Treasurer’s Report SERE

Report of the Treasurer to the Council on the Group’s Financial
Statements for the Financial Year from 1 July 2012 to 30 June 2013

Overview

The Institute had made a smooth transition into the 334/5 double-cohort
year associated with the new undergraduate curriculum implementation
among the local universities. To meet the demand arising from far more
new entrants than usual, both hardware and software were enhanced,
including the timely completion of the new Tseung Kwan O Study Centre,
a canteen extension, hostel renovations, IT support, classroom and
laboratory renovations and conversions, and transport connections, among
others.

After an increase of non-recurrent expenditure in last year mainly related
to the conversion of campus facilities, upgrading of teaching rooms and
laboratories and other requirements under the new Academic Structure,
the Institute managed to have a net funding surplus of about $89 million
for the year. At the Group level, the net funding surplus was about $80
million after taking into account a deficit of about $8 million incurred for
the year by the HKIEd School of Continuing and Professional Education
Limited (“SCPE").

Academic Programmes and Student Numbers

To better reflect the programme diversity, sharpened academic strengths
and faculty roles, and after years of planning, the three faculties of

the Institute were re-aligned and renamed in phases in 2012/13. The
new faculties, Faculty of Humanities, Faculty of Education and Human
Development, and Faculty of Liberal Arts and Social Sciences had
formed a solid foundation for expansion and improvement, producing
synergistic effects of knowledge cross-fertilisation through inter-faculty
collaboration, and to better reflect our traditional as well as new areas
of strength, helping to enrich the Institute’s academic configuration to
meet the new challenges and opportunities ahead. During the year, two
new UGC-funded undergraduate programmes and two new self-financed
postgraduate programmes were launched.

The total number of UGC-funded students in Full-time Equivalent (“FTE")
terms studying at the Institute as at June 2013 increased by about 16%
from 2011/12 to about 6,015 FTE students in 2012/13. The increase
mainly came from undergraduate programmes which accounted for about
23%.
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Student Enrolment Statistics of the Institute for the Year 2010/11, 2011/12 and 2012/13
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Among the Institute’s self-financed programmes, the Master of Education
continued to be the most popular programme with student enrolment of
about 356 FTE students. The Doctor of Education programme had about
113 FTE students.

Acted upon the approved new operational strategy, the SCPE had completed
the delivery of the Year 2 study for the six Associate Degree Programmes
(“AD") with 110 FTE students in 2012/13, with no new intake for Project
Yi Jin Programmes (“PYJ"), Pre-Associate Degree Foundation Certificate
Programmes (“Pre-AD") and Year 1 study for AD.

In 2013/14, SCPE will honour its pledge to complete the outstanding courses
of the commissioned programmes that were previously awarded by the
Government Logistics Department and Education Bureau of the Hong Kong
Government.
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Operating Results and Financial Position

The Group adopts the Hong Kong Financial Reporting Standards (“HKFRS”)
issued by the Hong Kong Institute of Certified Public Accountants. For details
of the changes in accounting policies in relation to the new standards, please
refer to Note 1 of the Consolidated Financial Statements of the Institute.

Income

As compared to 2011/12, there was a net increase in the UGC Block
Grants of about $81 million, which was mainly due to increased UGC-
funded student places as well as supplementary grant arising from pay
adjustment. On the other hand, there was a net decrease in Earmarked
Grants of about $22 million and cessation of funding for New Initiatives
to 3-3-4, Promoting Outcome-based Approaches, Development of the
New Undergraduate Programmes under 3-3-4 Academic Structure and
Enhance Communication which totally accounted for a major decrease
of about $25 million. Part of the decrease was offset by an increase

in Matching Grant of about $11 million. With the growth in student
numbers in both UGC-funded and self-financed programmes, Tuition,
Programmes and Other Fees of the Institute had increased by about
$87 million. Regarding investment, there was an increase of about $14
million which were mainly resulted from improvements in interest rate
of RMB and exchange rate of RMB against HKD. Furthermore, with the
launch of the 6th Matching Grant during the year, donation income had
an increase of about $6 million.

At the subsidiary level, the SCPE had a total income of about $11 million
in 2012/13, which was $31 million lower than that of 2011/12 and was
a result of less programme offered and being awarded in 2012/13.

Income from tenders awarded to Institute was about $52 million, an
increase of about $1 million from that of 2011/12.
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Income of the Group A& B A
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2012/13: $1,285 million $12.85f%
2011/12: $1,139 million $11.3918 [
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UGC-funded and Non-UGC-funded Income of the Group
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Expenditure

The expenditure of the Group increased by about $72 million as
compared to last year to a total of about $1,206 million. The
expenditure of the Institute proper increased by about $89 million while
the expenditure of its subsidiaries decreased by about $17 million in
2012/13.

At the Institute, all of the expenditure categories had experienced
increases, except Library and Central Computing Facilities. The
increase of about $54 million in Learning and Research was mainly
due to the increase in staff costs to support the newly launched
academic programmes, to cope with the increase of students under
the 3-3-4 Academic Structure, and to provide service to programmes
“mainstreamed” into the Institute from the SCPE.

Under Institutional Support, a total increase of about $35 million

as compared to 2011/12 was recorded. An increase of staff costs
accounted for about $9 million while increases in operating expenses and
depreciation accounted for $12 million and $14 million respectively. The
majority of the increase in the operating expenses was contributed by an
increase of about $2 million and $6 million in Student Hostels Expenses
and Scholarships, bursaries and prizes to students respectively. And,
another major increase in expense came from Repair and Maintenance
and Minor Works which accounted for about $4 million.

At the subsidiary level, the SCPE had a total expenditure of about $19
million in 2012/13, which was $25 million lower than 2011/12. The
decrease was mainly due to lower teaching and administrative staff costs,
and rental costs as a result of reduced number of programmes.
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Expenditure of the Group &£ E % H
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Balance Sheet Position BEEEBRR
The Institute’s net assets grew 13% to $770 million at the end of HE-T -2 =FK ARNEEFEREAFIER
2012/13. Cash and Deposits remained quite steady at $1,063 million. BAZT= EtEETEL RekFHRABTEER

RHEZRT=AETKF -

With the surplus for the year transferred to the General and Development BEFEAKEA-RERERFEESE FHLES

Reserve Fund, the total balance of the Reserve accumulated to $311 NBEHREBE-E—T B8 MIbERTMEsE
million which is still within the maximum ceiling allowed by UGC. FRBEGMATERS FR2A-
Superannuation Scheme AEEEE

Membership of The Hong Kong Institute of Education Superannuation HE-Z-—=—F A=10 FEHEERLATELHE
Scheme (“Superannuation Scheme”) stood at 416 and the ([RTESHE]) HENBE—+T A EKE BEFE
Superannuation Scheme had total net assets of approximately $527 BENRAB-—TLEET-

million as at 30 June 2013.

In addition, a total of 1,797 members of staff participated in the N BEZE—=F~A=1tH ARBE—T+ta
Mandatory Provident Fund Scheme with an approximate total fund NTEREIZMTRGEDESTE - Zt B
balance of $61 million as at 30 June 2013. ES#EFHORAT BB
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Outlook

In recent years, the financial position of the Institute has become stronger
with a total reserve accumulated over $700 million at the end of this
financial year. With the backup of the reserve, the Institute has the
financial ability to implement initiatives that can strengthen our teaching
and research capacity in a multidisciplinary environment.

To strive for the university title, the Institute has been putting much
effort in preparing for the process of Programme Area Accreditation and
Institutional Review. With these important tasks ahead, 2013/14 will be
a challenging year for all our staff, especially at the academic front.

Next year, the Institute will mark its 20th anniversary. A series of
celebration programmes are being put in the pipeline to be delivered
throughout the year. With the dedication of our staff and students, the
event should bring joy and memorable moments to the members and
friends of the Institute.

Dr Eric LI Ka-cheung, GBS, JP

Treasurer

The Council of The Hong Kong Institute of Education
25 September 2013
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