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Statement of Accounts 2006

REPORT OF THE GOVERNING BODY ON THE FINANCIAL STATEMENTS

The Governing Body presents its report and the audited financial statements for the year ended 31 July
2006.

Results for the Year
The University College’s consolidated income, expenditure and results for the year to 31 July 2006 are
summarised as follows:-

2005/06 2004/05
£000 £000
restated
Income from normal recurring activities 27,469 27,568
Expenditure on normal recurring activities (26,391) (26,491)
Surplus/ (deficit) on normal recurring activities 1,078 1,077
Difference between historical cost depreciation charge and the actual
charge for the year calculated on the revalued amount 347 378
Realisation of revaluation reserve on disposal of Leith campus 1,517 -
Historical cost surplus before non-recurring costs 2,942 1,455
Additional estates remedial works (348) (957)
Non-recurring Re:Locate project costs (250) (584)
Impairment adjustment (Gateway Theatre) (net) - (678)
Gain on disposal of Leith campus 226 -
Accelerated release from deferred capital grant on Leith campus 130 -
Historical cost surplus/ (deficit) for the year 2,700 (764)

Included within operating expenses for 2005/06 is an amount of £348,000 (2004/05, £957,000) in
respect of additional estates remedial works, which have required to be carried out at the existing
campuses to ensure compliance with health and safety and other legislative requirements, including
compliance with disabilities discrimination legislation, and a further amount of £250,000 (2004/05,
£584,000) in respect of the campus relocation project. The underlying operating position, excluding the
effect of these additional costs, and excluding the gain on disposal of the Leith campus and the effect of
associated releases from revaluation reserve and deferred capital grants, is thus a surplus of
£1,078,000 (2004/05, £1,077,000).

Future Developments

The University College plans to continue to grow both in respect of its student numbers and the
expansion of its research and commercialisation activities. However, the University College’s future
plans are affected significantly by the Government’s policy of consolidation of undergraduate student
numbers in Higher Education. Developments are therefore planned to take place in areas independent
of Government funding, including growth in postgraduate, part-time and international students, and in
the provision of research, knowledge transfer and consultancy activities. In addition, the University
College will continue to maintain and, where possible, enhance the quality of the services it provides.

On 14 December 2005, the University College entered into missives for the sale of its Corstorphine
campus and the purchase of a 35 acre site at Craighall in East Lothian. Planning permission has been
obtained to develop a new campus on the site at Craighall, and the relocation of the existing
Corstorphine, Leith and Gateway campuses is expected to take place during 2007. Expenditure of
£23,828,000 incurred up to 31 July 2006 on construction and related design and professional fees is
included in tangible fixed assets. Funding of £7,500,000 has been secured from the Scottish Funding
Council towards the cost of the new campus development, though its selective Learning & Teaching
Infrastructure Fund. In addition, the University College’s campus at Duke Street, Leith, was sold on 31
March 2006 for an amount of £4,294,000. The building is being leased on a short-term lease until the
relocation to Craighall is complete.
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REPORT OF THE GOVERNING BODY ON THE FINANCIAL STATEMENTS (CONTINUED)

Status
Queen Margaret University College is an autonomous Scottish higher education institution, and is
registered under the Companies Act 1985 as a company limited by guarantee.

Principal Activities

The mission of the University College is to enhance the quality of life and serve communities through
excellence and leadership in vocationally and professionally relevant education, research and
consultancy, as a university which is outward looking and committed to innovation, participation and
lifelong learning.

Scope of the Financial Statements

The financial statements presented on pages 12 to 36 comprise the consolidated results of the
University College and its three subsidiary companies, QMC Enterprises Ltd, QMC Properties Ltd and
Bactokil Ltd. These statements have been prepared in accordance with the Statement of Recommended
Practice (SORP) — Accounting for Further and Higher Education, and with the United Kingdom
Companies Acts.

Subsidiary Companies

The University College has three subsidiary companies, which are focussed on the following activities:-
QMC Enterprises Ltd undertakes activities which, for legal or commercial reasons, are more
appropriately channelled through a separate limited company. These activities include vacation letting,
conferences and rendering of services (other than research) for a variety of commercial and other
organisations.

QMC Properties Ltd deals with the acquisition, refurbishment and leasing of properties for use by the
University College. Following the disposal of the Leith campus, this company is currently dormant.
Bactokil Ltd is currently dormant.

All subsidiary companies transfer the whole of any taxable profits to the University College under Gift
Aid or dividend arrangements.

Social Inclusion

Queen Margaret University College embraces a commitment to offering higher education to a diverse
student body. Student recruitment is enhanced through a series of initiatives to widen participation as
well as the good links with local Further Education Colleges.

Graduates into Employment

Many of the University College’s educational programmes are vocationally oriented and those that are
less professionally specific incorporate an emphasis upon transferable skills. Both of these features
contribute to QMUC demonstrating a successful graduate employment rate, whereby within six months
of receiving their award, 96% of our students have either gained a post in their chosen profession or
continued with further study. This figure places QMUC among the top universities in Scotland for
graduate employment.

Employment of Disabled Persons

The University College’s policy remains to afford equal opportunity to all, including disabled people
whether registered or not, to apply for employment and, during employment, to receive the support and
development they require to enable them to make a full contribution to the University College.

Creditors Payment Policy

Unless special terms are agreed, it is the University College’s policy to pay invoices 30 days from the
date of the invoice (in accordance with the CBI prompt payment code). In agreements negotiated with
suppliers, the University College endeavours to include and abide by specific payment terms. At 31 July
20086, trade creditors represented 13 days of relevant expenditure (2005: 34 days).

Employee Involvement

The University College recognises the benefits of keeping employees informed of its financial and
academic performance. Information on matters of interest to employees is given through a staff
newsletter, and through regular communication from the Principal. The University College operates
career review and staff development schemes for both academic and support staff, and, in common with
other universities, is currently in the process of implementing the Framework Agreement for
modernisation of pay structures.
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REPORT OF THE GOVERNING BODY ON THE FINANCIAL STATEMENTS (continued)

Student Involvement

The University College seeks to take account of the views of the student body. The Student President
and one other student representative are full members of the Governing Body, and there is student
representation on all other major committees of the University College. Input from students has been
most helpful in the development of the plans for the new campus at Craighall.

Directors’ and Officers’ Liability Insurance

During the year the University College maintained a Directors’ and Officers’ liability insurance policy, to
provide cover against any civil liability attaching to Governors or Officers of the University College in
connection with their University College activities.

Members’ Liability

The liability of each member of the University College upon winding up of the Company is limited to 50p.
The number of members at 31 July 2006 was 85 (2005: 110). Distributions to members are not
permitted by the Memorandum and Articles of Association of the Company.

Pension Arrangements
The University College is involved in three pension schemes, as follows :-

The Lothian Pension Fund, which is part of the Local Government Pension Scheme (LGPS), is a multi-
employer defined benefit scheme. The scheme had a significant deficit at 31 July 2006. The Fund
trustees have, in recent years, applied increases to the level of employers’ contributions to the scheme
in order to recover this deficit position. In accordance with Financial Reporting Standard 17 (FRS17) on
Retirement Benefits, QMUC’s share of the fund deficit, as calculated by the scheme actuary, has been
shown as a liability at 31 July 2006.

The results of the actuarial review of the Scottish Teachers’ Superannuation Scheme (STSS) at 31
March 2001 were made available during the year. This has resulted in the proposal to increase the level
of employers’ contributions from 12.5% to 13.5% with effect from 1 April 2007.

The results of the actuarial review of the Universities’ Superannuation Scheme (USS) at 31 March 2005
were made available during the year. As a result of this review, the level of employers’ contributions
remained unchanged at 14%.

Conclusion

In common with other universities, QMUC has to manage its activities whilst facing pressures on its
funding as well as on its cost base. In particular, grant support from government through SFC, the
University College’s main source of income, has not kept pace with inflation and pay awards over the
last ten years. Further cost pressures on wages and salaries are anticipated as the University College
implements the higher education framework agreement. Against this background, the University College
is embarking on the development of the first entirely new university campus in Scotland for over 30
years. These represent major challenges for all concerned with QMUC. The long term financial health of
the institution will depend upon its ability (a) to grow and diversify its income base; (b) to control costs,
and; (c) to improve net income generation from research and knowledge transfer activities. During 2007,
the University College will develop a new strategic plan, which will concentrate on developing existing
academic strategies to enable the institution to achieve the objective of long-term sustainability at its
new home in East Lothian.

On behalf of the Governing Body

Professor lan Percy, CBE
Chairman

13 December 2006
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INDEPENDENT AUDITORS’ REPORT (continued)

Opinion
In our opinion:

= the financial statements give a true and fair view, in accordance with UK Generally Accepted
Accounting Practice, of the state of affairs of the group and parent University College as at 31
July 2006 and of the group’s surplus of income over expenditure for the year then ended;

»= the financial statements have been properly prepared in accordance with the Statement of
Recommended Practice: Accounting for Further and Higher Education;

= in all material respects, income from the Scottish Funding Council, grants and income for
specific purposes and from other restricted funds administered by the University College during
the year ended 31 July 2006 have been applied for the purposes for which they were received;
and

= in all material respects, income during the year ended 31 July 2006 has been applied in

accordance with the University College’s memorandum and articles of association and, where
appropriate, with the Financial Memorandum with the Scottish Funding Council.

g wP

KPMG LLP

Chartered Accountants Saltire Court

Registered Auditor 20 Castle Terrace
Edinburgh

13 December 2006 EH1 2EG
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(A)

(E)

STATEMENT OF PRINCIPAL ACCOUNTING POLICIES

Basis of Accounting

The financial statements have been prepared under the historical cost convention, as modified by
the revaluation of endowment asset investments and land and buildings, and in accordance with
both the Statement of Recommended Practice: Accounting for Further and Higher Education and
applicable Accounting Standards in the United Kingdom. Compliance with the Statement of
Recommended Practice: Accounting for Further and Higher Education requires a departure from
the requirements of the United Kingdom Companies Act 1985 relating to the disclosure of
endowment asset investments; an explanation of this departure is given in (E) below.

A summary of the more important group accounting policies, which have been applied consistently,
is set out below.

Basis of Consolidation

The consolidated financial statements consolidate the financial statements of the University
College and its subsidiary undertakings for the financial year ended 31 July 2006. Details of the
subsidiary companies are given in Note 13.

They do not include those of the Queen Margaret University College Students’ Association both on
grounds of materiality and the fact that it is a separate legal entity in which the University College
has no financial interest and no control or significant influence over policy decisions.

Fixed Assets

Land and Buildings are stated at cost or valuation. The basis of valuation is depreciated
replacement cost. In accordance with the requirements of Financial Reporting Standard 15
(Tangible Fixed Assets), the University College has elected not to adopt a policy of revaluation but
to retain the book amounts which reflect previous valuations (subject to the requirement to test the
assets for impairment in accordance with Financial Reporting Standard 11 (Impairment of Fixed
Assets and Goodwill)). Buildings are depreciated on a straight line basis over their expected useful
lives of 50 years. No depreciation is charged on assets in the course of construction.

Interest payable on short-term borrowings associated with the development of the new campus at
Craighall is capitalised as part of the project cost. The cost of routine maintenance is not
capitalised, but is charged to the income and expenditure account in the year in which it is
incurred.

Equipment, including computer equipment and software, costing less than £10,000 per individual
item or group of related items is written off in the year of acquisition. All other equipment is
capitalised and depreciated on a straight line basis over four years, being its expected useful life.

Recognition of Income

Income from research grants and contracts is included to the extent that a right has been obtained
to receive consideration in respect of performance of the contract or service concerned. This is
generally equivalent to the sum of the relevant expenditure incurred during the year and any
related contributions towards overhead costs.

Grants for recurrent expenditure are credited to income in the year in which they are receivable.
Buildings and equipment acquired with the aid of specific grants are capitalised and depreciated as
above. Related grants received are treated as deferred income and released to income over the
expected useful life of the asset.

Investments
Investments are included in the Balance Sheet at market value.

The Statement of Recommended Practice: Accounting for Further and Higher Education requires
the presentation of endowment asset investments in the balance sheet as a separate heading
between fixed and current assets. This departure from the requirements of the United Kingdom
Companies Act 1985, for all investments to be classified as either fixed or current assets, is, in the
opinion of the Governing Body, necessary for the financial statements to give a true and fair view
in accordance with applicable accounting standards.

Stock
Stocks of catering and cleaning supplies are stated at the lower of cost and net realisable value.

12
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(G)

(K)

(L)

STATEMENT OF PRINCIPAL ACCOUNTING POLICIES (continued)

Cash Flows and Liquid Resources

Cash flows comprise increases or decreases in cash. Cash includes cash in hand, deposits
repayable on demand and overdrafts. Deposits are repayable on demand if they are in practice
available within 24 hours without penalty. No investments, however liquid, are included as cash.

Liquid resources comprise assets held as a readily disposable store of value. They include term
deposits, government securities and loan stock held as part of the University College’s treasury
management activities. They exclude any such assets held as endowment asset investments.

Taxation

The University College is treated as having charitable status by HM Revenue & Customs. This
treatment does not extend to the subsidiary companies, which thus transfer any taxable profit to
the University College in accordance with Gift Aid provisions or by way of dividend. Non-
recoverable Value Added Tax arising from expenditure on non-trading activities is charged to the
income and expenditure account.

Provisions
Provisions are recognised when the University College has a present legal or constructive
obligation as a result of a past event, it is probable that a transfer of economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of the
obligation.

Pension Costs

Retirement benefits to employees of the University College are provided by the Local Government
Pension Scheme (LGPS) through the Lothian Pension Fund, the Scottish Teachers’
Superannuation Scheme (STSS) and the Universities’ Superannuation Scheme (USS).

The LGPS and the USS are externally funded and the STSS is unfunded. The expected cost of
providing staff pensions is recognised in the income and expenditure account, on a systematic
basis, over the expected average remaining lives of the members of the pension fund, in
accordance with Financial Reporting Standard 17 (FRS17) on Retirement Benefits, and recognises
retirement benefits as the benefits are earned and not when they are due to be paid. The
contributions are determined by qualified actuaries. The contribution charges are recognised in the
accounting periods in which they arise.

The University College has adopted in full the requirements of FRS17 for the first time in the
2005/06 accounts. The full adoption of the standard requires a change in accounting policy, and
the comparative figures have been restated accordingly. Details of the effect of adopting FRS17
are given in notes 22 and 28.

In a number of instances the University College has agreed to provide enhanced pension benefits
in respect of members of staff taking early retirement. These additional benefits are unfunded and
are charged, as and when they arise, against a provision established when members retire to meet
this liability. This provision relates to former members of staff who are members of the STSS and a
small number of staff in receipt of ex-gratia pension payments from the University College. The
cost of additional unfunded benefits payable to members of the LGPS is included within the
pension liability on the balance sheet.

Leasing
Rentals under operating leases are charged to the income and expenditure account on a straight-
line basis over the lease term.

Research and Development Expenditure
Expenditure on research and development is charged to the income and expenditure account in
the year in which it is incurred.

Events after the balance sheet date

In these financial statements Financial Reporting Standard 21 (FRS 21), Events after the balance
sheet date, has been adopted for the first time. As a result of the adoption of FRS 21 a prior year
adjustment has been made in respect of the recognition of gift aid. Note 28 to the financial
statements discloses the impact of this adjustment.

13
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CONSOLIDATED INCOME AND EXPENDITURE ACCOUNT

For the Year Ended 31 July 2006

Note 2005/06 2004/05
£000 £000
Restated
INCOME
SFC grants 1 13,470 14,297
Tuition fees and education contracts 2 7,572 6,344
Research grants and contracts 3 3,137 2,390
Other operating income 4 3,161 3,100
Accelerated release of deferred capital grant 19 - 551
Endowment and investment income 5 230 819
Total income 27,570 27,501
EXPENDITURE
Staff costs 6 17,313 16,688
Other operating expenses 7 8,289 9,422
Depreciation 12 1,387 1,327
Impairment adjustment for Gateway Theatre 12 - 1,229
Interest payable 9 - 44
Total expenditure 26,989 28,710
Surplus/(deficit) after depreciation of fixed assets at
valuation and before tax 581 (1,209)
Gain on disposal of assets 12 226 -
Surplus/(deficit) after depreciation of fixed assets at 807 (1,209)
valuation and disposal of assets but before tax
Taxation 10 - -
Surplus/(deficit) on continuing operations after depreciation
of fixed assets at valuation and tax 807 (1,209)
Transfer from accumulated income within specific
endowments 29 67
Surplus/(deficit) for the year retained within general reserves 836 (1,142)

The consolidated income and expenditure account relates wholly to continuing operations.

NOTE OF HISTORICAL COST SURPLUSES AND DEFICITS

For the Year Ended 31 July 2006

Note 2005/06 2004/05

£000 £000

Surplus/(deficit) on continuing operations before taxation 836 (1,142)
Difference between historical cost depreciation charge

and the actual charge for the year calculated on the

revalued amount 21 347 378

Realisation of property revaluation gains of previous years 21 1,517 -

Historical cost surplus/(deficit) before and after taxation 2,700 (764)

14
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STATEMENT OF CONSOLIDATED TOTAL RECOGNISED GAINS AND LOSSES

For the Year Ended 31 July 2006

Note 2005/06 2004/05

£000 £000
Restated
Surplus/(deficit) after depreciation of assets at valuation and tax 836 (1,142)
Additions to endowments 20 411 -
Appreciation of investments 21 26 22
Appreciation of endowment asset investments 20 27 43
Net (expenditure) from specific endowments (29) (67)
Actuarial gain/(loss) in respect of Local Government Pension Scheme 422 (1,181)
Revaluation reserve disposals adjustment 490 -
TOTAL RECOGNISED GAINS/(LOSSES) RELATING TO THE YEAR 2,183 (2,325)
Prior year adjustment 22 (3,114)
TOTAL RECOGNISED (LOSSES) SINCE LAST ANNUAL REPORT (931)
Reconciliation
Opening reserves and endowments as restated 20,975 23,300
Total recognised gains and losses relating to the year 2,183 (2,325)
Closing reserves and endowments 23,158 20,975

15
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BALANCE SHEETS AS AT 31 JULY 2006

Group University
College
Note 2006 2005 2006 2005
£000 £000 £000 £000
Restated Restated
FIXED ASSETS
Tangible assets 12 54,768 39,423 54,768 35,893
Investments 13 631 599 631 599
55,399 40,022 55,399 36,492
ENDOWMENT ASSET
INVESTMENTS 14 1,624 1,215 1,624 1,215
CURRENT ASSETS
Stocks 26 41 26 41
Debtors 15 1,149 1,989 1,936 4,825
Cash at bank and in hand 2,560 - 1,846 -
3,735 2,030 3,808 4,866
CREDITORS: AMOUNTS FALLING
DUE WITHIN ONE YEAR 16 (7,679) (6,285) (7,634) (6,611)
NET CURRENT (LIABILITIES) (3,944) (4,255) (3,826) (1,745)
TOTAL ASSETS LESS CURRENT
LIABILITIES 53,079 36,982 53,197 35,962
CREDITORS : AMOUNTS FALLING DUE
AFTER MORE THAN ONE YEAR 17 (13,520) - (13,520) -
PROVISIONS FOR LIABILITIES
AND CHARGES 18 (3,664) (3,649) (3,664) (3,649)
NET ASSETS excluding pension liability 35,895 33,333 36,013 32,313
PENSION LIABILITY (4,903) (5,348) (4,903) (5,348)
NET ASSETS including pension liability 30,992 27,985 31,110 26,965
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BALANCE SHEETS AS AT 31 JULY 2006

Group University
College

Note 2006 2005 2006 2005
£000 £000 £000 £000
Restated Restated

Represented by:
DEFERRED CAPITAL GRANTS 19 7,834 7,010 7,834 6,880
ENDOWMENTS 20 1,624 1,215 1,624 1,215

RESERVES

Revaluation reserve 21 21,084 22,432 19,407 19,728
Income and expenditure account 22 5,353 2,676 6,909 4,490
Pension reserve 22 (4,903) (5,348) (4,903) (5,348)
Total General reserves 450 (2,672) 2,006 (858)
TOTAL RESERVES 21,534 19,760 21,413 18,870
TOTAL ENDOWMENTS AND RESERVES 23,158 20,975 23,037 20,085
TOTAL 30,992 27,985 30,871 26,965

The financial statements on pages 12 to 36 were approved by the Governing Body on
13 December 2006 and signed on its behalf by:

A00.__

Professor lan Percy, CBE
(Chairman)

Professor Anthony Cohen
(Principal and Designated Officer)
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CONSOLIDATED CASH FLOW STATEMENT

For the Year Ended 31 July 2006

Note 2005/06 2004/05

£000 £000

Restated

Net cash inflow from operating activities 24 1,452 844
Returns on investments and servicing of finance 25 (275) 97
Taxation - -
Capital expenditure and financial investment 26 (11,657) (3,098)
Cash (outflow) before use of liquid resources and financing (10,480) (2,157)
Management of liquid resources - -
Financing 17 13,071 -
Increase/(decrease) in cash 27 2,591 (2,157)

RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET FUNDS

2005/06 2004/05

£000 £000

Increase/(decrease) in cash in the period 2,591 (2,157)
Cash inflow from new secured loan 17 (13,071) -
Repayment of debt - -
Change in net funds (WSO) W
Net funds at 1 August - 2,157
Net funds at 31 July (10,480) -
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NOTES TO THE ACCOUNTS
2005/06 2004/05
£000 £000
1. SCOTTISH FUNDING COUNCIL GRANTS
Recurrent grant
Teaching 11,647 11,349
Research 653 770
Specific grants
Wider access 91 551
Additional funded places for allied health professions 88 86
Disabled students premium 62 49
Modernising teaching infrastructure - 330
Knowledge transfer 118 197
Scottish Teachers’ Superannuation Scheme compensation 342 331
FE/HE articulation grant 38 229
Pay structure & human resources management improvement 98 58
Fee waiver scheme 13 17
Deferred capital grants released (note 19)
Land & buildings 142 142
Equipment 178 188
13,470 14,297
2. TUITION FEES AND EDUCATION CONTRACTS
UK higher education students 4,330 4,045
European Union (excluding UK) students 527 460
Non-European Union students 2,337 1,785
Other fees 44 23
Education contracts 334 31
7,572 6,344
3. RESEARCH GRANTS AND CONTRACTS
Research councils 221 118
UK based charities 263 280
UK government and health authorities 1,597 922
UK private sector 527 546
European Commission 237 292
Other grants & contracts 292 232
3,137 2,390
4. OTHER OPERATING INCOME
Residences, catering and conferences 2,342 2,451
University College shop 222 222
Released from deferred capital grants (note 19) 227 72
Other income 370 355
3,161 3,100
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NOTES TO THE ACCOUNTS
2005/06 2004/05
£000 £000
5. ENDOWMENT AND INVESTMENT INCOME Restated
Income from investments 26 29
Interest receivable 96 67
Income from endowments (note 20) 79 723
Net return on pension asset/liability 29 -
230 819
6. STAFF
Staff costs:
Wages and salaries 14,173 13,424
Social security costs 1,069 1,006
Other pension costs (note 29) 2,071 2,258
17,313 16,688
Average full time equivalent staff numbers by major category: FTE number FTE number
Academic staff 194 190
Other staff (including staff engaged on research grants & contracts) 310 315
504 505
£ £
Directors’ emoluments (including pension contributions)
Fees for services as Governors - -
Emoluments (i.e. salaries as members of staff) 342,449 330,458
Contributions paid to pension schemes 48,225 45,207
Benefits in kind 682 635
Total 391,356 376,300
These figures relate to five members of staff, including the Principal.
Emoluments of Principal (who was also the highest paid Governor)
Professor Anthony P Cohen
Salary 131,334 131,385
Pension contributions 15,787 14,448
Benefits in kind - -
Total 147,121 145,833

Professor Cohen’s salary for 2004/05 included an amount of £6,942 relating to previous years. Pension
contributions for the Principal are in respect of employers’ contributions to the Universities’
Superannuation Scheme, and are paid at the same rate as for other employees in that scheme.
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NOTES TO THE ACCOUNTS
6. STAFF (continued)
The number of staff, including senior postholders and the Principal, who received remuneration

(including benefits and pension contributions) in the following ranges was:-
2005/06 2004/05

Number Number
£70,001 to £80,000 6 4
£80,001 to £90,000 - 1
£90,001 to £100,000 1 1
£100,001 to £110,000 1 -
£140,001 to £150,000 1 1

2005/06 2004/05

£000 £000
7. OTHER OPERATING EXPENSES
Residences, catering and conferences operating expenses 945 967
Consumables and laboratory expenditure 883 612
Books and periodicals 466 357
Heat, light and water 496 295
Repairs and general maintenance 1,106 1,750
Campus relocation project (revenue costs) 250 584
Grants to QMUC Students’ Union 146 166
Research student grants 200 165
Rents and rates 75 76
External auditors’ remuneration (of which £18,000 refers to University 26 28
College)
External auditors’ remuneration in respect of non-audit services - 32
Internal auditors’ remuneration (all relating to University College) 27 29
University College shop 151 159
Marketing 319 271
Postage, stationery, reprographics, telephone 518 495
Travel & subsistence and staff development 270 283
Staff recruitment 77 134
Insurance 190 183
Research grants and contracts 831 593
Endowment expenditure 61 739
SFC special initiative grant expenditure 187 606
Other expenses 1,065 898

8,289 9,422
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NOTES TO THE ACCOUNTS

8. ANALYSIS OF 2005/06 EXPENDITURE BY ACTIVITY

Other

Staff Costs Operating
Dep’n Expenses Total
£000 £000 £000 £000
Academic departments 8,843 317 1,349 10,509
Academic services 1,295 323 1,440 3,058
Research grants & contracts 1,796 - 831 2,627
Residences, catering and conferences 724 - 962 1,686
Premises 748 614 2,193 3,555
Administration & central services 3,426 133 1,185 4,744
Other expenses 481 - 329 810

Total per income and expenditure account

17,313 1,387 8,289 26,989

The depreciation charge (including the impairment adjustment) has been funded by:

Notes Dep’n
£000
Deferred capital grants released 18 385
Revaluation reserve released 20 347
General income 655
1,387
2005/06 2004/05
£000 £000
Restated
9. INTEREST PAYABLE
Net interest payable on pension asset/liability - 44
- 44

2005/06 2004/05
£000 £000
10. TAXATION

UK Corporation Tax payable - -

11. SURPLUS/(DEFICIT) FOR THE YEAR

As permitted by section 230 of the Companies Act 1985, the income and expenditure account of the
University College (the holding company) has not been shown separately in these financial statements.
The University College’s historical cost surplus for the year was £2,014,000 (2004/05: deficit restated
£708,000).
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NOTES TO THE ACCOUNTS
12. TANGIBLE ASSETS
Group
Land and Buildings Equipment Total
Asset in
Freehold course of
construction
£000 £000 £000 £000

Cost or valuation:
At 1 August 2005 42,052 4,630 3,942 50,624
Additions at cost - 19,198 1,064 20,262
Disposals at cost or valuation (4,950) - (27) (4,977)
At 31 July 2006 37,102 23,828 4,979 65,909
Depreciation:
At 1 August 2005 8,295 - 2,906 11,201
Provided during the year 598 - 789 1,387
Written back on disposals (1,420) - (27) (1,447)
At 31 July 2006 7,473 - 3,668 11,141
Net book amount at 31 July
2006 29,629 23,828 1,311 54,768
Net book amount at 1 August
2005 33,757 4,630 1,036 39,423
Analysis of net book amount at
31 July 2006
Financed by capital grant 24,610 - 494 25,104
Other 5,019 23,828 817 29,664

29,629 23,828 1,311 54,768

The historical cost of the group’s land & buildings property was £36,134,000, and the historical cost
depreciation charge would have been £214,000. Included within the land & buildings total is an amount
of £23,828,000, which has been expended in respect of construction and design and related
professional fees on the proposed new campus at Craighall.

Land and buildings with a net book amount of £24,610,000 and a cost of £7,090,000 have been funded
from Treasury sources. The University College has obtained the agreement of the Scottish Funding
Council that, when these assets are sold, the University College may retain and reinvest the proceeds of
sale in accordance with the Financial Memorandum with the Scottish Funding Council and associated
guidance notes on disposal of such assets and retention of the related proceeds.

On 31 March 2006, QMC Properties Limited disposed of the campus at Duke Street, Leith, for an
amount of £4,294,000. After disposal costs of £48,000, this resulted in a gain on disposal of £226,000.

The University College has a modest collection of works of art and other items of historical interest. No
value is included within fixed assets in respect of this collection.
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12. TANGIBLE ASSETS - continued
University College

Land and Buildings Equipment Total
Asset in
Freehold course of
construction
£000 £000 £000 £000
Cost or valuation:
At 1 August 2005 37,102 4,630 3,942 45,674
Additions at cost - 19,198 1,064 20,262
Disposals at cost - - (27) (27)
At 31 July 2006 37,102 23,828 4,979 65,909
Depreciation:
At 1 August 2005 6,875 - 2,906 9,781
Provided during the year 598 - 789 1,387
Written back on disposals - - (27) (27)
At 31 July 2006 7,473 - 3,668 11,141
Net book amount at 31 July
2006 29,629 23,828 1,311 54,768
Net book amount at 1 August
2005 30,227 4,630 1,036 35,893
Analysis of net book amount at
31 July 2006
Financed by capital grant 24,610 - 494 25,104
Other 5,019 23,828 817 29,664
29,629 23,828 1,311 54,768
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13. INVESTMENTS
Subsidiary Undertakings

Proportion of

Country of Description nominal value of
incorporation of shares issued shares held
Name of undertaking and registration held %
QMC Enterprises Ltd Scotland Ordinary £1 100
shares
QMC Properties Ltd Scotland Ordinary £1 100
shares
Bactokil Ltd Scotland Ordinary £1 100
shares

Other Fixed Asset Investments

2006
£000

At market value:
Fixed and variable interest stocks 174
UK equities 435
Cash awaiting investment 22
631

Cost at
1 August 2005
and
31 July 2006
£

100
2

100

202

2005
£000

180
410
9

599

Other fixed asset investments include £631,000 (2005: £599,000) which is held for the purpose of

funding pensions payable to former staff members who have taken early retirement.

Group and

14. ENDOWMENT ASSET INVESTMENTS 2005/06
£000

Balance at 1 August 2005 1,215
Additions 488
Disposals (59)
Net appreciation less depreciation 27
Transfer to Income & Expenditure account (47)
Balance at 31 July 2006 1,624
2006

£000

Fixed interest stocks 42
Equities (listed) 364
Property 74
Due from general fund 1,029
Other debtors 84
Bank balances 31
Total endowment asset investments at market value 1,624
Fixed interest stocks and equities at cost 346
Land and property at cost 86

University College
2004/05

£000

1,239

166

(182)

43

(61)
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Group University College
Restated
15. DEBTORS
2006 2005 2006 2005
£000 £000 £000 £000
Amounts falling due within one year:
Trade debtors 522 1,125 472 973
Prepayments and accrued income 627 864 615 854
Amounts owed by subsidiaries - - 849 2,998
1,149 1,989 1,936 4,825
Group University College
16. CREDITORS: AMOUNTS FALLING
DUE WITHIN ONE YEAR 2006 2005 2006 2005
£000 £000 £000 £000
Bank overdraft - 85 - 351
Trade creditors 277 1,047 275 1,045
Social security and other taxation payable 373 409 358 363
Accruals and deferred income 3,633 3,863 3,605 3,824
Capital expenditure creditors 2,367 231 2,367 231
Amount due to endowment funds 1,029 650 1,029 650
Amounts owed to subsidiaries - - - 147
7,679 6,285 7,634 6,611

The capital expenditure creditors relate to the quantity surveyors’ valuation of work completed at the
Craighall campus development but not invoiced at 31 July.

Group University College

17. CREDITORS: AMOUNTS FALLING
DUE AFTER MORE THAN ONE YEAR 2006 2005 2006 2005
£000 £000 £000 £000
Bank loan 13,071 - 13,071 -
Capital retention creditor 449 - 449 -
13,520 - 13,520 -

The bank loan represents the amount drawn down under a sterling revolving facility with Barclays Bank
plc, for the purpose of financing capital expenditure incurred in connection with the relocation of the
University College’s campuses to the Craighall site. The total amount available under the revolving
facility commitment is £55 million. The loan is secured over the University College’s campus at
Corstorphine and a portion of the new campus site at Craighall.

18. PROVISIONS FOR LIABILITIES AND CHARGES Group and University College
Unfunded

Pensions

£000

At 1 August 2005 as restated 3,649
Utilised in year (213)
Transfer from income & expenditure account 228
At 31 July 2006 3,664
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19. DEFERRED CAPITAL GRANTS
In respect of fixed assets funded by SFC, Scottish Enterprise Edinburgh & Lothian (SEEL) and The
Scottish Arts Council (SAC).

Group SFC SEEL SAC Other TOTAL
£000 £000 £000 £000 £000
At 1 August 2005
Land 1,313 - - - 1,313
Buildings 4,289 265 845 - 5,399
Equipment 297 - - 1 298
Total 5,899 265 845 1 7,010
Receivable during year:
Buildings 509 413 - - 922
Equipment 207 - - 242 449
Total 716 413 - 242 1,371
Released to income and expenditure account:
Land 32 - - - 32
Buildings 110 135 30 - 275
Equipment 178 - - 62 240
Total 320 135 30 62 547
At 31 July 2006
Land 1,281 - - - 1,281
Buildings 4,688 543 815 - 6,046
Equipment 326 - - 181 507
Total 6,295 543 815 181 7,834
University College SFC SEEL SAC Other TOTAL
£000 £000 £000 £000 £000
At 1 August 2005
Land 1,313 - - - 1,313
Buildings 4,289 135 845 - 5,269
Equipment 297 - - 1 298
Total 5,899 135 845 1 6,880
Receivable during year:
Buildings 509 413 - - 922
Equipment 207 - - 242 449
Total 716 413 - 242 1,371
Released to income and expenditure account:
Land 32 - - - 32
Buildings 110 5 30 - 145
Equipment 178 - - 62 240
Total 320 5 30 62 417
At 31 July 2006
Land 1,281 - - - 1,281
Buildings 4,688 543 815 - 6,046
Equipment 326 - - 181 507
Total 6,295 543 815 181 7,834
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20. ENDOWMENTS Group and University College
Specific General Total
£000 £000 £000
At 1 August 2005 766 449 1,215
Appreciation of endowment asset investments 6 21 27
Additions 411 - 411
Income for year 26 53 79
Expenditure for year (55) (6) (61)
Transfer to Income & Expenditure account - (47) (47)
At 31 July 2006 1,154 470 1,624
Representing
Prize funds 123 - 123
Other funds 1,031 470 1,501
1,154 470 1,624
21. REVALUATION RESERVE Group University
College
£000 £000
Revaluations
At 1 August 2005 26,611 23,597
Disposals (1,337) -
Surplus on investment revaluation 26 26
At 31 July 2006 25,300 23,623
Contribution to depreciation
At 1 August 2005 4,179 3,869
Disposals (310) -
Released in year (note 22) 347 347
At 31 July 2006 4,216 4,216
Net revaluation amount
At 31 July 2006 21,084 19,407
At 1 August 2005 22,432 19,728
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22. GENERAL RESERVE
Group University College
2006 2005 2006 2005
£000 £000 £000 £000
Note restated restated
At 1 August as previously reported 1,791 2,387 4,033 4,573
Prior year adjustment 28 (4,463) (3,114) (4,463) (3,542)
At 1 August as restated (2,672) (727) (430) 1,031
Surplus/(deficit) for year 836 (1,142) 1,667 (1,055)
Transferred from revaluation reserve 21 347 378 347 347
Transferred from revaluation reserve in 1,517 - - -
respect of Duke Street disposal
Actuarial gain/(loss) in pension scheme 422 (1,181) 422 (1,181)
At 31 July 450 (2,672) 2,006 (858)
Represented by:-
Income and expenditure account
At 1 August as restated 2,676 3,206 4,918 4,964
Surplus/(deficit) for the year 836 (1,142) 1,667 (1,055)
Transfer (to)/from pension reserve (23) 234 (23) 234
Transferred from revaluation reserve 21 347 378 347 347
Transferred from revaluation reserve in 1,517 - - -
respect of Duke Street disposal
At 31 July 5,353 2,676 6,909 4,490
Pension reserve
At 1 August as restated (5,348) (3,933) (5,348) (3,933)
Current service cost (928) (891) (928) (891)
Employer contributions 875 933 875 933
Contributions in respect of unfunded benefits 47 76 47 76
Past service costs - (308) - (308)
Net return on assets 29 (44) 29 (44)
Transfer from/(to) income & expenditure account 23 (234) 23 (234)
Actuarial gains/ (losses) 422 (1,181) 422 (1,181)
(4,903) (5,348) (4,903) (5,348)
At 31 July
Summary
Income and expenditure account 5,353 2,676 6,909 4,490
Pensions reserve (4,903) (5,348) (4,903) (5,348)
At 31 July 450 (2,672) 2,006 (858)

Group & University College
23. LEASE OBLIGATIONS 2006 2005
At 31 July the University College had annual commitments under non-cancellable operating leases for
buildings and equipment as follows:-

£000 £000
Expiring within one year - -
Expiring between two and five years 112 112
Total 112 112
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24. RECONCILIATION OF CONSOLIDATED OPERATING SURPLUS TO NET CASH FLOW FROM
OPERATING ACTIVITIES

2005/06 2004/05
£000 £000
Restated
Surplus/(deficit) before tax 807 (1,209)
Pension costs less contributions payable 6 190
Depreciation (note 12) 1,387 1,327
Depreciation written back on Grainger-Stewart hall - (490)
Impairment adjustment for Gateway Theatre - 1,229
Deferred capital grants released to income (note 19) (547) (402)
Accelerated release of deferred capital grant the Gateway Theatre - (551)
Investment income and interest receivable (151) (96)
Interest payable - 44
(Gain) on disposal of tangible fixed assets (226) -
(Gain) on sale of investments (6) -
Reversal of unrealised loss on investments - (28)
Decrease/(increase) in stocks 15 (2)
Decrease/(increase) in operating debtors 809 (401)
(Decrease)/increase in operating creditors (657) 1,128
Increase in provisions 15 105
Net cash inflow from operating activities 1,452 844

25. RETURNS ON INVESTMENTS AND SERVICING OF FINANCE
2005/06 2004/05
£000 £000
Net income from endowments (397) 1
Investment income received 26 29
Other interest received 96 67
(275) 97

26. CAPITAL EXPENDITURE AND FINANCIAL INVESTMENT

2005/06 2004/05
£000 £000
Tangible assets acquired (other than leased equipment) 17,677 3,219
Investments acquired 68 122
Endowment asset investments acquired 81 121
Total fixed and endowment asset investments acquired 17,826 3,462
Receipts from disposal of tangible fixed assets (4,247) -
Receipts from sales of investments (80) (105)
Receipts from sales of endowment assets (60) (109)
Deferred capital grants received (1,371) (150)
Endowments received (411) -
11,657 3,098
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27. ANALYSIS OF CHANGES IN NET FUNDS
At Cash At
1 August Flows 31 July
2005 2006
£000 £000 £000
Cash at bank and in hand - 2,560 2,560
Endowment assets 85 (54) 31
Bank overdrafts (85) 85 -
- 2,591 2,591
Debt due within one year - - -
Debt due after one year - (13,071) (13,071)
- (10,480) (10,480)

28. PRIOR YEAR ADJUSTMENTS

(A) FRS17 - Pensions

As set out in accounting policies note 1, the University College has adopted FRS17 in full in these
financial statements. FRS 17 requires the assets of defined benefit pension schemes, such as the Local
Government Pension Scheme, to be measured at market value at each balance sheet date, and the
liabilities to be measured using a specific valuation method and to be discounted using a corporate bond
rate. Any resulting share of the pension scheme surplus or deficit is recognised on the balance sheet.
Any resulting gains and losses are recognised in the statement of total recognised gains and losses
rather than being recognised gradually in the income and expenditure account.

The impact of the prior year adjustment on the net assets at 31 July 2005 represents the inclusion of the
FRS17 liability of £5,348,000, less an amount of £885,000 already accounted for through the existing
pensions provision at 31 July 2005. The impact of the prior year adjustment on the income and
expenditure account for the year ended 31 July 2005 represents the inclusion of the net pension cost
under FRS17 of £168,000.

(B) FRS21 - Events after the balance sheet date

In these financial statements Financial Reporting Standard 21 (FRS 21), Events after the balance sheet
date, has been adopted for the first time. As a result of the adoption of FRS 21 a prior year adjustment
has been made in respect of the recognition of gift aid paid to the University College by its subsidiary
companies, whereby amounts are recognised in the financial year in which they are paid rather than the
year in which the associated taxable profit arises.
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28. PRIOR YEAR ADJUSTMENTS (continued)

The adjustments made to individual balances from those reported in the 2004/05 accounts are as

follows.

Group Note Reported Adjustment Restated
in 2004/05 (A)

Income & expenditure account £000 £000 £000

Staff costs 6 16,564 124 16,688

Interest payable 9 - 44 44

Net increase to deficit for the year 168

Balance sheet at 31 July 2005

Revenue reserve 22 (1,791) (885) (2,676)

Pensions reserve 22 - 5,348 5,348

Total prior year adjustment 4,463

University College Note Reported Adjustment Adjustment Restated
in 2004/05 (A) (B)

Income & expenditure account £000 £000 £000 £000

Other operating income 4 (2,853) - 91 (2,762)

Staff costs 6 16,285 124 - 16,409

Interest payable 9 - 44 - 44

Net increase/(decrease) to deficit for

the year 168 (91)

Balance sheet at 31 July 2005

Debtors 15 5,253 - (428) 4,825

Revenue reserve 22 (4,033) (885) 428 (4,490)

Pensions reserve 22 - 5,348 - 5,348

Total prior year adjustment 4,463 -

29. PENSIONS AND SIMILAR OBLIGATIONS

The University College’s employees belong to three principal pension schemes, the Scottish Teachers
Superannuation Scheme (STSS), the Local Government Pension Scheme (LGPS) and the Universities’
Superannuation Scheme (USS). The total pension cost for the year was £1,788,000 (2004/05:

£2,043,000).
Group
Year ended Year ended
31 July 2006 31 July 2005
£000 £000
The total pension charge is analysed as follows:-
Lothian Pension Fund (LGPS) 899 1,243
Scottish Teachers Superannuation Scheme 803 772
Universities’ Superannuation Scheme 86 28
1,788 2,043
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29. PENSIONS AND SIMILAR OBLIGATIONS (continued)

A ) Local Government Pension Scheme (LGPS)

The Lothian Pension Fund is a funded defined benefit scheme, with the assets held in a separate
trustee-administered fund. The agreed contribution rates for future years are 15.8% for employers and
6% for employees. The following information is based upon a full actuarial valuation of the fund at 31
March 2005 updated to 31 July 2006 by a qualified independent actuary

Assumptions at

Rate of price inflation
Discount rate

Salary increase rate
Pension increase rate

31 July 2006

3.1%
5.1%
4.6%
3.1%

31 July 2005

2.8%
5.0%
4.3%
2.8%

31 July 2004

2.9%
5.8%
4.4%
2.9%

The assumptions used by the actuary are the best estimates chosen from a range of possible actuarial
assumptions which, due to the timescales covered, may not necessarily be borne out in practice.

The fair value of the scheme’s assets, which are not intended to be realised in the short term and may
be subject to significant change before they are realised, and the present value of the scheme’s
liabilities, which are derived from cash flow projections over a long period and are thus inherently

uncertain, were:-

Long term Value at Long term Value at Long term Value at
rate of 31 July rate of 31 July rate of 31 July
return at 31 2006 return at 31 2005 return at 31 2004
July 2006 July 2005 July 2004
£000 £000 £000
Equities 7.7% 14,918 7.3% 13,845 7.9% 9,451
Bonds 4.7% 1,122 4.7% 1,077 5.4% 957
Property 5.7% 2,083 5.4% 1,693 6.7% 1,196
Cash 4.8% 606 4.5% 476 4.5% 1,663
Total 7.2% 18,729 6.9% 17,091 7.2% 13,267
Value at Value at Value at
31 July 2006 31 July 2005 31 July 2004
£000 £000 £000
Estimated employer assets (A) 18,729 17,091 13,267
Present value of scheme liabilities (22,791) (21,563) (16,708)
Present value of unfunded liabilities (841) (876) (492)
Total value of liabilities (B) (23,632) (22,439) (17,200)
Net pension liability (A) — (B) (4,903) (5,348) (3,933)
Analysis of the amount charged to staff costs (note 6):-
Year ended Year ended
31 July 2006 31 July 2005
£000 £000
Current service cost 928 891
Past service cost - 308
Total operating charge 928 1,199
Analysis of amounts included in other finance income/costs (note 5/ note 9) :-
Year ended Year ended
31 July 2006 31 July 2005
Expected return on employer assets (1,094) (984)
Interest on pension scheme liabilities 1,065 1,028
Net return (29) 44
Net income and expenditure account charge 899 1,243

33




Statement of Accounts 2006

NOTES TO THE ACCOUNTS

29. PENSIONS AND SIMILAR OBLIGATIONS (continued)
A ) Local Government Pension Scheme (LGPS) (continued)
Analysis of amount recognised in Statement of Total Recognised Gains and Losses (STRGL):-

Year ended Year ended
31 July 2006 31 July 2005

£000 £000
Actual return less expected return on pension scheme assets 1,289 1,968
Experience gains and losses arising on the scheme liabilities 51 (235)
Changes in financial assumptions underlying the present value of
the scheme liabilities (918) (2,914)
Actuarial gain/(loss) recognised in STRGL 422 (1,181)

In order to address the scheme deficit, employer contribution rates have been increased in recent
years. No indication has been received from the scheme trustees that any capital sum contribution will
be sought from employers to reduce the amount of the deficit. Draft regulations were issued on 30 June
2006 which, if implemented, will remove the “rule of 85”, thereby reducing the ability of staff within the
pension scheme to retire early whilst remaining eligible for an unreduced pension.

History of experience gains and Year Year Year Year Year

losses:- ended 31 ended 31 ended 31 ended 31 ended 31
July 2006  July 2005  July 2004  July 2003 July 2002

£000 £000 £000 £000 £000

Difference between the

expected and actual return on 1,289 1,968 313 349 (2,418)

assets

Value of assets 18,729 17,091 13,267 11,452 9,162

Percentage of assets 6.9% 11.5% 2.4% 3.0% (26.4%)

Experience gains/(losses) on 51 (235) 3 (372) 169

liabilities

Present value of liabilities 22,632 22,439 17,201 15,680 11,595

Percentage of the present 0.2% (1.0%) 0.0% (2.4%) 1.5%

value of liabilities

Actuarial gains/(losses) 422 (1,181) 293 (2,027) (471)

recognised in the STRGL

Present value of liabilities 22,632 22,439 17,201 15,680 11,595

Percentage of the present 1.8% (5.3%) 1.7% (12.9%) (4.1%)

value of liabilities

B ) Scottish Teachers’ Superannuation Scheme (STSS)

The STSS is an unfunded defined benefit scheme. Contributions on a pay-as-you-go basis are credited
to the Exchequer under arrangements governed by the Superannuation Act 1972. A notional asset
value is ascribed to the Scheme for the purpose of determining contribution rates. Under the definitions
set out in FRS17, the STSS is a multi-employer pension scheme. The University College is unable to
identify its share of the underlying assets and liabilities of the scheme. Accordingly, the University
College has accounted for its contributions as if it were a defined contribution scheme.

The last actuarial valuation of the scheme was at 31 March 2001, and used a prospective benefits
valuation methodology. The assumptions that have had the most significant effect on the valuation at
31 March 2001 are as follows:

Gross rate of return 7.0%
Rate of return on investments in excess of rate of increases in earnings 2.0%
Rate of return on investments in excess of rate of increases in prices 3.5%
Rate of real earnings growth 1.5%
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29. PENSIONS AND SIMILAR OBLIGATIONS (continued)

C) Universities’ Superannuation Scheme (USS)

Fourteen members of staff of the University College participate in the USS. The latest actuarial valuation
of the scheme was at 31 March 2005. The assumptions which have the most significant effect on the
result of the valuation in relation to future service liabilities are as follows:

Investment return — past service 4.5%
Investment return — future service 6.2%
Pensionable salary increases 3.9%
Pension increases 2.9%
Price inflation 2.9%

At the valuation date, the market value of the assets of the scheme was £21,740 million and the value of
past service liabilities was £29,547 million, leaving a deficit of £7,807 million. The assets were therefore
sufficient to cover 74% of the benefits which had accrued to members after allowing for expected future
increases in earnings.

The USS is a multi-employer scheme where the share of assets and liabilities applicable to each
employer is not identified. The University College has therefore accounted for its contributions on a
defined contribution basis, as permitted by FRS17.

D ) Other pension liabilities

The University College has a liability for pension enhancements payable to former members of staff who
have taken early retirement in prior years. An actuarial valuation of the amount of this liability was
carried out by Hymans Robertson, Actuaries at 31 July 2006, on the basis of valuation prescribed by
FRS17. The total provision in respect of this liability is £3,663,000 (2005 restated £3,649,000).

30. RELATED PARTY TRANSACTIONS

Due to the nature of the University College’s operations and the composition of the Governing Body
(being drawn from local public and private sector organisations), is it inevitable that transactions will take
place with organisations in which a member of the Governing Body may have an interest. All
transactions involving organisations in which a member of the Governing Body may have an interest are
conducted at arm’s length, and in accordance with the University College’s financial regulations and
normal procurement procedures.

31. CAPITAL COMMITMENTS

On 14 December 2005, the University College entered into missives for the purchase of a site at
Craighall in East Lothian. The University College is developing a new campus on this site, and proposes
to transfer the existing operations carried out at its Corstorphine, Leith and Gateway campuses to this
new site in 2007. The total cost of the development, including the construction of student residences, is
expected to be around £100 million. This will be funded by a combination of the proceeds of sale of the
existing sites, fundraising and additional borrowings. Consent to proceed with the campus relocation
project, and to retain the proceeds of disposal of the existing campuses, has been obtained from the
Scottish Funding Council.

The University College has entered into a contract with Carillion JM Ltd for the construction of the main
academic element of the new campus at Craighall. The value of this contract is £45,739,000 excluding
VAT (£53,743,000 including VAT). An amount of £12,855,000 excluding VAT (£15,105,000 including
VAT) was payable to the contractor as at 31 July 2006, leaving a commitment of £32,884,000 excluding
VAT (£38,639,000 including VAT) outstanding at 31 July 2006.

On 30 November 2005, the University College agreed a £55 million development facility with Barclays
Bank, which will provide sufficient funds to undertake the main academic and related development.

The student residences development at Craighall is being funded through a partnership arrangement
with Sanctuary Housing Association (SHA), with the development costs being funded by SHA. QMUC
has entered into an agreement with SHA and the Bank of Scotland (HBOS) whereby, on completion, the
residences will be sold to a special purpose vehicle company, Queen Margaret Student Solutions Ltd, in
which the University College, SHA and HBOS each have a one-third controlling interest. QMUC has
agreed to enter into a nominations commitment, whereby it guarantees to nominate and pay for an
agreed proportion of the residential rooms over a 35-year period.
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32. HARDSHIP AND CHILDCARE FUNDS

2005/06 2004/05
£000 £000
HARDSHIP FUND

Balance at 1 August 3 -
Amounts received from Student Awards Agency for Scotland 152 89
Interest earned 1 -
Amount vired in from Childcare Fund 14 75
170 164
Disbursed to students (144) (161)
Balance unspent at 31 July 26 3

CHILDCARE FUND
Balance at 1 August 106 104
Amounts received from Student Awards Agency for Scotland 36 148
Interest earned 2 2
144 254
Disbursed to students (37) (69)
Amount vired out to Hardship Fund (14) (75)
Administration costs (2) (4)
Balance unspent at 31 July 91 106

Amounts received from the Student Awards Agency for Scotland are available solely for students; the
University College acts only as paying agent. The grants and related disbursements are therefore
excluded from the income and expenditure account.
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