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SOLID PROGRESS

Financial year 2011/12 was filled with challenges and events for the
University. It was the final year of the University Grants Committee
("UGC") funding triennium and the last year for preparation before the
launch of the new four-year undergraduate programmes in 2012/13.
Hotel ICON, a unique teaching and research hotel, which is expected
to play a supporting role in the University’s development, opened
for business during the year. 2012 also marks the University’s 75th
Anniversary, with its associated local and international activities. It
was therefore gratifying that the year concluded with reasonably
strong financial results despite a relatively weak economic and
investment climate.

The University and the Consolidated Entity recorded a surplus of
$154.4 million (2011: $143.9 million) and $280.5 million (2011:
$189.5 million) respectively, representing an increase of 7% and 48%
over last year. Net assets of the University and Consolidated Entity
saw positive growth of 4.6% and 7.3% to $3,515.5 million (2011:
$3,361 million) and $4,029.4 million (2011: $3,755.8 million)
respectively. The General and Development Reserve Fund balance
after transfer was raised to $946.4 million (2011: $740.2 million)
as at 30 June 2012. The satisfactory result of the current triennium
lays a solid foundation for the University to flexibly deploy resources
to support various strategic academic and research development as
directed by the new Vision and Mission of the University.

OPERATING RESULTS AND
FINANCIAL POSITION

In 2012, the University's total income was $4,246 million (2011:
$4,127.8 million), representing an increase of 3% from last year.
The increase in income was mainly attributable to recognition of
Government Subventions of $2,339.4 million (2011: $2,255.8
million), including net supplementary grants for salary increases of
$99.3 million (2011: net supplementary adjustment of $2.1 million).
Higher Tuition and Other Fees of $1,362.3 million (2011: $1,263.7
million) came mainly from selffinancing programmes, with the total
student number reaching 12,700. These favourable results were
offset by the drop in Net Investment Gain to $32.1 million (2011:
$138.3 million) due to the volatile securities market environment. The
University’s total operating expenditure recorded a corresponding
increase of 3% to $4,088.2 million (201 1: $3,982.2 million), partially
accounted for by the upward pay adjustment in staff salaries. More

resources were placed on Premises and Related Expenses for capital

BREERE

201 1/12 B FEEEARM S Bl R ke A
+HEE - AFERABHEELPDZES
([#Eg] ) =FEFHNRE—F  BBEA
T 2012/13 S HE I FT U F 6l A BLERIE B S 12 22
PEER - ARB—E _MHBRBIFEE (1B
| TRAFEREXRE  BerZBENE
BEReARRNERESEIEAR - AR
i ROGHNBRR T — R BRER TS A FHE
B) o BEARBENEBHIZELERE - ARKA
SRS AR IR A B TSR AR -

N EERE 815 B2 1.544B 8 T
(2011:1.439 1% BT ) R2.805E BT
(2011:1.895(8% T ) * REER D B LF
T%K48% ° ARERE B FEED AIERE
35.155(E 7T ( 2011:33.6118/8 7T ) &40.294
BATT (2011:37.558{E87C ) @ FEERER
DRI F4.6%K%T7.3% - —MRERFEHESH
EREERENAFEIETMEAZE.464E5 T
(2011:7.40218% 7T ) - E=FHNUBRES
AmE - BETEENER - BEIAREERIET
ERRESRED  BEHERBEREMERS
TH 247 R BT EE) o

SEERRMEIRR

201 2F ARRBIUW A B42. 46185 T
(2011:41.278B87L ) * ’REFREF
3% o HEIEE B R HNERETE23.394
BB (2011:22.558EH L)  Hh g
FEE T INEHFIEmmEI©9,9308 8T
(2011 P2 HAB21085 L ) * BBME
& RIE R E=13.623E#& T (2011:12.637
BAT) FTEREBEEZERIE  MEH
RIEMEEBHEER12,700 c A - AR
WEMSREE - FIREWEMDE3,210
BT (2011:1.383FB T ) » s T 2H
BBMAZER - ARNAFHEZINEREES
40.882fE7 7T (2011:39.82218 7T ) * &
EFRBEFA3I% - BHBEFARE LH

Bilm AL REREZERRRE G
MY - EERATETERARINEREZEIER A#
TMELE SRR ENERREIE - UHEEX

project acceleration and costs of contingency measures to ensure
sufficient teaching space be available to accommodate the double
cohort of students in the 2012/13 academic year. Together with the
full-year depreciation charge for the redeveloped Pak Sui Yuen Project
comprising our teaching and research hotel in 2012, expenditure on
Premises and Related Expenses increased by 13% to $720.3 million
(2011: $637.5 million).

The performance of subsidiaries also brought encouraging results in
financial year 2011/12, with total operating income of $1,182 million
(2011: $826.3 million) and total operating expenditure of $1,108.8
million (2011: $798.7 million), achieving a surplus from operations of
$73.2 million (2011: $27.6 million). Included in the total expenditure
were donations of $48.9 million, mainly made by PolyU Enterprises
Limited and PolyU Technology and Consultancy Co. Limited (2011:
$2.1 million from PolyVision Eyecare Limited only) to the University.
In comparison with 2011, the increase in total operating income was
mainly aftributable to the continuing growth in educational services
provided by College of Professional and Continuing Education Limited
(“CPCE") as well as Hong Kong Community College (“HKCC”) and
the full-year operation of Hotel ICON, which officially opened on 21
September 2011. The student population of CPCE and HKCC both
increased by around 14% to 5,000 (2011: 4,400) and 7,900 (2011:
6,900) respectively. First year operating results of Hotel ICON were
ahead of the planned level. There was a corresponding increase in
expenditure fo support the higher level of academic activities in the
two colleges and the hotel operation. In compliance with the newly
launched Knowledge Transfer policy, a reputable subsidiary and an
associate were disposed of, and six subsidiaries and jointly controlled
entities were dissolved or are in the process of winding up. The related
gain on the disposal of these entities was $35.7 million (2011: loss
of $0.7 million).

The University and Consolidated Income and Expenditure Analyses

are provided in Figures 1-4.
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Income Analysis UZA 24 Expenditure Analysis Bz 25 #7

Consolidated #x& University A2 Consolidated &R & University K2
2012 2011 2012 2011 2012 2011 2012 2011
HK$ ‘m % HK$ ‘m % HK$ ‘m %  HK$ ‘m % HK$ ‘m % HK$ ‘m % HK$ ‘m % HK$ ‘m %
Government Subventions AT RE R 2,343 467 2,256 485 2,339 551 2,256 547 Learning and Research =l o F b
Tuition and Other Fees BB H e 1,916 382 1,747 376 1,362 321 1,264 306 Instruction and Research HE R R 2,693 2,665 2,483 2,476
Net Investment Gain BREZFE K= 37 0.7 153 3.3 32 0.8 138 3.3 Library EES 147 144 135 133
Donations and Benefactions  #NR488H 89 1.8 131 2.8 136 3.2 131 3.2 Central Computing Facilities PR E KR e 131 125 118 112
Other Income Hag A 637 12.6 362 7.8 377 8.8 339 8.2 Other Academic Services H 22 R 241 232 201 196
3,212 674 3,166 712 2,937 712 2917 734
Total B 5,022 100 4,649 100 4,246 100 4,128 100 Mcnogement and General SN —RIEHE 293 6.2 275 6.2 221 5.4 213 5.3
D D Premises and Related Expenses & R BRARI X 778 163 669 150 720 177 637 160
Student and General BER—RHE
Educational Services BR#% 201 42 195 4.4 188 4.6 189 4.8
Other Activities HiiEE 281 5.9 142 3.2 10 0.2 18 0.5
Total Expenditure Excluding 58 AR EH

Finance Costs and Income Tax ~ LASMBES 4,765 100 4,447 100 4,076 100 3,974 100

Figure 1: 2011/12 Consolidated Income Analysis Figure 2 : 2011/12 University Income Analysis Figure 3 : 2011/12 Consolidated Expenditure Analysis Figure 4: 2011/12 University Expenditure Analysis
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INVESTMENTS

The Investment Committee completed the re-alignment of investment strategies in the new
Statement of Investment Policies and Guidelines (“SIPG”), which was approved by Council
in September 2011. To implement the strategies, new investment managers will be engaged
for the coming year. In preparation for the appointment of the new managers, the University
continued fo adopt a conservative approach fo its investments, maintaining over 90% of assets
under management in fixed income investments with only a small percentage invested in
equities and alternative investments in 2012. The University recorded an overall net investment
gain of $32.1 million for the year (2011: $138.3 million), representing a small positive return
of 0.8% in 2012. Compared with the return of 3.4% last year, the significant drop in investment
gain was mainly attributable to the volatile financial market. As at 30 June 2012, most of the
investments previously held by the former investment managers were liquidated and all the cash
proceeds placed in fixed deposits pending reallocation to the selected investment managers. It
is expected that, with the new SIPG and support of the Investment Committee, the University’s
investment portfolio will be in a better position to weather the increasing volatility of investment

markets and to meet the cash flow requirements of the University.

RESEARCH

In 2012, there was a total of 2,457 (2011: 2,511) on-going research projects, of which
592 (2011: 605) were new projects. The total number of candidates registered for research
degrees increased to 1,504 (2011: 1,434).

In addition to the UGC recurrent grants supporting general research activities, the University
also secured funding through different sources to support other specific research projects. In
2012, approved earmarked grants through the Research Grants Council and by awards for
competitive bids amounted to $107 million (2011: $95.2 million). Another $185.4 million
(2011: $188 million) in research funds came from contract research, sponsorship or donations.
Total expenditure on research projects and studentships for the year, irrespective of funding

sources, was $436.9 million (2011: $481.7 million).

CAPITAL PROGRAMMES

A total of $1,156.6 million (2011: $687.7 million) was incurred for the year for capital
development programmes and various alterations, additions and improvement projects. The
maijority of the expenditure was for construction work for three capital projects, namely the
Student Hostel Phase 3 Development, the Phase 8 Development and Innovation Tower, which
are to meet the space requirements for the new four-year undergraduate programmes.
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The Student Hostel Phase 3 Development, which accounted for $385.4 million (2011: $81 million),
was completed on schedule, with the occupation permit issued in July 2012. It is planned that a
total of 1,600 students will move into the new hostel in the 2012/13 academic year.

The construction of the Phase 8 Development, providing 25,600m? net floor area, was in full
swing, with capital expenditure of $507 million (2011: $132 million) incurred during the year.
Based on the latest progress, the development will be completed in phases, with general feaching
facilities such as lecture theatres and classrooms targeted for use in the new academic year to
meet teaching space requirements for the new fouryear academic structure. Other facilities,
including laboratories, office accommodation and amenities, are scheduled for completion in the
first quarter of 2013.

Due to its special architectural design, the anticipated completion date of Innovation Tower is
the second quarter of 2013. Upon completion, the tower will provide some 15,000m?2 net floor

area and accommodate about 1,800 staff and students.

The University Capital Development Programmes Analysis is provided in Figure 5.

Capital Development Programmes Analysis 218 B 247
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2012 2011
HK$ ‘m % HK$ ‘m %
Phase 8 Development FENAREZERETE 507 438 132 192
Student Hostel Phase 3 Development EoHBEERREE 385 333 81 118
Innovation Tower Al#HE 206 178 69 100
Redevelopment of Pak Sui Yuen Project B ERIER 7 0.6 319 464
Other Capital Projects & AA&I Works HbEZIEE RKGE - g -
HERHRESTRE 52 45 87 126
1,157 100 688 100
Figure 5: Capital Development Programmes Analysis
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Including the $48.9 million from subsidiaries, the University received donations totalling KR/ A BIHBERY4,8908 B ITI) - RERA
$135.5 million during the year (2011: $131.1 million) from alumni, friends and organizations ~FEKBIKBRK - L& %R K E R
to support University development, research activities, scholarships and various departmental ~ 38#8$£1.355(F/& 7T ( 2011:1.311{F& T ) -
functions. Donations at the consolidated level stood at $88.7 million (2011: $131 million), TER{EXHARE R - RIS - BES
which was lower than last year as some donations solicited during the year will be realized in =~ R &EIARE FZHES) - RFEHERA INUIBE
2012/13 to align with the delayed implementation of the Sixth Matching Grant Scheme. The  78,870&# 7T (2011:1.31{8%& T ) » IRE
University is most appreciative of all donors’ generous and continuous financial support. Such — FF#ELL BYE A 2 B pA #E 73 FE AN F E W 21 9 78
significant contributions affirm that the University’s academic achievements are well recognized B & 742012/134F 2 [& i ) 55 7< HAAC 4 H B
by business leaders and the general public in Hong Kong. DA EIFECE A HERR - AR RO P A 18
AR R B R HF i X 5 o BB E R
The University Donation Analysis is provided in Figure 6. S HF TR B T ANAR B 221l Ak A 4K 7 SR SR A B
iy EERNREZRR °
RERB A FEBHRRE N °
Donation Analysis FMRgBI 2 #7
2012 2011
HK$ ‘m % HK$ ‘m %
University Development Fund REREHS 54 400 11 8.4
Other Earmarked Donations Hib4E e 8%k 32 237 57 436
Donations for Research Activities B EEN1EED 28 207 32 244
Scholarship, Bursaries, Prizes and FES  PPEE  BER
Loan Funds HEES 16 119 26 198
Capital Projects HEmEE 5 3.7 5 38
135 100 131 100
Figure 6: Donation Analysis
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FINANCIAL OUTLOOK

Building on the dedication of the whole academic community,
the University has been able to accomplish the new fouryear
undergraduate curriculum design, which will provide a broad-
based education to complement the strong professional orientation
of our programmes. Our healthy financial situation has helped
supporting services/facilities, including additional manpower, space
requirements, student information systems, library and computing
facilities as well as student support services, to be in place to greet
the additional cohort of students to be admitted to the University
under the new four-year academic structure in 2012/13.

While the University is ready to deliver the new academic curriculum,
we face new challenges resulting from the UGC's introduction of
greater competition in the allocation methodology for research-related
funding and research postgraduate places, starting from 2012. The
UGC will conduct a new Research Assessment Exercise in 2014 with
redefined measurements for research performance. The University
stands ready to rise to the challenge of such a major transformation
and make the most of opportunities it will bring. To better equip
itself to take up the challenges ahead and further improve research
quality, the University plans to gradually provide an additional 500
research postgraduate places on a selffinancing basis by 5 years,
draw up a new Strategic Plan for 2012/13 to 2017/18, with one of
the main focuses on research advancement, and refine the financial
planning and internal resource allocation mechanism to cope with

these changes.

PolyU has also been celebrating its 75th birthday in 2012. As a
pioneer of professional education in Hong Kong nurturing more than
310,000 graduates over the years, PolyU can truly be proud of its
remarkable academic and research achievements. The new vision of
the University to “Be a leading university that excels in professional
education, applied research and partnership for the betterment
of Hong Kong, the nation and the world” precisely captures the
University’s objectives. Looking ahead, we are confident that the
University will continue to thrive on its well-established path of
excellence and make consistent progress on all fronts following its
shared vision and aspirations.
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Income and Expenditure Analysis for 2008-2012 (At University Level)

—EFEN\EC

T —_FEWXIREDH ( UKEEHE )

Income A
Government Subventions

BT
Tuition and Other Fees
BENHMKE
Net Investment Gain/(Loss)
REFWE (FE)
Donations and Benefactions
ShRIEBN
Other Income
Hiug A

Total Income YA

Expenditure F3X
Learning and Research 2% & &}

Instruction and Research
HE K B
Library
S
Central Computing Facilities
R B B AR IR
Other Academic Services

H b2 R %

Institutional Support# 2% &
Management and General
EER—RIEE
Premises and Related Expenses
RERBREMX
Student and General

Educational Services
BAER —RAB RS
Other Activities
H A5 E

Finance Costs 81 %2
Total Expenditure £ 58x%

Figure 8: University Income and Expenditure Analysis for 2008-2012
BN\ N —BENEZE-ZFERBURZRBDN

4,200 -
Al

I 4,000
i
#3800 -
B

A\

S 3,600 |
.9

T 3,400 |
M

¥ 3,200

3,000

mm Total Income #BUTA

=== Total Expenditure #BA3Z

2008 2009

2010

2011 2012

2008 2009 2010 2011 2012
HK$'m % HK$’'m % HK$’'m % HK$'m % HK$'m %
2,096 581 2,123 653 2,147 538 2,256 547 2,339 55.1
1,092 303 1,137 35.0 1,198 30.0 1,264 30.6 1,362 32.0
(42) (1.2 (472) (145 136 3.4 138 3.3 32 0.8
207 5.8 135 4.2 193 4.9 131 3.2 136 3.2
252 7 323 10 315 7.9 339 8.2 377 8.9
3,605 100 3,246 100 3,989 100 4,128 100 4,246 100
2,428 626 2,574 626 2492 629 2476 622 2,483 607
135 3.5 137 3.3 128 3.2 133 3.3 135 3.3
100 2.6 115 2.8 109 2.8 112 2.8 118 29
170 4.4 196 4.8 187 47 196 49 201 49
226 5.8 217 5.3 206 5.2 213 5.4 221 5.4
635 164 666 16.2 638 161 638 16.0 720 17.7
171 4.4 197 4.8 181 4.6 189 47 188 4.6
12 0.3 10 02 15 04 18 05 10 02
; - : - 5 0.1 8 02 12 03
3,877 100 4,112 100 3,961 100 3,983 100 4,088 100

* Note: Deficit recorded in 2007/08 & 2008/09

*

was mainly due to the planned deployment
of the reserves accumulated in the past years,
to support various strategic initiatives for
strengthening the University’s teaching and
research development as well as preparation for
the new four-year undergraduate programme.

7t 1 2007/08 %2008/09F Ei S 2 BEREE
RERAARACBIBFRBE2HEESS
THRBE M RET B - AR AR R BHA A 3
& - RIS IR AIEE R BN S (E AT 2 o

Income and Expenditure Statement (For the year ended 30 June 2012)

W ARE (B2 ——FAA=1THILFE)

(In thousands of Hong Kong dollars)
Income

Government Subventions

Tuition and Other Fees

Net Investment Gain

Donations and Benefactions

Other Income

Expenditure

Learning and Research
Instruction and Research
Library
Central Computing Facilities
Other Academic Services

Institutional Support
Management and General

Premises and Related Expenses

Student and General

Educational Services

Other Activities

Finance Costs

Surplus from Operations

Gain/(Loss) on Disposal of Subsidiary/
Associates /Jointly Controlled Entities

Share of Loss of Associates

Share of Profit/(Loss) of Jointly

Controlled Entities

Surplus before Taxation

Income Tax

Surplus for the Year

(AFssEat)
B

B R
BERHMKE
REFW S
SNSHRED
HAtgr A

£

BE BB
HER BT
S
FhRE R
HAHB R

HEXE
EEK—RER
RERBEAX
BER—RHE
i
HAt7EE

B E M

LERER
HEHIE A B/EE AR/
HEEHER WS (B8 )
FEAR TR E A RE 18
FEAG $E R 2 )
BEEF (&518)
BRBLAT B ER
FriS%t
RNEERER

Consolidated 4= &

University &£

2012 2011 2012 2011
2,343,327  2,255786 2,339,447 2,255,786
1915737 1,746,628 1,362,339 1,263,740
36,792 152,554 32,101 138,341
88,685 130,953 135,495 131,100
637,319 362,697 376,598 338,798
5021,860 4,648,618  4,245980 4,127,765
2,692,741 2,664,521 2,482,933 2,476,363
147,324 143,608 135,046 132,680
130,458 125,434 117914 111,793
241,272 231,847 200,822 196,017
292,997 275,197 221,335 212,947
778,266 669,010 720,273 637,501
201,209 195,197 187,892 188,576
281,134 141,764 9,482 17981
4,765,401 4,446,578  4,075697 3,973,858
12,550 8,301 12,550 8,301
4777951 4,454,879 4,088,247 3,982,159
243,909 193,739 157,733 145,606
35,748 (718)
(138) (173)
5,131 (1,191)
284,650 191,657 157,733 145,606
(4,192) (2,186) (3,289) (1,707)
280,458 189,471 154,444 143,899

The above Income and Expenditure Statement is extracted from the audited financial statements for the year ended 30 June 2012.
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Statement of Financial Position (as at 30 June 2012)

BHRRAR (BEZZ-—ZFRA=THLEE)

(In thousands of Hong Kong dollars)

Non-current Assets
Fixed Assets

Investments in Subsidiaries
Interests in Associates

Interests in Jointly Controlled Entities
Non-current Financial Assets

Employee Benefits Assets

Current Assets
Current Financial Assets

Loans to Subsidiaries

Staff Loans

Inventories

Accounts and Other Receivables
Cash and Deposits with Banks

Current Liabilities
Bank Loan for On-lending
to Staff

Loans and Borrowings
Accounts and Other Payables
Provision for Employee Benefits
Deferred Income

Receipts in Advance

Tax Payable

Net Current Assets
Total Assets Less Current Liabilities
Non-current Liabilities
Loans and Borrowings
Provision for Employee Benefits
Deferred Income

Deferred Capital Funds
Net Assets

Representing
General Funds

Restricted Funds
Total

Ms Marjorie Yang Mun-tak #5882 &, JP
Chairman of Council KE& £

Mr Patrick Poon Sun-cheong i&#2 & % 4
Treasurer 7] &

(UFs7s)

FRBEE
BE&EE
MBARZIRE
L= NCIY
HEZGEEER
FREESREE
STRMNEE

REEE
MRBEREE
A RER
BHEER
FE
FEW AR
RERIBITIFR

REEE
BETHBEE
ZRITER
e
FESBRFR
S TEFEE
13 ON
FEWRIE
FEf i

FRBEE
REEHRRBEE
FRBEE

&

STRERABE

IEFEUA

FEE

HER
—REE
RHEES

,,,,,,,

Consolidated #4R&

University K22

2012 2011 2012 2011
5,226,650 4,396,499  4,985736 = 4,162,696
. . 170,947 180,995

2,650 3,016 . .
33,697 29,270 . .
488,594 715,990 488,594 708,015
6,849 7,303 6,849 7,303
5,758,440 5,152,078 = 5,652,126 5,059,009
54,573 1,290,359 54,573 1,290,359

. . 187,080 201,383

48,120 53,760 48,120 53,760
2,791 3,390 . :
400,210 772,829 385,350 756,712
4,209,886 1,909,694 4,058,180 1,765,388
4,715,580 4,030,032 4,733,303 4,067,602
48,120 53,760 48,120 53,760
53,711 47,411 53,711 47,411
788,251 684,082 1,332,073 1,114,235
293,144 282,033 241,910 243,082
218,490 299,998 210,954 297,458
285,420 259,303 227,609 212,165
1,626 972 1,626 424
1,688,762 1,627,559 2,116,003 1,968,535
3,026,818 2,402,473 2,617,300 2,099,067
8,785,258 7,554,551 8,269,426 7,158,076
1,356,124 1,304,835 1,356,124 1,304,835
338,214 298,133 336,370 296,475
90,067 81,506 90,038 81,469
1,784,405 1,684,474 1,782,532 1,682,779
2,971,430 2114277 2,971,430 2,114,277
4,029,423 3,755,800 _ 3,515,464 _ 3,361,020
3,220,786 2,866,031 2,706,827 2,471,251
808,637 889,769 808,637 889,769
4,029,423 3,755,800 3,515,464 3,361,020

Professor Timothy Tong Wai-cheung B2 E %%, JP.

President &

Mr Louis Heung Sai-kit & £ 5% 4
Director of Finance 87§48 &

The above Statement of Financial Position is extracted from the audited financial statements for the year ended 30 June 2012.
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