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Report of the Treasurer on the Financial Statements for the year to  
31 July 2005 
 
Scope of the Financial Statements 
The Financial Statements comprise the results of the activities channelled through the University as a 
legal entity and the consolidated results of the University and its subsidiary undertakings Durham 
University Investments Limited and Library Services (Durham) Limited.  Durham University 
Investments Limited is the holding company of a number of subsidiaries undertaking activities such 
as property ownership and management and the provision of conference and tourist facilities which, 
for commercial and legal reasons, are more appropriately channelled through limited companies.  
These subsidiaries covenant the whole of any taxable profits to the University. 
 
Results for the Year 
The University’s Consolidated Income, Expenditure and Results for the year to 31 July 2005 are 
summarised as follows: 
 

 2004/05 2003/04 
 £000 

 
£000 

Income                                                                  164,503 153,788 
Expenditure                                                           159,539 150,433 
Surplus on Historical Costs Basis                         4,964 3,355 

 
The University’s total income increased by 7.0% in 2004/2005 compared with the previous year. 
Income from funding council grants and tuition fees grew by 3.6% and 10.6% respectively. Income 
from the tuition fees of full time students from outside the European Union continued to grow strongly 
by 26.2%. External research income grew by 8.7% to £31.6 million whilst other income increased by 
3.8%.  
 
The rate of increase of expenditure was 6.1%.  Non-pay costs increased by 4.0%, while staff costs 
increased by 6.7%. Depreciation charges increased by 6.6% in the year, to £7.2 million. The charges 
are partially offset by the release of capital grants of £3.2 million as explained in note 21. 
 
Full-time student numbers increased by 3.6% in the year.  Full-time students from the United 
Kingdom and other countries in the European Union increased by 2.3% whilst  full-time students from 
outside the European Union increased by 18.5%.  
 
Investment Performance 
The total return on the University’s financial investments in the year was 22.4% and the investment 
performance has again been above the average return of the index used as a comparator. The value 
of the University’s total Endowments has increased from £39.1 million to £43.2 million. A breakdown 
of the changes is given in note 14.  
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Report of the Treasurer on the Financial Statements for the year to  
31 July 2005 - continued 
 
Cash Flow 
Debt collection continues to be vigorously pursued and the outstanding debt position is monitored 
by the Finance and General Purposes Committee. The value of debts written off during the year 
was less than £40,000 (2003/04 : less than £60,000). 
 
Our policy on the payment of creditors is to pay within 30 days of invoice date and has been 
maintained during the year. 
 
 
Capital projects and financing 
The increase in net fixed assets during the year amounted to £29.6 million.  £36.8 million was 
spent on new buildings and equipment to support the University’s research mission and to 
refurbish teaching accommodation and student residences.   
 
As part of the University’s commitment to the quality of the Durham student experience, a long-
term programme is under way to refurbish and upgrade student accommodation. In addition, in 
order to maintain the University’s position as one of the United Kingdom’s top residential 
universities, work has begun to provide at the Howlands and Parsons Field sites 1,000 new 
residential places with high-quality self-catered en-suite accommodation together with 
administrative and social space commensurate with a collegiate institution. £20.8 million has been 
invested in this project, which is expected to cost a total of £35.5 million, and is being funded 
through a loan facility agreed with the University’s bankers. 
 
In addition to the regular acquisition and replacement of equipment, £5.8 million provided by the 
Science Research Infrastructure Fund was spent on updating the University’s research 
infrastructure. 
 
Plans for development of the University’s estate are outlined below. 
 
Future outlook 
Last year I reported that we had begun the process of revisiting and updating the University 
strategy. Our new Strategic Plan for the period from 2005 to 2010 was approved by University 
Council in July and is now available on the web at http://www.durham.ac.uk. There are five 
sections to the strategy covering Research, the Student Experience, Internationalisation, Regional 
Impact and Sustainability. The plan is the result of careful analysis of our operating environment, 
much thought and extensive discussions across and beyond the University. It sets out the changes 
we need to make to continue to be successful and provides a clear and concise overview of our 
priorities for the next five years.  
 
In order to sustain our position of international excellence we have to invest continuously in people, 
and in our intellectual and physical resources. Our financial planning is based on the development 
of income streams, the achievement of target surpluses and investment in the University’s 
academic base. The Deans and Division Heads who form the University’s Executive Committee 
are individually accountable to the Vice-Chancellor for the delivery of approved business plans. At 
the same time they work together to support the University’s objectives and to achieve the financial 
performance required to deliver the strategy. 
 
Our current priorities for investment are: 
  

• Reinforcing our international research profile through £11m of new academic appointments 
over the next two years. 
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Report of the Treasurer on the Financial Statements for the year to  
31 July 2005 - continued 
 

• Rewarding and retaining our high-performing staff through modernised pay structures 
which we are introducing in 2006. 

 
• Providing £2m for new academic posts and facilities at Durham Business School in 

2005/06. 
 

• A three-year programme of capacity-building in fundraising. 
 

• New facilities to support continuous improvement in our academic quality and to enhance 
the experience of our students.  

 
In March 2005 University Council gave approval in principle to a series of projects which form part 
of our Estate Strategy. These include: 
 

• Consolidating academic departments into three distinct locations in Durham for Social 
Studies and Health, Arts and Science. 

 
• Creating a new block of state-of-the-art teaching facilities in Durham for 2007. 

 
• Developing academic and sporting facilities at Queen’s campus. 

 
• Consolidating administrative departments onto a single site in Durham. 

 
• Improving and increasing our stock of residential accommodation 

 
• Vacating and disposing of properties in Durham which are no longer fit for purpose to 

reduce operating costs and contribute to the funding of new developments. 
 
In total, more than £15m is to be spent over the next five years on improving our teaching and 
learning infrastructure, with a similar sum for research infrastructure. A £35m project has delivered 
200 new rooms for postgraduates for 2005, with a further 800 residential places, including a new 
college, for September 2006. In addition, over 900 existing college rooms have now been 
upgraded through an ongoing refurbishment programme.  
 
We are proud of our long tradition of international excellence in research and of the high quality 
education we provide, enriched by a distinctive college experience. During the coming year we will 
continue to work actively to sustain our position in the top ten UK universities, the top thirty 
universities in Europe and the top one hundred in the world. 
 
 
 
 
 
 
 
P Lubacz 
Treasurer 
 
13 December 2005 
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Structure of Corporate Governance, Role of Council in preparation of 
Financial Statements and the System of Internal Control 

 
 
Structure of Corporate Governance 
The University endeavours to conduct its business in accordance with the seven principles 
identified by the Committee on Standards in Public Life (selflessness, integrity, objectivity, 
accountability, openness, honesty and leadership), and with the Governance Code of Practice 
(“the Code”) issued by the Committee of University Chairmen in its Guide for Members of HE 
Governing Bodies in the UK. 
 
The University is an independent corporation founded in 1832, whose legal status derives from a 
royal charter. Its objects, powers and framework of governance are set out in the charter and its 
supporting statutes, the latest version of which was approved by the Privy Council in October 
2005. The statutes are available at: 
http://www.dur.ac.uk/university.calendar/volumei/statutes/index.htm. 
 
The statutes require the University to have two separate bodies, each with clearly defined 
functions and responsibilities, to oversee and manage its activities, as follows:  

Council 
Council is the governing and executive body of the University and has the custody, control and 
disposition of all its property and finances, and is responsible for setting the strategic direction of 
the institution. Subject to the powers of Senate, as indicated in the University statutes, it has 
ultimate responsibility for all the affairs of the University. It is responsible for reviewing the work of 
the University and taking such steps as it thinks proper for the purpose of advancing the interests 
of the University, maintaining its efficiency and encouraging the prosecution of learning and 
research in the University. 
 

It has a majority of members from outside the University (“lay members”), from whom its Chair and 
Deputy Chair(s) must be drawn. Members also include staff of the University and representatives 
of the student body. None of the lay members receives any payment, apart from the 
reimbursement of reasonable expenses, for the work they do for the University. 

Senate 
Senate is the supreme governing body of the University in all academic matters and draws its 
membership from senior academic and other staff and representatives of the students of the 
institution. Its role is to promote, direct and regulate the teaching and research work of the 
University and is chaired by the Vice-Chancellor. 
 
Committees 
Although Council meets at least six times each academic year, much of its detailed work is 
delegated to committees, in particular the Finance and General Purposes Committee, the 
Nominations Committee, the Remuneration Committee and the Audit Committee. The decisions 
and recommendations of these committees are formally reported to Council. 
 
These committees, and in some cases others, are formally constituted as committees of Council 
with written terms of reference and specified membership, including a significant proportion of lay 
members (from whom the chair will be selected). 
 
The Finance and General Purposes Committee advises the Council on the financial position of the 
University and recommends to Council the University’s annual financial statements, budgets and 
financial forecasts. 
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Structure of Corporate Governance, Role of Council in preparation of 
Financial Statements and the System of Internal Control  
- continued 
 
Following a review of Council's sub-committees, a new Nominations Committee with membership 
reflecting CUC guidance has been set up, replacing the existing Special Nominating Committee, to 
be responsible for making recommendations to Council on the appointment and re-appointment of 
all appointed members of Council, and for making recommendations to Senate and Council for the 
membership of all their committees.   
 
The Remuneration Committee determines the annual remuneration of professorial and other 
senior staff and approves any arrangements made with senior individuals in connection with the 
cessation of their employment with the University. 
 
The Audit Committee assesses the institution’s risk management, control and governance 
arrangements and advises Council on the effectiveness of the arrangements.  The Committee 
meets at least annually with the external auditors to discuss audit findings and with the Internal 
Auditor to consider detailed internal audit reports and recommendations for the improvement of the 
University’s system of internal control, together with management’s responses and implementation 
plans. Whilst senior University staff attend meetings of the Audit Committee as necessary, they are 
not members of the Committee, and the Committee meets with the external auditors in the 
absence of University staff for independent discussions. 
 
A system of Council and Senate sub-committees, ultimately responsible to Council and established 
by Standing Orders, is used to develop academic policy, including that for research, and to monitor 
the performance and further the development of the academic activities. 
 
A formal University Executive Committee is a sub-committee of Senate and Council and is chaired 
by the Vice-Chancellor. The other members include the Deputy Vice-Chancellor, the Pro-Vice 
Chancellors, the Deans, the Registrar and the Treasurer. The purpose of the University Executive 
Committee is to manage the University’s strategy and steer its business; monitor the achievement 
of the University’s objectives; consider and make recommendations to Senate and Council on 
important policy initiatives; and to take ownership and management of key risks. 
 
Officers 
The principal academic and administrative officer of the university is the Vice-Chancellor, who has 
general responsibility to Council and Senate for maintaining and promoting the efficiency and good 
order of the University. Under the terms of the formal financial memorandum between the 
University and the Higher Education Funding Council for England (HEFCE), the Vice-Chancellor is 
the accounting officer of the University and in that capacity can be summoned to appear before the 
Public Accounts Committee of the House of Commons. 
 
As chief executive of the university, the Vice-Chancellor exercises considerable influence upon the 
development of institutional strategy, the identification and planning of new developments, and 
shaping of the institutional ethos. The other members of the University Executive Committee and 
senior managers all contribute in various ways to these aspects of the work, but the ultimate 
responsibility for what is done rests with Council. 
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Structure of Corporate Governance, Role of Council in preparation of 
Financial Statements and the System of Internal Control  
- continued 
 
The statutes of the University specify that the Registrar is Secretary of the Council. Any enquiries 
about the constitution and governance of the University should be addressed to the  
Registrar. The statutes also specify that the Treasurer is responsible, under the supervision of the 
Vice-Chancellor, for the financial business of the University.  
 
The University maintains a register of interests of members of Council and senior officers which 
may be consulted by arrangement with the Registrar. 
 
 
Review of governance  
Council has adopted the CUC Governance Code of Practice following a major review of University 
governance during 2005, which included consideration of its size, membership and sub-committee 
structure, initiated after a review of Council’s effectiveness. 
 
The University received Privy Council approval on 12 October 2005 of the necessary statutory 
changes, enabling the University to implement changes to Council’s size and membership from 1 
August 2006, so complying with the Code. 
 
In accordance with the CUC Code, the Council has adopted a Statement of Primary 
Responsibilities which is based on the Code’s model and adapted to reflect the powers and 
responsibilities derived from University Statutes.  A copy of this statement is available at 
http://www.dur.ac.uk/secretariat.section/governance/council_responsibilities.doc 
 
 
Role of Council in the preparation of the Financial Statements 
Council is responsible for ensuring that proper accounting records are kept which disclose with 
reasonable accuracy at any time the financial position of the University and which enable it to 
ensure that the financial statements are prepared in accordance with the University’s statutes, the 
Statement of Recommended Practice for Accounting for Further and Higher Education and other 
relevant accounting standards. In addition, within the terms and conditions of the Financial 
Memorandum agreed between the HEFCE and the University and the Funding Agreement agreed 
between the Teacher Training Agency and the University, Council through its designated office 
holder, the Vice-Chancellor, is required to prepare financial statements for each financial year 
which give a true and fair view of the University’s state of affairs and of the surplus or deficit and 
cash flows for that year. 
 
In causing the financial statements to be prepared and in accordance with the exercise of its 
powers under the statutes, Council is responsible for ensuring that: 

 
•  suitable accounting policies are selected and applied consistently; 
 
•  judgements and estimates which are made are reasonable and prudent; 
 
•  applicable accounting standards have been followed, subject to any material departures 

disclosed and explained in the financial statements; and 
 
• 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. 
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Structure of Corporate Governance, Role of Council in preparation of 
Financial Statements and the System of Internal Control 
- continued 
 
Council has taken reasonable steps to: 
 

•  ensure that funds from the HEFCE are used only for the purposes for which they have been 
given and in accordance with the Financial Memorandum and any other conditions which the 
HEFCE may from time to time prescribe; 

 
•  ensure that funds from the Teacher Training Agency are used only for the purposes for which 

they have been given and in accordance with the agreement between the Teacher Training 
Agency and the University and any other conditions, which the Teacher Training Agency may 
from time to time impose; 

 
•  ensure that there are appropriate financial and management controls in place to safeguard 

public funds and funds from other sources; 
 
•  safeguard the assets of the University and to prevent and detect fraud; and 
 
•  secure the economical, efficient and effective management of the University’s resources and 

expenditure. 
 
System of Internal Control 
The system of internal control is designed to manage rather than eliminate the risk of failure to 
achieve policies, aims and  objectives; it can therefore only provide reasonable and not absolute 
assurance of effectiveness. 
 
The system of internal control is based on an ongoing process designed to identify the 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.  This process has been in place 
throughout the year ended 31 July 2005 and up to the date of approval of the financial statements, 
and accords with HEFCE guidance and the principles set out in Section 1 of the Combined Code 
on Corporate Governance issued by the London Stock Exchange in June 1998. 
 
As the governing body, Council has responsibility for reviewing the effectiveness of the system of 
internal control. The key elements of this system include the following: 
 
• Clear definitions of the responsibilities of, and the authority delegated to, individual 

managers. 
 
• A comprehensive medium and short-term planning process, supplemented by detailed 

annual income, expenditure, capital and cash flow budgets. Council regularly reviews the 
plans and strategic direction of the University. Department and Faculty plans address risk 
explicitly. 

 
• Regular reviews of key performance indicators and business risks and quarterly reviews of 

financial results involving variance reporting and updates of forecast outturns. 
 
• 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 according to approved levels set by Council. 
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Structure of Corporate Governance, Role of Council in preparation of 
Financial Statements and the System of Internal Control  
- continued 

 
• Comprehensive Financial Regulations, detailing financial controls and procedures, approved 

by the Finance and General Purposes Committee and received by Audit Committee.  
 
• A professional Internal Audit team whose annual programme is approved by the Audit 

Committee and endorsed by Council and whose head provides Council with a report on 
internal audit activity within the University and an opinion on the adequacy and effectiveness 
of the University’s system of risk management and internal control. 

 
• A Risk Management Advisory Group, (which reports to the University Executive Committee), 

overseeing the operation of our risk management systems and the maintenance of the Risk 
Management Strategy.  

 
• A high-level risk register identifying the key risks facing the University, following a process of 

categorisation and assessment of likelihood and impact. 
 
• All identified risks are the responsibility of a risk owner, (all of whom are members of the 

University Executive Committee), who has responsibility for overseeing the risk and ensuring 
risk management plans have been adequately developed to manage the risk satisfactorily. All 
risks have been categorised in terms of likelihood and impact. Identified risk managers report 
to risk owners. 

 
• The University Executive Committee reports to Council on matters concerning risk 

management and internal control. Risk owners are responsible for alerting the Executive 
Committee of significant matters associated with business risk. 

 
• A regular programme of facilitated workshops is held to identify and keep up to date the 

record of risks facing the University. 
 
• A programme of risk awareness training is in place. 

 
Our review of the effectiveness of the system of internal control is informed by the Internal Audit 
Service, which operates to standards defined in the HEFCE Audit Code of Practice (updated at 
June 2004) and which is reviewed for effectiveness by the HEFCE Audit Service.  The internal 
auditors submit regular reports which include the Head of Internal Audit’s independent opinion on 
the adequacy and effectiveness of the institution’s systems of internal control, with 
recommendations for improvements. 

 
Our review of the effectiveness of the system of internal control is also informed by the work of the 
executive managers within the institution, who have the responsibility for the development and 
maintenance of the internal control framework, and by comments made by the external auditors in 
their management letter and other reports. 
 
Signed on behalf of the University of Durham on 13 December 2005  
 
C Moyes 
Chairman of Council 
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Report of the Auditors to the Council of the University of Durham 
 
Independent auditor’s report 
We have audited the financial statements which comprise the consolidated Income and 
Expenditure Account, the Balance Sheets, the consolidated Cash Flow Statement, the 
consolidated Statement of Total Recognised Gains and Losses and the related notes which have 
been prepared under the historical cost convention (as modified by the revaluation of certain fixed 
assets) and in accordance with the accounting policies set out in the Statement of Principal 
Accounting Policies. 

Respective responsibilities of the Council and auditors 
The Council’s responsibility for preparing the financial statements in accordance with the Accounts 
Direction issued by the Higher Education Funding Council for England, the Statement of 
Recommended Practice – Accounting for Further and Higher Education, applicable United 
Kingdom law and accounting standards is set out in the Statement of the Governing  Body’s 
Responsibilities. 

Our responsibility is to audit the financial statements in accordance with relevant legal and 
regulatory requirements, and United Kingdom Auditing Standards issued by the Auditing Practices 
Board.  This opinion has been prepared for and only for the Council of the institution in accordance 
with the Charters and Statutes of the institution.  We do not, in giving this opinion, accept or 
assume responsibility for any other purpose or to any other person to whom this report is shown or 
in to whose hands it may come save where expressly agreed by our prior consent in writing. 

We report to you our opinion as to whether the financial statements give a true and fair view and 
are properly prepared in accordance with the Statement of Recommended Practice - Accounting 
for Further and Higher Education.  We also report to you whether in our opinion, income from 
funding bodies, grants and income for specific purposes and from other restricted funds 
administered by the institution, have been properly applied in all material respects for the purposes 
for which they were received, and whether income has been applied in all material respects in 
accordance with the institution’s statutes and where appropriate with the financial memorandum 
with the Higher Education Funding Council for England.  We also report to you if, in our opinion, 
the institution has not kept proper accounting records, the accounting records do not agree with 
the financial statements, or if we have not received all the information and explanations we require 
for our audit.  

We read the other information contained in the Financial Statements and consider the implications 
for our report if we become aware of any apparent misstatements or material inconsistencies with 
the financial statements.  The other information comprises only the Report of the Treasurer, and 
the Structure of Corporate Governance, Role of Council and System of Internal Control statement.  
 

We also review the statement of internal control included as part of the Corporate Governance 
statement and comment if the statement is inconsistent with our knowledge of the institution.  We 
are not required to consider whether the statement of internal control covers all risks and controls, 
or to form an opinion on the effectiveness of the institution's corporate governance procedures or 
its risk and control procedures.  
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Report of the Auditors to the Council of the University of Durham 
- continued 
 
Basis of audit opinion 
We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices 
Board and the HEFCE Code of Practice. An audit includes examination, on a test basis, of 
evidence relevant to the amounts and disclosures in the financial statements. It also includes an 
assessment of the significant estimates and judgements made by the Council in the preparation of 
the financial statements, and of whether the accounting policies are appropriate to the institution’s 
or group’s circumstances, consistently applied and adequately disclosed. 

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

Opinion 
In our opinion: 

i. the financial statements give a true and fair view of the state of affairs of the institution and 
the group at 31 July 2005, and of the surplus of income over expenditure, recognised gains 
and losses and cash flows for the year then ended, and have been properly prepared in 
accordance with the Statement of Recommended Practice - Accounting for Further and 
Higher Education; 

ii. in all material respects, income from the Higher Education Funding Council for England and 
the Teacher Training Agency grants and income for specific purposes and from other 
restricted funds administered by the institution have been applied only for the purposes for 
which they were received; 

iii. in all material respects, income has been applied in accordance with the institution's 
statutes and where appropriate in accordance with the financial memorandum (03/54) with 
the Higher Education Funding Council for England. 

 
 
 
 
 
PricewaterhouseCoopers LLP      
Chartered Accountants and Registered Auditors 
Newcastle-upon-Tyne 
13 December 2005 
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Statement of Principal Accounting Policies 
 
1. Accounting Convention 
The financial statements have been prepared under the historical cost convention, as modified by 
the revaluation of Endowment Asset Investments and certain land and buildings for which a cost is 
not readily ascertainable, and in accordance with both the Statement of Recommended Practice: 
Accounting in Further and Higher Education Institutions (SORP) and applicable Accounting 
Standards. 
 
2. Basis of Consolidation 
The financial statements consolidate the financial statements of the University and its subsidiary 
undertakings for the financial year to 31 July. 
 
The consolidated financial statements do not include those of the University of Durham’s student 
bodies as they are separate entities in which the University has no significant control or influence 
over policy decisions. 
 
The University has investment shareholdings in unquoted companies over which it has no 
significant influence on policy or strategy decisions. These companies are not consolidated but are 
accounted for as investments at the lower of cost or net realisable value. 
 
3. Recognition of Income 
The Recurrent Grant from the Higher Education Funding Council for England (HEFCE) represents 
the funding allocation attributable to the current financial year and is credited direct to the income 
and expenditure account.  
 
Income from Specific Grants from HEFCE, Specific Endowments and Donations, Research 
Grants, Contracts and Other Services Rendered is recognised to the extent that expenditure 
incurred in these areas during the year is funded by such income. Income received in excess of 
expenditure is held as a deferred creditor; expenditure in excess of related income is charged 
during the year in which it is incurred. 
 
All income from short-term deposits and General Endowment Asset Investments is credited to the 
Income and Expenditure Account on a receivable basis. 
 
Funds for which the University acts only as paying agent, namely Access Funds, TTA Bursaries 
and EPSRC doctoral training grants, are excluded from the Income and Expenditure account. 
 
4. Pension Schemes 
The University participates in the Universities Superannuation Scheme and in the University of 
Durham Retirement Benefits Plan, both of which are defined benefit schemes, externally funded 
and contracted out of the State Second Pension (S2P). The assets of the schemes are held in 
separate trustee-administered funds.  
 
The funds are valued every three years by professionally qualified independent actuaries using the 
projected unit method, the rates of contribution payable being determined by the trustees on the 
advice of the actuaries. In the intervening years, the actuaries review the progress of the schemes. 
Pension costs are assessed in accordance with the advice of the actuaries, based on the latest 
actuarial valuations of the schemes, and are accounted for on  
the basis of charging the cost of providing pensions over the period during which the University 
benefits from the employees’ services. 
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Statement of Principal Accounting Policies - continued 
 
 
5. 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 either at the rates at the date of the balance sheet or, where there are 
related forward exchange contracts, at contract rates.  The resulting exchange differences are 
dealt with in the determination of income and expenditure for the financial year. 
 
6. Leases 
Rental costs under operating leases are charged to expenditure in equal annual amounts over the 
periods of the leases. 
 
7. Tangible Assets 
a) Capitalisation 
Tangible assets are capitalised where they are capable of being used for a period which exceeds 
one year and which: 
• Individually have a cost equal to or greater than £10,000; or 
• Collectively have a cost equal to or greater than £10,000 where the assets are functionally 

interdependent or are purchased together and intended to be used as a group under common 
management control; or 

• Irrespective of their individual cost, form part of the initial equipping of a new building. 
 
b) Valuation 
Tangible fixed assets are stated at cost or, in the case of buildings for which the cost cannot 
readily be ascertained, at valuation.  
 
The transitional rules set out in FRS 15 Tangible Fixed Assets have been applied and the book 
values of assets at implementation have been retained. 
 
A review for impairment of a fixed asset is carried out if events or changes in circumstances 
indicate that the carrying amount of the fixed asset may not be recoverable 
 
c) Depreciation 
Land is not depreciated. Other tangible assets are depreciated on a straight line basis over their 
useful life as follows: 
 
Buildings                                                         50 years 
Motor vehicles and computer equipment         4 years 
General and scientific equipment and 
furniture              

8 years 

Equipment acquired for specific research 
projects         

project life (generally 3 years) 

 
d) Capital grants 
Where assets are acquired with the aid of specific grants or donations they are capitalised and 
depreciated as above.  The related grants and donations are treated as deferred capital  
grants and released to income over the expected useful life of the asset (or the period of the grant 
in respect of specific research projects). 
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Statement of Principal Accounting Policies - continued 
 
7. Tangible Assets - continued 
 
e) Donated assets 
Assets donated to the University are capitalised at their value on receipt and are depreciated as 
described above. The value of donated tangible fixed assets and the donated element of part-
donated assets is reflected in a Revaluation Reserve. This reserve is credited with the original 
donated value and an amount equal to the depreciation charge plus any impairments is released 
from this reserve each year to the Income and Expenditure Account 
 
f) Museum quality assets 
The University holds various assets of museum quality which it records at nominal value for the 
purposes of these financial statements. 
 
8. Investments 
Investments in subsidiary companies are stated at the original cost of the investment and reviewed 
for impairment where appropriate. 
 
Endowment Asset Investments and Properties are included in the Balance Sheet at market value. 
Endowment Properties are subject to 5-yearly revaluations. Current Asset Investments are 
included at the lower of cost and net realisable value. 
 
9. Stocks 
Stocks are stated at the lower of cost and net realisable value. 
 
10. Cash and Liquid Resources 
Cash flows comprise increases or decreases in cash.  Cash includes cash in hand, deposits 
repayable on demand and overdrafts.  Deposits are repayable on demand if they are available 
within 24 hours without penalty.  Liquid resources comprise assets held as a readily disposable 
store of value.  They include term deposits held as part of the University’s treasury management 
activities.  They exclude any such assets held as Endowment Asset Investments. 
 
11. Provisions 
Provisions are made where the University has a present financial obligation as a result of a past 
event and it is probable that a cost will arise on settlement of the obligation and a reliable estimate 
can be made of its value. 
 
Deferred tax is provided to the extent that originating timing differences give rise to a potential 
future tax liability. Deferred tax assets are recognised only to the extent that it is more likely than 
not that they will be recovered. 
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Consolidated Income and Expenditure Account 
for the year ended 31 July 2005 
 

Note 2004/05 2003/04
 £000  £000

Income
Funding Council Grants 1 61,440 59,302
Tuition Fees and Education Contracts 2 32,152 29,073
Research Grants and Contracts 3 31,643 29,121
Other Income 4 36,594 34,468
Endowment and Investment Income 5 2,674 1,824

Total Income 164,503 153,788

Expenditure
Staff Costs 6 93,288 87,425
Other Operating Expenses 8 55,496 53,386
Depreciation 12 7,200 6,755
Interest Payable 9 3,254 2,687

Total Expenditure 159,238 150,253

Surplus after Depreciation of Fixed Assets  
at Valuation and Before Tax 5,265 3,535

Taxation 10 13 (188)

Surplus after Depreciation of Assets 5,278 3,347
at Valuation and after Tax

Transfer of income relating to
Specific Endowments (521) (225)

Surplus after Depreciation of Assets
at Valuation and after Tax 11 4,757 3,122

 
 
Consolidated Statement of Historical Cost Deficits and Surpluses 
for the year ended 31 July 2005 
 

Note 2004/05 2003/04
 £000  £000

Surplus after Depreciation of Assets
at Valuation and after Tax 4,757 3,122

    Difference Between Historical Cost Depreciation 
    and the Actual Depreciation Charge for the Year
    Calculated on the Revalued Amount 23 207 233

Historical Cost Surplus for the Year after Tax 4,964 3,355

 
The consolidated income and expenditure of the University and its subsidiaries relate wholly to 
continuing operations. 
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Statement of Consolidated Total Recognised Gains and Losses 
for the year ended 31 July 2005 
 

Note 2004/05 2003/04
 £000  £000

Surplus after Depreciation of Assets
at Valuation and Tax 4,757 3,122

Realised Gains on Investments 22 253 582

Endowment Income Retained for Year 22 521 225

New Endowments 22 248 351

Appreciation of Value of Endowment Asset Investments 22 3,136 419

Other Movements 23 10 0

Total Recognised Gains Relating to the Year 8,925 4,699

Reconciliation

Opening Reserves and Endowments 85,590

Total Recognised Gains and Losses for the Year 8,925

Closing Reserves and Endowments 94,515
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Balance Sheets as at 31 July 2005 
 

Note

31 July 31 July 31 July 31 July
2005 2004 2005 2004
£000  £000 £000  £000

Fixed Assets

      Tangible Assets 12 180,121 150,483 166,332 136,750
       Investments    13 50 50 12,824 12,823

180,171 150,533 179,156 149,573

Endowment Asset Investments 14 43,228 39,070 43,228 39,070

Current Assets
      Stock 15 229 364 209 220
      Debtors 16 18,873 16,380 25,447 25,715
      Investments  2,745 3,013 2,745 3,013
      Cash at Bank and in Hand 9,515 2,844 8,665 2,053

31,362 22,601 37,066 31,001

Creditors: Amounts Falling Due
Within One Year 17 (30,841) (29,343) (33,943) (35,416)

Net Current Assets/(Liabilities)  521 (6,742) 3,123 (4,415)

Total Assets Less Current Liabilities 223,920 182,861 225,507 184,228

Creditors: Amounts Falling Due After
More Than One Year 18  (70,041) (46,962) (70,041) (47,075)

Provisions for Liabilities and Charges 20  (2,276) (2,743) (1,444) (1,914)

NET ASSETS 151,603 133,156 154,022 135,239

Consolidated University
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Balance Sheets as at 31 July 2005 - continued 
 

Note

31 July 31 July 31 July 31 July
2005 2004 2005 2004
£000  £000 £000  £000

Deferred Capital Grants 21 57,088 47,566 57,088 47,566

Endowments
Specific 22 23,077 19,593 23,077 19,593
General 22 20,151 19,477 20,151 19,477

Total Endowments 43,228 39,070 43,228 39,070

Reserves

Revaluation Reserve 23 6,357 6,554 6,357 6,554
General Reserve 24 44,930 39,966 47,349 42,049

Total Reserves 51,287 46,520 53,706 48,603

TOTAL FUNDS 151,603 133,156 154,022 135,239

Consolidated University

 
 
The Financial Statements on pages 15 to 42 were approved by the Council on 13 December 2005 
and signed on its behalf by: 
 
C Moyes 
Chairman of Council 
 
K C Calman 
Vice Chancellor 
 
P Lubacz 
Treasurer 
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Consolidated Cash Flow Statement  
for the year ended 31 July 2005 
 

Note 2004/05  2003/04
£000 £000

Net Cash Inflow From Operating Activities 25 8,809 10,018

Returns on Investment and Servicing of Finance

   Income from Endowments 1,794 1,268
   Income from Short Term Investments & Other Interest Received 729 466
   Interest Paid (2,786) (2,841)

Net Cash Outflow from Returns on Investments (263) (1,107)
and Servicing of Finance

Capital Expenditure and Financial Investment

   Tangible Assets Acquired (36,984) (19,875)
   Endowment Assets Acquired (2,878) (10,041)

   Total Fixed and Endowment Asset Investments Acquired (39,862) (29,916)

   Receipts from Sales of Endowment Assets 2,180 5,705
   Receipts from Sales of Fixed Assets 20 -        
   Deferred Capital Grants Received 12,682 6,118
   Endowments Received 22 248 351

Net Cash Outflow from Capital Expenditure (24,732) (17,742)
and Financial Investment

Cash Outflow Before Use of Liquid (16,186) (8,831)
Resources and Financing

Management of Liquid Resources 419 580

Financing  
   New Loans/Investments 24,199 7,800
   Capital Repayments (1,690) (2,061)

Increase/(Decrease) in Cash 27 6,742 (2,512)
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Reconciliation of Net Cash Flow to Movement in Net Debt 
 

2004/05 2003/04
Note  £000  £000

Increase/(Decrease) in Cash in the Year 27 6,742 (2,512)

Decrease in Short Term Deposits and Current Asset Investments (268) (489)

Repayment of Debt 26 1,690 2,061

Increase in Loan Financing 26 (24,629) (7,800)

Change in Net Debt 27 (16,465) (8,740)

Net Debt at 1 August 27 (37,282) (28,542)

Net Debt at 31 July 27 (53,747) (37,282)
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Notes to the Financial Statements 
 

1   Funding Council Grants 2004/05 2003/04
£000 £000

         HEFCE 
             Recurrent Grant 55,276 51,311
             Specific Grants 1,790 4,151
             Deferred Capital Grant Released in Year (Note 21)
                  Buildings    698 605
                  Equipment  925 300

    Total HEFCE Grants 58,689 56,367
   
         TTA 
            Recurrent Grant 2,627 2,729
            Specific Grants: 124 206

    Total TTA Grants 2,751 2,935

Total Funding Council Grants 61,440 59,302

2  Tuition Fees and Education Contracts 2004/05 2003/04
£000 £000

    Full-time Home and EU Students 15,225 14,627
    Full-time Overseas Students 10,651 8,439
    Part-time Students 2,727 3,452
    Short  Courses  3,030 2,167
    Research Training Support Grants  519 388

 
32,152 29,073

3  Research Grants and Contracts 2004/05 2003/04
£000 £000

      Research Councils 11,376 10,098
      Central/Local  Government 11,356 10,626
      UK Industries 1,818 1,402
      EU Government 1,227 1,173
      UK Charities 3,258 2,729
      Other Overseas 1,550 1,682
      Other Sources 79 44

      Released from Deferred Capital Grants (Note 21) 979 1,367

31,643 29,121
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Notes to the Financial Statements - continued 
 
4  Other Income 2004/05 2003/04

£000 £000

        Residences, Catering and Conferences 23,389 21,898
        Other Services Rendered 7,528 7,197
        Other Income 5,119 4,883
        Released from Deferred Capital Grants (Note 21) 558 490

36,594 34,468

The University acknowledges the grant from the Northern Rock Foundation of £450,000

5  Endowment and Investment Income 2004/05 2003/04
£000 £000

        Transferred from Specific Endowments 1,425 988
        Income from General Endowment Asset Investments 369 280
        Income from Short Term Investments and Other Interest 647 342
        Net Gain on Sale of General Investments 82 123
        Restatement of general investments at market value 151 91

 2,674 1,824

6   Staff 2004/05 2003/04

Number Number
         Average full time equivalent staff numbers:

         Academic 668 642
         Academic Related 363 348
         Clerical 570 555
         Manual & Domestic 513 528
         Other 144 121
         Research 366 353
         Technical 186 183

2,810 2,730
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Notes to the Financial Statements – continued 
 
6   Staff (continued) 2004/05 2003/04

£000 £000
        Staff Costs 
        Salaries 78,207 73,959
        Social Security Costs 6,265 5,710
        Other Pension Costs 8,816 7,756

93,288 87,425

£000 £000
        Staff Costs Analysed by Activity
         Academic Departments 43,864 40,358
         Academic Services 5,397 5,224
         General Educational Expenditure 2,033 1,882
         Premises 3,805 3,795
         Administration and Central Services 6,610 5,988
         Student and Staff Facilities and Amenities 3,397 3,045
         Residences, Catering and Conferences 7,847 7,278
         Miscellaneous Expenditure 1,071 979
         Research Grants and Contracts 15,832 14,165
         Other Services Rendered 3,432 2,863
         Voluntary severance and redundancy -      1,848

93,288 87,425

7 Emoluments of the Vice-Chancellor and Other Higher Paid Staff 2004/05 2003/04
£000 £000

        Emoluments of the Vice-Chancellor
               Salary 165 160
               Benefits 12 12
               Pension Contribution to USS  14 14

191 186

         The emoluments of the Vice-Chancellor are shown on the same basis as for higher paid staff
         The University's contributions to USS are paid at the same rate as for other academic staff.

          Remuneration bands of other higher paid staff, excluding pension 2004/05 2003/04
          costs. Number Number

          £ 70,001 -  £80,000 19 9
          £ 80,001 -  £90,000 3 2
          £ 90,001 -  £100,000 6 3
          £100,001 -  £110,000 2 2
          £110,001 -  £120,001 - -
          £120,001 -  £130,000 - 1
          £130,001 -  £140,000 1 -
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Notes to the Financial Statements – continued 
 
8    Other Operating Expenses Analysed by Activity 2004/05 2003/04

 £000  £000

          Academic Departments 8,194 8,144
          Academic Services 7,059 6,487
          General Educational Expenditure 2,761 2,280
          Premises 6,746 5,421
          Administration and Central Services 3,303 3,137
          Student and Staff  Facilities and Amenities 1,727 1,916
          Residences, Catering and Conferences 10,020 10,076
          Pensions 56 72
          Miscellaneous Expenditure 1,604 1,728
          Research Grants and Contracts 10,362 10,113
          Other Services Rendered 3,664 4,012

55,496 53,386

Other operating expenses include:
         Auditors' remuneration (including £14,000 for subsidiary 55 53
         companies; 2003/04 : £13,000)

9   Interest Payable 2004/05 2003/04
 £000  £000

        On Bank and Other Loans:
        Repayable wholly or partly in more than five years 3,254 2,687

3,254 2,687
 
 
10   Taxation 
 
The University is an exempt charity within the meaning of Schedule 2 of the Charities Act 1993 and as such is 
a charity within the meaning of Section 506(1) of the Taxes Act 1988.  Accordingly, the University is 
potentially exempt from taxation in respect of income or capital gains received within categories covered by 
Section 505 of the Taxes Act 1988 and 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. 
 
Council does not believe that the University or its Subsidiaries and Associates were liable for any Corporation 
Tax arising out of their activities during the year.  Such profits as are made by the Subsidiary Companies are 
transferred under Gift Aid arrangements to the University and consequently no Corporation Tax is due. 
 
Deferred tax is provided in subsidiary companies to the extent that originating timing differences give rise to a 
potential future tax liability in a subsidiary entity. 
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Notes to the Financial Statements – continued 
 
10 Taxation (continued) 2004/05 2003/04

 £000  £000
Current tax

   UK Corporation tax on profits for the period -            -          

Deferred tax

   Origination and reversal of timing differences (13) 188

11  Surplus/(Deficit) for the Year 2004/05 2003/04
 £000  £000

   University surplus for the year 5,093 2,615
   (Deficit)/Surplus generated by Subsidiary Companies (336) 507

4,757 3,122
 
Surplus generated by subsidiary companies is transferred to the University under Gift Aid. 
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Notes to the Financial Statements – continued 
 
12   Tangible Assets Consolidated

Freehold
Land 
and

Buildings Equipment Total

£000  £000 £000
Valuation/Cost

At 1 August 2004
    Valuation 8,084 -        8,084
    Cost 162,564 41,384 203,948

Additions at Cost 28,530 8,308 36,838
Disposals -            (24) (24)

At 31 July 2005

     Valuation 8,084 -        8,084
     Cost 191,094 49,668 240,762

Depreciation

At 1 August 2004 33,679 27,870 61,549
Charge for Year 3,367 3,833 7,200
Disposals -            (24) (24)

At 31 July 2005 37,046 31,679 68,725

Net Book Value

At 31 July 2005 162,132 17,989 180,121

At 1 August 2004 136,969 13,514 150,483

Financed by Capital Grant 44,085 13,003 57,088
Other 118,047 4,986 123,033

Net Book Value at 31 July 2005 162,132 17,989 180,121  
 
At 31 July 2005 the University had decided to dispose of various properties the book value of which was not 
significant enough to be disclosed separately above. Transactions relating to two substantial residential 
properties (Shincliffe Hall and Kepier Court) were completed in September 2005 and the proceeds are to be 
re-invested in developing the University’s estate. 
 
The transitional rules set out in FRS 15 Tangible Fixed Assets were applied on implementing FRS 15 and the 
book values at implementation were retained. The University's tangible assets are stated at cost, with the 
exception of land and buildings at the Stockton campus which were donated and were valued on receipt. 
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Notes to the Financial Statements – continued 
 
12   Tangible Assets (continued)

University

Freehold
Land 
and

Buildings Equipment Total

£000  £000 £000
Valuation/Cost

At 1 August 2004
    Valuation 8,084 -        8,084
    Cost 147,863 41,248 189,111

Additions at Cost 28,193 8,290 36,483
Disposals -            (24) (24)

At 31 July 2005
     Valuation 8,084 0 8,084
     Cost 176,056 49,514 225,570

Depreciation

At 1 August 2004 32,656 27,789 60,445
Charge for Year 3,099 3,802 6,901
Disposals -            (24) (24)

At 31 July 2005 35,755 31,567 67,322

Net Book Value

At 31 July 2005 148,385 17,947 166,332

At 1 August 2004 123,291 13,459 136,750

Financed by Capital Grant 44,085 13,003 57,088
Other 104,300 4,944 109,244

Net Book Value at 31 July 2005 148,385 17,947 166,332  
 
The University has free use of a research building owned by its charitable subsidiary company, Library 
Services (Durham) Limited. The net value of this building (£9.1 million) is shown in the accounts of the 
subsidiary company and is included in the consolidated tangible assets value in these financial statements. 
No value has been recognised as a tangible asset of the University itself.  
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Notes to the Financial Statements – continued 
 
13   Investments

Consolidated University

31 July 31 July 31 July 31 July
2005 2004 2005 2004
£000  £000  £000  £000

Long Term Investments 50 50 50 50
Investments in Subsidiary Companies at Cost          -          - 12,774 12,773

50 50 12,824 12,823

The Companies in which the University has a major interest are shown in note 34.

14   Endowment Asset Investments Consolidated and University

31 July 31 July
2005 2004
 £000  £000

At 1 August 2004 39,070 37,493
Additions 3,503 5,818
Disposals (2,639) (5,221)
Appreciation on revaluation of investments 3,294 980
   
At 31 July 2005 43,228 39,070

31 July 31 July
2005 2004
 £000  £000

Pooled Investment Funds 21,399 17,464

Land and Property 9,105 9,105

Loan to University Funds 7,305 7,153

Short Term Deposits 5,419 5,348

Total Endowment Asset Investments 43,228 39,070  
 
Property valuations have been made as at 30 September 2002 by two firms of chartered surveyors, Youngs 
and Sanderson Townend & Gilbert. 
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Notes to the Financial Statements – continued 
 
15 Stock Consolidated University

31 July 31 July 31 July 31 July
2005 2004 2005 2004
£000  £000  £000  £000

Durham University Developments Ltd: 20 144 -      -      
Development land for resale (see Note 20)
Goods for resale 200 215 200 215
Other 9 5 9 5

229 364 209 220

16 Debtors
Consolidated University

31 July 31 July 31 July 31 July
2005 2004 2005 2004
£000  £000  £000  £000

Amounts falling due within one year:

Debtors 17,544 15,572 15,210 13,418
Amounts due from Subsidiary Undertakings -          -      8,915 11,495
Prepayments and accrued income 1,329 808 1,322 802

18,873 16,380 25,447 25,715

17 Creditors:  Amounts Falling Due Within One Year
Consolidated University

31 July 31 July 31 July 31 July
2005 2004 2005 2004
£000  £000  £000  £000

Bank Loans and Overdrafts 1,542 1,376 1,542 1,376
Endowment Fund Loans 149 149 149 149
Trade Creditors 18,986 17,674 17,180 17,654
Social Security and Other Taxation Payable 1,767 1,915 3,381 3,531
Amounts owing to Subsidiary Undertakings -          -      3,637 5,307
Accruals and Deferred Income 8,397 8,229 8,054 7,399

30,841 29,343 33,943 35,416
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Notes to the Financial Statements – continued 
 
18 Creditors:  Amounts Falling Due After More Than One Year

Consolidated University

31 July 31 July 31 July 31 July
2005 2004 2005 2004
£000  £000  £000  £000

Bank Loans 62,579 39,958 62,579 39,958
Amounts owing to Subsidiary Undertakings -         -      -      113
Accruals and Deferred Income 306 -      306 -      
Endowment Fund Loan 7,156 7,004 7,156 7,004

70,041 46,962 70,041 47,075

19  Borrowings Consolidated University

31 July 31 July 31 July 31 July
Bank loans 2005 2004 2005 2004

£000  £000  £000  £000

In one year or less 1,543 1,376 1,543 1,376
Between one and two years 2,043 1,376 2,043 1,376
Between two and five years 6,128 4,128 6,128 4,128
In five years or more 54,407 34,454 54,407 34,454

 
 
 
Secured Loans       
 
On 26 July 2004 the University agreed a loan facility for £92 million incorporating all its existing borrowings 
and providing new borrowing of up to £35.5 million. The loan is secured on various properties owned by the 
University and the terms are as follows: 
 
An existing loan of £41 million repayable in equal quarterly instalments over a 30 year period providing 
finance for capital expenditure. £11 million bears interest based on the LIBOR rate, £11 million has been 
fixed by a 15-year swap, £7 million has been fixed at 5.66% by a 25-year swap and £11m will float within a 
band 8% to 5.66% through a 10-year swap.  
 
An additional loan facility of up to £12 million repayable in equal instalments over a 30 year period providing 
additional finance for capital expenditure. At 31 July 2005 £5 million had been drawn down. £5 million bears 
interest based on the LIBOR rate and £7 million has been fixed at 5.66% by a 25-year swap. 
 
A new loan facility of up to £35.5 million repayable over a 30 year period commencing on 31 October 2006. 
Up to £1.5m interest will be capitalised as borrowings in addition to the principal sum. The loan is profiled so 
that the repayments increase during the course of the loan. The facility is to provide funding for a project to 
construct additional residential accommodation. At 31 July 2005 £18.9 million had been drawn down and 
£0.4 million interest had been capitalised. The full value of £37 million has been fixed at 5.36% by a 30-year 
swap, the value of the swap being aligned with the projected drawdown profile of the loan. 
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Notes to the Financial Statements – continued 
 

20 Provisions for Liabilities and Charges
Consolidated

31 July Increase/ 31 July
2004 (Decrease) Utilised 2005
 £000 £000 £000  £000

Restructuring 1,501 (23) (445) 1,033
Infrastructure Funding 641 16 -      657
Deferred tax 188 (13) -      175
Other 413 -     (2) 411

Total 2,743 (20) (447) 2,276

University
31 July 31 July
2004 Increase Utilised 2005
 £000 £000 £000  £000

Restructuring 1,501 (23) (445) 1,033
Infrastructure Funding -     -     -      -    
Deferred tax -     -     -      -    
Other 413 -     (2) 411

Total 1,914 (23) (447) 1,444  
 

 
a).  Restructuring 
 
 During 2003/04 a Strategic Improvement Plan proposed the re-organisation of some academic 

activities and both a voluntary severance scheme and a redundancy programme were approved. 
Payments are expected to be made during the period 2005/06 to 2007/08 as follows: 

 
Year of payment £000

2005/06 369
2006/07 274
2007/08 390

Total 1,033  
 
 
b).  Infrastructure funding 
 
 Durham University Developments Ltd has entered into an agreement with a developer to carry out 

infrastructure works costing a maximum of £1 million funded by English Partnerships, of which 
£600,000 is an interest free loan (index-linked to the RPI). If at the end of 10 years the development of 
the site is incomplete, the proportion of the loan relating to undeveloped plots is repayable by the 
Company. 

 
 
c).  Deferred Tax 
 
 The provision for deferred tax relates to a subsidiary company in which tax has been deferred by 

capital allowances. 
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Notes to the Financial Statements – continued 
 
20 Provisions for Liabilities and Charges (continued) 
 
d).  Other 
 
 The University has received a number of claims from staff and former staff members who were unable 

to join the non-academic pension scheme by virtue of being part-time. A provision has been made for 
the estimated cost to the University of re-instating such staff into the pension scheme. 

 
 
 
21 Deferred Capital Grants - University & Consolidated

Other
Funding Research Grants  & Total
Council Grants Benefactions

£000 £000  £000 £000

At 1 August 2004
    Land and Buildings 20,663 5,975 16,115 42,753
    Equipment  1,514 1,904 1,395 4,813

    Total 22,177 7,879 17,510 47,566

Grants Received:
    Land and Buildings 1,503 33 987 2,523
    Equipment 9,575 530 54 10,159

    Total 11,078 563 1,041 12,682

Released to Income and Expenditure: 
    Land and Buildings 698 127 366 1,191
    Equipment 925 852 192 1,969

    Total 1,623 979 558 3,160

At 31 July 2005
    Land and Buildings 21,468 5,881 16,736 44,085
    Equipment 10,164 1,582 1,257 13,003

    Total 31,632 7,463 17,993 57,088
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Notes to the Financial Statements – continued 
 
 22 Endowments

Consolidated and University

Specific General Total
£000  £000 £000

At 1 August 2004 19,593 19,477 39,070

Additions / disposals 248 -       248
Gains on Sale of Investments in the Year 167  86 253
Appreciation in Value of Endowment Asset Investments 2,548 588 3,136
Income for Year 1,425 369 1,794
Transferred to Income and Expenditure Account (904) (369) (1,273)

At 31 July 2005 23,077 20,151 43,228  
 
 
23 Revaluation Reserve Consolidated and University

31 July 31 July
2005 2004
£000 £000

At 1 August 2004 6,554 6,787

Additions 10 -          
Released to Income and Expenditure Account (207) (233)

At 31 July 2005 6,357 6,554

 
24 Income and Expenditure Account Consolidated University

Income and Income and
Expenditure Expenditure

Account
 

Account
 £000 £000

At 1 August 2004 39,966 42,049

Surplus after Depreciation of Assets and Taxation 4,757 5,093
Release from Revaluation Reserve  207 207

At 31 July 2005 44,930 47,349
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Notes to the Financial Statements – continued 
 
25 Reconciliation of Consolidated Operating Surplus to 2004/05  2003/04
     Net Cash Inflow From Operating Activities £000  £000

        Surplus before Tax 5,265 3,535
        Depreciation and Asset Write Off 7,200 6,755
        Deferred Capital Grants Released to Income (3,160) (2,762)
        Investment Income (2,441) (1,610)
        Appreciation of general investments (151) (91)
        Profit on Sale of General Investments (82) (123)
        Profit on Sale of Fixed Assets (20) -          
        Interest Payable 3,254 2,687
        Decrease in Stocks 135 26
        (Increase)/Decrease in Debtors (2,523) 767
        Increase/(Decrease) in Creditors 1,786 (220)
        (Decrease)/Increase in Provisions (454) 1,054

Net Cash Inflow from Operating Activities 8,809 10,018  
 
 
 
26  Analysis of Changes in Consolidated Financing During University University Total
     The Year Loans Investments

£000 £000 £000

       Balance at 1 August 2003 (42,748) 50 (42,698)

       New Loans/Investments (7,800) - (7,800)
       Capital Repayments/Other Movements 2,061 -       2,061

       Balance at 31 July 2004 (48,487) 50 (48,437)

       New Loans/Investments (24,629) - (24,629)
       Capital Repayments/Other Movements 1,690 -       1,690

       Balance at 31 July 2005 (71,426) 50 (71,376)  
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27  Analysis of Changes in Net Funds

At At
31 July Cash Other 31 July

2004 Flows Changes 2005
£000 £000  £000 £000

Cash at Bank and in Hand
   Endowment Assets 5,348 71 -       5,419
   Cash balances 2,844 6,671 -       9,515
   Overdrafts -           -          -       -          

8,192 6,742 -       14,934

Debt due within one year (1,525) (166) -       (1,691)

Debt due after one year (46,962) (22,773) -       (69,735)

Current Assets Investments 3,013 (419) 151 2,745

(37,282) (16,616) 151 (53,747)  
 
 
28  Pension Costs 
 
(a) Universities Superannuation Scheme 
 
The University participates in the Universities Superannuation Scheme, a defined benefit scheme which is 
externally funded and contracted out of the State Second Pension (S2P). The assets of the scheme are held 
in a separate trustee-administered fund. It is not possible to identify each institution's share of the underlying 
assets and liabilities of the scheme and hence contributions to the scheme are accounted for as if it were a 
defined contribution scheme - the cost recognised in the surplus for the year in the Income and Expenditure 
account being equal to the contributions payable to the scheme for the year. 
 
The last actuarial valuation of the scheme was at 31 March 2002. The assumptions which have the most 
significant effect on the result of the valuation are those relating to the rate of return on investments (i.e. the 
valuation rate of interest) and the rates of increase in salary and pensions. In relation to the past service 
liabilities the financial assumptions were derived from market yields prevailing at the valuation date. It was 
assumed that the valuation rate of interest would be 5.0% per annum, salary increases would be 3.7% per 
annum and pensions would increase by 2.7% per annum. In relation to the future service liabilities, it was 
assumed that the valuation rate of interest would be 6.0% per annum, including an additional investment 
return assumption of 1% per annum, salary increases would be 3.7% per annum and pensions would 
increase by 2.7% per annum. The valuation was carried out using the projected unit method. 
 
At the valuation date, the market value of the assets of the scheme was £19,938 million and the value of the 
past service liabilities was £19,776 million leaving a surplus of assets of £162 million. The assets therefore 
were sufficient to cover 101% of the benefits which had accrued to members after allowing for expected future 
increases in earnings. 
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28  Pension Costs (continued) 
 
(a) Universities Superannuation Scheme (continued) 
 
 
The University contribution rate required for future service benefits alone at the date of the valuation was 
14.25% of salaries but it was agreed that the University contribution rate will be maintained at 14% of salaries. 
To fund this reduction of 0.25% for the period of 12 years from the date of the valuation (the average 
outstanding working lifetime of the current members of the scheme) required the use of £82.5 million of the 
surplus. This left a past service surplus of £79.5 million (including the Supplementary Section) to be carried 
forward. Surpluses or deficits which arise at future valuations may impact on the University's future 
contribution commitment. The next formal actuarial valuation is due at 31 March 2005 when the above rates 
will be reviewed. 
 
The total pension cost for the University was £6,989,000 (2004:£6,172,000). This includes £593,000 (2004: 
£534,000) of outstanding contributions at the balance sheet date. The contribution rate payable by the 
University was 14% of pensionable salaries. 
 
(b) University of Durham Retirement Benefits Plan (1969) 
 
The University sponsors the University of Durham Retirement Benefits Plan (1969) which provides benefits 
based on final pensionable salary for University employees not eligible for membership of Universities 
Superannuation Scheme. The assets of the Plan are held in a separate Trustee-administered fund. The last 
full actuarial valuation of this Plan was carried out by a qualified independent actuary as at 6 April 2003 and 
updated on an approximate basis to 31 July 2005.  
 
The contributions made by the employer to the Plan over the financial year and charged in the accounts have 
been £1,908,000. The employer’s contribution rate was reviewed following the results of the scheme valuation 
as at 6 April 2003 and was increased to 13.5% with effect from 1 August 2003. 
 
The transitional arrangements of FRS17 require disclosure of assets and liabilities as at 31 July 2005 
calculated in accordance with the requirements of FRS 17. They also require disclosure of the items that 
would appear in the income and expenditure account and in the statement of total recognised gains and 
losses were the full requirements of FRS17 in place. For the purpose of these financial statements, these 
figures are illustrative only and do not impact on the actual 31 July 2005 balance sheet or on this year's 
performance statements.  
 
The assets of the scheme have been taken at market value and the liabilities have been calculated using the 
following principal actuarial assumptions: 
 

31 July 31 July
2005 2004

% per annum % per annum

       Inflation 2.75 2.75
       Salary increases 3.75 3.75
       Rate of discount for scheme liabilities 5.00 5.75
       Increases to pensions in payment 3.00 3.00
       Revaluation rate for deferred pensioners 2.75 2.75
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28  Pension Costs (continued) 
 
(b) University of Durham Retirement Benefits Plan (1969) - continued 

 
       The assets of the scheme were invested as follows: 31 July 31 July

2005 2004
% %

       Equities 79 83
       Bonds and cash 21 17

       The expected long-term rate of return over the following year is: 31 July 31 July
2005 2004

% %

       Equities 6.25 6.25
       Bonds and cash 4.50 4.75
 
On this basis the illustrative figures give the results shown below: 
 
       Illustrative charge to the income and expenditure account over the financial year

2004/05 2003/04
£'000 £'000

       Operating Charge
       Current service cost (1,582) (1,704)
       Past service cost (504) (179)
       Other Finance Income
       Interest on pension scheme liabilities (2,553) (2,557)
       Expected return on pension scheme assets 2,195 1,914

(358) (643)

      Total Cost (2,444) (2,526)

31 July 31 July
2005 2004
£000 £000

      Net assets excluding pension liability 151,603 133,156
      Pension liability (9,355) (8,300)

      Net assets including pension liability 142,248 124,856

      General reserve excluding pension reserve 44,930 39,966
      Pension reserve (9,355) (8,300)

      General reserve including pension reserve 35,575 31,666
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28  Pension Costs - continued 
 
b) University of Durham Retirement Benefits Plan (1969) - continued 

 
       Illustrative amounts included in the statement of total recognised 31 July
       gains and losses 2005

2004/05 % of
£'000 scheme

assets or
liabilities

       Difference between expected and actual return on assets 5,861 13.0

       Experience gains and losses arising on the scheme liabilities (118) 0.2

       Effects of changes in the demographic and financial assumptions
       underlying the present value of the scheme liabilities (6,766) 12.4

       Total (1,023)

       Illustrative balance sheet figures
31 July 31 July

2005 2004
£'000 £'000

       Pension assets 45,062 35,957

       Pension liabilities (54,417) (44,257)

       Net pension liability (9,355) (8,300)

       Movement in illustrative balance sheet liability during the year
31 July 31 July

2005 2004
£'000 £'000

       Deficit at 1 August (8,300) (13,476)

       Current service cost (1,582) (1,704)
       Estimated contributions 2,412 1,092
       Past service costs (504) (179)
       Net finance charge (358) (643)
       Actuarial (loss)/gain (1,023) 6,610

       Deficit at 31 July (9,355) (8,300)
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29 Capital Commitments

31 July 31 July 31 July 31 July
2005 2004 2005 2004
£000  £000 £000  £000

Commitments Approved 27,855 52,796 27,855 52,796

UniversityConsolidated 

 
 
 
30 Financial Commitments

         At 31 July 2005 the University had annual commitments under non-cancellable operating leases 
        and other financial commitments, as follows:

31 July 31 July
2005 2004

         a) Leases expiring: £000 £000

         Within one year 3 37
         Between two and five years 3 6
         Over five years 199 12

        b) Other financial commitments:

         Between two and five years -       -          
         Over five years 3,041 2,805  
 
 
31  Contingent Liabilities 
 
The final account submitted by the contractor appointed to construct a building that was completed during 
2003/04 has not yet been settled. The University's view is that all sums owing to the contractor have been 
paid and consequently there is no provision for payment of a further sum to the contractor in these financial 
statements. The sum at issue is £1.7 million which represents the University’s maximum financial exposure 
in this matter. Any further payment would have the effect of increasing the cost to the University of the 
building in question, which is included in land and buildings in note 12. 
 
 
32  Related Party Transactions 
 
Due to the nature of the University's operations and the composition of Council (being drawn from local 
public and private organisations) it is inevitable that transactions will take place with organisations in which a 
member of Council may have an interest. All transactions involving organisations in which a member of 
Council may have an interest are conducted at arms' length and in accordance with the University's financial 
regulations and normal procurement procedures. The following transactions were identified for disclosure 
under Financial Reporting Standard 8 : Related Party Disclosures: 
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32 Related Party Transactions - continued Sales Purchases

£'000 £'000

Business Link Co Durham 15 -               
Co Durham Development Company -                 5
Durham County Council 167 272
Durham Students Union -                 69
Go Ahead Group plc 12             -               
Helena Biosciences -                 14
Nstar Ltd 7 -               
St Chad's College 46 340
St John's College 129 491
Stockton on Tees Council 124
Student Community Action 2 39

 
The University makes payments on behalf of and is re-imbursed by Durham Students Union (“DSU”). 
The University exercises no control over the affairs of DSU. At 31 July 2005 £217,000 was owed to the 
University by DSU (2004 : £213,000) and is included in Debtors (note 16). 
 
 
 
33  External Funds

(a) Access Funds 2004/05 2003/04
£000  £000

Funding Council Grants 579 584
Interest Earned 9 7

588 591

Disbursed to Students (588) (591)

Balance at 31 July -      -       
 
Included in Creditors falling due within one year (note 17) is £23,000 relating to hardship loans 
granted to students which have been repaid. This sum is therefore available for issue as further 
loans to students.  
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33  External Funds - continued 
 
(b) TTA Bursaries 2004/05 2003/04

£000  £000

Funding Council Grants 2,039 2,229

Administration fee 42 43
Payments to trainees 1,886 2,123

1,928 2,166

Due for recovery by TTA (included in Creditors note 17) 111 63  
 
Access grants and TTA bursaries are provided by the Funding Council Grants and are available 
solely for students: the University acts only as paying agent. These grants and bursaries and the  
related payments are therefore excluded from the University's Income and Expenditure Account.  
 
 
 
34  Investments in subsidiary companies

The Companies in which the University has a major interest, and whose results are consolidated in these 
statements, are as follows:

Name Principal Activities

Durham University Investments Ltd Intermediate Holding Company 100% Ordinary Shares

Mountjoy Research Company Ltd * Property Ownership & Management 100% Ordinary Shares

Durham University Developments Ltd * Property Trading 100% Ordinary Shares

Durham University Science Park Not Commenced Trading 100% Ordinary Shares
Management Company Ltd *

Durham Utilities Company Ltd  * No longer trading 100% Ordinary Shares

Durham University Conference and Provision of Conference and 100% Ordinary Shares
Tourism Ltd   * Tourist Facilities  

Library Services ( Durham) Ltd Provision of Library Services 100% Ordinary Shares

North East Microelectronics Centre Ltd  * No longer trading 100% Ordinary Shares
 

*  These shares are held indirectly

Percentage of Shares
and Class
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34.  Investments in subsidiary companies (continued) 

The University also held investments in the following companies which have been set up to carry out spin-off 
businesses. The results of these companies are not included in the consolidated statements:

Durham Incubation Limited ** 75.0% Ordinary Shares
Creative Gene Technology Limited *** 24.9% Ordinary Shares
Durham Scientific Crystals Limited *** 24.0% Ordinary Shares
Geospatial Research Limited *** 24.0% Ordinary Shares
Lyrachem Limited *** 24.0% Ordinary Shares
Re-innervate Limited *** 24.0% Ordinary Shares
Durham Pipeline Technology Limited *** 23.1% Ordinary Shares
Evolving Generation Limited*** 20.8% Ordinary Shares
Concept Analyst Limited *** 20.0% Ordinary Shares
Virtual Centre.Com Limited 15.0% Ordinary Shares
Durham Magneto Optics Limited 15.0% Ordinary Shares
Saba Prams Limited 13.0% Ordinary Shares
Ingenia Technology Limited 10.0% Ordinary Shares
Surface Innovations Limited 10.0% Ordinary Shares
P2i Limited  3.5% Ordinary Shares
Mindmaker Limited  1.0% Ordinary Shares
** Not consolidated because the results of these companies are not material
*** Not consolidated because at 31 July 2005 the University did not exercise effective control over 
    these companies.

The University also held investments in the following companies which are being set up to carry out spin-off
businesses but whose shareholding is not yet agreed and which have not yet commenced trading:

Durham Incubation Nos 3 to 6

The University also holds an investment in a company established jointly by several Universities to provide
a service in the areas of advertising, communications and recruitment:
Adsfab Limited 3% Ordinary Class C shares

(non-voting)
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