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Camberwell
1,928 students

CSM
4,560 students

Chelsea
1,487 students

LCC
4,591 students

LCF
5,518 students

Wimbledon
808 students

UK 53% International 33% Other EU 14%

Our international profile

Number of students at the University by course level

Undergraduate

13,931 2,703 2,258

Postgraduate and research Further education

Number of students and courses by college

16

number of courses
number of students

46 13 53 73 13

University of the Arts London Statistics

Six Colleges 
18,892 students
1,000 academic, research and technical staff
2,000 associate lecturers
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Right: Final year students exhibit their 
work at the University’s annual summer 
shows, a key date in the capital’s cultural 
calendar

Below: Every year, the Royal Festival Hall 
is host to the University’s awards 
ceremonies where more than 7,500 
students receive their awards
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Due to the hard work and commitment of our staff, the 
2012–13 academic year has been one in which we have 
consolidated our position as a world-leading specialist 
university for teaching and research in art, design, fashion, 
communication and the performing arts. Despite an 
overall reduction across the sector in applications from UK 
students, we fully recruited to our targets for both home/
EU and international undergraduates. Last year, we had 
a total student community of over 18,500, of whom 33% 
were from outside the EU, creating a powerfully diverse 
community. 

As our Financial Statements show, this demand for places 
has meant that we have a strong financial story to tell, with 
an underlying annual surplus of £14.7m. This, together with 
cash receipts of almost £4.5m from the sale of properties, 
has enabled us to plan and embark on an ambitious five- 
year capital investment programme. We carried out major 
refurbishments at London College of Fashion’s principal 
building at Oxford Circus during the summer of 2013, 
including an expansion and complete refurbishment of 
its library, and created a new digital suite and upgraded 
teaching facilities at London College of Communication. We 
now have planning consent for a major new studio building 
at Wimbledon College of Art which will open at the start of 
the 2014 academic year and, in the longer term, we are 
working to deliver new campuses for both London College 
of Fashion and London College of Communication.

Looking behind the financial facts and figures, we see 
a diverse, fast moving institution which engages with 
all aspects of creative education. Earlier in the year, 
our community came together to campaign against 
the potential sidelining of arts and design in English 
Baccalaureate Certificate proposals; and then again to 
cautiously welcome the Government’s change of position 

Vice-Chancellor’s foreword

Nigel Carrington
Vice-Chancellor

on this issue. The University’s Awarding Body validates 
more than half of the UK’s Foundation Diplomas and has 
worked together with others across our sector to influence 
the development of the arts and design curriculum in 
schools. Our involvement in these broader educational 
missions at schools level is mirrored at the other end of the 
spectrum by our continuing focus on thoroughly preparing 
our undergraduate and graduate students for their post-
university careers; the last year has seen an unprecedented 
range of initiatives to enable our students to work on live 
projects with creative industry partners.

During the year, the Higher Education Funding Council for 
England announced that we would be awarded institution-
specific funding in recognition of our high-cost distinctive 
provision. This funding has enabled the creation of 13 new 
University Chairs in areas that cross our disciplines including 
Interactive Digital Arts, Cultural and Visual Studies, Black Art 
and Design, and Art and the Environment, and has enabled 
the appointment of practitioners in residence for each of 
the University’s 42 academic programmes. We believe that 
these new appointments will enrich the academic lives of 
our students and ensure that we remain at the cutting edge 
of our disciplines. 

On a personal note, I would like to extend my thanks to 
Sir John Tusa who has retired as Chairman of our Court 
of Governors following six years of playing a major role in 
expanding the vision and strategy of the University. 

I am delighted to welcome our new Chairman, Sir John 
Sorrell, who joins us bringing a life-long involvement in, and 
commitment to, arts and design. I look forward to helping 
to shape the next phase of the University’s development 
with him.
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Summary of financial position

Income by funding source

Expenditure by category

22.29% Funding council grants

12.40% Other income

64.24% Tuition fees and education contracts

0.59% Research contracts

0.48% Endowment and investment income

55.08% Staff costs

41.89% Other operating expenses

1.79% Interest payable

1.24% Depreciation

1.24% 1.79%

55.08%41.89%

22.29%

64.24%

12.40%

0.59%

0.48%

 31 July 2013 31 July 2012
 £000 £000  

Total income 230.727 214.771

Total expenditure 215,993 204,481

Surplus for the year before exceptional items 14,734 10,290

Net assets 240,526 202,385
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Operating review
Operating at the heart of the world’s creative capital, 
University of the Arts London is a vibrant international 
centre for innovative teaching and research in art, 
design, fashion, communication and performing arts. The 
University’s unique creative community is made up of six 
Colleges:

— Camberwell College of Arts
— Central Saint Martins
— Chelsea College of Arts
— London College of Communication
— London College of Fashion
— Wimbledon College of Arts

Many renowned names in the cultural and creative sectors 
have been produced by the University. These include 13 
Turner prize winners and over half of all nominees, 10 out 
of 17 fashion designers named British Designer of the Year, 
more than half of the designers showcased in London 
Fashion Week and 12 out of 30 winners of the Jerwood 
Photography Award. 

Our University not only awards more than 6,000 
undergraduate and postgraduate degrees each year 
but also delivers short creative courses and executive 
education to more than 18,500 students, generating 
through its subsidiaries, additional annual income of over 
£10 million.

We have come a long way since five of our six colleges 
were brought together as the London Institute in 1986 
and we have grown rapidly since our incorporation as a 
university in 2004.

—  We are the largest specialist arts and design university 
in Europe and recognised as a world leader for teaching 
and research in our disciplines. 

—  Our six Colleges foster stimulating and welcoming 
learning environments. Each College is at the heart  
of its community, drawing on and contributing to the 
local culture.

—  Exceptional links with industry and partner organisations 
mean a high proportion of students find employment 
quickly after graduating. Our Student Enterprise and 
Employability Service (SEE) provides tailored advice, 
support and access to opportunities.

—  The University shapes and forms the future: outstanding 
achievements of the University’s researchers have made 
us a global leader in theoretical and practice based 
research in the arts and have led to the development of 
a world class, sustainable research culture. 

Notwithstanding these significant achievements the 
University continues to face very significant challenges. Our 
current strategy 2010 – 2015 was the outcome of strategic 
reviews and consultations across the University and is a 
vision which can be successfully delivered if we 
focus on the key strategic priorities which have been 
identified. Together these priorities are designed to build on 
our distinctive collegiate, practice-led learning experience 
whilst developing broader communities of practice across 
the University. At the same time we are focused on 
providing unified and cost-effective administrative and study 
support systems and a better and more consistent level of 
staff and student experience across all of our Colleges; and 
we are responding to global competition by exploring ways 
to internationalise our curriculum, increasing the size and 
impact of our postgraduate community and nurturing even 
stronger links with the creative and cultural industries in 
which most of our graduates choose to work.

All Colleges and central University services develop 
annual operating plans each year based around our nine 
strategic priorities which are set out below. In addition, 
and recognising the importance of an effective underlying 
operating environment across the entire University, we have 
‘enabling strategies’ which underpin the delivery of our 
new strategy in the key areas of finance, people, estates, 
information, communications, and equality and diversity.

Our strategic priorities
Building on our practice-led traditions we offer high quality 
teaching and an innovative curriculum that responds to 
cultural, economic and technological change and enhances 
graduate employability. We prepare students to become 
creative practitioners by developing a curriculum that is 
culturally diverse and fosters employability and enterprise. 
We offer a learning experience which is informed by 
scholarship in learning and teaching, by research and by 
engagement with employers and practitioners.

Last year we launched a reshaped Student Enterprise and 
Employability Service (SEE) which equips students and 
graduates with the skills to develop their practice, products, 
knowledge and intellectual property through tailored advice 
and support. SEE is passionate about the role technology 
can play in supporting and connecting our students 
and graduates to each other and to UAL, the creative 
community and the wider world.

Operating and financial review
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We offer a unique overall experience to our students and 
unite all our students and staff in developing a shared 
sense of purpose as members of the University community. 
We are committed to engaging our students in the 
development and delivery of their education, enabling them 
to reach their full potential through improved services and 
effective deployment of our resources across the University. 
We consult and involve staff in decisions that affect them, 
and support them to undertake their roles effectively by 
providing clear and enabling systems and appropriately-
resourced facilities. 
 
The University continues to make progress in relation to 
student satisfaction. The National Student Survey (NSS) 
of final year university students shows an improving trend, 
reflecting changes we have made to improve students’ 
experience in response to NSS results and other feedback. 
We recognise that there is still more for us to do in this area 
and we will continue to work with students to make sure we 
are responding quickly to their evolving needs and giving 
them a high-quality all-round experience.

Widening participation is a key priority for the University. 
We aim to continue to increase the number of students 
from communities that are under-represented, breaking 
down barriers to higher education and ensuring that, 
irrespective of their backgrounds, our students fulfil their 
potential and progress to successful careers. We will 
recognise success against this objective when we increase 
the proportion of UK undergraduate students recruited 
from under-represented backgrounds, and when we 
narrow the differentials in terms of social class, disability 
and ethnicity, in achievement and in the numbers of UK 
students remaining in study throughout their courses and 

progressing to further study and successful careers.
To strengthen the academic foundations of the University 
we have made significant progress to re-balance our 
portfolio and increase the range and depth of our 
postgraduate community. Through enhancing our research 
environment we aim to improve the quality, sustainability, 
impact and dissemination of our research. We are investing 
in a sustainable, world class research culture that informs 
and raises the University’s academic reputation, producing 
internationality recognised research and supporting the 
development of the creative economy.

We will become a truly international University by building 
closer academic partnerships with institutions outside the 
UK, attracting a multicultural staff and student community 
and developing a curriculum that sustains our global role.

To ensure the financial health of the University we will 
respond effectively to reductions in public funding and will 
increase the proportion of our income generated through 
the enterprise of our staff, the exploitation of our innovative 
practice and research and the most productive use of 
our resources. In 2012 –13 we continued to make good 
progress against this objective and have put in place a 
number of structural changes to help staff generate more 
income from enterprise. 

We will create a culture of social and environmental 
awareness in order to develop and integrate sustainable and 
ethical practice throughout all aspects of our life and work. 
We will identify and pursue the distinctive contribution we 
can make towards carrying out our teaching, research and 
operations in a sustainable and ethically responsible fashion.

2009 –10 2010 –11 2011 –12 2012 –13 2013 –14
forecast

4,000

2,000

0

6,000

8,000

10,000

12,000

14,000

Undergraduate
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Above: FdA Design for Graphic 
Communication students working in 
the studios at LCC

Right: Central Saint Martins 
students prepare for degree shows 
in the fashion studios
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Work by Xin Sun at the  
London College of Fashion 
MA13 catwalk show at the 
Royal Opera House, 2013
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Financial review
The financial statements comprise the consolidated results 
of the University and its subsidiaries, London Arts Property 
Limited (LAPL), London Artscom Limited (Artscom), Artscom 
Ventures Limited (formerly UAL Ventures Limited (UALV)).

LAPL, Artscom, and Artscom Ventures Limited undertake 
activities which, for legal and commercial reasons, are more 
appropriately channelled through a limited company. LAPL’s 
principal activity is property rental, Artscom specialises in 
short courses and related educational consultancy, Artscom 
Ventures Limited’s principal activity is the delivery of 
international short courses and consultancy. LAPL, Artscom 
and Artscom Ventures Limited all transfer taxable profits to 
University of the Arts London under deed of covenant.

The consolidated income and expenditure account set 
out on page 32 of the financial statements shows that the 
University achieved a surplus excluding one-off items of 
£14.7 million for the year ended 31 July 2013.

As in previous years, the University’s performance is 
underpinned by strong overseas academic fees which 
exceeded £72.2 million (2012: £62.4 million) and a profit 
of £2.9 million (2012: £2.9 million) generated by its main 
trading subsidiary, London Artscom Limited, through the 
provision of short courses and consultancy. The University’s 
surplus was further increased by £3.9 million relating to 
the accounting profit on the sale of Bushey Hill Road, 
Palmeston Road and 49 Merton Road and the release of 

Operating and financial review

associated negative goodwill. Including one-off items, the 
University’s surplus totalled £18.6 million for the year ended 
31 July 2013 which will be used to fund the University’s 
future capital programme.

The University’s consolidated balance sheet continues to 
remain strong with net assets of £240.5 million. Levels 
of working capital have further improved during the year 
with little increase in student debtor levels notwithstanding 
the expansion of income and the unfavourable economic 
climate. Both the results for the year and the strong balance 
sheet put the University in a good position to continue to 
effectively deliver its strategic objectives and progress its 
ambitious capital plans that are under way.

The University continues to offer a package of scholarships, 
bursaries and other support, which aim to ensure that 
students from less well off backgrounds are not deterred 
from applying. It is vital that the University remains open to 
talented students regardless of their background or parental 
income. We are already successful at widening participation 
and are determined to ensure that higher fees do not 
impede further success.

Performance indicators

 2012 –13 2011–12 2010 –11 2009 –10

Total income (£m) 230.7 214.8 209.2 211.9

Surplus generated before exceptional items (£m) 14.7 10.3 16.4 11.3

Cash balances (£m) 60.7 62.1 50.4 47.4

Net Assets (£m) 240.5 202.4 213.0 160.0

Percentage ratio of surplus to total income (%) 6.4 4.8 8.6 5.3

Current ratio 2.8 2.2 2.2 1.2

Days ratio of net liquid assets to total expenditure 204 179 157 87
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Public benefit statement
University of the Arts London is an exempt Charity under 
the terms of the Charities Act 1993.

In setting and reviewing the University’s objectives and 
activities, the Court of Governors has due regard to the 
Charity Commission’s guidance on the reporting of public 
benefit and particularly to its supplementary guidance on 
the advancement of education. This statement has been 
included in response to the formal reporting requirement 
introduced by the Higher Education Funding Council for 
England (HEFCE) as the principal regulator of English higher 
education institutions under the Charities Act 2006. 

The overall aim of University of the Arts London, as set out 
in the Education Reform Act 1988, is:
—  to provide higher education
—  to provide further education
—  to carry out research and to publish the results of 

the research or any other material arising out of or 
connected with it in such manner as the corporation 
sees fit.

In implementing its aims and objectives the University is 
guided by the vision, values and priorities set out in its 
medium term strategy. The University’s core activities deliver 
substantial public benefit and to support this assertion the 
University aims to be transparent and accountable in the 
way that it manages any public funding that it receives.

Widening participation
Our continued success in widening participation is essential 
to realising the University’s vision and values, to innovate 
and stimulate creativity, as well as respecting individuality 
and valuing diversity. We are committed to developing 
strong links with schools and FE colleges within Greater 
London, whilst recognising our national and international 
leadership role in widening participation in the creative 
arts sector. Our diverse programme of activities offers high 
quality, accessible learning opportunities designed to enrich 
the art and design experience of participants.

Sustainability Strategy
University of the Arts London aims to create a culture 
of social and environmental awareness in order to 
develop and integrate sustainable and ethical practice 
throughout all aspects of our life and work. Art, design 
and communication education can play a vital role in the 
development of a more sustainable future – the majority 
of a product’s environmental and economic costs can 
be determined during the design process and before 
production begins. UAL must therefore recognise the global 
implications of its activities and responsibilities. 

UAL wishes to maximise the positive environmental, social 
and economic impacts that result from these activities and 
operate within an ethical and responsible framework. To 
fulfil this there are four key strategic areas on which we 
have focused our aspirations and plans: curriculum and 
research, campus and resources, culture and community.

Future developments
In responding to the priorities set out in the University’s 
Estates Strategy for 2010 – 2015, consideration has been 
given to the potential development opportunities available 
to the University to achieve increased ‘fitness for purpose’ 
across our estate. These developments are currently at 
the feasibility stage and a number of options are being 
worked on.

The University continues to perform well financially and has 
a strong track record in achieving the financial targets that 
it sets itself. Notwithstanding the changes to the funding 
landscape and the challenging economic climate, the 
University continues to operate within a sustainable medium 
term financial plan and has produced a balanced budget for 
2013 –14, which:
—  Manages reductions in HE grant funding as well as 

achieving a balanced position which minimises any 
negative impact on the student experience;

—  Permits full compliance with OFFA requirements for the 
direct benefit of students by setting aside an additional 
£0.9 million for bursaries, outreach and National 
Scholarships;

—  Has ring-fenced £2.4 million of specialist funding to 
further improve the student experience with initiatives 
including: the appointment of 13 new University Chairs 
to build student engagement across UAL; Practitioners 
in Residence to be appointed to each of UAL’s 42 
programmes; and the launch of a postgraduate  
lecture series;

—  Maintains Vice-Chancellor’s scholarships to the value 
of £0.5 million to encourage growth in postgraduate 
student recruitment;

—  Allows the University to continue its investment in 
specific IT and estates projects for the benefit of 
students and staff;

—  Maintains the previous year’s level of investment in 
planned maintenance to sustain accommodation 
standards for students and staff across the University;

—  Increases the budget surplus by £5 million to generate 
funds for future capital projects so that the University 
will be in a position to progress medium and long-term 
estates plans.
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Governors
A list of the members of the University’s Court of Governors 
is set out on page 7.

Disclosure of information to auditors
The governors in office at the date of approval of this report 
confirm that, so far as they are each aware, there is no 
relevant audit information of which the University’s auditors 
are unaware, and each governor has taken all the steps that 
they ought to have taken as a governor to make themselves 
aware of any relevant audit information and to establish that 
the University’s auditors are aware of that information.

Internal and external auditors
A full market testing exercise for both internal and 
external audit services was undertaken in 2009-10 in 
accordance with the University’s financial procedures, the 
Financial Memorandum with HEFCE and EU procurement 
requirements. KPMG LLP were re-appointed as the 
University’s external auditors for the year ended 31 July 
2013. In September 2010 the Court of Governors approved 
the appointment of Mazars LLP to provide internal audit 
services to the University for the year ended 31 July 2011 
initially for a one year period but renewable annually up to a 
maximum of five years.

Creditor payment policy
It is the University’s policy to pay creditors when they 
fall due for payment. Provided that the supplier is also 
complying with all relevant terms and conditions, the 
majority of suppliers’ invoices are paid within 30 days after 
the invoice date, unless other payment terms have been 
agreed.

Staff and student involvement
The University places considerable value on the involvement 
of its staff and students and on good communication 
with them. The University provides updates to all staff at 
regular intervals during the year, providing information on 
the progress, performance and successes. The University 
recognises three trade unions and there is a formal structure 
for information, consultation and negotiation with their 
elected representatives. Separate funds are set aside 
each year for staff development, ensuring that technical, 
management and professional training is available to all staff.

Diversity, individuality and equality of opportunity are part 
of the University’s core values. Our Equality and Diversity 
Framework for 2010 – 2015 shows how we have created 
an inclusive learning and working environment for all 
our students and staff. It outlines the challenges and 
opportunities we face and identifies how we can address 
the former and embrace the latter. It identifies our past and 
current efforts on equality and diversity issues, and provides 
a tangible vision for the future. 

The Framework responds to the legislative framework for 
equality and diversity under the Equality Act 2010, along 
with the regulatory requirements set by HEFCE and Ofsted. 

However, it should be noted that the overall approach of 
the Framework is to go beyond the letter of the law and 
regulation, allowing the University and Colleges to articulate 
what equality and diversity truly means for all our students 
and staff. This approach provides a solid foundation for 
current and future work and will help assure the University’s 
position as a world leader in academic excellence, 
commercial expertise and diversity.

The Framework is a comprehensive resource for the 
University, with the following discrete but linked sections:
—  Equal opportunities policy  

The Policy identifies our commitment to equality and 
diversity through a series of over-arching values, along 
with commitments specifically targeted at our students 
and staff

—  Nine equality schemes 
The Framework includes separate equality schemes 
for each of the protected characteristics outlined under 
the Equality Act 2010, providing a picture of past and 
proposed activity under each strand

—  Equality and diversity strategy 
The Strategy is underpinned by the following three aims:

 >  Ensuring legal and sectoral compliance
 >  Advancing University ownership and leadership
 >  Recognising the value of diversity and developing 

exemplary practice across the University.

Operating and financial review
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Health and safety
The University aspires to achieve a positive health and 
safety culture. This requires commitment and active 
co-operation by staff and students alike, supported by 
sufficient resources, training and guidance. The University 
is committed to providing a safe and healthy working 
environment through: 
—  the use of materials, equipment and machinery that are 

safe and do not present acceptable risks to health;
—  information, instruction, training and supervision as 

necessary to ensure all staff and students can work safely;
—  the development of safe systems of work, reflecting best 

practice, so that staff and students expect good health 
and safety practices as a matter of course. 

The University believes commitment to health and safety 
is essential in the proper execution of management 
responsibilities. It therefore ensures all managers have 
the necessary competencies and skills to achieve this. 
Health and safety is an integral part of planning within the 
University at all levels.

Conclusion
The University continues to strengthen financially and 
academically. This has been achieved through the effort of 
the University’s staff. We pass on the thanks of the Court of 
Governors to them all for their continued efforts.

 

Nigel Carrington
Vice-Chancellor
18 November 2013

Sir John Sorrell
Chairman of the Court of Governors
18 November 2013
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Work at the LCC summer shows  
by Jeff Chun-Hee Luu, BA (Hons) 
Graphic and Media Design, 2013

Paintings by Tom Camera, 
BA (Hons) Fine Art at the Chelsea 
summer shows, 2013
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Installation by Francis Olvez-Wilshaw, 
BA (Hons) Fine Art Sculpture, at the 
Camberwell summer shows, 2013
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Corporate governance statement

The University is a higher education corporation established 
under Section 121 of the Education Reform Act 1988 and 
an exempt charity under charity legislation. Its governing 
document is the Instrument and Articles of Government 
which were approved by Orders of the Privy Council.

The University is committed to exhibiting best practice in all 
aspects of corporate governance. This summary describes 
the manner in which the University is compliant with the 
principles set out in the UK Corporate Governance Code of 
June 2010. Its purpose is to help the reader of the accounts 
understand how the principles have been applied. 

The Court of Governors is the University’s governing body. 
Members of the Court of Governors (known as ‘governors’) 
are the University’s trustees. The Court of Governors is 
made up primarily of external lay members from whom its 
Chairman and Deputy Chairman are elected. Also included 
in its membership are University staff members and the 
President of the Students’ Union as student governor. 
External lay members are not remunerated for the work 
they do for the University.

The Court of Governors is responsible for the University’s 
system of internal control and for reviewing its effectiveness. 
Such a system is designed to manage rather than eliminate 
the risk of failure to achieve business objectives and can 
only provide reasonable and not absolute assurance against 
material misstatement or loss.

The Court of Governors is of the view that there is an 
ongoing process for identifying, evaluating and managing 
the University’s significant risks, that it has been in place for 
the year ended 31 July 2013 and up to the date of approval 
of the annual report and accounts, that it is regularly 
reviewed by the Court and that it accords with the internal 
control guidance for directors on the Combined Code as 
deemed appropriate for higher education. 

In line with HEFCE guidance, the University has in place 
a risk management strategy and policy which have been 
considered and endorsed by senior management, the 
University’s internal auditors, the Audit Committee and the 
Finance Committee (the governors’ lead body for ensuring 
the University is managing its risks). 

Consideration of risk and associated control mechanisms 
is a standing item on the Finance Committee agenda. The 
Audit Committee’s role in this area is to ensure a high level 
review of the arrangements for internal financial control. The 
Court’s agenda includes regular items for consideration of 
risk and control and receives reports thereon from senior 
management and the Audit/Finance Committees. The 
emphasis is on obtaining the relevant degree of assurance 
and not merely reporting by exception.

At its meeting on 18 November 2013, the Court carried out 
the annual assessment for the year ended 31 July 2013 by 
considering documentation from the senior management 
team, internal and external audit, and taking account of 
events since 31 July 2013. These conclusions have been 
reported to HEFCE.

The Court of Governors
The Court of Governors endeavours to conduct its 
business in accordance with the principles of the Nolan 
Committee on standards in public life (selflessness; 
integrity; objectivity; accountability; openness; honesty; 
leadership). It also conducts its business in compliance 
with the guidance to universities provided by the 
Committee of University Chairmen. The Court of Governors 
conducts effectiveness reviews of the way it conducts 
its business every five years. A review was undertaken in 
summer 2012 and an action plan developed to address 
recommendations, where necessary, including relating to 
the evaluation of individual governors. 

The Court is responsible for the determination of the 
educational character and mission of the University and for 
oversight of its activities, including the strategic direction of 
the University; the effective and efficient use of resources; 
approval of annual estimates of income and expenditure; 
ensuring the solvency of the University and safeguarding 
of assets; the setting of a framework for the pay and 
conditions of staff; and more specifically the appointment, 
appraisal and dismissal of the Vice-Chancellor, Clerk to 
the Court and other senior managers. The Court meets 
a minimum of three times per year and has established 
several committees, including a Chairman’s Committee, 
a Finance Committee, a Nominations Committee, 
a Personnel Committee, an Estates Committee, a 
Conferments Committee and an Audit Committee. All of 
these Committees are formally constituted with terms of 
reference. They are comprised of mainly lay members of the 
Court. The governing document of the University requires 
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the Court of Governors also to establish an Academic 
Board which is comprised of academics, senior managers, 
and representatives of staff and students. There are no 
external lay members on this Board.

Academic Board
The Academic Board is responsible for the academic life 
of the University in relation to teaching and research. It 
operates though a committee structure which also covers 
the six constituent colleges.

Chairman’s Committee
The Chairman’s Committee acts on matters requiring 
authorisation on behalf of the University between 
meetings of the Court, and acts for the Court within 
delegated powers in receiving decisions and endorsing 
recommendations from committees.

Finance Committee
The Finance Committee inter alia recommends to the Court 
the University’s annual revenue and capital budgets and 
monitors performance in relation to the approved budgets.
 
Nominations Committee
The Nominations Committee considers nominations 
for vacancies in the Court membership for external lay 
governors in accordance with the University’s Instrument and 
Articles of Government. It has approved an appointments 
process, including a role description for governors and a 
policy on reappointments, to assist it in undertaking this 
duty. An advertisement inviting applications for governor 
vacancies is available on the University website.

The Committee regularly reviews the composition of the 
governing body, including its diversity, and evaluates the 
specific skills, knowledge, and experience required to fill 
potential vacancies. It sifts through prospective candidates.

The Committee also considers potential reappointments 
of serving governors, having given due regard to their 
performance and ability to contribute to the Court of 
Governors in the light of the knowledge, skills and 
experience required within the governing body overall.

It also considers arrangements for elections to staff 
governor vacancies on behalf of the Court of Governors.

Personnel Committee
The Personnel Committee is responsible for advising the 
Court on employment and other staffing matters for which 
the Court is responsible. The Committee ensures that the 
University has appropriate mechanisms in place to deliver 
effective consultation and negotiations with recognised 
trade unions. Additionally, the Personnel Committee sitting 
as the Remuneration Committee acts for the University in 
determining the remuneration of senior staff, including the 
Vice-Chancellor, and endorsing the pay award for other staff.

Estates Committee
The Estates Committee is responsible for advising the 
Court and Vice-Chancellor on all matters relating to the 
University’s property portfolio.

Audit Committee
The Audit Committee has three scheduled meetings a 
year, with the University’s external and internal auditors in 
attendance. The Committee monitors risk management 
arrangements and internal control. It considers detailed 
reports together with recommendations for the 
improvement of the University’s systems and control 
environment along with management’s responses and 
implementation plans. It also receives and considers reports 
from the Funding Council which affect the University’s 
business and monitors adherence to the regulatory 
requirements. Whilst senior executives attend meetings of 
the Audit Committee as necessary, they are not members 
of the Committee and the Committee meets with the 
internal and external auditors on their own for independent 
discussions.

Conferments Committee
The Conferments Committee is responsible for considering 
and deciding upon honorary awards by the University and 
for partner colleges when requested to do so.

Going concern 
After making appropriate enquiries, the Governing Body 
considers that the University has adequate resources to 
continue in operation/existence for the foreseeable future. 
For this reason they continue to adopt the going concern 
basis in preparing the financial statements. 
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The summer shows are open to the public, and  
exhibit an astounding variety of work in all disciplines.

Above: BA (Hons) Graphic and 
Media Design show in the atrium 
gallery at LCC

Right: Installation in the Crossing at 
Central Saint Martin’s Granary building
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Below: Work by Jessica Ng, 
BA (Hons) Fashion Design Technology: 
Womenswear, at the LCF summer 
shows, Redchurch Street

Right: Performance piece at Chelsea 
by Mimi Winsor, BA (Hons) Fine Art
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Statement of the Court of Governors’
responsibilities

In accordance with the Education Reform Act 1988 and 
the University’s Instrument and Articles of Government, 
the Court of Governors of the University is responsible for 
the administration and management of the affairs of the 
University, including an effective system of internal control, 
and is required to present audited financial statements for 
each financial year.

The Court is responsible for keeping proper accounting 
records which disclose with reasonable accuracy at any 
time the financial position of the University and to enable 
it to ensure that the financial statements are prepared in 
accordance with the University’s Articles of Government, 
the Statement of Recommended Practice: Accounting for 
Further and Higher Education and other relevant accounting 
standards. In addition, within the terms and conditions 
of a Financial Memorandum agreed between the Higher 
Education Funding Council for England and the Court 
of the University, the Court, through its designated office 
holder, the Vice-Chancellor, is required to prepare financial 
statements for each financial year which give a true and fair 
view of the state of affairs of the University and group and of 
the surplus or deficit and cash flows for that year.

The Court is responsible for the maintenance and integrity 
of the corporate and financial information included on the 
University’s website. Legislation in the UK governing the 
preparation and dissemination of financial statements may 
differ from legislation in other jurisdictions.

In preparing those financial statements, the Court is 
required to:
—  select suitable accounting policies and apply them 

consistently;
—  make judgements and estimates that are reasonable and 

prudent;
—  state whether applicable Accounting Standards have 

been followed, subject to any material departures 
disclosed and explained in the financial statements;

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

The Court has taken reasonable steps to:
—  ensure that funds from the Higher Education Funding 

Council for England (HEFCE), the Education Funding 
Agency (EFA) and the Skills Funding Agency (SFA) 
are used only for the purposes for which they have 
been given and in accordance with the Financial 
Memorandum with the HEFCE and any other conditions 
which the HEFCE, the EFA and the SFA may from time 
to time prescribe;

—  ensure that there are appropriate financial and 
management controls in place to safeguard public funds 
and funds from other sources;

—  safeguard the assets of the University and to prevent and 
detect fraud and other irregularities;

—  secure the economical, efficient and effective 
management of the University’s resources and 
expenditure.

The key elements of the University’s system of internal 
financial control, which is designed to discharge the 
responsibilities set out above, include the following:
—  clear definitions of the responsibilities of, and the 

authority delegated to, heads of academic and 
administrative departments

—  a comprehensive medium and short-term planning 
process, supplemented by detailed annual income, 
expenditure, capital and cash flow budgets

—  regular reviews of academic performance and financial 
results involving variance reporting and updates of 
forecast outturns

—  clearly defined and formalised requirements for approval 
and control of expenditure, with investment decisions 
involving capital or revenue expenditure being subject 
to formal detailed appraisal and review according to 
approval levels set by the Court of Governors

—  comprehensive financial regulations, detailing financial 
controls and procedures, reviewed by the Audit 
Committee and Finance Committee and approved by 
the Court of Governors

—  a professional internal audit team whose annual 
programme is approved by the Audit Committee and 
whose head provides the Court with a report on internal 
audit activity within the University and an opinion on the 
adequacy and effectiveness of the University’s system of 
internal control, including internal financial control.

Any system of internal financial control can, however, only 
provide reasonable, but not absolute, assurance against 
material misstatement or loss.
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Opinion on financial statements
In our opinion the financial statements:
—  give a true and fair view of the state of the affairs of the 

Group and University as at 31 July 2013 and of the 
Group’s income and expenditure, recognised gains and 
losses and cash flows for the year then ended;

—  have been properly prepared in accordance with United 
Kingdom Generally Accepted Accounting Practice; and

—  have been prepared in accordance with the Statement 
of Recommended Practice – Accounting for Further and 
Higher Education.

Opinion on other matters prescribed in the HEFCE 
Audit Code of Practice issued under the Further and 
Higher Education Act 1992
In our opinion, in all material respects:
—  funds from whatever source administered by the 

University for specific purposes have been properly 
applied to those purposes; 

—  income during the year ended 31 July 2013 has been 
applied in accordance with the University’s statutes; and

—  funds provided by HEFCE have been applied in 
accordance with the Financial Memorandum and any 
other terms and conditions attached to them.

Matter on which we are required to report by exception
We have nothing to report in respect of the following matter 
where the HEFCE Audit Code of Practice issued under 
the Further and Higher Education Act 1992 requires us to 
report to you if, in our opinion:
—  the statement of internal control included as part of the 

Corporate Governance Statement is inconsistent with 
our knowledge of the University and Group.

Chris Wilson
For and on behalf of KPMG LLP (Statutory Auditor)
Chartered Accountants
15 Canada Square
London E14 5GL

27 November 2013 

Independent auditors’ report
to the Court of Governors of 
University of the Arts London

We have audited the Group and University financial 
statements (the ‘‘financial statements’’) of University of 
the Arts London for the year ended 31 July 2013 which 
comprise 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, the Accounting Policies and the related 
notes. The financial reporting framework that has been 
applied in their preparation is applicable law and United 
Kingdom Accounting Standards (United Kingdom Generally 
Accepted Accounting Practice).

This report is made solely to the Court of Governors, 
in accordance with the Charters and Statutes of the 
institution. Our audit work has been undertaken so that we 
might state to the Court of Governors 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 
Court of Governors for our audit work, for this report, or for 
the opinions we have formed.

Respective responsibilities of the Court of Governors 
and auditors
As explained more fully in the Statement of the Court 
of Governors’ Responsibilities set out on page 26 the 
Court of Governors is responsible for the preparation of 
financial statements which give a true and fair view. Our 
responsibility is to audit, and express an opinion, on the 
financial statements in accordance with applicable law and 
International Standards on Auditing (UK and Ireland). Those 
standards require us to comply with the Auditing Practices 
Board’s Ethical Standards for Auditors.

Scope of the audit of the financial statements
An audit involves obtaining evidence about the amounts 
and disclosures in the financial statements sufficient to 
give reasonable assurance that the financial statements 
are free from material misstatement, whether caused by 
fraud or error. This includes an assessment of: whether 
the accounting policies are appropriate to the Group’s and 
University’s circumstances and have been consistently 
applied and adequately disclosed; the reasonableness 
of significant accounting estimates made by the Court of 
Governors; and the overall presentation of the financial 
statements. In addition, we read all the financial and non-
financial information in the Annual Report to identify material 
inconsistencies with the audited financial statements. If we 
become aware of any apparent material misstatements or 
inconsistencies we consider the implications for our report.
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Statement of principal accounting policies

The following accounting policies have been applied 
consistently in dealing with items which are considered 
material in relation to these financial statements.

Basis of preparation and accounting
The financial statements have been prepared under the 
historical cost convention, as modified by the revaluation 
of endowment asset investments and certain land and 
buildings for which a cost is not readily ascertainable. They 
have also been prepared in accordance with the Statement 
of Recommended Practice: Accounting for Further and 
Higher Education (2007), other applicable accounting 
standards and financial guidelines issued by the funding 
councils.

Basis of consolidation
The consolidated financial statements include the University 
and its subsidiary undertakings for the financial year to 31 
July 2013. The results of subsidiaries are included in the 
consolidated income and expenditure account from the 
date of acquisition or up to the date of disposal. Intra-group 
sales and profits are eliminated fully on consolidation. In 
accordance with FRS 2, the activities of the Students’ 
Union have not been consolidated because the University 
does not control those activities.

Recognition of income
Income from research grants, contracts and other services 
rendered is included to the extent of the completion of the 
contract or service concerned. This is generally equivalent 
to the sum of the relevant expenditure incurred during the 
year and any related contributions towards overhead costs. 
Income from short-term deposits is credited to the income 
and expenditure account in the period in which it is earned.

Donations with restrictions are recognised when relevant 
conditions have been met; in many cases recognition 
is directly related to expenditure incurred on specific 
purposes. Donations which are to be retained for the benefit 
of the institution are recognised in the statement of total 
recognised gains and losses and in endowments; other 
donations are recognised by inclusion as other income in 
the income and expenditure account.

Recurrent grants from the funding councils are recognised 
in the period in which they are receivable. Grants from 
funding councils or other bodies received in respect of 
the acquisition or construction of fixed assets are treated 
as deferred capital grants and amortised in line with 
depreciation over the life of the assets.

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 
endowments in the balance sheet.

Increases or decreases in value arising on the revaluation 
or disposal of endowment assets i.e. the appreciation 
or depreciation of endowment assets, is added to or 
subtracted from the funds concerned and is reported in the 
statement of total recognised gains and losses.

The University receives income under the National 
Scholarship Programme. Where this income is used to fund 
students using University services the income is shown 
net of expenditure. All other bursaries and scholarships 
where the University has control over use of the funds are 
accounted for gross as expenditure and are not deducted 
from income.

Maintenance of premises
The University has a rolling long-term maintenance plan, 
which forms the basis of the ongoing maintenance of 
the estate. The cost of long-term and routine correction 
maintenance is charged to the income and expenditure 
account as incurred.

Foreign currencies
Transactions denominated in foreign currencies are 
recorded at the rate of exchange ruling at the dates of the 
transactions. Monetary assets and liabilities denominated 
in foreign currencies are translated into sterling either at 
year-end rates or, where there are related forward foreign 
exchange contracts, at contract rates. The resulting 
exchange differences are dealt with in the determination of 
income and expenditure for the financial year.

Pension schemes
Retirement benefits for most employees of the University 
are provided by the Teachers’ Pension Scheme (TPS) for 
academic staff and the Local Government Pension Scheme 
(LGPS) for non-academic staff. These are defined benefit 
schemes, which are externally funded and contracted out 
of the State Second Pension (S2P), formerly the State 
Earnings Related Pension Scheme (SERPS).
 



29www.arts.ac.uk

Teachers’ Pension Scheme (TPS)
The University 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 
contributions to the TPS scheme are charged to the income 
and expenditure account so as to spread the cost of 
pensions over employees’ working lives with the University 
in such a way that the pension cost is a substantially level 
percentage of the current and future pensionable payroll. 
The contributions are determined by qualified actuaries on 
the basis of quinquennial valuations using a prospective 
benefit method.

In addition, the University contributes enhanced pension 
entitlements into the TPS for staff taking early retirement 
under past reorganisation programmes. Under FRS 17 the 
liability in respect of these enhanced pension entitlements 
is valued and shown on the balance sheet under pension 
liability. The movement is accounted for in a similar way to 
the Local Government Pension Scheme as stated below. 

Local Government Pension Scheme (LGPS)
The LGPS is delivered by means of a number of Pension 
Authorities. The University is part of the London Pension 
Fund Authority (LPFA).

The assets of the LPFA are measured using closing market 
values. LPFA liabilities are measured using the projected 
unit method and discounted at the current rate of return 
on high quality corporate bonds of equivalent term and 
currency liability. The increase in the present value of the 
liabilities of the scheme expected to arise from employee 
service in the period is charged to the operating surplus. 
The expected return on the scheme’s assets and the 
increase during the period in the present value of the 
scheme’s liabilities, arising from the passage of time, are 
included in pension finance costs. Actuarial gains and 
losses are recognised in the statement of total recognised 
gains and losses. Further details of the pension schemes 
are given in note 25.

Intangible fixed assets

Negative goodwill arising in respect of the activities of 
colleges transferred to the University is included within 
fixed assets and released to the income and expenditure 
account in the periods in which the fair values of the non-
monetary assets purchased on the same acquisition are 
recovered, whether through depreciation or sale. Where 
there are non-depreciable assets acquired, such as 
freehold land, the negative goodwill will not be recovered 
until the assets are sold.

Tangible fixed assets

Land and buildings
The cost of land and buildings inherited on incorporation 
cannot readily be ascertained and is therefore included 
on the basis of valuations carried out in November 1989 
using the assumption that the buildings will continue in 
educational use. Other land and buildings are included in 
the balance sheet at cost.

Freehold land is not depreciated. Freehold buildings are 
depreciated over their expected useful life to the University 
of up to 50 years. Where property held is listed, it is 
deemed to have an infinite useful life and, thus, charges for 
depreciation are not material. Leasehold land and buildings 
are amortised over 50 years or, if shorter, the period of the 
lease. Improvements to freehold buildings are depreciated 
over 10 to 20 years.

Where land and buildings are acquired with the aid of 
specific grants they are capitalised and depreciated as 
above. The related grants are credited to a deferred 
capital grant account and are released to the income and 
expenditure account over the expected useful economic 
life of the related asset on a basis consistent with the 
depreciation policy.

Buildings under construction are accounted for at cost, 
based upon the value of architects’ certificates and 
other direct costs incurred during the year. They are not 
depreciated until they are brought into use. Finance costs 
which are directly attributable to the construction of land 
and buildings are not capitalised as part of the cost of 
those assets.
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Equipment
Equipment costing less than £40,000 per individual item 
is written off to the income and expenditure account in the 
year of acquisition. All other equipment is capitalised at 
cost. Capitalised equipment is depreciated over its useful 
economic life as follows:

Computer equipment 33 ¹∕³ per cent per annum
Fixtures, fittings and  
other equipment  20 per cent per annum.

Where equipment is acquired with the aid of specific grants 
it is capitalised and depreciated in accordance with the 
above policy, with the related grant being credited to a 
deferred capital grant account and released to income and 
expenditure account over the expected useful economic life 
of the related equipment.
 
Heritage assets
Assets that are of historical, scientific, artistic or 
technological value and are held and maintained by the 
University primarily for their contribution to knowledge 
and culture are recognised in the balance sheet at 
valuation. The value of the assets is periodically reviewed 
to ensure they are adequately stated. Gains and losses on 
revaluation are recognised in the statement of recognised 
gains and losses. No depreciation is charged on heritage 
assets as they are expected to have a long economic 
life. Maintenance costs are charged to the income and 
expenditure account when incurred.

Leased assets
Costs in respect of operating leases are charged on 
a straight line basis over the lease term. Any leasing 
agreements that transfer to the University substantially all 
the benefits and risks of ownership of an asset are treated 
as if the asset had been purchased outright. The assets 
are included in fixed assets and the capital element of the 
leasing commitments is shown as obligations under finance 
leases. The lease rentals are treated as consisting of capital 
and interest elements. The capital element is applied to 
reduce the 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. At present there are no assets 
held under finance lease. Assets held under hire purchase 
contracts which have the characteristics of finance leases 
are depreciated over their useful lives.

The University holds a number of nominations agreements 
with student accommodation service providers. These 
guarantee that university students will occupy a minimum 
proportion of rooms within a property over a year. The 
operation of each agreement varies. Depending on 
the occupancy level attained against the guaranteed 
occupancy level, the University will either receive surplus 
income from the service provider or make a payment to 
cover under-occupancy. 

Where information is available on the rent collected from 
students by the service provider, and the service provider is 
considered to be acting as an agent for the University, the 
net payment or receipt is grossed-up to show both income 
and expenditure separately in the financial statements. 
Where this information is not readily obtainable by the 
University, the net payment is shown against expenditure 
and a receipt is shown as income.

Investments
Fixed asset investments that are not listed on a recognised 
stock exchange are carried at historical cost less any 
provision for impairment in their value. Investments that 
form part of endowment assets are included in the balance 
sheet at market value. Current asset investments are 
included in the balance sheet at the lower of their original 
cost and net realisable value.
 
Stocks
Stocks are stated at the lower of their cost and net 
realisable value. Where necessary, provision is made for 
obsolete, slow moving and defective stocks.

Taxation
The University is an exempt charity within the meaning of 
schedule 3 of the Charities Act 2011 (formerly schedule 
2 of the Charities Act 1993) and is considered to pass 
the tests set out in Paragraph 1 Schedule 6 Finance Act 
2010 and therefore it meets the definition of a charitable 
company for UK corporation tax purposes. Accordingly, 
the University is potentially exempt from taxation in respect 
of income or capital gains received within categories 
covered by section 287 CTA2009 and sections 471, and 
478-488 CTA 2010 (formerly s505 of ICTA 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. Subsidiary companies are liable to 
corporation tax.

Statement of principal accounting policies
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The University is partially exempt in respect of Value 
Added Tax, so that it can only recover a minor element of 
VAT charged on its inputs. Irrecoverable VAT on inputs is 
included in the costs of such inputs and added to the cost 
of tangible fixed assets as appropriate, where the inputs 
themselves are tangible fixed assets by nature.

Cash flows and liquid resources
Cash flows comprise increases or decreases in cash. 
Cash includes cash in hand net of overdraft and deposits 
repayable on demand. Deposits are repayable on demand 
if they are in practice available within 24 hours without 
penalty. No investments, however liquid, are included in 
cash. Investments include cash which is not available within 
24 hours without penalty.

Liquid resources include sums on short-term deposits with 
recognised banks and building societies and government 
securities.

Provisions
Provisions are recognised when the University has a 
present legal or constructive obligation 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. 
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   2013 2012
  Note £000 £000

Income
Funding council grants 1  51,428    70,659 
Tuition fees and education contracts 2  148,206    117,552 
Research contracts 3  1,355    1,029 
Other income 4  28,619    24,729 
Endowment & investment income 5  1,119    802 
    
Total income   230,727    214,771 
    
Expenditure    
Staff costs 6  118,969    111,997 
Other operating expenses 7  90,485    85,974 
Depreciation 8  2,677    2,825 
Interest payable 9  3,862    3,685 
    
Total expenditure   215,993    204,481 
    
Surplus before exceptional items   14,734    10,290 
Profit on disposal of assets 10  1,812    4,268 
Release of negative goodwill relating to disposal of assets 10  2,100    – 
    
Surplus on continuing operations after depreciation  
of assets at valuation and disposal of assets   18,646    14,558
 
(Surplus) for the year transferred to accumulated income  
in endowment funds 23  (19)   (8)
    
Surplus for the year retained within general reserves 10,24  18,627    14,550 
    
    
The income and expenditure of the Group relates wholly to continuing operations.   

Consolidated income and expenditure 
account for the year ended 31 July 2013
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   2013 2012
  Note £000 £000

Surplus on continuing operations after depreciation  
of assets at valuation and disposal of assets   18,646    14,558 
    
Difference between historical cost depreciation and the actual charge  
for the period calculated on the revalued amount 24, 26  298    305 
    
Realisation of property gains from previous years   –    1,257 
    
Historical cost surplus for the year   18,944    16,120

Consolidated statement of historical cost 
surpluses and deficits for the year ended 
31 July 2013 
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   2013 2012
  Note £000 £000

Surplus on continuing operations after depreciation of assets  
at valuation, and disposal of assets   18,646    14,558 
    
Appreciation of endowment assets investments 23  109    31 
    
Actuarial gain/(loss) – in respect of pension scheme (LGPS) 25  20,476    (21,800)
                               – in respect of TPS enhanced pension 25  (112)   (362)
    
Total recognised gain/(loss) since the last period   39,119    (7,573)
    
    
Reconciliation    
Opening reserves and endowments    176,586   
Total recognised gains for the year   39,119   
    
Closing reserves and endowments   215,705

Statement of consolidated total 
recognised gains and losses 
for the year ended 31 July 2013
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    2013   2012
 Note £000  £000   £000 £000

Fixed assets
Intangible assets 13    (11,734)    (13,923)
Tangible assets 14    334,878     340,248 
Investments 15    1     1 
        
Endowment assets 16    3,902     3,774 

Current assets 
Stocks 17  540      546 
Debtors 18  9,529      10,200 
Investments 19  60,000      37,000 
Cash at bank and in hand   60,690      62,136 

   130,759      109,882 

Creditors: amounts falling due within one year 20  (46,984)     (49,189) 
        
Net current assets     83,775     60,693 
        
Total assets less current liabilities     410,822     390,793 
        
Creditors: amounts falling due  
after more than one year 21    (101,100)    (102,697)

Net assets excluding pension liability      309,722     288,096 
Pension liability 25    (69,196)    (85,711)

Net assets including pension liability     240,526     202,385 

Deferred capital grants 22    24,821     25,799  
   
Endowments        
Expendable 23  597      587   
Permanent 23  3,305      3,187   

        
Reserves     3,902     3,774 
General reserve        
General reserve excluding pension reserve 24  265,191      242,417   
Pension reserve 25  (69,196)     (85,711)  
        
     195,995     156,706 
Revaluation reserve 26    15,808     16,106 
        
Total funds     240,526     202,385 

Consolidated balance sheet 
as at 31 July 2013

The financial statements on pages 28 to 63 were approved by the Court of Governors on 18 November 2013 and signed on its behalf by:

     
Nigel Carrington Sir John Sorrell Lorraine Baldry
Vice-Chancellor Chairman of the Court of Governors Chairman of the Finance Committee
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    2013   2012
 Note £000  £000   £000 £000

Fixed assets        
Intangible assets 13    (11,734)    (13,923)
Tangible assets 14    335,208     324,277 
Investments 15    1     1 
        
Endowment assets 16    3,902     3,774 
        
Current assets        
Stocks 17  497      500   
Debtors 18  9,408      26,450   
Investments 19  60,000      37,000   
Cash at bank and in hand   58,778      58,377   
        
   128,683      122,327   

Creditors: amounts falling due within one year 20  (46,194)     (46,577)  
        
Net current assets     82,489     75,750 
        
Total assets less current liabilities     409,866     389,879 
        
Creditors: amounts falling due  
after more than one year 21    (101,100)    (102,697)
        
Net assets excluding pension liability      308,766     287,182 
Net pension liability 25    (69,403)    (85,452)
        
Net assets including pension liability     239,363     201,730 
        
        
Deferred capital grants 22    24,821     25,799 
        
Endowments        
Expendable 23  597      587   
Permanent 23  3,305      3,187   
        

Reserves     3,902     3,774 
General reserve        
General reserve excluding pension reserve 24  264,235      241,503   
Pension reserve 25  (69,403)     (85,452)  
        
     194,832     156,051 
Revaluation reserve 26    15,808     16,106 
        
Total funds     239,363     201,730 
      

University balance sheet 
as at 31 July 2013

The financial statements on pages 28 to 63 were approved by the Court of Governors on 18 November 2013 and signed on its behalf by:

     
Nigel Carrington Sir John Sorrell Lorraine Baldry
Vice-Chancellor Chairman of the Court of Governors Chairman of the Finance Committee
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   2013 2012
  Note £000 £000

Cash flow from operating activities 28  17,306    18,455 
Returns on investments and servicing of finance 29,32  (833)   (462)
Capital expenditure and financial investment 30  5,089    (758)
Management of liquid resources 31  (23,000)   (5,500)
    
(Decrease)/Increase in cash in the period   (1,438)   11,735 
    

    
Reconciliation of net cash flow to movement in net funds/(debt)
  2013  2012
  £000  £000
    
(Decrease)/Increase in cash in the period   (1,438)   11,735 
Short term deposits invested 31  23,000    5,500
Change in debt 32 300   –
    
Movement in net funds in period   21,862    17,235 
Net (debt) at 1 August   (2,238)   (19,473)
    
Net funds/(debt) at 31 July   19,624    (2,238)

Consolidated cash flow statement 
for the year ended 31 July 2013
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1. Funding council grants Note 2013  2012
  £000  £000

HEFCE recurrent grants    
Teaching  31,423  47,810
Research  6,263  6,321
Other   464    69 
    
Specific grants    
HEFCE special initiatives   2,971    2,621 
EFA recurrent grant   6,122    7,045 
SFA recurrent grant   2,819    3,531 
    
HEFCE capital grants released in year 22   
Buildings   1,012    3,217 
Equipment   354    45 
    
  51,428  70,659
    

2. Tuition fees and education contracts  2013  2012
  £000  £000

HE home students   57,908    38,363 
HE overseas students   61,638    52,517 
FE home students   974    1,580 
FE overseas students   10,548    9,924 
Non-credit bearing courses   15,995    14,178 
Exam and registration fees   1,143    990 
    
  148,206  117,552
    

3. Research contracts  2013  2012
  £000  £000

Research councils   730    543 
UK based charities   195    115 
UK central government   134    145 
UK public corporations  –    13 
EU government bodies   78    100 
EU other   51    35 
Other overseas   121    72 
Other   46    6 
    
  1,355  1,029

Notes to the accounts
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4. Other income  Note 2013  2012
  £000  £000

Non-research contracts   4,555    4,605 
Residences and catering 11  16,839    13,319 
Retail operations 12  1,487    1,366 
Release from deferred capital grants 22  188    212 
Other income   5,550    5,227 
    
   28,619    24,729 
    

    
5. Endowment and investment income Note 2013  2012
  £000  £000
    
Income from expendable endowments 23  14    - 
Income from permanent endowments 23  40    35 
Investment income   1,039    730 
Pension finance income    26    37 
    
   1,119    802 
    

    
6. Staff costs
    
The average numbers of staff employed by the University during the year were as follows:                
 Number of employees
  2013  2012
  No.  No.
    
Teaching departments   1,511    1,459 
Teaching support services   320    274 
Student services   31    29 
Central services   201    201 
Premises   117    111 
Residences and catering   19    27 
Research contracts   7    11 
Other   35    50 
    
   2,241    2,162 
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6. Staff costs (continued)    
    
Analysis of expenditure by activity is as follows:  2013  2012
  £000  £000
    
Teaching departments   84,297    79,633 
Teaching support services   11,679    10,734 
Student services   2,266    1,844 
Central services   11,680    10,993 
Premises   5,050    4,994 
Residences and catering   1,406    1,252 
Research contracts   205    196 
Other   2,386    2,351 
    
   118,969    111,997 
    
This total comprises:  2013  2012
  £000  £000
    
Wages and salaries    98,518    93,028 
Social security costs   8,119    7,675 
Other pension costs (including FRS 17 adjustments)   12,332    11,294 
    
   118,969    111,997 
    
    
  2013  2012
  £  £

Emoluments of the Vice-Chancellor for the year were:    
Salary   244,436    239,175 
    
The University made no pension contributions on behalf of the Vice-Chancellor (2012: £nil).   
    
The University has five staff Governors who are paid as employees of the University. However, they do not receive additional 
remuneration for acting in the capacity of Governor. 

Remuneration of other higher paid staff, excluding  
employer’s pension contributions, during the year were as follows:
                               Number of employees  
  2013  2012
  No.  No.
    
£100,000 – £109,999   5    5 
£110,000 – £119,999   3    1 
£120,000 – £129,999   3    4 
£140,000 – £149,999  –   2 
£150,000 – £159,999   1   – 
    
   12    12 
    

Notes to the accounts
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6. Staff costs (continued) 

Three members of higher paid staff received some or all their pension entitlements as additional pay during 2012–13.
   
Compensation for loss of office:  2013  2012
  £  £
    
Compensation for loss of office payable to 1 (2012: 1) member of senior staff:   43,000    122,000

7. Other operating expenses  2013  2012
  £000  £000
    
Teaching departments   19,765    18,119 
Teaching support services   15,121    10,982 
Student services   1,484    826 
Educational expenditure   5,326    4,667 
Central services   4,007    4,341 
Premises   21,631    29,961 
Residences and catering   18,247    12,441 
Research contracts   1,147    832 
Other   3,757    3,805 
    
   90,485    85,974 

8. Depreciation    
    
The depreciation charge for the year has been funded as follows: Note 2013  2012
  £000  £000
    
Deferred capital grants release 22  188    1,130 
Revaluation reserve release 26  298    305 
General income   2,191    1,390 
    
  2,677  2,825

9. Interest payable  2013  2012
  £000  £000
    
Interest on bank loans  1,890  1,544
Pension finance costs   1,972   2141
    
  3,862  3,685
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10. Surplus for the year    
    
Surplus for the year is stated after charging/crediting:  2013  2012
  £000  £000
    
Profit on sale of fixed assets   1,812    4,268 
Release of negative goodwill relating to disposal of assets   2,100   –
External auditor’s remuneration for audit work *   71    70 
External auditor’s remuneration for non audit work **   140    249 
Internal auditor’s remuneration for audit work **   76    74 
Internal auditor’s remuneration for non-audit work **   28    4 
Operating lease payments in respect of property   15,828    12,684 
    
*   Includes £57,120 in respect of the University (£55,560 for year ended 31 July 2012).    
** This sum wholly relates to work for the University for the years ended 31 July 2013 and 31 July 2012.    
    
Trustees expenses    
The total expenses paid to two governors was £1,000 (2012: £1,000 to five governors). This represents travel and subsistence 
incurred in attending Court of Governors meetings in their official capacity.    
    
The surplus for the year may be analysed as follows:  2013  2012
  £000  £000
    
University’s surplus for the year   15,443    11,227 
Surplus generated by the subsidiary undertakings and,  
where appropriate, transferred to the university under a deed of covenant   3,184    3,323 
    
   18,627    14,550 
    

    
11. Residences and catering operations    
  2013  2012
  £000  £000

Residences    
Income   14,480    11,069 
Staff costs   (1,313)   (1,159)
Other operating expenses   (15,501)   (10,023)
    
   (2,334)   (113)
    
Catering    
Income   2,359    2,250 
Staff costs   (93)   (93)
Other operating expenses   (2,746)   (2,418)
    
   (480)   (261)

Notes to the accounts
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12. Retail operations  2013  2012
  £000  £000
 
Income   1,487    1,366 
Staff costs   (530)   (498)
Other operating expenses   (913)   (785)
     
   44    83
    
 
 
13. Intangible assets University Subsidiaries Consolidated
 Negative goodwill   Total
 £000 £000  £000
    
Cost    
As at 1 August 2012  (14,971)  85    (14,886)
    
As at 31 July 2013  (14,971)  85    (14,886) 
    

Amortisation    
As at 1 August 2012  1,048   (85)   963 
Disposal 2,100 –  2,100
Provision for amortisation  89  –    89 
    
As at 31 July 2013  3,237   (85)   3,152
    
 
Net book value    
As at 31 July 2013  (11,734) –    (11,734)
    
As at 31 July 2012  (13,923) –    (13,923)

Negative goodwill arising in respect of the assets and activities of the Colleges transferred to the University is released to  
the income and expenditure account commensurate with the recovery of the non-monetary assets acquired, the majority  
of which is over a 50 year period.
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14. Tangible fixed assets    
Transitional rules have been applied on implementing FRS15. Accordingly, the book values at implementation have  
been retained. 

If inherited land and buildings had not been valued they would have been included with a cost of nil and an aggregate 
depreciation based on cost of nil. The land and building were revalued in November 1989 by Richard Ellis, Chartered 
Surveyors. The valuations are based on the assumption that the building will continue in educational use.

No interest costs have been capitalised during the years ended 31 July 2013 or 31 July 2012. 

Heritage assets are recognised a valuation and are detailed below: 

The University owns a sculpture by Henry Moore (1898 – 1986): Two-Piece Reclining Figure No.1, (1959). The bronze was 
donated to Chelsea School of Art in 1963 after a purpose-built school was opened on Manresa Road. The discussions 
surrounding the donation of the sculpture from Henry Moore are detailed in minutes of the Governors’ meetings in 
1963 –1964. The sculpture represents an important development in Moore’s work, being the first time he separated the 
reclining figure into two pieces. It is currently located at the University’s Millbank site and is accessible to the public. The 
sculpture was formally valued for insurance purposes in 2008, 2006 and 2001 by Stancliffe and Glover Limited (fine art 
specialist) as detailed in the following table. Due to the length of time lapsed since acquisition, it has been deemed that the 
value in 2001 (£2 million), the earliest value readily attainable, should be taken as the book value at acquisition. 

In March 2007, extensive archives of the late acclaimed filmmaker Stanley Kubrick (1928 – 1999) were donated to the 
University. The Kubrick Archive contains comprehensive collections of materials relating to film production comprising 
scripts, treatments, drafts, extensive working and research documents, correspondence, costumes, props, models, 
production schedules, photography, books and film equipment. The Archives are housed in a purpose-built Archives and 
Special Collections Centre at the London College of Communication to ensure that the archives are preserved and on 
display for posterity. They are accessible to students, researchers, and the general public by arrangement. The Kubrick 
Archive is included in the balance sheet as a collection based on the insurance value since acquisition. 

These assets were first recognised as Heritage Assets in 2008 – 09 under FRS 30. There have been no additions, disposals 
or revaluations during the year.

Five year financial summary of heritage asset transactions: 

 2013 2012 2011 2010 2009
 £000 £000 £000 £000 £000

Value of heritage assets:
Henry Moore bronze 5,000 5,000 5,000 5,000 5,000
Kubrick Archive 10,400 10,400 10,400 10,400 10,400

Total value 15,400 15,400 15,400 15,400 15,400

Notes to the accounts
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14. Tangible fixed assets (continued)

Consolidated Freehold Long  
leasehold

Short  
leasehold

Heritage  
assets

Fixtures,  
fittings and 
equipment

Total

 £000 £000 £000 £000 £000 £000
 
      
Cost or valuation:
As at 1 August 2012  310,713   18,770   13,080   15,400   14,582   372,545 
Disposals  (2,881)  –  –  –   –   (2,881)

As at 31 July 2013  307,832   18,770   13,080   15,400   14,582   369,664 

Depreciation
As at 1 August 2012  10,170   402   7,244  –   14,481   32,297 
Charge for the year  2,426   20   195  –   36   2,677 
Disposals  (188)  –  –  –   –   (188)

As at 31 July 2013  12,408   422   7,439  –   14,517   34,786 

Net book value:
As at 31 July 2013  295,424   18,348   5,641   15,400   65   334,878 

As at 31 July 2012  300,543   18,368   5,836   15,400   101   340,248 

University Freehold Long  
Leasehold

Short  
Leasehold

Heritage  
Assets

Fixtures,  
Fittings and 
Equipment

Total

 £000 £000 £000 £000 £000 £000

Cost or valuation:
As at 1 August 2012  294,742   18,770   13,080   15,400   14,251  56,243 
Additions  16,300   –   –   –   –   16,300 
Disposals  (2,880)  –   –   –   –   (2,880)

As at 31 July 2013  308,162   18,770   13,080   15,400   14,251   369,663 

Depreciation
As at 1 August 2012  10,170   402   7,244   –   14,150   31,966 
Charge for the year  2,426   20   195   –   36   2,677 
Disposals  (188)  –   –   –   –   (188)

As at 31 July 2013  12,408   422   7,439   –   14,186   34,455 

Net book value:       
As at 31 July 2013  295,754   18,348   5,641   15,400   65   335,208 
       
 
As at 31 July 2012  284,572   18,368  5,836  15,400  101   324,277 
       
      
During the year a property was transferred from The London Arts Property Limited, a wholly-owned subsidiary of the University, 
at market value. This is shown as an acquisition in the University figures above but is eliminated on consolidation.
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15. Investments     
  
Consolidated and University Subsidiaries Other investments  Total
 £ £  £
     
  
At 1 August 2012 and 31 July 2013 307 565  872
     
Investments are stated at cost less impairment.     
  
     
  
Shares in group companies owned by the University may be analysed as follows:

Name of entity Nature of business  Percentage held Ordinary shares  
    of £1 held

London Arts Property Limited (LAPL) Property rental  100 1
London Artscom Limited (Artscom) Short courses and consultancy  100 100
Artscom Ventures Limited  International short courses and consultancy 100 2
     
  
Non-trading subsidiaries are as follows: 
     
Cochrane Theatre Company Limited (CTC) Did not trade in period  100 2
Creative Vacations Limited Did not trade in period  100 202
   
    307
    
All the above trading and dormant subsidiary undertakings are registered in England.    
    

    
Shares owned by subsidiary entities
 As at 31 July the group had interests in the following:

Name of entity Parent entity Place of registration Nature of business Ordinary shares Percentage
    of HK$1 of rights held

UAL Ventures Artscom Hong Kong Marketing consultancy 1 100
(China) Limited Ventures Limited  and business
   development

Notes to the accounts
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16. Endowment assets  2013  2012
  £000  £000

Consolidated and University
Balance at 1 August 2012   3,774    3,735 

New endowments invested:
Income reinvested in securities   9   – 
Increase in market value of investments   109    31 
Interest on short term investments   2    3 
Increase in cash balances held for endowment funds   8    5 
    
Balance as at 31 July 2013   3,902    3,774 
     
  
Represented by:  
Deposits and securities   3,568    3,448 
Cash at bank held for endowments funds   334    326 

Total endowments assets   3,902    3,774 
     
  

17. Stocks 2013  2012
 Consolidated University Consolidated  University
 £000 £000 £000  £000

Catering stocks  51   51   49    49 
Retail stocks  489   446  497    451 
 
  540   497   546    500 
     

 
18. Debtors 2013  2012
 Consolidated University Consolidated  University
 £000 £000 £000  £000

Amounts falling due within one year:
Debtors  6,532   6,267   7,709    7,595 
Amounts due from group undertakings –   356   –    16,665 
Prepayments and accrued income  2,997   2,785   2,491    2,190 
      
 
  9,529   9,408   10,200    26,450 
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19. Investments 2013  2012
 Consolidated University Consolidated  University
 £000 £000 £000  £000

Deposits maturing in one year or less  60,000   60,000   37,000    37,000 
      
  60,000  60,000   37,000    37,000 
      
Deposits are held with banks and building societies in the London market and licensed by the Financial Services Authority with 
more than 24 hours maturity at the balance sheet date. The interest rates for these deposits are fixed for the duration of the 
deposits at time of placement.     
 
At 31 July 2013 the weighted average interest of these fixed rate deposits was 1.10% per annum and the remaining weighted 
average period for which the interest is fixed on these deposits was 93 days. The fair value of these deposits was not materially 
different from the book value.     

20.  Creditors: amounts falling due within one year
 2013  2012
 Consolidated University Consolidated  University
 £000 £000 £000  £000
      
 
Trade creditors  4,297   4,124   5,565    5,219 
Taxation and social security  3,148   3,143   2,955    2,950 
Other creditors  13,353   12,913   9,295    8,735 
Amount due to group undertakings  –   3,012   –    1,184 
Accruals and deferred income  26,186   23,002   31,374    28,489 
      
  46,984   46,194   49,189    46,577 

21. Creditors: amounts falling due after more than one year
  2013 2012
  Consolidated Consolidated
  £000 £000
 
Long-term bank loans    100,000    100,000 
Funding council repayable grants    1,100    1,400 
Other long-term creditors   –    1,297 

    101,100    102,697 
     

Long-term loans are repayable by instalments at rates of interest varying between 1.50 per cent and 6.50 per cent.  
The liabilities may be analysed as set out below:
  2013 2012
  Consolidated Consolidated
  £000 £000

Between one and two years    1,100    1,597 
Between two and five years    7,955    3,373 
In more than five years    92,045    97,727 

    101,100    102,697

Notes to the accounts
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22. Deferred capital grant Funding Council Other Total

 £000 £000 £000

Consolidated and University
As at 1 August 2012 
Buildings  23,403   2,030   25,433 
Equipment   366   –    366 
    
Total  23,769   2,030   25,799 
   
 
Cash received 
Equipment   576   –    576 
   
Total  576   –   576 
   
 
Released to income and expenditure (Note 1)
Buildings   1,012   188   1,200 
Equipment  354   –   354 
    
  1,366   188   1,554 
    
  
As at 31 July 2013   
Buildings  22,391   1,842   24,233 
Equipment  588   –   588 
    
Total  22,979   1,842   24,821 
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23. Endowments (consolidated and University)

Balances at 1 August 2012 
Capital  365   2,436   2,801   601   3,402   3,371 
Accumulated income  47   339   386   (14)  372   364 
       
  412   2,775   3,187   587   3,774   3,735 

Investment income  21   19   40  14   54   35 
Expenditure  (17)  (14)  (31)  (4)  (35)  (27) 
         
  4   5   9   10   19   8 

Increase in market value  
of investments  66   43   109   –   109   31 
        
At 31 July 2013  482   2,823   3,305   597   3,902   3,774 

Represented by:
Capital  431   2,479   2,910   601   3,511   3,402 
Accumulated income  51   344   395   (4)  391   372 

  482   2,823   3,305   597   3,902   3,774 

Unrestricted 
Permanent

£000

Restricted 
Permanent

£000

Total  
Permanent

£000

Restricted 
Expendable

£000

Total 2013
£000

Total 2012
£000

Notes to the accounts
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24. General reserves
Movement on the general reserves during the year were as follows:
  University Subsidiaries Consolidated
  £000 £000 £000

At 1 August 2012   156,051   655   156,706 
Surplus for the year   15,443   3,184   18,627 
Transfer to University reserves   3,199   (3,199)  - 
Transfer from revaluation reserve in respect  
of depreciation of revalued assets   298 -  298 
Actuarial loss – FRS 17 (LGPS)   19,953   523   20,476 
Actuarial gain/(loss) – FRS 17 (TPS enhanced pension)   (112) -  (112)

As at 31 July 2013   194,832   1,163   195,995 
    
 

The transfer to University reserves represents the deed of covenant payments made by the subsidiaries to the University during 
the year.
 2013  2012
 Consolidated University Consolidated University
 £000 £000 £000 £000
     
  
General reserve excluding pension liability   265,191   264,235   242,417   241,503 
Pension liability (LGPS)  (63,134)  (63,341)  (79,536)  (79,277)
Pension Liability (TPS enhanced pension)  (6,062)  (6,062)  (6,175)  (6,175)

General reserve including pension liability  195,995   194,832   156,706   156,051 



Report and Financial Statements 201352

25. Pensions

Teachers’ Pension Scheme (TPS)
TPS is valued every year by the Government Actuary. Contributions are paid by the University at the rate specified. The 
Scheme is unfunded and contributions are made to the Exchequer. The payments from the Scheme are made from funds 
voted by Parliament. The contribution rate payable by the employer is 14.1% of pensionable salaries.

Under the definitions set out in Financial Reporting Standard 17 “Retirement benefits” (FRS 17), the TPS is a multi-employer 
defined benefit pension scheme. The University is unable to identify its share of the underlying assets and liabilities of the 
scheme. Accordingly, the University applies the exemption in FRS 17 and has accounted for its contributions as if it were a 
defined contribution scheme.

Universities Superannuation Scheme (USS) 
USS is valued every three years by professionally qualified independent actuaries using the projected unit method, the rates 
of contribution payable being determined by the trustees on the advice of the actuaries. In the intervening years, the USS 
actuary reviews the progress of the USS scheme.

The contribution rate payable by the University to USS is 16.0% of pensionable salaries. The actuary to USS has confirmed 
that it is appropriate to take the pensions costs in the University’s accounts to be equal to the actual contributions paid 
during the year. In particular, the contribution rate recommended following the 2011 valuation has regard to the surplus 
disclosed, the benefit improvements introduced subsequent to the valuation and the need to spread surplus in a prudent 
manner over the future working lifetime of current scheme members.

Under the definitions set out in FRS 17, the USS is a multi-employer defined benefit pension scheme. The University is 
unable to identify its share of the underlying assets and liabilities of the scheme. Accordingly, the University applies the 
exemption in FRS 17 and has accounted for its contributions as if it were a defined contribution scheme. At 31 March 2013 
USS had over 148,000 active members and the University has 45 active members participating in the scheme.

Notes to the accounts
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25. Pensions (continued)
 
Local Government Pension Scheme and Enhanced TPS scheme    
 The LGPS is a funded scheme providing benefits based on final pensionable pay with the assets held by a number of Pension 
Authorities in separate trustee administered funds. The University is covered by the London Pension Fund Authority.  
   
There are two separate valuations of LGPS schemes as at 31 July 2013. They relate to the University and London Artscom 
Limited. There is also a separate actuarial valuation for enhanced pension contribution which comprises of contribution to 
the TPS.    
 
The material assumptions used by the actuaries over all valuations for FRS 17 at 31 July 2013 were:
 %
Inflation (RPI)  3.4
Inflation (CPI)  2.6
Rate of increase in salaries 4.3
Expected return on assets 5.4
Rate of increase in pensions 2.6
Discount rate for liabilities 4.8

The assumptions used by the actuary are the best estimates chosen from a range of possible actuarial assumptions which, 
due to the timescale covered, may not necessarily be borne out in practice.   
 
The current mortality assumptions include sufficient allowance for future improvements in mortality rates. The average future life 
expectancies at age 65 are summarised below:
 Current Future
 Male Female Male Female
 years years years years

LPFA (UAL)  20.9   23.9   22.9   25.7 
LPFA (London Artscom)  20.6   24.2   22.6   26.1 
TPS Enhanced  20.1   24.1   22.1   26.0 
     
   
Local Government Pension Scheme – University and Artscom     
 
The following information is based upon an actuarial valuation at 31 July 2013 by a qualified actuary.

The agreed contribution rates for period beginning 1 April 2013 is 17.3 per cent for employers and between 6.5 and  
7.5 per cent for employees throughout for future periods.
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25. Pensions (continued)

Scheme assets    
The fair value of the scheme assets, (of which the University’s share is an estimated 3 per cent), which are not intended to 
be realised in the short term and may be subject to significant change before they are realised, and the present value of the 
scheme’s liabilities, which are derived from cash flow projections over long periods and thus inherently uncertain, were:

 Value at  Value at  Value at 
 31 July 2013 31 July 2012 31 July 2011
 £000 £000 £000

Equities  64,517   79,092   72,053 
Target return funds  39,808   11,139   11,745 
Alternative assets  10,981   17,823   14,425 
Cash  1,373   3,342   4,124 
Cash flow matching  20,591   –   – 
Other bonds  –   –   2,053 
    
Total market value of assets  137,270   111,396   104,400 

    
 31 July 2013  31 July 2012 31 July 2011
    
Equities 6.40% 5.60% 6.80%
Target return funds 4.90% 4.30% 4.50%
Alternative Assets 5.40% 4.60% 5.80%
Cash 0.50% 0.50% 3.00%
Cash flow matching 3.40%  –   – 
Other bonds  –   –  5.30%
    
 
 2013 2012 2011
 £000 £000 £000
   
University’s estimated asset share  137,270   111,396   104,400 
Present value of scheme liabilities  (200,404)  (190,932)  (160,511)
    
Deficit in the scheme  (63,134)  (79,536)  (56,111)

Analysis of the amount charged to the income and expenditure account
  2013 2012
  £000 £000
 
Service cost   8,197   6,392
 
Past service cost   160   49 
Curtailment and settlements   168  89 

Total operating charge   8,525  6,530 

Long term rate   
of return  

expected at

Long term rate  
of return  

expected at

Long term rate  
of return  

expected at

Notes to the accounts
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25. Pensions (continued)

Analysis of net return on pension scheme
  2013 2012
  £000 £000
 
Expected return on pension scheme assets    5,862    6,660 
Interest on pension scheme liabilities    (7,576)   (8,460)
    
Net return    (1,714)   (1,800)

Amount recognised in the statement of total recognised gains and losses (STRGL)    
   2013  2012
   £000  £000

Actual return less expected return on pension scheme assets   15,524    (4,466)
Change in financial and demographic assumptions underlying the scheme liabilities  4,952    (17,334)
    
Actuarial gain /(loss) recognised in STRGL    20,476    (21,800)

Movement in deficit during year      
   2013  2012
   £000  £000
    
Deficit in scheme at beginning of year    (79,536)   (56,111)

Movement in year:    
Current service charge    (8,197)   (6,392)
Employer’s contributions    6,037    6,577 
Contributions in respect of unfunded benefits     128    128 
Past service costs    (160)   (49)
Impact of settlement and curtailment    (168)   (89)
Net return on assets    (1,714)   (1,800)
Actuarial gain/(loss)    20,476    (21,800)
    
Deficit in scheme at end of year    (63,134)   (79,536)
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25. Pensions (continued)

Analysis of the movement in the present value of the scheme liabilities
  2013 2012
  £000 £000

Opening obligation  (190,932)   (160,511)
Current service cost   (8,197)   (6,392)
Interest cost   (7,576)   (8,460)
Contributions by members   (2,454)   (2,304)
Past service costs   (160)   (49)
Settlements and curtailments   (168)   (89)
Actuarial gain/(loss)   4,952    (17,334)
Estimated unfunded benefits paid   128    128 
Estimated benefits paid   4,003    4,079 

Closing obligation   (200,404)   (190,932)

Analysis of the movement in the present value of the scheme assets
  2013  2012
  £000 £000

Opening fair value of assets  111,396    104,400 
Expected return on assets   5,862    6,660 
Contributions by members   2,454    2,304 
Contributions by employer   6,165    6,705 
Actuarial gain/(loss)  15,524    (4,466)
Estimated benefits paid   (4,131)   (4,207)

Closing Fair value of assets   137,270    111,396 
    

History of experience gains or losses
 
 2013 2012 2011 2010 2009
 £000 £000 £000 £000 £000
      
Difference between the  
expected and actual  
return on assets:  15,524   (4,466)  2,931   2,559   (10,599)
Value of assets  137,270   111,396   104,400   89,896   76,133 
% of scheme assets  11.31%  (4.01%)  2.81%  2.85%  (13.92%)

Experience gains and losses  
on scheme liabilities  (80)  (80)  12,645   324   - 
Total present value of liabilities  (200,404)  (190,932) (160,511)  (144,717)  (131,994)
% of scheme liabilities  0.04%  0.04%  (7.88%)  (0.22%)  - 

Total amounts recognised  
in statement of total recognised  
gains and losses  20,476   (21,800)  1,915   3,471   (23,096)
Total present value of liabilities  (200,404)  (190,932)  (160,511)  (144,717)  (131,994)
% of scheme liabilities  (10.22%)  11.42%  (1.19%)  (2.40%)  17.50%

Notes to the accounts
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25. Pensions (continued)
  2013 2012
  £000 £000

Teachers’ pension scheme enhanced contributions

The following information is based upon an actuarial valuation of the fund for FRS 17 purposes  
to 31 July 2013 by a qualified actuary. 

Value of enhanced pensions (6,062)   (6,175)

Scheme assets
There is no information available on the scheme assets and liabilities.

Analysis of the amount charged to the income and expenditure account

  2013  2012
 £000 £000

Total operating charge  -   - 

Analysis of net return on pension scheme 2013  2012
 £000 £000

Interest on pension scheme liabilities  (232)   (304)

Net return  (232)   (304)
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Notes to the accounts

25. Pensions (continued)

Amount recognised in the statement of total recognised gains and losses (STRGL)
  2013 2012
  £000 £000

Experience gains and losses arising on the scheme liabilities  (140)  (75)
Change in assumptions underlying the present value of the scheme liabilities  28   (287)

Actuarial (loss) recognised in STRGL  (112)  (362)
    
   
Movement in deficit and obligation during year
  2013 2012
  £000 £000
   
Deficit in scheme at beginning of year  (6,175)  (5,953)
Movement in year:
Unfunded benefits paid  457   444 
Net return on assets  (232)  (304)
Actuarial (loss)  (112)  (362)

Deficit in scheme at end of year  (6,062)  (6,175)

History of experience gains or losses
 2013 2012 2011 2010 2009
 £000 £000 £000 £000 £000
      
Experience gains and (loss) on scheme liabilities  (140)  (75)  499   126   (110)
Total present value of liabilities  (6,062)  (6,175)  (5,953)  (6,348)  (6,347)
% of scheme liabilities  2.31%  1.21%  (8.38%)  (1.98%)  1.73%

Total amounts recognised in statement of total  
recognised gains and losses  (112)  (362)  283   322   (395)
Total present value of liabilities  (6,062)  (6,175)  (5,953)  (6,348)  (6,347)
% of scheme liabilities  1.85%  (5.86%)  (4.75%)  (5.07%)  6.22%
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25. Pensions (continued)

Net return is shown in the consolidated accounts as follows
  2013  2012
  £000 £000

Pension finance costs      
LGPS University schemes   (1,740)    (1,837) 
TPS enhanced contributions   (232)    (304) 
 
Total charged to interest payable (Note 9)  (1,972)  (2,141)
 
Pension finance income 
LGPS – London Artscom Limited  26  37
 
Total net return   (1,946)   (2,104)
 

Reconciliation to the balance sheet 
 2013   2012
 Consolidated University Consolidated University
 £000 £000 £000 £000
     
  
Pension liability (LGPS)   (63,134)   (63,341)  (79,536)  (79,277)
Pension liability (TPS)  (6,062)  (6,062) (6,175) (6,175) 
 
 
Total pension liability  (69,196)   (69,403)  (85,711)  (85,452)

26. Revaluation reserve

Movements on the revaluation reserve during the year were as follows:
                        Consolidated and University
   £000
     
As at 1 August 2012      16,106 
 
Transfers to general reserves in respect of depreciation on revalued assets     (298)
 
As at 31 July 2013    15,808 
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27. Financial commitments 
 
At 31 July, the University was committed to making the following payments during the next year in respect of operating leases. 
 
  2013  2012
   Land and buildings Land and buildings 
  £000 £000

Leases which expire: 
Within one year   39    6,831 
Between two and five years   711   235 
In more than five years   13,259   6,721 

   14,009  13,787 
 

 
28. Reconsiliation of consolidated operating surplus to net cash flow from operating activities 

 Note 2013  2012
  £000 £000
   
Surplus for the year 10  18,627    14,550 
Depreciation and amortisation 13,14  2,588    2,536 
Disposal reducing negative goodwill 10,13  (2,100)   – 
Deferred capital grants released to income 22  (1,554)   (3,474)
Investment income 5  (1,119)   (802)
Profit on sale of fixed assets 10  (3,912)   (4,268)
Interest payable 9  3,862    3,685 
Pension costs less contribution payable 25  1,903    (619)
Decrease/(Increase) in stocks   6    (54)
Decrease in debtors   671    670 
(Decrease)/Increase in creditors   (3,766)   6,231 
     
Net cash inflow from operating activities   15,206    18,455 
   
 

29. Returns on investments and servicing of finance
 Note 2013  2012
  £000 £000
   
Income from endowments 5  55   35 
Income from short-term investments 5 1,038   730 
Interest paid  (1,926)   (1,227)
 
  (833)  (462)

Notes to the accounts



61www.arts.ac.uk

30. Capital expenditure and financial investment 
 Note 2013  2012
  £000 £000
   
Tangible assets acquired 14  –    (6,779)
Endowment funds retained 16  8    5
 
Total fixed and endowment asset investments acquired   8    (6,774)
Receipts from sales of tangible assets  6,605    5,569 
Deferred capital grants received 22  576    447
  
  7,189  (758)
 
 
 
31. Management of liquid resources
  2013  2012
  £000 £000

Short term deposits invested   (23,000) (5,500)
 
 
 
 
32. Analysis of changes in consolidated financing 
 Note   Loans
   £000

Balance as at 1 August 2012 21   101,700
Funding council repayable grants    (300)
   
Balance at 31 July 2013     101,400
 
 
 
 
33. Analysis of changes in net funds

 At 1 August 2012 Cash Flows Non cash  At 31 July 2013 
   movements 
 £000 £000 £000 £000
    
Cash at bank and in hand:   
Endowment assets  326  8   –  334  
Other  62,136   (1,446)  –  60,690 
  
  62,462   (1438)  –   61,024 
     
  
Investments  37,000   23,000    60,000  
Loans due less than one year  (300)  300   (300) (300) 
Loans due after more than one year  (101,400)  –  300   (101,100)
     
  (2,238)  21,862   –  19,624 
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34. Amounts disbursed as agent 

Hardship funds
  2013  2012
  £000 £000

Income    
Excess of income over expenditure at 1 August 2012  218  205
Funding Council grants   920  800
Interest earned  2  2
 
  922 802
    
   
Expenditure
Disbursed to students   (693) (762)
Fund running costs  (27) (27)
    
   (720) (789)
    
Excess of income over expenditure at 31 July 2013  420 218
    
 
Funding Council grants are available solely to assist students. The University acts only as a paying agent. The grants and 
related disbursements are therefore excluded from the income and expenditure account. Balances outstanding as at 31 July 
are allocated during the following August or returned to the funding body in accordance with the provisions of the scheme.   
   
 
 
35. Linked charities

The University has a number of linked charities which fall within Schedule 2 of the Charities Act 1993 (‘paragraph (w) charities’) 
which are regulated by HEFCE. Their activities are included within the University’s results and may be analysed as follows: 
     
  Number of 

entities
1 August  

2012
£000

Change in  
market value 

£000

Income 
 

£000

Expenditure 
 

£000

At 31  
July 2013 

£000

University Chairs  2  2,414  - 3  -  2,417

Bursaries,  
scholarships  
and prizes  2   1,160  109  46 (35)  1,280

Notes to the accounts
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36. Related party transactions   
 
Due to the nature of the University’s operations and the composition of the Court of Governors 
(being drawn from local, public and private sector organisations), it is inevitable that transactions will 
take place with organisations in which a member of the Court of Governors may have an interest. 
All transactions involving organisations in which a member of the Court of Governors may have an 
interest are conducted at arms length and in accordance with the University’s financial regulations and 
normal procurement procedures.   
  
The following related party transactions took place during the year.

Expenditure totalling £987,872 (2011/12: £835,474) was paid to the Students’ Union, relating mainly 
to a grant payable to support their activities. The entity is related to the University by virtue of the 
Union president being a governor of the University.   
  
Expenditure totalling £537,815 (2011/12: £437,939) was paid to the Fashion Retail Academy, relating 
mainly to a grant payable for the provision of education services on behalf of the University. The entity 
is related to the University by virtue of a Trustee, Elizabeth Reid, being a governor of the University.  
  
Expenditure totalling £819,550 (2011/12: £1,907,671) was paid to Broadgate Estates Limited. The 
company is related to a governor, Clara Freeman OBE, by virtue of her being a close family member 
of a director of a connected entity. Authority is granted under Section 73A of the Charities Act 1993 
(minutes of the Court of Governors meeting on 14 July 2008 refer). There were no outstanding 
liabilities payable at the year end. The transactions were undertaken at arms length and steps were 
taken to avoid any potential conflict of interest during the decision making process.   
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