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Cost Allocation Practices in relation to  
UGC-funded and non-UGC-funded activities 

 
 

 

 
Purpose:  
The purpose of this practice is to establish greater transparency and accountability 
relating to costing allocation practices for UGC-funded and non-UGC-funded 
activities. 
 
Guiding Principle: 
 
Recurrent Grants from UGC are provided to the UGC-funded institutions to support 
their academic and related activities. As such, there shall be no cross-subsidization of 
UGC resources to non-UGC-funded activities (including, but not limited to, 
self-financing activities).  To avoid hidden subsidy to non-UGC-funded activities, 
the University shall, as a matter of principle, levy overhead charge on such activities, 
including projects funded by other Government departments/agencies and 
projects/programmes conducted by their self-financing subsidiaries or associates. 
Furthermore, where the University is competing with the private sector, any hidden 
subsidy shall be removed to avoid unfair competition.  
 
Non-UGC-funded activities are those activities outside the scope of activities 
supported by the UGC and the costs of such activities shall not be covered by UGC 
funds.  Examples of non-UGC-funded activities of the University include, but not 
limited to, non-UGC-funded teaching programmes, contract research, consultancy 
projects, outside practice etc.     
 
The general principle guiding the operation of non-UGC-funded activities is that the 
University is not allowed to use UGC funds for non-UGC-funded activities. When 
determining the price to be charged for non-UGC-funded activities, Budget 
Controllers shall ensure that the costs in using the University resources including 
staffing, premises, and facilities etc. for the non-UGC-funded activities shall be fully 
recovered. 
 
When determining the level of overhead charges to be levied, the University shall 
reflect the full costs of the non-UGC-funded activities concerned which means the 
relevant portion of the overhead consumed by the activities concerned shall be fully 
recovered.  The overhead recovery rates shall be established for different categories 
of non-UGC-funded activities based on the full cost recovery principle. 
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Cost Allocation Practices: 
 

1. Separate accounts are maintained for UGC-funded and non-UGC funded activities. 
Expenses which can be separately identified shall be charged to the appropriate 
accounts of UGC-funded and non-UGC-funded activities directly. 

 
2. In addition to those expenses that can be separately identified and direct charged to 

the respective accounts of UGC-funded and non-UGC-funded activities, other 
expenses are allocated to accounts of UGC-funded and non-UGC-funded activities 
via cost recovery.  

 
3. In terms of cost recovery, there are two categories in general: staff cost recovery and 

non-staffing costs reimbursements, and overhead recovery. 
 

4. Academic Units are requested to provide information to the Finance Office to record 
/ apportion the departmental staffing and non-staffing expenditure into UGC-funded 
and non-UGC-funded activities onto pre-designed proforma / template on a regular 
basis. 

 
5. As the nature and mode of teaching of non-UGC-funded programmes may differ 

from one academic unit to another, a single approach for academic staff cost recovery 
and non-staffing costs reimbursement for all academic units in the University may 
not be appropriate.  Academic units are allowed to determine any one of the 
approaches listed below that they consider most appropriate to represent the  
operation and cost structure of their programmes: 

 
Nature of Reimbursements Approaches commonly used 
Teaching staff cost recovery ‐ Contact Hour Approach 

‐ Credit Unit Approach 
‐ Student Credit Approach 

Non-academic staff cost recovery 
and non-staffing costs  
reimbursements 

‐ % of involvement of administrative staff 
‐ % of non-UGC-funded fte students 
‐ Standard lump sum cost 

 
Though there are several approaches available, same approach have to be adopted 
consistently for programmes within an academic unit and by academic units under 
the same College as the nature of the programmes offered within the same College 
are broadly similar to each other.  In addition, the cost recovery approach has to be 
adopted consistently from one year to another to ensure year-on-year results are 
comparable.  Justifications have to be provided if a different approach is adopted in 
the year of change. 

     
6. Subject to the level of support from administrative services and central facilities 

provided by the University (examples include classroom hire, computing facilities, 
library, student amenities, finance and human resources etc.), the University has 
established overhead recovery rates for different categories of non-UGC-funded 
activities.  The current cost recovery mechanism is designed to ensure overheads 
recovered are able to cover full relevant costs incurred as required by the UGC’s 
Notes on Procedures.    
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7. The overhead recovery rates currently adopted by the University are set out in the 
table below: 

 
Categories of non-UGC funded Activities Recovery Rates 
A. Teaching Programmes 

On-campus CityU award-bearing 
self-financing programmes 

30% of tuition fees 

Off-campus CityU award-bearing 
self-financing programmes  

20% of tuition fees 

Non CityU award-bearing 
programmes and other short courses 

Up to 16.5% of tuition fees 

B. Non-teaching Activities 
Consultancy Projects 16.5% of income 
Non-UGC/RGC-funded Research 

Contracts/Grants  
15% of actual Innovation and 

Technology Commission (ITC) 
funding for ITC Projects 

16.5% of expenditure for Others 
Others 16.5% of expenditure 

 




