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Report of the Treasurer

1  Scope of the Financial Statements 
The financial statements comprise the consolidated
results of the University and its subsidiary undertakings,
namely:

• Cass Executive Education Limited (CEEL, formerly City
University Management Development Limited)

• City University Projects Limited (CUPL)
• Treknet Limited
• City University’s Students Union. 

The principal activity of CEEL is to provide business
management training courses. Treknet undertakes
nursing and midwifery education and training. CUPL is
dormant at present.

2  Results for the Year
The Consolidated Income and Expenditure Account shows: 

2004 2003
£000 £000

Income 118,340 106,487
Expenditure 116,063 106,122
Surplus for the year retained 2,277 365

The operating surplus of £2.3m represents around
1.9% of total turnover. In the medium to long term there
is a need to improve profitability to ensure that there is
adequate investment in the infrastructure. This is a key
aim of the financial strategy.

3  Significant income and expenditure movements
The University’s total income has increased by £12million
to £118m. The increase in tuition fees and educational
contracts of £8m is largely due to growth in overseas
student fee income and income from educational
contracts with the National Health Service. Income from
research grants and contracts totals £8m (6.5% of
turnover compared with sector average of 17%). The
Higher Education Funding Council (HEFCE) recurrent
grants have increased by £2m to £26m. 

Tuition fee income and educational contracts total
£68m (58% of turnover) compared with the sector
average of 25%. The high level of tuition fee income
highlights the increasingly commercial nature of the
business and the level of risk associated with this income
source. A significant element of this income growth in the
year has been achieved in the Cass Business School
where turnover increased from £26m to £30m. This
follows the move into their new building in 2002. The
School has not only invested in its buildings but also in its
academic provision with a view to improving its standing
as a world class business school.

The University continues to have a low reliance on
Funding Council income – £26m (22% of turnover)
compared with the sector average of 38%.

University expenditure has increased by 9.4% to
£116m. Staffing costs have increased by 12.5% to
£69m. This represents 59% of total expenditure, broadly
in line with the sector average. Depreciation remains at
around £6m. Other operating expenses have increased
by 6% to £40m. Academic direct costs account for
£64m (55% of expenditure), excluding research and
services rendered. If these are included the figure
reaches £73m (63% of expenditure). 

4  Financial Strategy
During the year, the University developed a new corporate
strategy. It also approved a new financial strategy for the
period to 2007/8. 

This has four primary goals:

• Maintain the financial health of the University
• Ensure value for money in the University’s operations

and manage risk 
• Generate satisfactory sums for infrastructure capital

and revenue expenditure to ensure the sustainability of
the business 

• Generate sufficient funding to support corporate
strategic initiatives 

The strategy sets some challenging performance
targets linked to these goals including growing the
University to a turnover of £160m.

5  Major Building Projects
A major development to re-house the School of Social
Sciences and the Language and Communication Science
Department in a new building on St John Street was
completed. It opened for occupation in the Autumn term
2004. The total project costs are forecast to be £19m.
The University will be terminating its lease on Walmsley
House now that Psychology and Language and
Communication Science have moved to the new Social
Science building.

David Turner, treasurer
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Report of the Treasurer

The first stage of the College Project started in the
summer 2004 with a redesigned entrance compliant with
disability legislation and two new lifts. Work is due to start
in December 2004 on the second phase, which will
address the fire damaged area and the space vacated by
some of the Social Science departments. The aim is to
use this as an opportunity to bring the Informatics School
into one location – currently it is spread over 3 buildings.
The total project cost is anticipated to be around £16m.

The tangible fixed assets increased substantially from
£93m to £102m during the year. The increase is largely
due to additions relating to the Social Science building. 

The University is engaged in a major capital build
programme, which it has not experienced since the
development of the original University buildings in
Northampton Square. The capital plan for the period
2004/5 to 2007/8 totals £59m. Over the last three years
the University has spent £61m on capital assets. The
estate strategy developed in 2000 is currently in the
process of being updated and should be completed by
the end of the calendar year. 

6  Major Information Services Projects
The next stage of the Student Record Information
Developmental Environment (STRIDE) project, to
implement the assessment, progression and award (APA)
management component in the student records systems
(SITS) went live in 2004. 

Project Uropa to implement SAP purchasing is
progressing well and should be complete by the end of
the calendar year. This will provide commitment
accounting for Schools and Portfolios as well as
delivering a major target in the Purchasing Strategy.

7  Financial Indicators 
The University continues to monitor several key
performance indicators.

City England
2003/4 2002/3 2001/2 2002/3

Current Assets to
Current Liabilities
Ratio (Current Ratio) 2.22 2.40 2.92 1.24
Net Current
Assets/Total
Expenditure (days*) 99 111 154 21
Long term liabilities 
as % of Total General
Funds (Gearing Ratio) 24% 26% 26% 55%

* Number of days an institution could meet expenditure from net 
current assets

The indicators show that the University continues in good
financial health. These indicators will continue to decline
as the capital plan is implemented, but it is planned to
ensure that the ratios are kept at prudent levels.

8  Cash Flow Statement
The cash flow statement highlights a net cash inflow of
£2m for the year. This is primarily due to the cash inflow
from operating activities of £8m. Capital expenditure
totalled £14m and capital grants received totalled £8m.

The University’s current cash/investments position of
£49m is favourable as a consequence of receipts from
capital sales during the last decade and a bank loan of
£20m. The financial forecasts anticipate that these cash
balances will reduce over the planning period as the
capital plan is implemented. The University plans to
maintain a current ratio of at least 1.5:1 (above the sector
average of 1.24:1). It will fund the capital plan firstly from
cash balances, but will negotiate external funding
arrangements to maintain the current ratio target. The
financial plans do not anticipate the annualised cost of
borrowing exceeding 4% of turnover – the percentage
above which Funding Council permission is required.

9  Investments 
Given its capital plans, the University decided during
1998/9 that it needed liquidity and certainty in respect of
the unconstrained funds held as long term investments. It
was decided to sell all the University’s equity holdings. All
funds are now managed by Barclays Global Investors
(BGI) with the prime aim of preserving the capital value of
the portfolio.

The Trustee Investment Fund is invested in Charitrak,
a common investment fund managed by Barclays
Global Investors. Its performance is measured against
the FTSE All-Share Index. The value of the fund
remained stable at £2.3m and the dividend for the year
was 3.2% (2.8% in 2002/3).

The University’s other funds (including working capital)
are invested in the BGI Fixed Income Selection Fund,
which is assessed against the 3 month LIBID benchmark.
This achieved income after fees of 4%. The University
earned £1.8m in total in 2003/4 from investments
associated with its working capital.

10  Long term maintenance
Long term maintenance remains an important issue for
the University. During the year the University spent £1.6m
(£1.6m 2002/3) on long term maintenance. 

A condition and compliance survey undertaken in 2003
indicated that over the next ten years the University should
plan to spend £20m on long term maintenance. In addition
to this, there have been separate reviews of asbestos, fire
risks, electrical intake and the implications of the Disability
Discrimination Act (DDA)1995 and the Special Educational
Needs and Disability Act 2001. Property & Facilities
Committee have approved a long term maintenance plan
for the next ten years showing a total need of £29m. It is
planned to firstly address the key compliance issues over
the next three years. The backlog compliance issues were
estimated at £3.5m excluding the DDA works. The DDA
works were estimated at around £3.1m. 
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11  Compliance with Turnbull
The University has almost completed a satisfactory
process to comply with the Turnbull recommendations.
The University has been seeking a non bureaucratic but
effective process which changes the culture of the
organisation. This has therefore been a long
implementation. The University Council has agreed a risk
management policy and a register of all risks has been
developed. This risk register has been split into domains
and each risk has been rated to gauge the impact and
likelihood on the University’s key corporate sub strategies.

There is a common risk language agreed which is used
for both identifying and scoring the risks as well as
reporting the risks to Audit and Compliance Committee,
F&GP and Council. The scoring is on the basis of the
Strategy Owners/Schools view of the residual risk after
taking account of their perception of the effectiveness of
the current controls. The owners have also reviewed the
effectiveness of the controls to manage risk and where
these are not satisfactory have identified improvements.

In addition to the risk management processes at a
corporate level there is a risk identification process in
each school and this is reviewed by the University’s
Planning Panel. Next year it is planned the senior officers
will regularly review the corporate risk register. Currently
Audit and Compliance Committee and F&GP/Council
review the register and also the progress on this project.

12  London Pension Fund Authority (LPFA) & FRS17
Note 33 sets out the explanations required under
Financial Reporting Standard 17 for the LPFA pension
scheme, which applies to clerical, technical and manual
staff. This note is required as the LPFA splits its funds on
an institutional basis unlike the University’s other pension
scheme – Universities Superannuation Scheme. The note
shows that the present value of the liabilities held by the
fund for City University increased by £3m to £39m slightly
increasing the net pension liability to £11.0m. The full
implementation of FRS17 would require that this net
pension liability is reflected in the University’s balance
sheet. Implementation of FRS17 has been deferred. 

FRS17 reflects the position of the fund one particular
day based on a prescribed set of assumptions. It does
not determine the contributions that employers need to
pay into the fund. This is based on the actuary’s
recommendations following the actuarial revaluation. The
pension fund is a long term commitment and this is
reflected in the approach and assumptions chosen by the
actuary. The last revaluation took place in 2001 and the
next is due later this year. A preliminary view from the
actuary last year indicated that it would be reasonable to
expect the employer’s rate to move from 4.9% to 10%. In
view of this the University decided to pay at this rate from
1st August 2003 rather than April 2005. 

13  Capital Reserves
The Reserves in the Balance Sheet have been split
between capital and other. This is to help clarify a
perception that can be created by compliance with the
Statement of Recommended Practice that the University
has reserves to spend of £80m. Of these, the capital
reserve totals £33m and represents funds generated from
the sale of assets, which have then been reinvested in
fixed assets. Consequently, this reserve is not cash
backed. The reserve is used to fund depreciation and is
not available to spend. If this reserve and the restricted
reserves are ignored, there are general reserves of £46m. 

David Turner
Treasurer
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Corporate Governance Statement

The following statement is provided to enable readers of
the Annual Report and Financial Statements to obtain a
better understanding of the governance and legal
structure of the University.

The University endeavours to structure its governance
arrangements in accordance with the recommendations
of recent reviews of corporate governance (for example,
the Cadbury, Turnbull and Lambert reviews), 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 universities that 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. Council
has put in place arrangements to review its corporate
governance arrangements and processes to ensure that it
is operating effectively. A Corporate Governance and
Membership Committee of Council exists with a view to
ensuring that scrutiny of these matters becomes a routine
element of Council’s business. 

The University is an independent corporation, whose
legal status derives from a Royal Charter originally
granted in 1966. Its objects, powers and framework of
governance are set out in the Charter and its supporting
Statutes.

The Charter and Statutes prescribe three components
to City’s governance, and these are as follows:

•  the Council – is the executive governing body,
responsible for the finance, property, investments and
general business of the University, and for setting the
general strategic direction of the institution

•  the Senate – is the academic authority of the
University. It is responsible for maintaining and assuring
the academic quality and standards of the University’s
teaching and research, student entry, certain academic
staffing matters and the award of degrees

•  the Court – is, in effect, the Annual General Meeting of
the University’s key stakeholders, which formally receives
the Annual Report and Financial Statements of the
University. The Court also receives recommendations to
appoint the pro-chancellor, deputy pro-chancellor and the
University’s external auditors. The bodies represented on
the Court represent interests that make a valuable and
positive contribution to the University’s development, and
many of the communities the University seeks to serve. 

Council 
The University’s Council comprised 32 (not including the
Chancellor) members at 31 July 2004 of whom 19 were
external lay members. Council is chaired by the pro-
chancellor, Alderman Sir David Howard.

The role of the pro-chancellor and chair of Council is
separate from the role of the University’s chief executive,
the vice-chancellor.

Council meets four times a year and has several sub-
committees, including a Finance and General Purposes
Committee, a Corporate Governance and Membership
Committee, a Human Resources Committee, an Audit
and Compliance Committee, a Strategic Marketing and
Development Committee, an Information Services
Committee and a Services for Students Committee. All of
these Committees are formally constituted with terms of
reference and include lay members of Council, one of
whom is the chair. All members of Council and its sub-
committees are appointed via a due process that seeks to
match individuals’ skills and experience with the
University’s aims and the terms of reference of
committees and their priorities.

Council members do not have service contracts or
receive any payment, apart from the re-imbursement of
expenses, for the work that they do for the University. A
term of office for a Council member is limited to three
years but each may serve a maximum of three terms of
three years. There is currently no agreed procedure for
Council members, in furtherance of their duties, to take
independent professional advice, if necessary, at the
University’s expense. The University maintains a Register
of Interests of members of the Council, which may be
consulted by arrangement with the secretary of the
University, who acts as secretary to the Council.

Any enquiries about the constitution and governance
of the University should be addressed to the secretary of
the University.

Finance and General Purposes Committee (FGPC) 
The Finance and General Purposes Committee meets at
least three times a year. It is an executive committee of
Council and advises Council on the University’s strategic
direction in respect of finance, property and facilities,
procurement, information services, risk management and
other areas Council deems appropriate. It is chaired by
the treasurer. Mr Christopher Reeves was treasurer until
31 July 2004, thereafter the position has been held by Mr
David Turner. It has two sub-committees: Strategy,
Planning and Resource Committee (SPaRC) and the
Property and Facilities Committee. SPaRC is responsible
for agreeing the strategic plans for schools and academic
departments, and includes one lay member from the
Finance and General Purposes Committee and is chaired
by the vice-chancellor. SPaRC also reports to Senate. The
Property and Facilities Committee is chaired by Mr David
Turner. An Investment Panel, chaired by the treasurer, also
reports to FGPC. 
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Corporate Governance and Membership Committee 
This Committee advises Council on matters concerning the
University’s corporate governance capability, structural
arrangements and practices, membership of the Council
and its committees, and amendments to the Charter and
Statutes. The Committee is chaired by the chair of Council.

Human Resources Committee 
This Committee considers the corporate governance and
other related implications of the University’s activities in
relation to human resources. In particular the Committee
implements relevant assurance, and monitoring and
review arrangements to look into human resource
management and development, strategy formulation and
implementation, and management controls in place to
manage key risks. It is chaired by a lay member of
Council, Ms Genie Turton. A Remuneration sub-
committee responsible for reviewing annually the
remuneration of senior academic and management staff
reports through the HR Committee. 

Information Services Committee 
The Information Services Committee advises Council on
information management strategy, policy and risks as well
as some components of legislative compliance (this being
the primary responsibility of the Audit and Compliance
Committee). This covers domains including IS
infrastructure, business systems and information
resources such as the University’s libraries. Capital
expenditure plans are reported through the Finance and
General Purposes Committee. The Committee is chaired
by a lay member of Council, Mr Clay Brendish.

Strategic Marketing and Development Committee
The Strategic Marketing and Development Committee
advises Council on the University’s strategic direction
with respect to marketing, communications, strategic
partnerships, development and fundraising issues in
order to support the University’s mission ‘to provide
rigorous research and education for the world of work’.
In particular the committee will implement relevant
assurance, monitoring and review arrangements to look
at strategy formulation, risk containment, monitoring of
strategic marketing, development and related activities.
The Committee is chaired by a lay member of Council,
Mr Michael Cassidy.

Services for Students Committee
The Committee considers the corporate governance and
other related implications of University activities in relation
to services for students. In particular the Committee will
implement relevant assurance, and monitoring and review
arrangements to look into services for students strategy
formulation and implementation, and management
controls to manage key risks. It is chaired by a lay
member of Council, Mr Bob Chappell.

Audit and Compliance Committee 
This Committee is responsible for meeting, at least
annually, the external auditors to discuss audit findings. It
considers detailed internal audit reports and
recommendations for the improvement of the University’s
systems of internal control, together with management’s
response and implementation plans. It also has a role in
ensuring value for money is achieved within the institution
and monitors compliance and risk management issues.
The Committee is chaired by a lay member of Council, Mr
David Watson.

Vice-chancellor
The principal academic and administrative officer of the
University is the vice-chancellor, Professor David Rhind,
who has a general responsibility to the Council for
maintaining and promoting the efficiency and good order
of the University. Under the terms of the formal Financial
Memorandum between the University and the Higher
Education Funding Council for England, the vice-
chancellor is the designated officer of the University and
in that capacity can be summoned to appear before the
Public Accounts Committee of the House of Commons.

As chief executive of the University, the vice-chancellor
exercises considerable influence upon the development of
institutional strategy, the identification and planning of new
developments and the shaping of the institutional ethos.
The deputy vice-chancellor, the pro-vice-chancellors, the
director of resources, the university secretary and the chief
information officer all contribute in various ways to this,
but the ultimate responsibility for what is done rests with
the vice-chancellor. The vice-chancellor is advised by a
senior officers team comprising a deputy vice-chancellor,
the director of resources, the university secretary, the chief
information officer and two pro-vice-chancellors.



8

Statement of the University Council’s Responsibilities 

In accordance with the University’s Charter, the Council of
City University is responsible for the administration and
management of the affairs of City University, including
ensuring an effective system of internal control, and is
required to present audited financial statements for each
financial year.

The Council is responsible for keeping proper accounting
records, which disclose with reasonable accuracy at any
time the financial position of City University and enable it to
ensure that the financial statements are prepared in
accordance with the University’s Charter, the Statement of
Recommended Practice on Accounting for Further and
Higher Education and other relevant accounting standards.
In addition, within the terms and conditions of the Financial
Memoranda agreed between the Higher Education Funding
Council for England (HEFCE) and City University, and the
HEFCE annual accounts direction, the University Council,
through its designated office holder (the vice-chancellor), is
required to prepare Financial Statements for each financial
year that give a true and fair view of the state of affairs of
City University, and of the surplus or deficit and cash flows
for that year.

In causing the Financial Statements to be prepared, the
University Council has to ensure that: 
• suitable accounting policies are selected and applied

consistently
• judgements and estimates are made that are

reasonable and prudent 
• applicable accounting standards have been followed,

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

• financial statements are prepared on the going concern
basis, as the Council is satisfied that the University has
adequate resources to continue in operation for the
foreseeable future.

The Council has taken reasonable steps to: 
• ensure that funds from the Higher Education Funding

Council for England are used only for the purposes for
which they have been given and in accordance with
the Financial Memoranda of the Funding Council and
any other conditions which the Funding Council may
from time to time prescribe 

• ensure that funds relating to the contracts with the
National Health Service have been properly expended
on the purposes for which they have been provided 

• 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 prevent and
detect fraud 

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

• ensure that there are systems of risk identification and
management that are based on a clearly articulated policy
and approach and are aligned to the University’s strategic

objectives. These are managed by heads of academic
areas and senior managers and are reviewed regularly, and 

• plan and conduct its financial and academic affairs to
ensure that the University remains solvent. 

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

delegated to, Schools and central portfolios
• a medium and short-term planning process,

supplemented by detailed annual income, expenditure,
capital and cash flow budgets and plans

• regular reviews of financial results involving variance
reporting and updates of forecast out-turns

• defined and formalised requirements for approval and
control of expenditure, with investment decisions
involving capital or revenue expenditure being subject
to appraisal and review according to approval levels
set by the University Council

• Financial Regulations, detailing financial controls and
procedures

• a professional Internal Audit Service whose annual
programme is approved by the Audit and Compliance
Committee and is endorsed by the University Council.
The director of Internal Audit provides the University
Council 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; and

• regular academic reviews carried out on behalf of
Senate to assure academic quality and standards, with
an annual report to Audit and Compliance Committee
on the assurance process.

Any system of internal control can, however, only provide
reasonable, but not absolute, assurance against material
misstatement or loss.

The University Council has agreed the risk management
methodology and process. It has also agreed the risk
appetite of the University as defined in the methodology. 

The University has reviewed its Corporate Risk
Register. For several years it has scored the relevant
risks for each strategy as to impact and likelihood using
a defined scale. It has now consolidated the risks that
have a high impact and likelihood score into a
manageable number and has reviewed the control
environment surrounding the high scoring risks. 

Council receives regular reports on the process of this
project to implement risk management. The next stage is
to embed the reporting regime into normal management
reporting processes.

Within each School a risk register now exists with each risk
scored as to impact and likelihood, against a defined scale.
The control environment around the high scoring risks has
also been reviewed. From next year the School risk review will
be integrated with the University’s planning processes.
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Independent Auditors’ Report to the Council of City University

We have audited the financial statements of City
University for the year ended 31 July 2004 which
comprise the consolidated income and expenditure
account, the group and University balance sheets, the
consolidated cash flow statement, the statement of total
recognised gains and losses, the statement of principal
accounting policies and the related notes 1 to 33. 
These financial statements have been prepared under the
accounting policies set out therein. 

This report is made solely to the Council of the
University, as a body, in accordance with the Financial
Memoranda dated 1 August 2000 and 1 October 2003.
Our audit work has been undertaken so that we might
state to the Council’s members those matters we are
required to state to them in an auditors’ report and for
no other purpose. To the fullest extent permitted by law,
we do not accept or assume responsibility to anyone
other than the Council and the Council’s members as a
body, for our audit work, for this report, or for the
opinions we have formed.

Respective responsibilities of the Council and auditors
As described in the statement of the Council’s
responsibilities, the Council is responsible for the
preparation of the financial statements in accordance with
the University’s Charter, the Statement of Recommended
Practice on Accounting for Further and Higher Education
and other applicable United Kingdom law and accounting
standards. Our responsibilities as independent auditors,
are established by statute, the Audit Practices Board, the
Higher Education Funding Council for England and by our
own 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 for Further and
Higher Education.

We also report whether income from funding bodies,
grants and income for specific purposes and from other
restricted funds administered by City University 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 Memoranda with the Higher Education
Funding Council for England.

We also report to you if, in our opinion, the treasurer’s
report, is not consistent with the financial statements, if
the group has not kept proper accounting records, or if
we have not received all the information and explanations
we require for our audit. 

We read the other information contained in the
treasurer’s report, including the corporate governance
statement, and consider the implications for our report if
we become aware of any apparent misstatements with
the financial statements.

Basis of audit opinion
We conducted our audit in accordance with United
Kingdom 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
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:

i) the financial statements give a true and fair view of
the state of affairs of the University and the group as at
31 July 2004 and of the group’s surplus for the year then
ended and have been properly prepared in accordance
with the Statement of Recommended Practice on
Accounting for Further and Higher Education Institutions;

ii) in all material respects income from the Higher
Education Funding Council for England, the National
Health Service, grants and income for specific purposes
and from other restricted funds administered by the
University have been applied only for the purposes for
which they were received; and

iii) in all material respects income has been applied in
accordance with the University’s Charter and, where
appropriate, with the financial memoranda, dated 
1 August 2000 and 1 October 2003 with the Higher
Education Funding Council for England.

Deloitte & Touche LLP
Chartered Accountants and Registered Auditors
St Albans

16 November 2004
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Statement of Principal Accounting Policies

1  Basis of Preparation
These Financial Statements have been prepared in
accordance with the Statement of Recommended
Practice (SORP): ‘Accounting for Further and Higher
Education’ and in accordance with applicable Accounting
Standards. They comply with the Annual Accounts
direction published by the Higher Education Funding
Council for England (HEFCE).

2  Basis of Accounting 
The Financial Statements have been prepared under the
historical cost convention, as modified by the revaluation
of certain Fixed Assets and Investments. 

3  Basis of Consolidation 
The Financial Statements of the University are
consolidated to include all its subsidiary undertakings,
including the City University Students’ Union, for the
financial year ended 31 July (the group accounts). Intra-
group sales and profits are eliminated fully on
consolidation. The Income and Expenditure Account of
City University is not presented separately within these
consolidated Financial Statements. 

4  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 specific endowments and specific
donations is included to the extent of the completion of
the relevant project concerned, together with any related
contributions towards overhead costs.

All income from short-term deposits, general
endowments and general donations, is credited to the
income and expenditure account in the period in which it
is earned.

Recurrent grants from HEFCE are recognised in the
period in which they are receivable. HEFCE grants for
specific projects are included to the extent of the
completion of the contract or project concerned. Non-
recurrent grants from HEFCE or other bodies received in
respect of the acquisition or construction of fixed assets
are treated as Deferred Capital Grants and released to
income in line with depreciation over the life of the assets.

5  Pension Schemes 
The two pension schemes for the University’s staff are the
Universities Superannuation Scheme (USS) and the
London Pensions Fund Authority Scheme (LPFA). The
schemes are defined benefit schemes, which are externally
funded and contracted out of the State Earnings-Related
Pension Scheme. The Funds are valued every three years
by actuaries using the projected unit method, the rates of
contribution payable being determined by the trustees on
the advice of the actuaries. Pension costs are assessed on
the latest actuarial valuations of the schemes and
accounted for on the basis of charging the cost of
providing pensions over the period during which the
University benefits from the employees’ services. 

6  Foreign Currencies
Transactions denominated in foreign currencies are
recorded at the rates of exchange ruling at the dates of the
transactions. Monetary assets and liabilities denominated
in foreign currencies are translated into sterling at year-end
rates for Balance Sheet purposes. The resulting exchange
differences are dealt with in the determination of income
and expenditure for the financial year.

7  Land and Buildings
Land and Buildings are shown at cost on acquisition as
modified by the valuation of land acquired for the new
Business School. As the revaluation of the land took
place before the implementation of FRS 15, the University
has taken advantage of the provisions within FRS 15 to
freeze the value of the land at its existing valuation.
Interest incurred on acquisition and construction
expenditure to the date of commencement of occupation
is capitalised. Improvements to buildings are capitalised
where they are seen to increase the value or effective life
of the building and the value of improvements is in
excess of £200,000 for a specific capital project.

Freehold land is not depreciated. Freehold buildings
are depreciated over their expected useful economic life
to the University (up to 50 years) on a straight-line basis.
Depreciation is provided on the cost of leasehold
buildings on a straight-line basis over the period of the
lease. Freehold building improvements are depreciated
over their useful lives of 15 years. Leasehold
improvements are depreciated over 15 years, or the
period of the lease, if shorter. 

Buildings under construction are accounted for at cost,
based on the value of architects’ certificates and other
direct costs to 31 July. They are not depreciated until they
are brought into use.

Where 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
Grants 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.
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Statement of Principal Accounting Policies

Some of the University’s land and buildings have been
financed by government grants and are therefore
inalienable, ie, they can only be disposed of in
accordance with the rules set out in the Financial
Memorandum with HEFCE. As noted above, all buildings
and related grants are capitalised.

A valuation of the University Estate was carried out by
GVA Grimley as at 31 July 2001 as indicated in Note 12
to the Accounts. The University has decided not to use
this valuation in its Balance Sheet.

A review for impairment of a Fixed Asset is carried out if
events or changes in circumstances indicate that the
carrying amount of the fixed asset may not be recoverable.

8  Equipment
Equipment costing less than £20,000 per individual item
or group of related items 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 life of three or five years.
Where equipment is acquired with the aid of specific
grants, it is capitalised and depreciated as above. The
related grant is credited to a Deferred Capital Grant
Account and released to the Income and Expenditure
Account over the expected useful life of the equipment,
on a basis consistent with the depreciation policy.

9  Leased assets 
Costs in respect of operating leases are charged on a
straight line basis over the lease term.

10  Maintenance of premises
The cost of long term and routine corrective
maintenance is charged to the income and expenditure
account as incurred.

11  Investments
Endowment Asset Investments are included in the
Balance Sheet at market value. The investment in
University companies is stated at cost less provision for
impairment in value. Current Asset Investments are
included in the Balance Sheet at market value. Current
Asset Investments are cash backed investments
managed by the University’s Investment Managers.

12  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.

13  Cash at bank and in hand 
Cash at bank and in hand includes sums on Short Term
Deposit with recognised banks.

These sums also comprise assets that are readily
disposable. 

Cash at bank and in hand comprises cleared bank
funds, uncleared bank receipts and uncleared bank
payments. This is a change in disclosure. In 2002/03
uncleared bank receipts were disclosed as debtors and
uncleared bank payments were disclosed as creditors.
The corresponding figures disclosed in these financial
statements have been restated.

14  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 obligation.

15  Reserves 
The Restricted Reserve is in respect of reserves
accumulated by the Inns of Court School of Law (ICSL)
prior to the merger with City University. Together with an
element of the Capital Reserve (see below), these
reserves are held for ICSL’s continuing principal activity,
which is the provision of legal education and training for
Bar students.

The Capital Reserve is equivalent to the amount by
which the value of Tangible Fixed Assets included in the
Balance Sheet exceeds Bank Loans, Deferred Capital
Grants, Revaluation Reserve and a further adjustment to
reflect where monies have been lent to projects from
internal funds. This reserve represents funds generated
from the sale of assets, which have then been re-invested
in fixed assets. 

The General Reserves represent balances set aside for
specific infrastructure and strategic projects, risk reserves
representing accumulated surpluses which have not been
set aside for specific use and departmental reserves
which are accumulated reserves primarily under the
control of the relevant department. 

16  Taxation Status
The University 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
Income and Corporate Taxes Act 1988. Accordingly, the
University is potentially exempt from taxation in respect of
income or capital gains received within categories
covered by Section 505 of the 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.

The University receives no similar exemption in respect
of Value Added Tax. The University is a partially exempt
organisation for VAT purposes and consequently input tax
on its purchases is largely irrecoverable.

The subsidiary companies are subject to Corporation Tax
and VAT in the same way as any commercial organisation. 



12

Consolidated Income and Expenditure Account for the year ended 31 July 2004

2004 2003
£000 £000

Note

Income

1 Funding Council Grants 25,883 23,720
2 Tuition Fees and Education Contracts 68,479 60,335
3 Research Grants and Contracts 7,709 6,622
4 Other Income 14,018 13,755
5 Endowment and Investment Income 2,251 2,055

Total Income 118,340 106,487

Expenditure

6 Staff Costs 68,714 61,101
7 Other Operating Expenses 40,465 38,053

11 Depreciation 5,709 5,816
8 Interest Payable 1,160 1,152

Total Expenditure 116,048 106,122

Surplus after Depreciation of Assets at Cost and
before Tax 2,292 365

10 Taxation - -
Surplus after Depreciation of Assets at Cost and Tax 2,292 365

Transfer to accumulated income within Specific Endowments (15) -
22 Surplus for the year retained within General Reserves 2,277 365

The Income and Expenditure Account is in respect of continuing activities.
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Balance Sheets as at 31 July 2004

Group University Group University
2004 2004 2003 2003

Note £000 £000 £000 £000

Fixed Assets
11 Tangible Assets 101,579 101,526 93,017 92,912
13 Investments in University companies - 125 - 125

101,579 101,651 93,017 93,037

14 Endowment Assets 3,262 3,262 3,095 3,095

Current Assets
Stock 47 31 46 29

15 Debtors 8,045 8,858 7,942 8,494
Investments 42,794 42,794 42,788 42,788
Cash at bank and in hand 6,455 6,454 4,559 4,558

57,341 58,137 55,335 55,869

16 Creditors – amounts falling due within one year (25,860) (25,720) (23,104) (23,045)

Net Current Assets 31,481 32,417 32,231 32,824
Total Assets less Current Liabilities 136,322 137,330 128,343 128,956

17 Creditors – amounts falling due after more than one year (19,338) (19,338) (19,786) (19,786)

18 Provisions for Liabilities and Charges (955) (955) (1,603) (1,603)

Net Assets 116,029 117,037 106,954 107,567

19 Deferred Capital Grants 21,993 21,993 15,362 15,362

20 Endowments – specific 3,184 3,184 3,017 3,017
20 – general 78 78 78 78

3,262 3,262 3,095 3,095
Reserves

21 Revaluation Reserve 11,000 11,000 11,000 11,000

22 Restricted Reserve 1,385 1,385 1,336 1,336
22 Capital Reserve 32,702 32,649 30,978 30,873
22 General Reserve 45,687 46,748 45,183 45,901
22 79,774 80,782 77,497 78,110

Total 116,029 117,037 106,954 107,567

The financial statements on pages 10 to 29 were approved by Council on 16 November 2004 and signed on its behalf by:

Mr D Turner                                                     Professor D W Rhind CBE Mr F A Toop
Treasurer                                                         Vice-chancellor                                                               Director of resources
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Consolidated Cash Flow Statement for the year ended 31 July 2004

2004 2003
£000 £000

Note

23 Cash Inflow from Operating Activities 7,733 5,090

24 Returns on Investments and Servicing of Finance 1,091 903

10 Taxation - -

25 Capital Expenditure and Financial Investment (6,708) (13,945)

Net Cash Inflow / (Outflow) before use of Liquid Resources and Financing 2,116 (7,952)

27 Management of Liquid Resources (6) 9,175

26 Financing (214) -

27 Increase in Cash in the Year 1,896 1,223

Reconciliation of Net Cash Flow to Movement in Net Funds

Increase in Cash in the Year 1,896 1,223

27 Inflow / (Outflow) from Liquid Resources 6 (9,175)

26 Change in Net Debt resulting from Cash Flows 214 -

Movement in Net Funds in Year 2,116 (7,952)

Net Funds at 31 July 2003 27,347 35,299

Net Funds at 31 July 2004 29,463 27,347

Statement of Total Recognised Gains and Losses for the year ended 31 July 2004

Note 2004 2003
£000 £000

Surplus for the year 2,292 365
20 Appreciation of Endowment Asset Investments 149 9
20 Endowments – net income retained for year - 9
20 Endowments – addition/(reduction) to capital 3 (172)

Total Recognised Gains Relating to the Year 2,444 211
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Notes to the Accounts for the year ended 31 July 2004

2004 2003
£000 £000

Note

1 Funding Council Grants Receivable from the Higher Education Funding Council 
for England (HEFCE)

Recurrent Grant 21,872 21,211

Specific Grants
Restructuring and Collaboration 1,031 176
Rewarding and Developing Staff 845 988
Moderation 575 -
HEROBCF 299 413
HE Summer Schools - 254
Other Specific Grants 613 342

3,363 2,173

Releases of Deferred Capital Grants
Buildings (Note 19) 648 336

25,883 23,720

2 Tuition Fees and Education Contracts

Full-time Home and EU Undergraduate Students whose fees are paid by local authorities 1,689 1,509
Other Full-time Home and EU Student Fees 18,224 16,553
Students Charged Overseas Fees 20,477 16,176
Part-time Credit Bearing Course Fees 4,220 4,538
Short Course Fees 3,241 2,839
Education Contracts with National Health Service 19,221 17,651
Other Tuition Fees 1,407 1,069

68,479 60,335

3 Research Grants and Contracts
Research Councils 1,804 1,914
UK Based Charities 778 704
UK Government and Health Authorities 1,629 1,116
UK Industry and Commerce 664 426
European Union 2,044 1,545
Other Sources 790 917

7,709 6,622

4 Other Income
Residences, Catering and Conferences 6,046 5,858
Other Services Rendered 3,247 2,804
Donations 1,176 1,154
Release of Deferred Capital Grants (Note 19) 299 252
Insurance Income for fire 275 593
Other Income 2,975 3,094

14,018 13,755

5 Endowment and Investment Income
Income from Endowments 90 66
Income from Other Investments 2,161 1,989

2,251 2,055
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Notes to the Accounts for the year ended 31 July 2004

Note 2004 2003
£000 £000

6 Staff

Staff Costs:
Wages and Salaries 57,039 50,887
Social Security Costs 5,009 4,191
Pension Costs (Note 33) 6,213 5,239
Staff Restructuring Costs 453 784

68,714 61,101

Emoluments of the Vice-Chancellor, Professor D W Rhind
Salary 199 164
Pension Contributions 14 14

213 178

Remuneration of other Higher paid Staff, excluding employer’s pension contributions Number Number

£70,001-£80,000 23 22
£80,001-£90,000 18 12
£90,001-£100,000 6 4
£100,001-£110,000 5 4
£110,001-£120,000 3 -
£120,001-£130,000 1 -

The above disclosures include four members of staff who joined part way through the year
and would have received remuneration in these bands in a full year.

£000 £000
Staff restructuring costs payable in respect of higher paid employees. These costs are 
in respect of two staff members in 2004 (2003: nil) 69 -

Average staff numbers (not full-time equivalents) over the course of the year 
by major category Number Number

Academic Full-Time 766 718
Academic Part-Time 380 347
Technical 34 36
Senior Administrative 365 312
Clerical and Manual 601 601

2,146 2,014

2004 2003
7 Other Operating Expenses £000 £000

Residences, Catering and Conferences Operating Expenses 3,881 3,675
Payments to Non Contract Staff and Agencies 5,018 4,695
Payments for Domestic and Security Contracts 1,226 1,541
Academic Consumables 809 771
Publicity, Advertising and Staff Recruitment 2,462 1,926
Printing, Postage, Stationery and Telephones 2,969 2,789
Conference, Travel and Training costs 2,273 2,160
Purchase and Maintenance of Furniture, Equipment and Software 2,931 3,516
Books, Periodicals and Subscriptions 2,052 1,883
Student Bursaries and Fee Remissions 2,385 2,119
Heat, Light, Water and Power 1,012 750
Repairs and General maintenance 1,432 1,422
Long-Term Maintenance 1,595 1,611
Rents, Rates and Insurance 5,285 4,457
Collaborative Partner payments 1,845 891
Auditors’ Remuneration 49 50
Auditors’ Remuneration in respect of Non-Audit Services 16 1
Other Professional Fees 753 874
Other Expenses 2,472 2,922

40,465 38,053
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Notes to the Accounts for the year ended 31 July 2004

Note 2004 2003
£000 £000

8 Interest Payable

On bank loans not wholly repayable within five years 1,160 1,152

9 Analysis of Expenditure for the year ended Other
31 July 2004 by Activity Staff Operating Interest

Costs Expenses Depreciation Payable Total
£000 £000 £000 £000 £000

Academic Departments 48,985 14,639 644 - 64,268
Academic Services 3,757 2,350 538 - 6,645
Administration 6,722 2,676 554 - 9,952
General Educational Expenditure 352 2,880 - - 3,232
Student and Staff Services 1,434 456 13 - 1,903
Premises 1,883 8,954 3,294 1,160 15,291
Residences, Catering and Conferences 712 3,881 666 - 5,259
Research Grants and Contracts 3,714 2,822 - - 6,536
Other Services Rendered 1,155 1,096 - - 2,251
Other Expenses - 711 - - 711

68,714 40,465 5,709 1,160 116,048

The depreciation charge has been funded by:

Deferred Capital Grants Released 947
General Income 4,762

5,709

Analysis of Expenditure for the year ended Other
31 July 2003 by Activity Staff Operating Interest

Costs Expenses Depreciation Payable Total
£000 £000 £000 £000 £000

Academic Departments 43,888 13,155 759 - 57,802
Academic Services 2,916 2,538 544 - 5,998
Administration 6,035 2,628 593 - 9,256
General Educational Expenditure 218 2,358 - - 2,576
Student and Staff Services 1,281 578 41 - 1,900
Premises 1,720 9,355 3,209 1,152 15,436
Residences, Catering and Conferences 749 3,675 670 - 5,094
Research Grants and Contracts 3,275 2,458 - - 5,733
Other Services Rendered 1,019 1,219 - - 2,238
Other Expenses - 89 - - 89

61,101 38,053 5,816 1,152 106,122

The depreciation charge has been funded by:

Deferred Capital Grants Released 588
General Income 5,228

5,816

2004 2003
10 Taxation £000 £000

UK Corporation Tax Charge - -

For the year ended 31 July 2004 computations indicate that there is no Corporation Tax liability in respect of potential trading 
activities and in particular non student lettings and research and consultancy. None of the subsidiary undertakings consolidated 
within these accounts made taxable profits during the year.
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Notes to the Accounts for the year ended 31 July 2004

Note Freehold Freehold
Land and assets under Leasehold
Buildings construction Buildings Equipment Total

11 Tangible Assets – Group £000 £000 £000 £000 £000

Cost or Valuation
At 1 August 2003 92,401 7,033 4,762 10,469 114,665
Additions – Social Science Building - 10,743 - - 10,743

– College Building - 849 - - 849
– Others - 1,254 267 1,158 2,679

Transfer on completion – Others 624 (624) - - -
Elimination of fully depreciated items - - - (1,807) (1,807)
At 31 July 2004 93,025 19,255 5,029 9,820 127,129

Depreciation
At 1 August 2003 15,818 - 891 4,939 21,648
Charge for year 2,916 - 466 2,327 5,709
Elimination of fully depreciated items - - - (1,807) (1,807)
At 31 July 2004 18,734 - 1,357 5,459 25,550

Net Book Value at 31 July 2004 – Group 74,291 19,255 3,672 4,361 101,579

Net Book Value at 31 July 2003 – Group 76,583 7,033 3,871 5,530 93,017

Freehold Freehold
Land and assets under Leasehold
Buildings construction Buildings Equipment Total

Tangible Assets – University £000 £000 £000 £000 £000
Cost or Valuation
At 1 August 2003 93,490 7,033 4,762 10,177 115,462
Additions – Social Science Building - 10,743 - - 10,743

– College Building - 849 - - 849
– Others - 1,254 267 1,158 2,679

Transfer on completion – Others 624 (624) - - -
Elimination of fully depreciated items - - - (1,777) (1,777)
At 31 July 2004 94,114 19,255 5,029 9,558 127,956

Depreciation
At 1 August 2003 16,907 - 891 4,752 22,550 
Charge for year 2,916 - 466 2,275 5,657 
Elimination of fully depreciated items - - - (1,777) (1,777)
At 31 July 2004 19,823 - 1,357 5,250 26,430 

Net Book Value at 31 July 2004 – University 74,291 19,255 3,672 4,308 101,526 

Net Book Value at 31 July 2003 – University 76,583 7,033 3,871 5,425 92,912 
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Notes to the Accounts for the year ended 31 July 2004

Note
11 Tangible Assets – continued

Included in the Freehold Tangible Assets is land acquired during the year ended 31 July 1999. The land was valued at £11,000,000 by 
Healey and Baker International Real Estate Consultants, as at 31 July 1999, on the basis of open market value and in accordance 
with the appraisal and valuation manual of the Royal Institution of Chartered Surveyors.

Buildings that were originally fully funded from Treasury sources have a net book value of £2,251,000 (2003: £2,391,000). These 
relate to the University precinct – the Drysdale, Refectory, University and Tait Buildings. If these buildings were to be sold the 
University would have to reinvest the proceeds in accordance with the Financial Memorandum with the Higher Education Funding
Council for England (HEFCE) or suffer financial penalties in the event of non-compliance. In addition, HEFCE has in recent years 
made contributions to Access works, Library, Tait Building improvements, Cass Business School, Social Science Building and lecture 
theatre improvements. The total value of funds received from Treasury sources in respect of buildings is £15,028,000; see Note 19.

12 Valuation of Tangible Assets

As noted in the Statement of Principal Accounting Policies, number 7, land and buildings are shown in the accounts at cost on 
acquisition as modified by the valuation of land acquired for the Cass Business School. This note gives detail of an independent 
valuation of the University’s estate together with a note of depreciation charges that would result if the University’s tangible assets 
were shown at valuation.

On 31 July 2001 the City University Estate was valued by GVA Grimley in accordance with the appraisal and valuation manual 
published by the Royal Institution of Chartered Surveyors.

Their valuation was £126.7 million on the following bases of valuation: the additions at cost at £63.4 million represent the 
development work for the Cass Business School, Social Science Building, fire recovery and various improvement projects.

£m

Depreciated Replacement Cost 62.1
Existing Use Value 59.1
Open Market Value 5.5
Valuation at 31 July 2001 126.7
Additions at cost 63.4
Total at 31 July 2004 190.1

The Depreciated Replacement Cost (DRC) is used to arrive at the net current replacement cost required for accounting purposes for 
specialised properties for which there is a lack of demand or market in isolation from the undertaking using it. DRC assumes the 
continuation of the occupancy and use of the properties by the undertaking. Specialised properties are properties which, due to their 
specialist nature are rarely, if ever, sold on the open market to a single occupier for a continuation of the existing use, except as part 
of a sale of the undertaking in occupation.

The gross current replacement cost is calculated from which deductions are made to realise a net figure. The cost of the 
replacement building is depreciated to reflect its age and condition in  relation to a modern equivalent building. The deductions 
include functional, economic and environmental obsolescence, immediate repairs and statutory compliance costs.

As can be seen from Note 11 on Tangible Assets, the group depreciation charge for the year on freehold and leasehold assets is 
£3,382,000. This charge is based on the historical cost price of the buildings. If the buildings were valued as given above the annual 
depreciation charge would increase to £5,589,000.



20

Notes to the Accounts for the year ended 31 July 2004

Note
13 Investments in University Companies

As at 31 July 2004 the University owned the whole of the issued ordinary share capital of Cass Executive Education Limited 
(formerly City University Management Development Limited) being 125,000 shares of £1 each and of City University Projects 
Limited and Treknet Limited being 2 shares of £1 each respectively.

£000
Cost of shares held at 31 July 2003 and 31 July 2004 125

The principal activity of Cass Executive Education Limited is to provide business management training courses. The principal 
activity of Treknet Limited is to provide training for pre and post registration nurses and midwives. City University Projects 
Limited is dormant.

14 Endowment Assets Group and University
2004 2003
£000 £000

Balance at 1 August 2003 3,095 3,249
Additions (Note 25) 18 55
Disposals (Note 25) - (218)
Appreciation of Endowment Asset Investments 149 9
Balance at 31 July 2004 3,262 3,095

Equity Accumulation Fund 2,326 2,101
Investments 936 994
Total Endowment Asset Investments 3,262 3,095
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Notes to the Accounts for the year ended 31 July 2004

Note Group University Group University
2004 2004 2003 2003
£000 £000 £000 £000

15 Debtors – amounts falling due within one year

Trade Debtors 2,234 2,167 1,751 1,605
Research and Other Uninvoiced Debtors 1,539 1,539 789 789
Amounts owed by Group Undertakings - 907 - 756
Prepayments and Accrued Income 4,052 4,038 5,180 5,127
Other Debtors 220 207 222 217

8,045 8,858 7,942 8,494

16 Creditors – amounts falling due within one year

Bank Loan (see Note 17) 448 448 214 214
Trade Creditors 4,157 4,128 2,487 2,489
Payments Received in Advance 5,011 5,011 4,942 4,942
Accruals and Deferred Income 12,390 12,318 11,819 11,799
Taxation and Social Security 3,075 3,036 2,982 2,941
Other Creditors 779 779 660 660

25,860 25,720 23,104 23,045

17 Creditors – amounts falling due after more than one year

Bank Loan 19,338 19,338 19,786 19,786
The Bank Loan is repayable:

In one year or less 448 448 214 214
Between one and two years 474 474 448 448
Between two and five years 1,582 1,582 1,498 1,498
In five years or more 17,282 17,282 17,840 17,840

19,786 19,786 20,000 20,000

This unsecured bank loan for £20 million was drawn down on 17 January 2002. The loan is for general funding purposes including 
the capital developments of the Cass Business School and the new Social Science Building. The interest rate is fixed at 5.77% for 
the loan term of 25 years. Capital repayments commenced in 2004 and end in 2027.
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Notes to the Accounts for the year ended 31 July 2004

Note Group and University
18 Provisions for Liabilities and Charges Deficit 

on ICSL
Pension

Restructuring Scheme Total
£000 £000 £000

Balances at 1 August 2003 1,401 202 1,603
Utilised in year (723) - (723)
Charge for the year 75 - 75 
Balances at 31 July 2004 753 202 955

The Restructuring Provision is the estimated liability that will arise from agreed early retirements of staff under the University’s 
restructuring arrangements. A provision has been made for the deficit on the Inns of Court School of Law pension scheme, following 
the merger on 1 August 2001. The scheme is in the process of being wound up and the provision will ensure that the full minimum 
funding requirement is met.

19 Deferred Capital Grants Group and University
Higher Education
Funding Council Other

for England Grants Total
£000 £000 £000

Balances at 1 August 2003
Buildings 9,476 5,798 15,274
Equipment - 88 88

9,476 5,886 15,362

Cash Received
Buildings 6,200 1,378 7,578
Equipment - - -

6,200 1,378 7,578 

Released to Income and Expenditure
Buildings (648) (255) (903)
Equipment - (44) (44)

(648) (299) (947)

Balances at 31 July 2004
Buildings 15,028 6,921 21,949
Equipment - 44 44

15,028 6,965 21,993
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Notes to the Accounts for the year ended 31 July 2004

Note Group and University
20 Endowments Specific General Total

£000 £000 £000

At 1 August 2003 3,017 78 3,095
Additions 3 - 3
Appreciation of Endowment Asset Investments 149 - 149
Income for year 102 3 105
Expenditure for year (87) (3) (90)
At 31 July 2004 3,184 78 3,262

The University has two pools, the General Pool and the Trustee Investment Pool as defined by the City University Act 1967.
At 31 July 2004 the funds were configured as follows:

Balances at 31 July 2004
Capital Revenue Total

£000 £000 £000
General Pool
General Purposes Fund 12 - 12
Kitchin Fund 66 - 66
Lord Mais Fund 802 - 802

880 - 880
Trustee Pool
Trustee Investment Pool 2,285 97 2,382

Total Endowments 3,165 97 3,262
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Notes to the Accounts for the year ended 31 July 2004

Note Group and University
21 Revaluation Reserve 2004 2003

£000 £000

Balance at 31 July 2003 and 31 July 2004 11,000 11,000

The Revaluation Reserve relates to land acquired for the Cass Business School.

Group University
22 Reserves – Restricted, Capital and General £000 £000

Balance at 1 August 2003 77,497 78,110
Surplus for year retained 2,277 2,672
Balance at 31 July 2004 79,774 80,782

Balance at Balance at
1 August 2003 Movements 31 July 2004

£000 £000 £000

Restricted Reserve 1,336 49 1,385

Capital Reserve 30,978 1,724 32,702

General Reserves

Infrastructure Reserves 11,033 (3,947) 7,086 
Strategic Reserves 6,213 2,266 8,479 
Risk Reserves 15,117 353 15,470 

Departmental Reserves
Academic 10,008 1,541 11,549 
Non-Academic 2,812 291 3,103 

45,183 504 45,687 

Total Group Reserves 77,497 2,277 79,774 

Restricted Reserve
This reserve is in respect of the Inns of Court School of Law, which was incorporated into the University on 1 August 2001. The 
Reserves acquired were allocated to a Restricted Reserve, and fixed assets acquired were allocated to Capital Reserve (see below). 
These reserves, plus the movements since incorporation, are held for ICSL’s continuing principal activity, which is the provision of 
legal education and training for Bar students.

Capital Reserve
The Capital Reserve is equivalent to the amount by which the value of Tangible Fixed Assets included in the Balance Sheet exceeds 
Bank Loans, Deferred Capital Grants, Revaluation Reserve and a further adjustment to reflect where monies have been lent to 
projects from internal resources. This Reserve is set aside to fund future depreciation charges on buildings and equipment not being 
repaid from future cashflows.

General Reserves

Infrastructure and Strategic Reserves
These reserves have been set aside to fund specific infrastructure and strategic projects.

Risk Reserves
These reserves are used to underwrite a collection of risks primarily related to loans and other business risks.

Departmental Reserves
These reserves have been accumulated by University Schools and central portfolios and spending of these balances is primarily 
under their control.
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Notes to the Accounts for the year ended 31 July 2004

Note 2004 2003
£000 £000

23 Reconciliation of Consolidated Surplus for the Year to Cash Flow From
Operating Activities

Surplus for the Year before Taxation 2,292 365
Depreciation (Note 11) 5,709 5,816
Deferred Capital Grant Released to Income (Note 19) (947) (588)
Net Income Retained from Endowments - 9
Endowment and Investment Income (Note 5) (2,251) (2,055)
Interest Payable (Note 8) 1,160 1,152
(Increase) / Decrease in stocks (1) 11
Increase in Debtors (103) (2,043)
Increase in Creditors 2,522 2,230
(Decrease) / Increase in Provisions (648) 193
Cash Inflow from Operating Activities 7,733 5,090

24 Returns on Investments and Servicing of Finance

Income from Endowments (Note 5) 90 66
Income from Other Investments (Note 5) 2,161 1,989
Interest Paid (Note 8) (1,160) (1,152)

1,091 903

25 Capital Expenditure and Financial Investment

Purchase of Tangible Assets (Note 11) (14,271) (17,667)
Payments to acquire Endowment Assets (Note 14) (18) (55)
Receipts from Sales of Endowment Assets (Note 14) - 218
Deferred Capital Grants Received (Note 19) 7,578 3,731
Endowments Received / (Repaid) (Note 20) 3 (172)

(6,708) (13,945)
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Notes to the Accounts for the year ended 31 July 2004

Note 2004 2003
26 Financing £000 £000

Repayment of existing bank loans (214) -
(214) -

At 1 August Other At 31 July
27 Analysis of Changes in Net Funds 2003 Cash Flow changes 2004

£000 £000 £000 £000

Cash at Bank and in Hand 4,559 1,896 - 6,455
Current Asset Investments 42,788 6 - 42,794
Debt Due Within One Year (214) 214 (448) (448)
Debt Due After One Year (19,786) - 448 (19,338)

27,347 2,116 - 29,463
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Notes to the Accounts for the year ended 31 July 2004

Note Group and University
28 Financial Commitments 2004 2003

£000 £000
Operating Lease Commitments in Respect of Annual Commitments for Land and Buildings, 
on Leases Expiring:

Within One Year - 16
Between Two and Five Years 827 398
Over Five Years 1,688 2,630

2,515 3,044

Group and University
2004 2003

29 Capital Commitments £000 £000

Expenditure Authorised and Contracted for 4,665 16,087
Expenditure Authorised but not Contracted for 21,229 -

College Building works have been authorised at a cost of £15,229,000.

Group and University
2004 2003

30 Access Funds £000 £000

Funding Council Grants 340 280
Disbursed to Students (219) (272)

121 8

Funding Council Access Grants are available solely for students. The University acts only as paying agent. The grants and related 
disbursements are therefore excluded from the Income and Expenditure Account. Access Funds were distributed as follows: £53,000 
to 59 postgraduate students and £166,000 to 185 undergraduate students.

31 College Building fire
On 21 May 2001 the University suffered a major fire in its College Building. Revenue expenditure relating to the recovery from the fire 
continued to be funded from insurance receipts during the year.

Where insurance receipts have been used to provide enhancements to buildings the costs have been capitalised. Where insurance 
receipts have been used to reinstate a portion of the College Building already capitalised, an exceptional surplus of £2,822m was 
recognised in the year ended 31 July 2002, representing the difference between the remaining net book value and insurance 
proceeds received to reinstate the College Building.

The insurance claim has still to be finally settled and is pending the commencement of works on the College Building, which has 
now been authorised.

32 Related party transactions
Transactions with the subsidiary undertakings of City University have been eliminated on consolidation and no disclosure of these 
transactions has therefore been given. City University has no related party transactions which require disclosure under Financial 
Reporting Standard 8.
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Notes to the Accounts for the year ended 31 July 2004

Note
33 Pension Schemes

The two pension schemes for the University staff are the Universities Superannuation Scheme (USS) and the London Pensions Fund 
Authority Scheme (LPFA). The assets of the Schemes are held in separate trustee administered funds. The Schemes are defined 
benefit schemes, which are externally funded and are valued every three years by actuaries using the projected unit method, the 
rates of contribution payable being determined by the trustees on the advice of the actuaries. USS provides benefits based on final 
pensionable salary for academic and related employees of all ‘old’ UK Universities and some other employees. LPFA provides similar 
benefits for other staff of the University. The pension costs are assessed using the projected unit method. The assumptions and other 
data that have the most significant effect on the determination of the contribution levels are as follows:

USS LPFA

Latest actuarial valuations 31 March 2002 31 March 2001
Investment returns per annum (%) 5.0 - 6.0 6.3 - 6.6
Salary scale increases per annum (%) 3.7 4.3
Pension increases per annum (%) 2.7 2.8
Market value of assets at date of last valuation £19,938m £2,853m
Proportion of members’ accrued benefits covered by the actuarial value 
of the assets (%) 101 101

Current employers contribution rate (%) 14.0 10.0 (2003: 4.9)
Employers pension costs for current year £5.6m £0.6m

The market value of assets stated above relate to the total scheme assets. The USS contribution rate is standard for all institutions. 
The USS are unable to identify City University’s share of the underlying assets and liabilities.

London Pensions Fund Authority Scheme

LPFA maintains a rate per institution related to assets and liabilities accruing to each individual institution. In order to comply with the 
requirements of Financial Reporting Standard 17, Retirement Benefits, the following additional information is disclosed in relation to 
the LPFA scheme.

Assumptions as at 31 July 2004 31 July 2003 31 July 2002
% per annum % per annum % per annum

Price increases 2.9 2.6 2.4 
Salary increases 4.4 4.1 3.9 
Pension increases 2.9 2.6 2.4 
Discount rate 5.5 5.5 6.0 

Assets (Active Fund) Long Term Long Term Long Term
Return at Assets at Return at Assets at Return at Assets at

31 July 2004 31 July 2004 31 July 2003 31 July 2003 31 July 2002 31 July 2002
% per annum £000 % per annum £000 % per annum £000

Equities 7.9 1,093,000 8.0 1,052,900 8.0 983,200 
Bonds 5.4 159,000 5.0 169,800 5.5 182,600 
Property 6.7 105,000 6.0 65,800 6.0 -  
Cash 4.5 17,000 3.5 -  4.0 17,000 
Total 7.5 1,374,000 7.5 1,288,500 7.6 1,182,800 

Net Pension Liability as at 31 July 2004 31 July 2003 31 July 2002
£000 £000 £000

Estimated Employer Asset (A) 27,645 25,980 26,300 
Present Value of Scheme Liabilities 38,650 36,480 30,820 
Present Value of Unfunded Liabilities - -  -  
Total Value of Liabilities (B) 38,650 36,480 30,820 
Net Pension (Liability)/Asset (A)-(B) (11,005) (10,500) (4,520)

If the provisions of Financial Reporting Standard 17 had been implemented in full the effect on the net assets recorded in the 
Balance Sheet of City University would be a reduction of £11.0m. 
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Notes to the Accounts for the year ended 31 July 2004

Note
33 Pension Schemes – continued

Amount Charged to Operating Profit Year to 31 July 2004 Year to 31 July 2003
£000 % of Payroll £000 % of Payroll

Service Cost 967 14.9 590 11.2
Past Service Costs 70 7.2 -  -  
Curtailment and Settlements -  - -  -  
Decrease in irrecoverable surplus -  - -  -  
Total Operating Charge (A) 1,037 22.1 590 11.2

Amount credited to Other Finance Income

Expected Return on Employer Assets 1,938 29.9 1,970 37.6
Interest on Pension Scheme Liabilities (2,014) (31.1) (1,850) (35.3)
Net Return (B) (76) (1.2) 120 2.3
Net Revenue Account Cost (A) – (B) 1,113 23.3 470 8.9

Analysis of Amount Recognised in Statement of
Total Recognised Gains and Losses (STRGL) 31 July 2004 31 July 2003 31 July 2002

£000 £000 £000
Actual return less expected return on pension scheme assets 17 (1,700) (6,190)
Experience gains and losses arising on the scheme liabilities - (370) (1,680)
Changes in financial assumptions underlying the present value of the scheme liabilities (48) (3,700) 2,760 
Actuarial gain/(loss) in pension plan (31) (5,770) (5,110)
Increase/(decrease) in irrecoverable surplus from membership fall and other factors - - -
Actuarial gain/(loss) recognised in STRGL (31) (5,770) (5,110)

Movement in Surplus/(Deficit) During the Year

Surplus/(deficit) at beginning of the year (10,500) (4,520)
Current Service Cost (967) (590)
Employer contributions 639 260 
Other income - -
Other outgoings (e.g. expenses, etc) - -
Past service costs (70) -
Impact of settlements and curtailments - -
Net return on assets (76) 120 
Actuarial gains/(losses) (31) (5,770)
Surplus/(deficit) at end of year (11,005) (10,500)

History of Experience Gains and Losses

Difference between the expected and actual return on assets 17 (1,700) (6,190)
Value of assets 27,645 25,980 26,300 
Percentage of assets (%) 0.1 (6.5) (23.5)
Experience gains/(losses) on liabilities - (370) (1,680)
Present value of liabilities 38,650 36,480 30,820 
Percentage of the present value of liabilities (%) - (1.0) (5.4)
Actuarial gains/(losses) recognised in STRGL (31) (5,770) (5,110)
Present value of liabilities 38,650 36,480 30,820 
Percentage of the present value of liabilities (%) (0.1) (15.8) (16.6)
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City University Financial Performance Indicators for the five years to 31 July 2004

Restated
2004 2003 2002 2001 2000

A Indicators Relating to Income and Expenditure
(% Ratio to Total Income)

1 Grants from HEFCE 22 22 22 22 26
2 Tuition Fees 58 57 54 56 50
3 Income from Research Grants and Contracts 7 6 6 5 5
4 Income from Other Services Rendered 3 3 2 2 3
5 Income from Residences & Catering 5 6 6 6 8
6 Other General Income 5 6 10 9 8

100 100 100 100 100

7 % Ratio of Pay Expenditure to Total Expenditure 59 58 57 57 60

8 % Ratio of Surplus for the Year 2 0 7 6 2

B Indicators Relating to Financial Strength

9 Days Ratio of Total General Funds to Total Expenditure 
(To indicate the number of days total expenditure which 
could be met from General Funds) 251 267 293 295 298 

10 Days ratio of Net Current Assets to Total Expenditure
(Number of days an institution could meet expenditure
from net assets) 99 111 154 179 181 

11 % Ratio of Long Term Liabilities to Total General Funds 
(To indicate the extent to which an institution is funded 
by long-term debts as a measure of its capital gearing) 24 26 26 9 10

C Indicators Relating to Short-term Liquidity and Solvency at 31 July

12 % Ratio of Liquid Assets (Cash + Short Term Investments) to 
Current liabilities (Extent to which current liabilities could be met 
from liquid assets) 190 205 262 270 305

13 Ratio of Current Assets to Current Liabilities (Extent to which 
current liabilities could be met from current assets) 2.22 2.40 2.92 3.08 3.35 

14 Days of Total Income (excluding HEFCE Income)
Represented by Debtors 32 35 29 41 30 

15 Days of Total Income (excluding HEFCE Income)
Represented by Trade Debtors (to assess whether
or not debts are being recovered within a reasonable time) 9 8 9 13 10 

Notes:
1 The income indicators clearly show the importance of fee income as a percentage of turnover. The indicator for fee income 

includes the contracts with the National Health Service.
2 Indicator 15 is used in these accounts to reflect more correctly the debtors position by concentrating on invoiced debts and 

excluding prepayments, accrued income and other uninvoiced debts.
3 For more consistent comparability, the indicators relating to income for 2002 exclude the surplus of £2.822 million for the 

reinstatement of College Building. Similarly, income for 2001 excludes the surplus of £3.712 million arising from the sale of the 
Graham Street site. The ratios of surpluses for the year include the £2.822 million and the £3.712 million.

4 The above figures have been calculated using the group accounts ie the consolidated accounts of City University and all its 
subsidiary undertakings.
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Comparative Financial Performance Indicators for the five years to 31 July 2003

England England England England England
Average Average Average Average Average

A Indicators Relating to Income and Expenditure 2003 2002 2001 2000 1999
(% Ratio to Total Income)

1 Grants from HEFCE 38 38 39 40 40
2 Tuition Fees 25 24 23 23 23
3 Income from Research Grants and Contracts 17 17 16 15 15
4 Income from Other Services Rendered 4 4 5 5 5
5 Income from Residences and Catering 7 7 7 7 7
6 Other General Income 9 10 10 10 10

100 100 100 100 100

7 % Ratio of Pay Expenditure to Total Expenditure 58 58 58 58 57

8 % Ratio of Surplus for the Year 1 0 0 1 2

B Indicators Relating to Financial Strength

9 Days Ratio of Total General Funds to Total Expenditure 
(To indicate the number of days total expenditure which 
could be met from General Funds) 139 134 139 141 148

10 Days ratio of Net Current Assets to Total Expenditure 
(Number of days an institution could meet expenditure 
from net assets) 21 21 25 30 35 

11 % Ratio of Long Term Liabilities to Total General Funds 
(To indicate the extent to which an institution is funded 
by long-term debts as a measure of its capital gearing) 55 55 54 54 51

C Indicators Relating to Short-term Liquidity and Solvency

12 % Ratio of Liquid Assets (Cash + Short Term Investments) 
to Current liabilities (Extent to which current liabilities could 
be met from liquid assets) 70 67 65 74 86

13 Ratio of Current Assets to Current Liabilities 
(Extent to which current liabilities could be met 
from current assets) 1.24 1.24 1.34 1.42 1.48

14 Days of Total Income (excluding HEFCE Income)
Represented by Debtors 74 75 80 77 70

Notes:
1 The above indicators are only published for each individual institution. For the purposes of these accounts averages for England 

have been calculated using total figures published by the Higher Education Statistics Agency on its CD ROM HE Finance Plus 
2002/2003 and prior editions.

2 Against the comparators, City has a high reliance on fee income, but shows above-average financial strength and liquidity, with a 
relatively low level of long-term debt.
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Consolidated Income and Expenditure Account for the five years to 31 July 2004

Restated
2004 2003 2002 2001 2000

Income £000 £000 £000 £000 £000

Funding Council Grants 25,883 23,720 21,688 20,054 19,534
Academic Fees and Support Grants 68,479 60,335 55,035 49,766 37,947
Research Grants and Contracts 7,709 6,622 6,590 4,851 4,169
Other Income 14,018 13,755 14,518 11,267 10,939
Endowment Income and Interest Receivable 2,251 2,055 2,910 3,567 3,243

118,340 106,487 100,741 89,505 75,832

Surplus on reinstatement of Fixed Assets - - 2,822 - -
Surplus on Sale of Fixed Assets - - - 3,712 -
Total Income 118,340 106,487 103,563 93,217 75,832

Expenditure

Staff Costs 68,714 61,101 55,117 50,135 44,601
Other Operating Expenses 40,465 38,053 36,941 33,238 26,732
Depreciation 5,709 5,816 3,147 3,409 2,156
Interest Payable 1,160 1,152 1,151 600 608
Total Expenditure 116,048 106,122 96,356 87,382 74,097

Surplus after Depreciation of Assets at Cost and Before Tax 2,292 365 7,207 5,835 1,735

Taxation - - - - -

Surplus after Depreciation of Assets at Cost and Tax 2,292 365 7,207 5,835 1,735
Transfer to accumulated income within Specific Endowments (15) - - - -
Surplus for the year retained within General Reserves 2,277 365 7,207 5,835 1,735

Incorporation of Inns of Court School of Law - - - 4,438 -
Income and Expenditure Account Brought Forward 77,497 77,132 69,925 59,652 57,917

Income and Expenditure Account Carried Forward 79,774 77,497 77,132 69,925 59,652

Note
The above summary includes the merger with the Inns of Court School of Law (ICSL) on 1 August 2001. As noted above the figures 
for the year ended 31 July 2001 have been restated to include ICSL. The figures for the year 2000 have not been restated.
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Consolidated Balance Sheet for the five years to 31 July 2004

Restated
2004 2003 2002 2001 2000
£000 £000 £000 £000 £000

Fixed Assets
Tangible Assets 101,579 93,017 81,166 55,336 46,959

Endowment Asset Investments 3,262 3,095 3,249 4,235 4,775

Current Assets
Stock 47 46 57 104 138
Debtors 8,045 7,942 6,348 7,787 4,656
Investments 42,794 42,788 51,963 45,467 44,293
Cash at Bank and In Hand 6,455 4,559 3,385 10,034 3,237

57,341 55,335 61,753 63,392 52,324

Creditors – amounts falling due within one year 25,860 23,104 21,158 20,564 15,599

Net Current Assets 31,481 32,231 40,595 42,828 36,725

Total Assets less Current Liabilities 136,322 128,343 125,010 102,399 88,459

Creditors – amounts falling due after more than one year (19,338) (19,786) (20,000) (6,054) (6,243)

Provisions for Liabilities and Charges (955) (1,603) (1,410) (1,314) (1,748)

Net Assets 116,029 106,954 103,600 95,031 80,468

Deferred Capital Grants 21,993 15,362 12,219 9,871 5,041

Endowments
Specific 3,184 3,017 2,944 3,547 3,892
General 78 78 305 688 883

3,262 3,095 3,249 4,235 4,775
Reserves
Revaluation Reserve 11,000 11,000 11,000 11,000 11,000
Restricted, Capital and General 79,774 77,497 77,132 69,925 59,652

90,774 88,497 88,132 80,925 70,652

Total Funds 116,029 106,954 103,600 95,031 80,468
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