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HARROW INTERNATIONAL SCHOOL (HONG KONG) LIMITED 
DIRECTORS' REPORT 

The directors have pleasure in presenting their report and the audited financial statements of 
the Foundation for the year ended 31 July 2012. 

I. PRINCIPAL ACTIVITIES 

The Foundation is a non-profit making organisation which is engaged in establishing 
and holding of an international boarding school in Hong Kong. 

2. RESULTS AND FINANCIAL POSITION 

The results for the year are set out in the statement of income and expenditure on page 
s. 

The state of the Foundation's affairs at 31 July 2012 is set out in the statement of 
financial position on page 6. 

3. FUNDS AND RESERVES 

The movements in funds and reserves during the year are set out in the statement of 
changes in funds and reserves on page 7. 

4. CAPITAL CERTIFICATES AND INDIVIDUAL DEBENTURES 

Pruticulars of the capital certificates and individual debentures are set out in note IS 
and 16 to the financial statements respectively. 

S. PROPERTY, PLANT AND EQUIPMENT 

Details of the movements in the property, plant and equipment are set out in note 9 to 
the financial statements. 
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6. DIRECTORS 

The directors who held office during the year and up to the date of this repmt were: 

CHEUNG Chun Yuen Barry 
CHANWai Ki 

2 

All directors retire in accordance with Article 37 of the Foundation's Articles of 
Association but, being eligible, offer themselves for re-election. 

7. DIRECTORS' INTERESTS IN CONTRACTS 

No contracts of significance to which the Foundation was a party subsisted at the end 
of the year or at any time during the year in which any director of the Foundation had 
a material interest. 

8. DIRECTORS' RIGHTS TO ACQUIRE SHARES AND DEBENTURES 

At no time during the year was the Foundation a pmty to any arrangements to enable 
the directors of the Foundation to acquire benefits by means of acquisition of shares 
in, or debentures of the Foundation or any other body corporate. 

9. AUDITOR 

A resolution to re-appoint the retiring auditor, RSM Nelson Wheeler, will be put at 
the forthcoming annual general meeting. 

On behalf of the Board of Directors 

rt , . 
Director 

20 December 2012 
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HARROW INTERNATIONAL SCHOOL (HONG KONG) LIMITED 
(Incorporated in Hong Kong as a company limited by guarantee) 

We have audited the financial statements of Harrow International School (Hong Kong) 
Limited (the "Foundation") set out on pages 5 to 30, which comprise the statement of 
financial position as at 31 July 2012, and the statement of income and expenditure, statement 
of changes in funds and reserves and statement of cash flows for the year then ended, and a 
summary of significant accounting policies and other explanatory information. 

Directors' responsibility for the financial statements 
The directors are responsible for the preparation of financial statements that give a true and 
fair view in accordance with International Financial Reporting Standards and the Hong Kong 
Companies Ordinance, and for such internal control as the directors determine is necessary to 
enable the preparation of financial statements that are free from material misstatement, 
whether due to fraud or error. 

Auditor's responsibility 
Our responsibility is to express an opinion on these fmancial statements based on our audit 
and to report our opinion solely to you, as a body, in accordance with section 141 of the Hong 
Kong Companies Ordinance and for no other purpose. We do not assume responsibility 
towards or accept liability to any other person for the contents of this report. We conducted 
our audit in accordance with Hong Kong Standards on Auditing issued by the 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 about 
whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor's 
judgement, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity's preparation of the financial statements that 
give a true and fair view 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 
directors, 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. 

r:l (l c r 
RSM Nelson Wheeler Is a member of the RSM network. Each member of the RSM network is an independent accounting and advisory firm which practices In its own right. The RSN network Is- • •1 • 

1 

not itself a separate legal entity in any jurisdiction. · 
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HARROW INTERNATIONAL SCHOOL (HONG KONG) LIMITED 
(Incorporated in Hong Kong as a company limited by guarantee) 

Opinion 
In our opinion, the financial statements give a true and fair view of the state of the 
Foundation's affairs as at 31 July 2012 and of its results and cash flows for the year then 
ended in accordance with International Financial Reporting Standards and have been properly 
prepared in accordance with the Hong Kong Companies Ordinance. 

t V7""V,.,(o 0 hA/_,._<:__(C--J 

Certified Public Accountants 
Hong Kong 

20 December 2012 

f:l 0 t, (-; 



HARROW INTERNATIONAL SCHOOL (HONG KONG) LIMITED 
STATEMENT OF INCOME AND EXPENDITURE 
FOR THE YEAR ENDED 31 JULY 2012 

Income 
Bank interest income 
Donations 
Exchange gains 
Sundry income 

Expenditure 
Depreciation 
General and administrative expenses 
Marketing expenses 
Staff costs 

Deficit and total comprehensive deficit for the year 

Note 

8 

8 

2012 
HK$ 

12,574 

31,086 

43,660 

(84,216) 
(1,038,451) 
(1,482,07 4) 

(2,604,741) 

(2,561,081) 

2011 
HK$ 

5 

1,287 
100,000 
13,760 

115,047 

(5,369) 
(765,025) 

(1,182,784) 
(32,466) 

(I ,985,644) 

(1,870,597) 

• • - ..s 

f:l u ~-' / 



HARROW INTERNATIONAL SCHOOL (HONG KONG) LIMITED 
STATEMENT OF FINANCIAL POSITION 
AT 31 JULY 2012 

Non-current assets 
Property, plant and equipment 
Prepayments, deposits and other receivables 

Current assets 
Prepayments, deposits and other receivables 
Restricted bank balances 
Bank and cash balances 

Current liabilities 
Accruals and other payables 
Capital cet1ificates 
Individual debentures 
Due to founder member 
Due to a related company 

Net current liabilities 

Total assets less current liabilities 

Non-current liabilities 
Accruals and other payables 
Bank loan 
Finance lease payables 

NET ASSETS 

Representing: 
Capital reserve 
General fund 

TOTAL FUNDS AND RESERVES 

' .. · 

Note 

9 
12 

12 
10 
11 

13 
15 
16 
17 
17 

14 

18 
18 

Approved by the Board of Directors on 20 December 2012 

:.~. 

2012 
HK$ 

619,086,216 
448,000 

619,534,216 

15,137,829 
176,689,770 
50,008,662 

241,836,261 

104,570,243 
474,000,000 

13,200,000 
23,916,949 
48,362,861 

664,050,053 

{422,213,792} 

197,320,424 

130,000,000 

130,000,000 

67,320,424 

72,000,000 
{4,679,576} 

67,320,424 

6 

;·"'<··' . . ,,., 

2011 
HK$ 

124,159,607 
960,000 

125,119,607 

181,165 

302,564,455 

302,745,620 

18,822,523 
273,000,000 

13,800,000 
23,653,032 

329,275,555 

{26,529,935} 

98,589,672 

983,167 

75,725,000 

76,708,167 

21,881,505 

24,000,000 
{2,118,495} 

21,881,505 

~~,_J ( . ~ 
Director Director 

f 

tl f) s ~~ 

DMW
Highlight
The founder member is Asia International School Limited, incorporated in the Cayman Islands.
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HARROW INTERNATIONAL SCHOOL (HONG KONG) LIMITED 
STATEMENT OF CHANGES IN FUNDS AND RESERVES 
FOR THE YEAR ENDED 31 JULY 2012 
.·.-·,.·· ., ·.-- -~ .· .. ·' - : ~---~ ' . . . :• _- -·· ., .. 

Capital General 
reserve fund Total 
HK$ HK$ HK$ 

At I August 20 I 0 (247,898) (247,898) 

Issuance of corporate capital certificates 24,000,000 24,000,000 

Total comprehensive deficit for the year (I ,870,597) (I ,870,597) 

Changes in funds and reserves for the year 24,000,000 (1,870,597) 22,129,403 

At 31 July 2011 and I August 2011 24,000,000 (2, 118,495) 21,881,505 

Issuance of corporate capital certificates 48,000,000 48,000,000 

Total comprehensive deficit for the year (2,561,081) (2,561,081) 

Changes in funds and reserves for the year 48,000,000 (2,561,081) 45,438,919 

At 31 July 2012 72,000,000 { 4,679,576} 67,320,424 

f:l (J t, 1-l 



HARROW INTERNATIONAL SCHOOL (HONG KONG) LIMITED 
STATEMENT OF CASH FLOWS 
FOR THE YEAR ENDED 31 JULY 2012 

CASH FLOWS FROM OPERATING ACTIVITIES 

Deficit for the year 
Adjustments for: 

Depreciation 
Interest income 

Operating deficit before working capital changes 
Increase in prepayments, deposits and other receivables 
Increase in accruals and other payables 
Increase in due to founder member 
Increase in due to a related company 

Net cash generated from operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 

Additions to property, plant and equipment 
Increase in restricted bank balances 
Interest received 

Net cash used in investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES 

Proceeds from issue of capital certificates 
Proceeds from issue of individual debentures 
Bank loan raised 
Refunds of capital certificates 
Refunds of individual debentures 
Repayment of finance lease payables 

Net cash generated from financing activities 

NET (DECREASE)IINCREASE IN CASH AND CASH 
EQUIVALENTS 

CASH AND CASH EQUIVALENTS AT BEGINNING 
OF YEAR 

CASH AND CASH EQUIVALENTS AT END OF YEAR 

ANALYSIS OF CASH AND CASH EQUIVALENTS 

Bank and cash balances 

2012 
HK$ 

(2,561,081) 

84,216 
(12,574} 

(2,489,439) 
(14,444,664) 
84,764,553 

263,917 
48,362,861 

116,457,228 

(495,010,825) 
(176,689, 770) 

12,574 

(671,688,021} 

288,000,000 

130,000,000 
(39,000,000) 

(600,000) 
(75, 725,000} 

302,675,000 

(252,555, 793) 

302,564,455 

50,008,662 

50,008,662 

2011 
HK$ 

8 

(1,870,597) 

5,369 
(1 ,287} 

(1,866,515) 
(1,106,165) 
19,364,337 
15,947,473 

32,339,130 

( 40,580,562) 

1,287 

{40,579,275} 

300,000,000 
16,200,000 

(3,000,000) 
(2,400,000) 

310,800,000 

302,559,855 

4,600 

302,564,455 

302,564,455 

(l (l (-; (l 



HARROW INTERNATIONAL SCHOOL (HONG KONG) LIMITED 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 JULY 2012 

" ·.-.... "'';', .. 

1. GENERAL INFORMATION 

9 

The Foundation was incorporated in Hong Kong as a company with limited liability 
by guarantee and not having share capital under the Hong Kong Companies Ordinance. 
The address of its registered office and its principal place of activities is Suite 2306, 
23rd Floor, Office Tower, Convention Plaza, 1 Harbour Road, Wanchai, Hong Kong. 

The Foundation was engaged in establishing and holding of an intemational boarding 
school in Hong Kong during the year. 

2. GOING CONCERN BASIS 

As at 31 July 2012 the Foundation had net current liabilities of HK$422,213,792. 
This condition indicates the existence of a material uncertainty which may cast 
significant doubt on the Foundation's ability to continue as a going concern. 
Therefore, the Foundation may be unable to realise its assets and discharge its 
liabilities in the normal course of business. 

The fmancial statements have been prepared on a going concem basis, the validity of 
which depends upon the financial support of the founder member, at a level sufficient 
to finance the working capital requirements of the Foundation. The founder member 
has agreed to provide adequate funds for the Foundation to meet its liabilities as they 
fall due. The directors are therefore of the opinion that it is appropriate to prepare 
the financial statements on a going concern basis. 

3. ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL 
REPORTING STANDARDS 

In the current year, the Foundation has adopted all the new and revised International 
Financial Reporting Standards ("IFRSs") that are relevant to its operations and 
effective for accounting year beginning on 1 August 2011. IFRSs comprise 
International Financial Repotting Standards; International Accounting Standards and 
Interpretations. The adoption of these new and revised IFRSs did not result in 
significant changes to the Foundation's accounting policies, presentation of the 
Foundation's financial statements and amounts reported for the current and prior 
years. 



HARROW INTERNATIONAL SCHOOL (HONG KONG) LIMITED 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 JULY 2012 
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3. ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL 
REPORTING STANDARDS (CONT'D) 

The Foundation has not applied the new IFRSs that have been issued but are not yet 
effective. The Foundation has already commenced an assessment of the impact of 
these new IFRSs but is not yet in a position to state whether these new IFRSs would 
have a material impact on its results of operations and financial position. 

4. SIGNIFICANT ACCOUNTING POLICIES 

These financial statements have been prepared in accordance with IFRSs issued by the 
International Accounting Standards Board, accounting principles generally accepted in 
Hong Kong and the applicable disclosures required by the Hong Kong Companies 
Ordinance. 

These financial statements have been prepared under the historical cost convention. 

The preparation of financial statements in conformity with IFRSs requires the use of 
certain key assumptions and estimates. It also requires the directors to exercise their 
judgements in the process of applying the accounting policies. The areas involving 
critical judgements and areas where assumptions and estimates are significant to these 
financial statements are disclosed in note 5 to the financial statements. 

The significant accounting policies applied in the preparation of these financial 
statements are set out below. 

(a) Foreign currency translation 

(i) Functional and presentation currency 

Items included in the financial statements are measured using the 
cun·ency of the primary economic environment in which the 
Foundation operates (the "functional currency"). The financial 
statements are presented in Hong Kong dollars, which is the 
Foundation's functional and presentation currency. 



HARROW INTERNATIONAL SCHOOL (HONG KONG) LIMITED 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 JULY 2012 

· ... : .. 

4. SIGNIFICANT ACCOUNTING POLICIES (CONT'D) 

(a) Foreign currency translation (cont'd) 

(ii) Transactions and balances in the financial statements 

11 

Transactions in foreign currencies are translated into the functional 
currency on initial recognition using the exchange rate prevailing on 
translation date. Monetary assets and liabilities in foreign currencies 
are translated at the exchange rates at the end of the reporting period. 
Gains and losses resulting from this translation policy are recognised in 
the statement of income and expenditure. 

(b) Property, plant and equipment 

Property, plant and equipment are stated at cost less accumulated depreciation 
and impairment losses. 

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

Depreciation of property, plant and equipment is calculated at rates sufficient 
to write off their cost less their residual values over the estimated useful lives 
on a straight-line basis. The principal useful lives are as follows: 

Furniture and fixtures 3 years 
Computers 3 years 

The residual values, useful lives and depreciation method are reviewed and 
adjusted, if necessary, at the end of each reporting period. 

Construction in progress represents buildings under construction, and is stated 
at cost less impairment losses. Depreciation begins when the relevant assets 
are available for use. 

The gain or loss on disposal of property, plant and equipment is the difference 
between the net sales proceeds and the carrying amount of the relevant asset, 
and is recognised in the statement of income and expenditure. 



12 
HARROW INTERNATIONAL SCHOOL (HONG KONG) LIMITED 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 JULY 2012 

' ·, .; . . ·' 

4. SIGNIFICANT ACCOUNTING POLICIES (CONT'D) 

(c) Leases 

(i) Operating leases 

Leases that do not substantially transfer to the Foundation all the risks 
and rewards of ownership of assets are accounted for as operating 
leases. Lease payments (net of any incentives received from the 
lessor) are recognised as an expense on a straight-line basis over the 
lease term. 

(ii) Finance leases 

Leases that substantially transfer to the Foundation all the risks and 
rewards of ownership of assets are accounted for as finance leases. At 
the commencement of the lease term, a finance lease is capitalised at 
the lower of the fair value of the leased asset and the present value of 
the minimum lease payments, each determined at the inception of the 
lease. 

The corresponding liability to the lessor is included in the statement of 
financial position as finance lease payable. Lease payments are 
apportioned between the finance charge and the reduction of the 
outstanding liability. The fmance charge is allocated to each period 
during the lease term so as to produce a constant periodic rate of 
interest on the remaining balance of the liability. 

Assets under finance leases are depreciated the same as owned assets. 

~)~)(-;4 



HARROW INTERNATIONAL SCHOOL (HONG KONG) LIMITED 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 JULY 2012 

·'. ·' ·, 

4. SIGNIFICANT ACCOUNTING POLICIES (CONT'D) 

(d) Recognition and derecognition of financial instruments 

13 

Financial assets and financial liabilities are recognised in the statement of 
financial position when the Foundation becomes a party to the contractual 
provisions of the instruments. 

Financial assets are derecognised when the contractual rights to receive cash 
flows from the a~sets expire; the Foundation transfers substantially all the risks 
and rewards of ownership of the assets; or the Foundation neither transfers nor 
retains substantially all the risks and rewards of ownership of the assets but 
has not retained control on the assets. On derecognition of a financial asset, 
the difference between the asset's carrying amount and the sum of the 
consideration received and the cumulative gain or loss that had been 
recognised in other comprehensive income is recognised in the statement of 
income and expenditure. 

Financial liabilities are derecognised when the obligation specified in the 
relevant contract is discharged, cancelled or expires. The difference between 
the carrying amount of the financial liability derecognised and the 
consideration paid is recognised in the statement of income and expenditure. 

(e) Receivables 

Receivables are non-derivative financial assets with fixed or determinable 
payments that are not quoted in an active market and are recognised initially at 
fair value and subsequently measured at amortised cost using the effective 
interest method, less allowance for impairment. An allowance for 
impairment of receivables is established when there is objective evidence that 
the Foundation will not be able to collect all amounts due according to the 
original terms of receivables. The amount of the allowance is the difference 
between the receivables' carrying amount and the present value of estimated 
future cash flows, discounted at the effective interest rate computed at initial 
recognition. The amount of the allowance is recognised in the statement of 
income and expenditure. 

Impairment losses are reversed in subsequent periods and recognised in the 
statement of income and expenditure when an increase in the receivables' 
recoverable amount can be related objectively to an event occurring after the 
impairment was recognised, subject to the restriction that the carrying amount 
of the receivables at the date the impairment is reversed shall not exceed what 
the amortised cost would have been had the impahment not been recognised. 



HARROW INTERNATIONAL SCHOOL (HONG KONG) LIMITED 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 JULY 2012 

4. SIGNIFICANT ACCOUNTING POLICIES (CONT'D) 

(f) Cash and cash equivalents 

14 

For the purpose of the statement of cash flows, cash and cash equivalents 
represent cash at bank and on hand, demand deposits with banks and other 
financial institutions, and short-term highly liquid investments which are 
readily conve1tible into known amounts of cash and subject to an insignificant 
risk of change in value. 

(g) Financial liabilities and equity instruments 

Financial liabilities and equity instruments are classified according to the 
substance of the contractual arrangements entered into and the definitions of a 
financial liability and an equity instrument under IFRSs. An equity 
instrument is any contract that evidences a residual interest in the assets of the 
Foundation after deducting all of its liabilities. The accounting policies 
adopted for specific financial liabilities and equity instruments are set out 
below. 

(h) Borrowings 

Borrowings are recognised initially at fair value, net of transaction costs 
incurred, and subsequently measured at amortised cost using the effective 
interest method. 

Borrowings are classified as current liabilities unless the Foundation has an 
unconditional right to defer settlement of the liability for at least 12 months 
after the reporting period. 

(i) Payables 

Payables arc stated initially at their fair value and subsequently measured at 
amortised cost using the effective interest method unless the effect of 
discounting would be immaterial, in which case they are stated at cost. 

(j) Equity instruments 

Equity instruments issued by the Foundation are recorded at the proceeds 
received, net of direct issue costs. 



HARROW INTERNATIONAL SCHOOL (HONG KONG) LIMITED 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 JULY 2012 

4. SIGNIFICANT ACCOUNTING POLICIES (CONT'D) 

(k) Capital Certificates 

15 

Individual capital certificates are initially recognised as current liabilities at 
their fair value and subsequently credited as capital reserve when the first child 
nominated by first individual capital certificate holder has commenced school 
at the international boarding school held by the Foundation. 

Corporate capital certificates are credited as capital reserve. 

Details of the capital certificates are set out in note 15 to the financial 
statements. 

(I) Individual debentures 

Individual debentures are initially recognised as current liabilities and are 
subsequently classified as non-current liabilities when the first child 
nominated by first individual debenture holder has commenced school at the 
international boarding school held by the Foundation. 

Details of the individual debentures are set out in note 16 to the financial 
statements. 

(m) Revenue recognition 

Revenue is measured at the fair value of the consideration received or 
receivable and is recognised when it is probable that the economic benefits 
will flow to the Foundation and the amount of revenue can be measured 
reliably. 

Donation is recognised as income on cash basis. 

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



HARROW INTERNATIONAL SCHOOL (HONG KONG) LIMITED 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 JULY 2012 

4. SIGNIFICANT ACCOUNTING POLICIES (CONT'D) 

(n) Employee benefits 

(i) Employee leave entitlements 

16 

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

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

(ii) Pension obligations 

The Foundation contributes to defined contribution retirement schemes 
which are available to all employees. Contributions to the schemes 
by the Foundation and employees are calculated as a percentage of 
employees' basic salaries. The retirement benefit scheme cost 
charged to statement of income and expenditure represents 
contributions payable by the Foundation to the funds. 

(iii) Termination benefits 

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

( o) Borrowing costs 

Borrowing costs directly attributable to the acquisition, construction or 
production of qualifying assets, which are assets that necessarily take a 
substantial period of time to get ready for their intended use or sale, are 
capitalised as part of the cost of those assets, until such time as the assets are 
substantially ready for their intended use or sale. Investment income earned 
on the temporary investment of specific bonowings pending their expenditure 
on qualifying assets is deducted from the borrowing costs eligible for 
capitalisation. 



HARROW INTERNATIONAL SCHOOL (HONG KONG) LIMITED 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 JULY 2012 

4. SIGNIFICANT ACCOUNTING POLICIES (CONT'D) 

(o) Borrowing costs (cont'd) 

17 

To the extent that funds are borrowed generally and used for the purpose of 
obtaining a qualifying asset, the amount of borrowing costs eligible for 
capitalisation is determined by applying a capitalisation rate to the 
expenditures on that asset. The capitalisation rate is the weighted average of 
the botTowing costs applicable to the borrowings of the Foundation that are 
outstanding during the period, other than borrowings made specifically for the 
purpose of obtaining a qualifying asset. 

All other borrowing costs are recognised in the statement of income and 
expenditure in the period in which they are incurred. 

(p) Related parties 

A related party is a person or entity that is related to the Foundation. 

(A) A person or a close member of that person's family is related to the 
Foundation if that person: 

(i) has control or joint control over the Foundation; 

(ii) has significant influence over the Foundation; or 

(iii) is a member of the key management personnel of the 
Foundation or of a parent of the Foundation. 

(B) An entity is related to the Foundation if any of the following conditions 
applies: 

(i) The entity and the Foundation are members of the same group 
(which means that each parent, subsidiary and fellow subsidiary 
is related to the others). 

(ii) One entity is an associate or joint venture of the other entity (or 
an associate or joint venture of a member of a group of which 
the other entity is a member). 



HARROW INTERNATIONAL SCHOOL (HONG KONG) LIMITED 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 JULY 2012 
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4. SIGNIFICANT ACCOUNTING POLICIES (CONT'D) 

(p) Related parties ( cont' d) 

18 

.. ,._ 

(B) An entity is related to the Foundation if any of the following conditions 
applies: (cant' d) 

(iii) Both entities are joint ventures of the same third party. 

(iv) One entity is a joint venture of a third entity and the other entity 
is an associate of the third entity. 

(v) The entity is a post-employment benefit plan for the benefit of 
employees of either the Foundation or an entity related to the 
Foundation. If the Foundation is itself such a plan, the 
sponsoring employers are also related to the Foundation. 

(vi) The entity is controlled or jointly controlled by a person 
identified in (A). 

(vii) A person identified in (A)(i) has significant influence over the 
entity or is a member of the key management personnel of the 
entity (or of a parent of the entity). 

( q) Impairment of assets 

At the end of each reporting period, the Foundation reviews the carrying 
amounts of its tangible assets other than receivables to determine whether 
there is any indication that those assets have suffered an impairment loss. If 
any such indication exists, the recoverable amount of the asset is estimated in 
order to determine the extent of any impairment loss. Where it is not 
possible to estimate the recoverable amount of an individual asset, the 
Foundation estimates the recoverable amount of the cash-generating unit to 
which the asset belongs. 

Recoverable amount is the higher of fair value less costs to sell and value in 
use. In assessing value in use, the estimated future cash flows are discounted 
to their present value using a pre-tax discount rate that reflects current market 
assessments of the time value of money and the risks specific to the asset. 
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4. SIGNIFICANT ACCOUNTING POLICIES (CONT'D) 

(q) Impairment of assets (cont'd) 

If the recoverable amount of an asset or cash-generating unit is estimated to be 
less than its carrying amount, the carrying amount of the asset or 
cash-generating unit is reduced to its recoverable amount. An impairment 
loss is recognised immediately in the statement of income and expenditure, 
unless the relevant asset is carried at a revalued amount, in which case the 
impairment loss is treated as a revaluation decrease. 

Where an impairment loss subsequently reverses, the carrying amount of the 
asset or cash-generating unit is increased to the revised estimate of its 
recoverable amount, but so that the increased carrying amount does not exceed 
the carrying amount that would have been determined (net of amortisation or 
depreciation) had no impairment loss been recognised for the asset or 
cash-generating unit in prior years. A reversal of an impairment loss is 
recognised immediately in the statement of income and expenditure, unless the 
relevant asset is canied at a revalued amount, in which case the reversal of the 
impairment loss is treated as a revaluation increase. 

(r) Provisions and contingent liabilities 

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

Where it is not probable that an outflow of economic benefits will be required, 
or the amount cannot be estimated reliably, the obligation is disclosed as a 
contingent liability, unless the probability of outflow is remote. Possible 
obligations, whose existence will only be confirmed by the occunence or 
non-occunence of one or more future events are also disclosed as contingent 
liabilities unless the probability of outflow is remote. 
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Events after the reporting period that provide additional information about the 
Foundation's position at the end of the reporting period or those that indicate 
the going concern assumption is not appropriate are adjusting events and are 
reflected in the financial statements. Events after the repmting period that are 
not adjusting events are disclosed in the notes to the financial statements when 
material. 

5. CRITICAL JUDEGEMENTS AND KEY ESTIMATES 

Critical judgements in applying accounting policies 

In the process of applying the accounting policies, the directors have made the 
following judgements that have the most significant effect on the amounts recognised 
in the financial statements. 

(a) Going concern basis 

These financial statements have been prepared on a going concern basis, the 
validity of which depends upon the financial support of the founder member at 
a level sufficient to finance the working capital requirements of the 
Foundation. Details are explained in note 2 to financial statements. 

(b) Classifications of capital certificates and individual debentures 

Capital certificates and individual debentures are classified as current or 
non-current liabilities or capital reserve in the financial statements. In making 
these classifications, the Foundation evaluates, among other factors, the terms 
and conditions of each capital certificate and individual debenture, any present 
obligations to the holders of such instruments and the Foundation's right and 
authority. Such classification requires significant judgement. The directors 
believe that the classification of capital certificates and individual debentures 
as set out in notes 15 and 16 to the financial statements is a fair presentation in 
accordance with the IFRSs. 
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6. FINANCIAL RISK MANAGEMENT 
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The Foundation's activities expose it to a variety of financial risks: foreign currency 
risk, credit risk, liquidity risk and interest rate risk. The Foundation's overall risk 
management programme focuses on the unpredictability of financial markets and 
seeks to minimise potential adverse effects on the Foundation's financial 
performance. 

(a) Foreign currency risk 

The Foundation has minimal exposure to foreign currency risk as most of its 
business transactions, assets and liabilities are principally denominated in 
Hong Kong dollars. 

The Foundation currently does not have a foreign currency hedging policy in 
respect of foreign cmTency transactions, assets and liabilities. The 
Foundation will monitor its foreign currency exposure closely and will 
consider hedging significant foreign currency exposure should the need arise. 

(b) Credit risk 

The carrying amount of the bank and cash balances and other receivables 
included in the statement of financial position represents the Foundation's 
maximum exposure to credit risk in relation to the Foundation's financial 
assets. 

The credit risk on bank and cash balances is limited because the eounterparties 
are banks with high credit-ratings assigned by international credit-rating 
agencies. 

(e) Liquidity risk 

The Foundation's policy is to regularly monitor current and expected liquidity 
requirements to ensure that it maintains sufficient reserves of cash to meet its 
liquidity requirements in the short and longer term. 

As at 31 July 2012 and 2011, the Foundation's financial liabilities is repayable 
on demand or within one year. 
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(d) Interest rate risk 
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The Foundation's exposure to interest-rate risk primarily arises from its bank 
deposits and bank bonowings. These deposits and bonowings bear interests 
at variable rates varied with the then prevailing market condition. 

At 31 July 2012, if interest rates at that date had been 10 basis points 
higher/lower with all other variables held constant, deficit for the year would 
have been HK$225,279 (2011: HK$301,761) lower/higher, arising mainly as a 
result of higher/lower bank interest income. 

(e) Categories of financial instruments at 31 July 

Financial assets: 
Loans and receivables (including 

cash and cash equivalents) 

Financial liabilities: 
Financial liabilities at amortised cost 

(f) Fair values 

W1 
HK$ 

241,718,261 

793,491,173 

2011 
HK$ 

303,148,620 

404,648,722 

The carrying amount of the Foundation's financial assets and financial 
liabilities as reflected in the statement of financial position approximately their 
respective fair values. 
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No provision for Hong Kong Profits Tax is required since the Foundation, being a 
charitable organisation, is exempt from tax under Section 88 of the Inland Revenue 
Ordinance (Cap.112). 

8. DEFICIT FOR THE YEAR 

The Foundation's deficit for the year is stated after charging the following: 

Auditor's remuneration 
Depreciation 
Directors' emoluments 
Operating lease charges 
Staff costs 

Salaties, bonus and allowances 
Retirement benefits scheme contributions 
Less: amount included in cost of construction in 

progress 

2012 
HK$ 

32,000 
84,216 

553,502 

2011 
HK$ 

30,000 
5,369 

33,917 

·I~~~J 
''":i(3,f!il. ;~6.?)' 

32,466 
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PROPERTY, PLANT AND EQUIPMENT 

Furniture 
and Construction 

fixtures Com2uters in erogress Total 
HK$ HK$ HK$ HK$ 

Cost 

At I August 20 I 0 7,859,414 7,859,414 
Additions 26,998 36,870 116,241,694 116,305,562 

At 31 July 2011 
and I August 2011 26,998 36,870 124,101,108 124,164,976 

Additions 6,271 779,287 494,225,267 495,010,825 

At 31 July 2012 33,269 816,157 618,326,375 619,175,801 

Accumulated depreciation 

At 1 August 2010 
Charge for the year 5,369 5,369 

At31 July2011 
and 1 August 2011 5,369 5,369 

Charge for the year 10,391 73,825 84,216 

At31 July2012 I 0,391 79,194 89,585 

Carrying amount 

At31 July2012 22,878 736,963 618,326,375 619,086,216 

At31 July2011 26,998 31,501 124,101,108 124,159,607 

As at 31 July 2012, constmction in progress represented the international boarding 
school situated in Tuen Mun, Hong Kong which is under development. 

At 31 July 2012, the Foundation's propetty, plant and equipment are pledged as a 
continuing security by way of first floating charge in respect of the banking facilities 
as set out in note 14 to the financial statement. 

During the year ended 31 July 2012, the borrowing costs capitalised as construction in 
progress amounted to HK$8,689,582 (2011: HK$983,167). 
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The Foundation's restricted bank balances represented bank balances pledged to 
secure banking facilities granted to the Foundation as set out in note 14 to the 
financial statements. The restricted bank balances are denominated in Hong Kong 
dollars and bear interest at floating rate. 

11. BANK AND CASH BALANCES 

As at 31 July 2012, the carrying amount of the Foundation's bank and cash balances 
are denominated in the following currencies: 

Hong Kong dollars 
United States dollars 
Canadian dollars 
British pounds 

2012 
HK$ 

48,647,260 
119,338 

11,557 
1,230,507 

50,008,662 

2011 
HK$ 

302,564,455 

302,564,455 

The Foundation's bank and cash balances are pledged as a continuing security by way 
of first floating charge in respect of the banking facilities as set out in note 14 in the 
financial statement. 

12. PREPAYMENT, DEPOSITS AND OTHER RECEIVABLES 

The Foundation's prepayment, deposits and other receivables are pledged as a 
continuing security by way of first floating charge in respect of the banking facilities 
as set out on note 14 to the financial statements. 

13. ACCRUALS AND OTHER PAYABLES 

Accruals 
Construction cost payables 
Retention payables 
Other payables 

2012 
HK$ 

1,400,915 
71,251,500 
31,330,000 

587,828 

I 04,570,243 

2011 
HK$ 

152,595 
12,873,800 
4,211,050 
2,568,245 

19,805,690 
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14. BANKLOAN 

Bank loan 

2012 
HK$ 

130,000,000 

2011 
HK$ 
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The bank loan is secured by restricted bank balances and continuing security by way 
of the first floating charge over the Foundation's property, plant and equipment, 
prepayment, deposits and other receivables and bank and cash balances and 
guarantees executed given by the founder member and a director of the founder 
member. 

The bank loan is repayable in February 2014 and is denominated in Hong Kong 
dollars. 

At 31 July 2012, the average interest rate is 2.8% above HIBOR. The bank loan is 
arranged at floating rates, thus exposing the Foundation to cash flow interest rate risk. 

At 31 July 2012, the Foundation had available HK$270,000,000 (2011: HK$Nil) of 
undrawn borrowing facilities. 

15. CAPITAL CERTIFICATES 

Capital certificate entitles each individual holder or an employee of each corporate 
holder to nominate a child to attend the international boarding school held by the 
Foundation and confers priority on the nominated child in the admission process. The 
capital certificates are unsecured and non-interest-bearing. The movement in the 
capital certificates is as follows: 

Individual Corporate 
capital capital 

certificates certificates Total 
HK$ HK$ HK$ 

At I August 2011 273,000,000 24,000,000 297,000,000 
Issued during the year 240,000,000 48,000,000 288,000,000 
Refunded during the year (39,000,000) (39,000,000) 

At 31 July 2012 474,000,000 72,000,000 546,000,000 
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2012 
HK$ 

Analysed as: 
Cun-ent liabilities 474,000,000 
Capital reserve 72,000,000 

546,000,000 

(a) Individual capital certificates 
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2011 
HK$ 

273,000,000 
24,000,000 

297,000,000 

Individual capital certificate is refundable at its face value in the following 
events: 

The first nominated child by the first individual capital certificate 
holder has never been offered a place to attend the international 
boarding school held by the Foundation or does not propose to 
commence school; or 

Upon the winding up, liquidation or dissolution of the Foundation. 

The individual capital cettificate is transferrable, subject to the approval of the 
Foundation. 

Individual capital certificate is initially recognised as current liabilities and is 
subsequently credited to the capital reserve when the first nominated child by 
the first individual capital certificate holder has commenced school. 

(b) Corporate capital certificates 

Corporate capital certificate is transferrable, subject to the approval of the 
Foundation. 

Corporate capital certificate is refundable only upon the winding up, 
liquidation or dissolution of the Foundation. Corporate capital certificate is 
credited directly to capital reserve. 
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Individual debenture entitles the holder to nominate a child to attend the international 
boarding school held by the Foundation and confers priority on the nominated child in 
the admission process. The individual debenture is unsecured and 
non-interest-bearing. 

Individual debenture is not transferrable but refundable at face value in the following 
events: 

(a) the nominated child has never been offered a place to attend the international 
boarding school held by the Foundation or commenced school; 

(b) for students entering the international boarding school held by the Foundation 
before Year 9, six years after the commencement date of the academic year 
during which the nominated child first became a student of the international 
boarding school held by the Foundation or three months after the date the 
student ceases to be a student of the school, whichever is later; or 

(c) for students entering the international boarding school held by the Foundation 
in Year 9 or above, three months after the date the student actually completes 
Year 13 at the international boarding school held by the Foundation. 

The movement of the individual debentures is as follows: 

2012 2011 
HK$ HK$ 

At beginning of year 13,800,000 
Issued during the year 16,200,000 
Refunded during the year (600,000) (2,400,000) 

At end of year 13,200,000 13,800,000 

17. DUETOFOUNDERMEMBER/ A RELATED COMPANY 

The amounts due are unsecured, interest free and has no fixed repayment terms. 
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(a) The amounts of the Foundation's funds and reserves and movements therein 
are presented in the statement of income and expenditure and statement of 
changes in funds and reserves. 

(b) Nature and purpose of reserves 

Capital reserve comprises contribution from the holders of capital certificates 
for the construction of the Foundation's international boarding school and the 
additions, enhancement and replacements of the school facilities. 

No distributions of funds and reserves shall be made by way of dividends to 
the member of the Foundation. Upon winding up or dissolution of the 
Foundation, any remains after the satisfaction of its debts and liabilities and 
payment of capital certificates shall be given to other institutions having 
objects similar to those of the Foundation. 

19. CAPITAL COMMITMENTS 

The Foundation's capital commitments at the end of the repmting period are as 
follows: 

Property, plant and equipment 
Contracted but not provided for 

2012 
HK$ 

129,473,542 

2011 
HK$ 

590,808,709 
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At 31 July 2012 the total future minimum lease payments under non-cancellable 
operating leases are payable as follows: 

Within one year 
In the second to fifth years inclusive 

2012 
HK$ 

60,150 

60,150 

2011 
HK$ 

300,000 
275,000 

575,000 

Operating lease payments represent rentals payable by the Foundation for its staff 
quarter. Leases are negotiated for an average terms of two years and rentals are fixed 
over the lease terms and do not include contingent rentals. 

21. RELATED PARTY TRANSACTIONS 

In addition to those related party transactions and balances disclosed elsewhere in the 
financial statements, the Foundation had the following transactions with its related 
parties during the year. 

General and administrative charges received from a 
related company 

Staff costs charges received from a related company 

2012 
HK$ 

1,026,524 
3,455,066 

2011 
HK$ 

Charges on general and administrative expenses and staff costs received from a 
related company are agreed at a basis of routine operating costs of the international 
boarding school made by the related company. 

22. APPROVAL OF FINANCIAL STATEMENTS 

The financial statements were approved and authorised for issue by the Board of 
Directors on 20 December 2012. 
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