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Overview

The financial year 2008/09 under review was an extension from
the 2005-08 triennium, and for which University Grant Committee
("UGC") awarded level recurrent funding as for the preceding
triennium. With the completion of the 2008/09 financial year,
a regular 3-year funding triennium for 2009-2012 will follow before
the commencement of the 4-year undergraduate curriculum in the

Hong Kong tertiary education in 2012.

For more than 10 past years the University has consistently
been recording operating surpluses. Riding on the buoyant
investment market in the two years preceding the credit crunch
in August 2007, the University's investment portfolio had yielded
impressive investment gains. Such past success was reversed by
the abrupt downturn of the investment markets which has caused
an impairment of $309.3 million in the portfolio value of the
University. Coupled with a conscious management decision to
deploy $51.5 million of accumulated savings from last few years to
step up the preparation work for the 4-year curriculum leading to
an overall 9.9% increase in expenditure, the University recorded an
overall deficit of $450.2 million in 2008/09. Though the University
did not have any direct casualty from the collapse of some
long-established financial institutions in the Wall Street, the significant
retreat of investment markets since October 2008 has brought about

record losses in the investment portfolio of the University.

During the year, although there have been marginal increase in
Tuition Fees and Auxiliary Services Income, the fourth Matching
Grant Scheme from the Government of the Hong Kong Special
Administrative Region ("the Government") ended in February
2009 causing total income for the year to be 21.1% below that of
the previous financial year. Despite the shrinkage on the income
side, the University did not stop to invest for the future and for
the well being of the University in meeting new challenges and
opportunities. The total expenditure of the University has increased

by $160.3 million in 2008/09 over the last financial year.

Education Services

Expenditure on Learning and Research went up by 7.3% to
$1,215.3 million, partly spent on increased teaching and research

activities and partly on aligning staff salary with the market changes.
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More resources were put in Students and General Education
Services, increasing the number of scholarships, studentships and
subsidized accommodation to support increased student exchange

programmes and the increasing student population.

Income from non-UGC-funded programmes continued to exceed
that of UGC-funded programmes, accounting for 64.0% of the
total fee income of the University in 2008/09. The former was
$423.1 million, increased by $18.6 million or 4.6% when compared
with last financial year while the latter was $238.3 million,
increased by $6.8 million or 2.9%. Nevertheless the launch of
more full-time taught postgraduate programmes during the year
to meet the demand from the Mainland students and the increase
in undergraduate student intakes from Mainland as a result of
relaxation of non-local student enrolment quota were much
constrained by the inadequacy of student residence. Off-campus
dormitories were leased from residential properties to improve the

situation.

The University continued to experience intensive competition
in Associate Degree programmes. Student enrollment, though
improved for 2008/09, was below budget, leading to an operating
deficit for the College of International Education ("CIE") under
the School of Continuing Education. Relief was obtained from
the Government to extend the repayment period of the related
interest-free Government loan from 10 years to 20 years with an
interest charge on outstanding balance in the extended repayment
period. The CIE will extend its service scope to other related

studies in the coming years so as to improve its financial situation.

To support the development of local film industry, the
University will offer new sub-degree programmes of various
specializations on a self-financed basis under the newly
established Academy of Film in the School of Communication.
The first cohort of students was admitted in September 2009.
A grant of $3.4 million was approved by the Film Development
Fund to support the launch of these programmes. The
University will also make advances to support the initial outlay
of the Academy, which is expected to turn self-sustained and

to repay the advances in due course.

Due to cost inflation and capped tuition fee level, the Beijing

Normal University - Hong Kong Baptist University United
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International College in Zhuhai ("UIC"), a joint venture with
the Beijing Normal University, recorded an operating loss of
RMB 4.8 million in 2008/09 (2007/08: RMB 3.3 million loss).
Since 2005, UIC has steadily grown its student population to
3,900 with 15 major programmes and had its first batch of
graduates this year. With approval obtained to raise tuition fee
from 2009/10, UIC will turned financially self-sustained when it
will operate in full capacity by 2011/12.

Community Services

The Jockey Club Creative Arts Centre ("the Centre") at Shek Kip
Mei, a collaboration among the University, the Hong Kong Arts
Development Council and the Hong Kong Arts Centre, commenced
operation in early 2008. Through the Centre, studio spaces for
local artists and art groups are provided for them to promote
arts and culture in the community and to nurture creative art
talents for Hong Kong. Its second year of operation has recorded
significant financial improvement, reducing a $3.0 million loss in
2007/08 to a net loss of $ 0.2 million in 2008/09. In 2008/09, rental
incomes were no longer adversely affected by the few untaken-up
commercial spaces, delayed opening of galleries and the Black Box
Theatre. It is anticipated that the Centre's financial position would

improve further as its premises leasing business gets better.

In 2008/09 the network of Chinese Medicine Clinic operated by
the University continued to serve the Hong Kong community,
expanding the serviced clientele by 13.3% to 101,603 consultations
in total. A new clinic ("the Clinic") in the Nam Long Hospital in
Aberdeen was opened during the year in collaboration with
the Hong Kong Anti-cancer Society ("HKACS"). In addition to
providing out-patient service to the public, the Clinic provides
convenient and professional medical support to cancer patients
receiving treatments at the hospital. The setting-up and operating
costs of the Clinic are jointly shared by the University and HKACS
at an agreed ratio. The Clinic commenced operations in March
2009 and recorded a loss of $0.6 million for its first four months
of operations. The Clinic is expected to become self-sustained in

two years' time.

The Mr & Mrs Chan Hon Yin Modern Chinese Medicine Research
and Service Centre ("the CM Centre") at the Queen Elizabeth

Hospital, jointly operated with the Hospital Authority, recorded
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a net loss of $1.97 million (2007/08: $0.1 million loss). The main
cause for the deficit was the $2.36 million write-off of the CM
Centre's fixed assets, which became necessary due to its temporary
relocation to make way for the Hospital's expansion plan. Despite
that, the CM Centre actually produced a positive cash flow of

$1.12 million from its operations in 2008/09.

In February 2009, the University was awarded the project for the
adaptive re-use of Lui Seng Chun under the Revitalizing Historic
Buildings Through Partnership Scheme by the Government. While
preserving the physical building structure, the historic Lui Seng
Chun building will be converted into a Chinese Medicine clinic with
some community centre facilities. The Government will provide to
the University a renovation subsidy of $24.8 million and a start-
up subsidy up to $2.6 million for its first two years of operation.
Operation of the clinic at Lui Seng Chun building is expected to
start in March 2012.

Other Operations

The new business strategy revamped two years ago by the
Institute for the Advancement of Chinese Medicine (IACM) Ltd
("IACM"), a subsidiary of the University that specializes in Chinese
medicine health product manufacturing, consultancy and testing
services, produced encouraging results. A net operating profit of
$0.2 million for the year (2007/08: $56,000 loss) was recorded. Its
series of health products under a unique brand name is now widely
marketed through one of Hong Kong's major personal care and
health chain stores. The University will continue to support IACM
and at the same time consolidate other commercial initiatives and

refocus its efforts on the more sustainable ones.

Fundraising Efforts

The year started in the middle of the Fourth Matching Grant Scheme
period, which commenced on 1 January 2008 and ended on
1 February 2009. Total donation and benefaction received for the
year was $35.4 million, a decline of 64.5% from last financial year.
The Matching Grant received from the Government was $8.9 million,
a decrease of 86.3%. In an effort to further enhance fundraising
capabilities and broadening donor base, the University set up the Hong
Kong Baptist University Foundation on 1 February 2009, which has

since then secured a total donation of $20.0 million.

10
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Investments

Since the sub-prime crisis in fall 2007, the University has taken a
more conservative and risk diversified strategy for its investments.
The scale of the unprecedented global financial tsunami still carved
significant impact on the investment portfolio of the University
despite diversification through the use of alternative products such
as hedge funds and REITs. Fortunately there were no holdings in
any of the infamous troubled financial instruments and thus the
University suffered no direct loss in that respect. Since October
2008, the University has made a number of tactical moves to
increase liquidity, preserve capital and reduce exposure to equity

and alternative holdings.

The erratic behaviors of the financial markets have prolonged the
investment strategy review undertaken by the University earlier in
the year. Nevertheless the University had completed the search
for and appointed a new global equity investment manager by
the end of 2008 to replace the transition manager appointed last
year. The equity portfolios which were tactically restructured to
an absolute return mandate would soon resume the long-term
strategy as the world economies bottom out and embark on a road
of slow recovery. For the year ended 30 June 2009, the University
recorded an overall net investment/interest loss of $309.3 million,
mainly attributed by a 24.5% loss in the investment portfolio

managed by fund managers.

Capital Projects

The Campus Expansion Plan for accommodating the increased
student population in 2012 under the 4-year curriculum has made
satisfactory progress during the year. The Communication and
Visual Arts Building under Phase | has expended $60.6 million by
the end of the financial year out of a total budget of $284.1 million.
The construction of an additional floor on top of two existing
buildings in the Shaw Campus under Phase Il has been completed
within the $52.9 million budget. Phase Il of the Campus Expansion
Plan, the construction of the New Academic Building and Annex
Block, was kicked off in summer 2009 at an UGC approved budget
of $945.1 million. While the University will endeavor to complete
the projects within the grants from the Government, reshuffling of
spaces due to decanting and enhancing space management and
utilization will inevitably lead to some additional capital works

requiring funding from other non-UGC sources.
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Looking Forward

In anticipation to the new 3+3+4 academic structure in 2012,
the University will make full use of the additional UGC grants
earmarked for this purpose as well as the reserves and resources
accumulated over last few years to accomplish the preparatory
work. The changes augmented by the 4-year curriculum
reform would embrace curricula and pedagogical changes
as well as administrative revisions such as admission scheme
and resource allocation methodology. All these will make the
2009-2012 triennium a challenging, eventful and rewarding era in
the development of the University. With the increase in financial
support from UGC on knowledge transfer, the University will
also make best use of the earmarked grant for that purpose to
strengthen its infrastructure and encourage increased initiatives in

this area.

The 2009-2012 triennium would be a period of consolidation and
preparation during which the University will strengthen itself in
all aspects to meet the challenges of the 4-year curriculum. [ am
confident that the University will be able to turn the challenges into
opportunities with the dedicated effort of the entire University

community.

William W C Leung
Treasurer

3 December 2009
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INDEPENDENT AUDITOR'S REPORT TO
THE COUNCIL OF HONG KONG BAPTIST UNIVERSITY

We have audited the financial statements of Hong Kong Baptist
University (the "University") set out on pages 19 to 78, which
comprise the balance sheet as at 30 June 2009, and the income
and expenditure statement, the statement of changes in fund
balances and the cash flow statement for the year then ended, and
a summary of significant accounting policies and other explanatory

notes.

Council's responsibility for the financial statements

The Council of the 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 Section 26 of Hong Kong Baptist
University Ordinance (Cap. 1126), 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,
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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 University'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 University'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 as at 30 June 2009 and of its
deficit 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 2009
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Income and Expenditure Statement for the year ended 30 June 2009

Y Wiz
(BAFIEst)
( Exprefsed in thousands of dollars ) Note 2009 2008
A Income
BB K Government Subventions 2 793,949 813,857
B SR N H A Tuition, Programme and Other Fees 3 661,417 635,953
FERFHRE (BR) /It A Interest and Net Investment (Loss)/Income 4 (309,288) 6,399
B REERE Donations and Benefactions 5 35,412 99,682
ARSI Auxiliary Services Income 6 127,889 105,328
H A A Other Income 7 17,628 20,148
1,327,007 1,681,367
Tl Expenditure 8
HE B Learning and Research
BT Instruction and Research 1,050,201 986,028
e Library 56,173 51,738
R TR Rt Central Computing Facilities 68,516 61,433
HA BB RS Other Academic Services 40,441 33,965
B Institutional Support
HH R Management and General 173,675 153,048
Wi B BH B =2 Premises and Related Expenses 242,078 210,190
B R — I E R Students and General Education Services 101,744 83,524
HA &) Other Activities 44,338 36,923
1,777,166 1,616,849
AR (BEH) /B (Deficit)/Surplus for the Year (450,159) 64,518
WA/ & Transfers (from)/to:
HEES Restricted Funds 9 (256,751) 13,589
HAFE 5 Other Funds 0 (193,408) 50,929
AAEE (KR / Bk (Deficit)/Surplus for the Year (450,159) 64,518

BT 25 F 78 2 Wit A BRES — il -

The Notes set out on pages 25 to 78 form an integral part of the financial statements.

REHE Y 2009 47 12 A 3 ARG FFa] g5

Approved and authorised for issue by the Council on 3 December 2009.

ls
Rkt
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2000 F 6 H30 HEEAEX
Balance Sheet as at 30 June 2009

(BAF7Est)

ik

(Expressed in thousands of dollars ) Note 2009 2008
FE B & Non-Current Assets
Ifl 2 Fixed Assets
BEME Investment Properties n 132 138
HAhd) 2 K 2 hF Other Properties and Equipment 11 1,945,138 1,921,220
1,945,270 1,921,358
AL 2 g Interests in Jointly Controlled Entities 14 140,416 146,083
BE Investments 15 392,896 113,082
2,478,582 2,180,523
WE# Current Assets
BE Investments 5 1,396,528 1,812,511
JRENCEK ~ FEATHR A B Accounts Receivable, Prepayments and Deposits 1 97,459 103,075
TEATEEK Term Deposits 17 34,401 4,569
Bl KR Ba Cash and Cash Equivalents 18 454,068 690,986
1,982,456 2,611,141
mE AR Current Liabilities
TEAEWA Deferred Income 19 264,732 195,770
1E B A& A B Provision for Employee Benefits 2 101,523 93,781
JRE AT 3K e Mg R+ IR H Accounts Payable and Accruals 22 200,574 177,847
BUR K Government Loans 3 24,584 44,540
BATER Bank Loans 3 5,399 5,202
596,812 517,140
L0 7 Net Current Assets 1,385,644 2,094,001
W A R B LA Total Assets less Current Liabilities 3,864,226 4,274,524
Feii B A £ Non-Current Liabilities
1 B AR R Provision for Employee Benefits 2 74,148 64,309
R K Government Loans 23 288,636 313,220
WATER Bank Loans 3 76,051 81,499
HAIES R4 Deferred Capital Funds u 855,517 795,209
R A NET ASSETS 2,569,874 3,020,287
RS Restricted Funds 9 1,583,752 1,813,190
HhR 4 Other Funds 10 986,122 1,207,097
Hea A TOTAL FUNDS 2,569,874 3,020,287

FIRHT 25 F 78 H2 Mt AR HHAEZ —ibth -

The Notes set out on pages 25 to 78 form an integral part of the financial statements.
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BE2009 %6 A30HILE#EH 2R R
Cash Flow Statement for the year ended 30 June 2009

(BAF7Est)

iF:d

( Expressed in thousands of dollars ) Note 2009 2008
B S Operating Activities
AAERE (1R /Bl (Deficit)/Surplus for the Year (450,159) 64,518
AT Adjustments for:
FLEUA Interest Income (39,028) (51,038)
PR A Dividend Income (50) (52)
B Interest Expense - 1,561
e Depreciation 177,597 168,995
HAh % Bl zs Other Investment Income (159) (773)
Bk 2 B 2 1R Loss on Disposal of Fixed Assets 2,342 791
MEEES B A BRI Net Realised and Unrealised Losses on Trading Securities 343,112 41,675
078 S ke o B Transfer from Deferred Capital Funds (57,115) (52,089)
JREAG L[] ) B 2 R Share of Losses of Jointly Controlled Entities 5,413 3,790
BEE S W B Operating Results before Changes in Working Capital (18,047) 177,378
FEME ~ FATIRR a2 Decrease/(Increase) in Accounts Receivable, Prepayments 13,122 (34,360)
B/ (80 and Deposits
MEATIE X K RESHIE H 2 3 Increase in Accounts Payable and Accruals 37,269 35,394
1IE 245 B 8 s 1 o Increase in Provision for Employee Benefits 17,581 14,571
IRAENA Z 3 Increase in Deferred Income 58,361 13,632
BB RSB E Net Cash Generated from Operating Activities 108,286 206,615
W& H Investing Activities
E R Interest Received 27,997 51,871
B E Dividend Received 50 52
TR Z (38 /Bib (Increase)/Decrease in Term Deposits (29,832) 33,564
T [ 2 R Payments for Acquisition of Fixed Assets (218,249) (237,000
SRR 220 H 2 5 & Payments for Purchase of Held-to-maturity Debt Securities (676,546) (590,045)
EHEBRARXME TR ZES and Financial Instruments with Embedded Derivatives
WERA 22 H 2 55 ) Proceeds from Sale of Held-to-maturity Debt Securities 468,688 689,364
WAHRARNMTE LR 2 %% and Financial Instruments with Embedded Derivatives
JlEL /W EHAR - R R Net Cash (Outflow) /inflow from Sales/Purchases of Other (2,727) 128,840
BEREZFHE i) /A Debt Securities, Equity Securities and Investment Funds
R g Investments in Jointly Controlled Entities - (43,000)
REWH (BH) /iR F54 Net Cash (Used in)/Generated from Investing Activities (430,619) 33,646
Tl Y Financing Activities
W ER VI B B T 2 3K Grants Received for Fixed Assets Acquisition 135,206 28,042
SATERATRILE Interest Paid to Bank - (1,561)
FRBSRAT R Proceeds from Bank Loans . 45,000
TEIBPURM S Repayments of Government Loans (44,540) (44,540)
{EIRRAT R Repayments of Bank Loans (5,251) (2,529)
R B 2 BB Net Cash Generated from Financing Activities 85,415 24,412
BEREFABEZ (WD) /B Net (Decrease)/Increase in Cash and Cash Equivalents (236,918) 264,673
Bl& T S R B4 2 SR 57 Cash and Cash Equivalents at the beginning of the Year 690,986 426,313
Bl& KM Bl 2 51T Cash and Cash Equivalents at the end of the Year 18 454,068 690,986

TV 25 £ 78 HZ Mt BAHMBIRES =i -

The Notes set out on pages 25 to 78 form an integral part of the financial statements.
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Statement of Changes in Fund Balances for the year ended 30 June 2009

HARSE Hfb g4 o
(BT Restricted Other
(Expressed in thousands of dollars ) Funds Funds Total
(Bi$3E 9) (ftf3E 10)
(Note 9) (Note 10)
20084E7 H 1 HZ 4k Balance as at 1 July 2008 1,813,190 1,207,097 3,020,287
A I IR Transfer to Income and Expenditure Statement (256,751) (193,408) (450,159)
AT AMLFE R i  Exchange losses on translation of interest in (254) 254
AT 2 A i 1 a jointly controlled entity operating outside Hong Kong i
B A HEIR Inter-Fund Transfer 27,567 (27,567) -
200946 H 30 H &R Balance as at 30 June 2009 1,583,752 986,122 2,569,874
200747 A 1 HZ 45588 Balance as at 1 July 2007 1,771,782 1,172,432 2,944,214
FAR IR Transfer from Income and Expenditure Statement 13,589 50,929 64,518
RS AMLFE R E R Exchange gains on translation of interest in 11,555 - 11,555
g 2 SN Sl 4 a jointly controlled entity operating outside Hong Kong
FE 4 F IR Inter-Fund Transfer 16,264 (16,264) -
200846 A 30 H 456k Balance as at 30 June 2008 1,813,190 1,207,097 3,020,287

FIHIHE 25 F 78 A2 I A WAL it -

The Notes set out on pages 25 to 78 form an integral part of the financial statements.
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(b)

()

Significant Accounting Policies

Statement of compliance

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

by the University is set out below.

New and revised HKFRSs

The HKICPA has issued certain new Interpretations and
amendments to HKFRSs that are first effective for the

current accounting period.

- Amendments to HKAS 39, Financial Instruments: Recognition
and Measurement, and HKFRS 7, Financial Instruments:

Disclosures - Reclassification of Financial Assets

There have been no significant changes to accounting
policies applied in the University's financial statements for

the years presented as a result of these developments.

Bassis of preparation of the financial statements

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
accounting policies and reported amounts. The estimates
and associated assumptions are based on historical
experience and various other reasonable factors. The results
of these estimates and associated assumptions form the
basis of judgements on the carrying values of assets and
liabilities that are not readily apparent from other sources.

Actual results may differ from these estimates.
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(Q)

(e)

(f)

(ii)

The accounting estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period(s) in which the

estimates are revised.

Consolidation

No consolidated financial statements are prepared as the
University's interest in the results and net assets of its

subsidiaries is immaterial.

Subsidiaries

A subsidiary is an entity controlled, directly or indirectly,
by the University. Entities are considered to be controlled
by the University if the latter has the power, directly or
indirectly, to govern the financial and operating policies of

the entities, so as to obtain benefits from their activities.

In the University's Balance Sheet, investments in subsidiaries

are stated at cost less any impairment losses (see Note 1(1)).

Associate and jointly controlled entities

An associate is an entity in which the University has
significant influence, but not control or joint control, over
its management, including participation in its financial and

operating policy decisions.

In the University's Balance Sheet, its interest in an associate

is stated at cost less impairment losses (see Note 1()).

A jointly controlled entity is an entity which operates under
a contractual arrangement between the University and other
parties, where the contractual arrangement establishes that
the University and one or more of the other parties share

joint control over the economic activities of the entity.

Where the University has such a beneficial interest, the
interest in a jointly controlled entity is accounted for in the
Financial Statements under the equity method of accounting

and is initially recorded at cost and adjusted thereafter for

26
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(ii)

(iii

the post acquisition change in the University's share of the
jointly controlled entity's net assets. The cumulative post-
acquisition movements are adjusted against the carrying
amount of the investment. When the University's share of
losses exceeds its interest in the jointly controlled entity,
the University's interest is reduced to nil and recognition of
further losses is discontinued except to the extent that the
University has incurred legal or constructive obligations or

made payments on behalf of the jointly controlled entity.

Where the University does not have any beneficial
interest, interest in a jointly controlled entity is stated in the
University's Balance Sheet at cost less impairment losses

(see Note 1()).

Investments in debt and equity securities

The University's policies for investments in debt and equity
securities other than investments in subsidiaries, associates

and jointly controlled entities are as follows:

Investments in securities held for trading are classified
as current assets. Any attributable transaction costs are
recognized in the Income and Expenditure Statement
as incurred. At each Balance Sheet date, the fair value
is remeasured, with any resultant gains or losses being

recognized in the Income and Expenditure Statement.

Dated debt securities that the University has the positive
ability and intention to hold to maturity are classified as held-
to-maturity debt securities. Held-to-maturity debt securities
are stated in the Balance Sheet at amortised cost less

impairment losses (see Note 1()).

Investments in equity securities that do not have a quoted
market price in an active market and the fair value of which
cannot be reliably measured are recognized in the Balance

Sheet at cost less impairment losses (see Note 1(1)).
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(iv) Investments are recognized/derecognized on the date the

(h)

(i)

(i)

University commits to purchase/sell the investments or when

they expire.

Financial instruments with embedded
derivatives

Financial instruments with embedded derivatives are
recognized initially at fair value. At each Balance Sheet
date, the fair value is remeasured. Any gains or losses on
remeasurement of fair value are recognized in the Income

and Expenditure Statement.

Investment properties

Investment properties are land and/or buildings which are
owned or held under a leasehold interest (see Note 1(k)) to

earn rental income and/or for capital appreciation.

When the University holds an investment property under
an operating lease, the interest is classified and accounted
for on a property-by-property basis. Lease payments are

accounted for as described in Note 1 (k).

Investment properties are stated in the Balance Sheet at cost
less accumulated depreciation and impairment losses (see
Note 1(l)). Any gains or losses arising from the retirement
or disposal of an investment property is recognized in the
Income and Expenditure Statement. Rental income from
investment properties is accounted for as described in Note

Hu)(v).

Depreciation charge is calculated to write off the cost of
investment properties, less their estimated residual values,
if any, using the straight line method over their estimated
useful lives. Estimated useful lives for investment properties

are the same as those for buildings as shown in Note 1(j).

Other fixed assets

Other fixed assets are stated in the Balance Sheet at cost
less accumulated depreciation and impairment losses (see

Note 1()).
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The cost of self-constructed fixed assets includes the
costs of materials, direct labour, the initial estimate, where
relevant, of the costs of dismantling and removing the items

and restoring the site on which they are located.

Gains or losses arising from the retirement or disposal of
an item of fixed assets are determined as the difference
between the net disposal proceeds and the carrying amount
of the item, which are recognized in the Income and

Expenditure Statement on the date of retirement or disposal.

Depreciation charge 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
since the date of completion/purchase. The useful life of a
particular fixed asset is the shorter of its available-for-use

period and the period listed below:

2 / Years

R E A ETE Buildings situated on leasehold land

T RS K fs#t  Building service systems and equipment 20
FAE RERR Furniture, fixtures and fittings 10
e K g8 b (BLFEIREL ) Machinery and equipment (including motor vehicles) 5
T B Computing equipment and software 4
[ SR I )4 Library serial collections 10
fE 2 S 5 5 AL Books and audio-visual supplies 5

50 £EEAR T RO > O -
The shorter of 50 years and the
unexpired term of lease.

G IR A 1 R RS (R S A AR D T
J3 > HoA 6 DL B 5 i 4 0 A 5D
> MUARHH AR A4 8550 - B4R
B A B4 (8] 7 e A T AF S0 AR
BREME -

(R ER T 0 BOR B DA & L 1T
Sl

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

are reviewed annually.

Leasehold land granted by the Government for usage by the

University is recorded at a nominal amount of $1.

Construction in progress represents buildings under

construction and is stated at cost less any impairment
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0

losses, and is not depreciated. Construction in progress
is reclassified to the appropriate category of fixed assets

when completed and ready for use.

Leased assets

A lease which does not transfer substantially all the risks
and rewards associated with ownership to the lessee is
classified as an operating lease, except for property held
under an operating lease that would otherwise meet the
definition of an investment property is classified as an

investment property on a property-by-property basis.

Where the University has the use of assets held under
operating leases, payments made under the leases are
charged to the Income and Expenditure Statement in
equal installments over the accounting periods covered
by the respective lease terms. Lease incentives received
are recognized in the Income and Expenditure Statement
as an integral part of the aggregate net lease payments
made. Contingent rentals are charged to the Income and
Expenditure Statement in the accounting period in which

they are incurred.

Impairment of assets

Impairment of investments in debt and equity securities and

receivables

Investments in debt and equity securities (other than
investments in subsidiaries, associates and jointly controlled
entities: see note 1(I)(ii)) and current and non-current
receivables that are stated at cost or amortised cost are
reviewed at each Balance Sheet date to determine whether

there is objective evidence of impairment.

Obijective evidence of impairment includes observable data

that comes to the attention of University management about

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

- 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 recognized as follows:

- For unquoted equity securities 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 equity securities are not reversed.

- For debt securities and other financial assets carried at
cost or 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), where the effect
of discounting is material. 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 recognized, the impairment loss is
reversed through the Income and Expenditure Statement.
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 recognized

in prior years.

(i) Impairment of other assets

Internal and external sources of information are reviewed
at each Balance Sheet date to identify any indications as to
whether the following assets may be impaired or whether
an impairment loss previously recognized no longer exists
or may have decreased:

- investments in subsidiaries, associates and jointly

controlled entities;
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investment properties; and

other fixed assets.

If any such indication exists, the asset's recoverable amount

is re-estimated.

Calculation of recoverable amount

The recoverable amount of an asset is the greater of its
net selling price and value in use. In assessing value in use,
the estimated future cash flows are discounted to their
present value using a discount rate that reflects current
market assessments of time value of money and the risks
specific to the asset. Where an asset does not generate
cash inflows 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 recognized in the Income and
Expenditure Statement whenever the carrying amount of
an asset, or the cash-generating unit to which it belongs,
exceeds its recoverable amount. Impairment losses are
recognized 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

An impairment loss is reversed if there has been a
favourable change in the estimates used to determine the

recoverable amount of an asset.

A reversal of an impairment loss is limited to the asset's
carrying amount that would have been determined had no
impairment loss been recognized in prior years. Reversals
of impairment losses are credited to the Income and
Expenditure Statement in the year in which the reversals

are recognized.
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(m) Accounts receivable

(n)

()

(P)

(Q)

Accounts receivable are initially recognized at fair value and
thereafter stated at amortised cost less impairment losses
for bad and doubtful debts (see Note 1(l)), except where
the receivables are interest-free loans made to related
parties without any fixed repayment terms or 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 1(1)).

Interest-bearing borrowings and borrowing
costs

Interest-bearing borrowings are recognized initially at fair
value less attributable transaction costs. Subsequent to
initial recognition, interest-bearing borrowings are stated
at amortised cost with any difference between the amount
initially recognized and redemption value being recognized
in Income and Expenditure Statement over the period of the
borrowings, together with any interest and fees payable,

using the effective interest method.

Borrowing costs are expensed in the Income and Expenditure

Statement in the period in which they are incurred.

Government loans

Government loans are stated at cost. The details of the
government loans received by the University are disclosed

in Note 23.1.

Accounts payable

Accounts payable are initially recognized at fair value and
thereafter stated at amortised cost unless the effect of
discounting is immaterial, in which case they are stated at

cost.

Deferred capital funds

Deferred capital funds are balance of funds received and
receivable by the University earmarked for the purchase of
fixed assets or construction of buildings, net of the amount
of such funds recognized as income of University in its

Income and Expenditure Statement. These funds, when
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(t)

received or become receivable, are initially accounted for
directly as Deferred Capital Funds and shown in the Balance
Sheet. An amount equivalent to the depreciation charge
(see Note 1(j)) of the related fixed assets, when put to use,
is transferred from the deferred capital funds to the Income

and Expenditure Statement as income of the same period.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and
on hand, demand deposits and short-term deposits with
banks and other financial institutions, having less than three

months of maturity at acquisition.

Employee benefits

Salaries, gratuities, paid annual leave, leave passage and
any costs to the University on monetary and non-monetary
benefits provided to employees are accrued in the year in
which the associated services are rendered by employees

of the University.

Contributions to the retirement schemes, including
Mandatory Provident Fund Scheme as required under the
Hong Kong Mandatory Provident Fund Schemes Ordinance,
are recognized as expenses in the Income and Expenditure

Statement as incurred.

Termination benefits are recognized when, and only when,
the University demonstrably commits itself to terminating
employment or to providing benefits as a result of a
detailed and formal voluntary redundancy plan which is

without realistic possibility of withdrawal.

Provisions and contingent liabilities

Provisions are recognized for liabilities of uncertain timing
or amount when the University has a legal or constructive
obligation arising as a result of a past event and when 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.
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(v)

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

benefits is remote.

Revenue recognition

Provided it is probable that the economic benefits will
flow to the University and the income and expenditure, if
applicable, can be measured reliably, revenue is recognized

in the Income and Expenditure Statement as follows:

Government grants

Government grants mainly consist of block grants, matching
grants, supplementary grants, earmarked grants and capital

grants.

Block grants, supplementary grants and matching grants
are recognized as revenue in the Income and Expenditure
Statement on an accrual basis. Any block grants which are
received in excess of the related expenditure are transferred
to General and Development Reserve Fund in accordance

with the UGC requirement.

Government grants other than block grants, supplementary
grants and matching grants are recognized in the Balance
Sheet initially as deferred income when there is reasonable
assurance that they will be received and that the University
will comply with the conditions attached to them. Other
grants that compensate the University for operating
expenditure incurred, are recognized as revenue in the
Income and Expenditure Statement on a systematic basis
in the same periods in which the related expenditure are

incurred.

Capital grants, which are wholly for capital expenditure,

and portions of earmarked grants, which are used to meet
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capital expenditure, are recognized as income to the extent

of their related depreciation charge for the year.

Tuitions, programme and other fees

Tuitions, programme and other fees are recognized as
income on an accrual basis over the duration of the programmes

and unearned fees received are treated as deferred income.

Interest income

Interest income is recognized as it accrues using the

effective interest method.

Dividend income

Dividend income from unlisted investments is recognized
when the shareholder's right to receive payment is

established.

Dividend income from listed investments is recognized

when the share price of the investment goes ex-dividend.

Rental income from operating leases

Rental income receivable under operating leases is
recognized in the Income and Expenditure Statement in
equal installments over the accounting periods covered by
the lease term. Lease incentives granted are recognized in
the Income and Expenditure Statement as an integral part of

the aggregate net lease payments receivable.

Donations

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

are not recognized in the Financial Statements.

(vii) Service Income

Service income is recognized in the Income and Expenditure

Statement when the relevant service is rendered.
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v)

W)

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
denominated in foreign currencies are translated into Hong
Kong dollars at the exchange rates ruling at the Balance
Sheet date. Exchange gains and losses are dealt with in the

Income and Expenditure Statement.

The results of operations of entities outside Hong Kong are
translated into Hong Kong dollars at the exchange rates
approximating the exchange rates ruling at the dates of the
transactions. Balance Sheet items are translated into Hong
Kong dollars at the exchange rates ruling at the Balance
Sheet date. The resulting exchange differences are dealt

with directly in the Exchange Reserve account.

Related parties

For the purposes of these Financial Statements, parties are
considered to be related to the University if the University
has the ability, directly or indirectly, to control the party
or exercise significant influence over the party in making
financial and operating decisions, or vice versa, or where
the University and the party are subject to common control
or common significant influence. Related parties may be
individuals (being members of the University Council, key
management personnel and/or their close family members)
or entities including those under significant influence of
related parties (being individuals) of the University and
post-employment benefit plans which are for the benefit of
employees of the University or any entity that is a related

party of the University.
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Government Subventions

(WUF5E3)
( Expressed in thousands of dollars ) 2009 2008
BB Subventions from UGC
KEREK Block Grants 546,342 507,812
Tt B K Supplementary Grants 37,233 36,458
583,575 544,270
Ao Bl & (Mftak 2.1) Matching Grants (Note 2.1) 8,945 65,174
FeE K Earmarked Grants
W Research 32,505 29,755
HoAt Others 19,570 16,233
HEEREREF Housing Related 71,125 87,349
123,200 133,337
IR A S AR Rates and Government Rent Refund 16,256 18,118
FEIEE Rocd - na . .
T E TR Capital Grants and AA & I Block Allocation 56,040 44,981
788,016 805,880
BURE B AT B i fi Grants from Government and Related Organizations 5,933 7,977
793,949 813,857
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Tuition, Programme and Other Fees

(WTEs)
(Exprefsed in thousands of dollars ) 2009 2008
BETE YR UGC-funded Programmes
B Tuition Fees 233,370 226,795
i B A i Programme and Other Fees 4,976 4732
238,346 231,527
A & B Non UGC-funded Programmes
B Tuition Fees 414,776 392,040
GG EN TS Programme and Other Fees 8,295 12,386
423,071 404,426
661,417 635,953
FBERFXE (BHE) /WA
Interest and Net Investment (Loss)/Income
(WFEs)
(Expremssed in thousands of dollars ) 2009 2008
EiEERE Dividends from Listed Securities 50 52
FE A Interest Income 39,028 51,038
HEBHEZHEHK Net Realised and Unrealised Losses
REBF R on Trading Securities (343,112) (41,675)
JEfEHL R B 2 R Share of Losses of Jointly Controlled Entities (5,413) (3,790)
HAth Others 159 774
(309,288) 6,399




5.

Bk EE R
Donations and Benefactions

E g;j:sid)in thousands of dollars ) 2009 2008
FHIEA Capital Projects - 987
RS - B REES Scholarships, Prizes and Bursaries 8,444 14,584
RATE) AL 2 fE Endowment 2,512 29,071
Hth Others 24,456 55,040
35,412 99,682
it -
note:

(1) LLEB#R 3 Z I 175 KA4E R United Board for Christian Higher Education in Asia J75 4 ZH#H B HF T 1) 40 HIT ( 2007/08 1 : 10 BT ) »
Included in the Donations and Benefactions is $0.4 million (2007/08: $0.1 million) from United Board for Christian Higher Education in Asia to support various christian

activities of the University.

Al 78 AR 5 W A

Auxiliary Services Income

E é;eﬁsjd)in thousands of dollars ) 2009 2008
AT Residence Halls 37,311 25,910
FHAUA Rental Income 7,734 6,986
Wk B 1A & T4 Staff Quarters Rental 4,761 4,703
38 < Licence Fees 2,757 2,543
IRES A Service Income 44,479 38,526
A Consultancy Income 30,847 26,660

127,889 105,328
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Other Income

(MUFoest)

( Expressed in thousands of dollars ) 2009 2008
5% Research 4,163 4963
= 1VON Conference Income 1,841 2,742
B R Fees on Student Activities 4,913 4,883
MR Miscellaneous 6,711 7,560
17,628 20,148
Expenditure
B BEX i st
(T Staff Costs Operating
(Expressed in thousands of dollars ) and Benefits Expenses  Depreciation Total
HHE Kb Learning and Research
B T 5e Instruction and Research 802,236 174,891 73,074 1,050,201
i 2 29,943 5,014 21,216 56,173
LB I e Central Computing Facilities 49,601 15,072 3,843 68,516
Hph Z 2R Other Academic Services 34,802 5,518 121 40,441
916,582 200,495 98,254 1,215,331
#2304 Wik 8.1)  Institutional Support (note 8.1)
EHR R Management and General 138,924 28,305 6,446 173,675
e LA BB 3 Premises and Related Expenses 45,176 126,980 69,922 242,078
B N~ ERE Students and General Education Services 38,510 62,778 456 101,744
HAbTEH) Other Activities 27,230 14,589 2,519 44,338
249,840 232,652 79,343 561,835
2009 4 HE A 3 Total Expenditure 2009 1,166,422 433,147 177,597 1,777,166
BE R Learning and Research
B2 R Instruction and Research 749,793 165,345 70,890 986,028
VBl A 25,945 5,654 20,139 51,738
T R I A i Central Computing Facilities 46,926 10,844 3,663 61,433
Hofh B R Other Academic Services 28,659 5,189 117 33,965
851,323 187,032 94,809 1,133,164
HE % (k8.1 Institutional Support (note 8.1)
B R Management and General 125,155 22,408 5,485 153,048
e A BB 3 Premises and Related Expenses 40,861 103,581 65,748 210,190
BN ERY  Students and General Education Services 33,447 49,600 477 83,524
A B Other Activities 20,603 13,844 2,476 36,923
220,066 189,433 74,186 483,685
2008 4E A Total Expenditure 2008 1,071,389 376,465 168,995 1,616,849
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Analysis of Operating Expenses - Institutional Support

(LATIEst)
( Expressed in thousands of dollars ) 2009 2008

R

Management and General

[iss /B Advertisement/ Promotion 4,412 4,090
TN 4 Auditor’s Remuneration 456 440
bt Equipment 1,155 1,556
WAERIL General Expenses 15,105 9,411
— R B General Insurance 1,126 1,142
Gk Professional Fees 1,789 1,542
TRHEBE Recruitment Expenses 2,371 2,322
3= g Staff Development 1,244 1,234
ety Transportation 647 671
28,305 22,408
T B B S Premises and Related Expenses

bt Equipment 2,376 1,658
AR General Expenses 12,182 1,058
WM TS RIS Campus Repair and Maintenance 17,295 15,010
I B 78 s AR E Staff Quarters Repair and Maintenance 5,622 4,276
INET R Minor Works 11,024 7,570
BETEMT Safety Expenses 580 751
LIE Y g Property Insurance 507 379
BRE R Cleaning and Security Services 20,214 17,823
K& R Utilities 36,379 33,824
WAEMA Office Rental 4,543 3,110
7= i K AR Government Rent and Rates 16,258 18,122
126,980 103,581

Bl R— B s Student and General Education Services
LE Congregation Expenses 968 925
B SR Student Exchange Program 3,099 2,602
) Equipment 65 48
R G Examination Fee 298 271
WAEHX General Expenses 1,260 1,215
B I RHR Medical and Dental Care 1,778 1,647
EEGE ) Music Activities 336 93
B S Residence Halls Expenses 22,875 14,535
b Scholarships 20,756 15,669
A B H L Joint Sports Centre 1,324 987
B EH) Student Activities 8,965 10,381
HMETH Miscellaneous 1,054 1,227
62,778 49,600
A% Other Activities 14,589 13,844
232,652 189,433




8.2 ¥k H & K
Higher Paid Staff Remuneration

AAEFERE 2009 4F 6 H 30 H 1L K20 B M BT Bl 180 Bt E & T T ¢

For the year ended 30 June 2009, the number of higher paid staff with total remuneration” exceeding $1.8 million is

as follows:
2009 2008
N N
Number of Number of
individuals individuals
$1,800,001 - 1,950,000 23 25
$1,950,001 - 2,100,000 9 10
$2,100,001 - 2,250,000 4 2
$2,400,001 - 2,550,000 - 2
$2,550,001 - 2,700,000 2 -
$2,850,001 - 3,000,000 1 1
$4,050,001 - 4,200,000 1 1
40 41

* FECIHE - AW E B RS A - TR FERAL - IR R TR o AR TR KT E R FILLE RN BT AT 1 & 2 MR MR (71 5
LA R A 3 AT -
Remuneration includes salary, contribution to gratuity/retirement plans, cash allowances, housing benefits, passage allowances and education allowances. For staff whose
quarters were provided as part of their remuneration package, the rateable values assessed by the Rating and Valuation Department were used as the values of their
housing benefits in determining their total remuneration in the year.

9. HM%E2 9. Restricted Funds
HPEAWEIER S  WIKELER Restricted Funds are designated for specific purposes and
ZWEEREMYE > £FEBAESEAN classified separately according to their nature and uses
Mt EE 9.1 E4 e R E Ry R as described in Note 9.1. The relevant fund balances with

Misk 9.2 o movements are listed in Note 9.2.

44
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9.1

Restricted Funds are classified under the
following items:

Endowment Fund is mainly donations on which the University
would, according to the wishes of the donors or for strategic
reasons, keep the principal intact and only uses income
generated from the fund to support activities of designated

purposes.

Self-financed Activities have accumulated surplus to be used
on the related self-financed activities generating such surplus.
They are therefore all designated for specific purposes and

are rarely used to finance other activities.

Operation Reserves are provisions for planned expenditure
of certain self-financed activities with a specific nature e.g.

building repair and maintenance reserve for hostel.

Scholarships, Prizes & Bursaries and Loan Funds are used to
award students according to the established principles of the

University.

Unspent Balance for Research represents the total remaining
balances of funds designated for different research projects

supported by non-government subventions.

University Capital Works Fund represents the unspent balance
of all capital projects funded by non-government fund plus an
amount equivalent to the net book values of those buildings

financed by such funding.

Donation and Others are funds other than those stated above

and are to be used for certain designated purposes.

Exchange Reserve is the exchange difference arising from
the translation of the results of operations and assets and
liabilities of entities outside Hong Kong into Hong Kong

dollars.
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10.

3t 3 &

HAbFE S 46 B IS SRR
LB — 06 B (E I 1R A 4R E g

BIAEEA RIHEE 101 AR R

BEat SR MIEE 10.2 ¢

RS UHUT & :

— R KBRS BB
B AT B o RO BOE & A IR
> FCAS B AT R — R
ERINHEEEMELFEB ST - R
K CFL W 7 =5 ) &5 R g ] 43
B R — i 8 A A — M R R A
EHEBURREGE LW &
(FF R & 2 46 7 B KBRS0 I A i 2
T AR

B 35 6k B 5 R i R AR B4 25 ) 10 5 A
B & 58 2 &6 o RIEHCE & B AN
BATWRG > SRE A CE G2 K
L1 B S i 0 4 G R -

AU A Z BMEETRAEE
FA& - KB U A PRI 2 A
AR —BREES > A& 8 A
4o

HERHNZRABRTAR - REE
BE MBI REEE

fH AR B A 2 5 4 bR R A LA K
WRARBERBRZESE -

10.

10.1

(@)

Other Funds

Other Funds are funds other than Restricted Funds. They are
used to support the University's general activities without
designated purposes and are generally grouped into the
items as described in Note 10.1. The relevant fund balances

with movements are listed in Note 10.2.

Other Funds are classified under the following
items:

The General and Development Reserve Fund ("GDRF")
represents the balance of recurrent grants from the UGC
which is allowed to be carried forward from one funding
period to another. The balance of the GDRF at the end of
a funding period (usually a triennium) that can be carried
over to the next 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 ending. Such balance may only be used for supporting

UGC-approved activities of the University.

Unspent Balance of Matching Grants represents the total
remaining balances of funds from various rounds of the
Matching Grant Schemes. According to the prevailing rules
and regulations promulgated by the UGC, the balance
can be carried forward without time limit for supporting

UGC-approved activities of the University.

Endowment Fund is mainly donations without designated
purposes on which the University would keep the principal
intact and only use the income generated from the fund to

support University activities in general purposes.

Self-financed Activities have accumulated surplus to be
used on self-financing activities. They are not designated for
specific purposes and are used to finance University activities

in general.

Donations and Others are funds other than those stated

above and are to be used without designated purposes.
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12. R B AR Z K&
Investments in Subsidiaries
FEMRE > AATR
Unlisted shares, at cost

# IR 2 T

$2 in carrying value

2009 2008

T EFHF A KEMBAREN  ZEARAZERTIHEGFHREERETMEBHAaE  MARHNE L&
BYARK - 20094 6 A 30 H > B AR 2 835 G E RAKA D HHER KA 2 851 2% & 4% (2008 4 :

2% K 6%) e

The following list contains particulars of all subsidiaries of the University, none of which has financial activities of a
material scale. All of them are not audited by KPMG and their total net assets and total income constitute less than
2% and 4% respectively (2008: 2% and 6%) of the corresponding University totals as at and for the year ended

30 June 2009.
BT BT R
NE4 TR AT Proportion of Ownership Interest THEIEH)
KEEZ KR WA
AR R A ERE]
Particulars of University's  Held by
Issued and Paid-up  Effective the Held by Principal
Name of Company Capital Interest University ~ Subsidiary Activity
(@) R s M - A9
Place of incorporation and operation : Hong Kong
HKBU Holdings Limited 2 et 18 ) ) ) Pl A T
2 shares of $1 each 100% 20% 20% Holding Company
HKBU Nominee Limited 2 B 1T . . . PR )
2 shares of $1 each 100% 50% 50% Holding Company
* e-Education Business Limited 100 B4 16 . . E RER
100 shares of $1 each 75% . 75% FHE R
(4 11 2EF)
IT and Web-based
Education and Training
(Ceased Business)
TR P A R A ) 100/ &% 178 FEIRH R R R
Earth Tech Consultancy 100 shares of $1 each 75% - 75%  Consultancy Services
Company Limited on Biotechnology
BRI BT A PR ) 2kl 15T i SER 7L I PR
Institute for the Advancement of 2 shares of 100% - 100% Chinese Medicine
Chinese Medicine IACM) Limited $1 each Research
and Development
AR 21 ) ) S
Smartlife Limited 2 shares of $1 each 100% . 100% Property Holding

* MR A FIE R 2009 4 3 A 15 HREESES -
This subsidiary had ceased operation on 15 March 2009.




* BUCM Limited AN A 100% - 100%  HPERLERTFT SR I
N/A Chinese Medicine

Research and

Clinical Service

VAR B RO A R F Nl 100% 100% - MR R R A B
Hong Kong Creative Arts Centre N/A Promotion and
Limited Development of

Creative Arts

(b) REM R rhE A R A0

Place of incorporation and operation : The People's Republic of China

FHEGRERYIDIBE N ChE 100% 100% - Bl B wroe
Institute for Research and N/A Training and Research

Continuing Education

BR AR (I AR 100 &7¢ 100% - 100% FiE P MR
BU Consultancy (Shenzhen) Limited $1 million Consultancy Service

** BUCM Limited Z1FRERL ] » IEIEIRA o #IE% L AN A AT RFFE - HA A B ATEA Fidi L Al E T o KERERF R PEFag 2 Al 2006 4 7 A 3 HELAFA T
HEEET -
BUCM Limited is a company limited by guarantee without share capital. Pursuant to its Memorandum and Articles of Association, it is prohibited from distributing any
income of the entity to its members. The University has committed to provide financial resources to support its operation within 5 years from 3 July 2006.

KK DR BAT O F IR AR IERAT IR A IR o F IR L rl AR A A R 7 FE - KL Al A1 2 4 AlE AT Rl o KB RaEIR L P22 Al 2007 4 2 1 HiEE
LR SRS
Hong Kong Creative Arts Centre Limited is a company limited by guarantee without share capital. Pursuant to its Memorandum and Articles of Association, it is prohibited

from distributing any income of the entity to its members. The University has committed to provide financial resources to support its operation within 7 years from
1 February 2007.

13. REEA B Z 0
Interest in an Associate

RE I F RS R E IR AT -

Details of the University's interest in the associate are as follows:

REH R
g A ) 20 REAWERX R EN R fids 2 LR TEEE)
Proportion of
Place of Interest
Form of Incorporation  directly Held by Principal
Name of Associate Business Structure and Operation the University Activity
¥ OFBERER D OREARAT AT it R RS
Hong Kong Organic Resource Corporate Hong Kong 33.3% Organic
Centre Certification Limited Certification
Service

* R AR IRA A o HEIRA o IR L A AR AA R TR - HA A A A A T o
This entity is a company limited by guarantee without share capital. Pursuant to its Memorandum and Articles of Association, it is prohibited from distributing any income of
the entity to its members.



14, 7 4 [ 4 Wl 9 3 2 P

HCEL S i B P 2 s R R T

RIS RO A IR 2 E
Z HE i

SRR DA A TR R A
RN » S AR A < AR 20 7 0 AL
A > R DL I B AT R T 5

14.

14.1

Interests in Jointly Controlled Entities

Details of the University's interests in the jointly controlled

entities are as follows:

Interest in Baptist Chinese Medicine Research
Centre Limited

Baptist Chinese Medicine Research Centre Limited ("BCMRC")
is a company limited by guarantee without share capital.

The University does not have any beneficial interest in the

entity because the Memorandum of Association of the

B2 i i B TE 55 SRR LR RE > R
fif o RELIR A& 4 4 2 7 7% B AT o 1
i BTLURA LUEE & RHESUR R %
A I RE S5 7R S R A o

entity prohibits the entity from distributing income by way
of dividend or bonus and distributing any surplus assets to
its members upon winding-up. Therefore, the University
has not accounted for this entity under equity method of

accounting in the Financial Statements.

g PR EDT S O R A R

W KR EE s h R R R BCMRC is incorporated in Hong Kong. Its principal activity
B o HEAHMET is Chinese Medicine Research and Clinical Service. The

financial summary of BCMRC is as follows:

(LLTEst)
( ExpreTsEsed in thousands of dollars ) 2009 2008
WG Current Assets 11,551 12,288
A Current Liabilities (68) (163)
B Net Assets 11,483 12,125
A Income 164 359
T Expenses (806) (628)
A iR Deficit for the Year (642) (269)




142 RSO A SR - Bk

% B BB 2 B 2 HE g

U R B - A K B
BLBE (A B R o b AR K
B (LA MEERGRE ("BE
KEN) GAERIHE o HLIE AL A 1B B
BB G M R E o RE G (WA R
BB H 6 A4 ) ALK B g K
8 IR 7 4 o AR AL - R B
REMII R ARG A RERES
KA M I A B B 1 4 LA A SR )
VeI B b 2 A AR G B R B B
B 4 SRR R DU A e RhiE A
iR o WA BB BRI 2 BRI A SE BT
W AEEE A R G sEME RS
15%EAE%:HIEEQ%%ﬁ*
FRFERE o KELRKHERMETEH A
MREBEH 2004 F3 H 9 HE= +¢W
JiT B A o A R B A R R B o
BEMMBERMT

14.2 Interest in Beijing Normal University -

Hong Kong Baptist University United
International College

Beijing Normal University - Hong Kong Baptist University
United International College ("UIC") was co-founded by
the Beijing Normal University ("BNU") and Hong Kong
Baptist University ("HKBU"). According to the Collaborative
Agreement on the establishment of UIC, its governing board
(which is the governing body of UIC) would have equal
number of representatives from BNU and HKBU. As neither
HKBU nor BNU have the ability to control the governing
board of UIC, the University has therefore accounted its
investment in UIC as a jointly controlled entity using the
equity accounting method for the whole of UIC's results of
operation and net assets. UIC is incorporated in The People's
Republic of China and is a Private Non-Corporate Entity
with a registered capital of RMB 150.0 million. Its principal
activity is provision of higher education. The University has
committed to provide financial resources to support the
operation of UIC for a period of 30 years from 9 March

2004. The financial information related to the interest in UIC

is as follows:

(WUFEa)

( Expre?sed in thousands of dollars ) 2009 2008
FERAR Cost of Investment 138,558 138,558
e VAQ 0k S Gain/(Loss) brought forward 7,525 (240)
AL B 1R Share of Loss (5,413) (3,790)
AME e (B51R) /s Translation (Loss)/Gain (254) 11,555
MEAGE & B s L ps > 7SR H  Share of Net Assets of UIC 140,416 146,083
B G E Non-current Assets 168,455 167,126
T E Current Assets 60,268 50,114
B A& Current Liabilities (88,307) (71,157)
B FE Net Assets 140,416 146,083
A Income 132,781 83,244
T Expenses (138,194) (87,034)
AR Deficit for the Year (5,413) (3,790)

note:

J 2009 4 6 /1 30 H - Bilkid BB G B B n9 FA IR H R IER 2,040 #UC (2008 4F © 2,920 BT ) »
As at 30 June 2009, HKBU's share of the capital commitment of UIC is $20.4 million (2008: $29.2 million).

4



15. #%&

Investments
(BATFEEE)
(Expressed in thousands of dollars ) 2009 2008
15.1 R BRE Non-current Investments
R R A 2 5% Held-to-maturity Debt Securities
(HEEHTE HUAH ) (RE) (at amortised cost) (note) 376,514 96,704
T W e 2 ) 2 B Investments in Subsidiaries . .
(BUARME ) (BiEE 12) (at cost) (Note 12)
BT B AT 2 B Loans to Subsidiaries
H =
(HUARE ) (B 3E 27) (at cost) (Note 27) 16,382 16,378
JEREBE A Total Non-current Investments 392,896 113,082
* R 2 T
$2 in carrying value
15.2 RB&E Current Investments
R ZEIMH 2 5% Held-to-maturity Debt Securities
(BEESTRRARE ) (3F) (at amortised cost) (note) 143,212 65,929
ATEERSE (ARME) Trading Securities (at fair value)
&% Debt Securities 623,210 383,360
22 Equity Securities 27,557 653,438
HEES Investment Funds 257,379 217,668
EAEBRASNTETHZ &M TE  Financial Instruments with Embedded Derivatives 345,170 492,116
1,253,316 1,746,582
W& A5 Total Current Investments 1,396,528 1,812,511
BB Total Investments 1,789,424 1,925,593
#
note:
HHEIHH 2 ERBA R EE (Y TFat)
Total Fair Value of Held-to-maturity Debt Securities ( expressed in thousands of dollars ) 538,414 156,844




16.

17.

FEWC K ~ TH AT IR 3K K # 2

Accounts Receivable, Prepayments and Deposits

: E%;zﬂsjd)in thousandss of dollars ) 2009 2008

JRE Ml 3k Accounts Receivable 76,855 86,071

TR Prepayments 10,694 7,698

KB BER BRI Utility and Other Deposits 9,910 9,306
97,459 103,075

i
note:

A b .2 MW 5% 7 18 YOI HE T 77— 1A o] o Kbt 2 SEATHR SR T 1 — R 2 5

The majority of accounts receivable are without fixed terms of repayment and expected to be recovered within one year. The majority of prepayments will be recognized as

expenses within one year.

7 B 17 3K 17. Term Deposits

#2009 46 H 30 A > KEM—IH A
210 #JT (2008 4F : 200 &G ) W7
SR TR oy e — [T BAE g 2 v ISR AT A 4
BORRRLAS TEHEAR o R & 7E I 0 v i
THARATE AEIOY 7350 > KEE— B
JBAFZK B BRSSO E A E
HAFEEC 20 HE (2008 4F 1 60 T ) 14
A o

bank as the utility deposit for a subsidiary.

As at 30 June 2009, a short-term deposit of $2.1 million
(2008: $2.0 million) was pledged to a bank to secure a
general banking facility granted to a subsidiary. The pledged
deposit will be released upon settlement of the relevant
short-term bank borrowing by the subsidiary. Another term

deposit of $0.2 million (2008: $0.6 million) was pledged to



18. e k%MIl2

Cash and Cash Equivalents

19.

: éi;efstszrd)in thousands of dollars ) 2009 2008

B4 RARITEAT Cash on Hand and Balances with Banks 150,928 205,356

TRCEES Short-term Deposits 303,140 485,630
454,068 690,986

% HE WA

Deferred Income

: é;ijd)in thousands of dollars ) 2009 2008

TEIEBURHER (BMEE 19.1) Deferred Government Subventions (Note 19.1) 161,856 104,171

PRI Deferred Tuition Fees 94,806 87,453

HAEAE YA Other Deferred Income 8,070 4,146
264,732 195,770
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20. 1 B 15l f5 1

21.

Provision for Employee Benefits

E é;efstjd)in thousands of dollars ) 2009 2008
BT g Salaries and Wages 1,685 1,737
JERT2Z AR e HoAt Az A Leave and Other Benefits Accrual 126,108 113,627
AT 443 i B HoAth Gratuity Provisions and Others 47,878 42,726
175,671 158,090
JEAT Payable
7w 1AER Within 1 year 101,523 93,781
1K After 1 year 74,148 64,309
175,671 158,090
g B iB 1K 18 Fl 21. Employee Retirement Benefits
5 5E 18 AR k2 5 # (a) Defined benefit retirement scheme

K E 1998 A B & st B (fil RS
"AREEN) o TR KRR
AR IR &5 # - B 43.2% (2008 4F
47.9%) M KB 2 WA B 2 B EH#) -
AEE DGRBS > B R
— B EMES WA
H

HIE2ar B o AR R
i

MRERI SR R AT BB > AT R
RS ERANR IR B - AREAZ
JEATAE ] > B B Bk A B AR 5251
B B B O B R OR B A B 2 BN R
S0 R R BR T RUSA o B
(R B e Bk A T 2 2 AR A - IR
BAHEREEREAFSE > HARCR
TR RBEEER > AR E
ABE R —RE GG -

The University makes contributions to a defined benefit
retirement scheme named the Hong Kong Baptist University
1998 Superannuation Fund ("the Fund"), which covers 43.2 %
(2008: 47.9%) of the University's full-time employees. It is
established under trust with its assets held separately from
those of the University. The Fund is funded by contributions
from the Fund members and the University in accordance

with a trust deed.

The Fund is classified as a defined benefit retirement scheme
under the Occupational Retirement Schemes Ordinance.
Nevertheless, all benefits payable under the Fund, except
for death and total & permanent disability cases, are based
on the accumulated balance of contributions made by the
employee and the University for that employee during his/
her membership with the Fund. The additional liabilities
arising from death and total & permanent disability benefits,
which are based on final monthly salary of the relevant
employee, are fully covered by insurance arrangements.
Therefore, in substance, the Fund is a defined contribution

scheme.



O8R4 B R A — UM LR A (B R R
2008 4F 6 A 30 A#EFT » I E it A
J1 IR BB A R R (35 RS A A
BEE)MEEREER AT -
RRKEEMGEERER > RS
()23 B 4 & B ] 100% AT K 2t

h 2008 4E 6 A 30 Hi#EF 3 EHN >
LRBHEARERGIROBMUMNE
& ERU I HEMNET -

R KB TR ORS B AR
Hoe RIEERB Y AESMANBEE
6,320 #JC(2007/08 4F % : 5,970 B L) -

5t 7€ 5k oR ok 2wt 3

R BT IRy 18 — TELAR 2 5 o A B 4t
)¢ 1) 2 5R BT B o VR A B A
(fff mBE a8 ) > BRRES IS
fF) 5 7 4 R AR PRt B Y A8 BT R L o
BEEE B — 18 o 8 ST 7 5L N R R
TR R G5 E] o 75 BB EH R
18 = AR B 5 0 AR IR B AR BRI A
i) 5% HE3K > MG R AR BIL
A EBRER 2 8T o s R A g
RS R R B A B E - R4
JEREZ BB 1,320 T
(2007/08 £ 1,090 #7T) °

(b)

The latest independent actuarial valuation of the Fund
was done at 30 June 2008 by a qualified professional
actuary of Mercer Human Resources Consulting Limited,
who is a member of the Society of Actuaries of the United
States of America. The actuarial valuation indicated that
the University's obligations under the Fund were 100%
covered by the Fund assets held by the trustees. The
Fund assets would continue to be sufficient to meet the
Fund's obligations throughout the period of 3 years from
30 June 2008 providing that the contribution to the Fund

is made in accordance with the trust deed.

During the year contributions to the Fund have been made
according to the recommendation made by the actuary.
Contributions paid by the University to the Fund for the
year amounted to $63.2 million (2007/08: $59.7 million).

Defined contribution retirement scheme

The University also operates one Mandatory Provident
Fund Scheme ("the MPF scheme") as required under
the Mandatory Provident Fund Schemes Ordinance for
employees not covered by the defined benefit retirement
scheme. The MPF scheme is a defined contribution
scheme administered by independent trustees. Under the
MPF scheme, the employer and its employees are each
required to make contributions to the scheme at 5% of the
employees' relevant income, subject to a cap of monthly
relevant income of $20,000. Contributions to the scheme
vest immediately. Contributions paid by the University to
the MPF scheme for the year amounted to $13.2 million

(2007/08: $10.9 million).
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22, JE AR K K RE G TE H
Accounts Payable and Accruals

: g;jsﬂsird)in thousands of dollars ) 2009 2008
JEE AR B M TR Accounts Payable and Accruals 46,987 57,561
Fofth AR 3K Sundry Creditors 28,525 30,627
METHE Sundry Deposits 8,096 7,372
JRE AT SRR 5 B B T Amounts due to Partners on Joint Courses 13,559 12,825
T TR R84 Retention Monies Payable 6,711 9,861
HEGTEAIR UGC Holding Account 96,696 59,601

200,574 177,847

note:
KA OEATI Tl R -

The majority of accounts payable are expected to be settled within one year.




23.1

Loans

REZ GFGREIT
Details of the University's loans are as follows:

B B
Government Loans

{Eavessed nthousands ofdoar 2009 2008
JREAS Payable
W 1TER Within 1 year 24,584 44,540
NES 2 4R After 1 year but within 2 years 24,584 44,540
3 EH 5 ER After 2 years but within 5 years 56,513 125,000
5 4% After 5 years 207,539 143,680
288,636 313,220
313,220 357,760
e

BIBFFAITTEEEONT ( FIRF "BURT") 8 0 T I RE R AT PA4E -

The Government of the Hong Kong Special Administrative Region ("the Government") provided two long-term loans to the University as follows:

m

2

ER BRI E A2 7R 8,620 HLERK - MBS 2 YR (EACAITLER R 2009 F 6 /1 30 HZIRIEF(EZ 7,850 7T ( 2008 4F 8,220 H{7C ) - Hi 2002 4 5 St
EHE 10 FR-PHIRER < 74 2009 F 6 H 30 H - Hk& K75 2,590 HIT (2008 4F 3,450 #7C ) «

A loan of $86.2 million for the development of associate degree programmes - secured by University properties with a net book value of $78.5 million (2008 : $82.2 million) as at 30 June 2009

and repayable in equal annual installments over a period 10 years from May 2002. As at 30 June 2009, the outstandling loan balance amounted to $25.9 million (2008: $34.5 million).

TEZS VD HI £ PIBLEE— PP TR S-SRI 5.2 3,600 (ETC B - 1 2009 4F 6 H 30 HEHZ M 1718 S no @y - FIRIETFIEZS 1834 (57T ( 2008 4F : 2.186 fr )
WOMIRTTHE(E 5 0.542 7T ( 2008 4F < 0858 (570 ) ZFF1EE © FAEHIFIE T 2008 4 2 A 10 F- A - 1k 2009 4 5 JHETFBUFHMENE SR 10 4F - FO0R FEHARAIA
H1 2010 4F 2 JIEES 18 FT-HMEE o I BEME 2017 4F 2 1 MAFFAEE - GEIIN - KSR A RF LU B B AT FIFE L FIEA BT o

A loan of $360.0 million for the construction of a campus in Shek Mun offering associate degree programmes - secured by the properties on the campus with a net book value of
$183.4 million (2008: $218.6 million) plus investment securities with a carrying value of approximately $54.2 million (2008: $85.8 million) as at 30 June 2009. The loan which was
repayable in ten equal annual installments from February 2008 had been extended for another 10 years in May 2009. Pursuant to the extension, the outstanding loan balance is
repayable in 18 equal annual installments from February 2010. The loan remains interest-free up to February 2017 after which, the outstanding loan balance will attract an interest
charge payable to the Government annually in arrear, at an interest rate equivalent to the cost of funding to the Government.




232 HATER

Bank Loans
E é;isij)in thousands of dollars ) 2009 2008
JEAT Payable
1R Within 1 year 5,399 5,202
NGRS 2 FE N After 1 year but within 2 years 5,503 5,316
HE 3 EH 5N After 2 years but within 5 years 17,147 16,647
A 5 4% After 5 years 53,401 59,536
76,051 81,499
81,450 86,701
B
note:

(1) 12009 4 6 H 30 H » KEBLIGHNELH ST - 2 A ENIRIEZ 1.667 (70 (2008 4 < 1.710 7T ) «
As at 30 June 2009, the University used properties with an aggregate carrying value of $166.7 million (2008: $171.0 million) as securities for the mortgage loans.

(2) BITERLFIF - IVEE R 13 FAHIT (B ) IR AR B EFIER 3.2% F 3.5% o KELINBETLEIEFIFS 2.01% ( 2007/08 1% 2.86% ) ©
The interest rates on the bank loans, which also equal to the effective interest rates on bank loans, were in the range of Prime Rate of Fubon Bank (Hong Kong) Limited
minus 3.2% to 3.5% per annum. The weighted average effective annual interest rate during the year was 2.01% (2007/08: 2.86%).

B) TERE 2009 4F 6 J 30 HAEHE » KBLFHHRITFIELHAHT 170 BT (2007/08 4F14 - 160 BT ) °
During the year ended 30 June 2009, bank interest expense totalling $1.7 million (2007/08: $ 1.6 million) was incurred.
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25. ¢ T H

RELH H W S R & TR A 1R
BR B WEE S FIRE R - B
AR By B S A I ARG SRR o KA
GETHMEZBGHA — RIBOEA
651 UE B Ja By - RESIINE ¢

15 & A b
RETH 1 SRR B (A
BSRATHER -

T T WS B R B o KRB PTRRA I BEE
TH 0 78 o R R A A T E
"AMR B E B SR AT ¢ AN RER
BEMBEZFRMNE TR - Tl
R BEERA > W5 E
RO DRI IO BB G AR AT > T Mt
REGHEHE N EERAREH
KRB EAN S -

FIRSATIER > B TR - KEMA
HR R A BUR R A s
HLJR L 1 R LT A VR 1Y 4 R
N ZEREEE RITE R -
i 2009 6 A 30 H » KEAZIN 4.487 1%
TCI A W R AT B R BRI A I o LT
ZAFRER SRIEE Z 2010 4F 1L 5 5
3,940 H#TCAF O RT3 15 SRR AR
g AN SRAT B 5 M A g DA PR LA R
B o B T A AR P R B - K ERTR
RS T 7 A o <5 R WA 0 P A R

25.

(@)

Financial Instruments

In the normal course of business, the University is exposed
to credit, liquidity, interest rate, foreign currency and equity
price risks associated with financial instruments. These risks
are managed in accordance with the University's guidelines
and policies, approved by the Finance Committee under the

Council, described as follows:

Credit risk

The University's exposure to credit risk is primarily
attributable to its investments in debt securities and bank

deposits.

The University mitigates credit risk by investing only
in instruments issued by banks or corporations with a
minimum credit rating of "A" as assigned by international
credit rating agencies and performing periodic monitoring
on their credit rating. Debt securities held for trading,
all of investment grades, are managed by experienced
and rigorously selected professional fund managers who
manage the portfolios through a comprehensive monitoring

system.

In respect of bank deposits, internal policies have also been
set up to reduce risk involved, restricting deposits to be
placed at financial institutions licensed by the Hong Kong
Monetary Authority to operate in Hong Kong and those
of good credit ratings. As at 30 June 2009, bank balances
amounting to $448.7 million was deposited in authorised
institutions in Hong Kong and entitled to guarantee
repayment under the Deposit Protection Scheme until
the end of 2010; and $39.4 million was deposited with
overseas banks and financial institutions with acceptable
investment grade credit ratings so as to limit its exposure
to credit risk. To address concentration risk, the University

also limits total amount deposited with each institution.



R B A RE MR TR 4 1 £ 42 IR B
Wb T 36 AT RN T T AR A A
P o R B 5 B0 O R B
BEAMBEPZEMEREMRAFEE
W o BT A B B EE 12 B 14 k3
Ji 24 ) B [ B T B S RS
B 3 A R 4k 3 A A A R 1 A
faffEfx

Credit risk associated with receivables is immaterial to
the University and all doubtful amounts are adequately
provided for. The maximum exposure to credit risk is
represented by the carrying amount of each financial asset
in the Balance Sheet. The University does not provide any
other guarantees which would expose the University to
credit risk, except for the financial guarantee provided to
subsidiaries and jointly-controlled entities as disclosed in

Notes 12 and 14 respectively.
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(b) i % ¥ M bn (b) Liquidity risk

RERAF A 1 TR A5 A 1 8 A 0 A The University has established a system to regularly monitor
M AT R EIHERA AN HEE current and expected cash demands to ensure it has
SUEMN B EEEESNR/ AR - sufficient liquid funds to finance its ongoing working capital

requirements in both the short and the long term.

ABARZHNEH

Contractual maturities of outstanding liabilities

LUR SRR HRE S Z’JéFEﬁIEIE%m BAGE ROC BT R 2 RIBR B G A B LA (B LA BRI SRR 2 FLE K
AR I B AR AR AR A 2%

The following table details the remaining contractual maturities at the balance sheet date of the University's financial
liabilities, which are based on contractual undiscounted cash flows (including interest payments computed using
contractual rates or, if floating, based on rates current at the balance sheet date) and the earliest date the University can
be required to pay:

(LT e
(Expremﬁed in thousands of dollars ) 2009
BHFEREBL i ﬁﬁ? 1R 2%
Blgii K ERES ELE 7 5 4E4%
W T (B Mgt BB fE B f B
Total Within More than More than
contractual 1 year 1 year but 2 years but
Carrying  undiscounted or on less than less than More than
amount cash flow demand 2 years 5 years 5 years
FUFEE Government Loans 313,220 313,220 24,584 24,584 56,513 207,539
SRIFEE Bank Loans 81,450 92,434 6,910 6,910 20,728 57,886
iE
E%E%éi Accounts Payable 200,574 200,574 200,574 - . -
AR RS
E e .
E;ﬁg* I Pr%‘r’]fg)‘l’gyfgé Beneiits 175,671 175,671 101,523 70,391 3,757 -
X
770,915 781,899 333,591 101,885 80,998 265,425
(BAFotst)
(Exprejﬁssed in thousands of dollars ) 2008
GHIFEREEL i ﬁﬁq 1R 2% ‘
HEine 5, F2ER Z 5N i 5 FAR
W T B Kt BB fE fh fE
Total Within More than More than
contractual 1 year 1 year but 2 years but
Carrying  undiscounted or on less than less than More than
amount cash flow demand 2 years 5 years 5 years
FUFEE Government Loans 357,760 357,760 44,540 44,540 125,000 143,680
SRATEF Bank Loans 86,701 101,013 7,025 7,026 21,077 65,885
S €
Wg‘%ﬁ}% Accounts Paycble 177,847 177,847 177,847 . . -
LesA | 2R
IS l .
e EL R Provision for 158,090 158,090 93,781 61,070 3,239 -

i Employee Benefits

780,398 794,710 323,193 112,636 149,316 209,565
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KREHMA B4 Mg EMA SR A
AR SR T FE A 0 B AR B AE AR o K
BB L BUE 2 BOR LA R TR IR 2
BRMEEEMTR  XEHAREME
MR A — T ERA R
R By B B RAT R R B A B
FEA LA RS SR I RE 23 o

b = Jal Fx

KREFURZ MG A MR R - 5 R A
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Bl T DA 9% T A5 7 1A 4 T E R
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BRI ORI HEN
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BWEE  KERENBERMEBHE
AAME 7 40 2 B I 5 J g

(©)

(d)

Interest rate risk

The University has exposure to interest rate risk through the
impact of rate changes on interest-bearing financial assets
and borrowings. The University manages the exposure of
interest bearing assets through diversifying its investments
into a variety of fixed and floating rate instruments with
various tenors. As for interest-bearing borrowings, its
exposure primarily relates to floating rate bank loans as

detailed in Note 23 on the Financial Statements.

Foreign currency risk

The University has minimal exposure to foreign currency
risk as most of its business transactions, assets and
liabilities are principally denominated in Hong Kong dollar.
Nevertheless, the University has cash and cash equivalents,
held-to-maturity debt securities and trading securities

denominated in various foreign currencies.

In respect of the currency risk of financial assets denominated
in US dollar, the University considers that Hong Kong dollar
is currently pegged to US dollar under the linked exchange
rate system adopted by the Government and that it is not
necessary to actively hedge its exposure to US dollar. As
to assets denominated in other currencies, the University's
appointed investment managers use forward foreign
exchange contracts to manage the foreign currency risk

exposure.
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Exposure to currency risk

PUR BRI R By RS A FEDASNI 5 50 2 7 ol ORI 2 SN LB 7 DL

The following table details as at the balance sheet date the University's major exposure to currency risk arising from
recognized assets or liabilities denominated in a currency other than the University's functional currency.

(UFsEat)
(Expressed in thousands of dollars ) 2009
ey T o H It Hofh
United States Australian Japanese British
Dollars Dollars Euro Yen Sterling
w"E Investments 171,452 2,248 18,393 481,983 4,745
WEWGH - FfTIERK  Accounts receivable,

Bediedx prepayments and deposits 2,042 206 420 1133 26
BleRk%MBl4  Cash and cash equivalents 11,542 841 1 2,748 436
FEAHIE M MERTIEH Accounts payable and accruals (197) (122) - - 9
AN JEL KR B4 Net exposure to currency risk 184,839 3,173 18,814 485,864 5,228
EARNESTH HKD equivalent 1,432,519 19,824 204,552 39,028 66,715
SRR Exchange rate @ 7.7501 6.2485 10.8718 0.0803 127617
(WFEit)

(Expressed in thousands of dollars ) 2008
ESTH LS H ST H It i fk
United States Australian Japanese British
Dollars Dollars Euro Yen Sterling
®g Investments 142,092 5,384 14,012 1,224,516 5,289
JEWGE ~ TEATIEZK  Accounts receivable,

Fetless prepayments and deposits 824 193 161 4277 20
B4 R%MBI4  Cash and cash equivalents 33,725 1,207 2 2,124 218
eI S ESTIEH Accounts payable and accruals (767) (36) M - (5)
AN TEB T F 8 Net exposure to currency risk 175,874 6,748 14,174 1,230,917 5,522
R IT HKD equivalent 1,371,602 50,535 174,116 90,543 85,697

JLffR Exchange rate @ 7.7988 7.4886 12.2845 0.0736 15.5189
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(e)

Equity price risk

The University is exposed to equity price changes arising
from its equity investments classified as trading securities
(excluding financial instruments with embedded derivatives).
The equity price risk of these investments are managed
by qualified fund managers using their in-house expert
investment processes and market research capabilities. The
fund managers follow the University's investment guidelines
in order to achieve diversification of equity price risk
among the investment portfolios in different countries and
industry segments. The University also monitors its risk
exposure by carrying out appropriate assessment on the
investment strategies and reviewing periodic reports from

the fund managers.

As at 30 June 2009, the percentage of carrying amounts
of equity investments classified as trading securities (see
Note 15.2) analyzed by geographic markets in which the

equity securities are traded, are as follows:

2009 2008

% %

e United States 29.6 32.1
el Europe 49.1 30.0
HA Japan 8.5 5.8
o S China and Hong Kong 3.0 7.2
Ll Australia 3.6 37
Hopth b [ Others 6.2 21.2
ak Total 100.0 100.0

FyBk 3,452 870 (2008 4F:4.921 %00)
WA AR LR 2 B 5 —E N RA
A5 7 A B > ME OGS R B R g AL
WA AR EEFA -

Financial instruments with embedded derivatives that
amounted to $345.2 million (2008: $492.1 million) have
some direct exposure to equity price risk which are not
readily quantifiable and are therefore excluded from the

above analysis.
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(f)

(9

Fair value and estimation of fair value

Trading securities (excluding financial instruments with
embedded derivatives) are stated at quoted bid prices at
the Balance Sheet date. Dated debt securities, which are
those securities that the University has the intention and
ability to hold to maturity, are measured at amortized
cost less impairment losses (see Note 15 for fair values of
held-to-maturity debt securities). The fair values of held-
to-maturity debt securities are estimated as the presented
values of future cash flows, discounted at current market
interest rates for similar financial instruments. The fair
values of financial instruments with embedded derivatives
are estimated on a marked-to-market basis of the options
embedded in the securities plus the present value of the
future guaranteed cashflow that is discounted at current
market interest rate. The carrying amounts of short-term
receivables and payables are estimated to approximate
their fair values due to short-term maturities of these
assets and liabilities. The fair value of long-term bank loans
approximates the carrying amount because they bear
interest at floating market interest rates. The fair values of
unlisted investments in subsidiaries, associates and jointly
controlled entities cannot be reliably estimated because of a

lack of open market for such investments.

Sensitivity analysis
Interest rate risk

At 30 June 2009, had market interest rates increased/
decreased by 100 basis points, with all other variables held
constant, would have decreased/increased the University's
results for the year ended 30 June 2009 and total fund
balance as at 30 June 2009 by approximately $29.0 million
(2008: decreased/increased by $31.2 million).

The above sensitivity analysis has been determined based
on the exposure to interest rates for both derivative and
non-derivative financial instruments held by the University
at the respective balance sheet dates and on the assumption
that fixed term instruments which expire during the next
reporting period will be rolled over at the expiry of the

term at the new market rate and therefore the exposure to
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26.

interest rate in respect of these instruments will continue
until the next reporting date. The 100 basis point increase or
decrease represents the University's reasonable estimation
of possible change in interest rates at the next annual
balance sheet date. The analysis is performed on the same

basis for 2008.

Foreign currency risk

At 30 June 2009, if there was a 5% strengthening or
weakening in the relevant foreign currencies against the
Hong Kong dollar, the University's results for the year
would have been approximately $5.8 million higher/lower

(2008: $9.4 million higher/lower).

The above sensitivity analysis has been determined
assuming that the change in foreign exchange rates had
occurred at the balance sheet date and had been applied
to the University's exposure to currency risk for both
derivative and non-derivative financial assets in existence
and outstanding liabilities at that date, and that all other

variables, in particular interest rates, remain constant.

The stated changes represent the University's reasonable
estimation of possible changes in foreign exchange rates.
In this respect, it is assumed that the pegged rate between
the Hong Kong dollar and the US dollar would be materially
unaffected by any changes in movement in value of the US
dollar against other currencies. No analysis was therefore
performed on the movement between the Hong Kong
dollar and US dollar. The analysis has been performed on

the same basis for 2008.

Capital Management

The University is a government subvented education institution
established in Hong Kong under Hong Kong Baptist University
Ordinance and is not subject to any externally imposed
capital requirements, except as stated below. The University's
capital mainly consists of surplus accumulated since its
inception, donations, capital grants from the Government,
government loans and commercial loans. The objectives of

the University's capital management are:
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- to ensure that the University will be able to continue as
a going concern so that it can continue to provide whole
person tertiary education and related services to the

community;
- to support stable operation of the University;

- to maintain a strong capital base to support the future

development of the University.

During the year ended 30 June 2009, the University's
objectives, policies and processes for managing capital
were unchanged from 2008. The University mainly
relies on capital grants from the Government for campus
expansion, improvements, and redevelopment relating to
UGC-funded activities. Donations, operation surplus and
commercial loans are used to supplement any shortfall in
such projects, premises acquisition and campus expansion
and redevelopment relating to non-UGC-funded activities
as well as other activities of a development nature. The
spending of government grants is governed by the UGC
Notes on Procedures and related grant conditions and the
spending of non Government funds is subject to internal
guidelines and policies. The University implements a
comprehensive system to manage its funds under clear
investment guidelines and strategies formulated with the
assistance of investment consultants. Professional investment
managers are appointed to manage funds of a long-term
nature while those of a shorter term nature are managed by
the University under approved guidelines. For the surplus
funds of an endowment nature, the University sets annual
spending limits so as to preserve the long-term purchasing

power of the fund in the long run.

Related Parties Transactions

All transactions relating to purchases of goods and
services and capital projects involving organizations, in
which whether a member of the University's Council or
the University's key management personnel may have an
interest or not, are conducted during the normal course of
business and in accordance with the University's financial
regulations and normal procurement procedures. Donations

received from members of the University Council, key
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management personnel, or organizations controlled
or significantly influenced by them were approved in

accordance with University regulations.

In addition to the above, during the year, the University
entered into the following transactions with its related

parties in the ordinary course of business:

Donations received from the University's Council members,
the University's key management personnel and companies
controlled or significantly influenced by them amounted to

$12.8 million (2007/08: $14.1 million).

The University received administrative fee, consultancy
fee, management fee, licence fee and loan interest income
totalling $1.7 million (2007/08: $2.3 million) from its
subsidiaries and administration fee of $10.4 million (2007/08:

$6.1 million) from its jointly controlled entities.

The University paid for the services and goods with a
total value of $0.3 million (2007/08: $3.1 million) from its

subsidiaries.

At 30 June 2009, the amounts due from subsidiaries and

jointly-controlled entities amounted to:

(BToEst)

(Expressed in thousands of dollars ) 2009 2008

Wi 22 ) Subsidiaries 23,574 46,463

S P B Jointly Controlled Entities 24,530 21,721
48,104 68,184

* 2009 4 6 H 30 H o KBUGE ~ SEACITRERE RS L HIHBE 2 AlfEPEEERAE 1,140 B0 ( 2008 4F < 1,140 BT ) o F35p > KB — [HI BT A Al 42 LAY

500 HIC (2008 4 < 500 HIC ) HEAEIT ~ LABERTTA M ISR B 7t 57 0 00 A 6 7R —K - IRAEFH I3 2012 4F 6 /1 30 HILFFSE o ILEEH0E 2009 4 6 /1 30 HZ T

EEFIZ G 2.04 % (2008 F : 2.28% )

As at 30 June 2009, the University provided loans totalling $11.4 million (2008: $11.4 million) to two subsidiaries. The loans are interest-free, unsecured and have no fixed
repayment terms. The University also provided a loan of $5.0 million (2008: 5.0 million) to a subsidiary which is interest-bearing at six-month HIBOR updated every 6 months,
unsecured and repayable by the year ending 30 June 2012. As at 30 June 2009, the effective interest rate of this loan was 2.04% (2008: 2.28%) per annum.

74



(e)

28.

TEEMAR " AMER

The total compensation to key management personnel* was:

(KAF7Est)

(Expressed in thousands of dollars ) 2009 2008
HAH & Salary 20,607 18,687
S AR A Short-term Employee Benefits 6,199 6,658
FHER Long-term Employee Benefits 3,327 3,021

30,133 28,366

* FEEHMANGRIEREERGMA -

Key management personnel means members of the Senior Executive Committee.
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The University's total contributions to Hong Kong Baptist
University 1998 Superannuation Fund ("the Fund") for its
employees amounted to $63.2 million (2007/08: $59.7 million).
The University provides administrative service to the Fund
and the service fees paid by the Fund to the University
amounted to $1.2 million (2007/08: $1.1 million). As
at 30 June 2009, there was no receivable from the Fund
(2008: $0.15 million).

The University made contributions to a Mandatory Provident
Fund Scheme as required under the Hong Kong Mandatory
Provident Fund Schemes Ordinance. Total contributions made
for the employees during the year amounted to $13.2 million
(2007/08: $10.9 million).

Capital Commitments

As at 30 June 2009, outstanding capital commitments not

yet provided for in the Financial Statements are as follows:

(BIF5ERt)

( ExpreT:sed in thousands of dollars ) 2009 2008
B ATE R T Contracted for 268,785 150,881
iR ATTE S 5] Authorised but not yet contracted for 1,090,383 134,933

1,359,168 285,814
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29. Operating Lease Commitments

The University leases a number of properties under
operating leases. The leases typically run for an initial period
of 1to 5 years with a renewable option upon expiry at
which time all terms are renegotiated. Lease payments are
usually reviewed annually to reflect market rentals. None of

the leases includes contingent rentals.

The University's total future minimum lease payments under

non-cancellable operating leases are payable as follows:

(Expressed in thousands of dollars ) 2009 2008
W 1ER Within 1 year 19,481 11,778
RE 2 B SRR After 1 year but within 5 years 8,046 8,933

27,527 20,711
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30.

(@)

(b)

Significant Accounting Estimates and
Judgments

Estimates and judgments are reviewed by the management
of the University annually based on experience and changes
in external environment. The estimates and judgments that
have a significant impact on the carrying amounts of assets

and liabilities are discussed below:

Depreciation of property, plant and equipment

The estimated useful lives and residual values of the University's
fixed assets for determining its annual depreciation charge
are reviewed annually by the management making reference

to historical data of similar assets.

Provision of doubtful receivable

Doubitful receivable will be written off when the management
considers the receivable as doubtful based on their past

experience and knowledge.
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(c¢) Financial instruments

31.

32.

The estimates and judgments made by the management in
respect of the financial instruments held by the University

are discussed in Note 25.

Tax

The University is an approved charitable institution
exempted from Hong Kong Profits Tax under Section 88 of

the Inland Revenue Ordinance (Cap. 112).

Comparative Figures

Certain comparative figures in retation to current and
non-current classification of provision for employee
benefits in the Balance Sheet have been adjusted to

conform to current year's presentation.
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33. New Accounting Standards and Interpretations

Issued but not yet Effective

Up to the date of issue of the Financial Statements, the
HKICPA has issued several amendments, new standards
and interpretations which are not yet effective for the
accounting period ended 30 June 2009 and which have not
been adopted in these financial statements. The amendments
or new standards that may be applicable to the University in

future are:

AT B 2 1% B
) w3 ] A 2
Effective for

Accounting Periods
Beginning on or after

b AT ERLA 1 5 ()
Revised HKAS 1

B MR RIS 7 9% (IBRT)

Amendments to HKFRS 7

B G ERIS 23 9% (KRBT
Revised HKAS 23

T ErEt R 27 5% (RETET)
Revised HKAS 27

7o s J B i o Y ) 9 A 2009
Improvements to HKFRSs 2009

B IR 2

Presentation of Financial Statements

EMTH 5%

Financial Instruments: Disclosures

fEFRA

Borrowing Costs

AR R MBI A B ik

Consolidated and Separated Financial Statements

1E 12 MHERIRA 15 TEIERT

15 amendments across 12 Standards

20094 1H1H
1 January 2009

2000 1H 1H
1 January 2009

20094 1A 1H
1 January 2009

200947 H1H
1 July 2009

KA 2010 F 15 1H >
HAb% 20097 H 1 H

1 January 2010 for most
amendments, otherwise

1 July 2009

B RA 4 5L R A 7 20 e ) AR A o
AR B A o RELE P iR wE A S
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BIRVLE B (MR A K o

The University has not early adopted the above standards/
amendments in the Financial Statements for the year ended
30 June 2009. The University has already commenced an
assessment of the impact of these standards/amendments
but is not yet in a position to state whether these standards/
amendments would have a significant impact on the results

of operations and financial position of the University.
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TRUSTEES' REPORT

Infroduction

The Hong Kong Baptist University 1998 Superannuation Fund
("the Fund") was established under trust in March 1998 for a period
of 80 years. The Fund is a members' choice scheme and managed
by a Board of Trustees consisting of eight members, of whom two

are staff-elected Fund members.

Legal Status

The Fund is an exempted scheme under Section 5 of the Mandatory
Provident Fund ("MPF") Schemes Ordinance. It is classified as
a defined benefit scheme under the Occupational Retirement
Schemes Ordinance ("ORSO"). Nevertheless, all benefits payable
under the Fund, except for death and total & permanent disability
cases, are based on the accumulated balance of contributions made
by each individual Fund member and Hong Kong Baptist University
("the University") for the Fund member during his/her membership
with the Fund. The additional liabilities arising from death and total
& permanent disability benefits for Full Members, which are based
on final monthly salary of the relevant member but independent
of their vested benefits in the Fund, are fully covered by insurance
arrangements. Therefore, in substance, the Fund is a defined

contribution scheme.

Membership and Contributions

The Fund has two categories of membership: Full Member and
Limited Member. Full Members are those for whom the University
is making full contribution to the Fund, other than at a level
equivalent to the mandatory MPF contribution which applies to
Limited Members. Unlike the Full Members mentioned above, the
death and total & permanent disability benefits for Limited Members
are based on their vested benefits only. Contributions from Fund
members and the University are fixed at a percentage of the basic
salary of the Fund members. The rate of University contribution
varies according to the terms of appointment of the Fund members.
As at 30 June 2009, there were 1,007 Fund members consisting of
675 Full Members and 332 Limited Members.
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Investment Choices

The Fund has appointed four investment managers to manage its
thirteen investment choices. The investment choices available to
Fund members include life style funds, money market funds, global
bond fund and two equity funds by country. Fund members can
choose different sets of investment choices for their investment

holdings and future contributions.

Fund members are entitled to two free-of-charge investment
switching in March and September every year and are receiving
a personal statement on their investment holdings and benefit
entitlements on a semi-annual basis. Investment seminars
conducted by investment managers are organized in early March
and September to help Fund members in making their investment

decisions.

Fund Size and Investment Performance

The size of the Fund reduced by 8.1% to $1,011.2 million as at
30 June 2009 (2008: $1,100.5 million) after deducting benefit
payments against investment gains and contributions from the
University and Fund members. During the year, the Fund made
48 benefit payments, including 12 retirement cases totalling
$37.7 million (2007/08 : 66 benefit payments, including 10
retirement cases, totalling $42.7 million). In 2008/09, the
recorded annual returns of investment portfolios ranged from

-21.3% to 5.4% (2007/08 : -12.8% to 6.3%).

Significant Changes during the Year

The term of the non-employer Trustee, Miss Tina SIA ended on
31 December 2008. Miss SIA was re-appointed for another term of

two years commencing 1 January 2009.

William W C Leung
Chairman of the Board of Trustees

23 November 2009
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INDEPENDENT AUDITOR'S REPORT TO THE
TRUSTEES OF HONG KONG BAPTIST UNIVERSITY
1998 SUPERANNUATION FUND ("THE FUND")

We have audited the financial statements of the Fund on pages
87 to 100, which comprise the statement of net assets available
for benefits as at 30 June 2009, and the statement of changes in
net assets available for benefits and the cash flow statement of
the Fund for the year then ended, and a summary of significant

accounting policies and other explanatory notes.

Trustees' Responsibility for the Financial Statements

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

circumstances.

Auditor's Responsibility

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

this report.

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

financial statements are free from material misstatement.
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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 judgment, 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 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 disposition of the assets and liabilities of the Fund as at
30 June 2009, and of its financial transactions and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the

terms of Trust Deed.

KPMG

Certified Public Accountants
8/F Prince's Building

10 Chater Road

Central, Hong Kong

23 November 2009
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COMPLIANCE REPORT BY THE INDEPENDENT AUDITOR

TO THE TRUSTEES OF HONG KONG BAPTIST UNIVERSITY
1998 SUPERANNUATION FUND (‘THE FUND")

We have audited the financial statements of the Fund for the year
ended 30 June 2009 in accordance with Hong Kong Standards on
Auditing and with reference to Practice Note 860.1 "The audit of
retirement schemes" issued by the Hong Kong Institute of Certified
Public Accountants ("HKICPA"), and have issued an unqualified

auditor's report thereon today.

Pursuant to section 20 of the Occupational Retirement Schemes
Ordinance ("ORSQ"), we are required to report whether the Fund

complied with certain requirements of the ORSO.

Respective Responsibilities of the Trustees and
Auditor

The ORSO requires the Trustees to ensure that:

(1) proper accounts and records are kept as regards all assets,

liabilities and financial transactions of the Fund;

(2)  the relevant undertaking as defined under section 20(4) of

the ORSO is complied with;

(3)  the assets of the Fund are not subject to any assignment,
charge, pledge or other encumbrance except for those

specified in section 20(3)(b)iii) of the ORSO; and

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

It is our responsibility to report solely to you, as a body, on the
Fund's compliance with the above requirements based on the results
of the procedures performed by us and for no other purpose. We
do not assume responsibility towards or accept liability to any other

person for the contents of this report.
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Basis of Conclusion

We conducted our engagement in accordance with the Hong
Kong Standard on Assurance Engagements 3000 "Assurance
engagements other than audits or reviews of historical financial
information" and with reference to Practice Note 860.1 " The audit
of retirement schemes" issued by the HKICPA. We have performed
such procedures as we considered necessary for the purpose of

reporting on the Fund's compliance with the above requirements.

Conclusion

Based on the foregoing, in our opinion:

(1) proper accounts and records have been kept as regards all
assets, liabilities and financial transactions of the Fund during

the year ended 30 June 2009;

(2)  the relevant undertaking as defined under section 20(4) of
the ORSO has been complied with during the year ended
30 June 2009;

(3) at 30 June 2009 the assets of the Fund were not subject to
any assignment, charge, pledge or other encumbrance except

for those specified in section 20(3)b)(ii) of the ORSO; and

(4) at 31 December 2008, 31 March 2009 and 30 June 2009,
the requirements of section 27(2) of the ORSO have been

complied with.

KPMG

Certified Public Accountants
8/F Prince's Building

10 Chater Road

Central, Hong Kong

23 November 2009
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Statement of Changes in Net Asse’rs Available for Benefits
for the year ended 30 June 2009

(BATFIEit) BFE
( ExpreTsEsed in thousands of dollars ) Note 2009 2008
B Investment Return
BERA Investment Income 29 77
HEIEXIITIN Rebates and Other Income 3,285 4,187
l—‘—'I r—‘—»f ¥
E%(gﬁ%?&/%&%zﬁg Net Realised and Unrealised (Losses)/Gains on Investments (135,877) 9,211
(132,563) 13,475
fkk « f78cE M Less: Administrative Expenses
AT KRB FTEE Administration Fee Paid to the University 4 (1,201) (1,103)
5 2 1) Financial Costs (167) (85)
A G kg Auditor's Remuneration (44) 42)
BEHERT Professional Fee 4 (95) @)
ANFE Rt Life Insurance Premium 4 (447) (325)
HrTECE A Gross Administrative Expenses (1,954) (1,563)
F ORI Forfeitures 8 107 1,262
MERF DR R A ZTEEH  Administrative Expenses Net of Forfeitures (1,847) (301
EFEER) Bk (Deficit)/Surplus for the Year (134,410) 13,174
sk Contributions
KEME K Contributions from the University 63,165 59,651
[i=LhiT e Contributions from Members 19,603 18,312
82,768 77,963
B : O RIEA A Less: Benefit Paid and Payable
1313 Leaving Service (26,619) (26,219)
FEYUN Retirement (11,043) (16,447)
Favillia Benefit Payments (37,662) (42,666)
TS AR 2 B . ) )
G,/ Bm (Decrease)/Increase in Net Assets Available for Benefits for the Year (89,304) 48,471
R B R 2 AR _ _ o
Vegteyln Net Assets Available for Benefits at the beginning of the Year 1,100,459 1,051,988
AR Z AES . )
R T Net Assets Available for Benefits at the end of the Year 1,011,155 1,100,459
FITEH A 90 F 100 HZ Mt 2 A B IR &2 — bt -
The Notes set out on pages 90 to 100 form an integral part of the financial statements.
FAEAZA G 2009 4 11 H 23 HEHERIEHEE I B -
Approved and authorised for issue by the Board of Trustees on 23 November 2009.
BREAZEG TR Rt AR B EE
RIKEE #AT
William W C Leung Alex P C Shuen

Chairman of the Board of Trustees Secretary to the Board of Trustees
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Statement of Net Assets Available for Benefits as at 30 June 2009

(WFsErt) -
( Exprejsﬂsed in thousands of dollars ) Note 2009 2008
BB G Investment Assets 88
PG B Investments Managed by Investment Managers 6 1,011,045 1,096,358 —
RENE E Current Assets
FEMSOK 23008 Amount due from the University 1 B
JESTIRTA Accounts Receivable 478 571
R RER B4 Cash and Cash Equivalents 9 4,546 6,616
5,025 7,187
Wk WA Less: Current Liabilities
JEE AR B T Amount due to the University - (150)
JEAHARF Benefits Payable 4,827) (2,886)
JEfTIRIA Accounts Payable (88) (50)
4,915) (3,086)
TR E Net Current Assets 110 4,101
AR R 2 Net Assets Available for Benefits 1,011,155 1,100,459
MET - Represented by:
A=l Members' Accounts 1,011,155 1,100,459

I 90 2100 HZ Wit A BEIRFEZ — bl -

The Notes set out on pages 90 to100 form an integral part of the financial statements.
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Cash Flow Statement for the year ended 30 June 2009

(BFoeat) 3k
( Expressed in thousands of dollars ) Note 2009 2008
B Operating Activities
A E(BR),/ B i (Deficit)/Surplus for the Year (134,410) 13,174
AT Adjustments for:
CERMAERZ&E . . .

R/ () Net Realised and Unrealised Losses/(Gains) on Investments 135,877 (9,211)
W R Financial Costs 167 85
BEESE T BEEA Operating Results before Changes in Working Capital 1,634 4,048
T R B2 5 0E 7 S Increase in Amount due from the University (1) -
JESIRIE 2 B> Decrease in Accounts Receivable 93 18
JERHREZIE 2 (180 / 38 (Decrease)/Increase in Amount due to the University (150) 132
RERHER Z 3800/ (70 Increase/(Decrease) in Benefits Payable 1,941 (6,569)
JERHIETE Z 34 hn / (8i) Increase/(Decrease) in Accounts Payable 38 (31)
B AR B Operating Results after Changes in Working Capital 3,555 (2,402)
o etk Contributions Received 82,768 77,963
FERIBH 32 Benefits Paid (37,662) (42,666)
EEET 2 FBAEA Net Cash Generated from Operating Activities 48,661 32,895
REEH Investing Activities
RS 50E Proceeds from Sale of Investments 35,854 47,248
[ A P+ 30E Payment for Purchase of Investments (86,585) (81,438)
JAR G H B 2 B Net Cash Used in Investing Activities (50,731) (34,190)
B4 K M BL4EZ Wb Net Decrease In Cash and Cash Equivalents (2,070) (1,295)
B& RS BLe Z FH TR Cash and Cash Equivalents at the beginning of the Year 6,616 7,911
Bl T B W Bl AR B A7 Cash and Cash Equivalents at the end of the Year 9 4,546 6,616

FIIE 90 2 100 FH2Z Bt A BHAEZ — ikl

The Notes set out on pages 90 to 100 form an integral part of the financial statements.
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NOTES ON THE FINANCIAL STATEMENTS

1.

(Q)

(b)

The Fund

Constitution of the Fund

The Hong Kong Baptist University 1998 Superannuation
Fund ("the Fund") was established under trust in March
1998 for a period of 80 years. The Fund is a members'
choice scheme and managed by a Board of Trustees
consisting of eight members, of whom two are staff-

elected Fund members.

The Fund is an exempted scheme under Section 5 of
the Mandatory Provident Fund Schemes Ordinance.
It is classified as a defined benefit scheme under the
Occupational Retirement Schemes Ordinance ("ORSO").
Nevertheless, all benefits payable under the Fund, except
for death and total & permanent disability cases, are based
on the accumulated balance of contributions made by each
individual Fund member and Hong Kong Baptist University
("the University") for the Fund member during his/her
membership with the Fund. The additional liabilities arising
from death and total & permanent disability benefits for Full
Members, which are based on final monthly salary of the
relevant member but independent of their vested benefits
in the Fund, are fully covered by insurance arrangements.
Therefore, in substance, the Fund is a defined contribution

scheme.

Participating Employer

The University is the only participating employer to the
Fund.
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(c) Parties to the Fund

As

at 30 June 2009, the parties to the Fund are:

- Trustees to the Fund are (in alphabetical order):

4 / Name 1T / Term

EiREY S Mr HUI Chun Lim, William 01.01.2008 — 31.12.2009
KHESEA, BBS, P Mr LEUNG Wing Cheung, William, BBS, JP 01.01.2007 - 31.12.2009
SRR, GBS Prof NG Ching Fai, GBS 01.07.2001 - 30.06.2010
e BRI Prof PALMQUIST Stephen Richard 01.05.2006 — 30.04.2010
R Y/ NME Miss SIA Tina 01.11.2005 — 31.12.2010
W E i+ BBS, JP Dr WONG Ying Ho, Kennedy, BBS, JP 01.01.2002 - 31.12.2010
FaRfReE, SBS, JP Mr WONG Ying Wai, Wilfred, SBS, JP 01.01.2005 — 31.12.2009
HEH L+ Ms YEUNG Po Ling, Pauline 01.05.2008 — 30.04.2010

ANEEMERARFTERGRE -

- AATEE I BCE AR (DL ] i 38 3
B -

FHeE () ARAF

HERE (B ARAA

TS TR ER B R () AR A )
JBE L BT PR A ] o

AN & &R

fEFLBOT R REM + AABRTT AT
S SR TR -

@ KERUGE

b) KERBAABE R R
© EBHS 5

o AR R EIBLER -

o

Administrator to the Fund is Hong Kong Baptist

University.

Investment Managers to the Fund are (in alphabetical

order):

BlackRock (Hong Kong) Limited

FIL Investment Management (Hong Kong) Limited
HSBC Global Asset Management (Hong Kong) Limited
J.P. Morgan Asset Management Limited.

(d) Termination of the Fund

Within the 80-year term, the Fund may be dissolved if:

(@)

the University is dissolved;

the University considers the Fund not serving its
purpose;

it is required by a court order; or

upon losing its Recognition Status under the Inland

Revenue Ordinance.
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(e) Membership

BTSN A NBEE B T An analysis of the movements in the number of members of
the Fund is as follows:
2009 2008 92

Eaa g} clE PN At the beginning of the Year 1,050 1,114
WA New Members 5 )
D[R YN Less: Leaving Service (36) (56)

BRI Retirements (12) (10)
AR EH IR A At the end of the Year 1,007 1,050
2K WK () Funding Policy
REBRNBEEOEFTORMF G M 7 i Contributions to the Fund made by the University are
i 8 SR R o AL E LD based on the recommendations of an independent actuary
o KRB TON B Bk A A B HF 5T as mentioned in Note 7 on the financial statements.
AR S TV M At K o The University and Fund members have been making

contributions to the Fund in accordance with the provisions

of the Trust Deed of the Fund since its inception.

MR AF & E

Contribution as a % of Basic Salary from
K TRl ot B {5
Type of Member Benefit Group University Member
A H Rz o 0 0
Full Member AandB 10%-25% 5%

g\j 8.5%
A RBEHOR R Jir A5 50 504t
Limited Member All Groups °
P R A AR AT - LIFEAHRE $20,000 2510 o
Contribution equivalent to minimum requirement under a MPF Scheme, basic salary capped at $20,000.
20 BB ok 2 2. Basis of Preparation of the Financial
Statements

bl B R R B4 IR W R
T 1 6 8 ) 2 G o B S 0 2 38 ) ) T The financial statements have been prepared in accordance
R 5 A A P AT e ) with all applicable Hong Kong Financial Reporting Standards
CErstEEEe e R ) T 2 R b 7 4] B 1 46 JE ("HKFRSs"), which collective term includes all applicable

individual Hong Kong Financial Reporting Standards, Hong
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(@)

(b)

()

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 and the requirements of the ORSO.

The HKICPA has issued certain new and revised HKFRSs
that are first effective or available for early adoption for
the current accounting period of the Fund. The adoption
of these new and revised HKFRSs has no impact on the

financial statements of the Fund for the years presented.

The Fund has not applied any new standard or interpretation
that is not yet effective for the current accounting period

(Note 13).

The measurement basis used in the preparation of the
financial statements is historical cost except that investments
are stated at fair value as explained in the accounting
policies set out below. The net assets of the Fund, as
disclosed in the Statement of Net Assets Available for
Benefits, are shown before the deduction of any obligations
to pay retirement benefits in future. A summary of the
principal accounting policies adopted in the preparation of

the Fund's financial statements is set out in Note 3.

Principal Accounting Policies

Recognition of investment income

Interest income from bank deposits is recognized as it

accrues using the effective interest method.

Contributions

Contributions from Fund members and the University are
recognized when they become due in accordance with the

provisions of the Trust Deed of the Fund.

Benefits paid and payable

Benefits paid and payable represent all payments due to
Fund members upon their termination of membership with
the Fund during the financial year reported in accordance
with the Trust Deed of the Fund. No provision is made for
the benefits that will become payable to existing members

of the Fund in future.
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(d) Translation of foreign currencies

(e)

(f)

(9)

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
denominated in foreign currencies are translated into Hong
Kong dollars at the exchange rates ruling at the Balance
Sheet date. Exchange gains and losses are dealt with in the

Statement of Changes in Net Assets Available for Benefits.

Investments

All investments of the Fund are valued at fair value at the
financial year end date. The fair value of investments is
based on their quoted bid market prices at the year end

date without any deduction for future selling cost.

The Fund recognizes investments on the date it becomes
a party to the contractual provisions of the investments.
All investments are initially recognized at fair value and
changes arising from subsequent re-measurement of fair
value are recognized in the Statement of Changes in Net
Assets Available for Benefits. An investment is derecognized
when the contractual rights to receive the cash flows from
the investment expire, or where the significant risks and

rewards of ownership have been transferred.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and
on hand, demand deposits and short-term deposits with
banks and other financial institutions, having less than three

months of maturity.

Related parties

For the purposes of these financial statements, parties are
considered to be related to the Fund if the Fund has the
ability, directly or indirectly, to control the party or exercise
significant influence over the party in making financial
and operating decisions, or vice versa, or where the Fund
and the party are subject to common control or common
significant influence. Related parties may be individuals or

entities.
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Expenses

Administration of the Fund during the year was carried
out by the University at a fee which represented the actual
costs of manpower deployed in administering the Fund.
Other administrative expenses incurred by the University

were recharged to the Fund on an actual basis.

Professional fee mainly included the consultancy fees for
arranging group insurance and reviewing investment choices

of the Fund and actuarial fees.

A group life and total & permanent disability insurance
policy was underwritten by American International Assurance
Company (Bermuda) Limited to cover the excess of death and
total & permanent disability benefit over vested benefits for

all Full Members.

Tax Status of the Fund

The Fund is registered under the ORSO, and is therefore
a recognized occupational retirement scheme for Hong
Kong profits tax purposes. The policy of the Inland Revenue
Department ("IRD") as set out in the IRD Practice Note No. 23
is that "recognized occupational retirement schemes and their
trustees are not considered to be subject to profits tax on their
investment income". Accordingly, no provision for Hong Kong

profits tax has been made in the Fund's financial statements.

Investments Managed by Investment
Managers

There were thirteen investment portfolios for Fund members
to choose. The portfolios were managed by four investment
managers. Assets of the investment portfolios were invested

in unit trusts.

The appointed investment managers and the market value
of their investment portfolios as at 30 June 2009 and 2008

were:



(BT oEst )

(Expressed in thousands of dollars ) 2009 2008
i B At Mk
Unit Trust Cash Total Total
[EMRER S G L (i) AR A ]
HSBC Global Asset Management (Hong Kong) Limited :
[iE M o o £S5 HSBC High Growth 129,785 93 129,878 153,008
o A 8 2 HSBC Growth 163,729 131 163,860 198,217
o L Sy HSBC Balanced 149,982 125 150,107 179,577
TR HSBC Stable 100,373 184 100,557 109,535
T L o e HSBC HKD Money Market 95,289 648 95,937 71,497
B 2 e & HSBC USD Money Market 33,033 1,536 34,569 29,886
672,191 2,717 674,908 741,720
WS (W) ARAR
FIL Investment Management (Hong Kong) Limited :
FEEME Fidelity High Growth 117,599 - 117,599 116,609
FHEME Fidelity Growth 66,634 - 66,634 76,677
G ) Fidelity Balanced 60,284 - 60,284 71,891
244 517 - 244,517 265,177
TS (Fro) ARAH :
BlackRock (Hong Kong) Limited :
=P Yt BlackRock Stable 13,432 189 13,621 15,066
HARMEIRIRBUGES  BladRock Global Government Bonds 22,988 17 23,005 24,472
36,420 206 36,626 39,538
JERR B A A PR A
J.P. Morgan Asset Management Limited :
JF FUs B JF HK Equity 46,929 236 47,165 40,823
JF FEEIREE JF US Equity 7,816 13 7,829 9,100
54,745 249 54,994 49,923
Fik Grand Total 1,007,873 3,172 1,011,045 1,096,358
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Actuarial Valuation and Obligations of
the Fund to Pay Benefits in Future

As at 30 June 2009, the aggregate past service liability of
the Fund was $1,011.0 million (2008 : $1,096.0 million).

The "aggregate vested liability" of the Fund, which
represented the liability that would have arisen if all the
Fund members had left the University at the end of the
financial year, was $983.0 million (2008 : $1,064.0 million).

An actuarial review of the Fund as at 30 June 2008 was carried
out by Mercer Hong Kong Limited ("Mercer"), a professional
consulting actuary. Due to the defined contribution nature
of the termination and retirement benefits, there were no
actuarial assumptions required to value the benefits and to
determine the future service cost. In its certificate dated
29 September 2008, Mercer indicated that the liabilities
under the Fund which would have arisen if all Fund
members had left the University at the date of actuarial
review were fully supported by the Fund assets as of
that date. Mercer expected that the Fund, if funded at
contribution rates pursuant to Rules 4.1 and 4.2 of the Trust
Deed, would be able to continue to support such liabilities
in the following three years. The next valuation of the Fund

shall be carried out no later than 30 June 2011.

Forfeitures

Forfeitures of balance of Fund member's account after
benefit payments are used to pay for the administration

expenses of the Fund.

Bek%HHe

Cash and Cash Equivalents
(MATFIEt)
(Expremssed in thousands of dollars ) 2009 2008
FHTER Short-term Deposits 3,315 6,404
BTN Cash at Bank 1,231 212

4,546 6,616
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10.

(@)

(b)

(©)

11.

Related Parties Transactions

The related parties transactions of the Fund are as follows:

Investment managers

The management fees charged by the investment managers are
not borne directly by the Fund but by the underlying unit trusts
in which the Fund invests. Part of the management fees was
returned to the Fund in the form of rebates which were used to
cover the administrative expenses of the Fund. The aggregate
investment management fee charged by the four investment
managers was $6.9 million (2007/08: $8.8 million) while the
aggregate rebate was $3.3 million (2007/08: $4.2 million). The
amount of receivable from the four investment managers as at

30 June 2009 was $0.5 million (2008: $0.6 million).

Trustees

The Trustees to the Fund are listed in Note 1.(c) on the
financial statements. There has been no trustee fee since the

inception of the Fund.

Administrator

Administration of the Fund is carried out by the University.
During the year, $1.2 million (2007/08: $1.1 million) was

paid to the University as administrative expenses.

Financial Instruments

Investments of the Fund (other than cash held for liquidity
purposes) comprise units in unit trusts. The trustees have
determined that this type of investment is appropriate for
the Fund and is in accordance with the Fund's investment

objectives.

The investment managers of the Fund invest in unit trusts of
which the underlying assets comprise debt securities, equity
securities and derivatives with various asset allocation
weighting and risk profile, depending on the investment
objectives and strategies of the respective unit trusts. The
quoted market prices of the unit trusts fluctuate as a result

of the change in value of the underlying assets. These assets
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are also exposed to a variety of risks such as credit risk,
liquidity risk, interest rate risk, currency risk and equity
price risk. These risks are managed and controlled by the
investment managers and their investment guidelines and

procedures of the unit trusts.

The Fund is exposed to the following risks in its normal

operation:

Credit risk

Other than investment-related credit risk, the Fund is
exposed to credit risk of the contributions receivable
from the University and Fund members. However, the
contributions had been promptly received at the end of
each month since inception. The Fund is also subject to
the credit risk on insurance claims which is being kept to
a minimum through stringent selection of high credit rated

underwriters.

Liquidity risk

The liquidity requirement of the Fund mainly arises from
benefits payments. As the unit trusts in which the Fund
invests are readily convertible to cash, there is very limited

liquidity risk. Unit trusts disposed for benefit payments are

held in bank account for ready payout.

Interest rate risk

The Fund has no exposure to interest bearing liabilities. As
to interest bearing assets, the Fund holds minimal amount of
short-term bank deposits with fixed interest rates to limit its

exposure to interest rate risk.

Foreign currency risk

The Fund holds investments denominated in either Hong
Kong dollars or United States dollars. As the Hong Kong
dollars is currently pegged to the United States dollars, the

Fund is not exposed to significant foreign currency risk.
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13.

Fair value

All financial instruments were carried at amounts not
materially different from their fair values as at 30 June 2009
and 2008. The fair values of unit trusts are based on
their quoted bid prices at the year end date without any

deduction for future selling cost.

Comparative Figures

Certain comparative figures in relation to presentation of
net realised and unrealised losses/gains on investments
and financial costs in the statement of changes in net assets
available for benefits have been adjusted to conform to

current year's presentation.

New Accounting Standard and Interpretations
Issued but not yet Effective

Up to the date of issue of the financial statements of the
Fund, the HKICPA has issued several amendments, new
standards and interpretations which are not yet effective for

the accounting period ended 30 June 2009.

A8 a2 1% B
) s ] A2
Effective for

Accounting Periods
Beginning on or after

T RIS 1 9% &R
Revised HKAS 1

s A ORI 7 5% (B8R
Amendments to HKFRS 7

T v B HE R O 2009
Improvements to HKFRSs 2009

B R R

Presentation of Financial Statements

SRTHE : Yk
Financial Instruments : Disclosures

112 RERNAE 15 BB

15 amendments across 12 Standards

20094 1H1H
1 January 2009

20094 1H1H
1 January 2009

Kb 2010 1A 1H >
HAti 200947 A 1 H

1 January 2010 for most
amendments, otherwise

1 July 2009
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The Fund has not early adopted the above standards/
amendments in the financial statements for the year ended
30 June 2009. The Trustees have already commenced an
assessment of the impact of these standards/amendments
but is not yet in a position to state whether these standards/
amendments would have a significant impact on the results

of operations and financial position of the Fund.
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Auditors

BDO Limited

BDO Dahua Delu Certified Public Accountants
Kenny Chan & Co.

KPMG

KW Lam & Co.

Banks

Bank of America, N. A.

Bank of China (Hong Kong) Limited
Bank of Communications Co., Ltd
The Bank of East Asia, Limited

BNP Paribas Asset Management Asia Limited
CALYON

China Construction Bank Corporation
Chong Hing Bank Limited

Citibank, N.A.

CITIC Ka Wah Bank Limited

Credit Suisse

Dah Sing Bank Limited

DBS Bank (Hong Kong) Limited
Falcon Private Bank Limited

Fubon Bank (Hong Kong) Limited

Hang Seng Bank Limited

The Hongkong & Shanghai Banking Corporation Limited

Industrial and Commercial Bank of China (Asia) Limited

LGT Investment Management (Asia) Limited
Merrill Lynch (Asia Pacific) Limited

Morgan Stanley Investment Management
National Australia Bank Limited

Rabobank International

Standard Chartered Bank (Hong Kong) Limited
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UBS AG

United Commercial Bank
Wing Hang Bank, Limited
Investment Managers 10_4
American Baptist Foundation

Baptist Foundation of Texas

Baring Asset Management (Asia) Limited

BlackRock (Hong Kong) Limited

FIL Investment Management (Hong Kong) Limited

Grosvenor Capital Management, L. P.

HSBC Global Asset Management (Hong Kong) Limited

Invesco Hong Kong Limited

J. P. Morgan Asset Management Limited

RCM Asia Pacific Limited

Master Custodian

State Street Bank and Trust Company
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This Report is available from :
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Finance Office

Hong Kong Baptist University
Kowloon Tong, Hong Kong

E5E Tel : (852)34115123
{ELEL Fax: (852) 34115888

4411 Web Site : www.hkbu.edu.hk/~fohome/fopage.html
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