


The function of the UGC Secretariat is to support the UGC
(and the Councils and bodies under its aegis) in the fulfilment
of its terms of reference. That is impartially: to advise
the Government on the funding needs and the strategic
development of the eight publicly-funded higher education
institutions; and to safeguard the institutions' academic
freedom on the one hand while ensuring accountability of the
public funds entrusted to them on the other.

In this role, the Secretariat has a staff of around 80 with the
main functions of: supporting the UGC in fulfilling its objective
and formulating action plans to take forward UGC initiatives;
working with the UGC-funded institutions on all fronts relevant
to the committees' terms of reference; and disbursing funds
to institutions and monitoring their effective use.

Subcommittees/working groups are formed to lead different
aspects of the UGC's work. There are currently six such
groups. Two Groups finished their works in 2012-13 — (i)
the “3+3+4” Group after the smooth implementation of the
new academic structure in UGC-funded institutions, and (i)
the Higher Education Review Follow-up Group, following the
completion of its duties in respect of the recommendations of
that report under the purview of UGC.

Information from the Higher Education Review Report is also
available on the UGC Website www.ugc.edu.hk. You may
also find other useful information about the sector on the
website.
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SECRETARY-GENERAL’S REPORT

Expenditure Statement of the UGC Secretariat

Chart 1 below summarises the expenditure of the UGC
Secretariat in 2012-13, which covers the recurrent UGC
operating expenditure; the recurrent subventions to
institutions; and the non-recurrent expenditure.
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Chart 1: Expenditure Statement for the year ended 31 March 2013

x—  BE2013FE3 831 HIEEEFLIRE

Year Ended 31 March
BZ3A3BLEE

2013
$°000

(1) Recurrent UGC Operating Expenditure (1) HRLERSERL
Staff Related Expenditure SRTERENFE
o Civil Services Salaries o NERFH 32,050 29,045
¢ Allowances and MPF Contribution o EMRATRSHR 1,555 1,330
Departmental Expenditure B
¢ General Departmental Expenses (Note) o —REITFZCE) 26,839 23,283
Expenditure for Members ZRIX
o Honoraria for Overseas Members o EINEREN 6,960 6,488
* Meeting Expenses o 2UFX 15,048 13,775
(.e. air passage and hotel, efc.) (BINEMBES)
Sub-total (1) M) 82,452 73,921
(2) Recurrent Subventions to Institutions (2 28%He
Recurrent Grants to Institutions RPRBHZEINE 13,248,601 11,271,077
Refund of Government Rent and Rates e E 198,671 178,120
Subventions for Housing Related Expenses RYPSEERMA XN 102,331 184,431
Sub-total (2) M2 13,549,603 11,633,628
Total Recurrent Expenditure (1)+(2) ZEFLZEH(1)+2) 13,632,055 11,707,549
(3) Non-Recurrent Expenditure () FZEFX
General Other Non-recurrent —RIEZLFETX
¢ Sixth Matching Grant Scheme o FERREXHISIT 1,683,722 0
Sub-total (3) NF3) 1,683,722 0
TOTAL (1) + (2) + (3) BE(1)+(2) +(3) 15,315,777 11,707,549
Note *

This includes salaries for non civil service contract staff and fees for professional and

other hire of services.
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The recurrent UGC operating expenditure remains very low as
a percentage of total expenditure — at about 0.5%. But it has
been on an increasing trend due to the need to appoint more
non-local Members to the RGC and the increase in projects
to be completed by the RGC. The Secretariat has established
clear internal rules and levels of approval authorities governing
various matters (such as the award of consultancy contracts),
while rigorously following all civil service, financial and
accounting regulations of the Government. In addition, for
offering consultancy contracts above $50,000 through the
invitation of single quotations, the agreement from either
the Chairman, UGC or the convenor of sub-committees is
necessary. The advice of the General Affairs and Management
Sub-Committee/other Sub-committees — and the approval
of the UGC-is required for any item of expenditure above $1
million drawn from the Central Allocation Vote (CAV). The
Sub-Committee also receives reports from the Secretariat
on the year-to-date expenditure position and other internal
administrative and financial matters.

Local Members of the UGC and all its Councils and Sub-
Committees/Panels receive no remuneration for their
extensive voluntary service — save for a $215 per meeting day
travel allowance. Meanwhile, non-local Members receive an
annual honorarium at the following rate:

UGC

A2

RGC/QAC

WER,/ TRB

UGC Sub-Committees, RGC Panels* and QAC Audit Panel
HR2BETNAZERS - PRBE TN RRRBITE/ A

*

payable only to members outside Hong Kong who are co-opted and
do not serve on UGC/RGC proper.
REATIMANE (MR R S/ FRB) HIEAMILINK A o

The rates were originally approved by the Legislative Council
and are adjusted by the Government according to an
approved formula.
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UGC funding for the UGC-funded institutions is composed of
recurrent grants and capital grants.

Recurrent grants support institutions' academic work and
related administrative activities; and capital grants are used to
finance major works projects and minor campus improvement
works.

The recurrent funding for the 2012/13 to 2014/15 triennium
was approved by the Finance Committee of the Legislative
Council in January 2012. The total approved recurrent funding
for the UGC-funded sector in the triennium amounts to
$42,209 million, covering both block grants and earmarked
grants.

The bulk of the recurrent grants are disbursed to institutions
normally on a triennial basis to tie in with the academic
planning cycle, and in the form of a block grant to provide
institutions with maximum flexibility in internal deployment.
Once allocations are approved, institutions have a high
degree of freedom in deciding on how the resources available
are put to best use. Determination of the grants to institutions
is largely based on an established formula.

The 2012/13 academic year was the first year of the
implementation of the New Academic Structure in the UGC-
funded sector. From then on, there will be new recurrent
funding for the additional year under the New Academic
Structure (“new pot of money”) in addition to the existing
funding (“existing pot of money”) for the three years of
undergraduate study and other levels of study. In this regard,
a “two pots of money” approach/funding methodology
has been applied to the whole of the 2012/13 to 2014/15
triennium as detailed below. However, institutions will
still receive a lump-sum block grant, and the separate
methodology in allocating the new Year 1 funding will not
affect the existing autonomy in which institutions deploy their
block grant.
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“Existing pot of money” for the three years of
undergraduate study and other levels of study
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The amount of block grants comprises three elements:
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The Teaching element is based on student numbers, their
levels (ie. sub-degree, undergraduate, taught postgraduate
and research postgraduate (RPg)), modes of study (.e. part-
time and full-time) and disciplines of study. Some subjects are
more expensive than the others because they require special
equipment, laboratories, more staff time, etc. Relative cost
weightings by broad academic programme categories (APCs)
have been grouped into three price groups with effect from the
2005/06 to 2007/08 triennium. Details are shown at Chart 2.

BEReRFREFEAL  BRIEE
(BBIFARIE - FEFAORE - AR
BIRREMAREATIRIE) - BRER
(BiFkZMe BH) RFEREREITE -
MOFRBERANRBFHXREE » I
SRFIRARZAE - HlEKARS -
1 2005/06 & 2007/08 = FHifE - &ii1E
F BRI 2 AR AR AR E D T
=R - FEHTR= -

Chart 2: Relative Cost Weightings by Price Groups of Academic Programme Categories

R REBHEE NSRRI 2 BV BA DA SR A

1 Medicine A Medicine & Dentistry 3.6 1.8
2 Dentistry
FEF
3 Studies Allied to Medicine and Health B Engineering & Laboratory Based Studies 1.4 1.4
SERDEBEEH TRRSREHAG LR
4 Biological Sciences
LS ca
5  Physical Sciences
mERE
6  Engineering and Technology
TRREHR
7 Arts, Design and Performing Arts
2R RITREZ
8 Mathematical Sciences C  Others 1.0 1.0
nERF e
9  Computer Science and
Information Technology
BRI R MR
10 Architecture and Town Planning
B R m AL
11 Business and Management Studies
THER
12 Social Sciences
ok
13 Law
iR
14 Mass Communication and Documentation
AREERXMER
15 Languages and Related Studies
EEV YR
16 Humanities
AXFR

17 Education
#E
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“New pot of money” for the additional year under the
New Academic Structure

The new funding for the additional year under the New
Academic Structure is treated as a separate pot of money and
is allocated wholly as “teaching funding”, while recognising
differentiation in the teaching cost among faculties with price
weights of 1.4 and 1.0 for (i) Medicine, Dentistry, Engineering
and Laboratory-based studies; and (i) Others respectively.

The funding formula is the key parameter used to
assess institutions' needs. But in finalising its funding
recommendations, the UGC also takes into account the
special needs of individual institutions and other factors not
captured by the formula and will introduce extra-formulaic
adjustments where required.
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Earmarked grants for specific purposes are allocations
outside the block grant system. Examples are the earmarked
research grants, grants for knowledge transfer activities, and
grants for the Areas of Excellence Scheme.

Once determined, recurrent funding for a triennium will not
be adjusted during the period except for adjustments to
take into account changes in the indicative tuition fee levels,
new initiatives from the Government and civil service pay
adjustments. Following the civil service 2012 pay rise which
took effect on 1 April 2012, the subvention for 2012/13 was
increased by approximately $670 million.

The UGC conducts academic planning and recurrent grants
assessment with its funded institutions on a triennial basis.
As a regular practice, institutions would need to submit
Academic Development Proposals (ADPs) for assessment by
the UGC. ADPs are proposals that serve three purposes: (i) a
platform for institutions to put forward development proposals
for the immediate future; (i) the foundation for the institution’s
costed estimates for the next grant triennium; and (i) where
approved academic programmes are to meet specific
manpower needs, ADPs provide an assurance of anticipated
supply of graduates. It must be stressed that the UGC does
not seek to micro-manage our institutions, and thus would not
intervene in their internal planning and allocation of places to
individual programmes, except for those subject to specific
manpower requirement.

With the approval of the LegCo in January 2012 on the
grant recommendation for the 2012-15 triennium, the UGC
had informed individual institutions about the details of their
respective funding allocation in February 2012. The UGC is
currently working with the institutions on the next round of the
ADP and funding allocation exercise.

EEEIDEFIERIN  BHRASE TR
Be iR & DB %5 E B Ar MY 4R E @+ B
T Pl A B - HETAIR
KRR B2 N = B R AU T &
B e

RENDET —KRET EEX=ZFH
MASER RIFEREZHRKES
T BFHELHEEARAS A
B o BT A% RIE2012 F 185 (20124F 4
B1HBEAR) » 2012/13%FF&* & IF
ARG N9 6.7427T »

BR2B=NFFSRPEAHIT R
FARAKRAZ B BT T o IR
BOE  BRIRXFARRRENPHE
BRowZz e BWPBE="H&: (—)
BRI A H A R ¢ (Z) B
HATREE =F R YN EATE (=)
WMRETFHOFRIRERN T NNEE
T ANER  FRERENUPAH
RIZFRIZERBE MU ENE LA -
WBISRIFHE - BA 2T ENRRHTT
MAEE » Rt T2 T MR A )&
MERANRNRENZFFADE (B EANT
SREVERIERIN)

SESTF2012F 1 AftLfE2012-15 =F 5
NI - RS TF201252 A2
MR R H IR B AN B S AR 1 1E o 2R
SUTFTEEREREFME T —HHFAR
KRB RIS DB TIE



.« SECRETARY-GENERAL’S REPORT
WHKRS

Diagrammatic lllustration of UGC Recurrent Grant Cycle
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The UGC-funded institutions are autonomous statutory
bodies governed by their respective Ordinances. They enjoy
institutional autonomy in such areas as curriculum design,
selection and recruitment of staff and students, and internal
allocation of finances.

To provide institutions with substantial financial freedom,
the bulk of the subvention to institutions are in the form of
the block grant, which provides for a “one-line” allocation of
resources for a funding period (usually a triennium) without
prescription attached as to how it should be spent. The major
requirement is that such grant must be used within the ambit
of “UGC-fundable activities” while adhering to approved
student number targets. The precise amount of the block
grant has to be approved by the Finance Committee of the
Legislative Council before the start of every triennial funding
period, after which the responsibility falls squarely upon the
institutions to apply those funds appropriately.

While respecting the institutional autonomy of our funded
institutions in allocating and managing their internal finances,
the UGC adopts an accountable and transparent approach
in ensuring the public money entrusted to the institutions
are applied meaningfully and provide value for money.
Institutions are entitled to maintaining a general reserve of
up to 20% of the institution's total approved recurrent grants
(excluding any earmarked grants) in a triennium for future
and new development needs. Any excess of that level has
to be returned to the UGC. The use of the general reserve
is subject to the same rules and regulations governing the
use of recurrent grants. For grants earmarked for specific
purposes, any amount unspent after the close of financial year
or approved funding period must be returned.
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Institutions submit for each financial year an annual return on
the use of all UGC funds. Heads of Institutions also provide
a Certificate of Accountability to the UGC annually to confirm
that the public funds allocated via the UGC have been spent
in accordance with the rules and guidelines as agreed with the
UGC.

Recurrent grants are provided to the UGC-funded institutions
to support their academic and related activities based on
approved UGC-funded activities. As such, there should be no
cross-subsidisation of UGC resources to non-UGC-funded
activities (including, but not limited to, self-financing activities).
To avoid hidden subsidy to non-UGC-funded activities, the
institutions should levy overhead charges on such activities,
including projects funded by other Government departments/
agencies and projects/programmes conducted by their self-
financing subsidiaries or associates.

Institutions are required to keep proper accounting records
in accordance with the Hong Kong Financial Reporting
Standards and the house guidelines on recommended
accounting practice adopted by the UGC where appropriate.
Institutions also arrange their own external annual audits
on their financial statements and the annual return, in
accordance with prevalent assurance engagement standards
adopted by the audit profession. For the purpose of
efficient use of public funds, institutions are also subject to
examination by the Director of Audit.

From time to time, the UGC may express interest in the
financial well-being of UGC-funded institutions and enquire on
specific financial issues concerning the UGC sector. The UGC
established a Financial Affairs Working Group in January 2011
with professional expertise to work with institutions to help
ensure their continuing good financial governance and sound
financial planning.
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Capital Grants ELErNE

The UGC supports capital works projects of institutions HR2NEZXFIDEHER - BB
for UGC-approved activities by capital grants sought from RAB RS EFDHITERIER
the Government on an annual basis under the Capital B o iREFEIES [ EARTE L A2
Programme, and the Alterations, Additions, Repairs and B g RBREIREITN] - R
Improvements Programme. Details of the two capital grants [FERIFIEL BB HITITEDE - &
programmes are illustrated in the flowcharts below: AP E R T
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In 2012-13, there were 25 ongoing capital works projects
under the Capital Programme with a total estimated project
cost of some $12.2 billion. The expenditure on these projects
in 2012-13 was about $2.8 billion. With the completion of
superstructure works of most projects, the spending in 2013-
14 is anticipated to decrease to some $974 million.

In 2012-13, the UGC supported a total of 31 new Alterations,
Additions, Repairs and Improvements (AA&l) projects
submitted by institutions with a total estimated cost (to be
spread over up to three years) of some $528 million. To
meet the expenditure of the ongoing and newly approved
projects in 2012-13, a total of $458 million was allocated to
institutions. The allocation will be increased to some $560
million in 2013-14 as institutions carry out more major spatial
reorganization works to support the new four-year academic
structure.
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HKUST’s newly completed Institute for Advanced Study — HKUST’s newly completed student residences
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HKIEd'’s new study centre in Tseung Kwan O
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PolyU’s newly completed student hostel
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HKU’s newly completed student residences at Lung Wah  PolyU’s Logo Square
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The capital grants are charged to the Capital Works Reserve
Fund and are part of the Capital Works Programme of the
Government. Institutions’ projects under capital subvention
follow the procedures for creating and managing a capital
works project under the Capital Works Programme.
Institutions assume full responsibility and accountability for
their projects under capital subvention. They should ensure
that works expenditure stays strictly within the approved
project estimate in accordance with the approved project
scope i.e. the scope approved by the Legislative Council for
capital works projects exceeding $30 million, and the scope
approved by the UGC for Alterations, Additions, Repairs and
Improvements projects up to $30 million.

Institutions have in place an appropriate system of cost
control and monitoring mechanism for overseeing the
spending of public money having regard to economy,
efficiency and effectiveness in the delivery of their projects. In
particular, institutions have to ensure that proper procurement
procedures are in place, taking reference from Government’s
latest rules and regulations applicable to public capital works.

Approved funds for the projects are released to the institutions
on a monthly basis. Institutions are required to submit a
monthly statement on the financial position and a quarterly
report on the progress of their projects. Upon completion of
a project, the institution will submit a certified statement of
final accounts to the UGC and return any unspent balance
or unapproved expenditure to the Government. For the final
accounts of capital works projects, a separate assurance
engagement should be carried out by an external auditor
engaged by the institutions.
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We attach great importance to enhancing communications
with our stakeholders so they can understand accurately
the functions and operations of the UGC, and also for the
UGC to get to know our stakeholders' views on its decisions
and policies. There is a wide range of stakeholders in
higher education — the institutional management, staff and
students, the Government and Legislature, the media and
the community at large. The UGC works in close partnership
with stakeholders on sector-wide issues, including
resource allocation and strategic development. Effective
communication with stakeholders brings transparency and
accountability.

The UGC's Communications Group looks into all matters
concerning public relations and publicity in respect of the
activities of the Committee and the UGC-funded sector,
with the objective of fostering better understanding and
communication. Effective communication with the various
stakeholder groups often takes different forms. The Group
continues to devise plans and undertakes a range of activities
to enhance our stakeholder relations, including:

The UGC works closely with institutions and conducts
meetings — regular and ad hoc, formal and informal — with the
Council Chairmen, Heads and Vice Presidents of the eight
funded institutions to share our thoughts and suggestions
on various subjects of mutual concern. In January 2013,
the UGC held the first retreat between senior management
of funded institutions and UGC members, who collectively
discussed a wide range of issues. The Chairman, UGC
has also engaged in his second round of campus tours to
meet with the Faculty Deans and Department Heads as well
as frontline faculty in each of the eight institutions starting
March 2013. He aims to brief them on the aspirations and
operations of the UGC and exchange thoughts with them on
issues related to the higher education sector. This round of
engagement will be completed in early 2014.
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The first retreat between UGC Members and the Heads and senior management of the UGC-funded institutions was
held in January 2013.
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Chairman, UGC met with the Faculty Deans and Department Heads of HKIEd (top left), Poly U (top right) and LU
(bottom) in March and April 2013.
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Students are perhaps the key stakeholders in the work of the
UGC. Their views are thus very important to us. Members of
the UGC visit the eight institutions on a regular basis, of which
an important part is to meet with the students. The UGC
has expedited such visits. UGC Members as a group visited
CityU and PolyU in September 2012 and CUHK in January
2013. During the three visits, Members exchanged views with
student representatives on a whole array of topics of mutual
concern. There was no set agenda for these meetings, which
were conducted in a more relaxed and friendly environment
to encourage more active participation in the discussions and
freer exchange.
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UGC Members visited PolyU (left), CUHK (middle) and CityU (right) and met with their students
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The UGC welcomes the opportunity to work with, and explain
aspects of our work to, the Legislative Council. Informally, the
Chairman, UGC met with members of the Legislative Council
Panel on Education in November 2012 and January 2013
to listen to their views on various topics in relation to higher
education. We also attend meetings of the Council whenever
appropriate to explain our work.
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With escalating public expectations on the responsiveness of
public agencies, the cyber network allows us to gather and
disseminate information in a more timely and instantaneous
fashion. The UGC website describes our roles, membership,
activities, and the latest news. It includes also a "Frequently
Asked Questions" section and a Higher Education Forum,
through which we welcome all parties including students and
staff to leave messages and share their opinions on the work
and policies of the UGC. These initiatives have enhanced and
facilitated a more accurate understanding of UGC policies
and practices by the readers.

At the same time, the UGC also holds briefings with the media
after each UGC meeting, where the Chairman, UGC keeps
the media informed of the latest decisions and deliberations
of the Committee. The UGC also responds to media enquiries
whenever they arise.
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