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Principal’s Report

The past year since | joined SRUC, has been
marked by considerable change. Responding
positively to the challenge of change at SRUC has
been fast-paced, exciting and most of all
enjoyable. This process culminated in April with
the publication of our strategy discussion
document a new strategy and subsequent
consultation with all staff and stakeholders. In
response to that document | have been impressed
by the dedication of SRUC colleagues and their
willingness to become actively involved in the
change process. Such feedback is vital as without
positive engagement our future direction,
positioning and structure will not have the firm
foundations required to succeed.

As we advance our ambitious and bold change
programme it is important that we do so on the
basis of being financially sustainable. SRUC’s
finances for the year ended 31 March 2017 have
shown improvement and the underlying operating
position has resulted in an £0.9m surplus
compared with a £0.3m deficit for the prior year.
While this is encouraging, it is a key tenet of our
change programme that we achieve a consistently
higher level of surplus in the future to ensure
financial sustainability and be in a position to
invest in our future growth.

The SRUC leadership team will also be a crucial
factor in our success. Our Chairman Pat Machray
who decided to step down on 31 July, has made a
tremendous contribution to SRUC over the past 10
years on the Board and I'm grateful for the support
he has given me since | joined SRUC. Following an
external recruitment exercise, Sandy Cumming,
previously chair of F&GP, who has been a director
since 2011, has taken over as Chairman and will
help lead our transformational strategy. | very
much look forward to working with Sandy over the
coming years.
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Strategic Report

The directors present the Strategic Report of SRUC
for the year ended 31 March 2017. 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.

The format of the financial statements is in
accordance with the Statement of Recommended
Practice (SORP): Accounting for Further and Higher
Education 2015 and in accordance with Financial
Reporting Standards (FRS 102). SRUC is a public
benefit entity and therefore has applied the
relevant public benefit requirement of FRS 102.

Principal Operations

SRUC, is unique, founded on world class and
sector-leading research, that demonstrates the
greatest research power (volume x quality) of any
specialist institution offering land-based subjects
in the UK. SRUC delivers comprehensive skills,
education, business support and consultancy
services for Scotland’s rural industries, and
associated food and drink sector. The integration
of these three complementary ‘knowledge
exchange’ services is of significant value to all with
an interest in land-based activities — be they
students, businesses, communities or policy-
makers.

The activities of SRUC are currently delivered
through three operational divisions: Research,
Education and Consulting and these divisions are
supported by a Finance and Professional Services
Division.

During the year to 31 March 2017 the main
education and research activities operated from
six campuses in Aberdeen, Ayr, Broxburn, Cupar,
Dumfries and Edinburgh. Consultancy services are







Strategic Report

Investments and Endowments

The value of SRUC’s endowment asset investments
has increased by £1.4m to £4.9m at 31 March 2017
as a result of a new endowment and an increase in
the value of the underlying investments.

The value of SRUC’s listed investment increased by
£33k to £187k at 31 March 2017.

Cash & Treasury Management

The cash balance held by SRUC at 31 March 2017 was
£13m, an increase of £5.3m, which can be attributed
in the main to the movement in working capital.

Pension Liability

The total pension liability at 31 March 2017 was
£28.5m. This was an increase of £12.3m from 2016
and relates to the four final salary pension schemes
operated by SRUC.
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Directors’ Report

Registered No: SC103046

The directors present their report for the year ended 31 March 2017

Non-Executive Directors are appointed for a term of up to three years. They are eligible for reappointment for
one further term. The Board reviews appointments on an annual basis and appointments do not necessarily
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Directors’ Report

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
achieve their full potential, to contribute fully, and
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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 2017 there were 42 days (2016 —
40 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.
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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



Corporate Governance Statement

Introduction

SRUC is committed to upholding best practice in all
aspects of Corporate Governance.

This summary describes the manner in which the
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Corporate Governance Statement

Finance and General Purposes
Committee

The Finance and General Purposes Committee
monitors the financial affairs of the Group and
advises the Board on financial policy and planning.
It also provides strategic direction in terms of the
Infrastructure Strategy. The Finance and General
Purposes Committee is chaired by a Vice Chairman
of the Board and meets a minimum of three times
annually. The Finance and General Purposes
Committee discharges the Trustee responsibilities
with regard to the investment and disbursement
of trust funds and reviews these on an annual
basis.

SRUC Council Consultative Committees

The SRUC Council Consultative Committees
provide consultation and input to the external
scan of SRUC's strategic business plan and as a
source of consultation for the Group Board in
respect of SRUC’s client community and related
bodies and organisations.

The Council is composed of two Consultative
Committees - Agriculture and the Environment,
and Rural Development. Each of the Consultative
Committees, which are chaired by non-executive
directors, bring  together = Group Board
representatives, members of staff and external
individuals and representatives with each meeting
up to two times per year.

Statement of Internal Control

The SRUC Board is ultimately responsible for
SRUC’s system of internal control and the Principal
and Chief Executive is responsible for reviewing its
effectiveness. Such a system is designed to
manage rather than eliminate the risk of failure to
achieve business objectives and can only provide
reasonable and not absolute assurance against
material misstatement or loss.

The EMT receives reports setting out key
performance and risk indicators and considers
possible control issues brought to their attention
by early warning mechanisms.

The strategic planning process acts as a key
control. The EMT meets annually with senior
managers to consider progress over the last
financial year and key drivers for the planning
process for the forthcoming planning cycle. This
informs the discussion
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Statement of the Responsibilities of the Board of
SRUC

The Board is responsible for 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
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Independent Auditor’s Report to the Trustees and
Members of SRUC

We have audited the financial statements of SRUC
for the year ended 31 March 2017 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

16



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

Opinion on other matter prescribed by the
Companies Act 2006

In our opinion based on the work undertaken in
the course of the audit:
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;
the Strategic Report and the Directors’
Report has been prepared in accordance with
applicable legal requirements.

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
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Statement of Changes in Reserves -
Year ended 31 March 2017
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Group Cash Flow Statement
For the Year Ended 31 March 2017

Net cash inflow/(outflow) from operating activities
Return on investments and servicing of finance
Capital expenditure and financial Investment

Financing

21

Note

24
25
26
27

2017
£000

6,241
(554)
(232)
(105)

2016
£000

(1,920)
15
(121)



Statement of Principal Accounting Policies -

Statement of compliance
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Statement of Principal Accounting Policies

Land and Buildings (cont’d)

Borrowing costs which are directly attributable to
the construction of land and buildings are
capitalised as part of the cost of those assets.

A review
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Statement of Principal Accounting Policies

Taxation (cont’d)

SRUC’s subsidiary companies are subject to
Corporation Tax and VAT in the same way as any
commercial organisation. Surpluses where they
arise are passed by way of gift aid to SRUC.
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Statement of Principal Accounting Policies

Pensions (cont’d)

Where the calculation results in a net asset,
recognition of the asset is limited to the extent to
which SRUC is able to recover the surplus either
through reduced contributions in the future or
through refunds from the plan.

Leases

Costs in respect of operating leases are charged on
a straight line basis to the income statement over
the lease term. Any lease premium or incentives
are spread over the minimum lease term.

Leasing agreements which transfer to SRUC
substantially all the benefits and risks of
ownership of an asset are classified as finance
leases. Leased assets acquired by way of finance
lease and the corresponding lease liabilities are
initially recognised at an amount equal to the
lower of their fair value and the present value of
the minimum lease payments at inception of the
lease.

Minimum lease payments are apportioned
between the finance charge and the reduction of
the outstanding liability. The finance charge is
allocated to each period during the lease term so
as to produce a constant periodic rate of interest
on the remaining balance of the liability of the
lease term. Any lease premium or incentives are
spread over the minimum lease term.

Reserves

Reserves are classified as restricted or
unrestricted. Restricted endowment reserves
include balances which, through endowment to
SRUC, are held as a permanently restricted fund
which SRUC must hold in perpetuity. Other
restricted reserves include balances where the
donor has designated a specific purpose and
therefore SRUC is restricted in the use of these
funds.
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Notes to the Financial Statements -

8. Donations and Endowments

Group and company

2017 2016
£000 £000
New endowments 730
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Notes to the Financial Statements

9. Staff Costs (cont’d)
The allocation across categories has been restated for last year to be comparable.

The number of staff, including Executive Directors and Principal and Chief Executive, who received remuneration in
the following ranges excluding employers’ pension contributions was:

Group 2017 Group 2016
Number Number Number Number
Directors Other Staff Directors Other Staff
£100,001 to £110,000 R - R 1
£120,001 to £130,001 . 1 R R
£130,001 to £140,000 . 1 1 R
£150,001 to £160,000 2 - R R

£160,001 to £170,000

30



Notes to the Financial Statements

10. Directors’ Remuneration (continued)

The emoluments of the Principal and Chief Executive from 1 July 2016

Remuneration

Pension

The emoluments of the Acting Principal and Chief Executive to 30 June 2016

Remuneration
Pension

31

2017
£000
152

25
177

48

57

2016
£000

190
34
224



Notes to the Financial Statements

11. Analysis of total operating expenditure by activity (continued)

Other operating expenditure includes:

Group and company

2017 2016
£000 £000
Operating lease rentals 856 948

Fees charged by external auditors:
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Notes to the Financial Statements

27. Financing

Repayment of bank loans
Capital element of finance leases repaid

Net cash (outflow) from financing activities

28. Analysis of Changes in Net Funds

39

At
1 April
2016

2017
£000

(10)
(95)

(105)

2016
£000

(51)

(138)

(189)



Notes to the Financial Statements -

30. Obligations Under Leases and Hire Purchase C
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Notes to the Financial Statements

31. Pensions (Cont’d)

i) The SRUC Group Pension Plan

The Group Pension Plan is a defined contribution scheme. The assets are held separately from those of the
Company in an independently administered fund through Standard Life. The contributions are set at 5% for
employees and 10% for SRUC. The scheme was closed to new employees of SRUC from 1 January 2001 to 31
December 2004 and reopened to new employees from 1 January 2005.

i) The Citrus Pension Plan

The Citrus scheme is a defined benefit scheme and was offered to new entrants from 1 June 2001 until the
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Notes to the Financial Statements

31. Pensions (cont’d)
iii) The Citrus Pension Plan (cont’d)

The assets and liabilities of the scheme at 31 March 2017 are:
Fair value

Assets

42



Notes to the Financial Statements

31. Pensions (cont’d)

i) The Citrus Pension Plan (cont’d)

Analysis of amount recognised in Other Comprehensive Income (OCI)

2017 2016

£000 £000
Actual return on assets excluding amounts included in net interest 2,778 (1,482)
Actuarial (losses)/gains on plan obligations (11,373) 2,035
Re-measurement (loss)/gain recognised in OCI (8,595) 553
Analysis of movement in the deficit
Deficit at 1 April 2016 (10,672) (10,665)
Contributions paid by the College 1,510 1,257
Current service cost (1,524) (1,480)
Other finance charge (361) (337)
(Loss)/gain recognised in comprehensive income (8,595) 553
Deficit at 31 March 2017 (19,642) (10,672)
Change in benefit obligation
Opening defined benefit obligation 34,162 33,984
Current service cost 1,465 1,407
Administration cost 59 73
Interest cost 1,227 1,133
Scheme participants’ contributions 16 22
Actuarial losses/(gains) 11,373
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Notes to the Financial Statements -




Notes to the Financial Statements -

31. Pensions (cont’d)

iv) The Local G
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Notes to the Financial Statements

31. Pensions (cont’d)
iv) The Local Government Pension Schemes (cont’d)

2017 2016
£000 £000
Analysis of the amount charged to operating surplus
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General information

Chairman Mr James Cumming
Chief Executive and Principal Professor Wayne Powell
Company Secretary Morton Fraser Secretaries Limited
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