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OPERATING AND FINANCIAL REVIEW

(REPORT OF THE GOVERNING BODY)

2012-13 FINANCIAL STATEMENTS

Institution’s strategy and objectives
1.1 Vision and mission

The University’s new strategic plan is driven by key vision, purpose and value stalements.
Our Vision:

To be internationally recognised for a creative approach to education that has practical outcomes which benefit
people and communities.

Our Purpose:

To develop potential, transform lives and improve the world around us. To be led by learning in alf that we do:
enabling others to learn, continually learning ourselves and pushing the boundaries of learning through
teaching, research and enterprise and professional practice

We Value:

+  Rigour, curiosity, excellence and originality
« Innovation, creativity and enterprise

s  Consideration, courtesy and collegiality

+  Breadth, diversity and individuality

1.2 Strafegic plan

Under the leadership of Vice-Chancellor Professor Julius Weinberg, the University continues o respond to
significant changes in higher education. Following extensive consultation with internal and external stakeholders
a new strategic plan Led by Learning was launched in March 2012, Its key goals are grouped under the
headings

. Learning, Enquiry and Praclice

¢  Enriching lives

+ Respect for Individuals, communities and environment

This overarching strategy is underpinned by core academic strategies for education, research and enterprise
and there are six further supporting strategies dealing with people, finance, estates, communications,
information and civic engagement.

1.3 Financial strategy

A new financial strategy was approved by the Board of Governors on 14 March 2012 to support Led by
Learning. The aim of the strategy is to ensure that the Universily’s full economic cosis are covered by its
income, that sufficient reserves are maintained and that the liquidity position will meet the University's operating
requirements.

The strategy defines a number of key performance measures (KPMs). Four of these measures are denoted key
performance indicators (KPIs) and these four are selected as front-line mandatory ratios in determining success
in achieving the financial strategy:

+ Historic cost surplus as a percentage of fees and funding (4% in any one year and 5% rolling three year
basis)

+ Annualised servicing costs of no more than 4% per annum

«  External borrowing as a multiple of EBITDA set at a ceiling of 4.0

+  Net liquidity of at least 90 days.
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Achievements and successes

The University has consistently achieved against its strategic objectives through to 2012/13. The current year
has seen enroiment of the first cohort of students under the new fees regime. They have alse been subject to
higher academic tariffs (entry grades)} as part of Led by Learning's strategy to ensure academic quality and
student success. Although student enrolment targets were not met, the cost base of the University has been
carefully managed to secure a strong financial result for the year. The management of costs continues into
2013/14, with £3.5m budget reductions secured. A significant success is the recruitment of overseas students
where the target income of £24.5m was achieved in a competitive highly regulated market.

During 2011/12, the University undertook a major review of ils taught undergraduate and postgraduate provision
in order to enhance significantly the experience of students and staff and to improve performance against
student satisfaction, progression, achievement and graduate outcomes. During 2012/13, the recommendations
of this Review of the Academic Framework ware implemented for the start of the academic year 2013/14,

A new staff performance appraisal process, with objectives linked to Universily strategy and the resulting
requirements for change has been successfully introduced. Following University-wide consultation, agreement
has also been reached with staff representalives over the main elements of proposals which aim to ensure all
academic colleagues are able to develop well-rounded careers, with the appropriate rewards, through teaching,
research, enterprise, professional practice and academic leadership.

On the estates and infrastructure side, significant preparation has taken place in 2012/13 to plan and schedule
a significant proposed investment. A design competition has been held to choose an architectural practice to
design a new signature building on the Penrhyn Road Campus to replace the Town House, An independent
review of information systems has been undertaken and the first stage of a major project is underway to provide
the University with a robust IT infrastructure to support learning, teaching, research and administration.

In a year with many other pressing academic demands, the University has made external research funding
applications at a similar fevel to last year. Research awards always have a reporting lag due to the
administrative processes involved, but during that lag period the University has already exceeded this year's
annual award target (including contract research and KTPs), with other awards in period being processed.

The Facuity of Science, Engineering and Computing has performed particularly well. The engineering schools
have been the recipients of two of the University's largest awards in recent years, under different EU Marie
Curie schemes. They have secured both a €798,580 share in a €2.87m industry-acaderia staff exchange
scheme lo study advanced top nano-coatings with improved aerodynamic and de-icing behaviour and a €1.76m
student training grant. Such large awards enhance Kingston's reputation for managing such awards and the
likelihood of winning further support.

In addition to over £2m from the EU, the University has also been awarded over £0.5m by UK Research
Councils and over £0.4m from UK charilies so far this year. KTP applications are increasing in number and
KTP awards this year have made a significant contribution fo around £0.4m in research awards from industrial
sources.

Having successfully passed the first stage of a bid for an Arls and Humanities Research Council (AHRC) block
grant in support of postgraduate research, a full application was submitted in January through a consortium
including RHUL., Surrey, University of the Ars London, the RCA, Brighton, Central School of Speech and
Drama and Roehampton University. The outcome is expected in time to recruit students for October 2014, The
proposat is based on the idea of the practice-based doctoral degree applied across the broad spectrum of the
arts and humanities. A separate bid for a smaller, more focussed block grant in design was also submitted
jointly with the RCA and the University of the Arts London.

In terms of enterprise, the Higher Education — Business and Community Interaction Survey: 2011/12 reported
that Kingston University continues to produce the most graduate start-up companies in the UK. Kingston
students established 201 companies during 2011/12, up from 179 the year before, ahead of the University of
Lancaster (191) and the Royal College of Art (150). It also showed that start-ups supported by Kingston
University have the equivalent of 2,216 full-time staff on their books, considerably more than for those launched
with help from universities elsewhere. Kingsion also ranks second for graduate start-up turnover, with firms
generating turnover of £30 million, rising from £27 million in 2010-11.
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The University launched its first social enterprise spin out company, Bridges Self-Management Lid, successiully
atiracting external investment from a previous husiness mentor. The Bridges stroke self-rmanagement
programme was developed from research by Dr Fiona Jones in the Faculty of Health, Social Care and
Education in response to the need for improved longer-term support for stroke survivors.

Kingston University was selected to be a partner in Creativeworks London, a new £4m creative collaboration
funded by the Arts and Humanities Research Council {AHRG). The four-year project wifl see a consortium of
London-based universities and cultural institutions help to boost creative businesses in the capital by nururing
new partnerships and commercial opporiunities between academia and businesses in fields such as digital
media, fashion, music and visual arts.

Public benefit statement

Kingston University's legat status is that of a higher education corporation but it is also an exempt charity under
the Education Reform Act 1988, s125A (as amended by the Charities Act 2011) and subject to monitoring by
the Higher Education Funding Council for England (HEFCE) in its role as principal regulator under the terms of
the Charilies Act 2011, s25. These acls require the Universily to demonstrate clearly the public benefits it
provides and that these are related to the aims of the University. The University has had due regard to the
Charity Commission’s guidance on public benefit.

As both a charity and a higher education corporation, the University makes a significant contribution o several
of the charitable purposas set out in the Charities Act 2011, s3. In addition to the advancement of education
these include;

¢ The advancement of the arts, culture, heritage or science

¢ The advancement of heaith or the saving of lives

e The advancement of citizenship or community development

¢  The advancement of amateur sport

* The advancement of environmental protection or improvement

¢ The relief of those in need by reason of age, il health, disability, financial hardship, or other
disadvantage and

& The prevention or relief of poverty.

The governing body is aware of its responsibilities in relation to charitable purposes in making decisions on the
University's educational character and mission and in relation to the effective and efficient use of resources. it
has considered the new Financial Memorandum and the role of the Principal Regulator and has recently
implemented a new strategic plan, Led by Learning.

To deliver its mission {outlined in 1.1} Kingston has developed as a comprehensive university — with a wide
range of subjects taught at all levels and with a diverse student body. The University is proud of its past as a
polytechnic, from which enduring commitments to widening participation and vocational and professional
preparation are derived. It is ambitious for its fulure as a university with a growing research reputation and
internalional presence.

Civic engagement

Kingston University is an outward-looking institution. Developing good relationships with and providing benefit
for the community is enshrined at the heart of Led by Learning, which states that the Universily believes in
‘respect for individuals, communities and our environment'. The strategy specifies that the University will work
closely with local and regional communities to develop an engaged civic university and one of the University's
six supporting strategies underpins this.
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The University's community-facing aclivity is diverse and occurs widely across the institution. It encompasses
high level strategic activily as well as work in the community, including student volunteering, public evenls
organisation and support for the local economy.

Kingston University is closely involved with a range of organisations 1o support and enhance local educational,
business and cultural interests. The University is a partner, with Kingston Council and Kingston College, in
developing a new secondary school in North Kingston, due to open in 2015.

With an annual budget of about £200m and more than 2,500 staff, Kingston University is one of the town’s
largest employers, contributing significantly to the local economy: an estimated £500m annually.

The University's academics and researchers provide knowledge and expertise to local organisations such as
Hampton Court Palace and the Metropolitan Police to help them innovate and become more competitive.

Every year more than 6,000 students graduate from the University, providing a much-needed skilled workforce
for the region. The University is very proud that the 2013 HE — Business and Community Interaction Survey
showed that Kingston graduates generated the most start-up companies of any UK HE institution for the fourth
year rinning.

The University contributes significantly to the region's cultural, educational and social life through public
lectures, exhibitions and performances and by opening up its sporting, health, conference and specialist
facilities to local residents, businesses and community organisations. The University was instrumental in
bringing the Rose Theatre to Kingston and continues to offer it financial and arlistic support.

Staff and students offer some 3,500 hours of service to good causes each year through an award-winning
volunteering scheme run by the Students’ Union. The University also has an extensive programme of school
visits, offering educational support and encouraging local children te aim for university, particularly those whose
family have no previous experience of higher education.

The University is committed o sustainable development, coming near the top of the Peaple and Pianet's Green
League Table and works with the local community on many environmental projects, such as cleaning up the
Hogsmifl River or recycling furniture.

Kingston is continuously upgrading its physical estate to the benefit of students, staff and visitors and aims to
develop a new, multi-million pound flagship building at its Penrhiyn Road Campus in the next few years.

Widening Participation

During 2012/13, the University has disbursed over £2m to new entrants who meet the University's eligibility
criteria for additional student support. The University has broaden the criteria for its Kingston Scholarships
because initial applications were insufficient to meet expenditure commitments.

During 2012/13 the University has established an Access Working Group which aims to move commitments
away from fee waivers and towards student support during the period students are with the University. In
addition to this, the University has committed to a tripling of expenditure on outreach and student success
activilies, starting from 2013/14. The Access Working Group has considered bids for new projects and activities
and has deployed all of this financial commitment.

These changes have been supported by OFFA and are aligned with the University’s Led by Learning Strategy
and its Revised Academic Framework.
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5. Regulatory and competitive environment

The University's main sources of income reflect the nature of the regulatory and competitive environment in
which it operates. In 2012/13 83.8% of its income (84.3% in 2011/12) came from funding agencies’ grants,
tuition fee income and education contracts. The major proportion of this income, 77.0% (77.5% in 2011/12)
relates to teaching income, both funding and fees, for the provision of education to full-time UK and EU
students. The student numbers are regulated through contracts with the funding agencies, mainly HEFCE, who
will determine the number of students eligible for funding. The University must meet student number controls to
avoid financial penalties. HEFCE exercises much of this regulation through the Financial Memorandum. In
2012/13, 12.5% of income (11.6% in 2011/12) came from overseas students.

The government regulates the number of overseas students via UK Border Agency controls.

Kingston University, through its joint arrangement with St George's, University of London, operates the Faculty
of Health, Social Care and Education. The Faculty delivers innovative training programmes in pre-registration
adult nursing, midwifery and physiotherapy alongside a range of programmes contracted by NHS London. In
2012/13, 4.6% of University income (5.0% in 2011/12) was generated from NHS contracts.

6. Analysis of financial position

The overall financial position of the Universilty continues to be strong, with a sustainable surplus at a similar
level to 2011/12. The balance sheet and liquidity position remain strong during a transition period following the
introduction of higher fees and ahead of a significant investment programme.

Target 2012/13 2011/12
Surplus as % fee and funding income >5% 7.5% 7.5%
Annualised servicing costs as a % of income <4% 3.0% 3.4%
Net liquidity (days) >90 days 229 days 205 days
External borrowings as a multiple of EBITDA <4.0 1.7 1.8

The financial statements comprise the results of the activities channelled through the University as a legal entity
and give the consolidated results of the University and its subsidiary companies — Kingston University Service
Company Limited (KUSCO), Kingston University Enterprises Limited (KUEL), Kingston University Campus
Enterprises Limited (KUCEL) and Kingston University Press Limited (KUPL). KUSCO provides certain support
services to the University and its subsidiaries. KUEL underiakes activities which, for legal or commercial
reasons, are more appropriately channelled through a limited company. KUCEL was established to further
develop conference and vacation letting activity. Kingston University Press Limited handles the University's
printing and publishing activily. The slatements also include an apportionment of the surplus from a joint
arrangement in health and social care education with St George's, University of London.
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Overview of the financial result for the year

The University's financial perfoermance for the year to 31 July 2013 is summarised as follows:

Total Income

Total Expenditure

Historic cost surplus

Cashflow from operating activities

Cash at Bank and in hand

Increase in net assets excluding pensions liability
Increase in total reserves excluding pensions liability

2012/13
£000
202,686
192,145

11,249
24,073
113,770
10,076
12,342

2011/
£'000
203,33
182,47
11,56
24,57

101,760|

9,30
12,45

2

1
7
2
8

1
2

The total income of £203m is mainly received from two sources; HEFCE income and tuition fees. An analysis of

the income is shown in the chart below:

2012113

201112

1 Funding Council
Grants

¥ Tuition fees and
education contracts

11 Research Grants and
Contracts

11 Other income

1 Endowment and
investment income

1 Funding Council
Grants

11 Tuition fees and
education contracts

11 Research Grants and
Contracts

1 Other income

11 Endowment and
investment income

The total income level remains broadly constant although the movement between the income categories from

2011/12 are as follows:

Decrease in income:

Decrease in funding council grants
Increase in tuition fees and education contracts
Other movements

£000
-18,648
17,312
692

-644

The decrease in HEFCE funding and the increase in tuition fees results from the introduction of new fee
arrangements in higher education. For first year undergraduate students in 2012/13, the headline fee charged
was £8,500 (2011/12; £3,465). There is a consequent reduction in HEFCE funding for these students. The

number of undergraduate students fell by 1,300 from 2011/12.
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The total expenditure of £192,145k is categorised as follows:

2012113 201112

m Staff costs B Staffcosts

1 Other operating
expenses

Il Other operating
expenses

11 Interest payable Interest payable

¥ Depreciation 1 Depreciation

Total expenditure was reduced by £331k which included the following movements:

Movement in expendilure £'000
Increase in staff costs 782
Decrease in other operating expenses -2,035
Increase in interest payable 1,078
Decrease in depreciation charge -156
Decrease in expenditure -331

The increase in staff costs of £0.8m represents salary cost inflation of £2.4m, offset by a staff reduction of 27
FTEs (£1.5m). The decrease in operating expenses represents reduced franchising costs of £2.1m. The
increase in interest payable of £1m arises from the pension scheme adjustment (FRS17).

Capital expenditure

Expenditure on fixed assets totalled £6.2m, £3.3m of which was on freehold buildings. Improvements to the
estate continue to be carried out in accordance with the Campus Development Plan (CDP). Enhancements
made include the creation of a new retail area in the Kingston Hill Campus food store, which is operated by the
Students’ Union (£670k); refurbishment of the Avionics Building to provide additional studio space (£285k); and
replacement boilers at the Seething Wells residences (£192k). The University has also spent over £6m during
the year on estate maintenance.

Treasury management

Performance against the financial strategy KPls relaling to liquidily and borrowing capacity are summarised as
follows:
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Target 2012/13 201112
Net liquidity (days) <90 229 205
External borrowings as a multiple of EBITDA <4.0 1.7 1.8

Cash generated from operations amounted to £24.1m (£24.5m in 2011/12) with a year-end cash balance of
£113.7m (£101.7m in 2011/12). The average cash balance over the year was just under £108m. The treasury
management policy specifies the parameters within which surplus funds can be invested in terms of financial
standing of the institutions and monetary value and there is a clear process to handle variations to this policy
when it is necessary. All excess balances are invesled with secure UK and European banks over a range of
deposits from call accounts to 12-month placements.

The University's long-term debt amounts to £47.5m, summarised in the table below:

Rate Outstanding Repayment date
amount
£m
Barclays loan 4.84% 384 30.9.20
Finance leases 7.5% 9.1 1.4.19101.4.22

The Barclays loan funded the first stage of the campus development plan which is now substantially complete.
The finance leases relate to three halls of residence, Middle Mill, Kingston Bridge House and Chancellors.

In addition to the above commitment, the University has a PF| contract for the renovation and running of the
Clayhill halls of residence. The University pays a unitary charge of £2.1m per annum which escalates by no
more than 3% per annum. The renovation costs relating to this agreement are not included on the balance
sheet, in accordance with FRS5.

Financial outlook

The universily has generated substantial surpluses for the last five years as shown in the table below:

£m 2008/09 2009/10 2010/11 201112 2012/13
Historical cost surplus 12.0 16.7 20.6 11.6 11.3
Cash generated from 219 243 27.4 26.1 24.0
operalions

The Board of Governors approved a methodology o review the going concern of the University at its meeting in
July 2012, The review was undertaken in accordance with recommendations from the Financial Sustainability
Strategy Group, as included in the report “assessing the sustainability of higher education institutions” prepared
by JM Consulting. This recommends the governing body undertakes an internal review of sustainability and
that this is recorded in the annual report.

The recruitment levels for home/EU and overseas students are being closely monitored and the University plans
to meel the financial strategy target surplus level of 5% minimum fee and funding income for 2013/14.
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Performance and operation of the University

The University monitors performance across the range of its activity through a suite of performance indicators
derived from Kingston's strategic objectives. The Board of Governors agreed a set of 10 key performance
indicators {KPls) in 2006 and these were reviewed in 2009 in the light of CUC guidance on the use of
performance indicators in University governance.

A new framework of performance indicators was implemented in 2012/13 following the launch of Led by
Learning. The list of University-tevel performance indicators has been revised and extended to 15, with some of
these disaggregated to faculty and course level for internat management purposes.

In addition o a review of the definitions and targets for each Indicator, the schedule of updates has heen
smoothed into an annual cycle. The process still provides an annual review of progress, which aims to give
assurance of the institution's sustainabifity, but individual indicators are also closely monitored throughout the
year.

At each of five Board of Governors meetings per year, detailed updates of two, three or four performance
indicators are discussed. The updates comprise the latest data in a time series, a faculty by faculty breakdown
(where appropriate) and an external sector comparison. A brief description of the actions to effect further
improvement is also provided in each indicator's one-page summary. Prior to reaching the Board of Governors,
these updates are considered by the senior management team and a red, amber or green flag is associated
with the update.

10
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University-Level Key Performance Indicators
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The position at the end of June 2013 revealed one KPI (graduate prospects) flagged as red which is
commented on as follows:

Employability

Having arrested the fall in the proportion of graduates finding work or undertaking further study in 2091/12, the
DLHE survey results for 2012/13 showed an improvement of 1.5%. This is a faster recovery than that of the
sector as a whole but the University is still performing beneath expectations and is taking this perdormance
measure extremely seriously, However, sector statistics do seem to demonstrate a negative London effect and
within this context, Kingston performs well in relation to its peer institutions.

Sustainability

The focus over the last year has been to create systems of governance and delivery to embed sustainability,
pricritise actions in high impact areas and make optimal use of resources. This has resulted in ceasing to
undertake some aclivities in order to focus on creating clear policy objectives, action plans for delivery,
indicators for meastring progress and supporting the establishment of cross-departmental implementation
groups to take forward the sustainability strategy, advised by a new sustainability review group.

The Sustainabitity Hub has been restructured to ensure the focus and expertise to specify and deliver targets.
The aim is for every member of staff to be aware of sustainability, how it applies to their role and is able to
undertake activities which contribute to improving Kingston’s performance in order to meet Governmental
legislative requirements and demonstrate long-term value for money.

The board-level KPI for sustainability is the People and Planet Green League, in which & score of 37 (out of a
possibie 70 and down 3.5 points from 2012) was achieved, resulting in a ranking of 61° in the UK and a 2:1
award (down from 42" and a first). This KPI has acknowledged weaknesses and the Universily will also report
on ather indicators to ensure a comprehensive and resilient approach,

Key developments and achievements include:

+  Areduction of 812 CO2 tonnes was achieved, saving ¢£110k (assuming average £0.08 per kWh)

¢+ An Invasive Flora Management Plan and GIS maps of invasive species (eg: rhododendron) te aid
monitoring and removal have been created.

+« Over a dozen events, attended by almost 300 people, volunteering over 850 hours included: removing
invasive species; maintaining the Dorich House Orchard; pond clearing at Kingston Hill; maintaining the
woodland; Hogsmill eel monitoring; litter picks; monitoring the bee hives; bat and deer walks.

+ Reductions through identification and rectification of leaks and rainwater harvesting.

« Sustainability has been integrated throughout the new Estates Strategy with energy reduction, biodiversity,
BREEAM and sustainability standards.

+ Improved staff engagement through the Green Impact award, now in its second year.

+ Leadership for susiainability: the Director of the Sustainability Hub chairs the London Universities
Environment Group; manages the Mayor's Low Carbon Prize.

12
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9. People

DPeveloprment and fraining

Training planning was strengthened, focussing on three key areas for development during 2012/13; staff
experience; culture, values and behaviours; change and performance appraisal. Additional resources were
agreed to support change and performance appraisal and the existing budget offered a range of leadership and
manzagemsant development opportunities, induction, core and professional skills development programmes and
learning and career development activities, Kingston was part of a successful national pilot to introduce a HE
graduate training programme, hosting fwo graduates in three placements over 15 months. This programme has
been expanded for 2013/14.

Members of staff also have a range of support mechanisms avaitable to them, including a comprehensive
employee assistance programme for confidential guidance and advice, face-to-face counselling and a
harassment contact scheme. The University continues to seek improvements in health & safety through in-
house occupational health services and wellbeing events.

Staff engagement, which is monitored through an institutional KP1, remains an important area for development.
Since the last staff survey the University has improved engagement data collection. The Human Resources
team continues o support an active group of engagement representatives who work with thelr management
teams on local engagement issues and transtate corporate actions into practice.

The Universily aims to provide staff with timely and appropriate communication and wherever possible to
ensure that this is a two-way process. There are various communication channels which include a monthly
newsletter from the Vice-Chancellor; fortnightly e-bulletins; Staff Space - a web-based information and news
porlal; Yammer, an internal social network; and managers’ briefing notes. Kingston has a good record of
canstructive industrial relations and relationships with its recognised unions — University & College Union
(UCU), UNISON, Royal College of Nursing (RCN) and Royal College of Midwives (RCM).

Reward and Recognition

Kingston rewards and recognises good performance and supports continuous improvement in teaching,
research, enterprise, professional practice and administration. The HR team undertook severat strategic reward
projects during 20-2/13 including a new executive and senior staff pay framework; a Universily success share
scheme and a recognition scheme.

Key elements of the University's reward package are the statutory pension schemes: the Teachers' Pensions
Schemes (TPS) for academic staff and the Local Government Pension Scheme (LGPS) for support staff. The
University also supports membership of the Universities Superannuation Scheme (USS) if employees were
scheme members immediately prior o joining Kingston. All eligible employees not currently in a pension
scheme were auto-enrolied into one of the schemes on 1 May 2013 in accordance with the new pensions auto-
enrolment tegislation.

Equality and diversity

In 201213, Kingston took bold steps forward in its commitment to equality and inclusion for its diverse student
and staff body. The equality unit consulted on and developed an institutional equality, diversity and inclusion
strategy that is delivered through a dynamic action plan which supports Led by Learning and is measured by
key equality parformance indicators.
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Resulting performance improvements include; the development and impiementation of a code of practice for the
selection of staff and an equality impact assessment - both of which were compulsory reguirements for the
University's submission fo the Research Excellence Framework (REF2014); the subsequent inclusion of staff
with individual circumstances whose excellent work would otherwise not have been submitted to the REF 2014,
a central fund for reasonable adjustments and guidance for disabled staff enabling them to contribute efficiently
and effectively; developing policies and guidance for academic staff to promote an inclusive teaching and
learning environment; a marked improvement in the psrception of staff who took part in the last staff survey that
Kingston is a place where equality and diversity are valued.

An application is being prepared for the Athena SWAN bronze award which will enable the University to direct
resources to maximise its talent base by improving gender equality in science, engineering and technology
(SET) areas and to apply for funding for which the award is a pre-requisite. To enhance performance (including
for example on equality KPls, NSS scores), equality and inclusion were embedded into the new academic
progression and promotion procedure.

Principal risks and uncertainties

Strateqic Risk Register (SRR)

The University sirategy Led by Learning was approved by the Board of Governors early in 2012, The University
maintains a strategic risk register, working closely with the senlor management team and individual risk owners.
The latest version of the risk register was signed by the board of governors in July 2013. The SRR will be
reviewed again in November 2013.

The SRR has been developed in close alignment with the objectives included in the Led by Learning strategy.
The volatility of the environment in which the HE sector now operates presents the University with a number of
external risks. These have been considered and preventative, or mitigating, aclions put in place. These risks
include:

s  Possible substantial reduction in student demand for places due to many external influences;

« Compromise in quality andfor inability to recruit to target due to government policy changes and other
contributing factors;

«  Reduction in international market due to UKBA policy changes.

These, and other, high level risks have required changes to the process by which risks are managed and
reviewed within the University (including changes to emphasis in the role of the audit and risk assurance
committee and a requirement for all committees reporting to the board lo demonstrate their emphasis on risk
management). These process changes will enable University senior management 1o be aware of increasing
probabitity and impact of risks and to take action to counter them,

The board and senior management have also requested a “risk tolerance® process to be implemented in order
to establish levels of risk beyond which the institution would not wish to proceed with strategic developments.

Mitigation of risk

All of the risks tdentified in strategic risk register have their own action plans. These plans are overseen by the
appropriate committee. For example a finance risk that relates to student fees is monitored by the feas group.

The strategic risk register is updated three imes per year. At each update the actions are also analysed. They
are then changed as appropriate.
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Future Plans

The University is committed to maintaining its investment in academic developments and infrastructure despite
the anticipated future financial challenges. The financial results for 2012/13 represent a robust financial position
that will greatly assist in managing the risks and uncertainties. The financial strategy parameters have been
met in 2012/13 and the medium-term plans require the cost base to match the income levels projected when the
whole student body will be subject to the new fee arrangements and the sustainable recruitment position will be
understood.

In addition to the measures described in section 7 above, a company has been appointed to review the
university processes in the administration and student support areas. From this work a number of options will
be considered as to the optimal structure and configuration of the University's support function.

Conclusion

The year 2012/13 has been another successful year both academically and financially. A sustainable surplus
has been generated ahead of a period of change, re-organisation and planned investment. The financial
planning process recognises the impact of reduced student recruitment levels and the need to contain costs to
achieve the sustainable surplus levels of 5% fee and funding income over a rolling three year period.

David Edmonds Professor Julius Weinberg
Chairman of the Board of Governors Vice-Chancellor
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BOARD OF GOVERNORS OF KINGSTON UNIVERSITY

In accordance with the Education Reform Act 1988, the
Board of Governors is responsible for the administration
and management of the affairs of Kingsten University and
its subsidiaries, including ensuring an effective system of
internal control, and is required fto present audited financial
statements for each financial year.

The Board of Governors is responsible for ensuring that
proper accounting records are kept that disclose at any
time and with reasonable accuracy the financial position of
the University and its subsidiaries, to enable it to ensure
that the financial statements are prepared in accordance
with the Education Reform Act 1988, applicable law and
United Kingdom Generally Accepted Accounting Praclice.
In addition, within the terms and conditions of the Financial
Memorandum agreed between the Higher Education
Funding Council for England and the Board of Governors
of Kingston University, the Board of Governors, through its
designated office holder, is required to prepare financial
statements for each financial year that give a true and fair
view of the state of affairs of Kingston University and its
subsidiaries, and of the surplus or deficit and cash flows for
that year.

Financial statements are published on Kingston
University's website in accordance with legislation in the
United Kingdom governing the preparation and
dissemination of financlal statements, which may vary from
legislation in other jurisdictions. Ensuring the maintenance
and integrity of Kingston University’s website is the

responsibility of the Board of Governors. The Board of

Governors' responsibility also extends to the ongoing
integrity of the financial stalements contain therein.

In relation to the preparation of the 2012/2013 financial
statements, the Board of Governors has ensured that:

ssuitable accounting policies are selected and applied
consistentiy;

sjudgements and estimates are made that are reasonable
and prudent;

sapplicable accounting standards have been followed,
subject o any material departures disclosed and explained
in the financial statements; and
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oKingston University has adequate resources 1o continue in
operations for the foreseeable future. For this reason the
going concern basis continues to be adopted in the
preparation of the financial statements.

The Board of Governors has taken reasonable steps to:

sensure that funds from the Higher Education Funding
Council for England and Further Education Funding
Council, and Teacher Training and Development Agency
are used only for the purpose for which they have been
given and in accordance with the Financial Memorandum
dated 2010 with the Funding Council ‘and any other
conditions which the Funding Council may from time to
time prescribe;

eensure that income has been applied in accordance with
the Education Reform Act 1988;

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

ssafeguard the assets of Kingston University and ils
subsidiaries and prevent and delect fraud; and

ssecure the economic, efficient and effective management of
the resources and expenditure of Kingston University and
its subsidiaries.

All of the current board members have taken all the steps
that they ought to have taken to make themselves aware of
any information needed by the university's auditors for the
purposes of their audit and to establish that the auditors
are aware of that information. The board members are not
aware of any relevant audit information of which the
auditors are unaware.
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STATEMENT OF INTERNALICONTROL

OF KINGSTON UNIVERSITY

As the governing body of Kingston University, we have
responsibility for maintaining a sound system of internal
control that supports the achievernent of policies, aims and
objectives, while safeguarding the public and other funds
and assets for which we are responsible, in accordance with
the responsibilities assigned to the governing body in the
instrument of Governance for ‘Kingston University Higher
Education Corporation' which provides for Kingston
University's Articles of Governance and the Financial
Memorandum with the HEFCE. The Board of Governors
formally adopted the CUC Code of Practice at its meeting on
23 September 2009. During the period covered by these
Statements, the Board of Governors has undertaken a
review of its own effectiveness, in line with the guidance
issues by the CUC. The Report concluded that
‘...governance is basically sound, and that appropriate
arrangements are in place for providing the necessary
oversight and assurance required by the various stakeholder
bodies'. The Board has approved a detailed action plan to
address the recommendations in the report and has already
started to implement a number of steps including a reduction
in the overall size of the Board and the changes to its
committee structures. The Nominations & Governance
Committee has been monitoring the action plan during the
year and consider any substantive changes before making
recommendations to the Board.

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 principal risks to the
achievement of policies, aims and objectives, to evaluate the
nature and extent of those risks and to manage them
efficiently, effectively and economically. This process has
been in place during the Year ended 31 July 2013 and up to
the date of approval of the financial statements, and accords
with HEFCE guidance.

As the governing body, we have responsibility for reviewing
the effectiveness of the system of internal control. The
following processes have been established:

a. We meel at regular intervals five times a year and
consider the plans and strategic direction of the
institution.

b. We receive periodic reports from the chairman of the
Audit Committee  concerning, internal  control,
governance, value for money, risk management and
data quality.

c. The University has established a Risk Management
Committee to oversee risk management, which met five
times during the year, reporting to the SMT (Senior
Management Team) and The Audit Committee.

\

d. The Audit Committee meets four times a year and
receives ragular reporls from the Head of Internal Audit
{Managing director of Kingston City Group — Internal
Audit Consortium), which include an independent
opinion on the adequacy and effectiveness of the
institution's system of internal control, together with
recommendations for improvement.

e. A regular programme of review exists to keep up-to-date
the record of risks facing the organisation at both
strategic and operational levels.

f. A robust risk prioritisation methodology based on risk
ranking has been established in the identification and
evaluation of risks.

g. A series of organisation-wide risk registers is maintained
on an on-going basis by nominated risk managers
across the institution.

h. A programme of risk awareness training has also been
started and will continue as part of the annual Risk
Management programme.

i. A system of key performance and risk indicators has
been developed and incorporated in detailed strategic
and operational monitoring modules, which derive from
risk registers across the institution; these modules track
the progress made with implementing agreed actions for
the mitigation of identified risks.

j.  The process of risk management is fully embedded and

integrated within the institution's planning processes, at
both strategic (institutional) and operational (Faculty and
Departimental) levels.

QOur review of the effectiveness of the system of internal
control is informed by Kingston City Group, which operates
to standards defined in the HEFCE Audit Code of Praclice
and which was last reviewed for effectiveness by the HEFCE
Audit Service in June 2008. Kingston City Group submits
regular reports which include the Head of Internal Audit's
independent apinion on the adequacy and effectiveness of
the institution's system of internal control,  with
recommendations for improvement.

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 responsibility for
the development and maintenance of the internal control
framework, and by comments made by the external auditors
in their management letter, other reports and attendance at
certain Audit Committee meetings.

A

. x\\r-\x&

David Edmonds

Chairman of the Board of Governors
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TO THE

BOARD OF GOVERNORS OF KINGSTON UNIVERSITY

Independent Auditors’ Report to the Board of Governors of Kingston University

We have audited the financial statements of Kingston University for the year ended 31 July 2013 which comprise the
Consolidated Income and Expenditure Account, the Consolidated Statement of Historical Cost Surpluses, the Consolidated
Statement of Total Recognised Gains and Losses, the Balance Shests for the Group and the University, the Consolidated Cash
Flow Statement and the refated notes. The financial reporting framework that has been applied in their preparation is applicable
taw and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice).

This report is made solely to the University's Governors, as a body, in accordance with paragraph 124B of the Education Reform
Act 1988. OQur audit work has been undertaken so that we might state to the Universily’s Governors those matters we are
required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept
or assume responsibility 1o anyone other than the University and the University's Governors as a body, for our audit work, for this
repori, or for the opinions we have formed.

Respective Responsibilities of the University's Governing Body and Auditors

As explained more fully in the statement of responsibilities of the Board of Governors, the members of the Governing Body are
responsible for the preparation of the financial stalements and for being satisfied that they give a true and fair view.

Our responsibility is to audit and express an opinion on the financial statements in accordance with applicable law, regutatory
requirements and International Standards on Auditing (UK and Ireland) and the Audit Code of Practice issued by the Higher
Education Funding Council for England.

Scope of the audit of the financial statements

A description of the scope of an audit of firancial statements s provided on the Financial Reporting Council’'s website at
www.irc.org.uklauditscopeukprivate.

In addition, we also report to you whether income from funding bodies, grants and income for specific purposes and from other
resticted 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.

Opinion on the financial statements

In our opinion, the financial statements:

¢ give a true and fair view of the state of the Group’s and the University's affairs as at 31 July 2013 and of the Group's
surplus of income over expenditure for the year then ended;

+ have been propeny prepared in accordance with United Kingdom Generally Accepted Accounting Practice;

+« have been prepared in accordance with the requirements of the Education Reform Act 1988 and the Statement of
Recommended Practice: "Accounting for Further and Higher Education Institutions”
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TO THE

BOARD OF GOVERNORS OF KINGSTON UNIVERSITY

Opinion on other matters required by the Higher Education Funding Council for England Audit Code of
Practice

In our opinion, in all material respacts:

* income from the Higher Education Funding Council for England, Training and Development Agency for Schools, grants
and income for specific purposes and from other restricted funds administered by the University have been applied
only for the purposes for which they were received; and

+ income has been applied in accordance with the Universily's statutes and where appropriate with the applicable
Financial Memorandum with the Higher Education Funding Council for England.

Matters on which we are required to report by exception

We have nothing to report in respect of the following matter where the Higher Education Funding Council for England Audit Code
of Practice requires us to report to you if, in our opinion:

+ The statement of Internal Control (included as part of the Corporate Governance Statement} is Inconsistent with our
knowiedge of the Group and the University.

P

e

James Aston {Senior Statutory Auditor)

For and on behalf of BDO LLP, statutory auditor
Gatwick, West Sussex

United Kingdom

Date: 2 G R)QVWL@VJ' 200 S

BDO LLP is a limited liability partnership registered in England and Wales (with registered number OC305127).
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CONSOLIDATED

FORTH ENDED 31 JULY 2013
Notes

INCOME
Funding Councit grants 2
Tuition fees and education contracts 3
Research grants and contracts 4
Other income 5
Endowment and investment income 8
Total income
EXPENDITURE
Staff costs 7
Other operating expenses 8
Interest payable 9
Depreciation 10 & 11
Fotal expenditure
Surplus on continuing operations after
depreciation of assets
Taxation 1
Surplus on continuing operations after
depreciation of assets and tax 20

The income and expenditure account is in respect of continuing activities.

The notes on pages 27-56 form part of these financial statements.
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54,883 73,631
115,187 97,875
2,934 3,301
28,672 27,268
1,110 1,365
202,686 203,330
106,297 105,516
68,672 70,706
6,265 5,187
10,911 11,067
192,145 192,476
10,541 10,854
10,541 10,854




FOR THE YEAR ENDED 31 JULY 2013

Surplus on continuing operalions after depreciation

of assetls, disposal of assets and tax

Movementin restricted and endowment reserves
Adjustiments associated with pension schemes:
Actuarial gain/ (loss) in respect of pension schemes

Total recognised gains and losses since last annual report

Reconciliation

Opening reserves and endowments

Total recognised gains and losses for the year
Closing reserves and endowments

The notes on pages 27-56 form part of the financial statements.
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10,541 10,854
41 197
16,224 (18,954)
26,806 (7,903)
114,749 122,652
26,806 (7,903)
141,555 114,749




CONSOLIDATED STATEMENT OF

FOR THE YEAR ENDED 31 JULY 2013

Surplus on continuing operafions before taxation

Difference between historical cost depreciation and the

actual charge for the period calculated on the re-valued amount

Historical cost surplus for the period before taxation

Hislorical cost surplus for the period after taxation
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Notes
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10,541 10,854

708 708
11,249 11,562
11,249 11,562




FOR THE YEAR ENDED 31 JULY 20143

Notes
Fixed Assets
Tangible assels 10
Investments 10
Tofal fixed assets
Endowment Assets 1
Current Assets
Stock
Debtors 12
Cashatbank and in hand
Creditors: amounts fafling
dug within one year 13
Net current assets
Tolal assets less current liabilities
Creditors: amounts falling
due after more than one year 14
Net Assets excluding pension liability
Pension Liability 15

Net Assets including pension liabifity

Restated

Restated
183,529 178,578 188,154 183,057
115 6,232 15 6,258
183,644 184,810 188,269 189,315
2,014 2,014 1,974 1974
327 327 282 280
9981 10,785 11,480 11,955
113,770 106,150 101,760 94,494
124,078 117,262 113,532 106,728
{34,264) {33,544) {35,821) (35,137
89,814 83,718 77,110 71,582
275472 270,542 267,854 262,881
(48,575) (48,575) {61,133} {51,133}
226,897 221,967 216,821 211,748
(71,048) {65,998) (85,474) (81,598)
165,849 165,969 131,347 130,150
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. BALANCESHEET (continved)

Deferred capital grants

Endowment

Restricted expendable

Reslricted permanent

Reserves

Revaluation reserve

General reserve

Total reserves excluding pension liability reserve
Pension liability reserve

Total reserves including pension liability resenve

TOTAL

The notes on pages 27-56 form partof the financial statements.

FOR THE YEAR ENDED 31 JULY 2013

Notes

16

Consolidated University Consolidated University
2012/13| 2012113 2011112 2011112
£000s| £000s £000s £000s
Restated Restated

14,294 14,294 16,600 16,600
191 791 734 734
1,223 1,223 1,239 1,239
53,092 53,092 53,800 53,800
157,497 152,567 144 448 139,375
210,589 205,659 198,247 193,175
(71,048) (65,998) (85474) (81,598)
139,541 139,661 12,773 111,677
155,849 155,969 131,347 130,150

The financial statements on pages 21 to 56 were approved and authorised for release by the Governing Bodyon

on 27 November 2013 and were signed on its behalf by.

David Edmonds

Chairman of the Board of Governors

/

Professor Julius Weinberg

Vice-Chancellor and Chief Executive
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CONSOLIDATED
ATE

Cash flow from operating activities

Returns on investments and sendcing of finance

Capital expenditure and financial investment

Financing

Increase in cash in the period

Reconciliation of net cash flow to movement
in net funds

Increase in cash in the period

Movement in endowment asset

Change in net debt resulting from cash fiows

Movementin funds in period

Netfunds at 1 August

Net funds at 31 July

The notes on pages 27-56 form pari of the financial statements.
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FOR THE YEAR ENDED 31 JULY 2013

Notes

20

21

22

23

24

24,073 24578
(2,294) (2,703)
(7,514) (13.928)
(2,258) (3,289)
12,007 4,658
12,007 4,658
57 214
2,258 3,289
14,322 8,161
51,098 43827
66,310 51,988




NOTES TO THE ACCOUNTS

Year ended 31 July 2013

STATEMENT OF ACCOUNTING POLICIES

The financial statements have been prepared in accordance with the Statement of Recommended Practice (SORP)
Accounting for Further and Higher Education July 2007 and applicable UK accounting slandards. The following accounting
policies have been applied consistently in dealing with items which are considered material in relation to the financial
statements.

a Basis of Accounting

The Financial Stalements are prepared on the historical cost basis, as modified by the revaluation of land and buildings.

b Basis of Consolidation

The consolidated financial statements include the financial statements of the University and all its subsidiary undertakings for
the financial years 31 July 2013 and 2012. The consolidated financial statements exclude the financial statements of the
Kingston University Students' Union as the Union doses not constitute a subsidiary or quasi-subsidiary undertaking under the
definitions of Financial Reporting Standards 2 and 5.

The University entered into a joint arrangement with St George’s Hospital Medical School on 1 January 1996. Under the terms
of the joint arrangement, assets and liabilities are divided equally and 50% of the value of the appropriate assets and liabilities
has been included in the Balance Sheet of the University. The arrangement has been accounted far as a joint arrangement
that is not an entity in compliance with FRS9. The basis of apportionment of the income and expenditure is in proporlion to the
awards granted by each institution,

¢ Tangible Fixed Assets

Land and Buildings

Freehold land is stated at a clear site land value based upon a valuation reporl prepared by the Charlered Surveyors,
Dunphys, as at 31 July 1993. Assumplions made in preparing the report include planning permission for development for a
use prevailing in the vicinity of each site and no unusual costs in developing any of the sites. Given the specialist nature of
the usage of the land, these assumptions give a best approximation of existing use land value.

Freshold Buildings inherited from the Local Authority on 1 April 1989 are stated in the accounts at depreciated replacement
cost in accordance with the Royal Institute of Chartered Surveyors' Guidance notes concerning asset valuation. This value is
based upon a valuation report prepared by the Chartered Surveyors, Dunphys, as at 31 July 1993. Under the transitional
provisions of FRS15 the valuation has not been updated since this date.

Alt other buildings are shown in the accounts at cost less accumulated depreciation.

Other Tangible Fixed Assets

Cther tangibte fixed assets are stated at cost less accumulated depreciation.

The historical cost of land and buildings included in the balance sheet at valuation is not available and therefore cannot be
disclosed.
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NOTES TO THE ACCOUNTS
{continued)
Year ended 31 July 2013

DNepreciation

Land is held freehold and is not depreciated as it is considered to have an indefinite useful economic life.

Freehold buildings are depreciated on a straight line basis over the estimated remaining useful economic life of each
asset. The useful economic lives of main buildings are fifty years. Minor works projects are deemed to have a useful
economic life between five and fifteen years.

Previously the University depreciated some of its freehold buitdings using the component accounting method. During the
year the University has standardised the accounting treatment by depreciating the entire cost of a new building over 50

years. This has resulted in a reduction of depreciation by £1,032kpa.

Plant, machinery and other equipment has a capitalisation threshold of £10,000 per individual item or group related items
and is depreciated on a straight line basis as follows:

Major Plant - 10 years
Fixtures & Fitfings - 6 years
Minar Plant - 5 years
Vehicles - 5 years
Educational Eguipment - 5 years
Computer Equipment - Servers - 5 years
Computer Eguipment - Minor - 3 years

The Dorich art collection is nat depreciated as it is considered that the carrying value of the asset will continue to be at
teast equal to the residual value of the asset.

investments

Other investments are shown at cost less any provision for impairment.
Stocks

Stocks are stated at the lower of cost and net realisable value.
Recognition of income

The recurrent grant from HEFCE, other funding council grants and the NHS contracts income represent the funding
allocation that is attributable to the current financial year and is credited directly to the Income and Expenditure account.

Tuition fees represent student fees received and receivable, atiributed to the current accounting period.

income from Research Grants and Contracts is included to the extent of the expenditure incurred during the year, together
with any refated contributions towards overhead costs.

income from other services rendered is included fo the extent of completion of contract or services concerned and is
measured at the fair value of the consideration receivable,

Income used {o acquire tangible fixed assets is credited to deferred capital grants and released to the Income and
Expenditure Account over the estimated useful lives of the relevant assets.

The University acts as an agent in collection and payment of training bursaries from the Training and Development
Agency and of Access Funds from the HEFCE. Related payments received from the Training and Development Agency
and the HEFCE and subsequent disbursements to students are excluded from the Income and Expenditure Account and
are shown separately in Note 29 to the accounts.
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NOTES TO THE ACCOUNTS
{continued)
Year ended 31 July 2013
Taxation Status

The University is an exempt charity within the meaning of Schedule 2 of the Charities Act 1993 and as such is a charity
within the meaning of Para 1 of Schedule 6 to the Finance Act 2010, Accordingly, the University is potentiafly exempt from
taxation in respect of income or capital gains received within categories covered by Sections 478 ~ 488 of the Corporation
Tax Act 2010 (CTA 2010} {formerly enacted Section 505 of the income and Corporation Tax Act 1988 (ICTA)) or Section
256 of the Taxation of Chargeable Gains Act 1992 to the extent that such income or gains are applied to exclusively
charitable purposes.

All subsidiary companies are liable to Corporation Tax and Value Added Tax in the same way as any other commercial
organisation. The University's principal activities are exempt from Value Added Tax, but certain ancillary supplies and
services are liable to Value Added Tax at various rates. Expenditure includes irrecoverable Value Added Tax charged by
suppliers to the University.

Operating Leases
Rental costs under operating leases are charged to expenditure in equal annual amounts over the period of the lease.
Pension Costs

The University contributes to a number of defined benefit pension schemes and accounts for the costs in relation to these
schemes in accordance with FRS17 (Retirement benefits).

Where the University is unable to identify Its share of the underlying assets and liabilities in a defined benefit pension
scheme on a reasonable and consistent basis, it accounts as if the scheme were a defined contribution scheme, so that
the cost is equal to the total contributions payable in the year.

Far other defined benefit schemes, the assets of each scheme are measured at fair value, and the liabilities are measured
on an actuarial basis using the projected unit method and discounted at an appropriate rate of return. The University's
share of the surplus or deficit of the scheme is recognised as an asset or liability on the balance sheet. The current service
cost, being the actuarially determined present vafue of the pension benefits earned by employees in the current period,
and the past service costs are included within staff costs. Interest Payable includes the net of the expected return on
assets, being the actuarial forecast of total return on the assets of the scheme, and the interest costs being the notional
interest cost arising from unwinding the discount on the scheme liabilities. Al changes in the pension surplus or deficit due
to changes in actuarial assumptions or differences betwean actuarial forecasts and the actual out-turn are repaorted in the
statement of total recognised gains and losses.,

On 22 June 2010 it was announced in the Chancellor's Emergency Budget that increases to public seclor pensions will in
future be linked to the Consumer Prices Index (CP1) rather than the Retail Prices Index {RPI). These revised pension
increase were effective from 1 April 2011.

Finance Leases

Assets held under finance leases arising from lease and lease-back transactions are shown at cost and depreciated over
their estimated useful lives.

The finance charges are allocated over the period of the lease in proportion to the amount of capital outstanding.
Endowment Assets

Assets donated to the Universily are included in the Income and Expenditure Account for the year at valuation, and
subsequently transferred to specific reserves and released where appropriate in accordance with depreciation charged in
the Income and Expenditure Account.

Income from expendable endowments, permanent restricted endowments and other restricted income is included in
the Income and Expenditure Account for the year at valuation and released where appropriate in accordance with
depreciation charged in the Income and Expenditure Account.

Reserves Policy

Revaluation Reserve: Upon achieving corporate status under the 1998 Education Reform Act the original value of the
inherited assets and liabilities was transferred to capital reserves. Revaluation of inherited land and buildings was carried
out in July 1993, The revaluation reserve includes these elements. A transfer is made from the revaluation reserve to the
income and expenditure reserve, for an amount equivalent to the difference between historical cost depreciation and the
actual charge for the period.
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NOTES TO THE ACCOUNTS
(continued)
Year ended 31 July 2013

2 FUNDING COUNCGIL GRANTS

Recurrent grant (including research element) 48,621 64,735
HEFCE specific grants 949 1,014
Teaching Agency 1,744 3,578
SFA 678 380
Befarred capital grants released in year 2,891 3,824

54,883 73,631

3 TUITION FEES AND EDUCATION CONTRACTS

Full-ime UK and EU students 71,867 55,405
Part-time UK and EU students 6,010 6,249
Channel isltand students 301 328
Overseas full-ime students 24,183 22,412
Overseas part-ime students 966 936
NHS teaching contracts 9,305 10,208
Short course fees 2,665 2,337

115,187 97,875

4 RESEARCH GRANTS AND CONTRACTS

Research Councils 856 1,064
UK based charities 342 291
Other research grants and contracts 1,736 1,946

2,934 3,301
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NOTES TO THE ACCOUNTS
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5 OTHERINCOME

Residencies and catering

fncome from UK public bodies
income from EU based organisations
Income from University shops
Income from sports facilities

Course validation fees/teaching contracts
Nurseryfees

Field trips

Graduation ceremonies

Sale of teaching materials

Release from deferred capital grant
Release from endowment reserve
Other income

ENDOWMENT AND INVESTMENT INCOME

Interest receivable

STAFF

Staff Costs

Wages and salaries
Social securily costs
Other pension costs

17,843 17,047
3,606 3,391
286 215
174 173
103 223
949 1,163
144 160
363 380
290 279
417 565

14 89
4,383 3,683
28,672 27,268

1,190

1,355

1,110

1,355

85,676 85,037
7,218 7,264
13,403 13.215
106,297 105,516

There were no costs included inrespect of compensation forloss of office foremployees earning over £100,000 (2012:

Nil)
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NOTES TO THE ACCOUNTS
{continued)
Year ended 31 July 2013

7 STAFF continued
Vice-Chancellor and Chief Executive

The emoluments of the Vice-Chancellors serving in the year were as follows:

Vice Chancellor

Emoluments 197 180
Employer's contribution to pension fund 32 30
229 220

Executive Managers

£160,001 - £170,000

£130,001 - £140,000 1 -
£120,001 - £130,000 - 1
£110,001 - £120,000 4
£100,001 - £110,000 2 2

The average number of persons employed by the University during

the year, expressed as full-time equivalents was:

Restated

Executive, senior and academic staff 927 939
Research, language and teaching assistants 45 51
General and professional staff 1,174 1,182
2,148 2,172

The total sum of £1.8k was claimed as expenses by five members of the Board of Governors during 2012/13.
All of the expenses were in respect of travel and subsistence. No remuneration is provided to governors for senvices
provided as governors, or for any other sendces.
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NOTES TO THE ACCOUNTS
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8 OTHER OPERATING EXPENSES

Residencies, catering and conferences
Staff development

Recruitment costs

Other employee costs

Teaching materials

Academic equipment

Franchising costs

Student Bursaries

Other academic expenses

Overseas recruitment cosis

Agency costs

Administrative Equipment

Utilities

Repairs and general maintenance

Other premises expenses

Grant to Kingston University Students’ Union
Rent

Rates

Internal Auditors remuneration: audit services
External Auditors remuneration: audit services
Equipment hire

Other expenses

Operating Lease Expenses included in the above are:

Land and buildings related

9 INTEREST PAYABLE

On lcans payable wholly or partly in more than 5 years

On finance leases

On pension schemes

33
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Restated

12,831 11,374
907 1,075
339 381

1,087 2,105
2,963 3,018
1,478 2,358
6,160 8,305
5,732 6,106
9,598 10,650
1,160 902
1,566 1,176
1,493 1,770
2,083 1,198
3,701 4,077
757 660
707 695
1,340 1,244
515 496
203 212
64 70
612 565

12,487 12,270

68,672 70,706
836 1,009

2,621 2,686
1,147 1,120
3,768 3,806
2,497 1,381
6,265 5,187




NOTES TO THE ACCOUNTS
{continued)
Year ended 31 July 2013

10 FIXEDASSETS

Tangible Assets

CONSOLIDATED

Cost or Valuation

Balance as al 1 August 2012

Valuation 32814 216,519 40,957 - 280,350
Cost - - - - .
Additions - 2,933 2537 400 6270
Disposals - - (4,065 - (4,085}
Batance as at 31 July 2043 32,874 219,452 39,329 400 282,555
Bepraciation

Balance as al 1 August 2012 - 66,635 35,561 - 102,196
Charge in year - 7,580 3315 - 16,895
Disposals - - {4,065) . (4,085)
Balance as at 31 July 2013 . 14115 34,511 - 109,026
Net Book Value

As at 31 July 2013 | 2814 145,231] 5018] | 18359)
As at 31 July 2012 | 32.474) 149583 5307| o sensd)

The depreciation charge has been funded by:

Deferred capital grants released 2,048 2702
Released from revaluation reserve 08 708
Financed from general reserve 8,139 7841

10,885 11,051
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10 FIXED ASSETS (confinued)

UNIVERSTY

Cost or Valuation

Balance as at1 August 2012

Valuafion 32874 37875 70,749
Cosl - 171,813 30,867 - 211,880
Additons - 293 2,837 400 6270
Disposals - - {4,065) - (4,065)
Balance as at 31 July 2013 32874 12,11 38,838 460 284,834
Depreciation

Costor Valuation - 65,164 34408 - 99,572
Charge in year . 7,580 3169 - 10,749
Disposals - - (4,065) - (4,065}
Balance as at 31 July 2013 - 12,744 33,512 . 106,256
Net Book Value

As at 3 July 2013 I 32004] 139978 5327) | 1sm|
s al 31 July 2012 [ 32,74 144624 5,550 | 1]

Asal 31 July 2013 the University had accrued approximalely £1561,355 (2012:£424.000) inrespectof
capilalexpenditure. The netbook value of freehold buildings includes £8,094,000 (2012:£8,285,000) in respectof
assels acquired underfinance leases. The deprecialion charge on these assels is £181,000(2012:£191,000).

Includedinthe net book value of freehold land and buildings are Exchequer Asselsof £7,998 561 (2012:£8,257,210).
These assels Can be disposed of freelybythe University, butinitially the proceeds of any salemust be offered lo

the HEFCE, The HEFCE may aflovrihe Univarsity fo relain any proceeds and has the rightto altach conditions

lothe use of these funds.
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10 FIXED ASSETS (continued)

INVESTMENTS

CONSOLIDATED

As at 31 July2013 115 115
As at 31 Juiy 2012 115 115
UNIVERSITY

A1 August 2012 6,143 115 6,258
Impairment 26 - 26
As at 31 July2013 6,117 116 §,232

The investments consist of shares in the Universitys subsidiaries listed below, fogether with other untisted investments.

Subsidiary Percentage Owned Main Business

Kingston University Enterprises Limited 100% Trading and consultancy

Kingston University Campus Enlerprises Limited 100% Vacalion lefting

Kingston University Sendce Company Limited 100% Management of residencies
and properly senices

Kingslon University Innovations Limited 100% Dormant

Kingston University Press Limited 100% Publishing activty
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11 ENDOWMENT ASSETS
CONSOLIDATED AND UNIVERSITY

Dorich House building and art collection:

Cost or Valuation

Balance as at 1 August 2012 and 31 July 2013

Depreciation

Balance as at 1 August 2012 and 31 July 2013

Charge in year
Balance as at 31 July 2013

Net Book Value
Balance as al 31 July 2013
Balance as al 31 July 2012

Endowment Cash

Balance as at 3t July2012
Movemen{ during the year
Balance as al 31 July 2013

Total Endowment Asset
Balance as at 31 July2013
Balance as at 31 July2012

NOTES TO THE ACCOUNTS
(continued)
Year ended 31 July 2013
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1,129 382 1,511
212 212
16 16
288 288
841 382 1,223
857 382 1,239
735

56

91
2014
1,974




NOTES TO THE ACCOUNTS
(continued)
Year ended 31 July 2013

12 DEBTORS

Amounts falling due within ene year: Restated Restaled

Trade deblors 15647 7421 3468 8,353

Provsion for doubtful debts {3,531} (3,529) (3,788) {3,788}
4,116 3892 4,700 4565

Amounts owed by subsidiary underakings - 1342 - 912

Accrued income 587 346 1,224 1,028

Other deblors 268 251 302 287

Prepaymenls 2335 2,279 2,162 2,061
7,306 8,10 8,388 8,853

Amounts falling due after more than one year;

Other debtors 2675 2675 3102 3,102
2675 2675 3,402 3102
9981 10,785 11,490 11,955

Debtors have been restated toinclude the amounts due from third parties for their share of the local goverament pension scheme
liability. In 2011/12 this was accounted for by reducing the value of the pension liability.

13 CREDITORS - AMOUNTS FALLING

DUE WITHIN ONE YEAR

Amounts owed fo subsidiary undentakings . 246 . 219
Obligations under finance leases 785 785 722 122
Term loan facility 1,794 1,794 1673 1,673
Trade credilors 5174 5547 6,580 6.4¢4
Other creditors including taxand social security 10,570 10,429 10,185 10646
Student deposits 580 580 563 563
Acorvals 5,663 6,065 8334 7,698
Tuition fees in advance 1,856 1,856 1,787 1,787
Deferred income 3,804 3864 3,658 3,658
Deferred crediton revenue grants 2,348 2348 2,319 2319

34,264 33544 35821 35137
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14 CREDITORS - AMOUNTS FALLING

DUE AFTER MORE THAN

ONE YEAR

Obligations under finance leases 8,361 8,361 9,000 0,009

Tem loan fagility 36639 36,639 38433 38433

Deferred income 2902 2802 3,018 3018

Otherleans 673 673 673 673
48,575 48,575 51,133 51,133

Term Loans

Balance at1 Augusi 40,107 40,107 41,659 41,669

Capital repayments {1673) (1673) (1552) {1,562)

Total loans outstanding at 31 July 38,434 38434 40107 40,107

Obfigations Term Loans

Obligations under loans fall dus as follows;

Within ene year 1,794 1,784 1,673 1,673
In the second to fifh years inclusive §565 8,585 8,004 8,004
In over five years 28,055 28,085 30,430 30,430

38434 38,434 40,107 40,107
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Obligations under Finance Leases

QObligations under finance leases fall due as followis:

Within one year 1,792 1,792 1807 1807
In the second o fifth years inclusive 1,798 7,798 1,861 7861
In over five years 5936 5936 8,326 8,326
15,526 15,526 17,994 17,994
Less finance charges allocaled o fulure periods (6,380) (6,380} (8,263) (8,263)
9,146 9,146 9,731 9,131

Analysis of terms of repayment and rates of interest
Fortoans and leases falling due afer more than five years

Lender Value and type Start date Term Inferest rate

Roodhill Leasing (Middle Mll) £4.1m lease 221051997 (10412022 1.50%
Roodbill Leasing (Kingston Bridge House) £34mlease 220051997 0110412022 150%
Roodhill Leasing (Kingston Hill Chancetlors) £5.3m lease 2210911994 (110412019 150%
Barclays £47m term loan 201212005 3010972020 4.84%
Barclays { secured by fixed charge on Penthyn Road property) £35m term loan 310712008 310772034 5.35%
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NOTES TO THE ACCOUNTS
{continued)
Year ended 31 July 2013

15 PENSION LIABILITY
The pension liaoiiltyhas been measured in accordance wilh e recuiremeants of FRSTT and refates lofre
Local Government Superannuation Scheme {LGSS) and the London Pensions Fund Authonty (LPFA).
Fuitherinformation is given in note 28,

Restaled
CONSOLIDATED
Opening balance (81,598) (3876} (85474) (64.140)
Mowementin vear;
Currenl sendce cost (6,605) {173) {6,778) (6.791)
Cordlributoas 6862 W 7,045 6,999
Cther finance {cos) (2376) {19 {2.495) (1423)
Gain fLoss on curtailmentsisellements 1903 {1903)
Fetuanial gain{ loss recognised in 16,016 638 16,654 (20,119)
Statement of total recognised gains and losses
Closing balances (85,998) {5,050) (T1,048) (85.474)
UNIVERSITY
Opening batance (81598) - (81598) (61,300)
Movementin year.
Current senvice cosl (6605) - 6,605) (6,595)
Contributions 6,662 - 6,662 6,606
Qther finance {cost¥gain (2376) - (2,376) {131
Gain{Loss on curtgiiments/setfements 1903 - 1903 0
Actuarig! gain 1oss recognisedin 16016 - 16,016 (18902)
Statement of folal recognised gains and logses
Closing balanges {65,398) - {85,998} (81,598)
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16 DEFERRED CAPITAL GRANTS

Balance at 1 August 16,600 16,600 19,949 19,949
Movements:
Grants received 699 699 475 475
Release to income and expenditure account

- Funding Councii Grants (2,909) (2,209} {3,736) (3,735)
Release to income and expenditure account

- Other income (14) {14y {89) {89)
Transfer to credilos within ong year (82) {82) - -
Balarice at 31 July 14,294 14,284 16,600 16,600
Amount 10 be released within ona year {1.661) (1,661} (1,930) (1.930)
Amounts lo be released after more than one year 12,633 12,633 14,670 14,670

17 RESTRICTED ENDOWMENTS

EXPENDABLE

Balance at1 August 41 693 734
Transfer to income and expenditure account (6} {300) (308)
Income received ~ 363 363
Balance at 31 July 35 756 791
PERMANENT

Batance at 1 August 1,239 1,239

Transfer i income and expenditure account (16) (18)

Batance at 31 Juiy 1,223 1,223

18 REVALUATION RESERVE

Balance at 1 August 53,800 53,800 54,508 54,508
Transfer to Generat Resene:

Difference between historical cost

depreciation and actual charge for the

period calculated on re-valued amount {708) (708) (708) (708)
Balance at 31 July 53,092 53,082 53,800 53,800
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NOTES TO THE ACCOUNTS
{continued}
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15 MOVEMENT ON GENERAL RESERVE

Restated Rastated

Income and expenditure accountresene 144,448 139,375 131,286 126,144
at 1 August

Surptus retained for the year 10541 12,496 10,854 10,832

Transfer fomi(to) pension resene 1860 (12) 1,600 1,684

Transfer fom revaluation resene 708 708 708 708

157497 152,567 144448 33,375

20 NET CASHINFLOW FROM OPERATING ACTIVITIES

Surplus before lax

Interest payable

Inferest receivable

Release of capital grant

Depreciation

(Increase)decrease in slocks
{Increase)idecraase in deblors
{Increase)decraase in creditors

Pension costs less contributions payable
Transfer ofresearch grant fo deferred credit

Release of revenug grant

RETURNS ON INVESTMENTS AND SERVICING OF FINANCE

Interest receivable

Interest paid

Finance lease charges paid

43

10541 10,854
6,265 5,187
(1,110} {1,355)
(2,923) (3,824}
10911 1,067
(48) {2}
575 769
o7 1713
(267) (208)
2,348 2319
(2,319) (1942)
24,073 2518

1476 1,101
(2,623) (2,684)
(1,147) (1,120)
(2,294) (2,703)




NOTES TO THE ACCOUNTS
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22 CAPITAL EXPENDITURE AND FINANCIAL INVESTHMENT

Purchase of tangible fixed assats (8,275) (14,403)
Deferred capital grant received 761 475
(7,514) (13.928)

23 FINANCING

Medium term loan repayments {1,673) {2,628)
Capital elementon finance leases {585} (660)
(2,258} {3,289)

24 ANALYSIS OF CHANGES IN

NETFUNDS
Restated

Cash atbank and in hand 101,761 12,609 - 113,770
Cash inendowment assets 735 57 . 792
ebtdue within one year {1,673) 1673 {1,794 {1,794)
Debt due after one year (39,106} - 1,794 {37,312)
Finance leases due within one year (722) 122 (785) (785)
Finance leases due after one year {9,008) (137} 785 (8,361)

51,985 14,324 0 66,310

25 ANALYSIS OF CHANGES IN FINANCING

DURING THE YEAR

Balance at 1 August 2012 9,731 40,779 50,510
Capital Repayments (585) (1673} (2,258}
New loans - - -
Balance at 31 July 2013 9,146 39,106 48,252
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26 OPERATING LEASE COMMITIMENTS
At 31 July 2013 the Group was commitied to making the following payments
during the nextyearin respectof operating leases:

Leases which expire:

Within ane year 361 577
In the second to filth years inclusive 403 -
In more than five years 72 432

936 1,009

27 PRIVATE FINANCE TRANSACTIONS

The Uahersityhas only one PFl scheme which is for the Clayhill Halls of Residence, £000s
Estimated capital value of scheme 21,861
Preject agreement date: 235102
Complelien of building project and commencement of

upitary charge: 112103
Contraci end date: 30/11/38

A unitary charge is payable fora period of 35 years from the com pletion of the building project on 1st Dacember 2003.
The annual charge for 2011/12 was £2,870,776. Estimated annual paymenisin the future are not expected to be
materially different.

28 PENSIONS
The two principal pension schemes for University staff are the Teachers Pansion Scheme (TPS) and the Local
Government Superannuation Scheme (LGSS). Whilstboth are defined benefitschemes, the TPS is a national
scheme and itis not possible to identify the University's share of undenying assets and liabilities.

Pansion charges for the year (covering all schemes): 4 0
TPS: contributions paid 5,231 5,240

USS: contributions pald 478 3N
LGPS: FRS 17 charge 7.604 7.584
Total pension cost 13,403 13,215

Local Government Pension Scheme (LGPS)

Adefined benefit pension scheme (LGPS) is operated on behalf of the employees of Kingston University,

the figures disclosed below hawe been derived from the actuarial valuations carried outby Hymans Roberison LLP
Limited as a{ 31 July 2013.

Recongiliation of present vaiue of plan liabilities

Restated
Atthe beginning of the year 187,691 161,460
Current sendce cost 6,325 6,145
Interestcost 7,748 8,656
Actuarial Josses 2,003 13,805
Benefits paid {5,079) {4.805)
Past serdce costs 280 450
Contibutions by members 1,943 1,980
Gains on curtailments and setlements (1,683) -
Atthe end ofthe year 199,226 187691
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28 PENSIONS (centinued)

Reconcilialion of present value of plan liabilifies

Restaled
199,226 187,691
Schemes wholly or parfly funded 199,226 187,691

Reconciliation of fair value of plan assels

Restaled
Athe beginning of the year 106,093 100,070
Expected rate of retumn on plan assets 23,609 2,242
Actuarial gainsf{losses)
Conlribution by group 8,605 8,585
Benefits paid {5,079) (4,805)
Atthe end of the year 133,228 106,093

The opening and closing halance of both the present value of plan liabilities and assels has been restated to reflect the correct
leve! as per the actuarial repert. The netimpact of the assets and liabiliies remains unchanged.

Reconciliation fo balance shesf

Restated
Presentvalue of funded obligations {199,226) (187,691}
Fairvalue of plan assels 133,228 106,093
Plan deficit (65,998) (81,598)
Related deferred laxasset
Netliability (65,998) (81,508)
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28 PENSIONS {confinued)

The amounts recognised in profi and loss are as follows:
Ingluded in Other Opsraling expenses:

Current senice cost

Pastsenice cost

Gains on curtaiiments and seflements

Included in Interest payable:
Interest cost
Expecled refurn on plan assets

Analysis of amounl recognised in slatement of folal recognised
gains and losses

Actsal return less expected return on pension plan assets
Experience gains and losses arising on the scheme liabilities
Changes in assumptions underying the presentvalue of the
scheme liabiliies

Actuarial (lossesygains recognised in the statement of total
recognised gains and losses

Narative description of the basis used to defermine the overall expecled rate of relurn of assefs:

Owerall expected rate of return on plan assets is based upon historical retums of investment
performance adjusted to reflect expectations of future long-lerm refurns byassetclass.

Actual return on plan assels

47

Restated

6,325 6,145
280 450
(1,903)
7,746 8,656
{5,370) (7.339)
7078 7,912

Restated
19513 (5,097}
(3,497) {13,805)
16,016 (18.902)

Restated
23,609 2,242
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28 PENSIONS {continued)

Principal actuarial assumption used at the balance sheel dale

Discount rates 45 4.1
Expected rate of return on plan assets 58 5.0
Fulure salaryincreases 5.1 45
Future pension incteases 28 22
RPiinfiation 28 30

* gurrent inflation rate as average Bank of England inflaton rate now used

Five year history
Restated Restated Restated Restated
Presentvalue of the plan liabililies (199,226) (187,691) (161,460) (144,210 {137,310}
Fair valug of the plan assels 133,228 106,093 100,700 85500 67,680
Deficit on the pension pians (65,998) {81,598 (60,760) (58,710} {69,630)
Experience adjustmenls arising on;
Plan fiabilites 5 (1.558) 290 1,240 {340)
Plan assels 19,513 (4.930) 4,360 7510 {8,000}

The group’s best estmate of the conlribulions expecied to be paid in the year beginning 1 August 2013 is £6.19m.

The approximate sphit of the scheme assels and assumed rates of return adopled by the Employer for the puipese of FRS17 is shown below:

et sty SO i

1% pa) 2012 (% pa) ()

Equities 6.3 78.0% 54 170%
Property 46 4.0% 37 40%
Bonds 43 13.0% 38 15.0%
Cashlother 34 50% 28 4.0%
Total 100% 100%
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28 PENSIONS {continued)

London Pension Fund Authority LPFA) Pension Scheme

Adefined benefil pension scheme (LPFA) is operated on behalf of the employees of KUSCO Limited,
the figures disclosed below hawe been darived from the actuarial valuations carried oul by Bameit Waddinglon

as at 31 July 2013.

Reconciliation of present value of plan fiabilities

At the beginning of the year

Current senvice cost

Interest cost

Acluariallosses

Benefits paid

Loss on curtailments and setfements

Atthe end of the year

Reconciliation of present value of plan liabilitias

Schemes wholly or partly funded

Reconciliation offalr value of plan assels

Atthe begirning of the year

Evpecled rale of refurn on plan assets
Actuarial gainsf{losses)

Contribution bygroup

Banefits paid

Athe end of the year

NOTES TO THE ACCOUNTS
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8,107 6316
173 196
369 338

1,293 1332
(322) (75)
1903
11523 8,107

11523

8,107

11,523

8,107

4231 3,566
250 232
1,931 115
433 446
(372) (128)
6473 4231
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28 PENSIONS (continusd)

Reconciliation to balance sheet

Presentvalue of funded obligations {11,523) 8,107)
Fair value of pian assels 6,473 4,231
Pian deficit (5,050) {3.876)

Related deferred tax asset -

Net fiability (5,050) (3876)

The amounts recognised in profit and loss are as follaws:

Included in other operaling expenses;
Current sendce cost 173 196
Loss on curtailments and setiements 1,963

Included in inferest payable:

Interesicost 369 338
Expected refurn on plan assels (250} (232)
2,185 302

Analysis of amount recognised in stalement of folal recognised

gains and losses

Actual return less expected return on pension plan assets 657 {188)
Experience gains and losses arising on the scheme liahililies - {284
Changes in assumplions underlying the presentvalue of the (19) {745)

scheme liabilities

Actuarial (losses)gains recognised in the statement of total 638 (1,217)
recagnised gains and losses
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28 PENSIONS {continued)

£000s -

Cumulative amount of losses recognised in tho statement of
fotal recognised gains and losses (2,338) (2,734)

(2,336) (2,734)

Narralive descriplion of the basis used to delerming the overall expecled rale ofreturn of assels

Overalf expected rate of return on plan assets is based upen historical returns of investment
perfomance adjusted fo reflect expectations of future leng-term returns by asset class.

Aclual return on plan asseis 007 43

Principal actuarial assumption used al the balance shee! date

Discount rates 45 39
Expected rate of return on plan assets 54 g2
Fulure salaryincreases 4. 35
Future pension increases 24 18

Five year hislory
Presentvalue of the plan liabilities {11,523} (8,107} (6,316) (5,733) (5,419)
Fair value ofthe plan assets 6473 4,231 3,566 2,805 2,485
Deficit on the pansion plans (5,050} (3,876) (2,750) (2,828} {2,934)
Experience adjusiments arising or:
Plan assels 857 15 i16 79 (350)
Plan liabilifes - {587) - -

The group's best estimate of the contributions expected to be paid in the year beginning on 1 August 2013 is £385,000.

Estimated assef allocation as at 31 July

Equities 3,042 47 3,004 71
Targe! Return Porifolio 1,877 29 423 10
Allemative Assels 518 8 677 16
Cash 1,036 16 127 3
Cther Bonds - - . -

6,473 160 4,231 100

The pension Lability as at 31.July 2013 and 31 July 2012 excluded the impact of bulk transfer of staff from the London Borough of Kingston,
which is yet {o be compleled. We are unable to obtain an estimale of the impactof the transfer.
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28, PENSIONS (continued)
Pension costs

The University's employees belong to three principal pension schemes, the Teachers' Pensions Scheme (TPS), the Universities
Superannuation Scheme (USS) and the Local Government Pension Scheme (LGPS). All are defined beneiit schemes. The total
pension cost for the year ended 31 July 2013 was £2,042,823 (2012: £1,749,325), this included an amount of £42,888 (2012:
£41,851) being notional interest in respect of enhanced pension entilements for staff who have taken early retirement. The
calculation of the cost of early retirement provisions charged to the Income and Expenditure account in the year of retirement is
based on the total capital cost of providing enhanced pensions with allowance for fulure investment returns at 3.5% in excess of
price inflation.

Teachers' Pension Scheme

Under the definitions set out in Financia! Reporting Standardg 17 - Retirement benefits, the Teacher's pension scheme (TPS) is a
multi-employer pension scheme. As the TPS is underwritten by central government and the University has no future obligation to
make coniributions to the scheme, this is effectively a defined contribution scheme in so far as it affects the Universily. As a
result, contributions to this scheme are accounted for as if the scheme was a defined contribution scheme.

The University has set out below the information available on the Scheme and the implications for the University in terms of the
anticipated contribution rates.

The employers’ contribution rates for the Universily's academic staff were 14.1% of pensionable salaries from 1 August 2012 to
31 July 2013.

The Teachers' Pension Scheme Is a statutory, contributory, unfunded, defined benefit scheme. The regulations under which the
TPS operates are the Teachers’ Pensions Regulations 1997, as amended. Contributions are credited to the Exchequer on a "pay
as you go" basis under arrangements governed by the Superannuation Act 1972. A notional asset value is ascribed to the
Scheme for the purposes of determining contribution rates.

The fast vatuation of the TPS related to the period 1 April 2001 to 31 March 2004. The Government Actuary's report of October
2006 revealed that the total liabilities of the Scheme {pensions currently in payment and the estimated cost of future benefits)
amounted to £166,500 million. The value of the assets (estimated future contributions together with the proceeds from the
notional investments held at the valuation date) was £163,240 million. The assumed real rate of return is 3.5% in excess of prices
and 2% in excess of earnings. The rate of real earnings growth is assumed to be 1.5%. The assumed gross rate of return is
6.5%.

The 2006 interim actuarial review, published in June 2007, concluded, as at 31 March 2008, and using the above assumptions,
that the Scheme's total liabilittes amounted to £176,600 million.

The government has announced the 2008 valuation of this scheme has been suspended, pending the introduction of a reformed
scheme in 2015,

Universities Superannuation Scheme

The institution participates in the Universities Superannuation Scheme (1JSS), a defined benefit scheme which is contracted out
of the State Sacond Pension {S2P). The assets of the scheme are held in a separate fund administered by the trustee,
Universities Superannuation Scheme Limited.

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

The latest triennial actuarial valuation of the scherme was at 31 March 2011. This was the second valuation for USS under the
scheme-specific funding regime introduced by the Pensions Act 2004, which requires schemes to adopt a statutory funding
objeclive, which is fo have sufficient and appropriate assets to cover their technical provisions. The actuary also carries out
regular reviews of the funding levels. In particular, he carries out a review of the funding level each year between triennial
valuations and details of his estimate of the funding level at 31 March 2013 are also included in this note.
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28, PENSIONS {contfinued)

The triennial valuation was carried out using the projected unit method. The assumptions which have the most significant effect
on the result of the valuation are those relating to the rate of return on investments (ie the valuation rate of interest), the rates of
increase in salary and pensions and the assumed rates of mortality. The financial assumptions were derived from market yields
prevailing at the valuation date. An *inflation risk premium” adjustment was also included by deducting 0.3% {from the market-
implied inflation on account of the historically high level of inflation implied by government bonds {particularly when compared
to the Bank of England's target of 2% for CPI which corresponds broadly to 2,75% for RPI per annum).

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

Standard mortality tables were used as follows:

Male members’ mortality S1NA [Ylight”] YoB tables —
No age rating
Female members’ mortality S1NA {"light’] YoBE tables —

rated down 1 year

Use of these mortality tables reasonably reflects the actual USS experience but alse provides an element of conservatism to
allow for furiher improvements in mortality rates the CMI 2009 projections with a 1.25% pa long term rate were also adopted. The
assumed life expectations on retirement at age 65 are:

Males (females) currently aged 65 23.7 (25.6) years

Males {females) currently aged 45 25.5 (27.6) years

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

The actuary also valued the scheme on a number of other bases as at the valuation date, On the scheme’s historic gilts basis,
using a valuation rate of interest in respect of past service liabilities of 4.4% per annum (the expected return on gilts) the funding
level was approximately 68%. Under the Pension Protection Fund regulations introduced by the Pensions Act 2004 the Scheme
was 93% funded; on a buy-out basis (ie assuming the Scheme had discontinued on the valuation date) the assets would have
been approximately 57% of the amount necessary to secure all the USS benefits with an insurance company; and using the
FRS17 formula as if USS was a single employer scheme, using a AA bond discount rate of 5.5% per annum based on spot
yields, the actuary estimated that the funding level at 31 March 2011 was 82%.

As part of this valuation, the trustees have determined, after consultation with the employers, a recovery plan to pay off the
shortfall by 31 March 2021. The next forma! triennial actuarial valuation is as at 31 March 2014. if experience up to that date is in
line with the assumptions made for this current actuarial valuation and contributions are paid at the determined rates or amounts,
the shortfall at 31 March 2014 is estimated to be £2.2 billion, equivalent to a funding fevel of 95%. The contribution rate will be
reviewed as part of each valuation and may be reviewed more frequently.

The technical provisions relate essentially to the past service liabilities and funding levels, but it is also necessary to assess the
ongoing cost of newly accruing benefits. The cost of future accrual was calcutated using the same assumptions as those used to
calculate the technical provisions but the allowance for promotional salary increases was not as high. Analysis has shown very
variabfe levels of growth over and above general pay increases in recent years, and the salary growlh assumption built into the
cost of future accrual is based on more stable, historic, salary experience. However, when calculating the past service liabilities of
the scheme, a caulionary reserve has been included, in addition, on account of the variability mentioned above.
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28, PENSIONS (continued)

As at the valuation date the Scheme was still a fully Final Salary Scheme for future accruals and the prevalling employer
contribution rate was 16% of Sataries.

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

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

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

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

Flexible Retirement
Flexible retirement options were introduced.

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

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

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

The actuary has estimated that the funding level as at 31 March 2013 under the scheme specific funding regime had fallen from
92% to 77%. This estimate is based on the results from the valuation at 31 March 2011 allowing primarily for investment returns
and changes to market conditions. These are sighted as the two most significant factors affecting the funding positions which
have been taken into account for the 31 March 2013 estimation.

On the FRS17 basis, using an AA bond discount rate of 4.2% per annum based on spot yields, the actuary calculated that the
funding level at 31 March 2013 was 68%. An estimate of the funding level measured on a historic gilts basis at that date was
approximately 55%.

Surpluses or deficits which arise at future valuations may impact on the institution’s future contribution commitment. A deficit may
require additional funding in the form of higher contribution requirements, where a surplus could, perhaps, be used to similatly
reduce contribution requirements. The sensitivilies regarding the principal assumptions used to measure the scheme liabilities on
a technical provisions basis as at the date of the last triennial actuarial valuation are set out below:
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28, PENSIONS {conlinied)

Assumption Change in assumption Impact on shortfall
Investment return Decrease by 0.25% Increase by £1.6 billion
The gap between RPl and CPI | Decrease by 0.25% Increase by £1 billion
Rate of salary growth Increase by 0.25% Increase by £0.6 billion
Members live longer than

assumed 1 year longer Increase by £0.8 billion
Equity markets in isolation Fall by 25% increase by £4.6 billion

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

The trustees believe that over the long-term equity investment and investment in selected allernative asse! classes wilf provide
superior returns to other investment classes. The management structure and targets sef by the trustee are designed to give the
fund a significant exposure to equities through porifolios that are diversified both geographically and by sector. The trustee
recognises that, putting the issue of the USS fund's size and scale to one side for a moment, it might be theoretically possible to
select investments producing income flows broadiy simitar to the estimated fiability cash flows. However, in arder to mest the
long-term funding objective within a level of contributions that it considers the sponsoring employers would be willing and able to
make, it is necessary and appropriate for the trustee to take on a degree of investment risk relative to the liabilities. This taking of
investment risk seeks to target a greater return than the matching assets would provide whilst maintaining a prudent approach to
meeting the fund's liabilities. Before deciding what degree of investrent risk to lake relative o the liabilities, the trustee receives
advice from its internal investment team, Its investment consultant and the scheme actuary, and importantly considers the ability
of the sponsoring employers to support the scheme if the invesiment sirategy does not deliver the expected returns.

The positive cash flow of the scheme means that it is not necessary 1o reafise investments to meet liabilities, and the scheme
actuary has confirmed that this is likely to remain the position for the next ten years or more. The trustee believes that this,
together with the ongoing flow of new entrants into the scheme and most critically the ability of the employers to provide
additional suppert to the scheme should additional contributions be required, enables it to take a longer-lerm view of its
investments. Some shart-term volatility in returns can be tolerated and need not feed through immediately to the contribution rate.
Hawever, the trustee Is mindful of the difficult economic climate which exists for defined benefit pension schemes currently, and
the need 1o be clear about the responses that are avaitable should the deficits persist and a revised recovery plan becomes
necessary following the next actuarial valuation of the scheme as at March 2014, The trustee is making preparations ahead of the
next valuation to compile a formal financial management plan, which will bring together — in an integrated form — the various
funding strands of covenant strength, investment strategy and funding assumptions, in line with the latest guidance from the
Pensions Regulator,

At 31 March 2013, USS had over 148,000 active members and the institution had 60 active members participating in the scheme.

The total pension cost for the institution was £573k (2012: £463k). This is *net offincludes £60k (2012: £69k) *prepaid/outstanding
contributions at the balance sheet date. The contribulion rate payable by the institution was 16% of pensionable salaries.
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7% OTHER FUNDING

The University received additional funds from the funding councils (HEFCE and TDAY which ithotds and
distributes 1o either sludents or other educational pariners.

Access Funds  Life Long Learning Gfag:; adt:r;i?;rs,::eas‘ NSP Runds

(HEFCE) {HEFCE) {NCTL)
£ £ £ £

Balance as al 1 August2012 26,3584 12867 1,478,581
Funds received 429,850 . 4,251,676 798,000
Disbursementoffunds (507,803} . (4.287,536) (798.000)
Balance as at 31stJuly2013 (62,569} 12,967 1,442,721 -

The unspentbalance is held with credilors within deferred Income and other creditors.

30 RELATED PARTY TRANSACTIONS

In the course of normal cperations, related partytransactions entered into by the Universityhawe been contracted on an arm’s length basis during the
year,in accordance with the Universilys financial regulations and procurement policy,

The Universityhas taken advantage of the exempbion which is conferred by the Financial Reparting Standard (FRS) 8 - related Party disclosures thal
allows il not o disclose transaciions with wholly owned group underlakings.

Transactions relaing to franchised arrangements with South Thames Coflege mounted to payments of £271k (2011/12; £480k), an organisation in which
lhe principal Ms Sue Rimmerwas a member of the Kingston University Governing Body from November 2008 to $9 July 2013,

Granls were paid to Kingsten University Sludents Union amounting to £706k {2011/12; £693K), an erganisation in which the president, Ms Denza Gonsalves,
is @ member of Kingston University Governing Bady.

Transactons relating to franchised arrangements with St Georges Hospital Medical School, an organisation in which the Principal, Professor Peler Kopelman
is a member of the Kingston University Goveming Bodywere as fallows:

Franchising income . 74
Franchising cosls {440) (353}
(440) {279)

CAPITAL COMMITMENTS - CONSOLIDATED & UNIVERSITY

Capital expenditure contracled that has notbeen provided for
inthe financial stalements 8,315 5,028

8IS 5,028
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