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Finance Division

FINANCIAL STATEMENTS

BASIS OF PREPARATION

FRS 102; F&HE SORP and existing OfS accounting 
directives - no major changes this year

FORMAT

Continue 2018’s evolution to a more user friendly / 
understandable document:

 New overview section (Public Benefit statement) 

 Enhanced financial review commentary

 Introduces ‘Management Adjusted Surplus’; and 

 Historical trend data  
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Finance Division

INVESTMENT PROPERTIES

VALUATION

 RICS standard external valuation 
(Gerald Eve)

 NWCD up £44m (model update, 
Phase 2+land and senior living village)

 Revalued every year = volatile
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PENSIONS
 USS 2017 modeller; Statutory funding 

objective: assets match technical provision; 
shortfall £7bn

Multi-employer; account as DC; share of 
deficit recovery provision

 Charge of £230m through staff costs on I&E

 2018 revaluation PBSE; shortfall halved and 
our charge reduced to £80m

 FRS102 valuation CPS & others generate net 
£(208)m actuarial loss at base of I&E

 Enhanced disclosures and sensitivities
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Finance Division

CPI-LINKED BOND

 Treated as complex financial 
instrument

 Revalued every year to market 
(Morgan Stanley)

 This year: increase in value of 
the liability and a £51m 
interest charge on the income 
statement
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STAFF COSTS

 Staff costs analysis

 VC remuneration and pay ratios

 Salary bandings for higher paid staff 
(>£100k)

 Basic salary (OfS guidance)

 Fuller Remuneration Report



Finance Division

VOLATILITY

 Investment Property

 Pensions

 CPI Bond

 etc.
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INCOME
STATEMENT

 Includes capital grants and donations

 Growth of loss-making activities requires 
increased cross subsidisation 

 High proportion competitively won

 Consolidates CUP/CA (surplus used for capex)

 Excludes CUEF distributions from capital 

 Total Comprehensive Income includes 
significant, unrealised items that swing +/- from 
year to year over time (CUEF, pensions, inv. 
properties, CPI bond)
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INCOME
STATEMENT

 Income up 12% but expenditure 
growing faster

 Deficit before other gains and 
losses of £(115)m

Main change is USS provision –
highlighted

 Interest includes £21m bond 
interest and CPI revaluation

 Gain on investment CUEF £160m 
and Inv. Prop £53m

 Actuarial loss on pensions CPS 
£(208)m

 Comprehensive Expense of £(91)m 
marked change from recent years
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by CUEF distribution from long 
term capital growth
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Finance Division

BALANCE SHEET

 I&E deficit leads to reduction 
in Net Assets

 Increase in Investments 

 Growth in Fixed Assets

 >£1bn liabilities on Pensions 

 >£1bn liabilities on External 
Borrowings



Finance Division

CASH FLOW

 Modest surplus from Group 
operating activities (consolidates 
CUP/CA)

 Significant net outflow from Capital 
activities

 Continued draw on University 
unrestricted resources
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Finance Division

 2018 dominated by Bond 
proceeds

 2019 £(122)m outflow 
includes temporary 
investment of bond proceeds

 Best measure of operating 
cash flow is £124m 

 Consolidates Press and 
Assessment

CASH FLOW
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TEN YEAR CORE CASH FLOW
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IMPROVING OUR POSITION
Short-term responses:

• Deliver committed 2019/20 Budget savings

• Capital programme prioritisation / pause

• Balance timing of commitments / mitigation of risk (Brexit, 
Pensions, Post 18 review, CUEF)

Mid-term options increasing income / improving efficiencies:

• Strategic review of Size & Shape – Student #, Mix, PGT, Exec Ed, etc. 

• Educational space

• Operational improvements:

• Information & incentives (RAM review)
• Research recoveries
• Substitutional philanthropy

• Workforce flexibility

Big U support over long-term:

• Additional funds from surpluses rebuilt by Assessment & Press

• Increased / aligned philanthropy

• Sales of illiquid assets (subject to strategic assessment)

• Revenue generation from Bond funded projects in non-operational 
estate

• Financial systems / information / planning
• Review of Procurement
• End to end process efficiencies

Finance Division



SUMMARY – IT’S COMPLICATED!

Finance Division

University financials are complex: a financial balancing act to maintain

To be sustainable, must match costs and revenues 
over time, generating surplus for maintenance, 

renewal, replacement and capital investment

We have also been committing to high levels of capex on 
projects after grants and donations. 
Central, liquid funds could become exhausted

We must invest in people & estate to 
attract students, faculty and funding

We maximise impact not revenue / profit

External finance helps us address housing issues; Policy to 
invest in revenue generating projects, adding value 

(not compete for resource with core academic activities / 
infrastructure)

We are targeting a number of short and long term 
actions to improve the position

Core activities are loss making, so we cross-subsidise (CUEF)

Capex financed from donations, grants, CUP/CA 
& unrestricted reserves

With unconstrained growth in non-fully-funded research, 
and declining operating margins / cost growth ahead of revenues, 
Little U is now budgeting a net operating cash flow deficit 
(post drawdown).

A diversified revenues & strong Balance Sheet will 
allow us to manage risk / uncertainty better than most
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