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Summary of the University’s structure of
corporate governance
The University is an independent corporate body, whose
legal status derives from a Royal Charter. Its objects,
powers and framework of governance are set out in the
Charter and supporting Statutes.

The Charter and Statutes establish three separate bodies,
each with clearly defined functions and responsibilities, to
manage and oversee the University’s activities:

Council is the governing body of the University, responsible
for setting the general strategic direction of the institution,
for ensuring proper accountability, and for the management
of its finances, property and investments and the general
business of the University.

Council comprises independent, academic and student
members appointed under the Statutes of the University,
the majority of whom are non-executive. The roles of Chair
and Vice-Chair of the Council are separated from the role of
the University’s Chief Executive, the Vice-Chancellor.

Senate is the academic authority of the University and
draws its membership entirely from the staff and students
of the University. Its principal role is to direct and regulate
the teaching and research of the University, though its remit
also includes the discussion of any matter relating to the
University, and it offers comments to the Council on a wide
range of matters.

Court is primarily a body for representatives. It offers a
means whereby the wider interests served by the University
can be associated with the institution, and provides a
public forum where members of Court can raise matters
about the University. Court meets once a year to receive the
Annual Report and Financial Statements. In addition, it is
responsible for electing the University’s Chancellor.

The majority of the members of Court are from outside the
University, representing the local community and other
designated bodies with an interest in the work of the
University.

Council has a membership of 25. These are: the Vice-
Chancellor; Deputy Vice-Chancellor; six independent
members elected by Court; nine independent members
appointed by Council; four academic members of the 

Senate; two other members of the academic staff; one
member of the non-academic staff and the President of the
Students’ Union. It meets at least three times a year and
has six committees and two joint committees. The matters
specially reserved to Council for decision are set out in a
list specifically approved by Council; by its own decision and
under the Financial Memorandum with the Higher
Education Funding Council for England (HEFCE), Council
holds to itself the responsibilities for the ongoing strategic
direction of the University, the monitoring of institutional
effectiveness and approval of major developments. It
receives regular reports from the Executive Officers on the
day-to-day operations of its business and its subsidiary
companies.

The Chair, Vice-Chair and Treasurer are appointed from
amongst the independent members. 

Strategy and Resources Committee (SRC) is a joint
committee of Council and Senate which oversees all
aspects of resource allocation, financial planning, risk
management, staffing matters and estate management. It
is responsible, in particular, for advising Council on the
overall financial strategy, treasury and investment matters,
strategic capital investment, and the budgetary system. It
considers matters such as detailed annual budgets and
financial forecasts, treasury management policy, purchasing
policy, staffing policies, routine changes of tuition fees, the
setting of student rents and capital projects.

It has four sub-committees: Physical Resources Committee
(responsible for the physical planning and environmental
aspects of the University campus); Human Resources
Committee (responsible for advising the parent committee
on the human resources strategy, staffing policies and staff
terms and conditions of employment, and for general
matters of staff management including equal opportunities,
appraisal and reward, staff development and
employer/employee relations); Information Services
Committee (responsible for overseeing the library and
information services strategy); and Scholarships, Bursaries
and Awards Committee (responsible for overseeing policy
on the award of bursaries and scholarships). SRC also
receives reports from Senate Committees on Research and
Teaching and Learning, considering them in the formulation
of strategy and policy as appropriate.

Corporate Governance

The University is committed to exhibiting best practice in all aspects of
corporate governance, including full compliance with the key recommendations
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The risk and control framework
The following processes have been established:

•Council meets at least three times through the year to
consider the plans and strategic direction of the University

•Council requires regular reports from managers on the
steps they are taking to manage risks in their areas of
responsibility, including progress reports on key projects

•Council receives periodic reports from the Chair of the
Audit Committee concerning internal control, and receives
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Council is responsible for ensuring the proper maintenance
of accounting records and the preparation of financial
statements that give a true and fair view of the state of
affairs of the University in accordance with the University’s
Charter and Statutes, the Statement of Recommended
Practice: Accounting for Further and Higher Education
Institutions dated June 2007, other relevant accounting and
financial reporting standards and within the terms and
conditions of a financial memorandum agreed between
HEFCE and Council of the University.

In causing the Financial Statements to be prepared, Council,
through its senior officers and the Strategy and Resources
and Audit Committees, is required to ensure that:

• suitable accounting policies are selected and applied
consistently;

• judgements and estimates are made that are reasonable
and prudent;

• applicable accounting and financial reporting standards
have been followed, subject to any material departures
disclosed and explained in the financial statements, and;

• financial statements are prepared on the going concern
basis unless it is inappropriate to presume that the
University will continue in operation.

Council has taken reasonable steps, through its senior
officers and Audit Committee to:

• ensure that funds from HEFCE are used only for the
purposes for which they have been given and in
accordance with the Financial Memorandum with the
Funding Council and any other conditions which the
Funding Council may from time to time prescribe;
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This report is made solely to the Council, in accordance with
the Charter and Statutes of the University. Our audit work has
been undertaken so that we might state to the Council those
matters we are required to state to it in an auditor’s report
and for no other purpose. To the fullest extent permitted by
law, we do not accept or assume responsibility to anyone
other than the Council, for our audit work, for this report, or
for the opinions we have formed. 

Respective responsibilities of the
University’s Council / Board of Governors
and Auditors
The University Council’s responsibilities for preparing the
Treasurer’s Report and the financial statements in accordance
with the Accounts Direction issued by the Higher Education
Funding Council for England, the Statement of Recommended
Practice: Accounting for Further and Higher Education,
applicable law and UK Accounting Standards (UK Generally
Accepted Accounting Practice) are set out in the Statement of
Responsibilities on page 9. 

Our responsibility is to audit the financial statements in
accordance with relevant legal and regulatory requirements
and International Standards on Auditing (UK and Ireland). We
report to you our opinion as to whether the financial
statements give a true and fair view and are properly prepared
in accordance with the Statement of Recommended Practice:
Accounting for Further and Higher Education. We also report
to you whether income from funding bodies, grants and
income for specific purposes and from other restricted funds
administered by the University have been properly applied only
for the purposes for which they were received and whether, in
all material respects, income has been applied in accordance
with the Statutes and, where appropriate, with the Financial
Memorandum with the Higher Education Funding Council for
England and the Financial Memorandum with the Training and
Development Agency for Schools. We also report to you
whether in our opinion the Operating and Financial Review is
not consistent with the financial statements.

In addition we report to you if, in our opinion, the University has
not kept proper accounting records, or if we have not received
all the information and explanations we require for our audit.
We read the Operating and Financial Review and the Corporate
Governance Statement and consider the implications for our
report if we become aware of any apparent misstatements
within them or material inconsistencies with the financial
statements. 

Basis of opinion
We conducted our audit in accordance with International
Standards on Auditing (UK and Ireland) issued by the Auditing

Practices Board and the Audit Code of Practice issued by the
Higher Education Funding Council for England. An audit
includes examination, on a test basis, of evidence relevant to
the amounts and disclosures in the financial statements. It
also includes an assessment of the significant estimates and
judgments made by the University’s Council/Board of Governors
in the preparation of the financial statements and of whether
the accounting policies are appropriate to the Group and
University’s circumstances, consistently applied and adequately
disclosed.

We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary
in order to provide us with sufficient evidence to give
reasonable assurance that the financial statements are free
from material misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also evaluated
the overall adequacy of the presentation of information in the
financial statements. 

Opinion
In our opinion:
• the financial statements give a true and fair view, in

accordance with UK Generally Accepted Accounting
Practice, of the state of the group and the University’s
affairs as at 31 July 2009 and of the Group’s deficit of
expenditure over income for the year then ended;

• the financial statements have been properly prepared in
accordance with the Statement of Recommended Practice:
Accounting for Further and Higher Education;

• in all material respects, income from the Higher Education
Funding Council for England, the Training and Development
Agency for Schools, grants and income for specific purposes
and from other restricted funds administered by the
University during the year ended 31 July 2009 have been
applied for the purposes for which they were received; and

• in all material respects, income during the year ended 31
July 2009 has been applied in accordance with the
University’s statutes and, where appropriate, with the
Financial Memorandum with the Higher Education Funding
Council for England, the Financial Memorandum with the
Training and Development Agency for Schools.

Chris Wilson 26 November 2009
For and on behalf of KPMG LLP
Statutory Auditor

Chartered Accountants
1 Forest Gate, Brighton Road
Crawley, West Sussex
RH11 9PT

Independent Auditors’ Report to the 
Council of the University of Sussex 

We have audited the Group and University financial statements (the ‘financial
statements’) of the University of Sussex for the year ended 31 July 2009 which
comprise the primary statements such as the Group Income and Expenditure
Account, the Group and University Balance Sheets, the Group Cash Flow
Statement, the Group statement of total recognised gains and losses and the
related notes. These financial statements have been prepared under the historical
cost convention and in accordance with the accounting policies set out therein. 
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2009 2008
Note £’000 £’000

Income

Funding council grants 1.1 56,932 56,282

Academic fees and support grants 1.2 42,177 34,629

Research grants and contracts 1.3 28,613 26,341

Other operating income 1.4 30,043 27,408

Endowment income and interest receivable 1.5 869 655

Total income: Group and share of joint ventures 158,634 145,315

Less: Share of joint ventures income 17 (8,808) (8,203)

Group income 149,826 137,112

Expenditure

Staff costs 2.1 86,947 78,774

Depreciation 2.4 7,830 7,523

Other operating expenses 2.3 54,632 49,755

Interest payable 2.2 5,214 3,792

Exceptional Finance Costs 20 5,773 -

Total expenditure: Group and share of joint ventures 160,396 139,844

Less: Share of joint ventures expenditure 17 (8,633) (6,960)

Group expenditure 151,763 132,884

Group (deficit)/surplus on continuing operations after 
depreciation of fixed assets at cost and before tax (1,937) 4,228

Surplus on disposal of assets 142 5,328

Group (deficit)/surplus on continuing operations after depreciation 
of fixed assets and disposal of assets at cost but before tax (1,795) 9,556

Share of surplus in joint venture 17 175 1,243

1,243



12

U
niversity

of
S

ussex
FinancialS

tatem
ents

20



13
U

niversity
of

S
ussex

FinancialS
tatem

ents
2008/2009

2009 2008
Note £’000 £’000

Fixed assets
Tangible assets 3 129,059 123,237
Investment 4 396 431

Endowment investments 6 4,589 4,895

Current assets
Stocks 242 266

Debtors 7 15,759 12,633

Investments 14.5 27,270 18,744

Cash at bank and in hand - 423
43,271 32,066
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Note 2009 2008

£’000 £’000

Net cash inflow from operating activities 11.1 13,472
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1.  Basis of preparation
These financial statements have been prepared in
accordance with the Statement of Recommended Practice
(SORP): Accounting in Further and Higher Education
Institutions 2007 and in accordance with applicable
Accounting Standards. They conform to guidance published
by the Higher Education Funding Council.

2.  Basis of accounting
The financial statements are prepared under the historical
cost convention modified for the valuation of Endowment
Asset Investments and Fixed Asset Investments.

3.  Basis of consolidation
The consolidated financial statements include the financial
statements of the University and its subsidiary undertakings
for the financial year to 31 July 2009. These are Sussex
Innovation Centre Development Limited, East Slope Housing
Limited, University of Sussex Intellectual Property Limited
and Sussex Innovation Centre Management Limited. The
results of the Students’ Union are not consolidated because
it is an independent association with separate control.

4.  Recognition of income
Funding Council Grants are accounted for in the period to
which they relate.

Tuition Fee income is credited to the income and
expenditure account in the year in which students are
studying. Bursaries and scholarships are accounted for as
expenditure and not deducted from income.

Research grants, contracts and other services
rendered are accounted for on an accruals basis and
included to the extent of the completion of the contract or
service concerned; any payments received in advance of
such performance are recognised on the balance sheet as
deferred income within creditors.

Capital Grants received in respect of the acquisition or
construction of fixed assets are credited to deferred capital
grants in the balance sheet and are released to the income
and expenditure account over the useful economic life of the
asset for which the grant was awarded.

Sale of goods receipts are credited to the income and
expenditure account when the goods are supplied to the
customers or the terms of the contract have been satisfied.

Endowment and investment income is credited to the
income and expenditure account on a receivable basis.
Income from restricted endowments not expended in
accordance with the restrictions of the endowment, is
transferred from the income and expenditure account to
restricted endowments. Any realised gains or losses from
dealing in the related assets are retained within the
endowment in the balance sheet.

Revaluation Surplus on fixed asset investments is credited
to the revaluation reserve, via the statement of total
recognised gains and losses; a diminution in value is
charged to the income and expenditure account as a debit,
to the extent that it exceeds a previous revaluation surplus.

Increases or decreases in value arising on the revaluation or

disposal of endowment assets, is accounted for by debiting
or crediting the endowment asset, crediting or debiting the
endowment fund and is reported in the statement of total
recognised gains and losses.

5. Charitable Donations
Unrestricted donations are those with no restrictions on their
application. Where there is also no requirement for their
capital to be maintained, they are credited to the income
and expenditure account when received. Unrestricted
donations whose capital must be maintained are credited to
permanent (unrestricted) endowments in the balance sheet.

Restricted donations are those which must be applied to a
specific purpose. Where there is no requirement for capital
to be maintained, a restricted donation is credited to
expendable (restricted) endowments in the balance sheet
and then released to the income and expenditure account to
match expenditure incurred in meeting the objectives set out
by the donor. However if the donation is to be applied to the
acquisition or construction of a fixed asset it is credited to
deferred capital grants and released to the income and
expenditure account over the useful economic life of the
asset which it has funded. A restricted donation whose
capital must be maintained is credited to permanent
(restricted) endowments.

6.  Agency Arrangements
Funds which the institution receives and disburses as paying
agent on behalf of a funding body, are excluded from the
income and expenditure of the institution where the
institution is exposed to minimal risk or enjoys minimal
economic benefit related to the transaction.

7.  Leases and Hire Purchase Contracts
Costs in respect of operating leases are charged on a
straight-line basis over the lease term.

Finance leases, which substantially transfer all the benefits
and risks of ownership of an asset to the Institution, are
treated as if the asset had been purchased outright. The
assets are included in fixed assets and the capital elements
of the leasing commitments are shown as obligations under
finance leases. The lease rentals are treated as consisting of
capital and interest elements. The capital element is applied
in order to reduce outstanding obligations and the interest
element is charged to the income and expenditure account
in proportion to the reducing capital element outstanding.
Assets held under finance leases are depreciated over the
shorter of the lease term or the useful economic lives of
equivalent owned assets.

8.  Taxation
The University is an exempt charity within the meaning of
Schedule 2 of the Charities Act 1993 and as such is a
charity within the meaning of Section 506(1) of the Income
and Corporation Taxes Act 1988. Accordingly, the University
is potentially exempt from taxation in respect of income or
capital gains received within categories covered by Section
505 of the Income and Corporation Taxes Act 1988 or
Section 256 of the Taxation of Chargeable Gains Act 1992
to the extent that such income or gains are applied to
exclusively charitable purposes.

Statement of Principal Accounting Policies
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13.  Investments
Listed investments held as fixed assets or endowment
assets are shown at market value. Investments in subsidiary
undertakings are shown at the lower of cost or net realisable
value, and investments in joint ventures are shown in the
consolidated balance sheet at attributable share of net
assets.

Current asset investments, which may include listed
investments, are shown at the lower of cost and net
realisable value.

14.  Stocks
Stock is valued at the lower of cost and net realisable value.

15.  Cash flows and liquid resources
Cash flows comprise increases or decreases in cash. Cash
includes cash in hand, cash at bank, and deposits repayable
on demand. Deposits are repayable on demand if they are
available within 24 hours without penalty. No other
investments, however liquid, are included as cash.

Liquid resources comprise assets held as readily disposable
store of value. They include term deposits, government
securities and loan stock held as part of the Institution’s
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Notes to the Financial Statements

NOTE 1  Income

2009 2008

1.1  Funding council grants £’000 £’000

Recurrent grant

HEFCE grant 48,921 49,072

Training and Development Agency For Schools (TDA) 1,777 1,795

Specific grant

Other 3,560 2,703

Deferred capital grants released in year 

Buildings 1,659 1,593

Equipment 1,015 1,119

56,932 56,282

1.2  Tuition fees and education contracts

Full-time students: UK/EU 24,120 20,280

Full-time students: international 13,855 10,842

Part-time and other 2,992 2,666

Research training support grants 169 134

Short courses 1,041 707

42,177 34,629

1.3  Research grants and contracts

Research councils 17,010 15,691

UK-based charities 3,638 3,219

European Commission 3,713 3,085

Other grants and contracts 3,585 3,669

Releases from deferred capital grants 667 677

28,613 26,341

1.4  Other operating income

Residences, catering and other operations 16,023 14,626

Other services rendered 1,974 2,256

Other income

General academic services 2,716 2,790

NHS grants 1,331 1,922

Staff and student services 1,291 1,139

Central administrative 4,672 1,692

Other 1,961 2,907

Releases from deferred capital grants 75 76

30,043 27,408

1.5  Endowment income and interest receivable

Transferred from endowments (Note 13) 329 195

Income from short-term investments 540 460

869 655
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NOTE 2  Expenditure (continued)

2009 2008
2.3  Other operating expenses £’000 £’000

Residences, catering and other operations 7,685 6,495
Consumable and laboratory expenditure 12,220 10,658
Books and periodicals 2,008 1,788
Fellowships, scholarships and prizes 2,983 2,468
Heat, light, water and power 2,557 2,055
Repairs and general maintenance 2,137 4,907
Research grants and contracts 9,443 9,069
Auditors’ remuneration* 62 65
Auditors’ remuneration in respect of non-audit services 47 199
Equipment 2,470 1,449
Academic services 441 471
Staff and student 1,246 956
General education 6,319 4,549
Central administration and services 2,023 1,796
Premises – other costs 2,216 2,196
Other expenses 775 634

54,632 49,755

* Includes £50,284 in respect of the University (2008: £53,692)

2.4  Analysis of expenditure Staff Depreciation Other Interest Exceptional Total Total
by activity costs operating payable finance 2009 2008

expenses costs

£’000 £’000 £’000 £’000 £’000 £’000 £’000

Schools 47,693 3,519 9,978 - - 61,190 55,397

Academic services 5,883 912 3,644 - - 10,439 9,330

Research grants & contracts 10,689 1,004 9,184 - - 20,867 20,122

Residences, catering
and other operations 4,469 1,296 7,733 2,452 - 15,950 14,513

Premises 3,460 496 7,003 - - 10,959 12,916

Administration 8,397 52 2,098 - - 10,547 9,039

Other expenses 6,356 551 14,992 2,762 5,773 30,434 18,527

1607

9,(139,4 TJ13.432191.43.133Tm
0-)T9
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NOTE 6  Endowment investments Consolidated University

2009 2008 2009 2008

£’000 £’000 £’000 £’000

At 1 August 4,895 5,265 4,895 5,265

Net additions 210 584 210 584

Appreciation/(depreciation) (516) (954) (516) (954)

At 31 July 4,589 4,895 4,589 4,895

Fixed interest stocks 132 160 132 160

Equities 3,504 3,882 3,504 3,882

Cash balances 953 853 953 853

Total endowment asset investments 4,589 4,895 4,589 4,895

Endowment F
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NOTE 9  Creditors: amounts falling due after more than one year (continued)

Amounts repayable in respect of bank loans outstanding at 31 July 2009 may be analysed as follows: 

Lender Year Year Interest Balance Balance
loan of final 2009 2008

obtained repayment £’000 £’000

University

Allied Irish Bank 2003 2027 Variable - 11,642

Barclays Bank* 2007 2016 Fixed 7,598 8,456

Barclays Bank 1999 2019 Variable 2,375 2,625

Barclays Bank* 2008 2031 Fixed 27,865 8,000

HSBC 1996 2016 Variable 1,750 2,000

HSBC 1992 2012 Variable 142 229

HSBC 1991 2011 Variable 59 85

39,789 33,037

Subsidiary company

Barclays Bank 2004 2022 Fixed 2,016 2,113

Barclays Bank 2000 2010 Variable 9 15

41,814 35,165

Due within one year 727 2,317

Due between one and five years 2,559 9,589

Due in five years or more 38,528 23,259

41,814 35,165

* At 31 July 2009 the University was committed to refinancing two loans with a combined balance outstanding of
£35.463m. The new loan will have a fixed rate of interest and will be repaid at the end of 30 years.
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NOTE 10  Deferred capital grants
Consolidated University

2009 2008
£’000 £’000

At 1 August 2008
Land and buildings 48,734 48,109
Equipment 2,523 2,523
Other 462 462
Total 51,719 51,094
Cash receivable
Land and buildings 5,647 5,647
Equipment 640 640
Other - -
Total 6,287 6,287
Released to income and expenditure
Land and buildings 2,017 1,997
Equipment 1,313 1,313
Other - -
Total 3,330 3,310
At 31 July 2008
Land and buildings 52,364 51,759
Equipment 1,850 1,850
Other 462 462
Total 54,676 54,071

NOTE 11  Notes to consolidated cash flow statement

11.1  Reconciliation of consolidated 
surplus to net cash from operating activities Note 2009 2008

£’000 £’000

Surplus before tax (1,620) 10,799

Depreciation 7,722 7,417

Deferred capital grants released to income 10 (3,330) (3,380)

Investment income (792) (504)

Interest payable 2.2 5,214 3,792

Net pension cost (1,218) (1,018)

(Increase)/decrease in stocks 24 (27)

(Increase)/decrease in debtors (748) (483)

Investment in joint venture (175) (1,243)

Profit on property sales (142) (5,328)

Increase/(decrease) in creditors 2,764 ( 4 8 3 )

2 0 0 8

2 0 0 8
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NOTE 11  Notes to consolidated cash flow statement (continued)

11.2  Returns on investments and servicing of finance 2009 2008

£’000 £’000

Income from endowments 179 225

Income from short-term investments 463 309

Interest paid (3,226) (2,532)

(2,584) (1,998)

11.3  Capital expenditure and financial investment 2009 2008

£’000 £’000

Tangible assets acquired (other than leased equipment) (13,518) (10,290)

Endowment asset investments acquired (210) (584)

(13,728) (10,874)

Deferred capital grants received 6,287 5,794

Receipts from property sales 235 6,763

Endowments received 360 416

(6,846) 2,099

11.4  Analysis of changes in Total Finance Mortgages Preference
consolidated financing leases loans/other share
during the year capital

£’000 £’000 £’000 £’000

Balance at 1 August 2008 42,694 5,731 35,163 1,800

Capital repayments (13,556) (207) (13,349) -

Finance acquired 20,000 - 20,000 1,800

Net amount drawn/(repaid) in year 6,444 (207) 6,651 -

Balances at 31 July 2009 49,138 5,524 41,814 1,800

11.5  Analysis of changes At Cash At
in net debt 1August 2008 flows 31 July 2009

£’000 £’000 £’000

Cash at bank and in hand 528 (305) 223

Overdraft (7,277) 2,265 (5,012)

(6,749) 1,960 (4,789)

Short-term deposits 18,744 8,526 27,270

Debt due within one year (2,522) 1,563 (959)

Debt due after more than one year (38,372) (8,007) (46,379)
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NOTE 12  Movement on reserves
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NOTE 13  Movement on endowments

Permanent Permanent Permanent Expendable Total
Restricted Unrestricted Total Restricted

£'000 £'000 £'000 £'000 £'000

At 1st August 2008
Capital 2,984 34 3,018 1,390 4,408
Accumulated income 271 5 276 211 487

3,255 39 3,294 1,601 4,895

Additions) 8 - 8 352 360
Depreciation of Endowment Asset Investments (511) (5) (516) - (516)
Income 109 2 111 68 179
Expenditure (71) - (71) (258) (329)

At 31st July 2009 2,790 36 2,826 1,763 4,589

Represented by:
Capital 2,471 29 2,500 1,337 3,837
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NOTE 14  Pension schemes (continued)

An ‘inflation risk premium’ adjustment was also included by deducting 0.3% from the market-implied inflation on
account of the historically high level of inflation implied by the government bonds (particularly when compared to
the Bank of England’s target of 2% for CPI which corresponds broadly to 2.75% for RPI per annum).

To calculate the technical provisions, it was assumed that the valuation rate of interest would be 6.4% per
annum (which includes an additional assumed investment return over gilts of 2% per annum), salary increases
would be 4.3% per annum (plus an additional allowance for increases in salaries due to age and promotion
reflecting historical scheme experience, with further cautionary reserve on top for past service liabilities) and
pensions would increase by 3.3% per annum.

Standard mortality tables were used as follows:

Male members’ mortality PA92 MC YoB tables – rated down 1 year
Female members’ mortality PA92 MC YoB tables – No age rating

Use of these mortality tables reasonably reflects the actual USS experience but also provides an element of
conservatism to allow for further small improvements in mortality rates. The assumed life expectations on
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NOTE 14  Pension schemes (continued)

On the FRS17 basis, using a AA bond discount rate of 7.1% per annum based on spot yields, the actuary
estimated that the funding level at 31 March 2009 was 86%. An estimate of funding level measured on a
buy out basis at that date was approximately 46%.

Surpluses or deficits which arise at future valuations may impact on the University’s future contribution
commitment. A deficit may require additional funding in the form of higher contribution requirements, where a
surplus could, perhaps, be used to similarly reduce contribution requirements. The sensitivities regarding the
principal assumptions used to measure the scheme liabilities are set out below:

Assumption                        Change in assumptionImpact on scheme liabilities

Valuation rate of interest Increase/decrease by 0.5% Increase/decrease by £2.2 billion
Rate of pension increases Increase/decrease by 0.5% Increase/decrease by £1.5 billion
Rate of salary growth Increase/decrease by 0.5% Increase/decrease by £0.7 billion
Rate of mortality More prudent assumption (mortality Increase by £1.6 billion

used at date of last valuation, 
rated down by a further year)

USS is a ‘last man standing’ scheme so that in the event of the insolvency of any of the participating employers
in USS, the amount of any pension funding shortfall (which cannot otherwise be recovered) in respect of that
employer will be spread across the remaining participant employers and reflected in the next actuarial valuation
of the scheme.

The trustee believes that over the long term equity investment and investment in selected alternative asset
classes will provide superior returns to other investment classes. The management structure and targets set are
designed to give the fund a bias towards equities through portfolios that are diversified both geographically and
by sector. The trustee recognises that it would be possible to select investments producing income flows broadly
similar to the estimated liability cash flows. However, in order to meet the long-term funding objective within a
level of contributions that it considers the employers would be willing to make , the trustee has agreed to take on
a degree of investment risk relative to the liabilities. This taking of investment risk seeks to target a greater return
than the matching assets would provide whilst maintaining a prudent approach to meeting the fund’s liabilities.
Before deciding to take investment risk relative to the liabilities, the trustee receives advice from its investment
consultant and the scheme actuary, and considers the views of the employers. The strong positive cash flow of
the scheme means that it is not necessary to realise investments to meet liabilities. The trustee believes that
this, together with the ongoing flow of new entrants into the scheme and the strength of covenant of the
employers enables it to take a long-term view of its investments. Short term volatility of returns can be tolerated
and need not feed through directly to the contribution rate. The actuary has confirmed that the scheme’s cash
flow is likely to remain positive for the next ten years or more.

The next formal triennial actuarial valuation is due as at 31 March 2011. The contribution rate will be reviewed
as part of each valuation and may be reviewed more frequently.

The total pension cost for the University was £8.836 m (2008: £6.162 m). This includes £0 (2008: £0)
outstanding contributions at the balance sheet date. The contribution rate payable by the institution was 14% of
pensionable salaries.

USPAS

The University operates a defined benefit scheme in the UK. An actuarial valuation was carried out at 31 March
2006 and updated to 31 July 2009 by a qualified independent actuary. 

The pension expense charged to the income and expenditure account makes no allowances for actuarial gains
and losses during the year. Actuarial gains and losses are recognised in the Statement of Total Recognised Gains
and Losses (STRGL) in the year that they occur. (The current practice of increasing pensions in line with inflation
is included in the measurement of the defined benefit obligation).
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NOTE 14  Pension schemes (continued)

At 31 July At 31 July
2009 2008
£’000 £’000

Change in benefit obligation
Benefit obligation at the beginning of the year 92,634 82,548
Current service cost 1,842 1,769
Interest cost 5,720 4,778
Scheme participants’ contributions 867 946
Actuarial (gains)/losses
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NOTE 14  Pension schemes (continued)

Scheme assets
The weighted average asset allocation at the 31 July 2009 was:

At 31 July At 31 July At 31 July At 31 July
2009 2009 2008 2008

£’000 £’000

Equities 61.5% 35,197 57.4% 32,835

Bonds 19.8% 11,345 20.9% 11,961

Gilts 18.1% 10,353 21.5% 12,293

Cash 0.6% 353 0.2% 105

Total Market Value of Assets 57,248 57,194

To develop the expected long-term rate of return on assets assumption, the university considered the current
level of expected returns on risk free investments (primarily government bonds), the historical level of the risk
premium associated with the other asset classes in which the portfolio is invested and the expectations for
future returns of each asset class. The expected return for each asset class was then weighted based on the
target asset allocation to develop the expected long-term rate of return on assets assumption for the portfolio.
This resulted in the selection of the 6.50% assumption for the pension expense for the year ended 31 July
2009 and the 6.57% assumption for the pension expense for the year ended 31 July 2008.

2009 2008
£’000 £’000

Actual return on plan assets (397) (4,213)
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NOTE 15  HEFCE Access funds

2009 2008

£’000 £’000

Balance at 1 August - 7

Funding council grants 274 350

Disbursed to students (264) (357)

Balance unspent at 31 July 10 -

Funding council grants are solely for students; the University acts only as a paying agent. The grants and
related disbursements are therefore excluded from the Consolidated Income and Expenditure Account.

NOTE 16  TDA training bursaries 2009 2008

£’000 £’000

Balance at 1 August 110 110

TDA Grants 1,227 1,256

Disbursed to Students (1,215) (1,237)

Administration costs (18) (19)

Balance owing to TDA at 31 July 104 110

NOTE 14  Pension schemes (continued)

Five year history:
2009 2008 2007 2006 2005

Benefit obligation 91,996 92,634 82,548 88,431 75,096

Fair value of scheme assets 57,248 57,194 60,719 55,795 50,907

Surplus/(deficit) (34,748)
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