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STRATEGIC REPORT

Status

Queen Margaret University, Edinburgh is an autonomous Scottish higher education institution. The University’'s
governing instruments and arrangements are set out under the Queen Margaret University, Edinburgh (Scotland)
Order of Council 2007, amended from 1 October 2019 through the Queen Margaret University, Edinburgh (Scotland)
Amendment Order of Council 2019. The 2007 Order is made under section 45 of the Further and Higher Education
(Scotland) Act 1992. The University is registered under the Companies Acts as a company limited by guarantee,
with its registered office at Queen Margaret University Drive, Musselburgh, East Lothian, EH21 6UU. The University
has been entered into the Scottish Charity Register and is entitled, in accordance with section 13(1) of the Charities
and Trustee Investment (Scotland) Act 2005, to refer to itself as a Charity registered in Scotland.

Scope of the financial statements

The financial statements presented on pages 20 to 43 comprise the consolidated results of the University and its
subsidiary company, QMU Enterprises Limited. QMU Enterprises Limited undertakes commercial consultancy work,
utilising the expertise of the University’s academic and technical staff, and also deals with vacation letting of the
University’s student accommodation. The University holds 50% of the issued share capital of Edinburgh Innovation
Park Joint Venture Company Limited. Due to the limited activity to date within the joint venture company, the results
have not been consolidated into these financial statements. Further information is provided in note 13 to the financial
statements.

The financial statements have been prepared on a going concern basis in accordance with Financial Reporting
Standard 102 (FRS 102) and the Statement of Recommended Practice — Accounting for Further and Higher
Education 2019 (SORP 2019), with the Accounts Direction issued by the Scottish Funding Council (SFC) and with
the United Kingdom Companies Acts. Information on the process which has been undertaken to inform the decision
to prepare the financial statements on a going concern basis is set out in section (A) in the statement of principal
accounting policies.

Development of the strategic plan

The University’s strategic plan remains rooted in the University’s core values, and sets out a number of strategic
goals, along with targets to be achieved by the end of the current plan period in 2025. The plan is supported by a
more detailed delivery plan, which sets out specific actions, along with timescales and owners, which will enable the
achievement of the strategic plan goals and targets. A key element of the plan remains the inclusion of key
performance indicators which the University Court uses to monitor progress towards the achievement of the goals
set out in the plan (both financial and non-financial). The University also has processes to manage the risks which
might inhibit this achievement.

Results for the year
The Group’s consolidated results for the year to 31 July 2022 are summarised as follows:-

2021/22 2020/21
£million £million
Total income 48.3 44.0
Total expenditure (48.7) (45.9)

(Deficit) for the year
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STRATEGIC REPORT (continued)

In accordance with the recommendations from the Higher Education Financial Sustainability Strategy Group
(FSSG), the University Court undertakes a formal annual
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STRATEGIC REPORT (continued)

Social inclusion
Queen Margaret University aims to
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DIRECTORS’ REPORT

Section 172(1) Statement - Companies Act 2006

This statement sets out how the Directors of Queen Margaret University, Edinburgh, have applied and complied with
Section 172(1) of the Companies Act 2006 in accordance with the Companies (Miscellaneous Reporting)
Regulations 2018. The University Court, as Directors of the company limited by guarantee, must, as those of all UK
companies, act in accordance with a set of general duties set out in section 172 of the Companies Act 2006 (the
Act). The Board of Directors consider, both individually and together, that they have acted in the way, in good faith,
that would be most likely to promote the success of the Company for the benefit of its members as a whole (having
regard to the stakeholders and matters set out in s172(1)(a-f) of the Act) in the decisions taken during the year
ended 31 July 2022.

The Board of Directors’ intention is to behave responsibly and ensure that the University



Strategic Report and Financial Statements 2022

DIRECTORS’ REPORT (continued)
MEMBERSHIP OF THE UNIVERSITY COURT
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CORPORATE GOVERNANCE STATEMENT
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CORPORATE GOVERNANCE STATEMENT (continued)

Paragraph 49
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CORPORATE GOVERNANCE STATEMENT (continued)
The outcomes established in these reports, and within the University’'s Outcome Agreement with the SFC,
form the basis of the Equality and Diversity Committee Action Plan, updates to which were reported at each
meeting of the University Court.

At the time of writing, the gender balance of membership of Court sits at 52% female and 48% male. Equality
Monitoring has been undertaken in respect of all Court members since 2017/18.

System of Internal Financial Control

15
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF THE COURT OF QUEEN MARGARET
UNIVERSITY, EDINBURGH (continued)

Opinion on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

18
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF THE COURT OF QUEEN MARGARET
UNIVERSITY, EDINBURGH (continued)

Our approach was as follows:

« We obtained an understanding of the legal and regulatory frameworks that are applicable to the group and
parent institution and determined that the most significant are FRS 102 and Statement of Recommended
Practice for Further and Higher Education.

* We understood how the group and parent institution is complying with those frameworks by making
enquiries of management and those responsible for legal and compliance procedures. We corroborated
our enquires through our review of the Court minutes and papers provided to the Audit and Risk Committee
at a Group level, as well as consideration of the results of our audit procedures to either corroborate or
provide contrary evidence which was then followed up.

* We have considered the culture of honesty and ethical behaviour of management and whether a strong
emphasis is placed on fraud prevention, which may reduce opportunities for fraud to take place, and fraud
deterrence, which could persuade individuals not to commit fraud because of the likelihood of detection
and punishment. We assessed the susceptibility of the group and parent institution’s financial statements
to material misstatement, including how fraud might occur by meeting with management to understand
where they considered there was susceptibility to fraud. We also considered performance targets and their
influence on efforts made by management to manage financial performance. Where this risk was
considered higher, we performed audit procedures to address the risk of fraud and management override.
These procedures included testing manual journals and were designed to provide reasonable assurance
that the financial statements were free from fraud or error.

« We also considered the oversight of those charged with governance (i.e., considering the potential for

19
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the Year Ended 31 July 2022

Note
2021/22 2020/21
£000 £000

23
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STATEMENT OF PRINCIPAL ACCOUNTING POLICIES

The following accounting policies have been applied consistently in dealing with items which are considered material
in relation to the financial statements.

(A)

Basis of preparation (including going concern assessment)

The financial statements have been prepared in accordance with the Statement of Recommended Practice:
Accounting for Further and Higher Education 2019 (“SORP 2019") and in accordance with Financial Reporting
Standard (FRS) 102 and with the Accounts Direction issued by the Scottish Funding Council.

The University is a public benefit entity and therefore has applied the relevant public benefit requirement of
FRS 102. The financial statements have been prepared under the historical cost convention, as modified by
the revaluation of land and buildings.

The functional currency of the University is pounds sterling, and the financial statements have been prepared
to round £000s.

The financial statements have been prepared on a going concern basis. The University and Group’s activities,
financial performance and financial position, together with factors likely to affect its future development and
performance, are described in the Strategic Report. Emerging and principal risks and uncertainties facing the
University are described on page 5. At 31 July 2022, the University held gross cash of £15.2 million, excluding
restricted funds held on behalf of SAAS (2021 gross cash of £15.3 million), while net current assets were £7.6
million. At 31 October 2022 the University held £14.8 million of gross cash.

The University’s external borrowings at 31 July 2022 totalled £21.2 million. Of this amount, £18.5 million related
to a secured loan facility with Barclays Bank plc taken out to fund the campus development at Musselburgh,
and £2.7 million related to an unsecured loan from the Scottish Funding Council under the Financial
Transactions scheme. The University’s secured borrowings from Barclays Bank plc, as described above are
subject to covenant terms. The University was fully compliant with those covenant terms during the year to 31
July 2022. A further £3 million of borrowings will be repayable during the going concern period to 31 July 2024.

Cash flow forecasts were prepared for the period up to 31 July 2024 to support management’s assessment of
going concern. The institution’s base case scenario for the period forecast compliance with all loan covenants
to 31 July 2024.

The greatest risk to the future financial sustainability of the University is that of further real terms (and possibly
also cash-terms) reductions in the level of grant funding receivable from the Scottish Funding Council. This
may be further exacerbated as a result of wider geopolitical and economic uncertainties. The University has
built up a significant cash buffer which will allow it to navigate the difficult financial waters which lie ahead over
the next few years, whilst it has at the same time managed to make a significant reduction in its level of
borrowings.

Management has modelled a plausible downside scenario based on a number of adverse scenarios taking
place in financial year 2023/24, including a cash-terms reduction in SFC grants, planned tuition fee growth not
taking place, and inflation remaining much higher than forecast. In this scenario, the University retains liquidity
headroom and compliance with covenants through the going concern period with both plausible and available
mitigating actions being undertaken. These mitigations include, firstly, reducing uncommitted future spend on
discretionary

24
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(B)

STATEMENT OF PRINCIPAL ACCOUNTING POLICIES (continued)

Basis of consolidation

The consolidated financial statements include the University and its subsidiary undertaking for the financial
year ended 31 July 2022. Details of QMU Enterprises are given in note 13. Intra-group transactions are
eliminated on consolidation. Amounts in relation to debts and claims between undertakings included in the
consolidation are also eliminated.

The consolidated financial statements do not include the results of the Queen Margaret University Students’
Union on the grounds that it is a separate legal entity in which the University has no financial interest and
exerts no control or significant influence over policy decisions.

The University and East Lothian Council each hold one share in Edinburgh Innovation Park Joint Venture
Company Limited, with a nominal value of £1 per share. This is a joint venture between the parties, which was

25
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STATEMENT OF PRINCIPAL ACCOUNTING POLICIES (continued)
(D) Accounting for retirement benefits (continued)

Scottish Teachers’ Pension Scheme

The STPS is an unfunded multi-employer defined benefit scheme. Contributions are credited to the Exchequer,
and the Exchequer effectively meets the costs of all benefits. The scheme is financed by payments from
employers and from those current employees who are members of the scheme and who pay contributions at
progressively higher marginal rates based on pensionable pay, as specified in the regulations. The rate of
employer contributions is set with reference to a funding valuation undertaken by the scheme actuary. The
University is unable to identify its share of the underlying assets and liabilities of the scheme. Accordingly, the
University has accounted for its contributions as if it were a defined contribution scheme. The University has
no obligation for other employers’ obligations to the multi-employer scheme.

Universities Superannuation Scheme

The Universities Superannuation Scheme is a hybrid pension scheme, providing defined benefits (for all
members), as well as defined contribution benefits. The assets of the scheme are held in a separate trustee-
administered fund. Because of the mutual nature of the scheme, the assets are not attributed to individual
institutions and a scheme-wide contribution rate is set. The University is therefore exposed to actuarial risks
associated with other institutions’ employees and is unable to identify its share of the underlying assets and
liabilities of the scheme on a consistent and reasonable basis. As required by Section 28 of FRS 102
(Employee Benefits), the University therefore accounts for the scheme as if it were a defined contribution
scheme. As a result, the amount charged to the income and expenditure account represents the contributions
payable to the scheme in respect of the accounting period. Since the University has entered into an agreement
(the Recovery Plan) that determines how each employer within the scheme will fund the overall deficit, the
University recognises a liability for the contributions payable that arise from the agreement (to the extent that
they relate to the deficit) with related expenses being recognised through the income and expenditure account.

Enhanced pension benefits

In a number of instances, the University 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

26
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(H)

STATEMENT OF PRINCIPAL ACCOUNTING POLICIES (continued)
Fixed assets (continued)

The valuation was prepared in accordance with the requirements of the RICS Valuation - Global Standards
2022 and the national standards and guidance set out in the UK National Supplement (November 2018), the
International Valuation Standards, Financial Reporting Standard 102 and the 2019 Statement of
Recommended Practice 'Accounting for Further and Higher Education'. The valuation was undertaken on a
Fair Value basis. The valuations of specialised properties were derived using the Depreciated Replacement
Cost (DRC) method, whilst the student residences were valued as a trading entity using a Discounted Cash
Flow (DCF).

Costs incurred in relation to a tangible fixed asset after its initial purchase or production are capitalised to the

extent that they increase the expected future benefits to the University from the existing tangible fixed asset
beyond its previously assessed standard of performance. The cost of routine maintenance is not capitalised,

27
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NOTES TO THE FINANCIAL STATEMENTS

5. INVESTMENT INCOME

Other investment income

6. DONATIONS AND ENDOWMENTS (consolidated and university)

Unrestricted donations

7. STAFF COSTS

Staff costs
Wages and salaries
Social security costs

Consolidated University
2021/22 2020/21 2021/22 2020/21
£000 £000 £000 £000
72 15 71 15
72 15 71 15
2021/22 2020/21
£000 £000
369 466
369 466
Consolidated University
2021/22 2020/21 2021/22 2020/21
£000 £000 £000 £000
19,555 18,800 19,318 18,628
2,081
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NOTES TO THE FINANCIAL STATEMENTS

9. ANALYSIS OF TOTAL EXPENDITURE BY ACTIVITY

Consolidated University
2021/22 2020/21 2021/22 2020/21
£000 £000 £000 £000
Academic schools 15,471 14,827 15,471 14,827
Academic services 4,893 4,351 4,893 4,351
Research grants & contracts 2,771 2,335 2,348 2,265
Other services rendered 216 495 65 79
Residences, catering and conferences 3,138 2,444 3,075 2,444
Premises 8,023 6,949 8,023 6,949
Administration & central services 9,655 8,832 9,636 8,815
Other expenses 4,556 5,649 4,556 5,649
Total per income and expenditure account 48,723 45,882 48,067 45,379
10. OTHER OPERATING EXPENSES
Consolidated University
2021/22 2020/21 | 2021/22 2020/21
£000 £000
External auditors — audit fees 139 101
External auditors — non-audit fees 3 -
Internal audit 44 22
Grants to QMU Students’ Union 274 261
Other expenses 12,869 11,914
13,329 12,298
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NOTES TO THE FINANCIAL STATEMENTS

16. CREDITORS: AMOUNTS FALLING Consolidated and
DUE AFTER MORE THAN ONE YEAR University
Restated
2022 2021
£000 £000
Secured loans 17,151 23,493
Unsecured loans 2,534 2,702
Deferred capital grants 5,611 6,260
25,296 32,455
Analysis of secured loans:-
Due between one and two years 1,343 1,343
Due between two and five years 15,808 22,150
Due in five years or more - -
Total due after more than one year 17,151 23,493
Due within one year (note 15) 1,343 1,343
Total secured loans 18,494 24,836
Analysis of unsecured loans:-
Due between one and two years 168 168
Due between two and five years 474 493
Due in five years or more 1,892 2,041
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NOTES TO THE FINANCIAL STATEMENTS

17. PROVISIONS FOR LIABILITIES
Consolidated and University

Pensions
£000
Obligation to Pension Defined_ be_nefit
fund deficit on enhancements obligations
USS Pension LGPS
£

Total
pensions
provisions

36
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NOTES TO THE FINANCIAL STATEMENTS

19. REVALUATION RESERVE

At 1 August

Consolidated
and University

2022 2021

£000 £000

66,435 66,580

37
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NO
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NOTES TO THE FINANCIAL STATEMENTS

21. PENSIONS AND SIMILAR OBLIGATIONS (continued)

41
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