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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 
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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 Council / Board of Governors 
and Auditors
The University Council’s responsibilities for preparing the
Operating and Financial Review 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
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2010 2009
Note £’000 £’000

Fixed assets
Tangible assets 3 150,118 133,047
Investments 4 322 234
Investment in joint venture:
Share of gross assets 17 6,459 5,436
Share of gross liabilities 17 (2,183) (1,546)

Endowment investments 6 5,112 4,589

Current assets
Stocks 279 242
Debtors 7 12,753 11,581
Investments 11.5 27,556 27,270
Cash at bank and in hand 11.5 209 223

40,797 39,316
Creditors: amounts falling due within one year 8 (47,605) (38,241)
Net current (liabilities)/assets (6,808) 1,075
Total assets less current liabilities 153,020 142,835
Creditors: amounts falling due after more than one year 9 (48,100) (46,379)
TOTAL NET ASSETS excluding pension liability 104,920 96,456
Pension liability 14 (34,104)  (34,748)
TOTAL NET ASSETS including pension liability 70,816  61,708

Represented by:
Deferred capital grants 10 62,094 54,676
Endowments
Permanent 13 3,252 2,826
Expendable 13 1,860 1,763

5,112 4,589
Reserves
Income and expenditure account excluding pension liability 12.1 35,769 35,284
Pension reserve 12.1 (34,104) (34,748)
Income and expenditure account including pension liability 1,665 536
Capital reserve 12.3 1,802 1,802
Revaluation reserve 12.2 143 105

TOTAL FUNDS 70,816 61,708

The Financial Statements were approved by the Council on 26 November 2010 and signed on its behalf by: 

Professor M J G Farthing             S H D Fanshawe R A Spencer
Vice-Chancellor              Chair of Council Director of Finance  

Consolidated Balance Sheet
as at 31 July 2010
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2010 2009
Note £’000 £’000

Fixed assets
Tangible assets 3 146,262 129,059
Investment 4 484 396

Endowment investments 6 5,112 4,589

Current assets
Stocks 261 242
Debtors 7 16,635 15,759
Investments 11.5 27,556 27,270
Cash at bank and in hand 1 -

44,453 43,271
Creditors: amounts falling due within one year 8 (47,969) (39,063)
Net current (liabilities)/assets (3,516) 4,208
Total assets less current liabilities 148,342 138,252
Creditors: amounts falling due after more than one year 9 (46,293) (44,462)
TOTAL NET ASSETS excluding pension liability 102,049 93,790
Pension liability 14 (34,104)  (34,748)
TOTAL NET ASSETS including pension liability 67,945 59,042

Represented by:
Deferred capital grants 10 61,509 54,071
Endowments
Permanent 13 3,252 2,826
Expendable 13 1,860 1,763

5,112 4,589
Reserves
Income and expenditure account excluding pension liability 12.1 35,285 35,025
Pension reserve 12.1 (34,104) (34,748)
Income and expenditure account including pension liability 1,181 277
Revaluation reserve 12.2 143 105
TOTAL FUNDS 67,945 59,042

The Financial Statements were approved by the Council on 26 November 2010 and signed on its behalf by: 

Professor M J G Farthing  S H D Fanshawe R A Spencer
Vice-Chancellor    Chair of Council Director of Finance  

University Balance Sheet
as at 31 July 2010
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Note 2010 2009

£’000 £’000

Net cash inflow from operating activities 11.1 15,757 13,472

Returns on investments and servicing of finance 11.2 (3,170) (2,584)

Capital expenditure and financial investment 11.3 (14,013) (6,846)

Cash (outflow)/inflow before use of liquid resources and financing 11.5 (1,426) 4,042

Management of liquid resources (286) (8,526)

Financing 11.4 1,456 6,444

(Decrease)/increase in cash (256) 1,960
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purposes. Subsidiary companies are liable to corporation tax.

The University is registered for and subject to VAT on its
business activities. The University’s charitable non-business
activities fall outside the scope of VAT. Any irrecoverable
input VAT suffered on the acquisition of goods and services
forms part of the cost, charged to the income and
expenditure account, of those goods and services and of the
values attributed to assets and liabilities in the balance
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Current asset investments, which may include listed
investments, are shown at the lower of cost and net
realisable value.

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

14.  Repairs and maintenance
Expenditure to ensure that a tangible fixed asset maintains
its previously recognised standard of performance is
recognised in the income and expenditure account in the
period it is incurred. The Institution has a planned 5 year
rolling maintenance programme, which is reviewed on an
annual basis.

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
treasury management activities. They exclude any such
assets held as endowment asset investments.

16.  Provisions
Provisions are recognised when the institution has a present
legal or constructive obligation where, as a result of a past
event, it is probable that a transfer of economic benefit will
be required to settle the obligation and a reliable estimate
can be made of the amount of the obligation.

17.  Joint venture required to settle the obligattdrc.0required8g1b0requiIt ol25585 Tm
e3TTs enuirol2mehoudof cosnsolidtiongTj
T*
(cjint venture endtties an 2ccourdnce pitho FRS 9 TheyTj
T*
(crequiIt ol325s)shoae of vncome and expenditure an 2jint venture Tj
T*
(evdtties ans ecognised in the iosnsolidtid in ome and Tj
T*
(evpenditure account in tccourdnce pnd ift)shoae of vssets Tj
T*
(ann liqabilties an 2jint venture endtties are recognised wn the)Tj
0*
(casnsolidtid ibalnce psheet No te 17to she amcount  Tj
T*
(apovises cadituon.l oinormanion ao the ifnancial)performance Tj
T*
(on the orequiIt ol325s)sjint venture eitho he orequiIt olof Tj
T*
(oBrighto t8g1b0Brighto tnn lusse)x Medicl)pSchool))Tj
/T1_1 1 Tf
12 0 0 12 68.0315 323. 3892Tm
(178  JInran-Group Tansfctivns)Tj
/T1_0 1 Tf
9 0 0 9 68.0315 3202.8892Tm
(1Gins)or clTs s ornany sinran-group tansfctivns)are
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Notes to the Financial Statements

NOTE 1  Income

2010 2009

1.1  Funding council grants £’000 £’000

Recurrent grant

HEFCE grant 47,419 48,921

Training and Development Agency For Schools (TDA) 1,695 1,777

Specific grant

Other 4,311 3,560

Deferred capital grants released in year 

Buildings 2,238 1,659

Equipment 1,012 1,015

56,675 56,932

1.2  Tuition fees and education contracts

Full-time students: UK/EU 27,148 24,120

Full-time students: international 17,756 13,855

Part-time and other 2,974 2,992

Research training support grants 82 169

Short courses 1,182 1,041

49,142 42,177

1.3  Research grants and contracts

Research councils 16,369 17,010

UK-based charities 4,371 3,638

European Commission 3,621 3,713

Other grants and contracts 4,441 3,585

Releases from deferred capital grants 805 667

29,607 28,613

1.4  Other operating income

Residences, catering and other operations 17,168 16,023

Other services rendered 2,745 1,974

Other income

General academic services 3,373 2,716

NHS grants 1,145 1,331

Staff and student services 978 1,291

Central administrative 2,654 4,672

Other 1,981 1,961

Releases from deferred capital grants - 75

30,044 30,043

1.5  Endowment income and interest receivable

Transferred from endowments (Note 13) 302 329

Income from short-term investments 227 540

529 869
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NOTE 2  Expenditure

2010 2009
2.1  Staff costs £’000 £’000
Wages and salaries 74,271 72,261
Social security costs 6,415 6,169
Other pension costs 8,774 8,517

89,460 86,947

2010 2009

Emoluments of the Vice-Chancellor £’000 £’000    
Salary 227 227
Pension contributions 36 31

263 258
The pension contributions are in respect of employer’s contributions
to USS and are paid at the same rates as for other academic and related staff.

The average monthly number of persons (including senior post-holders) 
employed by the University during the year, expressed as full-time 2010 2009
equivalents was: Number Number

Academic/clinical 808 808
Technical 108 115
Professional management and professional support 809 814
Other, including clerical and manual 155 201

1,880 1,938

Trustee expenses
Amounts paid to or on behalf of trustees was £5,481 (2009: £5,626). 
The University had no linked charities during the year including the 
period up to signing the financial statements.

Remuneration of higher-paid staff (including the Vice-Chancellor 2010 2009
but excluding employer's pension contributions) Number Number

£100,001-£110,000 9 4
£110,001-£120,000 3 5
£120,001-£130,000 11 3
£130,001-£140,000 1 2
£140,001-£150,000 2 -
£150,001-£160,000 1 1
£160,001-£170,000 2 1
£170,001-£180,000 - 2
£180,001-£190,000 1 -
£190,001-£200,000 - -
£200,001-£210,000 2 1
£210,001-£220,000 - -
£220,001-£230,000 1 1

There were no compensation payments for loss of office paid to former senior post-holders in 2010 (2009: £0).
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NOTE 2  Expenditure (continued)

2010 2009

2.2  Interest payable £’000 £’000

Loans wholly repayable within five years 15 503
Loans not wholly repayable within five years 2,888 2,094
Finance leases 605 629
Net interest on pension liabilities 1,908 1,988

5,416 5,214

2010 2009
2.3  Other operating expenses £’000 £’000

Residences, catering and other operations 7,814 7,685
Consumable and laboratory expenditure 11,031 12,220
Books and periodicals 2,313 2,008
Fellowships, scholarships and prizes 3,106 2,983
Heat, light, w1 Tf78e £’000 3,106 2009 7,814
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NOTE 2  Expenditure (continued)

2.4  Analysis of Staff Exceptional Depreciation Other Interest Exceptional Total Total
expenditure costs Staff operating payable finance 2010 2009
by activity Costs expenses costs

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

Schools 49,208 - 4,266 7,440 - - 60,914 61,190

Academic services 5,988 - 1,008 4,702 - - 11,698 10,439

Research grants 
& contracts 10,164 - 811 10,432 - - 21,407 20,876

Residences, catering
and other operations 3,628 - 1,295 7,814 3,126 - 15,863 15,950

Premises 3,385 - 496 9,445 - - 13,326 10,959

Administration 9,859 - 52 1,800 - - 11,711 10,547

Other expenses 7,229 5,089 557 15,652 2,290 - 30,818 30,435

Total per income and

expenditure account 89,460 5,089 8,485 57,284 5,416 - 165,734 160,396

Total comparative 2009 86,947 - 7,830 54,632 5,214 5,773 160,396

2010 2009

The depreciation charge has been funded by: £’(Deferr7 Tcapi435)39
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NOTE 3  Tangible assets

Consolidated Assets in
course of

Total Freehold Leasehold construction Equipment
£’000 £’000 £’000 £’000 £’000

Cost and valuation

At 1 August 2009 203,010 22,132 142,004 6,049 32,825

Additions at cost 25,444 - 4,656 17,692 3,096

Transfer completed assets - - 12,419 (12,419) -

Disposals at cost (1,720) - (798) - (922)

At 31 July 2010 226,734 22,132 158,281 11,322 34,999

Depreciation 

At 1 August 2009 69,963 5,642 37,145 - 27,176

Disposals (1,720) - (798) - (922)

Charge for year 8,373 475 5,218 - 2,680

At 31 July 2010 76,616 6,117 41,565 - 28,934

Net book value at 150,118 16,015 116,716 11,322 6,065
31 July 2010

Net book value at 133,047 16,490 104,859 6,049 5,649
31 July 2009

University Assets in
course of

Total Freehold Leasehold construction Equipment
£’000 £’000 £’000 £’000 £’000

Cost and valuation

At 1 August 2009 197,602 16,981 142,004 6,049 32,568

Additions at cost 25,429 - 4,656 17,692 3,081

Transfer completed assets - - 12,419 (12,419) -

Disposals at cost (1,720) - (798) - (922)

At 31 July 2010 221,311 16,981 158,281 11,322 34,727

Depreciation

At 1 August 2009 68,543 4,443 37,145 - 26,955

Disposals (1,720) - (798) - (922)

Charge for year 8,226 346 5,218 - 2,662

At 31 July 2010 75,049 4,789 41,565 - 28,695

Net book value at 146,262 12,192 116,716 11,322 6,032
31 July 2010

Net book value at 129,059 12,538 104,859 6,049 5,613
31 July 2009

Freehold land with a cost of £3.639m (2009: £3.639m) is included in Fixed Assets and is not subject to depreciation.

Included in the total net book value of leasehold land and buildings for the University and the Group is £3.843m 
(2009: £3.967m) in respect of assets held under finance leases. Depreciation for the year on these assets was £0.124m
(2009: £0.124m).
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NOTE 4  Fixed asset investments

Consolidated University

2010 2009 2010 2009

£’000 £’000 £’000 £’000

Listed securities 179 141 179 141

Unlisted securities (includes investments 143 93 305 255
in subsidiaries and associates)

322 234 484 396

NOTE 5 Investment in subsidiary and associate companies and minority holdings
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Amounts repayable in respect of bank loans outstanding at 31 July 2010 may be analysed as follows: 

Lender Year Year Interest Balance Balance
loan of final 2010 2009

obtained repayment £’000 £’000

University

Barclays Bank 2007 2016 Fixed - 7,598

Barclays Bank 1999 2019 Variable - 2,375

Barclays Bank 2009 2039 Fixed 40,000 -

Barclays Bank 2008 2031 Fixed - 27,865

HSBC 1996 2016 Variable 1,500 1,750

HSBC 1992 2012 Variable 47 142

HSBC 1991 2011 Variable 33 59

41,580 39,789

Subsidiary company

Barclays Bank 2004 2022 Fixed 1,916 2,016

Barclays Bank 2000 2010 Variable - 9

43,496 41,814

Due within one year 432 727



26

U
niversity

of
S

ussex
FinancialS

tatem
ents

2009/2010
–

N
otes

to
the

FinancialS
tatem

ents

NOTE 10  Deferred capital grants
Consolidated University

2010 2010
£’000 £’000

At 1 August 2009
Land and buildings 52,364 51,759
Equipment 1,850 1,850
Other 462 462
Total 54,676 54,071
Cash receivable
Land and buildings 9,182 9,182
Equipment 2,131 2,131
Other - -
Total 11,313 11,313
Released to income and expenditure
Land and buildings 2,596 2,576
Equipment 1,300 1,300
Other - -
Total 3,896 3,876
At 31 July 2010
Land and buildings 58,950 58,365
Equipment 2,682 2,682
Other 462 462
Total 62,094 61,509

NOTE 11  Notes to consolidated cash flow statement

11.1  Reconciliation of consolidated 
surplus to net cash from operating activities Note 2010 2009

£’000 £’000

Surplus before tax 263 (1,620)

Depreciation 8,373 7,722

Deferred capital grants released to income 13 (3,896) (3,330)

Investment income (506) (792)

Interest payable 2.2 5,416 5,214

Net pension cost (1,685) (1,218)

(Increase)/decrease in stocks (37) 24

Increase in debtors (1,172) (748)

Investment in joint venture (388) (175)

Profit on property sales - (142)

Increase in creditors 4,300 2,764

Exceptional operating costs 2.5 5,089 5,773

Net cash inflow from operating activities 15,757 13,472
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NOTE 11  Notes to consolidated cash flow statement (continued)

11.2  Returns on investments and servicing of finance 2010 2009

£’000 £’000

Income from endowments 134 179

Income from short-term investments 204 463

Interest paid (3,508) (3,226)

(3,170) (2,584)

11.3  Capital expenditure and financial investment 2010 2009

£’000 £’000

Tangible assets acquired (other than leased equipment) (25,444) (13,518)

Fixed asset investments (50) -

Endowment asset investments acquired (161) (210)

(25,655) (13,728)

Deferred capital grants received 11,313 6,287

Receipts from property sales - 235

Endowments received 329 360

(14,013) (6,846)

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 2009 49,140 5,524 41,814 1,802

Capital repayments (38,544) (227) (38,317) -

New finance acquired 40,000 - 40,000 -

Net amount drawn/(repaid) in year 1,456 (227) 1,683 -

Balances at 31 July 2010 50,596 5,297 43,497 1,802

11.5  Analysis of changes At Cash At
in net debt 1August 2009 flows 31 July 2010

£’000 £’000 £’000

Cash at bank and in hand 223 (14) 209

Overdraft (5,012) (242) (5,254)

(4,789) (256) (5,045)

Short-term deposits 27,270 286 27,556

Debt due within one year (959) 269 (690)

Debt due after more than one year (46,379) (1,725) (48,104)

Net debt (24,857) (1,426) (26,283)
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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 2009
Capital 2,471 29 2,500 1,337 3,837
Accumulated income 319 7 326 426 752

2,790 36 2,826 1,763 4,589

Additions 12 - 12 317 329
Appreciation of Endowment Asset Investments 358 4 362 - 362
Income 78 1 79 55 134
Expenditure (27) - (27) (275) (302)

At 31 July 2010 3,211 41 3,252 1,860 5,112

Represented by:
Capital 2,841 33 2,874 1,299 4,173
Accumulated income 370 8 378 561 939

3,211 41 3,252 1,860 5,112

NOTE 12  Movement on reserves Consolidated University Consolidated University

2010 2010 2009 2009

£’000 £’000 £’000 £’000

12.1  Income and expenditure account reserve

At 1 August 535 277 694 (613)

Surplus/(deficit) retained for the year 263 37 (1,620) (572)

Actuarial gain on pension scheme 867 867 1,462 1,462

At 31 July 1,665 1,181 536 277

Balance represented by:

Pension reserve                       (34,104) (34,104) (34,748) (34,748)

Income and expenditure account reserve

excluding pension reserve         35,769 35,285 35,284 35,025

At 31 July 1,665 1,181 536 277

2010 2009

£'000 £’000 

12.2  Consolidated revaluation reserve

At 1 August 105 140

Increase/(decrease) in the value of fixed asset investments 38 (35)

At 31 July 143 105

2010 2009

£'000 £'000
12.3  Consolidated Capital reserve

At 31 July 1,802 1,802

The capital reserve balance of £1.802m arises on consolidation of the University’s subsidiary companies, Sussex Innovation
Centre Developments Limited and Sussex Innovation Centre Management Limited, and relates to the acquisition of £1.8m and
£0.002m respectively of preference shares (nominal value) in the companies on the 31 July 2008 for a consideration of £2.
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NOTE 14  Pension schemes

The two principal pension schemes for the University’s staff are the Universities Superannuation Scheme (USS)
and the University of Sussex Pension and Assurance Scheme (USPAS). The schemes are defined benefit
schemes, which are valued every three years by actuaries using the projected unit method. The rates of
contribution payable are determined by the trustees on the advice of the actuaries. Both schemes provide
benefits based on final pensionable salary. During the year the University opened its ‘Group Stakeholder’ defined
contribution scheme which will become more significant in future years. 

USS
The institution participates in the Universities Superannuation Scheme, a defined benefit scheme contracted out
of the State Second Pension (S2P). The assets of the scheme are held in a separate trustee-administered fund,
Universities Superannuation Scheme Limited. Because of the mutual nature of the scheme, the scheme’s assets
are not hypothecated to individual institutions and a scheme-wide contribution rate is set. The institution is
therefore exposed to actuarial risks associated with other institutions’ employees and is unable to identify its share
of the underlying assets and liabilities of the scheme on a consistent and reasonable basis and therefore, as
required by FRS 17 ‘Retirement benefits’, accounts for the scheme as if it were a defined contribution scheme. As
a result, the amount charged to the income and expenditure account represents the contributions payable to the
scheme in respect of the accounting period.

The appointment of directors to the board of the trustee is determined by the company’s Articles of Association.
Four of the directors are appointed by Universities UK; three are appointed by the University and College Union, of
whom at least one must be a USS pensioner member; one is appointed by the Higher Education Funding
Councils; and a minimum of two and a maximum of four are co-opted directors appointed by the management
committee. Under the scheme trust deed and rules, the employer contribution rate is determined by the trustee,
acting on actuarial advice.

Due to the mutual nature of the scheme, the scheme’s assets are not hypothecated to individual institutions and
a scheme-wide contribution rate is set. The institution is therefore exposed to actuarial risks associated with other
institutions’ employees and is unable to identify its share of the underlying assets and liabilities of the scheme on
a consistent and reasonable basis and therefore, as required by FRS 17 ‘Retirement benefits’, accounts for the
scheme as if it were a defined contribution scheme. As a result, the amount charged to the income and
expenditure account represents the contributions payable to the scheme in respect of the accounting period.

The latest triennial actuarial valuation of the scheme was at 31 March 2008. This was the first valuation for USS
under the new scheme specific funding regime introduced by the pensions act 2004, which requires schemes to
adopt a statutory funding objective, which is to have sufficient and appropriate assets to cover their technical
provisions. The valuation was carried out using the projected unit method. The assumptions which have the most
significant effect on the result of the valuation are those relating to the rate of return on investments (i.e. the
valuation rate of interest) the rates of increase in salary and pensions and the assumed rates of mortality. The
financial assumptions are derived from market yields prevailing at the valuation date. 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



30

U
niversity

of
S

ussex
FinancialS

tatem
ents

2009/2010
–

N
otes

to
the

FinancialS
tatem

ents

NOTE 14  Pension schemes (continued)

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
retirement at age 65 are:

Males (females) currently aged 65 22.8 (24.8) years

Males (females) currently aged 45 24.0 (25.9) years

At the valuation date, the market value of the assets of the scheme was £28,842.6m and the value of the
scheme’s technical provisions was £28,135.3m leaving a surplus of £707.3m. The assets therefore were
sufficient to cover 103% of the benefits, which had accrued to members after allowing for expected future
increases in earnings.

The actuary also valued the scheme on a number of other bases as at the valuation date. On the scheme’s
historic gilts basis, using a valuation rate of interest in respect of past service liabilities of 4.4% per annum (the
expected return on gilts) the funding level was approximately 71%. Under the Pension Protection Fund
regulations introduced by the Pensions Act 2004 it was 107% funded; on a buy out basis (i.e. assuming the
Scheme had discontinued on the valuation date) the assets would have been approximately 79% of the amount
necessary to secure all the USS benefits with an insurance company; and using FRS17 formula as if USS was a
single employer scheme, using a AA bond discount rate of 6.5% per annum based on spot yields, the actuary
estimated that the funding level at 31 March 2008 was 104%. 

The technical provisions relate essentially to the past service the past service liabilities and funding levels, but it is
also necessary to assess the ongoing cost of newly accruing benefits. The cost of future accrual was calculated
using the same assumptions as those used to calculate the technical provisions except that the valuation rate of
interest assumed asset outperformance over gilts of 1.7% per annum (compared to 2% per annum for the
technical provisions) giving a discount rate of 6.1% per annum; also the allowance of promotional salary
increases was not as high. There is currently uncertainty in the sector regarding pay growth. Analysis has shown
very variable levels of growth over and above general pay increases in recent years, and the salary growth
assumption built into the cost of future accrual is based on more stable , historic, salary experience. However
when calculating the past service liabilities of the scheme, a cautionary reserve has been included, in addition,
on account of the variability mentioned above.

The institution contribution rate required for future service benefits alone at the date of the valuation was 16% of
pensionable salaries and the trustee company, on the advice of the actuary, agreed to increase the institution
contribution rate to 16% of pensionable salaries from 1 October 2009.

Since 31 March 2008 global investment markets have continued to fluctuate and at 31 March 2010 the
actuary has estimated that the funding level under the new scheme specific funding regime had fallen from
103% to 91% (a deficit of £3,065 million). Compared to the previous 12 months, funding level has improved
from 74% (as at March 2009) to 91%. This estimate is based on the funding level at the 31 March 2008,
adjusted to reflect the fund’s actual investment performance over the year and changes in market conditions
(market conditions affect both the valuation rate of interest and also the inflation assumption which in turn
impacts on the salary and pension increase assumptions).

On the FRS17 basis, using a AA bond discount rate of 5.6% per annum based on spot yields, the actuary
estimated that the funding level at 31 March 2010 was 80%. An estimate of funding level measured on a
buyout basis at that date was approximately 57%.
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NOTE 14  Pension schemes (continued)

Surpluses or deficits that 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 assumption Impact 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 £7.862 m (2009: £8.836 m). This includes £0 (2009: £0)
outstanding contributions at the balance sheet date. The contribution rate payable by the institution was 16% of
pensionable salaries

USPAS

The University operates a defined benefit scheme in the UK. An actuarial valuation was carried out at 31 March
2009 and updated to 31 July 2010 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
2010 2009
£’000 £’000

Change in benefit obligation
Benefit obligation at the beginning of the year 91,996 92,634
Current service cost 1,045 1,842
Interest cost 5,733 5,720
Scheme participants’ contributions 904 867
Actuarial losses/(gains) 3,718 (5,591)
Benefits paid (3,963) (3,476)
Benefit obligation at the end of the year 99,433 91,996

Change in scheme assets
Fair value of scheme assets at the beginning of the year 57,248 57,194
Expected return on scheme assets 3,825 3,732
Actuarial gains/(losses) 4,585 (4,129)
Employer contribution 2,730 3,060
Member contributions 904 867
Benefits paid (3,963) (3,476)
Fair value of scheme assets at the end of the year 65,329 57,248

Funded status
Net liability recognised in the balance sheet (34,104) (34,748)

2010 2009
£’000 £’000

Components of pension cost:
Current service cost 1,045 1,842
Interest cost 5,733 5,720
Expected return on scheme assets (3,825) (3,732)
Total pension cost recognised in 2,953 3,830
income and expenditure account

Actuarial (gains)/losses immediately recognised:

2010 2009
£’000 £’000

Actual return on scheme assets (8,410) 397
Less expected return on scheme assets (3,825) (3,732)

(4,585) 4,129
Changes in assumptions 3,718 (5,591)
Total pension cost recognised in the STRGL (867) (1,462)

Cumulative amount of actuarial losses immediately recognised 21,878 26,463
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NOTE 14  Pension schemes (continued)

Scheme assets
The weighted average asset allocation at the 31 July 2010 was:

At 31 July At 31 July At 31 July At 31 July
2010 2010 2009 2009

£’000 £’000

Equities 60.3% 39,366 61.5% 35,197

Bonds 19.8% 12,933 19.8% 11,345

Gilts 19.5% 12,786 18.1% 10,353

Cash 0.4% 244 0.6% 353

Total Market Value of Assets 65,329 57,248

T
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NOTE 17 Brighton and Sussex Medical School

University University Joint venture Joint venture
Income and expenditure account for of Sussex of Brighton total total
the period ended 31 July 2010

2010 2010 2010 2009

Income £’000 £’000 £’000 £’000

HEFCE grant 3,814 3,724 7,538 7,802

NHS funds 1,236 1,236 2,472 2,662

Academic fees 1,238 1,238 2,476 2,100

Research grants and contracts 1,317 974 2,291 1,475

Other 1,727 1,474 3,201 2,725

Total income 9,332 8,646 17,978 16,764

Expenditure

Staff costs 4,720 4,285 9,005 8,875

Depreciation 112 101 213 205

Other operating expenses 4,281 4,131 8,412 7,314

Total expenditure 9,113 8,517 17,630 16,394

Surplus on continuing operations 219 129 348 370

Transfer from residue reserves 168 168 336 -

Surplus retained for the year 387 297 684 370

University University Joint venture Joint venture
Balance sheet of the Community Chest of Sussex of Brighton total total
as at 31 July 2010

2010 2010 2010 2009

£’000 £’000 £’000 £’000

Fixed assets 578 567 1,145 1,334

Current assets

Debtors 501 501 1,002 483

Cash at bank and in hand 5,380 4,893 10,273 8,596

Current liabilities

Creditors (1,648) (1,525) (3,173) (1,672)

Net current assets 4,233 3,869 8,102 7,407

Total net assets 4,811 4,436 9,247 8,741

Represented by:

Deferred capital grants 535 535 1,070 1,248

Income and expenditure account 4,276 3,901 8,177 7,493

4,811 4,436 9,247 8,741

NOTE 16  TDA training bursaries 2010 2009

£’000 £’000

Balance at 1 August 104 110

TDA Grants 1,329 1,227

Disbursed to Students (1,441) (1,215)

Administration costs (29) (18)

Balance owing to TDA at 31 July (37) 104
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NOTE 18  Capital commitments

2010 2009

Authorised and contracted for at 31 July £’000 £’000

Wholly or partly funded from loans and consolidated reserves 20,821 3,401

Wholly or partly funded from external grants - 4,424

20,821 7,825

NOTE 19  Operating lease commitment

The University entered into an operating lease in September 2007 on a new student residence comprising 450
rooms. The lease has a minimum term of 20 years with annual rentals of £1.4m.

2010 2009

£’000 £’000

Annual rentals under operating leases payable and expiring after five years 1,400 1,400

Explanatory notes

1. Background
The Brighton & Sussex Medical School (BSMS) is an equal
partnership between the Universities of Sussex and
Brighton. However, it is agreed that the University of Sussex
will be allocated 100% of the income and expenditure
relating to Oncology Research. 

In accordance with FRS 9 transactions are reported under
the definition of a ‘joint venture’.

All revenue income received in respect of BSMS by each
University is held in a ‘community chest’, managed by the
University of Sussex. Expenditure incurred by each university
on behalf of BSMS is reimbursed from the community chest.

2. Accounting arrangements
The income and expenditure of the BSMS for the year
ended 31 July 2010 is reflected in the audited Financial
Statements of both Universities as reflected in the table on
the previous page. Each University has included its share of
the gross assets and liabilities of the joint venture and its
share of the turnover and surplus.

3. Cash at bank and in hand
The balance of £10.273m as held on behalf of the School
at 31 July 2010 by the University of Sussex to meet
expenditure commitments in 2009/10 to be settled by
claims for reimbursement of expenditure from each
University.

NOTE 17  Brighton and Sussex Medical School (continued)






