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77.4

Discussion

77.5

77.6

under consideration. Although it was beyond UCL’s means to
realise every project on the list, an investment of
approximately £1.2bn over the coming decade was feasible if
a higher level of operating performance could be achieved.
Benchmarking suggested that a target surplus of 5-6% over
the same period was not unrealistic. The strategy also
envisaged borrowing of approximately £250m, commencing
in 2014-15.

Work was now commencing in three areas: to test and refine
the assumptions underlying the paper; to determine the
needs and priorities for the estate; and to drive up financial
performance. Progress reports would be delivered to the
Council meeting of 9 July 2013 and the FC meeting of 23
September 2013.

Members cautioned against an over-reliance on
benchmarking, given the fundamental differences between
Russell Group institutions and the lack of any direct
comparator for UCL.

It was suggested that the strategic issues identified by FC at
the
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remained a significant variable. Investment in additional
academic staff, which would affect staff costs in 2014-15 but
not produce a return in terms of QR until the following year,
was a significant element in the expenditure limiting UCL's
current
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79

78.6

78.7

78.8

The modest financial return expected by UCL in comparison
with commercial providers of student accommodation left it
struggling to compete for the purchase of suitable sites in
London. It was suggested that under-provision of
maintenance of the estate in the past inflated UCL'’s apparent
return in this area, and also that depreciation, because it was
based upon book cost, was underestimated.

FC noted the implied subsidy in UCL's student accommodation
provision, as accommodation charges were around 15% lower
than the private sector when taking into account UCL's summer
lettings. FC queried whether an explicit subsidy (ie obtaining
beds through nominations agreements and directly subsidising
the cost to students) might not prove a preferable arrangement
in some circumstances. The importance of UCL branding and
the ‘UCL experience’, and of a diversity of provision, were
noted, as was the pressing need for staff accommodation. It
was also suggested that the extent of demand for places
disguised the decline in suitability of many of the properties
over time.

FC requested, for a future meeting, a further paper outlining the
policy and proposed implementation strategy to address these
issues, with details of the anticipated financial consequences.

UCL STRATFORD / NEW UNIVERSITY QUARTER

Received

79.1

79.2

Reported

79.3

APPENDIX FC 5/69 (12-13) — an update on the search for a
new university quarter.

Oral reports from Andrew Grainger, Director of UCL Estates,
and the Provost.

The cessation of discussions between UCL and the London
Borough of Newham (LBN) in relation to the Carpenters’
Estate site had been announced on 8 May. It had become
clear that the expectations of LBN in relation to UCL’s means
of bridging the funding gap between the value of the site for
highest alternative use and the cost of preparing it for
development had exceeded what UCL could regard as
reasonable. Lengthening time horizons and a deteriorating risk
profile had contributed to the decision. Discussions had
nevertheless concluded on a positive note, with LBN
expressing a hope that UCL could nevertheless establish a
presence in the borough. Work was now progressing to
evaluate a range of sites across London, some of which were
in the Stratford area. The proposed locations were being
evaluated for their ability to pass a number of hurdles; after
consideration of each site against a series of criteria a ranked
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79.4

Discussion

79.5

79.6

79.7

shortlist would be produced and details submitted to Finance
Committee in due course.

The Provost drew attention to the recent announcement by
Imperial College of a Memorandum of Understanding with
Zhejiang University* and the securing by Loughborough
University of 24,000m? of space at the Press and Broadcast
Centres at the Olympic Park?.

The committee noted the restrictions on major long term
development in Bloomsbury and the potential opportunities for
expansion elsewhere in London.

A Working Group of Council chaired by Dr Gill Samuels was
now carrying out a scenario planning exercise, and
investigating whether outside partners could contribute to the
development of an academic vision for a new site.

It was noted that a new budget for the development of the
proposals would be required, as the initial £5m budget had
been approved in respect of the Carpenters Estate project.

80 FINANCIAL UPDATE

Received

80.1

80.2

Reported

80.3

80.4

APPENDIX FC 5/70 (12-13) — the Financial Update (April
2013).

An oral report from Phil Harding, Director of Finance and
Business Affairs.

The forecast surplus, which was unchanged at £10.1m, now
incorporated the downward adjustment to the HEFCE
teaching grant noted at the previous meeting [FC Minute 54.4,
2012-13] as well as the impact in the current year of additional
recruitment ahead of the REF.

Academic areas were forecasting a £5m shortfall on budget,
mostly on non-core activities. Research grant income was
£24m above budget, with a slight fall in overheads.
Professional Services were showing a small favourable
variance. Cash was £34m above target but a £14m cash
outflow, subject to capital expenditure and the rate of debt
recovery, was anticipated across the year. The NHS debt
situation continued to improve.

! http://www3.imperial.ac.uk/newsandeventspggrp/imperialcollege/newssummary/news _17-5-

2013-15-14-49

2 http://www.lboro.ac.uk/service/publicity/news-releases/2013/84 LUIL.html



http://www3.imperial.ac.uk/newsandeventspggrp/imperialcollege/newssummary/news_17-5-2013-15-14-49
http://www3.imperial.ac.uk/newsandeventspggrp/imperialcollege/newssummary/news_17-5-2013-15-14-49
http://www.lboro.ac.uk/service/publicity/news-releases/2013/84_LUIL.html
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Discussion

80.5 It was suggested that the accounting treatment of reserves in
the paper was unduly opaque. It was confirmed that UCL's
arrangements for reserves related to the incentivisation of
academic areas to exceed their targets through a mechanism
of ring-fenced funds. The issue would be considered as part
of a forthcoming review of the financial model.

80.6 FC discussed the role of UCLB in capitalising on opportunities
for developing contract research income. FC requested, for a
future meeting, financial data that would
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81.7

81.8

81.9

donations, was discussed. It was noted however that such
items could not be cleanly disentangled from the rest of the
budget; the budgeted donations figure was significantly
affected by the spend on the Sainsbury Wellcome Centre,
and the current treatment of capital was justified by the
practice of accounting for depreciation.

Major components of UCL's financial performance in 2013-
14, such as research grants, student fee income and staff
costs, were already broadly predictable. In this context FC
discussed whether the current timetable for approval of the
budget was appropriate. In discussing whether a draft budget
for the following year (ie 2014-15) should in fact be
considered by FC at this stage, it was noted that the HEFCE
financial forecasts paper (APPENDIX FC 5/73 (12-13))
provided much of the relevant data.

In drawing discussions to a close the Chair requested the

following:

¢ areconciliation of the £10m projected surplus for 2012-13
with the budgeted £16m surplus for 2013-14, on a like-for-
like basis net of exceptional items (to be circulated ahead
of the next meeting);

e a paper detailing those measures put in place for 2013-14
that were expected to bring about an improvement in
UCL'’s financial performance (for the next meeting).

The Chair proposed to report to Council at its meeting on 9 July
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88

89

RESOLVED

87.3

lay with Council®, which formally delegated the matter to the
Finance Committee, as reflected in FC’s Terms of Reference.

That the proposed student fee levels at APPENDIX 5/77
(12-13) be approved.

UCLU DRAFT BUDGET

Received

88.1

Discussion

88.2

APPENDIX FC 5/78 (12-13) — the UCLU budget first estimates
for 2013-14.

FC noted that, against the background of UCLU’s healthy cash
position, projected cash outflows of £209,000 in 2013-14 and
£150,000 in 2014-15 were manageable. FC's attention was
drawn to a sharp rise in governance (ie staff) costs from a
projected £484,000 in the current year to a budgeted £738,000
in 2013-14.

RECOMMENDED - to Council

88.3

That the UCLU budget at APPENDIX 5-78 (12-13) be
approved.

BENTHAM HOUSE AND HILLEL HOUSE

Received

89.1

APPENDIX FC 5/79 (12-13) —

12
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RECOMMENDED - to Council

90.2 That the refurbishment proposal at APPENDIX 5/80

13
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94 CAPITAL PROJECTS WORKS CONTRACT PROCUREMENT

Received

14
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noted that it had been a great pleasure working with the
Finance Committee and paid tribute to the contribution of the
committee members, notably the lay members, to the life of the
university.

99 FINANCE COMMITTEE MEETING DATES 2013-14

Received

99.1 APPENDIX FC 5/

15





