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ASTON UNVERSITY - TREASURER'S REPORT
the region; and Business and Learning
Connections, which will deliver learning and
training material via the broadband network to a
number of centres across the region (£423,000);
 further expansion of Knowledge Transfer
Partnerships (formerly Teaching Company
Schemes) activity (up £267,000 to £866,000);
and
 growth in consultancy, short course and
professional development programmes.

Scope of the Financial Statements
The Financial Statements for the year ended 31
July 2003 comprise the results of the whole
University, other than those for the Students' Guild
which are reported separately and include its three
subsidiary companies:
 Aston Technical, Management and Planning
Services Limited, which continues to facilitate
commercial activities relating to the Lakeside
residences;
 Conference Aston, which manages the
University’s conference activities; and
 Aston Academy of Life Sciences Limited, a new
subsidiary which has yet to commence trading

Income from research contracts has reduced by
some 10%, but the current capital investment
programme and targeting of research grant bids
will provide a sound base from which to reverse
this trend. The projects underway include:
 the Aston Academy of Life Sciences (AALS),
which is due to open in April 2004;
 the expansion of the Aston Business School, due
for completion in September 2005;
 a new data and telephone network; and
 various smaller scale projects supported by
Advantage West Midlands

The Financial Statements have been prepared in
accordance with the Statement of Recommended
Practice (SORP): Accounting in Further and
Higher Education Institutions, using accounting
policies and estimation techniques which are
consistent with the prior year.
Results for the year

Overall capital expenditure has increased to
£11,904,000 this year, compared with £3,152,000
last year, but much of this increase has been funded
by way of grants from HEFCE and Advantage
West Midlands, which in total have risen from
£962,000 to £7,116,000.

The operating deficit before exceptional items
showed a 25% improvement over that for 2002,
reducing from £1,654,000 to £1,274,000. There
were no significant asset sales or other exceptional
items this year, and therefore there was an
historical cost deficit for the year of £147,000
(2001/02: a surplus of £2,306,000 after exceptional
income of £2,723,000).

Operating costs rose due to the increased levels of
activity, but these were reasonably controlled and
were lower than budgeted.
Moreover the
University has continued to address the
underfunding of Aston University Pension Scheme,
a problem faced by most employers in the country.
A further provision of £516,000 has been made in
accordance with SSAP 24, and steps are being
taken to stabilise the long-term position, with
proposals to reform the benefit structure.

Overall, income has increased by more than 7%,
reflecting higher student numbers (a 3% increase in
home and a 17% increase in overseas students in
attendance) and the University continues to
diversify its income base.
This move towards reducing its dependency on
HEFCE recurrent funding includes:

These factors have contributed to an operating
result which was better than budgeted.

 the first year of operations of two projects funded
by Advantage West Midlands: Graduate
Advantage, which supports placement and
employment for undergraduates and graduates in
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Cashflow and Investment Performance
For example, the expansion to the Aston Business
School will allow us to expand our post-graduate
activity in the School in modern, purpose-built
facilities.

We continue to benefit from a sound cashflow
position. At the year end, cash and liquid resources
were £18,462,000, which is slightly lower than the
previous year’s £19,560,000. This is after capital
expenditure, net of capital grants, of some
£4,800,000, and includes the deposit of £2 million
received for the sale of the Sumpner Building, the
completion of which was in October 2003.

The background to AALS as an academic unit for
teaching and research was set out in this report last
year. We have now formed a company which is
intended to undertake some of the planned spin-off
activities of the Academy, and further
opportunities for research and commercialisation
have been developed.

Investment income of £639,000 was generated,
which represents an average rate of return during
the year of 3.8% (4.4% in 2001/02).

The Business Partnership Unit has been
instrumental in winning several grants from
Advantage West Midlands (some £12 million in
total in the year). It will continue to have a key role
in the development of patents, license opportunities
and new spin-out companies in AALS and other
projects, resulting in income generating
opportunities and enhanced employment potential
within the West Midlands.

Corporate Governance
The Financial Statements include a statement
confirming the University's commitment to best
practice in all aspects of Corporate Governance.
Further progress has been in the year such that the
University considers that it now complies with the
internal control guidance for directors in the
Combined Code on Corporate Governance issued
by the London Stock Exchange, as deemed
appropriate for higher education.

The University’s financial position remains
healthy, with a further increase in cash resources in
October 2003 from the sale of the Sumpner
Building, which enables Matthew Boulton College
to relocate to the campus from September 2005.
There is no reason to believe that the University’s
financial health will change over the foreseeable
future.

Outlook
The University’s three key strategic aims remain:
•
•
•

To aim for 5* ratings in the next Research
Assessment Exercise, whilst at least gaining 5
ratings in each unit of assessment;
To emphasise the expansion of postgraduate
taught programmes, and further growth in
international student numbers;
To promote increased generation of nonHEFCE income through commercialisation of
research opportunities, the exploitation of IPR,
and formation of further spin-out companies,
and to initiate development fundraising.

The substantial development project programme
underway and well into the implementation phase
now, is expected to contribute to operating
performance and growth on a broad front from the
end of 2005. This programme extends from the
improvement of infrastructure support to the
enhancement of core academic capacity. However,
it is not expected that there will be a return to an
operating surplus until 2006 when the new
activities are fully established. The University’s
finances are well controlled and should continue to
provide a foundation for managed growth and
diversification.

The major ongoing capital investment programme
highlighted above is important for achieving these
aims, as each project is providing an infrastructure
and resources that relate directly to one or more
these three aims.
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The challenge is to encourage innovation and
entrepreneurship without exposing the University
to undue risk either by over-committing resources
or failing to manage development projects and
growing diversification. Systematic practices and
procedures have been introduced for project
management to ensure that there is effective
control.

Dr J Parnaby
Honorary Treasurer
30 October 2003
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The University is committed to exhibiting best
practice in all aspects of corporate governance.
This summary describes the manner in which the
University has applied the principles set out in
Section 1 of the Combined Code on Corporate
Governance issued by the London Stock
Exchange in June 1998. Its purpose is to help the
reader of the financial statements understand how
the principles have been applied.

the role of the University's Chief Executive, the
Vice-Chancellor. The matters specifically
reserved to the Council for decision are set out in
the Statutes of the University, by custom and
under the Financial Memorandum with the
Higher Education Funding Council for England.
The Council holds to itself the responsibilities for
approving plans for the ongoing strategic
direction of the University, approval of major
developments and the receipt of regular reports
from Executive Officers on the day-to-day
operations of its business and its subsidiary
companies.

The University's Council is responsible for the
University's system of internal control and for
reviewing its effectiveness. Such a system is
designed to manage, rather than eliminate, the
risk of failure to achieve business objectives and
can only provide reasonable and not absolute
assurance against material misstatement or loss.

The Council meets six times a year and has
several Committees, including a Strategic
Planning Committee, an Academic Planning and
Resources Committee, a Finance Committee, a
Nominations Committee, a Remuneration
Committee, and an Audit Committee.

The Council is of the view that there is an
ongoing process for identifying and evaluating
the University's significant risks, which has been
in place for the year ended 31 July 2003 and up
to the date of approval of the annual report and
accounts. The development of the procedures for
managing these risks was completed in May
2003. By that date, the risk register had been
updated to indicate:

All of these Committees are formally constituted
with terms of reference. With the exception of
the Academic Planning and Resources
Committee, they comprise mainly lay members of
Council or independent co-opted members, one
of whom is the Chair.

• the principal control and monitoring
procedures;
• the timing of these procedures; and
• those responsible for them.

In respect of its strategic and development
responsibilities,
the
Council
receives
recommendations and advice from the Strategic
Planning and Academic Planning and Resources
Committees, the former a joint committee of the
Council and of the Senate, the body responsible
for the University’s academic affairs.
The
Academic Planning and Resources Committee’s
membership includes four lay members appointed
by the Council from amongst its members.

The risk register was supplemented by a detailed
register for the major projects in progress.
In addition Internal Audit has undertaken a
review of the University’s procedures for risk
management and of the underlying control and
monitoring processes.

The Finance Committee inter alia recommends to
Council the University's annual revenue and
capital budgets, and monitors performance both
in respect of operations and of developments
against to the approved budgets.

The Council therefore is of the opinion that the
necessary procedures have been in place from
May 2003 up to the date of approval of the
annual report and accounts. The overall process is
reviewed regularly by the Council and accords
with the internal control guidance for directors in
the Combined Code as deemed appropriate for
higher education. It is intended that there will be
further development of the embedding of risk
management processes within the University, and
a review of the role of the Risk Management
Steering Group.

The
Nominations
Committee
considers
nominations for co-opted vacancies in the
Council membership under the relevant Statute.
A majority of lay members is appointed by
external bodies, including the Privy Council.
Those lay members are eligible for reappointment by the relevant bodies when they
retire by rotation.

The University's Council comprises lay members,
students and employees appointed under the
Statutes of the University, the majority of whom
are non-executive. The roles of Chancellor and
Pro-Chancellor of the Council are separated from

The Remuneration Committee determines the
remuneration of the most senior staff, including
the Vice-Chancellor.
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The Audit Committee meets at least three times a
year with the University’s external auditors and
the internal auditor in attendance. The Committee
considers detailed reports together with
recommendations for the improvement of the
University’s systems of internal control and
management’s responses and implementation
plans. It also receives and considers reports from
the Higher Education Funding Council for
England as they affect the University's business
and monitor adherence with the regulatory
requirements. Whilst senior officers attend
meetings of the Audit Committee as necessary,
they are not members of the Committee, and once
a year the Committee meets with the external
auditors on their own for independent
discussions.
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ASTON UNIVERSITY - STATEMENT OF THE COUNCIL’S
RESPONSIBILITIES
•

In accordance with the University's Charter
of Incorporation, the Council is responsible
for the management and administration of
the University’s affairs, including ensuring
an effective system of internal control, and
is required to present audited financial
statements for each financial year.
The Council is responsible for keeping
proper accounting records which disclose
with reasonable accuracy at any time the
financial position of the University and to
enable it to ensure that the financial
statements are prepared in accordance with
the University’s Charter, the Statement of
Recommended Practice on Accounting in
Further and Higher Education Institutions
and other relevant accounting standards. In
addition, within the terms and conditions of
a Financial Memorandum agreed between
the Higher Education Funding Council for
England (HEFCE) 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 University’s state of affairs and
of the surplus or deficit and cash flows for
that year.

The Council has taken reasonable steps to:

In causing the financial statements to be
prepared, the Council has ensured that:
•

suitable accounting policies are
selected and applied consistently;

•

judgements and estimates are made
that are reasonable and prudent;

•

applicable accounting standards have
been followed, subject to any material
departures disclosed and explained in
the financial statements;

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.

•

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 with the HEFCE and
any other conditions which the
HEFCE 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;

•

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:
•
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clear definitions of the responsibilities
of, and the authority delegated to,
heads of academic and administrative
departments;

ASTON UNIVERSITY - STATEMENT OF THE COUNCIL’S
RESPONSIBILITIES
•

a comprehensive medium and shortterm planning process, supplemented
by
detailed
annual
income,
expenditure, capital and cash flow
budgets;

•

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 approval levels set by the
Council;

•

comprehensive Financial Regulations,
detailing financial controls and
procedures, approved by the Audit and
Finance Committees;

•

a professional Internal Audit team
whose annual programme is approved
by the Audit Committee and Council
and whose head provides the Council
with a report on internal audit activity
within the University and an opinion
on the adequacy and effectiveness of
internal control, including 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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INDEPENDENT AUDITORS’ REPORT TO THE COUNCIL OF
ASTON UNIVERSITY
We have audited the financial statements on pages 12 to 32 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 on pages 12 to 15.
This report is made solely to the Council, in accordance with the Charter and Statutes
of the University. Our audit work has been undertaken so that we might state to the
Council those matters we are required to state to it in an auditor’s 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, for our audit work, for this report, or
for the opinions we have formed.

Respective Responsibilities of the University’s Council and the
auditors
The University’s Council is responsible for preparing the financial statements. Our
responsibilities as independent auditors are established by statute, the Auditing
Practices Board, the Higher Education Funding Council for England and our
profession's ethical guidance.
We report to you our opinion as to whether the financial statements give a true and
fair view and are properly prepared in accordance with the Statement of
Recommended Practice on Accounting in Further and Higher Education Institutions.
We also report to you whether income from funding bodies, grants and income for
specific purposes and from other restricted funds administered by the University have
been properly applied only for the purposes for which they were received and whether
income has been applied in accordance with the Statutes and, where appropriate, with
the Financial Memorandum with the Higher Education Funding Council for England.
We also report to you if, in our opinion, the Treasurer’s Report is not consistent with
the financial statements, if the University 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 Annual Report (including the
corporate governance statement), and consider the implications for our report if we
become aware of any apparent misstatements within it.

Basis of Opinion
We conducted our audit in accordance with Auditing Standards issued by the
Auditing Practices Board and the Audit Code of Practice issued by the Higher
Education Funding Council for England. An audit includes examination, on a test
basis, of evidence relevant to the amounts and disclosures in the financial statements.
It also includes an assessment of the significant estimates and judgements made by the
University’s Council in the preparation of the financial statements and of whether the
accounting policies are appropriate to the institution's circumstances, consistently
applied and adequately disclosed.
We planned and performed our audit so as to obtain all the information and
explanations that 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.
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ASTON UNIVERSITY
Opinion
In our opinion:
a. the financial statements give a true and fair view of the state of affairs of the

University and the group as at 31 July 2003 and of the result and cash flows for the
year then ended and have been properly prepared in accordance with the Statement
of Recommended Practice on Accounting in Further and Higher Education
Institutions;
b. in all material respects, income from the Higher Education Funding Council for
England, grants and income for specific purposes and from other restricted funds
administered by the University have been applied for the purposes for which they
were received;
c. in all material respects, income has been applied in accordance with the
University’s statutes and, where appropriate, with the financial memorandum with
the Higher Education Funding Council for England.
30 October 2003

KPMG LLP
Chartered Accountants
Registered Auditors
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ASTON UNIVERSITY
STATEMENT OF PRINCIPAL ACCOUNTING POLICIES AND
ESTIMATION TECHNIQUES
1.

Basis of preparation

These financial statements have been prepared in accordance with the statement of
recommended practice (SORP): Accounting for Further and Higher Education Institutions and
in accordance with applicable Accounting Standards. They conform to guidance published by
the Higher Education Funding Council.

2.

Basis of accounting

The financial statements are prepared under the historical cost convention modified by the
revaluation of certain fixed assets and investments, and are prepared on the going concern
basis.

3.

Basis of consolidation

The consolidated financial statements include the University and its subsidiary undertakings,
Aston Technical, Management and Planning Services Limited, Conference Aston and Aston
Academy of Life Sciences Limited.
Intra-group sales and profits are eliminated fully on consolidation.
In accordance with FRS 2, the activities of the Aston Students Guild have not been
consolidated because the University does not control those activities.

4.

Recognition of income

Income from research grants, contracts and other services rendered is included to the extent of
the equivalent expenditure incurred during the year and any related contributions towards
overhead costs. All income from short-term deposits is credited to the income and
expenditure account in the period in which it is earned.
Income from specific endowments and donations is included to the extent of the relevant
expenditure incurred during the year, together with any related contributions towards
overhead costs.
Recurrent grants from the Funding Councils are recognised in the period in which they are
receivable.
Non-recurrent grants from Funding Councils or other bodies received in respect of the
acquisition or construction of fixed assets are treated as deferred capital grants and amortised
in line with depreciation over the life of the assets.

5.

Maintenance of premises

The University has a ten-year rolling long-term maintenance plan, which forms the basis of
the ongoing maintenance of the estate. The cost of long term and routine corrective
maintenance is charged to the income and expenditure account as incurred.
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6.

Foreign currency translation

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.

7.

Pension schemes

Retirement benefits for most employees of the University are provided by The Universities
Superannuation Scheme (USS) and Aston University Pension scheme (AUPS). These are
defined benefit schemes which are externally funded and contracted out of the State Earnings
Related Pension Scheme. Contributions to the schemes are charged to the income and
expenditure account so as to spread the cost of pensions over employee’s working lives with
the University in such a way that the pension cost is a substantially level percentage of present
and future pensionable payroll. Variations from regular costs are spread over the expected
average remaining working lifetime of members of the schemes after making allowances for
further withdrawals.
A small number of employees are members of defined contribution schemes, where the
contributions paid by the University are charged in the year in which are payable.
The University has adopted the transitional rules for the application of FRS 17, Retirement
Benefits, with the relevant disclosures included in note 30.

8.
a.

Tangible fixed assets
Land and buildings

Land and buildings are included in the Balance Sheet at valuation with effect from 1 August
1994, previously shown at cost, with subsequent additions at cost. The valuation was
performed by Chartered Surveyors DTZ Debenham Thorpe on the basis of depreciated
replacement cost for the main campus together with open market value for properties offcampus. The total valuation at the time amounted to £52.8 million and the resulting £41.1
million excess over net book value was taken to the Revaluation Reserve. On disposal, any
valuation surplus realised is transferred from the Revaluation Reserve to the Income and
Expenditure account.
Land is held freehold and is not depreciated as it is considered to have an indefinite useful
life. Buildings are depreciated over their expected useful lives of up to 50 years, while
building improvements and adaptations are depreciated over 10 years.
Where buildings are acquired with the aid of specific grants they are capitalised and
depreciated as above. The related grants are treated as deferred capital grants in the Balance
Sheet and released to income over the expected useful life of the buildings.
Finance costs which are directly attributable to the construction of land and buildings have
been capitalised as part of the cost of those assets.
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.
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Buildings 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.
In accordance with FRS 15 the University has opted to take the one-off opportunity to freeze
the valuations at the date of the implementation of FRS15 for the first time.
b Equipment
Equipment costing less than £500 (£15,000 until 31 July 1999) per individual item is written
off to the income and expenditure account in the year of acquisition. All other equipment is
capitalised at cost. Capitalised equipment is depreciated over its useful economic life as
follows:

Mainframe Computer Equipment and Software
Motor Vehicles and General Office Equipment
PC Computer Equipment/Software

Assets acquired
after 31 July
1999
20% pa
25% pa
33% pa

Assets acquired
before 1
August 1999
33 1/3 pa
33 1/3 pa
33 1/3 pa

Where equipment is acquired with the aid of specific grants it is capitalised and depreciated in
accordance with the above policy, with the related grant being credited to a deferred capital
grant account and released to income and expenditure account over the expected useful
economic life of the related equipment.

9.

Leased assets

Costs in respect of operating leases are charged on a straight line basis over the lease term.
Leasing agreements that transfer to the University substantially all the benefits and risks of
ownership of an asset are treated as if the asset had been purchased outright. The assets are
included in fixed assets and the capital element of the leasing commitments is shown as
obligations under finance leases. The lease rentals are treated as consisting of capital and
interest elements. The capital element is applied to reduce the outstanding obligations and the
interest element is charged to the income and expenditure account in proportion to the
reducing capital element outstanding. Assets held under finance leases are depreciated over
the shorter of the lease term or the useful economic lives of equivalent owned assets.
Assets which are held under hire purchase contracts which have the characteristics of finance
leases are depreciated over their useful lives.
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