Report of the Auditors
REMEES

To the Members of
Hong Kong Society of Accountants

(Incorporated in Hong Kong under the Professional Accountants Ordinance)

We have audited the financial statements on pages 91 to 120
which have been prepared in accordance with accounting
principles generally accepted in Hong Kong.

Respective Responsibilities of the Council and
Auditors

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

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

Basis of Opinion

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

Opinion

In our opinion the financial statements give a true and fair
view of the state of affairs of the Group and of the Society as
at 30 June 2003 and of the surplus and cash flows of the
Group and of the Society for the year then ended.

WONG Brothers & Co.
Certified Public Accountants

Hong Kong, 7 October 2003
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Income Statements

For the year ended 30 June 2003
BE_TZ=F A=1THILFE

Group Society
== N

2003 2002 2003 2002

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

Kz FET FET FET FHET

Subscriptions and Fees & &1 & 3 73,852 70,780 69,696 66,382

Other revenue E A 4 53,687 29,105 48,074 23,243

Operating expenses &7 i1 5 (117,853) (98,059)  (109,015) (89,323)

Gain on disposal of property H&EEFTEH S 6 = = = 6,854

Surplus before Tax BATZE & 7 9,686 1,826 8,755 7,156

Tax I8 8 (1,581) (317) (1,421) (292)

Surplus after tax

transferred to General Fund

BAERESZBREAK 13 8,105 1,509 7,334 6,864
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As at 30 June 2003
—EE=FA=+H

Group Society
&= N
2003 2002 2003 2002
Note HK$'000 HK$'000 HK$'000 HK$'000
HifaE FET FAT FET FEr
Non-current Assets ERBEE
Property and equipment 15 9 95,989 99,414 90,337 93,659
Investment in subsidiaries #IFiE#H#EHIIRE 10 — — — —
Deferred tax assets IEIEFIIAE &= 11 1,648 1,205 1,648 1,205
97,637 100,619 91,985 94,864
Current Assets REEE
Inventories & 745 958 485 603
Accounts receivables JEWIR X 3,574 3,308 3,862 3,121
Deposits and prepayments &4 FT8 ({58 2,157 4,710 2,052 4,487
Cash and bank balances 84 F15R17 4517 12 59,487 37,008 57,285 36,165
65,963 45,984 63,684 44,376
Current Liabilities REIAE
Bank overdraft, secured AEIRRITE L — (439) — —
Subscriptions and fees received in advance
Al e ERKE (40,389) (42,329) (38,718) (40,528)
Accounts payable and accruals FEf IR Z A FERT 2 A (18,282) (16,746) (16,814) (14,788)
Current tax liabilities 2B E (3,222) (1,198) (2,125) (261)
(61,893) (60,712) (57,657) (55,577)
Net Current Assets/(Liabilities) REBIEE /(BfE)F5E 4,070 (14,728) 6,027 (11,201)
101,707 85,891 98,012 83,663
Funds E&
General fund EBEES 13 B5I5/k 47,406 54,703 47,369
Capital fund BARS 13 46,196 38,485 43,309 36,294
101,707 85,891 98,012 83,663
Approved by the Council on 7 October 2003
RZZEZE=F+AtHHEZSHI
David Tak-kei SUN FHEE Wilson FUNG /F#%(&
President Chairman, Administration and Finance Committee
B TRRIBZESFE




Cash Flow Statememts

For the year ended 30 June 2003
HEZZT = A=THIFE

Group Society
== A -
2003 2002 2003 2002
Note HK$'000 HK$'000 HK$'000 HK$'000
et FEx T FET THT
Operating Activities & E5EE
Surplus before tax #ipl& &R 7 9,686 1,826 8,755 7,156
Loss on disposal of equipment H & & 2 E518 23 117 23 45
Gain on disposal of property HE¥% 2 Yz = — = (6,854)
Depreciation & 5,239 5,580 4,763 5,021
Decrease in inventories 17 &4 213 72 118 181
Increase in accounts receivables fEUIRFIE AN (266) (454) (741) (436)
(Increase)/decrease in deposits and prepayments
R MBRFIEGE M), D 2,553 (3,573) 2,435 (3,358)
Increase/(decrease) in subscriptions
and fees received in advance
Hke Bk EEN, (Rd) (1,940) 8,451 (1,810) 8,266
Increase/(decrease) in accounts payable and accruals
FERIRFAIERT B AL i, Ol ) 1,536 292 2,026 (298)
Tax paid EfI#E = (516) — (516)
Net Cash from Operating Activities
EETDRERAFE 17,044 11,795 15,569 9,207
Investing Activities & EE
Purchase of property and equipment B8 A )2 F0:& 1 (1,844) (2,929 (1,471) (1,363)
Proceeds from sale of equipment & H & #1578 7 8 7 8
Proceeds from sale of property & ¥ FT{S20E = = = 9,596
Net Cash from Investing Activities
RETHRERAFE (1,837) (2,921) (1,464) 8,241
Financing Activities & E &)
Capital levy received B WEAREHE 13 7,711 7,625 7,015 6,844
Net Increase in Cash and Cash Equivalents
RERERRSEEEMFH 22,918 16,499 21,120 24,292
Cash and cash equivalents at beginning of year
FONRERERRSIER 36,569 20,070 36,165 11,873
Cash and Cash Equivalents at End of Year
FRNRERERREEE 59,487 36,569 57,285 36,165
Cash and bank balances & &iRIT4F 12 59,487 37,008 57,285 36,165
Bank overdraft, secured B IHEITIE S = (439) = —
59,487 36,569 57,285 36,165
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For the year ended 30 June 2003
HEZZ=F X A=THILEFE

Group Society
B N
2003 2002 2003 2002
HK$'000 HK$'000 HK$'000 HK$'000
FET THT FER FET
At Beginning of Year as Previously Reported
BRI 2z FH&ER 84,686 75,711 82,458 68,909
Change in accounting policy with respect to the
provision for deferred tax (see item V of
Principal Accounting Policies)
EREIEER B R 2 25T BR
(REEGHBREVIE) 1,205 1,046 1,205 1,046
At Beginning of Year as Restated &5 2 F {48 85,891 76,757 83,663 69,955
Capital levy from members & 8 B REE 6,352 6,075 6,352 6,075
Capital levy from students B4 & A E 1,359 1,550 663 769
Net Gains Not Recognised in the
Income Statements
IR U R IR TR Z WA 8 7,711 7,625 7,015 6,844
Surplus after tax for the year FE 14 &gk 8,105 1,509 7,334 6,864
At End of Year F£# 101,707 85,891 98,012 83,663




Principal Accounting Policies

For the year ended 30 June 2003
HEZZT = A=THIFE

Basis of Preparation

The financial statements have been prepared under
the historical cost convention and in accordance with
Hong Kong Statements of Standard Accounting Practice
(SSAPs). The Group has adopted in advance for its 2003
financial statements the revised SSAP 12 "Income
Taxes" and SSAP 35 "Accounting for government grants
and disclosure of government assistance", which are
effective for financial statements covering accounting
periods commencing on or after 1 January 2003. The
effects of adopting SSAP 12 are summarised in the
statements of changes in general and capital funds (on
page 94) and further information is disclosed in
accounting policy V. The adoption of SSAP 35 does not
have any significant effect on the results or financial
position of the Group or Society.

The consolidated financial statements include the
financial statements of the Society and its subsidiary.
All material intercompany balances, transactions and
unrealised surpluses and deficits have been eliminated
on consolidation. A subsidiary is an entity over which
the Society has control, which is defined as the power
to govern the financial and operating policies of the
entity so as to obtain benefits from its activities. There
has been no goodwill or negative goodwill arising on
consolidation.
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Principal Accounting Policies £ E& 5t BlE
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Revenue Recognition
Annual subscription fees are recognised on a time
proportion basis.

First registration fees are recognised in the financial
year of receipt.

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

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

Commission received from affinity credit cards is
recognised on a periodical basis according to the terms
of the agreement.

Revenue from sale of publications and other sundry
items is recognised when the significant risks and
rewards of ownership of the goods are transferred to
the buyers and the Group retains no more effective
control over the goods.

Government Grants

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

Capital Levy

The capital levy is to finance the purchase and further
expansion of the Group's office premises and is
therefore taken directly to capital funds set up for that
purpose. The full amount of the capital levy received is
taken to the capital funds in the year of receipt.
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Tax
Income tax expense represents the sum of the tax
currently payable and deferred tax.

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

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

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

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

BiE
WEBFREX T E BREHRERERR
HAN

SRR ADREF R ERBEMAE -

R A BB FI T R A A 2
ERRRAENNKLER - HFRET
BREHRTEMNER - SEEBHE
A IR A B N R RY
GESIER

BREBEDREM B RERAHENEERR
EIREME - BE5TE RGN P 2 8
MEZ ZBEMt B2 BB AIKREBIR - 1%
BERBRABEHNE - BRRANELER
—REFERSETHRAERIE - M EN
Ero =R ANE SO AT 88 3R e SR Il £2
2B - A BB ARER QR
MBEE -

T 5% 28 ] 42 F) 158 [ 45 B BB A AR 50 B P EE AR A
ERGELEE - MARMEZRNA LKRE
TEEE - AARER SRR SETHRA
BfE-

BEBEBEENRAESFEEHETR
f 0 R A A BEAL R R SURE SRS KA R
EHAHNZEFEE - QIAMEEREER
FERERIR °




Principal Accounting Policies £ E& 5t BlE

l'flf'"u""' { i, |.|rmfess il Excellene

4L'|‘Ej,-"r

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

Deferred tax assets and liabilities are offset when they
relate to income taxes levied by the same taxation
authority and the Group intends to settle its current tax
assets and liabilities on a net basis.

The revised SSAP 12 requires deferred tax assets and
liabilities to be provided in full using the balance sheet
liability method. This represents a change in accounting
policy as in previous years the partial provision basis
under the income statement liability method was used.
This change in accounting policy has been accounted
for retrospectively. The figures for 2002 have been
restated to conform with the changed policy.

Pursuant to this revised accounting standard, the Group
and the Society recognised deferred tax assets of
HK$1,648,000 at 30 June 2003 and HK$1,205,000
at 30 June 2002. An amount of HK$443,000 of the
Group and the Society being the increase in deferred
tax assets for the year was credited to the income
statement as tax income, and the amounts of
HK$1,205,000 and HK$1,046,000 were credited to
the general fund of the Group and the Society at
1 July 2002 and 1 July 2001 respectively as prior year
adjustments (see note 13 for details).
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VIL.

Impairment of Assets

Internal and external sources of information are
reviewed at each balance sheet date to identify
indications that the tangible assets other than
inventories and investments in subsidiaries may be
impaired or an impairment loss previously recognised
no longer exists or may have decreased. If any such
indication exists, the asset's recoverable amount is
estimated. The recoverable amount of an asset is the
greater of its net selling price and value in use. An
impairment loss is recognised whenever the carrying
amount of an asset exceeds its recoverable amount.

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

Property and Equipment

Property and equipment are stated at cost less
accumulated depreciation. The cost of an asset
comprises its purchase price and any directly
attributable costs of bringing the asset to its present
working condition and location for its intended use.
Expenditure incurred after the assets have been put
into operation, such as repairs, maintenance and
overhaul costs, is normally charged to the income
statement in the period in which it is incurred. In
situations where it can be clearly demonstrated that
the expenditure has resulted in an increase in the future
benefits expected to be obtained from the use of the
assets, the expenditure is capitalised as an additional
cost to the assets. When assets are sold or retired,
their cost and accumulated depreciation are eliminated
from the accounts and any gain or loss resulting from
their disposal is included in the income statement.
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IX.

Principal Accounting Policies £ E& 5t BlE
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Property and equipment are depreciated at rates
sufficient to write off their costs over their estimated
useful lives using the straight-line method.

The annual depreciation rates adopted are as follows:

Long term leasehold land FHATH & +

Buildings £
Leasehold improvements ¥ % £ (&
Furniture, fixtures and equipment £  EE R

I ESE

REAERETESFRENE
WA A AR

AAETEMASERMT

Over the remaining term of the lease
5%

20%

20% —50%

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

PRAER 1,000/ 8 TTHE AR B HNUBFREARIIAZ L -

Inventories

Inventories, comprising publication and souvenirs held
for sale, are stated at the lower of cost determined on
a weighted average basis and net realisable value. Cost
includes direct costs of purchases and incidental costs
in bringing the inventories to their present location and
condition. Net realisable value is based on anticipated
selling price less all further costs to be incurred prior to
sale.

Foreign Currency Translation

Foreign currency transactions are translated into Hong
Kong dollars at the exchange rates ruling at the
transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated
into Hong Kong dollars at the market rates of
exchange ruling at the balance sheet date. All exchange
differences are dealt with in the income statement.
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XI.

Xil.

Related Parties

Two parties are considered to be related if one party
has the ability, directly or indirectly, to control the other
party or exercise significant influence over the other
party in making financial and operating decisions. Parties
are also considered to be related if they are subject to
common control or common significant influence.

Employee Benefits

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

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

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

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

Cash Equivalents

For the purpose of the cash flow statements, cash
equivalents represent short-term highly liquid
investments which are readily convertible to
known amounts of cash and which are subject to
an insignificant risk of changes in value.
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For the year ended 30 June 2003
HEZZ=F X A=THILFE

Segment Information

For management purposes, the Group is organised into
six operating divisions: Corporate Affairs, Professional and
Technical, Monitoring and Enforcement, Education and
Training, Administration, and Hong Kong Association
of Accounting Technicians (HKAAT). For the purpose of
these financial statements, the Corporate Affairs and the
Administration divisions are grouped as "membership,
corporate affairs and administration" because both of
them provide centralised operational activities to the
Society.

Corporate Affairs refers to record-keeping and registration
of professional accountants, firms of certified public
accountants or public accountants and corporate
practices, and the provision of services to members by
way of social functions, promotion and the publication of
the Society's journal.

Administration refers to management, sale of publications
and souvenirs and the indirect costs of providing general
support such as office management, financial, general
administration support services and HR management,
general IT expenses and development costs relating to
computer hardware, software, e-mail, websites and IT
systems and all unallocated expenses.

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

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

Education and Training refers to the development,
promotion and execution of continuing professional
development, services relating to the education, training
and examination of registered students, development
and implementation of the Society's professional
accreditation system, and its professional programme and
examinations.

Hong Kong Association of Accounting Technicians refers
to the Society's subsidiary which has its principal activities
as the promotion of the study of accountancy and the
accreditation of the "Accounting Technician" qualification
through conducting professional examinations.
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Notes to Financial Statements Bt % 3§ & Mf &

1. Segment Information (cont'd) 1. #BERE (@)
An analysis of the Group's results for the year, assets SEFEEEANEEACEERA GRS
and liabilities at the balance sheet date by business BEHEEHIT

segment is set out below:

Membership,
corporate  Professional ~ Monitoring Education
affairs and and and and
administration* technical ~ enforcement training HKAAT  Elimination  Consolidated
85 Aft X BEER HER BEBHE HiH &a
BERTH * Hile BT ] e
HK$'000 HK$'000 HK$'000 HK'000 HK'000 HK'000 HK'000
2003 FET Fhr Fhr FAT FiEx Fér Fh7
Subscriptions and fees @B E 69,696 - - - 4,156 - 73,852
Other revenue (note 4) ELHUA (B 4) 33,716 781 13577 5,613 - 53,687
Operating expenses (note 5) 2&x ! (fi3£5)  (67,307) (15,367) (10,575) (15,766) 9,226) 388 (117,853)
Surplus/(deficit) before tax 36,105 (14,586) (10,575) (2,189) 543 388 9,686
Hazs/ (B8)
Tax HE (1,421) - - - (160) - (1,581)
Surplus after tax f 14 &% 8,105
Non-current assets FETEI & & 91,985 = = = 19,159 (13,507) 97,637
Current assets fiEI A 63,684 = = = 3171 (892) 65,963
Current liabilities &) 2 & 57,667 = = = 5,128 (892) 61,893
Capital expenditure B4R % 1471 = = = 373 = 1,844
Depreciation 1T& 4763 = = = 864 (388) 5,239
2002

Subscriptions and fees 2 EFINE 66,382 = = = 4,398 = 70,780
Other revenue (note 4) Et4 A (Fizt4) 7,216 1,298 = 14,729 5,862 = 29,105
Operating expenses (note 5) €8x (FfiE5)  (45,354) (15,918) (9,728) 18,323) (8,625) (111) (98,059)
Gain on disposal of property HEME 2 Iz 6,854 = = = - (6,854) -
Surplus/(deficit) before tax 35,098 (14,620) (9,728) (3,594) 1,635 (6,965) 1,826

HaRs/ (B8)
Tax HE (292) - - - (25) - (317)
Surplus after tax {2 285 1,509
Non-current assets 3EEIEE 94,864 = = = 19,650 (13,895) 100,619
Current assets B EE 44,376 = = = 1,779 (171) 45,984
Current liabilities FEI & (& 55,577 = = = 5,306 (171) 60,712
Capital expenditure &G 1,363 = = = 11,626 9,960) 2,929
Depreciation 175 5,021 = = = 812 (253) 5,580

* includes revenue and operating expenses relating to the 16th World Congress of Accountants (note 2).

BRABME T NEERETAE ZUAREEL (fat2) -
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2. The 16th World Congress of Accountants 2. FTAREHASIHEAXE
The World Congress of Accountants has been held under B—NttFE  tAgHMASERE S
the sponsorship of the International Federation of fhEte ([Hel) XHT BRAFRT K-
Accountants (IFAC) every five years since 1977. The BRI ASEMeEREE R ASE T
Hong Kong Society of Accountants was chosen to be [Ett R EETRIRE EHEE - ERXASERZ
the host of the 16th World Congress of Accountants by EEF+—A+/\BEZ+—AREESH
IFAC Selection Committee. The Congress was held from BREROEIT c KEMWABRLETHERA
18-21 November 2002 at the Hong Kong Convention and DEERP [€8  AHBERITH] 5 -

Exhibition Centre. The revenue and operating expenses
relating to the Congress are included under membership,
corporate affairs and administration in the segment

information.
Group Society
= A=
2003 2002 2003 2002
HK$'000 HK$'000 HK$'000 HK$'000
F#ET FET FEiT FET
Revenue A 26,960 — 26,960 —
Operating expenses &iE 7 {H * (24,479) (1,545) (24,479) (1,545)
Net surplus /(deficit) before tax FiA1ZE:, (E518) 4 2,481 (1,545) 2,481 (1,545)

* The HKSAR Government granted a sum of HK$700,000 as a contribution towards the costs of HK$874,000 for making the necessary
security and accreditation arrangements for the official opening of the 16th World Congress of Accountants. The grant has been
deducted from the operating expenses for the year.

BB BB 700,000/87C © U EBIE TN EHREFAIA & FHELEHIRET R 517 1%:% LHEFT#69874,000 8 T EFH ° BB
EEREHFRESEL I -
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3. Subscriptions and Fees 3. EENWE
Group Society
£H N
2003 2002 2003 2002

HK$'000 HK$'000 HK$'000 HK$'000
FET TAT FET FHET

Annual subscription fees FEE &

Members & & 37,025 34,312 37,025 34,312

Practising certificates #l 2 E= 14,646 13,929 14,646 13,929

Students E4 8,630 9,026 4,943 5,335

Firms &5TAIE4H 7,983 7,797 7,983 7,797

Corporate practices H 25 E 1,610 1,366 1,610 1,366

WebTrust licence A& R E MR 29 32 29 32
First registration fees & Xt &

Members & & 2,031 2,155 2,031 2,155

Practising certificates $1 75 = 205 318 205 318

Students 24 769 989 200 282

Firms & &t 99 107 99 107

Corporate practices # 24 E 77 39 77 39

WebTrust licence #2375 MR 120 32 120 32
Member practices' changes in particulars

MEEBPTSEEE AR 275 213 275 213
Advancement to fellowship

HERREREE 296 259 296 259
Assessment fee for overseas students

LB REBFEINE 157 206 157 206

73,852 70,780 69,696 66,382




Other Revenue

4. HigA

Group Society
£E N
2003 2002 2003 2002
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
Income from seminars, courses and other activities (note 2)

arg  REMEMESEA (HEE2) 35,774 11,700 35,423 11,493
Income from examinations & & iz & 14,926 14,731 11,102 10,306
Sales of goods HE &M 1,699 1,640 525 725
Income from advertisements placed in the journals

EHESBA 662 480 400 247
Interest income

FBHA 626 554 624 472

53,687 29,105 48,074 23,243
Operating Expenses 5, EEXH
Group Society
%8 AR
2003 2002 2003 2002
HK$'000 HK$'000 HK$'000 HK$'000
FHETT T&T FHET T&T
Employment costs (note 14) lE AN (FifzE 14) 51,243 49,403 48,986 47,060
Seminars, courses and other activities (note 2)

Wae « REMEMES (Fi2) 29,695 8,634 29,391 8,461
Examinations Z &1 8,559 8,477 6,468 6,522
Cost of goods sold HHEE T A 1,026 1,028 361 474
Publication of journals HARE T 5,034 3,822 4,674 3,457
Postages, printing and stationery Z{4 + ENfIFISC A 4,707 9,167 4,158 8,694
Depreciation T8 5,239 5,580 4,763 5,021
Communications and public relations &A1 HEE & 3,529 2,843 3,018 1,920
Building related expenses EF #8735 52 1,950 2,068 1,660 1,879
Legal and professional fees A2 ME % E A 1,063 1,780 952 1,687
Bank interest $R77F 8 39 7 = 4
Security costs, net of government grant (note 2)

EHNRBNEcREER (M 2) 174 — 174 —
Other general administration and office expenses

HA —RRITBONHE F B2 B X 5,595 5,250 4,410 4,144

117,853 98,059 109,015 89,323
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6. Gain on Disposal of Property
In January 2002, a portion of the 17th floor of Fortis Bank
Tower with a gross area of 3,550 sq.ft., and a carparking
space of the Society were sold to the HKAAT at a price

i EMR Rl =

RER-BE_F—F  REEGEEMT
fEEE BELEBRAE 17 2REEE
3,550 ¥ RMBAEAUR —AEQE T

ERBERHARE  EAUEREIR
9,596,000 /& 7T °

based on a professional valuation for a net sale proceeds
of HK$9,596,000.

7. Surplus before Tax 7. BimiReR
Group Society
&= N
2003 2002 2003 2002
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
Surplus before tax is stated after &t A &2 :
Charging 230
Employment costs (note14) @ 8 (FizE 14) 51,243 49,403 48,986 47,060
Audit and other fees ZE R E M % 138 138 117 117
Depreciation #TE 5,239 5,580 4,763 5,021
Net (surplus)/deficit for the 16th World Congress of
Accountants (note 2)
FHREERSHAS (Rt BIRFE (HiE2)  (2,481) 1,545 (2,481) 1,545
Donations to HKSA Trust Fund (note 15)
BRTAgEFRES (15 15) — 172 — 172
Costs of development of
examination syllabus and course materials for
professional programme
REERRHETZ S AMLREM R 1,797 1,350 1,797 1,350
Loss on disposal of equipment
HERBZER 23 117 23 45




8. Tax 8. HIE
Group Society
£E N
2003 2002 2003 2002
HK$'000 HK$'000 HK$'000 HK$'000
FHET T#T FHET T
Current Tax =EHHIE
Provision for Hong Kong profits
tax for the year NFE BB EH B 2,024 465 1,864 440
Under-provision in respect of previous year
FFEERETR — 11 — 11
2,024 476 1,864 451
Deferred Tax EZERE
Deferred tax income relating to the origination
and reversal of temporary differences
EHES KB TR EENRTEN AR (330) (159) (330) (159)
Deferred tax income resulting from increase in tax rate
B - PPTE 4 RRE R A (113) — (113) —
(443) (159) (443) (159)
Tax expenses FiIES 1,581 317 1,421 292

Hong Kong profits tax is provided at 17.5% (Year 2002: 16%) on the estimated assessable income for the year.

BAMERDEAFEGERBTBMANRE176% (ZFTF_F :16%) tEEHE -
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8. Tax (cont'd) 8. HilHE ()
The charge for the year can be reconciled to the surplus AEERBEKZIRIREGEIRDT
per the income statements as follows:

Group Society
£F N
2003 2002 2003 2002

HK$'000  HK$'000  HK$'000 HK$'000
TET THIT TET FHAIT

Surplus before tax FiATZE SR 9,686 1,826 8,755 7,156

Tax at the applicable rate of 17.5% (2002:16%)

BEARZE175% (ZTT-F 1 16%) stEZHA 1,695 292 1,532 1,145
Tax effect of expenses that are not deductible in

determining taxable profit

SHHERTUR NS N AENRE X R B2 201 500 111 308
Tax effect on income that is not assessable in

determining taxable profit

AT E EARTOR T B s R B 2 2 (202) (486) (109) (1,172)
Effect on opening deferred taxes of increase in tax rate
B AR IER 8 (113) — (113) —
Under-provision for taxation in respect of previous year
FFEEHRIBRETR — 1 — 1"
Tax expenses FIAL H 1,581 317 1,421 292
The HKAAT has lodged a claim with the Inland Revenue Department EREECTERELRECHESEN)
for exemption from the Hong Kong profits tax under Section 24(2) of FE QRSB REEANER - B AR
the Inland Revenue Ordinance. However, since the result of such a BREELEE o [ o A IR E AN AL AT

claim is still not known, it is appropriate to continue making provision

< 3R [¢) —EFF - :
for Hong Kong profits tax at 17.5% (Year 2002: 16%) on its estimated ERBLABE 17.5% (—FF %

assessable income for the year. If the claim is successful, the 16%) FIEEBRGTEME - MEBFEHL -
aggregate amount of tax provision of HK$1,097,000 included under Qe EERER IRPNEERE] P&
the "Current tax liabilities” in the Consolidated Balance Sheet will not #£ 1,097,000 7 T B R TE B H5 A T HUEH o
be required.




9. Property and Equipment

9. MEIRE

Leasehold Furniture,
land and Leasehold fixtures and
buildings improvements  equipment Total
HE LT B #EB
kEF ML B =
HK$'000 HK$'000 HK$'000 HK$'000
Group &8 FET FET FET FET
Cost A7
At 1July 2002 R=ZZE—F+H—H 105,170 7,686 10,247 123,103
Additions ARNE = 113 1,731 1,844
Disposals & = = (258) (258)
At 30 June 2003 R—ZEZE=FNA=1H 105,170 7,799 11,720 124,689
Accumulated depreciation 2BINE
At 1 July 2002 R=EE—FtH—H 10,390 5,214 8,085 23,689
Charge for the year AFEHE 2,155 1,486 1,698 5,239
Disposals & = = (228) (228)
At 30 June 2003 R —ZEZE=FXA=1H (12,545) (6,700) (9,455) (28,700)
Net book value IREFE
At 30 June 2008 R=ZEZE=F ~A=1H 92,625 1,099 2,265 95,989
At 30 June 2002 R=ZTZE=F XA =1H 94,780 2,472 2,162 99,414
Society A&
Cost 7
At 1July 2002 R=EZE=_F+HF—H 98,364 6,325 9,034 113,723
Additions A E = _— 1,471 1,471
Disposals & — — (258) (258)
At 30 June 2003 R=ZEZ=F ,NA=+H 98,364 6,325 10,247 114,936
Accumulated depreciation ERIE
At 1 July 2002 A=EZ—F+H—H 8,014 4,941 7,109 20,064
Charge for the year AFEITE 2,122 1,197 1,444 4,763
Disposals & — = (228) (228)
At 30 June 2003 R=EE=FA=1H (10,136) (6,138) (8,325) (24,599)
Net book value TREFE
At 30 June 2003 A=ZZE=F/XA=+H 88,228 187 1,922 90,337
At 30 June 2002 A= —F/XA=+H 90,350 1,384 1,925 93,659
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9. Property and Equipment (cont'd)
(a) The Group's leasehold land and buildings, which are
held on long term leases, comprise:

(i) 4th floor and Room 803 on the 8th floor of Tower
Two, Lippo Centre located at 89 Queensway,
Hong Kong with a total gross floor area of
17,690 sq.ft.;

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

(b) At 30 June 2003, the leasehold land and
buildings at the 4th floor of Tower Two, Lippo
Centre and part of the 17th floor of Fortis Bank
Tower (3,550 sq.ft.) were charged as securities
for bank overdraft facilities granted to the Group.

At the balance sheet date, internal and external
sources of information were reviewed by the
Council to assess whether there was any indication
that the Group's leasehold land and buildings had suffered
an impairment loss. Based on the results of the
assessment, the Council considered that the value in use
of the land and buildings exceeded its carrying value and
no provision for impairment loss was required.

9.

MEMRE (
(a) EERHES iﬂ&ﬁ%ﬁ%ﬁ%ﬁ@%
BB

() BESEESIHHNERL_REN
B2EN\ES03E  MAELMB
17,690 FH IR ;

(i) BEEBHFESTITETTE799REL
BERAE17TERE  BEEmE
6,050 FHR : RZAEH—E
BAT o

b) R=—ZE=F A=1+H £EEHN
EFLENERENEBAE171E
5 (3,650 FHR) MHE L RIE
FRIEEBMERITEEEMIER -

BEenEE AEHREMINEER - WY
AEENHEEL W RETE T RERBRD
% RIETIEAER BEEERATHRET
MEREESREREE - RERELRE
EiERE -
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10. Investment in Subsidiary 10. ¥MBHENIEE
The subsidiary of the Society is the Hong Kong NENMBREEAEXSHERE T
Association of Accounting Technicians, which is a BEERE (AFMEH) M HERER
company incorporated in Hong Kong under the NE - EEEESREE S EME KB
Companies Ordinance with limited liability by guarantee. BERELARR [BEXEE] B -

Its principal activities are the promotion of the study of
accountancy and the accreditation of the "Accounting
Technician" qualification through conducting professional
examinations.

11. Deferred Tax Assets 1. BERIEEE
(a) Movements in deferred tax assets comprise: @ EERBEEZSH BRI :
Group Society
35 N
2003 2002 2003 2002

HK$'000 HK$'000  HK$'000 HK$'000
TET TBT FET TET

At 1 July AEA—H 1,205 1,046 1,205 1,046
Transfer from the income statement U IR 443 159 443 159
At 30 June WNA=+H 1,648 1,205 1,648 1,205
(b) Major components of deferred tax assets are (b) IBAEFHIBEEEFEH DT ¢
set out below:
Group Society
£E N
2003 2002 2003 2002

HK$'000 HK$'000  HK$'000 HK$'000
FHET TAT FET THET

Tax effects of LA NEIEHHEFE
Accounting depreciation in excess of tax allowance

BEANBRERRNETITE 674 450 674 450
Provision for ex-gratia payments to

long service staff and unused annual leave

MY EHRBEBENERE IRAFEBREE 974 755 974 755
1,648 1,205 1,648 1,205
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12. Cash and Bank Balances 12. IREFRITERE
Group Society
£E N

2003 2002 2003 2002
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
Fixed deposits JEHI7F5 55,231 31,761 55,231 31,761
Savings accounts f#&F 0 1,877 4,865 1,541 4,035
Current accounts £ F 0 2,351 346 494 341
Cash in hand #58H & 28 36 19 28
59,487 37,008 57,285 36,165

Fixed deposits are deposits with maturity dates of three months or less from dates of deposit.

EHF I E B BsT =8 A s AR AR IF 3K ©
13. General and Capital Funds 13. FEESNEXES
Group Society
£ N
General Capital General Capital
Fund Funds Total Fund Fund Total
rEEe AfES & %EEE ARER 43

HK$'000  HK$'000 HK'000 HK'000 HK'000 HK'000
2003 FHET FHET TET TET TFET FHET

At beginning of year as previously reported 46,201 38,485 84,686 46,164 36,294 82,458
RIEAZ B F 4R

Change in accounting policy with respect
to the provision for deferred tax

B RHIRER IR S 2 SR TR 1,205 = 1,205 1,205 — 1,205
At beginning of year as restated

FAERRES 47,406 38,485 85,891 47,369 36,294 83,663
Capital levy from members

REEEMERYE = 6,352 6,352 — 6,352 6,352
Capital levy from students

REEENEREHE = 1,359 1,359 = 663 663
Surplus after tax for the year FE 14 &% 8,105 — 8,105 7,334 — 7,334
At end of year F 4R 55,511 46,196 101,707 54,703 43,309 98,012




13. General and Capital Funds (cont'd) 13. TEESTNELXES (8)
Group Society
£H T
General Capital General Capital
Fund Funds Total Fund Fund Total
HK$'000 HK$'000 HK'000 HK'000 HK'000 HK'000
2002 FET FEL FET FET FBT FET
At beginning of year as previously reported
R EA 2 eV F 145 ER 44,851 30,860 75,711 39,459 29,450 68,909
Change in accounting policy with respect
to the provision for deferred tax
PR IR A« @FTHR 1,046 = 1,046 1,046 = 1,046
At beginning of year as restated
FHEEERET] 45,897 30,860 76,757 40,505 29,450 69,955
Capital levy from members
KEGENEREE = 6,075 6,075 = 6,075 6,075
Capital levy from students
REEENEREE i 1,550 1,550 = 769 769
Surplus after tax for the year
FEB B 1,509 = 1,509 6,864 = 6,864
At end of year FAR 4R 47,406 38,485 85,891 47,369 36,294 83,663
The Group has two capital funds: EEREMEELAES
(@) The capital fund of the Society represents a capital (a) AEMBAESTIRELEMEBAR

levy from its members and students for the
purpose of covering the finance for the purchase
of the existing office premises on the 4th floor and
Room 803 of Tower Two, Lippo Centre. The rates
of levy during the year were HK$300, HK$75 and
HK$50 (Year 2002: the same) from each member,
retired member and student respectively. The
capital fund will be allowed to be accumulated to
HK$98,364,000, being the total purchase value of
the said premises. The rates of levy will be decided
annually by the Council.

BABE  AUEHBEEBRRMR
NEFLZEMEZER 803 EH
MEEMEYE - FRAREELEE -
ERREEREBLERMHHED
#30087T © 758t k50ET (=8
TF : [AR) c BAES &S RE
% 98,364,000 7T - BRI ¥R 42
BEE EAEENSERESEEF

RTE e




ity | o

ifﬂ T " £1

Notes to Financial Statements Bt % 3§ & Mf &

(b) The capital fund of the HKAAT represents a capital () BAZXEEHERENELAESTIR
levy from its students to meet further improvement BEENEREE  AUE—PRE
and/or expansion of the HKAAT's office premises. R/ SETBEORBEMEDE -
The rate of levy during this year was HK$80 (Year REEBREENEHEE RS ABT
2002: the same) from each student. The rate of levy (ZZZT=F : @71 - EABENH
will be decided annually by the Board of HKAAT. FRREREGHERE -

14. Employment Costs 14. EERE
Group Society
55 N
2003 2002 2003 2002
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET F#ET

Salaries, wages and allowances ¥ ~ TEFEE, 46,886 45,348 44,805 43,238

Provident fund contributions ATE& Ik 3,470 3,393 3,333 3,255

Ex-gratia payment to long-service staff

RPRBBERES 399 298 385 262

Provision for unused annual leave

KAFREE 488 364 463 305
51,243 49,403 48,986 47,060
Number of staff {E 8 AZK
At beginning of year F4]] 111 99 100 89
At end of year F4% 116 111 104 100
15. Related Party Transactions 15. FAEALRS
During the year, the Group had the following material SEFRNEBEATET I EARSAT ¢

transactions with its related parties:

2003 2002

HK$'000 HK$'000

FER F#ET

Members of the Society's Council EI 2 E&K BETZHEALTRS 4,133 1,625
Donations to HKSA Trust Fund 85X F BRI AR ErES — 172




(@)

Members of the HKSA Council

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

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

(i)

(ii)

(iii)

(iv)

An amount of HK$1,250,000 (Year 2002:
HK$889,000) paid to Deloitte Touche
Tohmatsu pursuant to contracts awarded for
development of the Society's professional
programme;

A settlement of HK$2,397,000 (Year 2002: Nil)
received from Deloitte Touche Tohmatsu for
recovery of legal costs of a disciplinary
proceeding;

An amount of HK$340,000 (Year 2002:
HK$468,000) paid to PricewaterhouseCoopers
for various services provided to the Society
such as giving lectures and providing venues
for authorised supervisor workshop;

An amount of HK$96,000 (Year 2002:
HK$268,000) paid to Arthur Andersen & Co.
for providing venues for the Society's
qualification programme workshops; and

An amount of HK$50,000 (Year 2002: Nil)
paid to KPMG for development of Hong Kong
GAAP XBRL Taxonomy project.

| >

SEER

SHEEEKE
RN EMERETASHESE
A B A EBUER & BB -

SHEERELEBEA

TRETZEARSIT (RERA
FEEPZRAMGENRES
FRIM

(ii)

(iii)

(iv)

ANEREEEEH e BEMRS S
RBATET WT%‘%E“@*%%%&E@
BH - AEE e BER S SETAD
1732141,250,000 T (—ZEE—
4 : 889,000 B7T)

RER—REERMNEEZER
g e Eﬁ%fﬂ%ﬁ STRH 7T U ER
2,397,000 L(—TZ —4F : &) -

NEMAZE KBS B
154340,000/8 7T (Z T4 :

468,000/87T) ' tERZEEF A
Z\\%\%E'f \ﬂ%ﬁ%ﬂ]wu ﬁk-’%ﬁﬂ%ﬂ_{
S EREHI NS

NERLERFERRZN 96,000
JT(ZZZT 4 : 268,00087T) °
EBZ AR ABAEREEEERR
R BRATABHOMS : &

ANEMESHSFTANSHAZA
50,000/ 87 (ZEZ_F : |&) -
EREREBAREFTRAIXBRL
DEHIERFEINLE o
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(b)  The HKSA Trust Fund is established under a trust
deed for the purpose of relieving members of the
Society in need. The Trustees comprise the
Society's President, the immediate Past President
and the Chairman of the Administration and Finance
Committee. Donations to the Trust Fund are made
at the discretion of the Society's Council on the
recommendation of the Trustees.

Included in "Accounts payable and accruals" was
an amount of HK$1,277,000 (Year 2002: HK$1,235,000)
held in trust for the trustees of The HKSA Trust Fund.
The amount is unsecured, interest-free and payable
on demand.

In addition, in the normal course of operations, the Group
paid honoraria to recipients, some of whom are Council
members or parties related to Council members, for
various services provided to the Group such as giving
lectures and providing venues for training courses,
marking of examination scripts, contributing articles to
the Group's publications and reviewing of listed
companies' annual reports. The total amount paid to
Council members or parties related to Council members
in this relation was not material (Year 2002: same).

IESP -

ARG AREREESIRE—ND
ERERAMKIL - SEMDHEFEK
RNEER mrggk - LEERM
TBEMBEZEGTFRERTA -
AEREEMEFRRAEHAEES
SEZEXAANEBEREBE

RIE e

[ERNIRAMEGTER] HFh—
£ 1,277,0008x (ZEZF_F:
1,235,000 7T) KRB AEFE A AR
SR ASETESTTAREN
HIB o ZEFURVWELIF - TETFI8 -
BRNBAEREE -

SEN B HHEP R NBEARE

FENEREAEATEANATIMAK
B (EREEFTERSRE - AR
IR R EUAH - HEREE - Moty
HREEH LMARGHSE - ZFAAEE
FE B RARBEA L NOFBELETA
(ZFT=F : [al) -




16.

17.

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

16. KiE
EEMASREEH AT AE :

2003 2002
HK$'000 HK$'000
FHET T
Contracted but not provided for 2 5] #4118 KB4
Expenditure for the development of a membership management system and
customer relationship management system for the Society's database
RABHNENERZEGEERZARREPBREEZRNAX 840 —
Expenditure for giving lectures, providing venues and course materials for
PRC workshops
BRTREBMBENER B IREHM SR 1,107 —
Expenditure for the development of examination syllabus and
course materials for the Society's professional programme
NERERREZARNALRIZZIMEUEER 448 1,590
Expenditure for conference management fee, foods and beverage, venues,
lighting, sound and stage setting, visual effect and Gala event for the
16th World Congress of Accountants
FTREHRSTMRGENE - B Hih - B - FERGR
BEYRNE B FR — 3,419
2,395 5,009
Litigations 17. sl

The Society is involved in litigation with certain
members arising in the ordinary course of business.
Having reviewed outstanding cases and taking into
account legal advice received, the Council is of the opinion
that no provision is required for the litigation. The total
amount of legal costs cannot be determined at this
stage. Legal costs are taken to the income statement as
incurred. If the outcome of the litigation is successful,
the Society will likely recover most of the legal costs and
the amount will be credited to income when the judgment
is reached.
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Notes to Financial Statements Bt % 3§ & Mf &
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Events after the Balance Sheet Date
Subsequent to 30 June 2003, the Society has entered
into a lease agreement for an office premises on the 12th
floor of Tower Two, Lippo Centre located at 89
Queensway, Hong Kong for a term of 3 years with a 3
years renewal option. In addition, the Society has signed
a contract for the fitting out of the office premises on the
12th floor and for the renovation of a part of the office
premises on the 4th floor of Lippo Centre at a total tender
sum of HK$1.4 million.

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

Amendments have been made to report “change in
accounting policy with respect to the provision for
deferred tax" in the "Statement of Changes in General
and Capital Funds" as required by SSAP 12.
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