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THE CHINESE UNIVERSITY OF HONG KONG
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TREASURER’S REPORT
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Overview

The University has come through a difficult year caused by
the financial crisis around the world and regained financial
strength through prudent financial management. The
University also welcomes the launch of the Fifth Matching
Grant Scheme, which helps sustain the philanthropic
culture of the community and enable the University to
solicit more private donations to augment its development
and new strategic initiatives. With stable recurring funding
from the government and improved operating environment
for non-government funded activities, the University was
able to turn around the overall deficit of $660 million in the
last financial year 2009 to a surplus of $788 million in this
financial year 2010.

For recurrent activities funded by the government, a deficit
of $77 million was incurred as a result of the planned
expansion in preparation for the four-year curriculum
structure. Surplus from non-government activities increased
significantly to $874 million, due to the recovery of the global
financial market and the staunch support of our benefactors
in response to the Matching Grant Scheme.

The University’s financial position was also strengthened
with total net assets stood at almost $10 billion, an increase
of 9% over 2009.

Financial Analysis

The financial statements reflect the total income and
expenditure for both recurrent and non-recurrent activities
funded by government or supported by other non-
government funds. The tables and charts on pages 6 to 8
provide additional information and analysis of the financial
results of the University by different categories and sources
of funding. Comments and highlights in the following
sections refer to the operating results of the University only,
whereas consolidated financial statements have also been
prepared which include the operating results and financial
positions of the four constituent Colleges.
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Operating Results and Financial Position

Income

The total income in 2010 increased by 31% from $4,413
million to $5,773 million, which was attributed to the
substantial increase in donations received from $279
million to $694 million and the improved investment
returns from a loss of $471 million to a gain of $374
million.

Government Subventions, including Block Grants,
Earmarked Grants, Capital Grants and grants from
other government agencies dropped slightly to $2,874
million, mainly due to the funding clawed back by the
University Grants Committee (UGC) following the
implementation of negative pay adjustment for the civil
service during the year.

Tuition, Programmes and Other Fees showed a rise
of $129 million to $1,336 million in 2010. Tuition
fees received from non-UGC funded programmes
contributed to 53% of the total fee income as these
programmes charged a relatively higher tuition fee than
UGC-funded programmes.

Expenditure

Total expenditure in 2010 fell slightly by 2% to $4,985
million from $5,073 million. The reduction was
largely due to savings in the expenses on Institutional
Support.

Expenditure on Learning and Research was maintained
at a steady level of $4,057 million, of which Instruction
and Research continued to be the largest area of the
University’s investment and accounted for 91% of the
expenditure. Itincluded staff costs, operating expenses
and other capital expenses incurred by faculties
and institutes. On the contrary, spending on Library,
Central Computing Facilities and Other Academic
Services declined by 9% to $377 million in 2010, as the
investment in a new integrated and student-oriented IT
system was made in 2009.
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Operating Results

In pursuit of scholarship advancement and in support of
capacity building for the implementation of the four-year
curriculum structure, the University has been drawing
down its reserves in recent years and incurred a deficit of
$77 million in its recurrent government funded activities in
2010. In contrast, the non-government funded activities
recorded a sizable surplus of $874 million due to substantial
donations received at year end and improved returns on
investments for the year. The unspent balance was set
aside for the respective restricted funds to cover future
expenditure.

Balance Sheet Position

The total net assets have resumed positive growth of 9%
from $8,978 million to $9,766 million in 2010, thereby further
building up the financial capacity of the University. Cash
and Short-term Deposits reduced by 13% to $3,607 million
as more funds were switched to investment portfolio with
a view to capitalizing on the recovering global financial
market. Coupled with the favourable returns, the total value
of Investments rose by 25% to $5,894 million in 2010.

The total aggregated amount of Deferred Income recorded
a growth of 14% to $674 million since increased support
was secured from the government for specific purpose
activities, such as research and capital projects.

The net book value of fixed assets recorded an increase
of 10% to $3,746 million in 2010. For items acquired by
government grants with conditions attached or donations
with a specific purpose, the balance of their aggregate net
book value was treated as Deferred Capital Fund. The total
amount set aside under this category rose proportionately
to $2,093 million.

After covering the deficit of $77 million in the recurrent
government funded activities, the General and Development
Reserve Fund reduced to $1,050 million in 2010.
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Research Activities

In addition to recurring grants from UGC covering
maintenance costs of infrastructure for general research
activities, the University has also secured substantial
funding through different sources to support other specific
research projects. In 2010, total grants of $161 million
were received from UGC and its Research Grants Council.
Another $354 million of research funds came from the
private sector and other sources in the form of sponsorship
or donation.

Donations and Benefactions

Riding on the launch of the Fifth Matching Grant Scheme,
the University has enhanced fund-raising momentum and
successfully raised donations of $694 million in this financial
year. The University is very grateful to the alumni, friends
and organizations for their generous financial support in its
academic development, research activities, scholarships
and capital development programmes.

In addition to the contribution of $57.4 million in the
last financial year, Hong Kong Jockey Club Charities
Trust donated another $50.3 million in 2010 to support
scholarships for outstanding students and other activities.
The University is again most appreciative of the continuous
support from Hong Kong Jockey Club Charities Trust.

Capital Developments

$653 million of fixed assets were acquired in 2010, of which
$443 million was spent on premises-related development
projects. To meet the surging needs for additional space for
teaching, learning, research, library and student facilities in
2012, projects for new colleges proceeded steadily, while
five capital projects, viz., Centralized General Research
Lab Complex (Block 1) atArea 39, Two Integrated Teaching
Buildings, Third Integrated Teaching Building, University
Library Extension and Student Amenity Centre, are
currently in active planning and design stage, all targeting
for completion in or before 2012.

During the year, the teaching building at Chak Cheung
Street for the Faculty of Business Administration was
completed. The Satellite Remote Sensing Receiving
Station (Phase Il), which is an important facility to provide
satellite-sourced remote sensing data to Hong Kong, South
China and neighbouring regions, was also completed.

Self-financed Activities

Dissemination of knowledge is one of the core functions of
the University. As a public institution and in accordance with
its role, the University provides learning opportunities at sub-
degree and postgraduate levels, as well as lifelong learning
programmes, that complement the UGC-funded academic
activities. The main purpose of the University’s self-
financed programmes is to meet community and societal
needs. Inview of the improved operating environment and
the market demand for pursuing learning opportunities,
revenues from non-UGC funded programmes rose by
19% to $714 million.
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The Way Forward

2010 marked a change in the leadership of the University.
The University welcomes Professor Joseph Sung as its
seventh Vice-Chancellor, succeeding Professor Lawrence
Lau. Under Professor Lau’s visionary leadership, the
University has expanded its collegiate system, established
a Research Institute in Shenzhen and strengthened the
international academic links with institutions in the Mainland
and overseas.

The Shenzhen Research Institute located in Shenzhen
Virtual University Park is scheduled for completion in early
2011. It will be an important Shenzhen research base for
the University, which will provide space and facilities for
state key laboratories, technology transfer, training, teaching
and research, as well as to advance the University’s
collaboration with corporations in Shenzhen.

With the concerted effort to improve operational efficiency
and implement prudent financial management, the
University’s financial position remains healthy in 2010.
The University is confident that it is well positioned to meet
the challenges and opportunities to be unveiled by the
new curriculum structure and the recent Higher Education
Review.

Looking ahead, while the University is proud of its
scholastic and academic attainments, there is no room for
complacency as the University will continue to strive for
excellence and long-term growth. On the financial side, the
University is confident that its recurrent budget will improve
when additional funding from UGC is received for the new
curriculum structure.

Finally, on behalf of the Council and the University
Administration, | would like to thank all our staff, alumni
and students, and benefactors for their continuing support
for the University and look forward to joining forces with
them to create another year of success in pursuit of the
University’s vision in being acknowledged locally, nationally
and internationally as a first-class comprehensive research
university.

Roger K. H. Luk
Treasurer
25 January 2011
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Income Analysis WA 7347

49.8%

Government Subventions
T EED
($2,874 millionB & T)

Donations and Benefactions
B EERER
($694 millionBE & IT)

Tuition, Programmes and Other Fees Interest and Investment Income
L BB RRRHMNE I FIBREEN

($1,336 milionE & 7T) ($374 millionB & IT)

Ancillary Services Income Other Income

MENARISIIA L EfA

($159 millionBE & JT) ($336 million & & 7T)

CTotaI 48%8 $5,773 million EE%}

Year Ended 30 June

Government Subventions

Tuition, Programmes and Other Fees

Interest and Investment Income

Donations and Benefactions

Ancillary Services Income

Other Income

NB=THER®)

(%) (HK$'M) (%) (HK$'M)

BUGERN 49.8% 2,874 66.1% 2916

28 FRERHMNE 23.1% 1,336 27.3% 1,206

F BRI E WS 6.5% 374 -10.7% -471
=LY SECEN 12.0% 694 6.3% 279
EHENARFSUIA 2.8% 159 3.7% 161
E A A 5.8% 336 7.3% 322
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Expenditure Analysis & 5347

Instruction and Research Library Central Computing Facilities
Y ST B3 O ERET
($3,680 millionE & JT) ($153 millionB & JT) ($115 milionB &)
Other Academic Services Management and General Premises and Related Expenses
H AR B &ER—KEE B EERamsh
($108 millionE & JT) ($180 millionE & JT) ($460 millionBEET)
Student and General Education Services Other Activities
B s4rp-—myEE® | Hftt=S
($256 millionE & 7T) ($33 millionE & T)

(Total 1835 $4,985 million EE%}

(%) (HK$'M) (%) (HK$'M)
Instruction and Research HERME 73.8% 3,680 71.5% 3,625
Library B 31% 153 3.7% 187
Central Computing Facilities FROREB AR I 2.3% 115 2.6% 132
Other Academic Services H AR RS 2.2% 108 1.9% 94
Management and General BIER—MEIE 3.6% 180 4.0% 202
Premises and Related Expenses EFERERH 9.2% 460 10.6% 540
ggureﬁ:rgsand General Education B R NE S 5.1% 256 5.1% 260
Other Activities HAthE 75 0.7% 33 0.6% 33
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Bt ¥ 8 2 (The University kX 22)

Analysis on the financial position of the University as at 30 June of 2010 and 2009 are as follows:
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(Expressed in millions of Hong Kong dollars LUE#E & ZE T 57)

Income LA

Expenditure zH!

Deficit 548

2010
—ETHFE
Government Funded BT &Eh Non-Government Total
Recurring Non Recurring Funded s@=t
AT JFAT M FFEATEE
Income A 2,969 613 2,191 5,773
Expenditure Sz H 3,046 622 1,317 4,985
ottt ™ 0
2010
3,500 [
3,000
2,500
2,000
1,500
1,000
500
0
-500 —
Income A Expenditure X H Deficit 548 / Surplus 6
. Gover_nmen_t Funded Recurring Governrl'lent Ifunded Non Recurring Non-gqvernment Funded
BIFF SR 14 & B BUSIFE R EED FEBIRTE BN
2009
“EENFE
Government Funded BUREE) Non-Government
Recurring Non Rfﬂjrring 3'EFundfad Totgal
ool JE BUS&EED HEt
(Restated =35) (Restated E71)
Income YA 2,975 611 827 4,413
Expenditure 37t 3,156 680 1,237 5,073
Deficit £548 (181) (69) (410) (660)
2009
3,500 [—
3,000
2,500
2,000
1,500
1,000
500
0
-500
-1,000 —

Government Funded Recurring

B AE R E B

Government Funded Non Recurring

BURTHE B AR

Non-government Funded

IEBUSERD




INDEPENDENT AUDITOR’S REPORT

B RAnER S
TO THE COUNCIL OF THE CHINESE UNIVERSITY OF HONG KONG

HEBPXABRES

We have audited the financial statements of The Chinese University of
Hong Kong (the “University”) set out on pages 10 to 78, which comprise
the consolidated and University balance sheets as at 30 June 2010, and
the consolidated and University Statement of Comprehensive Income
and Expenditure, the consolidated and University Statements of Changes
in Funds and the consolidated and University Cash Flow Statements 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 University 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. 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 Statute 12(7) of The Chinese University of Hong Kong
Ordinance (Cap. 1109), 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 Hong Kong Institute of Certified Public Accountants.
Those standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance as to whether
the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the financial statements. The procedures
selected depend on the auditor’s judgement, including the assessment
of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and true
and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, 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 financial statements give a true and fair view of the
state of affairs of the University and of the Group as at 30 June 2010 and
of their surplus and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards.

KPMG

Certified Public Accountants

8th Floor, Prince’s Building

10 Chater Road, Central, Hong Kong

25 January 2011
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EEPNKEB

HREEZENSE
FOR THE YEAR ENDED 30 JUNE 2010

HE—S-SFAA=THILFE

THE CHINESE UNIVERSITY OF HONG KONG

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME AND EXPENDITURE

(Expressed in thousands of Hong Kong dollars) (IA&4F7T5lR)

Note 2010 2009
FisE
Income WA
Government Subventions BRIERD 3 2,874,453 2,915,988
Tuition, Programmes and Other Fees BE . RENHMRE 4 1,338,104 1,208,471
Interest and Net Investment Income/(Loss) MERITEBWEH/(BE) 5 425,733 (438,329)
Donations and Benefactions EE[YSEEEN 6 739,899 318,561
Ancillary Services Income BHENARFEUIA 7 164,767 166,440
Other Income HAUZA 8 339,702 325,208
5,882,658 4,496,339
Expenditure Zil 9
Learning and Research Bilf &R
Instruction and Research HE N 3,682,694 3,627,599
Library EEE 153,409 187,262
Central Computing Facilities th RE R It 115,354 132,080
Other Academic Services Hth#HBRE 116,514 102,629
Institutional Support REWENARTE
Management and General EBER—HEEIE 185,323 206,952
Premises and Related Expenses BFAERERH 466,096 545,294
Student and General Education Services BEN—RBEEE 288,082 294,681
Other Activities HELh =% 38,569 36,896
5,046,041 5,133,393
Surplus/(Deficit) for the year AEERR/(ESE) 836,617 (637,054)
Changes in Fair Value of o[t EMRIRE R REE 19,176 (116,130)
Available-for-Sale Investments &5
Total comprehensive income for the year  AFERENEEE 855,793 (753,184)
Attributable to: SEEMN:
Deficit of Recurrent Government KEMBNEREEE (77,306) (181,380)
Funds transferred to General and BEE-RAERRERES
Development Reserve Fund
Deficit of Non-recurrent Government Funds IHEBRM RN EBEEE (9,048) (69,369)
transferred to UGC Matching Grant Fund EEREERHWEE
Surplus/(Deficit) of Non-government Funds IEB AT EBNE R ER/ (B518) 942,147 (502,435)
transferred from/(to) Restricted Funds BE/(E)ERES
855,793 (753,184)

The notes set out on pages 22 to 78 form an integral part of these financial statements.

SIERE-TBELTN\EZMERTMBRRC &7 -
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THE CHINESE UNIVERSITY OF HONG KONG

BEEPNXKE

CONSOLIDATED BALANCE SHEET #GaBEESER

AS AT 30 JUNE 2010
—2-BFAA=1H

(Expressed in thousands of Hong Kong dollars) (JA#E#FT5lR)

Note 2010
FiEE

Non-Current Assets FEREEE
Fixed Assets ET&EE 14 3,765,201 3,402,743
Investments wE 15 4,142,075 3,026,039
Employee Retirement Benefit Assets EERENEE 16 21,706 20,253
Other Receivable HAthFEWFRIE 100 -
7,929,082 6,449,035

Current Assets RENEE

Investments BE 15 2,502,849 2,372,779
Inventories =8 375 227
Staff Loans BBEEM 25 248,514 245,828
Accounts Receivable and Prepayments FEWIIRFR A TR FRIE 17 181,953 170,998
Cash and Short-term Deposits with Banks RERRITEBER 18 4,102,002 4,636,933
Current Liabilities mEaE 7,035,693 7,426,765
Accounts Payable and Accruals FEFTIRTR R FERt B F 19 564,289 534,885
Provision for Employee Benefits EE1EF % 20 260,607 256,095
Loans and Borrowings (EE 21 98,801 100,336
Deferred Income IEFEURES 22 463,320 406,687
1,387,017 1,298,003
Net Current Assets mENEERE 5,648,676 6,128,762
Total Assets Less Current Liabilities EEERREAaR 13,577,758 12,577,797

Non-Current Liabilities ERBEE
Provision for Employee Benefits S5 % 20 197,894 218,563
Loans and Borrowings (L0 21 42,976 58,777
Deferred Income T &R 22 210,206 184,063
451,076 461,403
Deferred Capital Funds ErEEREE 23 2,092,920 1,938,425
NET ASSETS BESE 11,033,762 10,177,969
Restricted Funds EHEE 10 9,132,146 8,189,999
Other Funds Hitt 2% 11 1,901,616 1,987,970
TOTAL FUNDS BE2@E 11,033,762 10,177,969

Approved and authorised for issue by the Council on 25 January 2011
REER-_FT——F— A +H AERSRERILMFREK

Vincent H. C. Cheng ZfiB5R
Chairman of the Council RE2FF

Roger K. H. Luk [EE=
Treasurer S][&E

The notes set out on pages 22 to 78 form an integral part of these financial statements.

Joseph J. Y. Sung A2
Vice-Chancellor &£

Terence C. W. Chan [Rf522
University Bursar B1#E &

NERE-TBE LT N\EZKES R BERR G -
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THE CHINESE UNIVERSITY OF HONG KONG
EEPXKE

CONSOLIDATED STATEMENT OF CHANGES IN FUNDS
FOR THE YEAR ENDED 30 JUNE 2010
BE-T-FFAA=THLEFE

(Expressed in thousands of Hong Kong dollars) (A% T5lR)

Other Funds HfthE% (Note KizE 11)

General and uGcC Total Capital
Development  Matching Funds
Reserve Fund Grants
—RE R HEZ
REEE Bt fEnE B BEEE
Balance - 1 July 2008 —EBENFLtA—-H&H 1,309,154 929,565 2,238,719 1,418,375
Transfers (to)/from the H(E)BEERRE (181,380) (69,369)  (250,749) 45,944
Statement of Comprehensive
Income and Expenditure
Inter-fund Transfer HER @R - - - -
Balance - 30 June 2009 “BBAFAAZTABER 1,127,774 860,196 1,987,970 1,464,319
Transfers (to)/from the H(E)BEEIRRE (77,306) (9,048) (86,354) 207,963
Statement of Comprehensive
Income and Expenditure
Inter-fund Transfer HEEEZER - - - -
Balance - 30 June 2010 —E-BFAA=TAESR 1,050,468 851,148 1,901,616 1,672,282

The notes set out on pages 22 to 78 form an integral part of these financial statements.

NERE-TBEL T N\BZEREMBHRRC 8% -




Restricted Funds ZHFE#% (Note [izF10)

Endowment Other Building  Research Others Investments Total
Funds Restricted Funds Project (Note 10.1) Revaluation
Funds Funds Reserve
Hith= BEER WRIER Hith BES
BAXEE BEE 2E BEE (PFitEE 10.1) =] L]
2,646,508 2,053,354 142,692 469,869 1,693,138 268,498 8,692,434 10,931,153
(342,199) (236,082) 88,302 5,944 51,786 (116,130) (502,435) (753,184)
(88,792) 54,086 6,663 5,140 22,903 - - .
2,215,517 1,871,358 237,657 480,953 1,767,827 152,368 8,189,999 10,177,969
228,549 204,909 71,714 (3,153) 212,989 19,176 942,147 855,793
(4,790)  (102,627) 154,375 (12,411) (34,547) - - -
2,439,276 1,973,640 463,746 465,389 1,946,269 171,544 9,132,146 11,033,762
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THE CHINESE UNIVERSITY OF HONG KONG
EEPXKEB

CONSOLIDATED CASH FLOW STATEMENT S8BRERER
FOR THE YEAR ENDED 30 JUNE 2010
BE—T-BFAA=THLEFE

(Expressed in thousands of Hong Kong dollars) (JA#E#FT5lR)

Note 2010 2009
FisE
Operating Activities TS
Surplus/(Deficit) for the Year REERER/(EIR) 836,617 (637,054)
Adjustments for: SARIAE :
Depreciation e 304,030 280,233
Gain on Disposal of Fixed Assets HEETEEENLS (208) (3,151)
Interest Expense MEZH 2 191
Interest and Net Investment (Income)/Loss FERIGEFE (W ER)/E1E (425,733) 438,329
Operating Surplus before Changes in SESTEINEERRG 714,708 78,548
Working Capital
Increase in Employee Retirement EERKENEEZIZM (1,453) (1,309)
Benefit Assets
(Increase)/Decrease in Accounts Receivable and FEYUIRFR R TR FRIEZ (3G 10)/iR 2 (16,884) 19,259
Prepayments
(Increase)/Decrease in Inventories FEZ(gm) R (148) 34
Increase in Accounts Payable and Accruals FEfTHRFR A FERTE FR Rz 1800 29,404 113,374
Decrease in Provision for Employee B S1EF 2 iR (16,157) (39,271)
Benefits
Increase in Deferred Income EFEYTES 2 38N 82,776 21,506
Net Cash Generated from Operating Activities R&EFRENELEZREFE 792,246 192,141
Investing Activities 1B EE)
Decrease/(Increase) in Time Deposits with EFRHREB=E BERER 1,348,380  (1,143,363)
Original Maturity over Three Months RZiRAN (38 h0)
Payment for Capital Expenditure BARBREZMIM (667,111) (426,377)
Proceeds from Disposal of Fixed Assets HEBTFTEERSMRIE 831 3,497
Payment for Purchase of Investments IBRIRE (2,947,924) (784,133)
Proceeds from Sales of Investments HEREMEMIE 1,979,105 1,556,431
Dividend Received ERER 14,634 17,351
Interest Received el a 158,817 232,838
Loans Granted to Staff S fETR (41,740) (53,000)
Loans Repaid by Staff B EEN 39,054 32,512
Net Cash Used in Investing Activities BEESFRERCRERE (115,954) (564,244)




THE CHINESE UNIVERSITY OF HONG KONG
Bk B

CONSOLIDATED CASH FLOW STATEMENT
BARRER (Continued )

FOR THE YEAR ENDED 30 JUNE 2010
BE-F-FEAASTHLFE

(Expressed in thousands of Hong Kong dollars) (IAE4F7T5lR)

Note 2010
FffsE
Financing Activities ELN=0r7:)]
Increase in Deferred Capital Funds EEEEEEZIEM 154,495 99,854
Bank Loans Obtained for On-lending to Staff BETHEEZRITEN 5,000 8,000
Repayment of Secured Loan EETIETFEM (15,801) (15,802)
Repayment of Bank Loans for On-lending EBEEETHEEZRITEMN (4,000) (2,000)
to Staff
Repayment of Construction Project Bank Loans  fEERZ2EIERRITEM (2,535) (9,012)
Interest Paid EffFE (2) (191)
Net Cash Generated from MEEEFREERRTESE 137,157 80,849
Financing Activities
Net Increase/(Decrease) in Cash and Cash RERRESEMZIEM/GED) 813,449 (291,254)
Equivalents
Cash and Cash Equivalents RENREEEY - FNHEE 1,081,415 1,372,669
- Beginning of Year
Cash and Cash Equivalents - End of Year RERFESE - FRER 18 1,894,864 1,081,415

The notes set out on pages 22 to 78 form an integral part of these financial statements.
NERE—+-BEt+NEZHEFARMFERTZ G
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EEPXKE

FOR THE YEAR ENDED 30 JUNE 2010
BE—F-BFAA=THLTFE

THE CHINESE UNIVERSITY OF HONG KONG

STATEMENT OF COMPREHENSIVE INCOME AND EXPENDITURE ZHEW % &

(Expressed in thousands of Hong Kong dollars) (JA#E#FT5liR)

Note 2010 2009
FfisE
Income WA
Government Subventions BAE 3 2,874,453 2,915,988
Tuition, Programmes and Other Fees BE  REMEMKE 4 1,335,724 1,206,544
Interest and Net Investment Income/(Loss)  FI B A& FIE/(B518) 5 374,029 (471,434)
Donations and Benefactions ELEPNE PN 6 693,752 278,511
Ancillary Services Income HHENARFEAIA 7 159,595 161,263
Other Income EAtlgA 8 335,884 321,978
5,773,437 4,412,850
Expenditure b2 4 9
Learning and Research Biig MR
Instruction and Research BELMR 3,680,362 3,625,119
Library EEE 153,409 187,262
Central Computing Facilities th R ESEL i 115,354 132,080
Other Academic Services HAhHBRE 108,030 94,023
Institutional Support RETHBIRTE
Management and General BEN—MREIE 179,790 202,237
Premises and Related Expenses BFAEREZH 459,419 539,299
Student and General Education Services BER—BHEEE 255,985 259,768
Other Activities HithsE#% 33,085 32,836
4,985,434 5,072,624
Surplus/(Deficit) and total AEERR/(EBE)R
comprehensive income for the year EEWR S 788,003 (659,774)
Attributable to: BER:
Deficit of Recurrent Government Funds EEMBREREESE (77,306) (181,380)
transferred to General and BE-BABERGFHES
Development Reserve Fund
Deficit of Non-recurrent Government B BFEBIEEE (9,048) (69,369)
Funds transferred to UGC Matching BEREFEHHE
Grant Fund
Surplus/(Deficit) of Non-government Funds ~ FEBUATEBNE R ER/(E518) 874,357 (409,025)
transferred from/(to) Restricted Funds BE/(E)ERES
788,003 (659,774)

The notes set out on pages 22 to 78 form an integral part of these financial statements.

NERE-TBEt T N\BEZKEEARMBERR &G -
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THE CHINESE UNIVERSITY OF HONG KONG

EEPXKEB
BALANCE SHEET JE&ER
AS AT 30 JUNE 2010

—§-BFAR=+A

(Expressed in thousands of Hong Kong dollars) (&4 7T5lR)

Note 2010
FiE
Non-Current Assets JERENEE

Investments in Subsidiaries RIEASIMIRE 12 61,014 31,680
Fixed Assets BEEE 14 3,745,532 3,396,675
Investments EEd=1 15 3,654,610 2,534,105
Employee Retirement Benefit Assets EERKENEE 16 21,706 20,253
7,482,862 5,982,713

Current Assets RENEE
Investments BE 15 2,239,787 2,180,354
Staff Loans BHEEM 25 248,514 245,828
Accounts Receivable and Prepayments FEMTNRTR A FE (T FRIE 17 176,142 161,899
Cash and Short-term Deposits with Banks RERRITEIBER 18 3,606,543 4,133,278
6,270,986 6,721,359

Current Liabilities mENEE
Accounts Payable and Accruals FETIRR e T & 19 623,212 564,846
Provision for Employee Benefits EERMER 20 259,160 255,150
Loans and Borrowings G 21 98,801 100,336
Deferred Income EIEWER 22 463,320 406,687
1,444,493 1,327,019
Net Current Assets mENEERE 4,826,493 5,394,340
Total Assets Less Current Liabilities HEERTBEE 12,309,355 11,377,053

Non-Current Liabilities JERENEE

Provision for Employee Benefits EEEF#SE 20 197,324 217,862
Loans and Borrowings & 21 42,976 58,777
Deferred Income IEFEU S 22 210,206 184,063
450,506 460,702
Deferred Capital Funds BEEERSE 23 2,092,920 1,938,425
NET ASSETS EESE 9,765,929 8,977,926
Restricted Funds EHEE 10 7,864,313 6,989,956
Other Funds HthEE 11 1,901,616 1,987,970

TOTAL FUNDS ESHE

Approved and authorised for issue by the Council on 25 January 2011
REENR-FT——F— A +H AEMSERERILMFRE

Vincent H. C. Cheng ZfiE5R

Chairman of the Council REZXE

Roger K. H. Luk [EEi=
Treasurer S)JE

The notes set out on pages 22 to 78 form an integral part of these financial statements.

9,765,929

Joseph J. Y. Sung }itH2=

Vice-Chancellor &£

Terence C. W. Chan [RiEs2
University Bursar B1 ¥ &

NERETBEE LT N\BZMES R BERR &G -

8,977,926
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THE CHINESE UNIVERSITY OF HONG KONG

BEEPXKXE

STATEMENT OF CHANGES IN FUNDS EZ&&)R
FOR THE YEAR ENDED 30 JUNE 2010

HE—EB-SFAA=THLFE

(Expressed in thousands of Hong Kong dollars) (IAi&#&F755lT)

Other Funds HfthE® (Note FfisE 11)

General and UGC Total
Development Matching
Reserve Fund Grants
—MNERE nEE
fRfEEE Ao BN B
Balance - 1 July 2008 —FFN\FtRA—-A&K 1,309,154 929,565 2,238,719
Transfers (to)/from the B(E)B2EB=R (181,380) (69,369) (250,749)
Statement of Comprehensive
Income and Expenditure
Inter-fund Transfer EEMZER - - -
Balance - 30 June 2009 —EBhEAR=THES 1,127,774 860,196 1,987,970
Transfers (to)/from the B(E)BEEWxRER (77,306) (9,048) (86,354)
Statement of Comprehensive
Income and Expenditure
Inter-fund Transfer EEMZER _ i ;
Balance - 30 June 2010 —E-BFKA=1THER 851,148 1,901,616

1,050,468

The notes set out on pages 22 to 78 form an integral part of these financial statements.

NERE-TBEtTHN\EZMEEARMBERER &G -




Restricted Funds =EES (Note KizE10)

Capital ~ Endowment Other Building ~ Research Others Total Total
Funds Funds Restricted Funds Project (Note 10.2) Funds
Funds Funds
Hith= e alc]=| MRIER Hith
BEEE BAEE s B2E BEE (PftEE 10.2) o] EEEE
1,412,570 2,553,954 1,772,949 142,692 469,869 1,046,947 7,398,981 9,637,700
45680  (343,527)  (251,696) 88,302 5,944 46,272 (409,025) (659,774)
- (89,255) 54,549 6,663 5,140 22,903 - -
1,458,250 2,121,172 1,575,802 237,657 480,953 1,116,122 6,989,956 8,977,926
194,362 223,349 165,036 71,714 (3,153) 223,049 874,357 788,003
- (2,882) (104,535) 154,375 (12,411) (34,547) - -
1,652,612 2,341,639 1,636,303 463,746 465,389 1,304,624 7,864,313 9,765,929

19



20

THE CHINESE UNIVERSITY OF HONG KONG
BEREPXKEB

CASH FLOW STATEMENT REZRER

FOR THE YEAR ENDED 30 JUNE 2010
BE—T-FFAA=THLEFE

(Expressed in thousands of Hong Kong dollars) (&4 7T5lR)

Note 2010 2009
PifEE
Operating Activities BEiEE
Surplus/(Deficit) for the Year NEFERR(E5E) 788,003 (659,774)
Adjustments for: HAEEIEE
Depreciation e 303,645 279,837
Gain on Disposal of Fixed Assets HEBEEEEM (208) (3,151)
Interest Expense MEZH 2 191
Interest and Net Investment (Income)/Loss T BAIRE T (et /B8 (374,029) 471,434
Operating Surplus before Changes in EEEEEHNICESRER 717,413 88,537
Working Capital
Increase in Employee Retirement EEREFEEZIEM (1,453) (1,309)
Benefit Assets
(Increase)/Decrease in Accounts Receivable and  FEUTIRFR K 1T FRIEZ (S8 0) /iR 2 (19,635) 22,487
Prepayments
Increase in Accounts Payable and Accruals FEFTIRTR R &R & FE R38N 58,366 109,911
Decrease in Provision for Employee EEENERZRD (16,528) (39,383)
Benefits
Increase in Deferred Income EFEUWES 2 1800 82,776 21,506
Net Cash Generated from Operating Activities /ESEEBEEZREFH 820,939 201,749
Investing Activities BEEE
Decrease/(Increase) in Time Deposits with FEREEE =8 BERER 1,093,525  (1,026,507)
Original Maturity Period over Three Months RZiEA (35 hN)
Payment for Capital Expenditure BARRZIM (653,125)  (425,717)
Proceeds from Disposal of Fixed Assets HEETEERESNE 831 3,497
Payment for Purchase of Investments BREE (2,770,048)  (658,218)
Payment for Investment in Subsidiary BRERMEBEAS (29,334) (9,750)
Proceeds from Sales of Investments HEREFRERIE 1,831,945 1,452,268
Dividend Received EWEa 1,817 2,431
Interest Received EUFIE 135,769 207,403
Loans Granted to Staff BB BN (41,740) (53,000)
Loans Repaid by Staff BHEEMN 39,054 32,512
Net Cash Used in Investing Activities BEESFRERARAESE (391,306)  (475,081)




THE CHINESE UNIVERSITY OF HONG KONG
BEEPNXKE

CASH FLOW STATEMENT R=EifiE3k (Continued £§)
FOR THE YEAR ENDED 30 JUNE 2010

H#E—S-SFAA=THILFE

(Expressed in thousands of Hong Kong dollars) (JA#E#FT5liR)

Note 2010

Financing Activities RS
Increase in Deferred Capital Funds RESEESZEM 154,495 99,854
Bank Loans Obtained for On-lending to Staff BETHEE ZIRITEN 5,000 8,000
Repayment of Secured Loan BEHIRRER (15,801) (15,802)
Repayment of Bank Loans for On-lending EEEETREERTEXR (4,000) (2,000)

to Staff

Repayment of Construction Project Bank Loans (&g L1 B RITER (2,535) (9,012)
Interest Paid Bt a (2) (191)

Net Cash Generated from MEFHREERRERE 137,157 80,849
Financing Activities

Net Increase/(Decrease) in Cash and Cash HERIRTEEM2EMm/GEY) 566,790 (192,483)
Equivalents

Cash and Cash Equivalents RERRETSEY - FWEH 917,188 1,109,671
- Beginning of Year

Cash and Cash Equivalents - End of Year BERETEEY - SR8 18 1,483,978 917,188

The notes set out on pages 22 to 78 form an integral part of these financial statements.
NERE—+BEt+NEZMEFARMFERETZ 3G
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THE CHINESE UNIVERSITY OF HONG KONG
EREPXKE

NOTES TO THE FINANCIAL STATEMENTS
BT ERaR M EE

BASIS OF CONSOLIDATION

The consolidated financial statements include the
financial statements of The Chinese University of
Hong Kong (the “University”) and of the Trustees of
the four constituent Colleges, namely The Trustees
of Chung Chi College, The Trustees of New Asia
College, The Trustees of United College and The
Trustees of Shaw College (collectively the “Group”).
The Trustees of these constituent Colleges were
incorporated under The Chinese University of
Hong Kong Ordinance (the “Ordinance”). As the
Colleges function to complement the University
in the provision of a balanced, holistic education
which also embodies different intellectual and
cultural traditions, management of the University is
of the opinion that the Trustees of these constituent
Colleges are created to accomplish academic
and related objectives, consistent with those
of the University. Therefore, pursuant to Hong
Kong Accounting Standard 27 “Consolidated and
Separate Financial Statements”, the consolidated
financial statements of the University include the
financial results and assets and liabilities relating to
the Trustees of the four Colleges. The aggregate
surplus for the year of the Trustees of these four
Colleges amounted to $49 million (2009: $22 million)
and their aggregate net assets at the balance sheet
date amounted to $1,268 million (2009: $1,200
million).

The consolidated financial statements have
not incorporated the financial statements of the
University’s subsidiaries as management is of
the opinion that their total net assets and income,
which constituted 1.0% and 1.3% of the respective
consolidated totals, are insignificant.

SIGNIFICANT ACCOUNTING POLICIES

Statement of Compliance

These financial statements have been prepared
in accordance with all applicable Hong Kong
Financial Reporting Standards (“HKFRSs”), which
collective term include 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 policies adopted by the Group and
the University is set out below.

2.1

aEE

AEAEUBBRREFEEBIIAE ( TXE, ) KO
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RE—HMBMLERER  BERTEE (FEE
2R BT ER (RERBEIMBERR) @ KRS
MBHRRIEETHEREERNEERRNEE
aff - EREERZASFEERANTAEER (=
TENGF: ZTFTFER) MPEEARTZR/ATN
BERT (ZFFAE: +2ET)
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The HKICPA has issued certain new and revised
amendments to HKFRSs and Interpretations that
are first effective for the current accounting period
of the Group and the University.

With effect from 1 July 2009, the Group and the
University have adopted the following new and
revised HKFRSs, amendments and Interpretations,
which are relevant to the Group’s and the University’s
financial statements.

- HKAS1(revised), Presentation of Financial
Statements

- Amendments to HKFRS 7, Financial Instruments:
Disclosures-Improving Disclosures about
Financial Instruments

- Amendments to HKAS 27, Consolidated and
Separate Financial Statements

- Improvements to HKFRSs 2009

The improvements to HKFRSs 2009 and
amendments to HKAS 27 have no material impact
on the Group’s and the University’s financial
statements as the amendments are consistent
with policies already adopted by the Group and the
University. The impact of the remainder of these
developments is as follows:

- As aresult of the adoption of HKAS 1(revised),
details of changes in funds during the period
arising from transactions with fund holders in
their capacity as such have been presented
separately from all other income and expense
in the Consolidated Statement of Changes in
Funds.

All other items of income and expense are
presented in the Consolidated Statement of
Comprehensive Income and Expenditure.
Corresponding amounts of prior year have been
restated to conform to the new presentation. This
change in presentation has no effect on reported
surplus or deficit, total income and expense or
net assets for any period presented.

BERGIAEERME TIEMI REETNE B
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2.2

- As a result of the adoption of the amendments
to HKFRS 7, the financial statements include
expanded disclosures in note 30.3 about the
fair-value measurement of the Group’s and the
University’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 and the University have 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.

There have been no significant changes to
accounting policies applied in the Group’s and
the University’s financial statements for the years
presented as a result of these developments.

The University has not applied any new standard or
interpretation that is not yet effective for the current
accounting period (see note 32).

Basis of preparation of the financial statements

The measurement basis used in the preparation
of the financial statements is the historical cost
basis except as otherwise stated in the accounting
policies below.

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

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

2.2
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Subsidiaries

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

An investment in a subsidiary is consolidated into
the consolidated financial statements from the date
that control commences until the date that control
ceases. Intra-group balances and transactions
and any unrealised profits arising from intra-group
transactions are eliminated in full in preparing
the consolidated financial statements. Unrealised
losses resulting 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.

In the Balance Sheet, an investment in a subsidiary
is stated at cost less any impairment losses (see
note 2.9).

Fixed Assets

Fixed Assets, other than Construction In Progress
and Art Collection, are stated in the Balance
Sheet at cost less accumulated depreciation and
impairment losses (see note 2.9).

Construction In Progress represents buildings and
other fixed assets under construction, and is stated
at cost less any impairment losses (see note 2.9)
and is not depreciated. Construction In Progress
is reclassified to the appropriate category of fixed
assets when completed and is ready for use.

Art Collection is stated at cost less any impairment
losses (see note 2.9). The residual value of art
collection is expected to be equal to or greater than
the carrying amount, and therefore Art Collection is
not depreciated.

Leasehold Land granted by the Government for use
by the University is recorded at nil value.

The cost of an asset comprises its purchase price
and any directly attributable costs of bringing the
assets to its working condition and location for its
intended use. Where it can be clearly demonstrated
that subsequent expenditure on an asset has
resulted in an increase in its future economic benefit,
such expenditure is capitalised as an additional cost
of that asset.

Depreciation is calculated to write off the cost of
fixed assets, less their estimated residual value,
using the straight-line method over their estimated
useful lives or economic lives, whichever is shorter,
as follows:
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2.5

2.6

Interest in Leasehold Land Over the

held for Own Use under remaining lease
Operating Leases term

Buildings 40 years
Equipment, Furniture 3-10years

and Fittings

Shorter of useful
life or duration
of project

Assets acquired for
Research Projects

The gain or loss on disposal or retirement of a fixed
asset is determined as the difference between the
net disposal proceeds and the carrying amount of
the fixed asset and is recognised in the Statement
of Comprehensive Income and Expenditure on the
date of retirement or disposal.

Where parts of an item of fixed assets have different
useful lives, the cost of the item is allocated on a
reasonable basis between the parts and each part
is depreciated separately. Both the useful life of an
asset and its residual value, if any, are reviewed
annually.

Investment properties

Investment properties are land and/or buildings
which are owned or held under a leasehold interest
to earn rental income and/or for capital appreciation.
These include land held for a currently undetermined
future use.

Investment properties are stated in the Balance
Sheet at cost less accumulated depreciation and
impairment losses (see note 2.9). Any gain or loss
arising from the disposal of an investment property
is recognised in the Statement of Comprehensive
Income and Expenditure. Rental income from
investment properties is accounted for as described
in note 2.13(v).

Depreciation is calculated to write off the cost of
investment properties, using the straight line method
over their estimated useful lives. Useful lives of
investment properties are the same as for buildings
or interest in leasehold land held for own use under
operating leases as shown in note 2.4.

Leased Assets

Leases of assets under which the lessor has not
transferred all the risks and benefits of ownership
are classified as operating leases, except for
property held under operating leases that would
otherwise meet the definition of an investment
property is classified as an investment property on
a property-by-property basis.
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2.7

Assets Held for Use in Operating Leases

Where the Group or the University leases out
assets under operating leases, the assets
are included in the Balance Sheet according
to their nature and written off in accordance
with the accounting policies as set out in
note 2.4. Income arising from operating
leases is recognised in accordance with the
income recognition policies, as set out in note
2.13(v).

Operating Lease Charges

Where the Group or the University has the use
of assets under operating leases, payments
made under the leases are charged to the
Statement of Comprehensive Income and
Expenditure in equal instalments over the
accounting periods covered by the lease term.
Lease incentives received are recognised
in the Statement of Comprehensive Income
and Expenditure as an integral part of the
aggregate net lease payments made.

Investments

The Group’s and the University’s policies for
investments in securities other than investments in
subsidiaries are as follows:

(i)

(i)

(iv)

Dated debt securities that the Group and/or
the University has the positive ability and
intention to hold to maturity are classified as
held-to-maturity securities. Held-to-maturity
securities are initially recognised in the Balance
Sheet at fair value plus transaction costs.
Subsequently, they are stated in the Balance
Sheet at amortised cost less impairment losses
(see note 2.9).

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

Investments in equity securities that do not
have a quoted market price in an active market
and whose fair value cannot be reliably
measured are recognised in the Balance
Sheet at cost less impairment losses (see note
2.9).

Limited Partnership investment and alternative
investments are initially recognised at fair
value. At each balance sheet date, the fair
value is remeasured, with any resultant gain
or loss being recognised in the Statement of
Comprehensive Income and Expenditure.
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2.8

2.9

(v) Other investments in securities are classified
as available-for-sale securities and are initially
recognised at fair value plus transaction costs.
At each balance sheet date the fair value is
remeasured, with any resultant gain or loss
being recognised directly in fair value reserve,
except for impairment losses (see note 2.9)
and, in the case of monetary items such as debt
securities, foreign exchange gains and losses
which are recognised directly in the Statement
of Comprehensive Income and Expenditure.
Where these investments are interest-bearing,
interest calculated using the effective interest
method is recognised in the Statement of
Comprehensive Income and Expenditure.
When these investments are derecognised, the
cumulative gain or loss previously recognised
directly in fair value reserve is recognised in
the Statement of Comprehensive Income and
Expenditure.

(vi

~

Investments in securities are recognised/
derecognised on the date the Group and/or
the University commits to purchase/sell the
investments or they expire.

Staff Loans and Accounts Receivable

Staff Loans and Accounts Receivable are initially
recognised at fair value and thereafter stated at
amortised cost less impairment losses for bad
and doubtful debts (see note 2.9), except where
the effect of discounting would be immaterial. In
such cases, the receivables are stated at cost less
impairment losses for bad and doubtful debts (see
note 2.9).

Impairment of Assets

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

Investments in debt and equity securities and
receivables that are stated at cost or amortised
cost or are classified as available-for-sale
securities are reviewed at each balance sheet
date to determine whether there is objective
evidence of impairment. Objective evidence of
impairment includes observable data that comes
to the attention of the Group about one or more
of the following loss events:

- significant financial difficulty of the debtor;

- a breach of contract, such as a default
or delinquency in interest or principal
payments;

- it becoming probable that the debtor
will enter bankruptcy or other financial
reorganisation;

- significant changes in the technological,
market, economic or legal environment that
have an adverse effect on the debtor; and

2.8
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a significant or prolonged decline in the fair
value of an investment in an equity instrument
below its cost.

If any such evidence exists, any impairment loss
is determined and recognised in the Statement
of Comprehensive Income and Expenditure as
follows:

For unquoted equity securities and receivables
that are carried at cost, the impairment loss
is measured as the difference between the
carrying amount of the financial asset and the
present value of estimated future cash flows,
discounted at the current market rate of return
for a similar financial asset where the effect of
discounting is material. Impairment losses for
receivables are reversed if in a subsequent
period the amount of the impairment loss
decreases. Impairment losses for equity
securities are not reversed.

For financial assets carried at amortised cost,
the impairment loss is measured as the
difference between the asset’s carrying amount
and the present value of estimated future
cash flows, discounted at the financial asset’s
original effective interest rate (i.e. the effective
interest rate computed at initial recognition of
these assets).

If in a subsequent period the amount of an
impairment loss decreases and the decrease
can be linked objectively to an event occurring
after the impairment loss was recognised,
the impairment loss is reversed through the
Statement of Comprehensive Income and
Expenditure. A reversal of an impairment
loss shall not result in the asset’s carrying
amount exceeding that which would have
been determined had no impairment loss been
recognised in prior years.

For available-for-sale securities, the cumulative
loss that had been recognised directly in fair
value reserve is removed and is recognised in
the Statement of Comprehensive Income and
Expenditure. The amount of the cumulative
loss that is recognised in the Statement of
Comprehensive Income and Expenditure is
the difference between the acquisition cost (net
of any principal repayment and amortisation)
and current fair value, less any impairment
loss on that asset previously recognised in
the Statement of Comprehensive Income and
Expenditure.

Impairment losses recognised in the Statement
of Comprehensive Income and Expenditure in
respect of available-for-sale equity securities
are not reversed through the Statement of
Comprehensive Income and Expenditure.
Any subsequent increase in the fair value of
such assets is recognised directly in fair value
reserve.
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(i) Impairment of Other Assets

Internal and external sources of information
are reviewed at each balance sheet date to
identify indications that the Fixed Assets and
Investments in Subsidiaries may be impaired
or an impairment loss previously recognised no
longer exists or may have decreased.

If any such indication exists, the asset’s
recoverable amount is estimated.

- 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. When an asset
does not generate cash inflows independently,
the recoverable amount is determined for the
smallest group of assets that generates cash
inflows independently (i.e. a cash generating
unit).

- Recognition of impairment losses

An impairment loss is recognised in the
Statement of Comprehensive Income and
Expenditure 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.

- Reversal of impairment losses

Animpairment loss is reversed if there has been
a favourable change in the estimates used to
determine the recoverable amount.

A reversal of an 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 and Expenditure in
the year in which the reversals are recognised.

2.10 Accounts Payable

Accounts Payable are initially recognised at fair
value and thereafter stated at amortised cost unless
the effect of discounting would be immaterial, in
which case they are stated at cost.
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Cash and Cash Equivalents

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

Provisions and Contingent Liabilities

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

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

Income Recognition

Income is measured at the fair value of the
consideration received/receivable. Provided it
is probable that the economic benefits will flow
to the Group or the University and the income
and expenditure, if applicable, can be measured
reliably, income is recognised in the Statement
of Comprehensive Income and Expenditure as
follows:

(i) Government Subventions

Recurrent grants for general purposes are
recognised as income when the grants have
been received or are receivable from the
University Grant Committee (“UGC”). Any
such grants, which are received in excess of
the related expenses incurred are transferred
to General and Development Reserve Fund
in the reporting period in accordance with
prevailing UGC guidelines.
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(iif)

(v)

(vi)

Matching grants are recognised as income
when the grants have been received or are
receivable from the UGC.

Recurrent grants and earmarked grants for
specific purpose spent on capital expenditure
are initially recorded in Deferred Capital
Funds and are recognised as income over
the useful lives of the related assets when the
assets are put into use, to the extent of the
related depreciation expenses incurred for
that period.

Earmarked grants for specific purposes are
recognised as income to the extent of the
related revenue expenditure incurred during
the reporting period.

Interest Income

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

Dividend

Dividend income from unlisted investments
is recognised when the shareholder’s right to
receive payment is established.

Dividend income from listed securities is
recognised when the share price of the
investment becomes ex-dividend.

Tuition, Programmes and Other Fees

Tuition, Programmes and Other Fees are
recognised on an accrual basis and unearned
fees are treated as receipts in advance.

Rental Income from Operating Leases

Rental income receivable under operating
leases is recognised in the Statement of
Comprehensive Income and Expenditure in
equal instalments over the accounting periods
covered by the lease term. Lease incentives
granted are recognised in the Statement of
Comprehensive Income and Expenditure as
an integral part of the aggregate net lease
payments receivable.

Donations and Benefactions

Donations and benefactions with general
purposes are recognised in the Statement of
Comprehensive Income and Expenditure when
the Group or the University become entitled to
the donations and it is probable that they will
be received.

Donations and benefactions for specific
purposes are recognised as income to the
extent of the related expenditure incurred
during the year.
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(vii) Other Service Income

Other service income is recognised in the
Statement of Comprehensive Income and
Expenditure when the related service is
rendered.

2.14 Books and Periodicals

Library books and periodicals are written off to
the Statement of Comprehensive Income and
Expenditure in the year in which the expenditure
is incurred.

2.15 Employee Benefits

(i)

(ii)

(iii)

(iv)

Salaries, paid annual leave, housing allowances
and the cost to the Group or the University of
non-monetary benefits are accrued in the
year in which the associated services are
rendered by the employees of the Group or
the University.

Contract-end gratuity is payable on completion
of a contract appointment of not less than two
years. The gratuity, together with the total
amount of the University’s contributions to a
particular retirement scheme, will add up to
10% or 15% of the appointee’s basic salary
drawn during the contract period.

Contributions to defined contribution retirement
schemes, including Mandatory Provident
Funds (“MPF”) as required under the Hong
Kong Mandatory Provident Fund Schemes
Ordinance, are recognised as an expense in
the Statement of Comprehensive Income and
Expenditure as incurred.

The net obligation in respect of a defined benefit
retirement scheme is calculated by estimating
the amount of future benefit that employees
have earned in return for their services in
the current and prior periods; that benefit is
discounted to determine the present value,
and the fair value of any scheme assets is
deducted. The discount rate is the yield at the
balance sheet date on high quality corporate
bonds that have maturity dates approximating
the terms of the Group’s or the University’s
obligations. The calculation is performed by a
qualified actuary using the projected unit credit
method.
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In calculating the obligation in respect of the
scheme, to the extent that any cumulative
unrecognised actuarial gain or loss exceeds ten
percent of the greater of the present value of
the defined benefit obligation and the fair value
of scheme assets, that portion is recognised
in the Statement of Comprehensive Income
and Expenditure over the expected average
remaining working lives of the employees
participating in the scheme. Otherwise, the
actuarial gain or loss is not recognised.

Where the calculation of the net obligation
results in a negative amount, the asset
recognised is limited to the net total of any
cumulative unrecognised net actuarial losses,
past service costs and the present value of any
future refunds from the scheme or reductions
in future contributions to the scheme.

(v) Termination benefits are recognised when,
and only when, the Group or the University
demonstrably commits itself to terminate
employment or to provide benefits as a result
of voluntary redundancy by having a detailed
formal plan which is without realistic possibility
of withdrawal.

2.16 Translation of Foreign Currencies

Foreign currency transactions during the year are
translated into Hong Kong dollars at the exchange
rates ruling at the transaction dates. Monetary
assets and liabilities in foreign currencies are
translated into Hong Kong dollars at the market
rates of exchange ruling at the balance sheet date.
Exchange gains and losses on foreign currency
translation are dealt with in the Statement of
Comprehensive Income and Expenditure.

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.

TRIERNETEICEER - BEMRERRZR
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2.17 Related Parties

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

(i)

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

the Group or the University and the party are
subject to common control;

the party is an associate of the Group or the
University or a joint venture in which the Group
or the University is a venturer;

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

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
individuals; or

the party is a post-employment benefit plan
which is for the benefit of employees of the
Group or the University or of any entity that is
a related party of the Group or the University.

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.

2.18 Taxation

The University and its four constituent Colleges
are exempted from payment of Hong Kong Profits
Tax by virtue of Section 88 of the Inland Revenue
Ordinance.

2.19 Inventories

Inventories represent souvenirs held by the Chung
Chi College for resale. They are stated at the lower
of cost and net realisable value.

2.17 BAEES

ERHESHBERRE  AEEBAARBNEBS R
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GOVERNMENT SUBVENTIONS  BIFFEED

(Expressed in thousands of Hong Kong dollars)  (BAB#TFTHIR)

The Group and the University

REERENGAE
2010 2009
Subventions from UGC HEGE
Block Grants WS 2,264,919 2,094,907
Supplementary Grants IBHTEEE (3,308) 165,357
2,261,611 2,260,264
Earmarked Grants IEEREWMEE
Research Grants fRsEHEnE 147,424 128,055
Housing Benefits EEEH 66,539 142,116
Area of Excellence SBHMEBREE 13,220 11,381
Ophthalmology and Visual Sciences ERFI SRR BRI 17,887 16,982
School of Law pREL T 20 22
Restructuring and Collaboration Fund SHNIREMBIE 1,708 3,268
One-off Special Equipment Grant —XBYFRIRR BN E 5,533 888
Knowledge Transfer Activities SRS 3,621 -
Other Earmarked Grants HIEE REHEE 30,553 16,457
Rates and Government Rent Refund RE A BT ithiE 31,478 32,514
Capital Grants and Alterations, Additions, ~ EZE#HEIEHENE « MNE - 127,591 142,540
Repairs and Improvements (AA&I) IS NINE TR
Block Allocation
2,707,185 2,754,487
Grants from Government Agencies IR HEISIER 167,268 161,501
2,874,453 2,915,988




3.1

HodthBh =

(Expressed in thousands of Hong Kong dollars)

Matching Grants

(URBEEFTIR)

Matching Donations

Matching Donations

Grants Grants
HEmE 8B oHitEmIE B
The Group The University
REAEEEE KRE
2010 2010
Balance - Beginning of Year FNEER 860,195 1,294,771 860,195 1,249,980
Income YA
Grants/Donations BB - 395,000 - 395,000
Interest and Net Investment Income FllE AR & B ES 32,185 76,225 32,185 74,949
32,185 471,225 32,185 469,949
Expenditure (Note) i (MEE)
Teaching and Research BERRR 10,299 3,334 10,299 3,334
Academic Development BilrE 692 32,289 692 32,255
Student Exchange Activities BERmiaE 1,667 5,199 1,667 5,144
Student Development BERE (3,024) 7,663 (3,024) 7,208
Scholarships REF 33,571 7,442 33,571 6,468
Capital Projects HEEER - 336,999 -] | 336,999
43,205 392,926 43,205 391,408
Transfer from/(to) Capital Fund HE/(R)EEEE 1,973  (138,083) 1,973  (127,426)
Balance - End of Year FIRGERR 851,148 1,234,987 851,148 1,201,095
The Group The University
REERE RE
2009 2009
Balance - Beginning of Year FEYEERR 929,565 1,482,663 929,565 1,435,135
Income WA
Grants/Donations BN AR - - - -
Interest and Net Investment Loss ~ FISMIZEFEE | (11,879) (81,005 (11,879) | (81,318
(11.879)  (81,005)  (11,879)  (81,318)
Expenditure (Note) < (FffEE)
Teaching and Research HELRR 16,636 25,053 16,636 24,921
Academic Development BilrE 62 22,743 62 22,721
Student Exchange Activities BERNIEE 1,333 1,848 1,333 1,780
Student Development BhE 8,331 1,161 8,331 180
Scholarships RBEF 30,294 9,483 30,294 8,060
Capital Projects HEEH - 29,868 - 29,841
56,656 90,156 56,656 87,503
Transfer to Capital Fund EHEEEES (835) (16,731) (835)  (16,334)
Balance - End of Year FHEERR

860,195

1,294,771 860,195 1,249,980
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Note:For Matching Grant Schemes, private donations secured for purposes including construction of campus buildings
and scholarships but excluding self-financed activities were matched. Grants were awarded on a dollar-for-dollar
matching basis up to $45 million and on a $1 for $2 matching basis (i.e $1 Government Grant for every $2 donation)
for the amount beyond $45 million and limited to a total of $220 million.

The Fifth Matching grant scheme opened for application with effect from 1 June 2010. The matching grant is
expected for release in 2010/11 financial year.

FicE: Bo¥I R ERTEIR NS SN ABRMEREAREERSNEESE - BT ESRAREEEINER - HhEASHNT
hBEETREFEANEI—TTH—TER)E - HBRSHEN— T HmTrtbRBIEmTi AETR OS2 — B
BE)FE  MEsUSRA#EMER"R=F8xT -

FhMECHMEEAEER"T—SEA—HEEZHF MENEREEE"S—F—FHW -

4. TUITION, PROGRAMMES AND OTHER FEES BE - RREREHMNE

(Expressed in thousands of Hong Kong dollars)  (MAB#ETFITHIR)

The Group The University
REERE RE
2010 2009 2010 2009
UGC-Funded Programmes HEFEHFRE

Tuition Fees B 612,028 596,033 612,028 596,033
Programmes and Other Fees ENEMNE 9,940 10,966 9,940 10,966

Non-UGC-Funded Programmes FEHESERE
Tuition Fees BE 711,041 596,977 708,796 595,165
Programmes and Other Fees RN E M E 5,095 4,495 4,960 4,380

1,338,104 1,208,471 1,335,724 1,206,544

5. INTEREST AND NET INVESTMENT INCOME/(LOSS) FIBRi%&E W Ls/(B518)

(Expressed in thousands of Hong Kong dollars)  (MAB#ETFITHIR)

The Group The University
REEGE AL

2010 2009 2010 2009
Interest Income from Listed Securities LRSS 20,328 20,548 6,110 6,522
Interest Income from Unlisted Securities FF L5 2 UL 100,013 106,415 99,953 106,165
Interest Income from Time Deposits EHERFS 25,851 81,965 21,439 73,005
Net Realised and Unrealised Hi:Z5 2 B8IRMK 238,673  (690,781) 224,547 (680,196)

Gain/(Loss) on Other Securities IR/ (B518)F8E

Dividends from Listed Securities FhREREWES 29,744 32,522 16,786 17,396
Other Investment Income HGE s 11,124 11,002 5,194 5,674

425733 (438,329) 374,029 (471,434)




DONATIONS AND BENEFACTIONS HBIERIER
(Expressed in thousands of Hong Kong dollars) (MAB#EFITHIR)

The Group The University
REREEED XE
2010 2009 2010 2009
Capital Projects HEiEREB 3,597 2,787 318 164
Scholarships, Prizes and Bursaries REE BENEEE 70,667 101,241 82,811 80,304
Donations for Research Activities RlETR 79,362 90,800 79,362 90,800
Donations for Establishment of I REERIEM 61,376 5,000 61,376 5,000
Morningside College
Donation for Establishment of BT hEREREM 70,000 1,000 70,000 1,000
Wu Yee Sun College
Donations for Establishment of BIIEHERIEM 99,047 7 99,047 7
S. H. Ho College
Donation for Establishment of BT BRI 40,350 - 40,350 -
C. W. Chu College
Donation for Establishment of BRI FEERRIEM 70,000 - 70,000 -
Lee Woo Sing College
Donations for General Academic Use =~ —RR#ERIEE 245500 117,726 190,488 101,236

739,899 318,561 693,752 278,511

Note: Total donations of $50.3 million were received from the Hong Kong Jockey Club Charities Trust for the year
(2009: $57.4 million).
Mzt AEEREEERSRESEAEEREBCNERATE=1Ex (CFTAE: AT tEN+ER) °
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ANCILLARY SERVICES INCOME  EHBNERFSUIA
(Expressed in thousands of Hong Kong dollars) (AT ITHIR)

The Group The University
REER PN}

2010 2009 2010 2009

Resident Halls BYESE 80,606 80,328 80,055 79,681
Rental Income WA 39,223 46,802 34,602 42,272
Catering and Hospitality Services ER N EEERE 9,526 10,805 9,526 10,805
University Press R hrtt 8,842 9,564 8,842 9,564
Rental Contribution from Staff ST MR 10,350 6,109 10,350 6,109
Retail Store Sales TEEHHEE 2,086 2,025 2,086 2,025
Others Hith 14,134 10,807 14,134 10,807

164,767 166,440

OTHERINCOME  HfthitA
(Expressed in thousands of Hong Kong dollars)  (LAB#TFTHIR)

159,595 161,263

The Group The University

KREREERE KE
2010 2009 2010 2009
Service Income BRFEUTA 159,823 153,174 159,431 152,795
Contract Research BRas 79,589 74,340 79,589 74,340
Miscellaneous Hith 100,290 97,694 96,864 94,843

339,702 325,208

335,884 321,978



EXPENDITURE ZiH

(Expressed in thousands of Hong Kong dollars) (AT ITHIR)
The Group
REEE
Staff Cost Operating Depreciation 2010
and Benefits Expenses Total
ST E
AAEF mEmRR e LR
Learning and Research Bili &R
Instruction and Research BELMR 2,568,309 978,635 135,750 3,682,694
Library ESEE 69,529 78,264 5,616 153,409
Central Computing Facilities h R E ST HE 60,717 43,529 11,108 115,354
Other Academic Services Hth#HUBARE 89,310 24.810 2,394 116,514
2,787,865 1,125,238 154,868 4,067,971
Institutional Support (Note 9.1)  KEEEBNARFS(HizE9.1)
Management and General EEN—REEIR 147,407 34,663 3,253 185,323
Premises and Related Expenses  #EFNMERH<H 119,986 202,461 143,649 466,096
Student and General Education BER—BHEEE 130,443 156,075 1,564 288,082
Services
Other Activities HEFE 16,031 21,842 696 38,569
413,867 415,041 149,162 978,070
Total Expenditure - 2010 —E-SFAE%H 3,201,732 1,540,279 304,030 5,046,041
Staff Cost Operating Depreciation 2009
and Benefits Expenses Total
B T %M
MAEF KEmZ nE k]
Learning and Research Bl R
Instruction and Research BEBNRR 2,644,995 852,625 129,979 3,627,599
Library EEE 81,865 99,883 5,514 187,262
Central Computing Facilities ch R EE KR it 76,733 46,797 8,550 132,080
Other Academic Services Hth#UBARE 75,466 25,112 2,051 _ 102,629
2,879,059 1,024,417 146,094 4,049,570
Institutional Support (Note 9.1)  KEEBIARFS(HIsE9.1)
Management and General EEN—HREIE 158,816 44,656 3,480 206,952
Premises and Related Expenses  #EFNERH<H 130,889 285,985 128,420 545,294
Student and General Education BER—BBESE 142,202 150,911 1,568 294,681
Services
Other Activities ELh=EF% 17,120 19,105 671 36,896
449,027 500,657 134,139 1,083,823
Total Expenditure - 2009 —EFhFEZE

3,328,086 1,525,074

280,233

5,133,393
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9. EXPENDITURE %M (Continued %)
(Expressed in thousands of Hong Kong dollars) (VAT ITHIR)

The University
RE2

Staff Cost Operating Depreciation 2010

and Benefits Expenses Total
BT %M
NAEFl BERR e k]
Learning and Research Bils BT

Instruction and Research BB NAE 2,568,065 976,549 135,748 3,680,362
Library SESE 69,529 78,264 5,616 153,409
Central Computing Facilities th RERGEL I 60,717 43,529 11,108 115,354
Other Academic Services Hith B EBpR TS 82,009 23,672 2,349 108,030

2,780,320 1,122,014 154,821 4,057,155

Institutional Support (Note 9.1)  KEREEBNARFE(BiIzE9.1)

Management and General BEN—KREIE 142,730 33,812 3,248 179,790

Premises and Related Expenses BFRBEZH 119,621 196,294 143,504 459,419

Student and General Education BEN—RBEER 123,767 130,787 1,431 255,985
Services

Other Activities HithEE#5 15,906 16,538 641 33,085

402,024 377,431 148,824 928,279

Total Expenditure - 2010 —E2-2FETH 3,182,344 1,499,445 303,645 4,985,434

Staff Cost Operating Depreciation 2009

and Benefits Expenses Total
BT
Kia#l BElER e k]
Learning and Research Bt RRR

Instruction and Research BELMR 2,644,865 850,277 129,977 3,625,119
Library SES: 81,865 99,883 5,514 187,262
Central Computing Facilities th RE AL 76,733 46,797 8,550 132,080
Other Academic Services HEL{th A RS 68,484 23,533 2,006 94,023

2,871,947 1,020,490 146,047 4,038,484

Institutional Support (Note 9.1)  KZBEHBNARTE (FIzE9.1)

Management and General S N—RREIE 154,855 43,907 3,475 202,237

Premises and Related Expenses BFRER%ZE 130,519 280,499 128,281 539,299

Student and General Education BER—MBAETEE 134,765 123,640 1,363 259,768
Services

Other Activities H{hEE75 17,120 15,045 671 32,836

437,259 463,091 133,790 1,034,140

Total Expenditure - 2009 —EIhFEZN 3,309,206 1,483,581 279,837 5,072,624
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9.1 Analysis of Institutional Support Operating Expenses XS IRIEEEMZ 2
(Expressed in thousands of Hong Kong dollars) (AT ITHIR)

The Group The University
REEGE KRE
2010 2009 2010 2009
Management and General ERN—AEIE

General Insurance —RRIRBEEF 4,912 3,375 4,908 3,372
Legal and Other Professional Fees  iEENEREEAER 977 8,903 966 8,889
Auditor’s Remuneration S BB 981 886 981 886
Other Operating Expenses HithE&mEx 27,793 31,492 26,957 30,760

34,663 44,656 33,812 43,907

Premises and Related Expenses BFREEXH

Repair and Maintenance HIERIRE 93,720 179,092 88,456 174,350

Utilities KENERE 73,318 70,692 73,318 70,692

Government Rent and Rates A R it 32,288 33,844 32,162 33,740

Security, Environment and Safety RE ~ RIENRZEER 2,228 1,735 1,682 1,178
Services

Property Insurance MEREEF 680 542 676 539

Other Operating Expenses HthZ&pEx 227 80 - -

202,461 285,985 196,294 280,499

Student and General Education BER—BAETEE
Services
Scholarships, Prizes and Bursaries  823% - BENEIEBE 83,209 71,572 70,187 63,623
Resident Halls Expenses BAEEHX 30,919 27,981 30,438 27,415
Student Exchange Programme BARimEtE 5,070 4,837 5,032 4,806
Careers, Counseling Services and  Bi5E - BIERBEARZBE 12,250 19,718 14,954 19,220
Student Activities FRIMEEN
Student/Extra-curriculum Activities 24 /ERINEEN 11,247 10,205 - -
Alumni Affairs RRBHEREE 5,978 3,064 5,978 3,064
Sports and Other Facilities BB MH MR 1,208 3,432 1,208 3,432
Student Financial Aids BA R ER 610 4,526 - 310
Student and Staff Health Services B4 LS R EIRTS 2,988 1,594 2,988 1,594
Other Operating Expenses Hih &&= 2,596 3,982 2 176
156,075 150,911 130,787 123,640
Other Activities HthE#%
University Press KREBH R 9,106 9,040 9,106 9,040
Catering Services PERARS 5,923 5,020 5,923 5,020
Souvenir Counter f2mEn 1,257 737 1,257 737
Miscellaneous HIEZ N 5,556 4,308 252 248

21,842 19,105 16,538 15,045

415,041 500,657 377,431 463,091
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9.2 Remuneration of Senior Staff S E T ERb

The number of staff members in the University whose remuneration exceeded HK$1,800,000 during the year ended
30 June 2010 and 2009, irrespective of the funding sources and listed by the various bands, are as follows:

FEEREFERSERNE T CFHEAREE—BN\TETNETAMUSERIINT :

The Group and the University

RERELKE
2010 2009
$ $

1,800,001 - 1,950,000 33 79
1,950,001 - 2,100,000 34 64
2,100,001 - 2,250,000 9 9
2,250,001 - 2,400,000 17 16
2,400,001 - 2,550,000 7 13
2,550,001 - 2,700,000 12 9
2,700,001 - 2,850,000 4 11
2,850,001 - 3,000,000 3 4
3,000,001 - 3,150,000 9 7
3,150,001 - 3,300,000 6 8
3,300,001 - 3,450,000 5 -
3,450,001 - 3,600,000 9 9
3,600,001 - 3,750,000 4 6
3,750,001 - 3,900,000 3 4
3,900,001 - 4,050,000 - 1
4,050,001 - 4,200,000 2 2
4,200,001 - 4,350,000 - -
4,350,001 - 4,500,000 - -
4,500,001 - 4,650,000 - 1
Total e 157 243

Included in the total figure above are 77 clinical staff members (2009: 84).
PlHFEERKREZASHTIA (CTBTAE: 84AN) -

Remuneration includes salaries, contributions to retirement schemes, housing benefits, education allowances,
contract-end gratuities and other allowances.

FHEEHE  BAEHN  BERT > HE2RM WS RE R0 -




RESTRICTED FUNDS SHES

The reconciliation between the opening and closing balances of each component of the Group’s and the
University’s Restricted Funds are set out in the Consolidated Statement of Changes in Funds and the Statement
of Changes in Funds respectively.

AEBRERABNEREEASEARBIBY MR GEHRNEE - FREGREESEIRAESEHRPIT -

10.1 The Group KEBRE

(i) As at 30 June 2010, the balance of Others includes the Pommerenke Trust Fund of $625 million (2009:

$635 million) and the operating reserves of $1,321 million (2009: $1,133 million) for self-financed activities,
ancillary services and privately funded projects. The Pommerenke Trust Fund originates from a gift of land
donated in 1970 to the Chung Chi College by the Reverend Herbert Henry Pommerenke and Mrs. Jean
Macpherson Pommerenke in commemoration of Doctors Stewart and Julia Kunkle. The land gift was
outside the precincts of the University and, since 1976 and in accordance with The Chinese University of
Hong Kong Ordinance, has been vested in the Board of Trustees of Chung Chi College on the same trusts
and subject to the same terms and conditions on which the land gift was then held.

HETT-TFRA=1H ' HthEEOREEEGESZNE-THEER(CSTIE: AME=THEER)' &
REBEEH  ABHPRBEAIMAEHEENKERET=R-TEER(CETAE | +—RB=F=B8
7T) - EBRESFEREERIEIMAER AR — N tTERL ZDoctors StewartMJulia KunkleTmiZ %45 RE L RH)
T it o SHREBIEERN T R ABEE - B— I EtAERE  RESFEBPIIABRATIRBEHESAEBRES
ZE R PR RE R G U MERIRRRIG Y - REREERKRES -

(i) The transfers to the various restricted funds, except for Capital Funds, are partially attributable to the

donations and benefactions of $740 million (2009: $319 million) as disclosed in Note 6.

REEESMNI  BRESERESNHPTNREARBLBERNGR LRETER(CEFN : =f—FhE
B)FEYE @ BEABMZDTEFTIRHEEERA

10.2 The University AEB

(i) As at 30 June 2010, the balance of Others includes the operating reserves of $883 million (2009: $781

million) for self-financed activities and ancillary services.

#E—F-FTFNA=TH HthEE T ECRBERINABHBRBENELERFHEL \BN\T=88T (=F
THhE  tRN\FT—B8R) °

(i) The transfers to the various restricted funds, except for Capital Funds, are partially attributable to the

donations and benefactions of $694 million (2009: $279 million) as disclosed in Note 6.

REEESNI  BIRESSAESMNHPROEBEABRNEZ BN THEERT(=EFTA : Z/LtTFh
BETMEL @ BRABERZATEFTIRMEE6RA -
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NATURE AND PURPOSE OF RESTRICTED FUNDS
Capital Funds

Capital Funds represent the balance of net book value
of the Fixed Assets which were financed by funds with
non-designated purpose.

Endowment Funds

Endowment Funds represent donations received by
the University, usually with the stipulation from the
donors that the principal amounts should remain
intact in perpetuity or for a defined time period for
specific purposes.

Other Restricted Funds

Other Restricted Funds represent the unspent
balance of funds donated for the development of the
new colleges. In addition, the Funds also comprise
the unspent balance of sponsorship grants and
service income.

Building Funds

Building Funds comprise the privately-funded capital
projects funded by external private organisations.

Research Projects Funds

Research Projects Funds represent the unspent
balance of projects with designated purpose in
carrying out research activities, including those
funded by HKSAR Government, related organisations
and external private organisations.

Others
Others comprise reserves generated from self-

financed programmes, ancillary services, scholarships
and bursaries and miscellaneous activities.

BEBZMMERAR
HEEES

EEEERHIFRERENEERENEEEENIRE
BE -
BXEE

BRESEASZNIINERMNE  BEEEEESERS
EEREAH  BEFENGEEHEAERERRS

HithSAEE

HthEREEIERS AR R EMRABENRIE - It
5 BERE S EBNIRRAVEREE M ARF L o

BEFXREARE

BERAEESEERMARBEDNERTRE -

MEBEEESE

MRIEEEEEARBBERENTEINESE - H
NWEPEEEFEFNTHRERAF - ARERELTAA
g o

Hith

HttEAEESERERRERE - BEIRT - 122
£ - WRERFEEFNRERER




1.

OTHER FUNDS HthEE

The reconciliation between the opening and closing balances of each component of the Group’s and the
University’s Other Funds are set out in the Consolidated Statement of Changes in Funds and the Statement of
Changes in Funds respectively.

AREBRERABNEMEEAZEAMIO PR RERGERNEIER - DREGRSESE]RAESEHRPIE -

(1) The General and Development Reserve Fund (GDRF) represents the unspent funds carried over from one
funding period (usually a triennium) to the next to facilitate the University’s longer-term planning and new
developmental needs. The balance of the GDRF at the end of a funding period should not exceed 20% of
the University’s approved Recurrent Grants other than the Earmarked Grants for Specific Purposes for that
funding period, and any excess amount is refundable to UGC.

—RAEREHRESEREREREER=F)ARBAMIEES —BERPEREABRIETEIAERNES - —
REEREHRESHRCERUABEZECEEHHME(BHRARZEEHMERINNEAIZ=TRR - M
BHRENROREEABHEEHESE -

(2) $240 million of the UGC Matching Grants has been set aside as permanent endowment capital, to support
strategic initiatives such as endowed professorships, endowed scholarships and other indicated activities
in perpetuity. Only investment income from these permanent endowments will be used to fund these
programmes.

HESMEHHNEPN_RENTERACREEFEENELRE - UHREMENRRIAE - SIEEMBIRREA -
EMRBENEMSERD - MRFEENEERL - RUEBSESFRRINRERET
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INVESTMENTS IN SUBSIDIARIES RHBAEMIRE
(Expressed in thousands of Hong Kong dollars)

(BT TIR)

The University
K2

2010 2009

Unlisted Shares, at cost

FE LMD - A7

61,014 31,680

As explained in Note 1, the results of all subsidiaries including the following companies have not been consolidated

into the Group financial statements:-

SNBEE—FRESE - KEEREZMBRRAILTHEE AT MBS Bk

Name of company Place of Percentage of equity held Principal activity
incorporation FhaEEisLL =
and operation
Mk by the University by a subsidiary
UNIEA o3 BASRE HNEIENT EBE
The Chinese University of Hong Kong Note To sponsor, develop, promote and
Hong Kong Foundation &8 HisE encourage public participation in
Limited (“Foundation”) public services
BEPXARBEEE &)~ HE - (BERERHENTR
BRAE ( “BEE” ) SHNHER
Information Networking Hong Kong 100% To provide technology transfer
Laboratories Limited &HE and investment holding
BRI RFABARAS] RARITEE RIS ER
The Hong Kong School Hong Kong 100% To operate intranet services for
Net Limited &g schools in Hong Kong
BEEREEBRASE) EEBEEERBBEE
PA Company Limited Hong Kong 100% To provide services which are
E8ERAE] aE charitable and educational in
nature
RMMEERBEHENRE
HKIX Hong Kong Limited  British Virgin 100% Investment holding
Islands REER
KBRS
The Hong Kong Internet Hong Kong 100% To provide internet services
eXchange Limited &t R B B B4R AR TS
BHEERE AR
ABRAE
CU Business Administration Hong Kong 100% Not yet commenced operation
Holdings Limited &E RBFIRAEE
PABEZERBRAE]




Name of company Place of Percentage of equity held
incorporation FREERESLLR

and operation
SEMBEIIA; by the University by a subsidiary

Principal activity

NE)RME Teimen HASHE HOMBASEE EEXRB
CUGEN Limited Hong Kong 100% To commercialise research
P EAEYFIRERAE aBE outputs
1SR REEL
CUCAMed Company Limited Hong Kong 100% To promote Chinese medicine in
P AREERHZERAS] aE Hong Kong
GEEEEEPEE
The Hong Kong Institute of Hong Kong Note To develop an internationally
Biotechnology Limited &8 FffEE recognised biotechnology industry
EEEMRIRHER in Hong Kong
BRAE) EEERREEZRINEYREZ
I3
IBSOmed Bioscience Limited Hong Kong 100% To provide services and
SRIBIZEBREAT &HE manufacture products related to
biotechnology
RHEEVHERBLAREEYH
REm
BRAAERGEI)BRAS] People’s 100% To carry out research, technology
Republic transfer and related technical
of China services on advanced technology,
hEAR provide consulting service
HFER on international technology
development, and manage owned
properties.
ST S - BE BRI
BR#5 - BIRRRRE SR  BEY
FHEmER
Asia Diabetes Foundation Hong Kong Note To organise activities and research
Limited &HE Bzt regarding diabetes on a non-profit

Note: This is a company limited by guarantee without a share capital.

Mist: WASR—REHERERAE @ WEEZMES -

making basis.
DAIEZ FURZ TUAR SRR S M PR A HYSE
ENRHRSE
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13. ASSOCIATE /NS

The Chinese University of Hong Kong - Tung Wah Group of Hospitals Community College Limited (the “Community
College”) is a company limited by guarantee with two members, being the University and the Tung Wah Group
of Hospitals (“TWGHS”). Pursuant to an agreement dated 17 February 2003 (the “Agreement”), the University
and TWGHSs establish, operate and develop the Community College as a non-profit making post-secondary
education institution in Hong Kong.

According to the Memorandum of Association of the Community College and the terms of Agreement, the
University has no beneficial interest in any surplus assets of the Community College and is not required to finance
its operations or contribute to the shortfall of net assets since all responsibilities for financing the establishment
and recurring operations of the Community College rest with TWGHs. Accordingly, the University’s financial
statements do not share any of the Community College’s net assets and results of operations.

BEENXABE-RE=RUESR( "HESMR, JARAESZAABRRE=F( "RE, )M ESFTERN—RERE
RIEEAQS] - RBE"ST=F"F+tAMENmE "HE, ) KRBNREEFLNNRATERIL - BFERERLT
EERD—E LHEHE -

KB ESRNABAEREENRERZ LORR - KABRAAQHESREHEE L FIRES - MBSk &R
ERBORAZHE  BHBRMIAXAEEFPABANREZBEREST  TEETER - LHAREFEK
B RBISBEEERHEENED - EERT » ABEMBRR LETRREMHERRMETNFEERLER
BREXESIE -




14. FIXED ASSETS EIE&EE

(Expressed in thousands of Hong Kong dollars) (MAB#EFITHIR)
The Group
REERE
Equipment,
Construction Furniture Art
(Note BffzE) in and Fittings Collection
Land Buildings Progress &&fis ~ HE iy Total
Tt EE TEERIRE KM I m L]
Cost 2%
At 1 July 2009 —TThE 336,848 3,725,893 264,971 2,391,929 13,478 6,733,119
tH—B#&
Additions & - 194,408 262,590 209,800 313 667,111
Transfers =iz - 134,716 (134,716) - - -
Disposals HeE - (200) - (69,272) - (69,472)
At 30 June 2010 —2-TF
RA=1BH#ER 336,848 4,054,817 392,845 2,532,457 13,791 7,330,758
Accumulated Depreciation RIRFE
At 1 July 2009 “SThEF 43,037 1,328,388 - 1,958,951 - 3,330,376
tH—R#&
Charge for the Year e 7732 106,948 - 189,350 - 304,030
Written Back on Disposal &R BN - (182) - (68,667) - (68,849)
At 30 June 2010 225
NB=1TB#eR 50,769 1,435,154 - 2,079,634 - 3,565,557
Net Book Value at —Eg-B8FKXA=1+H
30 June 2010 IREFE 286,079 2,619,663 392,845 452,823 13,791 3,765,201
Cost A
At 1 July 2008 —TTN\FE 336,848 3,509,321 226,245 2,298,560 12,684 6,383,658
tHA—B#eR
Additions 1B - 62,313 192,985 170,285 794 426,377
Transfers =iz - 154,259 (154,259) - - -
Disposals HE - - - (76,916) - (76,916)
At 30 June 2009 “TThE
ARBE=1+H#8% 336,848 3,725,893 264,971 2,391,929 13,478 6,733,119
Accumulated Depreciation RiEFE
At 1 July 2008 —EENE 35,305 1,224,128 - 1,867,280 - 3,126,713
tH—R#&
Charge for the Year FEsH 7,732 104,260 - 168,241 - 280,233
Written Back on Disposal ~ H&&[E]## - - - (76,570) - (76,570)
At 30 June 2009 —BFhTF
ANA=1TH#8R 43,037 1,328,388 - 1,958,951 - 3,330,376
Net Book Value at —EBFhEARA=TAH
30 June 2009 R EHE 13,478

Note: - Land refers to “Interest in Leasehold Land held for Own Use under Operating Leases”.

293,811 2,397,505

264,971

432,978

3,402,743

- The properties, including land and buildings, are located in Hong Kong. Leasehold land of the Shatin campus is granted by

the Govemment for use by the University under medium-term leases and is stated at nil value.

- Land and buildings include investment properties in Siu Tao Fung Shan, Shatin. The investment properties are stated at zero

cost and have a market value of approximately $107 million (2009: $95 million) at the end of the financial year.

- A property, categorised under Buildings, with carrying amount of $102 million was pledged in the year of 2003 to secure an

interest-free loan from the HKSAR Govemment with current outstanding amount of $40.6 miillion.

PifE: - TR IEESERSRE THIB Rt -
- FREEREEIMNERITTESE - HBREERZRIE PR HFHEREZ AR AR - AATRASTIR

- DHEREEERAHD R/ ERILEHIEYIER - TRASRATIR - RAMIEREER - ZEREYRITENR—EEtE

B —FTh - AThEER )

- EEEERY - HP—HREEAS—RS_EETNR - #—ST=FER—EBNSSEMIER - IRZERES

MFENtET -
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14. FIXED ASSETS EIE&EE

(Continued #8)

(Expressed in thousands of Hong Kong dollars)  (MAE#FITHIR)
The University
KE
Equipment,
Construction Furniture Art
(Note MizE) in and Fittings Collection
Land Buildings Progress &&ff - HE iy Total
+ith ER TERIRE R WA e
Cost 573
At 1 July 2009 -y =3 336,848 3,721,718 263,983 2,384,878 12,879 6,720,306
+tHA—B#ek
Additions 1&mn - 193,887 249,182 209,743 313 653,125
Transfers =i - 134,716 (134,716) - - -
Disposals e - (200) - (69,179) - (69,379)
At 30 June 2010 —T-2F
NB=1H#8* 336,848 4,050,121 378,449 2,525442 13,192 7,304,052
Accumulated Depreciation RTEE
At 1 July 2009 —FThE 43,037 1,328,061 - 1,952,533 - 3,323,631
tHA—B#e
Charge for the Year irEEsE 7,732 106,842 - 189,071 - 303,645
Written Back on Disposal ~ HE&#&EIE - (182) - (68,574) - (68,756)
At 30 June 2010 =5
NE=1+H#& 50,769 1,434,721 - 2,073,030 - 3,558,520
Net Book Value at —E-FTFKXA=1H
30 June 2010 IREFE 286,079 2,615,400 378,449 452,412 13,192 3,745,532
Cost 2773
At 1 July 2008 —IENE 336,848 3,505,146 225,659 2,291,686 12,085 6,371,424
tHA—B#eR
Additions &m0 - 62,313 192,583 170,027 794 425,717
Transfers Bz - 154,259 (154,259) - - -
Disposals HE - - - (76,835) - (76,835)
At 30 June 2009 “EThE
ANBE=1TH#ER 336,848 3,721,718 263,983 2,384,878 12,879 6,720,306
Accumulated Depreciation ZT&HE
At 1 July 2008 —TENE 35,305 1,223,906 - 1,861,072 - 3,120,283
+tHB—B#&ek
Charge for the Year TER 7,732 104,155 - 167,950 - 279,837
Written Back on Disposal HEZ LIS - - - (76,489) - (76,489)
At 30 June 2009 —TThE
NB=1H#&% 43,037 1,328,061 - 1,952,533 - 3,323,631
Net Book Value at —EFhEFEAA=1H
30 June 2009 IREFE 293,811 2,393,657 263,983 432,345 12,879 3,396,675
Note: - Land refers to “Interest in Leasehold Land held for Own Use under Operating Leases”.

- The properties, including land and buildings, are located in Hong Kong. Leasehold land of the Shatin campus is granted by
the Government for use by the University under medium-term leases and is stated at nil value.
- Aproperty, categorised under Buildings, with carrying amount of $102 million was pledged in the year of 2003 o secure an
interest-free loan from the HKSAR Govemment with current outstanding amount of $40.6 million.

IR EHERE TMER L -

- FEERERIMLEENESE - ARFMAERREHTASBMRY BRERE AN L itE AL - It

MTRATIR

- EREERD - HP—HREEAS—RF_EENYER - #-FT=FER—ERFAREEMIERT - REFZ

BERERETENTER -



15.

INVESTMENTS #&&
(Expressed in thousands of Hong Kong dollars) (AT ITHIR)
. - JERENIRE
15.1 Non-Current Investments i The Group The University
RESEERE KREE
2010 2009 2010 2009
Held-to-maturity Debt Securities, HEERHREESES -
at Amortised Cost RIS RS
Unlisted JELEH 2,417,884 1,712,441 2,282,552 1,531,196
Listed syl
in Hong Kong TEEE - 27,818 - 27,818
Overseas wissh 273,702 179,466 200,000 100,000
2,691,586 1,919,725 2,482,552 1,659,014
Available-for-sale Securities ot ERES
Unlisted Equity Securities, IE LTHREASEE
at Cost YRS 1,001 1,001 1,001 1,001
Less: Provision for Impairment iR A 1,000 1,000 1,000 1,000
1 1 1 1
Equity Securities Listed in Hong Kong, &8 EmRAE
at Fair Value BRARER 217,417 198,241 - -
217,418 198,242 1 1
Limited Partnership Investments, [RESBIRE -
at Fair Value (Note 1) ROAEE (MiEE) 990,669 763,345 990,669 763,345
Alternative Investments, SEERE
at Fair Value (Note 2) ROREE (MiFE2) 181,388 111,745 181,388 111,745
Trading Securities, at Fair Value o EEES  RAOrEE
Equity Linked Notes SEHNER
Unlisted JEEm - 1,302 - -
Investments in Unconsolidated IR SHIBLATE]
Subsidiaries, at Cost HIIRE 1R 61,014 31,680 - '
Non-Current Investments IERmEIEE

4,142,075

3,026,039

3,654,610

2,534,105
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Note:(1) These investments represent the University’s equity interest as a limited partner in three limited partnerships

and are stated at fair value. The University intends to hold these investments for long-term purposes. The
main limited partnership, which started in July 2006, targets to maximise long-term risk-adjusted returns and
to achieve capital appreciation and invests in proprietary funds, discretionary accounts and partnerships
across a broad range of marketable and alternative asset classes, including both publicly traded and
privately held securities and obligations. The main limited partnership’s lock-up period of the initial capital
contributions ended on 31 December 2009 and 1 February 2010. A further injection of US$7.5 million was
made in January 2010 and this injection has a lock-up period of 2 years ending on 31 December 2011.

In July 2009 and February 2010, the University joined as a limited partner of two new limited partnerships
set up by the same General Partner. These new limited partnerships were set up to invest in highly selective
investment opportunities formerly held by limited partners of other limited partnerships who have been forced
to sell in the market at substantial discounts their high-quality limited partnership interests in private equity,
distressed credit, real estate, natural resources, etc. The capital commitments will be drawn over a period of
four to five years. The University’s commitments are about 4% and 1.8% of the respective total commitments
of these two new limited partnerships. The maximum sums payable by the University are US$14.9 million
and US$7.5 million respectively.

(2) The alternative investments represent the University’s investments arranged by an investment consultant

in the United States. These alternative investments include hedge funds, private equity funds and limited
partnership with a lock-up period of two to three years. The University intends to hold these alternative
investments for long-term purposes.

MfeE: (1) RBRRESBASHHBRAREN=ARSSBEE2MUAAABETIR - ABHERBFBUSREES -

BEENRESBNRAR-SEAFLANE - SRENERSARARAREBENEE - HENEEE -
bﬂ&éﬁﬁ@ﬁﬁ“%% 2 REREC R EESBRRNABRARSEARES - KON aEANEERTL
AFENEEREY - EREENRESBREEANMTHANN _SSNF+-A=+—BR-F—BF=
o HRME RoB BT A - AEBIALEEHERR A REABRS - MOLAASRETHAR
£ E-®——F+"A=+—8-

ABNBR=ZFFAFEAR—F—FE_ARENMAMNRESHIEE - EMEFRNRESHERNUL
RENMBREERRESHEENZHRA—ESBARY - EMEFNRESBIERIRRENREREREEEN
HittfREGHBIRE - ELREGBIFEBRHRENRESH ANERRMSEEERGU LRINHRESHIE
B - BERESPEBIRESELERE - BEEREE - BHE - RAERS - AERBEARONELFHEA
2ft - REFAENRBELSHSMESBRERRINGEFIANEICEABSZ—//\ » SN LR[S
FoEA+BEERAEERTERET

(2) FERER—MXENREREASIRH - QFEHMES AEREREEERMEME=FHEHNRES

REE - AEFEIRPBHFZERERE -



15.

INVESTMENTS 3&# (Continued £8)
(Expressed in thousands of Hong Kong dollars) (AT ITHIR)

15.2 Current Investments iREN&E

The Group The University
KRBz KE
2010 2009 2010 2009
Held-to-maturity Debt Securities, HEEXHHGEBES
at Amortised Cost R HHAR A
Amount Matured Within One Year —FAEHA
Unlisted L 1,033,988| | 876,656| | 937,431 807,671
Listed a7
in Hong Kong TEE 48,987 | 27,787 27,916 -
Overseas &=igst 4| 129,726 - | 119,730
1,082,975 1,034,169 965,347 927,401
Trading Securities, at Fair Value o EERS ' BRAREE
Debt Securities B
Unlisted LT 184,546 180,242 184,546 180,242
Equity Securities BAES
Unlisted ] 18,624 [ 17,190[| 18,624 17,190
Listed ity o]
in Hong Kong TaEE 250,513 | 288,910|| 109,683| | 207,953
Overseas TEissh 566,051 532,485|| 564,110 531,073
835,188 838,585 692,417 756,216
Unit Trusts BuEtES
Unlisted L 353,965/ | 108,474 | 353,965 108,474
Listed iy 7]
in Hong Kong TEEE 1,025/ | 123,267 - | 121,264
Overseas gt 43,512 86,757 43,512 86,757
398,502 318,498 397,477 316,495
Equity Linked Notes =R =R
Unlisted El ] 1,638 1,285 - -
1,419,874 1,338,610 1,274,440 1,252,953
Current Investments mENRE 2,502,849 2,372,779 2,239,787 2,180,354

Total Held-to-maturity Debt Securities (Including Non-Current and Current Investments) :

HEENHEBESREEEEREIRRERE) :

The Group The University
REERE AL
2010 2009 2010 2009
At amortised cost RIBIHRA 3,774,561 2,953,894 3,447,899 2,586,415
At fair value rAoREE 3,813,738 3,001,540 3,476,802 2,628,825
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16
16.1

EMPLOYEE RETIREMENT BENEFIT ASSETS ESRAGENEE
Defined Benefit Scheme and Employee Retirement Benefit Assets FEFZGHEIRES RN EFEE

The Group operates a defined benefit scheme, The Chinese University of Hong Kong Terms of Service (C)
Staff Terminal Gratuity Scheme (“the TGS Scheme”). The TGS Scheme was registered under the Occupational
Retirement Schemes Ordinance on 15 November 1995. Since the implementation of the MPF Schemes
Ordinance on 1 December 2000, the TGS Scheme has been closed to new members.
ARBERS(R)ERBIRGESRE—ERENHEETE - B "HEPIAE(R)EREROIESLPEIINMEE, -
ETEIRRBEERAGEURGIR —AWNAASF+—B+AHER - aREEEEAR"STTF+_A—H8it%
I AR B T B o AN A ZETE -

As of 30 June 2010, the asset allocation of the TGS Scheme comprised Cash and Bank Deposit of $15.2 million
and Bonds with market value of $98.6 million, approximately 13% and 87% of the total asset value.
REZZ—FHFXA=1H ' F8PXAE(R)ERBIRGIESEKBEIIMEENEERERERBITER—THE
—+& - KHEATNEATENES @ SREREENESZT=RN\t+t -

(i) The amount recognised in the Balance Sheet is as follows:
EEABERAERZHEMT ¢
(Expressed in thousands of Hong Kong dollars) (MAB#ETFTIIR)

The Group and the University

REERERAE
2010 2009
Present Value of Funded Obligations HRaEZIRE (102,024) (104,764)
Fair Value of Scheme Assets FEINEECARER 113,743 118,992
Net Unrecognised Actuarial Gain KREEBZEENZFE 9,987 6,025
Net Assets FEE 21,706 20,253

A portion of the above assets is expected to be recovered in the next twelve months. However, it is not
practicable to segregate this amount from the amount recoverable after more than one year, as future
reductions in contributions will also relate to future services rendered and future changes in actuarial
assumptions and market conditions.

i it EEG TR R R+ B A RULE - ERRASBHEREREEMRAZNESMENR & HIERESIE
MRS - BERRATSREEE - RILER EFREigEE —F7 oM EE SRR -

(i) Movements in the net assets recognised in the Balance Sheet are as follows:

HEERRRAERCFEELEERE -

(Expressed in thousands of Hong Kong dollars) (AT ITHIR) o
The Group and the University

REERRAE
2010 2009
Balance - Beginning of Year FHEERR 20,253 18,944
Contributions paid to the Scheme BEEE 1,141 1,247
Current Service Cost REEREHA (1,464) (1,525)
Interest Cost B (2,440) (3,288)
Expected Return on Scheme Assets RN EE ZFFERAEIR 4,216 4,875
Net Income recognised in management BRAEEZERZRAN 312 62
and general in the Statement of SRR —AREIE R
Comprehensive Income and Expenditure
Balance - End of Year FreiEeR 21,706 20,253




(i) Movements in the present value of the defined benefit obligations:

(iv)

REN meEIREREE) : The Group and the University
REERRAE

2010 2009

Balance-Beginning of Year FHIEERR 104,764 103,084
Benefits paid by the Scheme fEFtEIh 2T Fll & (8,980) (8,397)
Current service cost REERIEHA 1,464 1,525
Interest cost B 2,440 3,288
Actuarial Loss WHEEE 2,336 5,264
6,240 10,077

Balance - End of Year FURLEER 102,024 104,764

The principal actuarial assumptions used as at 30 June 2010 are as follows:
REF-FSFAXA=1+HREMERZETE/mINT :

The Group and the University

REERRAE
2010 2009
(% p.a.) (% p.a.)
Discount Rate at 30 June ANA=1THZIFRE 2.00 2.50
Expected Rate of Return on Scheme Assets FrEIREE TR ElHRE 2.60 3.75
Interest Credited on Plan Accounts RAGTENREZFR 5.00 5.00

Average Future Salary Increase R ZFIIFFEFIRIEE

Over 5 years AFR 2.50 2.50
Thereafter Hig 2.50 2.50

Historical Information B{F&%|

The Group and the University
REERRAE

2010 2009 2008 2007 2006

Present value of the
defined benefit Obligations
Fair value of the Scheme
Assets
Surplus in the Scheme

Experience adjustments arising
on scheme liabilities

Experience adjustments arising
on scheme assets

HMEEZIME (102,024) (104,764) (103,084) (97,359) (97,446)

RIEIREEZ 113,743 118,992 121,777 124,194 119,473
LfEE
FTEIRER 11,719 14,228 18,693 26,835 22,027

HEaEZRR 663 397 (1,862) 899 977
EER/(E518)
HEIEESL®R 1,626 510 693  (1,537)  (3,480)
ZER/(B518)

16.2 Defined Contribution Scheme SREMFRETE

In addition to the defined benefit scheme disclosed in Note 16.1, the Group operates two defined contribution schemes,
i.e. The Chinese University of Hong Kong Staff Superannuation Scheme (1995) (“the 1995 Scheme”) and a
Mandatory Provident Fund Scheme (“the MPF Scheme”). Total contributions of the Group and the University
to these defined contribution schemes for the year ended 30 June 2010 were $234.7 million and $233.7 million
respectively (2009: $238.4 million and $237.2 million). The 1995 Scheme is registered under the Occupational
Retirement Schemes Ordinance.
FRBftEE16.1 FRIR RAVREF TS - KERRTAHMESRHTMETENREMREE - IEBPXABHHS
AEEFE(—AAR)N T—AAREE ) REFIMAEERE TREEETE ) - —ANAEFEIRRBERRNETEIR
PTG - E=F—FFEER - ABBELASERIEASIFMEENERSAS=R=THNE t+ERA=R=T=
Bt THEBR(CETAE ZRf=FNEN+EBRA=F=FTtB=1t&8x) -
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17. ACCOUNTS RECEIVABLE AND PREPAYMENTS

RN R AR B TR A FRTE

(Expressed in thousands of Hong Kong dollars)  (MAB#ETFITHIR)

The Group The University
AR RE

2010 2009 2010 2009
Accounts Receivable FEUIRTR 126,263 124,233 122,618 117,171
Sundry Deposits, Prepayments and HIFRE  FAMRIER 42,793 34,452 41,925 32,857

Other Receivables HAthFEYER

Student Loans BYEM 4,970 5,376 3,524 3,723
Current Accounts with Colleges EfRERIR - - 148 1,211
Current Accounts with Subsidiaries i L E)ERIR 5,543 5,878 5,543 5,878
Amount due from UGC BEIERIR 2,384 1,059 2,384 1,059

181,953 170,998 176,142 161,899

Student loans are granted to local undergraduates and postgraduate students of the Chinese University of Hong
Kong. The amount of the loan depends on the student’s financial hardship and/or the loan received from the
“Tertiary Students Finance Scheme-Publicly-funded Programmes” or the terms of the respective loan schemes.
All student loans are interest-free and repaid by instalments within a stipulated period or upon graduation. If the
borrower ceased to be a student of the University, all loans are then repayable immediately.

BLEEMBEDTFEEPXABNFTREMARE AHNSHELE - EHERSHAFEENUBEEBER/FZBER
TENE FRESEEMEE ) DRESHNERE - MENBLEMHAREEN EEEEREENHREASEH

B - MEEABER TRLEBENSD - FREERBILAEE -

The current accounts with Colleges and Subsidiaries are unsecured, interest free and without fixed terms of

repayment. Other than part of Student Loans receivable, all of the other accounts receivables and prepayments

are expected to be recovered or recognised as expense within one year.

EfRLMEASHERIRRBMEN - RELBRERERR - [REMVBESRI - AEBBIRMRFEREE—F AN
Ik fERR R ©

ACCOUNTS RECEIVABLE AGEING ANALYSIS FEUIRFRIRES 2 4R

The balance of accounts receivable mainly comprises bills receivable and interest receivable, with the following
ageing analysis as of the balance sheet date :

FEWIIRFRAIEREE T R B RUIRERIERBIF R - AEESRRGEANREITOT -

(Expressed in thousands of Hong Kong dollars) (MAB#ETFITHIR) o
The Group The University
REEGE RE

2010 2009 2010 2009
Current FREIHA 78,526 _ 65,656 75,029 _ 58,688
Less than 1 month past due DPR—ER 37,361 44,709 37,306 44,709
1to 3 months past due —ERE=@EA 6,725 11,007 6,722 11,003
More than 3 months but less than 12 =@ERE+_EA 2,723 1,804 2,723 1,804

months past due

More than 12 months +REBME 928 1,057 838 967
Amount past due FIHp4REE 47,737 58,577 47,589 58,483
Total FEMIIRTRAEEE

126,263 124,233 122,618 117,171

The Group and the University are satisfied that the past due amount is likely to be recoverable. No impairment loss

is provided for the year.

ABRERABHIRR/EBHNEFMEE UKD - ALt - FRRTFERTERRERE -
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19.

CASH AND SHORT-TERM DEPOSITS WITH BANKS RERIRITIEHEIFER
(Expressed in thousands of Hong Kong dollars)  (MAB#FITHIR)
The Group The University
REBEEED KRE

2010 2009 2010 2009

Cash in Hand and with Banks and RE - RBITREMM 82,126 53,495 39,592 9,244
Other Financial Institutions BITSHBTERR

Time Deposits EHEM 4,019,876 4,583,438 3,566,951 4,124,034

Cash and Short-term Deposits in the BEEBRKRAMIREMN 4,102,002 4,636,933 3,606,543 4,133,278
Balance Sheet ERITREHIEN

Less: Time Deposits with Original W FREEBR=EA
Maturity over Three Months HIEREM 2,207,138 3,555,518 2,122,565 3,216,090
Cash and Cash Equivalents in the HERERAMIRE

Cash Flow Statement RIREEEY 1,894,864 1,081,415 1,483,978 917,188

Cash and Short-term Deposits with Banks included the following amounts denominated in foreign currency:

RELRTEPERAIRESE - SIE TIIIMNEEE:

(Expressed in thousands)  (LAFTHI7R)

The Group The University
REBEERE RE
2010 2009 2010 2009
Australian Dollars AUD BRIt 220 407 220 407
Euro EUR ExTT 350 1,464 350 1,164
Pounds Sterling GBP REE 957 1,030 157 230
United States Dollars UsSD =TT 99,421 95,888 77,083 80,012

Note: Time Deposits of $18.2 million (2009: 20.5 million) was pledged to secure a loan from Government [Note

21(c)].
izt BEE—TFN\ETET(CESTAE ZFSAHER) ZEHERCIBIRFBAMESEIZIBRIEIEF21(c)] -

ACCOUNTS PAYABLE AND ACCRUALS [EfTiRFR R ESTEHR

(Expressed in thousands of Hong Kong dollars) (AT ITHIR)
The Group The University
REER KE

2010 2009 2010 2009

Student Fees Received in Advance TAlEBE M EHMRE 198,313 271,350 198,313 271,350
Accounts Payable FE(TRFR 133,908 91,352 130,430 86,964
Other Creditors and Accruals HETIRMNESTER 70,845 64,611 70,845 64,611
Deposits and Caution Money Received &&RIRAE 135,275 84,765 135275 84,765
Current Accounts with Colleges ERFTRIE - - 62,401 34,349
Current Accounts with Subsidiaries YNGR Y 25,948 22,807 25,948 22,807

564,289 534,885 623,212 564,846

The Group and the University will settle the accounts payable and loans according to payment due date. For
the ageing analysis of the accounts payable, please refer note 30.1(ii).
REERNABESRBIRIEREREEER - M EEEE - BIIIRFIREHI T - FFSEMEE30.1(i1) ©
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20. PROVISION FOR EMPLOYEE BENEFITS

21.

ESET MR

(Expressed in thousands of Hong Kong dollars) (AT ITHIR)

The Group The University
KREBEERE RE

2010 2009 2010 2009
Staff Leave Entitlements &S FRERER 317,871 345142 317,754 345,050
Contract-end Gratuity and Long Service MimMERREE 125110 113,433 123,210 111,879

Payments REE
Retirement Benefit Scheme Contributions RIMBTIHER 9,733 9,834 9,733 9,834
Salaries and Wages HERTE 5,787 6,249 5,787 6,249
458,501 474,658 456,484 473,012

Payable: (T -

Within 1 year R—EA 260,607 256,095 259,160 255,150
After 1 year R—F& 197,894 218,563 197,324 217,862
458,501 474,658 456,484 473,012

LOANS AND BORROWINGS f&®

(Expressed in thousands of Hong Kong dollars) (MAB#EFITHIR)

The Group and the University

REBERNLAE
2010 2009
Bank Loans for On-Lending to Staff (Note a) HEE TS ZIRTEM(HiEEa)
Within One Year —&RQ 83,000 82,000
Bank Loan for Construction project (Note b) EEIEB RITEM(MEED)
Within One Year —FR - 2,535
Between One and Two Years —E°F - -
- 2,535
Secured Loans (Note ¢) BIRPER(PEEC)
Within One Year —FR 15,801 15,801
Between One and Two Years —E°F 15,801 15,801
Between Two and Five Years “ERF 20,351 33,878
Over Five Years AFEME 6,824 9,098
58,777 74,578
Total Loans and Borrowings fEFR4EER 141,777 159,113
Less: Repayable within One Year and i —EZREEZREARE 98,801 100,336
Included in Current Liabilities
Amount included in Non-current Liabilities —FigEECIEREERE 42,976 58,777




Notes Fff&E:

(@) The bank loans for on-lending to staff are repayable within twelve months and renewable annually subject to
the Bank’s consent. At present, the loans bear interest at 2.5% below the lending bank’s best lending rate.
BETHREZRTEFERRER—F - MEZRITAS - SEHUEYN - RN EREMRRITEREZTERFIRH
“HAE-

(b)  The interest rate for the bank loans to finance the construction of the Postgraduate Student Hostel is HIBOR
plus 1% per annum and the loans are repayable by quarterly instalments. The bank loan for construction project
was fully repaid in 2009/10.
BEMAEBESNRITERESR/TERITARRENERN—E - ESSFEE - HERFBRTEMEREE
ERZIEE -

(c)  The secured loans comprise two start-up loans from the Government to provide self-financing full time ac-
credited post-secondary programmes. The loans are interest-free, repayable in equal annual instalments over
10 years starting from October 2003 and November 2008 respectively. One of the loans, with an outstanding
amount of HK$40.6 million, is secured by properties with carrying value of $102 million and the other loan of
$18.2 million is secured by a time deposit of same amount.
FEAENEERERBRMELHNMRIE - MAERREBFIBaREZZBUE LRE - EREERHIREERER ' 2
MR—FTFB=F+AR=STN\F+-ARBS+ETIEE - ABUREE-— RS -a8TNYRSHD IR
MFFATETNERERT  MBE-BERSEBE—TN\B=1TE - ABUERHENEREFRESIER -

22. DEFERRED INCOME iEZHEUW#z

(Expressed in thousands of Hong Kong dollars) (MAB#EFITHIR)
The Group and the University

REEBLAE
Earmarked Grants Capital Grants Grants from Others 2010 2009
BT and Government Total Total
AA&I Block  Agencies
Allocation Funds
BEiEmage
DSGE ~ INEE -~
Research Others #{ERMIETTE BIFFHEE
ERt Hith BB e Hith L
Balance - Beginning HA ¥ 45 212,002 239,111 82,879 45,912 10,846 590,750 569,244
of Year
Subventions Received/ BUW/FEI 179,024 135,923 345,239 72,065 12,785 745,036 705,457
Receivable (=1
Recognised as income ANERMER (142,971) (131,613)  (37,745)  (72,162) (17,221) (401,712) (467,445)
in the year HIUZA
Transferred to LEES - - - - - - (22,620)
Supplementary Grants Bff#BIE
Transferred to Deferred BEELEER (6,884) (31,078) (223,050) 195 269 (260,548) (193,886)
Capital Funds BEE

Balance - End of Year HR#%#EER 241171 212,343 167,323 46,010 6,679 673,526 590,750

To be recognised: 1% R
Within 1 year —FR 146,794 96,514 167,323 46,010 6,679 463,320 406,687
After 1 year —Fi& 94,377 115,829 - - - 210,206 184,063

241171 212,343 167,323 46,010 6,679 673,526 590,750
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23. DEFERRED CAPITAL FUNDS EEEREE
(Expressed in thousands of Hong Kong dollars)  (BAB#TFTHIR)

The Group and the University

REBEENAE
Earmarked Grants Capital Grants Grants from Others Total
IEERERMIE and Government
AA&I Block Agencies
Allocation Funds
BiEmpen
DSGE ~ g ~
Research Others #ENMNE=TE BUTHE
S Hith BB B Hith ]

Balance - 1 July 2008 —BENFE
+tRA— A%k 4,795 4,572 1,798,109 8,391 22,704 1,838,571

Transfer from/(to) Deferred ~ EBE/(ZE)EIE 5,279 15,267 173,892 (406) (146) 193,886
Income Y is

Transfer to the Statement of EEZEUZEF (4,485)  (2,300) (82,628)  (4,363) (256)  (94,032)
Comprehensive Income
and Expenditure

Balance - 30 June 2009 Z=TThEF
AA=TA%KR 5,589 17,539 1,889,373 3,622 22,302 1,938,425

Transfer from/(to) Deferred ~ HEE/(E)EE 6,884 31,078 223,050 (195) (269) 260,548
Income Yris

Transfer to the Statement of EEZMEMRER (4,453)  (7,469) (89,845)  (3,961) (325) (106,053)
Comprehensive Income
and Expenditure

Balance - 30 June 2010 =—F—Ff
AB=+HE&R 5020 41148 2022578 (534) 21,708 2,092,920
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24. RELATED PARTY TRANSACTIONS

Due to the publicly funded nature of the University
and its four constituent Colleges and the composition
of their Council (being drawn from private and public
organisations), the University and its four constituent
Colleges have received from time to time donations
from University Council members, key management
personnel and companies controlled or significantly
influenced by them. The receipts of such donations
have all been individually reported to the Council
and approved in accordance with the University’s
financial regulations.

All transactions relating to the purchases of
goods and services and capital projects involving
organisations in which a member of the University’s
Council may have an interest are conducted during
the normal course of business and in accordance
with the University’s financial regulations and normal
procurement procedures.

In addition to the transactions and balances
disclosed elsewhere in these financial statements,
there are the following material related party
transactions:

(Expressed in thousands of Hong Kong dollars)

24. BAEEAFZRS

AABLHEMNEREERIEARER, FINERES
REEEESTLERLNEWE - KAERHEKREERITIE
RESME - ABEXREBAS - REEFHNASTNZ
HEARZENASHEER - ELBRE DAt EI|RA
SBREGUARBABUFE R LRI -
ABEEREFBEPREARBERENERIEETRE
HREEASRED NS BTmBAFRMERN - BEL
REIRBABN I BRAEIEENRBERET -

RESMBREEMBDAKRENR S REGER © I
BUTHREERS:

(BT IR

The University

AL
2010 2009
(i) Income received from Subsidiaries (i) KMBLAARMEQTESH
and Associate 1§
Service fees and rental charges RFEENEE 16,147 10,297
The Group and the
University
REBERBRAZ
2010 2009
(i) Key Management Personnel (ii) FEEBABHHE
Compensation
Salaries and other short-term employee benefits FENHMIEHRESET 37,135 23,989
Post-employment benefits RIKEF 4,125 2,768

41,260 26,757

The Group and the
University
REBEE N AE
2010 2009
(iii) Loans to Related Parties (it AR T BARE TS

Loans to key management under the ABHHESRHETET
University’s Staff Loan Scheme (Note 25) EEEBAS(HIEE25)

Beginning of the year RE 3,550 5,730

Net loans granted/(repaid) during the year REAZFEN(ER) 1,330 (2,180)

End of the year HREL 4,880 3,550
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25.

26.

27.

STAFF LOANS 25. HEEEM

Staff loans, with interest at prime rate minus 2.5%
at present, are available to eligible staff members of
the retirement scheme(s) operated by the University.
The loan is repayable upon demand or at the expiry
of loan term due at the end of each calendar year
unless renewed by the University.

COMMITMENTS EiE

AERHERTEERABRASHEANHES
REANZEARBEANRA"HAE - RIFRBLHHE
SEMEN - SRIRERERBFFENEREIHA
HAERBERTBEE °

(Expressed in thousands of Hong Kong dollars)  (MAB#ETFITHIR)

Commitments outstanding at 30 June 2010 not provided for in the financial statements are as follows:

REF—FEAA=TH  REVBBRRERERIREINOT :

The Group The University
REER RE
2010 2009 2010 2009

Capital Expenditure Commitments = BZSEIE
Contracted for (S50
Authorised but not Contracted for CISEEIREN

Operating Expenditure Commitments EF#E

Contracted for B4
Other Financial Commitments ELAhBA TSR IE
Contracted for B4
Investment in a Subsidiary B AEHEE

OPERATING LEASE RECEIVABLES [RERE&HE

842,984 240,372 806,675 237,919
2,268,240 2,791,627 2,246,827 2,742,755
3,111,224 3,031,999 3,053,502 2,980,674

160,128 214,693 160,128 214,693

- 29,446 - 29,446
3,271,352 3,276,138 3,213,630 3,224,813

(Expressed in thousands of Hong Kong dollars) (AT ITHIR)

At 30 June 2010, the total future minimum lease income under non-cancellable operating leases is as

follows:

REF-F|FEXRA=TH  REFUERNEEHE  BREENSEBRSERABEIFNOT

The Group The University
KRR RE
2010 2009 2010 2009
Within one year —&RQ 10,670 9,918 8,966 7,768
Two to five years —ERQF 5,496 5,678 5,344 5,379

16,166 15,596 14,310 13,147




28.

29.

OPERATING LEASE COMMITMENTS
(Expressed in thousands of Hong Kong dollars)

REHERE
(UABEETFTIR)

At 30 June 2010, the total of future minimum lease payment under non-cancellable operating leases is as

follows:

REF—FFAA=TH  REFURRNEERS - SRECNREEERBRBINAT -

The Group and the University

REBEELKE
2010 2009
Within one year —FRN 17,496 10,556
Two to five years —ERF 19,195 1,561
36,691 12,117
Operating lease charges for the year NEEESIAEEBRE 11,517 11,644

CAPITAL MANAGEMENT

The University is a government subvented tertiary
education institution established under the laws
of HKSAR which objects are to provide learning
and research in wide range of undergraduates and
postgraduate programmes in technology, science,
commerce, arts and other areas. Its activities are
mainly funded by government grants, tuition fees,
donations, income generated from self-financing
activities and investment income.

The University defines capital as including various
general and restricted funds balances. The various
funds of the University represent the accumulated
unspent balance of subventions, fees income,
donations and investment returns. These funds are
managed according to the relevant grant and funding
conditions, where applicable, and the University’s
investment and financial management guidelines
and procedures are established in accordance
with the relevant statues of the University with the
view of meeting the objects of the University and
safeguarding the University’s ability to continue as
a going concern.

There has been no change in the University’s
capital management practices as compared to prior
year. The University is not subject to any externally
imposed capital requirements, except for the
balance of GDRF as disclosed in note 11.

29,

BXEE

FAARBREETEBFINTHREEE T RIIN—FRBEERE
BIWE FHERIE - STEREAHRENARRREZR
i N8 - BR - XBREMBEENHEE RIS - X
SWENTERHBANMEE « 28 - BENE 8
BEBEEENEARMSEOREER -

ABNEFRERBE—REBSNERAEE - KENE
BEEEHETREARRERNMEE « E - BER
BRI E W ERFTAAR - REFEERIREHERERN
HPERBRNIFREE - MRE - MBEEHESIR
EFRREASEHENRETEMBERAZNER
R R BRI EEERES -

FRBAEE 11 AR EM — R R R RERER I - KEW
EAEERREEFHEE - W2/ 0E - MALETZ
HIRME@IMRIEMBERER -
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30.

30.1

FINANCIAL RISK MANAGEMENT AND FAIR
VALUES

Financial instruments of the Group and the University
include bank deposits, investment in debt securities,
equity securities, unit trusts, limited partnerships
and alternative investments, which have exposure
to credit, liquidity, interest rate, foreign currency
and equity price risks arising in the normal course
of the Group’s and the University’s operations.
These risks are managed by the Group’s and the
University’s financial management policies and
practices described below.

Bank deposits, investment in debt securities,
equity securities and unit trusts

(i) Credit risk

The Group’s and the University’s exposure
to credit risk is mainly attributable to the
deposits they maintained with various financial
institutions and investment securities held by
fund managers, including held-to-maturity debt
securities and trading securities. The Group
and the University established their guidelines
to minimise the credit risk associated with these
financial assets. Held-to-maturity debt securities
are predominatly with minimum credit ratings
of “Aa3/AA” as assigned by international credit
rating agencies at the time of purchase. Trading
securities are all of good investment grade
and are held through appointed professional
investment managers who would manage the
portfolios through comprehensive monitoring
systems. The Group and the University have
no significant concentration of credit risk,
with exposure spread over a large number of
counterparties.

Internal policies have also been set up to reduce
credit risk associated with bank deposits. Such
policies do not only restrict deposits to be placed
at Authorised Institutions (Note) of good credit
ratings but also address concentration risk by
limiting the total amount deposited with each
institution.

Credit risk associated with loans and other
receivables is immaterial to the Group and
the University and all doubtful receivables are
adequately provided for.

(Note: Authorised Institutions are deposit-taking
institutions that are licensed by the Hong Kong
Monetary Authority to operate in Hong Kong.)

30.

THEREERAAEE
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RAES « BUfSREEMRE - RESHIRENSE
158 - ZHREED - SLEERMTAEMEHNERERE
EEEE - REEEERE - FIRER - SMERRLRKRE
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FEES IR EAR
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(i) Liquidity risk

The Group and the University have sufficient
funds to finance its ongoing working capital
requirements. Measures are implemented to
regularly monitor the current and expected
liquidity requirements of the Group and the
University, ensuring that sufficient cash reserves
and readily realisable marketable securities are
maintained to meet its liquidity requirements.

The following table presents the earliest
settlement dates of the Group’s and the
University’s financial liabilities at the balance
sheet date, which are based on contractual
undiscounted cash flows (including interest
payments computed using contractual rates or,
if floating, based on current rates at the balance
sheet date):

(ii) MENE T
AERERABEEANRENE S AR IHEZEF
& IREHIIEHERRENRKASNEENT
2 DEASEEARSES LoIEREFENTES
=5 MERRZE -

AF—BRINLABERERABEEAGRRALE
ERFAZMAHS  ENREHZKRITRESRE
(BEREHFMRFENFEZE - MEHIFRIN
FEMNRFAENE - IRREESRRANZFHR
RFHE)

(@) The Group ~ REZEEE
(Expressed in thousands of Hong Kong dollars)  (AB#TFTHIR)
Contractual undiscounted cash outflow
REHZRIFRRT RS
2010
Balance Within 1 Year More than More than 2 5 Years Total
Sheet or 1 Year but Years butless and amount
carrying on Demand less than than More
amount 2 Years 5 Years
BEAER —5R BE—& BBE-—g IF
IRESE 2 WEER  @Eor-F ELREE ME e
Accounts Payable and FE(TIRFUNIERTER 564,289 564,289 - - - 564,289
Accruals
Provision for Employee {EE18F| %1 458,501 260,607 176,766 21,128 - 458,501
Benefits
Loans and Borrowings f&&k 141,777 100,876 15,801 20,351 6,824 143,852
Deferred Income IRFEUT 8 673,526 463,320 210,206 - - _ 673,526
1,838,093 1,389,092 402,773 41,479 6,824 1,840,168
2009
Balance Within 1 Year More than Morethan2 5 Years Total
Sheet or 1 Year but Yearsbutless and amount
carrying on Demand less than than More
amount 2 Years 5 Years
aEamx —FA  gE-5 ®BB-s IF
FESE  SHEER  @EoR—E ESREE RE 88
Accounts Payable and FEfTIRFARFEZTER 534,885 534,885 - - - 534,885
Accruals
Provision for Employee &EE&%Ef# 474,658 256,095 178,455 40,108 - 474,658
Benefits
Loans and Borrowings & 159,113 102,414 15,801 33,878 9,098 161,191
Deferred Income IEEUR R 590,750 406,687 184,063 - - 590,750
1,300,081 378,319

1,759,406

73,986 9,098 1,761,484
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(b) The University FE
(Expressed in thousands of Hong Kong dollars)  (BAB#TFTHIR)

Contractual undiscounted cash outflow

REAZKFITRAESRLE
2010
Balance Within 1 Year More than More than 2 5 Years Total
Sheet or 1 Year but Years butless and amount
carrying on Demand less than than More
amount 2 Years 5 Years
BEA/ER —&FR we—& Be-E IF
IRE 8 REER  ELRTE ELREE ML L]
Accounts Payable and FEfTIRFRMESTER 623212 623,212 - 623,212
Accruals
Provision for Employee 1ESf@FI#EH 456,484 259,160 176,196 21,128 456,484
Benefits
Loans and Borrowings (RN 141,777 100,876 15,801 20,351 6,824 143,852
Deferred Income IEFEUT AR 673,526 463,320 210,206 673,526
1,894,999 1,446,568 402,203 41,479 6,824 1,897,074
2009
Balance  Within 1 Year More than Morethan2 5 Years Total
Sheet or 1 Year but Years butless and amount
carrying on Demand less than than More
amount 2 Years 5 Years
BEAER —&R Bi-5 BicF ki
RESE W REER  @orcE @onmEsE RE es
Accounts Payable and FEMTIRFARFERTER 564,846 564,846 - - - 564,846
Accruals
Provision for Employee fES&FI%EfH 473,012 255,150 177,859 40,003 - 473,012
Benefits
Loans and Borrowings EEN 159,113 102,414 15,801 33,878 9,098 161,191
Deferred Income IEFEUT A 590,750 406,687 184,063 - - 590,750
1,787,721 1,329,097 377,723 73,881 9,098 1,789,799
(iii) Interest rate risk (iii) FZREBE
As to interest-bearing financial assets, the Group HREEFNEWESNERHEE - ABEELAES

and the University hold fixed-rate bank deposits
and debt securities.

The Group’s interest-bearing financial liabilities
at the balance sheet date are not significant. The
Group does not expect short-term fluctuations in
market interest rates will have significant impact
to the Group’s results of operations.

During the year under review, the Group and

or the University have no interest rate risk from RS EFI RGNS E

interest-bearing loan since the only interest-
bearing loan taken out by the University is for the HETRE -
sole purpose of operating a staff loan scheme

and any fluctuations in market interest rates only

affect the staff loan borrowers.

e

RIS EESNRITERMERES

S48 .

)

ABEEREESRRAIREEANTEEMNE
& - REREFRHTISHRNERKEL A ZEH A
SRENEEEREBMEAN

RAEMBEE  KBEEMABIILIBERTEE
ERELTEEME
AREIEEE  MESENFREREHEE]




The following tables indicate the effective interest

rates of these interest-bearing financial assets:

B —ERF LB BA SR EE BRI :

(@) The Group KEREEEE
(Expressed in thousands of Hong Kong dollars) (MAB#ETFITHIR)
2010 2009
Effective Carrying Effective  Carrying
Interest Amount Interest Amount
Rate Rate
% p.a. % p.a.
BERFAR RESHE BREFNXR REZHE
Fixed Rate Notes and Deposits ~EERBRFR 2.23 7,794,436 213 7,537,332
(b) The University K&
2010 2009
Effective Carrying Effective  Carrying
Interest Amount Interest Amount
Rate Rate
% p.a. % p.a.
BERFAR RESHE BRFENXR RESHE
Fixed Rate Notes and Deposits ~EERBMEFNR 2.26 7,014,849 2.05 6,710,449
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(iv)

As at 30 June 2010, it is estimated that a general
increase/decrease of 50 basis points in interest
rates, with all other variables held constant,
would have increased/decreased the Group’s
surplus by approximately $20,099,000 (2009:
$22,917,000).

The sensitivity analysis above has been
determined assuming that the change in interest
rates had occurred at the balance sheet date
and had been applied to interest rate risk for
investments in short-term time deposits in
existence at that date. The Group may be
exposed to interest rate risk indirectly via its
holding in the investment portfolios which
hold debt instruments. Increase/Decrease
in investment income from these investment
portfolios arising from interest rate change
however are not considered in the sensitivity
analysis above due to insufficient information
provided by fund managers. The 50 basis points
increase/decrease represents management’s
assessment of a reasonably possible change in
interest rates over the period until the next annual
balance sheet date.

Foreign currency risk

The functional currency of the Group and the
University is Hong Kong dollars (HKD). Both the
Group’s and the University’s monetary assets are
denominated mainly in HKD and United States
dollars (USD) while their monetary liabilities
are predominantly in HKD. Those assets and
liabilities demoninated in currencies other than
HKD and USD are not material.

About 31% of the Group’s and 30% of the
University’s financial assets (including cash,
bank deposits with banks, debt, equity securities
and investments) are denominated in USD,
but it is considered that risk of movement in
exchange rate between the HKD and the USD
is insignificant as the HKD is currently pegged to
the USD under the linked exchange rate system
adopted by the Government of the Hong Kong
Special Administrative Region.

The following tables show the amounts of
financial assets (including cash, bank deposits
with banks, debt and investments) denominated
in various currencies at the balance sheet
date:

REZF—FFXA=1TH  BRAFEMITEEE
BREBAFE - WFRBMED DT > KBRE
REANBRSENEI O ZFEABAFT(Z
FINE  TFTEAT—EB LT -

HiREEATNERR B RNEBNEES
RRERE - WEAR SN HMIRTER
FRFEAZMFIRER - ARESEERERHTE
MER - WERF RSP MHZEFREEGEELZR
ElmoE - AlRBEEERU EMBREI D -
BRI+ FEEERBHEETRFEEEE
BERA BN RN S E TR R IR -

(iv) SMERRR

AEBRELASBNINEERREY  SRMEEEMN
BEBEEETRE  MEBUHEBEUEBSE - &8
MHEENSEUIIMNMSEENERLTRA -

ABEERABHEURTAEEEBNERNEE
BRAAHEEREESENEIL=T—"RESL
=+ (BFRE  FHRRITER - T - BER
12E) - BEEBRAITHERMNBMETHEEHE
EHBMBERFET  AEEEERRETHE
BERGCZERTEX -

RF—BRIHEERERANSEERAEES
BHNEHEECEHE (BERE - FRRERTHNE
M EBRRRE) ¢



(Expressed in thousands of Hong Kong dollars)

(AEEEFTIT)

(a) The Group REERE
2010 2009
Amount % of total Amount % of total
value of value of
financial financial
assets assets
=8 LAAERE =8 LAERE
Currency &g ENEALL ENESL
HKD B 7,102,984 65 6,668,889 66
usb X7t 3,323,940 31 3,072,255 30
Euro BRTT 62,898 1 67,944 1
Japanese Yen BT 50,448 1 57,631 1
Pounds Sterling R 50,382 1 63,661 1
Others Hite 95,260 1 73,691 1
10,685,912 100 10,004,071 100
(b) The University RE
2010 2009
Amount % of total Amount % of total
value of value of
financial financial
assets assets
| HREME k] HHRERE
Currency &5ig EMBALL ENBSLL
HKD ot 6,340,124 66 5,922,765 66
USD EyH 2,913,153 30 2,677,100 30
Euro [ERTT 62,898 1 64,654 1
Japanese Yen HiT 50,448 1 57,631 1
Pounds Sterling REE 40,998 1 53,328 1
Others Hftt 93,319 1 72,259 1
9,500,940 100 8,847,737 100

HE-F—FFA=TH  ABEERABZNEEN

As the percentages of financial assets
denominated in currencies other than HKD and
USD to the total financial assets of the Group
and the University was 4% as at 30 June 2010
(2009: 4%), exposure to foreign currency risk is
not significant.

EnSIMEREEC EREEGREREEEDR
REEACH(EFFTAFREACH) AR
RARBuIRERZ M E EL BRI B o
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(v) Equity price risk

The Group and the University are exposed to
equity price risk arising primarily from equity
investments and unit trusts classified under
trading securities (see note 15). The equity
price risk of the investments is managed by
professional managers through their own risk
management and assessment policies. The
investment managers’ investment strategies
are governed by the University’s investment
and asset allocation guidelines. The Group and
the University also monitor the risk exposure by
reviewing periodic reports from the custodians
and investment managers. The Group’s and the
University’s investments in equity securities are
spread over major stock markets in the world.

At the balance sheet date, if the prices of the
respective listed equity securities and unit
trusts had been 5% higher/lower, with all other
variables held constant, the Group’s and the
University’s surplus for the year would have
been increased/decreased by $53,926,000
(2009: $61,483,000) and $35,865,000 (2009:
$47,352,000) respectively as a result of the
changes in fair value of the listed equity securities
and unit trusts.

The following tables show the breakdown of
the values of the Group’s and the University’s
investments in listed equity securities and unit
trusts by trading market at the balance sheet
date:

(v) BREERER

ARERELASBFEHNEEEREREEFRE S
FRUEEES THRAESNEMETES (M
#15) - REEREARHERRECESEBMPAF
AIMERTE R EEBRERRE  MEREEE
HlFT I E SRR M A IRBEA B FAHIETMIRE N EE
RECIES| - ABEELRABNBERTERBRE
ESENERREUFTEERE - KBEEEKEM
BFAENRSESLEMEIEESMNIURAZIER
REMS -

REEGRRE EREEFNEMERESNER
EAITBERCE  EEM—ITERRERT
SHERT  AERELRASBRFANELR  8F
tHREESREMEREENATEESZE 2
AEN/EP ATF=BA+=BATR(EFIFTAE
ATF-BETN\B=FRIA=FREN+AEAT
T(EFTAF  BFtE=TAB=FN) -

UTF—EBRIHEESRRARBRELABRER
BEREHE LMBREREMEREENEE

(a) The Group REBERE
(Expressed in thousands of Hong Kong dollars)  (BABETFTHIR)
2010 2009
Equities  Unit Trusts Total Equities Unit Trusts Total

Market 5 BAES BffEEEE  #E8 BAES BEfERES 48
United States %E 328,544 43,512 372,056 318,318 54,349 372,667
Hong Kong gt 467,930 1,025 468,955 487,151 123,267 610,418
Europe ERiM 119,440 - 119,440 117,406 12,390 129,796
Japan [=F:N 49,756 - 49,756 57,158 20,018 77,176
Asia Pacific TKRE - 49,293 - 49,293 31,797 - 31,797

excluding sEM

Hong Kong HASERSH

and Japan
Others Hith 19,018 - 19,018 7,806 - 7,806

1,033,981 44,537

1,078,518 1,019,636 210,024 1,229,660




(b) The University KE

(Expressed in thousands of Hong Kong dollars)

(BT TR

2010 2009

Equities  Unit Trusts Total

Equities  Unit Trusts Total

Market His BAES BuEEEE EAEs BfuEREE @8
United States E | 328,544 43,512 372,056 318,318 54,349 372,667
Hong Kong & 109,683 - 109,683 207,953 121,264 329,217
Europe &R 119,440 - 119,440 117,406 12,390 129,796
Japan B7s 49,756 - 49,756 57,158 20,018 77,176
Asia Pacific BEAXE 47,352 - 47,352 30,385 - 30,385

excluding 'gEE

Hong Kong BZBRIH

and Japan
Others Hith 19,018 - 19,018 7,806 - 7,806

673,793 43,512 717,305 739,026 208,021 947,047

30.2 Limited partnerships and alternative

investments

There may be frequent short-term fluctuations in the
value of the limited partnerships and the alternative
investments during the durations of the investment
horizons. Both types of investments are under
the close scrutiny of the University Administration
and the University’s Finance Committee and
Investment Sub-committee. Professional fund
managers handling these investments have ample
experience in administering endowment funds of
prestigious private universities in the United States.
They manage the investment portfolios by using
comprehensive monitoring systems to minimise
credit risk, liquidity risk, interest rate risk, foreign
currency risk and equity price risk, where applicable,
of the underlying assets through diversifications
of their investment portfolios, frequent on-site due
diligence visits, proprietary quantitative analyses
and other relevant measures. The funds deployed
for these two categories of investment are of
non-UGC source, mainly comprising donations
and University’'s own cash reserves. Short-term
diminution in the fair values of these investments
will not have significant impact on the University’s
daily operations.

(i) The following table shows the amounts of asset
allocation in the limited partnerships at the
balance sheet date:

30.2 [RESHBIRERBERE

RESBIRELSERENBEETRRIGERPIES
EHANEE) - ABERENABHBEEGRHEETH
REZEERNTRIMEIRENEE - AREWER
ENESEHEREEXERRMUABEFLEERS
HOAERR - hfIZIB R IRSTMAVESEME] (MNDEURE -
EHAEHEIE - BIEANE) SEEREREETASRIE
EEMEMANGE - REEE - fIR - MELRREER
HER - EMBERENESWIFREBAABHEE
BEESRHUNEETEHIE - TEZREINRIER
RABMF#FEE - WEFRENBHRBELEFIRZEKN
SBMHREE-

(i) MF—EBRIHLREEABRORSEBIREEE
DECHIEE
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The Group and the University REEENAE
(Expressed in thousands of Hong Kong dollars) (LA T 5THR)
2010 2009

] % &8 %
Hedge Funds HihES 279,310 28 206,103 27
Cash RE 27,931 3 106,868 14
Private Equity FhE R 185,928 19 83,968 11
Real Estate EiiE 77,248 8 68,701 9
Fixed Income EEWA 130,345 13 61,068 8
United States Equity B ES 46,552 5 53,434 7
International Equity IRERERE 37,241 4 53,434 7
Emerging Markets Equity ~ FTEITISRE 46,552 5 53,434 7
Natural Resources RAEIR 77,248 8 45,801 6
Others Hith 82,314 7 30,534 4
Total i 990,669 100 763,345 100

(ii) The following table shows the amounts of (i) M F—EBRIIEREEEERASEREEED
asset allocation in alternative investments ELRS%E -
at the balance sheet date:
The Group and the University AREBEERASR
(Expressed in thousands of Hong Kong dollars) (AT T5IR)
2010 2009

&8 % Ert ] %
Hedge Funds HinEE 141,844 78 90,477 81
Real Estate FEithE 25,945 14 16,883 15
Private Equity hERE 13,599 8 4,385 4
Total 4 181,388 100

111,745 100
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30.3 Fair values

All financial instruments are carried at amounts not
materially different from their fair values as at 30
June 2010 and 2009.

The fair values of listed equity, debt securities and
unit trusts are based on quoted market bid prices
at the balance sheet date.

The fair values of unlisted equity-linked notes are
based on the valuations provided by the counterparty
financial institutions.

Fair values for held-to-maturity debt securities are
based on their trading values in the secondary
market on or nearest to the balance sheet date.

Since the limited partnership investments and the
alternative investments are not readily marketable,
the University management determines their fair
values based on the capital account statements
provided by General Partner of the Partnerships and
the administrators or investment managers of the
alternative investments, respectively. However, such
estimated fair values may differ from the values that
would have been determined had an open market
for these investments existed.

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 follow:

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

- Level 2: fair values 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

The table below analyses financial instruments,
measured at fair value as at 30 June 2010, by the
level in the fair value hierarchy into which the fair
value measurements are categorised:

30.3 DRRfEE

FFEERMIAERTSTAFER=F—FFA=1THN
REEEAREBEREASR -

LHRE - EEESREMEREESNOABERRE
EMREEGRROMNTISEABMIE °

JE LR SEHNER C AR EERRERERMER
REMGEE -

HEZHP A ZEEESNAABERRBEEARR
BRI AT —FRESFHIENHEMERATE -

HRREEGBRELASERELBELRMEER - K
SEEBREHIIRNAALEREREEGRARSER
EEENHESEEASIFREHNERIREER - 78
ZiGETEEE LTS ETEENEETFEER

EEMBREENEREE "ERTHE BB, BX
BR=E "“ArEEER FHEEEEERIENS
RAEEE  SEESRIENAABEERZREHE
ERERBKEFBAZ=ESHEHEDZ— - =EASHH
ERWOT :

- Eh— (BREER)  ZEMIARUERRTES LN
HRLAEEGREEREN)HRE

- ERZ  RERMTREZNERERTE ENEULRE
BERE @ SMRIETIS L EENERERENEEIU
A ERIDEITRE

- ER=(REFH)  ZERIEIANBEMGERD
MHE  EPERMNRBEFEETS ETRREN
g

UF—BREUA=F—FFA=tHZARBEEMT
BENEMTRRAARBERRIERT O :
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(a) The Group REER

During the year there were no transfers between
financial instruments in Level 1 and Level 2.

The following table shows a reconciliation from
the beginning balances as at 1 July 2009 to the

(Expressed in thousands of Hong Kong dollars) (AT ITHIR)

Level 1 Level 2 Level 3 Total

EFEih— FiRh— Fih= FLEC
Trading Securities Gl =t 1,419,874 - - 1,419,874
Available-for-sale Securities ot HEEE 217,417 - - 217,417
Limited Partnership Investments [RE&aBIZE - - 990,669 990,669
Alternative Investments SEEiE - - 181,388 181,388
Total yaEE 1,637,291 - 1,172,057 2,809,348

(b) The University X2

(Expressed in thousands of Hong Kong dollars) (BT TTHIR)

Level 1 Level 2 Level 3 Total

FiR— EEF 1 FR= k]
Trading Securities =] 1,274,440 - - 1,274,440
Limited Partnership Investments [RESHIRE - - 990,669 990,669
Alternative Investments BEEIRE - - 181,388 181,388
Total 4BzE 1,274,440 - 1,172,057 2,446,497

FREFEETESR—HBER—BBE -

UF—BRITABRENABR-BFAFERA—HEZ
T-FFEANA=TRYRBERAABESR=NEMTH

ending balances as at 30 June 2010 for the fair  ZEYIEEKRLESET) :
value measurements in Level 3 of the fair value
hierarchy for both the Group and the University:
The Group and the University RERELKE
(Expressed in thousands of Hong Kong dollars) (BABYETFTTHIR)
Investment securities
BHIRE

Opening balance as at 1 July 2009 HR§4E 88 875,090
Total gains included in the Statement of EaiEEEERZRD 143,997

Comprehensive Income and Expenditure HYARU 5
Additions preh 152,970
Closing balance as at 30 June 2010 HEFRAERS 1,172,057

There were no transfers of financial instruments
into or out of Level 3 of the fair value hierarchy for
both the Group and the University for the financial
year ending 30 June 2010.

All gains and losses for the fair value measurements
in Level 3 of the fair value hierarchy were
recognised in the Statement of Comprehensive
Income and Expenditure for both the Group and
the University for the financial year ending 30
June 2010.

BETFT-FFENA=TH ABBELRABNER=CE
MEELSHEMNEAREDL -

SERERABHENER=SMTH &#E"F—FFX
B=1+HMiERCEZENRER



The Level 3 financial assets of the Group and the
University are the investments in the three limited
partnerships and the alternative investments
arranged by an investment consultant in the United
States as detailed in Note 30.2.

Although the Group and the University are of
the view that fair value measurements in Level
3 financial assets based on the capital account
statements provided by the General Partner of the
three limited partnerships and the administrators or
investment managers of the alternative investments
are appropriate, the use of different methodologies
or assumptions by the underlying investment
managers engaged by the limited partnerships and
the University could lead to different measurements
of the fair values. Because of the vast number of
investment managers managing a wide spectrum
of investment vehicles, changing one or more
of the unobservable inputs used by any one of
these investment managers to certain reasonably
alternative assumptions would have different
degrees of impact on the fair value of the respective
investment vehicles. The US-based investment
consultant’s advice has been sought and its
analysis of returns of widely-used market indices for
alternative investments (i.e. funds of hedge funds,
private equity funds, real estate funds and natural
resources funds) against general conditions of
investment markets suggests that while the returns
of these indices are historical and past performance
is not a guarantee of future results, these indices
can be applied to a simple overall quantitative
sensitivity analysis relating to the fair values of
major alternative investments in the Group’s and
the University’s Level 3 financial assets.

Assuming that:

(i) the widely-used market indices for funds of hedge
funds, private equity funds, real estate funds
and natural resources funds had increased/
decreased by 5% and the fair values of assets
under “Fixed Income” and “Others” of the Level
3 financial assets had increased/decreased by
5% and

(i) the prices of United States/international/emerging
markets equities had been 5% higher/lower,

with all other variables held unchanged, the fair
values of the Group’s and the University’s Level
3 financial assets, and hence the Group’s and
the University’s surplus would have increased/
decreased by approximately $57,206,000.

ARBEELABNER=CEHEESIEME30.212
EH=ERESHEE A HXBERERR LR
BESEEIRE -

BARBEENABRDER=CEHEENLRE
EURERRECSHEENESBARSEREZIRER
HEyHESEENSIRHNESRERRAEES
ML - BEREGBASABEENRESEERTR
MZEERR - HERETFRANAREE - BRZERA
MR EEEHBNREIRENERNRS - HEA—(%
EEER AN S ETS LA RRNBAEHES
FH—LEEENRTE - HENLABERETRZEEN
& - AEREMREEIREBEASIN IR -
WhisEZERESERE (MHTES ASRERE
£ BHERES - RAERES ) HENEHERES
IBMERINRE —EMHEERR - BAZEEHMOR
EERBENBIEMAFNRIRL T WE RRHERAE
W ZEFERNECTRARMABRERABRENES
W= EMEEN AR EEFHENEEIEHREI N
HEETE -

FR5%:

(i) HERHSEZERMSGERREYES  WERE
EE  EHEEESRRAEREENHERLA/T
BRESARESHR=LEREET "E2K
A" f “HEft” ERIMEENLREE LA/ TR
BAZAM

(i) RE/IRH/FEHSRENER LA/ THREDL
ﬁ ’

MEMMEITEEEE RGFE - KEBERABNER=
ZEMEENLABENASEELABRTANRR
SENEPIATEE=TENTT -
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31.

32.

33.

ACCOUNTING ESTIMATES AND JUDGEMENTS

The Group’s and the University’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
and the University reviews the estimated useful
lives and residual values of the assets annually
in order to determine the amount of depreciation
expense to be recorded during any reporting period.
The useful lives and residual values are based on
management’s historical experience with similar
assets and, where applicable, taking into account
anticipated equipment upgrade and replacement.
The depreciation charges for future periods are
adjusted if there are significant changes from
previous estimates.

The split between current and non-current portion
of the balance of Deferred Income is based on the
expenditure spent in the current year or the unspent
balance of the grants, whichever is lesser.

Notes 15 and 16 contain information on the
assumptions and risk factors relating to financial
instruments and defined benefit retirement
obligations.

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 pronounced 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 is expected
to be in the period of initial application. So far it has
concluded that the adoption of them is unlikely to
have a significant impact on the Group’s results of
operations and financial position.

COMPARATIVE FIGURES

Certain comparative figures in the Consolidated
Balance Sheet and the Consolidated Cash Flow
Statement in relation to inventories and provision
for employee benefits have been re-classified to
conform with the current year’s presentation.

31. IREfEET K HIER

ARBRELABHNETEE  SMEMTIRAFRAE
BREE - MERHNETIRE - 85 ABEERASE
EEEECEENTAFRAZGEENRESESR
FREARMITESL - TRAFRARGEERENEE
BHRERELEENEER  RERERMIRARE
B - MBEMGETRIEEARNE - RRFHIIFERS
% E BRI

BRI mMRERREAIERENNEEE - RERE
FRIS L BRI RAURAAR SRR - ABRER\AUERIA
BRI

MizE 16 KMt 1 6B EHNBRAEM T RALAEN @R
AREFTEINER A EBRRE -

32. HE-E-SFAA=THILESEECHEMEMNE
EWASET ~ METER R ERECREENE

HEXAUBHRRELD - FEESALIRHSIEE
&l ~ FRTHERINERRE - BXFIER] ~ MRIERINERERE
ETT-FTFXRA=THILFEMNRER - MANKRE
AWK PEA -

ABEMBIEERRAZFER > LEHERRAZK
FEAIRAVDEHASREEEGRNVB R TIBENE
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INDEPENDENT AUDITOR’S REPORT
boRvE 2 e

TO THE BOARD OF TRUSTEES OF CHUNG CHI COLLEGE
THE CHINESE UNIVERSITY OF HONG KONG

HEEPNABRBEORRED

We have audited the financial statements of the Trustees of
Chung Chi College (the “College”) set out on pages 2 to 26,
which comprise the balance sheet as at 30 June 2010, and
the statement of comprehensive income and expenditure, the
statement of changes in funds and the statement of cash flows
for the year then ended, and a summary of significant accounting
policies and other explanatory notes.

THE BOARD OF TRUSTEES’ RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

The Board of Trustees 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. 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 Statue 12(7) of The Chinese
University of Hong Kong Ordinance (Cap. 1109), 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 Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance as to whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor’s judgement,
including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and true and fair presentation
of the financial statements in order to design audit procedures that
are appropriate in the circumstances, 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 Board of Trustees, as well as evaluating
the overall presentation of the financial statements.

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

OPINION

In our opinion, the financial statements give a true and fair view
of the state of affairs of the College as at 30 June 2010 and of
its surplus and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards.

KPMG

Certified Public Accountants

8th Floor, Prince’s Building

10 Chater Road,Central, Hong Kong

4 November 2010
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THE TRUSTEES OF CHUNG CHI COLLEGE

THE CHINESE UNIVERSITY OF HONG KONG

BEPXABRELRRER

STATEMENT OF COMPREHENSIVE INCOME AND EXPENDITURE ZHIZR
FOR THE YEAR ENDED 30 JUNE 2010

HE—S-SFAA=STHILFE

(Expressed in thousands of Hong Kong dollars) (I i&#&T7T517%)

2010 2009
Pommerenke  Other Pommerenke Other
Trust Funds Trust Funds
Fund Fund
Note EEE R Hith EEEfm Hith
P BE Bf HE HE
Income WA
Subsidy from Pommerenke EEmETER - 15,572 - 14,431
Trust Fund
Tuition, Programmes and Other BE  REMHEHM 3 - 2,380 - 1,927
Fees &
Interest and Investment Income MERIGEWES 4 27,246 4,788 12,112 8,266
Donations and Benefactions =Y NE=E N 5 - 23,660 - 21,708
Ancillary Services Income EHENRRFSUIA 6 3,928 1,244 3,800 1,377
Gain on Disposal of Investment HEREMERKE 10 5,930 - 5,327 -
Property
Other Income EHAg A 7 - 2,665 - 3,068
37,104 50,309 21,239 50,777
Expenditure 54 8
Learning and Research iy &b 5E
Other Academic Services EL{h# EB RS - 7,917 - 8,470
Institutional Support B IR BIARE
Management and General EBN—RREIE 11 2,396 14 2,134
Premises and Related Expenses EFAEETH 1,576 145 1,280 45
Student and General Education BYEN—BHE - 20,141 - 21,169
Services ==t
Other Activities HthEE55 - 730 - 408
Subsidy to University/College BRI ER /B 45572 - 14,431 -
Academic Activities A1l iEED
47,159 31,329 15,725 32,226
(Deficit)/Surplus for the Year AEFE(BR)RR (10,055) 18,980 5,514 18,551
Other Comprehensive Income Ht2mEmkss
Increase/(Decrease) in Fair Value oIt SRR ARE - 1,694 - (11,309)
of Available-for-sale Equity RRBEEZEMN
Securities (WD)
Total Comprehensive Income AFERHINRLEEE (10,055) 20,674 5,514 7,242
for the Year - -
Transfers to/(from): BIRE/(8) -
Endowment Trust Funds B fEEEE - 1,601 - 1,240
College Head’s Discretionary RRZEEAEE - 156 - 863
Trust Fund
College Development Trust Fund BREREIES - 3,596 - 3,730
Student Welfare Trust Fund BLEMNGERES - 1,548 - 511
Divinity School Fund HEREE - (1,183) - 12,207
Investment Revaluation Reserve BB EhERE - 1,694 - (11,309)
Pommerenke Trust Fund EEmREE (10,060) - 5,514 -
Capital Fund EEES 5 13,262 - -
(10,055) 20,674 5,514 7,242

The notes set out on pages 6 to 26 form an integral part of these financial statements.
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THE TRUSTEES OF CHUNG CHI COLLEGE
THE CHINESE UNIVERSITY OF HONG KONG
BREPYABRESRRER

BALANCE SHEET HE&ER

AS AT 30 JUNE 2010

—®-®F/A=+H

(Expressed in thousands of Hong Kong dollars) (LAj&#T7E5173)

Note 2010
[
Non-Current Assets ERENEE

Investment Properties BEm 10 - -
Fixed Assets EE&EE 11 14,750 1,483
Investments ®BE 12 230,783 280,444
245,533 281,927

Current Assets MENEE
Investments B7E 12 242 731 176,507
Amount due from The Chinese University FEURE B P SR BIRIE 13 2.345 -

of Hong Kong

Student Loans BLEmM 368 351
Inventories s 375 227
Deposits and Payments in Advance RERIAEMTTRIE 13 651 1,001
Accounts Receivable FEYSTIRTR 13 3,422 6,825
Cash and Time Deposits REMIRITERER 14 371,704 390,923
621,596 575,834

Current Liabilities mENEE
Amount due to The Chinese University &R ABIRIE 15 - 569

of Hong Kong
Creditors and Deposits FEfTIRFA R IRE 15 1,782 2,753
Provision of Employee Benefits ESfaF %R 1,324 904
3,106 4,226
Net Current Assets mENEEFHE 618,490 571,608
Total Assets Less Current Liabilities HEERRBEE 864,023 853,535
Non-Current Liabilities EREaE

Provision of Employee Benefits EEEF % 455 586
NET ASSETS BERSE 863,568 852,949
Endowment Trust Funds EiiffsaES 36,693 35,157
College Head’s Discretionary Trust Fund RREXZEEAEE 5,294 5,150
College Development Trust Fund BRERERER 59,254 55,783
Student Welfare Trust Fund BLEfERER 13,702 12,154
Divinity School Fund HERES 93,249 95,695
Investment Revaluation Reserve BRESEhHEE 15,527 13,833
223,719 217,772
Pommerenke Trust Fund EERET 16 625,099 635,177
Capital Fund EEES 14,750 -

TOTAL FUNDS axieE

863,568 852,949

Approved and authorised for issue by the Board of Trustees on 4 November 2010

REERREGR-F—FTF+— AN HERSRERICHUTHERER

Karl C. Kwok Chairman, Board of Trustees
ZRERR REEXRE

Aubrey K.S. Li Chairman, Finance Committee
FEE REEUIZEEEXRE

Leung Yuen Sang Member, Board of Trustees
Rk RESEES
The notes set out on pages 6 to 26 form an integral part of these financial statements.
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THE TRUSTEES OF CHUNG CHI COLLEGE

THE CHINESE UNIVERSITY OF HONG KONG
BREPXABRELRRER

STATEMENT OF CHANGES IN FUNDS EZ&&)R
FOR THE YEAR ENDED 30 JUNE 2010

HE—S-SFAA=STHILFE

(Expressed in thousands of Hong Kong dollars) (A& #T5t517R)

College
Head'’s College Student
Endowment Discretionary Development Welfare Divinity Investment Pommerenke
Trust Trust Trust Trust School Revaluation Trust Capital
Funds Fund Fund Fund Fund Reserve Fund Fund
Bl ST FRR%EC BREE  BEEN aER  REER BEER ={-3
2 EEES EER ERE: ES e B2 B
Balance at 1 July 2008 —BBNEF 33,454 4,289 52,162 11,995 83,488 25,142 629,663 -
+tRA—RB&8R
Transfers from/(to) Statement ¥EE/(ZE)EEIZT 1,240 863 3,730 511 12,207 (11,309) 5,514 -
of Comprehensive Income
and Expenditure
Transfer between Funds EEEZER 463 ) (109) (352) - - - -
Balance at 30 June 2009 —EFFThE 35,157 5,150 55,783 12,154 95,695 13,833 635,177 -
~A=+a&® - - - - - - - —
Balance at 1 July 2009 =EThEF 35,157 5,150 55,783 12,154 95,695 13,833 635177 -
+tRA—RB&8R
Transfers from/(to) Statement EE/(E)ZEIZR 1,601 156 3,596 1,548 (1,183) 1,694 (10,060) 13,267
of Comprehensive Income
and Expenditure
Transfer between Funds EER 2Bk (65) (12) (125) - (1,263) - (18) 1,483
Balance at 30 June 2010 —F—Bf 36,693 5,294 59,254 13,702 93,249 15,527 625,099 14,750
AB=tTH&R

The notes set out on pages 6 to 26 form an integral part of these financial statements.
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THE TRUSTEES OF CHUNG CHI COLLEGE
THE CHINESE UNIVERSITY OF HONG KONG
BREPYABRESRRER

STATEMENT OF CASH FLOWS RERE
FOR THE YEAR ENDED 30 JUNE 2010

HE—S-SFAA=STHILFE

(Expressed in thousands of Hong Kong dollars) (LAj&#T7E5173)

Note 2010
PisE
Operating Activities REEE)
(Deficit)/Surplus for the Year REE(ER) R
Pommerenke Trust Fund EEREE (10,055) 5,514
Other Funds HihEE 18,980 18,551
Adjustments for: AEIER:
Depreciation e 198 205
Gain on Disposal of Investment Property HEREYE W (5,930) (5,327)
Interest and Investment Income ME R E I ES
Pommerenke Trust Fund EERES (27,246) (12,112)
Other Funds HittEE (4,788) (8,266)
Operating Deficit before changes in EEESENNZCESE (28,841) (1,435)
Working Capital
(Increase)/Decrease in Amount due from W& B I ABIRIEZ (2,345) 42
The Chinese University of Hong Kong (18h0)/R
(Increase)/Decrease in Student Loans BEERZOEM)ED (17) 36
(Increase)/Decrease in Inventories FEZ(Em)RD (148) 34
Decrease in Deposits and Payments B RFEGFRIEZED 350 179
in Advance
Decrease in Accounts Receivable FEMTIRTRZ iR 246 296
(Decrease)/Increase in Amount due to BT EB DI ARBIRIEZ (569) 569
The Chinese University of Hong Kong (e 30
(Decrease)/Increase in Creditors and Deposits FEFTIRFR Rz iz (R ) 380 (971) 725
Increase in Provision of Employee Benefits EE =AM ZIEm 289 121
Net Cash (Used in)/Generated from Operating REFE(FRA)EENREFE (32,006) 567
Activities
Investing Activities |RE RS
Decrease/(Increase) in Time Deposits with Original FAEA B =8 BRI ERRTEMR 239,586 (94,389)
Maturity over Three Months b 6 1)
Decrease in Unit Trust Cash Fund BAERIREES RS - 4,087
Payment for Purchase of Fixed Assets EBREEEE (13,465) (539)
Payment for Purchase of Investments BRRE (141,411) (100,122)
Proceeds from Sales of Investments HERBERERIE 134,368 71,467
Proceeds from Sales of Investment Property HEREYZEFRENIE 5,930 5,327
Interest Received =2 22,616 23,457
Dividend Received EliES 4,749 3,652
Net Cash Generated from/(Used in) Investing RETSEL/(FRB)NREFE 252,373 (87,060)
Activities
Net Increase/(Decrease) in Cash and Cash RERRESFEMZBILN/GED) 220,367 (86,493)
Equivalents
Cash and Cash Equivalents - Beginning of Year RERRESEY - FNEF 74,962 161,455
Cash and Cash Equivalents - End of Year RERRTEEN - FREE 14 295,329 74,962

The notes set out on pages 6 to 26 form an integral part of these financial statements.
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THE TRUSTEES OF CHUNG CHI COLLEGE
THE CHINESE UNIVERSITY OF HONG KONG
HEPXABSEESRERER

NOTES TO THE FINANCIAL STATEMENTS

R ¥R R AL
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BASIS OF PREPARATION

The financial statements of The Trustees of Chung
Chi College (the “College”) reflect the state of affairs
of all the funds of the College at 30 June 2010 and
the College’s results and cash flows for the year then
ended. The assets of the College are vested in the
Board of Trustees of Chung Chi College under The
Chinese University of Hong Kong Ordinance.

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

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 College. Of these, the following developments
are relevant to the College’s financial statements:

+  HKAS 1 (revised 2007), Presentation of financial
statements, and

«  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 funds during the period 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
and expenditure. 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 about the fair value measurement of the
College’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 College 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.

RRBR

FEBRRFARDREESR T2k IRESN"F
—FFXNA=TH MBI - UREEZHIEFER
FELRERE - TERRESERCEENLKES
BRXARBIRGIFR T -

AUBRRERREES M ASARGAEERR
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HER (FEMBREEA) - (FEGFEAD &
R RERE LRI RAIMER -

BRI ASERMIREMEESTNE B R
SR WERFARTSERNAFEMBEER - B
hEE TR B RISRT A

- EEGETHERISE15E(2 0 0 7185]) T MIEHERN
2HR, &

- EEMEHEERIEIRET TERTH  BE
- NESRT RN

HREALIREESEERSE1SK(2 0 0 7127]) » &
SEIFAEH ORISR PRE - BEIIRRRE
E2FX - HtMPEXIEEERENREZEKZRA -
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The “Significant accounting policies” set out below
summarises the accounting policies of the College
after the adoption of these policies to the extent that
they are relevant to the College.

The adoption of the new and revised HKFRSs has
no material impact to the financial statements of the
College for the year ended 30 June 2010 and 2009.

The College has not applied any new standard or
interpretation that is not yet effective for the current
accounting period (see note 21).

The measurement basis used in the preparation of
the financial statements is the historical cost basis
except 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 expenses. The estimates and
associated assumptions are based on historical
experience and various other factors that are believed
to be reasonable under the circumstances, the results
of which form the basis of making the judgements
about carrying values of assets and liabilities that are
not readily apparent from other sources. Actual results
may differ from these estimates.

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

A summary of the significant accounting policies
adopted by the College is set out below.

AERFEANEI RS BRERR LAEE S A
PR ABRR B BRERIERT Z (FRUHHRE
#RA) - WELATHHESIEA -

PRI LIRS (EEMBREER) -
HABEREE"FT-SEL_FFNFAA=THILSF
EMHBRRIL R -

BRI BES ST ERERAREMNFET E/ &5E
B (REmaRmMEE21) -

TEARHIBI BSERARAT - BRTEEARTIMBRTBERPINUEREAZ
5 > BHABEEMAERER -

ERGITEEEMBREERZMBRERN - EEEE
HIATHEER ~ SRR SR AR AR BER A RS
HEE - B - WA - b RBRESEERE
FEREZEEZEL THERSENEREER - I
BUSLHE AR S E LA EMIREE @ RE
BB RAENE L AthBARRIS FEFRENS - FRfSRTRVBIE T RE
HERCEREEER -

BEMATTERRRSHEE TR - MRBEHERTH
IERTERER R - HREFESEXARARER 1
RISFTHERMARRBEIERE - AIEELISTTRI
REIFIARSREAE T LARESR -

T 2L REANEEDEIBR -
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2.2

SIGNIFICANT ACCOUNTING POLICIES
Fixed Assets

Fixed assets, other than construction in progress and
art collections, are stated in the Balance Sheet at
cost less accumulated depreciation and impairment
losses (see note 2.4).

Construction in progress represents buildings under
construction, is stated at cost less any impairment
losses (see note 2.4) and is not depreciated.
Construction in progress is reclassified to the
appropriate category of fixed assets when completed
and ready for use.

Art collections are stated at cost less any impairment
losses (see note 2.4). The residual value of art
collections is expected to be equal to or greater than
the carrying amount, and therefore art collections are
not depreciated.

The cost of an asset comprises its purchase price
and any directly attributable costs of bringing the
assets to its working condition and location for its
intended use. Where it can be clearly demonstrated
that subsequent expenditure on an asset has resulted
in an increase in its future economic benefit, such
expenditure is capitalised as an additional cost of
that asset.

Depreciation is calculated to write off the cost of
fixed assets, less their estimated residual value,
if any, using the straight line method over their
estimated useful lives as follows:

Interest in Leasehold Land Over the
Held for Own Use Under remaining lease
Operating Leases term
Buildings 20 - 40 years
Equipment, Furniture, 3 —10 years

Fixtures and Fittings

Both the useful life of an asset and its residual value,
if any, are reviewed annually.

The gain or loss on disposal or retirement of a fixed
asset is determined as the difference between
the net proceeds and the carrying amount of the
fixed asset and is recognised in the Statement of
Comprehensive Income and Expenditure on the
date of retirement or disposal.

Investment Properties

Investment properties are land and/or buildings
which are owned or held under a leasehold interest
to earn rental income and/or for capital appreciation.
These include land held for a currently undetermined
future use.

2.2
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Investment properties are stated in the Balance
Sheet at cost less accumulated depreciation and
impairment losses (see note 2.4). Any gain or
loss arising from the retirement or disposal of an
investment property is recognised in the Statement
of Comprehensive Income and Expenditure. Rental
income from investment properties is accounted for
as described in note 2.8(v).

Investments

The College’s policies for investments in securities
are as follows:

(i) Dated debt securities that the College has
the ability and intention to hold to maturity are
classified as held-to-maturity securities. Held-
to-maturity securities are initially recognised
in the Balance Sheet at fair value plus
transaction costs. Subsequently, they are
stated in the Balance Sheet at amortised cost
less impairment losses (see note 2.4).

(i)  Investments in securities held for trading are
classified as current assets and are initially
stated at fair value. At each Balance Sheet
date the fair value is remeasured, with any
resultant gain or loss being recognised in the
Statement of Comprehensive Income and
Expenditure.

(iii)  Other investments in securities are classified
as available-for-sale securities and are initially
recognised at fair value plus transaction
costs. At each balance sheet date, the fair
value is remeasured, with any resultant
gain or loss being recognised directly in
investment revaluation reserve, except for
impairment losses (see note 2.4) and, in
the case of monetary items such as debt
securities, foreign exchange gains and
losses which are recognised directly in the
Statement of Comprehensive Income and
Expenditure. Where these investments are
interest-bearing, interest calculated using
the effective interest method is recognised
in the Statement of Comprehensive Income
and Expenditure. When these investments
are derecognised, the cumulative gain or
loss previously recognised directly in the
investment revaluation reserve is recognised
in the Statement of Comprehensive Income
and Expenditure.

23
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Investments are recognised/derecognised on
the date the College commits to purchase/sell
the investments or they expire.

Impairment of Assets

(i) Impairment of Investments in Debt and

Equity Securities and Receivables

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

- For receivables that are carried at cost,
the impairment loss is measured as the
difference between the carrying amount
of the financial asset and the estimated
future cash flows, discounted at the current
market rate of return for a similar financial
asset where the effect of discounting is
material. Impairment losses for receivables
are reversed if in a subsequent period the
amount of the impairment loss decreases.

- For financial assets carried at amortised
cost, the impairment loss is measured as
the difference between the asset'’s carrying
amount and the present value of estimated
future cash flows, discounted at the financial
asset’s original effective interest rate (i.e.
the effective interest rate computed at initial
recognition of these assets).

If in a subsequent period the amount of an
impairment loss decreases and the decrease
can be linked objectively to an event
occurring after the impairment loss was
recognised, the impairment loss is reversed
through the Statement of Comprehensive
Income and Expenditure. A reversal of an
impairment loss shall not result in the asset’s
carrying amount exceeding that which would
have been determined had no impairment
loss been recognised in prior years.

(iv) REMERNGIREE N SRR ERE R L &R
EIRENZREIRR R ARRIT
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- For available-for-sale securities, the
cumulative loss that had been recognised
directly in investment revaluation reserve
is removed and is recognised in the
Statement of Comprehensive Income and
Expenditure. The amount of the cumulative
loss that is recognised in the Statement of
Comprehensive Income and Expenditure
is the difference between the acquisition
cost (net of any principal repayment
and amortisation) and current fair value,
less any impairment loss on that asset
previously recognised in the Statement of
Comprehensive Income and Expenditure.

Impairment losses recognised in the
Statement of Comprehensive Income and
Expenditure in respect of available-for-
sale equity securities are not reversed
through the Statement of Comprehensive
Income and Expenditure. Any subsequent
increase in the fair value of such assets
is recognised directly in the investment
revaluation reserve.

(ii) Impairment of Fixed Assets and Investment

Properties

An impairment loss is recognised to the extent
that the carrying amount of an asset, or the
cash-generating unit to which it belongs, is more
than its recoverable amount. The recoverable
amount of an asset, or of the cash-generating
unit to which it belongs, is the greater of its fair
value less costs to sell and value in use. In
assessing value in use, the estimated future
cash flows are discounted to their present
value using a pre-tax discount rate that reflects
current market assessments of the time value
of money and the risks specific to the assets.
An impairment loss is reversed if there has
been a favourable change in estimates used to
determine the recoverable amount.
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2.6

2.7

2.8

Inventories

Inventories represent souvenirs held by the College
for resale. They are stated at the lower of cost and
net realisable value.

Cash and Cash Equivalents

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

Provisions and Contingent Liabilities

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

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

Income Recognition

Provided it is probable that the economic benefits will
flow to the College and the income and expenditure,
if applicable, can be measured reliably, income is
recognised in the Statement of Comprehensive
Income and Expenditure as follows:

(i) InterestIncome

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

25
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(i)

(iif)

(iv)

(v)

(vi)

Dividends

Dividend income from listed securities is
recognised when the share price of the
investment goes ex-dividend.

Tuition, Programmes and Other Fees

Tuition, Programmes and Other Fees are
recognised on an accrual basis and unearned
fees are treated as receipts in advance.

Donations and Benefactions

Donations and benefactions are recognised
in the Statement of Comprehensive Income
and Expenditure when the College becomes
entitled to the donations and it is probable that
they will be received, which is generally upon
receipt of cash.

Rental Income from Operating Leases

Rental income receivable under operating
leases is recognised in the Statement of
Comprehensive Income and Expenditure in
equal instalments over the accounting periods
covered by the non-cancellable lease term.

Other Service Income

Other service income is recognised when the
related service is rendered.

Employee Benefits

(i)

(ii)

Salaries, paid annual leave, housing allowances
and the cost to the College of non-monetary
benefits are accrued in the year in which
the associated services are rendered by
employees of the College, and the vast
majority are settled before the end of the
financial year.

Contract-end gratuity is payable on completion
of a contract appointment of not less than two
years. The gratuity, together with the total
amount of the College’s contributions to a
particular retirement scheme, will add up to
10% or 15% of the appointee’s basic salary
drawn during the contract period.

2.9

(i)

(i)

(iv)

(v)

(vi)
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2.1

(iii)  Contributions to defined contribution retirement
plans, including Mandatory Provident Funds
as required under the Hong Kong Mandatory
Provident Fund Schemes Ordinance, are
recognised as an expenditure in the Statement
of Comprehensive Income and Expenditure as
incurred.

(iv) Termination benefits are recognised when, and
only when, the College demonstrably commits
itself to terminate employment or to provide
benefits as a result of voluntary redundancy by
having a detailed formal plan which is without
realistic possibility of withdrawal.

Translation of Foreign Currencies

Foreign currency transactions during the year are
translated into Hong Kong dollars at the foreign
exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in
foreign currencies are translated into Hong Kong
dollars at the foreign exchange rate ruling at the
balance sheet date. Exchange gains and losses
on foreign currency translation are dealt with in the
relevant fund account through the Statement of
Comprehensive Income and Expenditure.

Related Parties

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

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

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

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

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

(iii)

REMTERARETEIZ MR - BEREESIREIE
HATEHIMEERR - RNEERERERERRR
AERBWL -

(iv) BHgItHERSErBERAEREN  F4- 8
AARTEER O ILEES SHRTEIR - SiRIBRZ
sHEIBEEREE MR SR EH HER - 7
BRAeEE -

2.10 SpESIRE

FAMIMERENC EIERS @ 19RRR5 H 2 ERR
BERER REERARGEEHMIMESHECERLE
EREE  HANZAZERRESEE - IAERRES
HEEAREZREETIZAMBEEA -

2.11 BAEgES

ERRTHERRET - EASBHRAERTEE

(i)

ZATBRENEESGREB—ERZEPTA
5§ > AT RESARERBRM T LEER
R SRR S0 ;

FERMZATHZHEZS ;

ZATEFBRNBEASINEGTENT] ;

ZALTEBAEREEEEASABZFALN
IERMFREMS ~ WZHFALIES - SHHFZEH
HEAFENERE



(v)  the party is a close family member of a (v)  BERATWEG)FrEALHERRERENZ%
party referred to in (i) or is an entity under the Z@EAANTIES - SKHEEEHISEATENS
control, joint control or significant influence e .
of such individuals; or

(vi)  the party is a post-employment benefit plan (vi) BRMEENFRSRREREREBERNE
which is for the benefit of employees of the SHIRERZERETE -

College or of any entity that is a related party
of the College.

Close family members of an individual are those B AR R EER S R e TRAA it R A B R R S 1
family members who may be expected to influence, » TJREETEZRBARZEFZENKERS -

or be influenced by, that individual in their dealings
with the entity.

TUITION, PROGRAMMES AND OTHER FEES BE . FERHMNE
(Expressed in thousands of Hong Kong dollars)  (#E#FIT5I7R)

2010 2009
Non-CUHK Degree Programmes JEh L KRB ERTE
Tuition Fees 25 2,245 1,812
Programmes and Other Fees RIE M E MU E 135 115
2,380 1,927
INTEREST AND INVESTMENT INCOME FIE R gE KR
(Expressed in thousands of Hong Kong dollars)  (BAE#EFITHIR)
Pommerenke Other
Trust Fund Funds
EEREE HitBE
2010 2009 2010 2009
Net Realised and Unrealised EERSEREN 9,016 (6,539) - -
Gains/(Losses) on Trading RERFIER/
Securities (B518)i% 8
Net Realised Gains on Disposal e RS - - - 1,831
of Available-for-sale Securities A REE
Interest Income from Debt EIEEETNEWA 11,557 11,056 2,511 2,783
Securities
Dividends from Listed Securites ~ LHsEHRE 3,852 2,407 897 1,245
Interest Income from Bank RITERFMR 2,821 5,188 1,380 2,407
Deposits and Unit Trust BEFRRE
Cash Fund EEFSWA

27,246 12,112 4,788 8,266
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DONATIONS AND BENEFACTIONS BIE R B
(Expressed in thousands of Hong Kong dollars) (A BT THlR)

2010 2009
Capital Projects HEIEH 3,825 2,623
Scholarships, Prizes and Bursaries REg RENPES 4,411 12,023
Others Hith 15,424 7,062
23,660 21,708
ANCILLARY SERVICES INCOME BN RS A
(Expressed in thousands of Hong Kong dollars) (A BT TIIR)
Pommerenke Other
Trust Fund Funds
EERES HihBE
2010 2009 2010 2009
Residence Halls BYES - - 551 647
Rental Income HEWA 3,928 3,800 693 730
3,928 3,800 1,244 1,377
OTHER INCOME Ht A
(Expressed in thousands of Hong Kong dollars) (X #E#&FIT5lR)
2010 2009
Service Income BRFSUIA 202 170
Miscellaneous Hith 2,463 2,898
2,665 3,068




8.

EXPENDITURE F i
(Expressed in thousands of Hong Kong dollars) (AT THIR)
Staff Cost Operating Depreciation Total
and Expenses
Benefits
BT
MAEF TSRS e kG
Learning and Research Biii R 5%
Other Academic Services HAth B EBARTS 6,880 992 45 7,917
Institutional Support (Note 8.1) B3P Bh R 75 (PiEEs.1)
Management and General EBN—IREIE 1,839 568 - 2,407
Premises and Related Expenses BFREEZEH 365 1,327 29 1,721
Student and General Education BLER—BHE 6,127 13,890 124 20,141
Services E==F
Other Activities H A== 124 606 - 730
8,455 16,391 153 24,999
Total Expenditure 2010 —E-THFESH 15,335 17,383 198 32,916
Learning and Research BiliRiRR
Other Academic Services E A EBARFE 6,982 1,443 45 8,470
Institutional Support (Note 8.1) B3P Bh AR 7% (PiteEs.1)
Management and General EBN—HREE 1,743 405 - 2,148
Premises and Related Expenses BFNEERH 370 929 26 1,325
Student and General Education BEN—GHE 6,819 14,216 134 21,169
Services E=h
Other Activities HAthEE55 - 408 - 408
8,932 15,958 160 25,050
Total Expenditure 2009 —EBhFEZN

The above analysis represents all expenditures incurred by the College as a whole. It does not include the subsidy

15,914

17,401

provided by Pommerenke Trust Fund to the University or other funds within the College.

LR ESREBRNZE - EFEEERERESHARRBREMESNED -

205

33,520
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8.1 Analysis of Operating Expenses on Institutional Support

3P 0 B AR 35 a0 A = B 3% 2 AR

(Expressed in thousands of Hong Kong dollars)  (MAZ#ETFTTHIT)
2010 2009
Management and General BEEN—AEIE
Legal and Other Professional Fees RENEEZAER 11 14
Others Hith 557 391
568 405
Premises and Related Expenses BFAERE%ZH
Minor Works ETRE 61 25
Repair and Renovation Works HWIERIEE TR 363 160
Government Rent and Rates 7= B Ky 126 104
Management Fees EHEMR 546 557
Property Insurance RIGER 4 3
Others Hith 227 80
1,327 929
Student and General Education Services BEN—BBBER
Residence Halls Expenses BEESHX 481 566
Scholarships, Bursaries and Prizes REE BENRE 6,504 6,612
Student Exchange Programme BaRiREtE 38 31
Student Financial Aids B4 RS 526 629
Student Development Programme B EtEl 3,747 2,572
Others Hifh 2,594 3,806
13,890 14,216
Other Activities Hih=EEF5 606 408
16,391 15,958

9. OPERATING LEASE RECEIVABLE [EBUW/ESTHE

(Expressed in thousands of Hong Kong dollars)

(BT TTHIR)

The College’s total future minimum lease income receivable under non-cancellable operating leases are as follows:

REFUERNEERE - ERtHRBENSRERSRARBEINMOT -

2010 2009
Within 1 year —FR 1,704 2,150
After 1 year but within 2 years —FEMEA 152 299

1,856

2,449

The College is the lessor in respect of a number of properties held under operating leases. The leases typically last
for an initial period of 1 to 2 years, with an option to renew the lease under which all terms are negotiable. None of

these leases includes contingent rentals.

FEREREERETLATR—EMROEEA  —RAEFHENF—EWME - TEFEHE - FERRUREEREN

#E o ELAERMNEHSE "HHHEE, -




10.

1.

INVESTMENT PROPERTIES

Investment properties originate from a land gift at
Siu Tao Fung Shan, Shatin from Reverend and Mrs.
Pommerenke to the College in 1970 (see also Note 16).
The College subsequently entered into an agreement
with a developer under which it agreed to exchange its
interest in the land for 36 flats and 57 carparking spaces
in the completed development together with a proportion
of certain proceeds from the development. Since
completion of the development in 1996, the College
has been holding the exchanged flats/carparking
spaces for renting purpose. The above exchanged
properties are classified as investment properties and
stated at zero cost in the Balance Sheet. Starting
from 2006/2007, the College has been selling part of
the properties. The College’s investment properties
were revalued as at 30 June 2010 by CB Richard
Ellis (Pte) Limited, an independent firm of property
consultants, who has appropriate qualifications and
experience in the valuation of properties, on an open
market value basis, after taking into consideration the
net rental income allowing for reversionary potential.
Pursuant to the consultant’s valuation, market value
for the investment properties still in hand at the end of
the financial year was approximately HK$107 million
(2009: HK$95 million).

FIXED ASSETS EE&EE

10.

_EE
HEYEREREERPERERAR—NLETER
AR E/IVERILZ iRz 16) - HigA 2305
M—MtEZREILIRE ARG Ll i EE
BSRTRED - UMRRBREFTEEmREZ=1T/EE
FEMRATHEBERZEEEIUREBREHEWA - 8
BEBIE—MNAERRE - RRERNIEFERN
BEAERERAE - llRRYERRERIREYE
MAEHATCAEEEGFR - B-FFN_FFLF
FERAtE - REBRHEIRIYE - TERAIZEMRER
—E-TFEA=THEBIASEERIGEASE CB
Richard Ellis (Pte) Limited {EEfh1E - HEBRRA
HhEBREEFASWANZEREBENELEEREM
ER o RIBRIGTRIAfLE - BERENIRENREZH
ERTVBEELERNRBEE— BT LtEETCS
Th: BEATHREER) °

(Expressed in thousands of Hong Kong dollars) (AT THIR)
Equipment,
Construction Furniture,
in Fixtures Art
Progress and Fittings Collections Total
EETE =Rfe-FHE EiE wEm
YT
Cost RAE
At 1 July 2008 “FENEFELHE—H 586 4,219 32 4,837
Additions 1 402 137 - 539
Disposals HE - (81) - (81)
At 30 June 2009 “BFNENB=THER 988 4,275 32 5,295
Accumulated Depreciation R&HiFE
At 1 July 2008 “IFNEFEtH—H - 3,688 - 3,688
Charge for the Year REERE - 205 - 205
Written Back on Disposal HE#ER - (81) - (81)
At 30 June 2009 —FFTAFAA=1TH%EER - 3,812 - 3,812
Net Book Value at 30 June 2009 =FFhFAA=1HIREFE 988 463 32 1,483
Cost RA{E
At 1 July 2009 —FFhFtB—H 988 4,275 32 5,295
Additions AN 13,408 57 - 13,465
Disposals HE - (74) - (74)
At 30 June 2010 —F-BFA=1THER 14,396 4,258 32 18,686
Accumulated Depreciation R&FHiFE
At 1 July 2009 —TTAFtA—H - 3,812 - 3,812
Charge for the Year REEITE - 198 - 198
Written Back on Disposal HEZ B - (74) - (74)
At 30 June 2010 —S-FFA=1TH&R - 3,936 - 3,936
Net Book Value at 30 June 2010 =F—FF A=1HIREFE 14,396 322 32 14,750
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12.

INVESTMENTS  #&&

(Expressed in thousands of Hong Kong dollars)  (A#E#EF7T5IR)
2010 2009
Non-Current Investments JERENIRE
Held-to-maturity Debt Securities (Note) FEEEIH HEEE S (M)
at Amortised Cost RIS THm A
Unlisted L 133,332 178,920
Listed iaty7) 72,181 77,948
205,513 256,868
Available-for-sale Securities ot EES
Equity Securities Listed In Hong Kong, TEEE LHMEAE
at Fair Value BAREE 25,270 23,576
20783 280444
Current Investments mERE
Held-to-maturity Debt Securities (Note) FEEEIH HEEE S (M)
Amount Matured within One Year —EFREHA
at Amortised Cost RIS IHm A
Unlisted L 96,557 68,985
Listed iaty7) 21,071 37,783
117,628 106,768
Trading Securities o EER
Equity Securities B ANEE
Listed, at Fair Value I BRorEE
in Hong Kong & 123,162 68,327
outside Hong Kong HHELI 1,941 1,412
125,103 69,739
242,731 176,507
Total Investments aies 473,514 456,951

Note: The fair value of held-to-maturity debt securities (including Non-Current and Current Portions) was

HK$333,252,745 (2009: HK$368,773,887) at the end of the financial year.

Mistk: RAMBERLER FREZNMHEBESCAAEERAR(BREFERDRRTENID) R AR
333,252,7457T (2009 : ##8368,773,8877T) °




13. AMOUNT DUE FROM THE CHINESE UNIVERSITY OF HONG KONG, ACCOUNTS RECEIVABLE, DEPOSITS

14.

15.

AND PAYMENTS INADVANCE  EIREEPZALBIRIE « BKIRR « B2 RFANRIE

The outstanding balance with CUHK is unsecured, interest free and has no fixed repayment terms. All of the
accounts receivable, deposits and payments in advance are expected to be recovered or recognised as expenses
within one year.

B KRB RIRAERBIDEIET - RENBEIEEERG - FREREIRNR - RENTFETRIERRE—FATH
OskfERR R -

Included in accounts receivable are the following amounts denominated in foreign currency:

FEUIIRA BFE T IIAIME R ERAIEEE

(Expressed in thousands) (BAF7T5limR)

2010 2009
United States Dollars usb Sy 267 334
CASH AND TIME DEPOSITS RERRITEHER
(Expressed in thousands of Hong Kong dollars)  (BAB#TF7t51T)
2010 2009
Cash at Banks and Other Financial Institutions RIT A E AN TSRS 42,131 38,910
and in Hand FRNRE
Time Deposits FHER 329,573 352,013
Cash and Time Deposits in the EEABRRAZEAENR 371,704 390,923
Balance Sheet IRITEEEFEMR
Less: Time Deposits with Original Maturity i FREREB=EHZ (76,375) (315,961)
over Three Months EHRER
Cash and Cash Equivalents in the Cash Flow REMERAZREN 295,329 74,962
Statement REEEY
Cash and time deposits included the following amounts denominated in foreign currency:
MEMRITEREAREETIUIMNELEMNEE :
(Expressed in thousands) (BAF755I7R)
2010 2009

United States Dollars UsSD ESn 22,338 15,876

AMOUNT DUE TO THE CHINESE UNIVERSITY 15. EMAFEDPZKEIRIE « BIIRRAIZE
OF HONG KONG, CREDITORS AND DEPOSITS

The outstanding balance with CUHK is unsecured, Bt R BRI RERFNSEIER - R 2 RE
interest free and has no fixed repayment terms. EE EEIRMY

All creditors and deposits are expected to be settled FRERMIRR IR E TR E—F A (TR ESR /I
or recognised as income within one year. Ao
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16.

17.

POMMERENKE TRUST FUND

The Pommerenke Trust Fund originates from a gift
of land donated in 1970 to the Chung Chi College by
the Reverend Herbert Henry Pommerenke and Mrs.
Jean Macpherson Pommerenke in commemoration
of Doctors Stewart and Julia Kunkle. The land gift
was outside the precincts of the University and, since
1976 and in accordance with The Chinese University
of Hong Kong Ordinance, has been vested in the
Board of Trustees of Chung Chi College on the same
trusts and subject to the same terms and conditions
on which the land gift was then held.

CAPITAL MANAGEMENT

The College is a not-for-profit organisation and
forms part of The Chinese University of Hong Kong.
It aims to provide higher education in accordance
with Christian traditions, using the Chinese
language as the primary medium of instruction.
It seeks to promote Christian faith, learning and
research. The College defines capital as including
various general and restricted funds balances.
The various funds represent the unspent balance
of donations, grants and income. These funds are
managed in accordance with the College’s financial
management procedures and the relevant funding
conditions, where applicable. The College’s primary
objective when managing capital is to safeguard the
College’s ability to continue as a going concern and
to maintain a strong financial base to support the
development of the College. To achieve the above
capital management objective, the College follows
guidelines on investment and financial management
as set out in note 18.

There has been no change in the College’s capital
management practices as compared to prior year.
The College is not subject to any externally imposed
capital requirement.

16.

17.

REREE

EERESFEEEMBEIAERAR—NEIES
42 =ZDoctors Stewart &zJulia Kunk|e B i% 40 S B &R
Bt it o EHRERE R R REBEEI c B—
NENREFE  IRIBEBPIABGREAFIRBEISEA
BRI E%Z S EE T i FRIR RN RS R A R A R
MR - REREERRES -

BEXEH

FEREEEPXABHERRZ—  BIFFFIH
18 - XERKBEERCER - REHSFHE - LA
PUBRERERES - TERURGEERREH
(BESBNMRRRE - FERNEFSFRAZRES
REMMERHABELR - ZBRNESRKEERZREN
FARIETR « ERIRIA ; BRI IEEREBERNE
BHERIGSORE (WMiEA) REE - FEREEER
BRI SR BB N o FHE R R - 8RR
IRERMEEERES| (RiiEE18) @ LEMM LA
IEENBER -

FERMENERBRMUTLENE - NERUT
ZHIRIMEREMNESIRE



18.

FINANCIAL INSTRUMENTS AND RISK
MANAGEMENT

The College’s financial instruments mainly include
student loans, accounts receivable, bank deposits,
unit trust cash fund, investments in equity securities
and debt securities, which are exposed to credit,
foreign currency, interest rate and equity price
risks. The risks on financial assets are controlled
in accordance with the investment guidelines
approved by the Finance Committee under the
College’s Board of Trustees. This is achieved
through diversified asset allocation, rules governing
the selection and credit limits of investment
counterparties with reference to their credit ratings
and financial strength. The Finance Committee
reviews investment strategies and performance
periodically to ensure that the investment objectives
and performance targets are met. A sub-committee
under the Finance Committee meets regularly to
manage and monitor risk exposures associated
with respective financial assets to ensure that
appropriate measures are implemented on a timely
and effective manner.

(i) Credit Risk

The College’s investment guidelines control the
credit risk on bank deposits and debt securities
by limiting the counterparties to banks and
companies with high credit-ratings assigned
by international credit-ratings agencies. The
College has no significant concentration of
credit risk, with exposure spread over large
number of counterparties. Credit risk associated
with student loans and accounts receivable is
immaterial to the College and all doubtful
receivables are adequately provided for. The
maximum exposure to credit risk is represented
by the carrying amount of each financial asset
in the Balance Sheet.

18.

TRIAREREE

FERNEM TR REAFDESN - IR - IR
117 BEfERREES - BFESLERESR
& ELEERMEETINGEE - INE - FIRRREE
TBERE - MEEZRERR  REGREVHEESER
BHIERERS| - SESNEERENE @ FIERA
REEETRRF NI B REBIREME - UBEE
SERERTRERBAERRERBNIRERIR
=EER MBEESSMEENREVEEHEFRS
ERRERIEL SRS E TS NI ERR K (E b B
MEMHEE -

(i) FEmER

FERIREES| - RREXDRRSZRITRE
HFRITRBVERBEREETARBERTRE
B4 - BRI ERRE - S2RIGTERNES
REZHNSEHE - FIEERPERILET
K- BEERLBWIRFRFTS RNEERRE+2
N TREOMERTCEEER R - 12
REEEBERLAIITNEERAESRKRT
SEMBEEMRZZRAEEER -
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(ii) Foreign Currency Risk

Foreign currency risk arises where assets and
liabilities are denominated in a currency different
from the functional currency of the College, which
is Hong Kong dollars. The Finance Committee
sets up investment guidelines to govern the
exposure of investments denominated in foreign
currencies. The College did not have significant
investments that are denominated in foreign
currencies other than United States dollars.
As the Hong Kong dollar is currently pegged to
the United States dollar, the risk of movements
in exchange rates between the two currencies
is insignificant.

The proportion of financial assets denominated
in foreign currencies other than United States
dollars is individually less than 0.5% of the total
financial assets as at 30 June 2010 and 2009.
Accordingly, the College’s foreign currency
risk on financial assets is not considered to be
material.

(i) Interest Rate Risk

The College has exposure to interest rate risk
through the impact of the rate changes on
interest bearing financial assets, including bank
deposits. The College manages exposure to
interest rate risk through spreading fixed-rate
interest bearing financial assets into different
tenures.

As at 30 June 2010, it is estimated that a general
increase/decrease of 100 basis points in bank
deposit interest rate, with all other variable
held constant, would increase/decrease the
College’s surplus for the year and net assets at
the balance sheet date by approximately $3.7
million (2009: $3.9 million). This analysis has
been determined assuming that the change in
interest rates had occurred at the balance sheet
date and had been applied to the exposure to
interest rate risk for bank deposits in existence
at that date.

(iv) Equity Price Risk

The College is exposed to equity price risk arising
primarily from equity investments classified as
trading securities and available-for-sale equity
securities (see note 12). Majority of these
investments are blue chip shares listed on the
Stock Exchange of Hong Kong and are included
in the Hang Seng Index. These investments
have been chosen based on their longer term
growth potential. College management monitors
regularly the performance of the investments
to ensure its suitability as an investment for the
College.

(i) SPEmBER

FERNINEEBRET  ERFFMIMSMELEE
BWEENSRRESERIIMNERLR - MIBEEES
IR EIESHERI MBS E IR ERIERR - BRSE
T FRRMIMMEEEEBMIRET RS - &
RTNAETHES TR ERFIET - ARERT
ZEMIMNERBRAA

RESFAERZF—FFXA=TH  UEXR
HotmstERE ERNERNEMEEI RNES
RAEEM 0.5% © At - 2~BFrFREE A5 E RS
FEREEDS -

(iii) FIZR R

N3 AR 2 1 2R L B X AR B EREN A S A
KERMEE  BIERTER - ~2REBIME
HANE B REERF RSN E S EMEER
FRZ AR -

RZF—FFAA=1H  RERMEHEMITEE)
BERETE - HEREFREFIZRIBINRED 1008,
F AERRFANBRLFENFEEESIE
WEPH=8t+Ex (ZTFTh : =ZBATE
7T) - WESMERRRAEZNESNEEARE
W ERRESSE N EFERNRITER -

(iv) BRRfEEEEE

FEREHNRRERERERERETEE RO H#
HERAES (RIfEE12) - FERFEHNERETEKR
BIPEEEELHREETEEEEHNESR - &
REERERERERGIBEEE - ~2REEE
HERRELESIRENRIRBII RS HEESE
BiR{ERE -



v)

19. CAPITAL COMMITMENTS

Based on their carrying amounts at 30 June 2010,
it is estimated that a 10% increase/decrease
in the fair values of the equity investments,
with all other variables held constant, would
increase/decrease the College’s surplus for the
year and net assets at the balance sheet date
by approximately $12.51 million (2009: $6.97
million) and $15.04 million (2009: $9.33 million)
respectively.

Fair Values

Financial instruments carried at fair value

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 values 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 College carried at fair value were available-
for-sale equity securities of HKD25,270,000
listed on the Stock Exchange of Hong Kong and
trading equity securities of HKD123,162,000
and HKD1,941,000 listed in Hong Kong and
outside Hong Kong respectively. These
instruments fall into Level 1 of the fair value
hierarchy described above.

BAR#EiE

(Expressed in thousands of Hong Kong dollars)

(v)

RERAEZSFE—F—FF/ A=+ HNIREE -
B EMCTZEMIER RS T E - HRAESNL
REENEPEDLZT  FRRRFEANBBRNE
HAFEEESOMENEIN—TF A +—8
T (ZFFA  AEATEER) A—FTHETN
B (ZBFTh : hB=1+=8R)

DfefEE

EMTHENAREE
BEBMIEREEAFE7RIZE] "SMIAE  WE,
ERIE=E “DREEBR FHRIKERRERT
BNORBEERE - SEEMTRNAREENER
RRBEHBESEKTFRBAR=BER— - =@
FHMERWT -

- B (REFR - 2ERMTEENERRT
B ENERAREERE (ThERER)

- HRZ  ZERMTIARNERRTHS ERAUL
REERE  WRETS LTEEABEERE

MR GERIDETRE
- ER=(REFR)  ZERIERIUBREMGE

BRITTHRE  EPEENREFEERSL
JREINEE

HE=F-FFNA=TH  *BREENERT
B SEEEERSM LmMa i ERES -
HARBESEB-TAE=+tET UAKTE
BRAES  BEPRTEENEEEMIb LT B
ARBEESNAEE—R-TF=E—+ "\BE=Tx
HEB—BEATEE—Tr - RBUA LOREERE
ROER - FERMERTREBRER— -

(AT THIR)

Capital commitments outstanding at 30 June 2010, not provided for in the financial statements, were as follows:

REF—FFAA=TH  REMBRRERERIETREINMOT :

2010 2009

Contracted for (=550 35,865 1,623
Authorised but not Contracted for EIEEELREL 17,497 44 147
53,362 45,770
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20.

21.

22.

RELATED PARTY TRANSACTIONS

Due to the not-for-profit nature of the College and
the composition of the Board of Trustees (being
drawn from private, public organisations and
local churches), the College has received from
time to time donations from its Trustee members,
key management and companies controlled or
significantly influenced by them. The receipts of
such donations have all been individually reported
to and approved in accordance with the financial
regulations of The Chinese University of Hong Kong
(the “University”) by the Board of Trustees and the
University Council.

All transactions relating to the purchases of
goods and services and capital projects involving
organisations in which a member of the Board of
Trustees may have an interest are conducted during
the normal course of business and in accordance
with the University’s financial regulations and normal
procurement procedures.

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 College is in the process of making an
assessment of what the impact of these amendments,
new standards and new interpretations which is
expected to be in the period of initial application.
So far it has concluded that the adoption of them is
unlikely to have a significantimpact on the College’s
results of operations and financial position.

COMPARATIVE FIGURES

Certain comparative figures in Balance Sheet and
Statement of Cash Flows in relation to inventories
and provision of employee benefits have been
re-classified to conform with the current year’s
presentation.

20.

21.

22,

BBt S 25

HRTEREIFFFME - HRESMEZRETLE -
AHBBNMSHE - FERFREEIREGNS
HEAREEEME LRSI EEARENZAT)
HUIRTR - ERAVIETUNES - CERBASHMIFIREIE
AtAEBREABRESREMWAE

EXBRNIEREFBEPIBENRYE - UAREE
JEERW - AuREARRREGME TN HER
WIEERS - BELHKRS - MEARBABHBIF
BIRIEERBERET -

REE-—F-SFAA=THLFEEHABECHM
BREMMSET ~ FETERRRETEREEHTEE

HEXAHBHERTIZEHILE  FESHALBRGS
IEGETHERANERT  MRTEAIREBERR S —FF
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FEREHAREBHNETT RAIEEER N2 R AR I ERT
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RAEBLEREIBRARFIEEEANTE -
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INDEPENDENT AUDITOR’S REPORT
B SRS

TO THE BOARD OF TRUSTEES OF NEW ASIA COLLEGE
THE CHINESE UNIVERSITY OF HONG KONG

HEEPNABHEERRED

We have audited the financial statements of the Trustees of
New Asia College (the “College”) set out on pages 2 to 21,
which comprise the balance sheet as at 30 June 2010, and
the statement of comprehensive income and expenditure, the
statement of changes in funds and the cash flow statement for
the year then ended, and a summary of significant accounting
policies and other explanatory notes.

THE BOARD OF TRUSTEES’ RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

The Board of Trustees 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. 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 Statue 12(7) of The Chinese
University of Hong Kong Ordinance (Cap. 1109), 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 Hong Kong Institute of
Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance as to whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor’s judgement,
including the assessment of the risks of material misstatement
of the financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal
control relevant to the entity’s preparation and true and fair
presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, 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 Board of
Trustees, as well as evaluating the overall presentation of the
financial statements.

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

OPINION

In our opinion, the financial statements give a true and fair view
of the state of affairs of the College as at 30 June 2010 and of
its surplus and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

30 November 2010
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THE TRUSTEES OF NEW ASIA COLLEGE
HEPXABHEERRER

FOR THE YEAR ENDED 30 JUNE 2010
BE_S-TFAA=THLEFE

THE CHINESE UNIVERSITY OF HONG KONG

STATEMENT OF COMPREHENSIVE INCOME AND EXPENDITURE ZHEIIZ R

(Expressed in thousands of Hong Kong dollars) (JA&#FTHliR)

Note 2010 2009
FsE
Income WA
Interest and Investment Income/(Loss) A2 R E WS/ (FER) 3 2,935 (6,037)
Donations and Benefactions BEMER 4 19,698 8,736
Other Income HAhgA 947 304
23,580 3,003
Expenditure b4 5
Learning and Research Bilf &%
Instruction and Research BELRR 624 552
Other Academic Services Hh B EBARE 18 78
Institutional Support EPcEhEnARE
Management and General ERN—MREIE 279 331
Student and General Education Services BEN—RBEEHE 6,338 4,583
Other Activities HfthZE#% 2,624 308
9,883 5,852
Surplus/(Deficit) and Total Comprehensive AEERR/(SE)R 13,697 (2,849)
Income for the Year AEFEEREWE

The notes set out on pages 7 to 21 form an integral part of these financial statements.
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THE TRUSTEES OF NEW ASIA COLLEGE
THE CHINESE UNIVERSITY OF HONG KONG
HEPXABHEERRER

BALANCE SHEET ZE& &R

AS AT 30 JUNE 2010

—2-BFAA=1H

(Expressed in thousands of Hong Kong dollars) (JAB%TFTHIR)

Note 2010
Pt
Non-Current Assets EREEE
Fixed Assets EEEE 7 567
Investments wE 8 3,521
Other Receivables 100
4,188
Current Assets mEEE
Investments ®B&E 8 19,285
Accounts Receivable and Prepayments FEMUIRFR N FE (T FRIE 9 214
Cash at Bank and Time Deposits RITMEER 10 49,638
69,137
Current Liabilities mENEE
Accounts Payable and Accruals FETIRFR &R & 11 731
Net Current Assets mBEERE 68,406
NET ASSETS BE3SH 72,594
Restricted Funds EHEE 69,414
Other Funds HithBE 3,180

TOTAL FUNDS =g 72,594

Approved and authorised for issue by the Board of Trustees on 30 November 2010

MOERREEN"F—FF+ A=+ AR ERITEERILMBRER

Charles Y. W. Leung #ii{i
Chairman, ¥£JE
Board of Trustees K&

Leung Hung-kee #Jfifi
Vice-Chairman, Fll 3 J#
Board of Trustees K&

The notes set out on pages 7 to 21 form an integral part of these financial statements.
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THE TRUSTEES OF NEW ASIA COLLEGE
THE CHINESE UNIVERSITY OF HONG KONG

BEREPXABHTERRES

STATEMENT OF CHANGES IN FUNDS E &gk

FOR THE YEAR ENDED 30 JUNE 2010
BE—S-ZFAA=THLFE

(Expressed in thousands of Hong Kong dollars) (JAE#FTHliR)

Restricted Funds

SEHES
(Note FfizE6)
Donations
Capital and Endowment
Fund Benefactions Fund Total
EEES LY SEEE BARES L]
Balance - 1 July 2008 —EENFLtA—RA%&% 567 46,377 9,334 56,278
Total comprehensive FEZEHW S - (553) 88 (465)
Income for the year
Inter-fund Transfers HEBZ@IR - 221 - 221
Balance - 30 June 2009 —EBhEAA=TAESR 567 46,045 9,422 56,034
Balance - 1 July 2009 —SEFhFLRA—HHEER 567 46,045 9,422 56,034
Total comprehensive FEZEW - 13,626 832 14,458
Income for the year
Inter-fund Transfers EEEZBiR - 842 (1,920) (1,078)
Balance - 30 June 2010 —E-THEAA=THAENR

567

60,513 8,334 69,414

The notes set out on pages 7 to 21 form an integral part of these financial statements.
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THE TRUSTEES OF NEW ASIA COLLEGE

THE CHINESE UNIVERSITY OF HONG KONG
BEEPXABHEERRER

STATEMENT OF CHANGES IN FUNDS E£#&%& (CONTINUED #g)
FOR THE YEAR ENDED 30 JUNE 2010

HE—ZS-SFAA=THLEFE

(Expressed in thousands of Hong Kong dollars) (IA&#&F5THlxR)

Other Funds

Hitn2E
(Note FftzE6)

Donations  General

and Endowment
Benefactions  Fund Reserves Total
BERER —REFE: REE wE
Balance - 1 July 2008 —FENFtA—RA&H 3,814 1,278 376 5,468
Total comprehensive FEZENS (2,406) - 22 (2,384)
Income for the year
Inter-fund Transfers EEE B (221) - - (221)
Balance - 30 June 2009 —FFhFA A=1+H&ER 1,187 1,278 398 2,863
Balance - 1 July 2009 Z=ZEZhF+tHA—B&R 1,187 1,278 398 2,863
Total comprehensive FEZEWE (765) - 4 (761)
Income for the year
Inter-fund Transfers BEEEZER 1,078 - - 1,078

Balance - 30 June 2010 —F—FFAA=1TH&ER 1,500 1,278 402 3,180

The notes set out on pages 7 to 21 form an integral part of these financial statements.
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THE TRUSTEES OF NEW ASIA COLLEGE
THE CHINESE UNIVERSITY OF HONG KONG
HEPXABHGEERRER

CASH FLOW STATEMENT RERER

FOR THE YEAR ENDED 30 JUNE 2010

HE—S-SFAA=THILFE

(Expressed in thousands of Hong Kong dollars) (JAEB%&FTHIR)

Note 2010 2009
FifEE
Operating Activities REiESE
Surplus/(Deficit) for the year REERER/(EE) 13,697 (2,849)
Adjustments for: HEIER:
Interest Income FEUWA (362) (920)
Dividend Income B EUA (560) (629)
Net Realised and Unrealised (Gain)/Loss HihZ 5 CRRARERA(FZE)  (2,013) 7,586
on Other Securities BREE
Operating Surplus before Changes in BEETEERIZEERER 10,762 3,188
Working Capital
Decrease in Accounts Receivable FEUTIR TR R T FRIE RZ iR 35 7
and Prepayments
(Decrease)/Increase in Accounts Payable FETIRFR A FE R B FRAZ (R ) 38N 1) 145
and Accruals
Net Cash Generated from Operating Activities BEEHEERRATFH 10,756 3,340
Investing Activities REFE
Decrease/(Increase) in Time Deposits with Original ~ ER BB =E BT 15,269 (22,467)
Maturity over Three Months FRUZ A (35 10)
Payment for Purchase of Investments mReE (7,131) (2,464)
Interest Received EIFR 324 1,055
Dividends Received EWEE 419 478
Proceeds from Sales of Unlisted Securities HEE EHES - 1,554
Proceeds from Sales of Unlisted Equity-linked Notes HH&JF FiEEZEHEIER 1,507 1,162
Proceeds from Sales of Debt Securities HERBES - 1,678
Proceeds from Sales of Listed Securities HE EHE 1,659 4
Net Cash Generated from/(Used in) Investing REFEHEL/(FRA)ZRERHE 12,047 (19,000)
Activities
Net Increase/(Decrease) in Cash and Cash RERFEESEYZIBM/GREL) 22,803 (15,660)
Equivalents
Cash and Cash Equivalents - Beginning of Year RERREEEW-FMEELR 18,637 34,297
Cash and Cash Equivalents - End of Year RERFESEY-FRER 10

The notes set out on pages 7 to 21 form an integral part of these financial statements.
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THE TRUSTEES OF NEW ASIA COLLEGE
THE CHINESE UNIVERSITY OF HONG KONG
BEPXABHEERRESR

NOTES TO THE FINANCIAL STATEMENTS
MR RAIEE

BASIS OF PREPARATION

The financial statements of The Trustees of New
Asia College (the “College”) reflect the state of
affairs of all the funds of the College at 30 June
2010 and the College’s results and cash flows for the
year ended on that date. The assets of the College
are vested in The Board of Trustees of the College,
under the provisions of The Chinese University of
Hong Kong Ordinance.

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

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 College. Of these, the following
developments are relevant to the College’s financial
statements:
. HKAS 1 (revised 2007), Presentation of financial
statements, and
. AmendmentstoHKFRS 7, Financial instruments:
Disclosures — Improving disclosures about
financial instruments
As a result of the adoption of HKAS 1 (revised
2007), details of changes in funds during the period
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 and expenditure. 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
disclosure about the fair value measurement of the
College’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 College 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 College has not applied any new standard or
interpretation that is not yet effective for the current
accounting period (see note 16).

—
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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 expenses. The
estimates and associated assumptions are based
on historical experience and various other factors
that are believed to be reasonable under the
circumstances, the results of which form the basis
of making the judgements about carrying values of
assets and liabilities that are not readily apparent
from other sources. Actual results may differ from
these estimates.

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

A summary of the significant accounting policies
adopted by the College is set out below.

SIGNIFICANT ACCOUNTING POLICIES

Fixed Assets

Fixed Assets, other than the art collection, are
stated in the balance sheet at cost less accumulated
depreciation and impairment losses.

The art collection is stated in the balance sheet at
cost less any impairment losses. The residual value
of the art collection is expected to be equal to or
greater than the carrying amount, and therefore the
art collection is not depreciated.

The cost of an asset comprises its purchase price
and any directly attributable costs of bringing the
asset to its working condition and location for its
intended use. Where it can be clearly demonstrated
that subsequent expenditure on an asset has
resulted in an increase in its future economic benefit,
such expenditure is capitalised as an additional cost
of that asset.

Depreciation is calculated to write off the cost of fixed
assets, less their estimated residual value, if any,
using the straight-line method over their estimated
useful lives as follows:

3-5years
3 years

Furniture and Equipment
Computer Equipment
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Both the useful life of an asset and its residual value,
if any, are reviewed annually.

Gains or losses on disposal or retirement of a fixed
asset are determined as the difference between
the net proceeds and the carrying amount of the
fixed asset and are recognised in the Statement
of Comprehensive Income and Expenditure on the
date of retirement or disposal.

Impairment of Fixed Assets

An impairment loss is recognised to the extent
that the carrying amount of an asset, or the cash-
generating unit to which it belongs, is more than its
recoverable amount. The recoverable amount of
an asset, or of the cash-generating unit to which
it belongs, is the greater of its fair value less costs
to sell and value in use. In assessing value in use,
the estimated future cash flows are discounted
to their present value using a discount rate that
reflects current market assessments of the time
value of money and the risks specific to the assets.
An impairment loss is reversed if there has been a
favourable change in estimates used to determine
the recoverable amount.
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(c)

(d)

Investments

The College’s policies for investments in securities
are as follows:

(i) Investments are recognised/derecognised on
the date the College commits to purchase/sell
the investments or they expire.

(i) Investments in securities held for trading are
initially stated at fair value plus transaction
cost. At each balance sheet date the fair
value is remeasured, with any resultant gain
or loss being recognised in the Statement of
Comprehensive Income and Expenditure.

(iii) Dated debt securities that the College has the
positive ability and intention to hold to maturity
are classified as held-to-maturity securities.
Held-to-maturity securities are initially stated at
fair value plus transaction costs. Subsequently,
they are stated in the balance sheet at
amortised cost less impairment loss.

Impairment loss for held-to-maturity debt
securities is measured as the difference
between the asset’s carrying amount and the
present value of estimated future cash flows,
discounted at the financial asset’s original
effective interest rate (i.e. the effective interest
rate computed at initial recognition of these
assets).

If in a subsequent period the amount of an
impairment loss decreases and the decrease
can be linked objectively to an event occurring
after the impairment loss was recognised,
the impairment loss is reversed through the
Statement of Comprehensive Income and
Expenditure. A reversal of an impairment
loss shall not result in the asset’s carrying
amount exceeding that which would have
been determined had no impairment loss been
recognised in prior years.

Cash and Cash Equivalents

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

()

Provisions and Contingent Liabilities

Provisions are recognised for liabilities of uncertain
timing or amount when the College 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 obligation,
whose existence will only be confirmed by the
occurence or non-occurence of one or more future
events, are also disclosed as contingent liabilities
unless the probability of outflow of economic benefit
is remote.

Income Recognition

Provided it is probable that the economic benefits will
flow to the College and the income and expenditure,
if applicable, can be measured reliably, income is
recognised in the Statement of Comprehensive
Income and Expenditure as follows:

(i) Interest Income

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

(i) Dividend Income

Dividend income from listed securities is
recognised when the share price of the
investment goes ex-dividend.

(i) Donations and Benefactions

Donations and benefactions are recognised
in the Statement of Comprehensive Income
and Expenditure when the College becomes
entitled to the donations and benefactions and
it is probable that they will be received.
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(9)

Related Parties

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

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

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

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

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

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

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

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.

INTEREST AND INVESTMENT INCOME/(LOSS)

BR~ BAETS
TERREMBRERE - AERNBES 2

(i) BRATHENEEA[EREE—EXSEPN
AEH - NI REEATERERNABERE
ERER > AHBEFISER ;

(il) FATBABROBEASRSBAT] ;

(iv) ZRATBAERTEEEASHEZZFALN
CRREMS ~ ARZFALES - HHEE
HINEARENERE

(v) BATWE()FFRBATHERIERESNZZ
FEAANTIES - AHREZEHNEATZENE
B

(vi) BRHETNTFAERNLESERFEBERNE
SMREREEFETE -

BEARIRRERS R ISR MMERTERNRS
- JREEFEZZBARNZHEENRERS -

B R igE W/ K)

(Expressed in thousands of Hong Kong dollars) (JA &% T5l7R)

2010 2009
Bank Interest Income SRITFI2UA 152 483
Interest Income from Debt Securities BHESHE
Listed outside Hong Kong TEEBRIN LT 94 187
Unlisted 56 -
Interest Income from Unlisted Equity Securities  FELzE35HIFI SUTA 60 250
Dividends from Listed Equity Securities LEHESEE 560 629
Net Realised and Unrealised Gain/(Loss) HithiE %5 2 B &R MRERH(F 2,013 (7,586)
on Other Securities ) EKRBE
2,935 (6,037)



DONATIONS AND BENEFACTIONS B RER
(Expressed in thousands of Hong Kong dollars) (VAT ITHIR)

2010

Scholarships, Prizes and Bursaries (2% - BiEBENRE

Others Hith

EXPENDITURE it

8,713
10,985

19,698

(Expressed in thousands of Hong Kong dollars) (AT ITHIR)
2010
Learning and Research : Biig R ERTE -
Instruction and Research BEBLRR
Conference Expenses SRER 545
Student Helpers B4phE 79
624
Other Academic Services HAth# Z AR5
Visiting Scholars A 18
18
Institutional Support : SRR -
Management and General ERN—AEIE
Student Helpers B4 138
Repairing and Maintenance RENMIE 31
Miscellaneous IR H 110
279
Student and General Education Services BER—MBEEE
Student Financial Aids/Scholarships BEMBER/RES 5,079
Student/Extra-curricular Activities Ba/RINER 1,259
6,338
Other Activities H{h5E75
Gifts and Souvenirs fEmAiEm 338
Tea Reception and Banquet/Entertainment Z5/FEm 985
Miscellaneous IR H 1,301
2,624
9,883
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6. NATURE AND PURPOSE OF FUNDS A EENMERAR

(i) RESTRICTED FUND (i) #EE=

Capital Funds

Capital Funds represent the balance of net book
value of the Fixed Assets which were financed
by funds with non-designated purpose.

Donations and Benefactions

Donations and Benefactions represent funds
received by the College from the Donors which
are used to support Scholarships, Student
Activities and Other College development
activities.

Endowment Funds

Endowment Funds represent donations
received by the College, usually with the
stipulation from the donors that the principal
amounts should remain intact in perpetuity or for
a defined time period for specific purposes.

OTHER FUNDS
Donations and Benefactions

Donations and Benefactions represent funds
received by the College from the Donors which
are used for general College development
activities.

General Endowment Fund

General Endowment Fund represents donations
received by the College. The principal amounts
remain intact and is mainly used for generate
interest and investment income.

Reserves

Reserves mainly represent interest and
investment income generated from General
Endowment Fund.

BERX

EEESEHRIFRERARNESRENETEE

HINRENFE -

PN EEA

BREAEREHEEERE - BELEMERR
FERMEBEE  FENERERS

BAXESE
BXEEEABREINBRRIE BEEEES

EEAESFRETY  BEFEAEEEHEA
B ERRE -

HthBE

PN EEA

BREEREHEBEER  BENBRAR
—MRERER

—REFEE

BAESEERWEINIRENE - XERFTE)
FRARKLEUEEN S RIRERA -

iRz

EifREEEREH—RBETESREFNMNER
BEBA -



7. FIXED ASSETS EIE&E
(Expressed in thousands of Hong Kong dollars)  (MAE#ETFT5IR)
Furniture
Art and Computer
Collection Equipment Equipment  Total

sifE  FENRE  BhGERE HER

Cost BB
At 1 July 2008 and “EENEFELHE—B& 567 446 1" 1,024
30 June 2009 ZEFAENB=1TRH%&%
Accumulated Depreciation ~ Z&HFE
At 1 July 2008 and “EENEFELHE—B& - 446 1" 457
30 June 2009 ZEFhENB=1TRH&%
Net Book Value IREFEE
At 30 June 2009 “ETAENNB=T B 567 - - 567
Cost BB
At 1 July 2009 and “EFNEFELtHE—B& 567 446 1" 1,024
30 June 2010 “FS-BENHA=1TH%&%

Accumulated Depreciation ~ 2&HFE

At 1 July 2009 and “EBFhEFEEE—HB& - 446 11 457
30 June 2010 “E=-F|FA=1TH4&R
Net Book Value IREEE

At 30 June 2010 —E-BHEA=TRAR 567 - - 567
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INVESTMENTS #2#&

(Expressed in thousands of Hong Kong dollars) (BAB#EETTTHIR)
2010 2009
Held-to-maturity Securities, FEEIMREES
at amortised cost FRIBSH AR
Overseas Listed Debt Securities EERIR} L ERE 1,521 1,518
Unlisted Debt Securities FEEHZ ESE 2,000 -
3,521 1,518
Trading Securities, at fair value o EERES ' HAREEIITR
Equity Securities listed in Hong Kong TEEE LHMRAE 17,647 12,579
Unlisted Equity-linked Notes JE LR R AR 1,638 2,587
19,285 15,166
Total investments KRERE 22,806 16,684
Less: Current Investments RTRENRE
Equity Securities listed in Hong Kong TEEE LHMRAE 17,647 12,579
Unlisted Equity-linked Notes JE ETHAR =R A 1,638 1,285
19,285 13,864
Non-current Investments IETRBNIE

3,521

2,820

The fair value of held-to-maturity securities which were listed overseas and unlisted were HK$1,653,808 (2009:

HK$1,615,667) and HK$2,029,260 (2009: HK$ Nil) respectively at 30 June 2010.

RES—FFXA=TH @ EEBRI LT R EHNRAEEEEES C AREESBIRER1,653,8087T (2009:
7##51,615,6677%) KiE#52,029,2607T (2009: #EH#EO0TT) -

ACCOUNTS RECEIVABLE AND PREPAYMENTS  FEIIRFR B PR {3 FRIE

(Expressed in thousands of Hong Kong dollars) (LAE#TFT5IR)
2010 2009
Accounts Receivable FEUIRTR 128 93
Sundry Deposits, Prepayments HIFRE - FAAIRIEN 86 221
and Other Receivables Efth FRUTTR
214 314

The accounts receivable and prepayments are expected to be recoverable or recognised as expenditure within

one year.

FEUWTRFR N TR (T FRIBTRRA R —F AW IS iR B3 i -




10.

11.

12.

CASH AT BANK AND TIME DEPOSITS

SRIT R EHATERR

(Expressed in thousands of Hong Kong dollars)  (LAB#ETFTHIR)
2010 2009
Cash at Bank RITEM 170 3,038
Time Deposits EHAER 49,468 39,066
Cash at Bank and Time Deposits inthe ~ EERERANRITN 49,638 42,104
Balance Sheet EHEM
Less: Time Deposits with Original Maturity : 7 rREA#ER =18 A HIEHA (8,198) (23,467)
over Three Months =R
Cash and Cash Equivalents in the Cash IREREFRANIRE
Flow Statement RIREEEY 41,440 18,637
ACCOUNTS PAYABLE AND ACCRUALS FE(TIRFR R FEEt E
(Expressed in thousands of Hong Kong dollars) (AT ITHIR)
2010 2009
Amount due to The Chinese University — FEfTEHEDIALIRIE 148 390
of Hong Kong
Accounts Payable FE(THRTR 583 382
731 772

Note:
has no fixed repayment terms.

P 5E:

CAPITAL MANAGEMENT

The College is a not-for-profit organisation and
forms part of The Chinese University of Hong Kong.
The objective of the College is to complement the
University in the provision of a balanced and holistic
education. The College defines capital as including
various general and restricted funds balances. The
various funds represent the unspent balance of
donations, grants and income. These funds are
managed in accordance with the College’s financial
management procedures and the relevant funding
conditions, where applicable. The College’s primary
objective when managing capital is to safeguard the
College’s ability to continue as a going concern and
to maintain a strong financial base to support the
development of the College. To achieve the above
capital management objective, the College follows
guidelines on investment and financial management
as set out in note 13.

There has been no change in the College’s capital
management practices as compared to prior year.
The College is not subject to any externally imposed
capital requirement.

+

The outstanding balance with The Chinese University of Hong Kong is unsecured, interest free and

EERABFEPIXABERIRD @ ZIERBHRBIDRET - RENEEEEERT -

BEXEH

FEREMBREEDPIAZNIELTERE - ERZ
BMTIHMABRHUTERTRNHE - ERMES
ERRTEEAEENERAES - SRESHRKE
FRHIBRR - FENERUIALER - ELEEERIEHEA
FERNERVHEEREF LEMIFHRAEE - 3
REEFEETENBRE  SEASREREEER
HBRRNMBER - UZBERNER - ERIKE
MEE+=Frie MR E R EEES] - ERM E
EXEENERE -

AERNEEZEEBERIREFAER - INEHE@ING
HEMNEFRRE -
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13.

FINANCIAL INSTRUMENTS AND RISK
MANAGEMENT

The College’s financial instruments mainly include
bank deposits, debt securities, equity securities
and equity-linked notes, which are exposed to
credit, interest rate, currency and equity price
risks. The risks on financial assets are controlled
in accordance with the investment guidelines
approved by the Investment Sub-committee
under the College’s Board of Trustees. This is
achieved through diversified asset allocation,
rules governing the selection and credit limits of
investment counterparties with reference to their
credit ratings and financial strength. The Investment
Sub-committee reviews investment strategies
and performance periodically to ensure that the
investment objectives and performance targets
are met. The Investment Sub-committee meets
periodically to manage and monitor risk exposures
associated with respective financial assets to ensure
that appropriate measures are implemented on a
timely and effective manner.

Credit Risk

The College’s credit risk is primarily attributable
to the investments in debt securities and bank
deposits. Management has a credit policy in place
and exposures to these credit risks are monitored
on an ongoing basis. The College places deposits
with major financial institutions with good credit
ratings.

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

Interest Rate Risk

The College is exposed to interest rate risk primarily
arising from its bank deposits due to fluctuations in
the prevailing levels of market interest rates.

As at 30 June 2010, it is estimated that a general
increase/decrease of 100 basis points in fixed
deposit interest rates, with all other variables held
constant, would have increased/decreased the
College’s surplus for the year and net assets at the
balance sheet date by approximately HK$495,000
(2009: decreased/increased the College’s deficit for
the year and increased/decreased net assets at the
balance sheet date by approximately HK$391,000).
This analysis has been determined assuming that
the change in interest rate had occurred at the

=-ERMTIAREREE

Eﬁ\
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balance sheet date and had been applied to the
exposure to interest rate risk for bank deposits in
existence at that date, with an assumption that
fixed term instruments which expire during the next
reporting period will be rolled over at the expiry of
that term at the new market rate.

Currency Risk

The functional currency of the College is Hong
Kong dollar. The College is exposed to currency risk
primarily arising from bank deposits and investments
that are denominated in United States dollars (USD).
As the Hong Kong dollar is currently pegged to the
USD, the risk of movements in exchange rates
between the two currencies is insignificant.

Equity Price Risk

The College is exposed to equity price risk arising
from investments in equity securities listed on
the Stock Exchange of Hong Kong and unlisted
equity-linked notes (see note 8). These investments
have been chosen based on their longer term
growth potential and are monitored regularly for
performance against expectations. At 30 June
2010, it is estimated than an increase/decrease of
10% in these securities’ market prices with all other
variables held constant, would have increased/
decreased the College’s surplus for the year and net
assets at the balance sheet date by approximately
HK$1,929,000 (2009: decreased/increased the
College’s deficit for the year and increased/
decreased net assets at the balance sheet date by
approximately HK$1,520,000).

Fair Values

All financial instruments are carried at amounts
not materially different from their fair values as at
30 June 2010 and 2009. The fair values of equity
securities listed in Hong Kong are based on quoted
bid prices at balance sheet date. The fair values of
held-to-maturity debt securities disclosed in note 8
are based on market prices provided by counterparty
financial institution at balance sheet date. The fair
values of unlisted equity-linked notes are based on
the valuations provided by the counterparty financial
institution.

ﬁ\
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(iii)

14.

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 values 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
College carried at fair value were trading securities
listed on the Stock Exchange of Hong Kong except
for the amount of HK$1,638,000 which is unlisted
equity-linked notes. These instruments fall into Level
1 of the fair value hierarchy described above.

CAPITAL COMMITMENTS BAEE
(Expressed in thousands of Hong Kong dollars)

EEMBREEAIE7RIISET TERTH  KE, BR
R=EESHEN “AnEERBRX KEEHESRIAEN
AREENE  SEESRIBNAREEERZRE
HERSEKERAZ=-ESHZ— - ZBSHNTE
q]WTF:

(i) FR—(EBEFR  ZERTHERNERRHEL
RGHRENER LA EERE

(i) F/= : ZEMTRZNERRTIS LAEUL R
BERE - WREHS L EENEERREINH
B ERITETHRE

(ill) FM=(REFM) : ZERTRIAUBBGBERT
MRE - EPEZNRETBEHIS LTREEN
Big -

E=FT-FFAA=1TH BRTEB—BNtT=BNT
THSE LR EHARRE - AERFENERTARE
BERBA LM EERES © iRBULARBEERR
NER  FERNEMTRBRER— -

(BT TIR)

Capital commitments outstanding at 30 June 2010, not provided for in the financial statements, were as

follows:
RIS—FEXA=1H ' REMBRRIZBERCERREDHAOT :
2010 2009
Contracted for (=55 9) 381 434
Authorised but not Contracted for CEEEIREL 2,811 2,758
3,192 3,192




RELATED PARTY TRANSACTIONS

Due to the not-for-profit nature of the College and the
composition of the Board of Trustees (being drawn
from private and public organisations), the College
has received from time to time donations from its
Board of Trustee members, key management and
companies controlled or significantly influenced by
them. The receipts of such donations have all been
individually reported to and approved in accordance
with the financial regulations of the Chinese
University of Hong Kong (the “University”) by the
Board of Trustees and the University Council.

All transactions relating to the purchases of
goods and services and capital projects involving
organisations in which a member of the Board of
Trustees may have an interest are conducted during
the normal course of business and in accordance
with the University’s financial regulations and normal
procurement procedures.

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 College is in the process of making an
assessment of what the impact of these amendments,
new standards and new interpretations which is
expected to be in the period of initial application.
So far it has concluded that the adoption of them is
unlikely to have a significantimpact on the College’s
results of operations and financial position.
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INDEPENDENT AUDITOR’S REPORT
B\ R ATER S

TO THE BOARD OF TRUSTEES OF UNITED COLLEGE
THE CHINESE UNIVERSITY OF HONG KONG

HEEPNABHSERKRED

We have audited the financial statements of the Trustees of
United College (the “College”) set out on pages 2 to 23, which
comprise the balance sheet as at 30 June 2010, the statement
of comprehensive income and expenditure, the statement of
changes in funds and the cash flow statement for the year then
ended, and a summary of significant accounting policies and
other explanatory notes.

THE BOARD OF TRUSTEES’ RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

The Board of Trustees 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.
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 Statue 12(7) of The Chinese
University of Hong Kong Ordinance (Cap. 1109), 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 Hong Kong Institute of
Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance as to whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor’s judgement,
including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and true and fair presentation
of the financial statements in order to design audit procedures that
are appropriate in the circumstances, 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 Board of Trustees, as well as evaluating
the overall presentation of the financial statements.

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

OPINION

In our opinion, the financial statements give a true and fair view
of the state of affairs of the College as at 30 June 2010 and of
its surplus and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards.

KPMG

Certified Public Accountants

8th Floor, Prince’s Building

10 Chater Road, Central, Hong Kong

9 December 2010
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THE UNITED COLLEGE ENDOWMENT FUND

THE TRUSTEES OF UNITED COLLEGE

THE CHINESE UNIVERSITY OF HONG KONG
BEPXABHSERREGUSERES

STATEMENT OF COMPREHENSIVE INCOME AND EXPENDITURE 2EKZR
FOR THE YEAR ENDED 30 JUNE 2010 #Z_Z—SFAB=1HILFE

(Expressed in thousands of Hong Kong dollars) (JA&#&F555lR)

Note 2010 2009
P
Income N
Interest and Investment Income FIBRIGEWES 3 7,661 11,531
Gain on Disposal of Available-for-Sale HETHHH ERANE 3.1 - 8,597
Equity Securities ek
Donations and Benefactions BB RIEM 4 10,566 3,836
Others Hith 138 232
18,365 24,196
Expenditure 2 5
Learning and Research By &R
Instruction and Research BELHR 1,708 1,928
Institutional Support e
Management and General BEN—REIE 2,365 1,887
Premises and Related Expenses BFAERERH 1,138 148
Student and General Education Services BEN—BBEEE 7,104 7,326
Other Activities HAhEEE 2,089 3,380
14,404 14,669
Surplus for the Year AEERR 3,961 9,527
Changes in Fair Value of Available-for-Sale oHERRESQAEE 17,482 (104,821)
Equity Securities e
Total Comprehensive Income for the Year AEEEEWSEE 21,443 (95,294)

The notes set out on pages 7 to 23 form an integral part of these financial statements.
NERFELEE— =B AR HEBRRC M -
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THE UNITED COLLEGE ENDOWMENT FUND

THE TRUSTEES OF UNITED COLLEGE

THE CHINESE UNIVERSITY OF HONG KONG

BEEPXABHSERREGHSERES

BALANCE SHEET ZBE&SER

AS AT 30 JUNE 2010 —Z—-8FAHA=1H

(Expressed in thousands of Hong Kong dollars) (&% 7T5lR)

Note 2010 2009
Pk
Non-Current Assets ERBNEE
Fixed Assets =13 8 4,350 4,011
Investments e a1 9 192,147 174,665
196,497 178,676
Current Assets mEaEE
Student Loans BLEM 10 191 204
Accounts Receivable and Prepayments FEMIR TR R TR FRIE 11 256 427
Cash and Cash Equivalents IRENIRTEEY 12 74,105 70,614
74,552 71,245
Current Liabilities mEaE
Accounts Payable and Accruals FEATIRTR A R T B A 13 331 712
Provision for Employee Benefits EEEFI#E R 14 111 41
442 753
Net Current Assets MENEEEH 74,110 70,492
Total Assets Less Current Liabilities MEERRBEE 270,607 249,168
Non-Current Liabilities ERBEE
Provision for Employee Benefits EEEH 2 14 (109) (113)
NET ASSETS EEFE 270,498 249,055
Restricted Funds EHES 6 41,785 35,331
Other Funds HihEE 7 228,713 213,724
TOTAL FUNDS BEa4EEE 270,498 249,055

Approved and authorised for issue by the Board of Trustees on 9 December 2010

BEaERRESIN"F—FF+ANAHERBEERIMBRER

Shum Choi Sang &7 4%
Chairman X
Board of Trustees {RE==

S.T. Wong &35
Member £5
Board of Trustees &%

Thomas H.C. Cheung RIES
Chairman E[E
Endowment Fund Committee E£EE5=

Peter P.F. Chan PR3
Hon. Treasurer FE£5]&
Endowment Fund Committee E£ZXZE5E®

The notes set out on pages 7 to 23 form an integral part of these financial statements.
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THE UNITED COLLEGE ENDOWMENT FUND

THE TRUSTEES OF UNITED COLLEGE

THE CHINESE UNIVERSITY OF HONG KONG
BREPYABBSERREEHSERES

STATEMENT OF CHANGES IN FUNDS E &R

FOR THE YEAR ENDED 30 JUNE 2010 Z—f—8,A=1HILFE

(Expressed in thousands of Hong Kong dollars) (BAE#FITHlR)

Restricted Funds

(Note 6)
SEHES
(Ff¥E 6)
Capital Fund Donations Fair Value Total
and Reserve
Benefactions
[REE
EEES RBUMER e L
Balance - 1 July 2008 —FFEN\FtB—B#&eR 3,954 29,229 104 33,287
Total Comprehensive Income for the Year FEZHE Y& (98) 2,246 (104) 2,044
Balance - 30 June 2009 “ETAFENA=1H%EER 3,856 31,475 - 35,331
Balance - 1 July 2009 —EThFtBA—R&R 3,856 31,475 - 35,331
Total Comprehensive Income for the Year FEZE W 413 6,041 - 6,454
Balance - 30 June 2010 —F-BFA=1H%ER 4,269 37,516 - 41,785

The notes set out on pages 7 to 23 form an integral part of these financial statements.

JERE EEE-+ =AM REMBRRC 7D -



Other Funds

(Note 7)
HihBE
(PFteE 7)
Capital General Fair Value Other Total Total Funds
Fund Endowment Reserve Reserves
Fund
RREE Hith
EEES BEEE ffEE FieE ] EEiEEE
123 36,185 243,252 31,502 311,062 344,349
32 - (104,717) 7,347 (97,338) (95,294)
155 36,185 138,535 38,849 213,724 249,055
155 36,185 138,535 38,849 213,724 249,055
(74) - 17,482 (2,419) 14,989 21,443
81 36,185 156,017 36,430 228,713 270,498

ucs
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THE UNITED COLLEGE ENDOWMENT FUND

THE TRUSTEES OF UNITED COLLEGE

THE CHINESE UNIVERSITY OF HONG KONG
BEEPYABEHSERREEHSSRES

CASH FLOW STATEMENT HEZE=S%X

FOR THE YEAR ENDED 30 JUNE 2010 #E—S—SS&ABA=1HIL5E

(Expressed in thousands of Hong Kong dollars) (BAE#TFtHlImR)

Note 2010 2009
FisE
Operating Activities BEER
Surplus for the Year NEERR 3,961 9,527
Adjustments for : HAEIER
Depreciation e 182 186
Dividend Income BR2WA (7,602) (10,649)
Interest Income FEWA (59) (882)
Gain on Disposal of Available-for-Sale HETHHERKESZ - (8,597)
Equity Securities Wk
Operating Deficit before Changes SEEREFHIZKE (3,518) (10,415)
in Working Capital B8
Decrease in Student Loans BLEEMZREY 13 11
Decrease in Accounts Receivable FEUWTIRFA M FAfTFRIEZ 122 301
and Prepayments b
(Decrease) / Increase in Accounts Payable FEfTIRFR M FEETE R Z (381) 85
and Accruals (iR 1 18
Increase in Provision for Employee Benefits B S8+ &EfiFziZm 66 13
Net Cash Used in Operating Activities K TEFRAIREEE (3,698) (10,005)
Investing Activities BEEH
Payment for Purchase of Fixed Assets IBREEEE (521) (121)
Dividend Received EWER 7,602 10,649
Interest Received [=2E SN 108 922
Payment for Purchase of Investments IBRIRE - (12,905)
Proceeds from Sales of Investments HERERENE - 14.832
Net Cash Generated from Investing Activities REENEE AT FHE 7,189 13,377
Net Increase in Cash and Cash Equivalents RENREEBEYZIBM 3,491 3,372
Cash and Cash Equivalents - Beginning of Year RERIREFEY - FHEER 70,614 67,242

Cash and Cash Equivalents - End of Year RENREEEY - FERERE 12 74,105

The notes set out on pages 7 to 23 form an integral part of these financial statements.
NERELEE-— =B AR HEBRRC M -

70,614




THE UNITED COLLEGE ENDOWMENT FUND
THE TRUSTEES OF UNITED COLLEGE
THE CHINESE UNIVERSITY OF HONG KONG

BEPXABHSERRETHSERES

BASIS OF PREPARATION

The financial statements of The Trustees of United
College (the “College”) reflect the state of affairs of
all the funds of the College at 30 June 2010 and the
College’s results and cash flows for the year ended
on that date. The assets of the College are vested
in The Board of Trustees of the College, under the
provisions of The Chinese University of Hong Kong
Ordinance.

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

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 College. Of these, the following
developments are relevant to the College’s financial
statements:

+  HKAS 1 (revised 2007), Presentation of
financial statements, and

«  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 funds during the period
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 and Expenditure. 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 about the fair value measurement of the
College’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 College 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.

NOTES TO THE FINANCIAL STATEMENTS Ei#$sRpist

— .

RNERE

BEER( “FER IRESHBRRATHESERMHA
BEEN"T-TFA=TAZMBURR - UREE
ZBIFENRELRERE - FERRESEEL
EENRBEEPIABIRGIFRT -

AR BBRRERREEDMASEGAREERRE
ER (FEMBHREER) - ERESEMREE
FRMER (EFEMBREER) - (FEBEHER)
HEBDMASERNZRNEE BN ETRA

BRI MASERGIZRLEETNEEHR
SR WERRAREASERNIFREBHER -2
PEEA TR RISRTA

- BEGEHEAISEISR(2 0 0 7125]) T MB®EK
HE2®|, ' &

- BEVWBRESERE7RIZTT "SRR KE-
ETRTRMIKE

HREA LA TR G ERSE15%(2 0 0 7125]) -
ESEFNFAEHNERRSZRDPAE - BBIIER
SEZEIPX - HNPEZIEREFRNEEEZR
A - R ENEBTHEARRNEE B2 &
EFRIAREARE

R R LI EE M PR SR 75R25T - 2NE/HRM
MBRREEAABEEREFINE - RiIEHE ETE
RNEE - BARFTEEDR=EFREE - +ERS
REBUBRESENF7RISTNHERERE - HonE
ERTEMHANLBRERFELRKE -
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(a)

The College has not applied any new standard or
interpretation that is not yet effective for the current
accounting period (see note 19).

The measurement basis used in the preparation of
the financial statements is the historical cost basis
except otherwise stated in the accounting policies
set out below.

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

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

A summary of the significant accounting policies
adopted by the College is set out below.

SIGNIFICANT ACCOUNTING POLICIES

Fixed Assets

Fixed Assets are stated in the balance sheet at
cost less accumulated depreciation and impairment
losses.

The cost of an asset comprises its purchase price
and any directly attributable costs of bringing the
assets to its working condition and location for its
intended use. Where it can be clearly demonstrated
that subsequent expenditure on an asset has
resulted in an increase in its future economic
benefit, such expenditure is capitalised as an
additional cost of that asset.

AERIEBER DT FERAREMAFETER K
iR (RMBHRMEE19) -

AR BRRE - BRERFINSETBERPINLAREA
o ABEERAERER -

ERBITEEEMBREENZHBRRE - EEE
{ELLEVHEER « P R R SR E R AR BER AR
RENEE - B - WARZH - FHERBHEEEZ
ERBEERESEEZEL THERSENRRE
B - WAELTHMGERIIEE EE NG RNIRE
8 - HHYEL RN H AR RIS - Ml
ATMBETREEERCERITER -

BLAFTTIERER ST RENER - MRIFH AR
METERER—HE  HEEEaaExBRRE
B MRISTHEMMARBEIIERE - AL
1ERTHV AR IR SR HA R T LARERR -

I ERFIFRANEESBEREZENT -

FEEFBIR
EE&EE

HEEARARA  EEEERNSERRITENRE
ERERETIR -

BT ESEBABLEM—IIEZEEEERERE
RAtFEFRANER - Hig - SMEREEEE LME
B AR B RE MR EENRREERN
iR BLEHERESE - W5 RZEENMM
RS ©



Depreciation is calculated to write off the cost of
fixed assets, less their estimated residual value,if
any, using the straight-line method over their
estimated useful lives as follows:

Buildings 40 years

Equipment, Furniture
and Fittings

3-5years

Shorter of useful life
or duration of project

Equipment acquired
for Research Projects

Both the useful life of an asset and its residual value,
if any, are reviewed annually.

An impairment loss is recognised to the extent
that the carrying amount of an asset, or the cash-
generating unit to which it belongs, is more than
its recoverable amount. The recoverable amount
of an asset, or of the cash-generating unit to
which it belongs, is the greater of its fair value
less costs to sell and value in use. In assessing
value in use , the estimated future cash flows
are discounted to their present value using a
pre-tax discount rate that reflects current market
assessments of the time value of money and the
risks specific to the assets. An impairment loss is
reversed if there has been a favourable change
in estimates used to determine the recoverable
amount.

Gains or losses on disposal or retirement of a fixed
asset are determined as the difference between
the net proceeds and the carrying amount of the
fixed asset and are recognised in the Statement of
Comprehensive Income and Expenditure on the
date of retirement or disposal.

(b) Investments

(i) Investments are recognised/derecognised on
the date the College commits to purchase/sell
the investments or they expire. Investments in
equity securities are initially stated at fair value
plus transaction costs.

FENRENTEEUEEEENMNEEEMETH
RerEEGER) LUERITESHBHENE - BEE
ENEHERERMT -

BE 40 &

EES =PSB 3-5 %

BRAIEB SRR fE o] RERSKIEEEER -
HOoigEsE

55 HENERAFRANBEEER EERE
& .

HFfEEENREENREELEMSROINERE
- BISRISIIER RRERE - alEMRAEZUE
EELEREE - MRAERE - ERAEERUY
BARRNIREREINEDIRE - MATANITIRERE
RRERMIREHENEENBERER - 475 FAUE
EWEIEENGERRCEENTEE - AIEEE
HEEEE WO

Bl B E T B R FE £ W AU e St
RREE HEMGRIEFRLIREER < 8T
8 REEAREHFAZANZERA

0=

(i) BEnEZRIFRESERAEBE N HEZ
RERBNZIREIR BRI BREIT o BRANEE
1"E - HRAERULABENRZERETE -
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(c)

(ii) The equity securities held by the College are
not for trading purpose and are classified
as “available-for-sale equity securities”. At
each balance sheet date, the fair value is
remeasured, with any resultant gain or loss
being recognised in other comprehensive
income and accumulated separately in the fair
value reserve, except for impairment loss.

When there is objective evidence that
available-for-sale equity securities are
impaired, the cumulative loss that had
been recognised directly in the fair value
reserve is reclassified to the Statement of
Comprehensive Income and Expenditure.
The amount of the cumulative loss that is
recognised in the Statement of Comprehensive
Income and Expenditure is the difference
between the acquisition cost and the current
fair value, less any impairment loss on that
asset previously recognised in the Statement
of Comprehensive Income and Expenditure.
Objective evidence of impairment includes
observable data that comes to the attention
of the College concerning the underlying
financial stability of the investee as well as
a significant or prolonged decline in the fair
value of an investment below its cost.

(iii) Impairment losses recognised in the Statement
of Comprehensive Income and Expenditure in
respect of available-for-sale equity securities
are not reversed through the Statement of
Comprehensive Income and Expenditure.
Any subsequent increase in the fair value of
such assets is recognised directly in other
comprehensive income.

Cash and Cash Equivalents

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

(i) AERFENRIESTEAEEERE
HFERER TaHERSES ) - EEEE
EH - BEESNARABERBENTE  FRE
BRI FRrEMEREREMEEEER A
nREEREEAER -

EREHEERRAUHEERAESWNER
ERERE - ERFIBESREOEEREE
AER - WEFDEEZEWZRA - EE
E S RERN RGBSR UBAERE
R (B 5 DART7E 2 B S 3R L HERR AR E S
BREREMET - RENEEEEEESRT
BRZMNS LIREZRANPEEE - MR
REEEERARBEREENLE -

(iii) AL ERSEFNREBEEEEKRA
ERRHZ LRI - Hig - IaREEL
7t EREEERTARMZENGEA -

A RERFAZEFEY

RENREFEVEFERTERRIRE « FRRERT
FMEAMABHBRERTER - MREHREMHES
HREIEE - ELIEARUUSSRERE MR
EHEMFAARZNEELERE) - LEBAE
=EAREIH -



(d) Employee Benefits

(e)

(i) Salaries, paid annual leave, housing allowances
and the cost to the College of non-monetary
benefits are accrued in the year in which the
associated services are rendered by employees
of the College.

(i) Contract-end gratuity is payable on completion
of a contract appointment of not less than two
years. The gratuity, together with the total
amount of the College’s contributions to a
particular retirement scheme, will add up to
10% or 15% of the appointee’s basic salary
drawn during the contract period.

(i) Contributions to defined contribution retirement
plans, including Mandatory Provident Funds
as required under the Hong Kong Mandatory
Provident Fund Schemes Ordinance, are
recognised as an expenditure in the Statement
of Comprehensive Income and Expenditure as
incurred.

(iv)  Termination benefits are recognised when,
and only when, the College demonstrably
commits itself to terminate employment or
to provide benefits as a result of voluntary
redundancy by having a detailed formal
plan which is without realistic possibility of
withdrawal.

Provisions and Contingent Liabilities

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

T ESEH

(i) &= BFFR  EEEMRSEFEBIEHERN
IR - RESRHAEFERBNFEFEAAR

(ii) SEHMEFIULERAESH  ESIGESEHORM
£ - WS ERAEFRIASTEIPHIERMR
BYAEENSHIRIEFEMN10%K15% °

(iii) FREHFBAFTEIZHER - SEEEEHIMLARE
BRI BRI LEEHR - IREERERT
EEBZRAERBRZL -

(iv) BHRIEHERSESEREMEN  F4
BAKRTIEERDIRETBIR - SNiRBZFTEIBRE
ERESEMALSHA(FLWER - THERER
=ik -

k- #REENEAHE

MREREBRENSEHRIBEENMETERE - MEH
EEHSHEBEN@ENERING - ETMEL TSR
EEtR > AERME/XFENBETENRBEER
#fl - HEIRENBIRZTEEAX - BUTRMIHNIE
1R -

MRSBEBEVRNEFIVRATEMRE - AEH
EHERABBRELUSENMGE - AREZEBRNE
aff - EERINRCTREMHRERIFRS - EFERERE
BARE-ARNZEARKREN - BERBRIKERSE
MFEHMEE - FRIERZEEETN ST EMHE(E -
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(9)

Income Recognition

Provided itis probable that the economic benefits will
flow to the College and the income and expenditure,
if applicable, can be measured reliably, income is
recognised in the Statement of Comprehensive
Income and Expenditure as follows:

(i)

(ii)

(iif)

Interest Income

Interestincome is recognised as it accrues using
the effective interest method.

Dividend Income

Dividend income from listed securities is
recognised when the share price of the
investment goes ex-dividend.

Donations and Benefactions

Donations and Benefactions are recognised
in the Statement of Comprehensive Income
and Expenditure when the College becomes
entitled to the donations and benefactions and
it is probable that they will be received.

Translation of Foreign Currencies

Foreign currency transactions during the year are

translated into Hong Kong dollars at the foreign
exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in

foreign currencies are translated into Hong Kong
dollars at the foreign exchange rate ruling at the
balance sheet date. Exchange gains and losses

on foreign currency translation are dealt with in

the relevant fund accounts through the Statement

of Comprehensive Income and Expenditure.

WA &SR

MREBERROUTREDRA > MUTAFIRE - fEER
NEES T SEET R - AERESRETIIRETES
E ST RATEBIIA

(i) FEUWES
B S LB EF Rt SR E BT I R B 7R
(ii) B2

LEMEESHARR B ATERR BRR SRR o

(iii) IS KB R

BRLBRREAEREENTUREZIER
BEs - BEERWERER - E2EKXERA
ERBRUA -

ShesirE

FALIIMEREMZRIERS @ RIRRS B M
ERZEDER REEREREEAMIMNEELZ
ERRTEERAR YUK BZIMNEERRERE
B AEREBNERERRERILIEAFRS
BEER -



(h) Related Parties

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

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

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

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

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

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

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

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.

= BIBA

ERRTHBRRE - SERNBKTS 2

() ZATHRENEESEEEE—EAAZBAIAA
ZH > RO REEALEFERNT B REER
R AHEEFIRER

(i) ERMZALTIZHEES ;

(i) BALBAERNBEATR AT ;

(iv) ZALTBAERETEEEASHBEZFALNE
RREME - AZZFALTES - HHEZEHE
EATENER

(v) RATIE()FEATRERRERSNZZEF
BAANLEZS - AHEZEFIREAFZENERE

(vi) BIRHtEF PAERN LS ERFMERNES
HOBERERTRRIGTE -

BARTRRENRS RIEFAR M EREAERNRZS
o ORESREZREARNZHEZENRENRS -
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3. INTEREST AND INVESTMENT INCOME MERBE RS
(Expressed in thousands of Hong Kong dollars) (AEEETFITHIR)

2010 2009
Dividends from Listed Equity Securities EHEAESERE 7,602 10,649
Interest from Bank Deposits RITERRIS 59 882
7,661 11,531
2010 2009
3.1 Gain on Disposal of Available-for-Sale HETHHHER
Equity Securities AFES Z W ES - 8,597
4. DONATIONS AND BENEFACTIONS RIS RIER
(Expressed in thousands of Hong Kong dollars) (ABEETFTHIR)
2010 2009
Scholarships, Prizes and Bursaries REE - PEINRS 3,894 3,207
Others Hith 6,672 629

10,566

3,836




5. EXPENDITURE E-4 1
(Expressed in thousands of Hong Kong dollars) (BT TTHIR)

2010 2009
Staff Cost Operating Total Staff Cost Operating Total
and  Expenses and Expenses
Benefits Benefits
ETHM ETHM

RiEFl &Emx @E  &EF EERR 28

Learning and Research Bilf &R
Instruction and Research BB 244 1464 1,708 130 1,798 1,928

Institutional Support (Note 5.1) =P EENARFS (Fif5E5.1)

Management and General BEN—MEE 2,365 - 2,365 1,877 10 1,887

Premises and Related Expenses 1EFN&BHEZH - 1,138 1,138 - 148 148

Students and General Education 24 K&—iEHE 549 6,555 7,104 618 6,708 7,326
Services ==y

Other Activities HithsE#5 1 2,088 2,089 - 3,380 _ 3,380

2,915 9,781 12,696 2,495 10,246 _12,741

Total Expenditure W 3,159 11,245 14,404 2625 12,044 14,669
5.1 Analysis of Operating Expenses on Institutional Support ERFHMREENSE H2 R
(Expressed in thousands of Hong Kong dollars) (ABEETFTHIR)
2010 2009
Management and General EER—MREIE
Miscellaneous HIE - 10
Premises and Related Expenses BFNEERH
Renovation and Maintenance ENFR T2 M 1,138 148
Student and General Education Services BER—RBEEH
Scholarships & Prizes BEFNERER 4,853 4,977
Student/Extra-curricular Activities BEERINER 1,680 1,696
Microcomputer Laboratory BE=E 22 35
6,555 6,708
Other Activities HfthZ#5
College Publications ERTIY 96 263
College Activities and Functions ERiEE 901 883
Exchange Loss FESIIER 941 2,120
Miscellaneous HIR 150 114
2,088 3,380

9,781 10,246

uc15



uC16

NATURE AND PURPOSE OF RESTRICTED
FUNDS

Capital Funds

Capital Funds represent the balance of net book
value of the Fixed Assets which were financed by
funds with non-designated purpose.

Donations and Benefactions

Donations and Benefactions represent funds
received by the College from the Donors which are
used to support Scholarships, Prizes and Bursaries
of the College.

Fair Value Reserves

Fair Value Reserve comprises the cumulative net
change in the fair value of available-for-sale equity
securities held at the balance sheet date and is dealt
with in accordance with the accounting policies in
note 2(b).

NATURE AND PURPOSE OF OTHER FUNDS

Capital Funds

Capital Funds represent the balance of net book
value of the Fixed Assets which were financed by
funds with non-designated purpose.

General Endowment Funds

Endowment Funds represent donations received
by the College, usually with the stipulation from the
donors that the principal amounts should remain
intact in perpetuity or for a defined time period for
specific purposes.

Fair Value Reserves

Fair Value Reserve comprises the cumulative net
change in the fair value of available-for-sale equity
securities held at the balance sheet date and is dealt
with in accordance with the accounting policies in
note 2(b).

Other Reserves

Other Reserves represent the reserves generated
by the College from interest and investment income
which are used to support college activities, student
activities, programmes or projects of the College.

>k
4
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IREFE -

HERIER
RRELEMZHRERE AR  BEABRRERAR
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EEEESRHIFRERARNEEBENEEEEN
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BARES

BTrEERERWIINBRRIE  EREEEDE
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DfEEREE
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8.

FIXED ASSETS ElE&E
(Expressed in thousands of Hong Kong dollars) (ABEEFTTHIR)
Buildings  Equipment, Total
Furniture
and
Fittings
REEE
1BFESE ySEL B

Cost 3% =]

At 1 July 2008 —ST\EtA—A&% 4,175 1,481 5,656

Additions nE - 121 121

At 30 June 2009 —FEAFABA=TRH&ER 4,175 1,602 5,777
Accumulated Depreciation HEHhE

At 1 July 2008 “ESENEFELA—B#ER 222 1,358 1,580

Charge for the Year REEIRE 105 81 186

At 30 June 2009 —SThEARRA=1TH#&R 327 1,439 1,766
Net Book Value 2009 “ETHAFIREFE 3,848 163 4,011
Cost mAsE

At 1 July 2009 —TTHhFLtA—H&ER 4,175 1,602 5,777

Additions nE 521 - 521

Disposals HE - (19) (19)

At 30 June 2010 —T-FFA=TH&E 4,696 1,583 6,279
Accumulated Depreciation HEHhE

At 1 July 2009 “SThEFELtA—B#&ER 327 1,439 1,766

Charge for the Year REEIRE 106 76 182

Written Back on Disposals HER IR - (19) (19)

At 30 June 2010 “E-FSFXA=1THR& 433 1,496 1,929
Net Book Value 2010 —T-THREEE 4,263 87 4,350
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10.

1.

INVESTMENTS 2E

(Expressed in thousands of Hong Kong dollars) (ABEETFTHIR)
2010 2009
Available-for-Sale Equity Securities o it R AT
at Fair Value BasBEsR
- Listed in Hong Kong -EEELm 192,147 174,665
STUDENT LOANS BEER
(Expressed in thousands of Hong Kong dollars) (ABEETFTTHIR)
2010 2009
Student Emergency Loans BERIEM 47 57
Wong Fung Ling Student Loans SEWBLEEM 10 10
Travel Loans for Non-Local Academic IR HBEREENETE 134 137
Activities Scheme
191 204
The student loans are expected to be recoverable or recognised as expenses within one year.
BLEMIRIENEAR —FAWRESERAZE -
ACCOUNTS RECEIVABLE AND PREPAYMENTS MR B FA{T TRIE
(Expressed in thousands of Hong Kong dollars) (BB TTHIR)
2010 2009
Accounts Receivable FEYTIRTR 5 54
Prepayments FAfTRRIE 131 373
Amount due from The Chinese University R E R PSR E 120 -
of Hong Kong (Note) RIS (Pf5E)
256 427

The accounts receivable, prepayments and amount due from The Chinese University of Hong Kong are

expected to be recoverable or recognised as expenses within one year.

FRUTIRTR ~ TR RRIE N B EE P XA BIRIEIITERR —FAKEIR#ER 2L -

Note:  The outstanding balance with CUHK is unsecured, interest free and has no fixed repayment term.

MizE: EERNPXABERIRD  ZERERBEHNDRER - R REEEEERE




12.

13.

14.

CASH AND CASH EQUIVALENTS RERBTEEN
(Expressed in thousands of Hong Kong dollars) (ABEETTHIR)

2010 2009

Cash at Bank and on Hand RITHEBR MRS 221 2,289
Short-term Deposits EHATER 73,884 68,325
74,105 70,614

Included in short-term time deposits is the following amount denominated in the following foreign currency:
RITEREMEETIINIMNEDEMNESE :

(Expressed in thousands) (AF7T5m)

2010 2009
Pounds Sterling (“GBP”) REE 800 800
ACCOUNTS PAYABLE AND ACCRUALS FE{IIRR B FERTE H
(Expressed in thousands of Hong Kong dollars) (ABEETFTHIR)

2010 2009
Accounts Payable FEFTIRFR 318 445
Accruals FEstEM 13 15
Amount due to the Chinese University of BT EEPX AL - 252

Hong Kong (Note) RIS (Pf5E)
331 712

The accounts payable, accurals and amount due to The Chinese University of Hong Kong are expected to
be settled within one year or are payable on demand.
FEMTIRTR ~ ERTERMEMNEEP X ABIRIEFERR —FREETIRERZT -

Note:  The outstanding balance with CUHK is unsecured, interest free and has no fixed repayment term.

Mzt  ESRAPXABERIRD - ZIERFRFEHDBIER  REREEEEERT -

PROVISION FOR EMPLOYEE BENEFITS EEEFEH
(Expressed in thousands of Hong Kong dollars) (BT TTHIR)
2010 2009
Contract-end Gratuity HimE 103 62
Other Employee Benefits Hithg S18F 117 92
220 154
Payable &t
Within 1 year R—FR 111 41
After 1 year R—F# 109 113

220 154
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15.

16.

CAPITAL MANAGEMENT

The College is a not-for-profit organisation and forms
part of The Chinese University of Hong Kong. Itaims
to offer a balanced and holistic education with rich
college life to students in supporting their personal
growth and development. The College defines
capital as including various general and restricted
funds balances. The various funds represent the
unspent balance of donations, grants and income.
These funds are managed in accordance with the
College’s financial management procedures and the
relevant funding conditions, where applicable. The
College’s primary objective when managing capital
is to safeguard the College’s ability to continue as
a going concern and to maintain a strong financial
base to support the development of the College. To
achieve the above capital management objective,
the College sets guidelines on investment and
financial management. For funds with specific
purpose, they will only be placed in fixed deposits,
whereas funds invested in blue chip equity securities
are reserved for general use.

There has been no change in the College’s capital
management practices as compared to prior year.
The College is not subject to any externally imposed
capital requirement.

FINANCIAL INSTRUMENTS AND RISK
MANAGEMENT

The College’s financial instruments mainly include
bank deposits and equity securities, which are
exposed to credit, interest rate, currency and
equity price risks. The risks on financial assets
are controlled in accordance with the investment
guidelines approved by the Endowment Fund
Committee under the College’s Board of Trustees.
This is achieved through diversified asset allocation,
rules governing the selection and credit limits
of investment counterparties with reference to
their credit ratings and financial strength. The
Endowment Fund Committee reviews investment
strategies and performance periodically to ensure
that the investment objectives and performance
targets are met. An investment sub-committee
under the Endowment Fund Committee meets
periodically to manage and monitor risk exposures
associated with respective financial assets to
ensure that appropriate measures are implemented
on a timely and effective manner.

+hH - BREH

-+
b 2
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(a)

(b)

(c)

Credit Risk

The College’s credit risk is primarily attributable
to bank deposits. Management has a credit policy
in place and exposures to these credit risks are
monitored on an ongoing basis. The College
places deposits with major financial institutions with
good credit ratings.The College has no significant
concentration of credit risk, with exposure spread
over a number of counterparties.

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

Interest Rate Risk

The College is exposed to interest rate risk primarily
arising from its short-term bank deposits due to
fluctuations in the prevailing levels of market interest
rates.

As at 30 June 2010, it is estimated that a general
increase/decrease of 100 basis points in fixed
deposit interest rate, with all other variables held
constant, would increase/decrease the College’s
surplus for the year and net assets at the balance
sheet date by approximately HKD 740,000 (2009:
HKD 700,000). This analysis has been determined
assuming that the change in interest rate had
occurred at the balance sheet date and had been
applied to the exposure to interest rate risk for
short-term deposits in existence at that date, with an
assumption that fixed term instruments which expire
during the next reporting period will be rolled over at
the expiry of that term at the new market rate.

Currency Risk

The College’s only foreign currency risk exposure
arises from a GBP short-term deposit.

As at 30 June 2010, the percentage of financial
assets denominated in currencies other than HKD
to total assets is 3.5% (2009: 4.2%). The College
considers the effect of currency risk on the financial
statements not material.

$\
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FERNEEABREIERBRITER - EEECHIET
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FEREHNFREABREERBRENERERET
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(d) Equity Price Risk

(e)

The College is exposed to equity price risk arising
from available-for-sale equity securities. All of these
investments are blue chip shares listed on the Stock
Exchange of Hong Kong and are included in the
Hang Seng Index. These investments have been
chosen based on their longer term growth potential.
Management monitors regularly the performance
of the investments to ensure their suitability as
investments for the College.

As at 30 June 2010, it is estimated that a general
increase/decrease of 10% in these securities’
market prices, with all other variables held
constant, would increase/decrease the College’s
net assets by approximately HKD19,200,000 (2009:
HKD17,500,000).

Fair Values

Financial instruments carried at fair value

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 values 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 only financial instruments of the
College carried at fair value were available-for-sale
equity securities of HKD192,147,000 listed on the
Stock Exchange of Hong Kong. These instruments
fall into Level 1 of the fair value hierarchy described
above.

T
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17.

18.

19.

CAPITAL COMMITMENTS

BARHRE

(Expressed in thousands of Hong Kong dollars)

Capital commitments outstanding at 30 June 2010, not provided for in the financial statements, are as

follows:

(AEBETFTIR)

REF—FFAA=TH @ REMBERERERERENREINOT

2010 2009
Contracted for B4 63 396
Authorised but not Contracted for EIEEEIREN 1,105 1,967
1,168 2,363

RELATED PARTY TRANSACTIONS

Due to the not-for-profit nature of the College and
the composition of the Board of Trustees (being
drawn from private and public organisations),
the College has received from time to time
donations from its Board of Trustees members,
key management and companies controlled or
significantly influenced by them. The receipts of
such donations have all been individually reported
to and approved in accordance with the financial
regulations of the Chinese University of Hong Kong
(the “University”) by the Board of Trustees and the
University Council.

All transactions relating to the purchases of
goods and services and capital projects involving
organisations in which a member of the Board of
Trustees may have an interest are conducted during
the normal course of business and in accordance
with the University’s financial regulations and
normal procurement procedures.

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

+1 - BB A%
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INDEPENDENT AUDITOR’S REPORT
B\ R ATER S

TO THE BOARD OF TRUSTEES OF SHAW COLLEGE
THE CHINESE UNIVERSITY OF HONG KONG

HEBPXABRXERRED

We have audited the financial statements of the Trustees of Shaw
College (the “College”) set out on pages 2 to 21, which comprise
the balance sheet as at 30 June 2010, and the statement of
comprehensive income and expenditure, the statement of
changes in funds and the cash flow statement for the year then
ended, and a summary of significant accounting policies and
other explanatory notes.

THE BOARD OF TRUSTEES’ RESPONSIBILITY FOR
THE FINANCIAL STATEMENTS

The Board of Trustees 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.
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 Statue 12(7) of The Chinese
University of Hong Kong Ordinance (Cap. 1109), 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 Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance as to whether the financial statements are free from
material misstatement.

An auditinvolves 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 Board of Trustees, as well as evaluating
the overall presentation of the financial statements.

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

OPINION

In our opinion, the financial statements give a true and fair view
of the state of affairs of the College as at 30 June 2010 and of its
surplus and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards.

KPMG

Certified Public Accountants

8th Floor, Prince’s Building

10 Chater Road, Central, Hong Kong

3 December 2010
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THE TRUSTEES OF SHAW COLLEGE

THE CHINESE UNIVERSITY OF HONG KONG

BEEPNABEXERKRES

STATEMENT OF COMPREHENSIVE INCOME AND EXPENDITURE ZMHigzs3R

FOR THE YEAR ENDED 30 JUNE 2010
BE—T-TFAA=THLTFE

(Expressed in thousands of Hong Kong dollars) (JA#E#FT5liR)

Note 2010 2009
FiEE
Income/(Loss) YA /(B518)
Interest and Investment Income/(Loss) A B RIS E IS/ (B518) 3 3,144 (6,691)
Donations and Benefactions =LY NE R 4 25,507 5,770
Other Income HIA 498 266
29,149 (655)
Expenditure X 5
Learning and Research BBy Kb 5E
Other Academic Services HAth B BRTS 549 58
Institutional Support ShremnARE
Management and General ERN—AEIE 482 349
Premises and Related Expenses BFREEZH 3,818 4,707
Student and General Education Services BEN—RBESHE 2,228 2,290
Other Activities HAthZE#5 41 (36)
7,118 7,368
Surplus/(Deficit) and Total Comprehensive FEEEEE/(EE) 22,031 (8,023)

Income and Expenditure for the Year

The notes set out on pages 6 to 21 form an integral part of these financial statements.

JIERBEABE—+—BZHERFMBRIRZ 5D -




THE TRUSTEES OF SHAW COLLEGE
THE CHINESE UNIVERSITY OF HONG KONG
BEPXABEXERRED

BALANCE SHEET ZE& &R

AS AT 30 JUNE 2010

—E-FFAA=TH

(Expressed in thousands of Hong Kong dollars) (JA#E#FT5lR)

Note 2010
PitEE
Non-Current Assets ERENEE

Fixed Assets BEEE 8 2
Investments ®wE 9 -
2

Current Assets mENEE
Investments bita=1 9 1,046
Funds Held by The Chinese University of FRREEPXAKE 10 59,936

Hong Kong MIE
Student Loans BEEW 1 887
Accounts Receivable FEWTIRR 12 90
Cash at Bank |RITEM 12
61,971

Current Liabilities mEnasE
Accounts Payable and Accruals FE(TIRTR R FER B F 13 782
Provision for Employee Benefits B S5 % 12
794
Net Current Assets mENEESE 61,177
Total Assets Net of Current Liabilities BEERREEE 61,179

Non-Current Liabilities ERmEER

Provision for Employee Benefits EE&EF$E 6
NET ASSETS EEEHR 61,173
Restricted Funds EHESE 6 60,436
Other Funds HhEE 7 737
TOTAL FUNDS EEH%E 61,173

Approved and authorised for issue by the Board of Trustees on 3 December 2010

BRERREEN_T-TSF+"A=ARERSEBERILIMBERR

Ma Lin Eka

Hamen Fan Sz &%

Chan Chi Fai B

The notes set out on pages 6 to 21 form an integral part of these financial statements.

Chairman, ¥J&

Board of Trustees iXZE®

Hon. Treasurer, F2£5] &
Board of Trustees iXE&

Member, &85

Board of Trustees iXEE&

SIERENEE_+—BZMERREBRRC 8% -
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THE TRUSTEES OF SHAW COLLEGE

THE CHINESE UNIVERSITY OF HONG KONG
BEPXABEXERRED

STATEMENT OF CHANGES IN FUNDS B &8)%
FOR THE YEAR ENDED 30 JUNE 2010

HE—E-SFAA=THLFE

(Expressed in thousands of Hong Kong dollars) (JA#E#FT5liR)

Restricted Other
Funds Funds
SRHES HihEE
Other Total
Capital Endowment Restricted ~ Total Reserves Funds
Funds Funds Funds

EEE: REBEEES Hthv=H e fRfeE ZHEEHHE

(Note 6)  (Note 7)

(Kizxe) (H5E7)
Balance at 1 July 2008 =FFTN\FtA—BH#R 12 23,341 22,320 45,673 1,492

Transfers to the EEPEISM (5) (4,468) (2,947) (7,420) (603)
Statement of
Comprehensive
Income and
Expenditure

47,165

(8,023)

Balance at 30 June 2009 —FFhEB=1H%Ek 7 18,873 19,373 38,253 889

39,142

Balance at 1 July 2009 =FThFtHA—BHER 7 18,873 19,373 38,253 889

Transfers (to)/from the H(E)BZEEGHER (5) 2,767 19,421 22,183 (152)
Statement of
Comprehensive
Income and
Expenditure

39,142

22,031

Balance at 30 June 2010 —T—TF;XA=1H#8 2 21,640 38,794 60,436 737

61,173

The notes set out on pages 6 to 21 form an integral part of these financial statements.

SIERERNEE_+ B RAEBRRC 8% -
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THE TRUSTEES OF SHAW COLLEGE

THE CHINESE UNIVERSITY OF HONG KONG
BEPXABEXERRED

CASH FLOW STATEMENT REifiE

FOR THE YEAR ENDED 30 JUNE 2010
BE—T-BFAA=THLEFE

(Expressed in thousands of Hong Kong dollars) (IA&4F7T5lR)

2010

Operating Activities REER
Surplus/(Deficit) for the Year REER(EE) 22,031 (8,023)
Adjustments for : HAEIEE
Depreciation e 5 5
Net Realised and Unrealised (Gains)/Losses on EENHEMESEIR R AREIR (I (3,097) 6,888
Trading and Other Securities )/ 1E iR
Interest Income FEWA - 1
Dividend Income RERBUIA 47 (196)
Operating Surplus/(Deficit) before Changes in LEETEIHIZCE R85 18,892 (1,327)
Working Capital 18)
Decrease in Student Loans BLEERMZED 211 11
Decrease in Accounts and Other Receivables EENHEMBBIRIZRED - 100
(Decrease)/Increase in Accounts Payable and e IR FERT B R Z (R ) G (11) 198
Accruals il
Increase/(Decrease) in Provision for Employee & E15F &g 218/ (R ) 16 (22)
Benefits
Net Cash Generated from/(Used in) Operating REREBEL/(FRRA)QIREFH 19,108 (1,040)
Activities
Investing Activities BEEE
Acquisition of Listed Securities BRLETES - (4,761)
Proceeds from Sales of Listed Securities HE FHESREME 3,696 8,139
Increase in Funds Held by The Chinese ERRBEPIXAREMIALZ (22,853) (2,470)
University of Hong Kong b=y I
Interest Received EUFIE - 1
Dividend Received =g 25 47 141
Net Cash (Used in)/Generated from Investing Activities X & RENFRF)/EEZIREFHE (19,110 1,050
Net (Decrease)/Increase in Cash and Cash Equivalents IREMIREZFEYZ (RS )EM © 10
Cash and Cash Equivalents - Beginning of Year RENMREEEY - FH4HER 14 4
Cash and Cash Equivalents - End of Year MENMIREEEY - FRER 12 14

The notes set out on pages 6 to 21 form an integral part of these financial statements.
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THE TRUSTEES OF SHAW COLLEGE

THE CHINESE UNIVERSITY OF HONG KONG
BEPXABEXERRED

NOTES TO THE FINANCIAL STATEMENTS
MR RAIEE

BASIS OF PREPARATION

The financial statements of The Trustees of Shaw
College (“the College”) reflect the state of affairs of
all the funds of the College at 30 June 2010 and the
College’s results and cash flows for the year ended
on that date. The assets of the College are vested
in the Board of Trustees of the College under the
provisions of The Chinese University of Hong Kong
Ordinance.

These financial statements have been prepared in
accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs”), which collective
terms 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.

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 College. Of these, the following
developments are relevant to the College’s financial
statements:

* HKAS 1 (revised 2007), Presentation of
financial statements, and

*  Amendmentsto 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 funds during the period
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 and Expenditure. 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 about the fair value measurement of the
College’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 College
has taken advantage of the transitional provisions
set out in the amendments to HKFRS 7, under
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which comparative information for the newly required
disclosures about the fair value measurements of financial
instruments has not been provided.

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

The measurement basis used in the preparation of the
financial statements is the historical cost basis except
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 expenses. The estimates and associated
assumptions are based on historical experience and
various other factors that are believed to be reasonable
under the circumstances, the results of which form the
basis of making the judgements about carrying values
of assets and liabilities that are not readily apparent
from other sources. Actual results may differ from these
estimates.

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

A summary of the significant accounting policies adopted
by the College is set out below.
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(a)

SIGNIFICANT ACCOUNTING POLICIES

Fixed Assets

Fixed Assets are stated in the balance sheet at
cost less accumulated depreciation and impairment
losses.

The cost of an asset comprises its purchase price
and any directly attributable costs of bringing the
assets to its working condition and location for its
intended use. Where it can be clearly demonstrated
that subsequent expenditure on an asset has
resulted in an increase in its future economic
benefit, such expenditure is capitalised as an
additional cost of that asset.

Depreciation is calculated to write off the cost of fixed
assets, less their estimated residual value, if any,
using the straight-line method over their estimated
useful lives as follows:

Equipment, Furniture, 5 years
Fixtures and Fittings
Computer Equipment 3 years

Both the useful life of an asset and its residual value,
if any, are reviewed annually.

An impairment loss is recognised to the extent
that the carrying amount of an asset, or the cash-
generating unit to which it belongs, is more than its
recoverable amount. The recoverable amount of
an asset, or of the cash-generating unit to which
it belongs, is the greater of its fair value less costs
to sell and value in use. In assessing value in use,
the estimated future cash flows are discounted to
their present value using a pre-tax discount rate
that reflects current market assessments of the time
value of money and the risks specific to the assets.
An impairment loss is reversed if there has been a
favourable change in estimates used to determine
the recoverable amount.

Gains or losses on disposal or retirement of a fixed
asset are determined as the difference between
the net proceeds and the carrying amount of the
fixed asset and are recognised in the Statement of
Comprehensive Income and Expenditure on the date
of retirement or disposal.

Investments

(i) Investments in securities held for trading are
classified as current assets and are initially
stated at fair value. At each balance sheet date
the fair value is remeasured, with any resultant
gain or loss being recognised in the Statement
of Comprehensive Income and Expenditure.
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(i) Dated debt securities that the College has
the positive ability and intention to hold to
maturity are classified as held-to-maturity
securities. Held-to-maturity securities are
initially recognised in the balance sheet at fair
value plus transaction costs. Subsequently, they
are stated in the balance sheet at amortised cost
less impairment loss.

The impairment loss for held-to-maturity
debt securities is measured as the difference
between the asset’s carrying amount and the
present value of estimated future cash flows,
discounted at the financial asset’s original
effective interest rate (i.e. the effective interest
rate computed at initial recognition of these
assets).

If in a subsequent period the amount of an
impairment loss decreases and the decrease
can be linked objectively to an event occurring
after the impairment loss was recognised,
the impairment loss is reversed through the
Statement of Comprehensive Income and
Expenditure. A reversal of an impairment
loss shall not result in the asset’s carrying
amount exceeding that which would have
been determined had no impairment loss been
recognised in prior years.

(iii) Funds placed with investment managers in
the name of The Chinese University of Hong
Kong comprise cash deposits, bonds and
equity investments managed by independent
investment managers. These funds are stated
at fair value and any change in the fair value
of the funds is recognised in the Statement of
Comprehensive Income and Expenditure.

(iv) Investments are recognised/derecognised on
the date the College commits to purchase/sell
the investments or they expire. Investments
in equity securites are initially stated at fair
value.

Cash and Cash Equivalents

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

Provisions are recognised for liabilities of uncertain
timing or amount when the College 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 occurence of one or more future events,
are also disclosed as contingent liabilities unless
the probability of outflow of economic benefits is
remote.

Income Recognition

Provided it is probable that the economic benefits will
flow to the College and the income and expenditure,
if applicable, can be measured reliably, income is
recognised in the Statement of Comprehensive
Income and Expenditure as follows:

(i) Interest Income

Interestincome is recognised as it accrues using
the effective interest method.

(i) Dividends
Dividend income from listed securities is

recognised when the share price of the
investment goes ex-dividend.

(iii) Donations and Benefactions
Donations and Benefactions are recognised
in the Statement of Comprehensive Income
and Expenditure when the College becomes
entitled to the donations and benefactions and
it is probable that they will be received.

Translaton of Foreign Currencies

Foreign currency transactions during the year are
translated into Hong Kong dollars at the foreign
exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in
foreign currencies are translated into Hong Kong
dollars at the foreign exchange rate ruling at the
balance sheet date. Exchange gains and losses
on foreign currency translation are dealt with in the
relevant fund accounts through the Statement of
Comprehensive Income and Expenditure.
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(h)

Employee Benefits

(i) Salaries, paid annual leave, housing allowances
and the cost to the College of non-monetary
benefits are accrued in the year in which
the associated services are rendered by
employees of the College.

(i) Contract-end gratuity is payable on completion
of a contract appointment of not less than two
years. The gratuity, together with the total
amount of the College’s contributions to a
particular retirement scheme, will add up to
10% or 15% of the appointee’s basic salary
drawn during the contract period.

(iii) Contribution to defined contribution retirement
plan are recognised as an expense in the
Statement of Comprehensive Income and
Expenditure as incurred.

(iv) Termination benefits are recognised when, and
only when, the College demonstrably commits
itself to terminate employment or to provide
benefits as a result of voluntary redundancy by
having a detailed formal plan which is without
realistic possibility of withdrawal.

Related Parties

For the purposes of these financial statements, a

party is considered to be related to the College if:

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

(ii) the College and the party are subject to
common control;

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

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

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

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

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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INTEREST AND INVESTMENT INCOME/(LOSS) BRI E W/ (B518)

(Expressed in thousands of Hong Kong dollars) (ABEETFTHIR)

2010 2009
Net Realised and Unrealised Gains/ BENHMESEREMRER 3,097 (5,313)

(Losses) on Trading and Other Securities ~ #=/(E518)$ %

Dividends from Listed Securities FHhEsRE 47 196
Interest Income from Debt Securities BRSNS - 1
Impairment Loss for Held-to Maturity Debt ~ ¥EEEIHA BMEHE S ZRHE - (1,575)

3,144 (6,691)
DONATIONS AND BENEFACTIONS
(Expressed in thousands of Hong Kong dollars) (ABEETFTTHIR)

2010 2009
Scholarships, Prizes and Bursaries 1R - PEENES 3,185 256
College and Student Development Fund ERNEBEEEES 22,322 5,514

25,507 5,770




EXPENDITURE ZiH
(Expressed in thousands of Hong Kong dollars) (BT TTHIR)

Staff Cost Operating
and Benefits Expenses

BT E
K@l EER®
Learning and Research : Biig MR :
Other Academic Services Hth#UBARE 421 128
421 128
Institutional Support (Note 5.1) : E b BNAR TS (PiIEE5.1):
Management and General EER—HEEIE 473 9
Premises and Related Expenses BF LB - 3,818
Students and General Education Services ZB4R—BHEEH - 2,228
Other Activities HAthEE5% - 41
473 6,096
Total Expenditure for 2010 —E-TFHETH 894 6,224
Learning and Research : Bl AR -
Other Academic Services Hth# ZBAR#E - 58
- 58
Institutional Support (Note 5.1) : EREBIARTE (FIEE5.1):
Management and General EEN—HREIR 341 8
Premises and Related Expenses EFAERERH - 4,707
Students and General Education Services ZE£M—RBEEH - 2,290
Other Activities Hh S - (36)
341 6,969
Total Expenditure for 2009 _TEThEFREZH 341 7,027
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Analysis of Operating Expenses on Institutional Support

SRRV EERZ A

(Expressed in thousands of Hong Kong dollars) (ABEETTHIR)
2010 2009
Management and General EBR—HREIE
General Insurance RIGE 4 3
Depreciation e 5 5
9 8
Premises and Related Expenses BFREE%H
Miscellaneous #HIELRH 3,818 4,707
3,818 4,707
Student and General Education Services BEN—RBEER
Scholarship and Prizes REBgNERIE 1,648 1,462
Student Activities B4 EE) 580 828
2,228 2,290
Other Activities HEFE
Provision for/(Write-back of provision for) BH SRE AR/ (8 E]) 9 (73)
Overdue Student Loans
Miscellaneous H#IE 32 37
41 (36)
6,096 6,969




NATURE AND PURPOSE OF RESTRICTED
FUNDS

Capital Funds

Capital Funds represent the balance of net book
value of the Fixed Assets which were financed by
funds with non-designated purpose.

Endowment Funds

Endowment Funds represent donations received
by the College, usually with the stipulation from the
donors that the principal amounts should remain
intact in perpetuity or for a defined time period for
specific purposes.

Other Restricted Funds

Other Restricted Funds represent the unspent
balance of funds donated for the development
of the College. In addition, the Funds also
comprise the unspent balance of donations which
support student scholarships, bursaries and
development.

NATURE AND PURPOSE OF OTHER FUNDS €

Other Funds

Other Funds represent the unspent balance of
funds generated from college activities.
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8.

FIXED ASSETS EIEE&EE

(Expressed in thousands of Hong Kong dollars) (MABEETFITHIR)

Computer Equipment, Total
Equipment Furniture,
Fixtures and
Fittings
2w~ AN
Ehi 35 wE

Cost %3]

At 1 July 2008 and “EENFEEHE—B&

30 June 2009 “EFThFB=THZ &R 409 308 717
Accumulated Depreciation HEHRE

At 1 July 2008 “EENFELH—BéER 409 296 705

Charge for the Year REEIE - 5 5

At 30 June 2009 “EFhENB=THZ &R 409 301 710
Net Book Value at 30 June 2009 —TFHhFAA=1+HIRAFE - 7 7
Cost 5% =]

At 1 July 2009 and —EEAFtRA—BX&

30 June 2010 “E-FFXA=THZ&ER 409 308 717
Accumulated Depreciation BHEHhE

At 1 July 2009 —EFhFtRA—BHZ&ER 409 301 710

Charge for the Year REEIRE - 5 5

At 30 June 2010 “E-FFEXA=1TRHz&ER 409 306 715
Net Book Value at 30 June 2010 =ZE—2FXA=1HIREFE - 2 2




INVESTMENTS ®BE
(Expressed in thousands of Hong Kong dollars) (BB ITTHIR)

2010
Non-current Investments IEREMRE
Unlisted Held-To-Maturity Debt Securities,  FAZEEIEA B ZIE L ERE
at Amortised Cost Less Impairment (Note) — #RIBSHRASTITR (FizE) -
Current investments FEENLE
Trading Securities, at Fair Value EEEL  BAREBESIE
Equity Securities, Listed in Hong Kong EEE R AE 21
Unit Trusts, Listed in Hong Kong EEBTHNEMEKES 1,025
1,046
1,046

Note: The unlisted held-to-maturity debt securities were sold in October 2009 at US$300,000.
MizE: HEEIHAZIFLMEBESR-STNE+AM=TERTES -

FUNDS HELD BY THE CHINESE UNIVERSITY OF HONG KONG (“CUHK” or the “University”)
BEHREBPIXAE( “KE” )MIE
(Expressed in thousands of Hong Kong dollars) (BB TTHIR)

2010

Funds Placed with Investment Managers UEBDPIABEZRFN 6,555
in the name of CUHK WEBITAT)ZRIE

Marketable Investments in the name of MEBPABZREFR 53,381
CUHK BEESHREZE

59,936
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11. STUDENT LOANS

(Expressed in thousands of Hong Kong dollars) (ABEETFTHIR)
2010 2009
Student Loans Outstanding KREEBEEM 1,037 1,239
Impairment Provision for Overdue Student Loans B4 EIEERE (150) (141)
887 1,098

The movement in the impairment provision for
overdue student loans during the year is as
follows:

At 1 July

Impairment loss recognised
Impairment provision written back
At 30 June

12. ACCOUNTS RECEIVABLE

Accounts receivable is expected to be recoverable
within one year.

13. ACCOUNTS PAYABLE AND ACCRUALS

Accounts payable and accruals include payables
to students from overseas on student exchange
programme.

14. CAPITAL MANAGEMENT

The College is a not-for-profit organisation and forms
part of The Chinese University of Hong Kong. The
College aims to provide general education and
development activities for University students. The
College defines capital as including various general
and restricted funds balances.

The various funds represent the unspent balance
of donations, grants, and income. These funds are
managed in accordance with the College’s financial
management procedures and the relevant funding
conditions, where applicable.

The College’s primary objective when managing
capital is to safeguard the College’s ability to
continue as a going concern and to maintain a
strong financial base to support the development
of the College.

To achieve the above capital management objective,
the College follows guidelines on investment and
financial management as set out in note 15.

There has been no change in the College’s capital
management practices as compared to prior year.

The College is not subject to any externally imposed
capital requirement.

SC18

MF—EBRINTREFEASESRERIRHOEE)

tHB— R & 141 214
R{EEE 9 .
e - (73)
ANBE=1+HZ&ER 150 141

+= BYIRR
FEUSTIRFRTERA R — F AURE -

= BIRRNETER
FEATIRTR N FE T B PR BB S SR AR AE i FE AT IRTR o

T BEREHE

FERBEEDPIXABNEP D - BIEFFR
18- AERMIRERBEAREHEENTAAE
MNEBE - AERNWEFAERAERESREMESTH

FERMEBERBEZZARBANBR - EBIRIK
A UERNIHEERBERNBRBERIERE (
WMER) REE -

FERERETHIZERZHBERVBIRRL
oEERR

AERRURELMBHEEES (RMIEE15) 0 ™

ENMLEREENBRE -

FERMEREEBERMUTRBNE -

FERULAFZHIRIMNBREMNERRE -



15. FINANCIAL INSTRUMENT AND RISK
MANAGEMENT

The College’s financial instruments mainly
include student loans, accounts receivable,
held-to-maturity debt securities, equity securities
and funds held by the University, which are
exposed to credit, foreign currency and equity
price risks. The risks on financial assets are
controlled in accordance with the investment
guidelines approved by the Finance Committee
under the College’s Board of Trustees. This is
achieved through diversified asset allocation,
rules governing the selection and credit limit
of investment counterparties with reference
to their credit ratings and financial strength.
The Finance Committee reviews investment
strategies and performance periodically to
ensure that the investment objectives and
performance targets are met. A sub-committee
under the Finance Committee meets regularly to
manage and monitor risk exposures associated
with respective financial assets to ensure that
appropriate measures are implemented on a
timely and effective manner.

(i) Credit Risk

The College’s exposure to credit risk is primarily
attributable to held-to-maturity debt securities
and funds held by the University. For held-to-
maturity debt securities, the debt securities
was sold in October 2009. For funds held
by the University, the risk is managed by the
University’s financial management policies and
practices.

Credit risk associated with student loans and
accounts receivable is immaterial to the College
and all doubtful receivables are adequately
provided for.

(i) Foreign Currency Risk

The functional currency of the College is the
Hong Kong dollar.The College’s monetary
assets and liabilities are denominated mainly
in Hong Kong dollars while those denominated
in other currencies are not material.Though
the funds held by the University are also
invested in debt and equity securities and bank
deposits denominated in United States dollars,
management does not consider it necessary to
hedge the exposure on United States dollars
given that the Hong Kong dollars are currently
pegged to the United States dollars under the
linked exchange rate system adopted by the
HKSAR Government.
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(iii)

(iv)

Equity Price Risk

The College is exposed to equity price risk arising
from equity and unit trust investments listed in Hong
Kong, both classified as trading securities (see
note 9). The Finance Committee and investment
sub-committee of the College closely monitor the
risk of each of the investments to ensure their
suitability as investments for the College. The equity
price risk related to funds held by the University is
managed by professional managers through their
own risk management and assessment policies.
The investment managers’ investment strategies are
governed by the University’s investment and asset
allocation guidelines. The College also monitors
the risk exposure by reviewing periodic reports
from the custodians and investment managers. At
balance sheet date, if the prices of the respective
equity instruments had been 5% higher/lower, with
all other variables held constant, the College’s
surplus for the year (deficit for 2009) would have
increased/decreased by approximately $492,000
(2009: decreased/increased by $504,000) as a
result of the changes in fair value of listed equity
securities.

Fair Values

All financial instruments are carried at amounts
not materially different from their fair values as
at 30 June 2010 and 2009. Fair values of trading
securities are based on quoted bid prices at the
balance sheet date. Fair values of funds held by
the University are based on market value quoted
by external fund managers at the balance sheet
date.

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 follow:

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

Level 2: fair values 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
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16.
(i)

(ii)

17.

At 30 June 2010, the only financial instruments of the
College carried at fair value were equity securities
of HK$1,046,000 listed on the Stock Exchange of
Hong Kong. These instruments fall into Level 1 of
the fair value hierarchy described above.

RELATED PARTY TRANSACTIONS

Due to the not-for-profit nature of the College and the
composition of the Board of Trustees (being drawn
from private and public organisations), the College
has received from time to time donations from its
Board of Trustees members, key management and
companies controlled or significantly influenced by
them. The receipts of such donations have all been
individually reported to and approved in accordance
with the financial regulations of The Chinese
University of Hong Kong (the “University”) by the
Board of Trustees and the University Council.

All transactions relating to the purchases of
goods and services and capital projects involving
organisations in which a member of the Board of
Trustees may have an interest are conducted during
the normal course of business and in accordance
with the University’s financial regulations and normal
procurement procedures.

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

(ii)
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