Treasurer’s Report RIE®R S

Report of the Treasurer to the Council on the Group's Financial
Statements for the Year ended 30 June 2019

Overview

In celebration of its 25th anniversary, the University held a ceremony

in May 2019 to open a time capsule placed on campus in the 1990s,
unearthing a number of items and documents that bear testimony to the
transformation of the University.

It was a fruitful year for the University as it achieved excellent results

in research, in terms of both the number of funded projects and the
amount awarded in the discipline of Education in the 2018/19 Research
Grants Council’s General Research Fund and Early Career Scheme
funding exercises. In addition, the University honoured six students who
won medals at the 2018 Asian Games and a new scholarship, namely
Postgraduate Degree Programme Scholarship for Elite Athletes was
established to help elite athletes pursue postgraduate degrees at either
master’s or doctoral level. The University has been home to 74 elite
athletes since 2010.

In 2018/19, the University recorded an overall net surplus of $1.9
million for the year, of which a deficit of $16.3 million was incurred by
University Grants Committee (“UGC”)-funded activities and a surplus
of $18.2 million was derived from non-UGC-funded activities. At the
Group level, the net surplus of $2.4 million included a small surplus

of about $0.2 million and $0.3 million from its subsidiaries, The
EdUHK Schools Limited (“Schools Limited”) and The EAUHK School of
Continuing and Professional Education Limited (“SCPE") respectively.

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 2017/18, there was an increase of $9.3 million in the
recurrent grants and an increase of $2.1 million in the earmarked
grants. Tuition, programmes and other fees of the University increased
by $42.4 million and the increased amount was contributed mainly
from non-UGC-funded programmes. Total interest and net investment
income amounted to $51.9 million, significantly over last year’s total
of $11.5 million. Better performance of the investment portfolios
managed by the investment managers and higher deposit interest rates
were the main reasons. Furthermore, donation and benefactions of the
University decreased by $14.8 million to $52.1 million as a number of
donations were held pending the 8th Matching Grant Scheme.
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At the subsidiary level, SCPE received total income of about $0.3
million, mainly derived from term deposits whilst the Schools Limited
received government subventions and tuition fees of $49.9 million.

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

University by category:
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Expenditure

Total expenditure of the Group amounted to $1,818 million, an increase
of $168.5 million as compared to that of last year. Expenditure of the
University proper increased by $161.6 million to $1,768.8 million.

At the University level, total amount of $1,235.2 million was spent

on teaching, learning and research, equivalent to 70% of the total
expenditure. The increase of $99.6 million against last year was
mainly due to extra budget allocated to faculties and departments for
recruitment of additional academic and teaching staff to strengthen the
University’s teaching and research capacity in preparing for the coming
Research Assessment Exercise.

Under institutional support, an increase of $62.0 million as compared
to 2017/18 was recorded. The major part of the increase came from
the premises and related expenses. About $47.4 million additional
funding was allocated for improvement of infrastructure. In addition,

an increase in the expenses of $9.1 million for student and general
education services was due mainly to the rise in expenditure on
repainting, minor works, minor equipment in hostels and extra-curricular
activities for students. An increase in staff costs resulting from annual
pay adjustments also attributed to the increase in total expenditure.

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 $49.7
million which was mainly for 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 remains more or less the same at
$1,224 million at the end of 2018/19. As higher interest rates were
offered, more money had been placed with banks for longer term time
deposits which resulted in an increase of $60.9 million in bank deposits
with original maturity of over three months. Overall, cash and deposits
reduced slightly to $1,305 million.

The total balance of the General and Development Reserve Fund
(“GDRF") reached $482 million at the end of the year. The deficit of
$16.3 million incurred by UGC-funded activities was covered by $12.3
million from the GRDF and $4 million from the Matching grant funds.

Outlook

The financial position of the University is healthy with a total
accumulated fund of over $1.2 billion at the end of the year. For the
coming triennium, from 2019/20 to 2021/22, the UGC has already
indicated in the Allocation Letter the proposed amount of recurrent
grants that would be allocated to the University. As recurrent grants
from UGC form a major part of the University’s total income, the risk
that the University’s financial planning being affected by adverse
economic circumstances will be low in the coming three years.

The recent Sino-US Trade War and the social movement in Hong Kong
will definitely have a big impact on its economy. The University is
keeping a close eye on the development of the situation and will adjust
its financial planning to prepare for any changes in the economic
environment.

Ms Susanna CHIU Lai-kuen, MH, JP

Treasurer

The Council of The Education University of Hong Kong
27 September 2019

Treasurer's Report
AEHRE

E2EET O

BEZ-NE-NFEL ARNEEFERESF
EHRK ET B -_TOAET - FRHREERFR
A RET SHBNRTEREMER  RIHA
BB ={EANERFREEMNT AT BT - BiEm
5 REREFREREMWRD ZET=ERAAET

RAFER —REERFBEESHEEBEEZNE
NT_BBT-FESEPBEEMEREN—TRBE=1
Briay SERE-—RERER#EHESN—TZE=
TELTMEEHDENIA BT -

Al

RO BEIRAE DB -RAFER 2ENFRED
BB+ B HEGCHER TARBETENT 3
ARR=FH-TN/ZBFEE-_T-—/ - —FE
RARNEEBERBBREL RS - R REGNEE
BFET ARBRANEIEE D ABCRR=F—B i
AR EIN - EA AR B RENERER

B/ 488
E0)Z-

ILHRPEBSELREERNMOLEEEPBLRKY
BEBLB ANEREREIESERER YAK
BIRBEE B ER -

HEBRZt REHE ATt
ERHERENES

AE

—ET-NFAAZTER

FEME RS 2018-2019 2R 77



