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UNIVERSITY OF ULSTER GROUPACCOUNTS

Operating and Financial Review

THE UNIVERSITY
The University is an independent educational charity registered with the Charity Commission for Northern Ireland.
Our legdl status derives from a Royal Charter granted in 1984.

As our name conveys, the University of Ulster (Ulster) is a university of its locality: Northern Ireland. The Ulster
community, located across our four campusesin Belfast, Coleraine, Jordanstown and Magee in Derry/Londonderry, is
strongly committed to inclusive economic, socia and cultural transformation and the advancement of Northern Ireland
(NI) globally. The strength, quality and success of our teaching provision, our widening access and participation
initiatives, our graduates, our research and innovation, and the commitment of our staff are widely acknowledged. In
particular, we value our ahility to combine the shaping and delivery of our core academic provision by building close
and productive links across the economy and society both locally and internationally.

It isagainst this background that we have set out the context for our Corporate Plan 2011/12 to 2015/16 — to focus and
deepen our contribution to the economic, socia and cultural development of NI and its global standing.

CORPORATE STRATEGY
The University’s Corporate Plan 2011/12 to 2015/16 sets out two corporate goals under the following headings:

»  Excellent, accessible teaching and learning
e Focused research, excellence and innovation

These are facilitated by one enabling goal:
* A waell led, healthy working and learning environment,

which aims to support the delivery of the University’ s vision of leading in the provision of professional education for
professional life - http://www.ulster.ac.uk/corporateplan

The Corporate Plan was developed in the knowledge that we are embarking on a phase of considerable uncertainty
and change in Higher Education across the United Kingdom with the differentiation in the students’ fees regime,
increased global competition and more challenging public finances. Against this challenging backdrop, the University’s
Corporate Plan however provides us with a strong strategic focus for the future, a framework for further developing a
high quality, world — renowned higher education institution capable of focusing and deepening our contribution to the
economic, social and cultural development of NI and itsglobal standing. Our Planisnot about standing still, it is about
agility, flexibility, ambition and success.

We manage all our affairs and our resources prudently through robust annual business planning and associated risk
management strategies. The activities associated with the overarching Corporate Plan, form the basis of our annual
business plan. This business plan defines priorities for the year against which achievement in the delivery of our
objectives and key success indicators is monitored and reported.

The Greater Belfast Development (GBD) plan will see the transfer of students and staff from Jordanstown to Belfast
with most of the existing Jordanstown activity being moved into the city. By 2018 15,000 students and staff will be
studying and working in the exciting Cathedral Quarter of Belfast.

2012/13 saw the commencement of the first phase of the GBD project with the construction of the new York Street
building progressing well.  This will facilitate the transfer of activity from our existing Orpheus Building in 2015
so that major construction of the new build can commence soon after. In addition, the Interpoint building has been
demolished to facilitate the commencement of the basement work for the new build. This work is scheduled to be
completed in November 2014.

The Jordanstown campus will remain part of our estate and will continue to house our excellent sports facilities,
forming the hub of al sports-related team and individual activities, together with student residences and specialist
research facilities. The University and our Planning Consultants continue to liaise with DoE Planning and subject to
satisfactory acceptance of the additional supplementary information an outline planning consideration is anticipated to
occur in the autumn/early winter of 2014.



UNIVERSITY OF ULSTER GROUPACCOUNTS

Operating and Financial Review - Continued

With regard to the North West devel opment plans, our Coleraine and M agee campuses play avital roleinthe economic,
social and cultural development of the North West region.

The first phase of the Coleraine rationalisation project has been completed with the development of new Students’
Union facilitiesasan integral part of the University’scentral building. The second phase of the Coleraine devel opment
is on schedule with work commenced on anew learning and teaching block adjacent to our central building. Planning
permission and funding has been provided for the third phase of the devel opment, the construction of the Arts building
adjacent to the Life & Health Sciences block. This work commenced in the current year.

Our development plans for Magee are based upon expanding and developing, delivering and sustaining high-quality,
regionally relevant provision with an emphasis on professional education for professional life. Planning approval has
been granted for the new learning and teaching block at Magee and a business case to justify this new building has been
submitted to the Department for Employment and Learning (DEL) to seek capital funding.

REVIEW OF OPERATIONS
The financial statements have been prepared on a consolidated basis and include the results of the University and its
subsidiary companies as set out within Note 32.

The financial results of the Group for the year show a historical surplus of £19.7m, a margin of 9.9%, and net cash of
£62.3m all of which were in line with our plan to build sufficient reserves in support of the campus developments and
to ensure our long term cash holdings are closer to sector benchmark figures.

INCOME AND EXPENDITURE ACCOUNTS

Total income rose by 3.9% to £199m while expenditure (net of depreciation) remained static, reflecting the University’s
continued drive towards effecting and maintaining efficiencies gained in recent years. The main movement is as a result
of an additional depreciation charge which represents the acceleration of the write off of the value of the Jordanstown
estate prior to the disposal post 2018.

The Consolidated Income and Expenditure account shows:- 2014 2013
£000 £000
INCOIME ..t n e e nne s 199,217 191,723
(0= 010 [ U (185,060) (180,477)
Surplus (Deficit) Transferred to Endowment Fund............c.ccccevnnnene - (D)
OPErating SUMPIUS......cveeeieeeieeeiee ettt 14,157 11,245
Revaluation RESENVE REIUIM ..o 5,566 3,187
Historical COSt SUMPIUS.....c.eiuiiieieeerie e 19,723 14,432
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The University’ sincome comes from a number of sources as shown below.

Funding Council Grants increased by 2.8% or £2.4m as a result of additional in-year initiatives granted by DEL.

Tuition fee and educational contracts income is largely in line with prior years. This reflects the completion of the
uplift in student fees and commensurate reduction in block grant funding.

Research Grant income rose by 18.2% or £4.3m. The University has seen increases in Research Council, UK Charities,
EU government and UK central government sources of funding in the past twelve months.

The University’s expenditureis split into four categories:-

Overall expenditure isin line with that recorded in the year to 31 July 2013. During 2013/14 we have continued to
identify areas of activity which can be delivered more cost effectively or where divestment is appropriate as ameans of
managing our on-going cost base. The staff cost to income ratio of 56.4%, is a further 2.2% reduction from the previous
year as Ulster staff costs become closer to the sector average.

The large increase in the depreciation charge in year reflects the accelerated write off the Jordanstown campus buildings,
which are scheduled to be vacated in 2018, with the move to York Street.
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BALANCE SHEET ASAT 31 JULY 2014
This year saw a further increase in Group net assets, up to £283m, from £262m at the year ended 31 July 2013.
Similarly reservesincreased by £19.8m to £185m.

Group cash and short term investments totalled £92m as at 31 July 2014. This is an increase of 65% over last year
and reflects the draw down of £25m of Financial Transaction Capital funding provided by the Strategic Investment
Board (SIB) in support of the Greater Belfast Development as well as a planned increase in cash reserves to support
the development of the estates and support other infrastructure developments.

Fixed assets movement for this year amounts to £0.8m, including additions of £17.5m. £4.1m of this relates to
equipment, £0.5m of land and buildings, and £12.8m of work in progress/assets under construction; including £8.6m
due to the ongoing development of the Greater Belfast project, and £3.0m for the rationalisation of the Coleraine estate.

The defined pension liability decreased to £30.6m from £36.9m last year. Further comment in respect of same is noted
later in this report.

Net current assets increased by £34.4m, reflecting the increased cash and investments, to a year end position of £71.3m.

CASH FLOW FOR THE YEAR TO 31 JULY 2014

The University’s Finance Strategy aims to generate a cash surplus of £10m per annum from Operating Activity to
support investment in capital works, improve the University’s overal liquidity and create a cash reserve fund to
support the Greater Belfast Development plans.

Cash balances continue to improve due to delays in capital project spend together with lower than projected recurrent
spend amongst the faculties and departments. It should be noted that thisisatemporary increasein cash to fund future
investments.

For the year ended 31 July 2014 the net cash flow from operating activities was £21.0m. The University invested
£17.5m in capital asset additions with £6.9m having been received from government sources in support of these
investments. In addition, the £25m loan facility referred to earlier, provided through the SIB as part of the Finance
Transactions Capital Fund wasreceived ahead of spend. Asaconsequence, the University’ sshort term cash depositsand
investments increased from £55.7m last year to £91.9m at 31 July 2014. The University’s liquidity ratio (current assets
to annual expenditure excluding depreciation) at 62.8% (up from 41.2% in 2013) reflects the planned accumulation of
cash reserves.

FINANCIAL STRATEGY

Through the financial strategy the University aims to achieve sustainable overall finances, while providing continued
funding to support the University’ s Estates Strategy, which includes the redevel opment of Greater Belfast, the Magee
Development plan, the consolidation of the physical estate on the Coleraine campus and investment in Information
Technology. The University’s level of capital investment is determined from a HEFCE and DEL commissioned JM
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Consulting Report “Future Needs for Capital Funding in HE”, which recommended that in order to maintain a
sustainable estate HEIs should invest 4.75% of the insurance replacement value of the estate annually.

The University’s approved Finance Strategy is as follows:-

e  To ensure the financial viability of the University.

e To achieve an annual cash surplus of 1% of total income to build up and maintain cash reserves.

*  Any borrowings will not exceed that approved in the Business Plan for the Greater Belfast Development and any
other projects that may arise which are confirmed as self-funding.

*  To support the development of activities that generate income for growth.

*  To achieve an annual operational surplus averaging 4.5% of income over a rolling 4 year period.

The University continues to operate in accordance with the defined strategy.

TREASURY POLICY AND PERFORMANCE

The University operates a series of policies designed to manage treasury risks including liquidity risk, exchange rate
risk and credit and counterparty risk. These policies are contained in the Treasury Management Code of Practice
prepared in accordance with HEFCE guidelines. Resources Committee continues to review the policies designed to
manage liquidity and credit rating risk.

The investment policy of the University provides that deposits are made on the basis of the short and long term ratings
assigned by Moody’s and Standard & Poors global rating agencies of the financial institution which the proposed
investment is to be made. Deposit limits with one financial institution range from £1million to £25 million depending
on the deposit rate and credit rating.

HM REVENUE AND CUSTOMS—REAL TIME INFORMATION

During the year, the introduction of Real Time Information (RTI) represented the biggest change in payroll processing
since the introduction of PAYE in 1944 and requires a Full Payment Submission (FPS) to be made to HM Revenue and
Customs (HMRC) for each payroll that is processed.

University of Ulster payroll systems were updated so that the agreed HMRC RTI go live date of September 2013 was
achieved with the successful submission of employer alignment submissions to match the records of the University
with those of HMRC. All subsequent RTI filing requirements have been met.

PENSION SCHEMES

The University participatesin three pension schemes. The two principa schemes are the Universities Superannuation
Scheme (USS) and the Northern Ireland Local Government Officers Superannuation Committee Pension Fund

5
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(NILGOSC). A small number of employees belong to one other scheme, the Health and Personal Social Services
Superannuation Scheme (HPSS). All of these schemes are defined benefit schemes, which are externally funded and
contracted out of the State Second Pension. The assets of each scheme are held in a separate trustee-administered
fund. Itisnot possible to identify the institution’s share of the underlying assets and liabilities of the scheme in USS
and HPSS as required by Financial Reporting Standard 17 (FRS 17) “Retirement Benefits” and as a result the amount
charged to the income and expenditure account represents the contributions payable to the schemes in respect of the
accounting period.

The USS schemeisunableto identify our share of the underlying assets and istherefore exempt from detailed reporting
in the accounts in accordance with the relevant standard FRS17. The latest triennial actuarial valuation of the scheme
was at 31 March 2011. At the valuation date the value of assets in the scheme was £32.4bn and the value of liabilities
using the schemes technical provision was £35.3bn, a deficit of £2.9bn.

The USS trustees are currently carrying out aformal valuation of the scheme’ s assets and liabilities as 31 March 2014,
and it is anticipated that the trustees will report a substantial deficit of £7.2bn equivalent to a funding level of 85%.
Thisis an estimated position based on the unadjusted 2011 assumptions.

Thetrustee board is required to review and consult with employers contributing to the scheme following each actuarial
valuation and it is likely that when the 2014 actuarial valuation is complete the previous recovery plan will need to be
updated. As part of this process a financial management plan has been created which documents the trustee integrated
approach to the scheme funding and sets out how the trustees intend to manage this scheme from a financial point of
VIEW.

The trustee’s primary responsibility is to ensure that there are sufficient funds available to pay the pensions
promised. The trustee has been preparing for this valuation for some time and discussions are taking place with the
scheme's stakeholders represented by Universities UK (as the representative body of scheme employers) and the
University and College Union (as the representative body of scheme members) about the nature of the responses
required to address the current funding challenges.

It isimportant to stress that accrued pension rights are protected in law and remain secure, being backed by the robust
covenant of the scheme's participating employers.

A financial management plan documents the trustee’s integrated approach to scheme funding; it sets out how the
trustee intends to manage the scheme from a financial point of view. This integrated approach brings together three
principal strands, namely (i) employer covenant, (ii) investment strategy, and (iii) funding strategy and the setting of
assumptions, into a single holistic plan. This approach is emerging best practice as set out by the Pensions Regulator.
Thefull extent of the type of changes required will not be known until the formal valuation results are available, when
the trustee will be able to confirm the extent of the scheme deficit, the costs of future service benefits, and therefore
what the overall contribution requirements will be.

The NILGOSC scheme, against which the University is able to show its share of the underlying assets/liability, shows
a FRS17 liability of £30.6m for the University of Ulster; down from £36.9m at the previous year end. This results
in a £2.7m charge to the Income and Expenditure account of which £4.0m is charged against staff costs and £1.4m is
credited to interest receivable.

RISK FOR THE COMING PERIOD

The Senior Executive Team (SET) has considered the enterprise performance metrics (Institutional Sustainability
Indicators [1SIs] and Operational Indicators [Olg]) that are used to monitor the institution’s performance during the
2013/14 academic year. These 1SIs are approved and monitored by Council with the Organisational Development
Committee having delegated authority to approve and monitor OSIs.

Senior Management also discussed and identified a number of Corporate Risks, based on the source of the risk related
to the performance metrics. It was proposed that the number of Corporate Risks would therefore be reduced from
18 in 2012/13 to 9 for adoption in 2013/14. The 2013/14 Corporate Risk Register was approved by SET and Audit
Committee.
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The Corporate Risks are listed below.

RISK CODE CORPORATE RISK 2013/14

CR-LT1 Lack of focus on activities that support the University’s core aims and pursuance of
activities which threaten the maintenance of standards.

CR-LT2 Failure to undertake due diligence and effective management and administration of
partnership activity.

CR-RO1 Lack of connectedness with grant-awarding, decision-making bodies and proactively in
horizon-scanning.

CR-RO2 Lack of consistency across the Research Institutes in terms of developing a culture of
successful grant application and succession planning.

CR-F1 Failure to deliver our approved Corporate Financial Plan arising from the failure to
deliver our core business strategies, ie: Learning and Teaching and Research & Innovation.

CR-OD1 Failure to develop an Organisational Development Strategy and implementation plan on
atimely basis.

CR-EI1 Failure to maintain appropriate capital investment strategy.

CR-C1 Failure to develop an effective public affairs and communication policy and

implementation plan on a timely basis with an aim to monitoring and influencing
changing government policies.

CR-C2 Failure to develop effective internal two-way communications and hence alack of
ownership by staff.

To provide assurance that any previous risks still posing athreat to the University would continue to be monitored a
suite of Operational Risks were introduced. These are monitored throughout the year. Fourteen Operational Risks
were initially identified with a further Operational Risk relating to Organisational Development subsequently identified.

The Operational Risks are listed below.

RISK CODE OPERATIONAL RISKS 2013/14

OR-LT1 Failure to recruit, support and retain a diverse range of students.

OR-LT2 Inability to recruit and retain staff committed to the delivery of excellence in teaching and
learning.

OR-LT3 Reduced opportunities for work-based and work-related learning.

OR-LT4 Diminished opportunities for graduate and post-graduate level employment.

OR-LT5 Lack of focus on quality and standards in recruiting international students hence threatening
our highly trusted sponsor status and compliance to the regulatory environment.

OR-RO1 Failure to identify and support effectively innovation and knowledge transfer opportunities
that have the potential to contribute positively to economic and societal development.
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RISK CODE OPERATIONAL RISKS 2013/14

OR-RO2 Failure to identify a pipeline of activity across the University’s Faculties and appropriate
routes for commercialisation/job creation.

OR-OD1 Failure to deliver on core University objectives due to alack of innovation and entrepreneurial
behaviour in the conduct of University Business.

OR-El1 Inadequate physical and environmental infrastructure across all campuses to support core
business delivery, development and enhancement.

OR-I11 Inability to compete effectively in the international market.
OR-WA1 Failure to maintain the University’s position as a sector leader for Widening Access.
OR-IT1 Inadequate I T infrastructure across all campuses to support core business delivery,

development and enhancement.

OR-DF1 Failure to achieve fundraising targets in support of other University activities as specified in
the Ulster Fundraising Plan.

OR-Cl1 Failure to protect and enhance the University’s profile and reputation.

OR-MGL1 Ineffective/failure of governance and leadership in setting strategic direction, oversight and in
decision-making and delivery.

As part of the University’s Risk Management processes, SET, as the designated risk management team, conducted
a six-monthly review of the Corporate and Operational Risk Registers and assessed whether the risks, controls and
assessment of likelihood and impact remain appropriate. A year-end review of the Corporate and Operational Risks
was considered by SET and the Audit Committee.

In the current financial year and reflecting uncertainty in the level of future funding, two new Strategic Risks have been
added.

STRT-01 In light of the ongoing political instability, failure to effectively protect the level of public
funding for 3 level education.

STRT-11 Failure to respond/adapt to the rapidly changing environment which could impact on the
delivery of the University’s core business.

STUDENTS
Student numbers increased slightly from atotal enrolment of 31,856 in 2012/13 to 32,072 in 2013/14. Thisincludes
students based at partner colleges and institutions. The distribution of studentsin 2013/14 was as follows:

2013/14 2012/13 2011/12
Full time students 16,676 16,303 16,299
Full time overseas students 2,271 2,441 1,738
Part time students 7,990 7,999 8,220
Students at recognised institutions 5,135 5,113 5,016
Total 32,072 31,856 31,273
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In terms of domicile, the undergraduate student population, over the past three years has been as follows:

2013/14 2012/13 2011/12
UK 27,470 26,645 25,782
EU 2,078 2,438 2,977
Non EU 2,524 2,773 2,514
Total 32,072 31,856 31,273

STUDENTSBY SUBJECT AREA
The University continuesto offer avery wide range of subject mix with business, computing and subjectsallied to Life
and Health Sciences being the most popular. There has aso been growth in the areas of creative arts and engineering.

The graph below illustrates the range and scale of the student population by faculty:

STUDENT INVOLVEMENT

The University has a number of mechanismsin place to facilitate communication with students and it makes extensive
use of email and theinternet/social mediato disseminateinformation and receivefeedback, not least through partnership
with the Students' Union.

The Students’ Union President isamember of the University Council and anumber of Students' Union representatives
are members of avariety of University committees including Resources Committee, Library, Information & Student
Services Administration Committee, Disbursement Committee, and Organisational Development Committee.

The University and Students’ Union Forum meets five times throughout the academic year to discuss matters of mutual
concern and is jointly chaired by the Students' Union President and the Pro Vice Chancellor (Academic Planning,
Partnerships and International Affairs). Membership of the Forum includes the seven elected student officers, UUSU
General Manager, Vice Chancellor, University Provosts as well as representatives from Student Support, Facilities
Services and Corporate Communications. The Forum minutes are then presented to the SET by the Students' Union
President.

The 2013/14 academic year saw the inaugural UUSU Learning and Teaching Awards where teaching staff nominated
by the student body were recognised for their excellence. The 2014/15 academic year will see the opening of the
newly refurbished Block E on the Coleraine campus which will include the Students’ Union, Student Support and
International Office. A shared Reception area will mean these three key areas of the student experience are easily
accessible for the students on campus.
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INTERNATIONALISATION

The academic year 2013/14 witnessed several key milestones for the International Department. A number of
international market visitstook place throughout the year, which included China, Argentina, Chileand the USA. These
visits involved a combination of meetings with current and potential partner institutions, international recruitment
agents and attendance at recruitment fairs.

The University has also seen significant improvement during this period in forming and progressing international
partnerships. In 2013/14 a total of 72 agreements including 12 Memoranda of Understanding, 27 Articulation
agreements and 16 Student Exchange/Study Abroad agreements where facilitated.

Important areas where substantial work has been undertaken include a review of Study Abroad recruitment and
agreements, the introduction of a new process and contract for appointing and monitoring international recruitment
agents, consolidation of Erasmus recruitment and bi-lateral agreements ahead of the new Erasmus Plus programme and
the consolidation of international recruitment and partnership information.

A significant development during the year was the opening of the Confucius Institute.

RESEARCH ACTIVITY

The University’s research is characterised by its capacity to shape lives and society, delivering economic, social or
cultural benefit from research of the highest quality. The University submitted a total of 500 (headcount) staff to
REF2014 in November 2013 and the results are to be published in December 2014.  The results of the previous
exercise in 2008 demonstrated the quality of the University’s research, highlighting that the University had jumped
eighteen places from 63 to 45, placing it in the top third of UK universities. Twenty one of the twenty five units of
assessments returned had research that was world leading and 85% of the research outputs were of an international
quality. Itis anticipated that the outcomes of REF2014 will consolidate and improve the University’ s research position
and further increase its percentage of Quality Related (QR) funding.

There follows some examples of our internationally excellent and world leading research:

e Built Environment Research Institute (BERI) — Research is carried out in areas such as hydrogen technol ogies,
fire dynamics, renewable energy, biomass and bio-energy, regeneration processes and property planning. This
addresses questions central to global, national, regional and local economies.

e Computer Science Research Institute (CSRI) — The Smart Environments Research Group focuses on
sensor-based technologies with applications in assistive technologies for healthcare. The Artificial Intelligence
group researches pattern recognition and semantic reasoning with applications in intelligent document analysis,
ambient assisted living and security.

e Environmental Sciences Research Institute (ESRI) — Pure and applied researchers investigate a range of
earth systems, with an emphasis on those with societal relevance. This includes work on natural hazards such as
earthquakes, tsunamis, climate change as well as human and physical influences in ecological, freshwater, coastal
and maritime systems.

e Engineering Research Ingtitute (ERI) — High impact research is undertaken in advanced materials, patient
monitoring analytics, medical devices such as defibrillators and connected health wearable devices, tissue
engineering, nano-materials, coatings, healthcare sensor systems, photocatalysis, composites and metal forming.
The new industry driven Connected Health Innovation Centre (CHIC) and the Northern Ireland Advanced
Composites and Engineering Centre (NIACE) are both sustaining and growing the strong technology-transfer
capability within the ERI which hasled to seven highly successful global spin-outs and numerous industry/clinical
collaborations.

e Biomedical Sciences Research I nstitute (BSRI) — Undertakes cutting edge research on the prevention, diagnosis
and treatment of degenerative and infectious diseases including cancer, diabetes, heart disease, blindness,
osteoporosis and arthritis. The Institute focuses on translating their research for patient and societal benefit with a
significant focus on clinical translation of research especially in the area of personalised medicine.

10
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e Transitional Justice Institute (TJI) — Conducts national, comparative and international action-oriented research
with impact on projects including gender based violence in conflict and post-conflict settings, the Belfast Guidelines
on Amnesty and Accountability, the Northern Ireland Bill of Rights debate, and the Transitional Justice Grassroots
Toolkit. TJ works with key national and international stakeholders (e.g. UN Women, USAID, and the Council of
Europe).

e Ingtitution for Research in Social Sciences (IRiSS) — Our research focuses on the systems and processes of NI
governance in comparative UK and Republic of Ireland contexts; particular issues associated with UK devolution
in the fields of health and social care; policing and justice; women and young offenders, and custody; the politics
of Northern Ireland and dealing with the past; education in divided societies; and multilingualism. IRiSS serves
as a forum for promoting the results of this work engaging with policy makers and those involved with service
delivery in the public and voluntary sectors on aregular and sustained basis leading to real world impacts.

The successful research base reinforces the positive impact our work is having on the economic, social and cultural
life of Northern Ireland and beyond and our researchers continue to capture funding from a broad range of prestigious
peer-reviewed sources including the Research Councils, EU, charities and health authorities.

INNOVATION & TECHNOLOGY TRANSFER

Innovation Ulster Limitedisthe University of Ulster’ swholly - owned knowledge venturing company. TheUniversity’s
Office of Innovation works in partnership with staff and students of the University of Ulster to engage business,
encourage fresh thinking, protect, and realise economic impact from our Intellectual Assets. In 2013/14 the office has:

spun out 3 companies — Vifkon Ltd, Solaform Ltd and Get Invited,

licensed 5 technologies into businesses,

engaged in more than 300 business interventions,

completed our 150" K nowledge Transfer Partnership,

engaged in £1.7m of consultancy,

helped to secure a £3.5m EU Support programme Honeycomb — Creative Works which supports creative industries
and which has over 650 registered participants.

The Higher Education Business and Community Interaction (HE-BCI) survey data illustrates the success of the
University in business and community interactions in the past year. DEL’s investment of £4.2m through the Higher
Education Innovation Fund III was significant in enabling this, as was the University’s own investment in knowledge
transfer activities, its infrastructure and the investment of strategic partners such as Invest NI, Technology Strategy
Board, and DEL through complementary programmes. The University isconstantly striving to engage and inspirethe
wider economy and have a culture of opennessto all. Thiswill ensurethat it will have arolein shaping the future
of the economy locally and internationally.

DESTINATION OF LEAVERS

The Employability and Marketing Departments conducts the Destination of Leavers from Higher Education (DLHE)
survey biennially on behalf of the Higher Education Statistics Agency (HESA). The population surveyed is designated
by HESA and includes both full-time and part-time leavers on both undergraduate and postgraduate programmes. The
survey provides a snapshot of student destinations six months after graduation with those students graduating in the
summer being surveyed in the January following their graduation, while those graduating at Christmas are surveyed
in the following April.

11
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The statistics presented below refer to the 2012/13 academic year and give a ‘snapshot’ of graduate destinations six
months after leaving their course.

The destination of all University of Ulster leavers for 2013 was employment 74 %, work and study 7.2%, further study
6.7% and seeking work 7.8%. Overall 88% of all Ulster leavers were working, studying or a combination of both six
months following graduation.

The vast majority (82%) of leavers, reported as being in employment, were employed within Northern Ireland.

SUSTAINABILITY AND ENVIRONMENT

The Physical Resources Department has primary responsibility for University energy management and environmental
sustainability. An Environmental Sustainability Performance Report isissued to Senior Management each year.
Significant achievements in 2013/14 were:-

* Retained ‘First Class’ award position in the 2013 UK HE Sector Green League table;

* Retained ‘Quintile 1’ statusin the annual ARENA Network environmental benchmarking survey. The survey
is organised by Business in the Community Northern Ireland and measures the environmental management
and performance of Northern Ireland’s leading 200 companies, government departments, local councils,
health trusts and the education sectors;

e Continued to implement an Operations Energy Efficiency Planning process to engage key Faculties and
Support Departments in energy efficiency;

* Made on-going campus energy efficiency improvements through upgrades to insulation and lighting, and
enhanced controls on heating and cooling plant to reduce energy consumption;

*  Recruited a Network of Environmental Champions from across Faculties and Departments to further embed
environmental sustainability within the University’s operations; and

*  Reduced the University’s electricity usage for the 4th successive year through operational and infrastructural
improvements resulting in total savings in excess of £0.5m.

PERFORMANCE OF THE UNIVERSITY OF ULSTER ESTATE

Aspart of the HESA Estates management Statistics (EMS) project Ulster, like all UK HEIS, isrequired to make annual
returns of estates information to a common framework and set of agreed definitions. From these returns approximately
two hundred performance ratios or Key Estate Ratios (KERS) have been derived.

The 2012/13 EMS KERs demonstrate that Ulster’s estate continues to operate on an effective and efficient basis.

The statistics also demonstrate that the estate is operating on a satisfactory basis in terms of space management and
efficiently in terms of estate, energy, project & facilities management costs.
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Operating and Financial Review - Continued

PUBLIC BENEFIT
The University is registered with the Charities Commission for Northern Ireland. The Public Benefit statement of the
University isasfollows:-

The purpose of the University is to preserve, advance and disseminate knowledge and culture through teaching,
scholarship and research and to make available the results of such research and to promote wisdom and understanding
by the example and influence of corporate life.

We disseminate such knowledge and culture through teaching, scholarship and research. With regard to teaching,
we have developed high quality, flexible, student centred progression of study that is intellectually challenging and
provides our students with opportunities to develop their knowledge skills and competence to:-

e gain stimulating and fulfilling employment,
to contribute to the advancement of their chosen profession, and
to enable those graduates who have the ability to seek to undertake advanced study and/or research in their
chosen subject.

With regard to research, the University aimsto advance knowledge by achieving international excellencein our chosen
areas of research and to transfer knowledge in support of economic, social and cultural development through:-

e theachievement of high quality research outputs,

e developing other interdisciplinary and collaborative research,

e the trandation of knowledge into intellectual assets and using this knowledge to enrich the teaching and
learning experience of our students.

The achievement of this purpose does not lead to any harm.
The beneficiaries of the University are the community in Northern Ireland and elsewhere.

The current distinctiveness of the University within the HE Sector places it within a small group of HEIs that are
research engaged and business focused, and have significant commercialisation of research, major knowledge transfer
relationships, and breadth of diversity in the student population.

The University holds that higher education should be accessible to all who have the ability and potential to benefit. The
University’s commitments are then articulated through the Widening Access and Participation Strategy and through
the regulatory Access Agreement.

The two-year Access Agreement commits the University to expenditure of 20% of annual additional fee income on
access measures. In this connection and in line with DELNI’s regional strategy, ‘Access to Success', Ulster will
continue to diversify its access measures across financial support, targeted outreach and supporting the success of its
students.

In a new departure for 2013/14, financial support now extends beyond bursaries through the Widening Access and
Participation Fund. The fund reduces the financial hurdles for qualifying Ulster students to undertake employability
and international study opportunities. For our wider communities, fee waivers apply for modular learning to help
transition those in need back to learning within the sector.

In outreach the University is second to none in the range and impact of its activities, a few of which are highlighted
here.

Step-Up - the University’s flagship educational outreach programme for Derry/Londonderry and Belfast. Step-Up
provides learning opportunities in science for talented young people from schools in areas where participation is | east
likely. Thisis an area of success which the University is committed to expanding and begun work on establishing a
Step-Up Virtual Academy so that more pupils, more schools and more subjects can benefit.
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Operating and Financial Review - Continued

Tutoring in Schools - places Ulster students as voluntary tutors-cum-ambassadors alongside teachers. The programme
provides the student tutor with a worthwhile experience on a project close to their expertise whilst simultaneously
acting as arole model for the pupils and promoting higher education as arealistic and aspirational option.

A widerange of community and schools outreach projects are coordinated across all faculties with governance in place
to ensure appropriate targeting of the organisations and the people most in need as well as evaluating the impact.

For the community these have included — ‘Science Shop’: curriculum-aligned undergraduate projects delivering
research and operational and business improvements to third sector organisations; Ulster Sports Outreach: an extensive
programme using sport to re-engage young people with education.

For schools these have included — ‘LASER’ Languages as a Socia Enrichment Resource, Seminars in the City,
Widening Access through Computing Apps.

For those needing special support — Fostering Aspiration: financial, living and mentoring support for aspiring young
people from a care background.

Increasingly, Ulster isworking with partners were our missions converge. In 2013/14 anew partnership was established
with the Prince’s Trust.

CONCLUSION

The University continues to operate within the approved Finance Strategy targets which aim to deliver an operating
surplus sufficient to support a sustainable investment strategy in both the University’s Physical Resources and
Information Technology facilities.

While the University faces considerable challenges in maintaining itslevel of income over future years, the University
achieved its rate of return target in 2013/14 and has developed robust financial planning targets over the next 4 years to
continue to operate in a financially sustainable manner and to implement the proposals in the strategy. Should however,
further cutsin the block grant transpire, the University will need to commence aradical restructuring of itsactivitiesin
order to absorb any shortfall infuture funding. Thiswill be necessary given that over the past three yearsthe University
has had funding reduced by over £10m and at present funding per student per year is significantly below that provided
to students in England and Scotland against whom we compete and indeed below funding levels for higher education
studentsin further education collegesin Northern Ireland. The current uncertainty in funding will be closely monitored
in the coming months and years.

The sector continues to face difficult economic conditions however, these accounting statements demonstrate the

commitment to achieve the financial targets set by Council and to continue to operate in a financially sustainable
manner.

MsRosemary Peters-Gallagher, OBE
Honorary Treasurer
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Corporate Gover nance Statement

CORPORATE GOVERNANCE STATEMENT

The University of Ulster is committed to exhibiting best practicein all aspects of corporate governance. This summary
describes the manner in which the University has applied the principles set out in the UK Corporate Governance Code
(2010) asissued by the Financial Reporting Council (FRC). Itspurposeisto help the reader of the accounts understand
how the principles have been applied.

The University endeavoursto structure its governance arrangements and conduct its businessin accordance with 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 which is provided by the Committee of
University Chairs (CUC) from timeto time. Inlinewith the CUC’'s Governance Code of Practice Council has adopted
a Statement of Primary Responsibilities which isincluded on pages 20 to 21.

The University is an independent educational charity, whose legal status derives from a Royal Charter granted in 1984.
The University’s objects, powers and framework of governance are set out in the Charter and supporting Statutes, the
|atest version of which was approved by the Privy Council in 2007.

The Charter and Statutes require the University to have three separate bodies, each with clearly defined functions and
responsihilities, to oversee and manage its activities, as follows:

e The Council is the governing body and its members are trustees of the charity. It is responsible for setting the
general strategic direction of the institution and for ensuring effective management and control of: finance,
property, investments, structure, staffing and the general business of the University.

The Council has a membership of seventeen (see below) the majority of whom are appointed from outside the
University and from whom its Chairman and its Deputy Chairman must be drawn. The Chairman and Deputy
Chairman hold positions as Pro-Chancellors of the University. An Honorary Treasurer is also appointed from
amongst the external members of the Council. The Vice-Chancellor and the Students' Union President are
ex-officio members and also included are four members of the staff of the University appointed by the Council on
the recommendation of the Nominations Committee. With the exception of the Vice Chancell or whose emoluments
are disclosed in note 6 none of the members receive any payment, apart from the reimbursement of expenses, for
the work that they do for the University in their role as members of the Council.

The Council of the University was reconstituted with effect from 1 October 2012, with a number of members
remaining in office. Members during 2013/14 are listed below.

Ex Officio members:

Mr G Mallon Pro-Chancellor and Chairman
Dr JHarbison, CB Pro-Chancellor

Ms R Peters-Gallagher, OBE Honorary Treasurer

Professor RR Barnett Vice-Chancellor

Mr Mark Bell President of the Students’ Union
Appointed Members:

MrsM Clark

Mr JHunter, CB

MrsR Laird, CBE

Dr A M Telford

Mr L Nellis

Mr A Langan

MrsH Quigley

Ms J O’ Connor (resigned November 2013)

Elected staff members:

Mr P Quinn (retired April 2014)
Dr B Mason

Mr B Magee

Professor N Black
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Corporate Gover nance Statement

e The Senateisthe academic authority of the University. It is composed mainly of academic staff but provision is
aso made for membership of non-academic staff and students. Itsroleisto direct and regulate the teaching and
research work of the University and it is chaired by the Vice-Chancellor.

e TheCourtisalarger, mainly formal body representing the University’s stakeholders. It offers a means whereby
the wider interests served by the University can be associated with the ingtitution, and provides a consultative
forum where members of Court can raise any matters about the University. The majority of members are drawn
from external organi sations representative of the wider corporate, academic and societal interests of the University.
Twenty-five of these bodies are nominated by the Council with the same number being nominated by the Senate.
Membership also includes representatives of the staff of the University (both academic and non-academic) and the
student body. The Court normally meets once a year to receive the annual report and accounts of the University.
Itisalso responsible, on the nomination of the Council, for the appointment of the Chancellor, the Pro-Chancellors
and the Honorary Treasurer. In addition, major changes to the constitution of the University require the approval
of the Court before they can be submitted to the Privy Council.

The principal academic and administrative officer of the University is the Vice-Chancellor 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 forma Financia Memorandum between the University and the Department for Employment and
Learning (DEL), as advised by the Higher Education Funding Council for England (HEFCE), the Vice-Chancellor is
the designated Chief Accounting Officer of the University and in that capacity can be summoned to appear before the
Public Accounts Committee of the Northern Ireland Assembly.

The Council met six times during 2013/14, including a joint meeting with the University’s Senate. Certain functions
of the Council are delegated to its committees. During 2013/14 the Committees comprised: Resources Committee;
Organisational Development Committee; Audit Committee and Remuneration Committee. The Nominations
Committee is a sub-committee of the Organisational Development Committee.

These Committees are formally constituted as Committees of the Council with written terms of reference and specified
membership. All Committees of the Council have alay mgjority and are chaired by a lay person. The decisions and
recommendations of these committees are formally reported to the Council.

The Resources Committee, inter alia, recommends to the Council the University’s annual revenue and capital
budgets for the University group and monitors performance in relation to the approved budget. The Committee also
has oversight of matters pertaining to the estate strategy and the information technology strategy. It also approves the
annual budget for the Students' Union.

The Organisational Development Committee reviews and makes recommendations to the Council on al matters
pertaining to the instruments, articles, structures and effectiveness of institutional and subsidiary company governance;
human resources; and on organisational development and legislative matters. It also has oversight of the development
fund-raising strategy; internal and external communication strategies and public relations; the marketing strategy for
the range of the University’s activities; Students’ Union and matters relating to the Students’ Union.

The Nominations Sub-Committee is responsible for reviewing the processes for and recommending the appointment
and re-appointment of members to the Council.

The Audit Committee met five times during the year, with the University’s internal auditors in attendance. The
University’s external auditors also attend all meetings of the Committee. The Committee considered detailed reports
together with recommendations for the improvement of the University’s systems of internal control and management’s
responses and implementation timescales. It also received and considered reports and advice from the Funding
Council asthey affect the University’ s business and monitor adherence to the regulatory requirements. Whilst Senior
Management attend meetings of Audit Committee as necessary, they are not members of the Committee, and the
Committee meets both the external auditors and the internal auditors on their own for independent discussions at least
once ayear.
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Corporate Gover nance Statement - Continued

In 2013/14 the Members of the Audit Committee were:

Mr JHunter, CB (Chair)
MrsH Quigley

Mr L Nellis

Mr A Langan

The Remuneration Committee reviews annually the performance-related salaries of the senior staff of the University
including the professoriate body and the Vice-Chancellor. The review takes account of any external earnings, including
consultancy, by senior staff as well as the salary norms within the higher education sector for awide variety of senior
posts.

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 Pro-Vice-Chancellors, Provosts, Deans of Faculties, Directors of Administrative Departments and the University
Secretary all contribute in various ways to these aspects of the work, but the ultimate responsibility for what is done
rests with the Vice-Chancellor. The executive structure of the University is represented by the Senior Executive Team
(SET) which comprises of the Vice-Chancellor, Pro-Vice-Chancellors, Provosts, Deans of Faculty and Administrative
Directors which meets monthly. The SET refers matters for decision to Council or Senate (or the relevant committees
thereof). The SET is chaired by the Vice-Chancellor.

The University maintains a Register of Interests of Members of the Council and Senior Officers, which may be
consulted by arrangement with the University Secretary. The Register is available at all meetings of the Council.

The Office of the University Secretary provides the secretariat to the Council. Any enquiries about the constitution and
governance of the University are addressed to the University Secretary.

17



UNIVERSITY OF ULSTER GROUPACCOUNTS

Statement of I nternal Control

Asthe governing body of the University of Ulster, we, the Council, have responsibility for maintaining a sound system
of internal control that supports the achievement of policies, aims and objectives, whilst safeguarding the public and
other funds and assets for which we are responsible in accordance with the responsibilities assigned to the governing
body in the Charter and Statutes and the Financial Memorandum with the Department for Employment and Learning
(DEL).

The Council is of the view that there is an ongoing process for identifying the principal risks to the achievement
of policies, aims and objectives; to evaluate the nature and extent of those risks; and to manage them efficiently,
effectively and economically. Those procedures have been in place for the year ended 31 July 2014.

The following actions have been taken in relation to the risk management policy and for reviewing the effectiveness
of the systems of internal control:

e The Council met six timesin the year to consider the strategic direction and plans of the University and to
monitor performance against those plans;

e  There is clear definition of the responsibilities of and authority delegated to committees of the Council and the
executive;

e A Corporate Risk Register which incorporates the key risks at institutional level, is maintained;

e  The Senior Executive Team, the University’ s designated Risk Management Committee, formally reviews and
assesses corporate risks bi-annually;

e All faculties and departments, as part of their planning, maintain and review bi-annually their risk registers
and provide, annually, signed stewardship statements confirming their adherence to the risk management
policy and process;

e  The Council reviews bi-annually progress on the implementation of the Institutional Sustainability Indicators
which combines the University’s key annual activities and key performance indicators with corporate risk
management and assessment;

e A report on risk management is submitted to the Council annually in November;

e TheAudit Committeereceivesreportsfromtheindependent | nternal Auditorsontheadequacy and effectiveness
of the University’s systems of internal control with recommendations, as appropriate, for improvements;

e The University’s Corporate Plan 2011/12-2015/16, adopted by the Council in June 2011 sets the framework
of strategic aims and objectives against which risks are assessed and performance is monitored and reported.

In addition to these, other actions were taken in-year to enhance internal control:

The work of the internal audit service has been informed by an analysis of the operational, business and financial risks
to which the University is exposed and upon which internal audit activity for 2013/14 was based. The internal audit
service operates to standards defined in the HEFCE Accountability and Audit Code of Practice and submits regular
reports, which include the head of internal audit’sindependent opinion on the adequacy and effectiveness of the system
of internal controls, together with recommendations for improvement.

Our reviews of the effectiveness of the system of internal control isinformed by the work of the internal auditors and
the executive managers within the institution who have responsibility for the development and maintenance of the
internal control framework, and by comments made by the external auditorsin their year end management letter and
other reports. The Audit Committee monitors the effectiveness of the systems of internal control on Council’s behalf.
Any system of internal control can, however, only provide reasonable, but not absolute assurance against material loss
or misstatement.
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Statement of the Council’s Responsibilities

In accordance with the Statutes, the Council asagoverning body, is responsible for the administration and management
of the affairs of the 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 ensuring the maintenance of proper accounting records which disclose with reasonable
accuracy at any time the financial position of the University and which enable it to ensure that Financial Statements are
prepared in accordance with the Statutes, the Statement of Recommended Practice on Accounting in Higher Education
Ingtitutions and other relevant accounting standards. In addition, within the terms and conditions of a Financial
Memorandum agreed between the Department for Employment and L earning (DEL ) and the Council of the University,
the Council, through its designated office holder, is required to prepare Financial Statements for each financial year
which give a true and fair view of the state of affairs of the University and of the surplus or deficit and cash flows for
that year.

In causing the Financial Statements to be prepared, the Council has ensured that:
e 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;

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

The Council has taken reasonable steps to:

e ensurethat fundsfrom DEL are used only for the purposes for which they have been given and in accordance
with the Financial Memorandum with the Department and any other conditions which the Department may
from time to time prescribe;

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

e 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.

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

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

» regular reviews of financial results involving variance reporting and updates of forecast outturns;

e clearly defined and formalised requirements for approval and control of expenditure, with investment
decisions involving capital or revenue expenditure being subject to formal detailed appraisal and review by
the Resources Committee on behalf of the Council;

e a Financial Procedures Manual, detailing financial controls and procedures;
» aprofessional Internal Audit team whose annual programme is approved by the Audit Committee.

The Audit Committee, on behalf of Council, has reviewed the effectiveness of the University’s system of internal
financial control. Any system of internal financial control can, however, only provide reasonable, but not absolute,
assurance against material misstatement or loss.
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University of Ulster Council

Statement of Primary Responsibilities

STRATEGY

STEWARDSHIP

GOVERNANCE

The determination of the
character and values of the
University through providing
initial strategic direction and
approving the strategic vision
of the University, long-term
academic and business plans and
key performance indicators, and tg
ensure that these meet the interests
of the University community
and stakeholders.

To ensure processes are

in place to monitor and
evaluate the performance and
effectiveness of the University
against the Corporate Plan and
approved key performance
indicators, which should be,
where possible and appropriate,
benchmarked against other
comparable institutions; and

in this regard to cooperate
with the Senate in respect of
teaching and learning, research
and technology and knowledge
transfer activities.

In conjunction with the Senate
to promote student engagement
and a positive student
experience at Ulster.

To establish processes to
monitor and evaluate the
performance and effectiveness
of the Council.

To ensure the establishment,
resourcing and monitoring of
systems of control and
accountability, including
financial and operational
controls and risk assessment,
and procedures for handling
internal grievances and for

managing conflicts of interest.

To be the principal financial
and business authority of the
University, to ensure that
proper books of account

are kept, to approve the
annual budget and financial
statements, and to have
overall responsibility for the
University’s assets, property
and estate.

To make such provision as it
thinks fit for the general
welfare of students, in
consultation with the Senate.

To regularly review the
effectiveness of the Council and
its committees.

To ensure that the University’s
Charter and Statutes are
followed at all times and that
appropriate advice is available
to enable this to happen.

To conduct its businessin
accordance with best practice
in higher education corporate
governance and with the
principles of public life drawn
up by the Committee on
Standards in Public Life.

To ensure that the procedures
in place for managing students,
including disciplinary
procedures are fair and
equitable.

To appoint a secretary to the
Council and to ensurethat, if the
person appointed has

managerial responsibilities

in the University, thereisan
appropriate separation in the lines
of accountability.
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University of Ulster Council

Statement of Primary Responsibilities - Continued

STRATEGY

STEWARDSHIP

GOVERNANCE

To be the employing authority
for all staff in the University
and to be responsible for the
establishment of a human
resources strategy, ensuring
the University has non
discriminatory systemsin place to
provide diversity and equality of
opportunity for staff, students
and applicants as well as setting
clear direction for leadership and
staff development.

To establish such other
strategies, including financial,
estatesand ICT, as are
necessary to the achievement
of the University’s strategic
aims.

To appoint the head of the
University as Vice-Chancellor
and Accounting Officer,

and to put in place suitable
arrangements for

monitoring his/her performance

To act as trustee

for any property, legacy,
endowment, bequest or giftin
support of the work and
welfare of the University.

To ensure the University’s
longterm sustainability.

To safeguard the good name
and values of the University.

To be the University’s legal
authority and, as such, to ensure
that systems arein place for
meeting al the University’slegal
and regulatory obligations,
including those arising from
contracts and other legal
commitments made in the
University’ s name.

To delegate authority to the
head of the University, as
Vice-Chancellor and
Accounting Officer, for the
academic, corporate, financial,
estate and human resource
management of the University
and to establish and keep under
regular review the policies,
procedures and limits within
such management functions
as shall be undertaken by and
under the authority of the head
of the University.
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Independent Auditors Report

INDEPENDENT AUDITORS REPORT TO THE COUNCIL OF THE UNIVERSITY OF ULSTER

We have audited the financial statements of the group and of University of Ulster (‘the financial statements’) for the
year ended 31 July 2014, which comprise of the Statement of Principal Accounting Policies, the Consolidated Income
and Expenditure Account, the Note of Historical Cost Surpluses and Deficits, the Consolidated and University Balance
Sheets, the Consolidated Cash Flow Statement, the Reconciliation of Net Cash Flow to Movement in Net Funds, the
Consolidated Statement of Total Recognised Gains and Losses, and the related notes 1 to 36. The financial reporting
framework that has been applied in their preparation is applicable law and United Kingdom Accounting Standards
(United Kingdom Generally Accepted Accounting Practice).

This report is made solely to the Council, as a body, in accordance with the Charters and Statutes of the University
and for no other purpose. Our audit work has been undertaken so that we might state to the Council, as a body, 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, 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 explained more fully in the Statement of the Council’s Responsibilities set out on pages 24 to 27, the Council is
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair view.
Our responsibility is to audit and express an opinion on the financial statements in accordance with applicable law
and International Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing
Practices Board' s Ethical Standards for Auditors.

SCOPE OF THE AUDIT OF THE FINANCIAL STATEMENTS

An audit involves obtaining evidence about the amounts and disclosures in the financial statements, sufficient to
give reasonable assurance that the financial statements are free from material misstatement, whether caused by
fraud or error. This includes an assessment of: whether the accounting policies are appropriate to the group’s and
the University’s circumstances and have been consistently applied and adequately disclosed; the reasonableness of
significant accounting estimates made by the Council; and the overall presentation of the financial statements.

In addition, we read all the financial and non-financial information in the annual report and financial statements to
identify material inconsistencies with the audited financial statements. If we become aware of any apparent material
misstatements or inconsistencies, we consider the implications for our report.

OPINION ON FINANCIAL STATEMENTS
In our opinion the financial statements:

i. giveatrueand fair view of the state of the group’s and the University’s affairs at 31 July 2014, and of the
group’s income and expenditure, recognised gains and losses, and statement of cash flows for the year then
ended;

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

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

OPINION ON OTHER MATTERS PRESCRIBED IN THE HEFCE AUDIT CODE OF PRACTICE ISSUED
UNDER THE FURTHER AND HIGHER EDUCATION ACT 1992
In our opinion, in all material respects:

* funds from whatever source administered by the University for specific purposes have been properly applied
to those purposes and, if relevant, managed in accordance with relevant legislation;

* income has been applied in accordance with the University’s statutes; and

o funds provided by the Department for Employment and Learning have been applied in accordance with the
Financial Memorandum and any other terms and conditions attached to them.

MATTERS ON WHICH WE ARE REQUIRED TO REPORT BY EXCEPTION
We have nothing to report in respect of the following matter, where the HEFCE Audit Code of Practice issued under
the Further and Higher Education Act 1992 requires us to report to you if, in our opinion:
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Independent Auditors Report - Continued

¢ the statement of internal control included as part of the Corporate Governance Statement is inconsistent with
our knowledge of the group and the University.

Ernst & Young LLP
Statutory Auditor
Belfast

DATE

Ernst & Young LLP is eligible to act as an auditor in terms of section 1212 of the Companies Act 2006. The maintenance
and integrity of the University’s website is the responsibility of its Council; the work carried out by the auditors does
not involve consideration of these matters and, accordingly, the auditors accept no responsibility for any changes that
may have occurred to the financial statements since they were initially presented on the website. Legislation in the
United Kingdom governing the preparation and dissemination of financial statements may differ from legislation in
other jurisdictions.
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Statement of Principal Accounting Policies

1. Accounting convention
The Financial Statements have been prepared on a going concern basis and in accordance with the Statement of
Recommended Practice “Accounting for Further and Higher Education 2007” and in accordance with applicable
Accounting Standards in the United Kingdom and under the historical cost convention, as modified by the
revaluation of certain land and buildings and endowment asset investments. The accounting policies have been
applied consistently throughout the year.

2. Consolidation
The consolidated Financial Statements include the University and its subsidiary undertakings. The results of
the subsidiary companies are included in the consolidated Income and Expenditure Account from the date of
acquisition or up to the date of disposal. Intra-Group sales and profits are eliminated fully on consolidation.

The University of Ulster’s Students' Union is constituted as an independent body and therefore in accordance with
FRS 2, its financial statements are not consolidated with the Financial Statements of the University because the
University does not control those activities.

The joint venture results of SINI is not consolidated as the University does not share control of the entity. The
joint ventue results of NICOM LLP and the investment in NIACE Limited are not consolidated in the Financial
Statements on the grounds of materiality.

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

All income from short-term deposits and general endowment asset investments is credited to the Income and
Expenditure Account onareceivablebasis. All incomefrom other sourcesiscredited to the Income and Expenditure
Account on an accruals basis.

4. Pension schemes
The two principal pension schemes for the University’s staff are the University’ s Superannuation Scheme (USS)
and the Northern Ireland Local Government Officers Superannuation Committee Pension Fund (NILGOSC). The
funds are valued every three years by actuaries using the aggregate method, the rates of contribution payable being
determined by the trustees on the advice of the actuaries.

The USS scheme is a defined benefit scheme but it is not possible to identify the University’s share of underlying
assets and liabilities in the USS scheme. As such, contributions made to the scheme are treated as if it were a
defined contribution scheme and charged to the Income and Expenditure Account.

The NILGOSC scheme is a multi employer scheme and the underlying assets and liabilities are disclosed in the
Balance Sheet. The difference between the market value of the scheme's assets and the actuarially assessed
present value of the scheme' sliahilities, calculated using the projected unit credit method, is disclosed asaliability
on the balance sheets.

The amount charged to the Income and Expenditure Account is the actuarially determined cost of pension benefits
promised to employees earned during the year plus any benefit improvements granted to members during the year.

The expected return on the pension scheme's assets during the year and the increase in the scheme's liabilities
due to the unwinding of the discount during the year are shown as financing costs in the Income and Expenditure
Account.

Any difference between the expected return on assets and that actually achieved and any changesin the liabilities
due to changes in assumptions or because actual experience during the year was different to that assumed, are
recognised as actuarial gains and lossesin the statement of total recognised gains and losses.

A small number of University employeesare members of one other schemethe Health and Personal Socia Services
Superannuation Scheme (HPSS). This is a defined benefit scheme but it is not possible to identify the University’s
share of underlying assets and liabilities. As such, contributions are charged in the Income and Expenditure
Account in the year in which they become payable.
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10.

Foreign currencies

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

Freehold land and buildings

The University has adopted the transitional arrangements under FRS 15: Tangible Fixed Assets and isretaining the
carrying value of land and buildings at the 30 June 1999 valuation figure (as amended to reflect any impairment
in value). For the purposes of identifying any impairment a desktop valuation is performed annually, supported
by a periodic formal valuation. Any impairment in value is recognised in the year. The basis of the formal
valuation used is depreciated replacement cost. Cost includes the original purchase price of the asset and the
costs attributable to bringing the asset to its working condition for intended use. Land is held freehold and is not
depreciated as it is considered to have an indefinite useful life. Buildings are depreciated on a straight line basis
over their expected useful lives as determined by the University’s valuers, on average 40 years.

Pending the transfer of the Jordanstown campus to Belfast, the value of the land and buildings at Jordanstown
is reviewed annually. The useful economic life of the buildings is revised to reflect the transfer of the campus to
Belfast.

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

Equipment
Equipment, including software and related software development costs, costing less than £10,000 per individual
item or group of related items, iswritten off in the year of acquisition.

All other equipment including software and related development costs are capitalised. Capitalised equipment
(other than research grant equipment) is stated at cost and depreciated on a straight line basis over its expected
useful life, assumed to befour years. Cost includesthe original purchase price of the asset and the costs attributable
to bringing the asset to its working condition for intended use.

Where equipment is acquired with the aid of a specific research grant it is capitalised and depreciated over the
shorter of its estimated useful life or the remaining life of the research grant, with the related grant being credited
to adeferred capital grant account and released to the Income and Expenditure Account over the remaining life of
the related grant.

Research equipment depreciation is charged in the year of acquisition. Depreciation is not charged in the year of
acquisition of non-research equipment.

Deferred capital grants

Where tangible fixed assets are acquired with the aid of specific grants, these grants are treated as deferred capital
grants and released to income over the expected useful life of the assets. In the case of research grantsthe deferred
capital grant isreleased to income over the remaining life of the grant.

Fixed Asset I nvestments

(a) The University’ s Endowment Fund is included in the Balance Sheet at market value and is administered by an
external fund manager. Investmentsin subsidiary companiesare shown at thelower of cost and net realisablevalue.
Impairment reviews are performed by the directors when there has been an indication of potential impairment.

(b) Fixed Asset Investments through Innovation Ulster Limited

From the menu of val uation methodol ogies cited by the International Private Equity and Venture Capital Valuation
Guidelines (Sept 2009 edition) the company values its fixed asset investments (which comprise trade investments)
asfollows:
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11.

12.

13.

14.

15.

16.

17.

18.

19.

¢ Price of Most Recent Investment (PMRI) ; or
e Multiple of earnings or revenues; or
* Net Asset Basis

If valuers consider that the passage of time since the date of the last investment diminishes the appropriateness
of that methodology, then a modified version of that valuation may be used which refers to industry benchmark
valuations or a company based milestone analysis, ie performance against technical or financial targets of
milestones.

It is expected that the company will use the PMRI basis where the investment has been made within 12 months,
otherwise the Net Assets basis will be used.

Current Asset | nvestments
Current asset investments are included at the lower of cost and net realisable value.

Stocks
Stocks, which are generally consumable in nature, are expensed to the Income and Expenditure Account in the
year of purchase.

Provision for bad debts
Bad debts are written off when recognised asirrecoverable. Debtswhich are considered doubtful are provided for
in the accounts.

Provisions

Provisions are recognised when the University has a present, legal or constructive obligation as aresult of a past
event and it is probable that a transfer of economic benefit will be required to settle the obligation and a reliable
estimate can be made of the amount of the obligations.

Maintenance of premises
The University has a 5 year planned maintenance programme which is reviewed on an annua basis. Actual
expenditure on maintenance is charged to the Income and Expenditure Account in the period it is incurred.

Taxation status

The University is considered to pass the tests set out in Paragraph 1 Schedule 6 Finance Act 2010 and therefore
it meets the definition of a charitable company for UK corporation tax purposes. Accordingly, the University
is potentially exempt from taxation in respect of income or capital gains received within categories covered by
Section 287 CTA 2009 and sections 471, 478, 488 CTA 2010 (formerly S505 of ICTA 1988) or section 256 of the
taxation of Chargeable Gains Act 1992 to the extent that such income or gains are applied to exclusively charitable
purposes. The University receives no similar exemption in respect of Value Added Tax. Innovation Ulster Limited,
asubsidiary of the University has no charitable status and can therefore be liable to Corporation Tax on chargeable
profits. University of Ulster Foundation has charitable status and therefore exempt from corporation tax.

L eases
The cost of operating leasesis charged to the Income and Expenditure Account as they are accrued.

Cash flows and liquid resources
Cash flows comprise of increases or decreases in cash. Cash includes cash in hand, deposits repayable on demand
and overdrafts. Deposits are repayable on demand if they arein practice available within 24 hours without penalty.

Liquid resources comprise assets readily disposable but not within 24 hours without penalty. They include short
term deposits and other instruments held as part of the University’ s treasury management activities. They exclude
any such assets held as Endowment Asset Investments.

Endowment Funds

Where charitable donations are restricted to a particular objective specified by the donor, these are accounted for
as an endowment. There are three main types:-
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20.

Restricted permanent endowments — the capital fund is maintained (and is therefore restricted) but the income
thereon can be applied to the general purposes of the institution and is therefore unrestricted.

Unrestricted permanent endowments—these are expendabl e at the discretion of the University with no requirements
that capital be maintained.

Restricted expendabl e endowments — where trustees have the power of discretion to convert endowed capital into
income.

Subsidiary Accounting Policies
The subsidiaries of the University follow the accounting policies of the University.
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Consolidated Income and Expenditure Account
for the Year ended 31 July 2014

Group Group
2014 2013
Note £000 £000
Income
FuNding Body Grants ..o 1 86,323 83.902
Tuition Fees and Education CONtracts..........coueeerirerrerennineneereeneseeneeens 2 68,990 69,001
Research Grants and CONractS..........ocveeeeecveeieeeceee et 3 23,596 19,299
Other INCOME......coiieiieciireeiri et 4 17,622 18,167
Endowment and Investment INCOME ..o 5 2,686 1,354
B o= B g Tel0 o =Y 199,217 191,723
Expenditure
SEAT COSES ..ttt e 6 112,447 112,307
(D= o (= W T (0] o [ 10 16,245 12,375
Other Operating EXPENSES.......cccouriririrereniese e 7 55,971 54,352
Interest and Other FiNanCe COSES........covovivreiirneeeirese e 8 397 1,443
Total EXPENITUI @i 185,060 180,477
Surplus after depreciation of assets at valuation
before and After TAX .........oeiiiiiiiiiiiiiie e a e 14,157 11,246
(Surplus)/Deficit transferred to accumulated income in
ENAOWMENE FUNGS......cvevieeeirieirie e 18 — (€N}
Surplusretained within Income and Expenditure Reserve............. 21 14,157 11,245

The income and expenditure of the Group relates wholly to continuing operations.

Note of Historical Cost Surpluses and Deficits for the Year ended 31 July 2014

Difference between historical cost depreciation charge
and the actual depreciation charge for the year
calculated on the revalued amount .............cccceeeeiiecie e, 19 5,566 3,187

Historical cost surplus before and after tax ...............ccce oveeveennnen, 19,723 14,432
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Balance Sheet asat 31 July 2014

Note
Fixed Assets
Tangible ASSELS.......ccvcevveeeece e 10
INVESEMENES......co e 11
Total ASSELS ....oeeiieieeeeeee e
Endowment ASSELS ......covveveeeiircieeceeeans 12
Current Assets
(DS o1 (0] £ 13
I nvestments and short term deposits......
Cash at bank andinhand .............c.........
Total current assetS......cocveeveeeeeecveeeneeenne.
Creditors: Amounts Falling Due
Within One Year........oooeeeevevvvvrvveveereenns 14
Net Current ASSELS.....ooeeceeceiieeeieee,
Total Assets Less Current Liabilities
Creditors: Amounts Falling Due
After More Than One Year ......cccceeevnn.. 16
Provision for Liabilities..........cccovvevunenne 15
Net Assets excluding Pension
Liability .........cccoovviviriiiieecee e
Net Pension Liability .......ccccoeevencneiennnne 30

Net Assetsincluding Pension
Liability ... e

Group
2014

£000

262,280

2,870

265,150

6,483

14,110
68,133

23,817

106,060

(34,725)

71,335

342,968

(29,400)

313,568

(30,633)

282,935

29

University
2014

£000

268,021
1,502

269,523

6,483

14,975
68,133
23,129

106,237

(34,596)

71,641

347,647

(29,400)

318,247

(30,633)

287,614

Group University
2013 2013
£000 £000

261,037 267,387

3,346 1,030
264,383 268,417
4,764 4,764
13,480 15,158
49,356 49,356
6,344 5,218
69,180 69,732

(32,208) (32,057)

36,972 37,675
306,119 310,856
(4,458) (4,458)
(2,100) (2,100)
299,560 304,297
(36,914) (36,914)
262,646 267,383
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Balance Sheet asat 31 July 2014 - Continued

Group University Group University
2014 2014 2013 2013
Note £000 £000 £000 £000
Deferred Capital Grants.........ccoceeveereevenene. 17 91,400 91,400 92,639 92,639
Endowment Fund
Permanent .........cccoevevevenennenece e 18 5,636 5,636 3,938 3,938
Expendable ... 18 847 847 826 826
Total Endowments.......cccccvveevreennennn 6,483 6,483 4,764 4,764
Reserves
Income and Expenditure Account
Excluding Pension Reserve.................... 21 137,870 144,001 118,579 124,965
Pension RESEIVE .....cccceevvevvieeceeeiees 20 (30,633) (30,633) (36,914) (36,914)
Income and Expenditure Reserve
Including Pension Reserve 107,237 113,368 81,665 88,051
Revauation Reserve ........ccoceeveeveeienee. 19 77,815 76,363 83,578 81,929
Total RESEIVES ..o 185,052 189,731 165,243 169,980

Total FUNAS ... 282,935 287,614 262,646 267,383

The Financial Statements on pages 24 to 56 were approved by the Council on 28 November 2014 and signed on its
behalf by:

MsR Peters-Gallagher, OBE Honorary Treasurer
Mr PW Hope Chief Finance and Information Officer
Professor R R Barnett Vice Chancellor and Chief Accounting Officer
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Consolidated Cash Flow Statement for the Year Ended 31 July 2014

Group Group
2014 2013

Note £000 £000
Net Cash Inflow from
OpPeratiNng ACHIVITIES .....coeiieirie e 24 21,047 10,353
Net Cash Inflow from
Returns on Investments and Servicing of FINaNCe .........ccccveevennennienens 25 875 1,094
Net Cash Outflow from Capital Expenditure ..........c.ccocevevviiiiiniiniininnnnns 26 (10,533) (3,443)
Net Cash Inflow before Management of Liquid Resources................. 11,389 8,004
Management of Liquid RESOUICES..........ccuveuirieierieirieesieesie s 27 (18,871) (7,801)
LT 0= Tot T o USSR 28 24,955 (182)
Increasein Cash iNtheYEar ..o 29 17,473 21

Reconciliation of Net Cash Flow to Movement in Net Funds

Group Group

2014 2013

Note £000 £000
Increase in CashiNthe Year ........ccovveveieeeee e 17,473 21
Increase in Short Term Deposits and INvestments..........coccoeeereveenieniene 27 18,777 7,717
(Increase)/Decrease in bank 08NS .......ccooeeveiieiiieie e 28 (24,955) 182
Change in NEt FUNCS..........coiiiiiiceresese e 11,295 7,920
Net FUNAS @ 1 AUGUSL....c.eeieieeiereeiere et 51,052 43,132
Net FUNAS @ 3L JULY ..o e 29 62,347 51,052
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Consolidated

Statement of Total Recognised Gains and L osses
For the Year Ended 31 July 2014

Group Group
2014 2013
Note £000 £000
Surplus on continuing operations after depreciation of
assets at valuation, disposal of assets and taX ........ccccveveereeerenienenenenens 14,157 11,245
Unrealised (10S5e5)/gaiNs 0N iNVESIMENES .........covevereeieeenenenese e 19 (297) 103
Endowment income retained/(released) for year .........ccccoovverencienicnnne 18 — 1
Appreciation of endowment asset iNVeStMENtS ........ccccoveereieiereneniene 18 49 324
Actuarial gain in respect of pension SChemes..........cccoevvereienc s 20 5,849 13,799
Net additions from endowment asset iNVeStMents...........c.cccveeeererereenn. 18 1,670 102
Impairment on closure of SUbSIdiary..........ccoceeeeinininininee e — (44)
Total recognised gainsrelatingtotheyear ..., 21,528 25,530
Group Group
2014 2013
£000 £000
Reconciliation of movement in reserves and endowments
Opening reserves and endoWmMENES ..o 170,007 144,477
Total recognised gainsfor the year ... 21,528 25,530
Closing reserves and endoWmMENTS........covrererereereeenreeesese e seens 191,535 170,007
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Group Group
2014 2013
£000 £000
Note
1  Funding Body Grants
RECUITENT GIaNt ......vveeeeeee ettt 80,176 79,265
Specific Grants
Special TNITIALTIVES.....cceiiiiierere et e 787 —
Deferred Capital Grants Released in Year (Note 17)
BUITAINGS.....coviiectiicierese e 5,360 4,637
86,323 83,902
Group Group
2014 2013
£000 £000
2 Tuition Feesand Education Contracts
FUll-tiME SEUAENES........eeveirieee ettt 48,379 46,595
Full-time students charged overseas fees..........covvvvervvnncnncnne, 2,995 4,580
Part-tiME TEES ..ot 4,794 5,112
DHSSPS Education CONIaCt........c.ccoeeiieecreeeeeeireesreeeee e esveesneens 11,839 11,798
SOOIt COUISE FEES ...ttt ettt 983 916
68,990 69,001
Group Group
2014 2013
£000 £000
3 Research Grantsand Contracts
RESEACh COUNGIIS.....ccveeitiectee ettt st 6,652 6,188
L0 QO =) (1 1,365 901
EU GOVEINMENT ...t et e 4,684 2,672
UK Central GOVEIMIMENL .......covveveiriericrieireeeeere e sre e s saeesae v 6,577 4,788
OVErseas (NON-EU) ..o 413 620
Health and Hospital AUtNOMTIES .......covvvveeieeieereee e 410 454
OB SOUICES......veeieeiecteeeeeeetee et et ste et ere et ebeesbeesaeesabeesreesaneeans 3,495 3,676
Included in Research Grants and Contracts Income is £1,466k
(2013: £1,317k) in relation to deferred capital grant release 23,596 19,299
Group Group
2014 2013
£000 £000
4 Other Income
Residences, Catering and CONfEreNCES........covvvvveererivreseseseeseeens 2,292 3,586
Other Services RENAEIEd.........ccveecveeieceee e 7,308 7,817
OthEr INCOME ...ttt ettt et et e saeesbe e sreeennee e 6,633 6,073
Deferred Grant REIEASE.........cccveiiieeeeece e 1,389 691
17,622 18,167
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Group Group
2014 2013
Note £000 £000
5  Endowment and Investment Income
Income from Expendable ENdOwments..........ccccceoeverenenencncnenens 26 25
Income from Permanent ENdOwWments...........cccooevrierinincnincneniens 127 117
Income from Short Term INVEStMENES........ccceovveeveereereeseenieneas 1,119 1,212
Net Receivable 0n Pension ASSELS.........ceverieeninneneenee s 1,414 —
2,686 1,354
Group Group
2014 2013
£000 £000
6  Staff Costs
Wages and Sal@riES.......cocuuiiiiiiinere e 90,580 91,107
SOCIAl SECUMLY COSES ....vevveviieiirieirieisieee e 6,889 7,043
Other Pension CostS (NOLE 30) ....cveeerveerieirerieesieesie e 14,978 14,157
112,447 112,307
Group Group
2014 2013
£000 £000
Emoluments of the Vice-Chancellor
SAIANY et et 200 183
BENELItS ..uviiiiiei e s 22 21
Pension contributionSto USS ..o — —
Excluding the Vice-Chancellor, remuneration of other Higher Paid Staff, Group Group
was in the following bands:- 2014 2013
Number Number
£100,000 - £109,999 ....oviiiiirieerieeeee e 2 3
£110,000 - £119,999 ..ot e 4 5
£120,000 = £129,999 ....ooiiie e 2 —
The average weekly number of persons (including senior post-holders)
employed by the University during the year, expressed as full-time
equivaents, was:-
ACAAEIMIC ..ttt sttt e renens 1,109 1,079
TECHNICEAL ..o e et 158 169
AAMINISEFALTIVE. ...ttt 434 430
Other including Clerical and Manual............ccccoeevrerireisensereeeee 573 783
2,274 2,461
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Group Group
2014 2013
£000 £000
Other Operating Expenses
Residences, Catering and CONfEreNCES.........coovveereerereerieesieeseesienens 777 1,786
Consumables and laboratory expenditure ...........ocoveevereineeniecninn, 2,926 2,726
Equipment not capitaliSed ..........oovierreniireenee e 1,961 1,698
B0oOKS and periodiCalS........coeririnirereeerie et 3,355 3,285
Fellowships, scholarships and prizes.........ccoccoeeeeeieienienienesese e 407 438
REEES ...ttt bbbttt 3,045 3,837
Heat, light, water and POWEN ........cceerieierirereniereie e 4,327 4,547
Long term MaiNtENANCE...........evrieerieieieriete ettt 4,862 8,348
CONEracted OUL SENVICES......ccveeieveceeeeeee et eeeeetee et see et esreeesreeeree e 5,896 —
Grants to University of Ulster Students’ Union..........ccccecveeeenereneenne. 1,130 1,081
External Auditors’ remuneration............ccoeeeeeeeienieeenienieee e 48 57
External Auditors' remuneration in respect of non-audit services........ — 21
Internal Auditors' remUNEration.........ccoeovreirenisienese e 82 113
Printing and StALIONENY .......c.coeiieirieeree e 794 774
Travel, subsistence and hospitality.........ccocvrererereiereeeere e 4,945 4771
Miscellaneous academiC SUPPOIT........ccerverereerereerereeeereeie e 1,057 1,508
Telephone and POSIAgE ......cvrerrererererere e 510 624
Research sub-CoNtraCting..........ccveeeveeieeieeee e 2,975 1,017
Legal and professional fEES........covvirirceree e 6,397 5,826
Advertising and PUDITCITY ......coevieiveireeese e 680 640
SUAENE SUPPOIT ...ttt 7,583 8,150
RESIUCIUNNG PrOVISION ... ..ttt — 1,966
OLhEr EXPENSES......cveueinieeeeeieeere ettt sttt s e e e e ebesbesae b neas 2,214 1,139
55,971 54,352
Group Group
2014 2013
£000 £000
Interest and Other Finance Costs
Net payable 0N PENSION 8SSELS.......coveieirirerereeie et — 1,183
Loans not wholly repayable within five years........cccooeverceeneniennennnn. 397 260
397 1,443
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Other Interest

Staff Operating  and other
Costs Depreciation Expenses Finance Costs Total
£000 £000 £000 £000 £000
Analysis of 2014 Expenditure by Activity
Academic Departments ........ccoccevveerienene 70,937 1,751 7,512 — 80,200
AcademicC SErviCeS......ccocvveveeiececrenns 12,957 741 8,074 — 21,772
Research Grants & Contracts................. 7,805 389 11,152 — 19,346
Residences, Catering & Conferences...... 1,003 406 2,254 — 3,663
Premises.....coeeeceeeceeece e 3,574 11,191 13,952 397 29,114
Administration.........ccccceeveeeeeeecececreenene 14,167 1,767 8,872 — 24,806
Other EXPENSES......cocovrveverieesieesienesienenns 2,004 — 4,155 — 6,159
112,447 16,245 55,971 397 185,060
£000
The depreciation charged has been funded by:-
Release from Deferred Capital Grants...........ccccvveenene 6,748
Release from Research Grants and Contracts.............. 1,466
Release from Reva uation Reserve (Note 19) ............. 5,566
GENEral INCOME .....veeevieceeece ettt 2,465
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10

Tangible Assets (Group)

Valuation or cost
At 1 August 2013

Valuation......cccooeveeeecie e

At 31 July 2014

Valuation......cccooeveeeecee e

Accumulated Depreciation

At 1 August 2013 .......ccevvveereieeene

Net Book Value

At 31 July 2014......cceeeeeeee,

At 31 July 2013 ..o

Freehold
Land &
Buildings

£000

127,808
209,808
578
3,078

127,808
213,464

341,272

92,852
12,874

105,726

235,546

244,764

37

Assets
Under
Construction

£000

10,235
12,795
(3,078)

19,952

19,952

19,952

10,235

Equipment Total
£000 £000
— 127,808
43,489 263,532
4,135 17,508
(919) (919)
— 127,808
46,705 280,121
46,705 407,929
37,451 130,303
3,371 16,245
(899) (899)
39,923 145,649
6,782 262,280
6,038 261,037
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10

Tangible Assets (University)

Freehold Assets
Land & Under
Buildings Construction Equipment Total
£000 £000 £000 £000
Valuation or cost
At 1 August 2013
VaAlUBHTON. .o 127,808 — — 127,808
COSt et 216,943 10,235 44,154 271,332
Additionsat CoSt........cccoveevevereeeeeeeinnn. 578 12,795 4,135 17,508
Transfer CIP......oooeeceeeeeeee e 3,078 (3,078) — —
DiSPOSAIS. ..o — — (919) (919)
At 31 July 2014
VaAlUBHTON. .o 127,808 — — 127,808
COSt et 220,599 19,952 47,370 287,921
TOA e 348,407 19,952 47,370 415,729
Accumulated Depreciation
At L August 2013 ......coocvevieeeeeee e 93,636 — 38,117 131,753
Charge for Year ......ccccccovvvnivninenennnns 13,483 — 3,371 16,854
DiSPOSAIS......cvvvereiieriiietesee e — — (899) (899)
At 3L July 2014.....oceeeeeeeeee e 107,119 — 40,589 147,708
Net Book Value
At 31July 2014......ccvevereeeeee e, 241,288 19,952 6,781 268,021
At31July 2013 ... 251,115 10,235 6,037 267,387
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Fixed Asset | nvestments

Group University Group University
2014 2014 2013 2013
£000 £000 £000 £000
Investment through Innovation Ulster Limited 2,870 — 3,346 —
Investment in Innovation Ulster Limited .... — 1,502 — 1,030
2,870 1,502 3,346 1,030

Innovation Ulster Limited is a wholly owned subsidiary incorporated in Northern Ireland which manages the
commercial use of the University’ sintellectual property. Further details have been given in note 32.

Innovation Ulster Limited investment movement during the year:-

Cost Revaluation Valuation

£000 £000 £000
At 1 August 2013.......coovveerieeiieiieeseeeiens 1,745 1,601 3,346
Investments made at COSt......c.covveeveeeneennen. 172 — 172
Investmentsrealised .........cocoveeveinenniene (78) — (78)
Revaluation.........ccoceieeee e — 142 142
Provision for impairment in value............... (372) (340) (712)
At 3L July 2014......oocveeeieeececeeeeeeaa, 1,467 1,403 2,870

The members of the Council believe that the carrying value of the investmentsis supported by their
underlying net assets.
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12

13

Endowment Assets
Group and University
2014 2013
£000 £000
BalanCe al 1 AUGUSL .......coveuiriiirieisieesieseete sttt 4,764 4,337
NEW ENAOWMENES .....veeeiiieierieiesie sttt st 1,670 102
Increase in market value of INVeStMents .........cccoceeverniennennenenn, 49 324
Income generated 1€SS eXpenditure..........ccoevvreinereneresenese e — 1
BalanCe al 31 JUIY ...c.ooveeiieiiieciieceseeeee ettt 6,483 4,764
Investments held at the end of the year are detailed as follows:
S o U 1 (1= 6,483 4,764
Total ENdOWMENT ASSELS......c.eiuiriirieiiinienie e 6,483 4,764
Debtors
Group University Group University
2014 2014 2013 2013
£000 £000 £000 £000
Amountsfalling due within one year
Trade debtors........cccoevveevcenecnennen 12,689 12,375 10,204 9,717
Amounts owed by group undertakings — 1,182 — 2,172
Prepayments and accrued income 1,421 1,418 2,340 2,333
Sub Total 14,110 14,975 12,544 14,222
Amountsfalling due after morethan one year
Trade debtors.......ccocevvveevceicien — — 936 936
Tota 14,110 14,975 13,480 15,158
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14  Creditors: Amounts Falling Due
within One Year

Group University Group University

2014 2014 2013 2013

£000 £000 £000 £000
Bank 10anS.......cccooevvevninnieesee e 203 203 190 190
Trade creditors.......ooooeevevreerereerens 20,041 19,973 22,259 22,135
Taxation and socia security ........ccoceeeeee. 3,793 3,793 3,884 3,884
ACCIUAIS. ... 10,688 10,627 5,875 5,848

34,725 34,596 32,208 32,057

15  Provisions for Liabilities
Group and University

2014 2013
£000 £000
At 1 August 2,101 3,759
Charged to the Income and Expenditure — 2,101
Utilisation (2,201) (3,759)
At 31 duly — 2,101
The provision isin respect of costs of redundancy and early retirement costs.
16  Creditors: Amounts Falling Due after
morethan One Year
Group University Group University
2014 2014 2013 2013
£000 £000 £000 £000
Bank LOans.......cccoeveienineneeeceeeeee 29,400 29,400 4,458 4,458
Group University Group University
2014 2014 2013 2013
£000 £000 £000 £000
Bank Loans
Amountsfalling due:
Lessthan one year (Note 14)................. 203 203 190 190
Between one and two years................... 213 213 203 203
Between two and five years................... 717 717 678 678
Greater than five years........ccoeeeeveennenne 28,470 28,470 3,577 3,577

29,603 29,603 4,648 4,648

A fixed rate loan is secured by a negative pledge on a portion of land on the Jordanstown campus.

All bank loans greater than 5 years are repayable by instalments. Commercial terms and rates of interest
payable have been negotiated.
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17

Deferred Capital Grants-
Group and University

At 1 August

BUIldiNGS.....cccoveeveieeeseee e
EqUIPMENt......ccccovevereereeee e

Cash Received

BUIldiNgS.....cccoveeveieeereeeeee e
EqUIPMENt......ccccovevereereeee e

Released to Income & Expenditure

BUIldiNGS.....cccoveeveveeereee e
EqUIPMENt.......ccooveveeeeee e

At 31 Jduly

BUIldiNGS.....cccoveeveveeereee e
EqUIPMENt.......ccooveveeeeee e

Total at 3L JUlY e,

Department for Other 2014
Employment Grants Total
and Learning

£000 £000 £000
60,556 31,890 92,446
— 193 193
60,556 32,083 92,639
5,862 (193) 5,669
14 1,292 1,306
5,876 1,099 6,975
5,476 2,328 7,804
— 410 410
5,476 2,738 8,214
60,942 29,369 90,311
14 1,075 1,089
60,956 30,444 91,400
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2013
Total

£000

91,709
312

92,021

6,918
345

7,263

6,181
464

6,645

92,446
193

92,639
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Endowments -
Group and University

Unrestricted Restricted Total Restricted 2014 2013
Permanent Permanent Permanent Expendable Total Total
£000 £000 £000 £000 £000 £000
Balances at 1 August
Capital 736 2,760 3,496 1,293 4,789 4,364
Accumulated income/
expenditure 4 446 442 (467) (25 (27)
732 3,206 3,938 826 4,764 4,337
New Endowments — 1,592 1,592 79 1,670 102
Transfer (379) 379 — — — —
Investment Income 10 117 127 26 153 142
Expenditure — (59) (59 (99) (153) (141)
(369) 437 68 (68) — 1
Increase/(Decrease) in
market value of investments 1 37 38 10 49 324
At 31 July 364 5,272 5,636 847 6,483 4,764
Represented by
Capital 358 4,768 5,126 1,382 6,508 4,789
Accumulated income and
expenditure 6 504 510 (535) (25 (25)
364 5,272 5,636 847 6,483 4,764
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20

Revaluation Reserve

Gross Revaluation surplus

AT LAUGQUSE....ooeieviieieeee e

Revalued in Year.......ccocvveeeeeevivveneeeienns

Contribution to Depreciation

AT LAUGQUSL....coeieriieieeee e
Released in Year ......cccccceevveeeeeecnnnneen.

Net Revaluation Surplus

AT LAUGQUSE....coeiiriieieeee e

At 3L IUY oo

Pension Reserve

Group University Group
2014 2014 2013
£000 £000 £000

141,942 134,303 141,839

(297) — 103

141,745 134,303 141,942

58,364 52,374 55,177

5,566 5,566 3,187
63,930 57,940 58,364
83,578 81,929 86,662
77,815 76,363 83,578

BalanCe al 1L AUQUSL......ccueiueierierieie et st

Transfer to Income and Expenditure Account Reserve (Note 21)

Actuaria gain in respect of pension reserve (Note 30)

BalanCe at 31 JUIY......coueiueiiieieee e

University
2013

£000

134,303

134,303

49,187
3,187

52,374

85,116

81,929

Group and University

2014 2013
£000 £000
(36,914) (49,330)
432 (1,383)
5,849 13,799
(30,633) (36,914)
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Income and Expenditure Account Reserve

Group University Group University
2014 2014 2013 2013
£000 £000 £000 £000
Balanceat 1 AUQUSL.........cccovvvevrieeriennnn, 118,579 124,965 102,808 109,463
Surplus after depreciation of assets
at valuation, before and after tax.......... 14,157 13,902 11,245 11,140
Release from Revaluation Reserve
(NOtE19) .. 5,566 5,566 3,187 3,187
Transfer from Pension Reserve (Note 20)* (432) (432) 1,383 1,383
Impairment on ClOSUre.........ccceoeverenuene. — — (44) (208)
Balance at 31 July.....ccceovvevrieeneesieee, 137,870 144,001 118,579 124,965

* This represents the Income Statement movement on the pension scheme.

Capital Commitments

Group Group

2014 2013

£000 £000
Commitments contracted at 31 July 35,723 11,264
Authorised but not contracted at 31 July 211,521 1,516
247,244 12,780

Outstanding commitments include £235.8 million which relate to the development of the Greater Belfast
Campus.

Contingent Liabilities

The University Council has reviewed legal proceedings outstanding at the year end and does not consider
that there are any cases where there is the possibility of aliability falling due to the University. Therefore, in
accordancewith the FRS 12 Provisions, Contingent Liabilitiesand Contingency Assets, no disclosureisrequired
in the Financial Statements.
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25

26

Reconciliation of Consolidated Operating Surplusto
Net Cash Inflows from Operating Activities

Group Group
2014 2013
£000 £000
Surplus after depreciation of assets at valuation beforetax .............c....... 14,157 11,245
DEPIECIALION ...ttt ettt st e n e e e ese e e e e enea 16,245 12,375
Loss on disposal of fiXed @SSetS.......ccveririririeririeniesieseseesesee e 20 5
Deferred Capital Grants Released to Income (NOte 17)......ccevvvevreenennee (8,214) (6,645)
Investment INCOME (NOLE D) .....cuvvuiiriiiriieee e e (1,119) (1,212
ENdOWMENL INCOME........couiiiiiiiiriee e (153) (142)
INtErest Payable ........ccooveiiieiriee e 397 260
(Increase)/Decrease iN DEDLONS........cciiiiriiirerese e (630) 367
Increase/(Decrease) iN Creditors........coeveeeieiereeniene e 403 (7,189)
Pension Costs Less Contributions Payable ... (432) 1,383
Revaluation of INVESIMENES.........ccooiiriiiiiere e 373 52
Endowment FUNd Transfer........cooveiv e — (102)
[MPaIrMENt ON CIOSUFE.......coueiuiiiii it — (44)
Net Cash Inflow from Operating Activities ..............ccccocvriiiviiniennnn. 21,047 10,353
Returnson Investments and Servicing of Finance
Group Group
2014 2013
£000 £000
INncome from ENCOWMENES ......cceiuiiiririe e 153 142
Income from Short Term Investments (NOte 5) .......covevveeeirieniininenenens 1,119 1,212
INterest Paid (NOLE 8)......cuvueirieiriiiriie e e (397) (260)
Net Cash Inflow from Returns on Investments and
Servicing of Finance 875 1,094
Capital Expenditure
Group Group
2014 2013
£000 £000
Tangible Assets Acquired (NOt€ 10) ......covvriirieririnieeseeseeeeseeseens (17,508) (10,808)
Deferred Capital Grants Received (NOLe 17) ......ooveveveveenieiieesieeee 6,975 7,263
New EndowmentS RECEIVEC. .........cooveivieieeeeee et 1,670 102
Payments to acquire endowment asset investments.........cccvveeveerieenen (1,670) —
Net Cash Outflow from Capital Expenditure (10,533) (3,443)
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27

28

29

Management of Liquid Resources

Movement in Endowment ASSELS........coceveveeveeeeeens
Addition to dePOSItS......ccccveeeieireeeeere e
Purchase of inVEStMENES........cccveveviveeeeee e

Net Cash Outflow from Management of Liquid Resources

Financing

Balance at 1 August

Loan REPaYMENTS.......covuiiiiiniieiiee e
L O8N AGVANCES. .....oevireeeerieiiriee ettt

Balanceat 31 July

Analysisof Changesin Net Cash

At 1 August

2013

£000
Cashat Bank andinHand..........cccoeevvveceeecveevieceee, 6,344
Short Term DEPOSIES......covevvereerierieneeeeeeeeeeeseeeeiens 49,356
Debt due withinoneyear .........cccccceveveceviececeeennnn, (190)
Debt due after one year........occovveevvenvensenscneeee (4,458)

(4,648)
Total

..................................................................... 51,052
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Group Group
2014 2013
£000 £000

— 21
(18,777) (7,717)

(94) (105)
(18,871) (7,801)

Group Group
2014 2013
£000 £000
4,648 4,830

(190) (182)
25,145 —
24,955 (182)
29,603 4,648

Cash At 31 July

Flow 2014

£000 £000

17,473 23,817
18,777 68,133
(13) (203)
(24,942) (29,400)
(24,955) (29,603)
11,295 62,347
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Net Pension Liability

The University participates in three pension schemes. The two principal schemes are the Universities
Superannuation Scheme (USS) and the Northern Ireland Local Government Officers Superannuation Committee
Pension Fund (NILGOSC). A small number of employees belong to one other scheme, the Health and Personal
Social Services Superannuation Scheme (HPSS). All of these schemes are defined benefit schemes, which
are externally funded and contracted out of the State Second Pension. The assets of each scheme are held in a
separate trustee-administered fund. It is not possible to identify the institution’s share of the underlying assets
and liabilities of the scheme in USS and HPSS as required by FRS 17 “Retirement Benefits” and as a result the
amount charged to the income and expenditure account represents the contributions payable to the schemesin
respect of the accounting period.

USS Scheme

The institution participates in the Universities Superannuation Scheme (USS), a defined benefit scheme which
is contracted out of the State Second Pension (S2P). The assets of the scheme are held in a separate fund
administered by the trustee, Universities Superannuation Scheme Limited.

The appointment of directors to the board of the trustee is determined by the trustee company’s Articles of
Association. Four of the directors are appointed by universities UK; three are appointed by the University and
College Union, of whom at |east one must be a USS pensioner member and aminimum of three and a maximum
of five are independent directors appointed by the board. Under the scheme trust deed and rules, the employer
contribution rate is determined by the trustee, acting on actuarial advice.

The latest triennial actuarial valuation of the scheme was at 31 March 2011. Thiswas the second valuation for
USS under the scheme-specific funding regime introduced by the Pensions Act 2004, which requires schemes
to adopt a statutory funding objective, which is to have sufficient and appropriate assets to cover their technical
provisions. The actuary also carries out regular reviews of the funding levels. In particular, he carries out a
review of the funding level each year between triennia valuations and details of their estimate of the funding
level at 31 March 2014 are aso included in this note.

The triennial valuation was carried out using the projected unit method. The assumptions which have the
most significant effect on the result of the valuation are those relating to the rate of return on investments (ie
the valuation rate of interest), the rates of increase in salary and pensions and the assumed rates of mortality.
The financial assumptions were derived from market yields prevailing at the valuation date. An “inflation risk
premium’ adjustment was also included by deducting 0.3% from the market-implied inflation on account of the
historically high level of inflation implied by government bonds (particularly when compared to the Bank of
England’s target of 2% for CPI which corresponds broadly to 2.75% for RPI per annum).

To calculate the technical provisions, it was assumed that the valuation rate of interest would be 6.1% per
annum, salary increases would be 4.4% per annum (with short-term general pay growth at 3.65% per annum and
an additional allowance for increases in salaries due to age and promotion reflecting historic scheme experience,
with a further cautionary reserve on top for past service liabilities) and pensions would increase by 3.4% per
annum for 3 years following the valuation then 2.6% per annum thereafter.

Standard mortality tables were used as follows:

Male members’ mortality SINA [“light”] YoB tables —
No age rating
Female members’ mortality SINA [“light”] YoB tables —

rated down 1 year
Use of these mortality tables reasonably reflects the actual USS experience but also provides an element of

conservatism to allow for further improvements in mortality rates. The CMI 2009 projections with a 1.25% pa
long term rate were also adopted. The assumed life expectations on retirement at age 65 are:
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Males (females) currently aged 65 23.7 (25.6) years
Males (females) currently aged 45 25.5 (27.6) years

At the valuation date, the value of the assets of the scheme was £32,433.5 million and the value of the scheme’s
technical provisions was £35,343.7 million indicating a shortfall of £2,910.2 million. The assets therefore
were sufficient to cover 92% of the benefits which had accrued to members after allowing for expected future
increasesin earnings.

The actuary also valued the scheme on a number of other bases as at the valuation date. On the scheme’s
historic gilts basis, using a valuation rate of interest in respect of past service liabilities of 4.4% per annum
(the expected return on gilts) the funding level was approximately 68%. Under the Pension Protection Fund
regulations introduced by the Pensions Act 2004 the Scheme was 93% funded; on a buy-out basis (ie assuming
the Scheme had discontinued on the valuation date) the assets would have been approximately 57% of the
amount necessary to secure all the USS benefits with an insurance company; and using the FRS 17 formula as
if USS was a single employer scheme, using an AA bond discount rate of 5.5% per annum based on spot yields,
the actuary estimated that the funding level at 31 March 2011 was 82%.

As part of this valuation, the trustee has determined, after consultation with the employers, arecovery plan to
pay off the shortfall by 31 March 2021. In 2011 the actuary estimated that if experience remained in line with
the assumptions made, the shortfall at 31 March 2014 would be £2.2 billion, equivalent to a funding level of
95%.

However, changes in market conditions between March 2011 and March 2014 have had an impact on scheme
funding. The next formal triennial actuarial will take place as at March 2014 and work is currently underway
to update the actuarial assumptions and allow for any adjustments to the overall funding approach adopted by
the trustee board in consultation with stakeholders.

As work on the 2014 valuation is not yet complete the trustee cannot provide the final figure, however, an
estimate has been provided using the assumptions used to deliver the 2011 actuarial valuation. On that basis,
the actuary has estimated that the funding level under the scheme specific funding regime will have fallen from
92% at 31 March 2011 to 85% at 31 March 2013. This estimate is based on the results from the valuation at 31
March 2011 allowing primarily for investment returns and changes to market conditions.

The funding level has decreased mainly due to a decrease in real gilt yields, reducing the implied net discount
rate and therefore placing a higher value on the schemes liabilities. Thisincrease has been partially offset by a
higher than expected investment return.

On the FRS17 basis, using an AA bond discount rate of 4.5% per annum based on spot yields, the actuary
estimates that the funding level at 31 March 2014 was 75%. An estimate of the funding level measured on a
historic gilt basis at that date was approximately 61%.

Surpluses or deficits which arise at future valuations may impact on the institution’s future contribution
commitment. A deficit may require additional funding in the form of higher contribution requirements, where
asurplus could, perhaps, be used to similarly reduce contribution requirement. The sensitivities regarding the
principal assumptions used to measure the scheme liabilities on atechnical provisions basis as at the date of the
last triennial actuarial valuation are set out below:

Assumption Change in Assumption Impact on Shortfall
Investment return

(Valuation rate of interest) Decrease by 0.25% Increase by £1.6 billion
The gap between RPI and CPI Decrease by 0.25% Increase by £1 billion
Rate of salary growth Increase by 0.25% Increase by £0.6 billion
Members live longer than assumed | 1 year longer Increase by £0.8 billion
Equity markets in isolation Fall by 25% Increase by £4.6 billion
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The technical provisions relate essentially to the past service liabilities and funding levels, but it is also
necessary to assess the ongoing cost of newly accruing benefits. The cost of future accrual was calculated using
the same assumptions as those used to calculate the technical provisions but the allowance for promotional
salary increases was not as high. Analysis has shown very variable levels of growth over and above general
pay increases in recent years, and the salary growth assumption built into the cost of future accrual is based on
more stable, historic, salary experience. However, when calculating the past service liabilities of the scheme, a
cautionary reserve was included, in addition, on account of the variability mentioned above.

As at the 2011 valuation date the Scheme was till a fully Final Salary Scheme for future accruals and the
prevailing employer contribution rate was 16% of Salaries.

Following UK government legislation, from 2011 statutory pension increases or revaluations are based on the
Consumer Prices Index measure of price inflation. Historically these increases had been based on the Retail
Prices Index measure of price inflation.

Since the valuation effective date of 31 March 2011 there have been a number of changes to the benefits
provided by the scheme although these became effective from October 2011. These include:

New Entrants
Other than in specific, limited circumstances, new entrants are now provided on a Career Revalued Benefits
(CRB) basis rather than aFinal Salary (FS) basis.

Normal pension age
The normal pension age was increased for future service and new entrants, to age 65.

Flexible Retirement
Flexible retirement options were introduced.

Member contributions increased
Contributions were uplifted to 7.5% p.a. and 6.5% p.a. for FS Section members and CRB Section members
respectively.

Cost sharing
If the total contribution level exceeds 23.5% of Salaries per annum, the employers will pay 65% of the excess
over 23.5% and members would pay the remaining 35% to the fund as additional contributions.

Pension increase cap

For service derived after 30 September 2011, USS will match increases in official pensions for the first 5%. If
official pensions increase by more than 5% then USS will pay half of the difference up to a maximum increase
of 10%.

USSisa“last man standing” scheme so that in the event of the insolvency of any of the participating employers
in USS, the amount of any pension funding shortfall (which cannot otherwise be recovered) in respect of that
employer will be spread across the remaining participant employers and reflected in the next actuarial valuation
of the scheme.

The trustee’s role is to set risk and return parameters which reflect the strength of the sponsoring employers and
the nature of the scheme’s liabilities. These parameters, taken together with the anticipated returns form the
basis of the trustee’s funding strategy. These parameters are informed by advice from its internal investment
team, its investment consultant and the scheme actuary, as well as an independent assessment of the support
available from the sponsoring employers. The trustee remains confident that it can continue to take a long term
view of scheme funding, backed asit is by arobust Higher Education (HE) sector.

The fund is invested in a wide range of asset classes, both publicly traded (including equities and fixed income)
and private (including private equity, infrastructure, property and timberland). A diversified portfolio helps
to spread investment risk across different asset classes and to boost the level of confidence in maintaining
sufficient investment returns from the fund as a whole. The investment approach is innovative and responsible
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and targeted at achieving returns required to meet the scheme’s liabilities. Recently, the trustee has invested
directly ininfrastructure assets. These investments are typically illiquid, but can achieve attractive inflation-linked
returns in ways often not available in the publicly traded markets and which can match the scheme’ s liabilities
to ahigh degree.

At 31 March 2014, USS had over 162,000 active members and the institution had 1,576 active members
participating in the scheme.

The total pension cost for the institution was £11,131,746 (2013: £10,807,751). The contribution rate payable
by the institution was 16% of pensionable salaries.

NILGOSC Fund
The University is able to identify its share of the underlying assets and liabilities of the NILGOSC scheme and
accordingly present the following information required by FRS 17:

A valuation of the fund was carried out at 31 March 2013 and updated to 31 July 2014 by a qualified independent
actuary.

At 31 July At 31 July
2014 2013
£000 £000
Balance Sheet
Present value of scheme liabilitieS..........ccvevieiiiniee (165,339) (165,268)
Fair value of SChemME 8SSELS ........cccovveeiireircirce s 134,724 128,374
Present value of unfunded liabilitieS..........ccccevvveievericeeeeece e, (18) (20
Net pension lability ..............c.ccoooiiiiinii (30,633) (36,914)
At 31 July At 31 July
2014 2013
£000 £000
Movements in present value of defined benefit obligation
At beginning of the YEar........ccociiiiiii i (165,288) (156,905)
(O0 1= 0 = VoY ol (3,814) (4,036)
Member CONtHDULIONS .........ciiiieeieee s (909) (1,028)
Impact of settlements and curtallments............ccoveeverninsieneeneenenes — 700
INEEIESE COSL.....viviteitet e (7,455) (6,435)
Benefits Paid .......ooceeiiiiiieie s 4,239 5,160
Unfunded Denefits.......cueeiiiiiiiiiie s cses e e — 1
PaSE SEIVICE COSL.....viuitiireeeet ettt (272) (189)
Actuarial QaiNG(JOSSES) ......cuerveeriiiriiieetesiere sttt 8,142 (2,556)
AL €N Of YEAT ...ttt (165,357) (165,288)
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At 31 July At 31 July

2014 2013

£000 £000
Movementsin fair value of plan assets
At beginning of the Year..........ccovei e 128,374 107,575
EXpected return 0N @SSELS ........oivrerereereeeeereeeeee e 8,869 5,252
Employer ContribBULIONS..........cooeiriiirieineseeceeeseeie e 3,104 3,324
Member CONEITDULIONS ........couiiiriiieie e e 909 1,028
Benefits Paid ....ccceeiiiiiiiiie s (4,239) (5,160)
Actuarial (10SSES)/GAINS ....c.cevereeiireeie et (2,293) 16,355
AL €N OF YEAI ... 134,724 128,374

At 31 July At 31 July

2014 2013

£000 £000
Expenserecognised in the income and expenditure accounts
CUIMENE SEIVICE COSE ....veeiveeeereeiteeeee et et eeree st sree e sreeereeebesereeeseesnnes 3,814 4,036
Interest on defined benefit pension plan obligation...........c.cceeereeneeeen. 7,455 6,435
Expected return on defined benefit pension plan assets .........c.cc.ccvereene (8,869) (5,252)
Losses on curtailments and settlements...........ccccceveeeeceecececcc e — (701)
PaSt SEIVICE COSL.......cuviiiiiii s 272 189
TOLAI et 2,672 4,707

At 31 July At 31 July

2014 2013
£000 £000
The expenseisrecognised in the following lineitemsin the
income and expenditure account:
SEAT COSES vttt 4,086 3,524
INtEreSt PAYADIE.......ecvieeeeeetere e (1,414) 1,183
TOAI vt 2,672 4,707

The total amount recognised in the statement of the total recognised gains and losses in respect of actuarial
gain is £5,849k (2013 gain: £13,799k).

Cumulative actuarial gaing/losses reported in the statement of total recognised gains and losses for accounting
periods ending on or after 22 June 2002 are subsequently included by prior year adjustment under paragraph
96 of FRS17, are £(1,117)k, (2013 : (£4,732k)).

At 31 July At 31 July

2014 2013
Fair Value Fair Value
£000 £000
Thefair value of the plan assets and thereturn on those assets
were as follows:-
EQUITIES. ...ttt 100,100 96,923
27010 16,032 15,662
PIOPEITY ..ot s 15,359 10,013
(O S o TSSO 3,233 5,648
OLNET <.t bbb s — 128
Actual return on plan asSelS ... 134,724 128,374
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The expected rates of return on plan assets are determined by reference to the historical returns, without
adjustment, of the portfolio as a whole and not on the sum of the returns on individual asset categories. The
overall expected rate of return is calculated by weighting the individual rates in accordance with the anticipated
balance in the plan’ s investment portfolio.

At 31 July At 31 July

2014 2013
Principal actuarial assumptions (expressed asweighted aver ages)
at the year end were as follows:-
Inflation/pension increase rate 2.2% 2.7%
Sdlary increase rate 3.7% 5.1%
Expected return on results 6.8% 6.9%
Discount rate 4.1% 4.5%

Mortality

Life expectancy is based on the standard SAPS Normal Health All Amounts (SINFA) and PMA92 tables, with
improvements from 2007 in line with the medium cohort and a 1% p.a. underpin. Based on these assumptions,
average future life expectancies at age 65 are summarised below:

Males Females
Current pensioners 22.1 years 24.6 years
Future pensioners 24.3 years 26.9 years

These figures make no allowance for the age ratings set out in the latest triennial valuation of the Fund.

At 31 July At 31 July At 31 July At 31 July At 31 July At 31 July
2014 2013 2012 2011 2010 2009

£000/%  £000/%  £000/%  £000/%  £000/%  £000/%
History of Experience Gainsand L osses
Difference between the expected and
actual return on scheme assets:

Amount (2,293) 16,355  (3,755) 3,556 9,826 (13,249)
Percentage of scheme assets (1.7%) 12.7% (B.5%) 3.3% 103% (16.8%)
Experience gains and losses on scheme

lighilities:

Amount (335) 0 (1485 7,975 9 1
Percentage of the present value of

scheme liabilities (0.2%) 0.0% 0.9% 5.9% 0.0% 0.0%

Total amount recognised in statement of
total recognised gains and losses:

Amount 5849 13,799 (17,722) 8,840 14,340 (26,651)
Percentage of the present value of
scheme liabilities 3.5% 83% (11.3%) 6.5% 10.7%  (20.8%)

The University expects to contribute approximately £2.969m to its defined benefit plans in the next financial year.
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Group Group
2014 2013
£000 £000
The total pension cost for the University was:-
ContributioNStO USS........oooiiiieeeeeeeeeeeee e 11,132 10,808
Charge to staff cost - NILGOSC ........ccccoveieiieieceiesiecesiennens 3,841 3,344
Contribution to HPSS.........ccooeiiiiererese e 5 5
Total Pension Cost (NOLE6)........coveereeerrireineeiees e 14,978 14,157
Group Group
2014 2013
£000 £000
Student Support Funds
Balance Carried FOrWard............cooeverereneriereeeeeeeeee e 28 607
FuNding CounCil GIrantS ..........ccoeoererenere et 1,745 1,333
Dishursed t0 STUAENES. ......c.cveveeeiireeere e (1,759) (1,912)
Balance Underspent at 31 JUlY .......coeieienieniieeeeeeeeeeee e 14 28

DEL Student Support grants are available solely for students: the University acts only as a paying agent.
The grants and related disbursements are therefore excluded from the Income and Expenditure Account.

Subsidiary Company Information
There are two companies which are wholly owned subsidiary companies of the University:

- Innovation Ulster Limited; and
- University of Ulster Foundation.

The above companies have been fully consolidated in the Financial Statements.

The companies are controlled by the University. University of Ulster Foundation Limited is limited by
guarantee.

The companies are all registered and operate in Northern Ireland. Innovation Ulster Limited is a company
established to develop intellectual property rights by patenting and licensing, and to arrange consultancy
activities. University of Ulster Foundation is a charity established to support the University’s mission, vision
and strategic aims. University of Ulster Foundation has ceased trading on 31 July 2014.
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33 Joint Venture Information
The University hasajoint venture with the Sports Council of Northern Ireland in The Sports I nstitute Northern
Ireland (SINI), a company limited by guarantee. Its principal place of business is located at the University
of Ulster at Jordanstown. The principal activity of the company isto provide specialist services and expert
staff for High Performance Athletes (both able bodied and disabled), enabling the athlete to improve their
performance at international and world level.

Management have not consolidated the University’s holding in the gross assets and liabilities of the joint
ventures in the results of the group at the year end as the University does not share control of the entities,
management consider the entity to be an investment and have accounted for it as such, in accordance with
FRS 9: Associates and Joint Ventures.

Through Innovation Ulster Limited (IUL), a wholly owned subsidiary, the University has a joint venture
with NICOM LLP. NICOM LLP was incorporated in 2011 to promote collaborative research in advanced
composites. It isajoint venture between IUL and Queen’s Composites Limited, a wholly owned subsidiary
of Queen’s University, Belfast. The results of NICOM LLP are not consolidated in the Group Financial
Statements on the grounds of materiality.

34 Other Investments

Through Innovation Ulster Limited, awholly owned subsidiary, the University has the following holdings:-

7.97% of Intelsens Limited

4.44% of Crescent Capital IT LLP
1.7% of Bitt Ware Inc

8.98% Performa Sports

7.45% Sophia Search Limited
1.16% Heartsine Limited

10.18% Carritech Research Limited
0.67% 8 over 8

Loan £10,000 in InLifeSize Limited
6% Datactics Limited

The Company has holdings of greater than 15% in the following companies:-

Name Get Invited
Country of Incorporation Northern Ireland
Principal Activity Ticketing Service
% SharesHeld 17.98%
Turnover N/A

Net Liabilities N/A

Year End N/A
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The Company has holdings of greater than 25% in the following companies:-

Diabetica EyespyFX Hidinimage Axis Surf-Spec Jenarron Vifkon Solaform
Limited Limited Composites Limited Therapeutics
Limited Limited

Country of Northern Northern Northern Northern Northern Northern Northern Northern
Incorporation Ireland Ireland Ireland Ireland Ireland Ireland Ireland Ireland
Principal Research & | Applications | Secure digital | Design and | Developer of Putty like Fire and Solar water
Activity development | for mobile water manufacture | “made to material blast proof heater

of products | devices, eg marking | of 3D woven | specification” | applied to concrete

for treatment | webcams technology | carbon fibre surfaces removed to products

of diabetes preforms wounds

and obesity
% Shares Held 44.4% 27.32% 38.5% 28% 25% 49% 30% 28%
and type
Convertible N/A N/A N/A N/A N/A N/A N/A N/A
Loan Stock
Turnover £Nil £Nil £269 £126,019 N/A N/A N/A N/A
Profit or Loss £0 £0 (£76,470) (£110) N/A N/A N/A N/A
Before Tax
Net Assets £659 £6,570 (£61,987) £27,030 N/A N/A N/A N/A
Financial 30 September | 31 October 31 May 28 February | 28 February 31 March N/A N/A
Year End 2013 2013 2013 2014 2014 2013
35 Related Party Transactions

Due to the nature of the University’s operations and the composition of the University’s Council (being
drawn from local public and private sector organisations), it isinevitable that transactions will take place with
organisationsinwhich amember of the Council may haveaninterest. All transactionsinvolving organisations
in which a member of the Council may have an interest are conducted at arm’s length and in accordance
with the University’s financial regulations and normal procurement procedures. The University has taken
advantage of the exemptions contained in FRS 8 “Related Party Transactions’ not to disclose transactions
with subsidiaries as all of the voting rights are controlled within the Group.

36

Ultimate Controlling Party

There is no one ultimate controlling party.
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