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The University’s total income increased by 10.7%
compared with the previous year. Just over half of the
increase was attributable to the receipt of additional
grants from the Funding Councils in the year. The
additional grants reflected additional student numbers
and an out-performance in the 2001 research
assessment exercise. The additional grants also included
funds in support of an HEFCE Human Resources Strategy
to reward and develop staff (see Note 1 to the Financial
Statements) and grants towards the development of the
Peninsula Medical School. Student numbers for
2002/03 amounted to 10,712 full time equivalents
(2001/02: 10,161) giving rise to year-on-year
increases in income from full-time students of 12.7% and
from international students of 16.3%. Income from
research grants and contracts increased by 1.3% to
£12.5m; this is felt to be a disappointing performance
in respect of an area of activity which the University has
planned to develop. Revenue from residences, catering
and conferences increased year-on-year but at a rate just
below the level of inflation reflecting a sound
performance in the management of occupancies in the
student residences, the provision of retail services and
the management of conferences and retail functions.
Other income increased by 30% to £8.0m primarily as
a result of NHS funding in connection with the Peninsula
Medical School and success in attracting project
funding, particularly from the European Social Fund and
Regional Development Agency.

Expenditure, excluding depreciation, increased by
10.2% over 2001/02. The main recurrent increases
resulted from the recruitment of additional staff, the
effects of annual pay awards, which continued to
exceed the Government’s allowance in the HEFCE grant
settlement, increases in national insurance contributions
and in employer superannuation contributions. The
surplus for the year was £1,197k and the historical
surplus (after adjusting for the difference between an
historical cost depreciation charge and the actual
depreciation charge for the year calculated on the re-
valued amount) was £3.9m (2001/02: £2.1m).

For a period of ten years the University benefited from a
cessation of employer’s contributions to the University of
Exeter Retirement Benefits Scheme (ERBS). An in-year
interim valuation of the Scheme in 2002 showed that the
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funds held were insufficient to meet anticipated future
commitments; this position had arisen as a result of the
downturn in investment performance, which has affected
most pension schemes. The University reintroduced









g) involved the Audit Committee in reviewing the
University’s approach to risk management;

h) adapted internal audit planning arrangements and
the methodology and approach of the Auditors to
reflect the adoption of risk management;

i) conducted an annual review of the University’s
insurance arrangements; and

j) incorporated risk management more fully into the
University’s planning and decision making process.

The work of the Internal Auditors is informed by an
analysis of the risks to which the University is exposed
and internal audit plans will be based upon this
analysis.  The Council of the University endorses internal
audit plans on the recommendations of the Audit
Committee.  At least annually the Internal Auditors
provide the Audit Committee with a report on internal
audit activity in the University.  The report includes an
independent opinion on the adequacy and effectiveness
of the University’s system of internal control, including
internal financial control.

R EG I S T ER  OF  INTERES TS

The University maintains a Register of Interests of
members of the Council, which may be consulted by
arrangement with the Registrar and Secretary.

FURTHER  INFORMAT ION

The Statutes of the University specify that the Registrar
and Secretary should act as Secretary of the Council to
whom any enquiries about the constitution and
governance of the University should be addressed.
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The Council has taken reasonable steps to:

• ensure that funds from the Higher Education Funding
Council for England and the Teacher Training
Agency are used only for the purposes for which
they have been given and in accordance with the
Financial Memorandum with the Funding Council
and any other conditions which the Funding Council
may from time to time prescribe;

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

• safeguard the assets of the University and prevent
and detect fraud;

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

• ensure that the key principles of effective risk
management have been applied in line with the
requirements of HEFCE’s Accounts Direction.

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

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

• a



comprehensive Financial Handbook, detailing
financial controls and procedures, which is updated
on an annual basis;

• a professional Internal Audit team whose annual
programme is approved by the Audit Committee and
endorsed by Council and whose head provides
Council with a report on internal audit activity within
the University and an opinion on the adequacy and
effectiveness of the University’s system of internal
control, including internal financial control;

• a formalised treasury management policy.

Council’s review of the effectiveness of the system of
internal financial control is informed by the work of the
Internal Auditors, the Audit Committee (which oversees
the work of the internal audit service), the individual
members of staff within the University who have
responsibility for the development and maintenance of
the financial control framework and comments made by
the External Auditors in the management letter and in
other reports. The University currently contracts out the
internal audit function: Deloitte and Touche was the
service provider during the year to 31 July 2003 and
will provide the service during 2003/04 also.

Any system of internal financial control can, however,
only provide reasonable, but not absolute, assurance
against material misstatement or loss.
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consistently applied and adequately disclosed.

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

OP IN ION

In our opinion:

i) the financial statements give a true and fair view of
the state of affairs of the University and the group at
31 July 2003, and of the University’s and group
income and expenditure, and group cash flows for
the year then ended, and have been properly
prepared in accordance with the ‘Statement of
Recommended Practice on Accounting in Further and
Higher Education Institutions’, and with the
University’s Charter of Incorporation;

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

iii) income has been applied in accordance with the











GEN ERA L  POL IC I E S

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

b) Basis of accounting
The financial statements are prepared under the
historical cost convention modified by the revaluation of
certain fixed assets and investments.

c) Basis of consolidation



advice of the actuaries, based on the latest actuarial
valuations of the schemes. Contributions to the schemes
are charged to the Income and Expenditure Account so
as to spread the cost of the pensions over the
employees’ working lives with the University in such a
way that the pension cost is a substantially level
percentage of present and future pensionable payroll.
(In accordance with SSAP24). A small number of staff
remain in other pension schemes. (See Note 27).

BA LAN CE  SHEE T

a) Land and Buildings
Land and Buildings are stated at valuation or, in the
case of buildings in the course of construction, at cost.
The basis of valuation is open market value or, where
this cannot readily be established, depreciated
replacement cost. Messrs. King Sturge, Chartered
Surveyors, performed the valuation as at 31 July 2001.

Land, with the exception of that at the Camborne School
of Mines, is held freehold and is not depreciated as it is
considered to have an indefinite useful life. Freehold
buildings are depreciated over their expected remaining
useful lives, subject to a maximum of 40 years.
Leasehold land and buildings are depreciated over the
life of the lease.

Where expenditure incurred on the development of new
premises includes the cost of equipping the premises
with furniture etc., the expenditure is capitalised together
with the works costs. 

Where buildings are acquired with the aid of specific
grants they are capitalised and depreciated as above.
The related grants are treated as deferred capital grants
and released to income over the expected useful life of
the buildings.

b) Equipment
Equipment, including computers and software, costing
less than £25,000 per individual item or group of
related items is written off in the year of acquisition. All
other equipment is capitalised.

All equipment acquired prior to 1 August 1994 was
written off in the year of acquisition. On the grounds of
economy, effectiveness and efficiency it was not



considered to be practical to show an opening valuation
at 1 August 1994.

Capitalised equipment is stated at cost and depreciated
over its expected useful life, as follows:

Computer equipment - 4 years

Equipment acquired for specific 

research projects - project life 

(generally 3 years)

Other equipment - 8 years

Where equipment is acquired with the aid of specific
grants it is capitalised and depreciated as above. The
related grant is treated as a deferred capital grant and
released to income over the expected life of the






















































