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University College Northampton Higher Education Corporation

Report of the Governing Council

Format of the financial statements

The consolidated financial statements presented within this report are structured in accordance with the
Statement of Recommended Practice on Accounting for Further and Higher Education (July 2000).

The intention of the SORP is that the accounts of Further and Higher Education Institutions should, as far
as possible, be prepared on a comparable and consistent basis. They should also, where possible, be
prepared on a similar basis to the accounts of other corporate organisations. As such, the SORP takes
account of what is currently thought of as best accounting practice, the accounting provisions of the
Companies Acts, Statements of Standard Accounting Practice, Financial Reporting Standards, as
applicable to Further and Higher Education Institutions, and the concept of the "true and fair view", which
is regarded as of paramount importance.

The consolidated financial statements cover the activities of the University College Northampton (UCN)
and its four 100% owned subsidiary companies: UCN Education and Learning Limited (formerly Nene
College Library Company Limited), UCN Enterprises Limited (formerly Nene College Enterprises Limited),
UCN Residences (SS) Limited (formerly Nene College Residences (SS) Limited) and UCN Residences
(SP) Limited (formerly Nene College Residences (SP) Limited).

Results for the year

The financial outturn for 1999/2000 was broadly in line with budget expectations, however, to achieve this
position, it was necessary for action to be taken during the year to contain expenditure in response to an
overall shortfall in student numbers against budget targets.

The historical cost surplus achieved represents a significant reduction on the corresponding figure for
1998/99 but, as reported in the 1998/99 financial statements, the outturn for that year reflected a small
number of specific issues which had a significant impact on the result.

The institution continues to present a sound balance sheet and a relatively strong cash position, both of
which enable it to address the national financial situation in Higher Education from a reasonably stable
financial base. Cash backed reserves available to the University College centrally, however, remain, as
in previous years, at very modest levels in relation to the turnover of the institution.

In summary, the University College's financial results were:

1999/00 1998/99

£'000 £'000

income 39,530 38,549
Expenditure 39,996 38,191
Historical Cost Surplus 202 1,026
Total Reserves 38,512 38,728

Income rose overall by just over 2.5%; 1.1% of this change was directly attributable to an improved
performance in respect of funding from external sources for research work as the College’s reputation and
activity continues to grow in line with the Academic Mission. Aithough income from academic fees and
support grants also contributed 1.1% of the total change, this represented a significant disappointment
given general increases for inflation and improved contract arrangements with the NHS which became
effective at the start of the year. First year recruitment across the institution was patchy. Fuil-time
mandatory award courses and nursing courses generally recruited to target including a slightly higher than
expected number of students from overseas. However, numbers for part-time and masters courses failed
to reach expectations, continuing a trend over recent years. In respect of continuing students, the major
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Report of the Governing Council - continued

factor affecting income was the sharp reduction in the number of full-time mandatory award students
progressing from year 1 to year 2 and, to a lesser extent, from year 2 to year 3. This was a new
development for the institution, the cause of which is not wholly clear, although student debt arising from
the new student support arrangements is felt to be a contributory factor.

In total, after the completion of the main student enrolment process, a shortfall of around £700,000 against
budget was noted, a position which was quickly addressed to restabilise the budgetary position.

One of the particularly pleasing aspects of the year was the significant over-achievement by cost centres
of their budget targets for locally generated income for the second year in a row. This is an important
development and a trend which must continue if the University College is to reduce its reliance on public
funding and deal with the continuing cost efficiency requirements of the Funding Councils.

Total expenditure rose by just over 4.7% within which staff costs contributed 3.8% and operating
expenses 0.5%. The year on year rise in staff costs of fractionally over 6% represents the cost to the
institution of the whole year impact of the phased pay award in 1998/99, the 3.5% pay award to staff for
1999/2000, incremental drift of around 1.25% and the employment of staff in the research area to
undertake projects for which the institution has won contracts. The University College operated a vacancy
freeze during 1999/2000 but this had no marked impact on the comparative figures as a similar freeze
operated during much of 1998/99.

The small rise in operating expenses reflects a further year in which many cost centre non pay budgets
were cash limited at the previous year's level, and some excellent control of the sums available by
individual Cost Centre Managers.

Capital projects

No major capital projects were approved or commenced in 1999/2000. The extension to the Park
Campus library, which commenced in 1998/99, was the only major capital project in progress on site at
31 July 2000. This scheme is jointly funded by the University College and the HEFCE.

The emphasis of other central capital expenditure shifted this year from minor works to a programme of
replacing, upgrading and enhancing equipment with the areas of Sports Science, Art and Design,
Psychology, Management and Business, and Health being the major beneficiaries. A minor works
scheme to upgrade the University College’s largest lecture theatre commenced towards the end of the
year. This project is largely being financed by project capital funding from HEFCE.

Cash flow

Information regarding the University College's cash position for 1999/2000 is included in these accounts
in a manner which complies with the requirements of Financial Reporting Standard 1. The figures show
that the University College was cash negative during the period. This particularly reflects the University
College’s contribution to the costs of the extension to the library at Park Campus being higher than
anticipated as a result of the appeal for the project generating £390k in 1999/2000 against a budgeted
£1m.

Subsidiary companies

All of the University College's 100% owned subsidiary companies traded in 1999/2000. Further details
of these are included within note 10 to these accounts.
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Report of the Governing Council - continued

Research

The University College considers the development of an appropriate level of research as integral to its
mission. In accordance with the University College's strategic plan therefore, additional resources, over
and above those specifically received from external contracts and the HEFCE, were applied during the
year to this area. The level of external project funding applied rose from £399k to £837k and it should be
noted that, at 31 July 2000, externally funded research income of a further £559 had been received in

advance of need.

The University College intends to continue to invest annually in research development through to 2001/02,
the end of its current strategic planning period.

Employee/student involvement

In reflection of the considerable value which the University College places on the involvement of its
employees and students, both groups are represented on the Governing Council. In accordance with best
practice within the sector, UCN operates a Joint Consultation and Negotiation Committee with recognised
Trade Unions within the University College. An equal opportunities policy is operated for both staff and
students and an annual grant is made to the Students’ Union within the constraints of current legislation.

Employment of disabled people

Applications for employment by disabled persons are always given full and fair consideration, bearing in
mind the individual's aptitudes and abilities. In the event of employees becoming disabled, every effort
would be made to relocate, or retrain, them in order that their employment with the University College may
continue.

Payment of creditors

it is the University College’s policy to obtain the best value for money for its purchases and the best terms
for all business and, thus, there is no single policy as to the University College's payment terms. Where
agreements have been negotiated with suppliers, the University College endeavours to abide by the
specific payment terms.

Year 2000

The project initiated in 1997 to address the millennium date change problems was drawn to a conclusion
in March 2000. No business interruption was suffered as a result of a failure by computer systems to
recognise the date change and the very small number of minor issues which did arise were promptly dealt
with by in-house IT staff or external software suppliers.

The Governors do not believe that the costs of the year 2000 compliance programme overall can be
realistically separated from the costs of the College’s ongoing investment and maintenance expenditure
as, in many instances, compliance was achieved through the rolling programme of updating computer
hardware, software and other equipment.

Outlook for the future

There is no clear signal yet that the cycle under which the institution receives increases in grant funding
at levels below inflation, whilst facing above inflation pay awards and the cost of annual incremental drift
as a result of the application of national agreements, is about to end. This position clearly makes it more
difficult each year for the University College to produce a balanced budget which can support the range
of activity within the institution which Governors regard as appropriate to the Mission.



University College Northampton Higher Education Corporation

It remains the Governors’ intention that the University College should continue to plan to make historical
cost surpluses and the institution’s financial forecasts to 2003/04 reflect this position. However, it is
inevitable, in the current financial climate, that, in order to achieve this, further significant cost cutting will
be required and new income streams delivering worthwhile surpluses of income over expenditure will

Report of the Governing Council - continued

need to be identified and developed.

The historical cost surpluses identified in the financial forecasts range from £300k to £500k. As with the
1999/2000 surplus, these fall well short of the 3% of income which has been promoted in Higher
Education circles as a desirable level if appropriate re-investment is to be achieved, and the continuing

trend of deficits after depreciation of assets at valuation and tax remains a major concern.

On the positive side, the institution’s cash position provides some degree of security and the Governors
intend to protect this position.

The Governing Council

As at 31 July 2000, the Governing Council consisted of:

The Lady Braye
Mr R J W Bulman
Mr J Castle

Mrs A Comerford

Captain J G F Cooke
Right Reverend | Cundy
Mr M C Davenport

Mr M L Dove

Dr S M Gaskell (Rector)
Clir U E Gravesande

Mr A J Greenwell
Mr | Hardwick

Mr E Harper

Mr A R Heygate
Ms R Horwood
Mr I M Kennedy
Miss L Kidd

Dr G Mazhindu
Dr J Meara

Lady Robinson
Air Marshal Sir John Sutton (Chairman)
Sir P Walker

Mr A D Woollcott
Mr R Wrenn

Air Marshal Sir John Sutton (Chairman)



University College Northampton Higher Education Corporation

Corporate Governance Statement

The following statement is provided to enable readers of the annual report and accounts of the
institution to obtain a better understanding of the governance and legal structure of the institution.

The institution endeavours to conduct its business in accordance with the seven principles
identified by the Committee on Standards in Public Life (selflessness, integrity, objectivity,
accountability, openness, honesty and leadership) and with the guidance to institutions of higher
education which has been provided by the Committee of University Chairmen in its Guide for
Members of Governing Bodies of Universities and Colleges in England, Wales and Northern
Ireland.

The institution is an independent corporation, established as a Higher Education Corporation
under the terms of the Education Reform Act 1988 and the Further and Higher Education Act
1992. Its objects, powers and framework of governance are set out in the Articles of Government
which were approved by the Privy Council on 16 February 1993. The current version of the
Articles was approved by the Privy Council in 1998 and adopted by resolution of the Governing
Council on 1 July 1998.

The Articles require the University College to have a Governing Council and a Senate, each with
clearly defined functions and responsibilities, to oversee and manage its activities.

. The Governing Council is the executive governing body, responsible for the finance,
property and staffing of the institution. It is specifically required to determine the
educational character and mission of the institution and to set its general strategic
direction.

The Council has a majority of independent members, chosen in line with strict criteria
contained in the legislation. The Chairman of the Council is elected from the
independent members. There is also provision for the appointment of co-opted
members, some of whom may be members of the staff of the University College, and for
representatives of the academic staff and of the student body. No members of the
Council receive any reimbursement for the work which they do for the Council.

. Subject to the overall responsibility of the Governing Council, the Senate has oversight
of the academic affairs of the institution and draws its membership entirely from the staff
and the students of the institution. It is particularly concerned with general issues relating
to the teaching and research work of the institution.

The Rector, as Chief Executive Officer, is the head of the institution and has a general
responsibility to the Governing Council for the organisation, direction and management of the
institution. Under the terms of the formal Financial Memorandum between the institution and the
Higher Education Funding Council, the head of the institution is the designated officer of the
institution and, in that capacity, can be summoned to appear before the Public Accounts
Committee of the House of Commons.

Although the Governing Councii meets at least three times each academic year, much of its
detailed work is initially handled by committees, in particular the Finance Committee, the
Employment Committee, the Estates Committee, the Nominations Committee, the Remuneration
Committee and the Audit Committee. The decisions of these committees are formally reported
to the Council.

The membership of these committees, with the exception of the Audit and Nominations
Committees, consists entirely of independent and co-opted members of the Council, other than
members representing students and staff who are not eligible to serve on these committees. The
Audit Committee has a majority of members who are independent and co-opted members of the
Council. The Chair of each committee is elected by its membership annually.
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University College Northampton Higher Education Corporation

Corporate Governance Statement - continued

As Chief Executive, the head of the institution exercises considerable influence upon the
development of institutional strategy, the identification and planning of new developments and
the shaping of the institutional ethos. The other members of the Directorate (the Deputy Rector,
the Pro-Rector and the Director of Administration) and the senior academic and administrative
officers all contribute in various ways to this aspect of the work, but the ultimate responsibility for
what is done rests with the head of the institution.

The institution maintains a Register of Interests of members of the Council which may be
consulted by arrangement with the Clerk.

In accordance with the Articles of Government of the institution, Mr Keith Lewington of
Shoosmiths (an independent firm of solicitors) was appointed as Clerk to the Council for
1999/2000 and, in that capacity, provided independent advice on matters of governance to all
Council members. From 1 August 2000, the role of Clerk to the Council has been allocated to
Mrs Diane Hayes, the University College’s Director of Administration.
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Responsibilities of the Governing Council

In accordance with the Education Reform Act 1988, as updated by the 1992 Further and Higher Education
Act, the Governing Council of UCN Higher Education Corporation is responsible for the administration and
management of the affairs of the University College and is required to present audited financial statements
for each financial year.

The Governing Council is responsible for keeping proper accounting records which disclose with
reasonable accuracy, at any time, the financial position of the University College and to enable it to ensure
that the financial statements are prepared in accordance with the Education Reform Act 1988, the 1992
Further and Higher Education Act, the Statement of Recommended Practice on Accounting in Further and
Higher Education and other relevant standards. In addition, within the terms and conditions of a Financial
Memorandum agreed between the Higher Education Funding Council for England and the Governing
Council of UCN, the Council, through its designated office holder, 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
College and of the surplus, or deficit, and cash flows for that year.

In causing the financial statements to be prepared, the Council has ensured that:

° Suitable accounting policies have been selected and applied consistently.
° Judgements and estimates have been made that are reasonable and prudent.
] Applicable accounting standards have been followed, subject to any material departures

disclosed and explained in the financial statements.

° Financial statements are prepared on the going concern basis, unless it is inappropriate to
presume that the University College will continue in operation. The Council is satisfied that the
University College has adequate resources to continue in operation for the foreseeable future;
for this reason the going concern basis continues to be adopted in the preparation of the financial
statements.

The Council has taken reasonable steps to:

° Ensure that funds from the Higher Education Funding Council for England have been used only
for the purposes for which they have been given and in accordance with the Financial
Memorandum with the Funding Council and any other conditions which the Funding Council may
from time to time prescribe.

° Ensure that funds from the Further Education Funding Council and the Teacher Training Agency
have been applied only for the purposes for which they have been given.

° Ensure that there are appropriate safeguards and management controls in place to safeguard
public funds and funds from other sources.

] Safeguard the assets of the University College and to prevent and detect fraud.

° Secure the economical, efficient and effective management of the University College's resources
and expenditure.

In fulfilling the above responsibilities, the Council has established a committee to determine and advise
it on matters relating to finance. The membership of that committee is drawn from the Council and meets
on a regular basis.
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Responsibilities of the Governing Council - continued

The key elements of the University College's system of internal financial control, which is designed to
discharge the responsibilities set out on the previous page, include the following:

Clear delegation of authority and budgetary allocations to heads of academic and administrative
departments, with a twice yearly review on a personal basis with the University College Rector
and Financial Controlier.

An established strategic planning process, supplemented by detailed annual income, expenditure,
capital and cash flow budgets.

Monthly reviews of cost centre and corporate financial positions, involving variance reporting and
updates of forecast outturns.

Clearly defined and formalised requirements for the approval and control of expenditure.

Comprehensive financial regulations approved by the Council, supplemented by a procedures
manual for use in cost centres.

An internal audit service whose annual programme is approved and monitored by the Audit
Committee, that Committee also having sight of all audit reports produced.

The Audit Committee, on behalf of the Governing Council, has reviewed the effectiveness of the
University Coltege's system of internal 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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Report of the Auditors to the Governing Council
of University College Northampton Higher Education Corporation

We have audited the financial statements on pages 13 to 31 which have been prepared in accordance
with the accounting policies set out on pages 10 to 12.

Respective responsibilities of the Governing Council and Auditors

The Governing Council is responsible for preparing the financial statements. Our responsibilities as
independent auditors are established by Statute, the Auditing Practices Board, the Higher Education
Funding Council for England and our profession’s ethical guidance.

We report to you our opinion as to whether the financial statements give a true and fair view and are
properly prepared in accordance with the Statement of Recommended Practice on Accounting in Further
and Higher Education institutions. We also report to you whether income from funding bodies, grants and
income for specific purposes and from other restricted funds administered by the College have been
properly applied only for the purposes for which they were received and whether income has been applied
in accordance with the Statutes and, where appropriate, with the Financial Memorandum with the Higher
Education Funding Council.

We also report to you if, in our opinion, the Governing Council's Report is not consistent with the financial
statements, if the College has not kept proper accounting records, the accounting records do not agree
with the financial statements or if we have not received all the information and explanations we require

for our audit.

We read the other information contained in the Governing Council’s Report and consider the implications
for our report if we become aware of any apparent misstatements or material inconsistencies with the
financial statements.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board
and the Audit Code of Practice issued by the Higher Education Funding Council for England. An audit
includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial
statements. It also includes an assessment of the significant estimates and judgements made by the
Governing Council in the preparation of the financial statements, and of whether the accounting policies
are appropriate to the group's circumstances, consistently applied, and adequately disclosed.

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

Opinion
In our opinion:

= the financial statements give a true and fair view of the state of the affairs of the College and the
group at 31 July 2000 and of the surplus of income over expenditure and cash flows of the group
for the year then ended and have been properly prepared in accordance with the Statement of
Recommended Practice on Accounting in Further and Higher Education Institutions;

= income from the Higher Education grants and income for specific purposes and from other
restricted funds administered by the College have been applied for the purposes for which they
were received;

a income has been applied in accordance with the College’s Statutes and, where appropriate, with
the Financial Memorandum dated 1 August 1999 with the Further Education Funding Council and
the Financial Memorandum dated 1 August 1997 with the Higher Education Funding Council.

U [)Ajf, Gll’l_\w

KPMG Date:
Chartered Accountants
Registered Auditors 9



University College Northampton Higher Education Corporation

Statement of Principal Accounting Policies

Accounting convention

The financial statements have been prepared under the historical cost convention as modified
by the revaluation of certain fixed assets, and in accordance with both the Statement of
Recommended Practice (SORP):Accounting in Further and Higher Education Institutions and
applicable Accounting Standards.

Basis of consolidation

The consolidated financial statements consolidate the financial statements of the University
College and all its trading subsidiaries (together "the Group") for the financial year to 31 July.

The consolidated financial statements do not include those of UCN Students' Union as the
University College has no direct financial interest and no control or significant influence over their
commercial and financial policy decisions other than that they are required to produce audited
financial statements and operate as a "going concern".

Recognition of income

Income from short term investments is credited to the income and expenditure account on a
receivable basis.

Income from donations, research grants, contracts and other services rendered is included to the
extent of the expenditure incurred during the year, together with any related contribution towards
overhead costs.

Capital allocations made by the HEFCE, the TTA and other sources to acquire and restore
tangible fixed assets are credited to the income and expenditure account over the estimated
useful lives of the related assets.

Deferred credits in respect of expended allocations received from the HEFCE, the TTA and other
sources which are attributable to subsequent financial years are included in deferred capital
grants on the face of the balance sheet.

Pension schemes

Pension costs are assessed on the latest actuarial valuations of the principal schemes and are
accounted for on the basis of spreading the total cost over the employees' working lives with the
University College. Variations from regular cost are spread over the expected average working
lifetime of members of the schemes, after making allowance for future withdrawals.

Foreign currencies

Transactions denominated in foreign currencies are recorded at the rate of exchange ruling at the
date 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.

10
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University College Northampton Higher Education Corporation

Statement of Principal Accounting Policies - continued

Land and buildings

Land and buildings are stated at cost, other than the properties transferred from
Northamptonshire County Council on 1 April 1989, which are shown at their valuation at that date
less depreciation plus the cost of improvements and additions since that date, and the BES
properties which were valued on acquisition. The basis of valuation is depreciated replacement
cost and an assumption has been made that no land is held specifically for sale or development.
The valuation on the NCC properties was performed at 31 March 1990 by Messrs Gotch,
Saunders & Surridge, Chartered Architects and Quantity Surveyors, in order to calculate their
value as at 1 April 1989. The amount paid by the University College for these assets was zero
and the corresponding credit in respect of the valuation was taken to the revaluation reserve.
Freehold buildings are depreciated over their useful economic lives of 50 years, commencing in
the financial year after completion. Leasehold land and buildings are depreciated over the life
of the lease or 50 years, whichever is the shorter. Freehold land, other than that transferred from
Northamptonshire County Council, is not depreciated as it is considered to have an indefinite
useful life.

Where buildings are acquired with the aid of specific grants, they are capitalised and depreciated
as above. The related grants are treated as deferred capital grants and released to income over
the expected useful life of the buildings.

Maintenance of premises

The cost of routine corrective maintenance is charged to the income and expenditure account as
incurred.

Equipment

Equipment, including computer hardware and software, costing less than £1,000 is written off in
the year of acquisition. All other equipment is capitalised at cost and depreciated over its
expected useful life, as follows:

Plant and machinery 5-10 years
Furniture, fixtures and fittings 5- 8 years
Computer equipment 3 years
Motor vehicles 4 years
Other equipment 4 - 5 years

Leases

Rental costs under operating leases are charged to expenditure in equal amounts over the period
of the leases.

Operating lease income is recognised on a straight line basis over the period of the lease.

Assets acquired under finance leases are capitalised and the outstanding future lease obligations
are shown in creditors.

Investments

Current asset investments are included at the lower of cost and net realisable value. These are
comprised of bank and money market investments.

11
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University College Northampton Higher Education Corporation

Statement of Principal Accounting Policies - continued

Stocks

The stocks relate to the bar and catering supplies of the Sunley Management Centre. They are
valued at the lower of cost or net realisable value.

Cash flows and liquid resources

Cash flows comprise increases or decreases in cash. Cash includes cash in hand, deposits
repayable on demand and overdrafts. Deposits are repayable on demand if they are in practice
available within 24 hours without penalty. No money market investments, however liquid, are

included as cash.

Liquid resources comprise assets held as a readily disposable store of value. They include term
deposits held as part of the University College's treasury management activities.

Taxation status

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

The University College receives no similar exemption in respect of Value Added Tax. Ali non-
recoverable Value Added Tax on purchases is included within the appropriate expenditure
headings. The University College has an agreement with the local Customs & Excise Office
which allows recovery of input VAT on certain business activities.

The Group does not have a corporation tax liability as any surplus in the subsidiary companies

that is assessable to corporation tax is covenanted to the parent entity, UCN Higher Education
Corporation, hence leaving a nil liabiiity.

12
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Consolidated Income and Expenditure Account

For the Year Ended 31 July 2000

Note
Income
Funding Council grants 1
Academic fees and support grants 2
Research grants and contracts 3
Other income 4
Endowment and investment income
Exceptional item 5
Total income
Expenditure
Staff costs 6
Depreciation 10
Other operating expenses 7
Interest payable 8

Total expenditure
Surplus/(Deficit) after depreciation of assets at valuation and before tax
Taxation

Surplus/(Deficit) after depreciation of assets at valuation and tax

Note of Historical Cost Surpluses and Deficits
For the Year Ended 31 July 2000

Note

Surplus/(Deficit) after depreciation of assets at valuation and tax

Difference between depreciation charge based on an historical 20
cost and revalued basis (as included above)

Historical cost surplus after tax

The consolidated income and expenditure of the University College and its subsidiaries relate wholly to

continuing operations.

1999/00 1998/99
£000 £000
20,435 20,223
11,717 11,290
837 399
6,141 6,065
400 426

0 146
39,530 38,549
25,576 24,110
2,610 2,509
9,974 9,801
1,836 1,771
39,996 38,191
(466) 358

0 0
(466) 358
1999/00 1098/99
£000 £000
(466) 358
668 668

202 1,026

There were no recognised gains or losses in either year other than the surplus as shown above.

13




University College Northampton Higher Education Corporation

Balance Sheets as at 31 July 2000

Fixed Assets
Tangible assets
Investments

Current Assets
Stocks and stores in hand
Debtors
Investments
Cash at bank and in hand
Creditors: amounts falling due within one year
Net current assets/(liabilities)
Total assets less current liabilities
Creditors: amounts falling due after more than one year

Provisions for liabilities and charges

TOTAL NET ASSETS

Represented by:
Deferred capital grants
Reserves
Revaluation reserve
Income and expenditure account

Total Reserves

TOTAL FUNDS

The financial statements on pages 10 to 31 were approved by the Governing Council on 6 December 2000

and signed on its behalf by:

University College Rector - Dr Martin Gaskell

Note

10, 11

12

13

14

15

16

17

20
18,19

Chairman of Governing Council - Air Marshal Sir John Sutton

Chairman of Finance Committee - Mr Michael Dove

14

Consolidated

University College

1999/00  1998/99  1999/00  1998/99
£000 £000 £000 £000
68429 67,770 56691 57,786
0 0 12,380 10,250
68,429 67,770 69,071 68,036
6 5 3 3
2,325 1,430 2,947 2,134
6,709 7,344 6,360 7,014
977 574 942 574
10,017 9,353 10,252 9,725
(6,722)  (5719)  (6317)  (5,060)
3,295 3634 3935 4,665
71,724 71,404 73,006 72,701
(19.620)  (20,005)  (19.992)  (20,405)
(1628)  (1,628)  (1,628)  (1,628)
50476 49,771 51,386 50,668
11,964 11,043 11,964 11,043
25215 25633 25215 25633
13207 13,095 14207 13,992
38512 38728 39422 39,625
50476 49,771 51,386 50,668

eyl



University College Northampton Higher Education Corporation

Consolidated Cash Flow Statement
For the Year Ended 31 July 2000

Note

NET CASH INFLOW FROM OPERATING ACTIVITIES 24

RETURNS ON INVESTMENTS AND SERVICING OF FINANCE
Income from short term investments
Other interest received - HEFCE
Interest paid
Net cash (outflow) from returns on investments and
servicing of finance

TAXATION
Tax paid

CAPITAL EXPENDITURE AND FINANCIAL INVESTMENT
Payments to acquire tangible assets (other than leased equipment)
Total payments to acquire fixed asset investments

Deferred capital grants received
Receipts from disposal of fixed assets
Net cash (outflow) from investing activities

NET CASH OUTFLOW BEFORE USE OF LIQUID
RESOURCES AND FINANCING

MANAGEMENT OF LIQUID RESOURCES

FINANCING

Repayment of loan principal 25
HEFCE reimbursement of repayment of loan principal

Mortgages and loans acquired

Net cash inflow/(outflow) from financing

INCREASE/(DECREASE) IN CASH 26
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1999/00 1998/99
£000 £000
13,013 4,116
364 445
112 148
(1,844) (3,895)
(1,368) (3,302)
Y 0
 (3,486) (3,580)
(3,486) (3,580)
1,345 902

0 B
(2,1417)  (2678)
(496) (1,864)
635 (2,246)
(385) (334)
250 250

0 4,406

~ (135) 4,322
4 212



University College Northampton Higher Education Corporation

Reconciliation of Net Cash Flow to Movement in Net Debt

For the Year Ended 31 July 2000

Increase/(Decrease) in cash in the year

Cash (inflow)/outflow from (increase)/decrease in debt
Cash outflow/(inflow) from increase/(decrease) in liquid resources

Change in net debt resulting from cash flows

Movement in net debt in the period
Net debt at 1 August 1999

NET DEBT AT 31 JULY 2000

16

Note 1999/00 1998/99
£000 £000

4 212

385 4,072)

- (635) 2,246

(246) (1,614)

(246) (1,614)

(12,719) (11,105)

26 (12,965)  (12,719)



University College Northampton Higher Education Corporation

Notes to the Accounts
For the Year Ended 31 July 2000

1. Funding Council grants

HEFCE :

Recurrent grant for teaching and research

Specific grants and non-formula funding
Reimbursement of interest on inherited liabilities
CVE
Students with learning difficulties and disabilities
Learning & Teaching strategy
Research initiative
Widening participation
Reach Out to Business

Deferred capital grants released in year (note 17)
Land and buiidings
Equipment

FEFC recurrent grant
TTA recurrent grant
TTA deferred capital grants released in year (note 17)

2. Academic fees and support grants

Full-time HE fees - UK & EU students

Full-time HE fees - overseas and other students
Part-time HE fees

FE fees

Short course fees

Contracts in lieu of academic fees

3. Research income

OST Research Councils

UK Based Charities

UK Central Government and Local Authorities
UK Industry and Commerce

EU Government

EU Other

Others
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1999/00 1998/99
£000 £000
17,384 16,552
a3 117
0 151
22 64
90 0
94 91
49 37
25 0
202 190
183 315
18,142 17,517
812 847
1,469 1,842
12w
20,435 20,223
1999/00 1998/99
£000 £000
6,300 6,685
530 518
935 953
29 48
927 784
2,996 2,302
11,717 11,290
1999/00 1998/99
£000 £000
231 181
66 50
283 48
104 31
62 36
1 3
% 50



University College Northampton Higher Education Corporation

Notes to the Accounts - continued

4. Other operating income

Residences, catering and conferences
Sunley Management Centre
European funding

Other income

5. Exceptional item

For the Year Ended 31 July 2000

1999/00
£000

3,387
1,023

295
1,436
6.141

1998/99
£000

3,379
1,025
461
1,200
6,065

On 9 September 1998, the University College acquired 100% of the share capital in the two companies

now known as UCN Residences (SS) Limited and UCN Residences (SP) Limited.

The amount paid to the shareholders included an amount in respect of interest on their original investment
in the shares of the two BES companies in 1993. To comply with FRS 5, this interest expense was

accrued in the accounts of the University College over the life of the BES arrangements.

When payment to acquire the shares was made in September 1998, an over accrual of interest was

identified of £146,000 arising from the two companies themselves achieving cash surpiuses higher than
forecast during the BES period. This over accrual has been shown in the income and expenditure

account as an exceptional item.
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University College Northampton Higher Education Corporation

Notes to the Accounts - continued
For the Year Ended 31 July 2000

6. Staff & Governors 1999/00  1998/99
£000 £000

Staff costs
Wages and salaries 22,379 21,050
Social security costs 1,590 1,483
Other pension costs (note 28) 1,607 1,577

25576 24,110

Emoluments of the University College Rector 120 108

The emoluments of the Rector are shown on the same basis as for higher paid staff. The University
College's pension contributions to the Teachers' Pensions Scheme are paid at the same rates as for
other academic staff and amounted to £7,536 (1998/99 - £7,181).

A review of the value of the Rector's residential emolument was last undertaken during 1997/98.

In addition to the University College Rector, a number of members of staff in post at 31 July had their basic
salary determined on an individual basis by either the University College’s Governing Council or the
University College Rector. The distribution of those salaries was:

2000 1999

£30,000 - £34,999 2 4
£35,000 - £39,999 6 9
£40,000 - £44,999 16 16
£45,000 - £49,999 6 1
£50,000 - £54,999 4 4
£55,000 - £59,999 0 2
£60,000 - £64,999 2 1
3 a7

These members of staff are also eligible for performance related pay supplements to their basic salary.
Two payments are anticipated in respect of 1999/00.

During the year ended 31 July 2000, the University College made payments of £36,611 to a senior
post holder in respect of compensation for loss of office.

No member of the Governing Council received an emolument during the year in their capacity as a
Governor.
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University College Northampton Higher Education Corporation

Notes to the Accounts - continued
For the Year Ended 31 July 2000

7. Other operating expenses

Residences, catering and conferences operating expenses
Consumable and laboratory expenditure

Books and periodicals

Heat, light, water and power

Repairs and general maintenance

Grants to UCN Students’ Union

External auditors' remuneration

External auditors' remuneration in respect of non-audit services
Internal audit

Marketing

Subscriptions

Travel and subsistence

Staff development

Rents

Printing, postage and stationery

Other expenses

8. Interest payable

Bank and other loans repayable within five years
Loans not wholly repayable within five years

9. Analysis of 1999/00 expenditure by activity

Academic departments

Academic services

Administration & central services

Premises

Residences & catering

Research - externally funded

Research - internally funded, including HEFCE funding
Other expenses

20

1999/00  1998/99
£000 £000
957 1,337

885 858

472 419

547 612

753 849

241 238

26 30

0 2

44 49

384 436

213 199

427 454

298 290

320 300

735 752
3,672 2,976
9,974 9,801
1999/00  1998/99
£000 £000
100 96
1,736 1,675
- 1,836 1,771

Staff Other

costs operating

expenses

£000 £000
17,085 2,481
1,797 936
3,520 3,067
1,158 1,563
681 559

393 286

389 285

553 787
25,576 9,974




University College Northampton Higher Education Corporation

Notes to the Accounts - continued
For the Year Ended 31 July 2000

10. Tangible assets - Consolidated
- Land and buildings

Short Assets
Freehold Leasehold under Equipment
Construction
£000 £000 £000 £000
Valuation/cost
At 1 August 1999
Valuation 40,226 653 0 629
Cost 34,868 0 0 11,875
Additions at cost 249 0 1,902 1,118
Revaluation Adjustment 0 0 0 0
At 31 July 2000 o o
Valuation 40,226 653 0 629
Cost 35,117 0 1,902 12,993
Depreciation
At 1 August 1999 9,940 134 0 10,407
Revaluation Adjustment 0 0 0 0
Charge for year 1,516 13 0 1,081
Eliminated on disposals 0 0 0 0
At 31 July 2000 11,456 147 0 11488
Net book value
At 31 July 2000 63,887 506 1,902 2,134
At 1 August 1999 65,154 519 0 2,097

Total

£000

41,508
46,743

3,269

41,508
50,012

20,481
0
2,610
0

23,001

68,429

67,770

Freehold buildings built under the Business Expansion Scheme and previously shown separately have
been incorporated within freehold buildings. The University College acquired all the shares of the BES

companies on 9 September 1998.

Contributions, net of depreciation, of £10.1 million have been made by the HEFCE towards the construction
and refurbishment of University College buildings. Should these buildings be sold, the University College
would have to use the proceeds in accordance with the Financial Memorandum with the Funding Council.

Consolidated

The depreciation charge for the year has been funded by:
Deferred capital grants released

Revaluation reserve released
General income
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£000

424
668

1518
2610



University College Northampton Higher Education Corporation

Notes to the Accounts - continued
For the Year Ended 31 July 2000

11. Tangible assets - University College
Land and buildings

Short
Freehold Leasehold Eqguipment Total
£000 £000 £000 £000
Valuation/cost
At 1 August 1999
Valuation 32,740 653 629 34,022
Cost 32,334 0 10,939 43,273
Additions at cost 246 0 954 1,200
Disposals
Valuation 0 0 0 0
Cost 0 0 0 0
At 31 July 2000 - -
Valuation 32,740 653 629 34,022
Cost 32,580 0 11,893 44,473
Depreciation
At 1 August 1999 9,698 134 9,677 19,509
Charge for year 1,302 13 980 2,295
Eliminated on disposals 0 0 - 0 0
At 31 July 2000 11,000 147 10,657 - 21,804
Net book value
At 31 July 2000 54,320 506 ) 1,865 56,691
At 1 August 1999 55,376 519 1,891 57,786

Contributions, net of depreciation, of £10.1 million have been made by the HEFCE towards the construction
and refurbishment of University College buildings. Shouid these buildings be sold, the University College
would have to use the proceeds in accordance with the Financial Memorandum with the Funding Council.

At31 July 2000, freehold land and buildings at costincluded £89,000 in respect of buildings under
construction.

Included in the total net book value of Freehold Land and Buildings is £447,860 (1999 £457,000) in respect of
assets held under finance leases.
University College

The depreciation charge for the year has been funded by: £000
Deferred capital grants released 424
Revaluation reserve released 668
General income 1,203

2,205
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University College Northampton Higher Education Corporation

Notes to the Accounts - continued
For the Year Ended 31 July 2000

12. Fixed asset investments Consolidated University College
2000 1999 2000 1999
£000 £000 £000 £000

Investment in subsidiaries 0 0 7,643 7,643

Loan to subsidiary 0 0 4,737 2,607

0 0 12,380 10,250

The College has the following investments in 100% owned subsidiary companies:

Name of Company Issued Ordina Date of Place of
Share Capital Incorporation Incorporation

UCN Education and Learning Limited £100 17 August 1995 England & Wales

UCN Enterprises Limited £100 17 August 1995 "

UCN Residences (SS) Limited £2,112,942 2 August 1993 ¥

UCN Residences (SP) Limited £2,112,942 2 August 1993 "

The financial year end of all of the subsidiaries is 31 July. UCN Education and Learning Limited
commenced trading on 1 February 1996, it is principally engaged in the lending of books and library

materials and providing other ancillary services to its parent company. UCN Enterprises

Limited commenced trading on 1 August 1996, its principal activity is the provision of training

courses and facility hire.

UCN Residences (SS) Limited and UCN Residences (SP) Limited both commenced trading

in September 1994, their principal activity is the provision of student accommodation.

The College receives a commercial rate of interest of 9% per annum on the loan to UCN Education

and Learning Limited.

13. Debtors Consolidated University College
2000 1999 2000 1999
£000 £000 £000 £000

Debtors 1,587 982 1,251 686

Amounts owing by subsidiary undertakings 0 0 1,052 1,119

Prepayments and accrued income B 738 448 644 329
2,325 1,430 2,947 2,134
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University College Northampton Higher Education Corporation

Notes to the Accounts - continued
For the Year Ended 31 July 2000

14. Creditors: Amounts falling due within Consolidated University College
one year 2000 1999 2000 1999
£000 £000 £000 £000
Bank overdraft 650 251 650 243
Mortgages and unsecured loans 385 385 385 385
Creditors 466 467 355 376
Amounts owed to subsidiary undertakings 0 0 150 35
Social security and other taxation : 839 844 839 810
Accruals and deferred income 4,382 3,772 3,938 3,211
6,722 5719 6,317 5,060
15. Creditors: Amounts falling due after Consolidated University College
more than one year 2000 1999 2000 1999
£000 £000 £000 £000
Loan secured on Sunley Management Centre and 2,750 2,825 2,750 2,825
Margaret Bondfield hall of residence repayable by 2015
Loan secured on William Carey hall of residence 4,275 4,325 4,275 4,325
repayable by 2016
Loan secured on Bassett Lowke hall of residence 4,200 4,200 4,200 4,200
repayable by 2021
Loan secured on Spencer Perceval and Simon Senlis halls of 8,073 8,073 8,073 8,073
residence, and the majority of Avenue Campus
repayable by 2018
Unsecured loans repayable by 2002 (inherited debt) 318 578 318 578
Finance lease commitments - subsidiary undertakings 0 0 376 404
Other loans 4 4 0 0

19,620 20,005 19,992 20,405

In respect of loan amounts included above, the aggregate amount of instaiments falling due after five
years at 31 July 2000 is £18.5 million.

The maturity of net obligations under finance leases is as follows:

2000 1999

£000 £000
Within one year 28 35
Between two and five years 125 120
Over five years 251 284

404 439
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University College Northampton Higher Education Corporation

Notes to the Accounts - continued
For the Year Ended 31 July 2000

16. Provisions for liabilities and charges

At 1 August 1999
Transfer from income and expenditure account
At 31 July 2000

17. Deferred capital grants

At 1 August 1999
Land and buildings
Equipment
Total

Cash received
Land and buildings
Equipment
Total

Released to income and expenditure
Land and buildings (note 1)
Equipment (note 1)

Total

At 31 July 2000
Land and buildings
Equipment
Total

Consolidated and

University College
Pensions

(note 28)

£000

1,628
0
1,628

Consolidated and University College

TTA HEFCE

Other Total

£000 £000 £000 £000
66 9,300 1,113 10,479

69 495 0 564
135 9795 1,113 11,043
0 997 348 1,345

0o 0 0 0

0 997 348 1,345

(1) (202) 27) (230)
(11) (183) 0 (194)
(12) (385)  (27) (424)
65 10,095 1,434 11,594

58 312 0 370
123 10407 1434 11,964



University College Northampton Higher Education Corporation

Notes to the Accounts - continued
For the Year Ended 31 July 2000

18. Income and expenditure account

University

Consolidated College

£000 £000
Surplus after depreciation of assets at valuation and tax (466) (453)
Release from revaluation reserve 668 668
Historical cost surplus after tax 202 215
Balance at 1 August 1999 13,095 13,992
Balance at 31 July 2000 13,297 14,207

The balance on the income and expenditure account in respect of the University College, shown above,
includes a surplus from 1995/96 and 1996/97 of £1,179,000 that relates to a sale of books and library
materials by the University College to UCN Education & Learning Limited. This surplus is eliminated on
consolidation.

19. Income and expenditure account reserve analysis

The following gives a breakdown of the retained consolidated income and expenditure account of the
Group, between committed and uncommitted balances:

1999/00 1998/99

£000 £000

Capital reserves 10,304 9,931
Specific reserves 499 493
Unexpended departmental balances 898 675
Committed reserves 11,701 11,099
General reserves 1,596 1,996
13,297 13,095
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University College Northampton Higher Education Corporation

Notes to the Accounts - continued

For the Year Ended 31 July 2000

20. Revaluation reserve

Consolidated and University College

Inherited  Inherited
assets loans Total
£000 £000 £000
Revaluations
At 1 August 1999 34,040 (3,675) 30,365
Revaluation in year Y 0 0
At 31 July 2000 34,040 (3,675) 30,365
Contribution to depreciation/ repayment of principal
At 1 August 1999 7,540 (2,808) 4,732
Released in year (note 10) 668 0 668
Repaid in year 0 (250) @ (250)
At 31 July 2000 8,208  (3,058) 5,150
Net revaluation amount
At 31 July 2000 25,832 (617) 25,215
At 1 August 1999 26,500 (867) 25,633
21. Lease obligations Consolidated University College
2000 1999 2000 1999
£000 £000 £000 £000
Operating lease commitments in respect of equipment
for the 1999/00 financial year, on leases expiring:
Within one year 1 9 1 9
Between two and five years 208 202 191 185
Over five years 0 0 0 0
209 211 192 194
Operating lease commitments in respect of land and buildings
for the 1999/00 financial year, on leases expiring:
Within one year 1 0 1 0
Between two and five years 41 49 52 60
Over five years 96 9% @ 113 113
138 145 166 173
22. Capital commitments Consolidated University College
2000 1999 2000 1999
£000 £000 £000 £000
Commitments contracted at 31 July 1,290 2,323 865 0
Authorised but not contracted at 31 July 26 14 26 0
1,316 2,337 891 0
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University College Northampton Higher Education Corporation

Notes to the Accounts - continued
For the Year Ended 31 July 2000

23. Contingent liabilities

The University College had no contingent liabilities at 31 July 2000 or at 31 July 1999,

24. Reconciliation of consolidated operating surplus/(deficit) to net cash

from operating activities

Surplus/(Deficit) before tax

Depreciation (note 10)
Deferred capital grants released to income (note 17)
Fixed asset investment written off

Investment income

HEFCE reimbursement of debt charges - interest (note 1)
Interest payable (note 8) - net of exceptional item

Profit on disposal of fixed assets

(Increase)/Decrease in stocks
(Increase)/Decrease in debtors
Increase in creditors

Increase in provisions

Net cash inflow from operating activities

25. Analysis of changes in consolidated financing during the year

Mortgages & loans

Balance at 1 August 1998
New loan
Capital repayments
Net amount acquired in year

Balance at 31 July 1999
New loan
Capital repayments

Net amount repaid in year

Balance at 31 July 2000

28

4,406
(334)

(385)

1999/00  1998/99
£000 £000
(466) 358
2,610 2.509
(424) (546)

0 0
(400) (426)
(93) (117)
1,836 1,625
0 0

0 0
(873) (129)
823 768
0 74
3,013 4116
£000

16,314

4.072

20,386

(385)

20,001



University College Northampton Higher Education Corporation

Notes to the Accounts - continued

For the Year Ended 31 July 2000

26. Analysis of changes in net debt

Cash at bank and in hand
Overdrafts

Debt due after 1 year
Debt due within 1 year

Current asset investments - not repayable on demand

27. Access funds

Balance at 1 August 1999
Funding Council grants
Interest earned

Disbursed to students
Balance unspent at 31 July

At
1 August
1999

£000

574
(251)

(20,001)
(385)

(12,719)

Cash At
Flows 31 July
2000

£000 £000
403 977

(399) (650)

385  (19,616)

0 (385)
385
(635) 6,709

(246) (12,965)

1999/00 1998/99

£000 £000
1 9
539 351
D e
549 363

_(528) _ (362)

211

Access funds are available solely for students: the University College acts oniy as a paying agent.
The grants and related disbursements are therefore excluded from the income and expenditure

account.
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University College Northampton Higher Education Corporation

Notes to the Accounts - continued
For the Year Ended 31 July 2000

28. Pensions and schemes

The two principal pension schemes for the University College's employees are the Teachers' Pensions
Scheme (TPS) and the.Local Government Pension Scheme (LGPF), administered by Northamptonshire
County Council. TPS provides benefits based on final pensionable salary principally for academic staff
of some UK academic institutions and other refated employers. LGPF provides similar benefits for
other employees of the University College. The assumptions and other data that have the most
significant effect on the determination of the contribution levels are as follows:

LGPF TPS
Latest actuarial valuations 31 March 1998 31 March 1996
Actuarial method Projected Unit Prospective Benefits
Investment returns per annum (nominal) 7.5% 8.5%
Salary scale increases per annum (nominal) 5.25% 6.5%
Pension increases per annum 3.5% .0%
Market value of assets at date of last valuation £585.2m £38,369m
Proportion of members' accrued benefits covered by the 95.3% 86.6%"
actuarial value of the assets
* This is the accrued funding leve! (prospective funding level for total service is 94%).
The total pension cost for the University College and its subsidiaries was:
Year ended Year ended
31 July 2000 31 July 1999
£000s £000s
Contributions to TPS 1,044 1,023
Contributions to LGPF 560 549
Contributions to other pension schemes 3 4
Supplementation of pre-1975 pension schemes 0 0
Total pension cost (note 6) 1,607 1,576

The contribution for TPS payable by the University College was 7.2% of pensionable salaries to

31 March 2000 and 7.4% from April 2000. This is planned to increase to 8.35% in April 2002. For
LGPF, the contribution rate for the whole period was 9% of pensionable salaries. The actuaries to TPS
and LGPF have confirmed that it is appropriate to take the pension costs in the University College's
financial statements to be equal to the actual contributions paid during the year. In particular, the TPS
contribution rate recommended following the 1996 valuation has regard to the benefit improvements
introduced subsequent to the valuation and the allowable spreading of supplementary contributions
over the future working lifetime of current scheme members.

The Governors have considered whether the University Coliege has a potential liability arising from

the European Court of Justice's decision regarding the employment and pension rights of part-time
staff. As a result of this consideration, they have decided that no significant liability will accrue.
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University College Northampton Higher Education Corporation

Notes to the Accounts - continued
For the Year Ended 31 July 2000

28. Pensions and schemes (continued)
Changes to the financing of the scheme (TPS)

Employer's contributions will not be amended to reflect the effect of the proposed charging of the full
cost of pensions increase to the fund before the results of the valuation for the period to 31 March
2001 are implemented (unlikely to be until 2003), when it is expected that the issue will have been
formally legislated for. The major element of this cost is currently met from the Government's
supplementary credit.

29. Related party transactions

Due to the nature of the University College's operations and the Governing Council (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 Governing Council may have an interest. All
transactions involving organisations in which a member of the Governing Council may have an
interest are conducted at arm's length and in accordance with the University College's Financial
Regulations and normal procurement procedures. No transactions were identified which should
be disclosed under Financial Reporting Standard 8 "Related Party Disclosures™.
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