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Year ended 30 June (Note)

2016 2015 2014 2013 2012
(LA W E Tt )

(Expressed in millions of Hong Kong dollars )

BURF K
1,305 1,186 1,091 1,186 852
1 Government Subventions
:§,
g B R (BRI E R )
S 369 355 341 328 247
N Tuition, Programme and Other Fees (UGC-funded Programmes)
= TR
IS L 930 1040 1293 1,108 704
D Income on Self-financed Activities
TR

HABAEERN

Donations and Benefactions

89 107 109 208 95

Wit :
Note:
FEPAB IR SR ERRR) Bt RS - —F— BT EEI LR % -

Due to the change in accounting policy on recognition of the University Group's income in 2013, 2012 figures have been restated for comparative purpose.
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(Expressed in millions of Hong Kong dollars )

A

S Income

A @ 1,3053 BUFEHK

Government Subventions

B O 1,160.2 % - i &k H b

Tuition, Programme and Other Fees

C O 67.0) FELRFRERER
Interest and Net Investment Loss
D @ 892 BHREEH
Donations and Benefactions
E @ 2162 MEARBRA
Auxiliary Services Income
F @ 396 Hftugh

Other Income

x i

Expenditure
A @ 16128 HEFFHT

Teaching and Research

B @ 796 EHE

Library
C @ 831 HRENESLH

Central Computing Facilities
D @ 804 HAi¥ERY

Other Academic Services

F15.5% E O 2417 EHE—Hm

Management and General
F O 4173 BR&EREREL

Premises and Related Expenses
G O 1416 BENBHAERE

Students and General Education Services
H @ 270 HitiEH

Other Activities
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Overview

In 2015-16, the University successfully completed the first 4-year
cycle of the new undergraduate curriculum for tertiary education
in Hong Kong. It was a challenging year for the global market
from an investment standpoint. Marked market volatilities were
experienced at times when there were headwinds of various
incidences, including the unprecedented referendum of the
United Kingdom to exit from the European Union on 23 June
2016. The University suffered a retraction in its Interest and Net
Investment Income as compared to that of 2014-15. Despite the
retraction, under the strong leadership of the new President and
Vice-Chancellor, Prof. Roland T. Chin, the wise counsel of the
Council and the concerted effort of all the staff, the University has
continued to manage its resources in a prudent and conscientious

manner to accomplish its goals and achieved a surplus in 2015-16.

As 2015-16 was a roll-over year of the 2012-15 funding
triennium of the University Grants Committee ("UGC"), the
funding from the UGC closely resembled to that of 2014-15,
the final year of that triennium. The net assets of the Group and
the University as of 30 June 2016 went up by 1.3% and 1.6%
respectively. In dollar terms, they were $3,877.4 million (2014-15:
$3,828.7 million) and $3,806.8 million (2014-15: $3,746.8 million)
for the Group and the University respectively. For the year ended
30 June 2016, the Group and the University recorded a surplus
of $63.7 million (2014-15: $197.4 million) and $60.0 million
(2014-15: $197.8 million) respectively.

Income of the University for the financial year ended 30 June
2016 was $2,743.5 million (2014-15: $2,744.7 million). The slight
decrease in income was attributable to a reduction in Interest
and Net Investment Income by $106.4 million, Donations and
Benefactions by $17.7 million, and Auxiliary Services Income
by $14.9 million, which were partially offset by an increase
in Government Subventions of $118.9 million, and Tuition,
Programme and Other Fees of $16.9 million. Expenditure of the
University was $2,683.5 million (2014-15: $2,546.8 million). The
increase of $136.7 million was mainly due to the annual upward
salary adjustment which was in line with the salary increment for
the civil servants of the Government of the HKSAR, as well as
the additional spending to enhance the quality of teaching and

research activities.
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Academic Development

Tuition, Programme and Other Fees of the University for 2015-16
increased by 1.5% to $1,160.2 million (2014-15: $1,143.3 million).
The increase of $16.9 million was a net result of an increase
of $14.0 million and $15.8 million from the UGC-funded
programmes and the non-UGC-funded programmes run by the
School of Continuing Education ("SCE") respectively but offset
by a decrease of $12.9 million from other non-UGC-funded

programmes run by the University.

The expenditure on Teaching, Learning and Research of the
University for 2015-16 went up to $1,855.8 million (2014-15:
$1,736.3 million). The increase of $119.5 million was mainly due
to the annual upward salary adjustment as well as the additional
spending to enhance library services, teaching and research

qualities.

The expenditure on Institutional Support was $827.7 million
(2014-15: $810.6 million). The increase of $17.1 million was
mainly due to the annual upward salary adjustment and the
provisions for a comprehensive study of the financial information
system of the University and the celebratory activities for the

60th Anniversary of the University.

The SCE recorded an increase in Tuition Fees of 4.5% to
$381.2 million (2014-15: $364.7 million), mainly attributable
to an increase of student enrolment in the Associate Degree
programmes, the double cohort student intakes of two Top-
up Degree programmes which were launched in 2014-15,
and the launch of six other new academic programmes.
Despite the increase in Tuition Fees, a small investment loss
of $4.7 million (2014-15: a gain of $4.7 million) reduced the
net operating surplus (after depreciation and provision for
building maintenance reserve) of the SCE to $8.9 million in

2015-16 (2014-15: $15.4 million).

In its eleventh year of operation, the Beijing Normal University
— Hong Kong Baptist University United International College in
Zhuhai ("UIC") (a joint venture between Beijing Normal University
and the University) recorded a surplus of RMB 5.1 million
in 2015-16 (2014-15: RMB 6.3 million). The decrease in the
surplus was mainly due to an increase in the operating expenses
as a result of the preparation for the expansion of the UIC's

campus. To accommodate the continuing growth in student
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enrolment, the UIC has commenced its new campus development
project ("New Campus") on a plot of land, which was granted
by the Zhuhai Municipal People's Government, of about 200,000
square metres and about 2 kilometres from the existing campus.
The construction of the New Campus is on schedule, with a
target completion date by the end of 2017. Furthermore, another
plot of land, which is about 45,000 square metres and adjacent
to the New Campus, has been leased for the establishment
of a new cultural village. Inside this cultural village, five new
student residential blocks have been erected and occupied by
the students of the UIC in the academic year 2015-16. A new
teaching block in the cultural village was also officially opened in
September 2015. An additional new student residential block will

be completed by September 2016.

Community Services

Eight Chinese medicine clinics are operated solely by the
University, with another seven operated in collaboration
with other entities. Since the inception of these clinics, the
cumulative patient visits have exceeded 1.8 million. In 2015-16,
the total revenue of these clinics was $112.9 million (2014-15:
$116.1 million). The slight reduction in total revenue was mainly
due to a loss of patients as a result of the departure of a few
senior Chinese medicine practitioners and the offer of discount to

patients who purchased treatment packages.

The Lui Seng Chun clinic located in Sham Shui Po offers, subject
to a daily quota, free consultation and free Chinese medicine to
the recipients of the Comprehensive Social Security Assistance
Scheme. In collaboration with the Lions Club, the University set
up the Lions and Hong Kong Baptist University Chinese Medicine
Charity Foundation ("Foundation') which has celebrated its
10th Anniversary in 2015-16. The Foundation provides financial
subsidies to the needy through a concession on consultation fee
by the clinics of the University. In the past decade, over 3,000
privilege cards were given to the elderly with a total of more than

23,000 coupons being utilised.
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Furthermore, in collaboration with the Hong Kong Housing
Society (""HKHS"), the University will operate a clinic for the
elderly in a housing project developed by HKHS (" Tanner
Hill'") at 8 Tanner Road in North Point. The clinic is scheduled
to be opened in early 2017 and will provide traditional Chinese
medicine and other related services to the residents of the Tanner

Hill as well as its neighbourhood.

In August 2016, The Hong Kong Jockey Club Charities Trust
approved a donation of $95.18 million to the University for the
establishment and operation of the Chinese Medicine Disease
Prevention and Health Management Centre for five years. The
University is confident that this project, being one of the signature
projects to commemorate the 60th Anniversary of the University,
would be able to bring about the much needed positive impact
in respect of health management and disease prevention in Hong

Kong.

The Jockey Club Creative Arts Centre ("JCCAC"), a collaboration
among the University, the Hong Kong Arts Centre and the Hong
Kong Arts Development Council, recorded a net operating
surplus of $0.3 million (2014-15: $0.4 million) in its ninth year
of operation. The JCCAC leases out studio space, the Jockey
Club Black Box Theatre and other facilities to local artists and art
groups for promoting art and culture, and nurturing creative art

talents in Hong Kong.

Other Operations

The Institute for Research and Continuing Education ("IRACE"),
the University's research arm in China, continues to flourish
this year. With the committed effort of its staff, IRACE secured
funding of RMB9.0 million for 17 research projects in 2015
(2014: RMB6.7 million for 13 projects) from the National Natural

Science Foundation of China.

10
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The University established HKBU R&D Licensing Limited in March
2014 as its business arm which specialises in technology transfer
and commercialisation of the University's technologies and
intellectual properties. The University has launched the Business
Entrepreneurship Support and Training programme to promote the
entrepreneurship development of the staff and students of the
University. The University also supports the Technology Start-up
Scheme for Universities funded by the Innovation and Technology
Commission, which aims to maximise the chance of success for
the start-up companies which are spin-offs from the University.
In 2015-16, the University's technology start-up company,
Cathay Photonics Limited, received the Grand Prix of the 44th
International Exhibition of Inventions of Geneva for its invention

of ultra-hard and anti-scratch thin film technology.

Fundraising Efforts

The lapse of the Sixth Matching Grant Scheme on 31 July 2014
made it more challenging for the University to raise donations
in 2015-16. Through diligent and tireless work, the University
managed to secure healthy donations totalling $89.2 million in
2015-16 (2014-15: $106.9 million). Taking every opportunity
of its 60th Anniversary, the University continues its strenuous
effort to raise donations during the celebratory events and other
occasions to support the strategic development of the University.
On behalf of the University, | would like to express my deepest
gratitude and appreciation to our donors and keen supporters for
their generosity and unswerving support, which has contributed
significantly to helping the University achieve its strategic
initiatives in advancing its teaching, research and community

services.

Investments

With a view to reducing investment risk and improving risk-
adjusted return, the University has implemented the risk
mitigation measures identified in the comprehensive review of
the strategic asset allocation exercise, including the reduction of
the exposure to equities and real estate investment trusts. We
believe that these risk mitigation measures have successfully
reduced the volatility and downside risks of the University's long-
term endowment fund. However, the challenges experienced in

the global investment market still resulted in an overall investment
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loss of $67.1 million in 2015-16 (2014-15: an investment gain of
$39.3 million). Over the 3-year period from 2013-14 to 2015-16,
the University achieved an average annualised investment return
of 4.7% on its endowment fund. The minimal deposit interest
rates in Hong Kong and the protracted depreciation of RMB
also dampened the yield of the short-term operating funds. The
University continued its vigorous monitoring of the performance
of the investment managers during the year, resulting in the
replacement of some underperformed investment managers. With
the added vigilance and advice of an Investment Sub-committee,
which was set up for the first time under the Finance Committee,
the University has further enhanced its governance structure,
policies and procedures to facilitate timely deliberation on market
development while ensuring proper checks and balances in the

decision making process.

Capital Projects

The construction of the University entrance plaza at the Baptist
University Road Campus was completed in December 2015.
In 2015-16, Government grants of $118.4 million (2014-15:
$97.4 million) were awarded to the University for spatial re-
organisation and improvement projects for upgrading its facilities
on the campus. The capital project of the proposed Hostel and
Academic Building Complex ("HABC") at 30 Renfrew Road
in Kowloon Tong is in progress. An approval for the minor
relaxation of the building height from 13 storeys to 15 storeys
has been obtained from the Town Planning Board in February
2016. In addition, a grant of $30.0 million has been approved
by the UGC for the detailed design works of the HABC, which
will commence upon the appointment of project consultants in
the second half of 2016. The University will also embark on the
preparation of the bid for capital funding from the Government

for the construction of HABC.

Looking Forward

The University aims to become a leading research-led liberal arts
university in Asia Pacific, blending vigorous academic disciplines,
impactful research, increasing globalisation and service learning.
It is committed to nurturing caring, ethical, innovative and

entrepreneurial leaders of the society.

2
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In response to the Newby Report published by the UGC, aiming
to enhance the accountability and governance of the UGC-funded
higher education institutions, the University has set up a task force
to ensure the effective implementation of the recommendations
of the Report. The University has also developed a two-year plan
to upgrade its financial information system in order to comply
with the requirements of a set of Cost Allocation Guidelines
promulgated by the UGC, which aim to ensure no cross-

subsidisation of funding on non-UGC-funded activities.

The social, political and economic landscape of the world is
changing with increasing complexities and velocity. The impacts
of technological innovation and advancement present both
challenges and opportunities. The University has to embrace and
manage all the changes in a progressive manner, while getting
the students prepared to become responsible and competent
leaders of the future. With a clear vision now in place, as set out
by our President and Vice-Chancellor, the University community
is gathering momentum in steering ahead in its transformation
journey. The Finance Committee will continue to play its role
faithfully and diligently in mitigating financial risks as well as

supporting the strategic development of the University.

Mrs. Doreen D. L. Chan
Treasurer

27 September 2016
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INDEPENDENT AUDITOR'S REPORT TO
THE COUNCIL OF HONG KONG BAPTIST UNIVERSITY

We have audited the consolidated financial statements of
Hong Kong Baptist University ("the University") and its
subsidiaries (together "the Group") set out on pages 18 to 107,
which comprise the consolidated and University Statements
of Financial Position as at 30 June 2016, the consolidated
and University Statements of Comprehensive Income, the
consolidated and University Statements of Changes in Fund
Balances and the consolidated and University Cash Flow
Statements for the year then ended and a summary of significant

accounting policies and other explanatory information.

Council's responsibility for the consolidated financial
statements

The Council of the University is responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants and
for such internal control as the Council determines is necessary to
enable the preparation of consolidated financial statements that are

free from material misstatement, whether due to fraud or error.

Auditor's responsibility

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. This report is made
solely to you, as a body, in accordance with section 26 of Hong
Kong Baptist University Ordinance (Cap. 1126), and for no other
purpose. We do not assume responsibility towards or accept

liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are

free from material misstatement.
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor's
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the University's preparation
of the consolidated financial statements that give a true and fair
view 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. An
audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates
made by the Council, as well as evaluating the overall presentation

of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient

and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true
and fair view of the financial position of the University and of the
Group as at 30 June 2016 and of the University's and the Group's
financial performance and cash flows for the year then ended in

accordance with Hong Kong Financial Reporting Standards.

KPMG

Certified Public Accountants
8th Floor, Prince's Building
10 Chater Road

Central, Hong Kong

27 September 2016
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Statement of Comprehensive Income for the year ended 30 June 2016

B K
Consolidated University
(AW Toeat) it &
( Expressed in thousands of Hong Kong dollars ) Note 2016 2015 2016 2015
BA Income
B K Government Subventions 2 1,315,567 1,196,681 1,305,319 1,186,433
B R R A Tuition, Programme and Other Fees 3 1,160,226 1,143,347 1,160,226 1,143,347
FIE R F 04 (8518 ) /WA Interest and Net Investment (Loss)/lncome 4 (66,943) 39,399 (67,065) 39,289
BB EE R Donations and Benefactions 5 91,925 108,298 89,199 106,885
METE RS U Auxiliary Services Income 6 231,486 246,282 216,199 231,052
HAbg A Other Income 7 53,647 42,665 39,619 37,653
2,785908 2,776,672 2,743,497 2,744,659
X i Expenditure 8
WL BE KR Teaching, Learning and Research
HEE R Teaching and Research 1,629,743 1515073 1,612,781 1,498,431
& Library 79,614 77,989 79,614 77,989
L B0 Central Computing Facilities 83,070 83,633 83,047 83,633
Fofth 202 A Other Academic Services 78,912 74,546 80,375 76,199
BEE IR Institutional Support
EHR M Management and General 246,462 225,663 241,718 222,698
e KA BB 3 Premises and Related Expenses 435,844 442,948 417,310 426,134
B R — B E s Students and General Education Services 141,604 139,898 141,604 139,898
HAbiEH) Other Activities 32,891 27,200 27,024 21,840
2,728,140 2,586,950 2,683,473 2,546,822
EE AR Surplus from Operations 57,768 189,722 60,024 197,837
JREA B 8 7 2 e R Share of Loss of an Associate 1 (181) (94) ; .
JEAS & B 2 st Share of Gains of Joint Ventures 15 6,153 7,832 - -
FRBERT AR Surplus before Taxation 63,740 197,460 60,024 197,837
Pris st Income Tax 3 (25) 31 - -
AT R Surplus for the Year 63,715 197,429 60,024 197,837
S Attributable to:
RE The University 65,454 197,834 60,024 197,837
FE R zs Non-controlling Interests (1,739) (405) - -
63,715 197,429 60,024 197,837
AR R Surplus for the Year 63,715 197,429 60,024 197,837
AR B A A W Other Comprehensive Income for the Year
R R B R Items that may be reclassified
BERBUERMIEH subsequently to surplus or deficit:
B SN EE R Exchange differences on translation of
ML financial statements of an overseas (13,220) (1,825) . -
e 50,2530 joint venture
RS HN 2 ) Exchange differences on translation of
MBsHREZ financial statements of overseas (1,800) (352) - -
i 5,22 %0 subsidiaries
B A B A DR A Gain on disposal of interest in 5 097
i A 22 Wi g a subsidiary ' i
AR A T WAL 25 AR Total Comprehensive Income for the Year 48,695 202,349 60,024 197,837




#E 2016 4F 6 H 30 H 1k 4 B 2 m Wl & % (8)

Statement of Comprehensive Income for the year ended 30 June 2016 (Cont'd)

B K

Consolidated University
(LAVHToest) 3
( Expressed) Tn thousands of Hong Kong dollars ) Note 2016 2015 2016 2015
HE /() Transfers to/(from) :
— M BB SR R A General and Development Reserve Fund 9 78,862 69,949 79,079 69,144
HNES Restricted Funds 10 85,506 151,359 92,507 144,807
HAth AL Other Funds n (113,934) (18,554) (111,562) (16,114)
FEPERERE 5 Non-controlling Interests (1,739) (405) - -
R JE 2 T W 2 4 7 Total Comprehensive Income for the Year 48,695 202,349 60,024 197,837
GG 26 % 107 B2 M3 KHHEREZ —ibl
The Notes set out on pages 26 to 107 form an integral part of the financial statements.
REGI2016 9 /] 27 H AW ] # i -
Approved and authorised for issue by the Council on 27 September 2016.
Ak BE B R
=S N SR REHIR ZECSEE
Mrs. Doreen D. L. Chan Prof. Roland T. Chin Mr. Edmund T. M. Li

Treasurer President & Vice-Chancellor Director of Finance
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Statement of Financial Position as at 30 June 2016

A N2
Consolidated University
(LABT e ) Wik
(Expressed in thousands of Hong Kong dollars ) Note 2016 2015 2016 2015
IR G A Non-Current Assets
Vg -CYE Investment Properties 12 95 100 95 100
BERLEYSE T Other Properties and Equipment 12 2,587,449 2,575,141 2,550,037 2,534,454
2,587,544  2,575241 2,550,132 2,534,554
iy /NP Interest in an Associate 14 1,125 1,306 - -
WA B s Interests in Joint Ventures 15 198,338 205,405 146,042 146,042
#E Investments 16 105,810 47,577 109,742 51,507
TEAERITE & Deferred Tax Assets 3 - . . .
2,892,817 2829529 2,805,916 2,732,103
TEE E Current Assets
Cita -y Investments 6 2,937,792 3421763 2,937,792 3,421,763
ey Inventories 17 1,120 193 - -
JRENTIR K~ BRI K Accounts Receivable, Prepayments
A and Deposits 18 205,415 136,188 245,765 164,430
SEHATERK Term Deposits 19 553,226 249,522 553,226 249,522
Bl B R BE Cash and Cash Equivalents 2 915,615 540,024 861,110 511,507
4,613,168 4,347,690 4,597,893 4,347,222
TREE Current Liabilities
ALY A Deferred Income 21 621,926 562,131 598,640 553,076
1R B AR A Provision for Employee Benefits 2 155,478 150,738 155,345 150,384
JRE TR B T I Accounts Payable and Accruals 2 587,721 364,734 581,806 359,334
BRI Government Loans 25 15,964 15,964 15,964 15,964
SRATE R RIE L Bank Loans and Overdraft 2 8,160 7,993 8,160 7,993
JEATBITEIA Income Tax Payable 72 103 - -
1,389,321 1,101,663 1,359,915 1,086,751
B Net Current Assets 3,223,847 3,246,027 3,237,978 3,260,471
7 A A ) A A Total Assets less Current Liabilities 6,116,664 6,075,556 6,043,894 5,992,574
JE B Non-Current Liabilities
1R B R A3 Provision for Employee Benefits 2 105,223 96,782 105,160 96,782
BURF K Government Loans 25 159,644 175,609 159,644 175,609
SRATER B Bank Loans and Overdraft 2 39,422 47,582 39,422 47,582
TR AL R K Deferred Capital Funds 6 1,934,932 1,926,835 1,932,870 1,925,827
B NET ASSETS 3,877,443 3,828,748 3,806,798 3,746,774
— R RS General and Development Reserve Fund 9 376,088 282,665 375,472 281,832
HAEE Restricted Funds 0 2,493,919 2,408,939 2,440,072 2,348,091
Hih &4 Other Funds n 992,873 1,120,842 991,254 1,116,851
SR E A R R 4 FUNDS ATTRIBUTABLE TO THE 3,862,880 3,812,446 3,806,798 3,746,774
UNIVERSITY
FeHE R 5 Non-controlling Interests 14,563 16,302 - -
Fe A HE A TOTAL FUNDS 3,877,443 3,828,748 3,806,798 3,746,774

TR 26 £ 107 B2 Wit BAMBREZ —ipth

The Notes set out on pages 26 to 107 form an integral part of the financial statements.
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BE2016 F6 A0HLEFEH SR E
Cash Flow Statement for the year ended 30 June 2016

BAa KE

Consolidated University
(LABIET 563 ) Wt
( Expressed) Tn thousands of Hong Kong dollars ) Note 2016 2015 2016 2015
B Operating Activities
W BT 2 i Surplus before Taxation 63,740 197,460 60,024 197,837
HEIHE - Adjustments for:
F B A Interest Income (14,929) (21,154  (14,791)  (21,044)
B A Dividend Income (56) 61) (56) 61)
e Depreciation 222,991 212,965 219,967 209,887
HoAtt B A Other Investment Income 31) (44) 47) (44)
B HoAY) 2E K 454 2 s 1R Loss on Disposal of Other Properties and Equipment 195 399 195 371
MHEHF BB RAES Net Realised and Unrealised

B/ () Losses/(Gains) on Trading Securities 69,082 (17,911) 69,082 (17,911)
A0 AIE 5 A 2 Transfer from Deferred Capital Funds (166,906) (165,701  (166,012)  (165,031)
JREAG A 45 Mk 2 Ui g8 Share of Gains of Joint Ventures (6,153) (7,832) - -
JEAG IS AT 2 1R Share of Loss of an Associate 181 94 -

BN i 7= Foreign Exchange Difference 670 (422) -
BB 2 BE R Operating Results before Changes in Working Capital 168,784 197,793 168,362 204,004
&z Ehm) /wh (Increase)/Decrease in Inventories (927) 586 -

FEMOIR K ~ FHATIR AR R & (Increase)/Decrease in Accounts Receivable,

2 (X)) /wib Prepayments and Deposits (6,310) 7,000 (18,418) 11,924
JEATE 2R I FESTHTE H 2 3 Increase in Accounts Payable and Accruals 2,164 28,824 1,482 28,171
18 B4 A 2 B Increase in Provision for Employee Benefits 13,181 13,381 13,339 13,636
IEAENA 2 3 Increase in Deferred Income 116,417 115,552 100,238 106,646
BEEB G BE Cash Generated from Operating Activities 293,309 349,136 265,003 364,381
SCARIIE Tax Paid
AT AL Hong Kong Profits Tax Paid (56) (168) -

BEED RS Net Cash Generated from Operating Activities 293,253 348,968 265,003 364,381

22
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Cash Flow Statement for the year ended 30 June 2016 (Cont'd)

e KE
Consolidated University
(P ST TRt Bk
(Expressed in thousands of Hong Kong dollars ) Note 2016 2015 2016 2015
R Investing Activities
R Interest Received 15,917 17,311 15,779 17,201
B E Dividend Received 56 61 56 61
EMfERZ 8 /B (Increase)/Decrease in Term Deposits (303,704) 193,654  (303,704) 193,654
. . Payments for Acquisition of Other
= ap, Yl q
B A 3 KR b 2 3R Properties and Equipment (236,171)  (221,817)  (233,785) (217,858)
ey s s Payments for Purchase of Held-to-maturity Debt
‘ ! i >
! %/’T%@*%\ijt%?i%%iﬁ% Securities and Financial Instruments with (62,415) - (62,415) -
T St Embedded Derivatives
NPT Proceeds from Sale of Held-to-maturity Debt Securities
B ] &
i i%@%i%THE%{Eﬁﬁ# and Financial Instruments with 99,077 70,992 99,077 70,992
T St Embedded Derivatives
e/ iEE HAfES ~ el Net Cash Inflow/(Outflow) from Sales/Purchases of
REEE Y BH 4 Other Debt Securities, Equity Securities and 475,155  (675,478) 475,169  (674,376)
TN/ (T Investment Funds
BEGHH N2 F5 4 Net Cash Used in Investing Activities (12,085)  (615,277) (9,823) (610,326)
A N ) Financing Activities
IR EIEE Grants Received for Other
HAbY)2E K 250 2 Bt Properties and Equipment Acquisition 118,381 97,422 118,381 97,422
BIRBUT &K Repayments of Government Loans (15,965)  (15,965) (15,965)  (15,965)
TEIRRAT K Repayments of Bank Loans (7,993) (7,679) (7,993) (7,679)
o B A AR £ 1Y Proceeds on Disposal of Partial Interest in i 23804 i i
JREE e a Subsidiary ’
BB i B Net Cash Generated from Financing Activities 94,423 97,582 94,423 73,778
BeRERAB42HM,/ ()  NetIncrease/(Decrease) in Cash and Cash Equivalents 375,591  (168,727) 349,603  (172,167)
Bl& R AF R Bl & Z RS Cash and Cash Equivalents at the beginning of the Year 540,024 708751 511,507 683,674
B& R R B4 2 F R T Cash and Cash Equivalents at the end of the Year 0 915615 540,024 861,110 511,507

GBS 26 F 107 HZ BB BRES —i80 -

The Notes set out on pages 26 to 107 form an integral part of the financial statements.
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Statement of Changes in Fund Balances for the year ended 30 June 2016

fodty
Consolidated
— B KB R HHRS R4 JErmmEs i
AR
General and
Development
T Reserve  Restricted Other Non-controlling
(Expressed in thousands of Hong Kong dollars ) Fund Funds Funds Interests Total
(5 9) (3E 10) (Ff3E 11)
(Note 9) (Note 10) (Note 11)
20154E7 H 1 H&sER Balance as at 1 July 2015 282,665 2,408,939 1,120,842 16,302 3,828,748
WHE/(2) Transfer fromy/(to) Statement
AR E of Comprehensive Income 78,862 100,526 (113,934) (1,739) 63,715
0 Exchange differences on translation
5 B
# %%Q%%%%’jﬁiﬁﬁ of financial statements (13,220) - (13,220
- of an overseas joint venture
N Exchange differences on translation
i 8 /N ] B
# ?%igggl‘ AR of financial statements (1,800) - (1,800)
N of overseas subsidiaries
FE A IR Inter-Fund Transfer 14,561 (526) (14,035) -
2016 4E 6 H 30 H&5R Balance as at 30 June 2016 376,088 2,493,919 992,873 14,563 3,877,443
2014457 1 1 ALAGR Balance as at 1 July 2014 200,572 2,272,032 1,137,088 3,609,692
HRE /(F) Transfer fromy(to) Statement
AEWEE of Comprehensive Income 69,949 153,536 (25,651) (405) 197,429
p - Exchange differences on translation
N
% ?%ig%%%%ﬁ i of financial statements (1,825) - (1,825)
N of an overseas joint venture
=4 Exchange differences on translation
4R N S B
# ﬁgﬁggh AR A of financial statements (352) - (352)
N of overseas subsidiaries
o B A £ Gain arising on disposal of ) 7 097 7097
o A 2 Wi i interest in a subsidiary ’ /
S B 2 R Non-controlling interests arising on i i 16,707 16,707
IEE €GN disposal of interest in a subsidiary ' ’
FE 4 F R Inter-Fund Transfer 12,144 (14,452) 2,308 -
20154 6 A 30 H&5R Balance as at 30 June 2015 282,665 2,408,939 1,120,842 16,302 3,828,748




#HE 2016 6 A 30 Hib#EEe&HHERE &)

Statement of Changes in Fund Balances for the year ended 30 June 2016 (Cont'd)

K&
University
— BB HHES  HES F5
T4
General and
Development
e s Reserve Restricted Other
(LAEIT TR
( Expresseci)';n thousands of Hong Kong dollars ) Fund Funds Funds Total
(Bt 9) (Fft3E 10) (f3E 11)
(Note 9) (Note10) (Note 11)
201547 B 1 HEER Balance as at 1 July 2015 281,832 2,348,091 1,116,851 3,746,774
. Transfer from/(to) Statement
i
B /(E) 2EREE of Comprehensive Income 79,079 92,507 (111,562) 60,024
T4 M R Inter-Fund Transfer 14,561 (526) (14,035) -
2016 4F 6 H 30 H 456 Balance as at 30 June 2016 375,472 2,440,072 991,254 3,806,798
2014 4£7 A 1 H &% Balance as at 1 July 2014 200,544 2,217,736 1,130,657 3,548,937
2 Transfer from/(to) Statement
WA /(5 2l E of Comprehensive Income 69,144 144,807 (16,114) 197,837
LM R Inter-Fund Transfer 12,144 (14,452) 2,308 -
2015 4 6 A 30 H A& Balance as at 30 June 2015 281,832 2,348,091 1,116,851 3,746,774

GBI 26 F 107 B2 BEBAHBRES —880 -

The Notes set out on pages 26 to 107 form an integral part of the financial statements.
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(a)

(b)

Significant Accounting Policies

Statement of compliance

These financial statements have been prepared in
accordance with all applicable Hong Kong Financial
Reporting Standards ("HKFRSs"), which collective term
includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
("HKASs") and Interpretations issued by the Hong Kong
Institute of Certified Public Accountants ("HKICPA") and
accounting principles generally accepted in Hong Kong.
A summary of the significant accounting policies adopted

by the Group is set out below.

The HKICPA has issued certain new and revised HKFRSs
that are first effective or available for early adoption for the
current accounting period of the Group and the University.
They do not have a material impact on the Group's financial
statements. The Group has not applied any new standard
or interpretation that is not yet effective for the current

accounting period (see Note 36).

Bassis of preparation of the financial statements

The consolidated financial statements for the year ended
30 June 2016 comprise the University and its subsidiaries
(together referred to as the "Group") and the Group's

interests in an associate and joint ventures.

The measurement basis used in the preparation of the
financial statements is the historical cost basis except

otherwise stated in the accounting policies set out below.

The preparation of financial statements in conformity with
HKFRSs requires management to make judgments, estimates
and assumptions that affect the application of accounting
policies and reported amounts of assets, liabilities, income
and expenses. The estimates and associated assumptions
are based on historical experience and various other factors
that are believed to be reasonable under the circumstances,
the results of which form the basis of making the judgments
about carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may

differ from these estimates.
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(d)

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised
if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both

current and future periods.

Judgments made by management in the application
of HKFRSs that have significant effect on the financial
statements and major sources of estimation uncertainty are

discussed in Note 34.

Basis of consolidation

The consolidated financial statements incorporate financial
statements of the Group made up to the end of the
reporting period and include the Group's interest in an
associate and joint ventures on the basis set out in Note 1(e)
below. The results of subsidiaries acquired or disposed of
during the year are included in the Consolidated Statement
of Comprehensive Income from the date of their acquisition

or to the date of disposal, as appropriate.

Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. The Group
controls an entity when it is exposed, or has rights, to
variable returns from its involvement with the entity and has
the ability to affect those returns through its power over the
entity. When assessing whether the Group has power, only
substantive rights (held by the Group and other parties) are

considered.

Investments in subsidiaries are consolidated into the
consolidated financial statements from the date that control
commences until the date that control ceases. Intra-group
balances, transactions and cash flows and any unrealised
profits arising from intra-group transactions are eliminated
in full in preparing the consolidated financial statements.
Unrealised losses resulting from intra-group transactions are

eliminated in the same way as unrealised gains but only to

28
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(ii)

the extent that there is no evidence of impairment. In the
University Statement of Financial Position, investments in
subsidiaries are stated at cost less impairment losses (see
Note 1(k)).

Non-controlling interests represent the equity in a subsidiary
not attributable directly or indirectly to the University, and
are presented in the consolidated Statement of Financial
Position within equity, separately from funds attributable
to the University. Non-controlling interests in the results of
the Group are presented on the face of the consolidated
Statement of Comprehensive Income as an allocation of the
total surplus or deficit and total comprehensive income for
the year between non-controlling interests and the funds

attributable to the University.

Changes in the Group's interests in a subsidiary that do
not result in a loss of control are accounted for as equity
transactions, whereby adjustments are made to the
amounts of controlling and non-controling interests within
consolidated fund balances to reflect the change in relative
interests, but no adjustments are made to goodwill and no

gain or loss is recognised.

Associate and joint ventures

An associate is an entity in which the Group or the University
has significant influence, but not control or joint control,
over its management, including participation in the financial

and operating policy decisions.

A joint venture is an arrangement whereby the Group or
University and other parties contractually agree to share
control of the arrangement, and have rights to the net assets

of the arrangement.

An investment in an associate or a joint venture is
accounted for in the consolidated financial statements under
the equity method and is initially recorded at cost and
adjusted thereafter for the post acquisition change in the
Group's share of the associate's or the joint venture's net
assets and any impairment loss relating to the investment.

The consolidated Statement of Comprehensive Income
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reflects the Group's share of the post-acquisition post-tax
results of the associate or the joint venture for the year,
including any impairment loss on goodwill relating to the
investment in the associate or the joint venture recognised

for the year (see Note 1(k)).

When the Group's share of losses exceeds its interest in
the associate or the joint venture, the Group's interest
is reduced to nil and recognition of further losses is
discontinued except to the extent that the Group has
incurred legal or constructive obligations or made payments
on behalf of the associate or the joint venture. For this
purpose, the Group's interest is the carrying amount of
the investment under the equity method together with the
Group's long-term interests that in substance form part of
the Group's net investment in the associate or the joint

venture.

Unrealised profits and losses resulting from transactions
between the Group and its associate or joint ventures
are eliminated to the extent of the Group's interest in the
investee, except where unrealised losses provide evidence
of an impairment of the asset transferred, in which case
they are recognised immediately in the Consolidated

Statement of Comprehensive Income.

In the University Statement of Financial Position, investments
in an associate and joint ventures are stated at cost less

impairment losses (see Note 1(k)).

Investments in debt and equity securities

Investments in debt and equity securities (other than
investments in subsidiaries, associate and joint ventures)
are initially stated at fair value, which is their transaction
price unless it is determined that the fair value at initial
recognition differs from the transaction price and that fair
value is evidenced by a quoted price in an active market
for an identical asset or liability or based on a valuation
technique that uses only data from observable markets.
Cost includes attributable transaction costs, except where
indicated below. These investments are subsequently

accounted for as follows, depending on their classifications:
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Investments in securities held for trading are classified
as current assets. Any attributable transaction costs are
recognised in the Statement of Comprehensive Income
as incurred. At each reporting date, the fair value is
remeasured, with any resultant gains or losses being
recognised in the Statement of Comprehensive Income.
The net gain or loss recognised in the Statement of
Comprehensive Income does not include any interest
earned or dividends on these investments as they are
recognised in accordance with the accounting policies set

out in Notes 1(v)(iii) and 1(v)(iv).

Dated debt securities that the Group and/or the University
have the positive ability and intention to hold to maturity
are classified as held-to-maturity debt securities. Held-
to-maturity debt securities are stated in the Statement of
Financial Position at amortised cost less impairment losses

(see Note 1(k)).

Investments in equity securities that do not have a quoted
market price in an active market for an identical instrument
and whose fair value cannot be reliably measured are
recognised in the Statement of Financial Position at cost less

impairment losses (see Note 1(k)).

Investments are recognised/derecognised on the date the
Group commits to purchase/sell the investments or they

expire.

Financial instruments with embedded
derivatives

Financial instruments with embedded derivatives are
recognised initially at fair value. At each reporting date,
the fair value is remeasured. Any gains or losses on
remeasurement of fair value are recognised in the Statement

of Comprehensive Income.
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(i)

Investment properties

Investment properties are land and/or buildings which are
owned or held under a leasehold interest (see Note 1(j)) to

earn rental income and/or for capital appreciation.

When the Group holds an investment property under an
operating lease to earn rental income and/or for capital
appreciation, the interest is classified and accounted for as
an investment property on a property-by-property basis.

Lease payments are accounted for as described in Note 1(j).

Investment properties are stated in the Statement of
Financial Position at cost less accumulated depreciation
and impairment losses (see Note 1(k)). Any gains or losses
arising from the retirement or disposal of an investment
property are recognised in the Statement of Comprehensive
Income. Rental income from investment properties is

accounted for as described in Note 1(v)(v).

Depreciation charge is calculated using the straight line
method to write off the cost of investment properties, less
their estimated residual values, if any, over their estimated
useful lives. Estimated useful lives for investment properties

are the same as those for buildings as shown in Note 1(i).

Other properties and equipment

Other properties and equipment are stated in the Statement
of Financial Position at cost less accumulated depreciation

and impairment losses (see Note 1(k)).

The cost of self-constructed items of properties and
equipment includes the costs of materials, direct labour, the
initial estimate, where relevant, of the costs of dismantling
and removing the items and restoring the site on which

they are located.
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Gains or losses arising from the retirement or disposal
of an item of properties and equipment are determined
as the difference between the net disposal proceeds and
the carrying amount of the item, and are recognised in
the Statement of Comprehensive Income on the date of

retirement or disposal.

Depreciation charge is calculated using the straight line
method to write off the cost of items of properties and
equipment, less their estimated residual value, if any, over
their estimated useful lives since the date of completion/
purchase. The useful life of a particular properties and
equipment is the shorter of its available-for-use period and

the period listed below:

4 / Years
50 4F R TR B - HOH A o
BN E AT Buildings situated on leasehold land The shorter of 50 years and the
unexpired term of lease.
BT RFE A Building service systems and equipment 20
HetB MARE Furniture, fixtures and fittings 1to 10
et K s (HLFEIREL)  Machinery and equipment (including motor vehicles) 1t0 5
R A Computing equipment and software 1to 4
B RIS Library serial collections 10
M G AL e Books and audio-visual supplies 5
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Where parts of an item of properties and equipment have
different useful lives, the cost of the item is allocated
on a reasonable basis among the parts and each part is
depreciated separately. Both the useful life of the item and

its residual value, if any, are reviewed annually.

Leasehold land granted by the Government for usage by the

University is recorded at a nominal amount of $1.

Construction in progress represents buildings under
construction and is stated at cost less any impairment
losses (see Note 1(k)), and is not depreciated. Construction
in progress is reclassified to the appropriate category of
properties and equipment when completed and ready for

use.
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Leased assets

An arrangement, comprising a transaction or a series of
transactions, is or contains a lease if the Group determines
that the arrangement conveys a right to use a specific
asset or assets for an agreed period of time in return for
a payment or a series of payments. Such a determination
is made based on an evaluation of the substance of the
arrangement and is regardless of whether the arrangement

takes the legal form of a lease.

Classification of assets leased to the Group

Assets that are held by the Group under leases which
transfer to the Group substantially all the risks and rewards
of ownership are classified as being held under finance
leases. Leases which do not transfer substantially all the
risks and rewards of ownership to the Group are classified

as operating leases, with the following exceptions:

- property held under operating leases that would
otherwise meet the definition of an investment property
is classified as investment property on a property-by-
property basis and, if classified as investment property,
is accounted for as if held under a finance lease (see

Note 1(h)); and

- land held for own use under an operating lease, the
fair value of which cannot be measured separately
from the fair value of a building situated thereon at the
inception of the lease, is accounted for as being held
under a finance lease, unless the building is also clearly
held under an operating lease. For these purposes, the
inception of the lease is the time that the lease was
first entered into by the Group, or taken over from the

previous lessee.

(i) Operating lease charges

Where the Group has the use of other assets held under
operating leases, payments made under the leases are
charged to Statement of Comprehensive Income in equal
instalments over the accounting periods covered by the
lease term, except where an alternative basis is more
representative of the pattern of benefits to be derived from

the leased asset. Lease incentives received are recognised
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in Statement of Comprehensive Income as an integral part of
the aggregate net lease payments made. Contingent rentals
are charged to Statement of Comprehensive Income in the

accounting period in which they are incurred.

The cost of acquiring land held under an operating lease
is amortised on a straight-line basis over the period of
the lease term except where the property is classified
as an investment property (see Note 1(h)), or is held for

development for sale.

Impairment of assets

Impairment of investments in debt and equity securities and

receivables

Investments in debt and equity securities and current and
non-current receivables that are stated at cost or amortised
cost are reviewed at each reporting date to determine

whether there is objective evidence of impairment.

Obijective evidence of impairment includes observable data
that comes to the attention of Group about one or more of

the following loss events:
- significant financial difficulty of the debtor;

- a breach of contract, such as a default or delinquency in

interest or principal payments;

- it becoming probable that the debtor will enter bankruptcy

or other financial reorganisation;

- significant changes in the technological, market, economic
or legal environment that have an adverse effect on the

debtor; and

- a significant or prolonged decline in the fair value of an

investment in an equity instrument below its cost.

If any such evidence exists, any impairment loss is

determined and recognised as follows:

- For investments in associate and joint ventures (including

those recognised using the equity method (see Note
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1(e)), the impairment loss is measured by comparing the
recoverable amount of the investment with its carrying
amount in accordance with Note 1(k)(ii). The impairment
loss is reversed if there has been a favourable change in
the estimates used to determine the recoverable amount

in accordance with Note 1(k)(ii).

For unquoted equity securities carried at cost, the
impairment loss is measured as the difference between
the carrying amount of the financial asset and the present
value of estimated future cash flows, discounted at the
current market rate of return for a similar financial asset
where the effect of discounting is material. Impairment
losses for equity securities carried at cost are not

reversed.

For debt securities and other financial assets carried at
cost or amortised cost, the impairment loss is measured
as the difference between the asset's carrying amount
and the present value of estimated future cash flows,
discounted at the financial asset's original effective
interest rate (i.e. the effective interest rate computed
at initial recognition of these assets), where the effect
of discounting is material. If in a subsequent period
the amount of an impairment loss decreases and the
decrease can be linked objectively to an event occurring
after the impairment loss was recognised, the impairment
loss is reversed through the Statement of Comprehensive
Income. A reversal of an impairment loss shall not result
in the asset's carrying amount exceeding that which
would have been determined had no impairment loss

been recognised in prior years.

Impairment losses are written off against the corresponding
assets directly, except for impairment losses recognised
in respect of accounts receivable included within trade
and other receivables, whose recovery is considered
doubtful but not remote. In this case, the impairment
losses for doubtful debts are recorded using an
allowance account. When the Group is satisfied that
recovery is remote, the amount considered irrecoverable
is written off against accounts receivable directly and

any amounts held in the allowance account relating

36
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to that debt are reversed. Subsequent recoveries of
amounts previously charged to the allowance account
are reversed against the allowance account. Other
changes in the allowance account and subsequent
recoveries of amounts previously written off directly are

recognised in the Statement of Comprehensive Income.

(i) Impairment of other assets

Internal and external sources of information are reviewed
at each reporting date to identify any indications that the
following assets may be impaired or whether an impairment
loss previously recognised no longer exists or may have
decreased:

- investment properties;

- other properties and equipment; and

- investment in subsidiaries, associate and joint ventures in

the University Statement of Financial Position.

If any such indication exists, the asset's recoverable amount

is estimated.

- Calculation of recoverable amount

The recoverable amount of an asset is the greater of
its fair value less costs of disposal and value in use.
In assessing value in use, the estimated future cash
flows are discounted to their present values using a
discount rate that reflects current market assessments
of the time value of money and the risks specific to the
asset. Where an asset does not generate cash inflows
independent of those from other assets, the recoverable
amount is determined for the smallest group of assets
that generates cash inflows independently (i.e. a cash-

generating unit).

- Recognition of impairment losses

An impairment loss is recognised in the Statement of
Comprehensive Income if the carrying amount of an
asset, or the cash-generating unit to which it belongs,

exceeds its recoverable amount. Impairment losses are



MR 5 M EE IR EE A S
CEXGY I I e R N ]
il 22 o (T e 2 S PR O

- BB 1R a4t

il 7 JHT LA TR T i ] A £ IR R
B AR S > S G R
1] 43¢

il L s 8L I 86 5 A S O B
2 A (R B R T 1 4R B R A B
3 (EL s AR T A7 MR T (L - B8R 4R
Vo L AR ] 8 Y A AE A
e E PN

i
A5 B2 LA BSCA ] 52 BLR E 2
RAANR o AR DL HE G ik
S BLHE BT A AR B HE R LA
o 0 e 2 B IR AR Y0 2 LA AR

]S B B R SEBRR  2 AlRE
TR 2 1R ) 3 B 2 Al 5t 0 5 AR B
BOA o

AR > AT R IR (E R A B
WS i 0 2 S0 T e 0 % BRI S o A B
] B H A B B 2
A8 T HE O A 1 0 e 7 B
3o WA B 2 AR i B[] £
Y e A AR A B S 2 R

()

recognised to reduce the carrying amount of the asset
or assets in the cash-generating unit on a pro rata basis,
except that the carrying value of an asset will not be
reduced below its individual fair value less costs of

disposal (if measurable), or value in use (if determinable).

- Reversal of impairment losses

An impairment loss is reversed if there has been a
favourable change in the estimates used to determine

the recoverable amount of an asset.

A reversal of an impairment loss is limited to the asset's
carrying amount that would have been determined
had no impairment loss been recognised in prior years.
Reversals of impairment losses are credited to the
Statement of Comprehensive Income in the year in

which the reversals are recognised.

Inventories

Inventories are carried at the lower of cost and net
realisable value. Cost is calculated using the first-in first-out
formula and comprises all costs of purchase and other costs
incurred in bringing the inventories to their present location

and condition.

Net realisable value is the estimated selling price in the
ordinary course of business less the estimated costs

necessary to make the sale.

When inventories are sold, the carrying amount of those
inventories is recognised as an expense in the period on
which the related revenue is recognised. The amount of
any write-down of inventories to net realisable value and
losses of inventories are recognised as an expense in the
period the write-down or loss occurs. The amount of any
reversal of any write-down of inventories is recognised as
a reduction in the amount of inventories recognised as an

expense in the period in which the reversal occurs.
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(m) Accounts and other receivables

()

()

Accounts and other receivables are initially recognised at
fair value and thereafter stated at amortised cost using the
effective interest method, less allowance for impairment of
doubtful debts (see Note 1(k)), except where the receivables
are interest-free loans made to related parties without any
fixed repayment terms or the effect of discounting would
be immaterial. In such cases, the receivables are stated at
cost less allowance for impairment of doubtful debts (see

Note 1(k)).

Interest-bearing borrowings and borrowing
costs

Interest-bearing borrowings are recognised initially at fair
value less attributable transaction costs. Subsequent to
initial recognition, interest-bearing borrowings are stated
at amortised cost with any difference between the amount
initially recognised and redemption value being recognised
in the Statement of Comprehensive Income over the period
of the borrowings, together with any interest and fees

payable, using the effective interest method.

Borrowing costs are expensed in the Statement of
Comprehensive Income in the period in which they are

incurred.

Government loans

Government loans are stated at cost. The details of the
government loans received by the Group are disclosed in

Note 25.1.

(p) Accounts and other payables

Accounts and other payables are initially recognised at fair
value and subsequently stated at amortised cost unless the
effect of discounting is immaterial, in which case they are

stated at cost.
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(a) Deferred capital funds

"

(s)

Deferred capital funds are Government grants and donations
earmarked for capital expenditure received and receivable
by the Group. These funds, when received or become
receivable, are initially recorded as Deferred Capital Funds
and shown in the Statement of Financial Position. When the
related assets are put into use, an amount equivalent to the
depreciation charge (see Note 1(i)) of the related properties
and equipment is transferred from Deferred Capital Funds
to the Statement of Comprehensive Income as income of

the same period.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and
on hand, demand deposits and short-term deposits with
banks and other financial institutions, having less than three

months of maturity at acquisition.

Employee benefits

Salaries, gratuities, paid annual leave, leave passage and
any costs to the Group on monetary and non-monetary
benefits provided to employees are accrued in the year in
which the associated services are rendered by employees

of the Group.

Contributions to the retirement schemes, including
Mandatory Provident Fund Scheme as required under
the Hong Kong Mandatory Provident Fund Schemes
Ordinance, are recognised as expenses in the Statement of

Comprehensive Income as incurred.

Termination benefits are recognised at the earlier of when
the Group can no longer withdraw the offer of those
benefits and when it recognises restructuring costs involving

the payment of termination benefits.
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(t)

(u)

Income tax

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities. Current
tax and movements in deferred tax assets and liabilities
are recognised in the Statement of Comprehensive Income
except to the extent that they relate to items recognised in
other comprehensive income or directly in equity, in which
case the relevant amounts of tax are recognised in other
comprehensive income or directly in equity, respectively.
Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or substantively
enacted at the reporting date, and any adjustment to the tax

payable in respect of previous years.

Deferred tax assets and liabilities, arise from deductible
and taxable temporary differences respectively, being the
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax losses and

unused tax credits.

All deferred tax liabilities, and all deferred tax assets, to
the extent that it is probable that future taxable profits will
be available against which the asset can be utilised, are

recognised.

The amount of deferred tax recognised is measured based
on the expected manner of realisation or settlement of
the carrying amount of the assets and liabilities, using tax
rate enacted or substantially enacted at the reporting date.

Deferred tax assets and liabilities are not discounted.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing
or amount when the Group and the University has a legal
or constructive obligation arising as a result of a past event,
it is probable that an outflow of economic benefits will
be required to settle the obligation and a reliable estimate
can be made. Where the time value of money is material,
provisions are stated at the present value of the expenditure

expected to settle the obligation.
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v)

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, whose existence 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 measured at the fair value of the consideration
received or receivable. Provided it is probable that the
economic benefits will flow to the Group and the University
and the income and expenditure, if applicable, can be
measured reliably, revenue is recognised in the Statement

of Comprehensive Income as follows:

Government grants

Government grants mainly consist of block grants, matching
grants, supplementary grants, earmarked grants and capital

grants.

Government grants without a specific purpose attached are
recognised as revenue in the Statement of Comprehensive
Income on an accrual basis. Any block grants which are
received in excess of the related expenditure are transferred
to General and Development Reserve Fund in accordance
with the requirements of the University Grants Committee
("UGC").

Government grants for specific purposes are recognised
in the Statement of Financial Position initially as deferred
income when there is reasonable assurance that they will be
received and that the Group will comply with the conditions
attached to them. Other grants that compensate the Group
for operating expenditure incurred, are recognised as
revenue in the Statement of Comprehensive Income on a
systematic basis in the same periods in which the related

expenditure are incurred.



(ii)

(iii)

(iv)

(vi)

JAAE R IA H B S0 2 BUR B B St
PR IRAE AR o A B EE N
% > BRAEARAR AT T A R 38
BEORER AA -

B AR R A

B~ AR A W 3 BR R L A L
PR Z AR R RS A A > T B A7 T AR
B G BIRIENA -

FLB A

FB A B M 4 B A AR > 0 DL
WA 207 R -

B S A

b B 2 B MO TR T W E FEOR A
TSI 5 I i R

LB 2 i B IR B 2 IR AE B
BT -

HEMBEZHERA

CELN-Pd LI RO EiRiiN - ]
W B B RAE BB E 20 RO R AT L
iR NBEMR - HEREEGYEH
R ECF & BB — 3> ERH
Wi K A AR -

EE

KE B Z AR — IR & 2 R B 2
JA R 2 I T 6 Y RS AR - — B TE
BB 4 RFTE 4 T A 4 K N TERE o A E
JH i 22 5 TR WO R 200 0 T 8 7% A0 A2
A HAE TAUM R S A B A R A
Ao

(ii)

(iii

(iv

(vi

=

=

=

Government grants spent on capital expenditure are initially
recorded as deferred capital funds and recognised as
income over the useful lives of the related assets when they
are put into use to the extent of their related depreciation

charge for the year.

Tuitions, programme and other fees

Tuitions, programme and other fees are recognised as
income on an accrual basis over the duration of the
programmes and unearned fees received are treated as

deferred income.

Interest income

Interest income is recognised as it accrues using the

effective interest method.

Dividend income

Dividend income from unlisted investments is recognised
when the shareholder's right to receive payment is

established.

Dividend income from listed investments is recognised

when the share price of the investment goes ex-dividend.

Rental income from operating leases

Rental income receivable under operating leases is
recognised in the Statement of Comprehensive Income in
equal installments over the accounting periods covered by
the lease term. Lease incentives granted are recognised in
the Statement of Comprehensive Income as an integral part

of the aggregate net lease payments receivable.

Donations

Donations with general purposes are recognised in the
Statement of Comprehensive Income when the Group
becomes entitled to the donations and it is probable that
they will be received, which is generally upon receipt of
cash. Donations with specific purposes designated by the
donors are initially recognised as deferred income when
received, and then recognised as income to the extent of

the related expenditure incurred during the year.
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(vii) Service income

W)

Service income is recognised in the Statement of
Comprehensive Income when the relevant service is

rendered.

Translation of foreign currencies

Foreign currency transactions during the year are translated
into Hong Kong dollars at the foreign exchange rates ruling
at the transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated into Hong
Kong dollars at the foreign exchange rates ruling at the
reporting date. Exchange gains and losses are recognised in

the Statement of Comprehensive Income.

Non-monetary assets and liabilities that are measured in
terms of historical cost in a foreign currency are translated
using the foreign exchange rates ruling at the transaction
dates. Non-monetary assets and liabilities denominated in
foreign currencies that are stated at fair value are translated
using the foreign exchange rates ruling at the dates the fair

value was measured.

The results of operations outside Hong Kong are translated
into Hong Kong dollars at the average foreign exchange
rates for the year. Statement of Financial Position items are
translated into Hong Kong dollars at the closing foreign
exchange rates at the reporting date. The resulting exchange
differences are recognised as a movement in the Exchange

Reserve.

On disposal of an operation outside Hong Kong, the
cumulative amount of the exchange differences recognised
in the Exchange Reserve which relate to that operation
outside Hong Kong is included in the calculation of the gain

or loss on disposal.
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(@)

Related parties

A person, or a close member of that person's family, is

related to the Group if that person:
@ has control or joint control over the Group;
(b) has significant influence over the Group; or

(c) is a member of the key management personnel of the

Group or the Group's parent.

An entity is related to the Group if any of the following

conditions applies:

(@) The entity and the Group are members of the same
group (which means that each parent, subsidiary and

fellow subsidiary is related to the others);

(b) One entity is an associate or joint venture of the other
entity (or an associate or a joint venture of a member of

a group of which the other entity is a member);

(c) Both entities are joint ventures of the same third party;

(d) One entity is a joint venture of a third entity and the

other entity is an associate of the third entity;

(e) The entity is a post-employment benefit plan for the
benefit of employees of either the Group or an entity

related to the Group;

(f) The entity is controlled or jointly controlled by a person

identified in (i);

(g) A person identified in (i)@) has significant influence
over the entity or is a member of the key management

personnel of the entity (or of a parent of the entity); or

(h) The entity, or any member of a group of which it is a
part, provides key management personnel services to

the Group.

Close members of the family of a person are those family
members who may be expected to influence, or be

influenced by, that person in their dealings with the entity.



QR
Government Subventions

B K&
Consolidated University
(AT oCRr)
(Expressed in thousands of Hong Kong dollars ) 2016 2015 2016 2015
BE G Subventions from UGC
REFHEK Block Grants 1,004,199 794,587 1,004,199 794,587
HiBhHEK Supplementary Grants 55,788 133,347 55,788 133,347
1,059,987 927,934 1,059,987 927,934
BoE B4 (MH3E 2.1)  Matching Grants (Note 2.1) 2,662 29,498 2,662 29,498
e K Earmarked Grants
i Research 49,538 39,007 49,538 39,007
HoAts Others 14,085 15,750 14,085 15,750
HEEEREF Housing Related 6,961 8,139 6,961 8,139
70,584 62,896 70,584 62,896
R 25 B e Rates and Government Rent Refund 39,869 40,019 29,621 29,771
SRR R - o . .
Tl E T R Capital Grants and AA & I Block Allocation 102,144 96,130 102,144 96,130
1,275,246 1,156,477 1,264,998 1,146,229
Grants from Government and
; ERERE K S
BURY BT R 8tk Related Organisations
oL B Matching Grant for
TA) b 8 B S Pilot Mainland Experience Scheme 230 535 230 535
i S B 4 (BT 2.2)  for Post-secondary Students (Note 2.2)
o BRI Subsidy on Exchange 085 i 085 ]
GBI (M3 2.3)  for Post-secondary Students (Note 2.3)
HFEAFIE Subsidy on Exchange to
[—#— MEACH  "Belt and Road" Regions - - - -
G (B3 2.4) for Post-secondary Students (Note 2.4)
oAb Others 39,106 39,669 39,106 39,669
1,315,567 1,196,681 1,305,319 1,186,433
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Subsidy on Exchange for Post-secondary Students

BAFGHE RS BB S S0 Bt B E R L B o FESLIE R AR KR T R BUR
BERE 1(v)G) » A 7 B 4 0 S B e (e S R AR R GRS T AT E AR A B 2 i

In compliance with the requirements of Education Bureau which funds Subsidy on Exchange for Post-secondary
Students, the funding received and the payments have to be separately disclosed. For the purposes of this Note,
different from the recognition policies as stated in Note 1(v)(i) of the Group's significant accounting policies, all

expenditure funded by the subsidy is written off in the year of expenditure. The related income and expenditure are
detailed as follows:

BERKE
Consolidated and University

(AT oest)
( Exg)ressed] liun thousands of Hong Kong dollars ) 2016 2015
SRR E Opening Balance 5,965
ITRI <1/ Add: Subsidy Income 3,114 5,965

FR A Interest Income 2 .
A Total Income 3,116 5,965
B X Less: Expenditure

2LEEME Subsidy to Students 987
i Total Expenditure 987
S S Closing Balance 8,094 5,965

HE2ARME [—F— 8] R RE &
Subsidy on Exchange to “Belt and Road” Regions for Post-secondary Students

RAFGHE RS BB AR — A — B I S U R B ZEAE B LR o TELMERE N > A R OGS e
LEFBORMEE 1v)() - FrA &M & B8 0 SO g e SO % R RGES - A B A B2 o

In compliance with the requirements of Education Bureau which funds Subsidy on Exchange to "Belt and Road"
Regions for Post-secondary Students, the funding received and payments have to be separately disclosed. For the
purposes of this Note, different from the recognition policies as stated in Note 1(v)(i) of the Group's significant

accounting policies, all expenditure funded by the Scheme is written off in the year of expenditure. The related
income and expenditure are detailed as follows:

[P ON
Consolidated and University

(AT ICRT)
( Expressedﬂi:n thousands of Hong Kong dollars ) 2016
R i i Opening Balance
me Ea Add: Subsidy Income 3,114

FE A Interest Income
YN Total Income 3,114
B X Less: Expenditure

BA B4 Subsidy to Students
A3 Total Expenditure
LR F S Closing Balance 3,114




B R R bk &

Tuition, Programme and Other Fees

HaRkKkE
Consolidated and University
(LUsHT R
( Expressed?n thousands of Hong Kong dollars ) 2016 2015
BEgyyRE UGC-funded Programmes
2 Tuition Fees 361,766 347,247
FRRE I H A i Programme and Other Fees 7,436 7,976
369,202 355,223
FHE G EHRE Non-UGC-funded Programmes
2 Tuition Fees 774,261 771,849
R B At B Programme and Other Fees 16,763 16,275
791,024 788,124
1,160,226 1,143,347
- o [ e
FERGFRE(ER)/ KA
Interest and Net Investment (Loss)/Income
oty KE
Consolidated University
DS T o
E éxprtzzedjicn th)ousands of Hong Kong dollars ) 2016 2015 2016 2015
FTESR R Dividends from Listed Securities 56 61 56 61
B J B b i Interest Income and Net Exchange 2,052 21,383 1,914 21,273
(k518) /s (Losses)/Gains
EEBHEWMEZHEBEL  NetRealised and Unrealised
REBF (BR) /e (Losses)/Gains on Trading Securities (69,082) 17.9m (69,082) 17.9M
FoAth Others 31 44 47 44
(66,943) 39,399 (67,065) 39,289




5. A kEERYE
Donations and Benefactions

ety K&
Consolidated University

(LAVH T oeat)
( Exgressed”;n thousands of Hong Kong dollars ) 2016 2015 2016 2015
HAIEE Capital Projects 7,501 7,501 7,501 7,501
NTTE) AL 2 Endowment 8,975 43,195 8,975 43,195
HAth Others 65,062 41,579 62,336 40,166
G SRR E Scholarships, Prizes and Bursaries 10,387 16,023 10,387 16,023

91,925 108,298 89,199 106,885
it
Note:.

TEME20165F6 130 H 1EFIE - AZEPRE RASEIETTF BIBHNG G (Tt e 15 R B G 233520 7C (2014-154F 1%+ 1208570) R 163870 (2014- 154 12087C)
During the year ended 30 June 2016, the Group and the University received donations and benefactions of $3.52 million (2014-15 : $1.20 million) and $1.63 million (2074-15 :
$1.20 million) respectively from The Hong Kong Jockey Club Charities Trust.

FEHE2016F6/130H IFFSE - KZ B R AL HLF United Board for Christian Higher Education in Asia 7835 R 2 Z 158 /4 14HC (2014- 154/ : 20870) »

During the year ended 30 June 2016, the Group and the University received donations and benefactions of $0.14 million (2014-15 : $0.20 million) from United Board for Christian
Higher Education in Asia.

6. VA B WA

Auxiliary Services Income

Ba K&
Consolidated University
: éfﬁjﬁih)ousands of Hong Kong dollars ) 2016 2015 2016 2015
B Consultancy Income 24,947 19,974 23,853 19,109
Ji e 2 License Fees 4,607 5,044 4,478 4,299
A RA Rental Income 22,347 21,432 10,765 9,988
B Residence Halls 42,526 41,359 42,526 41,359
IR i A Service Income 131,924 153,859 129,442 151,683
Ik B 15 &4 Staff Quarters Rental 5,135 4614 5,135 4614

231,486 246,282 216,199 231,052




5l A

Other Income

e KB
Consolidated University
(UM T et
( Expressed in thousands of Hong Kong dollars ) 2016 2015 2016 2015
TR Conference Income 2,137 3,252 2,137 3,252
B R E Fees on Student Activities 5,462 7,203 5,462 7,203
HETE Miscellaneous 29,436 26,224 15,408 21,212
W5 Research 16,612 5,986 16,612 5,986
53,647 42,665 39,619 37,653
Wit
Note:

HHE2016%6H30H IFFE - KB RAZH{F United Board for Christian Higher Education in Asia H A £8H 7T (2014- 154 + 0IC) »
During the year ended 30 June 2016, the Group and the University received other income of $0.08 million (201415 : $Nil) from United Board for Christian Higher Education in
Asia.



x ihh

Expenditure

e
Consolidated
W B B B e Mk
N Staff Costs Operating
(LAs¥FoTat)
( Expressedj?n thousands of Hong Kong dollars ) and Benefits Expenses Depreciation Total
B8 > B R Teaching, Learning and Research
B K B Teaching and Research 1,297,224 279,153 53,366 1,629,743
f S i Library 40,972 11,922 26,720 79,614
Hh e S R Central Computing Facilities 61,412 16,606 5,052 83,070
oA 2 s Other Academic Services 69,461 9,349 102 78,912
1,469,069 317,030 85240 1,871,339
HE A% (M5 8.1 Institutional Support (Note 8.1)
EHR— M Management and General 199,773 40,752 5,937 246,462
W B B B =2 Premises and Related Expenses 65,083 241,561 129,200 435,844
B R— BB IRk Students and General Education Services 53,581 86,763 1,260 141,604
oAt 35 ) Other Activities 16,561 14,976 1,354 32,891
334,998 384,052 137,751 856,801
2016 4F B4 S Total Expenditure 2016 1,804,067 701,082 222,991 2,728,140
B BERFE Teaching, Learning and Research
HEE R Teaching and Research 1,204,521 263,812 46,740 1,515,073
f S iy Library 40,814 11,336 25,839 77,989
Hh S Central Computing Facilities 59,888 18,374 5,371 83,633
oA 2 s Other Academic Services 62,606 11,729 211 74,546
1,367,829 305,251 78,161 1,751,241
HE L% (M5 8.1 Institutional Support (Note 8.1)
EHR— M Management and General 186,771 33,305 5,587 225,663
e A BB % Premises and Related Expenses 61,515 254,320 127,113 442,948
B R IR s Students and General Education Services 53,163 85,799 936 139,898
Tt 35 ) Other Activities 17,418 8,614 1,168 27,200
318,867 382,038 134,804 835,709
2015 47 A 3 Total Expenditure 2015 1,686,696 687,289 212,965 2,586,950




il ()

Expenditure (Cont'd)

K&
University
BARELY  BEL b8 T
LN ) Staff Costs Operating o
(Expressed in thousands of Hong Kong dollars ) and Benefits Expenses  Depreciation Total
B B R Teaching, Learning and Research
OB TR Teaching and Research 1,290,827 271,293 50,661 1,612,781
e Library 40,972 11,922 26,720 79,614
T B AR Central Computing Facilities 61,412 16,583 5,052 83,047
HoA 2R s Other Academic Services 69,463 10,833 79 80,375
1,462,674 310,631 82,512 1,855,817
B (M5 8.1)  Institutional Support (Note 8.1)
B Management and General 199,773 36,008 5,937 241,718
W B BHBA 52 Premises and Related Expenses 65,479 222,636 129,195 417,310
B R B s Students and General Education Services 53,581 86,763 1,260 141,604
A ) Other Activities 12,208 13,753 1,063 27,024
331,041 359,160 137,455 827,656
2016 4E M Total Expenditure 2016 1,793,715 669,791 219,967 2,683,473
BE > BH R Teaching, Learning and Research
B2 KR Teaching and Research 1,198,984 255,672 43,775 1,498,431
B Library 40,814 11,336 25,839 77,989
B R Central Computing Facilities 59,888 18,374 5,371 83,633
HAbHCER B Other Academic Services 62,299 13,704 196 76,199
1,361,985 299,086 75,181 1,736,252
B (M5k 8.1)  Institutional Support (Note 8.1)
FH L Management and General 186,771 30,340 5,587 222,698
e LA BB % Premises and Related Expenses 61,515 237,510 127,109 426,134
B R — B iR Students and General Education Services 53,163 85,799 936 139,898
A B Other Activities 13,375 7,391 1,074 21,840
314,824 361,040 134,706 810,570
2015 47 BEAE 3 Total Expenditure 2015 1,676,809 660,126 209,887 2,546,822

4



8.1 HEXZEZEE LW

Analysis of Operating Expenses - Institutional Support

e KE
Consolidated University
: éig%jfsjcﬁ;lth)ousands of Hong Kong dollars ) 2016 2015 2016 2015
(s aN Management and General
&/ Advertisement/Promotion 6,219 6,171 4,271 4,255
BT Auditor's Remuneration 718 666 582 567
W Equipment 2,278 2,473 2,264 2,460
WAET General Expenses 18,594 13,112 16,760 12,961
— R AR 2 General Insurance 1,888 1,526 1,806 1,443
& 2 Professional Fees 1,880 3,001 1,729 2,816
TRIEE 2 Recruitment Expenses 5,723 3,057 5,700 3,018
I B 553 Staff Development 1,955 2,189 1,955 1,730
E Transportation 1,497 1,110 941 1,090
40,752 33,305 36,008 30,340
M A B 3 Premises and Related Expenses
WEMTHENS X% Campus Repair and Maintenance 33,501 45,646 33,501 45,646
BB MR Cleaning and Security Services 57,597 55,917 54,147 52,777
2] Equipment 322 384 255 1,076
WAER General Expenses 2,895 3,102 3,161 2,558
ZE A I Government Rent and Rates 40,287 40,536 29,748 29,917
AN Minor Works 33,076 36,882 32,152 36,650
W E S Office Rental 5,577 4,420 2,941 3,253
LIEITY Property Insurance 1,687 1,554 1,527 1,410
R Safety Expenses 710 720 710 720
W ETE &4 MR Staff Quarters Repair and Maintenance 2,423 1,305 2,423 1,305
K~ E R Utilities 63,486 63,854 62,071 62,198
241,561 254,320 222,636 237,510
BAER—REEME  Student and General Education Services
P Congregation Expenses 1,297 997 1,297 997
) Equipment 640 616 640 616
i H Examination Fee 552 532 552 532
IAER X General Expenses 2,500 3,192 2,500 3,192
WA O Joint Sports Centre 1,371 1,179 1,371 1,179
B N A R (e Medical and Dental Care 2,472 2,264 2,472 2,264
HYIED) Music Activities 682 396 682 396
BAESEHE Residence Halls Expenses 8,128 8,514 8,128 8,514
HEBE Scholarships 51,899 47,163 51,899 47,163
B Student Activities 8,178 11,621 8,178 11,621
B gt Student Exchange Programme 9,044 9,325 9,044 9,325
86,763 85,799 86,763 85,799
Fo b ) Other Activities 14,976 8,614 13,753 7,391
384,052 382,038 359,160 361,040




8.2 ¥k B & K
Higher Paid Staff Remuneration

HE 2016 4E 6 A 30 H 4B 1K EE B BT "M 180 BT &Mty

For the year ended 30 June 2016, the number of higher paid staff with total remuneration™ exceeding $1.8 million is
as follows: 56

2016 2015

N N

Number of Number of

individuals individuals

$1,800,001 - 1,950,000 32 29
$1,950,001 - 2,100,000 24 18
$2,100,001 - 2,250,000 9 10
$2,250,001 - 2,400,000 10 3
$2,400,001 - 2,550,000 4 4
$2,550,001 - 2,700,000 1 1
$2,700,001 - 2,850,000 1 -
$2,850,001 - 3,000,000 - 1
$3,000,001 - 3,150,000 1 -
$3,150,001 - 3,300,000 1 2
$3,300,001 - 3,450,000 1 -
$3,450,001 - 3,600,000 - -
$3,600,001 - 3,750,000 - -
$3,750,001 - 3,900,000 - -
$3,900,001 - 6,000,000 1 1
85 69

* o HEOITE S - AW B KSR B BB R BT - IR RE T A o AR H A 5 BRI LU B 1 I AP e e 2 M
ARAEMEFIIE - LUREEF A 095 AT -
Remuneration includes salary, contribution to gratuity/retirement plans, cash allowances, housing benefits, individual income tax of PRC, passage allowances and education
allowances. For staff whose quarters were provided as part of their remuneration package, the ratable values assessed by the Rating and Valuation Department were used
as the values of their housing benefits in determining their total remuneration in the year.
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—RRFRMERES

— M R TR R B R R TR
AR > Tl —EENEREE T —
8 0 - AR 2 SO B M T )
S o A CEE B =) &R
A3 B S — {18 8 O — A B e
5 & S R AR B R e 2 RS A B 8
(CRFR & 2 46 T B R AN ) I E 2 2
TR BR o B I Ah ik K 5 B 5 A B
9.1

General and Development Reserve Fund

The General and Development Reserve Fund ("GDRF")
represents the balance of recurrent grants from the UGC
which is allowed to be carried forward from one funding
period to another. The balance of the GDRF at the end of
a funding period (usually a triennium) that can be carried
over to the next funding period should not exceed 20% of
the University's approved Recurrent Grants, other than the
Earmarked Grants for Specific Purposes, for that funding
period. Such balance may only be used for supporting
UGC-approved activities of the University. The fund

balance with movements is listed in Note 9.1.

= VELI T EES L]
Movements of General and Development Reserve Fund
A
Consolidated |
(AT oTRT)
(Expressed in thousands of Hong Kong dollars )
2015 %7 A 1 H&EER Balance as at 1 July 2015 282,665
LR 1 A T g R Transfer from Statement of Comprehensive Income 78,862
B EER () Inter-Fund Transfer (Note) 14,561
2016 45 6 H 30 H#&:fR Balance as at 30 June 2016 376,088
2014 47 B 1 H&:fR Balance as at 1 July 2014 200,572
LR 1 A T 05 R Transfer from Statement of Comprehensive Income 69,949
B4 RE LR ( BREEE ) Inter-Fund Transfer (Note) 12,144
2015 45 6 H 30 H#:R Balance as at 30 June 2015 282,665
KE
University |
(LAVB¥ET TRt
(Expressed in thousands of Hong Kong dollars )
2015 %7 A 1 A& Balance as at 1 July 2015 281,832
W E AT R R Transfer from Statement of Comprehensive Income 79,079
R G A ERIR (M) Inter-Fund Transfer (Note) 14,561
2016 4E 6 A 30 H 4565 Balance as at 30 June 2016 375,472
2014 47 B 1 H&:R Balance as at 1 July 2014 200,544
LR 1 A T R Transfer from Statement of Comprehensive Income 69,144
B M H R (FHEE) Inter-Fund Transfer (Note) 12,144
2015 4 6 A 30 H 456k Balance as at 30 June 2015 281,832
Wit :
Note:

G TR G 1 ()8 LR S PTA2 CERO IR - HLZES o — A R B A e ~ ARG R ) R M A T o

Inter-Fund Transfer includes value of services provided by one cost centre to another, which was funded by General and Development Reserve Fund, different Restricted and/

or Other Funds.
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10.1

ke
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ZHE R A& A H RSN R
BEEE 10.1  FEG RO A5 6% R A2 B RE 51 it f
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MBI ) o KEMRRIBIEE 2 B
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10. Restricted Funds

Restricted Funds are designated for specific purposes and
classified separately according to their natures and uses as
described in Note 10.1. The relevant fund balances with

movements are listed in Note 10.2.

10.1 Restricted Funds are classified under the

following items:

Endowment Fund is mainly donations on which the University
would, according to the wishes of the donors or for strategic
reasons, keep the principal intact and only use income
generated from the fund to support University activities of

designated purposes.

Self-financed Activities have accumulated surplus to be used
on the related self-financed activities generating such surplus.
They are therefore all designated for specific purposes and

are rarely used to finance other activities of the Group.

Operation Reserves are provisions for planned expenditure
of certain self-financed activities with a specific nature e.g.

building repair and maintenance reserve for the hostel.

Scholarships, Prizes & Bursaries and Loan Funds are used to
award students according to the established principles of the

University.

Unspent Balance for Research represents the total remaining
balances of funds designated for different research projects

supported by non-government subventions.

University Capital Works Fund represents the unspent balance
of all capital projects funded by non-government fund plus an
amount equivalent to the net book values of those buildings

financed by such funding.

Donations and Others are funds other than those stated

above and are to be used for certain designated purposes.

Exchange Reserve is the exchange difference arising from
the translation of the results of operations and assets and
liabilities of entities outside Hong Kong into Hong Kong

dollars.
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11.

11.1

Other Funds

Other Funds are funds other than Restricted Funds. They are
used to support the University's general activities without
designated purposes and are generally grouped into the
items as described in Note 11.1. The relevant fund balances

with movements are listed in Note 11.2.

Other Funds are classified under the following
items:

Unspent Balance of Matching Grants represents the total
remaining balances of funds from various rounds of the
Matching Grant Schemes. According to the prevailing rules
and regulations promulgated by the UGC, the balance
can be carried forward without time limit for supporting

UGC-approved activities of the University.

Endowment Fund is mainly donations without designated
purposes on which the University would keep the principal
intact and only use the income generated from the fund to

support University's activities in general purposes.

Self-financed Activities have accumulated surplus to be
used on self-financing activities. They are not designated for
specific purposes and are used to finance the Group's and

the University's activities in general.

Donations and Others are funds other than those stated

above and are to be used without designated purposes.



62

SpUN JBYIO) 10/PUB PIIDLISY JUSIBHIP PUN SAISS9Y Jusdo|eAS(] pue [Biausn) AG papunj Sem ydiym “Iayjoue 0 .1juad 150 aUO AG PapIAO.Id S9IINISS JO SNfeA SaPNIUl Ijsuel] pund-ioju|

o F)ELTEMH Y/ B GH I 5 T 2 20 2 — H T < SRl G B b 5 T Lo bl [ B 2 0 S G T B

9JON
e
we'oTL’L 605°0L 619009 S1LE06T 66£'6LT GLOT dun( Qg je se duefeg W H 06 H 9 35 SL0T
80¢'C €8/'L SoL‘E (085°9) @ (9ION) J3Jsue. | pund-su| (CFEI ) e B EY & 5
£60'L - £60'2 - = Ateipisgns e u1 1s918)u1 JO [esOdsip uo Suistie ulen) WXk 2 H L T EY [ 37 B [ 34 5 T
(159'52) W1’y £75'6 L1y (L¥b'1€) BWODU| DAISUBYRALIOY) JO JUBLUDIEIS LU / (03) Jaysue.] XU E /(L) bk
880'/€1’L 0¥6'9 0638089 811'86C 0¥8'0S¢T ¥10¢ Anf | e se aduejeg W | | L4 ¥10C
€/8°766 0sz’slL 656875 00t'2LT TA YA 91.0T dun( g Je se duefeg W H 0E H 995910
(S€0'%1) v12'9 (858'%1) (168°S) S (9ION) J3ysue. | pund-su| (CEEI ) e B EY &5
(re6'cLL) (€£6'¢) (908°99) (¥z0'2) (LEL'9) SLIODU| SAISUBYRAWOD) JO JUSLUDJEIS O} JaJsue. | F YN L L
we'oTL’L 60501 619°009 SLE06T 66£'61C G1OZ Anf | e se souefeg W | | L4y 10T
(sxefjop Suoy| BuoH Jo spuesnoyy ul passaidxq )
(HLH)
_SO._. m‘_mﬁo SANIAIDY _uc3n_ Sjueln)
pue padueul}-jas  JusSWMOpL] Suyorey
suolnjeuo( h_o wucm_mm_
wadsun
i WHWEE  ENEH THUEZ BB
YRy SIAWIEMN
pareprjosuo))
24 spun4 18y} JO SJUSWSAON

ERIFWHCTLI



SpUNy J8YI0) 10/PUR PIJOLISIY JUSIBHIP PUN SAISSSY JUSLUCOPAS( PUB [2IBUST) AG PIPUN SEM YDIYM “ISYIOUR O] S1USD ]SO SUO AG PIPINO.IT SIJINISS JO SNJEA SSPNJUI JSJSURL| PUN-Idiu)

o fJESTETH N/ B (A~ T Y3l 35 0 T — T < S G370 bl S ) (o ol 2 4 2 15 08 i T B 5

S9ION
L)
1S8°9LL L 60501 99¢'£6S SLE06T 199'8LT SL0Z dun( Qg Je se duefeg W H 0¢ H 9 3y S10T
90€'T €8/'/ qoL's (085'9) - (910N) Joysue. | puny-1apy| (TEH) M B VT
(FLL'91) w1z'y) 708’61 L1y (6£1'2€) BLUODU| SAISUBLRIAWIOD) JO JUSLLBIEIS WO} / (03) Joysues] XU E /(&) bk
£S9'0€1°L 0r6'9 65¥'/S 81+'86C 0r8'05¢ 102 Anf | e se aduefeg W | LAy PL0T
$ST'L66 66£'€1 8/1'8TS 00t'2LT LLT'TLL 910 dun( Qg je se duefeg HWEH 0€ | 9 3 910C
(Se0'rl) v1/'9 (858'71) (168'9) = (9I0N) Joysuel] pund-1oy| (R ) il B BT
(T9s'LLL) (¥z8'e) (0£€'%9) (¥20'2) (¥8¢'9t) BLUODU] BAISUBYRICLLOD) JO JUBLLBIEIS O} Jajsued] YU T
LS89 L 60S0L 99¢'/6S G1£06C 199'81C G1OZ AInf | Je se souefeg W | L4y S10C
( szefjop Buoy| 8uoH Jo spuesnoyy ur passaidxg )
(L)
[eo SIBYIO SOIAIDY puny sein)
pue padueUl-JBS  USWMOpPU] Suiyorey
suoneuo(] JO 2duefeg
wadsun
i WHW S  EREH THREHT WY
S HERY S EN
AisioArun
=Y

(P4UOD) spun4 18YLO JO SJUBWSAON
(%) GRTFWNN I



64

[ § JO JUNOWE [PUILIOU B J© PaP.I0dI S ANSISAILL) 3Y) AG 28esn 1oJ JUSWILLIBAOD) ) Aq pajuels pugl pjoyasea]
o AL B HE L 1T T H A G %Y 3
JONIBLL DY) U S|GEJIEA UOBLLIOJUI DIEP-0)-aln JSOUW U} UO Paseq AUSIOAILN) dy) Aq pajewusd sem yoIym (Lol Z€ § :5107) YOI Z0't$ Sem 9L0Z dunf (g Je se saiuadold JuaL)saAul JO dnen Jrej ay|
o KA N A WA Z T B PR e Y < (LLEER - AS100) AR08 7)) UNT LUK A < HOEH 947910054 (1)
DION

bys285°C 6vv£85C LY0'L6 4 I €16'701 906129 v8T'vL Ses‘eL9’L S6
817'076'C S€0'076'C 059'sL€ SYS'85Y 0LO'0¥€ LTr'04L - 60%'5€0°L €8l
§79'00C 079'00C 797’9t L¥T'6C 78’6l €86'7S - zeeoL q
(€98'L2) (€98'L2) - (¢S50 (LLe) - - - -
166'CCT 986'CCC 79’9 LL0LS AN €865 - €85°0L S
(€8p) (€8p) - (¥co) ) - - (150) -
€/5%61L'C S6E'6LLT 88€'68C v0€'6Ch 881°0¢¢€ 8EY'SL/ - ££0'996 8/l
79/'£09'S v8Y'L05'S £69'TLy 687'9€S €T6'THY LTE'TE'L V8T vL 96'879'C 8/t
876'TLT 8r6'TLT TLs'9z 19L6€ 8891 LLS‘e0L (08£¢9) 950'L6 -
(850'C2) (850'C2) - (659'LT) (66€) - - - -
- - - - €5/ 619’65 (£9€'6L1) §66'LS -
656'£ET 656'£EC TLs'ac G519 9rLSl 768'cy /856§ LrE'SE -
(€56'0) (€56'0) - (959) (1) - - (98¢°7) -
718'767'S 9¢S'76T'S 681°98¢ 8L L6V SEV'9TY 918'887'L #90'8€1 806'£55C 8L
(1 ®10N)
()

[ero1 [e01-ong SUOND3||0D) uswdinby SaIN)X14 juawdinb3 ssa130.d s3uipjing sanJado.d

wowdinbjpue | Aseqr 3 24njuIn4 R SWRJSAS Ul UoIPNISUO)  pue JUSWISDAUY|

sanedold oyO 20IAIRS Suip|ing pue
2 SOHR | BN W E¥uHE WRWEY  ®IEN EWAWF | KREH

WHKERH | H=HE e sy ]

pareprjosuon)
L&

910 3unf 0€ IV

anjeA )oog JaN

910 aunf 0¢ IV

s[esodsi( Uo 3oeq USNLIAA
1eak ayy Joy 98reyD)
syuswisnfpe a3ueyoxj
1eak sy Suung

SLOzZ AInf 1 v

uoneIaIds(] pareNWNdy

H o€ K 9d7910C

@

By

H 0€ H 944y 910C

CEE 3
LRS!
EHAyy

H LK £y SL0

910 dunf Of IV H 0€ H 95 910C
sfesodsiq Hi
sgsuel| 13
suonippy 1 e
syuawsnipe aSueyoxg WU
IeaA sy Suung Hd
sLoz Ainf L v HLlH /46100

150D Rl

( ssejjop Buoy SuoH Jo spuesnoy ur passa.dx] )

(0L

91-910T 1°C1

juswdinb3g pup saipadold 19yl ‘saipadold juswiisaau|

HENHEGWE - EGRH T



‘e et ‘e et y ‘ y ' , ol S10Z dun( o€ IV H0€ H 9y S10C
LbT'SLS°T |87 VA4 £6£°96 28,9 LbT'90L 8.€°¢€LS $90°8¢€1 1€8°T6S°L 001 anfeA 5004 19N B
€/8'61/L'C S6E'61LL'T 88¢'68¢7 Y0€'6Ct 881°07¢ 8EY'SL/ - ££0'996 8/l G10Z aun( Og IV H 0€ H 94y S10C
€85°161 115161 719'st 9T¥'ST 07591 6€L'7S - 098'69 9
(9££12) (9££12) - (Lzv'6L) (S06'1) - - - - S[esodsi U peq USRI [a] B 3
§96'CLT 656'CLT 7l9'se 0067 S8l 6EL'YS - €98'69 9 1eaA 3y} 1oy a3.eyD) et
(9) (9) g (€) g : . (€) - sjuaunsn(pe a5ueLRX] WEUH

1eak sy Suung by
066£7S'T 818'/7S'T 9//'€9T 8/8'€0r 8%9'€0¢ 667199 - /17568 (74} 10z AInf 1 3V HLHZA110C
uoneIaIds(] pareNWNdy Al
¥18'76'S 9€5'Y67'S G81°98¢ TS %4 Sev'9cy 918'897'L #90'8€L 806'/55'T 8/C G10z aunf 0g Y H 0€ {9 SL0T
056861 056861 £80'9C 91Tt 98’8l £T6'T6 9¢6'61 89181 -
(§££'10) (§££'10) = (66£'61) (8v6'L) = = (82) - sfesodsiq B
- - - - wl'y ShT'6r (L05'89) vEL'sL - sijsuel] ik
199'02¢ 199'0z¢ £80'9C €0S'Ty 72991 789'cy L£788 oLe'e - suonippy il
¥9 ¥9 - dl - - - S - sjuawisnipe a8ueydxy WU
IeaA sy Suung Hd
798'560'S 985'560'S 871'09¢ Uv'vLy 685207 688'S61°L 8CL'8LL 0F'6£5C 8/C ¥10C AInf 1 v HLH L4 vl0C
150D 2%
( ssejjop Buoy SuoH Jo spuesnoy ur passa.dx] )
(0L
[ero1 [e01-ong SUOND3||0D) uswdinby SaIN)X14 juawdinb3 ssa130.d s3uipjing sanJado.d
wowdinbjpue | Aseqr 3 24njuIn4 R SWRJSAS Ul UoIPNISUO)  pue JUSWISDAUY|
sauadold PO 201AI9S Bulp|ing pueq
i1 SOHR | BN W ERNEY BRWEY  wWIHEY LA WT | FEEH
WEpmE | B T =E SL-¥L0T 171
Ppareprjosuon)
R (p4uod) uswdinb3 pup saiuadold 1Ioyi0 ‘saiuadold JuswiisaAu|
() B XGWY - XGUE T
W~



66

*| § JO Junowe [euILIOU B 1B Pap.I0ai S| ANsioAlun) 8y Aq a8esn oy JustuuieAon) ay Aq pajueis puey pjoyasea]
o Wle L LR 1A H A B (©

‘JoyIBLW B} Ul S|GEBJIPAR UOHBULIOJUI S]BP-0)-aN JSOW 8Y) U0 Paseq AUSIaAIr) ay) A pajewun)sa sem ydiym (Uoli &+ © §107) Vol Z0+§ sem 910z aunf Of 18 se saipado.ld JUaLwisaAul Jo anjeA Jiej oy
o WAL ) W 2 A T B s il o 7 Y < (ILEETEY © AS100) ALFT00 S EJH)UNT LHE A < HOE 94910034 (1)
DION

]
4 4 4 4 4 4 / / 4 7 4 @—‘QN @::— OM H< OM @ @—‘QN
CEL0SS'C LEO'0SS'C Lb0°L6 9CLLL vLv'LOL 906°LC9 8TV L 09C°¥8S°L 96 anjeA 3004 1N H ot H &@%Ew__
875'078'C §9€°078'C 059'sL€ YOV vSy 7£0'67C Ler'04L - 918'0€0°L €81 910z aunf 0¢ I H 0€ H 94y 910
891861 €91°861 797'9C S6C'8C 88161 €86'7S - G€L'69 S
(66£'10) (66£'10) - (€ss'10) (v - - - - sfesodsi uo oeq UaRLIM I 5L 3
£96'61C 796'61C 797’9 L¥8'6 SeL'6l €86'7S - G€L'69 S 1634 3y} 1oy 33 ey e
1eaA ay) Sung Hdr
08€'779'T 20T'TT9'T 88687 60L'9z¥ 98567 8EY'GLL - 189196 8/l L0z Anf L v H L H £y SL0T
uonesids parenWINIdY HlpE
089'0££'S 0r'0LE's £69'TLy 0£5'GTS 88F'05€ £T€'T6¢'L veT'vL 9/0'519°C 8/C 910z aun( Og IV H 0€ H 9= 9L0C
9WLELT 9L ELT TLs'9z 568'8¢ L9751 LLS'€0L (08£'€9) LYE€6 -
(¥66'LT) (v66'LT) - (699°10) (q€9) - - - - sfesodsi 23
- - - - €5/ 61969 (£9€'6L1) §66'£S - Siojsued] ek
0v/'s€T 0vL's€T TLs'9 755'09 6v8'€l z68'cy £85'6S 9vE'qE - suonippy I g
1eaA ay) dunnq Hdr
¥€6'951°G 959'951°G 681°98¢ G€9'98Y Lze'see 9188871 ¥90'8€1 Ge'1TS’T 8/¢ SLOZ AN L v HLH £ 510C
150D pa ]
(1 @10N) ('s1efjop Suoy| Suop Jo spuesnoyy ut passaidxg )
(L FH) (R348
[e10] [e10-qnS SUoII||0D) swdinby SaINIX14 awdinbg ssa4301d s3uip|ing sansadouy
wawdnbjpue | Arelqi 9 dInjuin4 % SWASAS ul uonPNASUO)  pue JUSLUISIAU]
sonpdold PYO 0IAIBS Suipjing pue]
12 L9 W B W EXWHE  WEWEY HIEN ERAWT | KA
WHKANH | H=E el s 4] 91-S10C 771
KisioAtun
#Y (p4uo?) juswdinbg pup seipadold 19yjO ‘seipadold juswiysaul

() BN XGWE - EGEH T



peS'peSc PSrreSc £6£'96 97509 $€9's01 8LE€LS 7908€1 ¥<0°095°L 001
08€'C79'T 707’779t 88€'687 60192 984'62C 8€Y'SLL - 189196 8/l
G88'881 6/8'881 719'sg $66'€C 7891 6£1YS - 1G€'89 9
(c00'L2) (c00'L2) - (LLp'6l) (Les) - - - -
/88'60C 188'60C zL9'se 99%'¢cY €Legl 6€L'7S - 15€'89 9
Sov'EEY'T €re'eer’c 9//'€9T 7L1T0y v08'TLT 66C199 - 0£€€68 74
¥€6'951°G 959'951°G 681°98¢ G€9'98Y Lze'see 9198871 ¥90'8€1 GeL'1TS’T 8/C
878'961 878'961 £50'9C 969'0C 89/81 £T6'T6 9¢6'61 '8l -
(€£€'1D) (€£€"10) - (66£'61) (r£8'1) - - - -
- - - - AR ST'6 (10589) yEL'GL -
L0z'81Le L0z'81Le £50'9C S0 0cz'9l 789'cy L6788 0LE’e -
9010967 8786567 871'09¢ 6£6'S9Y €Sr'9Le 688'G61°L 8r1gLl 162'€0S'C 8/¢
[e10] [e101-qnS SUOII9||0D) wswdinby SaINIX14 swdinby ssa4301d s3uip|ing sanJadouy
wawdinbypue | Aseiqr] Q9 dInjuin4 R SWRISAS ur uondnnsuo) - pue JUSW)SDAU]
sonpdold PYO 0IAIBS Suipjing pue]
A28 SOHE | WM W EXWHE  WRWEY WHIEN ERAWT | KA
WHKGWH | H=E (e
KisioAtun
wY

S10T 3unf o€ IV H 0€ K 9y S10¢C

anjeA ooy 19N HJ4EL
GL0Z aunf 0 I H 0€ H 94y L0
sfesodsi(] uo eq USNLIAA EEASE:S
1eaA ayy oy 981eyD) Hegg
1eah ay) Suung Hdr
710z AInf 1 v H L H £y 110T

uonesids parenWINIdY fAna -
GLOZ aun( O I H 0¢€ H 9y SL0T
sesodsig Hif
sigjsued| Bk
suonIppy 1if i
1eaA ay) Sung Hdry
10T AInf | HLHLApyl0T

150D Rl

( szefjop Suoy| BuoH Jo spuesnoy) ul passaidx] )

(£ )

SL-¥10C TC1

(p4uod) uswdinb3 pup saluadold 1Ioyi0 ‘saiuadold JuasuwiisaAu|

() BN KGWE - EUBH T



123 R0 AR B &

Fair Value Measurement of Properties

R E AR

Fair value hierarchy

TREFRLERBENEZ AAEE - ZAABEERGE A RQEHEETE  WRCEBMBREGERE 13 % ﬁ
[N AEEF R ERZ Z WA R EERA D - A REEF RN BT8R A5 J7 5 T 5 B 2 v B &

BT

The following table presents the fair value of the Group's investment properties measured at the end of the

reporting period on a recurring basis, categorised into the three-level fair value hierarchy as defined in HKFRS 13,

Fair value measurement. The level into which a fair value measurement is classified is determined with reference

to the observability and significance of the inputs used in the valuation technique as follows:

- B ARARE PR AR - BIARTR) R A AR E HE TS R AE CRERRE) SREHE A AEE
- Level 1 valuations: Fair value measured using only Level 1 inputs i.e. unadjusted quoted prices in active markets
for identical assets or liabilities at the measurement date.

- HITHAGE RS AR - BUREERT A — A BB > R RO R R AR R A A B -
AN SRR I TR AT T 85 R B o

- Level 2 valuations: Fair value measured using Level 2 inputs i.e. observable inputs which fail to meet Level 1,
and not using significant unobservable inputs. Unobservable inputs are inputs for which market data are not
available.

- CRERAE ¢ R E RS B R R A A

- Level 3 valuations: Fair value measured using significant unobservable inputs.

Foyey
Consolidated
2016
AR B DT AN
Fair value measurements categorised into
T AV Ui pi B
A T .
(Expressed in thousands of Hong Kong dollars ) Fair Value Level 1 Level 2 Level 3
A RMEEFRE  Recurring Fair Value Measurements
B Investment properties:
- - Filk - Residential - Hong Kong 4,020 - 4,020 .
2015
AR FR T AN
Fair value measurements categorised into
, KAEE HM B =5
(LA Toest ) .
(Expressed in thousands of Hong Kong dollars ) Fair Value Level 1 Level 2 Level 3
A RMEMEFTRE  Recurring Fair Value Measurements
BEW* Investment properties:
-fEE - Fis - Residential — Hong Kong 4,320 . 4,320 .

B2 2016 4F 6 1 30 FILAFEE » 25— S BLEE — 4 [N At o T 58 = A L N o DR AR R 1Y R IS 43
BRI RS RLAE T RR S o (B M A 2 D g o

During the year ended 30 June 2016, there were no transfers between Level 1 and Level 2, or transfers into or out
of Level 3. The Group's policy is to recognise transfers between levels of fair value hierarchy as at the end of the
reporting period in which they occur.

MR E G EN A REE > TG IR e RV BT 8 Bk 225 0T L iy 2600 B 0 -1 WU -
The fair value of investment properties located in Hong Kong is determined using market comparison approach by
reference to recent sales price of comparable properties on a price per square foot basis using market data which
is publicly available.




13. Rt BAE 2 & &
Investment in Subsidiaries

KE
University
(LW F-oest )
( Expressed) ?n thousands of Hong Kong dollars ) 2016 2015
J BT » ASUARE (M 16)
Unlisted shares, at cost (Note 16) 100 100

LUTR R A R E M A R RES © BROIAN2H > FTHe A 2 B39 A i i o Bbo 39 B I GE 1(d) P 2 10 52 45 Tl i ol

I AR TR B AR A IS IR A o

The following list contains the particulars of the University's subsidiaries. The class of shares held is ordinary unless
otherwise stated. All of these are controlled subsidiaries as defined under Note 1(d) and have been consolidated

into the Group's financial statements.

R S
Proportion of Ownership Interest
AEEA AT MBS KBTS KE WEAR TEEH
BTN EPRREL E¥E] E¥E)
Name of Company Particulars of University's Held Held Principal
Issued and  Effective by the by Activity
Paid-up Capital Interest University Subsidiary
(@) R B B R M ¢ o
Place of incorporation and operation : Hong Kong
. . % I 24t VA=
HKBU Holdings Limited 2/ 100% 100% . FEREA F
2 shares Holding Company
BRI R A R A 100,000 . . AT L ] RS
HKBU Science Consultancy 100,000 shares 100% 100% Scientific Research and

Company Limited*

1F R BT T A R A * 2%
Institute for the Advancement of 2 shares 100% - 100%

Chinese Medicine IACM) Limited*

HEBRAT R F > 21
Smartlife Limited* 2 shares 100% ) 100%
BUCM Limited* AR
Lim[iste d f; 100% - 100%
guarantee
7 v A A A R W) A R LR
Hong Kong Creative Arts Centre Limited by 100% 100%
Limited* guarantee
TR G KRR EAHRA A 2K
(W) 2 shares 50% 50%
Hong Kong Baptist University
Investment Limited* (Note)
RRPHIEE A R Al * 1k , ,
HKBU R&D Licensing Limited* 1 share 100% 100%

* o IR R
Not audited by KPMCG.

Consultancy Services

Hh B BT 5T I B g
Chinese Medicine Research
and Development

FHEYIE
Property Holding

LTS

Chinese Medicine Research

e R 88 A Al
Promotion and Development
of Creative Arts

Y N
Holding Company

R L R E 5
Intellectual Properties
Commercialisation and Trading




13. R B AR 2% & (4)

Investment in Subsidiaries (Cont'd)

R L5
Proportion of Ownership Interest
NCIE A BATRET KA AL RE AR TR
AT EPRRER A E¥E)
Name of Company Particulars of University's Held Held Principal
Issued and  Effective by the by Activity

Paid-up Capital Interest  University Subsidiary

(b) i B Ml + v A RIEANBY (FAR( Hh B )

Place of incorporation and operation : The People's Republic of China ("PRC")

TR REGYIPE b N , , Bl B oe

Institute for Research and N/A 100% 100% ) Training and Research
Continuing Education*

FREER (FY) HRAF 600 E70 , , s A5

BU Consultancy (Shenzhen) Limited* $6 million 100% ) 100% Consultancy Service

T REERBHCR AR M) 2,500 &5 ) ) TR o R 5

Changshu HKBU Technology $25 million 50% ) 100% Research and Consultancy
Company Limited*(Note) Service

Wit -

Note:

HE2015F6 30 H ILFIE - TR G K BRBERH RA AL 7)) 250%BHE A =05 « 5K - 1RIE AR 2520154 1 2 H 19800 RIH Wik ([T ) ) - KRB 24l
FHEHEHAZY - W H TR EPER E R LA o =07 WA 5% L R (AT 7 FI 2 (e e 2 T i 2 Rt A1) » IR AT RER% 2 Al (T fT i 98 2 4 16
TRIEFCAE

During the year ended 30 June 2015, 50% of the equity interest of Hong Kong Baptist University Investment Limited (the "Company”) was sold to a third party.
According to the Subscription & Shareholders' Agreement (the "Agreement") dated 2 January 2015, the University has a majority of the Company's board of
directors and is solely empowered to manage and operate the Company. The third party shall neither be entitled to any profit or assets (save and except for
interest in certain assets as defined in the Agreement) nor be liable for any loss or liabilities of the Company.

* o IR R
Not audited by KPMCG.



14. P& A6 2 i
Interest in an Associate

B K%
Consolidated University
AT A )
:éxpressedj?n thousands of Hong Kong dollars ) 2016 2015 2016 2015
JREAL & W HE Share of Net Assets 1,125 1,306 - .
WEEE1(e) AL E 2 ME— e A Rl BRI T
The following are particulars of the only associate as defined under Note 1(e):
R 2 3
Proportion of Ownership Interest
g A v 2 RS SR K BAT RBUAS KRR PTG KA TR
i BIEME; JEATE B A
Name of Associate Form of Place of Particulars of Group's Held Principal
Business Incorporation Issued and Effective by the Activity
Structure  and Operation  Paid Up Capital Interest University
HEARER O AT Ak AR BRI
AR
Hong Kong Organic Corporation Hong Kong Limited by 33.3% 33.3% Organic
Resource Centre guarantee Certification
Certification Limited Service
o A W) 1Y) A R
Summary financial information of the Associate:
B afg R g R R
Assets  Liabilities Equity  Revenues Deficit Total
(BUEEHET E3 ) Comprehensive
( Expressed in thousands of Hong Kong dollars ) Income
2016
100% 100% 3,410 (35) 3,375 8,564 (542) (542)
REFEEHL  Group's
I Effective Interest 1,137 (12) 1,125 2,855 (1871) (181)
2015
100% 100% 4,334 (417) 3917 7,681 (283) (283)
B )
KEEMIT - Groups 1,445 (139) 1,306 2,560 (94) (94)

H L Effective Interest

Wit O T T e i 0 R B 2 A B IR AR o AL B R A R o

The associate is accounted for using the equity method in the Group's consolidated financial statements and
considered to be not individually material.




15. 76 2 HHE 2 1 i

Interests in Joint Ventures

e KE
Consolidated University
(AR T et
( Expresse(ﬁllfn thousands of Hong Kong dollars ) 2016 2015 2016 2015
FEETBA > BAE Unlisted Shares, at cost - - 146,042 146,042
JEA 2 ¥ e Share of Net Assets 198,338 205,405 - -
WHEE1e) WA EZ G B BMERINT -
The following are particulars of the joint ventures as defined under Note 1(e):
R L5
Proportion of Ownership Interest
BEHNEA FEA R B Beh RS RELEH RE TR
BEME JRAFE B A
Name of Joint Ventures Place of Particulars of Group's Held Principal
Incorporation Issued and Effective by the Activity
and Operation  Paid Up Capital Interest University
R O RA ] il A IR LR B ST
Baptist Chinese Medicine Hong Kong Limited by 50% 50% Chinese
Research Centre Limited guarantee Medicine
Research
AR REE - T i R Hh el N PRl 5
Wiy B B2 e (WAL ) 1548 LG
Beijing Normal University-Hong Kong The People's RMB 50% 50% Provision
Baptist University United Republic of 150 million of Higher
International College (Note) China Education

Wit
Note:

TR - Z il G A B B2 B (RS [ 4 BB AR BE ] ) - Hy AL ATREACSE (BTRE [ALHIA ) ) FI 5 G K A2 (RTRR [ AR ) B TERIME « BRI LI & B2 BE 1y & M
A B (5 B BIR LA ) AEHTA A2 G A1 IR S5 B 9 (O P AG o i 132 G BRI TA L RE T I AR 1Sl - KSR HEIG BB SR BE RO BB (0 1 B 1
W2 Ha - AEB A R BT SR B R (E LIRS Bt iR AN o B P57 RO BT A PN RIERIBGE AL - GEMER TS 1.5 AR - A2

BRI FHE o KB LRk 12004931 9 H AL =414 131 it 2 M R B2 B 42 0 s 19 A < =

Beijing Normal University - Hong Kong Baptist University United International College ("UIC") was co-founded by the Beijing Normal University ("BNU") and Hong Kong
Baptist University ("HKBU"). According to the Collaborative Agreement on the establishment of UIC, its governing board (which is the governing body of UIC) would have
equal number of representatives from BNU and HKBU. As neither HKBU nor BNU has the ability to control the governing board of UIC, the University has theretore accounted
for its investment in UIC as a joint venture using the equity accounting method for the whole of UIC's results of operation and net assets. UIC is incorporated in The People's
Republic of China and is a Private Non-Corporate Entity with a registered capital of RMB 150 million. Its principal activity is provision of higher education. The University has

committed to provide financial resources to support the operation of UIC for a period of 30 years from 9 March 2004.

72



15. REERBZER ()
Interests in Joint Ventures (Cont'd)

BTN MBS BRI — ORI T T P e

Summary Financial Information of Joint Ventures — Group's Effective Interest:

(LAt oTit )

( ExpressedTiEn thousands of Hong Kong dollars ) 2016 2015

FEE Non-Current Assets 232,732 212,007

B G Current Assets 302,265 315,024

B A Current Liabilities (336,659) (321,626)
B FE Net Assets 198,338 205,405

A Income 442,620 399,129

i Expenditure (436,467) (391,297)
AR B B Profit for the Year 6,153 7,832

A T i AR Total Comprehensive Income 6,153 7,832

B R o R R G 2 A I R T AR SIS TR R R

The joint ventures are accounted for using the equity method in the Group's consolidated financial statements and

considered to be not individually material.




16. #%%&

Investments
Fay K&
Consolidated University
(LT AT )
( Expressecijl;n thousands of Hong Kong dollars ) 2016 2015 2016 2015
16.1 B R E Non-current Investments
FeA M A 2 55 Held-to-maturity Debt Securities
(HESSMRIRASE ) (H3E)  (at amortised cost) (Note) 105,810 47,577 105,810 47,575
PHEARZBE Investments in Subsidiaries i ) 100 100
(A ) (BEE 13) (at cost) (Note 13)
BTIBAR 2SR Loans to Subsidiaries i i 3832 3832
(RATE ) (BEE 29(d)) (at cost) (Note 29(d)) ’ '
B E &5 Total Non-current Investments 105,810 47,577 109,742 51,507
16.2 WBZE Current Investments
R 23 H 2 5 Held-to-maturity Debt Securities i 6.246 _ 6.246
(BESHIZ A ) (MFRE)  (atamortised cost) (Note) , '
M EEES (ARMEE)  Trading Securities (at fair value)
i Debt Securities 1,077,603 1,121,343 1,077,603 1,121,343
il Equity Securities 1,329,539 1,420,980 1,329,539 1,420,980
BEHESE Investment Funds 437,597 685,856 437,597 685,856
s 1 e o )
HAHRARAETE Financial Instruments with
ZaRTE Embedded Derivatives s 7,280 L 187,338
2,937,792 3,415,517 2,937,792 3,415,517
mERE &5 Total Current Investments 2,937,792 3,421,763 2,937,792 3,421,763
e gkl Total Investments 3,043,602 3,469,340 3,047,534 3,473,270
Mt -
Note:
FHA BRI H 2 (AT
Total Fair Value of Held-to-maturity Debt Securities 106,830 55,685 106,830 55,683
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Interest in Investment Funds

REGA RGN T GBI HE L SREL o B GRS B KR 5 KRR ECEA « 8 S 4 h 0
ERBPTE L o

The University holds interest in investment funds investing in the following asset classes. The purpose of these
investment funds is to generate investment income for the University. These investment funds are managed by
professional fund managers.

TRIMKREB R GRS AR - BORRERER AR A 2 SR EERIREE -
The table below sets out interest held by the Group in investment funds. The maximum exposure to loss is the
carrying amount of the financial assets held:

2016 %F6 A 30 H
30 June 2016

PG EAHEA PrivEHEE%HE A E Ao R EE
it A2 T Y 5

4% R 1A

Investment fund classes Number of ~ Total Net Assets Carrying Amount
Investee Funds included in investments

at Fair Value through

(AT et ) Statement of

( Expressed in thousands of Hong Kong dollars ) Comprehensive Income
S RUIE S Hedge Funds 2 79,780,290 254,526
EHIEREELHLSE  Real Estate Investment Trust Funds 1 8,579,644 181,507
Baptist Foundation Funds Baptist Foundation Funds 2 9,549,952 1,564
Fob g Total 437,597
201546 H 30 H

30 June 2015

B A K - PrivEHE8H A LA
HAR TR %

4% R 1A

Investment fund classes Number of ~ Total Net Assets Carrying Amount
Investee Funds included in investments

at Fair Value through

(AT 523t ) Stgtement of
( Expressed in thousands of Hong Kong dollars ) Comprehenswe Income
£ pUIE S Hedge Funds 3 100,220,941 504,882
FiEREEHE4SE  Real Estate Investment Trust Funds 1 9,061,052 179,288
Baptist Foundation Funds Baptist Foundation Funds 2 9,989,477 1,686
Fok g Total 685,856

R BER R MBI E o REAHTEN - 2B a8 BT B85 SR A DL B AR T4 o
All the above investment funds are passive investments only. The University has no control of, influence on or
financial support to any of these funds.

0T (R P A R (i B EL L (A A 1 -

The total net asset valuations are the best estimations obtained from various fund managers.

KB B T B B R R [0 A B 4 -

The Group can redeem units in the above investment funds upon request.



17.

18.

19.

y N 17. Inventories

TE 8 A 1 e e B N ) Wl Rt B Y Inventories are Chinese medicine, health products and
ERaE A L RO R related books held for sale by subsidiaries of the Group.

JEWCHR 7 ~ AT IR K # 2
Accounts Receivable, Prepayments and Deposits

e K&
Consolidated University

(LABHT TR )
( Expressedﬂi:n thousands of Hong Kong dollars ) 2016 2015 2016 2015
TSR X Accounts Receivable 176,061 114,005 206,885 143,065
TR Prepayments 22,015 14,824 32,278 14,403
KB HEAKEMIES  Utlity and Other Deposits 7,339 7,359 6,602 6,962

205,415 136,188 245,765 164,430
Wit -
Note:

KA1 2 YR K377 B3 08 T AT T —AF AP o K 092 B ATIR3K PT AL — A I R 25 T o AR Ak (.2 ML SR S S (R A e AR Stk 2 A AT - E
IR (2 N ST A2 B R B4 R RAF (5 Bk 2 L (EE A A I - 1R AS s ERIEHING - MG BRI JEE A - H % BR300 75 T 2 80l - Ik
AR BIBR BRI (TR o BRI AR 5 R AT F AT 1F TP -

The majority of accounts receivable are without fixed terms of repayment and expected to be recovered within one year. The majority of prepayments will be recognised as
expenses within one year. Receivables that were neither past due nor impaired relate to a wide range of debtors for whom there was no recent history of default. Receivables
that were past due but not impaired relate to a number of independent debtors that have a good track record with the Group. Based on past experience, no impairment
allowance is considered necessary in respect of these balances as there has not been a significant change in credit quality and the balances are still considered fully recoverable.
The Group does not hold any collateral over these balances.

E 1 17 3 19. Term Deposits

20154 6 B 30 B > o £ E g — As at 30 June 2015, a short term deposit of $1.5 million
TE £ B 150 B o) 8 B 0515 AR IE was pledged by the Group to a bank to secure a letter of
W4T > SAERIEMBERTE 2015 4F credit. The deposit was subsequently released in October
10 A fRER © 2015.

20164 6 H 30 H » =IAIL 400 BT As at 30 June 2016, three term deposits amounted to
(2015 4E : 520 BT ) B E WA AT $4.0 million (2015: $5.2 million) were pledged to a bank
FARITVE B R BB B4 RS in lieu of the electricity deposits and letter of credit for the

UNIEESURTI Group.
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21.

Cash and Cash Equivalents

A N
Consolidated University

(LAt MsToTst)
( Expressedfn thousands of Hong Kong dollars ) 2016 2015 2016 2015
Bla JARTTHETF Cash on Hand and Balances with Banks 685,880 220,238 631,889 192,267
R Short-term Deposits 229,735 319,786 229,221 319,240

915,615 540,024 861,110 511,507
i E WA

Deferred Income

(LABEToest)

(Expressed in thousands of Hong Kong dollars )

Fety K
Consolidated University
2016 2015 2016 2015

R S T4 3k S R 3k Deferred Government Subventions

(BfgE 21.1) and Donations (Note 21.1)
PEIEEL Deferred Tuition Fees
HAEAE A Other Deferred Income

439,103 365,003

155,980 174,788

26,843 22,340

416,778 356,705

155,980 174,788

25,882 21,583

621,926 562,131

598,640 553,076
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22, fR B & A # f

Provision for Employee Benefits

BAa KE
Consolidated University
(AT oest )
( ExpressedTiEn thousands of Hong Kong dollars ) 2016 2015 2016 2015
Bk TE Salaries and Wages 3,457 3,721 3,457 3,665
JE G2 A K EAb 8] Leave and Other Benefits Accrual 156,453 149,471 156,391 149,439
A1 S B AL Gratuity Provisions and Others 100,791 94,328 100,657 94,062
260,701 247,520 260,505 247,166
HEAT Payable
1R BRI Within 1 year or on demand 155,478 150,738 155,345 150,384
WUERE 2N More than 1 year but less than 2 years 94,191 89,328 94,128 89,328
N 2EERE 5ER More than 2 years but less than 5 years 11,032 7,454 11,032 7,454
105,223 96,782 105,160 96,782
260,701 247,520 260,505 247,166

23. fi B3 fk 8 A

(a) € A8tk @ w8 (@)

s KB 1998 AR & B (RS
FAREE L) » Th—fi i KRR R E
WRB KSR - B 26.44% (2015 4F:
27.37%) MR 2R AR 5 2 B sH#) -
AEEUEEEA RO > L& EfFROR
—BE RS WERKE Y G Rk
HE2 0 - ARaRmH R A KRR
HRIEAE ST AME i s

BB IRET B RG> AT vE
BB R ERABARE B AT
A ZIERHRF > BR S HOR K A B B A 5
G Yt A B R B ROR B R B 2 B
RS TR A R AL B T LA AT
EYINSEE 948 N2 Y- e v HE IR

SUMRIEA B B B iR A ¥at | BA B
ZREARC &Ml fRE LA Bt
MEAEE R — e fFoR R est#l -

23. Employee Retirement Benefits

Defined benefit retirement scheme

The University makes contributions to a defined benefit
retirement scheme named the Hong Kong Baptist University
1998 Superannuation Fund ("the Fund"), which covers
26.44% (2015: 27.37%) of the University's full-time
employees. It is established under trust with its assets held
separately from those of the University. The Fund is funded
by contributions from the Fund members and the University

in accordance with a trust deed.

The Fund is classified as a defined benefit retirement
scheme under the Occupational Retirement Schemes
Ordinance. Nevertheless, all benefits payable under
the Fund, except for death and total & permanent
disability cases, are based on the accumulated balance of
contributions made by the employee and the University
for that employee during his/her membership with the
Fund. The additional liabilities arising from death and
total & permanent disability benefits, which are based
on final monthly salary of the relevant employee, are
fully covered by insurance arrangements. Therefore, in

substance, the Fund is a defined contribution scheme.

8o
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O3 4 0 SR — UM SRS B A R
2014 4F 6 H 30 H#EAT » It BLEERGSE
B — EH (F) ARAR A 2
TR BN AL RER » ZRAFRENA
B B AT 100% A KRB A B & 4
R EAE - AR Z R 2014 4
6 30 ARF3EMIN & hee g
R RARENES  ERUX
FFECRE A AT

FN > RECHEBSEMERN AR
TRl - REFEREZ AT
%5 7,400 ¥ 0 (2014-15 4E £ : 7,100
HI0)

5t 7€ 2R ok 2 5t B

K ER[A] IR R — T AR AE CR B A B &
wh B 51 ) B2 SR BT 3 A R AR
BMAOEA ST E L - BREES W
KB () 7 A FR IR 4 S 0 8 B Tk
VAN R T S PN
e PR KB 5B o 7EMCIRRE Bt B
DR ENE R or oy Ei il
AT 5% 3k MR H FHE MR
FB A bR E Y 3 80 o R E kK
ZHERR B R AR SRR ST B R A T A
B o AR R B ) B B R BIAE 2 i
KA Sy 3,260 & JC (2014-15 4 & -
3,060 #7T) °

(b)

The latest independent actuarial valuation of the Fund was
done at 30 June 2014 by Mercer (Hong Kong) Limited,
a professional consulting actuary. The actuarial valuation
indicated that the University's obligations under the Fund
were 100% covered by the Fund assets held by the
trustees. The Fund assets would continue to be sufficient
to meet the Fund's obligations throughout the period of
3 years from 30 June 2014 providing that the contribution

to the Fund is made in accordance with the trust deed.

During the year, contributions to the Fund have been made
according to the recommendation made by the actuary.
Contributions paid by the University to the Fund for the
year amounted to $74.0 million (2014-15: $71.0 million).

Defined contribution retirement scheme

The University also operates one Mandatory Provident
Fund Scheme ("the MPF scheme") as required under
the Mandatory Provident Fund Schemes Ordinance for
employees not covered by the defined benefit retirement
scheme. The MPF scheme is a defined contribution
scheme administered by independent trustees. Under the
MPF scheme, the employer and its employees are each
required to make contributions to the scheme at 5% of the
employees' relevant income, subject to a cap of monthly
relevant income of $30,000. Contributions to the scheme
vest immediately. Contributions paid by the University to
the MPF scheme for the year amounted to $32.6 million

(2014-15: $30.6 million).
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Accounts Payable and Accruals

e K&
Consolidated University

(AT TRt
( Expressedﬂi:n thousands of Hong Kong dollars ) 2016 2015 2016 2015
JEAHIEZK R EFTIEE  Accounts Payable and Accruals 331,058 126,744 328,155 123,626
HoAth FE AR ¢ Sundry Creditors 58,402 40,533 57,650 40,451
TR Sundry Deposits 16,476 15,491 14,216 13,291
JREAHRAE & J B 7 598 Amounts due to Partners on Joint Courses 15,273 18,855 15,273 18,855
MM el TR (R4 Retention Monies Payable 16,065 14,110 16,065 14,110
HE AR UGC Holding Account 150,447 149,001 150,447 149,001

587,721 364,734 581,806 359,334
Wit
Note:

A A O HE IR SCHERY A 1 —4F A1 =

The majority of accounts payable are expected to be settled within one year.
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25.1

Loans

RELEE 2 BFGHR T -

Details of the Group's loans are as follows:

B & 3
Government Loans

BAERKE
Consolidated and University
(AW T Tt )
( Expressedjicn thousands of Hong Kong dollars ) 2016 2015
JE At Payable
P 1ER Within 1 year 15,964 15,964
AR 2N After 1 year but within 2 years 15,964 15,964
R 3 2 5 ER After 2 years but within 5 years 47,893 47,893
5% After 5 years 95,787 111,752
159,644 175,609
175,608 191,573
Mt
Note:

BRI TR BT R (BT ) )R 1 9] — IR R A LA PA A -

The Government of the Hong Kong Special Administrative Region ( "the Government ") provided one long-term loan to the University as follows:

ERTEY 17 IS — BB PR (A8 12 (TR NI R .2 3. 600BTC 13 - 2016476 /1 30 H SEB 2 IEIG 1 R I 28 - RATERIRITIFIE 070 (20159 ¢ 07C) © S BEHFE
H120084F 275 109 T HIH#EE - C 7 200945 /7 FEFFEURF AL A AE AL R 109F - AR FE S AR AIATHI 20 104F 2T HE 71 184F T I HAE © AT 19 51 B R 2017 5F 2T MARFF 15 - G0
i KB RFEE R JTHIF I I LU BT B A AR FI5 5 (T FLEAZBORT » 1R20164E6 /1 30H > BHAT AR 1.756(57C (20154 © 1.91647C) »

A loan of $360.0 million for the construction of a campus in Shek Mun offtering associate degree programmes was secured by the properties on the campus with a net book value after
deprecation of $Nil as at 30 June 2016 (2015: $Nil). The loan which was repayable in ten equal annual installments from February 2008 had been extended for another 10 years in May
2009. Pursuant to the extension, the outstanding loan balance is repayable in 18 equal annual installments from February 2010. The loan remains interest-free up to February 2017, after
which, the outstanding loan balance will attract an interest charge payable to the Government annually in arrear, at an interest rate equivalent to the cost of fundling to the Government.
As at 30 June 2016, the outstanding loan balance amounted to $175.6 million (2015: $191.6 million).



252 IOBAKEX
Bank Loans and Overdraft

AR KB
Consolidated and University
(LTt )
( Expressedjli:n thousands of Hong Kong dollars ) 2016 2015
JEEAt Payable
TR Within 1 year 8,160 7,993
5 2 R After 1 year but within 2 years 8,329 8,160
EE 3 B 5 EN After 2 years but within 5 years 20,870 22,200
JA 5 & After 5 years 10,223 17,222
39,422 47,582
47,582 55,575
Wit
Note:

(1) F20165F6 H30H » KLU M R EFIE I HEHT AT > %5 B AENIIRET(E 7 1.55568C (20159 + 1.606157C) °

@

3)

As at 30 June 2016, the bank loans were secured by mortgages over the University's land and building with an aggregate carrying value of $155.5 million (2015: $160.6 million).

TN FIF o IHIR T EIEFIF > 75 BRI T(B ) IR rl i TC R AR IR0 3.15% % 3.2125 % (2014- 15518 © RAHAEFIF; 3.15% F 3.2125%) » RAZHH
TTHIRA BT IR BRI 3.25 % (2014- 15 : iR BB RETFIF M, 3.25%) o 4 EMBETHEIFERFIF S 2.05% (2014-15FJE < 2.04%) ©

The interest rates on bank loans, which were also equal to the effective interest rates on bank loans, were in the range of Prime Rate of Fubon Bank (Hong Kong) Limited
("Prime Rate") minus 3.15% to 3.2125% (2014-15: Prime Rate minus 3.15% to 3.2125%) per annum and at the Hong Kong Dollar Best Lending Rate of Bank of
Communications ("Best Lending Rate") minus 3.25% (2014-15: Best Lending Rate minus 3.25%) per annum. The weighted average effective annual interest rate during the
year was 2.05% (2014-15: 2.04%).

HEE 201656130 H IFFE - KL NRITFIEL AL 110870 (2014-15%1F © 120870) «
During the year ended 30 June 2016, bank interest expense totalling $ 1.1 million (2014-15: $1.2 million) was incurred.
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27.

(@)

Financial Instruments

In the normal course of business, the Group is exposed to
credit, liquidity, interest rate, foreign currency and equity
price risks associated with financial instruments. These risks
are managed in accordance with the Group's guidelines
and policies, approved by the Finance Committee under the

Council, described as follows:

Credit risk

The Group's exposure to credit risk is primarily attributable

to its investments in debt securities and bank deposits.

The Group mitigates credit risk by investing primarily in
instruments issued by banks or corporations with a minimum
credit rating of "A" as assigned by at least two international
credit rating agencies and performing periodic monitoring
on their credit ratings. Debt securities held for trading,
mostly of investment grades, are managed by experienced
and approved professional investment managers who
manage the portfolios through a comprehensive monitoring

system.

In respect of bank deposits, internal policies have also been
set up to reduce risk involved, restricting deposits to be
placed with local and overseas financial institutions with
acceptable investment grade credit ratings so as to limit its
exposure to credit risk. The Group also limits total amount

deposited with each financial institution.

Credit risk associated with receivables is immaterial to the
Group and all doubtful amounts are adequately provided
for. The Group does not provide any other guarantees
which would expose the Group to credit risk, except for the
financial guarantee provided to a joint venture as disclosed

in Note 15.
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Contractual maturities of outstanding liabilities

(b) Liquidity risk

The Group has established a system to regularly monitor
current and expected cash demands to ensure it has
sufficient liquid funds to finance its ongoing working capital

requirements of both the short and the long terms.

TREI T REEEN SR A ERAT PRGBS AR - ZEEMAREU S ORERBERE (@ USHF R A
BUFCH > SR B A A AR FEAS 3 H 22 ) LSO B R R R 1A d 1 S 2 0

The following table details the remaining contractual maturities at the reporting date of the Group's financial liabilities,

which are based on contractual undiscounted cash flows (including interest payments computed using contractual rates

or, if floating, based on rates current at the reporting date) and the earliest date the Group can be required to pay:

Foey

Consolidated

(LA Toest )

(Expressed in thousands of Hong Kong dollars )

2016

BRRIEEL  RER RTER R 2K
B HER RN ES5FR O R5FK

R i (B At IR R R fi Fs i
Total Within More than More than
contractual 1 year 1yearbut 2 yearsbut
Carrying  undiscounted or on less than less than ~ More than
amount cash flow demand 2 years 5 years 5 years
BUFER Government Loans” 175,608 175,608 15,964 15,964 47,893 95,787
SRITEK Bank Loans 47,582 50,655 9,055 9,055 22,147 10,398
S Ed
WE%E%@ Accounts Payable 587,721 587,721 587,721 - : :
AR RSN
e .
E?Jgﬂ P“%Yn'sg?é‘yfé’é Benefits 260,701 260,701 155,478 94,191 11,032 -
IX
1,071,612 1,074,685 768,218 119,210 81,072 106,185
(LA M T TRt
( Expressedjli:n thousands of Hong Kong dollars ) 2015
BHIRB iy 1\@[73 AR it 2 AR
Bl & BER EpRRN E 5N J 5 AR
MR T HEt IRF AR HE fH HE
Total Within More than More than
contractual 1 year 1yearbut 2 yearsbut
Carrying  undiscounted oron less than less than ~ More than
amount cash flow demand 2 years 5 years 5 years
B Government Loans” 191,573 191,573 15,964 15,964 47,893 111,752
SRITHEEX Bank Loans 55,575 59,710 9,055 9,055 23918 17,682
SHHE
”?;yﬁ;ggﬁ Accounts Payable 364734 364734 364734 - . :
s I Z2S
o e .
1R EJ%}F J Pr%%?gyfgg Benefis 24750 24750 150738 89,326 7454 .
859,402 863,537 540,491 114,347 79,265 129,434

88
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Contractual maturities of outstanding liabilities (Cont'd)
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The following table details the remaining contractual maturities at the reporting date of the University's financial liabilities,

which are based on contractual undiscounted cash flows (including interest payments computed using contractual rates
or, if floating, based on rates current at the reporting date) and the earliest date the University can be required to pay:

KE
University
(AU HET TRt
( Expressedjli:n thousands of Hong Kong dollars ) 2016
BRRIB T 1A AR it 2R
BAmE  WEK  F26W ESER RSEK
MR (E At RV EiR R 1B
Total Within More than More than
contractual 1 year 1yearbut 2 years but
Carrying  undiscounted oron less than less than ~ More than
amount cash flow demand 2 years 5 years 5 years
B AL Government Loans” 175,608 175,608 15,964 15,964 47,893 95,787
AT Bank Loans 47,582 50,655 9,055 9,055 22,147 10,398

FEMIRE S Accounts Payable
JREFHE B and Accruals

A=El Provision for

581,806 581,806 581,806 - - -

s fis Employee Benefits 260,505 260,505 155,345 94,128 11,032 -
X
1,065,501 1,068,574 762,170 119,147 81,072 106,185
(AW T TRt
( Expressedﬂi:n thousands of Hong Kong dollars ) 2015
BRARIE R 1ER BUEE R 24K
BemE  WEK  F26W ESER RSEK
MR TE{E st IR Bz fh B2
Total Within More than More than
contractual 1 year 1yearbut 2 yearsbut
Carrying  undiscounted oron less than less than  More than
amount cash flow demand 2 years 5 years 5 years
B Government Loans” 191,573 191,573 15,964 15,964 47,893 111,752
SATEK Bank Loans 55,575 59,710 9,055 9,055 23,918 17,682

JEFTIEF K Accounts Payable
JE=HE B and Accruals
=gl Provision for
i) Employee Benefits

359,334 359,334 359,334 - - -

247,166 247,166 150,384 89,328 7,454 -

853,648 857,783 534,737 114,347 79,265 129,434

* EREDEAPIRERE M 25.1) XSG 1.756607C (20159 ¢ 1.916(70) HEME 2017424 - BEIHE - KBHLAFER FIIF AL FFLURE R BOR) B A0 FI %5
11 FIEBAEORT -
An outstanding government loan of $175.6 million (2015: $191.6 million) for the construction of a campus in Shek Mun (see Note 25.1) is interest-free up to February 2017, after which,
the outstandling loan balance will attract an interest charge payable to the Government annually in arrear, at an interest rate equivalent to the cost of funding to the Government.
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(d)

Interest rate risk

The Group has exposure to interest rate risk through the
impact of rate changes on interest-bearing financial assets
and borrowings. The Group manages the exposure of
interest bearing assets through diversifying its investments
into a variety of fixed and floating rate instruments with
various tenures. As for interest-bearing borrowings, its
exposure primarily relates to floating rate bank loans as

detailed in Note 25.2 on the financial statements.

Foreign currency risk

The Group has minimal exposure to foreign currency risk
as most of its business transactions, assets and liabilities are
principally denominated in Hong Kong dollar. Nevertheless,
the Group has cash and cash equivalents, held-to-maturity
debt securities and trading securities denominated in

various foreign currencies.

In respect of the currency risk of financial assets denominated
in US dollar, the Group considers that Hong Kong dollar is
currently pegged to US dollar under the linked exchange
rate system adopted by the Government and that it is not
necessary to actively hedge its exposure to US dollar. As
to assets denominated in other currencies, the Group's
appointed investment managers use forward foreign
exchange contracts to manage the foreign currency risk

exposure.
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The following table details as at the reporting date the Group's major exposure to currency risk arising from recognised
assets or liabilities denominated in a currency other than the Group's functional currency:

BAE
Consolidated
(LLTERt)
(Expremssed in thousands of dollars ) 2016
FE0 N ot o At g
United
States Australian Japanese British
Dollars ~ Renminbi Dollars Euro Yen Sterling
®& Investments 235,060 50,000 4,395 33,112 2,315,758 14,344
JREMR 2K ~ TR 2K Accounts Receivable,

Btis Prepayments and Deposits 7,456 11,296 101 2,008 1,004 131
EHEE S Bl4 Term Deposits,

T4 Cash and Cash Equivalents 77,436 32,363 1,029 920 8,891 1,018
JERHIE S RES A H Accounts Payable and Accruals (26,670) - (79) (2,077) - (40)
AN T 5 A Net exposre to currency risk 293,282 93,659 5,446 33,963 2,325,653 15,453
e[ e T HKD equivalent 2,275,342 109,709 31478 292,721 175,868 157,171
e 2% Exchange rate @ 7.7582 1.1714 5.7800 8.6188 0.0756 10.1709
(LLTEst)

(Exprejﬁssed in thousands of dollars ) 2015
FE0 INEL ot o At gk
United
States Australian Japanese British
Dollars  Renminbi Dollars Euro Yen Sterling
®g Investments 272,254 5,003 10918 40,578 2,414,731 10,196
FEWSIR 2 + FEATIRE £k Accounts Receivable,

& Prepayments and Deposits 712 2275 4 118 3,666 z
TS Bl4 Term Deposits,

AR 4 Cash and Cash Equivalents 8,469 219,137 1,021 641 41,751 768
JERTIR S fEZ1IEH Accounts Payable and Accruals (641) - (496) (202) (1,093) (10)
AN e AR Net exposure to currency risk 280,794 226,415 11,517 41,135 2,459,055 10,981
R HKD equivalent 2,176,890 282,635 68,615 355,339 155,795 133,888

A Exchange rate @ 7.7526 1.2483 5.9577 8.6384 0.0634 12.1927
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Exposure to foreign currency risk (Cont'd)
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The following table details as at the reporting date the University's major exposure to currency risk arising from

recognised assets or liabilities denominated in a currency other than the University's functional currency:

N
University
(BLTEst)
(Exprefsed in thousands of dollars ) 2016
FEIT N i o ik 70 H It £33
United
States Australian Japanese British
Dollars ~ Renminbi Dollars Euro Yen Sterling
g Investments 235,060 50,000 4,395 33,112 2,315,758 14,344
JEWOIE K ~ FEATIE K Accounts Receivable,

Ttk Prepayments and Deposits 7,456 11,29 101 2,008 1,004 131
EHFER - Bl4 Term Deposits,

TR 4 Cash and Cash Equivalents 77,436 31,933 1,029 920 8,891 1,018
JERTIRK X ERHEE  Accounts Payable and Accruals (26,670) - 79) (2,077) - (40)
AN g A Net exposure to currency risk 293,282 93,229 5,446 33,963 2,325,653 15,453
EAL N HKD equivalent 2,275,342 109,206 31478 292,721 175,868 157,171
i Exchange rate @ 7.7582 1.1714 5.7800 8.6188 0.0756 10.1709
(UTTER)

( ExpreTsEsed in thousands of dollars ) 2015
ESSTv ARHE L ST H ot g
United
States Australian Japanese British
Dollars ~ Renminbi Dollars Euro Yen Sterling
g Investments 272,254 5,003 10,918 40,578 2,414,731 10,196
FENIESR ~ TEATIRZC Accounts Receivable,

YEiEn Prepayments and Deposits 712 2275 4 118 3,666 2
EMEF - Bl& Term Deposits,

TR B4 Cash and Cash Equivalents 8,469 218,720 1,021 641 41,751 768
JERTER N BERHEH Accounts Payable and Accruals 641) - (496) (202) (1,093) (10)
SN R T AR Net exposure to currency risk 280,794 225,998 11,517 41,135 2,459,055 10,981
EAEN ST HKD equivalent 2,176,890 282,114 68,615 355,339 155,795 133,888
[EZR Exchange rate @ 7.7526 1.2483 5.9577 8.6384 0.0634 12.1927
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(e) Equity price risk

The Group is exposed to equity price changes arising
from its equity investments classified as trading securities
(excluding debt securities and financial instruments with
embedded derivatives). The equity price risk of these
investments are managed by qualified investment managers
using their in-house expert investment processes and market
research capabilities. The investment managers follow
the Group's investment guidelines in order to achieve
diversification of equity price risk among the investment
portfolios in different countries and industry segments.
The Group also monitors its risk exposure by carrying out
appropriate assessment on the investment strategies and

reviewing periodic reports from the investment managers.

As at 30 June 2016, the percentage of carrying amounts
of equity investments classified as trading securities
which are held by the Group (see Note 16.2) as analysed
by geographic markets in which the equity securities are

traded, are as follows:

e kokg
Consolidated and University

2016 2015
% %
FEE United States 46.2 39.3
el Europe 19.6 30.3
HA& Japan 6.3 6.7
Hh e R China and Hong Kong 6.1 49
TR Australia 1.4 1.4
FoAb b Others 20.4 17.4
a3 Total 100.0 100.0
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(f)

Fair value

Trading securities (excluding financial instruments with
embedded derivatives) are stated at quoted bid prices
at the reporting date. Dated securities, which are those
securities that the Group has the intention and ability to
hold to maturity, are measured at amortised cost less
impairment losses (see Note 16 for fair values of held-to-
maturity debt securities). The fair values of held-to-maturity
debt securities are estimated as the present values of future
cash flows, discounted at current market interest rates for
similar financial instruments. The fair values of financial
instruments with embedded derivatives are estimated on
a mark-to-market basis of the options embedded in the
securities plus the present value of the future guaranteed
cash flow that is discounted at current market interest
rate. The carrying amounts of short-term receivables and
payables are estimated to approximate their fair values due
to short-term maturities of these assets and liabilities. The
fair value of long-term bank loans approximates the carrying
amount because they bear interest at floating market interest
rates. The fair values of unlisted investments in subsidiaries,
an associate and joint ventures cannot be reliably estimated

because of a lack of open market for such investments.

Fair value measurement
Financial assets and liabilities measured at fair value

The following table presents the fair value of the Group's
and the University's financial instruments measured at the
end of the reporting period on a recurring basis, categorised
into the three-level fair value hierarchy as defined in
HKFRS 13, Fair value measurement. The level into which
a fair value measurement is classified is determined with
reference to the observability and significance of the inputs

used in the valuation technique as follows:

Level 1: Fair value measured using only Level 1 inputs i.e.
unadjusted quoted prices in active markets for identical

assets or liabilities at the measurement date.

Level 2: Fair value measured using Level 2 inputs i.e.
observable inputs which fail to meet Level 1, and not using
significant unobservable inputs. Unobservable inputs are

inputs for which market data are not available.
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Level 3: Fair value measured using significant unobservable

inputs.

Valuation of the Investment Funds at Level 3 of the fair
value hierarchy was provided by the investment managers.
A valuation report with analysis of changes in fair value
measurement is prepared by the investment managers at

each annual reporting date.

The following table presents the classification of the
financial instruments measured at fair value into the fair

value hierarchy of the Group and the University:

e kK
Consolidated and University
2016
A4 B — 4] Y Zl;ﬁ\%‘
T S S S S it
(Expressed in thousands of Hong Kong dollars ) Level 1 Level 2 Level 3 Total
MEMARBEMEGRE  Recurring Fair Value Measurements
REEE Investment Assets
MHE®R Trading Securities
& Debt Securities 109 1,077,494 - 1,077,603
= Equity Securities 1,329,539 - - 1,329,539
BEHESE Investment Funds 181,955 1,117 254,525 437,597
WHBWARMETE  Financial Instruments with
ZEMTH Embedded Derivatives 23,485 69,568 ) 93,053
W Total 1,535,088 1,148,179 254,525 2,937,792
2015
: . Bk g B At
(LAHTEa)
(Expressed in thousands of Hong Kong dollars ) Level 1 Level 2 Level 3 Total
BEWARMEMFE  Recurring Fair Value Measurements
BEHEE Investment Assets
WEE#S Trading Securities
&5 Debt Securities 1,117,175 4,168 - 1,121,343
J 5 Equity Securities 1,420,980 - - 1,420,980
BEREE Investment Funds 179,759 250,382 255,715 685,856
St 3 e .. .
WHERAXMETE  Financial Instruments with
ZEMTH Embedded Derivatives 24,353 162,985 ) 187,338
HEr Total 2,742,267 417,535 255,715 3,415,517
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The fair value of the securities under Level 2 is determined
by reference to the prices at the reporting date provided by
the investment managers or banks and have been translated
using the appropriate foreign currency rates at the end of

the reporting period.

The Level 3 financial assets of the Group and the University
are not traded in active markets. In the absence of an active
market, an investment's fair value is estimated on the most
reliable observable and unobservable inputs at the time
the valuation is determined, which includes the investee
funds' valuation, ongoing front office and operational due
diligence, qualitative and quantitative factors, performance
tracking and analysis, financial statement review, and
liquidity, etc. Fair value of the Investment Funds is sensitive

to changes in both observable and unobservable inputs.

The movements during the period in the balance of these

Level 3 fair value measurement are as follows:

e RKRE
Consolidated and University
(LA ¥EToTsT)
( Expressedﬂi:n thousands of Hong Kong dollars ) 2016
BB
Investment
Funds
201547 A 1 AZARMEE Fair value as at 1 July 2015 255,715
#hn Additions -
TEAEE H R 2T 4 % Net realised and unrealised losses
MR EEZ recognised in Statement of 741)
HHEAREB TR Comprehensive Income for assets
held at the end of the reporting date
ik Disposals (449)

2016 £ 6 A 30 BHZ /A AMEE

Fair value as at 30 June 2016 254,525




ERa KRB

Consolidated and University

(LA est)
( Expresse(i)l;n thousands of Hong Kong dollars ) 2015
REEE
Investment
Funds
201447 A 1 HZ A RMEE Fair value as at 1 July 2014 140,959
pryi] Additions 109,014
TS H R 2T i ae % Net realised and unrealised gains
TR R e 2 recognised in Statement of 6.026
=R E SRR Comprehensive Income for assets /
held at the end of the reporting date
& Disposals (284)
2015 % 6 A 30 HZ /AR fEE Fair value as at 30 June 2015 255,715

(i) FFLAA R EETIN 2 &M EE A

2 s fE

KRELEE LR &

B TR (A 2
B AR A SR R R A

than fair value

(i) Fair value of financial assets and liabilities carried at other

The carrying amounts of the Group's and the University's

financial instruments carried at amortised cost and their fair

T value and the level of fair value hierarchy are disclosed
below:
oty
Consolidated
20164F6 30 H 2 /A Ll fi &
A5 DT A
Fair value measurements as at
30 June 2016 categorised into
20164 20164 B—Et RS B 20155 20154
6H30H 6H30H 6H30H 6H30H
MREE A AEE WREE AAEE
Carrying  Fair value Level 1 Level 2 Level 3 Carrying  Fair value
amounts at amounts at
as at 30 June as at 30 June
S 30 June 2016 30 June 2015
(LABWToTat)
(Expressed?n thousands of Hong Kong dollars ) 2016 2015
FA 230 H 2 %
Held-to-maturity Debt Securities 105,810 106,830 - 106,830 - 53,823 55,685




K

University
20164F6 H30H 2 A A EEFE
Vi 1S 3|

Fair value measurements as at
30 June 2016 categorised into

2016 4 2016 4F B B B=# 20154 20154F
6H30H 6H30H 6H30H 6H30H
REE ASAEE WRWEE AAEE
Carrying  Fair value Level 1 Level 2 Level 3 Carrying  Fair value
amounts at amounts at
as at 30 June as at 30 June
e 30 June 2016 30 June 2015
(LA T Tt )
(Expressedﬂi:n thousands of Hong Kong dollars ) 2016 2015
= >, [ )
Fih £ A 205 105,810 106,830 - 106,830 - 53,821 55,683

Held-to-maturity Debt Securities

BB L AEERRIBRITIESS
B B A ) B 4% I LA 3 YA 2
LRI

(g) BEES M (9)
i) FI%RE R M

#2016 46 A 30 B 7EH AL KN R 4+
AREFRUT - R REE LT/ TR
50 Bi ¥ EEIREEEN AR D/
N 1,960 BT (2015 4F + 47 2,580 &

The fair value of the securities under Level 2 is determined
by reference to the prices at the reporting date provided by
the banks and have been translated using the appropriate

foreign currency rates at the end of the reporting period.

Sensitivity analysis
Interest rate risk

As at 30 June 2016, it is estimated that a general increase/
decrease of 50 basis points in interest rates, with all other
variables held constant, would have decreased/increased
the Group's surplus by approximately $19.6 million (2015:
approximately $25.8 million).

7)o
Rt R
Consolidated and University
(UM eat )

( Expressedﬁﬁinmmillions of Hong Kong dollars ) 2016 2015
MR EH/ HAE% %U%iﬁ/ HEAE%
(F) 110 2 (F#) 2
Increase/ Effect Increase/ Effect
(Decrease) on (Decrease) on
in interest Surplus in interest Surplus

rates rates

; 0.5% (23.3) 0.5% (28.3)
s Investments 0.5)% 233 0.5)% 283
P 0.5% 0.2) 0.5% 0.3)
AT Bank Loans (0.5)% 0.2 (0.5)% 03
MG He Rk Term Deposits, Cash and 0.5% 3.9 0.5% 2.8
EAGRE Cash Equivalents (0.5)% (3.9) 0.5)% (2.8)
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(ii)

The sensitivity analysis above has been determined
assuming that the change in interest rates had occurred at
the reporting date and had been applied to the exposure
to interest rate risk for both derivative and non-derivative
financial instruments in existence at that date. The interest
rate assumptions represent the management's assessment
of a reasonable possible change in interest rates over the
period until the next annual reporting date in the light of the

current low absolute levels of interest rates.

Foreign currency risk

At 30 June 2016, if there was a 5% strengthening or
weakening in the relevant foreign currencies against the
Hong Kong dollar, it would have increased/decreased
the Group's and the University's surplus by approximately
$39.1 million (2015: approximately $54.6 million and
$54.5 million respectively).

oty
Consolidated
(LB ¥ E Bocst)
( Expresseﬁnmmillions of Hong Kong dollars ) 2016 2015
7T/ SRR R/ S0
() e 2 (F) i)/
Increase/ Effect Increase/ Effect
(Decrease) on (Decrease) on
in foreign Surplus in foreign Surplus
exchange exchange
rates rates
: 5% 35.2 5% 40.6
B Investments (5% (35.2) (5% (40.6)
FEMIR 2K ~ FEATIR 2K Accounts Receivable, 5% 17 5% 0.2
¥4 Prepayments and Deposits (5% (1.7) (5)% 0.2)
TEMER - Bla ) Term Deposits, Cash and 5% 3.1 5% 14.0
R 4 Cash Equivalents (5% 3.1 (5)% (14.0)
T 5% 0.9) 5% 0.2)
TEATIE 5 I S TE H Accounts Payable and Accruals (5% 0.9 5% 0.2




K

University
(BN A ea )
(Expressed inEmillions of Hong Kong dollars ) 2016 2015
E%Lﬂ/ HEMG l@%tﬁ/ HEG
() 1150 (F) )
Increase/ Effect Increase/ Effect
(Decrease) on (Decrease) on
in foreign Surplus in foreign Surplus
exchange exchange
rates rates
v 5% 35.2 5% 40.6
Bt Investments (5% (35.2) (5% (40.6)
JEMIR R ~ TEATIR M Accounts Receivable, 5% 1.7 5% 0.2
¥4 Prepayments and Deposits (5)% (1.7) (5)% 0.2)
EMFE - Bae Rk Term Deposits, Cash and 5% 3.1 5% 13.9
EAGEE Cash Equivalents (5)% 3.1) (5)% (13.9)
I e o 5% 0.9) 5% 0.2)
FEATIR X KR EE Accounts Payable and Accruals 5% 09 5% 0.9

AR E 0 M % s M A A 8 S
CRERE N AN S TSP e
TEMARBEZ A WERFN SR
7 Y BE 5 By o T HL A A PR (4
Sl R ) R R B o

Al B K R A A A T BB
9 ME S ) > Sl R0 e B 5 e 2 gt R
S UNASVESTH N A S TN
XERLE - Fit WARSETHE T
HE A SE B4 L 20 A

R e 2 A ) 452 A8 L f Y 2 0 4
B 5 4 A 2l 7 A1 A EJELBR: o

The sensitivity analysis above has been determined
assuming that the change in foreign exchange rates had
occurred at the reporting date and had been applied to the
Group's exposure to currency risk for both derivative and
non-derivative financial assets in existence and outstanding
liabilities at that date, and that all other variables, in

particular interest rates, remain constant.

The stated changes represent the Group's reasonable
estimation of possible changes in foreign exchange rates.
It is also assumed that the pegged rate between the Hong
Kong dollar and the US dollar would not be significantly
impacted by changes in movement in value of the US
dollar against other currencies. As such, no analysis was
performed on the movement of the exchange rates between

the Hong Kong dollar and the US dollar.

The Group's appointed investment managers use forward
foreign exchange contracts to manage the foreign currency

risk exposure on financial assets.

100



101

28. BAEH

KER S — P R e & R B R )
JRSL B E T B > BRLAT RS AR
BRI 5 ) B A FOR T AR o HEAE
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o REMEAEHALUTHE

- FER K B2 RE R AU 0y i A g 4R
A N 45 0 S B AL s

- SRR EBRTREELE 5 K

- DR O A B DL SRR B R
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TEHZE21646 H30 HILEE > K
BRI HAZE ~ BUR LR FREUR

HEW AT MR E RS e REE
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REHHB O AHIAE > KEEE
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Hi2 o WA E LR BUR & e R g R
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HEE 4 JE S R IR o BRI I A
ERMEHRNES  MANESH
KB HERIE T EH -

28. Capital Management

The University is a government subvented education
institution established in Hong Kong under Hong Kong Baptist
University Ordinance and is not subject to any externally
imposed capital requirements, except as stated below. The
University's capital mainly consists of surplus accumulated
since its inception, donations, capital grants from the
Government, Government loans and commercial loans. The

objectives of the University's capital management are:

- to ensure that the University will be able to continue as
a going concern so that it can continue to provide whole
person tertiary education and related services to the

community;
- to support stable operation of the University; and

- to maintain a strong capital base to support the future

development of the University.

During the year ended 30 June 2016, the University's
objectives, policies and processes for managing capital
were largely unchanged. The University mainly relies on
capital grants from the Government for campus expansion,
improvements, and redevelopment relating to UGC-
funded activities. Donations, operation surplus and
commercial loans are used to supplement any shortfall in
such projects, premises acquisition and campus expansion
and redevelopment relating to non-UGC-funded activities
as well as other activities of a development nature. The
spending of government grants is governed by the UGC
Notes on Procedures and related grant conditions and the
spending of non-Government funds is subject to internal
guidelines and policies. The University implements a
comprehensive system to manage its funds under clear
investment guidelines and strategies formulated with the
assistance of an investment consultant. For the surplus
funds of an endowment nature, the University sets annual
spending limits so as to preserve the long-term purchasing
power of the fund. Professional investment managers
are appointed to manage funds of a long-term nature
while those of a shorter term nature are managed by the

University under approved guidelines.
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29.

Related Parties Transactions

All transactions relating to purchases of goods and
services and capital projects involving organisations, in
which whether a member of the University Council or
the University's key management personnel may have an
interest or not, are conducted during the normal course of
business and in accordance with the University's financial
regulations and normal procurement procedures. Donations
received from members of the University Council, key
management personnel, or organisations controlled
or significantly influenced by them were approved in

accordance with University's regulations.

In addition to the above, during the year, the University
entered into the following transactions with its related

parties in the ordinary course of business:

Donations received from the University Council members,
the University's key management personnel and companies
controlled or significantly influenced by them amounted to

$0.3 million (2014-15: $1.2 million).

The University received administrative fee, consultancy
fee, management fee, licence fee and loan interest
income totalling $0.8 million (2014-15: $1.5 million) from
its subsidiaries and administration fee of $10.8 million

(2014-15: $29.0 million) from a joint venture.

The University paid for the services and goods from its
subsidiaries with a total value of $3.1 million (2014-15:
$3.2 million).

At 30 June 2016, the amounts due from subsidiaries and a

joint venture to the University amounted to:
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(LA TIest)

(Expressed in thousands of Hong Kong dollars ) 2016 2015

Fit g2 ) Subsidiaries 37,915 36,334

AEHE Joint Venture 30,675 31,334
68,590 67,668

¥ H20164F6/130 H - A EE 1] [T M 2 4 (B L~ A TG A (A GE A KA 1Y Bk R K HE 2, 840870 (2015 4F < [ Y JET WY 23 T 42 (62,8408 C) + #1112, 7008 ¢

(20154 : 2,700857C) T35 — 73N I AT THE 7 78 80 7 AE PR I A 2 199 B 2 B 1 B M G 2 I A B o 38 » KR o 77 — [T g 4 il 42 L 30
24087 (20159 : 24087C) » B LU MAEH ~ LIGERTToM /] FIRSFE G - I A6 ER K AR I /B2019F 12131 HIEFELE « BEEEHH 2016556 /130 H 2
BEAEFIF130.66% (20159F  0.61%)

As at 30 June 2016, the University provided loans and advances totalling $28.4 million to two subsidiaries (2015: $28.4 million to two subsidiaries), of which $27.0 million
(2015: $27.0 million) advance was used for operating a research centre in the form of a Wholly-Foreign-Owned-Enterprise in the Changshu Economic Development Zone of
the People's Republic of China. The loans and advances are interest-free, unsecured and have no fixed repayment terms. The University also provided a loan of $2.4 million
(2015: $2.4 million) to another subsidiary which is interest-bearing at six-month HIBOR updated every 6 months, unsecured and repayable by the year ending 31 December
2019. As at 30 June 2016, the effective interest rate of this loan was 0.66% (2015: 0.61%) per annum.

TEERART MM

The total compensation to key management personnel” was:

(LAY T et )
(Ex:)ressed) ?n thousands of Hong Kong dollars ) 2016 2015
A% Salaries 32,696 30,123
FE B fEF Short-term Employee Benefits 5,503 4,904
R HE B faF Long-term Employee Benefits 5,274 4,741
43,473 39,768
* TEEHMASOIREZSEKE -
Key management personnel included members of the Senior Executive Committee.
REFHAE B 0B EGKE 1998 A% () The University's total contributions to Hong Kong Baptist
SRtE] (R ARA ) B 7,400 #oT University 1998 Superannuation Fund ("the Fund") for its
(2014-154EF 7,100 B oL ) o KEFER employees amounted to $74.0 million (2014-15: $71.0 million).
AT 1) AR 4 4 A AR 5 B i A B 4 The University did not provide administrative service to the Fund
W BUE SR 2 T (201415 4R« 50 & and receive service fee from the Fund during the year (2014-15:
TG ) e $0.5 million).
K5 HAE B — AR (BB R T (g The University made contributions to a Mandatory Provident
DRE At BUAR 50) ST 1 o o R Fund Scheme as required under the Hong Kong Mandatory
FrEIEEE > E AR A 3,260 H T Provident Fund Schemes Ordinance. Total contributions made
4-154FFE : 3,060 0 ) ° for the employees during the year amounted to $32.6 million

(2014-15: $30.6 million).
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31.

T H ki 30. Capital Commitments

2016 4E 6 A 30 H - M ARTEHINTE
WERNZEBEERSE  ERIT

(LA ToERt )

( Expressed in thousands of Hong Kong dollars )

As at 30 June 2016, outstanding capital commitments not

yet provided for in the financial statements are as follows:

A K
Consolidated University
2016 2015 2016 2015

B4 Contracted for 260,679 256,459 260,504 256,084

[aEEg IS ¥ Authorised but not yet contracted for 143,416 231,210 143,416 231,210
404,095 487 669 403,920 487,294

‘k‘ hY | 72 - -

HEMERE 31. Operating Lease Commitments

REEBLEXHEMHA Ly M
MR 1 BS54 I HAHEREE
AR ARA > T IR P A LA ek 3y T
Mk o RSO W AR R AR A L
RGeS o A AR B
RAME -

2016 4E 6 A 30 H » FERFKRIEAT
SRR 1 72 S T R S A P B AL A

The Group leases a number of properties under operating
leases. The leases typically run for an initial period of
1to 5 years with a renewable option upon expiry at which
time all terms are renegotiated. Lease payments are usually
reviewed annually to reflect market rentals. None of the

leases includes contingent rentals.

At 30 June 2016, the future minimum lease payments under

non-cancellable operating leases are payable as follows:

WM
h K
Consolidated University

(LA Toest)
(Expressed]i:n thousands of Hong Kong dollars ) 2016 2015 2016 2015
AR Within 1 year 3,908 5,151 2,878 4,600
NEE 2 BEE 5 4EIN After 1 year but within 5 years 1,655 608 1,155 332

5,563 5,759 4,033 4,932
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32.

Bi A

Taxation

ENTTNEEANPN- - b TR E TV

Income Tax in the Statement of Comprehensive Income of the Group represents:

e
Consolidated

(AT oTsh)
( Expressedﬂi:n thousands of Hong Kong dollars ) 2016 2015
AAEFERIIE L Charge for the year:

- HUE G R - Hong Kong Profits Tax 21 30
AR DL 25t ) BiE Under/(Over)-provision in prior years

- Fs AR - Hong Kong Profits Tax 4 32)
EAERITAE: A Deferred tax charge - 33

25 31

REL Ty A A PR AR B 2 B TO B BURF A E 2 26 5 M > MR PR A CBUFE IR 0D (58 112 %) 5F 88 1= A g BilA
e o

The University and some of its subsidiaries limited by guarantee are approved charitable institutions exempted
from Hong Kong Profits Tax under Section 88 of the Inland Revenue Ordinance (Cap. 112).

R T BB 2 ) T A v AR B AR R B R AT © AV I 22 m1LA 16.5% (2014-2015 4R 16.5%) MIBIRF AR
VAT o B A i I8 T 1 R S 2 ) T i v B T A0 B A B e 91 LA RERT B et B o B BB IR DL 3R A Y R B
FEEFBFHBE -

Subsidiaries of the Group are subject to Hong Kong Profits Tax. The provision for Hong Kong Profits Tax is
calculated at 16.5% (2014-15: 16.5%) of the estimated assessable profits of these subsidiaries for the year.
Subsidiaries of the Group with operations in PRC are subject to the appropriate tax laws and regulations in PRC.
Tax payable in the consolidated Statement of Financial Position represents provision for Hong Kong Profits Tax.

PR JE i A5 B S BEL R T L A B A 2 R A

Reconciliation between tax expense and surplus before taxation at applicable tax rates:

ey
Consolidated
Bareasad  housans o Hong Kong doars 2016 2015
WRBLAT & Bk Surplus before taxation 63,740 197,460
REERERNER N edted o s aplcale 1 sl 0670 330
. - in the jurisdictions concerned
T HR B S 2 B R Tax effect of non-deductible expenses 448,288 423,663
THEBIRA 2 BB 2 Tax effect of non-taxable income (459,203) (456,796)
KRR B 1R Tax effect of tax losses not recognised 1,474 70
A LART R T ERR A0 P S A LS 59 Utilisation of tax losses previously not recognised (208) 3)
DATT4E B Dt B A Under-provision in prior years 4 1

ISR B 2 Income tax expenses 25 31
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34.

I B IR & E
Deferred Tax Assets

ST RS A AR BE N 2 S T

The movements in deferred tax assets during the year are as follows:

Foyey

Consolidated |

IR
(IR ) /-\ccelerated Tax
(Expressed in thousands of Hong Kong dollars ) Deprec1at|on
201547 H 1 B Balance as at 1 July 2015 -
AR R Charged to Statement of Comprehensive Income -
2016 4£ 6 H 30 H 45tk Balance as at 30 June 2016 -
201447 A 1 B&ER Balance as at 1 July 2014 33
FTA T A % Credited to Statement of Comprehensive Income (33)

20154 6 A 30 H&: %

Balance as at 30 June 2015

Wit :
Note:

HE20165F6T30H - KA AT MESBL I AT RN BT RFFEE R > [RUE I AR R AEBLIR (20154F < )
No deferred taxation has been recognised by the University as it has no taxable or deductible temporary difterences as at 30 June 2016 (2015: Nil).

% & kA B A

B R L g AR SRR K B S S A
BRI B0 WS A ) B R A K
B BOREEBNEE L RIREEA
TR BN A SR 0

B - e R M 8

B AR L A AR SRR AT T B I
JE s R At AR R - AR R
8 08 37 8 RO A T AR 0 R R iR
{f

B OR o 1 A

R B R L AR R0 1 B A 3
AT B LA R MR ) B SR R o fBE A o

34.

(@)

(b)

Significant Accounting Estimates and
Judgments

Estimates and judgments are reviewed by the management
of the Group annually based on experience and changes
in external environment. The estimates and judgments that
have a significant impact on the carrying amounts of assets

and liabilities are discussed below:

Depreciation of property, plant and equipment

The estimated useful lives and residual values of the
Group's property, plant and equipment for determining the
annual depreciation charge are reviewed annually by the
management making reference to historical data of similar

assets.

Provision of doubtful receivable

Doubtful receivable will be written off when the management
considers the receivable as doubtful based on its past

experience and knowledge.
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35.

36.

ST H
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35.

36.

Financial instruments

The estimates and judgments made by the management in
respect of the financial instruments held by the Group are

discussed in Note 27.

Comparative Figures

Certain comparative figures have been adjusted to conform

to current year's presentation.

Possible Impact of Amendments, New
Accounting Standards and Interpretations
Issued but not yet Effective

Up to the date of issue of the financial statements, the
HKICPA has issued a few amendments and new standards
which are not yet effective for the year ended 30 June
2016 and which have not been adopted in these financial
statements. These include the following which may be

relevant to the Group and the University.

JA N3 H AR B e

& AR AR AL

Effective for accounting periods

beginning

CREGFHENDSE 12 982 & B3 HL 2017414 1H

Amendments to HKAS 12

CHRBEFHERDS 7 552 185T
Amendments to HKAS 7

(EB I ERIDES 15 98
HKFRS 15

(FB B E RS 9 9%
HKFRS 9

(EBIBHE TERIDES 16 9
HKFRS 16

Income taxes

RemEg

Statement of cash flows

RARF &R

Revenue from contracts with customers

ERTH

Financial instruments

HE 209 1H1H
Leases 1 January 2019

1 January 2017

2017 F1H1H
1 January 2017

20184 1H1H
1 January 2018

20184 1H 1H
1 January 2018

L R IE 7E AT 8 L1 AT 3 UK HR
SRR - BIE A AL > KRR
AERL IR A Le B AT ~ BTk B ST T HE
RPN L VOR ol s €391
R B AR ) &

The Group is in the process of making an assessment of
what the impact of these amendments is expected to
be in the period of initial application. So far it is not yet
in a position to state whether these amendments, new
interpretations and new standards would have significant
impact on the Group's and the University's financial

statements.
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