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University of Chichester

Governors’ report for the year ended 31 July 2009

Objectives and Activities

The principal objectives of the University are concerned with the provision of higher education, research,
and consultancy. To support these objectives, the University underiakes other activities, including the
provision of accommeodation, catering and conference services.

The University's vision is as follows:

The University of Chichester aims to be a universily that is recognised internationally,
significant nationally, important regionally and vital locally — not only in feaching and student
experience, but also in research and in its diverse communities and the public, private and
voluntary sectors.

The University of Chichester was incorporated on 22 April 2003 as a private company limited by
guarantee {Company Number 4740553). On 1 August 2003 the Company took over the activities
formerly undertaken by a registered charitable trust, with the consequence that all assets, liabilities and
activities of the registered charitable trust were transferred to the private fimited company. All activities
are continuing under the Memorandum of Association and Articles of Association of the company. The
Company has been granted exempt charity status by the Privy Council.

The roots of the University lie in the merger in 1977 of the Bishop Otter College (founded 1840) with the
Bognor Regis Training College {founded 1946), both of which were established to provide teacher
education. University title was awarded by the Privy Council on 12 October 2005. '

Scope of the Financial Statements

The Financial Statements comprise the consolidated results for the University and its subsidiary
undertaking, Chichester Enterprises Limited. The principal business activity of Chichester Enterprises
Limited is the provision of conference and catering services. Chichester Enterprises Limited transfers the
whole of any taxable profits to the University.

 Financial review

The Financial Statements and supporting notes for this financial period comply with the Statement of
Recommended Practice: Accounting for Further and Higher Education Institutions, the relevant
Companies Acts and other applicable accounting standards and Higher Education Funding Council for
England (HEFCE) Accounts Directions. '

For the year ended 31" July 2009, the University is reporting a deficit of £625,353 (2008: £509,345
surplus) on continuing operations after depreciation of assets at valuation and disposal of assets and fax.
This reported deficit includes a significant one-off adjustment relating to funds to be repaid to HEFCE and
a provision for redundancy costs.

Consolidated Income and Expenditure Account
The University's consolidated results for the years ended 31 July 2009 and 31 July 2008 are summarised
in the following table:

Year to 31 July 2009 Year to 31 July 2008

£'000 £000
Total income 35,046 32,414
Total expenditure 35,671 31,905
(Deficit) / surplus after depreciation of (625) 509

assets at valuation and tax ===== mm===

Historical cost (deficit) /surplus (538) 597
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Governors’ report for the year ended 31 July 2009 (continued)

Consolidated income and Expenditure Account (continued)

The University’s total income increased by 8.1%. Within this figure, income from Funding Councit grants,
which account for 47% (2008: 51%) of the total, decreased by 0.4%. Tuition fees rose by 24 5% as
variable tuition fees became payabie by the third cohort of students. Income from residences, catering
and conferences increased by 14.2% to £3,733,740, whilst income from research contracts decreased by
32% to £159,058. Other income, mostly from academic consultancies, confinuing professional
development and other sources such as field trips and performances rose by 13.8% to £2,477,075.

During the year, the University has increased its focus on data quality and has worked with HEFCE and
our internal auditors to review our student data, in particular relating to those defined by HEFCE as non-
completions. As a consequence, an overstatement of countable HEFCE fundable students was identified
in 2007-08 and 2008-09 and as at 31% July 2009 £2,000,000 (2008: £761,946) was recognised within
other creditors in anticipation of a claw-back of funding by HEFCE. income from HEFCE in 2008-09 was
reduced by £1,238,054 due to this additional accrual, and is therefore less than the prior year
comparator.

Total expenditure rose by 11.8%, with staff costs rising by 15.6% to £20,848,271. This reflects the impact
of the national pay seftlement for higher education staff and the effect of pay modernisation, and aiso an
increase in the number of staff employed.

Other operating expenditure raose by 7.0% from £12,005,130 to £12,846,957. The principal reason for this
increase is the impact of the university bursary scheme for the third cohort of students, with an additional
cost of £723,474.

The company mace no political or charitable donations in the year.

Consolidated Balance Sheet

Overall, the net book value of tangible assets of the University increased by £1,628,683 to £43,984,444.
A major project to refurbish the University's principal fecture theatre at its Chichester campus, to improve
access for disabled students and to enhance the environment within the main teaching building was
completed during the year at an overall project cost of £1,091,849. Of this, £621,601 was spent during
2008-09. in addition, £127,695 was spent on the conversion of vacant cottages at 71 Upper Bognor Road
into office space and £1,134,992 spent on the purchase of four new houses on the St Richard’'s Park
development to provide additional student accommodation.

The net current asset position as at 31 July 2009 of £1,543,748 was £2,666,250 lower than that as at
31" July 2008. The principal reasons for this adverse net current asset position are that the amount of
cash and short term deposits of £5,898,173 held at the balance sheet date is £2,253,925 less than as at
31 July 2008, due to the capital expenditure outlined above, and an increase in creditors of £443,663,

Financial market turbulence experienced during 2008-09 has resuited in the FRS17 pension scheme
fiability increasing by £3,973,000 to £7,430,000 as at 31™ July 2009. Such large swings are unfortunate,
but the impact of the market conditions will be felt by all defined benefit pension schemes across the
board. The next full actuarial revaluation of the Scheme is due in March 2010, and, if conditions have not
improved by this date, it is inevitable that employer (and employee) coniribution rates will increase again.

Excluding the pension scheme kEability, the University's reserves decreased by £468,016 to £30,750,473.
Once the pension liability is taken into account, the reserves fell by £4,441,016 to £23,320,473. The
University's discretionary reserves (including the pension liability) fell by £4,353,416 fo £8,478,331.

Cash Flow and Treasury Management

The deficit arising from the operating activities outlined above resulted in a decrease in the level of cash
and short term investments of £2253 925 in the year to £5,998,173 as at 31° July 2009. Of this,
£2,200,234 was held in investment accounts and the balance within an interest bearing account with our
hankers, into which all surplus cash is swept overnight.
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Governors’ report for the year ended 31 July 2009 (continued)

Cash Flow and Treasury Management (continued)

These investments are managed in line with the University's Treasury Management Policy, which
ensures that working capital and investments are assessed in the context of future revenue and capital
ptans and the need to ensure that sufficient funds are avaitable to meet commitments on a day to day
basis. Within the parameters of the Treasury Management Policy, judgement is used to ensure that the
University’s cash and investments are not exposed to excessive risk.

During autumn 2008, the volatility within the banking system resulted in closer monitoring and reporting to
Governors to ensure that full consideration was given to the risk exposure of any deposits placed.

Payment of Creditors

The University endeavours to abide by payment terms agreed with suppliers. However, as it is the
University's policy to negotiate the most favourable terms for all transactions, there are no uniform terms
for payment of creditors.

Capital Projects

Capital commitments as of 31% July 2009 (note 31) were £396,000 (2008 £628,000). This related to
work on the Mitre Theatre Fire Escape, the refurbishment of laboratories for new psychology courses,
refurbishment of the facilities at Pinewood residences and the construction of a new access route to
Pinewood.

A new Estates Master Plan was approved by the Board of Governors in March 2009. This provides a long
term vision for the development of both University campuses. The University will commence
implementation of Phase One of the Estates Strategy during 2009-10.

Employees

The University is committed to equality of opportunity in all aspects of its employment policies. Guidelines
and procedures operate throughout the University to ensure that good practice prevails in the selection,
recruitment and management of staff.

The personnel policies and procedures are intended to promote equality of opportunity in all areas of
employment, and the University actively seeks to recruit from all sections of the local and wider
community, regardless of disability, gender, race, religion and ethnicity. The University has in place
policies and procedures to address positively its responsibilities under the Disability Discrimination Act
and is monitoring the implementation of the Gender and Disability Equality Schemes. The University is
committed to meeting and exceeding stafutory requirements by seeking to implement best practice in
these areas for staff, students and others associated with the University. '

The employee relations framework encourages staff to respond positively to changes that enhance
organisational effectiveness and provide quality services. In line with this approach, the University
recognises appropriate trades unions and has established a Joint Consultative Group, involving
academic and professional support staff unions, and takes into account changes in legistation, national
and local agreements and the general employment market, that meets on a regular basis. This Group
provides an effective means of communication and enables discussion to take place about issues of
concern to both management and unions.

The remuneration systems and conditions of service support the national framework agreement in
relation to pay and conditions. The University's Reward Strategy is regularly reviewed by the Joint
Consultative Group.

To promote involvement in the governance of the University, staff representatives are elected by their
colleagues to serve as members of the Board of Governors and the Academic Board and its committees.
All staff have access to the minutes of the Board of Governors, except where these are considered to be
of a confidential nature.
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Governors’ report for the year ended 31 July 2009 (continued)

Students

The University has a number of mechanisms in place to facilitate communications with students and
makes exiensive use of email and the internet to disseminate information and receive feedback. A
sabbatical officer from the Students' Union sits ex-officio on the Board of Governors of the University.

Performance Indicators
The data for comparison purposes relate to the previous three University financial years, where available.

Stuclents

The University aims to ensure that its students leave higher education with the skills that they need for
their future careers. This is measured by the number of students who are in employment or who have
gone on to further study. These data are available from May each year, and therefore the latest figures
refer to students who graduated in 2007-08.

2004-05; 94.6%
2005-06 92.1%
2006-07 91.0%
2007-08 94.2%

The National Student Survey is an independent assessment of the views of final year students on their
academic experience at University. It has become generally accepted as one measure of the quality of
the student experience. The survey includes many different statistics, but the one we have chosen is
‘overalt satisfaction’. The published scores for 2006 were out of a maximum of 5. The 2007, 2008 and
20089 figures are based on the percentage of students who indicated a positive response to the question
“Overall, | am satisfied with the quality of my course”. The figure for 2006 has been re-stated on this
basis.

2006 Survey: 84% (4.1 in original survey)
2007 Survey: 87% :
2008 Sutvey 87%

2008 Survey: 88%

Staff

The University recognises that its staff are the most important resource in an academic institution, and
are key to the quality of the experience that students receive and to the reputation of the University
amongst its peers. The performance indicators used by the University to measure this are both the
number of academic staff and also the proportion of those academics with higher degrees. The following
is based on information recorded on the University's HR system.

Number Proportion with

{Headcount) higher degrees
2005-06 197 74%
2006-07 205 ' 70%

2007-08 226 0%
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Governors’ report for the year ended 31 July 2009 (continued)

Performance Indicators {(continued)
Estates

The improvement of the estate remains a key corporate objective for the University. The overall quality of
the University's buildings is measured by the proportion of Gross Internal Area (GIA) that has a -
functionality classified as satisfactory or above.

Non-residential Residential
2005-06 96% 94%
2006-07 96% 100%
2007-08 96% 100%
2008-09 96% 100%

Financial

The gearing ratio gives an indication of the affordability of the level of debt that the University holds, and
is used by HEFCE as a measure of the sustainability of the University.

2005-06: 0.4:1
2006-07: 0.5:1
2007-08: 0.4:1
2008-09 0.4:1

In terms of the University’s liquidity (taking a broad definition of liquidity to include short term deposits
redeemable at a maximum of a week's notice), the performance measure used is net ligquidity days:

2005-06: 43
2006-07: 93
2007-08: 99
2008-09 64

The financial strategy of the University sets a target minimum level of 30 net liquidity days.

Environmental

The University is committed to taking action to reduce its carbon footprint and monitors its Notional
Energy Emissions {kg CO2) per square metre (Gross Internal Area) for the University Estate (residential
and non-residential).

2006-07 60.10
2007-08 73.10

During 2009-10, an Energy Officer and part-time Environmental Officer will be in post to help to reduce
these figures. The principal reason behind the increase is due to improved recording of the data. Data
prior to 20068-07 is considered to be too unreliable to be included in this report.




University of Chichester
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Corporate Governance and Risk Management

The University is committed to exhibiting best practice in all aspects of corporate governance. [t
endeavours to conduct its business in accordance with the principles identified by the Committee on
Standards in Public Life and with the Committee of University Chairs’ Guide for Members of Governing
Bodies of Universities and Colleges.

The corporate governance information on pages 11 to 17 details the work that has been ongoing
throughout the year, which reflects the risk-based approach in assessing conirol systems. Governors
regularly review the major risks to which the University is exposed. These reviews cover business,
operational, compliance, quality and reputation issues in addition to financial risks. The Board of
Governors believes that its processes for identifying, evaluating and managing the University's risks

during the year are adequate.

Awareness of Relevant Audit Information

Each Governor has taken all the steps that he or she ought to have taken to make themselves aware of
any information needed by the University's auditors for the purposes of their audit and to establish that
the auditors are aware of that information. None of the Governors is aware of any relevant audit
information of which the auditors are unaware.

Risk and sustainability

Economic outlook

The impact of the global recession and subsequent increase in public sector borrowing will result in a
difficult funding environment for the University sector in the period 2010-2015. HEFCE have already been
tasked with saving £180m over the Government financial year April 2010 to March 2011. The University's
teaching grant has been reduced by £160k for our year ending 31% July 2010 and HEFCE have
consulted on further cuts for the following financial year. However, the true extent of future reductions in
public funding for higher education is untikely to be known until after the next general election, which is
due by June 2010,

In order to prepare for the difficult financial times ahead and to maintain investment in the University’s
‘Unlocking the Potenhai’ strategy, £1.91m of financial improvements have been implemented for the
financial year ending 31° July 2010. A scenario scanmng exercise has been undertaken for future years,
and during 2009-10 the University will be preparing plans as to how it would react to reductions in
Government funding of 10% - 15% over the next three {o five vears.

‘Variable’ Fees Review and changes to funding methodologies

As part of the legislation that allowed for the introduction of higher tuition fees from 2006 (so called
‘variable fees'), the Government committed to a review of the process, including the level of fees and
funding available to support students in terms of student loans and bursaries. This review is due to start
in 2009 but will not report until after any general election. The review may have far reaching
consequences in terms of the University's position in any reconfigured market, the need to meet
increased student expectations, the heed to provide for bursaries and the implications of possible
increases in fees and changes o support arrangements on the number of students entering higher
education overall.

This risk was identified at the outset of the development of the ‘Unlocking the Potential’ strategy, which is
intended to ensure that the University protects its position in any changed market, and to diversify its
income base in order to reduce reliance on Government funding. The University also performs well in
terms of the experience provided to students (source: National Student Survey results included in the
‘Key Performance Indicators’ section above which place the University 16" in the country) and in terms of
the employability of its graduate students — the employment rate of students six months after leaving
university is 94.2% (source: Higher Education Statistics Agency data for students graduating in summer
2008), placing the University within the top 10 institutions in the country. Both of these measures
demonstrate the value provided by the University to students, and provide a level of confidence that the
University can maintain its market position under any new arrangements.




