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TREASURER'S REPORT
A ERE

| have pleasure in presenting the financial report of
Lingnan University for the year ended 30 June 2018:

Overview

The financial year under review was the second year
of the 2016-2019 funding triennium of the University
Grants Committee (“UGC”). It was an eventful year
as the University celebrated the 50" anniversary
of its re-establishment in Hong Kong. It has further
promoted liberal arts education successfully to the
general public through a wide range of activities,
such as the Principal Forum in the Greater China
Region, Distinguished Leaders Dialogue Series,
Lingnan Film 5.0 Project (short films produced by
five renowned film directors), art exhibitions, and
TV programmes. The University also established
the Wong Bing Lai Music and Performing Arts Unit
during the year to further enhance the University’s
liberal arts education through the provision of music
and arts courses.

Overall Operating Results and Financial
Position

This year the University has turned around to
an overall deficit of $3.2million from a surplus
of $79.4million last year mainly because its
UGC-funded Activities segment had posted a deficit
of $59.0million (2016/17: $4.3million deficit) which
was partly set off by the surplus of $55.8million
(2016/17: $83.7million) in the Non-UGC funded
Activities segment. The surge of deficit in the
UGC-funded Activities segment was mainly caused
by the strategic decision to utilize part of the General
& Development Reserve Fund to appoint more
academic staff with strong research capability to
better prepare for the 2020 Research Assessment
Exercise so as to restoring grant income to the rising
trend.
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For the year ended 30 June 2018, the University
recorded a total income of $881.8million (2016/17:
$891.2million), a decrease of $9.4million or 1%,
mainly caused by a reduction of $18.2million in
Interest and Investment Income coupled with a
drop of $8.3million in Donations and Benefactions,
which was partly offset by an increase in Tuition,
Programmes and Other Fees of $15.7million. While
the global investment market has gradually slowed
down during the year, the University still recorded
an Interest and Investment Income of $70.5million
for the year (2016/17: $88.7million), a decline of
$18.2million or 21%.

On the expenditure side, the University
recorded a total increase of $73.2million or 9%
(2017/18: $885.0million; 2016/17: $811.8million)
mainly because of a tactical move of appointing
academic staff with strong research capability.

As at 30 June 2018, the net assets of the University
stood at $1,539.4million (2016/17: $1,543.6million).
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COMPARISON OF INCOME DISTRIBUTIONS

BETWEEN 2017/2018 AND 2016/2017
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ST
$885.0million (8.850187T )

Instruction and
Research
HERWR
45.8%

Other Activities
HiEs
0.5%

Other Academic
Services
Hith B 7 AR
5.8%
Library
BElEE
4.5% Premises and
Related
Central Computin Expenses
Facilitieg ? REREBAZH
PRERRE 15.6%
51%
Management and General Student and General Education Services
BEEE-REE BER—RAUBHRE

11.0% 1.7%



COMPARISON OF EXPENDITURE DISTRIBUTIONS

BETWEEN 2017 /2018 AND 2016/2017
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Results by Segments

The University business can be broadly divided
into two segments, namely UGC-Funded Activities
and Non-UGC-Funded Activities, and their financial
results for 2017/18 are highlighted as follows:

UGC-Funded Activities

The income derived from and expenditure spent
on UGC-Funded Activites were $600.5million
(2016/17: $600.7million) and $659.5million (2016/
17: $604.9million) respectively, accounting for 68%
of the total income and 75% of the total expenditure
of the University. The increase in $54.6million
expenditure was mainly attributable to the strategic
increase of investment in human capital for
strengthening the research capability of the University
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and the increased spending in renewing the aged
facilities, causing a deficit of $55.2million under
the Block Grant-funded Sub-segment (2016/17:
$0.8million deficit). This deficit was fully absorbed
by the General & Development Reserve Fund,
which had a balance of $252.1million as at 30 June
2018 (2016/17: $307.3million). After incorporating
the deficit in the Matching Grant utilization, the
UGC-funded Activities Segment recorded a deficit
of $59.0million (2016/17: $4.3million deficit).

Capital and Alterations, Additions & Improvements
(“AA&I") Projects

During the year, the UGC approved two new AA&I
projects with a total value of $58.2million (2016/17:
$71.2million) for various campus improvement
works. Total expenditure on the Capital and AA&I
Projects during the year was $36.2million (2016/17:
$34.4million) with all projects spending within their
respective budgets.

Non-UGC-Funded Activities

Lingnan Institute of Further Education (“LIFE”)

The student enrolments of LIFE had been on a
downward trend for the past five years, largely due
to the continual decline in the number of secondary
student graduates in Hong Kong and increasing
competition. In 2017/18, the LIFE’s associate
degree programmes had 235 (2016/17: 257)
students. LIFE had a total of 1,100 (2016/17: 1,172)
students in the postgraduate programme, degree
programmes, higher diploma, diploma and diploma
Yi Jin programmes.

Despite the unfavorable demographic changes,
LIFE had successfully captured the niche in some
vocation-oriented disciplines by offering the Early
Childhood Education and Sports Coaching and
Leadership programmes, which were well received
by the market. Coupled with the gradual downsizing
and effective cost control, LIFE managed to achieve
a small surplus of $0.9million for the year (2016/17:

2. 5214870 (2016/17 : 3. 073(8TT) ° 1E4%
ARFEFEARHEDEMEENEER » &
EEEEEI DI E1E5, 900& T (2016/
17 1 430BTTEHE ) ©

EEMNE -~ NE - HELKETRIER

REEHESHETMEHFAIKE - 0 -
HELRETIRIEER @ #HEh®ERRD, 8208
gt (2016/17 : 7, 120870) > REEEEMN
BUE DI~ #HERRETIREENESIHA
3,6208 7T (2016/17 : 3, 440&7T) - 8L
BXHHYEEBEECZA -

FHEDEH) A8

SEFANREREEEER ("LIFE”)

FEARE BN EPEEE ASRETRD -
MEMZMNTESERS  LIFEMNEE ABE
BERFEFETR - AFELIFENAIZE L
BABREAE235A (2016/17 1257 N) °
LIFERFEXNRBRRE BTELURRE
BRNE  XBRERBEXREREGFTE
B4, 100A (2016/17 : 1,172A) ©

BEAODSKTEIERELIFEARR » BLIFER
BRERZHHBEAND B ENEEHK
LEMBERESMREMGE Y ME—F
AL e MMEZESL HBBFEMBERIZFERA
LIFEB2014/15F UIREMEFEFIOE T
B (2016/17 : 5508 TEE ) ° LIFERAR
WA RS B2 Bl &7, 6408 TH17, 5508 7T
RE 1M K B AE FEREER A9 9% ©



$5.5million deficit), the first year in black since
2014/15. The total income and expenditure of LIFE
were $76.4million and $75.5million respectively,
both accounting for 9% of the corresponding total of
the University.

Self-financed Programmes

This sub-segment encompasses all the taught
postgraduate programmes of the University, which
had a total of 472 (2016/17: 333) full-time-equivalent
students. The increase in student enroliments
of 139 was the result of the introduction of three
Master’s programmes, namely MA in International
Higher Education and Management, MSocSci
in Comparative Social Policy (International) and
MSc in Work & Organizational Psychology, and
substantial improvement in enroliments in some
popular programmes, such as MSc in International
Banking & Finance and MSc in Finance. The income
generated by this sub-segment was $67.3million
(2016/17: $46.8million) and the expenditure
incurred was $53.9million (2016/17: $38.8million),
accounting for 8% of the total income and 6% of the
total expenditure of the University. This sub-segment
recorded a surplus of $13.4million (2016/17:
$8.0million) for the year.

Donations

Total income for the year recorded under this
sub-segment was  $46.6million  (2016/17:
$49.2million) while the amount utilized during the
year to support various activities was $41.4million
(2016/17: $33.6million). The increased expenditure
was mainly for the celebration events of the 50"
anniversary and the increased number of research
projects supported by donations. This sub-segment
accounted for $5.2million (2016/17: $15.7million) of
the overall result of the University. In order to make
donations eligible for matching under the new round
of Matching Grant Scheme (“the Scheme”) to be
introduced by the Government in early 2019, many
donors planned to honour their pledged donations to
the University after the effective date of the Scheme.
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Other Activities

This sub-segment mainly consists of the student
hostel, investment activities of the non-UGC funds
and other ancillary services. Although the investment
market slowed down in 2017/18, this sub-segment
recorded a net investment gain of $51.4million
(2016/17: $71.6million) for the year, a decline
of $20.2million or 28%. As at 30 June 2018, the
aggregate market value of the portfolios managed
by investment managers was $702.2million
(2016/17: $652.2million), recording an annual return
of 7.7% (2016/17: 12.2%) while the market value of
the portfolio managed by the University on that date
was $149.8million (2016/17: $137.6million), a return
of 5.4% (2016/17: 12.4%).

Outlook

Given the demographic situation of Hong Kong
in the coming decade, it is highly likely that the
Government will keep the overall First-Year-First-
Degree (“FYFD”) places constant, if not reduced,
for the UGC-funded sector while the medical and
health care related disciplines will be allocated
with more FYFD places to meet the demand of the
society. Competition for recurrent funding among
the UGC-funded institutions would be even more
fierce in the next triennium. In addition to addressing
the key parameters in the UGC funding model, the
University will be using its small size advantage
to take initiative to ride on niche programmes in
demand that are completely new in the market
through self-financed mode. The University believes
that there is still substantial demand in the society for
quality taught postgraduate programmes and it will
focus more in this area, which will also help reduce
the overall unit costs of UGC-funded programmes
by shouldering a larger slice of the UGC-funding
fixed costs.

The University has been in full swing in preparing
for the 2020 Research Assessment Exercise, which
will determine the research funding of the University
beginning 2022 and its impact is expected to last for
at least six years. The University recognizes that
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good research outputs are expected by UGC and it
has to formulate strategies to build a quality research
culture in addition to its teaching excellence goal so
as to preserve the size of its research funding as
well as to generate knowledge for the benefit of the
society.

Based on the successful experience of the breakeven
year in 2017/18, LIFE will continue to identify niche
areas and develop new programmes to meet the
market demand.

Although the University will have to face many
challenges in the years ahead, | believe that, with
the dedications of all staff members and students,
the University will be able to turn all challenges into
opportunities so that it will continue to thrive as an
outstanding liberal arts university.

Loretta Shuen Leung Lai-sheung

Treasurer
Hong Kong, 15 October 2018

QETEZL i E SR BE LUER S BBz X b 2K
HEHIEKE ﬂftﬂ SAENH o

EEPL2017/18F S AT IR ER - LIFE
R HEES IS RS R R LR
RHEHFERK -

BERREFREHERHT LS - BB
5 EFTEEIMEBENBAT - KEERK
B RS DIBERSAEREEES
R

BREE

AJE
& 0 20185E10815H



2017/18 LINGNAN UNIVERSITY FINANCIAL REPORT o 28R K 2B E 9

INDEPENDENT AUDITOR'S REPORT

TO THE COUNCIL OF UINGNAN UNIVERSITY

(established under the Lingnan University Ordinance)

B BB R B EE WS

(1RIRSERA ARG PR L)

Opinion

We have audited the financial statements of Lingnan
University (the “University”) set out on pages 14
to 70, which comprise the statement of financial
position as at 30 June 2018, and the statement
of income and expenditure, the statement of
comprehensive income, the statement of changes
in fund balances and the statement of cash flows
for the year then ended, and notes to the financial
statements, including a summary of significant
accounting policies.

In our opinion, the financial statements give a true
and fair view of the financial position of the University
as at 30 June 2018, and of its financial performance
and its cash flows for the year then ended in
accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”)
and have been properly prepared in compliance with
the Lingnan University Ordinance.

Basis for opinion

We conducted our audit in accordance with Hong
Kong Standards on Auditing (“HKSAs”) issued by the
HKICPA. Our responsibilities under those standards
are further described in the Auditor’s responsibilities
for the audit of the financial statements section of
our report. We are independent of the University
in accordance with the HKICPA's Code of Ethics
for Professional Accountants (the “Code”), and
we have fulfilled our other ethical responsibilities
in accordance with the Code. We believe that the
audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.
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Other information included in the
Financial Report

The Council of the University is responsible for the
other information. The other information comprises
the information included in the Financial Report,
other than the financial statements and our auditor’s
report thereon.

Our opinion on the financial statements does not
cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the financial
statements, our responsibility is to read the other
information and, in doing so, consider whether the
other information is materially inconsistent with the
financial statements or our knowledge obtained
in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed,
we conclude that there is a material misstatement of
this other information, we are required to report that
fact. We have nothing to report in this regard.

Responsibilities of the Council of the
University for the financial statements

The Council of the University is responsible for the
preparation of the financial statements that give
a true and fair view in accordance with HKFRSs
issued by the HKICPA and the Lingnan University
Ordinance, and for such internal control as the
Council determines is necessary to enable the
preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, the Council
is responsible for assessing the University’s
ability to continue as a going concern, disclosing,
as applicable, matters related to going concern
and using the going concern basis of accounting
unless the Council of the University either intends
to liquidate the University or to cease operations or
have no realistic alternative but to do so.
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The Council of the University is assisted by the
Audit Committee in discharging its responsibilities
for overseeing the University’s financial reporting
process.

Auditor’s responsibilities for the audit of
the financial statements

Our objectives are to obtain reasonable assurance
about whether the financial statements as a whole
are free from material misstatement, whether due to
fraud or error, and to issue an auditor’s report that
includes our opinion. Our report is made solely to
you, as a body, in accordance with section 20 of
the Lingnan University Ordinance, and for no other
purpose. We do not assume responsibility towards
or accept liability to any other person for the contents
of this report.

Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in
accordance with HKSAs will always detect a material
misstatement when it exists. Misstatements can
arise from fraud or error and are considered material
if, individually or in the aggregate, they could
reasonably be expected to influence the economic
decisions of users taken on the basis of these
financial statements.

As part of an audit in accordance with HKSAs, we
exercise professional judgement and maintain
professional scepticism throughout the audit. We
also:

Identify and assess the risks of material
misstatement of the financial statements, whether
due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting
from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the
override of internal control.
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Obtain an understanding of internal control
relevant to the audit in order to design
audit procedures that are appropriate in the
circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the
University’s internal control.

Evaluate the appropriateness of accounting
policies used and the reasonableness of
accounting estimates and related disclosures
made by the Council of the University.

Conclude on the appropriateness of the Council’s
use of the going concern basis of accounting and,
based on the audit evidence obtained, whether
a material uncertainty exists related to events or
conditions that may cast significant doubt on the
University’s ability to continue as a going concern.
If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor’s
report to the related disclosures in the financial
statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of
our auditor’s report. However, future events or
conditions may cause the University to cease to
continue as a going concern.

Evaluate the overall presentation, structure and
content of the financial statements, including the
disclosures, and whether the financial statements
represent the underlying transactions and events
in a manner that achieves fair presentation.

We communicate with the Audit Committee
regarding, among other matters, the planned scope
and timing of the audit and significant audit findings,
including any significant deficiencies in internal
control that we identify during our audit.
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We also provide the Audit Committee with a
statement that we have complied with relevant
ethical requirements regarding independence and to
communicate with them all relationships and other
matters that may reasonably be thought to bear on
our independence, and where applicable, related
safeguards.

Ernst & Young
Certified Public Accountants
Hong Kong

15 October 2018
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LINGNAN UNIVERSITY
STATEMENT OF INCOME AND EXPENDITURE

FOR THE YEAR ENDED 30 JUNE 2018
W FREE2018FE6 330 EE

Income

Government Subventions

Tuition, Programmes and
Other Fees

Interest and Investment Income

Donations and Benefactions

Auxiliary Services

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 Education

Services

Other Activities

(Deficit)/Surplus for the Year

WA
IS tHBh &
B RER

Htu &

FERIBREWA

H

EEAYSE ]

SHBNARTS
HAbUgA

i

Bl 5T

BRI
EE
PR
RS

EIE 2

KEFE (B55h) / EeR

EIER—ME
R& KRS H
BER—RHE

BR#%
HAthiEE)

11

2018 2017

HK$ #&T HK$ &
(Note Mizx4) (As restated EF#RH)
473,470,006 471,736,311
264,715,439 248,953,986
70,517,672 88,684,859
34,244,774 42,531,047
34,076,355 30,991,138
4,756,593 8,255,473
881,780,839 891,152,814
405,485,930 374,267,267
40,333,584 39,469,881
45,271,579 42,142,724
51,011,462 41,595,176
97,518,171 80,415,404
137,768,484 130,642,447
103,185,272 96,797,481
4,446,287 6,433,062
885,020,769 811,763,442
(3,239,930) 79,389,372
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LINGNAN UNIVERSITY
STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30 JUNE 2018
2EHFEEET2018FE6 5308 EE

Restricted Funds (Deficit)/Surplus
Other Funds Surplus

(Deficit)/Surplus for the Year

Other Comprehensive
(Loss)/Income which may be
reclassified to the Statement of
Income and Expenditure in
Subsequent Periods:

Changes in Fair Value of
Available-for-sale Investments

Other Comprehensive
(Loss)/Income for the Year

Total Comprehensive
(Loss)/Income for the Year

Transfers to/(from):
Restricted Funds
Other Funds

ZIRFIE S (EH)/ B EF

HitE2REF

FEE (F5Rh) /BeR
FRERFTRRERTIA

W ROVEZE
(B518) /W28

A I E
ASRIEES

AFEREE

(B518) /U

AFE#REZE
(B518) /U

wEE/(a):
FIREIES
Hitg £

Notes

Mt

12

12
13

2018 2017

HK$ &t HKS$ &t
(15,824,824) 516,663
12,584,894 78,872,709
(3,239,930) 79,389,372
(1,002,727) 13,041,174
(1,002,727) 13,041,174
(4,242,657) 92,430,546
(16,827,551) 13,557,837
12,584,894 78,872,709
(4,242,657) 92,430,546
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LINGNAN UNIVERSITY
STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2018

B AN LER 2018565 30H

Non-Current Assets
Property, Plant and Equipment
Available-for-sale Investments
Prepayments

Current Assets

Financial Assets at Fair Value
through Profit or Loss

Accounts Receivable and
Prepayments

Time Deposits with Original Maturity
of more than Three Months but
less than One Year

Cash and Cash Equivalents

Current Liabilities

Accounts Payable and Accruals

Provision for Employee Benefits

Loan Repayable within One Year
- Secured

Deferred Income

Net Current Assets

Total Assets Less Current Liabilities

Non-Current Liabilities
Provision for Employee Benefits
Loan Repayable after One Year

- Secured

Deferred Capital Fund

Net Assets

FEREEE

R ~ ikt
AIHERE
TRATBRTR

MENEE

DS N EERINIEES

HWeREE
FELSBR =0 K
FAfTRRRR
FEIHERN=EH
BXEM —FRIEH
2
RERBREFEY

RERE
FEM BRI TRIZRE R
BEEFE
—FREELERN

- BiRH
EIEUTA

BEERRSRE

IERER &

(=R

—FREELER

- HiEM

BEEFES

AEE

Notes

(i

14
15
16

15

16

17 (a)

17 (b)

18
19
20

21

19
20

22

2018
HKS$ &t

1,214,645,715
77,132,179
2,188,632

2017
HKS$ &t

1,177,227,801
103,383,377
463,262

1,293,966,526

1,281,074,440

702,215,270 652,165,807
14,980,615 17,535,593
637,668,434 708,318,340
88,234,654 31,696,742
1,443,098,973 1,409,716,482
151,893,364 133,224,575
58,297,019 51,725,701
6,857,834 6,857,834
108,910,312 94,562,372
325,958,529 286,370,482

1,117,140,444

1,123,346,000

2,411,106,970

2,404,420,440

12,247,993 11,256,024
34,289,160 41,146,994
46,537,153 52,403,018
825,212,022 808,416,970

1,539,357,795

1,543,600,452
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LINGNAN UNIVERSITY
STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2018
(Continued)

BFEAROSE 2018468300 (&)

Notes 2018 2017
b= HKS$ &t HK$ #T
Operational Funds EEES
Restricted Funds SEREIEE 12 410,014,444 420,602,975
UGC Funds HEEESD 13 427,421,500 486,220,478
Other Reserves HthfEm 13 701,921,851 636,776,999
Total Funds HEs 1,539,357,795 1,543,600,452

Loretta Shuen Leung Lai-sheung 7R:RENE
Treasurer RJE

Rex Auyeung Pak-kuen BXBR{H#E
Chairman of the Council IRE&XHE

Leonard Cheng Kwok-hon, JP EREEZ
President &

lan Woo Chun-tung #B#REE
Comptroller ###%&
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LINGNAN UNIVERSITY
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2018

HEREXREE2018FE6H30EE

Notes
e
Cash Flows from Operating Activities EEEEINIREHE
(Deficit)/Surplus for the Year REE(BH) RS
Adjustments for: BEESE
Depreciation e 14
Transfer to Deferred Capital Fund BERIEEAES
Interest and Investment Income FERBERA 7
Interest Expense in respect of Loan BRAMEREF 2 111
Gain on Disposal of ltems of HERERHR
Property, Plant and Equipment ERMIEE NS
Decrease in Accounts Receivable R EWARR R
and Prepayments FEfTERTX
Increase in Provision for Employee 1 In{E B iaF
Benefits
Increase in Accounts Payable BT ERF R 28
and Accruals TRIREH
Increase/(Decrease) in Deferred Income &N/ A EIELLA
Net Cash Inflow from Operating EEEERYFIRE
Activities AR
Cash Flows from Investing Activities BERHNRERE
Purchases of Equity Investments EAERIRE
Purchases of Items of BERERMREM 14
Property, Plant and Equipment =S|
Proceeds from Disposal of HEERIREER
Equity Investments
Proceeds from Disposal of ltems of HERESRBR
Property, Plant and Equipment BMIEEER

HAIGEM REEE R
R=EREREN—EN

Decrease/(Increase) in Time Deposits
with Original Maturity of more than

Three Months but less than One Year THITFER
Interest Received FIEUA
Dividend Received B% EUA

Net Cash Inflow/(Outflow) from
Investing Activities

REZEHHFREAN/
()=

2018 2017

HK$ &t HKS$ #&JT
(3,239,930) 79,389,372
72,374,729 68,275,616
16,795,052 6,091,921
(70,517,672) (88,684,859)
523,843 675,360
(205,156) (138,714)
15,730,866 65,608,696
510,635 1,853,074
7,563,287 3,264,421
18,700,198 2,417,910
14,347,940 (24,755,838)
56,852,926 48,388,263
- (5,751,000)
(109,792,643) (89,854,588)
31,633,695 29,649,625
205,156 138,714
70,649,906 (157,124,800)
10,328,808 10,500,643
4,073,150 4,136,032
7,098,072 (208,305,374)
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FLOWS

FOR THE YEAR ENDED 30 JUNE 2018 (Continued)

HERERBE2018F6830HEE (&)

Cash Flows from Financing Activities FiZF;EZ#HNRERE

Principal Repayment of Loan HEENAE

Interest Paid MBS

Net Cash Outflow from Financing RIEEESNRRE
Activities piidaey

Net Increase/(Decrease) in HERESE®Y
Cash and Cash Equivalents 1/ GRd) 8558

Cash and Cash Equivalents FZRERAE
at the Beginning of the Year E ¢y

Cash and Cash Equivalents FERZHEEHRSE
at the End of the Year ZEY

Analysis of the Balances of HEeERBEESEEY
Cash and Cash Equivalents: BT :

Cash and Bank Balances W& RIRTTHEER

Non-pledged Time Deposits with
Original Maturity of less than
Three Months

[REHA RN =ER /Y

FEHRFRTE BT AR

Notes

Wi

28
28

17 (b)

17 (b)
17 (b)

2018 2017

HKS$ &7t HK$ &7t
(6,857,834) (6,857,834)
(555,252) (703,340)
(7,413,086) (7,561,174)
56,537,912 (167,478,285)
31,696,742 199,175,027
88,234,654 31,696,742
7,080,230 3,353,668
81,154,424 28,343,074
88,234,654 31,696,742




LINGNAN UNIVERSITY

STATEMENT OF CHANGES IN FUND BALANCES

FOR THE YEAR ENDED 30 JUNE 2018
BEEBREEIREE2018E6H0RERE

Other Funds
HithE &

HK$ &7t
(Note Fz¥13)
1,057,051,111
78,872,709

(12,926,343)

Total
Bt
HK$ &t

1,451,169,906
92,430,546

1,122,997,477

1,543,600,452

1,122,997,477
12,584,894

(6,239,020)

1,543,600,452
(4,242,657)

Restricted Funds

SRHEES

HK$ #EJT

(Note Kz¥12)

Balance as at 1.7.2016 1.7.2016 &8k 394,118,795

Total Comprehensive REFEHEDEBER 13,557,837

Income for the Year

Inter-fund Transfer BEE&ERK 12,926,343

Balance as at 30.6.2017 30.6.2017 8% 420,602,975

Balance as at 1.7.2017 1.7.2017 #&8% 420,602,975

Total Comprehensive AEEHEDM (16,827,551)
(Loss)/Income for the Year (B518) /Wzs

Inter-fund Transfer EEFH 6,239,020

Balance as at 30.6.2018 30.6.2018 #HeR 410,014,444

1,129,343,351

1,539,357,795
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NOTES TO THE FINANCIAL STATEMENTS
BT Es <MY R

2.1

General Information

Lingnan University, formerly Lingnan College,
is the only liberal arts university in the territory,
with the longest established tradition among
the local institutions of higher education.
The University was incorporated on 30 July
1999 following the enactment of the Lingnan
University Ordinance. Its history, however,
dates back to 1888, when its forerunner, the
prestigious Lingnan University in Guangzhou,
China, was founded.

Lingnan University is committed to the
provision of quality education distinguished
by the best liberal arts traditions. It adopts
a whole-person approach to education which
enables its students to think, judge, care and,
ultimately, act responsibly in the changing
circumstances of Hong Kong, the region and
the world.

The principal place of operation is Tuen Mun,
Hong Kong.

Basis of Preparation

The financial statements have been prepared
in accordance with Hong Kong Financial
Reporting Standards, Hong Kong Accounting
Standards and Interpretations (hereinafter
collectively referred to as the “HKFRSs”) and
the accounting policies generally adopted by
higher educational institutions in Hong Kong as
expressed in the Statement of Recommended
Accounting Practice (“SORP”) for University
Grants Committee (“UGC”) Funded Institutions
in Hong Kong.

21
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The financial statements have been prepared
under the historical cost convention, except for
listed equity investments in available-for-sale
financial assets and financial assets at fair
value through profit or loss, which have been
measured at fair value, and are presented in
Hong Kong dollars.

The preparation of financial statements in
conformity with HKFRSs requires the use of
certain critical accounting estimates. It also
requires the Council to exercise its judgement
in the process of applying the University’s
accounting policies. The areas involving a
higher degree of judgement or complexity or
areas where assumptions and estimates are
significant to the financial statements are
disclosed in Note 35.

2.2 Changes In Accounting Policies And

Disclosures

The University has adopted the following
revised HKFRSs for the first time for the
current year’s financial statements.

Amendments to HKAS 7
Disclosure Initiative

None of the above amendments to HKFRSs
has had a significant financial effect on these
financial statements. Disclosure has been
made in note 28 to the financial statements
upon adoption of amendments to HKAS 7,
which require an entity to provide disclosures
that enable users of financial statements to
evaluate changes in liabilities arising from
financing activities, including both changes
arising from cash flows and non-cash changes.

22 §
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2.3 Issued But Not Yet Effective Hong

Kong Financial Reporting Standards

The University has not applied the following
new and revised HKFRSs that have
been issued but are not yet effective, and
potentially relevant to the University’s financial
statements.

HKFRS 9
Financial Instruments’

Amendments to HKFRS 9
Prepayment Features with Negative
Compensation?

HKFRS 15
Revenue from Contracts with Customers!

Amendments to HKFRS 15
Clarifications to HKFRS 15 Revenue from
Contracts with Customers'

HKFRS 16
Leases?

Amendments to HKAS 19
Plan Amendment, Curtailment or Settlement?

HK(IFRIC)-Int 22
Foreign Currency Transactions and Advance
Consideration’

Annual Improvements 2014-2016 Cycle
Amendments to HKFRS 1 and HKAS 28!

Annual Improvements 2015-2017 Cycle
Amendments to HKFRS 3, HKAS 11,
HKAS 12 and HKAS 232

! Effective for annual periods beginning on or
after 1 January 2018

2 Effective for annual periods beginning on or
after 1 January 2019

23 EEBERENCEEMBERSE
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Further information about those HKFRSs that
are expected to be applicable to the University
is described below:

In September 2014, the HKICPA issued the
final version of HKFRS 9, bringing together all
phases of the financial instruments project to
replace HKAS 39 and all previous versions of
HKFRS 9. Under HKFRS 9, a debt instrument
is measured at amortised cost if the asset is
held within a business model whose objective
is to hold assets in order to collect contractual
cash flows and the contractual terms of the
financial asset give rise on specified dates to
cash flows that are solely payments of principal
and interest on the principal outstanding. In
addition, the standard requires an impairment
on debt instruments recorded at amortised cost
or at fair value through other comprehensive
income, lease receivables, loan commitments
and financial guarantee contracts that are not
accounted for at fair value through profit or
loss under HKFRS 9, to be recorded based
on an expected credit loss model either on a
twelve-month basis or a lifetime basis. The
University will apply the simplified approach
and record lifetime expected losses that are
estimated based on the present value of all
cash shortfalls over the remaining life of all of
its accounts receivable and other receivables.

The University does not expect that the
adoption of HKFRS 9 will have a significant
impact on the classification and measurement
of its financial assets. It expects to continue
measuring at fair value all financial assets
currently held at fair value. Unlisted Equity
Investments, at cost currently held as
available-for-sale will be measured at fair
value. Moreover, the University will perform
a more detailed analysis which considers
all reasonable and supportable information,
including forward-looking elements, for
estimation of expected credit losses on its
accounts receivable and other receivables
upon the adoption of HKFRS 9.
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HKFRS 15, issued in July 2014, establishes
a new five-step model to account for revenue
arising from contracts with customers.
Under HKFRS 15, revenue is recognized
at an amount that reflects the consideration
to which an entity expects to be entitled in
exchange for transferring goods or services
to a customer. The principles in HKFRS
15 provide a more structured approach for
measuring and recognising revenue. The
standard also introduces extensive qualitative
and quantitative disclosure requirements,
including disaggregation of total revenue,
information about performance obligations,
changes in contract asset and liability
account balances between periods and key
judgements and estimates. The standard
will supersede all current revenue recognition
requirements under HKFRSs. Either a
full retrospective application or a modified
retrospective adoption is required on the
initial application of the standard. In June
2016, the HKICPA issued amendments to
HKFRS 15 to address the implementation
issues on identifying performance obligations,
application guidance on principal versus agent
and licences of intellectual property, and
transition. The amendments are also intended
to help ensure a more consistent application
when entities adopt HKFRS 15 and reduce the
cost and complexity of applying the standard.
The University plans to adopt the transitional
provisions in HKFRS 15 to recognize the
cumulative effect of initial adoption as an
adjustment to the opening balance of retained
earnings at 1 July 2018. In addition, the
University plans to apply the new requirements
only to contracts that are not completed before
1 July 2018. The University expects that the
transitional adjustment to be made on 1 July
2018 upon initial adoption of HKFRS 15 will
not be material.
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The University expects that the adoption of
HKFRS 15 should not have material impact
on the timing of the revenue recognition but
additional disclosures on the nature, amount,
timing and uncertainty of revenue and cash
flows arising from contracts with customers
will be required.

Significant Accounting Policies

Property, Plant and Equipment and Depreciation

Property, plant and equipment, other than
construction-in-progress, are stated at cost
less accumulated depreciation and any
impairment losses.

The cost of property, plant and equipment
includes its purchase price and the cost directly
attributable to the acquisition of the items.

Subsequent costs are included in the asset’s
carrying amount or recognized as a separate
asset, as appropriate, only when it is probable
that future economic benefits associated with
the item will flow to the University and the cost of
the item can be measured reliably. The carrying
amount of a replaced part is derecognized. All
other repairs and maintenance expenditures
are recognized as expenses in the statement
of income and expenditure during the financial
period in which they are incurred.

Property, plant and equipment, other than
construction-in-progress, are depreciated
so as to write off their cost net of expected
residual value over their estimated useful
lives on a straight-line basis. The useful lives,
residual value and depreciation method are
reviewed, and adjusted if appropriate, at the
end of each reporting period.
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The useful lives are as follows:

Buildings, Structures and Fittings:

20 — 50 years

Leasehold Improvements:

7 years or term of lease, whichever is shorter

Furniture and Equipment:

3 -5 years

Where parts of an item of property, plant and
equipment have different useful lives, the cost
of that item is allocated on a reasonable basis
among the parts and each part is depreciated
separately.

An asset is written down immediately to its
recoverable amount if its carrying amount is
higher than the asset’s estimated recoverable
amount.

An item of property, plant and equipment is
derecognized upon disposal or when no future
economic benefits are expected from its use
or disposal.

The gain or loss on disposal of an item of
property, plant and equipment is the difference
between the net sale proceeds and its carrying
amount, and is recognized in the statement of
income and expenditure on disposal.

Construction-in-progress is stated at cost less
impairment losses, and is not depreciated.
Construction-in-progress is transferred to
the appropriate class of property, plant and
equipment when completed and ready for use.
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Impairment of Property, Plant and Equipment

At the end of each reporting period, the
University reviews the carrying amounts of the
property, plant and equipment to determine
whether there is any indication that those
assets have suffered an impairment loss or
an impairment loss previously recognized no
longer exists or may have decreased.

If the recoverable amount (i.e. the greater of
the fair value less costs to sell and value in
use) of an asset is estimated to be less than
its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount. An
impairment loss is recognized as an expense
immediately.

Where an impairment loss subsequently
reverses, the carrying amount of the asset
is increased to the revised estimate of its
recoverable amount, to the extent that the
increased carrying amount does not exceed
the carrying amount that would have been
determined had no impairment loss been
recognized for the asset in prior years. A
reversal of an impairment loss is recognized
as income immediately.

Leasing

Leases are classified as finance leases
whenever the terms of the lease transfer
substantially all the risks and rewards of
ownership to the lessee. All other leases are
classified as operating leases.

The University as Lessor
Rental income from operating leases is

recognized in the statement of income and
expenditure on a straight-line basis over
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the term of the relevant lease. Initial direct
costs incurred in negotiating and arranging
an operating lease are added to the carrying
amount of the leased asset and recognized
as expenses on a straight-line basis over the
lease term.

The University as Lessee

Assets held under finance leases are initially
recognized as assets at their fair value or,
if lower, the present value of the minimum
lease payments. The corresponding lease
commitment is shown as a liability. Lease
payments are analysed between capital and
interest. The interest element is charged to
the statement of income and expenditure over
the period of the lease and is calculated so
that it represents a constant proportion of the
lease liability. The capital element reduces the
balance owed to the lessor.

The total rentals payable under the operating
leases are recognized in the statement of
income and expenditure on a straight-line
basis over the lease term. Lease incentives
received are recognized as an integrated part
of the total rental expense, over the term of
the lease.

Financial Assets

Financial assets in the scope of HKAS 39
are classified as financial assets at fair value
through profit or loss, loans and receivables
or available-for-sale financial assets, as
appropriate.

The University classifies its financial assets at
initial recognition, depending on the purpose
for which the asset was acquired.
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Regular way purchases or sales of financial
assets are recognized and derecognized on
the trade date basis. A regular way purchase
or sale is a purchase or sale of a financial
asset under a contract whose terms require
delivery of asset within the period generally
established by regulation or convention in the
marketplace.

Financial Assets at Fair Value through Profit or
Loss

Financial assets at fair value through profit or
loss include financial assets held for trading.
Financial assets are classified as held for
trading if they are acquired for the purpose of
sale in the near term.

Financial assets at fair value through profit
or loss are initially measured at fair value.
Subsequent to initial recognition, financial
assets at fair value through profit or loss are
measured at fair value with changes in fair
value recognized in the statement of income
and expenditure in the period in which they
arise.

Loans and Receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. They arise principally through the
provision of services to students and also
incorporate other types of contractual monetary
assets. They are initially measured at fair
value plus transaction costs that are directly
attributable to the acquisition of the financial
assets. Subsequent to initial recognition,
they are carried at amortized cost using the
effective interest method less any identified
impairment losses.
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Available-for-sale Financial Assets

Available-for-sale  financial assets are
non-derivative financial assets that are
designated as available-for-sale or are not
included in other categories of financial assets.
Subsequent to initial recognition, these assets
are carried at fair value with changes in fair
value recognized in other comprehensive
income and accumulated in investment
revaluation reserve within restricted fund
until the investment is derecognized or until
the investment is determined to be impaired,
at which time the cumulative changes in fair
value are reclassified to the statement of
income and expenditure.

When the fair value of unlisted equity securities
cannot be reliably measured because (a) the
variability in the range of reasonable fair value
estimates is significant for that investment or
(b) the probabilities of the various estimates
within the range cannot be reasonably
assessed and used in estimating fair value,
such securities are stated at cost less any
impairment losses.

Impairment Loss on Financial Assets

The University assesses, at the end of
each reporting period, whether there is any
objective evidence that the asset is impaired.
Financial asset is impaired if there is objective
evidence of impairment as a result of one
or more events that has occurred after the
initial recognition of the asset and that event
has an impact on the estimated future cash
flows of the financial asset that can be reliably
estimated. Evidence of impairment may
include:

+ significant financial difficulty of the debtor;

- a breach of contract, such as a default or
delinquency in interest or principal payments;

+ granting concession to a debtor because of
the debtor’s financial difficulty; and

+ itbecomingprobablethatthe debtorwillenter
bankruptcy or other financial reorganization.
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An impairment loss, being the difference
between the asset’s carrying amount and the
present value of the estimated future cash flows
discounted at the original effective interest rate,
is recognized in the statement of income and
expenditure when there is objective evidence
that the assetis impaired. The carrying amount
of financial asset is reduced through the use of
a provision account. When the debt becomes
uncollectible, it will be written off against the
provision account. Conversely, if the doubtful
debt can be recovered subsequently, the same
will be reversed from the provision account,
however, the amount so reversed shall not
exceed previously provided impairment.

Financial Liabilities at Amortized Cost

Financial liabilities at amortized cost including
trade and other payables, the amount due to
UGC and secured loans payable are initially
stated at fair value less directly attributable
transaction costs and are subsequently
measured at amortized cost, using the
effective interest method unless the effect
of discounting would be immaterial, in which
case they are stated at cost.

Gains and losses are recognized in the
statement of income and expenditure when
the liabilities are derecognized as well as
through the amortization process.

Effective Interest Method

The effective interest method is a method of
calculating the amortized cost of a financial
asset or financial liability and of allocating
interest income or interest expense over the
relevant period. The effective interest rate
is the rate that exactly discounts estimated
future cash receipts or payments through the
expected life of the financial asset or liability,
or where appropriate, a shorter period.

ERRBEBRETEECRER B
EBEEBRKERAER  LHRREE
RHERRRBERMNXRIFTR 2G5
RRESRECBEZEETERERS
B-eRMEEREEDEBERARER
R o (W ERBRFEURE] - BIAE B4 AR
8o MR RMERRIKATWE - RIA
WER AR R EEB L BB AT E
BRAZ B IEIRE

LU IER AT BRI EH B 1E

u%%&ﬁ%%m%@ﬁ%@%”

REMEMERF  GRHBAEGEE M
EEEAEREN  YHBRATEER
EERBNRZ2EME  REXAE
BRR KRR E RN AR & » BRIEFTIRAY
FEAER BERERT AR

S

EHEBRERIRILEREER  EE
AV ST S SR R

FERFIH%

ERMFEZRFTECHEENSREE
55 A 30 B AH B HA FE A S A SR
BERAEeHE ERMNXAZBSHE
ENBETEFFEH (MER @ REH
A ) BERALIRMFT AR IR & WREAT K
A= -



2017/18 LNGNAN UNIVERSITY FINANCIAL REPORT o s A28 #3RE 33

Derecognition

The University derecognizes a financial asset
when the contractual rights to the future
cash flows in relation to the financial asset
expire or when the financial asset has been
transferred and the transfer meets the criteria
for derecognition in accordance with HKAS 39.

Financial liabilities are derecognized when the

obligation specified in the relevant contract is
discharged, cancelled or expired.

Cash and Cash Equivalents

Cash comprises cash on hand and at bank and
demand deposits with bank. Cash equivalents
are short-term, highly liquid investments that
are readily convertible to known amounts of
cash and which are subject to an insignificant
risk of changes in value, and have a short
maturity of generally within three months when
acquired.

For the purpose of the statement of financial
position, cash and cash equivalents comprise
cash on hand and at bank, including term
deposits, and assets similar in nature to cash,
which are not restricted as to use.

Provisions and Contingent Liabilities

Provisions are recognized for liabilities of
uncertain timing or amount when the University
has a legal or constructive obligation arising
as a result of a past event, which will probably
result in an outflow of economic benefits that
can be reasonably estimated.
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Where it is not probable that an outflow of
economic benefits will be required, or the
amount cannot be estimated reliably, the
obligation is disclosed as a contingent liability,
unless the probability of outflow of economic
benefits is remote. Possible obligations, the
existence of which will only be confirmed by
the occurrence or non-occurrence of one or
more future events, are also disclosed as
contingent liabilities unless the probability of
outflow of economic benefits is remote.

Revenue Recognition

Revenue is recognized when it is probable
that the economic benefits will flow to the
University and when the amount of revenue
can be measured reliably, on the following
basis:

Tuition Fees and Hostel Fees

Tuition fees and hostel fees are recognized on
an accrual basis.

Block Grants and Non-accountable
Supplementary Grants

Block grants and non-accountable
supplementarygrantsfromUGC arerecognized
as income to the extent of the related revenue
expenditure incurred plus any such other
grants, which are received in excess of the
related expenses incurred, but transferred to
General and Development Reserve Fund in
the reporting period. Subventions received
before the occurrence of the related revenue
and capital expenditure and are in excess of
the transfers to General and Development
Reserve Fund are recognized as Deferred
Income.
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Other Subventions

Other subventions, which are earmarked
for specific purposes, are recognized as
income to the extent of the related revenue
expenditure incurred in the reporting period.
Subventions received before the occurrence
of the related revenue and capital expenditure
are recognized as Deferred Income.

Subventions Spent on Capital Expenditure

Subventions spent on capital expenditure
are treated as Deferred Capital Fund and
recognized as income over the useful lives of
the related assets when the assets are put into
use, to the extent of the related depreciation
incurred for that period.

Interest Income

Interest income is accrued on a time basis
on the principal outstanding at the applicable
interest rate.

Donations

Donations designated for financing capital
expenditure are treated as Deferred Income
when received; any amount spent on capital
expenditure is transferred to Deferred Capital
Fund and recognized as income over the
useful lives of the related assets when the
assets are put in use, to the extent of the
related depreciation incurred for that period.

Other donations in cash of which the unspent
balance need not be refunded are recognized
as income when received or receivable from
the donors.

Investment Income

Dividend income is recognized when the right
to receive payment has been established.
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Rental Income

Rental income is recognized on a time
proportion basis over the lease terms.

Employee Benefits

Employee Leave Pay

Employee entitlements to annual leave
are recognized when they accrue to the
employees. A provision is made for the
estimated liability for annual leave as a result
of services rendered by employees up to the
end of the reporting period.

Mandatory Provident Fund

The University operates a defined contribution
Mandatory  Provident Fund retirement
benefits scheme (the “MPF Scheme”) under
the Mandatory Provident Fund Schemes
Ordinance, for its employees. Contributions
are made based on percentage of the
employees’ basic salaries and are charged
to the statement of income and expenditure
as they become payable in accordance with
the rules of the MPF Scheme. The assets of
the MPF Scheme are held separately from
those of the University in an independently
administered fund. The University’s employer
mandatory contributions vest fully with the
employees when contributed into the MPF
Scheme, while voluntary contributions vest
with them according to the vesting schedule
of the Scheme.

Foreign Currencies

The University determines its own functional
currency and items included in the financial
statements of the University are measured
using that functional currency. Foreign
currency transactions are initially recorded
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using the exchange rates ruling at the date
of the transactions. Monetary assets and
liabilities denominated in foreign currencies
are retranslated at the exchange rates ruling
at the end of reporting period. All differences
are taken to the statement of income and
expenditure. Non-monetary items that are
measured in terms of historical cost in a foreign
currency are translated using the exchange
rates at the dates of the initial transactions.
Non-monetary items measured at fair value
in a foreign currency are translated using the
exchange rates at the date when the fair value
was determined.

Reserves
Endowment Donations

Endowment Donations represent donations
which are being held intact in perpetuity and
only the interest income therefrom can be
utilized for the general development of the
University and designated purposes.

General and Development Reserve Fund

General and Development Reserve Fund
(“GDRF”) represents unspent funds of UGC
recurrent grants from one funding period
(usually a triennium) to the next. The balance
of GDRF at the end of a funding period which
can be carried over to the next funding period
should not exceed 20% of the University’s
approved recurrent grants for that funding
period. Should the balance of the GDRF at
the end of a funding period exceed the ceiling
allowed for that funding period, the excess
should be transferred to Amount Refundable
of Unspent Recurrent Grants in the account
of Amount Due to UGC pending the recovery
by the UGC.
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Operations Reserves
Operations Reserves comprise the funds

generated from the self-financing programmes
and projects of the University.

Deferred Capital Fund

Deferred Capital Fund represents the
Government subventions and campus
development donations spent in the purchase
of property, plant and equipment or capital
projects which are subject to depreciation.
Deferred Capital Fund will be reduced to the
same extent as and when the depreciation
of the related property, plant and equipment
is charged to the statement of income and
expenditure.

Deferred Income

Funds earmarked for specific purposes,
of which the unspent balance should be
refunded, including Government subventions,
donations and benefactions, and interest and
investment income arising from these funds,
are not recorded as income if the related
expenditure has not yet been incurred during
the year. Funds of such nature received but
not yet recognized in the statement of income
and expenditure are recorded as Deferred
Income.

Capital Management

The various restricted and other funds of
the University represent the accumulated
unspent balance of subventions, fees income,
donations, investment income, income
generated from self-financing activities and
other designated funds. These funds are
managed according to the relevant grant
and funding conditions, where applicable,
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and the University’s investment and financial
management guidelines and procedures. The
objective is to safeguard the University’s ability
to continue as a going concern and to maintain
optimal reserves to provide tertiary education
and to support the future development of the
University.

The University manages its capital structure
and makes adjustments in accordance with
changes in economic conditions and the risk
characteristics of its activities. During the
year ended 30 June 2018, the University’s
overall capital management policy remained
unchanged from prior years.
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5. Government Subventions

B FEEN &

Subventions from UGC

Block Grants
Supplementary Adjustments

Earmarked Grants
Research
Others

Rates and Government Rent Refunded

Capital Grants and AA&I Block
Allocation

Grants from Government Agencies
Rates and Government Rent Refunded
Others

AREWHEE
2w
g RN 2 AR

EERRMEE
i
HAth

= B R M AH IR R

EECUEMEME

RofiE TReEEaiisn

-3 i A
0 R R RN
Hith

6. Tuition, Programmes and Other Fees

28 REREMNE

UGC-Funded Programmes
Tuition Fees
Programme and Other Fees

Non UGC-Funded Programmes
Tuition Fees
Programme and Other Income

BETEENRE
B8
ARz R E M E

FHRTRERE
c
BRIZR A

2018 2017
HK$ #T HK$ &t
373,062,469 388,111,431
32,415,000 21,702,000
405,477,469 409,813,431
6,881,858 5,706,104
5,200,392 5,001,057
12,082,250 10,707,161
7,270,047 6,987,955
36,182,596 34,366,861
461,012,362 461,875,408
870,500 1,059,518
11,587,144 8,801,385
12,457,644 9,860,903
473,470,006 471,736,311
2018 2017

HK$ &t HK$ &t
121,315,305 121,369,197
2,300,711 1,541,175
123,616,016 122,910,372
137,130,626 121,025,008
3,968,797 5,018,606
141,099,423 126,043,614
264,715,439 248,953,986
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7. Interest and Investment Income

FNERIKEBEIA

Interest Income FIEUZA

Dividends Income B% S A

Net Foreign Exchange Gain/(Loss) TEHIF AN R UL/
on Time Deposits (B518)

Net Realized and Unrealized Gain BERRAERNIEE R
on Investment g

8. Donations and Benefactions
fEFR B GEBE

Capital Projects B#IEH
Scholarships, Prizes and Bursaries RES  RERPES
Donations for Research Activities (Note)  8BHIFZ EED (M)
Others (Note) Hth (FyEE)

Note: During the year, donation received from the Hong Kong Jockey Club
Charities Trust was HK$2.71million (2017: HK$0.77 million) and from the
Jean C K Ho Family Foundation was HK$0.20 million (2017: HK$0.27

million).

9. Auxiliary Services

5 B R 7%
Residence Halls BE
Auditorium rEgE
Car Park SHEG
Catering Services BERTS
Rental Income FAslA
Rental Contribution from Staff HBEHS
Sports Complex BEE

2018 2017
HK$ &t HK$ &t
10,020,395 12,086,247
4,150,834 3,949,592
- (496,965)
56,346,443 73,145,985
70,517,672 88,684,859
2018 2017

HK$ &t HKS$ &It
6,001,285 6,004,829
12,322,074 9,141,779
5,362,685 7,115,408
10,558,730 20,269,031
34,244,774 42,531,047

Wit AEEEERERRESEESNERA
271EHBTT (2017 1 TTEBT) RASRRKE
MBI AR20E BT (2017 1 278HBTT) -

2018 2017

HK$ & HK$ &t
30,704,605 27,295,864
193,075 219,274
825,630 678,060
600,000 1,020,000
964,710 882,927
601,715 599,023
186,620 295,990

34,076,355 30,991,138




10. Other Income

EMUTA

Contract Research

Survey and Service Income

Miscellaneous

11. Expenditure

szt

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
Education Services
Other Activities

BRRHATE

HERARE

(B

PR ER
=

H{thE3 1l
AR5

iz
EIRR
—RxziE
RERK
FERAZ H
BER—M
HERTS
HAthimEh

Total Expenditure 2017/2018

2017/2018 FE % H

Total Expenditure 2016/2017

2016/2017 EEHBZ H

(Note ffzE11.2)

2018 2017
HK$ &It HK$ &7t
HEMR 2,506,362 5,005,912
BERRIELA 589,000 1,940,000
HIBWA 1,661,231 1,309,561
4,756,593 8,255,473
Staff Costs Operating
and Benefits Expenses 2018 2017
£S5 %3 Depreciation Total Total
FrinEF 2 e st st
HK$ &t HK$ &t HKS$ &t HKS$ &It HK$ #Jt
(As restated
BERSE)
358,027,174 46,785,762 672,994 405,485,930 374,267,267
21,004,901 18,555,165 773,518 40,333,584 39,469,881
26,940,977 12,351,771 5,978,831 45,271,579 42,142,724
42,045,862 8,797,223 168,377 51,011,462 41,595,176
448,018,914 86,489,921 7,593,720 542,102,555 497,475,048
70,474,263 26,695,761 348,147 97,518,171 80,415,404
10,284,240 64,992,439 62,491,805 137,768,484 130,642,447
31,642,716 70,505,559 1,036,997 103,185,272 96,797,481
1,032,584 2,509,643 904,060 4,446,287 6,433,062
113,433,803 164,703,402 64,781,009 342,918,214 314,288,394
(Note K¥zE11.1)
561,452,717 251,193,323 72,374,729 885,020,769
(Note Fy&E11.2)
523,995,954 219,491,872 68,275,616

811,763,442



11.1  Analysis of Institutional Support Operating Expenses
B IR EES A

Management and General
Auditor’s Remuneration
Furniture and Equipment
Insurance - General
Legal and Professional Fees
Office and Publicity Expenses
Repairs and Maintenance
Staff Recruitment
Staff Development and Training

Interest Expense in respect of Loan

Premises and Related Expenses
Furniture and Equipment
Government Rent and Rates
Insurance - Property
Minor Works
Legal and Professional Fees
Office Expenses
Premises and Facility Rental
Repairs and Maintenance
Utilities, Cleaning, Communication,

Security and Management Services
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EER IR

R EETIN

ER KM

— Rz iR
FRRBERBER
WMAEREERH
HERRE
BTIREE

BT
ERMERF B3z H

RE RS H

HR Kt
BRI A K 2= 8
FERR

NERTRE
FRRBERBER
WMAEZH

BE ke E
HIERRE

ARBRTS ~ FR &AL

REREIERTE

2018 2017

HKS$ &7 HKS &t
(As restated

i)

626,000 588,795
555,420 246,781
1,081,276 1,058,840
1,315,457 641,053
21,013,811 8,850,861
299,779 94,816
990,160 1,050,693
290,015 249121
523,843 675,360
26,695,761 13,456,320
2,722,171 4,012,634
8,140,547 8,047,473
294,739 164,994
3,965,272 1,926,087
1,606,061 484,787
335,568 228,298
1,139,193 5,352,203
12,014,974 10,140,133
34,773,914 32,148,227
64,992,439 62,504,836
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1.1 Analysis of Institutional Support Operating Expenses (continued)

WIS IREESHA (1&)

Student and General Education Services
Ceremonies, Assembly and Promotions
Careers and Counselling Services
Furniture and Equipment
Student Exchange
Office Expenses
Residence Hall Expenses
Repairs and Maintenance
Student Activities, Study Tour and

Grants to Student Societies
Sports Facilities
Scholarship and Financial Aid
Staff Development and Training
Student Medical and Dental
Scheme

Other Activities
Auditorium Operations
Catering Services
Survey and Service
Transportation Service

BYR—BERS
S~ EERIHE
TE R AR

EE KM
BN
WMAEZH
BEXH
HIERIRE

BAERE  BEE
REBNBE G

EE I

BESRMER

BT

BLRBRIFHR

fzatEl

HfthiEED
AEEEE
EERRTS
RERRT
EEARTS

11.2  Analysis of Staff Costs and Benefits

U 8 FHEnE R 2 A

Salaries and Wages
Gratuities

MPF Contributions
Other Benefits

FEaRIE
HoimM =
RS MM
HAtbigF

2018 2017

HK$ #iT HKS &t
(As restated

i)

2,352,474 1,457,734
387,007 375,551
157,019 20,971
6,007,586 6,264,950
2,471,543 1,370,242
29,131,345 27,329,185
1,004,805 648,346
9,841,049 7,739,893
853,598 593,990
16,926,551 17,529,274
39,857 7,200
1,332,725 1,366,507
70,505,559 64,703,843
1,245,237 862,195
1,106,340 2,122,260
52,880 328,948
105,186 103,954
2,509,643 3,417,357
164,703,402 144,082,356
2018 2017

HK$ &7 HK$ &t
(As restated

EFiml)

477,447,720 446,428,898
36,227,425 32,707,799
21,618,797 21,044,444
26,158,775 23,814,813
561,452,717 523,995,954




12. Restricted Funds
ZREIEE

Balance as at 1.7.2016 #5853

Transfer from/(to) Statement of
Comprehensive Income

EE(E)2EBEER

Inter-fund Transfer

S XELY

Balance as at 30.6.2017 #5g&

Balance as at 1.7.2017 #5685

Transfer from/(to) Statement of
Comprehensive Income

HE(E)2ERER

Inter-fund Transfer
ABEKR

Balance as at 30.6.2018 #5£%
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Investment Designated Funds
Revaluation ETHEES

Endowment Reserve Donations/ Endowment
Donations wE Funds Funds Total
BB Bk BR/EE BXRESE st
HK$ T HKS$ &7t HKS$ &7t HK$ &7t HKS &7t
86,573,162 11,269,844 268,328,363 27,947,426 394,118,795
10,300,000 13,041,174 (9,783,337) - 13,557,837
3,054,659 - 9,871,684 - 12,926,343
99,927,821 24,311,018 268,416,710 27,947,426 420,602,975
99,927,821 24,311,018 268,416,710 27,947,426 420,602,975
7,066,800 (1,002,727) (22,891,624) - (16,827,551)
- - 5,258,688 980,332 6,239,020
106,994,621 23,308,291 250,783,774 28,927,758 410,014,444
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13. Other Funds
HihE &

Balance as at 1.7.2016 #5E%

Transfer from/(to) Statement of
Comprehensive Income

ER(E)2EBEER

Inter-fund Transfer

S XELY

Balance as at 30.6.2017 #5&x

Balance as at 1.7.2017 #5685

Transfer from/(to) Statement of
Comprehensive Income

HE(E)2ENER

Inter-fund Transfer

BERAK

Balance as at 30.6.2018 #&8%

UGC Funds Other Reserves
BEEESE Hithfikfm
General and Unallocated Non-Designated
Development Matching Operations Donations and
Reserve Fund Grants Reserves Benefactions
—MRER RABLR&E EiE JEREERE Total
EfEEE BB & A Bk BRRE et
HK$ &7 HK$ &7t HK$ &t HK$ &t HKS$ it
308,092,185 181,763,957 413,725,769 153,469,200 1,057,051,111
(795,534) - 72,272,666 7,395,577 78,872,709
- (2,840,130) (9,324,120) (762,093)  (12,926,343)
307,296,651 178,923,827 476,674,315 160,102,684 1,122,997,477
307,296,651 178,923,827 476,674,315 160,102,684 1,122,997,477
(58,202,084) - 66,421,735 4,365,243 12,584,894
3,035,382 (3,632,276) (5,146,694) (495,432) (6,239,020)
252,129,949 175,291,551 537,949,356 163,972,495 1,129,343,351

As at 30 June 2018, the total balance of UGC Funds derived from General
and Development Reserve Fund and Unallocated Matching Grants was
HK$427.4 million (2017: HK$486.2 million).

As at 30 June 2018, the total balance of Other Reserves derived from
Operations Reserves and Non-Designated Donations and Benefactions
was HK$701.9 million (2017: HK$636.8 million).

20186 H30H » A—MEBEREES MK
AE AR B ERCHESESBERE
4. 27MEBTT (2017 © 4. 862{8387T) ©

720185 6H30H @ HEEMIBLIFTEEARE
A BB AR B AR BB R AT, 0196878 TT
(2017 : 6.368EHIT) ©



14. Property, Plant and Equipment
RE - w23
Buildings,
Structures & Leasehold
Fittings Improvements Construction- Furniture &
RE-IBER fAE&E in-Progress Equipment Total

EIZE KT HRIRE EEIE ZFERSEM #ast

HKS$ &t HKS$ &It HK$ &t HK$ A&7t HK$ &t
Cost Fia
At 1 July 2017 5820177 B1H 1,490,723,286 296,030,966 76,067,545 135,669,089 1,998,490,886
Additions BEE 1,845,388 16,901,271 73,954,518 17,091,466 109,792,643
Disposals iRE - (4,433,514) - (1,813,877) (6,247,391)
Transfers #&13§ 126,306,107 867,350 (127,173,457) - -
At 30 June 2018 3201836 H30H 1,618,874,781 309,366,073 22,848,606 150,946,678 2,102,036,138
Accumulated Depreciation RfFHTE
At 1 July 2017 F2201757B1H 465,096,632 234,686,205 - 121,480,248 821,263,085
Depreciation Provided 34,643,502 24,821,038 - 12,910,189 72,374,729

during the Year
AEREHEITE
Disposals iRE - (4,433,514) - (1,813,877) (6,247,391)
At 30 June 2018 4201856 H30H 499,740,134 255,073,729 - 132,576,560 887,390,423
Cost g &~
At 1 July 2016 5320167 B1H 1,471,968,621 287,019,275 29,748,718 127,214,131 1,915,950,745
Additions EE 14,661,046 12,658,430 50,412,446 12,122,666 89,854,588
Disposals [ZE - (3,646,739) - (3,667,708) (7,314,447)
Transfers 54 4,093,619 - (4,093,619) - -
At 30 June 2017 58201746 A30H 1,490,723,286 296,030,966 76,067,545 135,669,089 1,998,490,886
Accumulated Depreciation ZfFHTE
At 1 July 2016 5820167 H1H 435,237,929 211,606,235 - 113,457,752 760,301,916
Depreciation Provided 29,858,703 26,726,709 - 11,690,204 68,275,616
during the Year

AERETHEITE
Disposals [ZE - (3,646,739) - (3,667,708) (7,314,447)
At 30 June 2017 5820176 H30H 465,096,632 234,686,205 - 121,480,248 821,263,085
At 30 June 2018 14201856 830H 1,119,134,647 54,292,344 22,848,606 18,370,118 1,214,645,715
At 30 June 2017 14201756 530H 1,025,626,654 61,344,761 76,067,545 14,188,841 1,177,227,801
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15. Investments

wE

Available-for-sale Investments

Unlisted Equity Investments, at cost

Listed Equity Investments
in Hong Kong, at fair value

Unlisted Investment Funds, at fair

value

Financial Assets at Fair Value
through Profit or Loss
Unlisted Investment Funds,

at fair value

AItHERE
FELEHERIRE A E

LR E
FE AnfEE

FEmEERE  AREE

DV MR INIEES
NEMEE
FLEHERIRE
ARfEE

The fair value hierarchy of the financial instruments at the end of the

reporting period is presented in Note 32.

16. Accounts Receivable and Prepayments

FEUSTBR TR R TR RRFX

Accounts Receivable

Other Receivables
Prepayments

Rental and Sundry Deposits

Less: Non-current Portion

Current Portion

FELSBRTR

H A FEUTIRTL
FRffBRRR
HERMIREE

W FERENER S

it )

Accounts receivable and other receivables are net of provision for doubtful
debt. The age analysis of the accounts receivable at the end of the

reporting period is presented in Note 31.

2018 2017
HK$ &t HK$ &t
500 500
65,990,569 93,302,071
11,141,110 10,080,806
77,132,179 103,383,377
702,215,270 652,165,807
702,215,270 652,165,807
779,347,449 755,549,184

RBEEFANESR TENAREEDRFIZIR

2018 2017

HK$ &It HKS &7t
(As restated

EFiml)

5,123,487 5,328,462
370,904 641,821
11,036,552 10,636,714
638,304 1,391,858
17,169,247 17,998,855
(2,188,632) (463,262)
14,980,615 17,535,593

FEUER TR S L W AR R IR R ERAT IR RS -
REEREE B BUERRAVIRER 275 R M &



16. Accounts Receivable and Prepayments (continued)

FEUSBR TR &% TR RRTR (78)

Provision for doubtful debt recognized in respect of accounts
receivable and other receivables is as follows:

Balance as at 1 July

Reversal of Provision

Balance as at 30 Jun
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17.  Time Deposits and Cash and Cash Equivalents
THEMRRIRERREFEY

(a) Time Deposits

Time Deposits with Original Maturity
of more than Three Months but
less than One Year

Classified as Current Assets

Time Deposits with Original Maturity
of less than Three Months
Classified as Current Assets-
Cash and Cash Equivalents
(Note 17(b))

Total

(b) Cash and Cash Equivalents

Time Deposits with Original Maturity
of less than Three Months (Note 17(a))

Cash and Bank Balances

Cash and Cash Equivalents

FEWIR SR S LA BRIz EFERR R AR AT

EBENT
2018 2017
HK$ #T HK$ #JT
781 B#5ER 3,987,184 6,315,745
g b - (2,328,561)
6 530 HALER 3,987,184 3,987,184
2018 2017
HK$ &t HK$ EJT
(a) EEATFRX
FREEFR RN =EA 637,668,434 708,318,340
BER—ERNTEEER
JERENEE
FREEAR%EMR=EA 81,154,424 28,343,074
BIEERTFERR
JERBEE-HER
REEEWNEE17(b))
st 718,822,858 736,661,414
(b) RERIBEEEY
REEIR%ER=EA 81,154,424 28,343,074
B HITERR(MEEE1 7())
H& RIRITHEER 7,080,230 3,353,668
He RIESEEY 88,234,654 31,696,742
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18. Accounts Payable and Accruals

ERMR R TARREA

Accounts Payable
Accruals and Provisions
Retentions Payable

and Deposits Received
Receipts in Advance
Deferred Course Income
Deferred Research Income
Amount Due to UGC

19.  Provision for Employee

e g naFIE s

Staff Costs:

Salaries and Wages

Gratuities

Other Employee Benefits

Retirement Benefit
Scheme Contributions

Payable:
Within One Year
After One Year

FEATBRR
TRIZE F KR
FEH0R S
REWEUZRE
FRUBRR
EIEERFZA
EFERZEUTIA
WRHES

Benefits

HHE LA
FERIE
HrmiE
Hithfg B ia#|
BREATEFFTEIHRR

FEASHARR -
— 2P
— btk

2018 2017
HK$ #JT HK$ &t
11,451,027 11,793,972
28,526,281 19,669,677
22,383,725 22,332,679
51,028,145 35,180,540
321,548 292,417
- 961,638
38,182,638 42,993,652
151,893,364 133,224,575
2018 2017
HK$ &t HK$ &t
29,268,634 26,388,325
40,994,406 36,349,537
124,983 135,770
156,989 108,093
70,545,012 62,981,725
58,297,019 51,725,701
12,247,993 11,256,024
70,545,012 62,981,725
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20. Loan - Secured
B3 - 5iEH

As at 30 June 2018, the outstanding Loan balance would be
repayable as follows:

Repayable: EfTHY

Within One Year —FR

More than One Year, but not —FERERN
exceeding Two Years

More than Two Years, but not MEEAFA
exceeding Five Years

After Five Years AFLR

For the purpose of constructing a permanent premises for
the Community College for the provision of self-financed
sub-degree programmes, the University obtained an interest
free loan of HK$205.7 million (“the Loan”), repayable in 10
equal annual instalments, from the Financial Secretary
Incorporated (“the Lender”) in 2002. In September 2009,
the repayment period of the Loan was extended to 20 years.
Pursuant to the extension, the first 10 years remained interest
free, and thereafter, a “no-gain-no-loss” (“NGNL”) interest
rate to be determined by the Lender annually will be charged
on the outstanding Loan amount. The NGNL interest rate for
2018 was 1.132% (2017: 1.132% to 1.282%) per annum.

In consideration of the Loan, all incomes generated from the
courses for which the Loan was granted have been charged to
the Lender by way of a first fixed charge. As a further security
to the Loan, by way of a first floating charge, all assets and
rights, both present and future, of the University have been
assigned to the Lender.

As at 30 June 2018, the outstanding Loan balance amounted
to HK$41.1 million (2017: HK$48.0 million).

2018563308 » REEMNEFENH
DHTET ¢

2018 2017

HK$ &t HKS$ &7t
6,857,834 6,857,834
6,857,834 6,857,834
20,573,502 20,573,502
6,857,824 13,715,658
34,289,160 41,146,994
41,146,994 48,004,828

RY BEDEERIKARS KRB
BHEMDNTHEERERRE KR
20020 ARSI R EE (“EFRAT)
E32. 057EBTTREER (“EFK") >
PIOEFEIE - FR2009F98 » & E
HUEEFRIIE R Z 204 - BRPERE -
BI0FEKARE  HE  SFEER
FHR o RBAZNAE  FMEXAEGFEH
ERAZ T AERAE ) WRADRAE - R
20185 » &% " ABRAE L WRXAER
1.132% (2017 : 1. 132%Z1.282%) -

RYBEER  REALEZXKARS
NEEMRENMBWA » UE—EE
ERENERGBERA © 15 REFT
BRAERKRRNEERERS  BHLUE—
FEEFNEFRERA -

20184 6H30H » REEMNERA
4, 110E5T (2017 @ 4, 8008B7T) o
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22.

Balance as at 1.7.2016
fEER

Capital Fund Earned
(Note 21)
REVEAREE
(PR=E 21)
Capital Fund Released

Balance as at 30.6.2017
fEER

Balance as at 1.7.2017
fEER

Capital Fund Earned

(Note 21)
REVEAREE

(Fe5E 21)

Capital Fund Released

Balance as at 30.6.2018
fEER

Deferred Capital Fund
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Capital
Grants and
Earmarked AA & | Block
Grants Allocation  Grants from Campus
EBERE EHiBE Government Development
Block s INEHIER Agencies Donations
Grants Others METRE L EAFERPY REBRR Total
BEWDE Hith BREEX g EizEaN et
HKS$ &7t HKS #Et HKS$ 7T HK$ &t HKS$ &t HK$ &7t
24,368,398 146,066 585,053,894 - 192,756,691 802,325,049
23,824,516 98,000 38,137,500 - - 62,060,016
(16,560,512) (100,301)  (33,302,453) - (6,004,829) (55,968,095)
31,632,402 143,765 589,888,941 - 186,751,862 808,416,970
31,632,402 143,765 589,888,941 - 186,751,862 808,416,970
24,810,543 - 51,434,144 - - 76,244,687
(18,955,662) (84,966)  (34,407,722) - (6,001,285) (59,449,635)
37,487,283 58,799 606,915,363 - 180,750,577 825,212,022




23. Remuneration of the Higher Paid Staff
B 5 B, &

The numbers of the higher paid staff falling in the following
bands of annual equivalent remuneration were:

HK$ #T
1,800,001 - 1,950,000
1,950,001 - 2,100,000
2,100,001 - 2,250,000
2,250,001 - 2,400,000
2,400,001 - 2,550,000
2,550,001 - 2,700,000
2,700,001 - 2,850,000
2,850,001 - 3,000,000
3,000,001 - 3,150,000
3,150,001 - 3,300,000
3,300,001 - 3,450,000
3,450,001 - 3,600,000
3,600,001 - 3,750,000
3,750,001 - 3,900,000
3,900,001 - 4,050,000
4,050,001 - 4,200,000
4,200,001 - 4,350,000
4,350,001 - 4,500,000
4,500,001 - 4,650,000
4,650,001 - 4,800,000

2018

21
11

- N = O =

44

DR T BB FEF M A B RIS Fr
BBENER

2017
20

39



24. Matching Grants and Matched Donations Movement Analysis

AC¥dtHBh & K S EE H R EE 24
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2018 2017
UGC-funded Operations UGC-funded Operations
HESEHEE BETEHEE
Matching Matched Matching Matched
Grants Donations Grants Donations
EfMbE CEREER ki cSEERBEX
HKS &It HK$ AT HKS$ &7t HK$ &t
Amount received S UFIE
Balance as at 1 July 7 B1 BiEER 220,545,383 179,827,791 223,960,243 181,650,940
Interest and Investment FERBEWA 372,356 6,305,512 380,957 2,035,471
Income
220,917,739 186,133,303 224,341,200 183,686,411
Expenditure 3z
Teaching and Research HEBRWEREA - 252177 24,428 83,922
Enhancement
Internationalization and BIFE L B 7,915 285,000 13,124 370,500
Student Exchange SEE)
Activities
Scholarships & Prizes EEL RIS 4,016,422 2,186,946 3,225,000 1,698,823
Bursaries BEs - 23,580 - 91,944
Student Development BARE 262,307 462,342 532,923 1,417,176
Others Hith 1,127 23,990 342 196,255
4,287,771 3,234,035 3,795,817 3,858,620
Unspent Balance as at 30 June 6 H30HkB#5eR 216,629,968 182,899,268 220,545,383 179,827,791

ict - B20126F8 FiE » I RBh A BIIRRESF
BESED  RBIAZBREEMRBEEREF
HEATEC IR - BRNAESEEBNEEN
FEETEMNLLE  FrAXHEIRERRELE
URELTHIES) -

Note: No donation, that could be matched, was received for self-financing
operations since the extension of the Matching Grant Scheme to
non-UGC-funded activities in August 2012. As the UGC-funded operations
of the University were at degree or above level, no expenditures were
incurred for the activities of sub-degree level.
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25. Pilot Mainland Experience Scheme for Post-secondary Students (“the Scheme”)

B B4 ithEeERt St BB E (5187 )

The University has complied with all the requirements of the ~ KEBEBITTBIMFTARMG - HBHEIN
Scheme. In accordance with the disclosure requirements  IKEER » e ¥ @IS - DERHIBEAK
of the Scheme, the details of the matching grants, matched — EAEBISX HIFHEANT -

donations of the Scheme and their related expenditure are

summarized as follows:

2018 2017

Matching Matched Matching Matched
Grants Donations Grants Donations
e CEERHER EKREWSPE SEEHEN
HK$ &t HK$ &t HK$ &t HK$ &t

Balance as at 1 July 7 B1 Bi#&ER 479,611 - 778,924 10,000

Amount received EUFRIE
Interest/Investment FEAZEWA 4,349 - 5,335 -

Income
4,349 - 5,335 -
Expenditure T H

Programme Costs JRENR A 273,272 - 304,648 -
Others Hite - - - 10,000
273,272 - 304,648 10,000

Balance as at 30 June 6 8330 Bi&ER 210,688 - 479,611 -
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26. Subsidy on Exchange for Post-secondary Students (“the Subsidy Scheme”)

B FBAEINRERETE (“BBETE)

The University has complied with all the requirements of
the Subsidy Scheme. In accordance with the disclosure
requirements of the Subsidy Scheme, the details of the income
and expenditure of the Subsidy Scheme are summarized as
follows:

REBCETEMFBINMERE - RRE
Bhat BIRVIRER R - LB BT EIIZRA R
SHEBAENT

Community Lingnan

College at Institute

Lingnan of Further

Lingnan University Education
University EEEap N Hp AR Total
ERAS TR FEEESR #aEt

HK$ &7t HK$ T HKS$ &t HK$ &t

Balance as at 1 July 2016 201647 A1 B#EER 10,870,496 655,823 3,875,681 15,402,000

Net Amount Received/(Refunded) BU/GRR)FEFRIE

Grants Refunded REIHEENE (7,089,893) (208,498)  (3,534,089) (10,832,480)
Interest/Investment Income FIBAEEWA 41,740 3,075 3,666 48,481

(7,048,153) (205,423)  (3,530,423) (10,783,999)

Expenditure FH
Programme Costs SEEIRA 2,026,200 139,500 71,250 2,236,950
2,026,200 139,500 71,250 2,236,950
Balance as at 30 June 2017 2017 56 B30 BitER 1,796,143 310,900 274,008 2,381,051
Balance as at 1 July 2017 201747 B1 HigER 1,796,143 310,900 274,008 2,381,051

Net Amount Received/(Refunded) EU/GRE])FERIE

Grants Received SUtEBN £ 3,344,203 - 200,000 3,544,203
Grants Refunded REFEIE (1,540,821) (310,794) (284,152) (2,135,767)
Interest/Investment Income FEAREWA 24,194 968 13,231 38,393
1,827,576 (309,826) (70,921) 1,446,829

Expenditure ZH
Programme Costs JEEIRR A 2,056,800 - - 2,056,800
2,056,800 - - 2,056,800

Balance as at 30 June 2018 20186 A30 HidER 1,566,919 1,074 203,087 1,771,080
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27. Subsidy on Exchange to “Belt and Road” Regions for Post-secondary

Students (“the Subsidy Scheme”)

HEr2g T

The University has complied with all the requirements of

the Subsidy Scheme.

In accordance with the disclosure

requirements of the Subsidy Scheme, the details of the income
and expenditure of the Subsidy Scheme are summarized as

follows:

Balance as at 1 July 2016
Amount Received

Interest/Investment Income

Expenditure

Programme Costs

Balance as at 30 June 2017

Balance as at 1 July 2017

Net Amount Received/
(Refunded)

Grants Received
Grants Returned
Interest/Investment Income

Expenditure

Programme Costs

Balance as at 30 June 2018

201657 B1 Ritss
BuEIE

FRAREWA

St

EENRA

201756 830 BiteR

201757 B1 BitEs

EUUGRRE])F5IE

SUEEIE
REHEE
MEMREBEWA

X

EENANA

20186 A30 Hites

B RREBETE (“BBhETE" )

AREEET

EBEtEINATE RN

R

ERFEINMEZER - L EBIFTE2
AR BB

Community Lingnan

College at Institute

Lingnan of Further

Lingnan University Education
University KA SER AR Total
EREAR MESR SRR #ast
HK$ &t HK$ #&T HK$ &t HK$ #&JT
4,015,970 383,657 301,295 4,700,922
35,035 2,756 2,761 40,552
35,035 2,756 2,761 40,552
368,975 92,650 19,500 481,125
368,975 92,650 19,500 481,125
3,682,030 293,763 284,556 4,260,349
3,682,030 293,763 284,556 4,260,349
343,415 - 200,000 543,415
(3,310,820) (293,106) (283,802) (3,887,728)
22,676 M7 2,075 25,168
(2,944,729) (292,689) (81,727)  (3,319,145)
622,325 - 98,650 720,975
622,325 - 98,650 720,975
114,976 1,074 104,179 220,229
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28. Note to the Statement of Cash Flows
IHERERMEE

Reconciliation of liabilities arising from financing activities:

At 1 July 2017 201757 A1 Bi&ER
Changes from Financing Cash Flows BhEIR SR EREE)
Repayment of Loan HEEN
Other Changes Hith#E)
Interest Expense FIEZH
Interest Paid FMEZM
Changes from Operating Cash Flows SERSRTENES
At 30 June 2018 20186 530 B#&ER

29. Lease Commitments
HE*EE

At the end of the reporting period, there were future minimum
lease commitments in respect of the teaching centres under
non-cancellable operating leases which fall due as follows:

Within One Year HR—FR

Lease is negotiated for terms of two years and the rentals
were fixed within the term. Operating lease payment for the
year ended 30 June 2018 is HK$Nil (2017: HK$1.6 million).

MR EEEMAEENE B

Accounts

Payable and

Loan-Secured Accruals
Ex-FiEE EERRRERER
HK$ &7t HKS$ &7t
48,004,828 133,224,575
(6,857,834) -
- 523,843

- (555,252)

- 18,700,198
41,146,994 151,893,364

REEEHD  AABRAERBARLT
TR A SRS - AR 5
AT RO RERER |

2018 2017
HK$ &t HKS$ &t
81,000 -

HESHAME  HHNHSEE - HERX
R2018F6 B30 FEASHBIT (2017 :
1.6BE8EBIT) °
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30. Capital Commitments
BEARKIE

Works contracted, but not completed TREEHNEER=ET

The capital commitments represent the estimated remaining
balance of the contract sum for the works of the capital and
AA&I projects not yet certified completed at the end of the
reporting period.

2018 2017
HK$ & HK$ &
37,762,000 65,182,000

FRUFETY R IEEZE MBS M E
TREERRERRGEERHAZEBR T
D ITIRAHIERER -

31. Financial Risk Management Objectives and Policies

M3 EEEE B EREBER

The University’s principal financial instruments comprise
secured loan, cash and time deposits, unit trusts and equity
investments. The main purpose of these financial instruments
is to raise finance for the University’s operations. The
University has various other financial assets and liabilities
such as accounts receivable and payable, which arise
directly from its operations. The University does not issue
any financial instruments and derivatives. In addition, the

University does not hold any derivatives.

The University is exposed to a variety of financial risks: market
risks (including interest rate risk, currency risk, and equity
price risk), credit risk and liquidity risk in the normal course
of activities. The Council reviewed and approved policies
for managing each of these risks and they are summarized
below:

Market Risks
(i) Interest Rate Risk

The University’s exposure to the risk of changes in market
interest rate relates primarily to the University’s time deposits
in banks and secured loan from the Government. The deposits
in banks earned interests at fixed rates. Time deposits are
made for varying periods of between 7 days to 365 days
depending on the cash flow requirements of the University.
The interest rate and terms of repayment of the secured loan

AREBNTEZSH T EBEBEREN
REREHRER  BUEHESNEREK
& BESRMTEANTIEZARENAKE
MWEEMEE - ARBEHFIHSHEE
FkaE efMiEReEeiREhERE
£ MBEBEENRRSE - ARBIRE
ITEASREOTAETER « BRitbzsh » KK
BYRFEEMITETR -

AREREFEBRREPAIENEZSHE
b2 sHETEAR (BEFNXER S
R REREERER)  FERRKRE
MR - REGRT LZOE T RUE
RS IR -

TGRS

(i) FU= @ fzz

AREMBNHSNEECRABRERRE
ARENBTERNEREEERNBTE
Mo ABRRSMNFRE @ RIMESR
RN TFERE=ZBEARTRARZE -
MmBEFERNRIREENFERGEER
MIIEMERMIEE20ER - AE B HFRAME
[ 7E M H A IR & LIRIT A R SRR
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31. Financial Risk Management Objectives and Policies (continued)

MBEREREBEREER (1)

Market Risks (continued)

are disclosed in Note 20 to the financial statements. The risk
of changes in market interest rates are not expected to have
a significant impact on the results of the University as the time
deposits are at fixed rates and other cash and bank balances

are kept in current account.

analysis is disclosed.

Interest Rate Profile

Accordingly, no sensitivity

The following table details the interest rates analysis for
evaluation of the interest rate risk:

Financial Assets
Fixed Rate Financial Assets
- Time Deposits with
Original Maturity of less

than One Year (Note 17(a))

Financial Liabilities
No-gain-no-loss Rate
Financial Liabilities

- Secured Loan (Note 20)

2018

HiEmbE (&)
F o RSN RECHNRARBNTHE

WRTRHIRBERTE » BARRIIES
RUEDHT

GBS

THRRDHTREAN KRR G

2017

Annual Effective
Interest Rate

ERFFZE
% BHR
THEE
EEFEEMEE
- [REIER B 5258 1.1510 2.37%
—FREHRTF
(¥EE17(a))
EHEE
THET B F &
i =L
- BIRIREN 1.132%
(B¥=E 20)

Annual Effective

Interest Rate

HK$ EREN R HK$

AT % BRE AT
718,822,858 0.18 to 2.05% 736,661,414
718,822,858 736,661,414
41,146,994 1.132% t01.282% 48,004,828
41,146,994 48,004,828
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31. Financial Risk Management Obijectives and Policies (continued)

MBEREEZEBEREER (1)

Market Risks (continued)

(i) Currency Risk

Currency risk is the risk that the fair value or future cash flows
of a financial instrument will fluctuate because of changes in
foreign exchange rates. The University’s currency risk arises
mainly from the accounts payable, receivable, time-deposits
in banks, available-for-sale wunit trust investment and
equity investment denominated in foreign currencies. The
management conducted periodical review of the currency risk
exposure and would consider currency hedging should the
need arise.

Significant carrying amounts of the University’s financial
assets and liabilities denominated in foreign currencies at 30
June were analysed in the table below:

Financial Assets

IS (%)

(i) B E

R TENAREEIRRNBESNERE
EHNEPER B TR BT A R R B 7
EHRER - ARBNEBRREZRNI
WA ~ FEMURTR ~ SRITEMIEH » A
HEBMEEREMMERRE - EHEE
PRRATRZIMNERRREE » FEFAE
BEBENRS -

REF30A K » ARBEBRHINEESHE
ELEBEITMTX

Financial Liabilities

ETHEE o)=L
2018 2017 2018 2017
Currency L HK$’ m HK$’ m HK$’ m HK$’ m
BEAET BEATT BEATT BEAETT
United States Dollar E5T 11.1 101 0.2 0.2
111 101 0.2 0.2

Sensitivity analysis on fluctuation of foreign currencies is not
disclosed due to the HK-US dollar peg and immaterial holding
on other foreign currencies, the Council anticipated that the
fluctuation in other foreign currencies will have no material
impact on the financial position of the University.

BRBTEETHE > MEMIINEEE
NEBENFEEMD  EFSTAHINERE
REPRENH ARBHH BRI EBRF
& SNSRI E M INERE RN B BURE
DT
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31. Financial Risk Management Obijectives and Policies (continued)

MBEMEEERRRER (&)

Market Risks (continued)
(iii) Equity Price Risk

Equity price risk is the risk that the fair value of a financial
instrument will fluctuate because of change in equity market
prices. The University is exposed to equity price risk through
its investments in listed equity securities and unit trust fund,
which represents the potential loss of the investments the
University might suffer through holding market position in the
face of price movement. The Investment Sub-committee
performs periodic evaluation of the investment portfolio in
order to minimize the risk associated with the investments
whilst continuing to follow the investment objectives.

As at 30 June 2018, it is estimated that a general increase/
decrease of 10% in these investment’s fair value, with all
other variables held constant, would increase/decrease the
University’s surplus by HK$70.2 million (2017: HK$65.2
million) and its restricted funds by HK$7.7 million (2017:
HK$10.3 million).

Credit Risk

Credit risk is the risk that one party to a financial instrument
will cause a financial loss for the other party by failing to
discharge an obligation. The major exposures to credit risk
of the University’s financial assets, which comprise accounts
receivable, other receivables, time deposits and cash and
bank balances, arise from default of the counterparty, with
the maximum exposure equal to the carrying amount of these
financial assets at the end of the reporting period. Time
deposits and bank balances are placed in various reputable
financial institutions and there is no concentration of credit
risk.  Accounts receivable include amounts receivable
from students, course-collaborative partners, Government
Agencies and others. The majority of the students will settle
the fees payable when they become due or after the receipt
of the Government grants, loans and/or the University’s
bursaries, credit risk of which is minimal. Other receivables
mainly include the amount due from construction contractors
and sundry debtors. The ageing analysis of debtors is
prepared periodically for management review to minimize the
credit risk.
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31. Financial Risk Management Objectives and Policies (continued)

MBEEEEBERER (1)

Credit Risk (continued)

The ageing analysis of accounts receivable based on credit
term as at 30 June is as follows:

KEIH

Current

Less than One Month Past Due EEpRE—ER

One to Three Months Past Due

More than Three Months but less than
One Year Past Due

More than One Year Past Due EEIR—F

Amount Past Due at the End of the

Reporting Period but Not Impaired

BB EEE

Accounts receivable and other receivables past due and
considered impaired at the end of the reporting period have
been provided for.

Liquidity Risk

Liquidity risk is the risk that funds will not be available in
meeting obligations associated with financial liabilities as
they fall due. The University’s objective is to maintain a
balance between continuity of funding and flexibility through
use of secured loan for its operations and development. The
University’s investments are kept sufficiently liquid and the
liquid assets are maintained at a level which is considered
by the management to be adequate to meet the needs of
operations and the expected cash outflow requirement. The
liquidity of the University is closely monitored by the Council
on an ongoing basis.

The financial liabilities as at 30 June together with the
anticipated interest payments over the entire repayment
period of the Government Loan as disclosed in Note 20 are
analysed into relevant maturity time bands based upon their
contractual maturity dates in the table below:
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2018 2017

HK$ & HK$ &t
4,682,090 4,845,350
242,905 194,571
6,000 106,458
66,792 75,456
125,700 106,627
441,397 483,112

5,123,487 5,328,462

R#FEER - BIRBAEBEIRULEA
FEWERARERTRER -

BB

TREEIHE  RERNESBEEER
FTalBmE ks - BlAmElaks - A K2
BHENEHFESEEE BT EREE
HEFNEELER  HMEREBIE
T o AREBNREEBRIRENE B
BEETEEREEEMNHERIKT > MK
FRUEMBBEEMDLFABRNRSRE
MFERE - REGAETEZ BERAREN
WEMEE -

R6H30H MR & L AR Y=L 20PT
RENBITE SRR EERAATAHIA
BXHBRMERIHE AT



2017/18 LINGNAN UNIVERSITY FINANCIAL REPORT o S ABEIHRE 67

31. Financial Risk Management Objectives and Policies (continued)

MBREEZERFRER (1)

Liquidity Risk (continued)

In less than One Year

RER—5F

In more than One Year but not more than R —FBSER_F
Two Years

In more than Two Years but not more than ERZEFBER=F

Three Years
In more than Three Years but not more than

R =FEENRIF

Four Years
In more than Four Years but not more than ERUEBERAE
Five Years
In more than Five Years RRAFE
32. Fair Value
NREE

As at 30 June 2018, the carrying amounts of the University’s
financial assets and liabilities approximated to their fair
values due to their short term repayment nature, except for
investments and secured loan repayable after one year.

The fair value of the secured loan repayable after one year
has been calculated by discounting the expected future
cash flows using rates currently available for instruments
with similar terms, credit risk and remaining maturities. The
University’s own non-performance risk for the secured loan
repayable after one year as at 30 June 2018 was assessed
to be insignificant. The carrying amount of the University’s
secured loan repayable after one year approximated to its
fair value.

Investments

The following table provides an analysis of financial
instruments carried at fair value by level of fair value hierarchy:

Level 1: Quoted price in active markets for identical assets
or liabilities.

EEmERE (18)
2018 2017
HK$ &t HKS$ &t
161,520,448 151,407,702
19,493,979 18,579,642
7,168,357 7,245,987
7,090,726 7,168,357
7,013,095 7,090,726
6,935,455 13,948,550
209,222,060 205,440,964
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32. Fair Value (continued)

nheEE (8)

Investments (continued)

Level 2: Inputs other than quoted prices included within Level
1 that are observable for the asset or liability, either directly

(i.e. as prices) or indirectly (i.e. derived from prices).

Level 3: Inputs for the asset or liability that are not based on

observable market data.

BE (&)

B RYE—RPAIEBENHREZ
b BESBECBANETLUER (Blh
SHE) sEE (BRERITE) B -

B BEARBECBAELIRBHE
MBERAHERE -

Level 1 Level 2 Level 3 Total
F—% E_% F= st
HK$ #JT HK$ #JT HK$ #JT HK$ &t
As at 30 June 2018 H2018F6H30H
Financial Assets at Fair Value  LIAR{BEET AU
through Profit or Loss ROEMEE
- Unlisted Investment Funds -IEETHESHRE - 702,215,270 - 702,215,270
Available-for-sale Financial AtHESREE
Assets
- Listed Equity Investments - FHhiERIRE 65,990,569 - - 65,990,569
- Unlisted Investment Funds -JEEHmESRE - 11,141,110 - 11,141,110
65,990,569 713,356,380 - 779,346,949
As at 30 June 2017 H2017F6B30H
Financial Assets at Fair Value  LIAR{EEET AU
through Profit or Loss RUEREE
- Unlisted Investment Funds -IEETHESHRE - 652,165,807 - 652,165,807
Available-for-sale Financial AHESHEE
Assets
- Listed Equity Investments - FHhiERIRE 93,302,071 - - 93,302,071
- Unlisted Investment Funds -JEEHmESRE - 10,080,806 - 10,080,806
93,302,071 662,246,613 - 755,548,684

There was no transfer between Level 1, Level 2 and Level 3 of
the fair value hierarchy during the reporting period.

HAANREBEIRBIANE R B_RK

=Rz FE AR -
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33. Related Party Transactions
FESL RS

All transactions relating to purchases of goods and services,
capital projects as well as donations involving organizations
in which members of the University’s Council may have an
interest are conducted during the normal course of business
and in accordance with the University’s financial regulations
and normal procurement procedures.

All members serve the University Council without
remuneration. Those members who are also employees of
the University received the aggregate remunerations from
their employment contracts as follows:

Salaries* #He"

Other Employee Benefits* HitvfEmg#"

* This sum has been included in the “Staff Costs and
Benefits” under the Expenditure heading in Note 11.

Other than the employment contracts mentioned above, the
University has not entered into any contract of significance for
the provision of goods and services with any Council member
during the year.

34. Comparative Figures

LR

Due to the reorganization of some expenditure in certain
categories, certain comparative amounts have been
restated and reclassified to conform with the current year’s
presentation.

FIEBNBEER « k¥ - BEEE KB
KM RARBREGHENELZFALE
FmBIARMNEIBCR S YUUEEEREE
EAEIRBA B ISR A R EBHER
FPiEEAT ©

FrERESRENERNEREGKESH
MUWEAEAT3REN - —LERER R SRR
RREMEE @ tfIRIEEESARTUE
AUSREMRIABER R

2018 2017
HK$ &t HKS$ &It
14,092,134 13,291,444
3,658,526 3,503,418
17,750,660 16,794,862
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34. Comparative Figures (continued)

LeEEF (1)

Income and Expenditure Statement W*E

Expenditure S

Learning and Research iR AR
Instruction and Research HERME
Central Computing Facilities AR ERSER 1
Other Academic Services H A BMIARE

Institutional Support W TR
Management and General BER—MTIE
Premises and Related Expenses RERMEEZE

Students and General Education Services

BER—BHE

35. Key Sources of Estimation Uncertainty

2017
HK$ &t

(As restated

it )

374,267,267
42,142,724
41,595,176

80,415,404
130,642,447
96,797,481

HET RN EHERRI R 2 E B RIR

Judgement has been exercised in estimating the accumulated
unutilized annual leave. As at 30 June 2018, a provision for
leave pay of HK$20.2 million (2017: HK$19.6 million) was
made on the basis of this estimation.

36. Taxation
g

The University is an approved charitable institution which is
exempted from Hong Kong Profits Tax under Section 88 of
the Inland Revenue Ordinance (Cap. 112).

37. Approval of the Financial Statements
R ERER

The financial statements were approved and authorized for
issue by the Council on 15 October 2018.

2017
HK$ &t

(As originally reported
MBI ERLR)

372,405,657
42,050,868
38,548,655

85,963,910
130,157,660
96,733,749

HEREREZANZRBEEREZTERY
BT o (KIBHE > R2018E68308RESE
B E A2, 0208387t (2017 = 1, 9608

BIT) e

AREL—MECZERE  IREE
ARG (FHRIEBIE1128) 588k
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