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Treasurer’s Report T E#HRE

Report of the Treasurer to the Council on the Group’s Financial
Statements for the Financial Year from 1 July 2009 to 30
June 2010

Overview

During the year, the Institute made significant progress in the implementation of the
Strategic Plan 2009-12 and Beyond. With the setting up of a graduate school and
the recruitment of its first batch of research postgraduate students, the launching
of two new non-education degree programmes, and the establishment of the fifth
Institute-level research centre, the Institute was becoming an education-focused
but multidisciplinary University.

As planned, the Institute continued to make use of its General and Development
Reserve Fund (“GDRF”) to support such upgrading and changes. With concerted
efforts from all members of the management team, the Institute had contained
its expenditure with care and prudence, resulting in a reduction of the total
expenditure when compared to 2008/09. Net funding deficit was significantly
reduced from $129 million in 2008/09 to $62 million in 2009/10.

Academic Programmes and Student Numbers

The two non-education degree programmes, namely Bachelor of Arts (Honours)
in Language Studies and Bachelor of Social Science (Honours) in Global and
Environmental Studies were successfully validated by the Hong Kong Council for
Accreditation of Academic and Vocational Qualifications (“HKCAAVQ”) and were
launched in 2010/11. The first intake cohort has started their exciting learning
journey at the Institute this new academic year. Another non-education degree
programme, Bachelor of Arts (Honours) in Creative Arts & Culture, has also been
successfully validated by the HKCAAVQ and will be launched in 2011/12. As for
the research postgraduate (“RPg”) places, the first cohort had enrolled in the
Institute’s RPg programmes in June 2010, and we are now recruiting the second
cohort. On the other hand, a self-funded top-up Bachelor of Health Education
(Honours) programme was also launched in September 2010.

The total UGC-funded students in Full-Time Equivalent (“FTE”) terms studying
at the Institute as at June 2010 increased by about 7.7% from 2008/09 to
4,597 FTE students in 2009/10. The increase mainly came from undergraduate
programmes, of about 10.9% to 3,153 FTE students. Regarding the student
intake at postgraduate level, there was an increase of about 4.4% to 528 FTE
students.
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Treasurer’s Report
A ERE

UGC-funded Student Enrolment Statistics for the Year 2007/08, 2008/09 and 2009/10
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Among the non UGC-funded programmes, the Master of Education continued TR ESEHNREF HEELIRRDNERIERN

to be the most popular programme with student enrolment of about 364 FTE KRR  RFAEERERO = AN THESERZ A

students. The Doctor of Education programme had 53 FTE students. BEMNZLE  HERIREMNABLENAR =25
A2 B I 2524 -

The HKIEd School of Continuing and Professional Education Limited (“SCPE”) BERVEERFEESEYEERARAR( [HEEE
continued to offer the Project Yi Jin Programmes (“PYJ”), with about 1,637 FTE HEL | VFNEBERISERRE RO —FT 8=+

students, and the Pre-Associate Degree Foundation Certificate Programmes (“Pre- +tEZERZAGZENEL  M_TTNE—ZFHE
AD”) and Associate Degree Programmes (“AD”) with about 393 FTE students in BHEAMBERERBESLIRIE  HH=ZALT=2F
2009/10. B2 B HISENEAE -

Income and Expenditure LON: S

The Group adopts the Hong Kong Financial Reporting Standards (“HKFRS”) NEBRMAEB SRS BHNE B HRE LR
issued by the Hong Kong Institute of Certified Public Accountants. For details of ( [BATEZERN] ) o BRULFTEI BRI EHBUR K
the changes in accounting policy in relation to the new standards, please refer to BES - EREANBRREMIERROME= -

Note 2 of the Consolidated Financial Statements of the Institute.
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Income

There was a net increase in the UGC Block Grants of about $38 million and a
decrease in the UGC Earmarked Grants of about $9 million. The increase in UGC
Block Grants was mainly due to increased student enrolment and capital works,
whilst the decrease in UGC Earmarked Grants was mainly because there was no
receipt of Matching Grant during the period. In addition, with the growth in student
numbers, Tuition, Programmes and Other Fees of the Institute had increased by
$27 million. Since the financial tsunami in 2008, the Institute has been taking the
shelter under the Deposit Protection Scheme, which is guaranteed by the Hong
Kong Special Administrative Region Government’s Exchange Fund until the end of
2010, and has invested its fund in bank deposits with a diversity of banks. When
the global economy gradually stabilises, the Institute will revisit its investment
strategy and will make appropriate changes. Comparing with 2008/09, Interest
and Net Investment Income in 2009/10 decreased by about $11 million, and was
mainly due to the low interest rate environment.

At the subsidiary level, the SCPE had a total income of about $78.2 million in
2009/10, which was $9.7 million higher than that of 2008/09 and was mainly due
to growth in student numbers.

2009/10: $1,059 million $10.59% 2009/10
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Over the year, the Group’s non-UGC-funded income had steadily increased by
$23 million to about $281 million.
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UGC-funded and Non-UGC-funded Income for the Year 2006/07, 2007/08, 2008/09 and 2009/10
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Expenditure

The expenditure of the Group decreased by about $16 million as compared to last
year to a total of about $1,114 million in 2009/10. The expenditure at the Institute
reduced by $28 million while the expenditure of its subsidiaries increased by
about $8 million in 2009/10.

At the Institute, all of the expenditure categories had experienced decreases,
except the expenditures in Instruction and Research, and Other Academic
Services. The increase of about $8 million in Instruction and Research was
consistent with the Institute’s strategic resources allocation, which was to upgrade
the Institute’s academic and research profile. With regard to the increase of about
$2 million in Other Academic Services, more staff had been employed to support
the new research postgraduate programmes and non-education undergraduate
programmes, as well as the various preparation for the New Undergraduate
Programme under the “3+3+4"” Academic Structure.

On the other hand, various measures had been taken to contain the Institute’s
expenditure, and major savings totaling up to about $20 million had been achieved
from the reduction in expenses related to mass marketing and international
communication, and an unrealised gain on foreign currency translation.
Moreover, another reduction of $8 million in premises and related expenses was
achieved which was mainly attributable to the decrease in repair and maintenance
expenditure and minor works.

At the subsidiary level, the SCPE had a total expenditure of about $71.8 million in
2009/10 which was $7.1 million higher than 2008/09. The increase was mainly
due to increased course fees paid to PJY partners as a result from increased
number of PJY students, which was partially offset by a reduction in service and
management fees paid to the Institute.
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Expenditure 3z H

2009/10: $1,114 million $11.14¢& 200000 200809
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Superannuation Scheme

Membership of The Hong Kong Institute of Education Superannuation Scheme
(“Superannuation Scheme”) stood at 411 and the Superannuation Scheme had
total net assets of approximately $407 million as at 30 June 2010.

In addition, a total of 1,478 members of staff participated in the Mandatory
Provident Fund Scheme with an approximate total net asset value of $69 million
as at 30 June 2010.

Outlook

From “Education Plus” to “Powering Education”, the Institute takes one step
further to visualise the concept through actions. We will continue our investment
in building our capacity, making use of the Institute’s GDRF and other funds.
Nevertheless, through prudent financial planning, we envisage that a healthy
financial position will be maintained to meet the challenges of curriculum reform

in the next triennium.
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Seven years statistics of the Institute BEtFEHKTEFE

UGC-funded Student Numbers by Type of Education Sectors (in FTE)
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Independent Auditor’s Report & 37 #% kTR &

Independent Auditor’s Report to the Council of the Hong
Kong Institute of Education

We have audited the financial statements of The Hong Kong Institute of Education
(the “Institute”) set out on pages 10 to 60 which comprise the Consolidated and
Institute Balance Sheets as at 30 June 2010, and the Consolidated and Institute
Statements of Comprehensive Income, the Consolidated Statement of Changes in
Fund and the Consolidated Cash Flow Statement for the year then ended, and a

summary of significant accounting policies and other explanatory notes.

Council’s responsibility for the financial statements

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

are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on
our audit. This report is made solely to you, as a body, in accordance with Section
15 of The Hong Kong Institute of Education 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.

We conducted our audit in accordance with Hong Kong Standards on Auditing
issued by the HKICPA. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance as
to whether the financial statements are free from material misstatement.

The Hong Kong Institute of Education Financial Report 2009/2010
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Independent Auditor’s Report to the Council of the Hong
Kong Institute of Education (continued)

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor’s judgement, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant
to the entity’s preparation and true and fair presentation of the financial statements
in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting estimates
made by the Council, as well as evaluating the overall presentation of the financial

statements.

We believe that the audit evidence we have obtained is sufficient and appropriate

to provide a basis for our audit opinion.

Opinion
In our opinion, the consolidated financial statements give a true and fair view of

the state of affairs of the Institute and the Group as at 30 June 2010 and of their
deficits and cash flows for the year then ended in accordance with HKFRSs.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central,Hong Kong
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THE HONG KONG INSTITUTE OF EDUCATION FA#E 2k
(Expressed in Hong Kong dollars unless otherwise stated) (5 5B #B8F5) @ FTB < 8B A ENT)

Balance Sheet EE& &%

At 30 June 2010 —E—ZF,XA=+H

Group A5 H

2010 2009 2010 2009
Note $'000 $'000 $'000 $'000
b= BT T BT T BET T BT T
Non-current Assets FREBEE
Fixed assets BEEEE 4 2,046,119 2,067,728 2,041,531 2,063,589
Investments "E 5 1 1 1 1
Held-to-maturity investments BEZIMAKRE 7 41,447 17,573 41,447 17,573
Time deposits TEHTFIK 8 80,495 59,807 80,495 59,807
2,168,062 2,145,109 2,163,474 2,140,970
Current Assets REVEE
Held-to-maturity investments BEZREHAKRE 7 - 6,295 - 6,295
Accounts receivable, deposits FEUERIE « e &
and prepayments TEfIFRIA 9 39,116 34,437 38,178 35,537
Financial assets at fair value BAREBEGABR
through profit or loss HEREE 10 13,692 12,555 13,692 12,555
Time deposits TEHTER 8 518,028 730,687 517,941 729,499
Cash and cash equivalents HeRREEEY 11 384,908 286,345 346,076 254,848
955,744 1,070,319 915,887 1,038,734
Current Liabilities REAE
Accounts payable and accruals FESBRIA R FEET IR 12 158,944 177,377 151,697 172,229
Provision for employee benefits & Bt EE 13 63,262 52,746 60,129 50,745
Borrowings B3 14 1,373 1,333 1,373 1,333
Deferred income WA 15 222,977 219,598 222,716 217,719
446,556 451,054 435,915 442 026
Net Current Assets RBEEFRE 509,188 619,265 479,972 596,708
Total Assets less Current Liabilities HEERRBERE 2,677,250 2,764,374 2,643,446 2,737,678
Non-current Liabilities FREBAE
Provision for employee benefits 1B BB 13 8,655 16,925 8,591 16,288
Borrowings BX 14 2,870 4,243 2,870 4,243
11,525 21,168 11,461 20,531
Deferred capital funds EEEXES 16 2,043,684 2,066,522 2,039,893 2,063,185
Net Assets EEZFE 622,041 676,684 592,092 653,962
Funds s
Restricted funds BEEES 17 46,279 42,174 46,279 42,174
Other funds HEmES 18 575,762 634,510 545,813 611,788
Total Funds HEEHEE 622,041 676,684 592,092 653,962

Approved and authorised for issue by the Council on 24 September 2010. WEEW - —ZF h A — +W B #ERIFEER I RE

Mr PANG Yiu-kai, SBS, JP #B{ESLE @ BEHEE - K P+ Dr Eric LI Ka-cheung, GBS, JP ZER#{E+ - &X£HES - AFM+
Chairman of the Council RE& ¥ & Treasurer @&
Prof Anthony CHEUNG Bing-leung, GBS, JP RIFRE® - ©XHE%F - AF4tL Ms Sarah WONG Man-yee &R+
President R & Director of Finance 1% &R &

The notes on pages 14 to 60 form part of these consolidated financial statements. 1 P1ZE N+ B &I i+ B A 7 A B KR EZ L) — 5617 »
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THE HONG KONG INSTITUTE OF EDUCATION EA# B 2%
(Expressed in Hong Kong dollars unless otherwise stated) (5 S B #BHSN + BT & BB BELT)

Statements of Comprehensive Income ZHEWE*

For the year ended 30 June 2010 B2 = —ZFF - A=+THLFE

Income

Government subventions

Tuition, programmes and
other fees

Interest and net investment
income

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

Deficit from operations

Finance costs

Deficit and total
comprehensive income
for the year before transfers

Transfers (from)/to:
Restricted funds
Other funds

Note
libFs
KA
BUR K 19
2% . REMEAWE
20
B RFRE W
21
BRRIE 22
28 Al 755 23
HA
X 24
HE KK
EE£E
P REBHGRE
Hth SRR
HEXE
—MRITHRRER
W& REERX
24 Kk —REAE RS
EEBR
B A 26
BRISFEES
REEWSEE
HERE)ZE
BEES 17
HihE& 18

The notes on pages 14 to 60 form part of these consolidated financial statements.

FPENT RSN B A S BB IREA—H1

Group A~5%H
2010 2009 2010 2009
$'000 $'000 $'000 $'000
BETT BT BT BT T
685,511 653,191 656,558 628,964
299,449 265,245 227,841 200,357
14,251 25,626 14,215 25,266
27,228 25,436 26,917 25,013
24,746 25,759 29,885 30,962
8,066 9,823 12,531 17,409
1,059,251 1,005,080 967,947 927,971
649,403 629,495 567,831 559,461
45,346 46,539 45,346 46,539
66,323 68,463 66,323 68,463
52,326 50,414 52,326 50,414
69,957 91,232 69,426 90,849
180,286 186,170 178,363 184,465
50,096 57,304 50,045 57,153
1,113,737 1,129,617 1,029,660 1,057,344
(54,486) (124,537) (61,713) (129,373)
(157) (237) (157) (237)
(54,643) (124,774) (61,870) (129,610)
5,179 2,994 5,179 2,994
(59,822) (127,768) (67,049) (132,604)
(54,643) (124,774) (61,870) (129,610)

ERBHBEBRKR2009/201 0 BME



THE HONG KONG INSTITUTE OF EDUCATION FA#E 2k
(Expressed in Hong Kong dollars unless otherwise stated) (5 5B #B8F5) @ FTB < 8B A ENT)

Consolidated Statement of Changes in Funds #Z&E & 8%k

For the year ended 30 June 2010 BIZE=ZL—ZTFA=+HILFE

Restricted funds EE&E &

Balance at 1 July 2008

Endowment funds BAE &

The Joseph

Shun Hing Lau Luen Unspent

Matching Cheung's  Education Hung balance

Grant Family and Charity Lady vy Wu Tin Ka Ping  Charitable for

Funds Charity Fund Scholarship  Li & Fung  Foundation Trust research
e RE RE4EF #A20%5% Scholarships AR 22 Subtotal  KMHIZE  Sub-total
26 kS REEES ®Ep Flenge Hee KEES Pt EeEH at
$000 $000 $'000 $000 $'000 $000 $000 $000 $000 $000

BRETT B%TT BETR

R=ZE\¥tA—-H

BETT BETT BRTT BT BT B%Tr B%Tr

WER 3,096 5,187 6,073 4,013 - - 18,369 20,286 38,655
Transfer from/(to) statement & F / (£) 2EKEX 7 19 14 3,050 - 29% 2,994
of comprehensive income
Inter-fund transfer HemElk - - - - - 525 525
Balance at 30 June 2008 R-BZAEXA=TA
and at 1 July 2008 k=—ZTh&tA—H
&R 3,103 5091 6,092 4,027 3,050 - 21,363 20,811 42,174
Transfer from/(to) statement HEE /() 2EAKER 13 (10) 13 8 5,002 5,179 5,179
of comprehensive income
Inter-fund transfer HemeEik 7,235%* - - - - - 7,235 (8,309) (1,074)
Balance at 30 June 2009 R-Z2—-EB£XA=1H
&7 7,235 3,116 5,166 6,082 4,040 3,136 5,002 33,777 12,502 46,279

Other funds Eftt&E &

General and Matching Other
development Grant operation Donations
reserve fund Funds reserves and
—BREE gtk Hihdig benefactions Sub-total Total
fEEES i i BHRREY Nt ot
$'000 $'000 $'000 $'000 $'000 $'000
BETT BETT BETT BETT BETT BETR
Balance at 1 July 2008 R-ZENFtA—A
&7 480,511 69,281 157,372 55,639 762,803 801,458
Transfer from/(to) statement BEE /(R 2ENEX (178,758) 14,631 27,971 8,388 (127,768) (124,774)
of comprehensive income
Inter-fund transfer He ek (525) - = - (525) -
Balance at 30 June 2008 R-BZAEXA=TA
and at 1 July 2008 E-ZThELtA—HNER 301,228 83,912 185,343 64,027 634,510 676,684
Transfer from/(to) statement @G/ (F) 2ENER (86,049) (7,176) 22,696 10,707 (59,822)  (54,643)
of comprehensive income
Inter-fund transfer EEmEiR 8,309 (7,235) - - 1,074 -
Balance at 30 June 2009 R-ZE-Z£XA=1+H
i 223,488 69,501 208,039 74,734 575,762 622,041

** Amount includes $4,122K and $3,113K representing the matching grant funds raised from the Li & Fung Scholarships and the Tin Ka Ping Foundation, respectively.
BRI RES AR RESIERNIE RS  HRANE —+ B _FTHM=A—+—8=TT-°

The notes on pages 14 to 60 form part of these consolidated financial statements.
FFmENT BB B AR E R B HRERA 5517 -

The Hong Kong Institute of Education Financial Report 2009/2010



THE HONG KONG INSTITUTE OF EDUCATION EA# B 2%
(Expressed in Hong Kong dollars unless otherwise stated) (5 S B #BHSN + BT & BB BELT)

Consolidated Cash Flow Statement Z#EBE&/RFHR

For the year ended 30 June 2010 BZ=Z—ZFFSA=+HILFE

2009 2008
Note $'000 $'000
s+ BYET T BT T
Cash flows from operating activities EEITHNEESRE
Cash used in operations EEATARS 28(a) (91,649) (179,573)
Net cash used in operating activities EEEMARSEE (91,649) (179,573)
Cash flows from investing activities REZBHNESRE
Purchase of fixed assets BEETEE (63,147) (60,081)
Proceeds from disposal of fixed assets HEEEEEMERIE 28(b) - 132
Purchase of financial assets at fair value BERAR BB ABRD
through profit or loss CRAE - (4,355)
Purchase of held-to-maturity investments BARERIHARKE (23,691) (17,408)
Net descrease/(increase) in time deposit TE BT ROR S 1 (&) FEE 192,716 (79,056)
Redemption of financial assets at fair value fEER A BE ABZER
through profit or loss CREE 42 5,042
Redemption of held-to-maturity investments fELIFEREHARKRE 6,194 30,000
Interest received BEUAILE 19,514 28,226
Dividend received BB S 305 372
Net cash generated from/(used in) investing activities WEEBES / (FTR) ReFHE 131,933 (97,128)
Cash flows from financing activities BREIHNEESRE
Grants and donations received for RIGE EEBEFTKE
additions of fixed assets HEhE RIBK 59,779 57,937
Repayments of borrowings BEEXK (1,500) (1,500)
Net cash generated from financing activities REEBFAEIR S FRE 58,279 56,437
Net increase/(decrease) in cash and cash equivalents ReRBSEEYWNENM / (B )RE 98,563 (220,264)
Cash and cash equivalents at the FUMBEeREEEEY
beginning of the year 286,345 506,609
Cash and cash equivalents FRNESRRSZEY
at the end of the year 11 384,908 286,345

The notes on pages 14 to 60 form part of these consolidated financial statements.
FrmENT R T EA A ERe—&
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Notes to the Financial Statements Bf iR MzT

2.2

General information

The objects of the Hong Kong Institute of Education (“Institute”) and its
subsidiaries (the “Group”) are to provide teacher education and facilities
In addition, the
Group also plans, establishes and manages non-profit making schools or

for research into and the development of education.
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 Hong Kong dollars, unless otherwise stated. These consolidated
financial statements have been approved and authorised for issue by the
Council on 24 September 2010.

Summary of significant accounting policies

Statement of compliance

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

Basis of preparation of the financial statements

The consolidated financial statements for the year ended 30 June 2010
comprise the Institute and its subsidiaries (together referred to as the
“Group”).

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

The Hong Kong Institute of Education Financial Report 2009/2010
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2.2

2.3

2.4

Summary of significant accounting policies
(Continued)

Basis of preparation of the financial statements (Continued)

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

New Accounting Standards

The HKICPA has issued one new HKFRS, a number of amendments to
HKFRSs and new Interpretations that are first effective for the current
accounting period of the group. Of these, the following developments are
relevant to the Group’s financial statements:

e  HKAS 1 (revised 2007), Presentation of financial statements

e Amendments to HKFRS 7, Financial instruments: Disclosures —

Improving disclosures about financial instruments

As a result of the adoption of HKAS 1 (revised 2007), details of changes
in fund during the period arising from transactions with equity holders
in their capacity as such have been presented separately from all other
income and expenditure in a revised statement of changes in funds. All
other items of income and expenditure are presented in the statement
of comprehensive income. Corresponding amounts have been restated
to conform to the new presentation. This change in presentation has no
effect on reported surplus or deficit, total income and expenditure or net
assets for any period presented.

As a result of the adoption of the amendments to HKFRS 7, the financial
statements include expanded disclosures in note 3(d) about the fair value
measurement of the Group’s financial instruments, categorising these
fair value measurements into a three-level fair value hierarchy according
to the extent to which they are based on observable market data. The
Group has taken advantage of the transitional provisions set out in the
amendments to HKFRS 7, under which comparative information for the
newly required disclosures about the fair value measurements of financial
instruments has not been provided.

Subsidiaries

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

into account.
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24

2.5

2.6

Summary of significant accounting policies
(Continued)

Subsidiaries (Continued)

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

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

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

Foreign currency translation

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

losses are recognised in the statement of comprehensive income.

Non-monetary assets and liabilities that are measured in terms of
historical cost in a foreign currency are translated using the foreign
exchange rates ruling at the transaction dates. Non-monetary assets and
liabilities denominated in foreign currencies that are stated at fair value
are translated using the foreign exchange rates ruling at the dates the fair
value was determined.

Fixed assets

Fixed assets are stated at historical cost less accumulated depreciation
and accumulated impairment losses (see note 2.7).

The cost of a fixed asset comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition and
location for its intended use. Expenditure incurred after fixed assets have
been put into operation, such as repairs and maintenance, is normally
charged to the statement of comprehensive income in the period in which
it is incurred. In situations where it can be clearly demonstrated that
the expenditure resulted in an increase in the future economic benefits
expected to be obtained from the use of the fixed asset, the expenditure

is capitalised as an additional cost of that asset.

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

The Hong Kong Institute of Education Financial Report 2009/2010
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2

2.6

2.7

Summary of significant accounting policies
(Continued)

Fixed assets (Continued)

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

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

50 Years

31to 5 Years

- Buildings
- Fixtures and equipment

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

Impairment of Assets
(a) Impairment of Receivables

Impairment losses for bad and doubtful debts are measured as
the difference between the carrying amount of the financial asset
and the estimated future cash flows, discounted where the effect
of discounting is material.

(b) Impairment of Fixed Assets

Internal and external sources of information are reviewed at each
balance sheet date to gather indications that fixed assets may be
impaired or an impairment loss previously recognised no longer
exists or may have decreased. If any such indication exists, the
asset’s recoverable amount is estimated.

- Calculation of Recoverable Amount

The recoverable amount of an asset is the greater of its net
selling price and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a discount rate that reflects current market
assessments of time value of money and the risks specific
to the asset. Where an asset does not generate cash inflows
largely independent of those from other assets, the recoverable
amount is determined for the smallest group of assets that
generates cash inflows independently (i.e. a cash-generating
unit).
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Notes to the Financial Statements
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2

2.7

2.8

Summary of significant accounting policies
(Continued)

Impairment of Assets (Continued)

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

value less costs to sell, or value in use, if determinable.

- Reversals of Impairment Losses

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

Financial assets

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

and re-evaluates this designation at every reporting date.

Regular purchases and sales of financial assets are recognised on the
trade-date - the date on which the Group commits to purchase or sell the
asset. Investments are initially recognised at fair value plus transaction
costs for all financial assets not carried at fair value through profit or loss.
Financial assets carried at fair value through profit or loss are initially
recognised at fair value, and transaction costs are expensed in the
statement of comprehensive income. Financial assets are derecognised
when the rights to receive cash flows from the investments have expired
or have been transferred and the Group has transferred substantially all
risks and rewards of ownership.
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2 Summary of significant accounting policies 2
(Continued)

2.8 Financial assets (Continued) 2.8

(a)

(c)

Financial assets at fair value through profit or loss

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

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

is established.

Loans and receivables

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

Held-to-maturity investments

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

The Group assesses at each balance sheet date whether there is objective

evidence that a financial asset or a group of financial assets is impaired. If

there is objective evidence of an impairment loss on loans and receivables

or held-to-maturity investments carried at amortised cost, the amount

of the loss is measured as the difference between the asset’s carrying

amount and the present value of estimated future cash flows (excluding

future credit losses that have not been incurred) discounted at the

financial asset’s original effective interest rate. The amount of the loss is

recognised in the statement of comprehensive income.

Notes to the Financial Statements
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2

2.8

2.9

2.10

2.11

Summary of significant accounting policies
(Continued)

Financial assets (Continued)

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

Accounts and other receivables

Receivables are recognised initially at fair value and subsequently
measured at amortised cost using the effective interest method, less
provision for impairment. A provision for impairment of receivables is
established when there is objective evidence that the Group will not be
able to collect all amounts due according to the terms of the receivables.
The amount of the provision is the difference between the asset’s
carrying amount and the present value of estimated future cash flows,
discounted at the effective interest rate, unless the discounting effect is
insignificant. The carrying amount of the assets is reduced through the
use of an allowance account, and the amount of the loss is recognised
in the statement of comprehensive income. When a receivable is
uncollectible, it is written off against the allowance account. Subsequent
recoveries of amounts previously written off are credited to the statement

of comprehensive income.

Cash and cash equivalents

Cash and cash equivalents comprise cash in hand, deposits held at call
with banks and other short-term highly liquid investments that are readily
convertible into known amounts of cash and which are subject to an
insignificant risk of changes in value and their maturity dates are within
three months from the date of acquisition.

Accounts payable and accruals

Accounts payable and accruals are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest
method, unless the discounting effect is insignificant. They are classified
as current liabilities unless the Group has an unconditional right to defer
settlement of liability at least 12 months after the balance sheet date.
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2

2.12

2.13

Summary of significant accounting policies
(Continued)

Borrowings

Borrowings are recognised initially at fair value, net of directly attributable

transaction costs incurred.

Borrowings are subsequently stated at

amortised cost; any difference between the proceeds (net of transaction

costs) and the redemption value is recognised in the statement of

comprehensive income over the period of the borrowings using the

effective interest method.

Borrowings are classified into current and

non-current liabilities. 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.

Employee benefits

(a)

Employee leave entitlements

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

Employee entitlements to sick leave and maternity leave are not

recognised until the time of leave.

Superannuation scheme

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

Members of the Scheme contribute 5% of their basic monthly
salaries to the Scheme and benefits are paid to them on their
retirement or on leaving employment subject to certain conditions
as stipulated in the 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 scheme
(“MPF scheme”) in Hong Kong. The assets of the MPF scheme
Both the
Group and the employees are required to contribute 5% of the

are held in separate trustee-administered funds.

employees’ relevant income, subject to a maximum of $1,000
per employee per month. The Group’s contribution to the MPF
scheme is expensed as incurred.
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2

2.14

2.15

Summary of significant accounting policies
(Continued)

Provisions and contingent liabilities

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

Where it is not probable that an outflow of economic benefits will be
required, or the amount cannot be estimated reliably, the obligation is
disclosed as a contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations, whose existence
will only be confirmed by the occurrence or non-occurrence of one or
more future events, are also disclosed as contingent liabilities unless the

probability of outflow of economic benefits is remote.

Revenue recognition

Recurrent subventions and grants are recognised as income over the
periods necessary to match them with the related costs which they are
intended to compensate, on a systematic basis, based on the assumption
that the conditions of the recurrent subventions can be met.

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

used.

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

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

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.

The Hong Kong Institute of Education Financial Report 2009/2010
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2

2.15

2.16

2.17

Summary of significant accounting policies
(Continued)

Revenue recognition (Continued)

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

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

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

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

Operating leases

Leases in which a significant portion of the risks and rewards of ownership
are retained by the lessor are classified as operating leases. Payments
made under operating leases (net of any incentives received from the
lessor) are charged to the statement of comprehensive income on a
straight-line basis over the period of the lease, except where an alternative
basis is more representative of the pattern of benefits to be derived from
the leased asset. Leased incentives are recognised in the statement of
comprehensive income as an integral part of the aggregate net lease
payments made. Contingent rentals are charged to the statement of
comprehensive income in the accounting period in which they are

incurred.

Related parties

For the purposes of these financial statements, a party is considered to be
related to the Group if:

a) the party has the ability, directly or indirectly through one or more
intermediaries, to control the Group or exercise significant influence
over the Group in making financial and operating policy decisions, or
has joint control over the Group;

b) the Group and the party are subject to common control;

c) the party is a subsidiary, an associate of the Group or a joint venture
in which the Group is a partner;

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

BB BEL)
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2 Summary of significant accounting policies 2
(Continued)
2.17 Related parties (Continued) 217
e) the party is a close family member of a party referred to in (a) or is an
entity under the control, joint control or significant influence of such
individuals; or
f) the party is a post-employment benefit plan which is for the benefit of
employees of the Group or of any entity that is a related party of the
Close family members of an individual are those family members who
may be expected to influence, or be influenced by, that individual in their
dealings with the entity.
3 Financial risk and fund risk management 3
3.1 Financial risk factors 3.1

The Group’s activities expose it to a variety of financial risks: foreign

exchange risk, credit risk, liquidity risk and interest rate risk. The Group’s

overall risk management procedures focus on the unpredictability of

financial markets and seek to minimise potential adverse effects on the

Group’s financial performance.

(@

Market risk

(i) Foreign exchange risk

The Group conducts its operation in Hong Kong with its
transactions denominated in Hong Kong dollars. The Group
derives its operation income mainly in Hong Kong dollars.
The Group’s foreign currency exposures arise mainly from
and are substantially limited to, the exchange rate movements
between Hong Kong dollars and United States dollars because
most of the financial assets held under treasury investments
and cash balances which are subjected to foreign exchange
movements are denominated in United States dollars. Since
Hong Kong dollars are pegged to United States dollars under
the Linked Exchange Rate System, the foreign exchange
exposure between United States dollars and Hong Kong
dollars is therefore limited.

As at 30 June 2010, the financial assets held under treasury
investment are significant to the Group. However, as such
foreign exchange exposure does not have significant impact
to the Group, no sensitivity analysis is performed.

The Hong Kong Institute of Education Financial Report 2009/2010
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3 Financial risk and fund risk management (Continued) 3 HMERRRESEREER (&)

3.1 Financial risk factors (Continued) 31 HERBEz (8)

(a) Market risk (Continued) ()  WEREE (&)
(i) Foreign exchange risk (Continued) () SNERBE (&)

TRV AEE R HB R A E B
EWIAERERNEEERE
UHMBEHEREEXABREENE
KRR - BITEIR - BRARERE
AR

The following table details the Group’s and the Institute’s &
exposure at the balance sheet date to currency risk arising 5
from recognised assets or liabilities denominated in a
currency other than the functional currency of the entity to
which they relate. For presentation purposes, tha amounts of

the exposure are shown in Hong Kong dollars.

Group A5H

United States Australian Canadian Pound New Zealand
Dollars Dollars Dollars Sterling Dollars
E SERIT mexT B ¥PEET
$'000 $'000 $'000 $'000 $'000
Tt FiT Tt Tt Tt
2010 —g-%F

Held-to-maturity investments BEERHARKRE 41,447 = = = =
Time deposits EHTER 364,976 751 1,132 2,551 =
Cash and cash equivalents He kRS EEY 86,723 1,614 864 1,966 56
Accounts payable and accruals ~ FEHERFK K fEETE B (278) (315) (23) (30) -

Net exposure arising from ERREEMAEMELN
recognised assets and liabilities BB FYEF5E 492,868 2,050 1,973 4,487 56
United States Australian Canadian Pound New Zealand
Dollars Dollars Dollars Sterling Dollars
ET EIT mexx S PR
$'000 $'000 $'000 $'000 $'000
T FT T+t T Tt

2009 e

Held-to-maturity investments BEERMAKRE 23,868 - = = =
Time deposits TEHITER 368,154 2,843 1,533 3,022 630
Cash and cash equivalents HE MRS EEY 89,859 2,295 562 1,530 576
Accounts payable and accruals  FEfSBRFX R EFTEB (320) (190) = (16) =

Net exposure arising from ERREAEMN A EMEER
recognised assets and liabilities ~ EBRAYEF 5 481,561 4,948 2,095 4,536 1,206

ERBHBEBRR2009/201 0 B M E
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3 Financial risk and fund risk management (Continued) 3 HREBRESEREE (H)

3.1 Financial risk factors (Continued) 31 HERBEEZE (&)
(a) Market risk (Continued) (7)) WERE (&)
(i) Foreign exchange risk (Continued) (iy SMERE ()
Institute Bz :
United States Australian Canadian Pound New Zealand
Dollars Dollars Dollars Sterling Dollars
E SEIT mexr ESoY T
$'000 $'000 $'000 $'000 $'000
T T T T T
2010 —s-®x

Held-to-maturity investments HEZEMAKE 41,447 = = = -
Time deposits TE BRTEAR 364,976 751 1,132 2,551 -
Cash and cash equivalents ReRReEED 86,723 1,612 494 1,966 18
Accounts payable and accruals  FEfSBRFX X EFTIEE (278) (315) (23) (30) =

Net exposure arising from ERERAEMAFEMEED
recognised assets and liabilites — ERAYE R EE 492 868 2,048 1,603 4,487 18
United States Australian Canadian Pound New Zealand
Dollars Dollars Dollars Sterling Dollars
E SBIT mEXT HgE bAitl =
$'000 $'000 $'000 $'000 $'000
T T Fix T Tt

2009 —gEnE

Held-to-maturity investments REZDHAKRE 23,868 - - - -
Time deposits TE8TE R 368,154 2,843 1,109 3,022 =
Cash and cash equivalents ReRREEED 89,859 1,922 495 1,530 474
Accounts payable and accruals ~ FEfTERIX & &R B E (320) (190) - (16) -

Net exposure arising from ERREEMEERMEEDN
recognised assets and liabilities & BRAYEF58 481,561 4,575 1,604 4,536 474

The Hong Kong Institute of Education Financial Report 2009/2010
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3
3.1

Financial risk and fund risk management (Continued)

Financial risk factors (Continued)

(a)

Market risk (Continued)

(ii) Cash flow and fair value interest rate risk

The Group’s interest rate risk arises mainly from the interest-
bearing financial assets held under treasury investments,
which are reviewed on a regular basis in accordance with the
Group’s policies and guidelines.

Based on the simulations performed at 30 June 2010, if
interest rates on interest-bearing bank deposits had been
50 basis point higher or 25 basis point lower with all other
variables held constant, deficit for the year would have been
$406K (2009: $476K) lower or $10K (2009: $29K) higher, as
a result of higher/lower interest income on bank deposits.

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

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

(iii) Price risk

The Group is exposed to equity price changes arising from
equity investments classified as financial assets at fair value
through profit or loss. The Group is not exposed to commodity
price risk. To manage its equity price risk, the portfolio is
diversified in accordance with the limits set by the Group.
Given the insignificant amount of the portfolio of listed equity
investments held by the Group, the management believes that
the Group’s equity price risk is minimal.
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3.1

Notes to the Financial Statements
B ERR M

RN ESEARERE (&)
BREBREE (#)

()

MRk (&

(i) HeRERARBEMNERER (&)

REENFE AR T EREEER
BRETHANESREE  1F
BERBAEBENBRENESIEH

st -

BEE—S—TFA=+THET
EEEE - BB RIRITIE AR X
EF50MEE Bsk T Bk25 18 £ B i
B MBS TE  RIZFE
WEE SR ARITERAF S
ALEF 1 TEmERER 406,000
TT (ZZEZTNF 1 476,0007T) ik
7110,0007T (ZZZ A4 : 29,000

JT) °

HRASELTEREAG LB E
& RS RENERERIRER
B -

AEBNEHERS TR - M
RAMEERSETEEBRZ RABE
FEER - BEANEE N EREE
T8 BEERS  AEENAA
BENERBER - TORBETH
REMEDHT o

EfRER
FEEAZHRRERESARTY
RAEDBRRARBEINENE
BRTRBENBERRE - BAE
B EAE R ERRER o RERE
HERERRR  AREEEMR
ERRBEADBRIRERS - ZRA
SEFBEN EMIREREEANE
BAK - BEER/NEENE
EBRREREE

ERBHBEBRKR2009/201 0 B WM&



Notes to the Financial Statements
B RS R R M

THE HONG KONG INSTITUTE OF EDUCATION FA#E 2k
(Expressed in Hong Kong dollars unless otherwise stated) (k5B #8H5 » BT < 3B AENT)

3
3.1

Financial risk and fund risk management (Continued)

Financial risk factors (Continued)

(b)

Credit risk

The Group’s credit risk is primarily attributable to its deposits and
cash at banks, accounts receivable and investment balances with
financial institutions. There are procedures in place to mitigate
the risk and the exposures to these credit risks are monitored
closely by the management on an ongoing basis.

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

Liquidity risk

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

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

The table below analyses the Group’s and the Institute’s financial
liabilities into relevant maturity groupings based on the remaining
period at the balance sheet date to the contractual maturity
dates. The amounts disclosed in the table are the contractual
undiscounted cash flows. Balance for accounts payable and
accruals due within 12 months equal their carrying balances, as

the impact of discounting is not significant.

The Hong Kong Institute of Education Financial Report 2009/2010
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3

3.1

Group Z&&£E

Institute #Ez

Financial risk and fund risk management (Continued) 3

Financial risk factors (Continued)

(c) Liquidity risk (Continued)

At 30 June 2010

Borrowings
Accounts payable and accruals
Other provisions

At 30 June 2009

Borrowings
Accounts payable and accruals
Other provisions

At 30 June 2010

Borrowings
Accounts payable and accruals
Other provisions

At 30 June 2009

Borrowings
Accounts payable and accruals
Other provisions

R-ZE—2FXA=1+H

6N
FEN BRI B AT BUR
Hit#&im

R-ZBBAFASA=1H
JER BRI AT RIR
Hih#iE

R=ZB—FFXA=1A
JE T BR AR N B AR IR
HAd B

R-ZBEAFEA~A=TH
B®
FEABR N B AT RIE
Hh s

3.1

Notes to the Financial Statements
B ERMI

BRRERERESEARERE (&)
BBEBER (&)

(R) "RPEER

(#&)

Upto 3 months to 1 year to Over
3 months 1 year 2 years 2 years Total
—EARKT =Z@EAZE—%F —FE=F ZFEAE k)
$'000 $'000 $'000 $'000 $'000
BETT BT BT BT BT
- 1,500 1,500 1,500 4,500
72,452 1,872 976 100 75,400
- - - 10,712 10,712
72,452 3,372 2,476 12,312 90,612
- 1,500 1,500 3,000 6,000
90,353 2,666 1,176 - 94,195
100 - - 9,594 9,694
90,453 4,166 2,676 12,594 109,889

Upto 3 monthsto 1 year to Over
3 months 1 year 2 years 2 years Total
“EARKT Z@EAZE—%F —FE-F ZFEE 4azE
$'000 $'000 $'000 $'000 $'000
BT BETT BT BETT BETFT
- 1,500 1,500 1,500 4,500
66,286 1,814 946 100 69,146
- - - 10,712 10,712
66,286 3,314 2,446 12,312 84,358
- 1,500 1,500 3,000 6,000
86,186 2,605 1,176 - 89,967
100 - - 9,594 9,694
86,286 4,105 2,676 12,594 105,661

EBHBERKR2009/201 0 B M &
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3 Financial risk and fund risk management (Continued) 3 HMERRRESEREER (&)

3.1 Financial risk factors (Continued) 31 HERBEEZE (&)
(d) Fair values (T)y 2nfEE

The following table presents the carrying value of financial TREVRAREBEFEN SR TIARE

instruments measured at fair value at the balance sheet date EEBMREE - Gk (EEY

across the three-level of the fair value hierarchy defined in HKFRS SR F75 — [@BITAE &

7, Financial Instruments: Disclosures, with the fair value of each Bl MAEH=EAIREEER WE

financial instrument categorised in its entirety based on the lowest HepTRAATEEREFTEEANE

level of input that is significant to that fair value measurement. BEAEEXREZNREERBAERD

The levels are defined as follows: o ZERMERAT :

- Level 1 (highest level): fair value measured using quoted - BERERER)  ERARS
prices (unadjusted) in active markets for identical financial BTAEEBRTSHNRECKEH
instruments. B)VRETERAAEE -

- Level 2: fair value measured using quoted prices in active - FEIRER ERBRERIALE
markets for similar financial instruments, or using valuation BHSHREREERT (H2Y
techniques in which all significant inputs are directly or BENBABEEEIMEEURE
indirectly based on observable market data. ROMSEIEAEER) K2 AAR

B -

- Level 3 (lowest level): fair values measured using valuation - BEBREEER)  RAGER
techniques in which any significant input is not based on UIGIES L PN ERZ SV
observable market data. ROTISBBRAER) KA EAR

B1E -

Group and Institute

2010 —E—=F
Level 1 Level 2 Total
EF—ER B[R Rk
$'000 $'000 $'000
BT BT T BT T
Assets BE
Financial assets at fair value through profit or loss: BARBESABRNEREE
- Investment in listed unit trust - EMEMEFRE 12,505 - 12,505
- Investment in unlisted unit trust -JE ETEMN{EERE - 1,187 1,187
12,505 1,187 13,692
During the year, there were no significant transfers between AENTESHMTAEAABES —H
instruments in Level 1 and Level 2. FEBREIELERER -
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3
3.2

3.3

Financial risk and fund risk management (Continued)

Fund risk management

The Institute is a government subvented education institution established
under the laws of HKSAR, which objects are to provide studies and training
in teacher education and facilities for research into and the development
of education. The Institute is not subject to any externally imposed capital
requirements, except as stated in note 17, and its activities are mainly
funded by government grants and tuition fees, the spending of which is
governed by the UGC Notes on Procedures and other grant conditions.
The Institute’s activities are also funded by donations and funds generated
from self-financing activities.

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

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

Fair value estimation

The carrying values less impairment provision of receivables and payables
are a reasonable approximation of their fair values. The fair value of
financial liabilities for disclosure purposes is estimated by discounting the
future contractual cash flows at the current market interest rate that is
available to the Group for similar financial instruments, unless the effect

of discounting will be immaterial.

BB E R BE)

3
3.2

3.3

Notes to the Financial Statements
B ERR M

MEEREESRBERE (&)
EeRMER

HE BB EAFRERTMRL - R—HBUT
WOHHERE - RERIBEMEEINIRHE
T FC B R AT R B AR M o BROFFE1 7 ATt oh -
bt B AR SFONERT L E ] B AHRTE o
HIrEEEHNE S RREERBUTHE) K2
B MELESHNRAXBERNELEEBAEH
FEPDEZE® ([#Eg] ) BFEENRTE -
/AR T H BN o Uhoh - Bz Inim
BRERAEBLANEERE  REXEDE
EE® -

BERETESRAMESEAEHEDE WK
A BREEMEIEERZNESHREA
BREE - M EE R E LR SR - RIRIBRI B
KRG - I (HER) BREAZNRER
BMIEEEESIMET BUTAHEWER -

B & B A RS EAE T INERI LM ERE
AHRE - HEAEEBRAEAGZNNHER
HEEIMEFARE  BAREERELCENR
5 o

DNABEMS

TR A2 R RN A B SR BR T (BN BB (B A -
HENAREERI - YBABNRIABEEGR
BENBRAREORSREUNREE UL
TARBRERA TSN R AH (FRIERERM
FEEN) o

ERBHBEBRKR2009/201 0 BME
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4

Fixed assets

Cost:
At 1 July 2008
Additions
Disposals

At 30 June 2009
At 1 July 2009
Additions

Disposals

At 30 June 2010

Accumulated depreciation:

At 1 July 2008

Charge for the year
Written back on disposal
At 30 June 2009

At 1 July 2009

Charge for the year
Written back on disposal

At 30 June 2010

Net book value:

At 30 June 2010

At 30 June 2009

B
R_ZEN\FLA—H

REHIE -
R=_ZFEN\FLA—H
REEFE
BRERERE

RZZEZNEFENA=1+H
RZZEThF+A—H

AEEHE
PR B 1R

The Hong Kong Institute of Education Financial Report 2009/2010

Group Z5H

Leasehold Fixtures and

Buildings  improvements equipment Total
BF HEWEEE NG b
$'000 $'000 $'000 $'000
BB BB T BT BT
2,381,268 71,110 240,190 2,692,568
447 10,635 47,496 58,578
= (85) (25,132) (25,217)
2,381,715 81,660 262,554 2,725,929
2,381,715 81,660 262,554 2,725,929
4,117 29,077 28,616 61,870
= (38) (8,720) (8,758)
2,385,892 110,699 282,450 2,779,041
367,630 32,636 207,972 608,238
47,650 11,588 15,937 75,175

= (81) (25,131) (25,212)

415,280 44,143 198,778 658,201
415,280 44,143 198,778 658,201
47,688 12,086 23,697 83,471

= (38) (8,712) (8,750)

462,968 56,191 213,763 732,922
1,922,924 54,508 68,687 2,046,119
1,966,435 37,517 63,776 2,067,728




Notes to the Financial Statements
B ERMI

THE HONG KONG INSTITUTE OF EDUCATION EHE# A 26t
(Expressed in Hong Kong dollars unless otherwise stated) (5 S B#BFSN - BT < BB AELT)

4 Fixed assets (Continued) 4 EE&EE (&)
Institute #Bz
Leasehold Fixtures and
Buildings  improvements equipment Total
By MEwER=E KERREE 4azE
$'000 $'000 $'000 $'000
BT T BT T BT BETT
Cost: B :

At 1 July 2008 RZZEZNF+EA—H 2,377,504 68,372 233,500 2,679,376
Additions HE 447 10,280 47,248 57,975
Disposals BE - - (25,068) (25,068)

At 30 June 2009 RZZETNFA=TH 2,377,951 78,652 255,680 2,712,283

At 1 July 2009 RZZEThF+LHA—H 2,377,951 78,652 255,680 2,712,283
Additions HE 4,117 28,875 27,514 60,566
Disposals RE - - (8,408) (8,408)

At 30 June 2010 RZZE—ZFA=+H 2,382,128 107,527 274,786 2,764,441

Accumulated depreciation: RitieE

At 1 July 2008 RZZETZNFEHA—H 367,026 30,259 202,004 599,289

Charge for the year AEEHE 47,577 11,400 15,496 74,473

Written back on disposal REEER - - (25,068) (25,068)

At 30 June 2009 RZZEThFANA=TH 414,603 41,659 192,432 648,694

At 1 July 2009 RZZETZhF+HA—H 414,603 41,659 192,432 648,694

Charge for the year KEEE 47,615 11,925 23,084 82,624

Written back on disposal EE%ER - - (8,408) (8,408)

At 30 June 2010 R=_F—ZFXA=+H 462,218 53,584 207,108 722,910

Net book value: FREFE
At 30 June 2010 R=_ZF—ZFXA=+H 1,919,910 53,943 67,678 2,041,531
At 30 June 2009 RZZETNFA=1H 1,963,348 36,993 63,248 2,063,589

ERBHBEBRKR2009/201 0 BME
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5 Investments 5 RE&E
Group and Institu
2010
$'000
BET T
Investments in subsidiaries and HBe AT/ A=A
institutional entities WEEERIRE 1 1
Note a: Investments in subsidiaries

Note b:

FfaE e -

WEZ -

The Institute has a 100% (2009: 100%) interest, without investment cost, in the 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% (2009: 100%) interest, without investment cost, in the HKIEd School of Continuing and Professional Education Limited (
“HKIEd SCPE”) 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,
maintain and operate, in conjunction with the Institute for the promotion and advancement of professional, technical and continuing education, foster
and provide courses leading to awards as well as courses of general interest, and where appropriate, provide learning opportunities in or outside Hong
Kong. The HKIEd SCPE has assumed the responsibilities and mission of the Division of Continuing Professional Education of the HKIEd since 1 July
2006.

The results of these subsidiaries are accounted for in the Group’s consolidated financial statements.

Investments in institutional entities

The Institute holds 1 share of $500 (2009: 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% (2009: 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% (2009: 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% (2009: 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, associate-degree programmes in the continuing education units of the members in the JQRC.

Given the nature of these institutional entities and the 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. And the financial statements of these institutional entities were not audited
by KPMG.

TEMTE 2 1A IR &

HEeH B B EHE B ERBRAAZ100% (ZFEAF : 100%) Bz (REREAKE) o WRAR—NANNF+= AT HAEEETMK LB —FIERARAG] - &
B 58E B REEER -

HEE T B ERHE B BERUE B BR AR ( [FEHEE] ) 2100% #zs (REREKAE) © WA RR=FENFNA=+N\AEEBZMAL B —FHER
HRAA] - BT BNREHGTAREEREE  fOERE  RITHFEHE - HEFEHEEEZUR —MREBHRIE - I (EEE R T) IBHRE BRGNS
B HEAEER A —TENFLA—HE  BEE THREE THRHEEEHUEEHNEENE D -

WEEHIE R AT AR E B 7 6 BB RERA

FERBHBAIRE

HbrFF—REEEH00T (ZFFAF - —IREEBES00T) 2 KEHE BT OBRAGRY  HERZRAARE212.5% - ZARAEEERHEKRETHES
BOMEBREHEIR

HEE T BEA B AR ( [1HERE] ) 12.5% (ZFFAF : 12.5%) #is (RERAKE) - WEER—NNTFAATN\AEMKL B~ FERERAR - £E 82
REBEEAGENL B ERFEER SN

HEIFEHBZ0925% (ZFFNF : 25%) e (REREKT) - WEEBR —TERF=A-+—AEZEAMRA LR —FERBR AR HENRIGEHREERX I
RO B ERMIUN IS - URBEREMUM T M E#EMBIRH LR S  FIAES Y EL -

U AWRFE RN ZAE ([ZRE] ) 12.5% (ZFZTNF : 12.5%) #zs (REREKE) o WEENR —FTRF /A= +NAEMRLRS—FERARAE - £H
B RE B &AM B R EEPIA B B BE RIS BRI R AT TR RET BIE -

AR E R BEEA L E TR AR ATA - BT ER U FE R FR AR FFLEED -l BN EWBHRELBEEAN LB A EBZETA - HEFIHEERE
AREE T E B BEIRRA SR BB B IRRIG U F BB & tED F S PTEAT -
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6

Group &5&H

Financial instruments by category

Financial assets as per balance
sheets as at 30 June 2010
Held-to-maturity investments
Time deposits
Accounts receivable
Security deposits
Financial assets at fair value

through profit or loss
Cash and cash equivalents

Financial assets as per balance
sheets as at 30 June 2009
Held-to-maturity investments
Time deposits
Accounts receivable
Security deposits
Financial assets at fair value

through profit or loss
Cash and cash equivalents

TREE RE-T-TF
AA=t+HRNEESER
FEZIHARKRE
TEHF R
FEU AR R
RERE
BAfEE ABER

EREE
Re MRS EEY

TREE RE-TTIF
AA=t+HRNEERER
FEZZHARE
TEHIfF R
FEU AR R
REERE
mR R BEF AR

EREE
Be MRS EEY

Note
Bt

6

Notes to the Financial Statements
B ERMI

EMT A (REH)

Financial Assets at

fair value through Held-to-

Loans and profit or loss maturity
receivables BRREERTA investments Total
B R BERNEMEE HAEEIHAIRE ot
$'000 $'000 $'000 $'000
BT BT BETT  BETR
- - 41,447 41,447
598,523 - - 598,523
32,758 - - 32,758
3,465 - - 3,465
- 13,692 - 13,692
384,908 - - 384,908
1,019,654 13,692 41,447 1,074,793
- - 23,868 23,868
790,494 - - 790,494
32,252 - - 32,252
1,023 - - 1,023
- 12,555 - 12,555
286,345 - - 286,345
1,110,114 12,555 23,868 1,146,537

ERBHBEBRKR2009/201 0 B M E
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6

Institute Bz

Financial Assets at

Financial instruments by category (Continued)

Financial assets as per balance
sheets as at 30 June 2010
Held-to-maturity investments
Time deposits
Accounts receivable
Accounts due from subsidaries
Security deposits
Financial assets at fair value

through profit or loss
Cash and cash equivalents

Financial assets as per balance
sheets as at 30 June 2009
Held-to-maturity investments
Time deposits
Accounts receivable
Accounts due from subsidaries
Security deposits
Financial assets at fair value

through profit or loss
Cash and cash equivalents

Financial liabilities as
per balance sheets
Other financial liabilities
Accounts payable, accruals
and other deposits
Borrowings

ETREE  RE-ZT—2F

AA=tHEMEERER
FAEZZHAKRE
EHfFR

JEUBR R

JE UK Pt 8 2 R RO R
RERE

R BEF AR
ReMRASEEY

SREE  RE-TTIF

AA=t+HNEEAER

FEZZHBRE

E R

R L2 Bfe o 1 R O SR TE

RERS

BAAEEFARED
ERMEAE

Re kRS EEY

SREE  REEE

BER
Hih o EBE
JEA BR R N et 3R IR
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Note
libps

© © © 0\

11

Note
Kt

12

14

6

TRIT A (&ER) (&)

fair value through Held-to-

Loans and profit or loss maturity
receivables BRREBERA investments Total
BN R BRNEREE FEZIHERE e
$'000 $'000 $'000 $'000
BT BETT BT BETFT
. . 41,447 41,447
598,436 - - 598,436
29,027 - - 29,027
2,953 - - 2,953
3,154 - - 3,154
- 13,692 - 13,692
346,076 - - 346,076
979,646 13,692 41,447 1,034,785
- - 23,868 23,868
789,306 - - 789,306
27,667 - - 27,667
4,674 - - 4,674
1,017 - - 1,017
- 12,555 - 12,555
254,848 - - 254,848
1,077,512 12,555 23,868 1,113,935

2010 2009 2010 2009
$'000 $'000 $'000 $'000
BETT BT T BETT BT T
75,400 94,195 69,146 89,967
4,243 5,576 4,243 5,576
79,643 99,771 73,389 95,543
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7 Held-to-maturity investments

Notes to the Financial Statements
B ERMI

Listed, at amortised cost
- listed outside Hong Kong
Unlisted, at amortised cost

Less: Current portion classified
as current assets

8 Time deposits

£ AR
- EEABUSN T
JELET - RESHARA

B RBEOBERRBSEE

Time deposits with original
maturity over 3 months
or above

Current portion
- Unpledged
- Pledged

Non-current portion

REEREE3MEA K
UA_E RO BRI SR

mEE

- REHEHR
- EYEER

FERBED

7 BREZIPERE
Group and Institute 7% @
2010
$'000
BT
15,665 21,983
25,782 1,885
41,447 23,868
- (6,295)
41,447 17,573
8 EHFR
Group 5 H Institute
2010 2009 2010
$'000 $'000 $'000
BT T BETT BYETT
507,528 718,687 507,441 717,499
10,500 12,000 10,500 12,000
518,028 730,687 517,941 729,499
80,495 59,807 80,495 59,807
598,523 790,494 598,436 789,306

The effective interest rate on time deposits with original maturity over
3 months or above was 0.97% (2009: 2.33%). These deposits have a
weighted average maturity of 251 days (2009: 237 days).

The pledged time deposits of $4.5 million (2009: $6.0 million) and
$6.0 million (2009: $6.0 million) are used respectively as securities for

a loan from the Hong Kong Special Administrative Region (“HKSAR”)

Government disclosed in Note 14 and for the Group’s bank overdrafts

facilities which have not been utilised as at year end (2009: $Nil).

REEABB =AU LN EHRERNER
FER0.97%(ZFTNGF : 2.33%)  ILEFK
RINEFH R B A A251 B (ZETNE « 237
H) °

TEHFRBE4508T(ZETNF - BH600
BT) RABEKE00BIT(ZEZTNF : BH600
B)n BIAEEBEEBRNMRHERNIE
REBHEIIARME14) - ARAEAEERF
B M A ANRITEIENER =T N
FE)

EBHBERKR2009/201 0 M=
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9  Accounts receivable, deposits and prepayments 9 FEWARR « RERFBANFIEH
Group A£&H Institute
2010 2009 2010 2009
$'000 $'000 $'000 $'000
BETT BT T BT T BT T
Accounts receivable (Note a) FEUBRR (L) 32,758 32,252 29,027 27,667
Less: Provision for impairment B R E R
(Note b) (HizEZ) (1,579) (2,431) (1,266) (1,286)
31,179 29,821 27,761 26,381
Amounts due from subsidiaries FELLFT B A AR SR8
(Note c) (W) - - 2,953 4,674
Security deposits REBEIES 3,465 1,023 3,154 1,017
Maximum exposure to credit risk FERBRN &SRS 34,644 30,844 33,868 32,072
Prepayments A FRIA 4,472 3,593 4,310 3,465
39,116 34,437 38,178 35,5637
(a) Accounts receivable ()  FENERER
As at 30 June 2010, the Group's and the Institute’s accounts E_T—TFRA=1TH  ~EERHK
receivable of $2,456K (2009: $2,686K) and $1,407K (2009: B 19 2 480 HA{B 30 AR E A FE IR X )
$1,676K) were past due but not impaired respectively. These BEME24568TT (ZETNF B
mainly relate to a number of students and the HKSAR Government 268.687T) MAEM140.78T (ZEE
for whom there is no recent history of default. The ageing analysis NE - BEE167.68T) o WWEREE
of these accounts receivable is as follows: BRI BRI ERTENZ B E
EREBFEET o 1 FEBERRMER
BAOMIAT -
Group ~%E Institute
2010 2009 2010
$'000 $'000 $'000
BET T ST BETT
Not past due K8 Ef 28,723 27,135 26,354
Past due by: B
0 - 3 months 0—31EA 2,319 2,057 1,270 1,200
3 - 6 months 3—6 18R 62 383 62 304
6 — 12 months 6—121EA 32 200 32 126
Over 12 months HBi@E1218 A 43 46 43 46
31,179 29,821 27,761 26,381
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9 Accounts receivable, deposits and prepayments
(Continued)

(b)

Provision for impairment of accounts receivable

As at 30 June 2010, except for the Group’s bad debts written off
directly to the statement of comprehensive income of $4K (2009:
$Nil) and written back directly to the statement of comprehensive
income of $45K (2009: $Nil), the Group's and the Institute’s
accounts receivable of $1,579K (2009: $2,431K) and of $1,266K
(2009: $1,286K) were impaired respectively and full provision
has been made accordingly. These mainly relate to a number
of students for whom there are unexpected difficult economic
situations. The ageing of these receivables is as follows:

Notes to the Financial Statements
B ERMI

FBYWRR - RERANRE (BA)

(2)

JE U AR AR R E B

R-ZZE—TFXA=1+A BTAE
B E R ARG RMEOEERS
®4,000C(ZTTNF - BAETT) -
URERBEEARRRNSEEE
45,0007T(ZFZENF - BEZIT)H -
AEERBROEERETEFELE
BB IR D R R EE157.98
TL(ZEENGF « BH243.1&8 ) 1B
¥126.6 BIL(ZTTNGF : HB¥5128.6

BT) - WEHRREETE S RZHHRA
FHAIME BN B B4 o 1t 5 EUR

HIRRE DT T -
Group ~%E Institut

2010 2009 2010 2009

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

BETT BT BETT BT

Past due by: BH

0 - 3 months 0—31@A 139 332 139 332
3 -6 months 3—6 @A 604 365 604 365
6 — 12 months 6— 12 @A 800 509 492 509
Over 12 months BiE121E A 36 1,225 31 80
1,579 2,431 1,266 1,286

FEUBR SRR E BB EE T

Movements on the provision for impariment of accounts receivable

are as follows:

Group A&5%H

2010 2009 2010 2009
$'000 $'000 $'000 $'000
BT T BT BET T BET T
Balance at 1 July HtA—BNER 2,431 2,339 1,286 1,213
Provision for impairment BERE 1,579 1,305 1,266 1,286

Receivables written off during F N EEELBGRIER
the year as uncollectible TREUR Bl H FRIE (2,110) (1,042) (965) (1,042)
Unused amounts reversed RAEFRIBEREE (321) (171) (321) (171)
Balance at 30 June KANA=Z+HENER 1,579 2,431 1,266 1,286

EBHBERKR2009/201 0 B M &
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9 Accounts receivable, deposits and prepayments
(Continued)

(b)

Provision for impairment of accounts receivable (Continued)

The Group has recognised a loss of $1,579K (2009: $1,305K) for
the impairment of its accounts receivable during the year ended
30 June 2010. The loss has been mainly included in office
expenses under “Instruction and research”, “Other academic
services”, “Management and general” and “Students and general
education services” in the statement of comprehensive income,
to the extent of $468K (2009: $42K), $292K (2009: $127K),

$792K (2009: $1,029K) and $27K (2009: $107K) respectively.

The unused impairment provision of $321K (2009: $171K) was
reversed and credited to office expenses under “Instruction
and research”, “Other academic services”, “Management and

general” and “Student and general services” in the statement
of comprehensive income, to the extent of $Nil (2009: Nil),
$7K (2009: $31K), $268K (2009: $136K), $46K (2009: $4K)

respectively.

Amounts due from subsidiaries

The amounts due are unsecured and repayable within 30 days.
Except for the amount of $64K (2009: $184K) due from a
subsidiary which is interest-free, the remaining balance is interest
bearing at monthly savings account interest rate quoted by bank,
and is charged on the overdue balance.

The effective interest rate as at year end is 0% (2009: 0%) per
annum.

The Hong Kong Institute of Education Financial Report 2009/2010

C TB 2 BB BE)

9

(2)

CBRERFENRE (F)

[ENSRFRBIERE (F)

HE_Z—ZSFA=1+RHILFER®
Wézﬁi KRB 1B 15157 .98 T
(ZZETHF : BE130.587T) - WA
BEIZEZAZERERD 2 RH
%) - [HMHERYE] - 82k
MATE] AR (24 R—RHBE RS
PRRAEHAZA - BED R ABE
468,0007L(=Z T NEF « #B¥42,000
JT) * B #2092, 000TT(Z BT NE ¢
#127,0007T) %&ﬁ%?gz,ooongg
NE : B85102.98 7T) KA #27,0007T
(ZZZTNF « B%107,0007T) ©

REYVAHYREREAEE321,0000(=F
THE  BEE171,000T)BLED - A
BERtAZHEUERT r%&ﬁi&ﬁﬂ%
[t 2RSS - [BEER KT
B AR (&i&fﬂ%ﬁzﬁﬁ&i‘% gy
MAERIA - HEORABEST
(ZZZNF - BEZT) - HB¥E7,000

TL(ZZETNF : B¥31,0007T) © B
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Notes to the Financial Statements

B SRR AT
THE HONG KONG INSTITUTE OF EDUCATION EHE# A 26t
(Expressed in Hong Kong dollars unless otherwise stated) (5 S B#BFSN - BT < BB AELT)
10 Financial assets at fair value through profit or loss 10 BAREBEFABZENEREE
Group and Institute Z<£E@H1K
2010 2009
$'000 $'000
BETT BT T
Investment in listed unit trust in BE EMBEAETRE
Hong Kong, at fair value (FRARIEE) 12,505 11,419
Investment in unlisted unit trust, EEMEBREFRE
at fair value (RARrEB) 1,187 1,136
13,692 12,555
Note : Changes in fair values of financial assets at fair value through profit or loss are Wit :  RAREEGABRNEHEENAL EEZEEREK
recorded in “interest and net investment income” in the statement of comprehensive mAPRCERR [FISRFREWRA ] (HiE21) -

income (Note 21).

11 Cash and cash equivalents 11 BReERAEEZEY
Group A5%£E Institute 2Bz

2010 2009 2010 2009

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

BT T BT BT T BT

Cash at banks and in hand RITRFEES 81,196 100,248 50,027 76,511

Short-term bank deposits RHRITIER 303,712 186,097 296,049 178,337

384,908 286,345 346,076 254,848
The effective interest rate on short-term bank deposits was 0.35% (20009: RERTFEANERIE RIS (TN
0.39%). These deposits have a weighted average maturity of 37 days F:0.39%) ¢ WLEFRAIEFIHEIEA A7

(2009: 43 days). H(ZZZNF 1 430) ¢

ERBHBEBRKR2009/201 0 B WM&
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THE HONG KONG INSTITUTE OF EDUCATION &E#&#E 26z
(Expressed in Hong Kong dollars unless otherwise stated) (k5B #8H5 » BT < 3B AENT)

12 Accounts payable and accruals 12 BEAERIARETRIE
Group ~5E
2010 2009 2010 2009
$'000 $'000 $'000 $'000
BT T BEET T BT T BT T
Accounts payable (Note b) FERBRIR (HfiE2) 36,848 51,412 34,177 49,786
Accruals FERTFRIA 36,289 40,301 32,706 37,699
Other deposits iz e 2,263 2,482 2,263 2,482
75,400 94,195 69,146 89,967
Other provisions HAin s 10,712 9,694 10,712 9,694
Receipts in advance TEUFRIA 72,832 73,488 71,839 72,568
158,944 177,377 151,697 172,229
(a) The carrying amounts of accounts payable and accruals approximates (F) BEZZ-ZFER-TTNAFA=THILER
their fair values for both financial years ended 30 June 2010 and 2009. B RFEE, BARREETRENERROSE

HEHERAEERE -

(b) Included in accounts payable as at 30 June 2010, is a provision of (2) R-ZE—ZFXNAZ+HNENERBRELS

approximately $3.1 million (2009: $20.2 million) of subvention repayable ¥&3108 70 (ZET NG BH2,02087T) A9
to the HKSAR Government. % EREENESHREBTNMEE
13 Provision for employee benefits 13 REERNRE
Group &~5E Institute
2010 2009 2010 2009
$'000 $'000 $'000 $'000
BETT BT T BETT BT T
Staff costs: BB :
Unutilised annual leave AZEHER 33,783 34,730 32,612 33,613
Gratuities £ MBS 37,942 34,704 36,064 33,308
Long service payment REARB < 192 237 44 112
71,917 69,671 68,720 67,033
Payable: FEATSR
Within 1 year —FRA 63,262 52,746 60,129 50,745
After 1 year —F1& 8,655 16,925 8,591 16,288
71,917 69,671 68,720 67,033
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B ERMI

THE HONG KONG INSTITUTE OF EDUCATION EH&# B 2k
(Expressed in Hong Kong dollars unless otherwise stated) (5 S B#BFSN - BT < BB AELT)

14  Borrowings 14 &R

2010 2009
$'000 $'000
BT BT T
Long-term loan, secured HER (ﬁ%ﬁﬁ) 4,243 5,576
Less: Current portion classified 5" CREHSREARDAR
as current liabilities (1,373) (1,333)
2,870 4,243
The maturity of long-term loan EHEFRNEHANT :
is as follows:
Within 1 year 1F R 1,373 1,333
Between 1 and 2 years 1FE2F R 1,414 1,373
Between 2 and 5 years 2FE5FN 1,456 2,870
4,243 5576
Note: ~ The HKSAR Government provided a loan of $15.0 million to the Institute to meet WizF :  BEFEBATRE R EEEE1,5008TER - U
start-up costs of self-financing accredited post-secondary programmes (e.g. 17‘ BB REARA B_LRE (FIEI2 1207 3R7%2) M E
Associate Degree Programmes). The loan is non-interest bearing, repayable in o ZENEFNG - Al ZETIIESN D HFEFF
equal annual instalments over a period of 10 years from June 2004 and is secured —%?51&5“1% C WAHSHRITFHBE4508 T (ZFEA
by the Institute's bank deposits of $4.5 million (2009: $6.0 million) disclosed in F  BIE600&E ) fEAIEIT - 0T 8FTHFE -
Note 8.
The carrying amounts are based on cash flows discounted using a rate based on the REERIEE S e e BB AT B FIE3.0% (=
then effective market borrowing rate of 3.0% (2009: 3.0%) and all denominated in FENF : 3.0%) BLIHAHE - 2EBLUBT BER -
Hong Kong dollars.

The fair value of borrowings approximates their carrying value for financial years

ended 30 June 2010 and 2009, HE-¥-FFR-VRENFAA=TAULMBFE R

KB AA EEREREERE

ERBHBEBRKR2009/201 0 BME
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(Expressed in Hong Kong dollars unless otherwise stated) (k5B #8H5 » BT < 3B AENT)

15

Group A5EH

Deferred income

15

ESEW A

2010 2009 2010 2009
$'000 $'000 $'000 $'000
BT BT BET T BETIT
Balance at 1 July REtB—BW&ERT 219,598 217,242 217,719 217,101
Subventions, grants and B/ ElRH B -
donations received/receivable BRRIBR 687,113 655,517 670,674 638,140
Recognised during the year REE AR (623,955) (595,224) (606,809) (579,693)
Transferred to deferred HERESREEEAES
capital funds (Note 16) (FF=E16) (59,779) (57,937) (58,868) (57,829)
Balance at 30 June RAA=+HANER 222,977 219,598 222,716 217,719
2010 2009 2010 2009
$’000 $'000 $’000 $'000
BETT BT T BETT BT
Balance representing: HERBLE
Institute (S
Earmarked grants R B R
- Research - 5 13,422 5,170 13,422 5,170
- Immersion - TR 29,753 39,969 29,753 36,969
- Home Financing Scheme - EFTEBhET S 86,204 85,924 86,204 85,924
- Housing-related benefits other -EEFEMFEZERE
than Home Financing Scheme EBFERE S L 21,180 18,604 21,180 18,604
- Development of New Undergraduate - & [==p1] 24|
Program under 3+3+4 MREHAE
academic structure 1,979 9,901 1,979 9,901
- New initiative to 3+3+4 - [Z=m0] BHIEFEE 12,515 14,943 12,515 14,943
- Others - Efth 28,986 28,271 28,986 28,271
Capital grants and Alterations, EEBRRAGE - g -
Additions, Repairs and HIERNETIRRRALE
Improvements Block Allocation 19,035 10,512 19,035 10,512
Grants from government agencies AT HEREHE 3R 9,642 4,425 9,642 4,425
222,716 217,719 222,716 217,719
Subsidiary BB A A
Earmarked grants RN
- Others - Hipty 261 1,879 - -
Group REE 222,977 219,598 222,716 217,719

The Hong Kong Jockey Club Charities Trust (the “Trust”) approved funding
of $3,117K for the Group’s project “Research Effectiveness of Early
Intervention for Chinese Kindergarteners at Risk for Specific Learning
Difficulties” and $669K for the project “READ & WRITE: A Jockey Club
Learning Support Network Publishing a Standardized Assessment Battery
for Identification of Secondary Students with Dyslexia in Hong Kong”.
During the year, the Group received grants from the Trust of $708K (2009:
$382K) and $223K (2009: Nil) for these two projects respectively and the
unutilised balance is included in deferred income.

The Hong Kong Institute of Education Financial Report 2009/2010
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B ERMI

THE HONG KONG INSTITUTE OF EDUCATION EHE# A 26t
(Expressed in Hong Kong dollars unless otherwise stated) (5 S B#BFSN - BT < BB AELT)

16  Deferred capital funds 16 BEEEXRES
Group &~5H Institute
2010 2009 2010
$'000 $'000 $'000
BT T BT BET T
Balance at 1 July RtA—BW&EE 2,066,522 2,083,175 2,063,185 2,079,640
Representing: HER :
Buildings BF 1,966,436 2,013,637 1,963,350 2,010,479
Leasehold improvements HEMERE 36,993 38,176 36,993 38,113
Fixtures and equipment BEERKE K& 63,093 31,362 62,842 31,048
2,066,522 2,083,175 2,063,185 2,079,640
Transfer from deferred income HEIREWA (FT:E 15)
(Note 15)
Buildings gF 4,175 448 4,175 448
Leasehold improvements HEMERE 28,874 10,280 28,874 10,280
Fixtures and equipment BT E R&H 26,730 47,209 25,819 47,101
59,779 57,937 58,868 57,829
Release to income or BAME T
expenditure
Buildings EF (47,688) (47,649) (47,615) (47,577)
Leasehold improvements HEMHERE (11,925) (11,463) (11,925) (11,400)
Fixtures and equipment EERE REHE (23,004) (15,478) (22,620) (15,307)
(82,617) (74,590) (82,160) (74,284)
Balance at 30 June RARB=+HNER
Buildings ¥ 1,922,923 1,966,436 1,919,910 1,963,350
Leasehold improvements HEMERE 53,942 36,993 53,942 36,993
Fixtures and equipment BT E R&H 66,819 63,093 66,041 62,842

2,043,684 2,066,522 2,039,893 2,063,185

EBHBERKR2009/201 0 B &
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THE HONG KONG INSTITUTE OF EDUCATION &E#&#E 26z
(Expressed in Hong Kong dollars unless otherwise stated) (k5B #8H5 » BT < 3B AENT)

17

Restricted funds

Balance at 1 July 2008

Transfer from statement of
comprehensive income

Inter-fund transfer (Note 18)

Balance at 30 June 2009
and at 1 July 2009

Transfer to statement of
comprehensive income

Inter-fund transfer (Note 18)

Balance at 30 June 2010

R-EBN\FLtA-RNET
EH2EKER

HEMER (A 18)

R-BEAEARA=THEE
—EEhFELA-BNERF

BAZEkRER

EoMER (M 18)

R-B-ZBEANA=THNER

Unspent

Endowment balance for
funds research Total
BAES RAMFTLER Rk
$'000 $'000 $'000
BT T BT IT BT T

(Note a) (Note b)

(HizEF) (HizE2)
18,369 20,286 38,655
2,994 - 2,994
- 525 525
21,363 20,811 42,174
5,179 - 5,179
7,235 (8,309) (1,074)
33,777 12,502 46,279

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

(b) “Unspent balance for research” represents the total remaining balances
of funds designated for different research projects.
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THE HONG KONG INSTITUTE OF EDUCATION EHE# A 26t
(Expressed in Hong Kong dollars unless otherwise stated) (5 S B # S + B S BB BELNT)

18 Other funds 18 HihE S

Institute #pz

General and Other
development Matching operation Donations
reserve fund Grant Funds reserves and
—MRER EiHEEBE Hft,  benefactions Total
HEES Ed BERE BRREY BER
$'000 $'000 $'000 $'000 $'000
BT BT BT IT BT BT IT
(Note a) (Note b) (Note c) (Note d)
(3£ FF) (Hi£2,) (HaE7) (H1£T)
Balance at 1 July 2008 R-ZBENFLtA-BHWERE 480,511 69,281 139,687 55,438 744 917
Transfer (to)/from statement of & (A)/ B2 EKRZEX
comprehensive income (178,758) 14,631 23,090 8,433 (132,604)
Inter-fund transfer (Note 17) E MR (Mt 17) (525) - - - (525)
Balance at 30 June 2009 and R=-TEhAEAA=1+HE
at 1 July 2009 —EZhFLA-BHWNERE 301,228 83,912 162,777 63,871 611,788
Transfer (to)/from statement of & (A)/ B2 HEKEXR
comprehensive income (86,049) (7,176) 15,459 10,717 (67,049)
Inter-fund transfer (Note 17) B HEER (Wi 17) 8,309 (7,235) - - 1,074
Balance at 30 June 2010 R-E—ZEFEXA=THNERE 223,488 69,501 178,236 74,588 545,813

(a) “General and development reserve fund” (“the Reserves”) represents the () [—REZRFEEES] ([REE2]) BH
unspent UGC funds (i.e. the recurrent grants other than earmarked grants RERARESRTR EIEEERER B8
for specified purpose)of the Institute. The balance of the Reserves at the ERERAEETER) - BHEESHREFES
end of the funding period (usually a triennium) that can be carried over to (AEAR=F) EaRNEs (TEEET—
the next funding period is limited to a maximum of 20% of the approved B R ER) LA H B i R B IR (T RIE
recurrent grants for the Institute other than the earmarked grants for HIFHRABRETER) &%%20% AR - 1R
specific purposes for that funding period. Should the balance of the REESHBREE RSN ERBRITATN
Reserves at the end of the funding period exceed the ceiling allowed, the FBR - BHMSBARETHES
excess amount is refundable to the UGC.

(b) Matching Grant Funds are funds granted by the HKSAR Government on a (2) EHEHEHSESREBEITEREBMNZSR
matching basis for qualified private donations raised by the Institute. The WEBBALAERE - UEBEEHMN R
matching grants can be used for supporting activities within the ambit of HES - EHBESA AREDHESLTEE
UGC-recurrent grants. BREBEANRES) o

(c) “Other operation reserves” are funds other than those described in (a), (b) () [EfgERE] & (F) () =k (T) Aratisd
or (d) and are to be used to finance the Group’s activities in general. SNESE - WEEIREATEEN —RIEBNIR

HES -
(d) “Donations and benefactions” represent the reserves of non-refundable (T [BRRBE] EREERGREFEARN

donations from the donors.

BAGE -

ERBHBEBRKR2009/201 0 B WM&
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THE HONG KONG INSTITUTE OF EDUCATION EHAHE 25
(Expressed in Hong Kong dollars unless otherwise stated) (k5B #8H5 » BT < 3B AENT)

19 Government subventions

Subventions from UGC
Block / Recurrent grants
Earmarked grants
Home Financing Scheme
Matching grant
Replacement Town Centre
Earmarked for pension top-up
Earmarked language
immersion programmes
Research projects
Housing-related benefits
other than Home
Financing Scheme
Restructuring and
collaboration fund -
academic restructure
Restructuring and
collaboration fund —
Project 4Y
Development of the New
Undergraduate Program
Promoting outcome-based
approaches
2008-12 Development of
new 5 year undergraduate
Upgrading of Language
Teaching & Learning Facilities
3+3+4 Symposium Partnering
for Excellence in Education
New |Initiatives to 3+3+4
Knowledge Transfer
Other earmarked grants

Government rent and
rates refund

Capital grants and Alterations,
Additions, Repairs and
Improvements Block Allocation

Grants from government
agencies

The Hong Kong Institute of Education Financial Report

19  BUNEBR
Group A%£H
2010 2009 2010 2009
$'000 $'000 $'000 $'000
BT T BT T BT T BT T
BEERN
BE | CEERR 453,786 415,436 453,786 415,436
EERN 74,273 83,002 74,273 83,002
BRTEBETE 16,011 25,881 16,011 25,881
LB & K - 21,153 - 21,153
BEEMRIR 9,758 9,344 9,758 9,344
HEEMMRKS 5,126 5,658 5,126 5,653
TR BB XUTIR SRR
12,956 6,544 12,956 6,544
fFIEE 4,394 2,491 4,394 2,491
IFEFEFEIZERE
BAIAES
1,427 1,141 1,427 1,141
EERBIEES
- BiTEA
152 167 152 167
EERBIEES
—4YIEH
1,763 1,566 1,763 1,566
BRIBLT 2N
RAZETE 7,922 4,313 7,922 4,313
AR AN 77 0%
4,455 2,311 4,455 2,311
ZETN\FET—=F
HITRAFHIB L EBRE 7,120 1,408 7,120 1,408
RABSHEMEE LR
308 561 308 561
BA [3BskE 8 - HEIHBHER]
BEER [Z=mfeE ] - 200 - 200
[==m] BHpFEtE 2,428 57 2,428 57
A 453 - 453 -
Hh3gE B - 212 - 212
R B AR & 2= fw
7,129 7,192 7,129 7,192
ELIE R GE - g -
HEE E TR R8RS
53,613 54,207 53,613 54,207
588,801 559,837 588,801 559,837
BT BRI
96,710 93,354 67,757 69,127
685,511 653,191 656,558 628,964
2009/2010
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THE HONG KONG INSTITUTE OF EDUCATION EHE# A 26t
(Expressed in Hong Kong dollars unless otherwise stated) (5 S B#BFSN - BT < BB AELT)

20  Tuition, programmes and other fees 20 28 RENMHMKE
Group =58 Institute
2010 2009 2010 2009
$'000 $'000 $'000 $'000
BETT BT T BETT BT T
UGC - funded programmes HESEHRE
Tuition fee 2% 167,281 152,583 167,281 152,583
Programmes and other fees PRI R E A U B 5,736 6,904 5,736 6,904
Non UGC - funded FHEREIRE
programmes
Tuition fee 2% 108,037 87,386 39,829 26,817
Programmes and other fees R R E A U B 18,395 18,372 14,995 14,053
299,449 265,245 227,841 200,357
21 Interest and net investment income 21 FERFREWRZE
Group =58 Institute
2010 2009 2010 2009
$'000 $'000 $'000 $'000
BT T BT T BT T BET T
Unrealised gain/(loss) from RERARBAERTA
financial assets at fair value BRrEmEEDN
through profit or loss RER W E/(E18) 1,173 (2,924) 1,173 (2,924)
Realised gain/(loss) from RERARBEGTA
financial assets at fair value BaemEEDN
through profit or loss EER W/ (518) 6 (13) 6 (13)
Dividend gain A& B Was 305 372 305 372
Interest income T 28U A 12,767 28,191 12,731 27,831
14,251 25,626 14,215 25,266
22 Donations and benefactions 22 #BERERER
Group &M
2010 2009 2010 2009
$'000 $'000 $'000 $'000
BETT BT BETT BT T
Capital projects HEEIRE 1,907 2,610 1,907 2,610
Scholarships, prizes and bursaries REG  BEFPHBES 7,456 3,466 7,416 3,365
Donations for academic activities HEMDEER B 17,865 19,360 17,594 19,038
27,228 25,436 26,917 25,013

Note: ~ The HKSAR Government has launched the Fifth Matching Scheme for UGC-funded it TBRBRFEHLHACADFERAE DL N

institutions to match the donations secured by them. Donations pledged and paid stE - USEAYRETTERFNEN - E_F—FFEN
to the Institute between 1 June 2010 and 15 March 2011 are eligible for such A—HEZF——F= A+ 0 AHRFEF RS HBT A
matching grants. BAIGTTE B ERIUERHHE 2 -

EBHBERKR2009/201 0 B M &
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THE HONG KONG INSTITUTE OF EDUCATION &E#&#E 26z
(Expressed in Hong Kong dollars unless otherwise stated) (k5B #8H5 » BT < 3B AENT)

22  Donations and benefactions (Continued) 22 BEFRKRIEB (&)
As at 30 June 2010, the related income or expenditure incurred for the RIZE-ZFXA=1TH  EYWHBESNIERH
matched donations eligible for matching grants are shown below : WA RS HFBOT
Group and Institute Zx&
Matching Matched
Grants Donations
Be¥ B & [RESE=E
$'000 $'000
BT BT
Balance at 1 July REtA—BWHER 83,912 64,453
Income WA
Matching grants [Eap - =
Matched donations LrEE - 20,382
Interest and investment income FERIZERA 1,250 1,295
1,250 21,677
Expenditure X H
Academic strength and BT REHRER
niche area development 6,198 2,035
Teaching and research HERRERA
enhancement 1,245 1,489
Scholarships, prizes and RES REMPHES
bursaries 828 3,391
Internationalisation and BFR (L BB A IR B
student exchange activities - 1,248
Student development BATRE) 71 167
Others Hitb 84 =
8,426 8,330
Transfer to restricted fund EARTEED 7,235 -

Balance at 30 June RARA=+HENER 69,501 77,800
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(Expressed in Hong Kong dollars unless otherwise stated) (5 S B#BFSN - BT < BB AELT)
22 Donations and benefactions (Continued) 22 #BREER (&)
As at 30 June 2009, the related income or expenditure incurred for the RZZEZAFAA=TH  FREBBABLY
matched donations eligible for matching grants are shown below : B MBRAER A R Z HFFFIT

Group and Institute Z<£F

Matching Matched
Grants Donations
[ESEE IR RS
$'000 $'000
BT BT T
Balance at 1 July REtA—BWER 69,281 53,439
Income WA
Matching grants BEETH B & B 21,131 -
Matched donations LEBRN - 21,131
Interest and investment income FERIEE WA 1,960 1,256
23,091 22,387
Expenditure S H
Academic strength and 2R R ERR%RE
niche area development 7,047 9,387
Teaching and research HERAERRF
enhancement 267 362
Scholarships, prizes and RED REMPHES
bursaries 318 999
Internationalisation and BUFR b B8 A X IRR D
student exchange activities - 63
Student development BAERE) 804 562
Others Hith 24 =
8,460 11,373
Balance at 30 June RAA=+BENEE 83,912 64,453
23 Auxiliary services 23 BRI
Group A&E Institute %
2010 2009 2010 2009
$'000 $'000 $'000 $'000
BET T BB T BET T BT T
Student hostels BARES 20,791 20,805 20,804 21,074
Rental income HEUWA 1,117 1,756 6,243 6,689
Rental contribution from staff EEMS K 2,498 2,799 2,498 2,799
Others Hib 340 399 340 400
24,746 25,759 29,885 30,962

ERBHBEBRKR2009/201 0 BME
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(Expressed in Hong Kong dollars unless otherwise stated) (k5B #8H5 » BT < 3B AENT)

24 Expenditure

2010 - Group A&H

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

Institutional support

Management and general

Premises and related expenses

Student and general education
services

Total expenditure 2010

24

X

Employee
benefits Operating
expenses expenses Depreciation 2010 Total
EEEFIFX BB #E 2010w
$'000 $'000 $'000 $'000
BT T BT T BT BB T
(Note 25)
(Hizt25)
HERHAR
HERIE 550,812 95,508 3,083 649,403
e 26,885 17,695 766 45,346
AR E R it 31,075 26,014 9,234 66,323
E b S5 AR TS 44111 8,034 181 52,326
652,883 147,251 13,264 813,398
BBELE (Note 24a)
(HfzE24a)
—MRITHRRER 57,802 12,027 128 69,957
K& RIEERX 26,410 84,232 69,644 180,286
24 R —MREHE R
20,951 28,710 435 50,096
105,163 124,969 70,207 300,339
“E-SEXHAE 758,046 272,220 83,471 1,113,737

2009 - Group &~&H

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

Institutional support

Management and general

Premises and related expenses

Student and general education
services

Total expenditure 2009

Employee
benefits Operating
expenses expenses Depreciation 2009 Total
EERAF EERX e 2009 #2%8
$'000 $'000 $'000 $'000
BT BT BT BETT
(Note 25)
(Ht7E25)
BERME
HERHRE 536,956 90,271 2,268 629,495
B8 24,492 21,206 841 46,539
AR E R b 32,479 31,423 4,561 68,463
E th 290 AR 75 40,410 9,836 168 50,414
634,337 152,736 7,838 794911
BEXE (Note 24a)
(HtzE24a)
—RITHREE 63,068 28,041 123 91,232
e RAE A< 26,971 92,170 67,029 186,170
B4 R—RUBERS
24,480 32,639 185 57,304
114,519 152,850 67,337 334,706
“EBhFEXHEE 748,856 305,586 75,175 1,129,617
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24 Expenditure (Continued) 24 X (#B)
2010 - Institute #px
Employee
benefits Operating
expenses expenses Depreciation 2010 Total
EEREFAX HIERY e 2010 #a%8
$'000 $'000 $'000 $'000
BT T BT T BETT BT T
(Note 25)
(Hizt25)
Learning and research BERME
Instruction and research HE LT 498,970 66,625 2,236 567,831
Library EES 26,885 17,695 766 45,346
Central computing facilities R B R R e 31,075 26,014 9,234 66,323
Other academic services H b B9 AR 7S 44111 8,034 181 52,326
601,041 118,368 12,417 731,826
Institutional support BEZE (Note 24a)
(Ktsx24a)
Management and general —RATB R ERE 57,802 11,496 128 69,426
Premises and related expenses & KBRS 26,410 82,309 69,644 178,363
Student and general education B4 R —RHE RS
services 20,951 28,659 435 50,045
105,163 122,464 70,207 297,834
Total expenditure 2010 —E-EFELHAE 706,204 240,832 82,624 1,029,660

2009 - Institute Bz

Employee
benefits Operating
expenses expenses Depreciation 2009 Total
EBREFMAX EIERY e 2009 #z8
$'000 $'000 $'000 $'000
BT BT BT BT T
(Note 25)
(Htax25)
Learning and research BERMR
Instruction and research HE LR 487,992 69,903 1,566 559,461
Library EES 24,492 21,206 841 46,539
Central computing facilities R R B R 32,479 31,423 4,561 68,463
Other academic services HAth By AR 7 40,410 9,836 168 50,414
585,373 132,368 7,136 724,877
Institutional support BELE (Note 24a)
(KtzF24a)
Management and general —RATB R EE 63,068 27,658 123 90,849
Premises and related expenses & RAERX 26,971 90,465 67,029 184,465
Student and general education BA K —RHB RS
services 24,480 32,488 185 57,153
114,519 150,611 67,337 332,467
Total expenditure 2009 —EEAFXHER 699,892 282,979 74,473 1,057,344
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THE HONG KONG INSTITUTE OF EDUCATION &E#&#E 26z
(Expressed in Hong Kong dollars unless otherwise stated) (k5B #8H5 » BT < 3B AENT)

24 Expenditure (Continued) 24 i ()
(a) Analysis of operating expenses - Institutional support (F7) OBEAY DT - HETE
2010 2009 2010 2009
$'000 $'000 $'000 $'000
BETT BT BET T BB T
Management and general BEER—RITH
Office expenses I NEN Y 7,497 24,336 7,292 24,157
Professional and legal fees HEREEER 602 617 484 617
General insurance — IR 836 909 800 873
Auditor's remuneration ZEET BN & 703 690 531 522
Minor equipment and NUREE R R E
system implementation 2,389 1,489 2,389 1,489
12,027 28,041 11,496 27,658
Premises and related expenses RERERAER
Utilities NEE 9 19,845 18,929 19,363 18,515
Repair and maintenance and #iE  RERNEITIR
minor works 21,689 31,434 21,409 31,059
Premises rental EFHRE 11,227 9,902 10,223 9,171
Government rent and rates 2= i R A 7,181 7,088 7,181 7,088
Cleaning services BRIRS 6,528 6,426 6,441 6,322
Security services IRE AR TS 9,125 8,411 9,080 8,355
Office expenses EENEN Y 5,262 6,490 5,262 6,490
Telecommunications EMER 726 1,045 701 1,020
Minor equipment and NRERRRER
system implementation 1,757 1,731 1,757 1,731
Property insurance bIELSE 516 356 516 356
Notional rental for staff quarters BIFENERMER 376 358 376 358
84,232 92,170 82,309 90,465
Student and general BER —RBBRE
education services
Student hostels expenses BARELH 11,181 13,003 11,181 13,003
Health care centre BRI 2,737 2,592 2,737 2,592
Scholarship, bursaries and RED - BHESH
prizes to students BARS 7,426 7,752 7,375 7,601
Extra-curricular activities RINEED 5,888 4,383 5,888 4,383
Office expenses EINEA 5 1,375 4,536 1,375 4,536
Others HAph 103 373 103 373
28,710 32,639 28,659 32,488
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THE HONG KONG INSTITUTE OF EDUCATION EHE# A 26t
(Expressed in Hong Kong dollars unless otherwise stated) (5 S B#BFSN - BT < BB AELT)

25  Employee benefits expenses 25 [EEEFEX
Group =& Institute
2010 2009 2010 2009
$'000 $'000 $'000 $'000
BT BT BT T BT
Wages and salaries T& MEM 633,508 611,319 585,205 565,796
Unutilised annual leave AETEEFR 2,861 9,139 2,802 8,813
Gratuities 2w 25,905 24,978 24,550 23,780
Contributions to MPF scheme MR TE S FT B AR 10,364 10,080 9,055 8,813
Contributions to superannuation MAEE T B HERK
scheme 42,016 43,019 42,016 43,019
Provision for long service payment RERGeEE (68) 112 (68) 112
Housing benefits EEEF] 26,094 33,391 26,094 33,391
Other staff related benefits b SRR 17,366 16,818 16,550 16,168
758,046 748,856 706,204 699,892
(a) Higher paid staff () =¥FEE
Total annual equivalent emoluments irrespective of the funding SHEENFHEELEE (TEHE
sources for the higher paid staff are analysed as follows: SHORIE]) AHTAT :

Group and Institute 7S£ A

2010 2009
$'000 $'000
BT T BT T
Basic salaries, housing allowances, K% - BE25 -
other allowances and benefits H =B R E W
in kind 24,560 25,681
The above emoluments fell within the following bands: L mBER T T

Number of staff EE#E

2010 2009

Emoluments bands: 48R :
$1,800,001 - $1,950,000 75151,800,0017T - 711,950,000 3 3
$1,950,001 - $2,100,000 75#1,950,0017T - #2,100,0007T 4 2
$2,100,001 - $2,250,000 75#2,100,0017T - #%2,250,0007T 1 1
$2,250,001 - $2,400,000 7#5#62,250,0017T - #%2,400,0007T 1 1
$2,400,001 - $2,550,000 751£2,400,0017T - 712,550,000 - 1
$2,550,001 - $2,700,000 75#2,550,0017T - B#2,700,0007T - =
$2,700,001 - $2,850,000 7#5#2,700,0017T - 5%2,850,0007T - 1
$3,000,001 - $3,150,000 7#5%3,000,0017T - #%3,150,0007T 1 1
$3,150,000 - $3,300,000 753,150,001 7T - 73,300,000 1 =
$3,450,001 - $3,600,000 75#£3,450,0017T - %3,600,0007T - 1
11 11
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THE HONG KONG INSTITUTE OF EDUCATION EHAHE 25
(Expressed in Hong Kong dollars unless otherwise stated) (5 5B #BF5) » BB & 8B A ENT)

25 Employee benefits expenses (Continued) 25

(b) Key management personnel compensation

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

BERANFEX (A)

() EEZEEBAEHMH
AEBMHGHNETEZEEABIEREN
MEERE - IERIEHIANEEFHPT
BN EREEAE - I EEN T
T

TE& - HERR

Salaries, wages and allowances

Employer’s contribution to BEFHERARES MK
retirement schemes
Provision for gratuities and K9 & R 2 B R
unutilised annual leave
26  Finance cost 26

Group and Institute <& B

EXNERHE
EREBENERNE

Effective interest on borrowings
Effective interest on financial assets

27 Taxation 27

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

2010 2009
$'000 $'000
BT T BETT
15,938 13,476
293 63
1,645 2,724
17,876 16,263
I o
2010 2009
$'000 $'000
BT BT
167 206
(10) 31
157 237
BiIE

Rig (BB ED) 55881% - #be kXHE AR
BERRHRBENEN -
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THE HONG KONG INSTITUTE OF EDUCATION EHB# B 2k
(Expressed in Hong Kong dollars unless otherwise stated) (5 SB#BFSN + BT & BB AELT)

28 Notes to consolidated cash flow statement 28 HREREREBRMHE

(a) Cash used in operations (F) =ZEMANRE

2010 2009

Note $'000 $'000

Bt BT T T

Deficit for the year AEFEEEHE (54,643) (124,774)
Adjustments for: AEIER

- Depreciation -IE 4 83,471 75,175

- Loss/(gain) on disposal of - HERTEEEEE / (W)
fixed assets 8 (127)
- Net investment (gain)/loss from - RAREEF ABRT

financial assets at fair value SRMEENTFIRE
through profit or loss (Mezx) / 51 21 (1,179) 2,937
- Dividend gain - R B 21 (305) (372)
- Grants transferred from -BRECEARESH
deferred capital funds e 16 (82,617) (74,590)
- Interest income - F B A 21 (12,767) (28,191)
- Finance cost - BATS AR 26 157 237
- Exchange differences -ERERE 29 =
Changes in working capital: HEESHNEE :
- Increase in accounts receivable, - RERK - ke Rk
deposits and prepayments FEfFFRIEH N (12,272) (7,567)
- Increase in provision of - {E BRI N 2,246 12,102
employee benefits
- Decrease in accounts payable - ERTBRR R FEST SRIRR (17,156) (36,759)
and accruals
- Increase in deferred income - IEFEUASE N 3,379 2,356
Cash used in operations SEMARS (91,649) (179,573)
(b) In the cash flow statement, the disposal of fixed assets is analysed () #“HEREEX LEETEESWTN
as follows: L
Group #~5%E
2010 2009
Note $'000 $'000
Ktz BETT BT
Net book amount BRENFE 4 8 5
(Loss)/gain on the disposal HE (E518) / Was (8) 127
Proceeds from the disposal HEFT1S A

. 132
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THE HONG KONG INSTITUTE OF EDUCATION EHAHE 25
(Expressed in Hong Kong dollars unless otherwise stated) (5 5B #BF5) » BB & 8B A ENT)

29 Capital commitments 29 EBXEE
As at 30 June 2010, the Group and Institute had capital commitments on RZZ—ZF A=1H AEERHGRHEE
leasehold improvements, furniture and fixtures as follows: YIERE - RAREEEENENFENT

Group and Institute <&@

2010 2009
$'000 $'000
BYETT BB T
Contracted but not provided for BELNEREE 29,445 39,151
Authorised but not contracted for BHERREL 3,013 3,013
32,458 42,164
30 Commitments under operating leases 30 AEEEENERE
(@  Asat30June 2010, the Group and the Institute leased a property (F) RZZ—ZFXA=+H FAEERH
under an operating lease arrangement with a term of three ARE-EGLEELHET —EY
years. ¥ RBHI=F-
At the balance sheet dates, the Group and Institute had future WNEER - NEBRHGEE —BYE
aggregate minimum lease payments under non-cancellable KR A B LT E v AR RSN
operating leases in respect of a property as follows: HRAEENT ¢
Group and Institute Z~& @
2010
$'000
BYETT
Within one year —FRN 7,020
Operating lease charges for the year ARNEELLHEELTH 9,140 8,040
(b) As at 30 June 2010, the Group and Institute had future aggregate () RZZE—ZFXA=1+H ~EEBEH
minimum lease receipts under operating leases in respect of PR EY R 2 TRl G B HE 2
rental properties as follows: RIR AR & WAL T

Group and Institute <&@

2010 2009
$'000 $'000
BET T BT
Within one year —FR 294 118
After one year but no later than FEEZFRFR
five years 22 -
316 118
The leases typically run for a period based on the terms on the employment HENHEB—RRIBEESHOERTE - &
contracts. Lease are usually reviewed every year to reflect the market SEATFENAE  URMMmSHES -
rentals.
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B IR M
THE HONG KONG INSTITUTE OF EDUCATION &H/AE# A £kt
(Expressed in Hong Kong dollars unless otherwise stated) (5 SB#BFSN + BT & BB AELT)
31 Related-party transactions 31 BHAXRS
Other than those disclosed in Notes 9(c)and 25(b) to the consolidated B TERA B MAMGEI(R) Kk25(2) FrikE
financial statements, the Institute undertook the following significant Sh - HERF R B REEHE BHETTIE
transactions with the HKIEd SCPE during the year: AR e
(@  Commitment under operating leases (F) KEHERRE
- - , . FEMTFES0(F) F - WA D R EE
Included in Note 30(a), certain operating lease rentals for office H 58 b 2 S B 50 B T
premises of the Institute will be absorbed by the HKIEd SCPE for T

its use as follows:

Group and Institute 25

2010 2009

$'000 $'000

BT T BT T

Within one year —FR 1,993 2,553
(b) Other transactions () EHEiR5s

Group and Institute <&M

2010 2009
Note $'000 $'000
HifaE BT BT
Office expenses under HIA 2B RAEK] A
“Learning and research” MAERZ
- Service fee to printing unit - BTEIRIEMI A RIS E (a) (F) (36) (235)
Service and management fee income R REEEUA
- Staff cost recharged for human - BRANBRIZEEER
resources support BB (b) (Z) 1,169 2,249
- Outsourced teaching fee income - INHIRHEBBIRA R
and administrative fee income TTEREWA (c) (@) 4,436 7,441
Rental income A A (d)(T) 5,154 5,224
Note : Bz
(a) Service fee to printing unit was charged in accordance with the terms mutually (F) 16 T ENRIZE iz A9 AR 155 B T 1R 1R A e B3 B 5 R 407 1
agreed by the Institute and HKIEd SCPE. AR
(b) Staff cost was recharged at actual cost of seconded staff. (2) 18 8 KA IZ AT 15 918 8 B9 BB ARk ] -
(c) Outsourced teaching fee income was charged by the Institute in accordance with (A) SINAIE) BB BN THIR I & 77 iz 9 5K A 2B R = 51
the terms mutually agreed by both parties. Outsourced administrative fee income HETTR B AL E L B BB KA E -
was charged at actual cost incurred.
(d) Rental income was charged in accordance with the terms mutually agreed by both (T) TS WA TIARIEEE 5 1525 10U BR o

parties.
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THE HONG KONG INSTITUTE OF EDUCATION EE#E 25z

(Expressed in Hong Kong dollars unless otherwise stated) (5575 #8551

32.

33.

Accounting estimates and judgements

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

Possible impact of amendments, new standards and
interpretations issued but not yet effective for the year
ended 30 June 2010

Up to the date of issue of these financial statements, the HKICPA has
issued a number of amendments, new standards and interpretations
which are not yet effective for the year ended 30 June 2010 and which
have not been adopted in these financial statements.

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

and financial position.
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Report of the Trustee
BRARSE

THE HONG KONG INSTITUTE OF EDUCATION SUPERANNUATION SCHEME FA#BEZRAEETE
(Expressed in Hong Kong dollars unless otherwise stated) (5 SB#BFSN + BT & BB AELT)

Report of the Trustee ST AIRE

For the year ended 30 June 2010 BZ=Z—ZFF A=+ HILFE

The Trustee presents its annual report and the financial
statements of The Hong Kong Institute of Education
Superannuation Scheme (“the Scheme”) for the year ended
30 June 2010.

Introduction

The Scheme was established on 1 September 1995 to provide benefits on
retirement, death, ill-health and termination of employment to its Scheme
Members. It was registered under the Hong Kong Occupational Retirement
Schemes Ordinance (“ORSO”) on 12 December 1995.

There were 411 (2009: 415) Scheme Members at the end of June 2010. Total
contributions paid and payable into the Scheme during the year ended 30 June
2010 amounted to HK$40 million (2009: HK$40 million). Of this, Scheme
Members and the Hong Kong Institute of Education contributed at the rate of 5%
and 15% of the Scheme Members’ basic salaries respectively.

The assets of the Scheme are invested in Sub-Funds of the RCM Choice Fund
including the RCM Balanced Fund (Ordinary Class - A), RCM Capital Stable Fund
(Ordinary Class - A), RCM Growth Fund (Ordinary Class - A), RCM Stable Growth
Fund (Ordinary Class - A), RCM HK$ Liquidity Fund (Ordinary Class) and Absolute
Return Fund (Ordinary Class - A). The assets of the Scheme were also invested
in Sub-Funds of the Fidelity Advantage Portfolio Fund (Ordinary Units) including
Balanced Fund, Capital Stable Fund, Growth Fund, Stable Growth Fund and US
Dollar Money Fund. Fidelity Advantage Portfolio Fund is a unit trust established
as an umbrella fund managed by FIL Investment Management Limited. The
net asset value of the Scheme as at 30 June 2010 was HK$403 million (2009:
HK$367 million).

BRYBERARE 8 (A TEBE 45t
g ) NERARRREE-Z-2FA
ETHILEFENBFRERMBERE

i

5l

REFER—NANEFNA—BKIL - BEFEIKE R
BIR S 5 MBREBRRE - AFEER—NANA
FHZATZAREEE BERAREEND) AT
fE CRORFHEIRDL) ) BIRE - SERGEM T4 -

%

R-T—TFA=TH  FEKEHE411H(Z
ZENF  415%) HEZ-ZTFRA=THILF
B A BN RENSHKARERBE4,00087T
(ZZZTNF : BHE400087T) - HEIRENHKER
HEAFHEM5% @ METHKBISHABKEELRS
LH15% o

et B EERENRCMBEESWIERES - B1F
HEES(ER—A)  BEALES(EB—A) - BRE
D(EBE—A) - BESRES(LE—A) BLReE
S(EBARBEEORES(ER—A) NAENEE
TRENSEEUREEAEGES(TR)NNEBES &
BHEES  BABTES  HEEES - FRERE
SMETERES FEEURBHEHEGESE—HE
FHEM{EFLES  AFIL Investment Management
Limited &2 - R=ZZE—FFA=1H  KtEINE
EFEABEALMBIL(ZTTNE  AE367ET) -
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Report of the Trustee
ERARE

THE HONG KONG INSTITUTE OF EDUCATION SUPERANNUATION SCHEME F#&# A Zk ATE4 a2l
(Expressed in Hong Kong dollars unless otherwise stated) (5 5B #BF5) » BB & 8B A ENT)

Trustee

HSBC Institutional Trust Services (Asia) Limited, the trustee, is responsible for the
administration and investment policy of the Scheme.

Membership

Membership of the Scheme is a condition of employment for all employees hired
on superannuable terms on or after 1 September 1995 who have not elected to
join the MPF Scheme subsequent to December 2000.

Membership of the Scheme is optional for employees who transferred to the
Institute from the Civil Service subject to the Pensions (Special Provisions) (The
Hong Kong Institute of Education) Ordinance (“Pension (Special) Ordinance”) on
or after 1 September 1995. Only those who opted for the Frozen Pension Scheme
would be eligible to become members of the Scheme.

An analysis of the number of Scheme Members is as follows:

FEA

ERNESRBETRSE (EMN) ERABEELRTE
WEENMREBOR -

3=
AR—ANEFAA - BRAERERLESERERT
AERBE_TETF+ - AR2TRESHENM
BRE - HEMARGE

ERE-NANEFNA—BRAE B AT E BB
X CGRIK (FRlER) (BERESE) &) REH
B8 BIMAAGSELSETRERRE - ERACERR
ERASFEIE - A RRAFTEIKE -

AT RET IR B ABE DT

Active members at beginning of the year FERIRRKE

New member joining FAKK &

Members leaving prior to retirement TERIRRIBEFR T EIFK B
Retired members ERREK B

Active members at end of the year FEKRERNKE

Officers and advisors

Employer : The Hong Kong Institute of Education
Trustee : HSBC Institutional Trust Services (Asia) Limited
Scheme administrator : HSBC Institutional Trust Services (Asia) Limited

Auditors : KPMG
Certified Public Accountants

Enquiries : Any enquiry regarding the Scheme should be
addressed to:

HSBC Institutional Trust Services (Asia) Limited
No. 1 Queen’s Road, Central
Hong Kong

For and on behalf of the Trustee,

HSBC Institutional Trust Services (Asia) Limited

Hong Kong, 12 Oct 2010
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Independent Auditor’s Report
BIUZEMBRESE

THE HONG KONG INSTITUTE OF EDUCATION SUPERANNUATION SCHEME FA#BEZRAEETE
(Expressed in Hong Kong dollars unless otherwise stated) (5 SB# 85N + BB & BB BELNT)

Independent Auditor’s Report By #ZEEhikEE

To the Trustee of The Hong Kong Institute of Education
Superannuation Scheme (“the Scheme”)

We have audited the financial statements of the Scheme set out on pages 67 to
84, which comprise the statement of net assets available for benefits as at 30
June 2010, and the statement of changes in net assets available for benefits and
the cash flow statement for the year then ended, and a summary of significant
accounting policies and other explanatory notes.

Trustee’s responsibility for the financial statements

The Trustee of the Scheme is responsible for the preparation and the true and
fair presentation of these financial statements in accordance with Hong Kong
Financial Reporting Standards issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”), the terms of the Trust Deed and the Hong
Kong Occupational Retirement Schemes Ordinance. This responsibility includes
designing, implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies; and making accounting estimates that
are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on
our audit and report our opinion solely to you, as a body, and for no other purpose.
We do not assume responsibility towards or accept liability to any other person for
the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing
and with reference to Practice Note 860.1 “The audit of retirement schemes”
issued by the HKICPA. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance as
to whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor’s judgement, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to
the Scheme’s preparation and true and fair presentation of the financial statements
in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the
Scheme’s internal control. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting estimates
made by the Trustee, as well as evaluating the overall presentation of the financial
statements.
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Independent Auditor’s Report
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THE HONG KONG INSTITUTE OF EDUCATION SUPERANNUATION SCHEME &A#E SR ATES:TE
(Expressed in Hong Kong dollars unless otherwise stated) (k5B #8H5 » BT < 3B AENT)

Independent Auditor’s Report B Z B TR & E

To the Trustee of The Hong Kong Institute of Education
Superannuation Scheme (“the Scheme”) (Continued)

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

Opinion

In our opinion, the financial statements give a true and fair view of the disposition
of the assets and liabilities of the Scheme as at 30 June 2010, and of its financial
transactions and cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards and have been properly prepared in accordance
with the terms of the Trust Deed.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

12 Oct 2010
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Compliance Report
BIUIZBMERKREE
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(Expressed in Hong Kong dollars unless otherwise stated) (5 S B # S + B S BB BELNT)

Compliance Report B B E SR RES

By the independent auditor to the Trustee of The Hong
Kong Institute of Education Superannuation Scheme (the
“Scheme”)

We have audited the financial statements of the Scheme for the year ended
30 June 2010 in accordance with Hong Kong Standards on Auditing and with
reference to Practice Note 860.1 “The audit of retirement schemes” issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA”), and have issued
an unqualified auditor’s report thereon today.

Pursuant to section 20 of the Hong Kong Occupational Retirement Schemes
Ordinance (“ORS0Q”), we are required to report whether the Scheme complied
with certain requirements of the ORSO.

Respective responsibilities of the Trustee and auditor

The ORSO requires the Trustee to ensure that:

(a) proper accounts and records are kept as regards all assets, liabilities and
financial transactions of the Scheme;

(b) contributions are made in accordance with the terms of the Scheme;

(c) the assets of the Scheme are not subject to any assignment, charge,
pledge or other encumbrance except for those specified in section 20(3)
(b)(iii) of the ORSO; and

(d) the requirements of section 27(2) of the ORSO are complied with.

It is our responsibility to report solely to you on the Scheme’s compliance with the
above requirements based on the results of the procedures performed by us 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 conclusion

We conducted our engagement in accordance with the Hong Kong Standard
on Assurance Engagements 3000 “Assurance engagements other than audits
or reviews of historical financial information” and with reference to Practice
Note 860.1 “The audit of retirement schemes” issued by the HKICPA. We have
performed such procedures as we considered necessary for the purpose of
reporting on the Scheme’s compliance with the above requirements.
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Compliance Report
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THE HONG KONG INSTITUTE OF EDUCATION SUPERANNUATION SCHEME HF#E# B2k AES 2
(Expressed in Hong Kong dollars unless otherwise stated) (557 3855

 FTE & LB S B L)

Compliance Report BIAZEESRBES

By the independent auditor to the Trustee of The Hong

Kong Institute of Education Superannuation Scheme (the
“Scheme”) (Continued)

Conclusion

Based on the foregoing, in our opinion:

(a)

KPMG

proper accounts and records have been kept during the year ended 30
June 2010 as regards all assets, liabilities and financial transactions of the
Scheme during the year ended 30 June 2010;

contributions have been made in accordance with the terms of the
Scheme during the year ended 30 June 2010 and there was no shortfall
between the assets and the aggregate vested liability of the Scheme as at
30 June 2010;

at 30 June 2010, the assets of the Scheme were not subject to any
assignment, charge, pledge or other encumbrance except for those
specified in section 20(3)(b)(iii) of the ORSO; and

at 31 December 2009, 31 March 2010 and 30 June 2010, the
requirements of section 27(2) of the ORSO have been complied with.

Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

12 Oct 2010
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Statement of Net Assets Available for Benefits
AHENERFER

THE HONG KONG INSTITUTE OF EDUCATION SUPERANNUATION SCHEME &A# B 2R AEE:TE
(Expressed in Hong Kong dollars unless otherwise stated) (5 S B#BFSN - BT < BB AELT)

Statement of Net Assets Available for Benefits
AREINEEFRER
B

2010 2009
Note HK$ HK$
HiaE ke ok
Financial assets at fair value BRAARBESABZN
through profit or loss SREE 5 407,248,015 369,435,222
Current assets REEE
Accounts and other receivables FEUBR TR B EL A FE R 561,856 60,951
Cash at banks RITIER 2,715,390 2,282,648
3,277,246 2,343,599
Current liabilities REIEE
Accounts and benefits payable FERERR AR 4(a)(iii) 7,386,004 5,014,483
Net current liabilities REEEFE (4,108,758) (2,670,884)
Net assets available for benefits sTEIR B G AR
attributable to Scheme Members EEFE 403,139,257 366,764,338
For and on behalf of the Trustee, REEFFEA
HSBC Institutional Trust Services (Asia) Limited EEHBETERE GEN) BRAF

The notes on pages 70 to 84 form part of these financial statements.
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Statement of Changes in Net Assets Available for Benefits

AHENEEFEEZHXR

THE HONG KONG INSTITUTE OF EDUCATION SUPERANNUATION SCHEME &A#E SR ATES:TE
(Expressed in Hong Kong dollars unless otherwise stated) (k5B #8H5 » BT < 3B AENT)

Statement of Changes in Net Assets Available for Benefits
ARENEEFEEBR

For the year ended 30 June 2010
Investment return

Interest on cash deposits

Net realised gain on disposal of financial
assets at fair value through profit or loss

Net unrealised gain/(loss) on financial
assets at fair value through profit or loss

Management fee rebate income

Expenses

Trustee and custodian fees
Administration fee

Professional fees

Miscellaneous expenses
Unrealised exchange (loss)/gain

Net income/(loss) for the year
Contributions received and receivable
Benefits paid and payable

Net increase/(decrease) in net assets
available for benefits

Net assets available as at 1 July

Net assets available as at 30 June

Note
Hitat

BE-Z2-ZEA~A=1tHLEE
BREE R

BEFHME
HERARBEFABENSE
BEMBERIEFE
BAREEFABENEREED
RER Y/ (B1R) 58
EREMEOKA

X 6

ERANFEEAER
THE R

B REXRGE
IR
RERER (B518) / Was

REEFWA / (BIR)
B e R 7
B REMNEF

AREREEREE M/
(D) FE

RtA—-BRWAHEERE
RANA=THNAHEERE

The notes on pages 70 to 84 form part of these financial statements.
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2010 2009

HK$ HK$

B B

- 851

7,941,923 1,608,283
13,842,390 (56,105,413)
419,720 365,915
22,204,033 (54,130,364)
(1,192,281) (1,072,898)
(74,750) (77,250)
(149,475) =

= (63)

(10,319) 84,214
(1,426,825) (1,065,997)
20,777,208 (55,196,361)
40,272,007 40,017,020
(24,674,296) (6,497,606)

36,374,919 (21,676,947)
366,764,338 388,441,285
403,139,257 366,764,338




Cash Flow Statement
ReRER

THE HONG KONG INSTITUTE OF EDUCATION SUPERANNUATION SCHEME &A# B 2R AEE:TE
(Expressed in Hong Kong dollars unless otherwise stated) (5 S B#BFSN - BT < BB AELT)

Cash Flow Statement

RERER

2010 2009
HK$ HK$
For the year ended 30 June 2010 BE-_Z2-ZFE~A=tHLEE
Operating activities BEEK
Net income/(loss) for the year REFFWA | (B18) 20,777,208 (55,196,361)
Adjustments for: FHEIFE

- Net realised gain on disposal of financial

- HERAABERFABEDN

assets at fair value through profit or loss CHEEND FRINE TR (7,941,923) (1,608,283)
- Net unrealised (gain)/loss on financial - BRRBEMABINEHEEDN
assets at fair value through profit or loss AEWR (W) / BiEFE (13,842,390) 56,105,413
- Interest income - FBEMWA - (851)
- Unrealised exchange loss/(gain) - REIRIE N BB/ (W) 10,319 (84,214)
Cash used in operations EEARS (996,786) (784,296)
Increase in accounts and other receivables JE U B 3R R L At P MR 0 - (60,873)
(Decrease)/increase in accounts and FERTERRRABT (R4 /30N
benefits payable (2,006,138) 282,085
Contributions received B 40,272,007 40,017,020
Benefits paid BfEF (9,251,587) (6,497,606)
Net cash generated from operating activities EEEBELENRSER 28,017,496 32,956,330
Investing activities REXH
Purchase of financial assets at fair value BARARBEFABEN
through profit or loss EREE (77,153,256) (79,972,383)
Proceeds from sale of financial assets HERARBE ABED
at fair value through profit or loss SRVEENATERIE 49,568,502 47,128,307
Interest received B ALE - 851
Net cash used in investing activities REXBFMANESFE (27,584,754) (32,843,225)
Net increase in cash and cash equivalents REeRASEEYNILMFE 432,742 113,105
Cash and cash equivalents at 1 July REtA—BANRERELEEY 2,282,648 2,169,543
Cash and cash equivalents at 30 June RARB=+THNRERELSEEY 2,715,390 2,282,648

Cash and cash equivalents represents cash at banks.
R RESFEVIERSTEA

The notes on pages 70 to 84 form part of these financial statements.
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Notes to the Financial Statements
B RS R R M

THE HONG KONG INSTITUTE OF EDUCATION SUPERANNUATION SCHEME &EAHE 2R E& T E

(Expressed in Hong Kong dollars unless otherwise stated) (k5B #8H5 » BT < 3B AENT)

Notes to the Financial Statements Bt ¥R R Kz

(@)

(b)

(c)

(d)

(e)

Description of the Scheme

Constitution of the Scheme

The operation of The Hong Kong Institute of Education Superannuation
Scheme (“the Scheme”) is governed by the Trust Deed dated 19 October
1995. The Scheme was registered under section 18 of the Hong Kong
Occupational Retirement Schemes Ordinance (“ORSO”) on 12 December
1995.

With the implementation of the Mandatory Provident Fund (“MPF")
Schemes Ordinance on 1 December 2000 in Hong Kong. The Hong Kong
Institute of Education (“the Institute”) also participates in a master trust
MPF scheme operated by an independent service provider (“the MPF
MPF-exempted recognised ORSO
scheme, all the employees who joined the Institute before 1 December

Scheme”). As the Scheme is an

2000 on superannuable terms were given the option to elect between the
Scheme and the MPF Scheme.

Principal employer

The principal employer of the Scheme is The Hong Kong Institute of
Education.

Parties to the Scheme

In additions to the members, HSBC Institutional Trust Services (Asia)
Limited is the trustee, custodian and administrator of the Scheme.

Scheme termination

The Scheme may be terminated by the Institute by giving 1 month’s prior
notice in writing to the Trustee of the Scheme, who should then notify
members that the Scheme would be terminated as soon as practicable.

Membership

An analysis of the number of members of the Scheme is as follows:

R EINAR

A EIMRR L

ERBESRAES ([FRHE]) WEEAR
HER-ANTFE+ATIBRIZINEFTRY
PRER - A ER—AARAF+=—A+=HAR
EES (BERAEEIEDD)  ( CRIRETEIE
B ) E18HEEwM

BeE CRBlERED ([8ES] ) FHEIEDD
R-ZZZF+_A-BEEEEMN - BB
FER ([#k]) bRNS2EMBIRBHE
[ERIFT BRI S R ERERTE]  ( [RTES
sHEll ) - ARAFBIR AT ERBIERTE
S EERBLNORIRAE £E-FF
ZE+ - A-RAARAESETRERNAEE
8 - JREBS A Bl E et S -

\

TREE
AABNEBETIATEHESE

R ENB RS

BT EHEIEE IS - ESMIBEFEIRT (M)
BERARZARFEINETA  TEARERE
Ao

#ZibEtE

Al — 8 AR A AT BERAREE SR
BHABKIEAGEEBA - MAFEERA
R B AEERTHRENFRBMTEKE
AR B TR -

4=
AAEREHENITAT -

At the beginning of the year F

Add: New members hn 8

Less: Withdrawals R BN B
Retirements RIRKE

At the end of the year FR
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(Expressed in Hong Kong dollars unless otherwise stated) (5 S B # S + B S BB BELNT)

(f)

(@

(b)

Description of the Scheme (Continued)

Funding policy

The Scheme is a defined contribution scheme. Members of the Scheme
(“Scheme Members”) and the Institute contribute 5% and 15% of the
Scheme Members’ basic monthly salary respectively to the Scheme.
Benefits are paid to the Scheme Members on their retirement or on
leaving employment subject to certain conditions as stipulated in the
Trust Deed.

Statement of compliance and basis of preparation of
financial statements

Statement of compliance

The financial statements have been prepared in accordance with Hong
Kong Financial Reporting Standards (“HKFRSs”), a collective term
that includes all applicable individual HKFRS, Hong Kong Accounting
Standards (“HKASs”) and Interpretations issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”), accounting
principles generally accepted in Hong Kong and the requirements of the
ORSO.

The HKICPA has issued the following amendments to HKFRS that are first
effective for the current accounting period of the Scheme and relevant to
the Scheme’s financial statements:

- Amendments to HKFRS 7, Financial instruments: Disclosures -
Improving disclosures about financial instruments

As a result of the adoption of the amendments to HKFRS 7, the financial
statements include expanded disclosures in note 4 about the fair value
measurement of the Scheme’s financial instruments, categorising these
fair value measurements into a three-level fair value hierarchy according
to the extent to which they are based on observable market data. The
Scheme has taken advantage of the transitional provisions set out in the
amendments to HKFRS 7, under which comparative information for the
newly required disclosures about the fair value measurements of financial
instruments has not been provided.

The Scheme has not applied any new standard or interpretation that is not
yet effective for the current accounting period (note 12).

Basis of preparation of the financial statements

The measurement basis used in the preparation of the financial statements
is historical cost except thatinvestments are stated at fair value as explained
in the accounting policies set out below. The net assets of the Scheme, as
disclosed on the statement of net assets available for benefits, are shown
before the deduction of any obligations to pay retirement benefits in the
future. A summary of the significant accounting policies adopted in the
preparation of the Scheme’s financial statements is set out in note 3.

Notes to the Financial Statements
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Notes to the Financial Statements
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3
(@

(b)

(c)

Significant accounting policies

Financial assets at fair value through profit or loss

The Scheme classified its investments in unit trusts as financial assets at
fair value through profit or loss.

Regular purchases and sales of investments are recognised on trade-
date, the date on which the Scheme commits to purchase or sell the
asset. Financial assets carried at fair value through profit or loss are
initially recognised at fair value and transaction costs are expensed in
the statement of changes in net assets available for benefits. Financial
assets at fair value through profit or loss are subsequently carried at fair
value. Changes in the fair value are included in the statement of changes
in net assets available for benefits in the period in which they arise.
Investments are derecognised when the rights to receive cash flows from
the investments have expired or have been transferred and the Scheme
has transferred substantially all risks and rewards of ownership.

Investments in unit trusts are accounted for at fair value based on quoted
bid prices.

Accounts and other receivables

Accounts and other receivables are initially recognised at fair value and
thereafter stated at amortised cost using the effective interest method,
less provision for impairment. A provision for impairment of receivables
is established when there is objective evidence that the Scheme 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 carrying amount of the assets is reduced through the
use of an allowance account, and the amount of the loss is recognised
in the statement of changes in net assets available for benefits. When a
receivable is uncollectible, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are credited to
the statement of changes in net assets available for benefits.

Accounts and benefits payable

Accounts and benefits payable are initially recognised at fair value and
stated at amortised cost using the effective interest method, unless the
effect of discounting would be immaterial. They are classified as current
liabilities unless the Scheme has an unconditional right to defer settlement
or liability at least 12 months after the balance sheet date.

The Hong Kong Institute of Education Financial Report 2009/2010
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(d)

(e)

(f)

(g

(h)

Significant accounting policies (continued)

Cash and cash equivalents

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

Recognition of investment income

Gains and losses arising from changes in the fair value on financial assets
at fair value through profit or loss are dealt with through the statement of
changes in net assets available for benefits in the period in which they
arise.

Interest income on deposit is recognised on a time proportion basis using
the effective interest method.

Management fee rebate income is recognised as income when it is
probable that they will be received, which is generally upon their receipt.

Translation of foreign currencies

Foreign currency transactions during the year are translated into the
Hong Kong dollars using the exchange rates ruling at the transaction
dates. Monetary assets and liabilities denominated in foreign currencies
denominated in foreign currencies are translated into Hong Kong dollars
at the exchange rates ruling at the balance sheet date. Exchange gains
and losses are recognised in the statement of changes in net assets
available for benefits.

Translation differences on non-monetary items, such as financial assets
at fair value through profit or loss, are recognised in the statement of
changes in net assets available for benefits as part of the fair value gain or
loss.

Contributions

Contributions are accounted for on an accruals basis.

Benefits paid and payable

Benefits paid and payable represent all benefit claims determined by the
Trustee to be valid in respect of the Scheme during the year in respect of
Scheme Members who have left the Scheme and are accounted for on
an accruals basis. No provision is made in the financial statements for
benefits that will become payable to existing members of the Scheme in
the future.
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BB E R BE)

3
(d)

Notes to the Financial Statements
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(i)

()

Significant accounting policies (continued)

Obligations to pay retirement benefits in the future

Details of the Scheme’s obligations to pay retirement benefits in the future
are set out in note 10. No provision is made in the financial statements
for this liability except to the extent indicated in note 3(c). The terms
“aggregate vested liability” and “aggregate past service liability”, as used
in note 10, have the same meaning as defined in section 2(1) of the

ORSO. They may be broadly defined as follows:

Vested liabilities relate primarily to those benefits that would be payable if
an employee had voluntary resigned and thereby ceased to be employed
on the date of valuation.

Past service liabilities represent the aggregate of contributions paid
and payable by the employer and the Scheme Members, together with
any declared investment return on those contributions on the date of
valuation.

For the full definition of these terms, reference should be made to the
ORSO.

Related parties

For the purposes of these financial statements, a party is considered to be
related to the Scheme if:

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

(i) the Scheme and the party are subject to common control;

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

(iv) the party is a close family member of a party referred to in (i) or is an
entity under the control, joint control or significant influence of such
individual.

Close family members of an individual are those family members who
may be expected to influence or be influenced by, that individual in their
dealings with the entity.
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4 Financial instruments 4

(@) Financial risk factors (a)

The Scheme’s objective is to achieve capital growth through investing
in a selection of funds managed by RCM Asia Pacific Limited and FIL
Investment Management (Hong Kong) Limited.

The Scheme is exposed to market price risk, credit risk, liquidity risk,
interest rate risk and foreign currency risk arising from the financial
instruments it holds. The risk management policies employed by the
Scheme to manage these risks are discussed below:

(i) Market price risk

The Scheme is subject to market price risk in relation to its
investment in units trusts for prices in the future are uncertain.
The units in the underlying fund are classified as financial
assets at fair value through profit or loss in the statement of net
assets available for benefits. The Scheme’s market price risk is
managed through (i) deliberate investment funds selection and
(ii) diversification of the investment portfolio.

As at year end, the overall market price exposure is as follows:

% of
Fair value
AREE
HK$ &%
Financial assets at fair value BARBEFABRZN
through profit or loss EREE 15,498,820
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EENBREAS  UEIEAEE -

KB EERFASRMITAMAZMISER 5
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(i) IS ER R
R EREAEUERESMEMISE
RERAZE  FHEEFEESRRN
EREEEREN - HEESHELE
AHRENEEFERTROER/EAR
EBEFAESNEREE - AHEINT
SERRREBATARNER: () ¥
REESNFENRE - & (i) HRER

BB -

FEFR - EEMSERRRIT

% of
net assets Fair value net assets
HEEFE ~REE HEEFE
ATt HK$# Aath
4% 13,280,036 4%
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4 Financial instruments (continued) 4 EHMIA (&)
(@)  Financial risk factors (continued) (@) H¥EKEE &)
(i) Market price risk (continued) (i miSEERE (&)

TEREAE—_F-ZFER_FFTAFEAX
H=1H  BuETE2AE2EEE
B BT/ TRREIEHEIR B RS ARG EIE
EFENTE - WADTTREBRRSEE
RREVIEEK D T/ TERE% (Z 2 F
NV 5%) MATA & BER & -
ARAGTRIREN DA BEIIRRIER
MWESLARRESTES -

The table below summarises the impact of increases/decreases
from the unit trusts’ underlying benchmark on the Scheme’s net
assets attributable to Scheme Members at 30 June 2010 and
30 June 2009. The analysis is based on the assumption that the
index component within the benchmark increases/decreases by
5% (2009: 5%), with all other variables held constant and that
the fair value of the Scheme’s investment moved according to the
historical correlation with the index.

Benchmark increase / de
BEEE

Impact on net assets available for benefits attributable to Scheme |
HEEIR S EGTHENEE

2010 2009
—E-EF —ETNF
Benchmark components LERIZRAD HK$ & HK$ &4
(1) RCM Choice Fund (1) RCMBRES
Balanced Fund FTSE MPF Hong Kong Index HEES ERAES B BB 3,116,342 3,077,654
FTSE AW North America Index ERIEEEE
FTSE AW Europe Index = RBUMEE
FTSE Japan Index =i B AR S
FTSE AW Asia Pacific ex Japan EREAREE
ex Hong Kong Index (B - HABRIN
Citigroup World Government RS B R AT ES
Bond Index (USD hedged) FEBL (FETTEF)
Citigroup World Government TEEEE R ES
Bond Index (USD) E2 (FET)
MPFA Prescribed Savings Rate BEIMEATESEE
EIRRETARERE
Capital Stable Fund ~ FTSE MPF Hong Kong Index BEEAES ERNBESEBER 179,738 150,242
FTSE AW North America Index EhAEEEE
FTSE AW Europe Index = REUMEE
FTSE Japan Index B8 E AR
FTSE AW Asia Pacific ex Japan B EAREE
ex Hong Kong Index (B - HABRIN
Citigroup World Government EEEEERBTES
Bond Index (USD hedged) TEEL (FRTTEH)
Citigroup World Government TS B ABNTES
Bond Index (USD) e (32T)

MPFA Prescribed Savings Rate
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4 Financial instruments (continued) 4 S®MIA (&)
(@) Financial risk factors (continued) (a) H¥EMEZR &)
0} Market price risk (continued) (i) mEEEERE (&)

Benchmark increase / decre:

2EERE

Impact on net assets available for benefits attributable to Scheme |\
BB B BT HEREES

2010 2009
—E2-ZF —ETHhE
Benchmark components BEEER N HK$ %% HK$ A%
(1) RCM Choice Fund (continued) (1) RCMBRES (&)
Growth Fund FTSE MPF Hong Kong Index HMERES ERAESEBIEH 2,918,184 2,286,364
FTSE AW North America Index EREEEE
FTSE AW Europe Index ERFEUMNIEE
FTSE Japan Index B BB
FTSE AW Asia Pacific ex Japan ERTARIEH
ex Hong Kong Index (B - BARIN
Citigroup World Government B EH ABFES
Bond Index (USD hedged) B8 (ETTEH)
Citigroup World Government TEESEE T RBTES
Bond Index (USD) a8 (£T)
MPFA Prescribed Savings Rate BHEATESE S
ERRFTRARER X
Stable Growth Fund ~ FTSE MPF Hong Kong Index BEERES ERAESESEH 479,263 409,896
FTSE AW North America Index ER LR
FTSE AW Europe Index ERRUMEE
FTSE Japan Index B BAEE
FTSE AW Asia Pacific ex Japan BRI K@IEE
ex Hong Kong Index (B - BABRIN
Citigroup World Government TEEEE T RBTES
Bond Index (USD hedged) S8 (ETTENR)
Citigroup World Government TS B A BT ES
Bond Index (USD) S8 (3£7T)
MPFA Prescribed Savings Rate BN ERE S
B RFTRARER R
Absolute Return Fund ~ FTSE all world BiZEsES BRE2IKEH 10,782 4,018
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4 Financial instruments (continued) 4 SHMIA (&)
(@)  Financial risk factors (continued) (@) H¥EKEE &)
(i) Market price risk (continued) i) mIEERRE &)

Benchmark increase / decr

BEZER

Impact on net assets available for benefits attributable to Schem:
HEEIR S EGTHENEE

2010 2009
—E-EF —ETAF
Benchmark components SELIZRD HK$ &% HKS &
(2) Fidelity Advantage Portfolio Fund (2 EEEURELAEES
Balanced Fund FTSE AW North America Index HEES ERILEES 4,576,395 4,130,242
FTSE AW Asia Pacific ex Japan BRI ARIEE
ex Hong Kong Index (B - HABRIN
FTSE AW Europe Index =R EBUM SR
FTSE MPF Hong Kong Index ERBESEBEH
FTSE AW Japan Index B AR
Citigroup World Government TEPE SR B BT
Bond Index BHEH
Capital Stable Fund ~ FTSE AW North America Index BEABEES BEILFEH 385,560 472,798
FTSE AW Asia Pacific ex Japan ERNEAREH
ex Hong Kong Index (A - BABRIN
FTSE AW Europe Index EEBUMEER
FTSE MPF Hong Kong Index EEATES B BB
FTSE AW Japan Index =i B AR
Citigroup World Government TEIEE B R
Bond Index BHFEE
Growth Fund FTSE AW North America Index HEES ERIEERE 3,153,217 2,282,559
FTSE AW Asia Pacific ex Japan EREAREE
ex Hong Kong Index (AR - HARRIN
FTSE AW Europe Index ERBUMEE
FTSE MPF Hong Kong Index ERBECEBIEH
FTSE AW Japan Index BB B AR
Citigroup World Government eI B R
Bond Index EHIEE
Stable Growth Fund ~ FTSE AW North America Index TEERES ERIEEEH 679,339 465,763
FTSE AW Asia Pacific ex Japan ERIEAREE

ex Hong Kong Index
FTSE AW Europe Index

(AA - FERRIN
EREUM R

FTSE MPF Hong Kong Index ERBESEBEH

FTSE AW Japan Index B B AR

Citigroup World Government TEHEE B R
Bond Index BEHIEE
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4 Financial instruments (continued)

(a) Financial risk factors (continued)

(i)

(iii)

Less than 1 year

Accounts payable

Entitlement payables to bankrupt
members/resigned members

Minimum benefits payable to

Credit risk

The Scheme is potentially subject to concentration of credit
risks which consist principally of balances with investment
managers and bank balances. Their credit risk is limited because
the counterparties are reputable and creditworthy financial
institutions. As such, the credit risk is considered minimal.

The maximum exposure to credit risk is represented by the
carrying amount of each financial asset in the balance sheet.

Liquidity risk

The Scheme is exposed to unexpected withdrawal of cash
benefits. It manages the risk by investing the majority of its
assets in investments that are traded in active markets and can
be readily liquidated.

The table below analyses the Scheme’s financial liabilities into
relevant maturity groupings based on the remaining period at the
balance sheet to the contractual maturity date. The amounts
disclosed in the table are the contractual undiscounted cash flows.
Balances due within 12 months equal their carrying balances, as
the impact of discounting is not significant.

DPR—F

FERTRRIR

FERIREKE / BERH
FHEIRK B HRETS RIA

AR ey iwilk

Mandatory Provident Fund

Other payables

Net assets available for benefits
attributable to Scheme Members

HABRERR

FTEIRK & M AT AR A
BEFE

Notes to the Financial Statements
B mRM

SWMIA &)
BEREREE (&)

(i)

(iii)

FERR

R BI AR ER R ST R AT
FE  EIZEFRERECENERT
RITEH - ARY O S HRERIES
RIFNEFBHE  BtefnERERR
BR Bt FERREREATK -

HiEERBRNESRERENREERRE
RASHREREENREESHE

REESEE

ARETEIE L ETBRHASN IR SN He A
MR - AETEEBEEAINEER
EARNA IR BTSN AN 2R e 1%
BB L kMEREARER -

TRAAFINESRABEREEAGR
B H=&K5IH BRI B A ERE E)
HIMRI AT - U T HRERNHEBE/EAR
ERMDINE - NIRRT BN -
HMAE1218 A MBI IR AR R S 0 HL R
EE -

2010

HK$

i
1,773,782 1,791,239
4,860,913 2,719,621
662,000 404,000
89,309 99,623
7,386,004 5,014,483
403,139,257 366,764,338
410,525,261 371,778,821

ERBHBEBRR2009/201 0 B M E
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4
(@

(b)

Financial instruments (continued)

Financial risk factors (continued)

(iv)

(v)

Interest rate risk

The majority of the Scheme’s financial assets and liabilities are
non-interest bearing; as a result, the Scheme is not subject
to significant risk due to fluctuations in the prevailing levels of
market interest rates. Accordingly, in the opinion of the Trustee,
the changes in market interest rates do not have a significant
impact on the Scheme’s income and operating cash flows and no
sensitivity analysis is performed.

Foreign currency risk

Foreign currency risk arises where future commercial transactions
and recognised assets and liabilities are denominated in a currency
that is not the Scheme’s functional currency. The Scheme holds
assets primarily in United States dollars. As Hong Kong dollars
is pegged to United States dollars under the Linked Exchange
Rate System, the foreign exchange exposure between the United
States dollars and Hong Kong dollars is therefore limited. In
the opinion of the Trustee, the Scheme will not be exposed to
significant exchange rate risk exposure and no sensitivity analysis
is performed accordingly.

Scheme assets risk management

The Scheme’s objectives when managing assets are to safeguard the

quality of the Scheme’s assets in terms of liquidity, sufficiency and

adequacy so as to meet the benefits of the Scheme Members.

In order to achieve its objectives, the Scheme’s investments are properly

managed by professional investment managers under the close review by

the Institute.

The Hong Kong Institute of Education Financial Report 2009/2010
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4
(c)

(d)

Financial instruments (continued)

Fair value information

The amendments to HKFRS 7, Financial instruments: Disclosures, require
disclosures relating to fair value measurements of financial instruments
across three levels of a “fair value hierarchy”. The fair value of each
financial instrument is categorised in its entirety based on the lowest level
of input that is significant to that fair value measurement. The levels are

defined as follows:

Level 1 (highest level): fair values measured using quoted prices
(unadjusted) in active markets for identical financial instruments

Level 2: fair value measured using quoted prices in active markets for
similar financial instruments, or using valuation techniques in which all
significant inputs are directly or indirectly based on observable market
data

Level 3 (lowest level): fair values measured using valuation techniques in
which any significant input is not based on observable market data

At 30 June 2010, the financial instruments of the Scheme carried at fair
value were quoted unit trusts of $407,248,015. These instruments fall
into Level 1 of the fair value hierarchy described above.

During the year, there were no transfers among instruments in Level 1,
Level 2 and Level 3.

Fair value estimation

All financial instruments were carried at amounts not materially different
from their fair values as at 30 June 2010 and 2009. Investments in unit
trusts are fair valued based on quoted bid prices

N kA
BB E R BE)

4
(c)
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5.

Financial assets at fair value through profit or loss

RCM Choice Fund:

RCM Balanced Fund (Ordinary Class A)

RCM Capital Stable Fund (Ordinary Class A)
RCM Growth Fund (Ordinary Class A)

RCM Stable Growth Fund (Ordinary Class A)
RCM HKS$ Liquidity Fund (Ordinary Class A)
RCM Absolute Return Fund (Ordinary Class A)

Fidelity Advantage Portfolio Fund:

Balanced Fund
Capital Stable Fund
Growth Fund

Stable Growth Fund
US Dollar Money Fund

Maximum exposure to credit risk

Expenses

RCMBERES :

HEES (B A)
BEEAES (R A)
WEES (B A)

BEERES (@A)
BIRBES (Ll A)
BEEHRES (K@ A)

EEFUREMASES !

HEES
ERES
FRERESD
ETE¥ES

SRR RS R

During the year, certain expenses, including audit fees, of the Scheme

were borne by The Hong Kong Institute of Education, which will continue

to pay for these expenses until the number of Scheme’s Members reaches

500.

The auditor’s remuneration of $25,000 (2009: $25,000) for the year has
been absorbed by the employer, The Hong Kong Institute of Education.

Contributions received and receivable

Normal contributions from employer
Normal contributions from Scheme Members

The Hong Kong Institute of Education Financial Report 2009/2010
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BARBEFABENEREE

2010 2009

HK$ HK$
91,906,885 91,562,750
12,959,635 9,937,853
63,153,776 50,916,610
19,652,286 16,560,470
25,737,239 32,887,731
1,934,143 1,276,718
89,733,243 81,786,439
7,344,001 9,180,492
63,064,335 46,112,004
13,064,210 9,132,542
18,698,262 20,081,613
407,248,015 369,435,222

>

FARTINRLER (BREZEE) AEAY
BEERAE  EEHAERMEENELE
A BEEFEIREBMABUZR500ER1E

REENZEEH & B H25,000L(ZFZEN
F : B¥25,0007T)EHfER EEFBHA B A

Z o

=

B WK FE AR

2010 2009
HK$ HK$
30,204,005 30,012,765
10,068,002 10,004,255
40,272,007 40,017,020
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8

10

11

(a)

Tax status of the Scheme

The Scheme is registered under the ORSO Ordinance, and is therefore
a recognised scheme for Hong Kong Profits Tax purposes. The policy of
the Inland Revenue Department (“IRD”), as set out in IRD Departmental
Interpretation and Practice Notes No. 23, is that “recognised retirement
schemes and their trustees are not considered to be subject to profits tax
on their investment income”. Accordingly, no provision for Hong Kong
Profits Tax has been made in the Scheme’s financial statements.

Forfeitures

The Superannuation and MPF Schemes Management Sub-committee
has resolved to adopt the Actuary’s recommendation that the forfeited
benefits from the Scheme Members leaving the Scheme prior to reaching
full vesting be allocated to the scheme reserve. The scheme reserve
may be used to pay the scheme expense and be reallocated among the
Scheme Members of the Scheme at the direction of the Trustee.

Obligation of the Scheme to pay retirement benefits to
members in the future

The aggregate past service liability for the Scheme as at 30 June 2010
was $403,139,257 (2009: $366,764,338).

The aggregate vested liability for the Scheme as at 30 June 2010 was
$377,075,350 (2009: $339,159,854).

Related party transactions

Other than as disclosed in note 6 to the financial statements, during the
year, the following significant related party transactions are carried out
with related parties:

Transactions with the Investment Managers

The financial assets in the Scheme are managed by FIL Investment
Management (Hong Kong) Limited and RCM Asia Pacific Limited (the
“Investment Managers”). The Investment Managers provide investment
management services to the Scheme and receive in return of management
fees.

The Scheme also received management fee rebate from the Investment
Managers of $419,720 for the year (2009: $365,915).

8

10

11
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11
(b)

Related party transactions

Transactions with the Trustee and its fellow subsidiary

The Scheme engages HSBC Institutional Trust Services (Asia) Limited
(the “Trustee”) to provide trustee and custodian and administrative
services for a fee of $1,192,281 (2009: $1,072,898) and $74,750 (2009:
$77,250) respectively.

The Scheme also has the following transaction and balance with a fellow

subsidiary of the Trustee:

11
(b)

BBRERS
HBEFARERBRZHBATNRKS
KEHEEAELSHIBETRYE (N BRAR
(MEFEALl) REETA  TEAREEAR
% BRERD R AEE1192281T (ZZZ
FLF - B%1,072,8987T) MiE#E74,7507C (=
ZZNE - BEET7,2507T) ©

AHABTEERAN—KARMEARETT
51122 5 A& ER

Cash and deposits held at year end

12

Bank interest income

RITHSWA

FRATFFRE RFR

Possible impact of amendments, new standards and
interpretations issued but not yet effective for the year
ended 30 June 2010

Up to the date of issue of these financial statements, the HKICPA has
issued a number of amendments, new standards and interpretations
which are not yet effective for the year ended 30 June 2010 and which
have not been adopted in these financial statements.

The Scheme is in the process of making an assessment of what the impact
of these amendments is expected to be in the period of initial application.
So far it has concluded that the adoption of them may result in new or
amended disclosures, and is unlikely to have a signification impact on the
Scheme’s results of operations and financial position.

The Hong Kong Institute of Education Financial Report 2009/2010
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2010 2009

HK$ HK$

- 851
2,715,390 2,282,648
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