Treasurer’'s Report SE#R S

Report of the Treasurer to the Council on the Group s Financial
Statements for the Financial Year from 1 July 2016 to 30 June 2017

Overview

This year is a celebrating year as we witnessed our very first batch of
graduates conferred degrees and other academic awards under the name
of The Education University of Hong Kong. In addition, a very positive
report for the University from the Quality Assurance Council (“QAC”)
under the University Grants Committee (“UGC”) was released in June
2017. The QAC was pleased with its Audit Panel’s conclusion that the
University had a strong ethos of quality enhancement and made effective
use of international benchmarking and external input to set and maintain
academic standards. According to “The World University Rankings by
Subject 2017 published by the Quacquarelli Symonds, the University
was ranked 2nd in Asia and 13th in the world in Education. The
recognition of the University’'s unique role and academic strengths in the
wider community and beyond was also reflected in global and regional
university subject rankings, generous support from philanthropists, and
the bidding results for research grants and postgraduate places.

In 2016/17, the University achieved an overall net surplus of about
$129.6 million for the year, of which $73.7 million was derived
from UGC-funded activities and $55.9 million from non-UGC-funded
activities. At the Group level, the net surplus of $130.5 million
included a small surplus of $0.9 million from subsidiaries, mainly
contributed from The EQUHK Schools Limited (“Schools Limited”).

Operating Results and Financial Position

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

Income

Compared to 2015/16, there was an increase in the Recurrent Grants of
$101 million, which was mainly due to the inclusion of supplementary
grant arising from pay adjustment. In addition, there was a slight
decrease of about $3.6 million in the Earmarked Grants. Tuition,
programmes and other fees of the University had increased by about
$11.5 million contributed mainly from UGC-funded programmes. Total
interest and net investment income amounted to $15 million which

was slightly better than that of last year mainly due to the improvement
of interest income. Furthermore, donation and benefactions of the
University increased by $30 million to $72 million.
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At the subsidiary level, the EAQUHK School of Continuing and MEREEBSHEAEHEBEEXHELEREARAT

Professional Education Limited (“SCPE”) received total income of ( [HEEEHEZR] ) HBERAR+ET =2
about $0.07 million with major part derived from interest income and REFRWA : MBRAERDRBMAR=TINES
the Schools Limited had a total income of $39 million mainly from 7T EERABITRE

government subventions.

The following diagrams show the breakdown of the total income of the TEFARRERAMIERER :
University by category:
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Due to the change in accounting policy on recognition of the University’s ARARE_Z—AE—R"FE HERBIRBRANS
donation income in 2015/16, figures in 2014/15 have been restated for AR EARES LB - E-NE-REENHEBET
comparative purpose. The figures for 2012/13 to 2013/14 in the chart BEIMELEB -BRA—Z——E—=FEF-F—
have not been restated but are being shown for reference only. =E-NFENETFRREEN [JHE2E-
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Total expenditure of the Group amounted to $1,572 million, an increase AEEMBEIHEETRBEET 8L RAFEE
of $100 million as compared to that of last year. The expenditure of M—IEm: MARKZ HBBEMAFAE&ET T8
the University proper had increased by $98 million to $1,534 million. BE=FTHmBE&xT-

At the University level, $1,074 million was spent on teaching, learning EARHS HE  #H2 BERARGTHESETRE

and research which was about 70% of the total expenditure. The BT HARTEHNEK THHER-_T—hE—A
increase of $69 million compared to 2015/16 was mainly due to pay FEEMTATLEE L TEARBEIHSFHE U
adjustment; increase in academic and teaching staff resulted from MARRIEIRRF - FF R 7T 5 | - M /A2
positons filled up due to the expansion of the University, particularly in ABFTEC

the research capacity.

Under institutional support, a total increase of $29 million as compared AEEHETENRBYHR SR NEEE

to 2015/16 was recorded. The major part of the increase was in the MAZFhEST ERRBHAEREE H—TH
operating expenses of about $15 million which came mainly from BETHZERY TZARREREMEER: &
the maintenance of premises and related expenses, including several FEERERIGREER S M EBTT AT A i
barrier-free improvement projects such as the installation of two RIERITAEB FES - SN REBFMAZAEMES
passenger lifts, and the construction of ramps and covered walkways on REAONBEBITHH A -

campus. On the other hand, an increase of staff costs mainly due to
pay adjustments accounted for about $9 million.

At the subsidiary level, the SCPE had ceased to offer programme and MEREREEEREERhEA S —NE—1FE
course since 2014/15 and its expenditure was incurred to only cover the {EHERIE - FAFE A AU R ARA RIS & &Y
charges for administration services and rental of storage space provided He BRAERAFANEXER=T\B&ET £
by the University. The Schools Limited incurred a total expenditure of AR BREAHRE -

$38 million which was mainly for the staff costs.

The following diagram shows the breakdown of the total expenditure of TERAR A RE R AR
the University:
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Financial Position

The University's net assets had a slight increase of 12.7% to $1,150
million at the end of 2016/17. Cash and deposits had increased to
$1,601 million. The University was in the final stage of formulating

new investment strategy and new policy to be implemented in 2017/18.

With the surplus of $71 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 $491 million.

Outlook

The University will continue to enhance its role as a leading
university in the Asia-Pacific region focusing on teacher education
and complementary disciplines and continue to work conscientiously
to pursue its lofty goals and uphold its quality standards as well as
commitment to student learning. The University’s financial position
becomes stronger than ever with a total accumulated fund of over $1
billion at the end of the year which provides a good foundation for
future development of the University.

Ms Susanna CHIU Lai-Kuen, MH, JP

Treasurer

The Council of The Education University of Hong Kong
20 October 2017
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