fixed Rate Notes REEBEHFREERER - 156,792
Investment in Certificates of Deposits BREGTRE = 120,000
Other Unquoted Investments EHiIERNERE - 93,219
- 370,011
Other Investments - Unlisted, at fair value (Note a): HiIE EmRE - RAFE (HER):
Investment in Unit Trust BAETIRE = 1,150
Investment in Subsidiaries and Institutional Entities B ENE AR MR ERIE 2 RE 1 1
(Notes b and ¢) (M RRA)
1 371,162
Less: Current portion classified as Current Assets (Note a) BRGNS EAREAE (MEF) - 130,086
1 241,076

Note a:

Note b:

Note c:

As mentioned in Note 2.1 above, after the adoption of HKASs 32 and 39 on 1 July
2005, the Institute reclassified the investments and disclosed them separately in
Notes 6, 7 and 9 to the financial statements in accordance to their categories.

The Institute has a 100% (2005: 100%) interest, without investment cost, in HKIEd
Schools Limited which was incorporated in Hong Kong on 14 December 1998 as
a company limited by guarantee. The purpose of the company is to plan, establish
and manage schools.

The Institute has a 100% interest, without investment cost, in HKIEd School of
Continuing and Professional Education Limited which was incorporated in Hong
Kong on 28 June 2006 as a company limited by guarantee. The purpose of the
company is to set up and operate, in conjunction with the Institue, as a non-profit
making organisation for the advancement of professional, technical and continuing
education and to provide learning opportunities in or outside Hong Kong.

Investment in institutional entities

The Institute holds 1 share of $500 (2005: 1 share of $500), representing 12.5% of
the share capital of the Joint Universities Computer Centre Limited, a company
providing computer services for the UGC-funded higher educational institutions in
Hong Kong.

The Institute has a 12.5% interest, without investment cost, in Joint University
Programmes Admissions System ("JUPAS") which was incorporated on 18 September
1990 as a company limited by guarantee. The purpose of the company is to administer
and operate the joint admissions system for and on behalf of each member of the
JUPAS.

The Institute holds a 25% interest, without investment cost, in EdExchange Limited
which was incorporated in Hong Kong on 21 March 2005 as a company limited by
guarantee. The purpose of the company is to promote education and to provide
financial assistance and subsidies for the purposes of education and training to
educational charities, scholarships, fellowships and bursaries in Hong Kong and
elsewhere.

The Institute has a 12.5% interest, without investment cost, in Joint Quality Review
Committee Limited ("JQRC") which was incorporated on 26 August 2005 as a
company limited by guarantee. The purpose of the company is to provide and
implement a peer review framework for the quality assurance of self-financing,
assocate-degree programmes in the continuing education units of the members in
the JQRC.

Given the nature of these institutional entities and their insignificance of
the investment costs, the Institute did not account for them in its financial
records. In addition, taking into consideration that there are no significant
operations in these institutional entities and they are immaterial to the
Group, their results are not accounted for in the Group's consolidated
financial statements.
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Notes to the Financial Statements * A #5#R R Mzt
Expressed in Hong Kong dollars LA & 881

6. Held-to-maturity Investments # Z ZIH B2 &

Consolidated and Institute
FEFHR

Held-to-maturity Investments BEIHARE
Listed, at amortised cost BT RO
- listed outside Hong Kong - EEABSN T 32,059 -
Unlisted, at amortised cost LT - IREEA AR 246,520 -
278,579 -
Less: Current portion classified as Current Assets B REEO D EARBEE (65,928) -
212,651 -

7. Times Deposits E 77k

Consolidated and Institute
FEFHR

Time Deposits with Original Maturity over 3 Months or above  RZIHIH #8:8318 A 3k A -y E BifF R

Current R
- Unpledged - REER 253,399 -
- Pledged (Note 15) - BYEEIR(FIEE15) 15,000 15,000
268,399 15,000
Non-Current IERE 9,185 292,931

277,584 307,931

The effective interest rate on Time Deposits with Original Maturity over 3 Months or above was 3.6% (2005: 3.4%); these deposits have an
average maturity of 176 days.

[REEA A ERB3ME AU ERERERNERFER36%( ZTTRF: 34%) : WEFXNFHIHABA176H -
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Notes to the Financial Statements * B4R & Miat
Expressed in Hong Kong dollars JA7E# A& 2L

Accounts Receivable FEUARIE
Less: Provision for impairment of receivables (Note a) & : & U BR TERL (B 188 48 (P 1 FF)

Prepayments T /I8
Amount due from the subsidiary (Note b) FEMPHE A Bl 2 RIE (R L)
Security deposits REZS

The fair value of accounts receivable, deposits and prepayments approximates
their carrying value for both financial years ended 30 June 2006 and 2005.

Note a:  The Group has recognised a loss of $1,837K for the impairment of its account
receivables during the year ended 30 June 2006. The loss has been mainly included
in Office Expenses under "Instruction and Research" and "Management and General”
in the Income and Expenditure Statement to the extent of HK$938,000 and HK$837,000
respectively.

Note b:  The amount is unsecured, interest-free and repayable on demand.

Consolidated Institute
ol Az

2006 2005 2006 2005
$'000 $'000 $'000 $'000
BETT  BETR BT T BT T
27,778 49,181 27,718 49,109
(1,837) (86) (1,837) (86)
25,941 49,095 25,881 49,023
242 229 214 220

- - 534 625

523 442 517 436
26,706 49,766 27,146 50,304

BE_TTRENM_ZERFA=THLMESF
- RUERIR - e RIAMNFEN AT EHEALR
EERE

MR SEERE-TTRNF AT HILEFERR
MR EBRES — BN \+t=8L Tt -
IABREZLAMS R [HERHAE] &
[—RITBRER] TORFERSA B
DRREENT=ZBNTFIREBEN =8Bt
FTTe

MIFEZ  UEBURIRIER - RS NERBMEE -
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Notes to the Financial Statements * 81 %R & MHiat
Expressed in Hong Kong dollars LA & g1

9. Financial Assets at Fair Value through Profit or Loss
BEATEIRREBANXREENMBFEE

Consolidated and Institute
ZAFAHBE

Listed Equity Securities in Hong Kong, at fair value BB LTESES  BATE 10,654 -
Unlisted Structured Notes and Deposits, at fair value — 3F_E &&= IEMTFR - ZAFE 228,699 -
Unlisted Investment in Unit Trust, at fair value FELMBLEFRE  BATE 1,275 -

240,628 -

Note:  Changes in fair values of Financial Assets at Fair Value through Profit or Loss are Mz RAFEIEREBUEREENVHBEENATE
recorded in "Other Gains-Net" in the Income and Expenditure Statement (Note 20). BEEWST R IRA [l —F88] (HE20)

10. Cash and Cash Equivalents R & BRI &% &YW

Consolidated & & Institute [z

Cash at bank and in hand SRITRFHERS 11,948 7,675 8,057 3,477
Short-term Bank Deposits RERITIF R 251,088 338,138 248,042 337,230

263,036 345,813 256,099 340,707

The effective interest rate on short-term bank deposits was 4.2% (2005: 2.0%); these deposits have an average maturity of 32 days.
RERITERNEBRFE R4 2% —FZ2RF: 2.0%) - LEFRETHEEHARI2H -
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Notes to the Financial Statements * B 753 R Mzt

Expressed in Hong Kong dollars A/ 8 &g {1

Consolidated and Institute

AR
Unspent
Balance
Endowment for
Funds Research Total
BARES RAMELE B
$'000 $'000 $'000
BT T BETT BETR
(Note a)(Ff#EFR)
Balance at 1 July 2004 RIEFMELA—HZERE 11,398 5,181 16,579
Transfer from Income and Expenditure Statement 825 B8 i & 169 - 169
Inter-Fund Transfer (Note 12) ESHEEE12) - (626) (626)
Balance at 30 June 2005 R-EFHEEAAZ+HHZERE 11,567 4,555 16,122
Balance at 1 July 2005, as above RIEZERFEA—HZE&E WL 11,567 4,555 16,122
Opening adjustment for the adoption of HKAS39 RN & =+ ERI39M5 2 )% (29) - (29)
Balance at 1 July 2005, as restated “EEhFtLtA—HZER EY 11,538 4,555 16,093
Transfer to Income and Expenditure Statement ~ EEZE U &K (35) - (35)
Endowment Funds received BAESUWA 7,000 - 7,000
Inter-Fund Transfer (Note 12) E&REERHE12) (105) 266 161
Balance at 30 June 2006 RIEFEANFERNAZTHZETE 18,398 4,821 23,219
Note a: The breakdown and movements of Endowment Funds for the year 2005/06 are MfizEEE: —ZBE2hH ENFEEAES AR DN
analysed as follows : wm:
Opening
adjustment
Balance at for  Balance at
. Bal t
30June adoption of 1 July 2005, Endowment |ncome Tensitr a3%njﬁ:e
2005 HKAS§9 as restated Funds for the for the 2006
20056  HRENEE 2005%  received year Expenditure  year  2006%F
6A30A ERBYR T7E1BZ  BAEE FEE forthe year E 6H30H
2 ZFEO# &5 25 A WA TEEXH 2 BE &R
$'000 $'000 $'000 $'000  $'000 $'000 $'000 $'000
BETT BT T BT T BT BT BETn B¥Tn BT
Cheung's Family REEEES 3,018 - 3,018 76 36 - 3,058
Charity Fund
Shun Hing Education EHRHE K
and Charity Fund BERS 5,230 2 5,232 192 - (00) 5324
Sir Gordon Ying-Sheung WU & # B3+ 3,014 (31) 2,083 3000 167 148 - 6,002
Li & Fung Scholarship F| L AFEE 5 - - 4,000 14 - - 4,014
Others HA 305 - 305 (300) - (5) -
Total amount ZEZR/ER
for the year 2005/06 FRE L% 11,567 (29) 11,538 7,000 149 184 (105) 18,398

FEBHELM/R 20052006 #EHE
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Notes to the Financial Statements 8473k & Mt
Expressed in Hong Kong dollars SA/E# & & iz

12. Other Funds Hit & &

Consolidated &&

Balance at 1 July 2004 RIEFEMFELA—HZERE

Transfer from/(to) Income and sRe/(2) kxR
Expenditure Statement

Inter-Fund Transfer (Note 11) EoMEE (ME11)

Balance at 30 June 2005 RIEFRERNAZTHZER

Balance at 1 July 2005, as above WZ-ZEFRELA—HZEE ML
Opening adjustment for RINETHERI3E 2 FYIAR

the adoption of HKAS39

Balance at 1 July 2005, as restated R-FFREELA—HZ&ETF =7

536,184 73,918 17,801 627,903
37,876 19,519 (2,135) 55,260
642 7 (23) 626
574,702 93,444 15,643 683,789
574,702 93,444 15,643 683,789
(7,022) 1,471 - (5,551)
567,680 94,915 15,643 678,238
53,709 55,841 20,318 129,868
(631) 376 94 (161)
620,758 151,132 36,055 807,945

Institute #[%

Transfer from Income and EEalER

Expenditure Statement
Inter-Fund Transfer (Note 11) EoMERE (1)
Balance at 30 June 2006 RIFERNEANA=Z+HRZERE
Balance at 1 July 2004 R_FFEMNELA—HZER
Transfer from/(to) Income and EEe/ (=) kR

Expenditure Statement
Inter-Fund Transfer (Note 11) E MR (M)
Balance at 30 June 2005 RIBFRFEANAZTHZETE
Balance at 1 July 2005, as above R_ZEZEHELA—HZ&EHF ML
Opening adjustment for BN RTERIG . FHIAR

the adoption of HKAS39
Balance at 1 July 2005, as restated R-EFERFLA—HZ&E  EY
Transfer from Income and ERAKEE

Expenditure Statement
Inter-Fund Transfer (Note 11) E o MR (fiak11)
Balance at 30 June 2006 RIEFEANFERNAZTHZETE
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536,184 71,318 17,801 625,303
37,876 18,066 (2,135) 53,807
642 7 (23) 626
574,702 89,391 15,643 679,736
574,702 89,391 15,643 679,736
(7,022) 1,471 - (5,551)
567,680 90,862 15,643 674,185
53,709 54,564 20,318 128,591
(631) 376 94 (161)
620,758 145,802 36,055 802,615




Notes to the Financial Statements B4 3R & Mzt
Expressed in Hong Kong dollars JAE# A2 (L

Balance at 1 July

Representing :
Buildings
Leasehold Improvement
Fixtures and Equipment

Capital Funds Earned
Buildings
Leasehold Improvement
Fixtures and Equipment

Released to Income and
Expenditure Statement
Buildings
Leasehold Improvement
Fixtures and Equipment

Balance at 30 June
Buildings
Leasehold Improvement
Fixtures and Equipment

Staff Costs:

Compensation for Loss of Office
Unutilised Annual Leave
Gratuities

Payable:

Within 1 year
After 1 year

Consolidated &4
2006 2005 2006 2005
$'000 $'000 $'000 $'000
BT T BT T BT T BET T
REtA—BZ&#H 2,193,708 2,245,289 2,187,434 2,237,775
HERN:
BF 2,145,242 2,185,301 2,141,863 2,181,861
HEWERE 23,063 22,141 21,887 20,656
KERZE 25,403 37,847 23,684 35,258
2,193,708 2,245,289 2,187,434 2,237,775
WMEMNERES
BF 5,143 - 5,143 -
HEWMHERE 10,516 1,231 10,516 1,231
KERBE 12,185 126 11,889 -
27,844 1,357 27,548 1,231
AL ST
BF (47,453) (40,059) (47,379) (39,998)
THEMERE (4,643) (309) (4,272) -
HEREE (15,494) (12,570) (14,521) (11,574)
(67,590) (52,938) (66,172) (51,572)
RAAZ+AZER
BF 2,102,932 2,145,242 2,099,627 2,141,863
HEWMERE 28,936 23,063 28,131 21,887
HERDE 22,094 25,403 21,052 23,684
2,153,962 2,193,708 2,148,810 2,187,434

R ERA -
REBIOHE
ARZERHFR
KomE £

R8I

—FR
—F1&

Consolidated and Institute

SREMER

2006 2005
$'000 $'000
BETT BETT
1,716 131,598
65,800 87,146
29,005 24,423
96,521 243,167
84,567 233,227
11,954 9,940
96,521 243,167
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Notes to the Financial Statements Bt 7R &Mt
Expressed in Hong Kong dollars LA /& 88 {1

15. Borrowings &3

= A\
s 3

Consolidated andﬁlnstitute
AR

Long-term loan, secured REIEN - BEM 9,346 12,000
Less: Current portion classified as Current Assets o BN EARBEE (1,220) (1,500)
8,126 10,500

The maturity of long-term loan is as follows: FRHERNEIHALT
Within 1 year —FR 1,220 1,500
Between 1 and 2 year —FEZFR 1,256 1,500
Between 2 and 5 years ZFERFR 4,000 4,500
6,476 7,500
Over 5 years HFE 2,870 4,500

9,346 12,000

Note: The Government agreed to provide a loan of $15 million to the Institute to meet start- s BNREERZCREEE —TREETER - X

up costs of self-financing accredited post-secondary programmes (e.g. Associate NEaBBENRNE LR (WEIETE)
Degree Programmes). The loan is non-interest bearing, repayable in equal annual WEM - ZEZTHE AR -_TTNENARE
installments over a period of 10 years from June 2004 and is secured by a pledge of DTFESFESHEE  YHIGOBE—THES
the Institute's bank deposits of $15 million disclosed in Note 7. TUIRITERIERIER - MBTRETATIEE -

The carrying values are based on cash flows discounted using a rate based on borrowings BREERBRSMEAERFEI.0% (ZFFH
rate of 3.0% (2005: 3.0%) and all denominated in HK dollars. F:3.0%) BIRFE - 2HWABTRBM -

The fair value of borrowings approximates their carrying value for financial year ended HEZZEXXFNA=THLEVBRFE - ERHA
30 June 20086. FEEHREERS

16. Accounts Payable and Accruals FE {1 iRIE R fE= FIE

Consolidated &= & Institute %

Accounts Payable FEBRTE 20,995 22,002 19,544 21,374
Accruals FERTFRIE 26,390 18,464 26,377 18,423
Receipts in Advance TR TE 16,125 16,913 16,114 16,889

63,510 57,379 62,035 56,686

The fair value of accounts payable and accruals approximates their carrying value for both financial years ended 30 June 2006 and 2005.
HEZZAER_ZTRFANA=ZTHERMEMREE - BAKEREAFENA FEREROEMES
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Notes to the Financial Statements * Bt ##R & H s+
Expressed in Hong Kong dollars A& A& B iz

Consolidated & & Institute #[%

2006 2005 2006 2005
$'000 $'000 $'000 $'000
BT T BT T BT T BT T
Balance at 1 July REtA—HBZ&%E 65,279 60,375 65,279 60,375
Subventions, Grants BB B - FBhe RIBK

and Donations Received/

Receivable 690,702 781,633 680,545 773,869
Recognised during the year REEAR (641,071) (775,372) (631,210) (767,734)
Transferred to Deferred

Capital Funds BREREERES (27,844) (1,357) (27,548) (1,231)
Balance at 30 June RANA=Z+HZER 87,066 65,279 87,066 65,279

Consolidated and Institute
BREER

2006 2005
$'000 $'000
BET T BET T
Balance for the year represented by: ANF[Z & 4R T
Block Grants BREEX - -
Earmarked Grants EERT
- Research - % 2,941 4,086
- Others - Hip 81,936 48,004
Capital Grants & AA &1 EREBFRROGE - IER
Block Allocation s T2 R e Rl 5E 627 10,685
Grants from Government Agencies BT #i# 50 1,562 2,504
Donations and Benefactions BRKRIBE) - -
Total ks 87,066 65,279
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Notes to the Financial Statements * Bt %R & Hist
Expressed in Hong Kong dollars LA & g1

18. Government Subventions B ik

Consolidated & Institute % Bz

2006 2005 2006 2005
$'000 $'000 $'000 $'000
BETFT ABY%TT BETT BETR
Subventions from UGC HEGEX
Block / Recurrent Grants BRACEILRR 462,496 588,858 462,496 588,858
Earmarked Grants BRERXK 104,958 119,132 104,958 119,132
HFS BB BT E 40,580| | 53,266 40,580, | 53,266
Matching Grant Il FHEBER 21,531 - 21,531 -
Matching Grant lll FHEBENR= 9,186 - 9,186 -
Replacement Town Centre FEEMEIR 8,825 2,407 8,825 2,407
Earmarked for Pension Top-up B AR RS 7,263 - 7,263 -
Earmarked Language Immersion Programmes BE BN R 6,510 5,960 6,510 5,960
Matching Grant for Internationalising ELIN Gl vl o
the Student Population 1,569 - 1,569 -
Research Projects HxIEE 2,413 2,669 2,413 2,669
Institutional Advancement Projects iR 2l 1,666 1,275 1,666 1,275
Housing-related Benefits other than HFS FEEFEREE v EEME S 1,436 2,049 1,436 2,049
Restructuring and Collaboration Fund - EERAERES - BiTEAR
Academic Restructure 1,361 - 1,361 -
Restructuring and Collaboration Fund - BEREEES - BEEER
Library Link 387 - 387 -
Restructuring and Collaboration Fund - EERAEES - BB E
Departure Schemes - 30,000 = 30,000
Teaching Development HERRE 1,214 1,785 1,214 1,785
Blister Programme Il for English Teachers WA A A R 2R -| | 11,566 -| | 11,566
Blister Programme | for Secondary Teachers HERRIHE R SRR - 1,542 = 1,542
Language Enhancement EXIRARE - 6,000 - 6,000
Other Earmarked Grants H At 157 B 1,017 613 1,017 613
Government Rent and Rates Refund IREIMAE [ Z 6 7,083 6,769 7,083 6,769
Capital Grants and AA&I Block Allocation EREBSRRNE - MERSE
TIREEERLEE 53,114 52,656 53,114 52,656
627,651 767,415 627,651 767,415
Grants from Government Agencies BRI X 48,058 48,397 38,232 41,062

675,709 815,812 665,883 808,477

36 The Hong Kong Institute of Education Financial Report 2005/2006




Notes to the Financial Statements * B #5#R R M st
Expressed in Hong Kong dollars A7 ¥ & & (L

UGC-Funded programmes
Tuition Fee
Programmes and Other Fees

Non UGC- Funded programmes
Tuition Fee
Programmes and Other Fees

Investment Loss from Financial
Assets at Fair Value through
Profit or Loss

Interest Income

Dividend and Investment Income

BEEEMRE

ARIZ AR E

FREEEHRE

ARIZ AR E

REBAFEIRLEBR
W RRENHTEEE
RRERER

Consolidated &4
2006 2005 2006 2005
$'000 $'000 $'000 $'000

BT T BT T BT T BT T
138,835 151,515 138,835 151,515
4,240 5,618 4,240 5,618
55,861 47,374 49,885 42,311
10,162 11,579 10,162 11,579
209,098 216,086 203,122 211,023
Consolidated &%
2006 2005 2006 2005
$'000 $'000 $'000 $'000
BT T BT T BT  B¥Tx
(4,623) - (4,623) -
35,367 24,552 35,257 24,539

- 130 : 130

30,744 24,682 30,634 24,669
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Expressed in Hong Kong dollars A& &% (i1

21. Donations and Benefactions 158% % 155

Capital Projects (Note a)
Scholarships, Prizes and Bursaries (Note b)

Donations for Academic Activities (Note b)

Note a:

Note b :

H2TEE (M)
RES ReNBPHBEL (L)
HEMNEBMIBR(HE L)

Included in the Capital Projects are donations from the Hong Kong Jockey Club
Charities Trust ( "HKJCCT"). The HKJCCT agreed to make donations to the Institute
for the construction of a primary school amounting to $92.7 million. The construction
work of the primary school was completed in August 2002. The amounts of donation
received up to 30 June 2006 was $89.9 million (2005: $88.4 million). The primary
school is named as HKIEd Jockey Club Primary School. As disclosed in Note 4
above, it is a division of the Institute's subsidiary, HKIEd Schools Limited.

The Government has launched the Second and Third Matching Scheme for UGC-
funded institutions to match grants for the donations secured by them. Donations
pledged and paid to the Institute between August 2005 and February 2006 and after
1 June 2006 respectively are eligible for such matching grants.

Included in the Donations for Academic Activities are donations for the Religious and
Spiritual Education Centre.
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Consolidated4: &

Institute Bz

5,634 5,444 5,634 5,444
2,399 1,989 2,399 1,989
24,918 5,065 23,466 3,396
32,951 12,498 31,499 10,829
MR ERRAEREREEARRGREERER([ES

Mz

BES] )2 RE  EFSESEARBTHUAR
AF-BETETER PR - PENERTIZ
BER-ZZT-FNARIT -BE-TTAFRNA=
THIE BRISNBEIEABENATABLTE
T (ZETRE  BENATNBETEL) - &%)
ERERBEHEERESS/ S o MHFE4RE
B % BRRIGHBRARNEEHRAERERER
DA —EDE

BOFEL et 0 & A B0 3 = A0S = i
WEIRHE - UEWABRR S TEANER - &
—PTRFN\AZ-TEAF-ABMURE-T
TAEAA— BN RETL NG AR
AEBPBUAFERDS -

HEINEPNER U RARFRLBELF PO
EOPEEERS



Notes to the Financial Statements * Bt %53k & st
Expressed in Hong Kong dollars S A& B i1

As at 30 June 2006, the related expenditure incurred for the donations eligible for HEZZTRFRNAZTHIE URHFEERBES

matching grants are shown below : HEEMBENET - EEEHFEET
Consolidated and Institute
FEEMAKR
2006 2005
$'000 $'000
BT T BT T
Balance at 1 July REA—BWEE 14,038 17,893
Income WA
Donations Received A EEEN 30,717 -
Interest Income FEWRA 378 87
31,095 87
Expenditure X
Academic Development SR 3,517 2,115
Research Activities e EE) 586 678
Student Activities = L) 1,387 605
Scholarships & Prizes RESMES 858 390
Bursaries §Ee 473 63
Equipment & Supplies H A Em 38 91
Staff Development BEER 11 -
Total Expenditure B 6,870 3,942

Balance at 30 June RAAB=+HMNER 38,263 14,038

As at 30 June 20086, the related expenditure incurred for the matching grants are HE-ZZXFRA=Z1THIL YN FEEREBERZS

shown below : BHEBeNER - AEBAXHFERT
Balance at 1 July REtA—HWEF 20,926 21,179
Income ON
Matching Grants Received and Receivable BUEE I SR & 30,717 -
Expenditure X
Academic Development TR 118 127
Research Activities g 258 119
Student Activities LETEE) 238 7
Total Expenditure Fbganl 614 253

Balance at 30 June RAA=+HWER 51,029 20,926
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22. Auxiliary Services i /B R

Consolidated & & Institute %%

Student Hostels BEREE 14,780 14,148 14,780 14,148
Rental Income el A 4,320 4,828 4,317 4,812
Rental Contribution from Staff EEMES N 2,173 1,575 2,173 1,575
Others Htth 140 376 140 376

21,413 20,927 21,410 20,911
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Notes to the Financial Statements ° 8175 & Mi&t
Expressed in Hong Kong dollars JA/ 8 &2 {1

Learning and Research:
Instruction and Research
Library
Central Computing Facilities
Other Academic Services

Institutional Support (Note 23.1):
Management and General
Premises and Related Expenses
Students and General Education Services

Total Expenditure 2006

Learning and Research:
Instruction and Research
Library
Central Computing Facilities
Other Academic Services

Institutional Support (Note 23.1):
Management and General
Premises and Related Expenses
Students and General Education Services

Total Expenditure 2005

HERWR -
HEB R
E&s
bR BRI
H TR

BBEE(ME23.1)
—RITHREER
GNCINGELEERG

B R —RIAE RS

ZEEAEXHER

BERMR
HE KT
Bl&
hRBRRE
HAD BT AR

BBE3E(MEE23.1)

—RITERNER
GYNGEE RS

B KRB RS

ETAFEIHER

Consolidated & &

Staff Cost Operating
and Benefits Expenses  Depreciation 2006 Total
EEMAFEF EERX e 2006 #%8
$000 $000 $'000 $'000
BETT BT T BT T BT T
(Note 24) (FfizE24)
405,990 64,671 5,875 476,536
18,879 14,080 427 33,386
28,312 18,331 5,352 51,995
32,620 5,347 95 38,062
485,801 102,429 11,749 599,979
46,633 8,479 85 55,197
26,263 77,9156 57,909 162,087
13,730 13,756 42 27,528
86,626 100,150 58,036 244,812
572,427 202,579 69,785 844,791
Consolidated &4
Staff Cost Operating
and Benefits Expenses  Depreciation 2005 Total
B E R AFEF EERX e 2005 #58
$000 $000 $000 $000
BT T BET T BT T BT T
(Note 24) (Hfiz24)
606,278 64,280 6,804 677,362
18,570 15,224 644 34,438
29,595 13,097 5,485 48,177
32,322 5,718 171 38,211
686,765 98,319 13,104 798,188
43,746 13,814 205 57,765
27,414 67,551 58,993 163,958
13,036 16,859 229 30,124
84,196 98,224 59,427 241,847
770,961 196,543 72,531 1,040,035
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Expressed in Hong Kong dollars JA7E# A {1

23. Expenditure (continued) 1 (&)

Institute %

Learning and Research: HERMRA :

Instruction and Research HE R 393,729 62,942 4,382 461,053
Library BlE4E 18,879 14,080 427 33,386
Central Computing Facilities PR BRERIE 28,312 18,331 5,352 51,995
Other Academic Services H A BT AR 32,620 5,347 95 38,062
473,540 100,700 10,256 584,496

Institutional Support (Note 23.1): KRB (MEE23.1) -
Management and General —RRATBRE TR 46,633 8,256 85 54,974
Premises and Related Expenses & KRS 26,263 76,669 57,835 160,767
Students and General Education Services LR —RHE RS 13,730 13,756 42 27,528
86,626 98,681 57,962 243,269
Total Expenditure 2006 ZEEREXHESE 560,166 199,381 68,218 827,765

Institute #[%
Learning and Research: BERME :

Instruction and Research HE R 596,723 62,881 5,451 665,055
Library EES 18,570 15,224 644 34,438
Central Computing Facilities PR BIERIE 29,595 13,097 5,485 48,177
Other Academic Services E th 21T AR S 32,322 5718 171 38,211
677,210 96,920 11,751 785,881

Institutional Support (Note 23.1): ez IE(MEE23.1) ¢
Management and General —RITR R ERR 43,746 13,660 205 57,611
Premises and Related Expenses & AR 27,414 66,587 58,932 152,933
Students and General Education Services BE R —RHE RS 13,036 16,859 229 30,124
84,196 97,106 59,366 240,668
Total Expenditure 2005 CETRER LR 761,406 194,026 71,117 1,026,549
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Notes to the Financial Statements * B3R &Mzt
Expressed in Hong Kong dollars LA™ &8z

Consolidated & & Institute %

2006 2005 2006 2005

$'000 $'000 $'000 $'000
BETT BT BETT BT

Management and General —RITHRER
Office Expenses EENEN 3,943 11,279 3,908 11,250
Professional and Legal Fees BEREEER 2,932 1,028 2,917 1,028
General Insurance — R R 968 1,064 857 964
Auditors' Remuneration ZERB S 432 390 370 365
Minor Equipment NI 204 53 204 53
8,479 13,814 8,256 13,660
Premises and Related Expenses ReERHEHAER
Utilities NEE i) 17,010 17,223 16,558 16,867
Repair and Maintenance and Minor Works “is - RER/NDEITERE 24,124 15,690 23,836 15,432
Premises Rental EFHEe 12,479 11,408 12,479 11,408
Government Rent and Rates = AR 7,553 7,121 7,135 6,815
Cleaning Services BRIRTE 5,771 5,693 5,705 5,670
Security Services R R 6,162 5,137 6,162 5,137
Office Expenses EEYNEN 2,480 2,313 2,480 2,313
Telecommunications BAEMA 892 980 870 959
Minor Equipment INRUES AR 628 885 628 885
Property Insurance I ELSE 391 676 391 676
Notional Rental for Staff Quarters EEESHEEHES 425 425 425 425
77,915 67,551 76,669 66,587
Student and General Education Services 24 F—EHERHH X
Student Hostels Expenses SBAFEIMN 7,012 8,950 7,012 8,950
Health Care Centre B 2,880 3,225 2,880 3,225
Scholarship, Bursaries, Prizes and RES - B - He
Financial Assistance to Students FNERA B 1% B) 2,591 3,042 2,591 3,042
Extra-Curricular Activities RINER) 778 776 778 776
Office Expenses EENEN 429 749 429 749
Others EAh 66 117 66 117
18,756 16,859 13,756 16,859
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Notes to the Financial Statements * 8473k & K&t
Expressed in Hong Kong dollars JAE# A 2L

24. Staff Cost and Benefits 1 & B A<F1$E F

Consolidated & Institute %5z

Wages and Salaries T& K& 469,310 495,800 457,220 486,458
Unutilised Annual Leave REHFR (21,347) 30 (21,347) 30
Gratuities A9 21,051 19,237 21,051 19,237

Contributions to Mandatory s AR ETE 2 fEK
Provident Fund Scheme 7,640 7,296 7,469 7,083
Contributions to Superannuation Scheme [A1ATES &t &] 2 3k 34,251 44,909 34,251 44,909
Compensation for Loss of Office KEBNLL 2 FIE 4,265 133,338 4,265 133,338
Housing Benefits EEREH 43,442 56,400 43,442 56,400
Other Staff Related Benefits Hib g SERET 13,815 13,951 13,815 13,951
572,427 770,961 560,166 761,406

24.1 Higher paid staff 5 &{ES

Total annual equivalent emoluments irrespective of the funding sources for the higher S %EE N EHEHEAZE (TEEELIRA{A)

paid staff are analysed as follows : DM -

Consolidated and Institute

BREMHRR
Basic Salaries, Housing Allowances, ¥ - BEER - HabZA K
Other Allowances and Benefits in Kind EWH = 11,560 15,420
The above emoluments fell within the following bands : LB mER ST T
Number of staff & £ £ B
Emoluments Bands B <4851
$1,800,001 - $1,950,000 1,800,001 7T - 1,950,000/ 7T 1 2
$1,950,001 - $2,100,000 1,950,001 7T - 2,100,0007% 7T 1 2
$2,100,001 - $2,250,000 2,100,001/&7C - 2,250,000/5 7T -
$2,250,001 - $2,400,000 2,250,0017%87C - 2,400,000/ 7T 1 2
$2,400,001 - $2,550,000 2,400,001/87C - 2,550,000/8 7T 1 -
$2,550,001 - $2,700,000 2,550,001/ C - 2,700,000/5 7T - -
$2,700,001 - $2,850,000 2,700,001/&7C - 2,850,000/5 7T = -
$2,850,001 - $3,000,000 2,850,001/87C - 3,000,000/8 7T 1 1
9 7
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Notes to the Financial Statements * Bt ##R & Mzt
Expressed in Hong Kong dollars IAS# & 281

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:

Salaries, wages and allowances TE& - #iAnEas

Employer's contribution to retirement schemes BERRKRSER
Provision for gratuities AomBN Rt
Discounting effect on Borrowings ERHRIRER
Discounting effect on Financial Assets BIEEERRL R A

REBMAGHFEEEABBARNFNEESR
B RS S ENAER NS REIEAR

o PIEF D AT

Consolidated and Institute
FEHR

2006 2005
$'000 $'000
BETT BETT
9,403 8,427

60 48

1,034 871
10,497 9,346

Consolidated and Institute
AR

2006 2005
$'000 $'000
BET T BETT
316 -

91 -

407 -
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Notes to the Financial Statements * B1 #3R &R Mz
Expressed in Hong Kong dollars JA/E# & &8 iz

26. Cash Generated from Operations 2 EE 4+ NE &

Surplus for the year

Adjustments for:

Depreciation

Loss on Disposal of Property,
Plant and Equipment

Fixtures and Equipment transfer
to a Subsidiary

Amortisation of Investment in
Bonds and Fixed Rate Notes

Amortisation of Investment in
Certificates of Deposit

Fair Value Losses on
Financial Assets at Fair Value
through Profit or Loss

Interest Income

Finance Cost

Exchange Differences

Changes in working capital:

Accounts Receivable, Deposits
and Prepayments

Provision of Employee Benefits

Accounts Payable and Accruals

Deferred Income

Deferred Capital Funds

Cash generated from Operations

In the cash flow statement, the disposal of Property, Plant and Equipment is analysed EIR&/RE %K -

as follows:

Net book amount
Loss on the disposal of Property,

Proceeds from the disposal of Property,

46

Plant and Equipment

Plant and Equipment

REFE R

AE
e

HEME - RENSEMER

KENREEREHBRR

BHIESRBNREHE

T RER R B S

BAHEDRREB
WSz REBIZME 5
BEENDHERA

FBHA

BATEARAR

M =

EEELNED

FEYERIE - 12 e RIANRIA
BERMEE

JEA 8RR I R ROR
EIERA

EEELEMRE

fREVHE
HEWE - RE KSR

HEWE - RERBEMEH

The Hong Kong Institute of Education Financial Report 2005/2006

Note
k=4

20
20
25

Note
M &t

Consolidated & &

Institute #[%

129,833 55429 128,556 53,976

69,785 72,531 68,218 71,117

40 284 40 18

= - 92 266

= 446 : 446

- 194 : 194

4,623 - 4,623 -

(385,367)  (24,552)  (35,257)  (24,539)

407 - 407 -

485 - 485 :

15,593 (29,264) 15,691 (29,176)

(146,646) 117,081  (146,646) 117,081

8,886 (17,138) 8,104 (16,390)

21,787 4,904 21,787 4,904

(39,746)  (51,581)  (38,624)  (50,341)

29,680 128,334 27,476 127,556
HEWE  RERSEMOWTHOT:

Consolidated & &

Institute %

65 296 65 30
(40) (284) (40) (18)
25 12 25 12




Notes to the Financial Statements * B1 73R & i 5t
Expressed in Hong Kong dollars IAA# &1

As at 30 June 2006, the Institute had capital commitments on property, plant and

equipment as follows:

REEZXRFAA=TE  #EmE - RiMas
M E ARSI T:

Consolidated and Institute
ZEAFNHBE

Contracted but not provided for EENEREE
Authorised but not contracted for BHEBRED

28.1 As at 30 June 2006, the Institute had future aggregate minimum lease
payments under non-cancelable operating leases in respect of rental properties
as follows :

Within one year —F A

After one year but no later than five years EEZERFN

Operating lease charges for the year FEMNZBEHESH
28.2 Asat 30 June 2006, the Institute had future aggregate minimum lease receipts

under operating leases in respect of rental properties as follows :

Within one year —FR
After one year but no later than five years EEERFNR

Contingent-based rent recognised during the year were $17K (2005: $12K).

EAFEAEINSEHEREE —BLTL(CETRF B8 _Tn) -

2006 2005
$'000 $'000
BET T BT T
21,509 12,189
8,386 11,673
29,895 23,862

281 RIZTERERNAZTH  HRREBEEEY
EZA AR EHEE 2 AR EEENK

HWEEINT
Consolidated and Institute
EZATNHBE
2006 2005
$'000 $'000
BT T BT T
5,640 9,426
18,720 -
24,360 9,426
9,474 8,962

282 RIZZRERNAZTH  FRREBEEED
F 2 PR HHE BN E 2 AR RIEAEE YK

Consolidated and Institute
RETH

BET

2006 2005
$'000 $'000
BET T BETT
574 1,501

122 508

696 2,009
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Notes to the Financial Statements * B1#53R & M5t
Expressed in Hong Kong dollars JAE# A& {1

29. Related-party Transactions Bt 77X 5

Other than those disclosed elsewhere in the financial statements, the Group did
not have any other significant related parties transactions.

BT BT ERER R ORM D T ERSN - RERERA
MERNBER XS -

30. Comparative Figures tt 8 F

Certain comparative figures in the financial statements have been restated and/or
reclassified to conform with the current year's presentation.
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