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SOLID
PROGRESS

The University had a good start financially in 2012/13, the first year of
the University Grants Committee (“UGC”) funding triennium 2012-

15. The year not only marked a new era for local tertiary education,
with the new four-year undergraduate curriculum being smoothly
implemented in the University, but also the launch of the University’s
Strategic Plan 2012/13-2017/18 and a set of re-aligned investment
strategies. The re-start of the Matching Grant Scheme, already into its
6th phase, by the government contributed to the increase of income
in 2012/13.

The year ended with a healthy surplus and stronger balance sheet as
at 30 June 2013. The University and the Consolidated Entity recorded
a surplus of $514.4 million (2012: $154.4 million) and $729.7 million
(2012: $280.5 million) respectively in 2012/13. Net assets of both the
University and the Consolidated Entity had a positive growth of 15%
and 18% to $4,029.9 million (2012: $3,515.5 million) and $4,762.7
million (2012: $4,029.4 million) respectively.

OPERATING
RESULTS

AND FINANCIAL
POSITION

In 2013, the total income of the University rose by $750.1 million to
$4,997.1 million (2012: $4,246.0 million), an increase of 18% over
the previous year. The key contributors to this growth in revenue
were the $448.2 million increase in Government Subventions and
the $117.5 million rise in Tuition and Other Fees, which were due

to the implementation of the four-year academic structure and
the double cohort of first year students, resulting in a record high
UGC undergraduate student body of 13,000. An increase in Net
Investment Gain by around $100.0 million to $132.0 million (2012:
$32.1 million) was the positive outcome after the implementation
of the new investment strategies. With the launch of the Sixth
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Matching Grant Scheme, Donations and Benefactions in the year
reached $220.1 million (2012: $135.5 million). The expenditure of the
University increased by an overall rate of 10% to $4,478.2 million
(2012: $4,088.2 million), mostly due to the implementation of the
new academic structure. Following the completion of the Phase 8
Development Project (Block Z), a number of consequential works
were carried out to suitably furnish the available space for our staff
and students. Taking into consideration the associated renovation
costs, as well as the cost incurred in the purchase of office/classroom
furniture and equipment items, moving and facilities management,
the Premises and Related Expenses amounted to $906.6 million
(2012: $720.3 million), an increase of 26%.

The total operating income of subsidiaries was $1,324.1 million (2012:
$1,181.9 million) and total operating expenditure was $1,108.0 million
(2012: $1,108.8 million), achieving a surplus from operation of $216.1
million (2012: $73.1 million). The 12% increase in total operating
income was mainly due to the increase in post-secondary education
places offered by Hong Kong Community College (“HKCC”) in
response to market demand in this unique double cohort year and the
continued business growth of Hotel ICON. The corresponding higher
level of expenditure in these two subsidiaries was partly offset by the
expenditure eliminated after the selling off of a number of subsidiaries
in the previous year. Total expenditure of the subsidiaries, net of their
donation of surpluses to the University, increased 5% in the year.

* The University and Consolidated Income and Expenditure Analyses are
provided in Figures 1-4.
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RESEARCH

In 2013, the total number of on-going research projects was 2,679
(2012: 2,457), out of which 645 (2012: 592) were new projects. The
total number of candidates registered for research degrees was 1,495
(2012:1,504).

In addition to the UGC’s recurrent grants supporting general research
activities, the University also secured funding from different

sources to support other specific research projects. Total grants of
$91.4 million (2012: $107.0 million) were received from UGC and its
Research Grants Council. Another $188.1 million (2012: $185.4 million)
of research funds came from contract research, sponsorships or
donations. Total expenditure on research projects and studentship for
the year, irrespective of funding sources, was $423.0 million (2012:
$436.9 million).

The University has a robust research ethos, with researchers
undertaking projects at internationally recognized levels. We have
strong focus on application—oriented research and a good track
record of developing innovations for industries. During the year, the
University teamed up with The Boeing Company of USA to establish
Hong Kong’s first Aviation Services Research Centre, for which
Government funding and sponsorship from other industrial partners
will be solicited to support its activities.
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INVESTMENTS

A new set of investment strategies was developed by the Investment
Committee, based on the Statement of Investment Policies and
Guidelines approved by Council. In essence, the strategy aligns
investments with the cash flow requirements and long term
development of the University, with the objective of matching assets
and liabilities. Approximately 40% of the investible funds are invested
by external investment managers selected by the Investment Committee.

As at 30 June 2013, the allocation of the University’s investments was
as follows: 78.8% (2012: 99.6%) in fixed income securities and 21.1%
(2012: 0.3%) in equities. The University recorded a net investment
gain of $132.0 million (2012: $32.1 million) for the year.

CAPITAL
PROGRAMMES

For the year, a total of $740.3 million (2012: $1,156.6 million) was
incurred in capital development programmes and various alterations,
additions and improvement (“AA&I”) projects. The Phase 8
Development Project (Block Z), which accounted for $246.3 million
(2012: $507.0 million), was completed and the occupation permit

for the entire building was issued in May 2013. Phased move-in of
academic and administrative departments had started since March
2013 and the complex would be fully operational in the new academic
year 2013/14.

Construction of the Jockey Club Innovation Tower, with the capital
expenditure of $389.7 million (2012: $206.4 million) being incurred
during the year, was also basically completed and the occupation
permit was issued in August 2013. Interior fitting would continue, with
gradual move-in of the School of Design during the latter part of 2013.
The building with its iconic design will bring an impressive look to the
landscape of our campus.

The University continuously reviews its space requirements and
utilization with a view to providing a functional and sustainable
campus for learning, teaching and research. The Library Extension and
Revitalization project has the support of UGC, pending submission for
Government funding. Planning for a number of new projects, including
the Redevelopment of Block X and the Campus Extension at Ho Man
Tin, is now underway.

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

Donations raised this year were $220.1 million (2012: $135.5 million).
During the year, the University successfully matched and received

a grant of $102.2 million under the Government Sixth Matching
Grant Scheme. The Hong Kong Jockey Club Charities Trust donated
$84.7 million during the year of which $77.5 million was for the
construction of the Jockey Club Innovation Tower; the latter sum was
part of the total budget of $218.3 million approved by the Trust for
the Jockey Club Innovation Tower capital project. With the help of
donors, contributions of the PolyU Development Foundation Fund
and the funding from the Matching Grant Scheme, the University
established an Endowed Professorship Scheme in 2013 to recognize
the elite scholars and to support the continuous advancement of the
designated academic and research areas.

The University is truly grateful to all donors for their generosity and
support, which affirms the public’s recognition of the University’s
academic and research achievements, activities and administration
capabilities.

* The University Donation Analysis is provided in Figure 6.
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FINANCIAL
OUTLOOK

To cater for the University’s Strategic Plan and the consolidation of
the new four-year undergraduate structure, a higher level of resources
demand is expected in the future.

With the aim of recruiting and retaining talent, the Review of the
Salary and Reward System currently underway will help enhance the
University’s pool of high-quality staff. Long-term Campus Planning
will guide the University to provide better environment and facilities
to achieve its mission. Our strong financial position will be a good
foundation for these various initiatives.

We cannot foresee accurately what the future will be, particularly the
condition of the financial markets. The finance team, however, will
strive to follow the best risk and financial management practices to
ensure that the University’s Strategic Plan is well executed, allowing
us to achieve our mission in nurturing talents for the betterment of
Hong Kong and our nation.
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INCOME AND EXPENDITURE ANALYSIS FOR 2009-2013 INCOME AND EXPENDITURE STATEMENT
(AT UNIVERSITY LEVEL) (FORTHE YEAR ENDED 30 JUNE 2013)
“EFAET—=FRIEZRAMMT (K2EH) KZRE (BE-E—=F/"A=1THLFE)

2009 | 2010 | In thousands of Hong Kong dollars 5T #5755t CONSOLIDATED {53 UNIVERSITY K&
HK$'m % HK$'m % HK¥m % HK¥'m % _HK¥'m % 2013 | 2012 | 2013 | 2012 |

INCOME XA INCOME IX A
Government Subventions EzfFisx 2,123 653 2,147 538 2,256 547 2,339 551 2,787 658 Government Subventions BF#Ex 2,794,474 2,343,327 2,787,565 2,339,447
Tuition and Other Fees 25 % E-fthli 2 1,137 350 1,198 300 1,264 306 1,362 320 1,480 296 Tuition and Other Fees S& & Eiftlr 2 2,082,425 1,915,737 1,479,833 1,362,339
Net Investment Gain/(Loss) #&&g1xas/ (0 18) (472) (145) 136 34 138 33 32 o8 132 26 Net Investment Gain 1% & F s 167,572 36,792 132,015 32,101
Donations and Benefactions 4588 135 42 193 4.9 131 32 136 3.2 220 44 Donations and Benefactions 4}5288h 223,549 88,685 220,078 135,495
Other Income A 323 w0 315 79 339 82 377 83 378 16 Other Income EftIg A 720,025 637,319 377,580 376,598
TOTAL INCOME $&U A 3,246 100 3,989 100 4,128 100 4,246 100 4,997 100 5,988,045 5,021,860 4,997,071 4,245,980
EXPENDITURE B3 EXPENDITURE fi3%
Learning and Research 235 & ##f Learning and Research 25X

Instruction and Research 2 &7 2574 626 2492 629 2476 622 2,483 607 2,605 582 e e 576 2,838,683 2,692,741 2,604,721 2,482,933

Library B8 137 33 128 32 133 33 135 33 135 30 Library B8 149,664 147,324 135,136 135,046

Central Computing Facilities szt 115 28 109 28 112 28 118 29 137 31 G M AR ES S, L0 155,226 130,458 137,177 117,914

Other Academic Services 552 196 48 187 47 196 49 201 49 222 49 G E RS S G A 262,025 241,272 221,641 200,822
Institutional Support %218 Institutional Support 5518

Management and General &2 % —fRIEE 217 53 206 52 213 5.4 221 5.4 248 55 Management and General &3 & —#RH 320,391 292,997 247,741 221,335

Premises and Related Expenses K2 & ARIBI% 666 162 638 161 638 160 720 177 906 203 Premises and Related Expenses S& %A% 995,163 778,266 906,554 720,273

Student and General Educational Services 24 & —5E iR 197 8 181 6 189 47 188 46 206 46 Student and General Educational Services B & —BHEE R 222,415 201,209 205,948 187,892

Other Activities 54558 10 02 15 04 18 05 10 02 5 01 Other Activities $ts %) 299,074 281,134 5,538 9,482
Finance Costs B8 - : 5 01 8 02 12 03 14 03 5,242,641 4,765,401 4,464,456 4,075,697
TOTAL EXPENDITURE #2R% 4,112 100 3,961 100 3,983 100 4,088 100 4,478 100 Finance Costs Bi%2H 13,775 12,550 13,775 12,550

5,256,416 4,777,951 4,478,231 4,088,247

SURPLUS FROM OPERATIONS &:EZ 8} 731,629 243909 518 840 157.733
FIGURE7 B+ _ el ot Subeiar Aot Ao | ' ' ' '
UNIVERSITY INCOME AND EXPENDITURE ANALYSIS FOR 2009-2013 Lo o Dpees o Sy ssociaies Alointly Controlled Entities . 35,748 325 -
— Ry T — . — e SR/ BERTE]/HRZEFERS /(0 18)
—EPAECE—=FEXBIZBRIAD MR
g Share of Loss of Associates fE{&EftE/ATI0 8 ( 102) ( 138 ) - -
= [ 9,000 Total Income Total Expenditure
E 'I'E 4,800 TR #aRZ Share of Profit/(Loss) of Jointly Controlled Entities 2974 5131 _ _
] | 4,600 FEMLHEEIEHIE SR /(0 8) Z Z B
] | 4,400 * Note: Deficit recorded in 2008/09 was mainly - &
m E 4,200 due to the planned deployment of the reserves SURPLUS BEFORE TAXATION R A1 2 R 734,501 284,650 519,165 157.733 %‘
o = 4.000 accumulated in the past years, to support o
= g 3'800 various strategic initiatives for strengthening the ) Ve i (4'774) (41192) (4'774) (3'289)
5 o | ! University’s teaching and research development
;‘: E‘ 3,600 as well as preparation for the new 4-year SURPLUS FOR THE YEAR &~ ERER 729'7 27 M 5 14'3 91 M 2
= by | 3,400 undergraduate programme. g
2 4 | 3,200 5t 2008/09F E#5 20 BEE2R AN !
= - 3,000 T T T T T BERF RIE 2 REHIEN 2 IE RIS IERFTE, U W
> BARKRERBANERE, ARTADERAZEM * The above Income and Expenditure Statement is extracted from the audited financial statements for this year ended 30 June 2013. K
g 2009 2010 2011 2012 2013 R, B BB R — B— = A A = AL E R R SR, B
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STATEMENT OF FINANCIAL POSITION (AS AT 30 JUNE 2013)

MEBRRR (BE=F

(Expressed in thousands of Hong Kong dollars L{F#7Tat)

NON-CURRENT ASSETS JEREIEE

—=FRA=1THILFE)

CONSOLIDATED {#&

UNIVERSITY X2

2013 2012 2013 2012

Fixed Assets [ElE &&= 5,544,767 5,226,650 5,325,284 4,985,736
Investments in Subsidiaries fiBAT 2% & - - 175,999 170,947
Interests in Associates B A TS 2,548 2,650 - =
Interests in Jointly Controlled Entities 3t [E{Z4| B e 37,737 33,697 = =
Non-current Financial Assets JEiBI SRS E 328,248 488,594 328,248 488,594
Employee Benefits Assets & T{EH|&E 5,737 6,849 5,737 6,849
5,919,037 5,758,440 5,835,268 5,652,126
CURRENT ASSETS Figh&&E
Current Financial Assets &)< RhE & 2,461,734 54,573 2,461,734 54,573
Loans to Subsidiaries H{B AT &k - - 134,810 187,080
Staff Loans IS & 42,150 48,120 42,150 48,120
Inventories %7 & 3,814 2,791 = =
Accounts and Other Receivable FEWERIE 469,161 400,210 446,836 385,350
Cash and Deposits with Banks IR & & $R17773X 2,955,281 4,209,886 2,790,351 4,058,180
5,932,140 4,715,580 5,875,881 4,733,303
CURRENT LIABILITIES &g & &
Bank Loan for On-lending to Staff E &% E 2 SRITEX 42,150 48,120 42,150 48,120
Loans and Borrowings &R 66,311 53,711 66,311 53,711
Accounts and Other Payables fEfTERTR 837,740 788,251 1,547,672 1,332,073
Provision for Employee Benefits £ T & F/## & 352,410 293,144 291,208 241,910
Deferred Income SEFEUTA 374,633 218,490 365,036 210,954
Receipts in Advance FEWFRIE 187,507 285,420 142,956 227,609
Tax Payable FEfRIE 5,795 1,626 5,795 1,626
1,866,346 1,688,762 2,,61,128 2,116,003
NET CURRENT ASSETS ;&8 & & 4,065,794 3,026,818 3,614,753 2,617,300
TOTAL ASSETS LESS CURRENT LIABILITIES @& E{RREIAE 9,984,831 8,785,258 9,250,021 8,269,426
NON-CURRENT LIABILITIES JEi 8 & f&
Loans and Borrowings &% 1,289,813 1,356,124 1,289,813 1,356,124
Provision for Employee Benefits £ T {&#)#%{& 383,052 338,214 381,106 336,370
Deferred Income SEZEIK A 78,864 90,067 78,850 90,038
1,751,729 1,784,405 1,749,769 1,782,532
DEFERRED CAPITAL FUNDS iEIEE A& S 3,470,397 2,971,430 3,470,397 2,971,430
NET ASSETS ;25 & 4,762,705 4,029,423 4,029,855 3,515,464
REPRESENTING tHE1?
General Funds — &£ 3,852,755 3,220,786 3,119,905 2,706,827
Restricted Funds & E&ES 909,950 808,637 909,950 808,637
TOTAL #2858 4,762,705 4,029,423 4,029,855 3,515,464

Ms Marjorie Yang Mun-tak 15 &&% +, GBS, JP
Chairman of Council RE& EfE

Dr Patrick Poon Sun-cheong &0 &+
Treasurer &)/&

Professor Timothy Tong Wai-cheung F5{& & %4, JP

President i &

Mr Louis Heung Sai-kit & 554

Director of Finance B4 %5 #2 25

* The above Statement of Financial Position is extracted from the audited financial statements for the year ended 30 June 2013.
B EHBRRERFERE S —=F/ XA =THIE FERKEIMBER 2 HEHRK.




