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The English Schools Foundation
Year ended 31 August 2018

Report of the Board of Governors

The Board of Governors (“the Board”) have pleasure in submitting their annual report
together with the audited consolidated financial statements for the year ended 31 August
2018.

Principal place of business

The English Schools Foundation (“the Foundation”) is a subvented organisation
incorporated in Hong Kong under The English Schools Foundation Ordinance and has
its office and principal place of business at 25/F, 1063 King’'s Road, Quarry Bay, Hong
Kong.

Principal activity

The principal activity of the Foundation and its subsidiary (“the Group”) is to own,
manage, administer and operate schools to provide a modern liberal education through
the medium of English language. In note 9, the Group sets out the principal activities
and other particulars of the Foundation’s subsidiary. The Foundation and its subsidiary
are exempt from taxation pursuant to section 88 of the Hong Kong Inland Revenue
Ordinance.

Financial statements

The surplus of the Group for the year ended 31 August 2018 and the state of the Group’s
affairs as at that date are set out in the consolidated financial statements on pages 4 to
55.

Transfer to reserves

The Group has transferred the surplus for the year of HK$214.1 million (2017: HK$213.4
million) to reserves.

At 31 August 2018, the Group’s reserves amounted to HK$2,004.9 million (2017:
HK$1,782.5 million), being the excess of assets over liabilities. The Group sets out
details of the reserves in note 23 and the statement of changes in reserves.

Under the terms of The English Schools Foundation Ordinance, no dividend or bonus
whatsoever can be paid and no gift or division of money or any property whatsoever can
be made by or on behalf of the Foundation to any of the officers or employees of the
Foundation, any of the members of the Board or any of the students of the schools of the
Foundation except by way of prize, reward or special grant or in the case of an employee
of the Foundation, by way of a dividend or bonus payable under a contract of
employment.



The English Schools Foundation
Year ended 31 August 2018

Fixed assets

Fixed assets include buildings and building improvements, leasehold improvements,
furniture and equipment of the Group’s schools, offices and investment properties. At 31
August 2018, the net book value of the fixed assets was HK$1,993.8 million (2017:
HK$1,841.3 million) and the depreciation charge for the year then ended was HK$190.0
million (2017: HK$166.5 million); see note 5 to the financial statements for details of
movements in fixed assets.

Members of the Board

The members of the Board during the financial year and up to the date of this report are:

Abraham Shek (Chairman)

Paul Varty (Vice-chairman) (elected by members of the Board on
3 December 2018)

Samuel Houston (Treasurer)

Alec Tong

Christine Meaney

Dayna Lim Cheung

Francis Carroll

Harry Brown

Kumar Ramanathan

Nirmala Rao

Shareen Hellen

Virginia Morris

Benny Ng (nominated by the Nominating Committee
on 11 October 2017)

Bob Priest (elected by the Committee of Support Staff
on 28 November 2016 and resigned on
10 June 2018)

Connie Liu (retired on 25 November 2016 and elected by

parents of students of schools of the Foundation,
Renaissance College and Discovery College on
27 September 2017)

Craig Sanderson (elected by parents of students of schools of the
Foundation, Renaissance College and Discovery
College on 27 September 2017)

Denise Kee (nominated by the Nominating Committee on
16 May 2018)

George Tibbetts (elected by the Committee of Support Staff on
23 March 2018)

Gregory Lo (elected by the Committee of School Council
Chairmen on 28 September 2017)

Neville Shroff (nominated by the Nominating Committee on
16 May 2018)

Marcos Bertamini (elected by parents of students of schools of the

Foundation, Renaissance College and Discovery
College on 27 September 2017)

Mike Hudson (elected by the Committee of School Council
Chairmen on 28 September 2017)
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Members of the Board (continued)

Paul Anderson (elected by the Committee of Teaching Staff on
20 September 2017)

Sean Wray (elected by the Committee of Teaching Staff on
19 September 2018)

Tom Patton (elected by parents of students of schools of the

Foundation, Renaissance College and Discovery
College on 5 October 2018)

York Chow (nominated by the Nominating Committee on
11 October 2017)
Alexander Chan (retired on 27 October 2017)
Amanda Barton (resigned on 30 August 2018)
Andrew Greene (resigned on 30 September 2017)
Dannis Au (resigned on 10 October 2018)
Judy Woo (retired on 12 September 2018)
P M Kam (retired on 27 October 2017)
Pauline Ng (Vice-chairman) (retired on 20 November 2018)
Ronald Abbott (retired on 23 September 2017)
Scarlett Mattoli (retired on 23 September 2017)
Schumann Tang (retired on 23 September 2017)
Belinda Greer (Chief Executive Officer, ex officio)

The term of office of a member, other than an ex officio member, shall be 3 years. A
member is eligible for re-nomination or re-election at the expiry of his term as a member,
but a person shall not serve as a member consecutively for more than 2 terms.

At no time during the year was the Group a party to any arrangement to enable the
members of the Board to acquire benefits by means of the acquisition of interest in the
Group or any other body corporate.

Auditors

KPMG retire and, being eligible, offer themselves for re-appointment. A resolution for
the re-appointment of KPMG as auditors of the Foundation has been proposed.

By order of the Board

Chairman

Hong Kong, 0 3 DEC 2018
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Statement of comprehensive income

for the year ended 31 August 2018
(Expressed in Hong Kong dollars)

The Group The Foundation
Note 2018 2017 2018 2017
$’'million $'million $’'million $’'million
Income
Operating income
Government grants 14 237.9 254.5 237.9 254.5
Tuition fees 2,015.0 1,870.7 1,427.6 1,320.9
Programme income 69.1 72.3 - -
Application fee income 12.8 13.3 9.6 9.7
Rental income 99.1 100.6 99.3 102.4
Donations 10.3 10.5 8.8 9.0
Interest income 10.5 7.1 11.0 7.1
Income from subsidiary
- From Development and
Operating Agreement - - 6.3 6.3
- Management and
administrative income - - 16.4 11.7
Transfer from previous
years’ scholarship fund
and hardship allowance
surplus 15(a) 2.0 4.9 - -
Miscellaneous income 14.0 20.1 3.4 5.0
2,470.7 2,354.0 1,819.3 1,726.6
Non-operating income
Individual nomination
rights 54.1 62.9 38.8 42.9
Amortisation of corporate
nomination rights 1.3 0.7 1.3 0.7
Non-refundable building
levy 16.3 14.9 - -
Non-refundable capital
levy 23.2 17.2 23.2 17.2
94.9 95.7 63.3 60.8
Total income 2,565.6 2,449.7 1,882.6 1,787.4
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Statement of comprehensive income

for the year ended 31 August 2018 (continued)

(Expressed in Hong Kong dollars)

The Group The Foundation
Note 2018 2017 2018 2017
$’'million $’million $'million $'million
Expenditure
Staff expenses
Basic salaries
- Professional 1,015.4 988.4 743.7 722.9
- Other staff 336.7 316.3 250.6 235.5
Gratuities and allowances 397.3 382.1 289.6 278.9
Accommodation 33.4 33.4 334 33.4
Medical expenses 47.8 449 35.8 34.1
Passage 2.4 2.5 1.9 1.8
2(a) 1,833.0 1,767.6 1,355.0 1,306.6
Other expenses
Depreciation on schools
and offices 179.0 1565.9 155.4 136.1
Repairs and maintenance 106.2 94.7 86.8 72.5
Other operating expenses 3 184.7 173.7 117.7 106.9
Scholarship fund and
hardship allowance 15 48.6 44 .4 1.6 0.8
518.5 468.7 361.5 316.3
Total expenses 2,351.5 2,236.3 1,716.5 1,622.9
Surplus for the year 2 2141 213.4 166.1 164.5
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Statement of comprehensive income

for the year ended 31 August 2018 (continued)
(Expressed in Hong Kong dollars)

The Group The Foundation
Note 2018 2017 2018 2017
$’'million $’million $’'million $'million
Surplus for the year 2141 213.4 166.1 164.5
Other comprehensive
income for the year
Item that will not be
reclassified to surplus
or deficit:
Remeasurement of net
aefined benefit scheme
assets 6(b)(v) 8.3 11.9 8.3 11.9
Total comprehensive
income for the year 222.4 225.3 174.4 176.4
Represented by:
Operating surplus 127.5 129.6 111.1 115.6
Capital fund surplus 94.9 95.7 63.3 60.8
222.4 225.3 174.4 176.4

The notes on pages 14 to 55 form part of these financial statements.



Statement of financial position

as at 31 August 2018
(Expressed in Hong Kong dollars)

Note

Non-current assets

Fixed assets 5
- Investment

properties
— Other properties,

plant and

equipment

Defined benefit
retirement scheme 6
Loan to subsidiary 9

Current assets 7

Inventories
Rental, utility deposits
Prepayments
Loans to staff
Fees and other
receivables 8
Amount due from
subsidiary 9
Loan to subsidiary 9
Restricted cash 10
Deposits with original
maturities over three
months
Cash and cash
equivalents 11

The English Schools Foundation
Financial statements for the year ended 31 August 2018

The Group The Foundation
2018 2017 2018 2017
$’'million $'million $'million $'million
64.3 62.7 64.3 62.7
1,929.5 1,778.6 1,730.7 1,577.6
1,993.8 1,841.3 1,795.0 1,640.3
43.9 38.5 43.9 38.5
- - 442 51.0
2,037.7 1,879.8 1,883.1 1,729.8
0.9 1.0 - -
14.5 12.8 7.6 7.2
17.0 17.0 9.8 10.2
4.6 5.8 3.1 3.7
2.4 4.0 1.3 2.0
- - - 121
- - 6.8 -
27 2.6 - -
718.8 649.0 623.9 557.1
313.7 239.8 237.9 172.3
1,074.6 932.0 890.4 764.6




Statement of financial position

as at 31 August 2018 (continued)
(Expressed in Hong Kong dollars)

Current liabilities

Fees received in
advance

Nomination rights
received in advance

Provision to meet staff
conditions of service

Accounts payables and
accruals

Scholarship fund and
hardship allowance

Obligations under
finance leases

Refundable capital
levy

Debenture

Deferred income

- Non-refundable

building levy
- Non-refundable
capital levy

Corporate nomination

rights

Net current assets

Total assets less
current liabilities

Note

21

12

13

15

16

17

18

19

20

22

The English Schools Foundation

Financial statements for the year ended 31 August 2018

The Group The Foundation
2018 2017 2018 2017
$'million $'million $'million $’'million
196.8 175.8 93.6 75.8
6.9 5.4 6.6 4.9
113.4 109.3 86.1 84.2
296.6 273.2 296.7 235.3
50.8 50.2 30.1 314
0.7 0.5 0.7 0.5
18.1 19.1 18.1 19.1
6.8 6.6 - -
54 4.8 - -
14.7 11.1 14.7 11.1
1.8 0.8 1.8 0.8
712.0 656.8 548.4 463.1
362.6 275.2 342.0 301.5
2,400.3 2,155.0 2,2251 2,031.3
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Statement of financial position

as at 31 August 2018 (continued)
(Expressed in Hong Kong dollars)

The Group The Foundation
Note 2018 2017 2018 2017
$'million $’'million $'million $'million
Non-current
liabilities
Obligations under
finance leases 16 1.3 1.0 1.3 1.0
Refundable capital
levy 17 147.2 178.9 147 .2 178.9
Debenture 18 5.2 51 - -
Deferred income
- Non-refundable
building levy 19 38.5 35.1 - -
- Non-refundable
capital levy 20 163.4 130.3 163.4 130.3
Corporate nomination
rights 22 39.8 221 398 221
3954 372.5 351.7 332.3
NET ASSETS 2,004.9 1,782.5 1,873.4 1,699.0
RESERVES 23
General reserve 286.0 236.9 286.1 2704
Capital fund 2543 231.0 122.7 114.0
Building reserve 1,273.8 1,146.0 1,273.8 1,146.0
Schools reserves 190.8 168.6 190.8 168.6
2,004.9 1,782.5 1,873.4 1,699.0

Approved and authorised for issue by the Board of Governors on 0 3 DEC 2018

Members of the Board of Governors

N N N N N N

U i

The notes on pages 14 to 55 form part of these financial statements.



Statement of changes in reserves
for the year ended 31 August 2018

(Expressed in Hong Kong dollars)

The Group

At 1 September 2016

Surplus for the year

Transfers

Other comprehensive
income

Total comprehensive
income

At 31 August 2017
and 1 September
2017

Surplus for the year

Transfers

Other comprehensive
income

Total comprehensive
income

At 31 August 2018

The English Schools Foundation
Financial statements for the year ended 31 August 2018

General Capital Building Schools
reserve fund reserve reserves Total

(note 23(a)) (note 23(b)) (note 23(c))
$'million $’'million $’'million $'million $'million
1,213.2 183.4 - 160.6 1,557.2
78.9 95.7 - 38.8 213.4
(1,067.1) (48.1) 1,146.0 (30.8) -
11.9 - - - 1.9
(976.3) 47.6 1,146.0 8.0 225.3
236.9 231.0 1,146.0 168.6 1,782.5
69.9 94.9 - 49.3 2141
(29.1) (71.6) 127.8 (27.1) -
8.3 - - - 8.3
491 23.3 127.8 222 222.4
286.0 254.3 1,273.8 190.8 2,004.9
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Statement of changes in reserves
for the year ended 31 August 2018 (continued)

(Expressed in Hong Kong dollars)

The Foundation

At 1 September 2016

Surplus for the year

Transfers

Other comprehensive
income

Total comprehensive
income

At 31 August 2017
and 1 September
2017

Surplus for the year

Transfers

Other comprehensive
income

Total comprehensive
income

At 31 August 2018

The English Schools Foundation
Financial statements for the year ended 31 August 2018

General Capital Building Schools
reserve fund reserve reserves Total

(note 23(a)) (note 23(b)) (note 23(c))
$'million $'million $'million $’million $'million
1,273.3 88.7 - 160.6 1,522.6
64.9 60.8 - 38.8 164.5
(1,079.7) (35.5) 1,146.0 (30.8) -
11.9 - - - 11.9
(1,002.9) 25.3 1,146.0 8.0 176.4
270.4 114.0 1,146.0 168.6 1,699.0
53.5 63.3 - 49.3 166.1
(46.1) (54.6) 127.8 (27.1) -
8.3 - - - 8.3
15.7 8.7 127.8 22.2 174.4
286.1 122.7 1,273.8 190.8 1,873.4

The notes on pages 14 to 55 form part of these financial statements.
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Cash flow statement

for the year ended 31 August 2018
(Expressed in Hong Kong dollars)

The English Schools Foundation
Financial statements for the year ended 31 August 2018

The Group The Foundation
Note 2018 2017 2018 2017
$’'million $’million $’'million $’'million
Operating activities
Net cash generated
from operating
activities 11(b) 352.7 323.5 332.7 283.1
Investing activities
Payments for the
purchase of fixed
assets less capital
creditors (341.9) (255.6) (298.1) (207.3)
Increase in bank
deposits with original
maturities over three
months (69.8) (195.6) (66.8) (116.8)
Increase in deposits
pledged with bank (0.1) (0.3) - -
Interest received 10.5 71 11.0 71
Loan to subsidiary - - - (23.5)
Net cash used in
investing activities (401.3) (444.4) (353.9) (340.5)

12
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Cash flow statement

for the year ended 31 August 2018 (continued)
(Expressed in Hong Kong dollars)

The Group The Foundation
Note 2018 2017 2018 2017
$’'million $'million $'million $’million
Financing activities
Decrease in refundable _
capital levy 11(c) (32.7) (18.9) (32.7) (18.9)
Proceeds from issue of
nomination rights 11(c) 75.6 63.1 60.5 43.2
Proceeds from
non-refundable
building levy 11(c) 20.3 19.5 - -
Proceeds from non-
refundable capital levy 11(c) 59.9 59.4 59.9 59.4
Proceeds from issuance
of debenture 11(c) 0.3 0.5 - -
Capital element of
finance lease rentals
paid 11(c) (0.7) (0.5) (0.7) (0.5)
Interest element of
finance lease rentals
paid 11(c) (0.2) (0.1) (0.2) 0.1)
Net cash generated
from financing
activities 122.5 123.0 86.8 83.1
Net increase in cash
and cash equivalents 73.9 2.1 65.6 257
Cash and cash
equivalents at the
beginning of the year 239.8 237.7 172.3 146.6
Cash and cash
equivalents
at the end of the year 11(a) 313.7 239.8 237.9 172.3

The notes on pages 14 to 55 form part of these financial statements.
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The English Schools Foundation
Financial statements for the year ended 31 August 2018

Notes to the financial statements
(Expressed in Hong Kong dollars)

Background

The English Schools Foundation (“the Foundation”) is incorporated in Hong Kong under
The English Schools Foundation Ordinance. The Foundation has a wholly owned
subsidiary, ESF Educational Services Limited (“ESL”) (together referred to as “the
Group”). The Board of Governors of the Foundation (“the Board”) is responsible for the
preparation of consolidated financial statements.

The principal activity of the Group is to own, manage, administer and operate schools to
provide a modern liberal education through the medium of English language. The
principal activities and other particulars of the Foundation’s subsidiary are set out in
note 9 to the financial statements.

Surplus for the year

Surplus for the year is arrived at after charging/(crediting):

The Group The Foundation
Note 2018 2017 2018 2017
$'million $'million $'million $’'million
Staff costs
Contribution to defined
contribution
retirement schemes 37.3 374 27.2 27.2
Net defined benefit
retirement scheme
expenses 6(b)(v) 2.9 3.4 2.9 3.4
Retirement costs 40.2 40.8 30.1 30.6
Salaries, wages and
other benefits 1,792.8 1,726.8 1,324.9 1,276.0
1,833.0 1,767.6 1,355.0 1,306.6

14



(b)

The English Schools Foundation
Financial statements for the year ended 31 August 2018

Surplus for the year (continued)

The Group The Foundation
Note 2018 2017 2018 2017
$'million $'million $’'million $’'million

Other items

Gross rental income

from investment

properties (52.2) (52.1) (52.2) (52.1)
Direct rental outgoings

in respect of:

- investment
properties under
operating leases 25.7 246 25.7 246
- vacant investment
properties 2.0 2.3 2.0 2.3
Depreciation 5 190.0 166.5 166.4 146.7
Loss on disposals of
fixed assets 5.3 1.8 3.6 1.7
Operating lease
charges:
- equipment rentals 3 0.1 0.1 0.1 0.1
- property rentals 3 24.8 23.5 10.8 10.0

15
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Other operating expenses

The Group The Foundation
Note 2018 2017 2018 2017
$'million $’million $’'million $'million
Audit fees 1.2 1.1 0.9 0.8
Cost of goods sold 1.2 1.4 - -
Finance lease interest
expenses 0.2 0.1 0.2 0.1
Impairment loss of fees
and other receivables 0.8 0.6 0.6 0.4
Information technology
expenses 18.4 18.3 13.7 13.8
Insurance 5.8 7.0 3.8 4.8
Leased equipment
rentals 2(b) 0.1 0.1 0.1 0.1
Legal and professional
fees 8.7 24 8.1 1.0
Library 2.3 2.3 1.4 1.4
Net government rent
and rates 14(b) 2.6 1.9 1.7 0.8
Professional
development and
training 15.5 12.6 12.8 104
Property rentals: 2(b)
- minimum lease
payments 23.2 21.9 10.8 10.0
- contingent rentals 1.6 1.6 - -
Property management
fee 4.0 4.0 1.8 1.8
Public relations and
marketing expenses 8.3 6.3 5.8 4.1
Printing and stationery 6.2 7.3 4.6 5.3
Recruitment expenses 3.9 5.5 2.8 4.3
Teaching resources and
materials 34.8 34.1 20.0 18.8
Utilities 27.6 27.8 18.9 19.5
General expenses 18.3 17.4 9.7 9.5
184.7 173.7 117.7 106.9
Taxation

The Foundation and ESL are exempted from taxation pursuant to section 88 of the Hong
Kong Inland Revenue Ordinance.
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The English Schools Foundation
Financial statements for the year ended 31 August 2018

Fixed assets
Accounting policy

The Group records fixed assets other than construction in progress in the statement of
financial position at cost less related government grants, accumulated depreciation and
impairment losses.

Investment properties are land and/or buildings which are owned or held under a
leasehold interest (see note 27(e)) to earn rental income and/or for capital appreciation.
Rental income from investment properties is accounted for as described in note 27(c).

The Group records construction in progress at cost less related government grants and
impairment losses, and transfers it to other categories of fixed assets when substantially
all the activities necessary to prepare the assets for their intended use are completed.

The Group charges depreciation that is designed to write off the cost of fixed assets, less
related government grants and their estimated residual value, if any, using the straight-
line method over their estimated useful lives as follows:

- Buildings/investment properties 20 - 50 years
- Building improvements 10 - 20 years
- Leasehold improvements  Shorter of the lease term or useful life of 20 — 50 years
- Computer equipment 3 -5years
- Furniture and other equipment 5-10 years

Annually the Group reviews the estimated life of the assets and the estimates of residual
value. The Group states construction in progress at cost and it is not subject to any
depreciation charge. Where parts of an item of fixed assets have different useful lives,
the cost of the item is allocated on a reasonable basis between the parts and each part
is depreciated separately.

The Group adds subsequent expenditure relating to fixed assets that the Group has
already recognised to the carrying amount of the asset provided the Group considers
that it is probable that the Group will obtain future economic benefits, in excess of the
originally assessed standard of performance of the existing asset, from the expenditure.
All other subsequent expenditure is recognised as an expense in the year in which it is
incurred.

On the date of the retirement or disposal of an item of fixed assets, the Group

recognises the related gains and losses being the difference between the net disposal
proceeds and the carrying amount of the item.

17



8l

8°666'L €9 G'626'L 966 £l 1A 14174 0601 09 6162 6°6EL'L
(8829't) (L161) (L2e¥')) - (yop) (¥°99) (s'ov2) (9'vs) (8°0¢) (8'86) (z'v68)
Lyl 10 9vLL - €l LS v'9C - - - zi8
(0°061) (5°8) (s'181) - (5°g) (9°01) (5°09) (9°02) o) (8'6) (L'v8)
(5es5'L) (zz8l) (80.£'1) - (zzw) (s"19) (v'zee) (0've) (r'0g) (0'69) (¢7168)
(ze19) = (z€19) - = - - - (5°s¥) (2'82€) (0°6€2)
€/ - €L - - - ~ - - - €L
(5°029) = (5029) - - - - - (5°s¥) (2°82¢) (e ov2)
8'Gez'y v'65¢C ¥°086'c 9G6 1€9 80l 6'18Y 9651 €28 v6LL L'€L2'T
(8221) (z0) (9221) - (5°1) (e°2) (9°82) - - . (z06)
- zZ0oL (zo1) (6°0L€) 0L 0 8y ¥'601 - 9'96 6601
€8ve - £8ve 8'€€T ve 96 L2e 9¢C 80 - ¥'69
£GL0'Y y'sve 6'69.'c 1282 809 g6 0'sey 9Ly G'L8 8229 026L'Z
uoljjiw,$ uoliw,$ uol||iw,$ uol|iw,.$ uoliw,$ uoliw,$ uol||iw,$ uoliw,$
sajpadosd [ejo}-qns ssauboud ut . S18YJ0 pue abajj0n s/00Y0S Ssjuawanosdwy [SET R ] absjj0D S/00Y9S
juswjsanu| uonRoNISU0YD suauend Aisnoasig S, uopepuno pjoyasea] sispend A1an0asigx s,uoiepuno-
9 8bajj0D » 8bsjj00
souessieusy aouessieusy

8102 }snbny Lg papus Jeak ayj Joj sjuawIsje}s [ejouBUl
uonepuno sj00yas ysybu3 oYL

JuBWAINba pue aImuin

810z isnbny Lg IV

:anjeA )00q }3N

810z isnbny Lg Iy

s|esodsip uo }oeq-ajup
«Jeah ay} Joy abieyn

£10Z Jsquiaydas | I
:uoneidaidap paje|nwinddy
810z 1snbny ¢ v

s|esodsip uo }9eq-ajupA
/102 Jequiaides | v

:sjuelb Juawulanon

810z Isnbny L€ v

LSluawisnipe/sjesodsiq
ssaiboid

Ul UOIONJISUOD JO SI8jSuel]

suonippy

2102 1oquiaidas | v

13509

dnous ayy

(panunuo?) sjasse paxi4

(e)



6l

-KioBajes Juswdinbg pue ainyuind, Japun ,SISUl0o pue sisueny, ul papnjoul ale suauebiapuny s,dnolo) ay} 4o Juswdinba pue ainyuwINg ay) Jo UoneIda1dap Paje|NWNIJ. Paje|al PUe JS0D YL ..

“aW092Ul 9AISUsya1dwod JO Juswale)s ay) ul Ajsjesedas UMOYS a1 pue SSD1J0 pue S|ooyds uo uonerdaidep jussaidal sabieyo Buluiewsy
“aW0oUI BAISUSYaIdLLI0D JO JUSLISI.)S SU) Ul UOIIEPOLLLLIODDY, Ul PAPN[oul SIjunowe ay) “(Uoliw 9'01$ :2102) uoliw '} L$ Sem g0z Isnbny L papus Jeak ay} Joj dnoi ayj jo siapenb yo abieyo uoneaidaq ..

‘1eak ay) BuLNp SaN|BA 19B1)UCO [BU J8 SI0JOBIJUOD Y)IM SWIED JOBIUOD JO
uonesijeul Bumojio} paysnipe usaq SABY SaN|BA [BUY SJISSSE UONS "SSJBWIISe U0 paseq BujuoissIwLwod Jo awr ay) Je pasijelded s}osSe paxl) Ulelad o) 9je|al Sjesse paxiy jo uojeroaidap pue jsod uo sjuswysnipy

€18l

L29

9'8/L'L

Lzee 98l 0'9¢ 9zie g€l 9'G 1'602 ¥'¥50°L
(5e5s'1) (2z81) (8'028'}) - (zzy) (5°19) (vzze) (0ve) (ro€) (0°68) (e168)
802 - 802 - 60 L2 €6l - - - 6l
(5991) (18) (r'851) C (19 (e'6) (1ow) (9°9) (7o) (e°8) (9¢8)
(8'20%'1) (9v21) (zeez'l) - (0°8¢) (6°%5) (o161) (v'82) (0°0g) (2°08) (9°608)
(5°029) - (5°029) - - - - - (5°s¥) (£°82€) (e'o¥2)
€610t y'sve 6'69.'C 1282 809 616 0'seY 9Ly G'18 8'229 0z6L'e
(8'v2) - (8'v2) - (60 (82) (g91) (1) - (€0) (22
- - - (g92) - 1’0 L8 - - - G/
9eve - 9'eve 9’8yl R4 £l v'i2 v'0 2o - 1414
G'96L'€ y'sve 1’165’ oLl v'1S 6'98 187 0'6¥ €18 1'€29 8/zL'e
uoliw,$ uoliw,$ uol|jiw,$ uoljjiw,$ uol|jiw,$ uoljiw,$ uoljiw,$ uoliw,$ uoiw,$
1ejoy saiuadosd /ejoj-qns ssauboud u s SIOYJO puB absjj0D sjooyas sjuswanosdwi  SI18Yjo abajj0D sjooyss
Juswisenul uojanysuo) siapend Aienoosiqg s,uonepunoH pjoyssea] siapend Aisnoasig S, uoljepuno
» abajj0D ' abayj0D
aouessieusy aouessreusy

8L0Z JSnBny L& papus Jeak ay) Joj SjuSWSIE}S [BloueUl
uolyepuno sj0oyos ysybuz ayL

SjusWaA0Id W] BUlpjing pue sbuiping

£10zZ 1snbny L 1y

:anjea jooq }aN

210z 1snbny L¢3y

s|esodsIp uo }oeq-ajupA
«Je3A au) 1o} abieyn

910z Jequaldes | I
:uonerdaidap paje|nwnady

210z 1snbny L¢ pue
910z 1equaides | v

:sjueub Juswuianog

210z 1snbny Lg v

LSjuawisnipe/sjesodsiq
ssaiboid

Ul UOIONJISUOD JO SI3jsuel]

suonippy

910z Joquaidas | v

13509

(panunuo9) s)asse paxi4



0¢c

056.'1

L08L'L

y'gee .88

€9 0v6 ) €0 09 051 6'6EL°L
(5 ovs‘L) (L161) (reve’L) - (29¢) (9°6€) (59¥2) (6°12) (80¢€) (L'62) (z'¥68)
LLLL 10 9Ll - 60 L' v'9z - - - z18
(vr991) (5°8) (6°251) - (g¢€) (z0) (s°09) (6%1) (¥°0) (5v) (1'v8)
(8'g8¥'l) (zzsl) (1eoe'l) = (eve) (5zh) (v'zee) (0°2) (¥°0g) (z's2) (¢7168)
(reLv) - (rreLy) - - - - - (5°g¥) (6°881) (0'6€2)
€L - €L » - - - - - - €/
(2 08%) - (2 08p) - - - - - (5°s¥) (6°881) (e 9v2)
6'808'€ y's5¢ G'€55'E 0v6 Loy 6'6€ 6'18¥ 90LL €28 9'gey 1'€22'T
(ogzt) (z0) (8zeL) - (670 (1g) (9°82) - - - (z06)
- zol (zoL) (0°z92) 80 - 8y €20l - - 6'501
1'g2e - 1'6z¢ £zee 9¢C - 128 el 80 - ¥'69
8'909'c y'sve y1oe'e L'€EL 9'cy (R4 0'seY 0L G'18 9’6y 026L'T
uoliw.$ uolljiw,$ uoijjiw,$ uoliw,$ w,$ uoliw,$ uoyjiw,$ uol|iw.$ wg uotjjiw,$ uol|jiw,$
/ejol saipadoid 1ejoj-qns ssauboud ur suayjo pue absjj0n sjooyos Ssjuswanosdwy su8yjo pue abajj0D sjooyss
Jususanu| uononysuo) siapend fuanoasig S, uoliepuno pjoyasea] suauend Aisnoasig S, uoliepuno-
pue abajj0D pue abajj0D
souessieusy aouess/eusy

810z jsnbny Lg papus Jeaf ayj 104 sjuswwale)s [ejoueul
uolyepuno sjooyss ysiybuz ayy

SjuswaA0JdW] BUIp/ingG pue Sbuipjing

810z 1snbny ¢ v

:anjeA yo0q JoN

810z isnbny g Iy

s|esodsip Uo %oeq-ajupA
«Jeak ayy 10} abieyn

210z 1oquaidas | v
:uonjerdaidap paje|nwnddy

810z Isnbny Le v

s|esodsip Uo %oeq-ajUAA
2102 Jaquisidass | Iy

:sjuesb Juawusanon

810z snbny L¢ v

LSjuawisnipe/sjesodsig
ssalboid

U| UOHONJISUOD JO SI3jsuel]

suonppy

£10T J1oquieidas | 3y

13509

uonepunod ayJ

(penunuo?) sjasse paxi4

(@)



aAIsuaya1dwod JO JUSWS}e)S U} Ul UONEPOWWIODY, Ul Papnjoul sijunowe ayy “(uonw 9'01$ :2102) U

74

"aw0oul SAIsuayaidwod Jo Juawajels ay) Ul Ajsjeledas umoys aIe puE SIDIYO PUB S|00YIS Lo uonerdaldap Juasaldal sabieyd Buiuieway “swooul

W Q'L 1L$ Sem 810z Isnbny ¢ papua Jeak ay} Jo} uoijepuno4 ay) jo siauenb jo abieyo uonenaida(q ..

"1eah ay) Buunp sanjeA JoB1UOD [eul JB SI0IOBIUO0D UNM SWIEJO JORIU0D JO
uopesijeul Bumojjos pajsnipe usaq aAeY SaNJeA [eulj S)SSSE YoNS “SJeWIISs Uo paseq Buluoissiwwod Jo awiy ay) Je pasiieded SJosse paxiy ulead 0} aje|al SJosSe paxy) Jo uoneroaidap pue }sod uo sjusugsnipy

€0v9'L 129 9'245'L Legl €6 G0 9'¢ie - 96 S'191 ¥'%50'L
(8'g8¥'1) (Lz8lL) (1eoe't) = (eve) (5zv) (y'zee) (02) (r0€) (252 (e°168)
661 - 66l - S0 (44 €6l . - - 6l
(Zovl) (18) (9°8g1) - (ze) (80) (1-op) . (¥°0) (5v) (9°¢8)
(0°65€°1) (9v21) (rv81LL) - (91¢) (6°¢) (9161) (02 (0°0¢) (202) (9°608)
(2°08p) - (2 08p) = - - - - (5°st) (67881) (g°9¥2)
8'909'c v'sve yLog'e LEEL ey oy 0'sEy 0. G'18 9'szy 0zeL'e
(0°z2) - (0°22) - (50) (z2) (g91) = - (€0) (22
- - - (z'92) - - L8 - - - G/
808l - 8081 8’10l 0C - (x4 - zo - 414
o'syv'e y'sve 9'z0z'c 185 (A4 TSy 184 0L €18 6'62h 8'/2L'2
uoliw,$ uol|jiw,$ w,$ uoljiw,$ uoljiw,$ uoljiw,$ uoljiu,$ uonjiw,$
saipadoid ssauboud ur si8yjo pue abagjj0D sjooyas Sjuswenosdw)  siayjo pue abajj00 sjooyss
JuawsaAu| uononjsuod suaend fianoasig s,uonepuno pjoyssea] siapend fisnoasig S, uonepuno
pue abajj0D pue abajj0D
aouessieusy aouessieusy

81L0Z }snbny Lg papud Jeah ayj Joj sjuswsie)s [eroueul
uoljepuno sjooyas ysibu3g ey

JUBWAINDa pue aimjuing

210z 1snbny L¢3y

:anjeA yooq JaN

210z isnbny Lg v

sjesodsIp uo 39eq-sjlupn
«wJeah ayy Joy abieyn

910z Joquaidas | I
:uopjerdaidap pajejnwinddy

210z 1snbny L
pue 9|0z Jequaldes | Iy

:sjuesb Juawulanon

L0z snbny Lg v

LSuawisnlpe/sjesodsig
ssaiboid

Ul UOIONJISUOD JO SIdjsuel ]

suoRIppy
910z Jequeydas | 1y

13509

(panunuo?) sjasse paxi4



(c)

(d)

(e)

The English Schools Foundation
Financial statements for the year ended 31 August 2018

Fixed assets (continued)

The Group’s schools are built on sites provided by the Government (either free of
premium or nominal premium) on education leases which impose certain restrictions on
use. Allthe leases run until 2047 or later, except for Renaissance College and
Discovery College, which are on temporary leases renewable until the lease is
terminated by the Government.

Residential/ investment properties

The Group owns 202 (2017: 202) housing units which are used as staff quarters or
leased to third parties.

The Board has reviewed the residential property portfolio. Non-assignment clauses
contained in the Conditions of Grants for the 87 units of Braemar Heights prevent their
sale on the open market. The majority of the 115 remaining property units are leased to
third parties and hence the Group classified the carrying value of buildings and building
improvements of these units as investment properties. An independent firm of
surveyors, Colliers International (Hong Kong) Limited, valued the investment properties
owned by the Group as at 31 August 2018 at $3,338.1 million (2017: $3,148.6 million).

Investment properties leased out under operating leases
The Group leases out investment properties under operating leases. The leases
typically run for an initial period of 1 to 3 years, with an option to renew the lease after

that date at which time all terms are renegotiated. None of the leases includes
contingent rentals.

All properties held under operating leases that would otherwise meet the definition of
investment property are classified as investment property.

The Group’s receivables for total future minimum lease payments under non-cancellable
operating leases at the reporting date are as follows:

The Group and the Foundation

2018 2017

$'million $’'million

Within 1 year 45.3 432
After 1 year but within 5 years 19.4 17.6
64.7 60.8
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(h)

The English Schools Foundation
Financial statements for the year ended 31 August 2018

Fixed assets (continued)
Mortgage of investment properties for uncommitted banking facilities

The banking facilities of the Group granted by The Hong Kong and Shanghai Banking
Corporation Limited are secured by mortgages over 12 residential properties with net
book value of $3.8 million at 31 August 2018 (2017: 12 residential properties with net
book value of $4.7 million). The market value of the 12 residential properties as at 31
August 2018 based on external valuations was $150 million (2017: $137 million).

Equipment held under finance leases

The Group has acquired office equipment under finance leases with terms ranging from
two to five years. At the end of the lease term the Group has options to purchase the
equipment at a price deemed to be a bargain purchase option.

The net book value of equipment held under finance leases as at 31 August 2018 was
$2.3 million (2017: $1.5 million) and the depreciation charge for the year ended
31 August 2018 was $0.6 million (2017: $0.6 million).

Review of the estimated useful lives of property, plant and equipment

During a review in the year ended 31 August 2017 of the Group’s depreciation policies,
based on the latest development of Island School decanting timetable, the Group revised
the estimated remaining useful lives of non-movable assets of Island School to 16
months with effect from 1 September 2016. Management considered that the revised
estimated useful lives better reflect the estimated periods during which such assets
would remain in service and be utilised by the Group.

The adoption of the new estimated useful lives had no effect on prior years. The effect
on the year ended 31 August 2017 was to decrease the depreciation charge by $3.1
million and increase the carrying value of the assets as at 31 August 2017 by the same
amount.

In the year ended 31 August 2018, management did not propose any change in the
estimated useful lives of property, plant and equipment.
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(i)

(ii)

(a)

The English Schools Foundation
Financial statements for the year ended 31 August 2018

Retirement schemes
Accounting policy

The Group recognises as expense obligations for contributions to defined contribution
retirement schemes, including contributions payable under the Hong Kong Mandatory
Provident Fund Schemes Ordinance, as they are incurred.

The Group calculates the Group’s net obligation in respect of defined benefit retirement
schemes separately for each scheme/section by estimating the amount of future benefit
that employees have earned in return for their service in the current and prior years; the
Group discounts that benefit to determine the present value, and the fair value of any
scheme assets is deducted. A qualified actuary performs the calculation using the
projected unit credit method. When the calculation results in a benefit to the Group, the
Group recognises asset limited to the present value of economic benefits available in the
form of any future refunds from the plan or reductions in future contributions to the plan.

The Group recognises service cost and net interest expense/(income) on the net defined
benefit liability/(asset) in the statement of comprehensive income. The Group measures
current service cost as the increase in the present value of the defined benefit obligation
resulting from employee service in the current period. When the benefits of a plan are
changed, or when a plan is curtailed, the Group recognises the portion of the changed
benefit related to past service by employees, or the gain or loss on curtailment, as an
expense in the statement of comprehensive income at the earlier of when the plan
amendment or curtailment occurs and when related restructuring costs or termination
benefits are recognised. The Group determines net interest expense/(income) for the
period by applying the discount rate used to measure the defined benefit obligation at
the beginning of the year to the net defined benefit liability/(asset). The discount rate is
the yield at the end of reporting period on high quality corporate bonds that have maturity
dates approximating the terms of the Group’s obligations.

The Group recognises remeasurements arising from defined benefit retirement plans in
other comprehensive income. Remeasurements comprise actuarial gains and losses,
the return on plan assets (excluding amounts included in net interest on the net defined
benefit liability/(asset)) and any change in the effect of the asset ceiling (excluding
amounts included in net interest on the net defined benefit liability/(asset)).

During the year, the Group operated a defined benefit employee retirement
scheme for staff:

The Non-Teaching Staff Superannuation Scheme includes two sections, the Non-
Teaching Staff Section (the “NT” Section) and the Terminal Award Section (the “TA”
Section). Eligible staff of the NT Section and the TA Section are non-teaching staff
employed before 19 January 2000 under the conditions of service applicable before that
date and teaching and senior staff employed before 1 September 1988, respectively.
Assets and liabilities attributable to one benefit section shall be kept separate and
distinct from assets and liabilities attributable to any other benefit section.

During the year ended 31 August 2017, the Senior Staff and Teaching Staff Elective
Provident Fund, a defined contribution retirement scheme, was dissolved. Members of
the scheme were transferred to the mandatory provident fund schemes with no change
in benefits.
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(b)
()

(ii)

The English Schools Foundation
Financial statements for the year ended 31 August 2018

Retirement schemes (continued)
Defined benefit retirement scheme
The amount recognised in the statement of financial position is as follows:

The Group and the Foundation

2018 2017

$'million $'million
Present value of defined benefit obligations (62.7) (66.3)
Fair value of scheme assets 106.6 104.8
43.9 38.5

The Group expects that a portion of the above defined benefit retirement schemes
assets will be recovered within one year. However, it is not practicable to segregate this
amount from the amounts recoverable in later periods, as future contributions will relate
to future services rendered and future changes in actuarial assumptions and market
conditions. Accordingly, the Group has recorded the assets as non-current assets.

The Group does not expect to make any contribution to the schemes in the year ending
31 August 2019.

Assets for the TA Section and the NT Section are managed separately and consist of the
following:

The Group and the Foundation

TA Section NT Section
2018 2017 2018 2017
$’'million $’'million $'million $'million
Equities 16.2 16.1 41.3 47.0
Fixed income securities 13.2 114 33.9 20.6
Cash 0.6 2.8 14 6.9
Total 30.0 30.3 76.6 745
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(iii)

(iv)

The English Schools Foundation
Financial statements for the year ended 31 August 2018

Retirement schemes (continued)
Movements in the present value of defined benefit obligations were as follows:

The Group and the Foundation

2018 2017
$’'million $’'million

At the beginning of the year (66.3) (71.7)
Remeasurements:
- Actuarial (loss)/gain arising from changes in

experience (0.8) 0.8
- Actuarial gain arising from changes in financial

assumptions 3.6 1.8

2.8 2.6

Current service cost (2.7) (3.1)
Interest cost (0.8) (0.6)
Less:actual benefits paid and payable 4.3 6.5
At the end of the year (62.7) (66.3)

Movements in the fair value of scheme assets were as follows:

The Group and the Foundation

2018 2017
$'million $’'million
At the beginning of the year 104.8 101.7
Interest income 1.2 0.8
Return on scheme assets excluding interest
income 5.5 9.3

Less:actual benefits paid and payable (4.3) (6.5)
Less:administrative expenses paid from

scheme assets (0.6) (0.5)
At the end of the year 106.6 104.8
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(v)

(vi)

The English Schools Foundation
Financial statements for the year ended 31 August 2018

Retirement schemes (continued)
Expense recognised in the statement of comprehensive income is as follows:

The Group and the Foundation

2018 2017
$'million $’million

Current service cost 2.7 3.1
Net interest on net defined benefit asset (0.4) (0.2)
Administrative expenses paid from scheme assets 0.6 0.5
Total amounts recognised in income and

expenditure 29 3.4
Actuarial gain (2.8) (2.6)
Return on scheme assets excluding interest

income (5.5) (9.3)
Total amounts recognised in other comprehensive

income (8.3) (11.9)
Total defined benefit income (5.4) (8.5)

The Group includes the current service cost, net interest on net defined benefit asset
and administrative expenses paid from scheme assets under gratuities and allowances
in the statement of comprehensive income.

Significant actuarial assumptions and sensitivity analysis are as follows:

The Group and the Foundation

TA Section NT Section
2018 2017 2018 2017
Discount rate 2.1% 0.9% 2.2% 1.3%
Future salary increases 4.0% 3.5% 3.5% 3.5%

27



The English Schools Foundation
Financial statements for the year ended 31 August 2018

Retirement schemes (continued)

The below analysis shows how the defined benefit obligation as at 31 August 2018 and
2017 would have increased/(decreased) as a result of 0.25% change in the significant
actuarial assumptions:

2018
The Group and the Foundation
TA Section NT Section
Increase Decrease Increase Decrease
in 0.25% in 0.25% in 0.25% in 0.25%
$’'million $'million $’'million $'million
Discount rate * * 0.9 0.9
Future salary increases * * 0.9 (0.9)
2017
The Group and the Foundation
TA Section NT Section
Increase Decrease Increase Decrease
in 0.25% in 0.25% in 0.25% in 0.25%
$’'million $'million $’'million $’'million
Discount rate * * (1.1) 1.1
Future salary increases * * 1.0 (1.0)

* Less than $0.1 million

The above sensitivity analysis is based on the assumption that changes in actuarial
assumptions are not correlated and therefore it does not take into account the
correlations between the actuarial assumptions.

Current assets and current liabilities

With the exception of the Group’s and the Foundation’s deposits given for the rental of
properties and utilities of $14.5 million (2017: $12.8 million) and $7.6 million (2017: $7.2
million) respectively, the Group’s other receivables and prepayments of $0.5 million
(2017: $0.7 million), the Group’s other accruals of $3.7 million (2017: $2.7 million) and
the Group’s and the Foundation’s deferred income (included in accounts payables and
accruals) of $30.7 million (2017: $35.6 million) and $74.8 million (2017: $63.6 million)
respectively, the Group expects all other current assets and liabilities to be recovered,
settled or recognised as income or expense within one year from the end of reporting
period.
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The English Schools Foundation
Financial statements for the year ended 31 August 2018

Fees and other receivables
Accounting policy

Initially the Group recognises fees and other receivables at fair value, thereafter the
Group states these at amortised cost using the effective interest method, less allowance
for impairment of doubtful debts. Where the receivables are interest-free loans made to
related parties without any fixed repayment terms or the effect of discounting would be
immaterial, the Group states the receivables at cost less allowance for impairment of
doubtful debts.

The Group calculates the allowance for impairment of doubtful debts as the difference
between the carrying amount of the financial asset and the estimated future cash flows,
discounted where the effect of discounting is material.

The Group The Foundation
2018 2017 2018 2017
$’'million $’million $’'million $'million
Fees receivables 3.0 2.7 1.6 1.3
Other receivables 1.4 2.9 1.0 1.7
Less:Allowance for
impairment of doubtful
debts (2.0) (1.6) (1.3) (1.0)
2.4 4.0 1.3 2.0

Impairment of fees receivables

Fees receivables are due immediately from the date of billing. The Group and the
Foundation record impairment losses in respect of fees and other receivables using an
allowance account, unless the Group and the Foundation are satisfied that recovery of
the amount is remote, in which case the impairment loss is written off against debtors
directly.

The movement in the allowance for impairment of doubtful debts during the year,
including both specific and collective loss components, was as follows:

The Group The Foundation
2018 2017 2018 2017
$’'million $’'million $’'million $’'million

At the beginning of the year 1.6 2.3 1.0 1.6
Impairment loss recognised 0.8 0.6 0.6 0.4
Uncollectible amounts

written off (0.4) (1.3) (0.3) (1.0)
At the end of the year 2.0 1.6 1.3 1.0
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The English Schools Foundation
Financial statements for the year ended 31 August 2018

Fees and other receivables (continued)

At 31 August 2018, no debtors of the Group and the Foundation were individually
determined to be impaired. Based on ageing of fees receivables and repayment
patterns of customers the Group and the Foundation have determined that the Group’s
and the Foundation’s fees receivables collectively to be impaired by $2.0 million (2017:
$1.6 million) and $1.3 million (2017: $1.0 million) respectively. The Group and the
Foundation do not hold any collateral over these balances.

Subsidiary
Accounting policy

A subsidiary is an entity controlled by the Group. The Group controls an entity when it is
exposed, or has rights, to variable returns from its involvement with the entity and has
the ability to affect those returns through its power over the entity. When assessing
whether the Group has power, only substantive rights (held by the Group and other
parties) are considered.

The Group consolidates a subsidiary in the consolidated financial statements from the
date that control commences until the date that control ceases. Intra-group balances
and transactions and any unrealised profits arising from intra-group transactions are
eliminated in full in preparing the consolidated financial statements.

ESL, a company incorporated in Hong Kong and limited by guarantee, is a controlled
subsidiary of the Group. Its activities are the operation of kindergartens and private
independent schools, the provision of English as an Additional Language (EAL) courses
and sports activities for young people. The management expertise and administration of
ESL are substantially provided by the Foundation.

Loan to subsidiary is unsecured and interest-bearing at the higher of 3 month HIBOR
plus 1% or the average external borrowing cost of the Foundation plus 1% per annum.
The amount is repayable by monthly instalments from 30 September 2018 to 31 August
2025.

Amount due from subsidiary at 31 August 2017, was unsecured, interest-free and repaid
during 2018.
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(a

The English Schools Foundation
Financial statements for the year ended 31 August 2018

Restricted cash

The Group pledged a deposit of $2.7 million (2017: $2.6 million) to a bank for guarantees
issued by that bank in favour of MTR Corporation Limited and Hoo Wah Company
Limited under the terms of three separate tenancy agreements.

Cash and cash equivalents

Accounting policy

Cash and cash equivalents comprise cash at bank and on hand and demand deposits
with banks and other financial institutions, having been within three months of maturity at
acquisition.

Bank overdrafts that are repayable on demand and form an integral part of the Group’s
cash management are also included as a component of cash and cash equivalents for
the purpose of the cash flow statement.

Cash and cash equivalents comprise:

The Group The Foundation
2018 2017 2018 2017
$’'million $’'million $’million $’'million
Deposits with original
maturities less than
three months 122.5 66.0 122.5 66.0
Cash at bank and in hand 191.2 173.8 115.4 106.3
313.7 239.8 237.9 172.3

The effective interest rates per annum relating to cash and cash equivalents of the
Group and the Foundation at the end of reporting period are 0.66% (2017: 0.09%) and
0.87% (2017: 0.12%) respectively.
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The English Schools Foundation

Financial statements for the year ended 31 August 2018

Cash and cash equivalents (continued)

Reconciliation of surplus for the year to cash generated from operating activities:

The Group The Foundation
2018 2017 2018 2017
$’million $’'million $'million $'million
Operating activities
Surplus for the year 2141 213.4 166.1 164.5
Adjustments for:
Interest income (10.5) (7.1) (11.0) (7.1)
Nomination rights (55.4) (63.6) (40.1) (43.6)
Non-refundable building/capital
levy (39.5) (32.1) (23.2) (17.2)
Finance lease interest
expenses 0.2 0.1 0.2 0.1
Loss on disposals of fixed
assets 5.3 1.8 3.6 1.7
Depreciation 190.0 166.5 166.4 146.7
Expense recognised under
defined benefit retirement
schemes 29 3.4 29 3.4
Transfer from previous years'’
scholarship fund and
hardship allowance (2.0) (4.9) - -
305.1 277.5 264.9 248.5
Changes in working capital:
Decrease in inventories 0.1 - - -
Increase in rental and utility
deposits 1.7) (0.5) (0.4) (0.2)
Decrease/(increase) in
prepayments - 0.1 0.4 (0.6)
Decrease/(increase) in loans to
staff 1.2 (0.1) 0.6 0.3
Decrease in fees and other
receivables 1.6 6.1 0.7 4.9
Increase in fees received in
advance 21.0 16.4 17.8 9.4
Decrease/(increase) in net
amount due from subsidiary - - 12.1 (9.8)
Increase in provision to meet
staff conditions of service 4.1 11.6 1.9 10.8
Increase in accounts payables
and accruals excluding
capital creditors 18.8 9.9 36.0 20.3
Increase/(decrease) in
scholarship fund and
hardship allowance 25 25 (1.3) (0.5)
Net cash generated from
operating activities 352.7 323.5 332.7 283.1
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The English Schools Foundation
Financial statements for the year ended 31 August 2018

Provision to meet staff conditions of service

Accounting policy

The Group accrues salaries, gratuities, paid annual leave, leave passage and the cost to
the Group of non-monetary benefits in the year in which the associated services are
rendered by employees of the Group. Where payment or settlement is deferred and the
effect would be material, the Group states these amounts at their present values.

Movements in the provision to meet staff conditions of service were as follows:

The Group The Foundation

2018 2017 2018 2017

$’million $'million $’'million $’'million

At the beginning of the year 109.3 97.7 84.2 73.4
Provision for the year 273.0 262.9 201.5 194.9

Payments made

during the year (268.9) (251.3) (199.6) (184.1)
At the end of the year 113.4 109.3 86.1 84.2

Accounts payables and accruals
Accounting policy
Initially the Group recognises accounts and other payables at fair value, subsequently

the Group states these at amortised cost unless the effect of discounting would be
immaterial, in which case they are stated at cost.

The Group The Foundation
2018 2017 2018 2017
$’'million $’'million $’million $’'million
Accounts payable 226 39.5 12.6 16.4
Other accruals 50.6 447 38.9 30.2
Accruals for major repairs 102.6 67.5 102.6 67.5
Deferred income 84.7 86.7 112.1 96.7
Retention money 13.3 15.8 8.7 6.8
Deposits received 13.3 12.3 13.2 12.1
Other payables 9.5 6.7 8.6 5.6
296.6 273.2 296.7 235.3
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The English Schools Foundation
Financial statements for the year ended 31 August 2018

Government grants
Accounting policy

The Group recognises government grants when there is reasonable assurance that the
Group will comply with the conditions attached to them and that the grants will be
received. The Group recognises grants relating to expenditure on a systematic basis in
the same year in which the related expenditure is incurred. The Group deducts grants
provided to the Group relating to fixed assets from the cost of acquisition in arriving at
the carrying amount of the related asset.

The Government provides basic grants and hardship allowance to the Foundation. The
total grants received by the Group and the Foundation were as follows:

The Group The Foundation

Note 2018 2017 2018 2017

$’million $’'million $’'million $’'million

Basic grants 14(a) 237.9 2545 237.9 2545

Hardship allowance 15 6.2 6.5 6.2 6.5
Refund of rent and

rates 14(b) 16.4 16.5 12.9 13.1

260.5 277.5 257.0 274 1

The subvention review was concluded in July 2013. Excluding subvention of $28.3
million for students with special education needs in the Foundation’s mainstream schools
and the Jockey Club Sarah Roe School, the basic grants and hardship allowance
(collectively the “Subvention”) are phasing out in 13 years starting from the 2016/17
school year until 2028/29 school year. The phase out amount in each year will vary and
range from approximately $17 million to $22 million according to the Subvention
provided to each year group of the Foundation’s mainstream schools. All existing
students of the Foundation except Year 1 to Year 3 will continue to benefit from the
Subvention, frozen at its current level, until they either graduate from the schools in Year
13 or leave the system. The phasing out of the Subvention will affect children entering
Year 1 of the Foundation’s schools in August 2016 and thereafter.

Basic grants

The Government'’s basic recurrent grant is a grant per class calculated to be equivalent
to the grant allowed for each class provided to other schools in the public-aided
education sector in 1999/2000. Since 1999/2000, the basic recurrent grant has been
reduced by 12.372% in various stages through to 31 March 2007. The cumulative
deduction on basic grant resulting from the subvention phase-out amounted $33.2
million as at 31 August 2018 (2017: $16.6 million).

36



14
(b)

15
(a)

The English Schools Foundation
Financial statements for the year ended 31 August 2018

Government grants (continued)
Refund of rent and rates

The Group and the Foundation also receive from the Government a reimbursement of
rent and rates actually paid for school premises. The charge for rent and rates, which is
included in other operating expenses, was arrived at as follows:

The Group The Foundation
Note 2018 2017 2018 2017
$'million $’'million $’million $'million

Gross rent and rates
for the year 19.0 18.4 14.6 13.9
Less:Recovered or
recoverable from
the Government (16.4) (16.5) (12.9) (13.1)

3 2.6 1.9 1.7 0.8

Scholarship fund and hardship allowance

The Group
Scholarship Hardship
fund allowance Total
$’million $'million $’'million
At 1 September 2016 1.9 50.7 528
Received from the
Government - 6.5 6.5
Provision for the year 36.6 7.8 44 4
Utilisation (33.4) (15.0) (48.4)
Transfer - (4.9) (4.9)
At 31 August 2017 and
1 September 2017 5.1 451 50.2
Received from the
Government - 6.2 6.2
Provision for the year 39.6 9.0 48.6
Utilisation (35.4) (16.8) (52.2)
Transfer - (2.0) (2.0)
At 31 August 2018 9.3 41.5 50.8

The Group includes the amount utilised to permit fee relief during the year in income as
a component of tuition fees.

The Group transfers previous years’ hardship allowance surplus to the statement of
comprehensive income to fund part of the expenses.
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The English Schools Foundation
Financial statements for the year ended 31 August 2018

Scholarship fun