Treasurer’s Report S E#H %

Report of the Treasurer to the Council on the Group’s
Financial Statements for the Year ended 30 June 2018

OVERVIEW

2017/18 was a fruitful year for the University as it has achieved another
strategic milestone after attaining the university title. The University was
granted a full self-accrediting status for all its academic programmes
including disciplines complementary to education. In addition, according
to “The World University Rankings by Subject 2018” published by the
Quacquarelli Symonds, the University was ranked 2nd in Asia and 9th

in the world in Education, climbing higher in the world ranking. All of
the above came as excellent news to the University’s community who
witnessed the development of the University from an Institute.

In 2017/18, the University recorded an overall net surplus of about $64.9
million for the year, of which $22.0 million was derived from UGC-
funded activities and $42.9 million from non-UGC-funded activities. At
the Group level, the net surplus of $65.8 million included a small surplus
of $0.9 million mainly from its subsidiary, The EdJUHK 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 2016/17, there was an increase of $0.4 million in the
Recurrent Grants and a decrease of about $6.4 million in the Earmarked
Grants. Tuition, programmes and other fees of the University had
increased by about $7.7 million contributed mainly from UGC-funded
programmes. Total interest and net investment income amounted to
$11.5 million which was slightly lower than that of last year mainly

due to the unrealised loss from financial assets held by the newly
established investment portfolios managed by the investment managers.
Furthermore, donation and benefactions of the University decreased by
about $5.3 million to $66.8 million.

72 The Education University of Hong Kong / Annual Report 2017-2018

EBYBEAEBAEHREE-ZE—NEXA
=+ HIEWRE

s

ARRZZB—+ZE - N\FENER  KRYE - Ak
FEREZE  AEEFHENE  TEXNEDNEA
BEBAEER  AIULBTHISRIEEAEAEER
EARFTA FPTRTE © ®fEQuacquarelli Symonds ==
—\FROREASBHRAFHAR - AROHKRE 2%
EHTMEBE NI RBIRENNL » LIS - H—FY
KRBARKINERABABHRARE - ERAKGFE
e

TEREHE-N\FE AREESFRBOSTEIAN
TET -Hf —T_A8TKERESEYPHA
B OT-BATETREFBESEBMER - B
BME  AEEOSTRABNTBLRRHT 8%
NTBLTNLEBBREETBHERENBERER
A ([BRARRE])

B EXRBRR MBI
REERNE B GFTE ARG RDNEBU TSR
(THHBEA]) - UERBRESEREZZRLER
(MEFER] ) - AR A M RAME &SI T A
SERANE 2 ETHREAA -

B A

BEZZ—RE—EFE  EEMERENTH+E
T MIsEERFARD O NAN+ET - 88 - Rig
REMEES LGNGO tE 8T HBEERER
REHESENNRE - MERREFRAZE—T—
BRtEL  BEFEME TRARFRIREES
NN EREES S REEER - 1o REBHREB
BEORARPHOAB=1T&8T  BRATRENTE
T o



At the subsidiary level, the EQUHK School of Continuing and Professional
Education Limited (“SCPE") received total income of about $0.2 million
mainly derived from term deposits, and the Schools Limited received
government subventions of about $43.2 million.

The following diagrams show the breakdown of the total income of the

University by category:
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Due to the change in accounting policy on recognition of the University’s
donation income in 2015/16, figures in 2014/15 have been restated for
comparative purpose. The figures for 2013/14 in the chart have not been
restated but are being shown for reference only.
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EXPENDITURE

Total expenditure of the Group amounted to $1,650 million, an increase

of $77.5 million as compared to that of last year. The expenditure of the

University proper had increased by $73.2 million to $1,607 million.

At the University level, total amount of $1,136 million was spent on
teaching, learning and research, about 71% of the total expenditure.
The increase of $61.3 million compared to 2016/17 was mainly due
to additional budget allocated to faculties and departments to recruit
additional academic and teaching staff to strengthen the University’s
teaching and research capacity to prepare for the coming Research
Assessment Exercise.

Under institutional support, an increase of about $12.0 million as

compared to 2016/17 was recorded. The major part of the increase came
from the depreciation of premises and related expenses which amounted

an increase of about $7.2 million. In addition, an increase in the
operating expenses of student and general education services accounted
for about $3.2 million which mainly included the increase of scholarship,
bursaries and prizes, and extra-curricular activities for students. An
increase of staff costs mainly due to pay adjustments accounted for

about $7.6 million. On the other hand, the operating expense under the

institutional support decreased by about $2.8 million.

At the subsidiary level, the SCPE had ceased to offer programme and
course since 2014/15 and the expenditure was to cover the charges
for administration services and rental of storage space provided by the
University. The Schools Limited incurred a total expenditure of $42.4
million which was mainly for the staff costs.

The following diagram shows the breakdown of the total expenditure of
the University:
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FINANCIAL POSITION

The University’s total net assets had a slight increase of 6% to $1,214
million at the end of 2017/18. During the year, the University had
commissioned two reputable investment managers to establish two
investment portfolios based on the newly formulated investment strategy.
A total of around $400 million (equivalent to US$50 million) was put into
the portfolios for medium to long-term investment. As a result, cash and
deposits thus reduced to $1,343 million.

With the surplus of $13.6 million from UGC-funded activities transferred
to the General and Development Reserve Fund, the total balance of the
fund accumulated to about $505 million at the end of the year.

OUTLOOK

In the coming years, the University will likely face many challenges. The
implementation of the UGC Cost Allocation Guidelines in 2018/19 will
affect the operations of our self-financing programmes. The current
report of the Task Force on Review of Self-financing Post-secondary
Education proposes certain changes to this sector and will further hinder
the University from running self-financing undergraduate programmes
in the University proper. The continued drop in the population of Grade
6 secondary school students from 2018 to 2022 as projected by the
Education Bureau will increase the competition in student recruitment
in those years. Those challenges will definitely have an impact on the
University’s development especially for the supplementary disciplines.

The University’s financial position has been improving year by year

with total accumulated funds of over $1 billion at the end of the year
which should be sufficient to support the University’s endeavours in the
education sector. With its sound financial position, the University would
be able to navigate smoothly through the challenges in the future and
continue making contributions to the community.

Ms Susanna CHIU Lai-kuen, MH, JP

Treasurer

The Council of The Education University of Hong Kong
4 October 2018
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