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OVERVIEW

The financial year 2025/26 recorded a surplus of $1,600
million ($454 million for 2024/25). This substantial
growth in 2025/26 was primarily driven by significant
investment gains from global equity markets which
benefited from resilient corporate earnings and strong Al
related technology performance. The larger surplus was
also due to the one-off refund of the General and
Development Reserve Fund (“GDRF”) last year. By
excluding the impact of investment return, the University
recorded a deficit of $222 million in 2025/26 compared
to a deficit of $1,042 million in 2024/25.

The University has practised Environmental, Social and
Corporate Governance (“ESG”) investing since 2018.
Currently, the University’s investments’ fossil fuel
exposure is mostly eliminated, and carbon emissions
have come down by 70% since the end of 2021. The
University’s investments had virtually zero exposure to
controversial sectors such as tobacco and weapons.
Through active engagement by the fund managers, the
University aims to influence portfolio companies to align
with the Net Zero objective.

CONSOLIDATED INCOME AND EXPENDITURE

Consolidated income increased by $1,658 million to
$9,052 million in 2025/26 ($7,394 million for 2024/25).
The increase was primarily driven by $456 million surge
in tuition fee income, resulting from the growth in non-
local student intake and enrollments in self-financing
Continuing Professional Education Programs ("CPEP"),
as well as $326 million increase in interest and net
investment income due to the significant gains in the
global equity markets. Furthermore, there was no refund
of GDREF in current year.

Consolidated expenditure increased by $533 million to
$7,468 million ($6,935 million for 2024/25). The
increase was mainly attributable to higher salaries and
benefits costs due to increase in headcounts, as well as
the increase in operating expenses due to the growth in
teaching, learning and research activities.
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SEGMENT RESULTS

Commentaries on operating segments, analysed by UGC-
Funded Activities and non-UGC Funded Activities, are
as follows:

UGC-Funded Activities

UGC-Funded Activities showed a surplus of $62 million
for the year (deficit of $711 million for 2024/25). The
turnaround was primarily driven by increased tuition fee
income and no refund of GDRF in current year. These
positive factors were partially offset by growth in salary
and benefits costs resulting from a rise in headcounts, as
well as higher operating costs linked to the growth in
teaching, learning, and research activities. After
excluding the interest and net investment income of $624
million ($584 million for 2024/25), the underlying result
was a deficit of $562 million (deficit of $1,295 million
for 2024/25).

Non-UGC Funded Activities

Self-Financing Continuing Professional Education
Programs, Research and Other Activities

Self-financing CPEP contributed a surplus of $631
million ($462 million for 2024/25). Research and other
activities contributed a surplus of $454 million ($354
million for 2024/25. In aggregate, the overall surplus of
these operating segments amounted to $1,085 million
($816 million for 2024/25).

Donations Activities

Donations totalling $219 million were recognised as
income for 2025/26 ($183 million for 2024/25). Overall,
this segment showed a surplus of $453 million ($349
million for 2024/25) as contributed by the increase in
investment return. The University has successfully
secured $346 million new pledges in 2025/26 ($299
million in 2024/25).

Non-UGC Reserves

Non-UGC reserve balances reached $12,866 million at
the end of 2025/26 ($11,190 million for 2024/25). The
increase in the reserve balance was mainly contributed by
the afore-stated investment return, self-financing CPEP
and other activities.
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CAPITAL EXPENDITURE

This year marked significant advancements in campus
development, reinforcing our commitment to providing a
world-class environment for teaching, learning, and
research. Several key capital projects have reached
crucial milestones.

The Martin Ka Shing Lee Innovation Building, a new
landmark near the South entrance, has been completed
and is now occupied. This facility will house national
research laboratories and major research initiatives,
enhancing our research capabilities.

The Jockey Club i-Village, providing 1,551 hostel places
for undergraduate students, was also completed with
students moving in during 2025/26 spring term. This has
significantly expanded our on-campus housing capacity
and enhanced our strategic infrastructure, fostering a
vibrant and immersive campus environment that enriches
teaching, learning, and student engagement.

A groundbreaking ceremony was held in April 2026 for
the Medical Education and Research Complex. This will
serve as the principal teaching and research base for the
School of Medicine in its initial phase, offering advanced
facilities to cultivate high-caliber medical and technology
professionals for Hong Kong and the nation.

Ongoing construction continues for two new research
buildings and advanced high-performance computing
facilities. These collective developments underscore our
dedication to fostering an enriching environment that
supports both academic excellence and student well-
being.
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OUTLOOK

2025/26 has been a landmark year for HKUST, marked
by the historic milestone of the HKSAR Government’s
approval in late 2025 to establish the HKUST School of
Medicine (“SMED”). The new School will bolster the
future readiness of the local healthcare system and
advance Hong Kong's position as an international hub for
medical training, research, and innovation.

HKUST continues to uphold its high standards in
education and research, as reflected in its strong
performance in global rankings. In the QS World
University Rankings 2027, the University has risen 11
places to 33rd among the world’s top 50 universities.
This upward trend fuels our continuous growth and
reaffirms our dedication to leveraging our "can-do" spirit
to deliver impactful societal solutions through pioneering
research and teaching.

To foster innovation and entrepreneurship, the University
established the $500 million HKUST Redbird Innovation
Fund (RIF) in 2024. As of 30 June 2026, two Venture
Investment Funds (VIFs), partnered with well-known
venture capital firms, have been established. VIF’s
commitments have successfully attracted funding from
external investors and RAISe+ Scheme. The two VIFs
have collectively raised over $500 million funding, or 5
times of RIF’s commitments, for the University’s startup
companies.

As of 30 June 2026, the University maintained a healthy
reserve of $16.8 billion. The University will continue to
be prudent and flexible in its financial planning, ensuring
that adequate resources are available for future
development. As HKUST approaches its 35th
anniversary in this year, our commitment to world-class
education and research remains strong. We will continue
to drive global impact through research excellence,
internationalization, innovation, and interdisciplinary
approaches, anticipating a future filled with exciting
discoveries and achievements.

Stephen YIU Kin-Wah
Treasurer of the University
30 October 2026
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Income Analysis
2026 2025
HETT HETT
$million % $million %
BURFE B R FEER 3,370 37.3% 2,639 35.7%
Government Subventions and Grants
B~ SRR R H M 2,388 26.4% 1,932 26.1%
Tuition, Programs and Other Fees
FIEFOFHEE A 1,822 20.1% 1,496 20.2%
Interest and Net Investment Income
ANFIEER 219 2.4% 183 2.5%
Donations and Benefactions
R B AR S R AU A 700 7.7% 645 8.8%
Auxiliary Services and Other Income
B IR IEE AT S 553 6.1% 499 6.7%
Transfers from Deferred Capital Funds
9,052 100.0% 7,394 100.0%
[B— : 2025/264FF UL A 53 HT
Figure 1: 2025/26 Income Analysis
m BN E B R K 37.3%
Government Subventions and Grants
mE2E R R HAG 26.4%
"f]‘%% Tuition, Programs and Other Fees
ota u FI SRR AU A 20.1%
Interest and Net Investment Income
9,052 = Sh T 2.4%
Donations and Benefactions
BHEIT = BN R ES Be HAt A 7.7%
$million Auxiliary Services and Other Income
u L H RIS AL 6.1%

Transfers from Deferred Capital Funds
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FINANCIAL HIGHLIGHT 2025-26 (CONT’D)
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Expenditure Analysis

B BRI
Teaching, Learning and Research

B2 R

Teaching and Research

[l &

Library

e

Central Computing Facilities

HA R ER RS

Other Academic Services

B %
Institutional Support
B R —E
Management and General
R FoA R
Premises and Related Expenses
B4 R— IR E IR
Student and General Education Services

HAh EE)
Other Activities

B : 202526 FERIL T
Figure 2: 2025/26 Expenditure Analysis

8
Total

7,468

BHET
$million

2026 2025
HETT HETT
$million % Smillion %
4,716 63.1% 4,370 63.0%
127 1.7% 120 1.7%
176 2.4% 179 2.6%
151 2.0% 148 2.1%
5,170 69.2% 4,817 69.4%
668 8.9% 629 9.1%
1,072 14.5% 1,009 14.6%
518 6.9% 445 6.4%
40 0.5% 35 0.5%
2,298 30.8% 2,118 30.6%
7,468 100.0% 6,935 100.0%
u ER Rt gE 63.1%
Teaching and Research
u 5 EEE 1.7%
Library
B R 2.4%
Central Computing Facilities
u A SRS 2.0%
Other Academic Services
uE R — R 8.9%
Management and General
B R KA R 14.5%
Premises and Related Expenses
w24 N —RBE RS 6.9%
Student and General Education Services
m A ED) 0.5%

Other Activities



CEAVAER G
INDEPENDENT AUDITOR’S REPORT

B BBMEORENES

BAR

AtZEET (LUN RS T3, ) B EBREORE
(LU TREE ) ) RHIEAE (LUT4E T &
FHE ) FIER BN ESHAVSE S B HE » IEFa
P EE 202646 H30H ISR S BE AR
HEZHIEFEGE2HWER - FaEeBik
FgFEHEMENTR > UG - BRERGEBRE
APAIEA A MRS

BER > ZEGEMBRRCRBEE RSt S
AAATHY (EAEM SIS EETAEN]) M ERE S
FHOR BB EL BT o S T S SR 72 2026476
FA30HHISF A IR B R H IR ERISR AR
BRB SR EE -

ERHIERE

HMEMBE B G GHME (EEEER)
HETTHRET © TP UEZ TR TRIBNVRECAEATE
TIZRET S G A B BEORIERV R E ) BT (E
HE—P R - MRS AT BN E AR s e e T
VBB TRIASAAT (FeREatanaE@ral) (B
NERE CAPRL ) o BRMVEILREEE - ZIVTEE
PRI Ay HAD SR IEREEE - TG - FfIpTE
1AV BEEAE 70 e BB & 1 R BRI E TR Rt
FEE -

To : The Council of The Hong Kong University of Science
and Technology

Opinion

We have audited the consolidated financial statements of
The Hong Kong University of Science and Technology (the
“University”) and its subsidiaries (the “Group”) set out on
pages 11 to 65, which comprise the consolidated balance
sheet as at 30 June 2026, the consolidated statements of
comprehensive income, the consolidated statements of
changes in fund balances and the consolidated statement of
cash flows for the year then ended and the notes, comprising
material accounting policy information and other
explanatory information.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of
the Group as at 30 June 2026, and of its consolidated
financial performance and its consolidated cash flows for
the year then ended in accordance with HKFRS Accounting
Standards as issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”) and have been properly
prepared in compliance with the Hong Kong University of
Science and Technology Ordinance ("The HKUST
Ordinance").

Basis for Opinion

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs”) as issued by the
HKICPA. Our responsibilities under those standards are
further described in the Auditor’s Responsibilities for the
Audit of the Consolidated Financial Statements section of
our report. We are independent of the Group in accordance
with the HKICPA’s Code of Ethics for Professional
Accountants (“the Code”), as applicable to audits of
financial statements of public interest entities. We have also
fulfilled our other ethical responsibilities in accordance with
the Code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for
our opinion.
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Information other than the consolidated financial
statements and auditor's report thereon

The Council of the University is responsible for the other
information. The other information comprises the
information included in the treasurer’s report, but does not
include the consolidated financial statements and our
auditor’s report thereon.

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

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we
are required to report that fact. We have nothing to report in
this regard.

Responsibilities of the Council and the Audit Committee
of the University for the Consolidated Financial
Statements

The Council of the University is responsible for the
preparation of the consolidated financial statements that give
a true and fair view in accordance with HKFRS Accounting
Standards issued by the HKICPA and the HKUST
Ordinance, 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.

In preparing the consolidated financial statements, the
Council is responsible for assessing the Group’s ability to
continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern
basis of accounting unless the Council either intends to
liquidate the Group or to cease operations, or has no realistic
alternative but to do so.

The Council is assisted by the Audit Committee in
discharging its responsibilities for overseeing the Group’s
financial reporting process.
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Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our
opinion. We report our opinion solely to you, as a body, in
accordance with the HKUST Ordinance and for no other
purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.
Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with
HKSAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated
financial statements.

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

e Identify and assess the risks of material misstatement of
the consolidated financial statements, whether due to
fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or
the override of internal control.

e  Obtain an understanding of internal control relevant to
the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness
of the Group’s internal control.

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

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

e Plan and perform the group audit to obtain sufficient
appropriate audit evidence regarding the financial
information of the entities or business units within the
Group as a basis for forming an opinion on the group
financial statements. We are responsible for the
direction, supervision and review of the audit work
performed for purposes of the group audit. We remain
solely responsible for our audit opinion.

We communicate with the Audit Committee of the
University regarding, among other matters, the planned
scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that
we identify during our audit.

We also provide the Audit Committee with a statement that
we have complied with relevant ethical requirements
regarding independence and communicate with them all
relationships and other matters that may reasonably be
thought to bear on our independence and, where applicable,
actions taken to eliminate threats or safeguards applied.

The engagement partner on the audit resulting in this
independent auditor’s report is Yau Ngai Lun, Alan
(practising certificate number: P06436).

KPMG
Certified Public Accountants

Hong Kong, 30 October 2026
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BE2026E6 H30H IHEE
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2026

2026 2025
e BHEIT BHET
Notes Smillion $million
WA
Income
BUR & Bh SRk 3.1 3,370 2,639
Government Subventions and Grants
22 IR R HAME 2,388 1,932
Tuition, Programs and Other Fees
FIE AU A 3.2 1,822 1,496
Interest and Net Investment Income
GNFAERR 219 183
Donations and Benefactions
THBAR % B HA A 3.3 700 645
Auxiliary Services and Other Income
TR H IR A AR 18/27.15 553 499
Transfers from Deferred Capital Funds
9,052 7,394
B 35
Expenditure

B~ BRI
Teaching, Learning and Research

HERRIATE 4,716 4,370
Teaching and Research

HtE 127 120
Library
LB 176 179
Central Computing Facilities
FAth 2 2R AR TS 151 148
Other Academic Services
5,170 4,817
R 4%
Institutional Support
(e E S 668 629
Management and General
s AR 1,072 1,009
Premises and Related Expenses
B fe— BB IR 518 445
Student and General Education Services
FAtr s 40 35
Other Activities
2,298 2,118
7,468 6,935
TR 1,584 459

Surplus from operation for the year

11
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BE2026E6 H30H IHEE
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (CONT’D)
FOR THE YEAR ENDED 30 JUNE 2026

Share of Results of the Associates

R ERRRI AR

Surplus for the year before tax

HiH

Tax

REERR AR

Surplus for the year after tax

ERZHA2HERE

Other comprehensive income for the year

HARSHER Z AR I SCHITHRE

Item that may be reclassified subsequently to income and

expenditure:

HNIEHATE Z 728

Exchange differences arising from translation

A EEER BB SCITHE -

Item that will not be reclassified to income and expenditure:

HOANHEEE B AAM 2 HU Y RIS R

Z &R

Unrealised gain on equity securities at fair value
through other comprehensive income

FERRE KRR

Total comprehensive income for the year

gz (8):
Transfers to / (from):
BEGES
UGC Funds

PR AR
Restricted Funds

HAh e
Other Funds

12

2026 2025
FeaE BHETT BHET
Notes Smillion $million
11 12 4)
1,596 455
5 4 )]
1,600 454
27.19(b) 13 5
13 5
125 22
138 27
1,738 481
62 (711)
226 180
1,450 1,012
1,738 481




SEBEARR

202656 H30H
CONSOLIDATED BALANCE SHEET
AS AT 30 JUNE 2026
2026 2025
(i BET BET
Notes $million $million
JERBIEE
Non-Current Assets
YISt ~ WS Rt 6 10,025 8,704
Property, Plant and Equipment
Bt cE S 7 0 0
Investment Property
&R 8 21 18
Intangible Assets
(MR 9 189 204
Right-of-use Assets
AN EE S EA R Y I B & 10 1,072 919
Financial Assets at Fair Value through Other Comprehensive Income
A HEEBICGEIR B & E 10 2,429 12,384
Financial Assets at Fair Value through Income and Expenditure
S =Nl 11 121 128
Interest in Associates
RAERIHE 4 0
Deferred Tax Assets
JFE H A =8 A 2 E 13 0 44
Bank Deposits with Original Maturity over Three Months
13,861 22,401
RETEE
Current Assets
A HEEBICGEIR B & E 10 11,690 0
Financial Assets at Fair Value through Income and Expenditure
tre 3 !
Inventories
FEWHRRR R PR ROH 12 751 953
Accounts Receivable and Prepayments
JFE H A =8 A 2 E 13 775 2,422
Bank Deposits with Original Maturity over Three Months
R R EFHR S 13 1,750 1,118
Cash and Cash Equivalents
14,969 4,494
RENEE
Current Liabilities
FEM R R MR 2 14 1,899 2,239
Accounts Payable and Accruals
HE&RH 9 51 34
Lease Liabilities
st 15 229 228
Provision for Staff Benefits
HRTER 16 10 0
Bank Loan
PRIEU 7S 17 2,226 2,121
Deferred Income
4,415 4,622
RETEE / (A BME 10,554 (128)
Net Current Assets / (Liabilities)
BEEGERREAR 24,415 22,273

Total Assets Less Current Liabilities

13
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Non-Current Liabilities

JERTTRRR R e R 2

Accounts Payable and Accruals
THEAME

Lease Liabilities

Bk BRI

Provision for Staff Benefits

HRITERK
Bank Loan

PRI 2t
Deferred Income

RIEE RIS
Deferred Capital Funds

HEME
NET ASSETS

BEEES
UGC Funds

[l
Restricted Funds

HA S
Other Funds

HEE
TOTAL FUNDS

R E 712026510 H 30 HAZ AR Bk
Approved by the Council on 30 October 2026

g
REEE]EE
Stephen YIU Kin-Wah

SEREAER (8

20265E£6 H30H
CONSOLIDATED BALANCE SHEET (CONT’D)
AS AT 30 JUNE 2026
2026 2025
i BHET =t
Notes $million $million

14 168 131

9 147 177

15 58 46

16 159 0

17 413 549

18 6,624 6,262

7,569 7,165

16,846 15,108

19 3,980 3918

19 2,600 2,364

19 10,266 8,826

16,846 15,108

BERA HFE A
B& BlfcE (7D
Nancy IP Yuk-Yu TAM Kar-Yan
President Vice-President for

Treasurer of the University

14
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BE20265E6 H30H (LR

CONSOLIDATED STATEMENT OF CHANGES IN FUND BALANCES
FOR THE YEAR ENDED 30 JUNE 2026

20247 H 1 H 2 &tk
Balance as at 1 July 2024

FENEE (E8) /s

Total comprehensive (loss) / income for the year

KRR (1R / B
(Deficit)/ Surplus for the year after tax

Hitre=m (st /s

Other comprehensive (loss) / income

N HEE R R 2 U s YRR A SE 25 R BB 2 B A
Unrealised gain on equity securities at fair value through
other comprehensive income

SN A2

Exchange differences arising from translation

AR
Inter-fund transfer

20254E6 F30 H K20254E7 B 1 H > 4568
Balance as at 30 June 2025 and 1 July 2025

AR

Total comprehensive income for the year

REEFERUR B bR

Surplus for the year after tax

HoAtr s

Other comprehensive income

A B BB A A TG IRV RE B 5 R B Bl
Unrealised gain on equity securities at fair value through
other comprehensive income

SN R A2

Exchange differences arising from translation
H
Inter-fund transfer

2026476 H30H Z 4565
Balance as at 30 June 2026

15

PRI
BEEEE Restricted HirEs B
UGC Funds Funds Other Funds Total Funds
BHET BET BET BHETT
$million $million $million $million

(FfEE19) (FfFEE19) (FfF&E19)
(Note 19) (Note 19) (Note 19)

4,629 2,120 7,878 14,627

(711) 180 985 454

0 0 22 22

0 0 5 5

(711) 180 1,012 481

0 64 (64) 0

3,918 2,364 8,826 15,108

62 226 1,312 1,600

0 0 125 125

0 0 13 13

62 226 1,450 1,738

0 10 (10) 0

3,980 2,600 10,266 16,346
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CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2026

BEEECHESRE

Cash Flows from Operating Activities

IRAEFERTAI B b
Surplus for the year before tax

Adjustments for:

ITEE R eSS
Depreciation and amortisation
HE AR RERA

Finance cost of lease liabilities

LI ~ PSRk Z IRk

Loss on disposal of Property, Plant and Equipment

FRFIFHEAEWA

Interest and net investment income

SATERFIE S

Interest expense for bank loan

Firidili s A SISO 2L 4R
Share of results of associates

TS IR IE R A

Transfers from deferred capital funds

Rl FERZ BB~ BB A

Operating cash flow before movements in working capital

FEZH

Increase in inventories

JEBHRFA R TR RIAZ BV 1 (3D

Decrease / (Increase) in accounts receivable and prepayments

JEAMRR R T B 2GR /30

(Decrease) / Increase in accounts payable and accruals

W zE . BV /3

(Decrease) / Increase in deferred income

HU SRR 0

Increase in provision for staff benefits

BEES S CRdD /HA

Cash (Used in) / Generated from Operating Activities

ST BTG R

China corporate income tax paid

BB
Hong Kong profits tax paid

BEEISHS CRdD /FA

Net Cash (Used in) / Generated from Operating Activities

2026 2025
BHEIT HEITT
$million $million
1,596 455
748 662
11 8
0 4
(1,822) (1,496)
3 0
(12) 4
(553) (499)
(29) (862)
2) 0
191 (159)
(605) 1,088
(14) 126
13 41
(446) 234
Q)] 1
0 0
(447) 233
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EZE2026££6 H30H IR

CONSOLIDATED STATEMENT OF CASH FLOWS (CONT’D)

FOR THE YEAR ENDED 30 JUNE 2026

BREESBESRE

Cash Flows from Investing Activities

IERYISE ~ T Tk e

Payment for purchase of property, plant and equipment

Y © SRR TR

Proceeds from sale of property, plant and equipment

RS A
Payment for purchase of intangible assets

JFEI E@ =8 A Z ez meb 1 (e

Decrease / (Increase) in bank deposits with original maturity over three months

MEE A THERAHAM T IR B R E

Purchase of financial assets at fair value through other comprehensive income

SRR A T EE B GUR B &

Purchase of financial assets at fair value through income and expenditure

FBEATIES

Capital injection to an associate

A HEEE A 2B RS IR B A REATE Z SEEU A

Proceeds from redemption of financial assets at fair value through other

comprehensive income

MR A PHEE BRI ERE Z A

Proceeds from sale of financial assets at fair value through income and

expenditure

EWECZ FILE A EIA

Interest and investment income received

BEEEFHEERA / CRE)
Net Cash Generated from / (Used in) Investing Activities

BEESBSRE

Cash Flows from Financing Activities

FHLAREEISE ~ W25 B ak if ST BE 2 3B Rk R

Subventions and grants and donations received for purchase of property,

plant and equipment and intangible assets

HUTEGRTSROH
Proceeds from bank loan

R TERK
Repayment of bank loan
SATHEER
Payment of lease liabilities
SRAT RIS
Interest expense for bank loan
Net Cash Generated from Financing Activities

BlS RE FB S SR

Net Increase in Cash and Cash Equivalents

FHZHEREFHE
Cash and Cash Equivalents at the Beginning of the Year

ErnSw o pE
Effect of Foreign Exchange Rate Changes

FRZBSRERRE
Cash and Cash Equivalents at the End of the Year
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2026 2025
BHET HET
$million $million
(1,710 (1,138)
0 1
(12) an
1,701 (608)
(13) (15)
(2,196) (1,184)
27 (50)
33 22
2,209 1,676
86 105
71 (1,202)
894 1,016
177 0
®) 0
(55) (28)
3) 0
1,005 988
629 19
1,118 1,100
3 )
1,750 1,118
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

— R

EAPHRE A B BRREMS (F&E
P ——VU—%) TERIL > KT
NEE > BUR(RHEERE R BT - MR RIAEER Tt
Ft ~ WIFEAEBE THIILAES - DU B SEAT
THARESE - RENIEL S EZEE)
R HAMRIREES I 24 79 -

KA R R TR B T K

G ETTEHRLETE R - BTN A A
SN - AR 2026410 A0 %
SeBE S SRS ERTI -

GEWVBERE BT ARG A G 2T
BB EEt R > B E B
HENEEIHIRCA D #ES | ( TR EEES]
) Dk BEaEyZRY (" #HEg ) ‘bt
FRHIREERAER (TR ) PR -

PRLAT &I A-FHEYIRIN > &rEBHRER Ty
HERF RS BRI S AT A R -

— BAHEEBBCGEORZ B EE

— BAHEHEBHMEEREY IR E
E
TS BB B RS G T AR SR S I B
RREEAE TR GSHEE > IIREEH
[ S B & 5 R A A 2 P L -
AR e e FEE B B o s FEE AR R PP les > S
SR A5 e T 7R B e R il S e

» ERHTEE 26 -

REZ B BRESINREL -

1.
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GENERAL INFORMATION

The Hong Kong University of Science and Technology is
incorporated under The Hong Kong University of Science
and Technology Ordinance (Chapter 1141, Laws of Hong
Kong) as a technological university dedicated to the
advancement of learning and scholarship, with special
emphasis on research, postgraduate education, and close
collaboration with business and industry. The principal
activities and other particulars of the University’s
subsidiaries are set out in Note 24.

The University’s registered address and principal place of
operation is Clear Water Bay, Hong Kong.

These consolidated financial statements are presented in
Hong Kong dollars (“HKD”), which is the Group’s
presentation currency. These consolidated financial
statements were approved for issue by the Council on 30
October 2026.

BASIS OF PREPARATION

The consolidated financial statements have been prepared
in accordance with HKFRS Accounting Standards issued
by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”), Cost Allocation Guidelines for
UGC funded and non-UGC funded Activities (“the
Guidelines”), and the Statement of Recommended
Practice (“SORP”) for institutions funded by the
University Grants Committee (“UGC”) in Hong Kong.

The consolidated financial statements have been prepared
on a going concern basis under the historical cost
convention, except for the following assets which are
stated at fair value:

— financial assets at fair value through income and
expenditure

— financial assets at fair value other

comprehensive income

through

The preparation of consolidated financial statements in
conformity with HKFRS Accounting Standards requires
the use of certain critical accounting estimates. It also
requires management to exercise its judgement in the
process of applying the Group’s accounting policies. The
areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are
significant to the consolidated financial statements, are
disclosed in Note 26.

Financial statements for the University have been
prepared separately.
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INCOME AND EXPENDITURE BY SEGMENT

(a) EREFFCE ERR)

Consolidated Segment Income and Expenditure (By function)

WA

Income

BUN BB B (It 3.1)

Government subventions and grants (Note 3.1)

B2~ SRR R A

Tuition, programs and other fees

FIEROFREAUA (k3.2

Interest and net investment income (Note 3.2)

HPFHERK

Donations and benefactions

BN IRAS F HAMA (FifaE 3.3)

Auxiliary services and other income (Note 3.3)

TR B RIS A
Transfers from deferred capital funds

B (BfE 3.5)
Expenditure (Note 3.5)

BB - BT RASE
Teaching, Learning and Research

BT

Teaching and research
& aE

Library

PR

Central computing facilities
HAEER RS
Other academic services
BEEEE
Institutional Support
BRI

Management and general

e R

Premises and related expenses

B R —REE IR

Student and general education services

HoAthrEB
Other activities

REERERS (FR)

Surplus / (Deficit) from operation for the year

el e A SRR e
Share of result of an associate

ez
Tax

FEEERRER (R
Surplus / (Deficit) for the year after tax

AEERRES (FBR) BE2/(8):

Surplus / (Deficit) for the year after tax transferred to / (from):

BA e
UGC Funds

PRI S
Restricted Funds

HA B S
Other Funds

2026 2025
STEEZ S
BEY XM BEY XSS
RENEE) Inter-segment HEEE) Inter-segment
UGC-Funded IERBGEENED Transaction Rt UGC-Funded IERBGEENED Transaction SRt
Activities Non-UGC Funded Activities Elimination Net Total Activities Non-UGC Funded Activities Elimination Net Total
BREEZ R BREEZFHE
EBEFEER oSS FSHROEE) HAtryEs) EBBEER RS FrSRSE) HAtERy
Self-financing Research Donation Other INEF Self-financing Research Donation Other INE
CPEP Activities Activities Activities Activities Sub-total CPEP Activities Activities Activities Activities Sub-total
HET HET L HET HET HET HET HET HETT HET HHET HET BHETT HET HET L
$million $million $million $million $million $million $million $million $million $million $million $million $million $million $million $million
Gb ()
(Note) (Note)

3,192 1 42 0 135 178 0 3,370 2,369 0 60 0 210 270 0 2,639
998 1,390 0 0 0 1,390 0 2,388 837 1,095 0 0 0 1,095 0 1,932
624 10 0 522 666 1,198 0 1,822 584 19 0 412 481 912 0 1,496
0 0 0 219 0 219 0 219 0 0 0 183 0 183 0 183
202 23 181 5 397 606 (108) 700 203 21 154 3 410 588 (146) 645
417 0 13 123 0 136 0 553 364 0 17 118 0 135 0 499
5,433 1,424 236 869 1,198 3,727 (108) 9,052 4,357 1,135 231 716 1,101 3,183 (146) 7,394
3,518 640 251 216 180 1,287 (89) 4,716 3,351 537 235 169 160 1,101 (82) 4,370
100 26 0 1 0 27 0 127 96 24 0 0 0 24 0 120
158 16 2 0 0 18 0 176 163 15 1 0 0 16 0 179
125 2 2 7 16 27 [€)] 151 125 1 1 4 18 24 [¢)] 148
425 38 4 42 172 256 (13) 668 380 31 2 45 228 306 (57) 629
802 54 11 108 97 270 0 1,072 753 50 6 116 84 256 0 1,009
243 17 0 42 221 280 %) 518 200 15 0 33 203 251 6) 445
0 0 0 0 40 40 0 40 0 0 0 0 35 35 0 35
5,371 793 270 416 726 2,205 (108) 7,468 5,068 673 245 367 728 2,013 (146) 6,935
62 631 (34) 453 472 1,522 0 1,584 (711) 462 (14) 349 373 1,170 0 459
0 0 0 0 12 12 0 12 0 0 0 0 4) “4) 0 4)
0 0 0 4 4 0 4 0 0 0 0 (1) 1) 0 1)
62 631 34) 453 488 1,538 0 1,600 (711) 462 (14) 349 368 1,165 0 454
62 0 0 0 0 0 0 62 (711) 0 0 0 0 0 0 (711)
0 0 0 226 0 226 0 226 0 0 0 180 0 180 0 180
0 631 34) 227 488 1,312 0 1,312 0 462 (14) 169 368 985 0 985
62 631 (34) 453 488 1,538 0 1,600 (711) 462 (14) 349 368 1,165 0 454
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INCOME AND EXPENDITURE BY SEGMENT (CONT’D)

(b)  SREDERE GRERHER)

Consolidated Segment Expenditure (By accounting nature)

2026 2025
SYEHEZ STEEZ
yEg RS sEY R
EES Inter-segment HKEhES Inter-segment
UGC-Funded JEBEE & EE) Transaction SREEE UGC-Funded JEBEE & EE) Transaction SPeEst
Activities Non-UGC Funded Activities Elimination Net Total Activities Non-UGC Funded Activities Elimination Net Total
BRRBEZHE ARG FE
EEBEED FHEFES) FreREE HAES) EEBEER RIGHES) FreHsEE FAES
Self-financing Research Donation Other JNE Self-financing Research Donation Other et
CPEP Activities Activities Activities Activities Sub-total CPEP Activities Activities Activities Activities Sub-total
HET BT BET HET BET BET BET BET BET BET BHET BET HET HET BT BET
$million $million $million $million $million $million $million $million $million $million $million $million $million $million $million $million
() ()
(Note) (Note)

FsZ (BEE3.5)
Expenditure (Note 3.5)

F eyl 3,056 453 107 74 175 809 0 3,865 2,970 395 91 63 157 706 0 3,676

Salaries and benefits

Hofh S 1,885 301 139 185 453 1,078 (108) 2,855 1,730 242 129 145 497 1,013 (146) 2,597

Other operating expenses

HTEE RS 430 39 24 157 98 318 0 748 368 36 25 159 74 294 0 662

Depreciation and amortisation
e 5,371 793 270 416 726 2,205 (108) 7,468 5,068 673 245 367 728 2,013 (146) 6,935
Total Expenditure
Wit - 7 EEZ R G T H AT e BT -
Note: Inter-segment transactions mainly included internal rental transactions.
V7 o HIHEHRE IR T E A B AT R R 5t 212 B B T A A8 B ) ZHLE T -

Remarks: Disclosures regarding segment reporting are included as a requirement of the Statement of Recommended Practice for the UGC-Funded Institutions and are not designed to fully comply with the requirements of HKFRS 8 “Operating Segments”.

o HEOELIIHEERL ZHIE T BIET ( LT RIE5, )
Cost Allocation Guidelines for UGC-funded and non-UGC-funded activities (“the Guidelines”)

SRR AR RG] ) T BT

The Group follows the Guidelines issued by the UGC to allocate their costs, which is summarised as follows:

— UEE S T2 BRI R AR BT T LV FF - T A e s

There should be no hidden subsidy to avoid dilution of UGC-funded resources and unfair competition with the private sector;

— A EZ P E EBA B % S0 5B £ R IE -

All direct costs which can be separately attributable to specific activities should be fully taken up and borne by such activities;

— BT BB E TR TR T AT ~ (TR IR » AP FHZ0B B - RIE TR BT ) PRI IR VR E G A S A -

All indirect costs, such as centrally provided facilities, administrative and support services, which cannot be separately attributable to specific activities, are allocated as shared costs to UGC and non-UGC segments based on cost allocation methodologies set out in the Guidelines.

20
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BUN BB B
GOVERNMENT SUBVENTIONS AND GRANTS

2026 2025
HET HET
$million $million

BAGRECHRR - 4 2,415 2,488
UGC recurrent block grant, gross
AR R R ARE (M ) - (827)
Less: Refund of General and Development Reserve Fund (Note a)
BOAGREEHER - FE (3 17) 2,415 1,661
UGC recurrent block grant, net (Note 17)
PEEGRER (I 17) 451 397
UGC earmarked grants (Note 17)
BUNARAt R EREC (I 17) 406 486
Earmarked grants from government agencies (Note 17)
BesHT O A BUT ARG (L b) 17 9
Matching grants and other government subsidies (Note b)
BFFERCEHEERR (BRFEE 17) 33 38
Research matching grants (Note 17)
piss=ban S UriEl 48 48
Rates and government rent refunds

3,370 2,639
ML :
Notes :

(a)  BEE20255F6 30 H 1L/ FE BB R w2 AR GS BB F BT (6 — T AN E N 1-EIrii b - BETEF 5%
FHTEEL(a) -
For the year ended 30 June 2025, the amounts of UGC recurrent block grant has been reduced by the refund of $826.6 million
to the HKSAR Government. Details of the refund are set out in Note 19(a).

(B)  FEEN BRI FEE GBI FEIHE (20254 - fF) -
No matching grants were launched by the government for UGC funded activities during the year (2025: Nil).

FR PR ERA
INTEREST AND NET INVESTMENT INCOME
2026 2025
HETT HETT
$million $million

FIEHA 72 112
Interest income
BN PEEBUCGEIR B R EZ A HEES) () 1,748 1,383
Change in fair value of financial assets at fair value through income and expenditure (Note)
F N HEE B A YR I A 2 A 2 1
Investment income on financial assets at fair value through other comprehensive income

1,822 1,496

Wizt R EECER RCEH 55 - IR N2 ERE -

Note : Amounts included realised / unrealised gain or loss and before deduction of fund management fee.

TR AR B A
AUXILIARY SERVICES AND OTHER INCOME

2026 2025
BHET HET
$million $million

G4 158 138
Research contracts
AR 192 181
Student hostels
FHEUA 32 28
Rental income
P ESETZ e 56 55
Rental contribution from staff
Bl ~ T H U A R EAt B 110 94
Services fees, workshop income and other sponsorships
HE" (M 17) 110 99
Project sponsorships (Note 17)
FEFHTA 42 50
Miscellaneous

700 645

21



34

Lhesvag |
DISAGGREGATION OF REVENUE

2026
HE &G
Revenue from contracts with customers
FAHE— R HERT R R AR E HA AR A HaEn
recognised at a recognised over Revenue from Total
point in time time other sources
HETT HETT HETT HETT
$million $million $million $million
BUNE B R 3K 0 0 3,370 3,370
Government subventions and grants
B IR R H MG E 0 2,388 0 2,388
Tuition, programs and other fees
FEBOFHEEUA 0 0 1,822 1,822
Interest and net investment income
P iz 0 0 219 219
Donations and benefactions
EBh AR e B A 49 276 375 700
Auxiliary services and other income
S E IR AE A AL 0 0 553 553
Transfers from deferred capital funds
49 2,664 6,339 9,052
2025
HE &G
Revenue from contracts with customers
FAFE— IR HERT R R AR E HA AR A HaEn
recognised at a recognised over Revenue from Total
point in time time other sources
HETT HETT HETT HETT
$million $million $million $million
BUNE B R 3K 0 0 2,639 2,639
Government subventions and grants
B IR R H MG E 0 1,932 0 1,932
Tuition, programs and other fees
FEBOFHEEUA 0 0 1,496 1,496
Interest and net investment income
P ei= i 0 0 183 183
Donations and benefactions
FBh AR e B A 45 193 407 645
Auxiliary services and other income
S E R AE A AL 0 0 499 499
Transfers from deferred capital funds
45 2,125 5204 7,394
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X
EXPENDITURE

£EF / Year 2026
BE - BRI

Teaching, Learning and Research
BER RIS
Teaching and research
B 8
Library
rho R (A
Central computing facilities
HoABER AR
Other academic services
/et
Sub-total
BHR
Institutional Support
Y E S
Management and general
& RARE A
Premises and related expenses
B KB E RS
Student and general education services
HAES)
Other activities
/et
Sub-total
HERHSZ

Total Expenditure

£EF / Year 2025
BE - BRI

Teaching, Learning and Research
BER RIS
Teaching and research
e
Library
rho R (A
Central computing facilities
HoABERAR
Other academic services
/et
Sub-total
BHR
Institutional Support
B R
Management and general
& RARE A
Premises and related expenses
B R — B E RS
Student and general education services
HAES)
Other activities
/et
Sub-total
HERHSZ

Total Expenditure

Hre B A B R SR R SUE OB R St BIFT S (2 B B — TN E BT (20254 1 ZfR—T2HEIT) ©

Hetr BB PR
B BARA Other Depreciation
Salaries and Operating and st
Benefits Expenses Amortisation Total
BET BEIT BEIT BET
$million $million $million $million
2914 1,509 293 4,716
64 63 0 127
92 57 27 176
109 41 1 151
3,179 1,670 321 5,170
362 279 27 668
213 462 397 1,072
109 406 3 518
2 38 0 40
686 1,185 427 2,298
3,865 2,855 748 7,468
2,763 1,338 269 4,370
61 58 1 120
89 64 26 179
108 39 1 148
3,021 1,499 297 4,817
338 280 11 629
207 451 351 1,009
109 333 3 445
1 34 0 35
655 1,098 365 2,118
3,676 2,597 662 6,935

Included in salaries and benefits are the Group’s contributions towards defined contribution retirement benefits schemes totalling $216 million (2025: $212

million).
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A B TR
REMUNERATION OF HIGHER PAID STAFF

BTHH

Number of Employees

2026 2025
FHEE
Annual Equivalent Remuneration
HKS 1,800,001 - 1,950,000 60 60
HKS 1,950,001 - 2,100,000 60 58
HKS 2,100,001 - 2,250,000 43 47
HKS 2,250,001 - 2,400,000 48 61
HKS 2,400,001 - 2,550,000 57 47
HKS 2,550,001 - 2,700,000 30 26
HKS 2,700,001 - 2,850,000 33 29
HKS 2,850,001 - 3,000,000 20 16
HKS 3,000,001 - 3,150,000 18 15
HKS 3,150,001 - 3,300,000 16 12
HKS$ 3,300,001 - 3,450,000 14 14
HKS 3,450,001 - 3,600,000 5 8
HKS 3,600,001 - 3,750,000 8
HKS 3,750,001 - 3,900,000 12 3
HKS 3,900,001 - 4,050,000 7 10
HKS 4,050,001 - 4,200,000 5 5
HKS 4,200,001 - 4,350,000 2 3
HKS 4,350,001 - 4,500,000 5 6
HKS 4,500,001 - 4,650,000 1 3
HKS 4,650,001 - 4,800,000 2 0
HKS 4,800,001 - 4,950,000 1 2
HKS 4,950,001 - 5,100,000 1 1
HKS 5,100,001 - 5,250,000 0 2
HKS 5,250,001 - 5,400,000 2 0
HKS 5,400,001 - 5,550,000 3 2
HKS 5,550,001 - 5,700,000 0 2
HKS 5,700,001 - 5,850,000 2 0
HKS 5,850,001 - 6,000,000 1 1
HKS 7,350,001 - 7,500,000 1 1

FrEEERL ~ ZHNE ~ BIRESEIH - EEPT T ZREET ~ [ZEREMFR - EAESE
Hig®d B E R BB I T BB AT 1 (B Z P E e e < SR A AR (E 7 5
Remuneration includes salaries, gratuities, contributions to retirement schemes, consultancy fees paid by
the Group, housing and other benefits. For staff who are provided with quarters, their housing benefits are
calculated by reference to the rateable values assessed by the Rating and Valuation Department of the
Government of The Hong Kong Special Administrative Region.
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HR
TAX

SR e RNEIFTER R

Income tax in the consolidated statement of comprehensive income represents:

2026 2025
BHETT HET
$million $million

RIS 0 1
Hong Kong profits tax
o B ZEFTEA “) 0
China corporate income tax

“4) 1

REFFERIE (RUHBHRET) 56 88 iR L HUESER T - BRI AR TR (R L -
No tax is provided for operations of the University that meet the exemption criteria under Section 88 of the
Inland Revenue Ordinance.

EEOEBIBA T E SIS ETR R TR - ERINBATLI16.5% (20255 1 16.5%) BIMHRGTRES
FSHR - SRy BT S A 517 54% T B TR S A BRI DR R 3 -

Hong Kong subsidiaries of the Group are subject to Hong Kong profits tax. The provision for Hong Kong profits
tax is calculated at 16.5% (2025: 16.5%) of the estimated assessable profits of these subsidiaries for the year.
Tax for the PRC subsidiaries of the Group is charged at the appropriate prevailing rates of tax in the PRC.

& B R A T RE AR IE R A A T AR H 4+ SEEA MERD IR AR A » AR E 2 B 8 S B R T
T RERTAE E R =T /\BH LT85T (20254 : T —HA ) - HRKE BHEHRS—E T8 ="
BT (20254 0 NTHESETT) © ZEPEIE L SRR ZP 52203 VERTHIRZ0H] -

Deferred income tax assets are recognised for tax losses carried forward to the extent that the realisation of the
related tax benefit through future taxable profits is probable. The PRC subsidiaries of the Group have not
recognised deferred income tax assets of approximately $28.9 million (2025: $21.5 million) in respect of
cumulative losses amounting to approximately $112.3 million (2025: $85.0 million). The tax losses for the PRC
subsidiaries will expire on various dates up to 2031.
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YI5E - BRI

PROPERTY, PLANT AND EQUIPMENT

523
COST

20244E7H 1 H 2 G565
Balance as at 1 July 2024

NE
Additions

Ldi

Transfers

ek

Disposals

PEE SO ZE

Exchange translation difference

202546 H30H K 7H 1 H 2 &tk
Balance as at 30 June and 1 July 2025

NE
Additions

[t

Transfers

i

Disposals

Ve 7240

Exchange translation difference

2026476 430 H 2 &tk
Balance as at 30 June 2026

REWTE
ACCUMULATED DEPRECIATION

202447 1 H Z 4568
Balance as at 1 July 2024

R TS
Charge for the year
TR

Disposals

2025426 H30H K 7H 1 H 2 456k
Balance as at 30 June and 1 July 2025

AR ITE

Charge for the year

ek

Disposals

PEE SO A2

Exchange translation difference

20264£6 H30 H 2 456k
Balance as at 30 June 2026

SREDP(E
NET BOOK VALUE

2026476 430 H 2 &tk
Balance as at 30 June 2026

202546 H30 H 2 456k
Balance as at 30 June 2025

i ERTREEEAMCETHRA/EET (2025 & @ ZHET) -

BPEE - R
B R RS
Building
improvements,
ERTE major LEVES
= Construction equipment and Fixtures and 4Bt
Buildings in progress services systems equipment Total
BHET HHEITL BET HET HEIL
$million $million $million $million $million
(GE)
(Note)

7,211 1,497 2,456 3,140 14,304
0 883 8 339 1,230
1,016 (1,566) 525 25 0
0 0 @®) (107) (115)
1 0 0 2 3
8,228 814 2,981 3,399 15,422
556 1,211 10 233 2,010
409 (752) 343 0 0
0 0 0 (132) (132)
6 0 1 12 19
9,199 1,273 3,335 3,512 17,319
3,231 0 592 2,379 6,202
150 0 145 331 626
0 0 @) (106) (110)
3,381 0 733 2,604 6,718
178 0 170 345 693
0 0 0 (132) (132)
2 0 3 10 15
3,561 0 906 2,827 7,294
5,638 1,273 2,429 685 10,025
4,847 814 2,248 795 8,704

Note: Construction in progress includes capitalisation of staff cost of $8 million (2025: $2 million).
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I3k ~ Mees bt (80
PROPERTY, PLANT AND EQUIPMENT (CONT’D)

RERCEBEERPERLASTAEZ 13 EER TR ( T EEFERN, ) #HREHe
REITA 220476 H30H 11 - RERETH EAUERSOFETHITE -

The University campus is situated on approximately 60 hectares of land in Sai Kung under lease from the
Government of The Hong Kong Special Administrative Region (“HKSAR”) at a nominal rent for 58 years
through 30 June 2047. The campus buildings are depreciated on a straight-line basis over 50 years.

FYIHBUT S B S T R EH R @ A =B REANTERES (R AIRAE RISt
TUH =PIk S E AR SR 2 Y - R 4E - 220576 H 28 H Ik - 3% ST R T

KPEHETRITES -

A piece of land situated at Shenzhen of approximately 7,437 square metres was granted at a nominal amount
to HKUST R&D Corporation (Shenzhen) Limited, a subsidiary of the Group, by the Shenzhen Municipal
Government for the construction of an Industry-Education-Research base for 50 years through 28 June 2057.
The respective building is depreciated over the remaining lease term.

AR EBUFE SRR G T RE B AL R IR =T U E L5 R Z Lt R Bl — R B g
A RIATLAA » 220624F12H20H 1F o 2SR H AN ETRSOF ST 5T ES -

A piece of land situated in Tseung Kwan O of approximately 3,490 square metres was granted to the
University by the Government of the HKSAR at a nominal rent for the construction of a student hostel for a
lease of 50 years up to 20 December 2062. The respective building is depreciated on a straight-line basis
over 50 years.

PLEZW3E ~ e R =LA ST AR IRITEE A0 T

The above items of property, plant and equipment are depreciated over their estimated useful lives as follows:

MEFEHE ~ RIS Rt thi 250 20 ERH BRI - DAROE & Rt

Building improvements, major equipment and services systems Shorter of 20 years or the lease term

R Bt THH ARSI A-4F - DI Ryt

Fixtures and equipment Shorter of the projects lives or 4-10
years

BEAYIE
INVESTMENT PROPERTY

REHWEEYZRALNEE » BRI - Wi E E A AR P USEGHTIR - 12202656 H30H
C EFAEBEETT R (A28 ] bhB e &Y T AR A BRSSP 07 RIB ) AR A EYER A
RAEELI R/ \EETT (20255 © fi8) - LA REEAREEN (FEGREEA]D) $139% - T AnHEE
HYETE , PRTERIA REESHIEIEE2AR -

The University’s investment property was located in Hong Kong, which was originated from gifts and
recorded at nominal value in the consolidated balance sheet. As at 30 June 2026, the fair value of the
University’s investment property was approximately $8 million (2025: Nil), which was determined using
market comparison approach by referencing to recent sales price of comparable properties on a price per
square foot using market data which is publicly available. The fair value measurement falls under level 2 in
the fair value hierarchy as defined in HKFRS 13, Fair value measurement .
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INTANGIBLE ASSETS

A
COST

202447 H 1 H 2 4565
Balance as at 1 July 2024

NE
Additions
UL

Disposals

202556 30H 7R 1H Z 456k
Balance as at 30 June and 1 July 2025

NE
Additions
SRR
Disposals

202656 H30H 2 456k
Balance as at 30 June 2026

]
AMORTISATION

20245 TH 1 H 2 456k
Balance as at 1 July 2024

AT

Amortisation charge for the year

054

Disposals

202556 30H 7R 1H Z 456k
Balance as at 30 June and 1 July 2025

AT

Amortisation charge for the year
054
Disposals

202656 H30H 2 456k
Balance as at 30 June 2026

HRTEME
NET BOOK VALUE

202656 H30H 2 456k
Balance as at 30 June 2026

20256 H30H 2 456k
Balance as at 30 June 2025

BRI A HANE AR 25%5T Y -

Computer software is amortised on a straight-line basis at 25% per annum.
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b

Computer software

HET

$million

149

11

(6)

154

12

@

164

134

(6)

136

@

143

21

18




HE

LEASES

2026 2025
BET BHET

$million $million

EAEEE
Right-of-use assets

=2

189 204

Buildings

HEAM

Lease liabilities

SRENTH S A 51 34

Current lease liabilities

IEREHEEE 147 177

Non-current lease liabilities

198 211

A S Z (EREE R =T NEET (20254 @ —E=THtH&TT) -
Additions to the right-to-use assets for the year ended 30 June 2026 were $36 million (2025: $137 million).

HERFEFEELETTRA R BB -

The lease liabilities are mainly denominated in Hong Kong dollars or Renminbi.

PA&F & S e R HERR A RATH EHY £ 8

Amounts related to leases recognised in the consolidated statement of comprehensive income

reg 46 28
Depreciation
RIE A 11 8
Finance cost

AR IH BB 8 12

Expenses relating to short-term leases

65 48

SR Ry R AR BE S K0T H AR

The Group’s leasing activities as lessees and how these are accounted for

EETHAARYEE - G —Rh— E2 AR EERN - AL E GEE SR RIRIE RAH B HIRIEEEE - 2B S5
YR H R R SR E G TR R - T RIS - W ERER R R - THE ek s B (245 - P
BEAES GRLEE AV IE A -

The Group leases various buildings. Rental contracts are typically made for fixed periods of 1 to 5 years. Some leases include an
option to renew the lease for an additional period after the end of the contract term. The Group assess at lease commencement date
whether it is reasonably certain to exercise the extension options. Lease terms are negotiated on an individual basis and contain a
range of different terms and conditions. The lease agreements do not impose any onerous covenants. Leased assets will not be used as
security for borrowing purposes.

Rl EEhE AT R R ER

Reconciliation of liabilities arising from financing activities

2026 2025
HET BET
$million $million
THI1HZ 458 211 89
Balance as at 1 July
NE 36 140
Addition
R SRR 11 8
Non-cash finance cost
YATHE A (55) (28)
Payment of lease liabilities
b A (5) 2
Exchange translation difference
630H 2 4584k 198 211

Balance as at 30 June
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10.

TR EE
FINANCIAL ASSETS RELATING TO INVESTMENTS

) e
Equity securities

iR 7 - 2 THE
Listed equity securities, at market value
Ik LR 5 - HEOPHE (ML 2)

Unlisted equity securities, at fair value (Note a)

PEFEHREARRNES]
Presentation in the consolidated balance sheet

FN BB HAM ARG SR Z W R

Financial Assets at Fair Value through Other Comprehensive Income

BAHEBEBICGURZMBEE (L b)

Financial assets at fair value through income and expenditure (Note b)

E A AR
Listed equity funds

IRk 2r
Unlisted equity funds

F ] R W A

Listed fixed income funds

Ik BT E WAL

Unlisted fixed income funds

Ik L EYESE
Unlisted real assets funds
Ik LR
Unlisted hedge funds

Ik EmRAAIEA

Unlisted private investments

b TR (%

Listed convertible bonds

JE BT ATEEDE (s a)

Unlisted convertible notes (Note a)

JEEnE >

Non-current Portion

A BB R YIRS R

Financial Assets at Fair Value through Other Comprehensive Income

A HEBBYCGEIRZ M EE

Financial assets at fair value through income and expenditure

REE

Current Portion

A HEBEBYCGUR M B E

Financial assets at fair value through income and expenditure

DL B S EE DU TT R BT R BRAL

The above categories of financial assets are mainly denominated in Hong Kong dollars and United States dollars.

Mt :
Notes :
(a) 2V G2 IS B G I LB 2 AT ~ 2 FU BT F 2 7 2l T

()

2026 2025
BET BT
$million $million
328 299
744 620
1,072 919
1,072 919
0 613
5,347 3912
2,570 2,208
1,573 1,645
1,133 1,030
2,000 1,685
1,488 1272
8 18
0 1
14,119 12,384
1,072 919
2,429 12,384
3,501 13,303
11,690 0

The fair value was determined by reference to the financial models based on discounted cash flow analysis, earnings multiple and net equity method with

reference to market valuations for similar entities.

LR 2T TG A A R T A

The fair value was determined by reference to bid prices quoted in active markets or by fund managers.
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11 RBEBAEER

INTEREST IN ASSOCIATES
2026 2025
HET HET
Smillion $million

PTG F 121 128
Share of net assets

b

B Eailpce- gt AR
BEATRHE Form of Place of Percentage of
Name of Business Incorporation Interest Held TR
A Structure and Operation by the Group Principal Activity
PRABEEEA A k= SLYNC i e \RIEFIE 33% PR - BER AT SRR T E RS - Sl RE A BRATHES -
PKU-HKUST Shenzhen-Hong Institutional People’s Republic To engage in technology commercialization, incubation of start-up companies, provision of
Kong Institution Organization of China research and technology management services, training of senior management and
administrative executives.

FREEYR ARG ES BIREGHESE & (fft#E / Note (a))  RISERHESE
Hong Kong Biotechnology Limited Hong Kong (2025:49.5%)  Venture Investment Fund
Limited Partnership Fund Partnership

Fund
Gobi-RIF Fund I, LPF AREYEE I 27.6% EESiae =
(FffE / Note (b)) Limited Hong Kong Venture Investment Fund

Partnership

Fund
)
Notes :

7= IAN

(a) {EERE20266E6 H30 HILFEREAN - AIEMIG T A YRHUA IR AW A dlb

JEAY15.6% -

BT E R YRR A P E B A S TR IR R R - SRR EL GER 2024/25 G2 ERT49.5%[% 222025/265F

During the year ended 30 June 2026, the Group reclassified Hong Kong Biotechnology Limited Partnership Fund from an associate to financial Asset at fair value through other
comprehensive income, given the reduction in shareholding from 49.5% in 2024/25 to 15.6% in 2025/26.

(b)  TEEREE20265FE6 30 HULAEEN » A4EME Gobi-RIF Fund I, LPF{EHE — T EIT (20255 ¢ [mEBEVPHYAR GBS ATEIT) -
During the year ended 30 June 2026, the Group made an investment in Gobi-RIF Fund I, LPF of $27 million (2025: $50 million in Hong Kong Biotechnology Limited Partnership Fund).

TSCERS Rl B A ] B R

The summarised financial information in respect of the associates is set out below:

726 H30H 48
Total assets as at 30 June

26 H30H S8 AT

Total liabilities as at 30 June

726 330 H #7EFHE
Net assets as at 30 June

1726 30 H SR I REAS T 0 5] 2 BT A

Group’s share of net assets of the associates as at 30 June

AR

Turnover for the year

AAERE (54t / Yeds

(Loss) / Income for the year

SR R B 1 BSR4

Group’s share of results of the associates for the year

FHREFTETETE ¢

Reconciliation to share of net assets:

ERYE]
Asat 1 July

AAEFE I
Additions for the year

RERE () /s

(Loss) / Income for the year

F oy
Funds distributed

Exchange translation difference

6 H30H
As at 30 June

SEFIERS %

Group’s share in %

SEMREAS R A B FAE

Group’s share of net assets of the associates

BB
PKU-HKUST Shenzhen-Hong
Kong Institution

BREVREARSBES
Hong Kong Biotechnology
Limited Partnership Fund

Gobi-RIF Fund I, LPF

2026 2025 2026 2025 2026 2025
HET HET HET BT HET HETT
Smillion $million Smillion $million Smillion $million

262 272 0 99 171 0

(32) (31) 0 0 (12) 0

230 241 0 99 159 0

76 79 0 49 45 0

39 50 0 0 0 0

a7 © 0 2 65 0

6) 3) 0 (1) 18 0

241 250 0 0 0 0

0 0 0 101 94 0

an ©) 0 ) 65 0

(©) “ 0 0 0 0

11 4 0 0 0 0

230 241 0 99 159 0

33% 33% 0.0% 49.5% 27.6% 0.0%

76 79 0 49 45 0
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FEUS AR B TR KR
ACCOUNTS RECEIVABLE AND PREPAYMENTS

2026 2025

BH& BET

$Smillion $million
[ HRR 624 824
Accounts receivable
TR SR e i 127 129
Prepayments and deposits

751 953

o REEEE I E B E S RIS 9SRHV RS (L 70E - DUBER Y S HHT RIS EE T SR 1EH -

The Group applies the HKFRS 9 simplified approach using a lifetime expected loss allowance to
measure loss allowance of accounts receivables.

o REtETHHIGERER  BUCREZEEE SRR a H B F 4 - TR RIS EE
HIMRIBE SRR - W2 B AU N R AT E Al B AN 2ok 2 MRV THIEE I TR (H/EEAR
) o FR20265E6 30 SERTHEIES IR ER - MERBUCR RIS AR - AEEIERZ S
SEERRFA R -
To measure the expected credit losses, account receivables have been grouped based on shared
credit risk characteristics and the days past due. The expected loss rates are estimated based on
the corresponding historical credit losses experienced, adjusted with the expected change between
current and forward looking information on macroeconomic factors, if material. As at 30 June
2026, no loss allowance is required on these accounts receivable as the expected credit losses are
immaterial. The Group does not hold any collateral over these balances.

®  REMIHYIEWCRR SR E e B - MTEH AT — R RIE] o TEREOEIR ST TR — 4 eSS R B
& o
The majority of accounts receivable are with no fixed terms of payment and are expected to be
recoverable within one year. Prepayments are expected to be recognised as expenses within one
year.

o EUGERK » RN FOE Mg ERLUETT R FTT R BT -
The accounts receivable and prepayments and deposits are mainly denominated in Hong Kong
dollars and United States dollars.
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13.

B KSR TAK
CASH AND DEPOSITS WITH BANKS

JEREIHH H i = (8 B < B
Bank Deposits with Original Maturity over Three Months

JREE Y

Current portion

By

Non-Current portion

B R F R

Cash and cash equivalents

JFEIHE R =8 5 5T Z E BT

Bank deposits with original maturity within three months

TR KR T4EER
Cash at banks and in hand

b
Total

Bl RARIT AR A TS Ry LA

Cash and deposits with banks are denominated in the following currencies:

Hong Kong Dollars 37T
United States Dollars  ZE7¢

Renminbi ARk
Euro BT
Pounds Sterling X
Others HoAth

33

2026 2025
BHET HET

$million $million
775 2,422
0 44
775 2.466
1,402 791
348 327
1,750 1118
2,525 3,584
1,530 2333
582 806
356 386
37 43
1 3
19 13
2,525 3,584




14.

VB AR b R T B
ACCOUNTS PAYABLE AND ACCRUALS

2026 2025
BHET BHET
$million $million

ayaf (i) 1,115 890
Contract liabilities (Note a)
JERTIRRO B T2 952 653
Accounts payable and accruals
JERBEI AL (FEEb) 0 827
Amount of unspent recurrent grants refundable (Note b)

2,067 2,370
W FEATRR R BT B IR Ry (168) (131)
Less: Non-Current portion of Accounts Payable and Accruals
e AR BT B R B 17
Current portion of Accounts Payable and Accruals 1,899 2,239

JEARRK e MEE T2 FH £ B LGB TT Ry BT -

The accounts payable and accruals are mainly denominated in Hong Kong dollars.

HE :
Notes :
(a) &4yafE (B T B A) Ty B R R MR Blas - JLENTEEE T (2025

(b)

£ EEAT=ZEET) GYREHGHRME—FNESABUEA -

The contract liabilities for receipts in advance and deferred revenue are recognised as revenue in the
periods when the performance obligations are fulfilled. $947 million (2025: $763 million) contract
liabilities are expected to be recognised as income within one year.

NERTEE A G QB BEIEE RN E N HEL Bl 754 536
Revenue recognised during the year that was included in
the contract liabilities balance at the beginning of the years

JERBEIAB S E O RR B T AR EBUMII &8 « AIZ S RENFHHFENITEE 19() « 1EE
2026 £ 6 A 30 HIVEREN - 22080 E B E HES R ObRAY 5 2UE T4 -

The amount of unspent recurrent grants refundable represents the amount to be refunded to the HKSAR
Government. Further details of such refund are set out in Note 19(a). During the year ended 30 June
2026, the amount is settled through the deduction from monthly grant releases.



15.

16.

BB BB
PROVISION FOR STAFF BENEFITS

L

Gratuities

B e HeAt

Leave pay and others

FERTIS
Payable:

—ER
Within 1 year
—HE%

After 1 year

SRATERK
Bank Loan

IR SRTERK

Unsecured bank loan

—FER
Within 1 Year

— R EMFEN
After 1 Year but within 2 Years

MFERE AN
After 2 Years but within 5 Years

Fakati
After 5 Years

Rl B A R T EERCHIR

Reconciliation of bank loan arising from financing activities

TRI1HZ 458k

Balance as at 1 July
ST B FskIH
Proceeds from bank loan
ST ER 8K
Repayment of bank loan

6 H30H 456k

Balance as at 30 June

35

2026 2025
BHETT BHET
$million $million
160 155
127 119
287 274
229 228
58 46
287 274
2026 2025
BHETT BHET
$million $million
10 0
10 0
33 0
116 0
169 0
2026 2025
BHETT BHET
$million $million
0 0
177 0
(8) 0
169 0




7. HREEWE

DEFERRED INCOME
BURA R
BEEHEEER HEEERR
B | o R EHERK Earmarked
BEEK UGC Earmarked  Grants from HEBE
UGC Block  Grants/ Research Government Project =14 [ 5
Grant Matching Grants Agencies Sponsorships Donation Total
HET BET BEET BT BEL HEIL
$million $million $million $million $million $million
202447 A1 H Z 456% 0 978 369 142 885 2,374
Balance as at 1 July 2024
Bk / e Z 7H 2,017 886 386 162 504 3,955
Amount received / receivable (G3)
(Note)
s AGEEEmER (FfEE3.1/3.3/20) (1,661) (435) (486) 99) (132) (2,813)
Credited to consolidated statement of comprehensive income (Notes
3.1/3.3/20)
EEIRIET AR S (3L 18) (356) (354) (1) (26) (111) (848)
Transfer to deferred capital funds (Note 18)
SNEHE 2 AR 0 0 2 0 0 2
Exchange differences arising from translation
202546 H30H R7TH 1 H 2 &6k 0 1,075 270 179 1,146 2,670
Balance as at 30 June and 1 July 2025
Cl / ez #oE 2,699 1,036 368 141 204 4,448
Amount received / receivable &)
(Note)
s AGFE2E G (M 3.1/3.3/20) (2,415) (484) (406) (110) (152) (3,567)
Credited to consolidated statement of comprehensive income (Notes
3.1/3.3/20)
IR AL S (M3 18) (284) (530) 3) (20) (76) 913)
Transfer to deferred capital funds (Note 18)
SRS 2= EE 0 0 1 0 0 1
Exchange differences arising from translation
20265£6 H30H 2 4567 0 1,097 230 190 1,122 2,639
Balance as at 30 June 2026
HFHERRAE
To be recognised
202546 430 H 2 4564
Balance as at 30 June 2025
—HEN 0 686 262 179 994 2,121
In one year
—IE% 0 389 8 0 152 549
After one year
0 1,075 270 179 1,146 2,670
202646 430 H 2 4564
Balance as at 30 June 2026
—4ERN 0 696 218 190 1,122 2,226
In one year
—F1% 0 401 12 0 0 413
After one year
0 1,097 230 190 1,122 2,639

5 ARRFORAA (HfEE20) -
Note: The amounts were from pledged donations (Note 20).
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18.

BEEAHE
DEFERRED CAPITAL FUNDS

2024457 A 1 H 2 456k
Balance as at 1 July 2024

MHERIREYIZE - a5 R F BRSO < RORE B IR (it 17)
Amounts equivalent to additions to property, plant and equipment and computer software
transferred from deferred income (Note 17)

MHERITE K AU G S 2 HWER
Amounts equivalent to depreciation and amortisation charges transferred to consolidated
statement of comprehensive income

PR S 2= A

Exchange translation difference

202556 H30H k7 H 1 H 2 &tk
Balance as at 30 June and 1 July 2025

MHERIREYIZE -« a8 R F BRSO R B IR (Pt 17)
Amounts equivalent to additions to property, plant and equipment and computer software
transferred from deferred income (Note 17)

MHERITE K AU RS 2 H SR
Amounts equivalent to depreciation and amortisation charges transferred to consolidated
statement of comprehensive income

PR S 2= A

Exchange translation difference

2026476 H30H 2 456%
Balance as at 30 June 2026
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HET

S$million

5,913

848

(499)

6,262

913

(553)

6,624



19.

BREES - REMEEE RS
UGC FUNDS, RESTRICTED FUNDS AND OTHER FUNDS

BEEES FRAEMER S HitE$
UGC Funds Restricted Funds Other Funds
BAPEEERBERAM
Eaalvesillicrduri
HEEMHEE
— IR FRSTIE H R BCAHER Financial Assets at
General and Research Matching Grants BEAES Eiyicti=ing HEES El2iycti=Eg FVOCI HEES
Development Projects and WAEHES Hith Capital Nt WAES Designated Capital INet Unspecified Revaluation Capital A JNeE st
Reserve Others Endowments Others Funds Sub-total Endowments Donations Funds Sub-total Donations Reserve Funds Others Sub-total Total
BHETT BETT BHETT BET BET BHETT BETT BHETT BHETT BETT BETT BT BETT BETT BET BEIT
$million $million $million $million $million $million $million $million $million $million $million $million $million $million $million $million
2024 TH1H 2 &58% 2,297 363 553 1,250 166 4,629 1,915 198 7 2,120 511 852 2,031 4,484 7,878 14,627
Balance as at 1 July 2024
AFEERE (FHE) [ Bk (710) (133) 37 95 0 (711) 200 (20) 0 180 169 0 0 816 985 454
(Deficit)/ Surplus for the year after tax
N HEB B A Y RIS R AR R 2 £ 0 0 0 0 0 0 0 0 0 0 0 22 0 0 22 22
Unrealised gain on equity securities at fair value through other
comprehensive income
PR RSB (B I At S T WA B R A MRS 23 2 B 0 0 0 0 0 0 0 0 0 0 0 (22) 0 22 0 0
Transfer of realised gain on equity securities at fair value through
other comprehensive income
SN 2 FE 0 0 0 0 0 0 0 0 0 0 0 0 0 5 5 5
Exchange difference arising from translation
g (%) | BEAES 0 0 0 (19) 19 0 1 1 ?2) 0 50 0 239 (289) 0 0
Transfer (to) / from capital funds
et (102) 102 0 0 0 0 (10) 74 0 64 (54) 0 0 (10) (64) 0
Inter-fund transfer
20254E6 H30H FTH 1 H 2 4565 1,485 332 590 1,326 185 3,918 2,106 253 5 2,364 676 852 2,270 5,028 8,826 15,108
Balance as at 30 June and 1 July 2025
AR R | () 32 (129) 37 122 0 62 264 (38) 0 226 227 0 0 1,085 1,312 1,600
Surplus / (Deficit) for the year after tax
AN E B E A s Y TRATRE REE SR B 2 B 0 0 0 0 0 0 0 0 0 0 0 125 0 0 125 125
Unrealised gain on equity securities at fair value through other
comprehensive income
B\ SR A A S T Ues B R A R MR8 25 2 B R 0 0 0 0 0 0 0 0 0 0 0 31 0 31 0 0
Transfer of realised gain on equity securities at fair value through
other comprehensive income
AN 72 0 0 0 0 0 0 0 0 0 0 0 0 5 8 13 13
Exchange differences arising from translation
g (2) | BEAKE 0 0 0 2) 2 0 1 0 1) 0 32 0 787 (819) 0 0
Transfer (to) / from capital funds
ki (150) 150 (239) 239 0 0 3) 13 0 10 ) 0 0 (€)) (10) 0
Inter-fund transfer
202656 H30H 2 &5 8% 1,367 353 388 1,685 187 3,980 2,368 228 4 2,600 926 946 3,062 5,332 10,266 16,846
Balance as at 30 June 2026

PiFEE -
Notes:

(a) —EEBBEBEFHERES HoREIN 2 B G REEE - PNEERUN G R =) SR el iE] ~ — (SRR — R R S R G R A A AR DU RIS AZ 2 BESERERNNT 20% 23R © (38— R 33 I R (A S R A SRR 2 S5 e B BRI B EIR - BB EE Y UR I T HA S - 202528 ZAEIANVAE AR /52027-28 - [HA1 - A G HA2025622 H 26 H gt &7 s

BURF2025-26 F LM BURB R S I EIRE R - BAGCHITARRA G RIASRN— R SR AR RS GS/CETH » 71202566 H RS A—TERBEGET (BT AEATET ( TRENIHR, ) - Z/BEZTAEATETRERTHBNIERES - W OHER BEIZE20256F6 H 30 H L FREBE R EOH SRR (3.1 -

General and Development Reserve Fund (“GDRF”) represents the unspent UGC Block Grants. 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 is limited to a maximum of 20% of the University’s approved Block Grants for that funding period. Should the balance of the
GDREF at the end of the funding period exceeds the ceiling allowed, the excess amount is refundable to the UGC. The last year of 2025-28 triennium was 2027-28. In addition, further to the UGC’s press release dated 26 February 2025 in response to the 2025-26 Budget of the HKSAR Government, the UGC have conducted a review of the level of GDRF
balances of all UGC-funded universities and in June 2025 confirmed that the University has to refund on a one-off basis a total of $826.6 million (“the refund”). The refund of $826.6 million was a non-cash transactions and had been recognised as a reduction of UGC recurrent block grant for the year ended 30 June 2025 (Note 3.1).

(b) BFEIEE Bt R B 20E e i SRR SRR B H SRS R E B0 SR LR -
Research Projects and Others represent UGC Block Grant set aside for individual research projects and start-up fund to new faculty members to support their research work.
BCBHERR R 208 GICEHERG T Sh4h6k - MBZEE SEmIiRe] - WASRANEE SN 2 ES) -
Matching Grants represent unspent funds from UGC’s Matching Grant Schemes. According to the rules and regulations promulgated by the UGC, these funds have to be used for activities within UGC ambit.
(d) BAESRARERIS B ERRRT A S A SIS A U A R WA R SRR EES) -
Endowments represent the funds which the University would, according to the wishes of the donors, keep the principal intact and only use income generated from the fund to support designated activities of the University.
(¢) FEEFZIHANAREREES) - SRIZETHE (MFHEEERIN) IR RS -
Designated Donations represent funds earmarked for specific activities, programs or projects of the University, other than for construction of buildings.

(0 BRESRWWEE - thas Rk i LRI IR E - W ERE N S8R N TR E R I RTBUR BRI

Capital Funds represent the net book value of property, plant and equipment as well as computer software which are acquired with recognised but unspent Government grants or donations or other income retained in the fund balances.

(g) FRFESEHRRR Ky it E R AR A -

Unspecified Donations represent general donations without donor-specified purposes.

BAEEBEA S E RS F IR SRR AR 2174 FE AR H A 2 s Y RIS B 2 I P B B R 2 R RS -
Financial Assets at Fair Value through Other Comprehensive Income (“FVOCI”) Revaluation Reserve represents the fair value gain or loss of financial assets at FVOCI.
() FHAES & RETES -

Other Funds represent funds generated from self-financing activities.

(c

-

(h

=
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20.

AR K

PLEDGED DONATIONS
2026 2025
BET BET
$million $million
RTHTH ARSI Z5KEE 806 1,062
Outstanding amount as at 1 July
i Z AR 346 299
New pledges
TEAAEE U SRR &7 e 2 T s iR (5 ) (67) (51)
Amount received during the year recognised in consolidated statement of
comprehensive income (Note a)
TEAF L U BRI EC A B U e iRPE (5 17) (204) (504)
Amounts received during the year credited to deferred income (Note 17)
FEARFE U Z IR (271) (555)
Total amount received during the year
26 30 H R 5230 2 7EE 881 806
Outstanding amount as at 30 June
Wz (a) -
Note (a):
2026 2025
FEIFPA E#TT BT
Donation Income Smillion Smillion
TERAFECYCI TSR £ T 0 78 Bl 2 AR I 67 51
Amount of pledged donations received during the year and recognised directly in
consolidated statement of comprehensive income
LA MBI IR RS o5 W o el < AR SHAFRC (Wt 17 ) 152 132
Amount of pledged donations initially credited to deferred income and subsequently
recognised in consolidated statement of comprehensive income during the year (Note
17)
TERESELR o T8 I (11’ 219 183

Total donation income recognised in consolidated statement of comprehensive income
during the year (Page 11)
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21.

21.1

Cap il g e
FINANCIAL RISK MANAGEMENT

ERTHIR
CATEGORIES OF FINANCIAL INSTRUMENTS

M

Financial assets

T ASET B

Financial assets at amortised cost

JETRR I R A%<

Accounts receivable and deposits

JFEIH H i =8 5 2 ik

Bank deposits with original maturity over three months

Bl K [ H

Cash and cash equivalents

A HEE B HA e Y IR M R

Financial assets at fair value through other comprehensive income

A HEEBSCUI R Z M R E

Financial assets at fair value through income and expenditure

M alR

Financial liabilities

HAz AR AR Z I B A (R

Other financial liabilities at amortised cost

HE A

Lease liabilities

JERRRFO st &

Accounts payable and accruals

PRITERK
Bank Loan

40

2026 2025
BHET BHET
$million $million

640 836
775 2,466
1,750 1,118
1,072 919
14,119 12,384
18,356 17,723
198 211
849 1,430
169 0
1,216 1,641




21.

21.2

rBERERE (E)

ERMTRESZ S

EEDEE R Z SV B ERE - ahsERE (EfEs
Ve ~ AR R B RR )  (EEE R M E
B o SR S IR S TS
A HETHEHRIZR S [REH 52 BRI R (o 5 N I B SR
DURE AR B BRI BAE & 1 2 B S K
REATEERF T &[5 Rt H o b i B 2 (S E S R
ZEE BRI EE -

(a) FLERE

TSR RER - FIR KRR EE ST
SRR BB 5 |0 15 4 L B R
b o AR ZAYTIS R T 2R 5 A
IREE S - AEENIGE BRERARE S
537 ~ HPRGEES ~ HES  RARE
FESHRR o A SR BT SRS R
B LACRIE A B R E U & T BUR - R
RERHUSIEE RO EE & - A5EE
TSNS R A A SO L B R B 7y
#3E - WIS B E R R H o —
SBESTH -

(i) SHEREE

SR 2 SN b T R A S
ZFEILEHERE < HHPYETES T
SRR E B SSThE AR BT A AR 2
VN

TR S RS REH AR
By RILIEFER TAEZHERTE
WEEVE - TP S e AR A R B
ERBUEREITRS » DR EEE T
e

202656 H30H - LIS ~ 5ot~ ARBER
HAt M EEHER S RE B FELI T HIE4E L
B FEAY9.0% (20254 510.8% ) ~ 87.1
% (20254 583.1%) ~ 1.7% (20254 553.6%
) F2.2% (20254 52.5%) -

21.

21.2

41

FINANCIAL RISK MANAGEMENT (CONT’D)
RISKS ARISING FROM FINANCIAL

The Group’s activities expose it to a variety of financial
risks: market risk (including foreign currency risk, interest
rate risk and price risk), credit risk and liquidity risk. The
Group’s overall risk management focuses on controlling the
impact arising from unpredictability of financial markets
and seeks to minimise potential adverse effects on the
Group’s financial performance by engaging external
professional advisors. The Administration of the University
assumes the day-to-day risk management responsibility and
monitors regularly the risk exposures of the Group.

(a) Market risk

Market risk represents the risk that the value of
financial assets will decrease as a result of movements
in market variables such as foreign currency exchange
rates, interest rates and stock prices. The Group is
exposed to market risk mainly through the investment
funds it holds. The Group’s investments comprise
equities, debt securities, real assets investment funds,
hedged funds, private investments and fixed deposits.
The investment strategy of the Group is to invest
prudently in order to preserve capital and achieve
optimal risk diversification while generating a stable
return over the long term and the required liquidity.
The Group employs external professional advisors and
investment managers to manage a significant portion
of its investments, and delegates to the Finance Office
of the University to manage fixed deposits and some
of the fixed income instruments.

(i)  Foreign currency risk

The Group is exposed to foreign currency risks
primarily arising from its United States dollars
(“USD”) denominated investments that are managed
by investment managers. As HKD is pegged to the
USD, the Group considers the risk from movements in
exchange rates between the HKD and USD to be
insignificant.

Since currency movements tend to have a much
smaller impact on portfolio performance in the long
run, no hedging for non-USD currency exposure will
be arranged under normal circumstances. Such
currency exposure management policy is subject to
periodic review and hedging may be arranged when
situation warrants.

As at 30 June 2026, the percentages of net financial
assets denominated in HKD, USD, RMB and other
currencies to net financial assets were 9.0% (2025:
10.8%), 87.1% (2025: 83.1%), 1.7% (2025: 3.6%)
and 2.2% (2025: 2.5%), respectively.



21.

21.2

rBEBRERE (E)

SRMITREEZER ()

(a) FHBERE (&)

(i) FIEEE
SEEIT R 2 U E R (H o AR R
Bz o PRI RE IR A = M 2 {8

(iii)

®)

NER - AT DA« At T E)
HERFIAE » IR LT Pk
FAEAERS - AREEEIEE20264E6 H 30 H IL4F
FER R R G NAR D& — T L T-E0T (2025
FER—TARE=TET) -

SR > EEE R BAERIAER -
SEETEE TR N TSRO B S AR Y
BHEELENYE -

1B b
E Sk o) “Q%Efﬁﬂﬁxzfﬁif(@ EEEit=Ed
HIFTEHIIOA RS - R ERER AR
5 - THEREA Fiﬁ/”z' SUETRUEEN T
AR JA20260F6 H30H - {EAS ETTEL
RBRS% > AEHAMFTA SRR A AR T
 REEEEZE 202606 30 H ILF A Eah g
WIS ERATILE AT (20254
FARRATHE - T#7T) -

EREE

EZ TR EE RIS R EFRR S - E
HHTERK ~ TEWOIRRR ~ AT T 22 W7
HiE ~ o HEEEBEA 2R IRS

Eﬁ% S E A A HE B B SR B A

SEE S E R LR G ERRRK - RErE
EE%\%%%WZ%@E%?DK?E??E%&%@:@%E

» ph T R B R SR BL L
R
S RF RS NE A » BB SR

PR (= SRS TR SL LIEERHR
HFTT - HEERAR TR B HE ﬁ?/\
HEEB B Sy IR B E

BN HEERYCGEURY A Fiﬁ.}ﬁﬁx
S GIEAY Y
EENCEEEEDEEEE - WEER 22

FI7 > Aoy EUEE -
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FINANCIAL RISK MANAGEMENT (CONT’D)

RISKS ARISING FROM FINANCIAL
INSTRUMENTS (CONT’D)

(@)

(i)

(iii)

(b)

Market risk (Cont’d)
Interest rate risk

The Group is exposed to interest rate risk in relation to
its fixed deposits and bond securities. As the fixed
deposits usually mature within three to twelve months,
the risk exposure is considered not material. If bank
deposit interest rates had been 50 basis points higher /
lower, with all other variables held constant, the
Group’s surplus for the year ended 30 June 2026
would increase / decrease by approximately $10.9
million (2025: $16.3 million).

The Group's interest bearing financial liabilities at the
end of the reporting period are not significant. The
Group does not expect short-term fluctuations in
market interest rates that will have a significant
impact on the Group's operations.

Price risk

The Group is mainly exposed to securities price risk
from its investments managed by investment
managers. Securities price risk is managed by
diversification of investments in different markets,
sectors and assets types. At 30 June 2026, if the
prices of the respective investments had been 5%
higher / lower, with all other variables held constant,
the Group’s surplus for the year ended 30 June 2026
would increase / decrease by approximately $759.6
million (2025: $665.2 million).

Credit risk

The Group’s principal financial assets are cash and
cash equivalents, bank deposits, accounts receivable,
financial assets at amortised cost, financial assets at
fair value through other comprehensive income and
financial assets at fair value through income and
expenditure.

The Group’s credit risk is primarily attributable to its
accounts receivable. The amounts represented in the
consolidated balance sheet are net of loss allowance,
estimated by the Group’s management based on past
experience and their assessment of the current
economy.

Cash and cash equivalents and bank deposits are
placed with counterparties with credit-ratings of
investment grade or above assigned by international
credit-ratings agencies. Financial assets at amortised
cost, financial assets at fair value through other
comprehensive income and financial assets at fair
value through income and expenditure are rated
investment grade or above.

The Group has no significant concentration of credit
risk, with exposure spread over a number of
counterparties.
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21.2
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WBsERERE (%) 21. FINANCIAL RISK MANAGEMENT (CONT’D)

ST HELE Y EiE (&) 21.2  RISKS ARISING FROM FINANCIAL
INSTRUMENTS (CONT’D)

) EEEE (& (b)

fifE TR TS H R RE R A B S i
PERAE L R > AR (FE R bR
RS A EAMRITURNAENIREE

202652202556 H30H - LEEIRIEE B
RIS O SERERT IS KSR -

() REESEE ©

AEEHARE D AFEEH BERHR =
AN - EHREE SRR T - AREE
B2 R MERPIR B PR S T E Y FE e YK
o DUER) H & 2T -

TAEH
CAPITAL MANAGEMENT

Credit risk (Cont’d)

The Group’s maximum exposure to credit risk in the
event of the counterparties’ failure to perform their
obligations as at balance sheet date in relation to each
class of recognised financial assets is the carrying
amount of those assets as stated in the consolidated
balance sheet.

The Group assessed that there is no significant loss
allowance in accordance with HKFRS 9 as at 30 June
2026 and 2025.

Liquidity risk

Most of the Group’s liabilities are due within twelve
months from the respective balance sheet date. To
manage the liquidity risk, the Group monitors and
maintains a level of cash and cash equivalents to
fulfill the normal liquidity needs.

EENESHBEGIS - REMMEE S R MR - 2 S AeR g &R E BIERAL - WaryIRHTEE19m - S£E
HY B BRI R A DA S SR A SR o B S R - SRRV BB RN A0 T B — bR A A8 -

The Group’s funds consist of UGC funds, restricted funds and other funds, which are set up for various designated
purposes as described in Note 19. It is the Group’s objective to maintain sufficient funds to support the Group’s current
and future operating expenditure requirements. The Group’s overall strategy remains unchanged from prior years.

AR RSB e 2 AN H G S R R R R B L A LSRG (F A e B -

The Group manages its capital structure and makes adjustments to it in light of changes in economic conditions and the

risk characteristics of its activities.
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21.4

MBERRER (8
FINANCIAL RISK MANAGEMENT (CONT’D)

APEMERE
FAIR VALUE ESTIMATION

BUATEF IR SRR

Financial assets carried at fair value

LUMFIFER N v T E A ARG A P ES B2 ARE SR TR0 - 12 TYIAPE BRRERE

The tables below provide an analysis of the Group’s financial instruments that are measured at fair value in the consolidated balance sheet, grouped

by level of the following fair value measurement:

o HEBRENARMCERTSZ®E (B—%F50)

Quoted prices in active markets for identical assets or liabilities (Level 1)

o BRTHEFHUREEZRES > RAENARZ TBSER T AE RS (BTER)

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

o HEEMAMMIHIETEE TSR & (F=%80)

Inputs for the asset or liability that are not based on observable market data (Level 3)

Level 1 Level 2 Level 3 Total
HHETT HHETT HHETT HHETT
$million $million $million $million
7202646 H30H
As at 30 June 2026
N HEBEBYC SUIR Z I &
Financial Assets at Fair Value through Income and Expenditure
- Ep)ii; 253 0 0 0 0
Listed equity funds
- Ik B 3,821 1,526 0 5,347
Unlisted equity funds
- EHEE R AR E 2,570 0 0 2,570
Listed fixed income funds
- FE B EEWA LS 340 564 669 1,573
Unlisted fixed income funds
- JEEWEYES 0 720 413 1,133
Unlisted real assets funds
- FELTTERES 65 1,935 0 2,000
Unlisted hedge funds
- JEEMRAGE 0 0 1,488 1,488
Unlisted private investments
- b T AT 8 0 0 8
Listed convertible bonds
- Ik LT TR S 0 0 0 0
Unlisted convertible notes
6,804 4,745 2,570 14,119
N HE B R EA 2T s T R B E
Financial Assets at Fair Value through Other Comprehensive Income
- LritEEs 328 0 0 328
Listed equity securities
- JEETIRRERE S 0 0 744 744
Unlisted equity securities
328 0 744 1,072
7,132 4,745 3314 15,191




21.

MHEREE (8

FINANCIAL RISK MANAGEMENT (CONT’D)

AHERERE (8

FAIR VALUE ESTIMATION (CONT’D)

BATEF IR SRRE (8D

Financial assets carried at fair value (Cont’d)

202546 H30H
As at 30 June 2025

N HEBEBIC R M & E

Financial Assets at Fair Value through Income and Expenditure

- b A
Listed equity funds

- JR bR

Unlisted equity funds

b E AR
Listed fixed income funds

Ik B EEW AL S

Unlisted fixed income funds

e EYAE S

Unlisted real assets funds
I b AR

Unlisted hedge funds

e EHFANIEE

Unlisted private investments

TR R (5
Listed convertible bonds

IE BT AT AR SRR

Unlisted convertible notes

BN THE BB HA Ry IR R E

Financial Assets at Fair Value through Other Comprehensive Income

bR

Listed equity securities

ElSntlte five

Unlisted equity securities

HEE» EER E=ER 5
Level 1 Level 2 Level 3 Total
HETT HETT HETT HETT

$million $million $million $million

613 0 0 613
2,572 1,340 0 3,912
2,208 0 0 2,208
318 657 670 1,645
0 673 357 1,030

0 1,685 0 1,685

0 0 1,272 1,272

18 0 0 18

0 0 1 1
5,729 4,355 2,300 12,384
299 0 0 299
0 0 620 620
299 0 620 919
6,028 4,355 2,920 13,303

JBINE —F R TRAVAHET 2B R EH AR 2 W B R mRE - WA SR BRI -

The fair value of the financial instruments under Level 2 is determined by reference to the prices at the reporting date provided by the investment

managers and have been translated using the exchange rates at the end of the reporting period where appropriate.

JERYE =S5 T ERY A HET 52 S S RS TS (B IR SR B TR0 ~ BB 7 AR SR T i E -

The fair value of the financial instruments under Level 3 is determined by reference to the financial models based on discounted cash flow analysis,

earnings multiple and net equity method with reference to market valuations for similar entities.

FEFRY B TR EEARE R HRESHT AL L AERE -

Level 3 financial instruments include investments in unlisted companies by the Group and its investment managers.

IR - R "SR AP ES RSV EZ R > iR A o O4H SRR = SR A T ES SR A ST -

During the year, there was no transfer of the financial investments between Level 1 and Level 2, or transfer into or out of level 3 of the fair value

hierarchy classifications.
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MBERRER (8
FINANCIAL RISK MANAGEMENT (CONT’D)

AHEMERE (8D
FAIR VALUE ESTIMATION (CONT’D)

BATEF IR SRRE (8D

Financial assets carried at fair value (Cont’d)

HNPEFA S B =FR B TRNFENZ 8

The movements of the Level 3 financial instruments measured at fair value during the year are as follows:

THIHZ 456k

Balance as at 1 July

A

Acquisitions

iR

Disposals

Hl R A EIE R

Reclassified from an associate

EEt Adr e R E G N BRI

Net gains recognised in consolidated statement of comprehensive income

6 H30H 2458k

Balance as at 30 June

Est Adra e EWERNEM 2 2R R/ (518D 488

Net gains/(losses) for the year included in consolidated statement of comprehensive income, under other
comprehensive income

EEtASFE GRS RO E WA Z P EFI4E4E
Net gains for the year included in consolidated statement of comprehensive income, under interest and net
investment income

46

2026 2025
=1 e BHET
$million $million

2,920 2,627

342 364

(342) (246)

48 0

346 175

3314 2,920

88 )

258 184




22, XK

COMMITMENTS
2026 2025
HET HET
$million $million
BEAIRIE
Capital Commitments
(i) PAT ReRIAM B e 2 ARAYISE - 138 Rt AR TR A RS
Outstanding capital commitments in respect of property, plant and equipment
not provided for in the financial statements were as follows:
%Y 2,322 1,530
Contracted for
B EM AR Y 2,365 3,450
Authorised but not contracted for
4,687 4,980
(i) PAT ReoRIA M B (F e s 2 AR B B R T A RS
Outstanding capital commitments in respect of financial assets not provided
for in the financial statements were as follows:
%Y 1,437 1,519
Contracted for
YR 6,124 6,499
Total commitments
EIAREITAREAE AR
Funding support for the above outstanding capital commitments:
2026 2025
HET HET
$million $million
TRE SR HEMEAZ 5
Amounts to be financed by the Group’s resources
— CHEIRWAEERIE g Ee Y &8 939 1,002
Amounts recognised as income and retained in UGC Funds
- RERREIM SR A R T il S 3,812 3,505
Other amounts representing restricted funds or other funds to be allocated
EMHOI S A IR AT W 2 12 6 30 H 2 48 268 239
Amounts received and reflected as deferred income as at 30 June
FEGUHAEEARRE B e 1,105 1,651
Amounts in respect of UGC grants approved but not yet received
THRRE R 2 0 102
Amounts pledged by donors
6,124 6,499
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23.

AREREGRE MR EGERGRENERC R KRB %
UNIVERSITY COUNCIL AND COUNCIL COMMITTEES MEMBERS’ INTERESTS IN CONTRACTS
OF SIGNIFICANCE AND RELATED PARTY TRANSACTIONS

23.1

23.2

HEAGH
CONTRACTS OF SIGNIFICANCE

REE N BB G % 5 G B MR RS SR8 /2 B AE4S H BUE E BRI R A AR TR &4 B R
PR E AL -

No contract of significance to which the University or any of its subsidiaries was a party and in which a Council member or a
Council Committee member was materially interested, whether directly or indirectly, subsisted at the end of the year or at any
time during the year.

WIS
RELATED PARTY TRANSACTIONS

AR > ARGEEHEST T RS IERBARE T35 -

During the year, the Group entered into the following material related parties transactions:

(2)

(b)

FEEHASZME (GE)

Compensation of key management personnel (Note)

EESELEMEE 4 — WA B LHMAN EZEE A B ZMieaT
Below is the compensation of the key management personnel who have also been included in Note 4 - Remuneration of
Higher Paid Staff:

2026 2025

BET HET

$million $million
s R A 5 R B EA 86 82
Salaries and other short-term employee benefits
R 1% tR A 7 7
Post employment benefits

93 89

m

FHEEHA LA G RE G - BT R G e R EM A (F R E LTI R - URAERER
JREHIET IR -

Note: Key management personnel represent senior management of the University whose primary responsibilities include
the review and approval of major administrative policies affecting the University’s operations, and long-term plans
and strategies for the development of the University.

R BRITEUR B R B TR » AEE RS E TR 5k 8 B G2 5 & 8 AR ARSI [ H S (T B R
R R FIRISTTATEWCR Z 7 ~ s i (20254 « ) -

No remunerations, fees or other emoluments were paid to or receivable by any Council members or Council Committees
members (other than those executive members and elected staff members) in respect of their services to the Group during
the year (2025: Nil).
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24,

KA
SUBSIDIARIES

20265£6 H30H » KEEZI@ATLIT

At 30 June 2026, the University’s subsidiaries were as follows:

WRE
Proportion of
B / Nominal Value
Place / Country of Issued /
W AT of Registered Capital
Subsidiary Incorporation Held by the University
H#H HIERE
Direct Indirect
FHRHO B R R A IR A i 100% -
HKUST College of Lifelong Learning Limited Hong Kong
EHRAHERIRAE & 100% -
HKUST Properties Limited Hong Kong
LSRR AIRAH ] - E
Redbird Innovation Fund Limited Hong Kong Note
TR R RS A HRARAF EB 100% -
HKUST Industry and Education Development Hong Kong
Corporation Limited
HKUST UniVenture Limited & - E
Hong Kong Note
EHRLIIE RS AR A B 100% -
Hong Kong University of Science and Hong Kong
Technology R and D Corporation Limited
BN &R AR A F o N RALFIEY - 100%
HKUST R and D Corporation People’s
(Guangzhou) Limited Republic of
China
EREABIER S (YD AIRAE] e A RELRIEY - 100%
HKUST R and D Corporation People’s
(Shenzhen) Limited Republic of
China
ARARARTEE (FID ARAE i N RAHIE - 100%
HKUST Innovation and Commercialization People’s
Co. Ltd. Republic of
China
iR RN e e A RELRIEY - 100%
Guangzhou HKUST Fok Ying Tung Research People’s
Institute Republic of
China
EARERERRIIEFFERE e A RELRIEY 100% -
HKUST Shenzhen Research Institute People’s
Republic of
China
S R B CARYIFE ) o N RALFIEY 100% -
HKUST Shenzhen — Hong Kong Collaborative People’s
Innovation Research Institute Republic of
China
BREK (1) EXmERHRRAIRAE e A RELRIEY - 100%
HKUST Industry and Education Development People’s
Corporation (Shanghai) Limited Republic of
China
LIBERKERRE L e A RELRIEY - 100%
Hong Kong University of Science and People’s
Technology Shanghai Center Republic of
China

SAFRIERATR AT MGHREMRA -

Note: These companies are limited by gurantee without share capital.
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FEES)
Principal Activity

FiEH)

Dormant

FEH)

Dormant

HEREHAMESE - FEMRIDED)
To engage in other professional, scientific and
technical activities.

fitase i

Investment holding

(RSN R RS S TR AR - BRI AEE
AT EIR R A B R ST -

To foster and facilitate the collaboration with
external investment and industry partners, to provide
deep and targeted support to HKUST’s student-led
startups.

FEPERIRT =AM - 2RISR
P EET AR - R - MATIRHE PSR
DU H eI Rt -

To engage in technology commercialisation
including industrial contracting, licensing, incubation
of start-up companies, property management and
research and technical services, especially in Hong
Kong and the Pearl River Delta Area.

TLIERENEED - BT AT RS - LUK & A
SO EERTATIRHE SRR E R
IORBEN TR HIRHE PR - DUREEL N BRIRHG
N HEE -

Station in Guangzhou (Nansha), to engage in
technology innovation and development as well as

entrepreneurship  activities  including  startup
incubation, and com ialisation of technologies
developed in Clear Water Bay and Nansha

campuses, as well as training of management and
technology personnel.

IR BN REENMEEGE ~ 8530 - WS B
FBAEE R AT -

Station in Shenzhen, to facilitate the University’s
education, training, research, technology
development and entrepreneurship activities in the
Mainland.

ILRZEYIFEHIEE - BB RN ~ 5 - B
7~ FHEBHS R AIES -

Station in Shenzhen Futian District, to facilitate the
University’s education, training, research, technology
development and entrepreneurship activities in the
Mainland.

1L B BN ARERE NS - 55301 - BRI
(LIE#E -

Station in Shanghai, to facilitate the University’s:
education, training, research and incubation activities
in the Mainland.
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FHAthizha®
OTHER AGREEMENTS

(@

BRI SRR AERRORE (BN AR
Agreements related to establishing the Hong Kong University of Science and Technology (Guangzhou)

FR20184F12H21H » REBHIEE N A REBUSFFIEE IN RS 2 ek - SEEEPHCRE (BN ( THBRER (BN |

) o BETERIR (BEM) ESRKEBEINTARBUT « REARFT BRI (BN #Z#t&Es -

On 21 December 2018, the University signed agreements with the Guangzhou Municipal Government and Guangzhou
University (“GZU”) to establish Hong Kong University of Science and Technology (Guangzhou) (“HKUST (GZ)”). The
funding for the establishment of HKUST (GZ) is provided by Guangzhou Municipal Government. No financial commitment is
required from the University to fund HKUST (GZ).

RELBR N KB Z HYE (R RS (REUEREL - ST B TOERER (BN RURERRTERERAREE - & - Uk
AFIBESE - MAIESR AR &S HE o BB HEEIRT > REFGRAERIR (BN METEESGRIEREMER - 1
TRBHEIULAFIBASE « Rt - BUERER (B AV R R BRI BSARNA G s & -

The arrangement between the University and GZU is a joint operation, where both parties account for their own assets,
liabilities, revenues and expenses relating to its interest in HKUST (GZ) as opposed to applying equity accounting. Under the
terms of the agreements, the University will not hold any assets or incur any liabilities, revenues or expenses related to HKUST
(GZ). Consequently, the arrangement with HKUST (GZ) has no impact on the financial results of the University.

RERERAERIR (BN BN AN REUFESEE & DOCR N BT # R HAMUEREA (BN EH LIE - BiEE
AIRFAATCAE BN B R AR S WP RGERER (BRI LAFHY B LHr & RAE B /KB E E A E RS S - 7
20265F6 H30H - AKE BN ARBUNTIARSEHE S —T =887 (20254 “T=E8&7T) @ TERESE
EEEAERPRSR TREYEE )

For the establishment of HKUST (GZ), the University received funding from Guangzhou Municipal Government to support
Guangzhou Pilot Scheme and other preparation work for HKUST (GZ), including but not limited to postgraduate studentship
and related teaching and learning expenditures, the salary costs of its staff who have been involved in the work of HKUST (GZ)
and the direct operating costs incurred in Clear Water Bay campus. As at 30 June 2026, the unspent balance of funding from
Guangzhou Municipal Government of $13 million (2025: $23 million) was recorded within "Deferred Income" in the University
consolidated balance sheet.

INAFEA » REFSUERIR (BN #ET T IHIERERS
During the year, the Group entered into the following material transactions with HKUST (GZ):

2026 2025
BHET HET

$million $million

BFERER (BN 2325
Transactions with HKUST (GZ)

ARER (BN I Z e 3 4
Service fee charged to HKUST(GZ)

BRER (BN 2 2 Frerhedi A 11 2
License fee charged to HKUST (GZ)

BRER (BEIN) SZRZIR B & HE R 7 0
Overheads charged to HKUST(GZ)

TAERR (BRI ZieaFE i 7 4
Research Collaboration fee paid to HKUST (GZ)
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25. HAthkg @)
OTHER AGREEMENTS (CONT'D)

(b)

Rf/AHKCeND, HKCRC, ACCESS, HKGAL, HKSRE, PRSAC ;s HKCREH %
Agreements related to HKCeND, HKCRC, ACCESS, HKGAI, HKSRE, PRSAC and HKCRE

E AR RIS R ORE R ITREBUT ( "BUY, ) WREBREY — - BUFEBREFREE ( TITC, )
HEH InnoHKE ] » & 108 ke it SR RIS BT o/ SR SR TR & (FIE E » SN E R R BT A T E 5
EH LGRS -

As part of the Government of the HKSAR (the "Government") vision for Hong Kong to be the hub for global research
collaboration, the Government set up the InnoHK initiative through the Innovation and Technology Commission ("ITC") that
involves the establishment of world-class research clusters in the Hong Kong Science Park with research laboratories set up by
world renowned institutions and/or commercial entities to conduct collaborative research projects.

REERBIELL EETE] - BIEUN R BRI E AT (“HKSTP”) Rk - Il T ERERATRAE » M noHKE
EES BUN SRR ETRIES) - B CRHERAERA T DR AT AR TR O AIRAE (“HKCeND”) -
ERE RGP OARRAE (“HKCRC?) - FREE A BRI O ARAE (“ACCESS”?) » FBERAATL
BRE ST OAIRAE (“HKGAD) - BEAERZEEIA SR 0 ARAE (“HKSRE?) - FBDEEERITR K
JEFITASE U OATRAE] (“PRSAC”) FIEE I FAE AR IR B EERE IS AR E] (“HKCRE”) - 4f (T InnoHK
NEL ) o

In response to the above, the University entered into agreements with the Government and the Hong Kong Science and
Technology Parks Corporation (the "HKSTP") and set up seven entities limited by guarantee to carry out research activities with
funding support from the Government under the InnoHK initiative. The seven entities are Hong Kong Center for
Neurodegenerative Diseases Limited ("HKCeND"), Hong Kong Center for Construction Robotics Limited ("HKCRC"), Al Chip
Center for Emerging Smart Systems Limited ("ACCESS"), Hong Kong Generative Al Research and Development Center
Limited ("HKGAI"), Hong Kong Space Robotics and Energy Centre Limited ("HKSRE"), Power Semiconductors and
Applications Center Limited ("PRSAC") and Hong Kong Center for Renewable Energy and Storage Limited ("HKCRE")
(collectively the "InnoHK Companies").

E R RIEEERARAFRIME KR - ERIZEEUT R HKSTPET LAV - REPRN S5 a2 mHATiEz -
WA REZE #BFHH InnoHK /A FHIMER R A s Bt F meg - R ARERIR & HHE e A B -

Although the University is the sole member of these entities, the University has not consolidated the results of these entities as
under the terms of the agreements entered into with the Government and the HKSTP, the University is not exposed to, and does
not have the rights or the power to affect variable returns from its involvement with InnoHK Companies.

NAFEEN > AGEEEInoHK A FET T FFIERBR S

During the year, the Group entered into the following material transactions with InnoHK Companies:

2026 2025
BHET HET

$million $million

(i)  HilnnoHK AF 2355
Transactions with InnoHK Companies

InnoHK A& 3+ 2 18 H & H B 20 27
Overheads charged to InnoHK Companies

InnoHK /AT % 2 Hi%6 & (F 2 3 3

Research Collaboration fee charged to InnoHK Companies

% TnnoHK /712 B {2 9 0

Research Collaboration fee paid to InnoHK Companies

BT &S noHK 2] Z AHBHR A 6 8
Cost Recovery for staff deployed to InnoHK Companies

RInnoHK /A FT BRI K17 R RS 2 26

Purchase of goods and services on behalf of InnoHK Companies

(i) JEUInnoHK \EFIE 39 51
Amounts due from InnoHK Companies

(iff) 3¢S InnoHK /37 TR 20 19

Receipt in advance from InnoHK Companies
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26.

52

CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS

In determining the carrying amounts of some
assets and liabilities, the Group makes
assumptions of the effects of uncertain future
events on those assets and liabilities at the balance
sheet date. These estimates involve assumptions
about such items as risk adjustment to cash flows
or discount rates used, future changes in salaries
and future changes in prices affecting other costs.
The Group’s estimates and assumptions are based
on historical experience and expectations of future
events and are reviewed periodically. In addition
to assumptions and estimations of future events,
judgements are also made during the process of
applying the Group’s accounting policies.

Depreciation of property, plant and equipment
and amortisation of computer software

The Group determines the estimated useful lives
for related depreciation charges for property, plant
and equipment and amortisation of computer
software. Management will revise the depreciation
or amortisation charges where useful lives are
different to previously estimated.

Valuation of investments

The fair values of financial instruments traded in
active markets are based on quoted bid prices at
the balance sheet date. The fair values of financial
instruments that are not traded in an active market
are determined using established valuation
techniques. The Group uses its judgement to select
valuation methods and pricing sources to make
assumptions that are mainly based on market
conditions existing at the end of each reporting
period.
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271

27.2

PRINCIPAL ACCOUNTING POLICIES

Adoption of new / revised HKFRS
Accounting Standards

For the year ended 30 June 2026, the Group has
adopted all the new and revised standards and
amendments to HKFRS Accounting Standards
that are effective for the accounting periods
beginning on or after 1 January 2025 and
relevant to the operations of the Group.

The Group has assessed the impact of the
adoption of these amendments and considered
that there was no significant impact on the
Group’s results and financial position nor any
substantial changes to the Group’s accounting
policies and presentation of the financial
statements.

The principal accounting policies applied in the
preparation of the financial statements of the
Group are set out below. These policies have
been consistently applied to all the years
presented, unless otherwise stated.

Basis of Consolidation

The consolidated financial statements include the
financial statements of the University and entities
controlled by the University made up to 30 June
each year.

A subsidiary is an entity (including a structured
entity) over which the Group has control. The
Group controls an entity when the Group is
exposed to, 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. Subsidiaries are consolidated from the
date on which control is transferred to the Group.
They are deconsolidated from the date that
control ceases.

Where necessary, adjustments are made to the
financial statements of subsidiaries to bring their
accounting policies into line with those used by
other members of the Group.

All significant intercompany transactions and

balances within the group are eliminated on
consolidation.
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27.

27.3

PRINCIPAL ACCOUNTING POLICIES
(CONT’D)

Interest in an Associate and a Joint
Arrangement

An associate is an entity over which the Group
has significant influence and that is neither a
subsidiary nor an interest in a joint venture.

The results and assets and liabilities of an
associate are incorporated in the consolidated
financial statements using the equity method of
accounting. Interest in an associate is carried in
the consolidated balance sheet at cost as adjusted
by post-acquisition changes in the Group’s share
of the net assets of the associate, less any
impairment loss.

Unrealised gains on transactions between the
Group and its associates are eliminated to the
extent of the Group’s interest in the associates.
Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment
of the asset transferred. Accounting policies of
associates have been changed where necessary to
ensure consistency with the policies adopted by
the Group.

A joint arrangement is an arrangement of which
two or more parties have joint control and over
which none of the participating parties has
unilateral control.  Investments in joint
arrangements are classified either as joint
ventures or joint operations, depending on the
contractual rights and obligations each party has.
Joint ventures arise where the participating
parties have rights to the net assets of the
arrangement. A joint venture partner accounts
for an investment in such an arrangement using
the equity method. The equity method records
the initial investment at cost which is adjusted
periodically to reflect the changes in value due to
the share of the joint venture’s performance.
Joint operations arise where the participating
parties have specific rights and obligations under
the arrangement to the assets and liabilities of an
arrangement. Each participating party accounts
for the assets, liabilities, revenues and expenses
relating to its own rights and obligations to the
joint operation in accordance with the HKFRS
Accounting  Standards applicable to the
particular  assets, liabilities, and
expenses.

revenues



27.

27.4

27.5

27.6

FEEGHBOR (8D 27.

K&y 27.4
HEYE e A SR A T R 1
R/ R » DUBREU S A R /e Al

B - Sy EER R A T R A

TEFREY L

T AR A (B TR R REHTES FORE S
BYIIE - (EEYSE L BRTE R B
fE 2 A R R R -

YT B AR AL E
435 2AE TEE Y o] FAERR IS -
W ~ MRS R 27.5

PRIEEETARRSN - P38 ~ HREs Rt a A
EIR R BT E K RBURER AR -

PRAEEETARAN - W3 ~ HREs R ES
TR AR R (S B A% > $ofbat T
ORI ESITEE R R - T RA
FE AR Y H (o AERTHE -

PR TR R T E RS2 B
B AR R 25 TA e e BT - o
e TR AR B 2 VI - R
R -

W3k ~ Has Rk H H EE L R T
BT A G AR ARG A2
IFMMBRERE. © T B e MRS A 2 Wi e S
1B MHE R AT % S R A (E Y2
BN SR EYEE R

‘v EE 27.6

BIFHA
Pl A\ SRR O 2 AN F AR o P

TEHPE R A A BB A AA L - A%
AR RS AN SRS EE A R IE -

B B L B A E At T
FEFIAEIIR S & xR 2 A TIRR - #DH
(A UL CE AT A O EET 2 -

(o8 o Y BR RS A (A8 P L 5 SR

PRINCIPAL ACCOUNTING POLICIES
(CONT’D)

Investment Properties

Investment properties are land and/ or buildings which
are owned or held under a leasehold interest to earn
rental income and/or for capital appreciation. These
include land held for currently undetermined future
use.

Investment properties are stated at cost less
accumulated depreciation and accumulated
impairment losses. Any gain or loss arising from the
disposal of an investment property is recognised in the
statement of comprehensive income.

Depreciation is calculated using the straight-line
method over their estimated useful lives.

Property, Plant and Equipment

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

Depreciation of property, plant and equipment, other
than construction in progress, is calculated using the
straight-line method to allocate their costs, net of the
residual values, if any, over the estimated useful lives.
Depreciation is charged from the month when the asset
is ready for use.

Construction in progress is stated at cost less any
identified impairment loss and is not depreciated until
completion of construction. Cost of completed
construction works is transferred to appropriate
categories of property, plant and equipment.

An item of property, plant and equipment is
derecognised upon disposal or when no future
economic benefits are expected to arise from the
continued use of the asset. The gain or loss arising
from derecognition of an asset, representing the
difference between the sales proceeds and the carrying
amount of that asset is recognised in the consolidated
statement of comprehensive income.

Intangible Assets
Computer software

Computer software costs are capitalised on the basis of
the costs incurred to acquire and bring to use the
specific software and are stated in the consolidated
balance sheet at cost less accumulated amortisation.

Amortisation of computer software is charged to the
consolidated statement of comprehensive income on a
straight-line basis over the assets’ estimated useful
lives. Amortisation is charged from the month when
the asset is ready for use.

Computer software under

amortised until ready for use.

development is not
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PRINCIPAL ACCOUNTING POLICIES
(CONT’D)

Financial Assets
Classification

The Group classifies its financial assets in the following
categories:

(a) those to be measured subsequently at fair value
(either through other comprehensive income
(“OCTI”) or through income and expenditure), and

(b) those to be measured at amortised cost.

The classification depends on the entity’s
business model for managing the financial assets
and the contractual terms of the cash flows.

For assets measured at fair value, gains and losses
will either be recorded in income and expenditure
or OCI. For investments in equity instruments
that are not held for trading, this will depend on
whether the Group has made an irrevocable
election at the time of initial recognition to
account for the equity investment at FVOCL

The Group reclassifies debt investments when
and only when its business model for managing
those assets changes.

Measurement

At initial recognition, the Group measures a financial
asset at its fair value plus, in the case of a financial asset
not at fair value through income and expenditure
(“FVIE”), transaction costs that are directly attributable
to the acquisition of the financial asset. Transaction
costs of financial assets carried at FVIE are expensed in
the consolidated statement of comprehensive income.

Financial assets with embedded derivatives are
considered in their entirety when determining whether
their cash flows are solely payment of principal and
interest.
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27.

27.7

PRINCIPAL ACCOUNTING POLICIES
(CONT’D)

Financial Assets (Cont’d)
Measurement (Cont’d)
Debt investments

Subsequent measurement of debt instruments depends
on the Group’s business model for managing the asset
and the contractual cash flow characteristics of the
asset. There are three measurement categories into
which the Group classifies its debt instruments:

(a) Amortised cost: Assets that are held for collection
of contractual cash flows where those cash flows
represent solely payments of principal and interest
are measured at amortised cost. A gain or loss on
a debt instrument that is subsequently measured at
amortised cost is recognised in the consolidated
statement of comprehensive income when the
asset is derecognised or impaired. Interest income
from these financial assets is included in interest
and investment income using the effective interest
rate method.

(b) FVOCI: Assets that are held for collection of
contractual cash flows and for sale, where the
assets’ cash flows represent solely payments of
principal and interest, are measured at FVOCL
Movements in the carrying amount are taken
through other comprehensive income, except for
the recognition of impairment losses, interest
income using the effective interest rate method
and foreign exchange gains and losses which are
recognised in the consolidated statement of
comprehensive income. When the financial asset
is derecognised, the cumulative gain or loss
previously recognised in other comprehensive
income is reclassified from equity to the
consolidated statement of comprehensive income
and recognised in interest and investment income.

(c) FVIE: Assets that do not meet the criteria for
amortised cost or FVOCI are measured at FVIE.
A gain or loss on a debt investment that is
subsequently measured at FVIE is recognised and
presented in the consolidated statement of
comprehensive income within interest and
investment income in the period in which it arises.
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27.

27.7

27.8

PRINCIPAL ACCOUNTING POLICIES
(CONT’D)

Financial Assets (Cont’d)
Measurement (Cont’d)
Equity instruments

The Group subsequently measures all equity
investments at fair Where the Group’s
management has made an irrevocable election at initial
recognition to present fair value gains and losses on
equity investments in other comprehensive income, on
derecognition of the investment, there is no subsequent
reclassification of fair value gains and losses to income
and expenditure and any balance within other
comprehensive income for these equity investments is
reclassified to other funds as a fund movement.
Dividends from such investments continue to be
recognised in the consolidated statement of
comprehensive income when the Group’s right to
receive payments is established.

value.

Changes in the fair value of financial assets at FVIE are
recognised and presented in the consolidated statement
of comprehensive income within interest and
investment income as applicable. Impairment losses
(and reversal of impairment losses) on equity
investments measured at FVOCI are not reported
separately from other changes in fair value.

Impairment

The Group assesses on a forward looking basis the
expected credit losses associated with its debt
instruments carried at amortised cost and FVOCIL. The
impairment methodology applied depends on whether
there has been a significant increase in credit risk.

Accounts receivable

Accounts receivable are initially recognised at fair value
and subsequently measured at amortised cost using the
effective interest method, less allowances for expected
credit losses. The Group measured the loss allowance
for its accounts receivables at an amount equal to the
lifetime expected credit losses. Appropriate allowance
for estimated irrecoverable amounts are recognised in
the consolidated statement of comprehensive income
when there is objective evidence that the asset is
impaired.
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27.

279

27.10

27.11

27.12

27.13

PRINCIPAL ACCOUNTING POLICIES
(CONT’D)

Inventories

Inventories are valued at the lower of cost and net
realisable value. Cost is calculated using the weighted
average method.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and
deposits available on demand with an original maturity
of 3 months or less.

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 using the effective interest
method.

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

Accounts payable, accruals, deferred income and
contract liabilities

Accounts payable and accruals and deferred income are
initially measured at fair value, and are subsequently
measured at amortised cost, using the effective interest
rate method.

Funds earmarked for specific purposes are recognised
as income to the extent of the related expenditure
incurred during the reporting period. Funds received
but not yet recognised as income are recorded as
deferred income.

Contract liabilities primarily relate to the advance
consideration received from customers, where the
Group has the unconditional right to considerations
before the goods or services are delivered. They are
released and revenues are recognised when the
performance obligations are satisfied upon transferring
of goods and services to customers.

Provisions

Provisions are recognised when the Group has a present
obligation as a result of a past event, and it is probable
that the Group will be required to settle that obligation.
Provisions are measured at management’s best estimate
of the expenditure required to settle the obligation at the
balance sheet date, and are discounted to present value
where the effect is material.
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27.

27.14

27.15

27.16

PRINCIPAL ACCOUNTING POLICIES (CONT’D)

Impairment

At each balance sheet date, the Group reviews the
carrying amounts of its assets to determine whether
there is any indication that those assets have suffered an
impairment loss. If the recoverable amount of an asset
is estimated to be less than its carrying amount, the
carrying amount of the asset is reduced to its
recoverable amount. Impairment loss is recognised in
the consolidated statement of comprehensive income
immediately.

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

Deferred Capital Funds

Deferred capital funds represent funds from
subventions and grants or donations spent by the Group
on the purchase of property, plant and equipment as
well as intangible assets. These funds are recognised as
income in the consolidated statement of comprehensive
income to match against the depreciation charges of the
related asset items over their estimated useful lives.

Recognition of Income
(a) Government subventions and grants

Government  subventions and grants are
recognised in the consolidated statement of
comprehensive income when there is reasonable
assurance that the Group will comply with the
conditions attaching to them; and that the
subventions and grants will be received.

Grants earmarked for specific purposes are
recognised as income to the extent of the related
expenses are incurred during the reporting period.

Subvention and grants spent on capital
expenditure are initially recorded as deferred
capital funds and recognised as income to match
against the depreciation charges of the related
asset items over their estimated useful lives.
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27. PRINCIPAL ACCOUNTING POLICIES (CONT’D)

27.16 Recognition of Income (Cont’d)

(@)

(b)

©

(d)

(@

61

Government subventions and grants (Cont’d)

Government subventions and grants that become
repayment are accounted for as a change in
accounting estimate. Repayment of government
subventions and grants related to income is
applied first against any unamortised deferred
income recognised in respect of the government
subventions and grants. To the extent that the
repayment exceeds any such deferred income, or
when no deferred income exists, the repayment is
recognised immediately in profit or loss.

Donations

Donations without conditions in cash or cash
equivalents or other investment instruments are
recognised as income when received or
receivable.  Outstanding pledges are not
recognised as income unless a legal obligation on
the donor can be established by the Group.

Donations received with a specific purpose are
recognised as income to the extent of the related
expenditure incurred during the reporting period.

Tuition, programs and other fees

Tuition, programs and other fees are recognised
over time when the services are rendered and the
Group’s performance provides the benefits
received and consumed simultaneously by the
students. Tuition, programs and other fees
recognised on an accrual basis and unearned fees
are included in contract liabilities.

Interest income

Interest income from a financial asset is accrued
on a time basis, by reference to the principal
outstanding and at the interest rate applicable,
which is the rate that exactly discount the
estimated future cash receipts through the
expected life of the financial asset to that asset’s
net carrying amount.

Research contract income

Income from contract research is recognised over
the period of the contract by reference to the
progress towards complete satisfaction of that
performance obligation. The progress towards
complete satisfaction of the performance
obligation is measured based on the Group’s
efforts or inputs to the satisfaction of the
performance obligation, by reference to the
expenses incurred up to the end of reporting
period as a percentage of total estimated costs for
each contract.
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PRINCIPAL ACCOUNTING POLICIES
(CONT’D)

27.16 Recognition of Income (Cont’d)

() Licensing income

Licensing income is recognised on a straight
line basis over the contract period when a
customer is granted with a right to access the
patents as it exists throughout the licence
period. Alternatively, licensing income is
recognised at a single point in time upon
delivery of the patents when a customer is
provided with a right to use the patents as it
exists at the point in time at which the
licence is granted.

27.17 Leases

Leases are recognised as a right-of-use asset and a
corresponding liability at the date at which the
leased asset is available for use by the Group.

Assets and liabilities arising from a lease are
initially measured on a present value basis. Lease
liabilities are measured at the net present value of
the remaining fixed lease payments. Lease
payments to be made under reasonably certain
extension options are also included in the
measurement of the liabilities. The lease payments
are discounted using the interest rate implicit in the
lease.

Lease payments are allocated between principal
and lease interest expense. The lease interest
expense is charged to the statement of
comprehensive income over the lease period so as
to produce a constant periodic rate of interest on
the remaining balance of the liability for each
period.

Lease liabilities are classified as non-current
liabilities unless payments are payable within 12
months from the balance sheet date.

Right-of-use assets are measured at cost
comprising the amount of the initial measurement
of lease liability. Right-of-use assets are
depreciated over the lease terms on a straight-line
basis. Payments associated with short-term leases
with lease terms of 12 months or less and leases of
low-value assets are expensed on a straight-line
basis in the statement of comprehensive income.

Lease income from operating leases where the

University is a lessor is recognised in income on a
straight-line basis over the lease term.
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27.

2718

2719

PRINCIPAL ACCOUNTING POLICIES
(CONT’D)

Retirement Benefits Costs

Payments to defined contribution retirement
benefit plans are recognised in the consolidated
statement of comprehensive income when
employees have rendered service entitling them to
the contribution.

For long service payment ("LSP") obligation, the
Group accounts for the employer MPF
contributions expected to be offset as a deemed
employee contribution towards the LSP obligation
in terms of HKAS 19.93(a) and it is measured on a
net basis. The estimated amount of future benefit is
determined after deducting the negative service
cost arising from the accrued benefits derived from
the Group’s MPF contributions that have been
vested with employees, which are deemed to be
contributions from the relevant employees.

Foreign Currencies

Items included in the financial statements of each
of the Group’s entities are measured using the
currency of the primary economic environment in
which the entity operates (“the functional
currency”). The consolidated financial statements
are presented in Hong Kong dollars, which is the
Group’s presentation currency.

(a) Foreign currency transactions are translated
into the functional currency using the
exchange rates prevailing at the dates of the
transactions. Foreign exchange gains and
losses resulting from the settlement of such
transactions and from the translation at year-
end exchange rates of monetary assets and
liabilities denominated in foreign currencies
are recognised in the consolidated statement
of comprehensive income.
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27.

27.19

27.20

PRINCIPAL ACCOUNTING POLICIES
(CONT’D)

Foreign Currencies (Cont'd)

(b) The results and financial position of all
Group entities (none of which has the
currency of a hyperinflationary economy)
that have a functional currency different
from the presentation currency are translated
into the presentation currency as follows:

. Assets and liabilities for each balance sheet
presented are translated at the closing rate at
the date of that balance sheet.

. Income and expenditure for each statement
of comprehensive income are translated at
average exchange rates (unless this average
is not a reasonable approximation of the
cumulative effect of the rates prevailing on
the transaction dates, in which case income
and expenses are translated at exchange rates
at the dates of the transactions); and all
resulting  exchange  differences  are
recognised as a separate component of
equity.

Cost Allocation for UGC-funded and non-UGC
funded activities for segment reporting

In compiling the segment reporting for compliance
with the Cost Allocation Guidelines for UGC-
funded and non-UGC-funded Activities (“the
Guidelines™) effective from 1 July 2018, costs
associated with UGC activities, non-UGC
activities or shared activities are identified. Costs
directly attributable to UGC or non-UGC activities
are not subject to cost allocation. Shared costs are
allocated to UGC and non-UGC segments using
appropriate cost drivers including teaching credits
of UGC and non-UGC programmes, the number of
student Full Time Equivalents (“FTE”), floor area,
etc.. Costs funded by donations are regarded as
direct costs and reported under the Non-UGC
Segment.



28.

BB R ASEIHER] ~ BT AR B
POSSIBLE IMPACT OF NEW STANDARDS, AMENDMENTS AND INTERPRETATIONS PUBLISHED
THAT ARE NOT YET EFFECTIVE

AER BTN L T e A R TR F DA T AR A {E I R AR - B EE PR B 2 Brs T RARMEE TR R ~ 85T Rz
2

The Group has not early adopted the following new standards, amendments, and interpretations which have been
issued and are relevant to its operations but are not yet effective, in these financial statements:

TR B G AR 9 98 R 758 (1851) SEh T BV RS RyEsT !
Amendments to HKFRS 9 and HKFRS 7 Amendments to the classification and measurement of

. 1
financial instruments

ARG E G R 2 FRESOE - 116 T SR G SR > ok
Annual improvements to HKFRS Accounting Improvements to HKFRS Accounting Standards '

Standards — Volume 11

AR B ERSAERIEE 18 57 T RO 35

HKFRS 18 Presentation and disclosure in financial statements 2
EARI SRS AERIE 19 57 AT EE T A EINHE

HKFRS 19 Subsidiaries without public accountability: disclosures >

20264 1 5 1 HELA R BAA 2 A REHAR A2 -

Effective for accounting periods beginning on or after 1 January 2026.

2202741 H 1 HER AR BRAG 2 - FEHARIAE L -

Effective for accounting periods beginning on or after 1 January 2027.

EHBI Rl R A AR ~ (E5T R R A SR M B LIRS - (IS EET > PREET B AR 18 5t —
PSR A BE TR T S A SR Y S U RS R B EHh » St BRI s R 2 250 & R R )

Management is currently assessing the impact of the above new standards, amendments and interpretations on the
Group’s financial statements. From the initial assessment, it is considered that there will be no significant impact to
the accounting policies or presentation of the financial statements, except for HKFRS 18, Presentation and disclosure
in financial statements, where the structure of the Group's consolidated statement of comprehensive income is
expected to change.
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