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Strategic Report

The directors present the Strategic Report of SRUC
for the year ended 31 March 2016. The aim of the
Strategic Report is to provide stakeholders with
the ability to assess how the directors have
performed their duty to promote the success of
SRUC.










Strategic Report

Aim 4: Provision of an enabling culture that supports staff, students, stakeholders and SRUC in the delivery

of the vision and values.

Objective KPI Progress

a. Being an exemplary, Achieve and maintain New Equality, Diversity, Human Rights
socially  responsible award status in Investors in and Inclusion Committee established
employer nurturing people (IIP); Athena Swan and significant briefing of staff

equality, inclusion and
diversity;

Develop the highest
standards in the
delivery of professional
services to maximise
the delivery of
institutional plans and

Bronze and Concordat in
HR Excellence.

undertaken.

SRUC submitted an Athena Swan
application in April 2016 to obtain a
Bronze status but was not successful.
SRUC will reapply.

Planning is underway to seek
Concordat in HR Excellence and

achieve a sustainable
organisation;

Concordat on Research integrity
awards.
Plan and deliver Development of an SRUC wide
strategically focused Infrastructure strategy has been
infrastructure programme completed. A number of assets

Establishing new to improve quality of staff identified as being surplus have been

income  streams  to and student sold. This strategy will be further

enable the accommodation and updated to reflect any changes to

development of world facilities. overall strategic development.

class facilities; Deliver a 3% financial This KPI has not been met and the
o surplus across the future strategy will require to include

Minimising the institution, including targets that ensure sustainability.

environmental footprint
and support the
obligations under the

growing philanthropic
receipts to £250k p.a. by
2018.

A Development and Alumni Relations
Office has been established and
resources are being made available to
support activities.

Universities and
Colleges Climate
Commitment for
Scotland.

Establish baseline CO2
emissions and set 15%
reduction targets in
support of Scottish
Government targets.

Baseline data has been secured for all
environmental targets with annual
actionplans putin place to reduce our
environmental footprint as part of our
Carbon Management Plan.




Strategic Report

Financial Highlights

Results for the year.

Reconciliation of total comprehensive income to
operating result.

2016 2015
£m £m
Total comprehensive income
(page 19) 4.4 (3.1)
Actuarial (gain)/loss (2.9) 52
Revaluation of investments 04 -
Gains on fixed asset
disposals (0.9) (1.6)
Researchtax credit (1.4) -
Other non-recurringitems 0.1 0.4
Operational result (0.3) 0.9

Although the Statement of Comprehensive Income
reports a total of £4.4m for the year, the underlying
operating position was a deficit of £0.3m as shown in
the table above. This compares with an operating
surplus of £0.9m in the prior year. The target for
2016 was an operating surplus of 2.3% with a view to
this increasing to 3% over the period to 2018 in
accordance with the strategic plan.

The Statement of Comprehensive Income, which
replaces the Income and Expenditure Account under
FRS 102, includes actuarial gains and losses on the
final salary pension schemes and movements on
revaluation of investments which would previously
been reported through the Statement of Recognised
Gains and Losses. While the Statement of
Comprehensive Income shows a loss on the disposal
of fixed assets, the above reconciliation shows a net
surplus on disposal as it reflects the release of the
related capital grants and negative goodwill on these
assets. The Research tax credit became available to
HEls for a short period and will be non-recurring. The
other items relate to provisions no longer required
and severance costs funded by SRUC of £0.6m in the
year.

The Statement of Comprehensive Income shows an
increase in turnover of £2.9m from 2015. However
after taking account of increased grants released in
respect of fixed assets disposals and the gross
Research Tax credit (which will not recur), the true
movement is a net decrease in turnover of £0.4m.

For the year ended 31 March 2016 SAC Commercial
Ltd made a profit of £3.1m and after payment of £3m
of gift aid, had a retained profit of £62k. Equestrian
Facilities Scotland Ltd made a profit of £19k and after
payment of £92k of gift aid, had a retained loss of
£73k.

The results have been prepared in accordance with
the Financial Reporting Standard FRS 102 for the first
time and the prior year figures have been restated
accordingly. Note 32 shows the effect on reserves
for 2014 and 2015 and has a reconciliation of the
income and expenditure for the year ended 31 March
2015. The restated brought forward reserves at 1
April 2015 were reduced by £1.265m as a result of
the implementation of FRS 102.

The Group and Company  Statement of
Comprehensive Income incorporates the surplus for
the year andincludes unrealised gains and losses on
investments and endowments plus actuarial gains
and losses on the final salary pension schemes.

The performance against the financial KPls was as
follows:

As a % of turnover
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Directors’ Report

Equalities Policy (cont’d)

The aim of SRUC’s policy is to ensure that the
talents of all employees are used to the full and
that each individual has the opportunity to fulfil
their potential and achieve their career ambitions.

SRUC believes that excellence will be achieved
through recognising the value of every individual.
We aim to create an environment that respects
the diversity of employees and enables them to
achievetheir full potential, to contribute fully, and
to derive maximum benefit and enjoyment from
their involvement in the business life of SRUC.

Modern Slavery Act 2015

SRUC is committed to maintaining and improving
our systems and processes toavoid any complicity
in human rights violations, both in relation to our
own operations and those of our supply chain.

SRUC has a permanent presence in Scotland and
carries out some activities in other countries,

12




Directors’ Report

Creditors Policy

SRUC follows the Better Payment Practice Code. As
a business our policy is to agree payment terms at
the outset and stick to them; explain our payment
procedures to suppliers; pay bills in accordance
with any contract agreed with the supplier or as
required by law; inform suppliers without delay
when an invoice is contested, and settle disputes
quickly.

As at 31 March 2016 there were 40 days (2015 -
34 days) of creditors outstanding. Interest paid
under the Late Payment of Commercial Debts
(Interest) Act 1998 amounted to nil (2014 nil).

Third Party Indemnity Insurance

SRUC has granted an indemnity to its directors
against liability in respect of proceedings brought
by third parties, subject to the conditions set out
in the Companies Act 2006. Such qualifying third
party indemnity provision remains in force as at
the date of approving the Directors’ Report.

Directors’ Statement on Going Concern

In line with the Financial Reporting Council’s
guidance on going concern, the directors have
undertaken an exercise to review the
appropriateness of the continued use of the going
concern basis.

Whilst the directors recognise and have
considered the challenges facing the organisation
as outlined in the Strategic Report and determine
that a focus on financial sustainability must be at
the forefront of the strategy, the directors are
satisfied that the Group has adequate resources
to remain in operation for the foreseeable future
and have therefore continued to adopt the going
concern basis of accounting in preparing the
annual financial statements.

Auditors

External audit services were put to competitive
tender in 2015 and Ernst & Young LLP were
successful in securing the contract for three years
to 31 January 2019. Internal audit services were
also tendered and KPMG were reappointed for
three years to 31 March 2019.

13

Directors’ Statement as to Disclosure of
Information to External Auditors

The directors who were members of the board at
the time of approving the Directors’ Report are
listed in this report. Having made enquiries of
fellow directors and of the company’s external
auditors, each of these directors confirms that:

to the best of each director’s knowledge and
belief, there is no information relevant to the
preparation of their report of which the
company’s external auditors are unaware; and

each director has taken all the steps a director



Corporate Governance Statement

Introduction

SRUC is committed to upholdingbestpracticeinall
aspects of Corporate Governance.

This summary describes the manner in which the
Board has applied the principles of the UK
Corporate Governance Code issued by the
Financial Reporting Council in 2014 and the main
principles of the Scottish Code of Good HE
Governance. In addition, due regard has been
taken of the Turnbull Committee Guidance on
internal control as amended by the British
Universities Finance Directors Group in its 2006
Guidance, the Guide for Members of Higher
Education Governing Bodies inthe UK, as issued by
the Committee of University Chairmen in 2009 and
the Annual Financial statements Direction as
issued by the Scottish Funding Council. Its purpose
is to help the reader of the reports and financial
statements understand how the principles have
been applied.

Statement of UK Corporate Governance
Code 2014 compliance

Inthe opinion of the Board, SRUC complies with all
the provisions of the UK Corporate Governance
Code 2014 in so far as they apply to the higher
education sector, and it has complied throughout
the year ended 31 March 2016.

Statement of Compliance with the
Scottish Code of Good HE Governance

In terms of the Financial Memorandum agreed
with the Scottish Funding Council, all Higher
Education Institutions are required to comply with
the principles of good governance set out in the
Scottish Code of Good HE Governance. In the
opinion of the Board, SRUC complies inall material
respects with the principles set outin the Code.

Board of Directors

The Board comprises non-executive and executive
directors. The roles of Chairman and Vice-
Chairmen of the Board are separated from the role
of the Principal and Chief Executive. The Board is
responsible for the on-going strategic direction of
SRUC, approval of major developments, and the
receipt of regular reports from executive directors
and managers on the day to day operations of its
business and its subsidiary companies.

14

Board Committees

In order to be able to devote sufficient time to
strategic issues, the Board delegates certain tasks
to its standing committees as set out below. All of
these committees are formally constituted with
terms of reference and comprise mainly non-
executive directors, one of whom s the Chair, and
are attended as appropriate by members of the
EMT. The decisions of these committees are
reported to the Board. During the vyear, all
committees have reviewed their terms of
reference.

Academic Board
The






Statement of the Responsibilities of the Board of
SRUC

The Board is responsiblefor ensuring that the affairs
of SRUC are administered and managed
appropriately including an effective system of
internal control, and that audited financial
statements are presented for each financial year.

The Board is responsible for keeping proper
accounting records which disclose with reasonable
accuracy at any time the financial position of SRUC,
andensure that the financial statements are prepared
in accordance with the Companies Act 2006, the
Charities and Trustee Investment (Scotland) Act 2005
and regulation 8 of the Charities Accounts (Scotland)
Regulations 2006, the Statement of Recommended
Practice on Accounting in Higher Education
Institutions, and other relevant accounting standards.
In addition, within the terms and conditions of a
Financial Memorandum agreed between SRUC and
SFC, the Board, through its designated Accountable
Officer (Principal and Chief Executive), is required to
prepare financial statements for each financial year
which give a true and fair view of SRUC's state of
affairs and of the surplus or deficit and cash flows for
that year.

In causing the financial statements to be prepared,
the Board has ensured that:

suitable accounting policies are selected and
applied consistently;

judgements and estimates are made that are

16



Independent Auditors Report to the Trustees and
Members of SRUC

We have audited the financial statements of SRUC
for the year ended 31 March 2016 which comprise
the Group and Company Statement of
Comprehensive Income, the Group and Company
Balance Sheets, the Group and Company
Statement of Changes in Reserves, the Group Cash
Flow Statement, the Statement of Principal
Accounting Policies and the related notes 1 to 34.
The financial reporting framework that has been
applied in their preparation is applicable law and
United Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice),
including FRS 102 ‘The Financial Reporting
Standard applicable in the UK and Republic of
Ireland’.

This report is made solely to the Charitable

17



Independent Auditors Report to the Trustees and
Members of SRUC (continued)

Opinion on other matter prescribed by the
Companies Act 2006

In our opinion the information given in the
Strategic Report and the Directors’ Report for
the financial year for which the financial
statements are prepared is consistent with
the financial statements.

Opinion on other matters prescribed by the terms
of our engagement

In our opinion:

funds from whatever source administered by
the institution for specific purposes have
been applied properly to those purposes and,
if relevant, managed in accordance with
relevant legislation, and any other terms and
conditions attached to them; and

funds provided by Scottish Funding Council
have been applied in accordance with the

18



Group and Company Statement of
Comprehensive Income

Year ended 31 March 2016

19



Statement of Changes in Reserves -
Year ended 31 March 2016

20



Balance Sheet
At 31 March 2016

Group Company
2016 2015 2016 2015
Note £000 £000 £000 £000

Non-

21



Group Cash Flow Statement
For the Year Ended 31 March 2016

Note
Net cash (outflow)/inflow from operating activities 23
Return on investments and servicing of finance 24
Capital expenditureand financial Investment 25
Financing 26
(Decrease)/increasein cashinthe year
Reconciliation of netcash flow to movement in net debt
(Decrease)/increasein cashinthe year 27
(Increase)indebt and leasing finance 27
(Decrease)/increasein net cash
Net cashatl April 27
Net cashas at31 March 27

22

2016 2015
£000 £000
(1,920) 1,777
15 49
(121) 852
(189) (63)
(2,215) 2,615
(2,215) 2,615
(61) (205)
(2,276) 2,410
9,514 7,104
7,238 9,514







Statement of Principal Accounting Policies

Judgements and key sources of
estimation uncertainty (cont’d)

In determining the appropriate discount rate,
management considers the interest rates of
corporate bonds with at least AA rating with
extrapolated maturities corresponding to the
expected duration of the defined benefit
obligation. The mortality rate is based on publicly
available mortality tables.

Goodwill and intangible assets

The group establishes a reliable estimate of the
useful life of goodwill arising on business
combinations by using external valuers. This
estimate is based mainly on the remaining useful
lives of the assets and is reassessed annually to
ensure the value to the business has not been
impaired.

Income Recognition

Income from the sale of goods or services is
credited to the Consolidated Statement of
Comprehensive Income and Expenditure when the
goods or services are supplied to the external
customers or the terms of the contract have been
satisfied. This is typically in line with work done
and hence costs incurred. Where applicable,
surplus is calculated on a prudent basis to reflect
the proportion of work carried out at the year end.
Full provision for losses is made in the year in
which the losses are first foreseen.

Income Recognition (cont’d)

Project Expenditure recognised over amounts
invoiced is reflected within debtors as ‘Amounts
recoverable on contracts’. The excess of Project
Income received over amounts recognised as
revenue is reflected within creditors as ‘Payments
Received in Advance’

Fee income is stated gross of any expenditure
which is not a discount and credited to the
Consolidated Statement of Comprehensive Income
over the period in which students are studying.
Where the amount of the tuition fee is reduced, by
a discount for prompt payment, income receivable
is shown net of the discount. Bursaries and
scholarships are accounted for gross as
expenditure and not deducted from income.

Investment income is credited to the statement of
income and expenditure on a receivable basis.

24

Funds SRUC receives and disburses as payingagent
on behalf of a funding body are excluded from the
income and expenditure of SRUC where SRUC is
exposed to minimal risk or enjoys minimal
economic benefit related to the transaction.

Grant funding

Grant funding including Scottish Funding Council
education






Statement of Principal Accounting Policies -

Investments
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Statement of Principal Accounting Policies

Pensions (cont’d)

The RCPS scheme is a defined benefit scheme
contracted out of the State Earnings Related
Scheme. Contributions to the scheme are made in
accordance with an agreed funding model and
recognised in the income statement.

The Group Pension Plan is a defined contribution
scheme. Obligations for contributions are
recognised as an expense in the income statement
in the periods during which service are rendered
by employees.

The Citrus Scheme and the local government
pension schemes (DGCPF, FCPF and LPF) are
defined benefit plans. Under defined benefit plans,
SRUC’s obligation is to provide the agreed benefits

27






Notes to the Financial Statements

4. Research Grantsand Contracts

European union
Research councils
UK public bodies
Other

5. Advisory and Consultancy Contracts

Consultancies and subscriptions
Analytical services
Farm financial statements scheme

Publications

6. Other Operating Income

Residences, cateringand conferences

29

2016 2015 2016 2015
Group Group Company Company
£000 £000 £000 £000
751 635 755 607
1,308 1,091 1,308 1,091
2,786 2,900 1,069 981
3,664 4,024 497 952
8,509 8,650 3,629 3,631
2016 2015 2016 2015
Group Group Company Company
£000 £000 £000 £000
9,485 9,224 34 143
3,011 2,827 1,380 1,371
888 817 19 817
61 65 - -
13,445 12,933 1,433 2,331
2016 2015 2016 2015
Group Group Company Company
£000 £000 £000 £000
2,328









Notes to the Financial Statements

10. Interest and other finance costs

Loan interest
Financeleaseinterest

Net interest charge — pension schemes

11. Intangible fixed assets

At 1 April 2015

Additions inyear

Amortisation charge for the year
At 31 March2016

12. Negative Goodwill

At 1 April 2015
Release of negative goodwill to income

Transfer from deferred capital grants

At 31 March 2016

32

Group and company

2016 2015
£000 £000
2 7
24 -
613 563
639 570

Group and company

2016
£000

664
188

(132)

720

Group and company

2016 2015
£000 £000
(41,264) (42,919)
3,734 1,655
(196) -
(37,726) (41,264)




Notes to the Financial Statements

13. Tangible fixed assets Group and company

Freehold

land and Leased

buildings buildings Equipment Vehicles Total

£000 £000 £000 £000 £000

Cost or fairvalue:
1 April 2015 110,846 5,037 32,193 1,688 149,764
Additions 903 - 2,134 - 3,037
Disposals (7,041) - (17,530) (58) (24,629)
31 March2016 104,708 5,037 16,797 1,630 128,172
Depreciation:
1 April 2015 23,834 544 27,341 1,376 53,095
Charge for year 2,864 136 1,214 120 4,334
Disposals (1,609) - (17,502) (58) (19,169)
Impairment 2,089 - 17 -

33



Notes to the Financial Statements

16. Stocks Group and company
2016 2015
£000 £000

Farm stocks 2,462 2,612

Goods forresale 39 37
2,501 2,649

17. Debtors

Group Company
2016 2015 2016 2015
£000 £000 £000 £000

Trade receivables 5,719 4,276 2,161 1,548

Prepayments and other debtors 4,304 2,612 3,560 2,296

Amounts recoverable on contracts 3,152 2,450 1,408 1,441

Amounts due from fellow Group Companies - - 3,084 -

13,175 9,338 10,213 5,285

18. Creditors: amounts falling due within one year

34



Notes to the Financial Statements

19. Creditors: amounts falling due after more than one year

Deferred capital grants (note21)
Loans

Obligationsunder financeleases
VAT (Lennartz) creditor

20. Loans

Loans repayable,includedin creditors areanalysed as follows:

35

Group and company

2016 2015
£000 £000
31,039 34,911
10 31
287 214

- 15
31,336 35,171

Group and company
2016









Notes to the Financial Statements

28. Obligationsunder leases and hire purchase contracts (cont’d)

As at 31 March 2016, the annual commitment under non-cancellable operating leases was as follows:

Land and B

38









Notes to the Financial Statements

29. Pensions (Cont’d)
iv) The local government pension schemes

The valuation used for FRS 102 disclosures has been based on the most recent triennial actuarial valuation
which took place on 31 March 2014 and updated by Hymans Robertson in order to assess the assets and
liabilities of the scheme at 31 March 2016. SRUC has been advised by the trustees as to the financial effects of
this which need to be duly considered. Scheme assets are stated at their market values at the respective
balance sheet dates.

The following disclosures are required under FRS 102 for the local government pension schemes. Retirement
benefits are recognised when they are earned and not when they are due to be paid.

Fife Council Pension Fund (“FCPF”)

The FCPF is a funded defined benefit pension scheme where contributions are held in a trust separately from
SRUC and was closed to new members on 1 October 2012. A formal valuation of the scheme was carried out as
at 31 March 2014. The contributions are set at 5.5% to 7% for employees and 20.2% for the employer.

Dumfries and Galloway Council Pension Fund (DGCPF)
The DGCPF

41






Notes to the Financial Statements

29. Pensions (Cont’d)
iv) The local governmentpension schemes (cont’d)

2016
£000

Analysis of movementin the deficit
Deficitat 1 April 2015 (7,380)

43

2015
£000



Notes to the Financial Statements

29. Pensions (Cont’d)

v)  Scottish Teachers Superannuation Scheme (STSS) (cont’d)

The last actuarial valuation of the scheme for which information is available was at 31°" March 2012. The
results of this valuation were rolled forward to give a liability at 31 March 2015. The assumptions that have
had the most significant effect on this valuation and other relevant information are as follows below.

Rate of increase in salaries 4.20%
Inflation assumption 2.20%
Discount rate 3.55%

The actuarial value of the STSS scheme at 31 March 2015 showed a deficiency of £29.4 billion.
The pensions charge recorded by SRUC during the accounting period was equal to the contributions payable.

As the scheme is unfunded there can be no surplus or shortfall. Pension contribution rates will be set by the
schemes actuary at a level to meet the cost of pensions as they accrue.

30. Investmentsin subsidiaries
The group and company holds 100% of the nominal value of ordinary share capital (or exercises control over)
the following entities:

Name of company Nature of business

SAC Commercial Limited Commercial consultancy, research and trading
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