NIVERSITY

| IR M

Emn‘ TN T N Y VR WL R
T SSRGS - EESEEE 1 F R

2018-2019



DMU has been named the first-ever University
of the Year for Social Inclusion in The Times and
Sunday Times Good University Guide 2019
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INTERIM CHAIR’S INTRODUCTION
TO THE ANNUAL ACCOUNTS 2018/19

| am pleased to introduce the Annual Accounts for the
financial year 2018/19.

This year saw a number of senior changes at De Montfort
University (DMU), with a Vice-Chancellor of nine years
departing his role alongside the Chair of the Board of
Governors of 12 years and several former governor
colleagues. The involvement of the higher education
sector’s regulator, the Office for Students, culminated

in the publication by the university of an action plan for
improvement that will see us make a number of necessary
changes to our governance arrangements. The Interim
Vice-Chancellor is leading the university through the
required changes, pending a permanent appointment
early in the next calendar year.

Externally, the picture across the sector is no less
challenging. The recently published Review of Post-18
Education and Funding, led by Philip Augar, will present
significant financial challenges for the sector should
the government (and a new prime minister) ultimately
choose to adopt its findings. The headline reduction in
fees from £9,250 to £7500 from the 2021/22 academic
year would equate to a loss in funding for the university
in the region of £30 million, if this deficit were not to
be replaced by the government. Competition for the
recruitment of new students remains fierce, nationally

and internationally, and the university continues to seek
to diversify the countries from which it draws international
students, with particular success in India.

Despite these numerous challenges, DMU's financial
performance remains extremely positive. Our accounts
clearly evidence a strong cash and surplus position built
on solid financial planning and an upward trajectory

of student recruitment. This position was recently
independently validated, when the university's credit rating
was upgraded from ‘Aa3 negative’ to ‘Aa3 stable’. DMU
was one of only a small number of universities to be
recognised in this way by Moody's Investors Service, the
credit ratings agency.

The university’s position within the sector as a whole
continues to be equally strong. We remain proud to be
recognised as a university ranked Gold in the Teaching
Excellence and Student Outcomes Framework (TEF),

an appropriate acknowledgement of the consistently
outstanding teaching and learning at DMU, and its impact
on our students. Our student population remains one of
the most diverse in the country, reflecting the culturally
vibrant city in which we are based. Nearly four out of five
of our students are the first in their families to attend
university, nearly one in six has declared a disability and
more than half of our undergraduates come from black,
Asian or minority ethnic backgrounds. Our performance

in this area culminated in DMU being named the first-
ever University of the Year for Social Inclusion in The
Times and Sunday Times Good University Guide 2019,
and we remain strongly committed to widening access to
higher education and supporting students from diverse
backgrounds to enable them to achieve their full potential.

The 2018/19 year has seen positive performances in
a number of our key metrics. The university rose 10
places to be ranked 61st in the Guardian’s University
Guide 2020, and has been ranked between 151 and
200 in the Times Higher Education’s list for the world's
best universities that are less than 50 years old. For

the first time, DMU has been ranked in the QS World
University Rankings, where it was placed between 801
and 1,000. In the 2019 National Student Survey, our
score for overall student satisfaction dropped slightly, as
did that of many of our competitors across the sector.
However, we still managed to outperform by 2 per cent
our benchmark as set by the Office for Students, and
several of our programmes received scores of 100 per
cent student satisfaction. As ever, the survey identified
a number of areas where our performance could be
improved to further enhance the student experience,
and improvements in these areas will be a priority for the
university in the 2019/20 academic year.

The university continues to work closely with the United
Nations (UN) in its role as a member of the UN's
Academic Impact programme, and as a designated hub
for Sustainable Development Goal (SDG) 16 — to promote
peace, justice and strong institutions. In April, we were
ranked 50th in the world in the Times Higher Education’s
inaugural University Impact Rankings. These rankings
are informed by the way in which universities are working
towards achieving the SDGs, and DMU'’s placement in
the top 50 demonstrates our commitment to embodying
these goals in our internal practices and policies.

Through our flagship DMU Local initiative, we continue to
demonstrate our commitment to the public good by using
the knowledge and skills of students and staff to work
with communities across Leicester. Some of the highlights
of this year include working with Leicestershire Police

to create a safehouse for victims of modern slavery, and
the launch of a creativity network in the New Parks area
of Leicester. In April, we held our inaugural Homecoming
event, bringing together on campus our alumni and
offering them the opportunity to reconnect with DMU

as well as with friends and teachers. We hope that such
engagements will further strengthen our connection to
our graduates and highlight the important role that they
can play in the future of the university.

In May, we formally opened the Stephen Lawrence
Research Centre, a facility that aims to initiate and sustain
activities that will shape and influence how we think
about race and society. The centre will bring together
academic colleagues from across the university whose
work will build on areas of existing research expertise
across themes relating to: histories of black and minority
ethnic communities in Britain; the concept and practice of
institutional racism; denials of justice; and the psychology
of racial violence.

As previously mentioned, there have been a number of
changes in the composition of the board. Four independent
governors departed in 2018/19 and were replaced in the
summer with the recruitment of Professor Fiona Cownie,
Charles llako, Sara Pierson and Daniel Toner, all of whom
bring substantial experience and expertise to the board.
We also welcomed four co-opted members in the form

of Dianne Buchanan, Phil Clarke, Jasvinder Sanghera

and Peter Tansley, who bring specific skills to the work

of the Audit, Finance and Human Resources, and Ethics
Committees. We were pleased to welcome Diya Rattanpal
onto the board as our new student governor and, for the
first time in a number of years, democratically elected staff
representatives from among both academic colleagues and
the professional services.

I would like to take this opportunity to extend my thanks,
and those of the Board of Governors, to all members of
university staff for their invaluable contribution to DMU,
in what has been a challenging period.

Ms Lin Hinnigan



OPERATING AND FINANCIAL

REVIEW 2018/19

The university's Strategic Plan 2018-23 builds upon

our previous framework, which we developed through
discussion and engagement across the university. The
Strategic Plan focuses on improvements that are driven

by what our students want and deserve, improvements

that will strengthen our position in the new university
hierarchy. The plan, approved by our Board of Governors
and launched in the summer of 2018, sets out the direction
required to achieve our ambitions in a vibrant sector.

Our mission:

We are a scholarly community that is committed to the
public good and driven by an unrivalled ability to challenge
convention and create impact.

Our vision:

By 2023, our unsurpassed commitment to the public good
and transformational scholarship will position us as the
definition of a 21st-century global university.

To help us achieve this vision, we are focusing our efforts
on the five themes detailed in the Strategic Plan.

1. Delivering a transformational educational
experience that works for all

Creating and applying knowledge
Promoting our city

Strengthening our global influence
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Enhancing our effectiveness through our diverse
and vibrant university community

We have a reputation for transforming students from
diverse, non-traditional backgrounds into successful,
change-making graduates. Our Gold award in the nationally
recognised TEF assessment reflects that our students are
encouraged to engage fully with life at DMU, contribute to
creating their own unique learning experience and make
the most of every opportunity that comes their way.

Our commitment to reducing the attainment gap between
black, Asian and minority ethnic (BAME) and white
students within UK higher education is well documented
and DMU is an integral part of Freedom to Achieve, a
ground-breaking project to positively address this issue.

Freedom to Achieve asks whether our teaching, learning
and assessment creates an accessible and culturally
relevant curriculum in which students are able to see
themselves reflected, and equips students with the skills to
contribute positively to, and work effectively in, a global and
diverse environment.

We have successfully implemented innovative programmes
such as DMU Global and Universal Design for Learning
(UDL), which show our commitment to providing
international experiences and inclusive teaching for our
students. We are also building on this excellence with DMU
Works — a careers and employability programme focusing
on ensuring our students are work-ready — and exploring
methods to support and retain students in inclusive ways.
DMU Square Mile, DMWs/0 -1.4al and Uquare Mile, Indi
gontrinueto providie voluterring apportunityiesfor our
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We ensure that all our students are able
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Over the past three years the university has sought to
transform the lives of people who live in some of the poorest
conditions in India through our Square Mile India initiative

to them through initiatives such as the National Teaching
Fellowships (NTF) and Vice-Chancellor’s Distinguished
Teaching Awards (VCDTA). The latter celebrate those

who inspire both inside and outside the classroom, and in
2018/19 students submitted more than 600 nominations
for 12 annual awards. The university is proud of its
commitment to academic excellence, highlighted by the
fact that it has been awarded 22 NTFs. Moreover, 81.5

per cent of DMU staff have received recognition for their
achievements in learning and teaching, and some staff have
gained more than one accolade. These include Advance HE
Fellowships, NTFs, DMU Teacher Fellows, the VCDTA, and
the Postgraduate Certificate in Teaching and Learning in
Higher Education.

In 2019, we formally launched our Centre for Academic
Innovation (CAl), which will become a beacon for change

and innovation within and beyond the university, with a focus
on enhancing the learning and teaching experience. It will

be home for existing and developing educational initiatives,
such as UDL, and will provide a base for recipients of the
DMU Teacher Fellows, NTFs and the Collaborative Award for
Teaching Excellence.

Our investment in CAl is also matched by our commitment to
strengthen our personal tutoring system, where in 2018/19
we established the position of senior tutor. This is a new
position at DMU and reflects our commitment to develop our
personal tutoring provision through working with staff and
students, and better understand the preparedness of staff
and students’ expectations and needs.

A hallmark of a DMU education is our commitment to
engage students in practical and applied learning. An
important aspect of this is the contribution that our student
body makes to our own city. In 2018/19 alone, 20,465 hours
of volunteering were recorded by 1,380 students through
our DMU Local initiative. These projects have had a massive
impact on our local community and highlight the university's
commitment to the public good. Apart from the enrichment
of students’ own learning, these experiences often require
them to undertake specialised training which, alongside the
volunteering hours, is recorded on their Higher Education
Achievement Reports.

Just as we have a commitment to broaden our students’
learning and understanding through local engagements,

we equally seek to ensure that they are engaged with
developments at a global level. An important aspect of this
is our award-winning international experience programme
DMU Global. Since its inception in 2014, it has offered more
than 13,000 overseas travel opportunities to more than

65 international destinations. In 2018/19, 3,020 students
took up this opportunity and reported a 96 per cent
satisfaction rating.

Over the past three years the university has sought to
transform the lives of people who live in some of the
poorest conditions in India through our Square Mile India
initiative. This has seen our students volunteer to build
houses that were also designed by our Architecture
students, to prevent them from flooding in the rainy season.
In 2018, our work in this area was named International
Strategy of the Year in the Times Higher Education
Leadership and Management Awards. Initiatives such as
these have a profound impact on our students by enriching
their learning and increasing their awareness of their own
responsibilities as DMU ambassadors and global citizens.
This also translates into their future employability and a
commitment to lifelong learning.

The latest Destinations of Leavers from Higher Education
survey places DMU 17th in the UK for graduate employment
rates, with 97.3 per cent of our 2017 graduates in work

or further study six months after graduating, up from

96.7 per cent in 2016, and well above the national average.
To maintain the momentum of this success, in 2018/19 we
launched DMU Works, an enhanced career development
offer to help ensure we engage all students with the highest
levels of support to progress to highly skilled work in the
year after graduation. A key feature has been the creation of
the DMU for Life programme, which comprises the creation
of DMU alumni clubs, networks and communities around
the world and has significantly enhanced networking and
communications opportunities for our graduates.

To enable our graduates to be in the best possible shape
for the future challenges of work, we have increased the
number of students taking part in sandwich placements.
Participation has increased sharply from 261 in 2016/17
to 482 in 2018/19 and this growth will continue as a key
element in our employability strategy. In 2018/19, we
launched an enterprise placement year, enabling students
to develop their business idea within a 12-month support
framework of business advice and bursary funding.

As we look to the future, we have identified a need to make
industry experience more accessible to all our students

and have introduced a new offer of short professional
experiences that place students in businesses to learn
directly from industry experts. We support transport costs
where needed, ensuring these opportunities are fully
inclusive. A total of 408 students participated in this initiative
in 2018/19. These employer-hosted insights are proving
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increasingly attractive and effective for both employers and
students as a recruitment tool. To take but one example, one-
day visits by DMU students to the Sainsbury’s headquarters
in 2017/18 and 2018719 have resulted in 18 direct graduate
job offers.

Our focus on applied learning is evidenced by the fact that
the number of timetabled employability sessions built into
academic programmes has risen from 163 in 2017/18 to
239 in 2018/19, with total attendances of 8,289 students
this academic year. We have introduced greater variety

into the sessions by including the Placement, Enterprise
and Mentoring teams to lead them, as well as increased
employer speakers. An example of the impact is an increase
from three Law students signing up for the Employability
Mentoring programme in 2017/18 to 20 in 2018/19.

The Careers and Employability team has run 649
extracurricular events this academic year, attended by
6,473 students. Examples of successful new events
include careers drop-in sessions held at the Campus
Centre, attracting 424 students over two days. Elsewhere,
our monthly Connect @ The Co-working Café event

has been designed to encourage collaboration between
DMU students and the local start-up community. This
event typically attracts 50 to 100 students and employers.
The team has also introduced a leadership development
programme for BAME students, working in partnership with
Elevation Networks, a charity supporting BAME students’
access to competitive graduate schemes. In 2018/19, 150
students participated in the programme.

Finally, our Employability Mentoring programme continues

to expand and surpass targets for student engagement

and positive feedback. The number of students engaging in
group mentoring has grown from 115 in 2017/18 to 357 in
2018/19, with 54 placed in a successful ongoing one-to-one
business mentoring partnership and 100 per cent positive
feedback from students on the quality of their experience.
The scheme was re-awarded the Approved Provider
Standard for Mentoring and Befriending by the National
Council for Voluntary Organisations in 2019.

An indication of the success of all of these initiatives is the
feedback that students provide on their own learning. In the
latest National Student Survey (NSS) for 2019, some 84 per
cent of students either 'strongly agree' or ‘agree' that they
are satisfied with their overall course experience. While this is
a decrease of 2 per cent compared with 86 per cent in 2018,
the benchmark figure for overall student satisfaction was 82
per cent, which means that the university is still 2 per cent

above performance. Moreover, overall satisfaction is above
the sector average of 83.65 per cent. Alongside the NSS, all
DMU undergraduate and postgraduate taught students have
the opportunity to provide anonymous feedback on their
module experience. The institutional mean score from the
main survey period of 2018/19 was 4.13 out of 5, where one
is ‘definitely disagree’ and five is ‘definitely agree’. We are
proud of the feedback from our student body, from whom we
also gain more informal feedback through the Student Voice
Committee and Ask the Expert panels.

A critical part of the support that we provide our students

is through the work of our colleagues in Student and
Academic Services (SAAS). Working in unison with
University Learning, Teaching and Assessment Strategy,

the department's refreshed 2018 Student Experience
Strategy is designed to transform our students and help
them embrace opportunities, build confidence and realise
ambitions. Three key elements — co-creation, transformation
and support — provide the backbone to the strategy. An
example of this work is that DMU provides eligible students
with a free licence for Brain in Hand, an assistive technology
designed to support individuals with autism, mental health
difficulties, specific learning differences and acquired

brain injuries. Brain in Hand helps students, especially
those who find it difficult to make decisions, respond to
everyday problems and self-manage their anxiety, as well

as build strategies and solutions for managing changstudents provide on their sitargetsf 5, whmfden(mb..d. rain iFirateg
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DMU's Cyber Technology Institute received
recognition as an Academic Centre of
Excellence in Cyber Security Research

CREATE AND APPLY KNOWLEDGE THAT FURTHERS
GLOBAL SOCIETAL AND ECONOMIC DEVELOPMENT

DMU has been engaged in a number of outstanding
projects over the year, supported by external research
grants and contracts. Highlights include:

The Music, Technology and Innovation — Institute for
Sonic Creativity (MTI?) continued to combine outreach
with cutting-edge initiatives. Its €4 million Creative Europe
Interfaces Project continues with key developments in
multilingual e-learning (EARS 2), sonic creativity software
for anyone (Compose with Sounds), and an international
conference on best practice models in bringing new
music to new audiences. The institute has also been
offering workshops in sonic creativity and DIY making,
which have been published online, and a festival of new
site-specific sound installation and visual music work

in Leicester.

International competition awards have been won

by DMU's Professor John Young (Festival KLANG!,
Montpelier, and Musica Nova 2019, Prague), Professor
Bret Battey (MADATAC X, Madrid), and Midlands4Cities
PhD student Sam Topley (Maker Faire Dubai). There
have been a number of MTI? concerts and broadcasts,
including Czech Radio and a concert in Brno, and several
one-composer concerts internationally. DMU’s Dr John
Richards has also featured in a new documentary film
The Sound is Innocent (a Slovakian film created for, and
broadcast on, ARTE television).

With funding from the British Academy/Leverhulme,
Professors Jonathan Payne, of DMU's People
Organisations and Work Institute (POWI), and Caroline
Lloyd, of Cardiff University, are researching the impact

of robotics on employment, skills and job quality through
grounded case studies in hospitals and food and drink
processing sectors in Norway and the UK. The project is
part of POWI's mission to support decent work in line with
the UN's SDG 8.

In 2019, Professor Payne showcased the research at

an event for special guests of the British Academy and
was an invited speaker at a conference, co-hosted by the
International Labour Organisation, aimed at informing

its Global Commission on the Future of Work. Professor
Payne and Professor Lloyd also presented their work at
a roundtable debate hosted by a Norwegian company,
which included the main social partners in Norway. The
company said:

“It led to good dialogues and reflections among the
participants about how the Norwegian industry and work
environment could, and should, prepare for the increased
introduction of robotics and Al (artificial intelligence), how
and when employees should be involved to get successful
implementation and use of technology, and how the right
approach could create local and national competitiveness!

The annual British Silent Film Festival, co-run and curated
by Laraine Porter and held at Leicester's Phoenix Cinema
and Art Centre, has received ongoing financial support
from the British Film Institute, being granted £20,000

in 2019. Broadcaster and writer Matthew Sweet has
written: “Until recently, British cinema before the coming
of the talkie was customarily dismissed as amateurish
and genteel. That this opinion is fading away is largely
due to the organisers of the annual British Silent Film
Festival who, for the past 13 years, have been screening
neglected treasures from the archives, and rebuilding a
sense of the talents who produced them and the people
who watched”

Professor Ernest Edmonds, of the Institute of Creative
Technologies, was the featured artist at the SIGGRAPH
2018 Art Exhibition and was fully funded to attend,
exhibit and speak at the Vancouver event. SIGGRAPH is
the leading computer graphics international conference
series, attracting around 16,000 academic and industrial
delegates. Professor Edmonds’ exhibited works were
linked to the celebration of the 50th anniversary of the
Art, Science and Technology MIT Press journal Leonardo
and were each directly related to one of his contributions
to the journal over that period. He gave an invited talk

on his work and those connections. Professor Edmonds’
contribution was also documented in the associated
edition of that journal. During the conference, he was
made a founding member of the prestigious SIGGRAPH
Academy ‘for major contributions to the development

of computational art, and to the broader field of
contemporary art'.

DMU's Dr Nicoleta Moisoi is working on projects funded
by Alzheimer’s Society and Parkinson’'s UK to dissect

the impact of mitochondria stress signalling in microglia,
the brain immune cells, on modulating the disease
progression. In addition, Dr Dan Sillence’s work on
Niemann-Pick C (NPC) disease, a rare neurodegenerative

19
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condition that's also identified as ‘childhood Alzheimer’s’,
has identified novel therapeutic strategies that benefit
NPC and can be repurposed as Alzheimer's and

21
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PROMOTING OUR CITY

We believe that universities have an important role to play
in their cities and communities. DMU has made a strong
commitment to Leicester, through the investment in our
campus, our public engagement, our partnerships and our
work with businesses.

Much of our work in the city is exemplified through the
activities of DMU Local. In the past year, our students
contributed 20,465 hours of volunteering to more than
100 projects to improve health, education and social
regeneration, the vast majority in Leicester, but also in India,
New York, Amsterdam, Paris, Berlin, Brussels and Thailand.

A great deal of our partnership work is aligned with the
UN's 17 SDGs — a universal call to action to end poverty,
protect the planet and ensure that all people can live in
peace and prosperity. These are goals that we can all share
— and that the whole city can embrace.

Education

Around 400 student volunteers worked hundreds of hours
alongside the teaching staff of 60 primary and secondary
schools, many of which are in the city.

Student volunteers went out from DMU to work in more
than 40 of the city schools, while 20 sent their pupils to
the campus for activities. In primary and secondary schools
across Leicester, student volunteers have worked with
9,000 city schoolchildren.

DMU Local's wide range of projects has included Paired
Reading, Mathletics, Playdough, Excel Yourself, education
placements and Leicester’s first LEGO league. The
Mathletics sessions alone have now helped more than 300
talented maths pupils in year 6 to further improve their
skills ahead of their Key Stage 2 SATs.

The Paired Reading scheme has seen 50 student
volunteers go into city schools once a month. Forty
volunteers have gone into 17 primary schools and 10
volunteers into three secondary schools and boosted
the reading age among those pupils.

Volunteer students help with the Playdough scheme, which
has 260 pupils every year taking part in a maths-based
investment game centred around the notion of gains and
losses on the Stock Market.

The first project in Fosse, which borders the city centre
campus, has expanded rapidly. The Saturday arts club

runs every week, an IT4Free scheme has more than 30
attendees, and there are strong links with local schools.

Beaumont Leys city 55 TEe fcemetithday local.25 Tdan 300 Usterdam,panded-1ncilub
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In the past year, our students contributed
20,465 hours of volunteering to more
than 100 projects to improve health,
education and social regeneration
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STRENGTHEN OUR GLOBAL REACH AND INFLUENCE

DMU's global presence, reach and influence continued
apace throughout the academic year 2018/19, as did the
university’'s undiminished determination to heighten its

standing and reputation as an international force for good.

Transnational Education (TNE) activity continues to
expand under the direction of the university’'s Global
Partnerships Unit (GPU), supported by an ambitious
institutional commitment for growth. The number of
students studying overseas for a DMU award continued
to reach more than 2,100.

It is anticipated that more significant growth will come

in the year ahead following the approval of four new
partnerships in 2019, which will allow us to expand

our global footprint in Singapore and establish a TNE
presence in Malaysia, Bahrain and Thailand. Work

also continues with existing partners to maximise their
potential and support an enhanced student experience —
while two partnerships have moved to formal closures we
continue to build on existing portfolios with the addition
of several new programmes in readiness for the next
academic session. Three long-standing partners have
successfully completed a collaborative review and we
look forward to working with them as we enter the next
phase of our partnership.

Alongside this, GPU continues to work closely and
collaboratively with all of the university's faculties to
strengthen business development activities and ensure
a joined-up approach to fulfilling our TNE agenda.
Exciting and significant opportunities are emerging as a
result and work is currently under way to develop further
partnerships in Vietham, Cambodia, Dubai, Uzbekistan
and re-engagement in China.

The most recent figures published by the Higher
Education Statistics Agency relating to the academic
year 2017/18 positioned DMU as the top UK university
for international student growth for the second year
running, and in the academic year 2018/19 international
student recruitment remained an important focus for
the university. Expanding our global footprint through a
network of regional representatives, DMU built on the
successful foundations of previous years to achieve

a record number of international students. DMU saw
growth in enrolments from all international regions, but of
particular note, student recruitment from China and Hong
Kong surpassed 1,400 enrolments (40 per cent up on the
previous year) and recruitment from India was 96 per cent
ahead of the previous year with 878 enrolments.

At the heart of DMU's international strategy lies the
award-winning DMU Global initiative, offering students
life-changing opportunities to participate in unforgettable
experiences designed to illuminate their learning and
expand their cultural horizons.

By the end of the academic year, more than 13,000
students had travelled overseas as part of the initiative
since its launch in 2014, visiting more than 65 countries
worldwide, with a further 4,000 students taking advantage
of campus-based opportunities including foreign
language learning.

Our DMU Global trips have seen Contour Fashion
students visit Victoria’s Secret in New York, Audiology
the unig ash . End in Filmudents

By the end of the academic year,
more than 13,000 students had
travelled overseas as part of DMU
Global since its launch in 2014
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ENHANCE OUR EFFECTIVENESS THROUGH OUR
DIVERSE AND VIBRANT SCHOLARLY COMMUNITY

The Enhance our Effectiveness theme provides us

with the key strategic drivers to achieve our ambitions:
developing and empowering our leaders at all levels;
outstanding financial performance to ensure sustainability
and value for money from our resources; and a relentless
focus on being a beacon for diversity, inclusion and
equality within our community. Without these things, we
cannot achieve the ambitions we have set ourselves in the
other four pillars of our Strategic Plan.

Throughout 2018/19 we continued to make considerable
progress with our IT core systems modernisation
programme, which is the largest technology-enabled
transformation that the university has ever embarked
upon. This includes the support required to upskill our
staff and realisation of the benefits of such a significant
change. Using the SAP business management system
as the foundation, we are improving the way we work
—both in terms of freeing up resources to enhance the
frontline academic and student experience, and also

by offering a step change in the way we manage our
organisational performance by providing modern, fit-
for-purpose systems. In 2016, we implemented finance
and procurement, and in 2017 we launched payroll

and human resource functionality, both of which have
continued to transform the day-to-day operations of the
university by providing enhanced functionality and self-
service. One example of this is the ease in which staff
can now communicate students' change of circumstance
notifications to the Student Loans Company and the
significant reduction in time needed to do this.

Crucial to our drive towards our 2023 strategic vision is
the role of our DMUfreedom charter, which recognises
and reaffirms our unwavering commitment to diversity and



30

CONCLUSION: LOOKING AHEAD — OPPORTUNITIES AND RISKS

DMU is well positioned to take advantage of opportunities
and to manage the risks of the current higher education
environment, and those that may arise in future years.

The university proactively reviews the most significant
risks facing the higher education sector, while
continuously monitoring the content of the strategic

risk register. This is aligned to the five strategic themes
outlined in our Strategic Plan, and their associated key
performance targets. The annual planning exercise
enables monitoring of these risks through strategic risk
registers at faculty and directorate level. This integral and
important component provides an assurance framework
and robust review of the overall university strategic risk
register. Key risks that are being managed are as follows:

Government policy and the political landscape

The university recognises the changing political landscape
in which it is operating. This includes being cognisant of
the changes in regulation implemented through the Office
for Students. The university is committed to maximising its
student outcomes as detailed in the TEF assessment and
Access and Participation plans. Wide-ranging initiatives
are in place to deliver these aspirations, such as Universal
Design for Learning and Freedom to Achieve, which will
ensure that all our students have the opportunity

to succeed.

Externally, the picture across the sector is no less
challenging. The recently published Review of Post-18
Education and Funding, led by Philip Augar, will present
significant financial challenges for the sector should

the government (and a new prime minister) ultimately
choose to adopt its findings. The headline reduction in
fees from £9,000 to £7500 from the 2021/22 academic
year would equate to a loss in funding for the university
in the region of £30 million, if this deficit were not to be
replaced by the government. The results of the 2019
general election may add further uncertainty to the sector,
particularly with political parties’ focus on Brexit.

Competition for the recruitment of new students

remains fierce, nationally and internationally, and the
university continues to seek to diversify the countries
from which it draws international students, with particular
success in India.

Student recruitment

Increased competition within the sector remains
challenging. To mitigate this, the university continues to
review its strategy to maintain our dynamic approach to
recruitment through initiatives such as the Proud To Be
More campaign. Overseas recruitment remains strong,
with a 26 per cent increase in enrolments between 2016-
17 and 2017-18. However, it is recognised that there are
risks to sustaining growth in the overseas markets, noting
possible impacts of leaving the European Union and how
this could affect the perception of the UK as a destination
for study.

Reputation

Increased regulation of the higher education sector
comes with increased scrutiny from both the regulator
and the general public. As a consequence, it is recognised
that the risk of reputational damage is significant. The
university has commenced a comprehensive review of

all relevant policies and regulations to ensure that the
governance is in place to meet these challenges. This

will be reinforced through an independent review of the
effectiveness of the university’s governance.

Information and cyber security

Ensuring enterprise resilience with respect to cyber
security and compliance with the General Data

Protection Regulation (GDPR) are major focuses for

the university. A programme has been established to
enhance cyber security, with the university working
towards a Cyber Essentials accreditation. Institutional
projects have seen updated processes, as well as training
and staff resources, which will ensure full compliance with
GDPR responsibilities.

Financial sustainability

Following the Higher Education and Research Bill, and
publication of the Review of Post-18 Education and
Funding, we recognise the potential impact to changes
to fees and funding arrangements for the university.
Although the recommendations have been made, the
university continues to model and plan for a range of
possible scenarios. We continue to be cautious in our
forecasting and seek efficiencies in our cost base.

The university is committed to
maximising its student outcomes as
detailed in the TEF assessment and

Access and Participation plans
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Financial performance in 2018/19

The university's has maintained a strong financial
performance for 2018/19, reporting a £3.9 million increase
in operating surplus to £14.6 million due to income growth
from successful student recruitment and retention alongside
well-managed costs. This solid financial performance
underpins the university's financial strength and sustainability,
enabling the provision of an excellent student experience in
a first-class campus.

Results for the year

The university's income and expenditure results for the year
ended 31 July 2019, are summarised as follows:

2018/19 2017/18

£'000 £'000

Income 245290 224842
Expenditure 230,838 213944
Surplus before other gains 14,452 10,898
Loss of disposal of fixed assets (36) (243)
Other gains 146 33
Surplus before taxation 14,562 10,688
Taxation 23 45
Surplus after taxation 14,585 10,733

Income analysis
Total income of £245.3 million increased by £20.5 million

(9.1 per cent) from 2017/18.

Income analysis 2018/19

Tuition fees and
education contracts,
86.1%

Funding body grants, 75%

Research grants

16%
Endowments,
donations and Residences,
investment income, catering and
0.6% other income, 4.2%

Tuition fees and education contracts increased by
£18.1 million (9.4 per cent) as a direct result of positive
recruitment and retention of students. An increase for
residences, catering and other income of £1.3 million
(14.3 per cent) is reported.

Expenditure analysis

Total expenditure of £230.8 million increased by
£16.9 million (7.9%) from 2017/18.

Expenditure analysis 2018/19

Other operating
expenses, 34.3%

Intrerest, 2.9%

Staff and
retructuring
costs, 55.8%

Depreciation, 70%

and other income,

Staff costs before restructuring increased by £10.3
million, reflecting the impact of workforce investments,
pay inflation and pension costs. This is a decrease of
0.1 per cent to 52.3 per cent as a percentage of income
compared to prior year.

Depreciation and amortisation charges of £16.1
million increased by £3.0 million reflecting increased
amortisation for the core systems modernisation
programme. The university has made a significant
investment into core systems modernisation of which
finance, procurement and human resources systems
have been replaced and implemented in the year.

Other operating expenses increased by £7.8 million,
reflecting the ongoing investment in innovative
student initiatives including DMU Global student
support services and sports. The university has also
invested in student associated costs to ensure the
standard of students recruited is maintained.

Balance sheet

The university's consolidated group Balance Sheet at 31 July
2019 reports total net assets of £1774 million, a decrease of
£9.6 million from 2017/18. This reflects the following items:

Fixed tangible and intangible assets of £319.3 million
increased by £2.9 million (2017/18: £316.5 million).
The university invested £15.3 million in new fixed
assets during 2018/19, of which £2.8 million was for
core systems modernisation and £2.5 million on a new
data centre. The other major capital spend included
completion of Beaumont Park phase II, construction
of the Hugh Aston courtyard extension and fit out of
Bede House. This was offset by the depreciation and
amortisation charges of £16.1 million

An increase in current assets of £30.9 million due to
investment in capital projects and timing of prepayments

An increase in creditors of £6.6 million, due to the scale
and timing of capital projects

An increase in pension provisions of £32.7 million
as a result of changes in the Local Government
Pension schemes
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STATEMENT ON CORPORATE GOVERNANCE

Corporate governance

This statement outlines for readers of the financial
statements the corporate governance procedures
adopted by the Board of Governors, covering the
period from 1 August 2018 to 31 July 2019, and the
subsequent period up until the date of approval of the
financial statements.

In early 2019, the university was the subject of a
regulatory investigation by the Office for Students (OfS).
DMU and the OfS agreed a number of areas where

the university's governance and mechanisms of internal
control had proven to be inadequate. These areas would
require improvement in order to strengthen the university’s
compliance with the OfS'’s regulatory framework. The
university’s progress in making these improvements

is being monitored via an action plan. The action plan
has been published on DMU's website, alongside a
statement in which the university acknowledges that its
management and governance require strengthening, and
that it will take the necessary steps to do so.

The issues identified by the OfS’s investigation have
further reinforced the Board of Governors’ recognition
that, as a body entrusted with both public and private
funds, it has a particular duty to observe the highest
standards of corporate governance at all times, and to
ensure that it discharges its duties with due regard for
the proper conduct of a business that receives public
funds. In carrying out its responsibilities, the Board of
Governors is committed to demonstrating best practice
in all aspects of corporate governance and to complying
with the Committee of University Chairs’ (CUC)

Higher Education Code of Governance, published in
December 2014, and updated in July 2018, and with the
requirements of the Charities Act 2006 (as amended)
and the Charities Act 2011.

Summary of the university’s structure of
corporate governance

The university's objectives, powers and framework of
governance are set out in its Instrument and Articles of
Government, both of which are being reviewed as part of
the action plan. Under the existing Articles of Government,
the Board of Governors has a range of powers and
duties, including the ongoing responsibility for the
strategic direction of the university, approval of major
developments, approval of annual estimates of income

and expenditure, ensuring solvency of the institution and
safeguarding its assets.

It is a requirement of the existing Instrument of
Government of the Corporation that there should be

a majority of board members who are non-executive

and independent, and that the board should comprise

no fewer than 12 and no more than 24 members
(including the Vice-Chancellor ex-officio). As of the end
of the 2018/19 academic year, the board has a total

of 16 members (including the Interim Vice-Chancellor
ex-officio), 13 of whom are independent governors as
defined by the existing Instrument and Articles. The
remaining two members of the Board of Governors are
representatives of the Academic Board and the student
body. In 2019/20, the university has committed to
bolstering its staff representation by holding elections for
professional services and academic staff members of the
board. It is hoped that these members will be in place by
the end of the calendar year. Membership of the Board of
Governors is considered at the Nominations Committee,
based on a skills matrix which allows decisions to be
made about governor requirements for the board.

The principal officer is the Interim Vice-Chancellor, who
has responsibility to the Board of Governors for the
organisation, direction and management of the university.
He is also the designated Accountable Officer for the
purposes of the university’s registration with the OfS. The
Interim Vice-Chancellor is supported by an Executive
Board, which comprises: the Interim Vice-Chancellor; the
Interim Deputy Vice-Chancellor; four Faculty Pro
Vice-Chancellor/Deans; the Pro Vice-Chancellors for
Research and Academic; the Chief Operating Officer;
the Chief Finance Officer; the Executive Director of
People and Organisational Development; the Associate
Chief Operating Officer and Executive Director of
Marketing and Communications; and the Associate Chief
Operating Officer and Executive Director of Student and
Academic Services.

Conduct of business

The Board of Governors is responsible for, among other
matters, the determination of the educational character
and mission of the university and for the general oversight
of its activities. It approves the university's Strategic Plan,
the most recent version of which supports and informs
the setting of strategic and other priorities up to 2023.

In the conduct of its formal business, and in addition

to an annual strategic away day, the board meets four
times a year. It has a number of formally constituted
sub-committees looking at the following areas: Audit;
Finance and Human Resources; Ethics; Nominations;
and Remuneration. Each sub-committee has clearly
defined and delegated responsibilities as laid out in its
respective terms of reference and via the board’s scheme
of delegation.

The Audit Committee regularly meets with external and
internal auditors through their attendance at each meeting
of the committee. It considers internal audit reports and
recommendations for the improvement of the university's
systems of internal control, together with management
responses and implementation plans. It is also responsible
for monitoring the university's ongoing compliance with
the OfS action plan, and for assessing the effectiveness
of the external audit process through review and
consideration of the annual audit plan, including key areas
of audit risk, the external audit management letter, and
meeting with the external auditors as necessary.

The terms of reference of the Audit Committee
incorporate its role in monitoring and reporting upon the
effectiveness of the university's risk management, data
management quality, and value for money processes and
procedures. While senior executives attend meetings of
the Audit Committee as necessary, they are not members
and the committee meets the internal and external
auditors independently.

In accordance with the OfS action plan, the Ethics
Committee, which begins meeting again in the winter

of 2019, will promote the highest standards of ethical
behaviour and monitor the ongoing implementation of

a university Ethics Code, seeking assurance that its
principles, and those of relevant policies that sit beneath
it, are fully embedded and actioned across the university.

The Finance and Human Resources Committee, inter alia,
recommends, to the Board of Governors, annual revenue
and capital budgets, and monitors performance in relation
to the approved budgets. The committee also reviews
and recommends to the board the university’s Financial
Regulations, financial policies, accounting policies and
the annual financial statements. It determines matters in
relation to the conditions of employment of all university
staff and has oversight of the university’s compliance with
legislation relating to diversity and equality as it relates

to, and impacts on, staff, students and other parties. The
committee is taking the lead role for oversight of an
ongoing review of the university's policies and procedures,
which includes the introduction of a set of standing
orders, and a revised set of Financial Regulations.

The Nominations Committee reviews the membership of
the Board of Governors, advising on the skills mix required
by the board to fulfil its responsibilities. It also considers
the recruitment and nomination of new governors,

making recommendations to the Board of Governors, as
appropriate. One of the actions in the OfS action plan
identifies the need to recruit a new and permanent Chair
of the Board of Governors, something the board is actively
engaged in taking forward at the time of publishing.

The Remuneration Committee determines the annual
remuneration of the Interim Vice-Chancellor and senior
post holders, and receives a report on the annual review
of other senior academic and professional services staff.

All committees of the board are required to report

in some form to the board. They do so in a variety of
ways, including the formal submission of their minutes

or a summary of outcomes provided by the chairs of

the respective committees at board meetings, with

key matters reported as substantive agenda items for
discussion. In addition, the Audit Committee produces

an annual report, which is sent to the OfS as part of the
Annual Accountability Return. The Interim Vice-Chancellor
also provides a report on the broader operation of

the university at each board meeting. As appropriate,
members of the Executive Board are present at meetings
of the board to expand, where necessary, on reports and
answer questions as they arise.

The Board of Governors periodically reviews its own
effectiveness in accordance with good practice and CUC
guidance, and an effectiveness review is currently being
progressed. The remit of the review will not only include
an assessment of the effectiveness of the Board of
Governors, but also the effectiveness of the university's
wider governance and policy processes. Newly appointed
governors are expected to participate in an internal
induction programme, tailored to their specific needs

and experience, which will include them being made
aware of the legal and regulatory obligations, as well as
their obligations as a trustee of a charitable institution.
Additionally, in the face of the OfS matters, a mandatory
requirement is now placed on governors to attend
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INDEPENDENT AUDITOR’S REPORT
TO THE BOARD OF GOVERNORS OF
DE MONTFORT UNIVERSITY

Opinion
In our opinion:

» De Montfort University’s group financial statements and parent institution’s financial statements (the “financial
statements”) give a true and fair view of the state of the group’s and of the parent institution's affairs as at 31 July 2019,
and of the Group’s and parent institution’s income and expenditure, gains and losses, changes in reserves for the year
then ended, and of the Group’s cash flows for the year then ended

* the financial statements have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice.

 the financial statements have been properly prepared in accordance with the Statement of Recommended Practice:
Accounting for Further and Higher Education, and relevant legislation.

We have audited the financial statements of De Montfort University, which comprise:

Consolidated balance sheet as at 31 July 2019 Balance sheet as at 31 July 2019
Consolidated statement of comprehensive income and Statement of comprehensive income and expenditure
expenditure account for the year then ended for the year then ended

41
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Risk

Risk of fraud in
revenue recognition:

Group  Group
2017/18 2018/19
£'000 £'000

Tuition fee 193,084 211,893
income

Research 4,118 4,092
grant income

Other income 9,025 10,054

Refer to the Accounting policies
(page 48); and Note 1 of the
Consolidated Financial Statements.

Under ISA240 there is a presumed
risk that revenue may be misstated
due to improper recognition of
revenue. There is inherently more
judgement applied in determining
the amount and timing of income to
be recognised in respect of tuition
fees, and research grants and ‘other’
income.

As such we focussed our work on the
following key judgements:

* Tuition fee income — the timing
of certain courses which span
the year end create judgement
in determining which period the
income should be recognised in

e Research grant income and
education contracts — judgment is
used to determine which period the
award should be recognised and
can be dependent on satisfaction
of performance conditions; and

» Residences, catering and
conferences income; health
authority income; and other income
- the varied nature and size of
the income streams creates an
opportunity to apply judgment in the
period the income is recognised

Our response to the risk Key observations
communicated to the

Audit Committee

‘Other’ income streams were split
out into separate identifiable types
and testing was carried out based on
consideration of the assessed risk in
each area. Testing included sample
testing of individual transactions to
supporting records.

We supplemented our income
statement testing with related
balance sheet procedures, testing
cut-off at year end and verifying the
existence of debtors at the Balance
Sheet date.

In addition, we focussed our journal
entry testing on manual entries
posted to increase revenue.

We performed full scope audit
procedures over this risk area

in one location (the University),
which covered 99.79 per cent of
the risk amount.

Risk Our response to the risk

Misstatements due to fraud
or error

The financial statements as a whole
are not free of material misstatements
whether caused by fraud or error.

As identified in ISA (UK) 240,
management is in a unique position to
perpetrate fraud because of its ability to
manipulate accounting records directly
or indirectly and prepare fraudulent
financial statements by overriding
controls that otherwise appear to be

Key observations
communicated to the
Audit Committee

43



44

An overview of the scope of our audit

Tailoring the scope

Our assessment of audit risk, our evaluation of materiality and our allocation of performance materiality determine our audit
scope for each entity within the Group. Taken together, this enables us to form an opinion on the consolidated financial
statements. We take into account size, risk profile, the organisation of the group and effectiveness of group-wide controls,
changes in the business environment and other factors such as recent Internal audit results when assessing the level of
work to be performed at each entity.

In assessing the risk of material misstatement to the Group financial statements, and to ensure we had adequate
quantitative coverage of significant accounts in the financial statements, of the 2 reporting components of the

Group, we selected 1 component (the University), which represents the principal business units within the Group.

We performed an audit of the complete financial information of the University (“full scope component”) based on its size
or risk characteristics.

Except as explained below, we did not perform any audit procedures in respect of the other components because we did
not consider there to be any accounts that had the potential for the greatest impact on the significant accounts in the
financial statements either because of the size of these accounts or their risk profile.

The reporting component where we performed audit procedures accounted for 99.9 per cent (2018: 99.9 per cent) of the
Group’s Total income, 100 per cent (2018: 100 per cent) of the Group’s Surplus before tax and 99.9 per cent (2018: 99.9
per cent) of the Group's Total assets.

The remaining component represents 0.1 per cent of the Group’s revenue. We considered this component to be out of
scope for the group audit. For this component, we tested consolidation journals and intercompany eliminations to respond
to any potential risks of material misstatement to the Group financial statements.

The charts below illustrate the coverage obtained from the work performed by our audit teams.

Total income

99.9% 100% 0.1%
Full scope components L

01%
Other procedures

45



46

Auditor’s responsibilities for the audit of the
financial statements

Our objectives are to obtain reasonable assurance about
whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to

47
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STATEMENT OF PRINCIPAL
ACCOUNTING POLICIES

The following accounting policies have been applied
consistently throughout the period to items that are
considered material in relation to the accounts. These
accounting policies have been reviewed by the Board of
Governors and are considered to be appropriate to the
university's activities.

1.

49
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iv) Funded tangible fixed assets

Where assets are acquired with the aid of specific
grants or donations they are capitalised and depreciated
as above.

All non-government grants are released to the
Consolidated Statement of Comprehensive Income as
donations, as performance criteria are met.

Government grants and donations are treated as deferred
capital grants and released to income over the expected
useful life of the asset (or the period of the grant in
respect of specific projects).

Grants received in respect of land are released to the
Consolidated Statement of Comprehensive Income
and shown under ‘Donations and Endowments’ when
performance-related conditions are met.

V) Tangible donated fixed assets

Tangible fixed assets other than land that have been
donated to the university are capitalised at market value.
All non-government donations are released to

the Consolidated Statement of Comprehensive Income
as donations.

Government donations are treated as deferred capital
grants. Assets are depreciated over their estimated
useful lives, and a corresponding amount is released from
deferred capital grants to the Consolidated Statement of
Comprehensive Income.

Vi) IT equipment and software licences

IT equipment, such as personal computers and related
items, are purchased in bulk through the university's
central purchasing and supply system. These items
are capitalised as a single group of equipment and
depreciated in accordance with i) and iii) above.

IT software licences are treated as a revenue cost
and are charged to the Consolidated Statement of
Comprehensive Income in the year of purchase.

IT software development is treated as an intangible asset.

Vii) Maintenance of premises

The cost of routine maintenance is charged to the
Consolidated Statement of Consolidated Income in the
period in which it is incurred. The university has a
long-term planned maintenance programme, which is
reviewed on an annual basis. The university charges
actual expenditure on long-term planned maintenance to

the Consolidated Statement of Consolidated Income in
the period in which it is incurred.

viii) Heritage assets

Heritage assets are defined as assets that are held
principally for their contribution to knowledge and culture.

An independent antiques and fine art assessor valued the
heritage assets as at 12 March 2016 on the basis of the
value for insurance purposes. Those assets, which are
valued either individually or as a group at or in excess of
£10,000, are recognised in the Balance Sheet at deemed
cost, being this valuation.

Heritage assets are not depreciated since their long
economic life and high residual value are an indication
that any depreciation charge is immaterial. They

are subject to an annual impairment review at the
reporting date. They are maintained and the cost of
maintenance charged to the Consolidated Statement of
Comprehensive Income as incurred.

4 INTANGIBLE ASSETS

Intangible assets are recorded at cost and amortised over
their expected useful life.

5. LEASES

Leases in which the university assumes substantially all
the rr5vbsg.571 jdir logéwnverhips of theeleased asset
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Donations with restrictions

The donation doesn't meet the expendable endowment
criteria where the general use of the funds is specified
by the donor. These are recorded in the Consolidated
Statement of Comprehensive Income on entitlement and
retained within a restricted reserve until such time that
expenditure is incurred in line with the restriction.

Restricted permanent endowments

The donor has specified that the fund is to be
permanently invested to generate an income stream to
be applied to a particular objective. Income is recognised
on entitlement. Investment returns are recognised
immediately and held within the endowment reserve, to
the extent that it has not been spent.

Income from restricted endowments not expended in
accordance with the restrictions of the endowment

is transferred from the Consolidated Statement of
Comprehensive Income to restricted endowments. Any
realised gains or losses from dealing in the related assets
are retained within the endowment in the Balance Sheet.

iX) Donations for fixed assets

All non-government donations are released to the
Consolidated Statement of Comprehensive Income as
donations. Government donations are treated as deferred
capital grants.

Donations received to be applied to the cost of land are
recognised by inclusion as ‘Donations’ in the Consolidated
Statement of Comprehensive income.

X) Gifts in kind, including donated tangible
fixed assets

Gifts in kind are included in ‘other income’ or ‘deferred
capital grants’ as appropriate using a reasonable estimate
of their gross value or the amount actually realised.

7 STOCK

Stocks are stated at the lower of cost and net realisable
value. Consumable items are charged directly to the

Consolidated Statement of Comprehensive Income. The
first in, first out (FIFO) method is used for costing stock.

8. INCOME TAX

Taxation status

The institution is an exempt charity within the meaning of
part 3 of the Charities Act 2011 (formerly schedule 2 of

the Charities Act 1993) and does pass the tests set out in
Paragraph 1 Schedule 6 Finance Act 2010 and therefore
it meets the definition of a charitable company for UK
corporation tax purposes. Accordingly, the institution is
potentially exempt from taxation in respect of income

or capital gains received within categories covered by
478-488 of the Corporation Tax Act 2010 (CTA2010)

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.

0. DEFERRED TAXATION

Provision is made for deferred taxation in respect of
subsidiary companies, using the liability method on all
material timing differences.

10. EMPLOYEE BENEFITS
i) Short-term employee benefits

Short-term employment benefits such as salaries and
compensated absences are recognised as an expense

in the year in which the employee renders the service

to the university. Any unused benefits are accrued and
measured as the additional amount the university expects
to pay as a result of the unused entitlement.

ii) Post-employment benefits

Retirement benefits to employees of the university are
provided by defined benefit schemes that are funded

by contributions from the university and employees.
Payments are made to the Teachers' Pension Scheme and
the Universities Superannuation Scheme for academic
staff and to the Local Government Pension Scheme for
support staff. These are all independently administered
schemes. Pension costs are assessed on the latest
actuarial valuations of the schemes.

For the Local Government Pension Scheme, the

assets of the scheme are included at closing market
value and scheme liabilities are measured on an actuarial
basis using the projected unit credit method. The
difference between the fair value of assets and liabilities
measured on an actuarial basis, net of the related
amount of deferred tax, is recognised in the university's
balance sheet as a pension scheme liability or asset

as appropriate. A surplus is only included to the extent

that the university is able to recover the surplus either
through reduced contributions in the future or through
refunds from the scheme. The following are recognised
in the Consolidated Statement of Comprehensive
Income:

a) Changes in the defined asset or liability arising from
factors other than cash contributions to the scheme

b) Actuarial gains and losses

c) Interest charges/returns by applying the discount
rate to the net pension deficit/surplus

The Teachers’ Pension Scheme and the Universities
Superannuation Scheme are multi-employer schemes
where the university is unable to identify its share of
the underlying assets and liabilities on a consistent and
reasonable basis. Contributions are charged directly to
the Consolidated Statement of Comprehensive Income
as if the schemes were a defined contribution scheme.

Provision is made for enhanced pensions where
employees have taken early retirement.

Also a provision is made for any contractual commitment
to fund any past deficits within the Universities
Superannuation Scheme.

11. BASIS OF CONSOLIDATION

The Consolidated Statement of Comprehensive Income
and Balance Sheet include the annual accounts of the
corporation and its operating subsidiary undertakings.
Details of the university's subsidiary undertakings are
provided in the notes to the accounts. The Annual
Accounts have been consolidated under the acquisition
method of accounting; intra-group transactions are
eliminated on consolidation.

The consolidated financial statements do not include
those of De Montfort University Students’ Union Limited,
as it is a separate limited company over which the
university does not exert control or dominant influence
over policy decisions.

12.  FINANCIAL INSTRUMENTS

Cash and cash equivalents

Cash and cash equivalents are short-term, highly liquid
investments that are readily convertible to known
amounts of cash and subject to an immaterial risk of
changes in value ie price risk. Cash and cash equivalents

consist of cash on hand, demand deposits and short-term
deposits/highly liquid investments, less bank overdrafts,
which are repayable on demand. Short-term deposits and
investments are those with an outstanding maturity of
three months or less.

Interest-bearing borrowing

In accordance with the requirements of IAS 39 Financial
Instruments, bonds and long-term borrowings are
recognised initially at fair value less attributed transaction
costs. Subsequent to initial recognition, interest-bearing
borrowings are stated at amortised cost using the
effective interest method, less any impairment losses.

Investments in debt and equity securities

Other investments in debt and equity securities held by
the university are classified as being 'available for sale'
and are stated at fair value, with any resultant gain or
loss being recognised directly in equity (in the fair value
reserve), except for impairment losses. When these
investments are derecognised, the cumulative gain or
loss previously recognised directly in equity is recognised
in the Consolidated Statement of Comprehensive
Income. Where these investments are interest-bearing,
interest calculated using the effective interest method is
recognised in profit or loss.

Investments in equity instruments that do not have a
quoted market price in an active market and whose fair
value cannot be reliably measured are carried at cost, less
any provision for impairment.

Bad Debts

The university regularly reviews its aged accounts
receivable and records an impairment for its estimate of
unrecoverable items.

13. INTEREST PAYABLE

Interest is capitalised on borrowings to finance major
property development to the extent that it accrues in
respect of the period of development. Such costs are
capitalised as part of the specific asset.

Other interest payable is charged to the Consolidated
Statement of Comprehensive Income.
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14. STAFF RESTRUCTURING
COSTS

Restructuring costs are recognised in respect of the
direct expenditure of a reorganisation, where plans

are sufficiently detailed and well advanced, and where
appropriate communication to those affected has been
undertaken at the Balance Sheet date.

15. PROVISIONS, CONTINGENT
LIABILITIES AND CONTINGENT
ASSETS

Provisions are recognised when the university has

a present and legal or constructive obligation as a
result of a past event. It is probable that a transfer of
economic benefit will be required to settle the obligation
and a reliable estimate can be made of the amount of
the obligation.

A contingent liability arises from a past event that gives
the university a possible obligation whose existence will
only be confirmed by the occurrence or otherwise of
uncertain future events not wholly within the control of
the university. Contingent liabilities also arise in
circumstances where a provision would otherwise be
made but either it is not probable that an outflow of
resources will be required or the amount of the obligation
cannot be measured reliably.

A contingent asset arises where an event has taken place
that gives the university a possible asset whose existence
will only be confirmed by the occurrence or otherwise of
uncertain future events not wholly within the control of
the university.

Contingent assets and liabilities are not recognised in the
Balance Sheet but are disclosed in the notes.

16. FOREIGN CURRENCIES

The consolidated financial statements are presented

in pounds sterling, which is the group’s functional and
presentation currency. The group does not include any
foreign entity. Transactions denominated in foreign
currencies are recorded at the exchange rate on the
transaction date, while assets and liabilities are translated
at exchange rates at the Balance Sheet date. The
resulting exchange rate differences are recognised in the
Consolidated Statement of Comprehensive Income.

17 INVESTMENT PROPERTIES

An investment property can comprise land, buildings or

part of a building and is one that is used to earn rentals

or for capital appreciation or for both, rather than for the
supply of goods or services. Property that is used with a
primary purpose of supporting education does not meet
p a r t
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CONSOLIDATED AND CORPORATION STATEMENT

OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 JULY 2019

Income

Tuition fees and education contracts
Funding body grants

Research grants and contracts
Other income

Investment income

Donations and endowments

Total income

Expenditure
Staff costs

Staff restructuring costs

Other operating expenses
Interest and other finance costs
Intangible amortisation
Depreciation

Total expenditure

Surplus before other gains/(losses)
Loss on disposal of fixed assets

Gain on investments

Surplus before tax

Taxation
Surplus for the year

Actuarial (loss)/