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University Accountability Agreements

There is public aspiration that the UGC-funded universities should
pursue academic excellence while responding to social needs and in
alignment with Government policy objectives, as well as to realise
Hong Kong’s unique advantages in a highly internationalised higher
education environment. In view of this, the UGC has entered into
UAAs with universities with an aim to enhance their accountability
and transparency in their performance. These agreements set out in
detail UGC’s funding principles and key requirements, universities’
visions and strategies, as well as their ongoing efforts to implement
various approaches to enhance university governance.

The UGC has entered into UAAs with the universities for the 2019-22
triennium, followed by renewed agreements for the 2022-25
triennium. The renewed agreements reflected the four Strategic
Directions for the 2022-25 triennium, which are to be implemented
throughout the triennium. The UAAs also sets out five key activity
domains, namely quality of student experience of teaching and
learning; research performance and research postgraduate
experience; knowledge transfer and wider engagement; enhanced
internationalisation and engagement with the Mainland; and financial
health, institutional social responsibilities and sustainability of
institutions. It also sets out about 20 sector-wide performance
measures and more than ten institution-specific performance
indicators for appraising the performance of universities in an
objective and comprehensive manner.
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The UGC reviews the performance of universities in the aforesaid
domains annually based on universities’ Annual Progress Reports.
The performance indicators are also released on our website to
enhance transparency. In addition to enhancing university
governance, the UAAs are also closely aligned with the triennial
Planning Exercise to embody the principle of accountability in
funding. Specifically, since the Planning Exercise for the 2022-25
triennium, the UGC has, directly applied the performance measures
set out in the annual progress reports submitted by universities
under the UAAs to the assessment for the first time. In other words,
a university’s performance across a range of measures will have a
direct and material impact on its recommended allocation of student
places and funding by the UGC. The dovetailing of the UAAs with
the triennial Planning Exercise reflects the principle that universities
must be accountable to the society for their performance and
ensures the proper use of the funding received.

Financial Governance

Financial Reporting and Monitoring

The universities enjoy substantial financial freedom as the bulk of the
subvention they received from the Government are in the form of a
“one-line” block grant for a funding period (usually a triennium)
without prescription on how it should be spent. Such a grant,
however, must be used within the ambit of “UGC-fundable activities”
while adhering to approved student number targets. The precise
amount of the block grant is decided by the Government before the
start of every triennial funding period with Legislative Council
approval. Thereafter, the responsibility falls squarely upon the
universities to apply those funds appropriately.
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Universities are accountable for any unspent balances
of public funds

While universities are entitled to maintaining a general reserve of up
to 20% of the university’s total approved recurrent grants (excluding
any earmarked grants) in a triennium for future and new
development needs, any excess 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.

No cross-subsidisation of UGC resources to non-UGC-
funded activities

Recurrent grants are provided to the UGC-funded universities to
support their academic and related activities based on approved
UGC-funded activities with 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 universities 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; as well
as follow the principles laid down in the Cost Allocation Guidelines
for the UGC-funded and the Non-UGC-funded Activities which were
promulgated in 2015.

Institutional finances are subject to professional
accounting standards and external audit processes

Universities are required to keep proper accounting records in
accordance with the Hong Kong Financial Reporting Standards
issued by the Hong Kong Institute of Certified Public Accountants
and the house guidelines on recommended accounting and
disclosure practice adopted by the UGC where appropriate.
Universities 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,
universities are also subject to examination by the Director of Audit.
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Student Places Utilisation Monitoring

The recurrent grants of the UGC are disbursed in the form of a block
grant. The universities may, under the principle of institutional
autonomy, flexibly deploy and allocate resources for purposes
consistent with the UGC-funded areas. However, about 78% of the
block grant is for teaching purpose, which is mainly based on the
number of student places in each university. The universities are
obliged to fully utilise student places to provide opportunities for
qualified local students to pursue further studies. It is also not
advisable for the universities to over-enrol students in order not to
compromise the quality of teaching and learning. The UGC
Secretariat has put in place a data collection mechanism to enable
the UGC to conduct in-depth reviews of student places utilisation at
each AY and each triennium, and to advise or take action towards
universities as necessary. The universities should also ensure that
they are able to offer the approved publicly-funded programmes and
places, and that they have formulated efficient and effective internal
control mechanisms to comply with the Government’s decisions on
the triennial planning, the UGC Notes on Procedures and other
relevant conditions on the use of public funds, and the reporting,
auditing and assurance requirements to ensure that they meet the
basic responsibilities for being publicly-funded.

Sharing Knowledge with the Community

The UGC recognises the importance of sharing knowledge with
society in bringing about socio-economic benefits and impact to the
community and businesses, as well as to cultivate public
appreciation for the valuable contributions of the higher education
sector to society as a whole. Recurrent funding of $71.9 million per
year in the 2022-25 triennium has been earmarked for UGC-funded
universities to further strengthen and broaden their endeavours,
commensurate with their roles and missions. Universities have
made use of the funding to conduct a wide range of activities. The
promotion of entrepreneurship resonated with more opportunities for
students to engage with start-ups and foster networks connecting
undergraduate and postgraduate students, researchers, alumni,
faculty members and other staff.
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Examples of Impact cases

Hong Kong Baptist University

HKBU has been awarded $35.4 million in funding from the
Innovation and Technology Support Programme (ITSP) under
Innovation and Technology Commission (ITC). This is the art tech
project funded by ITC with the largest approved amount. The
two-year “Future Cinema Systems: Next-Generation Art Technologies”
project is being led by Professor Jeffrey SHAW, Chair Professor of
Academy of Visual Arts, and in collaboration with City University of
Hong Kong and Ecole Polytechnique Fédérale de Lausanne (EPFL)
in Switzerland. It is a pioneering attempt to develop and construct a
“Future Cinema System” (FCS), an integrated system for artists and
the creative industries to meet the growing demand for new
interactive immersive forms of cultural experience, as well as
entertainment and education. Home to the world’s first 3D
360-degree LED Visualisation

immersive Cinema and the

180-degree iDome Cinema, the newly established facility provides
innovative platforms for art, theatre, dance, music and entertainment
powered by advanced software and Al engines and creates
embodied post-cinematic immersive experiences that bring people
together to interactively explore and share.
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The University of Hong Kong

HKU’s Dr Shuofeng Yuan has used state-of-the-art disease models
and technologies to identify important targets and directions for
tackling the SARS-CoV-2 virus that causes COVID-19 and other
infectious diseases. Dr Yuan and his collaborators have used their
findings to design new strategies, methods and leads for early and
rapid diagnosis, develop immunisation with live attenuated and
synthetic vaccines, and develop therapeutic treatment targeting
either SARS-CoV-2 or the host. Apart from the academic impact of
Dr Yuan’s work, which has been published widely in renowned
publications such as Nature, Science and The Lancet, his findings
have significant potential to help society manage the threats posed
by emerging infectious diseases. For this work, Dr Yuan was
awarded the HKU Young Innovator Award 2022.
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