Treasurer’s Report SlE#R &

Report of the Treasurer to the Council on the Group's Financial
Statements for the Financial Year from 1 July 2015 to 30 June 2016

Overview

The University’s achievements had been recognized on many fronts.

In 2016, the retitling of previously “The Hong Kong Institute of
Education” to “The Education University of Hong Kong” reflected that
the University had well established itself as an Education-focused,
multidisciplinary and research-strong institution. According to

“The World University Rankings by Subject 2016” published by the
Quacquarelli Symonds (QS), the University was ranked 2nd in Asia and
12th in the world in Education, and it had progressed even higher than
last year’s ranking of 3rd in Asia and 15th in the world in Education.
The impressive performance in the regional and international higher
education was the result of the concerted efforts of all members of the
University.

In 2015/16, the University managed to achieve an overall net surplus
of about $70.2 million for the year, of which $23.5 million was derived
from University Grant Committee(“UGC"”)-funded activities and $46.7
million from non-UGC-funded activities. At the Group level, the net
surplus of $70.5 million included a small surplus of $0.3 million from
subsidiaries, mainly contributed from The EAUHK Schools Limited
(“Schools Limited").

Operating Results and Financial Position

The Group adopts the Hong Kong Financial Reporting Standards
(“HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants and the Statement of Recommended Practice for the UGC-
funded Institutions in Hong Kong (“SORP"). Note 1 of the Consolidated
Financial Statements shows the details of the significant accounting
policies adopted by the Group.

Income

Compared to 2014/15, there was a slight increase in the Recurrent
Grants of $54 million, which was mainly due to the inclusion of
supplementary grant arising from pay adjustment. In addition, there
was a decrease of $26 million in the Earmarked Grants as less matching
grants were received during the year after the 6th Matching Grant
Scheme from the Government had concluded in July 2014. Tuition,
programmes and other fees of the University had increased by $28
million contributed mainly from self-financed programmes. Total
interest and net investment income amounted to $11 million which was
less than that of last year. Furthermore, donation and benefactions of
the University increased by $17 million to $42 million. To comply with
the requirement of the new SORP, the accounting policy for recognition
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of donations was changed and applied retrospectively. Such change
resulted in restatement of relevant figures in prior years and thus
donation income in year 2014/15 was reduced slightly by $1.3 million.

At the subsidiary level, the EQUHK School of Continuing and MBREE SR EABEETEYEEHRER AR
Professional Education Limited (‘'SCPE”) received total income of $0.1 ([HEBEIZEHEER] Wk AEt+E T £Z2
million with major part derived from interest income and the Schools REMBBA : MERBERARBRAS=TLA
Limited had a total income of $35.8 million mainly from government NTET - TEREBBFER -

subventions.

The following diagrams show the breakdown of the total income of the ENGEERN S GNBEY & R
Group by category:
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Expenditure

Total expenditure of the Group amounted to $1,472 million, an increase
of $132 million as compared to that of last year. The expenditure of
the University proper had increased by $130 million to $1,436 million.

At the University level, $1,005 million was spent on teaching, learning
and research which was about 70% of the total expenditure. The
increase of $84 million compared to 2014/15 was mainly due to pay
adjustment, increase in academic and teaching staff to enhance the
teaching and learning quality, as well as to build up the University’s
research capacity.

Under institutional support, a total increase of $46 million as compared
to 2014/15 was recorded. An increase of staff costs accounted for
about $15 million was mainly due to pay adjustment and slight increase
in manpower to cope with the expanding activities. The major part of
the increase in the operating expenses was contributed by increase

of $12 million in spending on maintenance and upgrading of facility
infrastructure, and $7 million more in student and general education
services to support student activities especially for overseas exposure.

At the subsidiary level, the SCPE had ceased to offer programme and
course from last year and expenditure was incurred to only cover the
charges for administration services and rental of storage space provided
by the University. The Schools Limited incurred a total expenditure of
$35.5 million which was mainly for the staff costs.

The following diagram shows the breakdown of the total expenditure of
the Group:

Expenditure % i
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Financial Position

The University’s net assets had a slight increase of 7.4% to $1,020
million at the end of 2015/16. Cash and deposits had increased to
$1,500 million. The University had been reviewing its investment
strategy with the aim of deriving better returns at an acceptable risk
level in the medium and long term.

With the surplus of $18 million from UGC-funded activities for the year
transferred to the General and Development Reserve Fund, the total
balance of the fund accumulated to about $420 million.

Outlook

With great achievements in the past years, the University has become
the only UGC-funded institution with a focus on Education. Our
strengths and reputation have been recognized locally, regionally and
internationally in the school sector and higher education arena and
we are striving to rise to greater heights in the future. For strategic
development of the University, a central reserve fund has been set
up to support projects initiated by faculties and departments that
will have impacts on teaching, learning, and research. A five-year
capital expenditure plan has been drawn up and budget has been set
aside for improvement of the University’s infrastructure in the areas
of information technology, equipment and premises, etc., with a view
to providing better facilities in supporting the University’'s expanding
activities.

The University’s financial position has become stronger with total
accumulated funds of over $1 billion at the end of this financial year
which increases its capacity for providing funding support to the future
development of the University in the coming years.

Ms Susanna CHIU Lai-Kuen, MH

Treasurer

The Council of The Education University of Hong Kong
5 October 2016
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