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PRINCIPAL’S REPORT  

for the year ended 31 July 202 1 
 
Despite the challenges of COVID, 2020/21 has been a very productive year for QMU. It began with us successfully 
welcoming students back on campus in the autumn, determined to live up to our reputation for providing a friendly and 
supportive learning community. Thanks to the efforts of our staff, we returned to something much more like normality 
compared to the latter part of the previous academic year, with a mix of on-campus and online activity. Although we did 
experience small numbers of COVID cases, numbers were much lower than at some other institutions, due partly to the set 
up of our halls of residence, but also to a large extent due to the socially responsible attitude and behaviour of our students. 
 
In January, the state of the pandemic made a return to campus for semester 2 extremely challenging, with the impact of 
new COVID variants on society and consequent tightening of COVID restrictions at short notice. Through the tireless efforts 
of our staff, we negotiated this tricky period as smoothly as possible. We settled into an adapted model of learning and 
teaching which was largely online, but with face to face teaching where appropriate, and also ensuring appropriate student 
support, both online and face to face.  
 
While there can be no doubt that this last year was extremely challenging for students and staff, we ended on a very positive 
note, offering on-campus graduation celebrations, at a point when many other universities felt unable to do so.  
 
Pleasingly, COVID did not have any adverse impact on student numbers for the last year. Our home, rest of UK and 
international numbers were all above target, as was our tuition fee income, which included income from our educational 
partnerships. This reflects carefully concerted work to attract and engage prospective students, including innovative use of 
online channels, a greater than anticipated willingness of international students to travel, and high numbers of applicants 
achieving success in their SQA assessments. In addition, significant work was undertaken to ensure the retention and 
progression of existing students.   
 
Despite 
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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 assessment of the University’s financial sustainability. This 
process involves reviewing a common set of financial indicators, which have been applied to the University’s 
historical results and to the financial forecasts measured over a rolling five-year period, so as to reduce the impact 
of any one-off exceptional items arising in any year. The two key indicators which the University Court has agreed 
to focus upon to inform its considerations around financial sustainability are:- 
1. Earnings before interest, taxation, depreciation and amortisation (EBITDA); and 
2. Net cash flow from operating activities less interest payable as a percentage of turnover. 
 
The second indicator has been adapted from the basket of financial indicators recommended by the FSSG as it is 
a more appropriate measure for the University, given its relatively high level of borrowings as a proportion of its 
turnover. The targets are also set at a level which will allow compliance with banking covenants. The results of the 
annual review undertaken in November 2021, based on a rolling five-year period, were as follows:- 
 

Indicator  Target  Average  
EBITDA 12% 12.5% 

Net cash flow from operating activities less interest payable as a percentage of turnover 6% 10.9% 
The EBITDA average percentage has moved above the five-year average target, reflecting the positive result for 
2020/21. The figure for the year to 31 July 2021 was 14.9%. The “Net cash flow from operating activities less interest 
payable as a percentage of turnover” indicator  remains well above target, reflecting the University’s relatively strong 
cash position, having increased from 
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DIRECTORS’ REPORT 

 
Section 172(1) Statement -  Companies Act 2006 
This statement sets out how the Directors of 
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CORPORATE GOVERNANCE STATEMENT (continued)  

 
To assist members in the performance of their duties, members of the University Court were offered, and 
attended a number of training and development opportunities during 2020-21. In line with necessary 
restrictions in place during the Coronavirus Emergency, members attended training and development 
sessions on-line. Members also received presentations on strategic themes relevant to the work of the 
University at each Court meeting. Training and development opportunities offered to Court members in 
2020/21 included: 
- Advance HE Governor Development Programme for New and Student Governors, 15 October 2020 
- Advance HE Scottish Governance Symposium: On-line event, May 2021 

 
New members also received a formal induction session supported by the Court Members’ Handbook, 
published originally in October 2016 and updated annually. The current version may be found at: 
https://www.qmu.ac.uk/media/7813/court-members-handbook.pdf 

In accordance with the Financial Memorandum with the Scottish Funding Council (SFC), the University Court 
is responsible for setting the strategic direction of the University, the approval of overall institutional budgets 
and major developments and the receipt of regular reports from executive officers on the day to day operation 
of its business and its subsidiary companies.  
 
The University Court has five Ordinary meetings per annum, and has provided delegated authority to a 
number of Committees, as set out below.  In addition, the University Court held two Extraordinary meetings 
during the period under review. An extraordinary meeting held in September 2020 provided members with an 
update on progress made in ensuring the safe return of students and staff to campus under the prevailing 
Coronavirus restrictions, and in securing the University’s business recovery. An extraordinary meeting held in 
April 2021 provided members of the University Court with the opportunity to discuss and approve the 
submission of the full business case (FBC) for the development of the Edinburgh Innovation Park Hub, 
seeking funding from the Edinburgh & South East Scotland City Region Deal (“the City Deal”). 
 
In response to the Coronavirus Emergency, each of the meetings of the University Court held during the year 
to 31 July 2021 were held virtually. The Office of the Scottish Charity Regulator recognised that holding 
meetings virtually is a good option, and stated that charities might hold their meetings in this way, even where 
the governing document is silent on the matter. The University Court Standing Orders are silent on the matter. 
In line with good governance, the discussion and decisions of the University Court have been recorded in the 
form of confirmed minutes approved by members.  
 
At each of the meetings, members considered key matters relating to the University’s response to the 
Coronavirus Emergency, including matters concerned with the maintenance of academic delivery, protection 
of academic standards, and wellbeing and other support for students and staff. 
 
Each of the standing Committees of the University Court is formally constituted with published terms of 
reference, and with membership comprised mainly of lay members of the University Court, one of whom is 
the Convener. Lay members are represented on the Equality and Diversity Committee and the Health and 
Safety Committee, both of which report to the University Court.  All meetings held in the period September 
2020 to May 2021 were held virtually due to restrictions arising from the Coronavirus Emergency.  
 
The Audit & Risk Committee meets at least three times annually to discuss audit, risk and control matters, 
with the University’s external and internal auditors in attendance as appropriate. The Committee considers 
detailed internal audit reports and recommendations for the improvement of the University’s systems of 
internal control, together with management responses and implementation plans. It also receives and 
considers reports from the Scottish Funding Council where such reports impact on the University’s business, 
and monitors adherence to the regulatory requirements. It reviews the University’s annual financial 
statements. Members of the Senior Leadership Team attend the Audit & Risk Committee as necessary, but 
are not in membership. The Committee meets at least once a year with the external auditors for independent 
discussion in the absence of executive officers. The identification, assessment and management of risk is a 
standing item at each meeting of the Committee, and these matters are reported thereafter to the University 
Court. 
 
The Finance & Estates Committee reviews and recommends to the University Court the University’s financial 
strategy, as well as the annual revenue and capital budgets. It monitors performance in relation to approved 
budgets and borrowings through the use of key performance indicators, and through a review of quarterly and  
annual financial reports. The Committee also considers matters relating to the development and maintenance 
of the University’s estate. 
 
The Audit and Risk Committee and the Finance and Estates Committee held a joint meeting in January 2021 
at which the 2019/20 year end financial statements were presented for discussion and agreement. 
  

https://www.qmu.ac.uk/media/7813/court-members-handbook.pdf
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF THE COURT OF QUEEN MARGARET 

UNIVERSITY, EDINBURGH 
Opinion  
We have audited the financial statements of Queen Margaret University, Edinburgh (‘the parent institution’) 
and its subsidiary (the ‘group’) for the year ended 31 July 2021 which comprise the Statements of 
Comprehensive Income and Expenditure, Statements of Changes in Reserves, Balance Sheets, 
Consolidated Statement of Cashflows and the related notes 1 to 24, including a summary of significant 
accounting policies. The financial reporting framework that has been applied in their preparation is applicable 
law and United Kingdom Accounting Standards including FRS 102 “The Financial Reporting Standard 
applicable in the UK and Republic of Ireland” (United Kingdom Generally Accepted Accounting Practice). 
 
In our opinion, the financial statements:   
• give a true and fair view of the group’s and of the parent institution’s state of affairs as at 31 July 2021 

and of the group and parent institution’s income and expenditure, recognised gains and losses and 
changes in reserves and of the group’s statement of cash flows for the year then ended; 

• have been properly prepared in accordance with United Kingdom Generally Accepted Accounting 
Practice; 

• have been properly prepared in accordance with the Statement of Recommended Practice: Accounting 
for Further and Higher Education, and relevant legislation
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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: 
• the information given in the Strategic Report and Financial Statements, which includes the directors’ 

report and the strategic report 
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STATEMENTS OF COMPREHENSIVE INCOME AND EXPENDITURE  

For the Year Ended 31  July 202 1 
 

  Consolidated  University  
 
 

 2020/21 
£000 

2019/20 
£000 

2020/21 
£000 

2019/20 
£000 

INCOME      
   Tuition fees and education contracts 
   Scottish Funding Council grants 

1 
2 

15,058 
20,707 

13,918 
17,171 

15,058 
20,707 

13,918 
17,171 

   Research grants and contracts 3 2,986 2,421 2,809 2,404 
   Other income 
   Investment income 

4 
5 

4,799 
15 

6,532 
56 

4,473 
15 

6,308 
55 

   Donations and endowments  6 466 339 466 339 
  ______ ______ ______ ______ 
   Total income  44,031 40,437 43,528 40,195 
  ______ ______ ______ ______ 
EXPENDITURE      
   Staff costs 7 26,968 23,153 26,793 23,089 
   Other operating expenses 10 12,298 10,901 11,970 10,723 
   Depreciation  11 5,071 5,314 5,071 5,314 
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BALANCE SHEETS AS AT 31 JULY 20 21 

 
           
     
     

  
Consolidated  

 
University  
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CONSOLIDATED STATEMENT OF CASH FLOW S 

 
For the Year Ended 31 July 20 21 

 
 

 Note  
2020/21 

 
2019/20 

  £000 £000 
    

Cash flow s from operating activities  
(Deficit) / surplus for the year 
 
Adjustments for non -cash items  
Depreciation 
Deferred capital grants released 
Pension costs less contributions payable 
(Increase) /decrease in operating debtors 
Increase / (decrease) in operating creditors 
Increase / (decrease) in pension provision 
 
Adjustments for investing or financing activities  
Investment income and interest receivable 
Interest payable 
(Gain)/loss on the sale of tangible assets 
 
 

 
 
 
 

11 
 
 
 
 
 
 
 
 
 
 
 
 

 
(1,851) 

 
 

5,071 
(649) 

2,825 
767 

2,496 
(242) 

 
 

(15) 
1,090 

- 
______ 

 

 
(475) 

 
 

5,314 
(649) 

1,220 
(812) 
(940) 
(502) 

 
 

(56) 
1,187 

(4) 
______ 

 
Net cash inflow / (outflow) from operating activities   9,492 

______ 
4,283 

______ 
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STATEMENT OF PRINCIPAL ACCOUNTING POLICIES  
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STATEMENT OF PRINCIPAL ACCOUNTING POLICIES (continued)  

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

 
(H) Fixed assets (continued)  
 
 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 
beTe(i)3.7 (b)13enrngs tse(ea)13.v7 (ng)13(be)13.7( i.ung)13(byse)1312 (t)3.3 ((ss)13.7 (et47 (nt)3.3 s(se)1312 ( a-14 (ts( )]TJ
0a)13.7Oe.7at)17.4 si)17.7( a-14 (toi)17.8  pe )-13.9si)17.7f  
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STATEMENT OF PRINCIPAL ACCOUNTING POLICIES (continued)  

 
(N)    Judgements and key sources of estimation uncertainty  

The preparation of the financial statements requires management to make judgements, estimates and 
assumptions that affect the amounts reported for assets and liabilities as at the balance sheet date and the 
amounts reported for revenues and expenses during the year. It is the view of the directors that there are no 
significant or material accounting judgements. The following are the key sources of estimation uncertainty: 
 
Pension and other post-employment benefits 
The cost of defined benefit pension plans and other post-employment benefits are determined using actuarial 
valuations. The actuarial valuation involves making assumptions about discount rates, future salary increases, 
mortality rates and future pension increases. Due to the complexity of the valuation, the underlying 
assumptions and the long term nature of these plans, such estimates are subject to significant uncertainty. In 
determining the appropriate discount rate, management considers the interest rates of corporate bonds in the 
respective currency with at least AA rating, with extrapolated maturities corresponding to the expected duration 
of the defined benefit obligation. The underlying bonds are further reviewed for quality, and those having 
excessive credit spreads are removed from the population bonds on which the discount rate is based, on the 
basis that they do not represent high quality bonds. The mortality rate is based on publicly available mortality 
tables for the specific country. Future salary increases and pension increases are based on expected future 
inflation rates for the respective country. Further details are given in note 20 to the financial statements. 
 
In relation specifically to the Universities Superannuation Scheme, FRS 102 makes the distinction between a 
group plan and a multi-employer scheme. A group plan consists of a collection of entities under common 
control typically with a sponsoring employer. A multi-employer scheme is a s(nci)17.7gj
0.007 T4 (er)17.7 (oy)14.1 h..ti 
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NOTES TO THE FINANCIAL STATEMENTS  

   2020/21 2019/20 
 
1. TUITION FEES AND EDUCATION CONTRACTS  

(consolidated and university) 
 
Scottish higher education students  
Rest of UK students 
European Union (excluding UK) students 
Non-European Union students 
Other fees and discounts 
Education contracts 
 
 
 

  £000 
 
 
 

6,504 
1,560 
2,564 
2,473 
(355) 

2,312 
______ 

 
15,058 

______ 

£000 
 
 
 

5,708 
1,016 
2,881 
2,326 
(363) 

2,350 
______ 

 
13,918 

______ 
2. 
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NOTES TO THE FINANCIAL STATEMENTS  
 
7. STAFF COSTS (continued)  
 
Key management personnel  
Key management personnel are those persons having authority and responsibility for planning, directing and 
controlling the activities of the University: this comprises the Senior Leadership Team. The total compensation for 
the year ended 31 July 2021 (including any employers’ pension contributions) was £922,575 (year ended 31 July 
2020, £916,919). 
 
University Court members  
The University Court members are the trustees for charitable law purposes and are also the directors of the 
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NOTES TO THE FINANCIAL STATEMENTS  

 
9.  ANALYSIS OF TOTAL  EXPENDITURE BY ACTIVITY 

     

 Consolidated University 
  

2020/21 
 

2019/20 
 

2020/21 
 

2019/20 
 £000 

 
£000 £000 £000 

Academic schools 14,827 13,528 14,827 13,887 
Academic services 4,351 4,271 4,351 4,271 
Research grants & contracts 
Other services rendered 

2,335 
495 

1,683 
680 

2,265 
79 

1,665 
507 

Residences, catering and conferences 2,444 2,209 2,444 2,172 
Premises  6,949 7,514 6,949 7,514 
Administration & central services 8,832 9,657 8,815 9,284 
Other expenses  5,649 1,374 5,649 1,374 
 ______ ______ ______ ______ 
 
Total per income and expenditure account 

 
45,882 

 
40,916 

 
45,379 

 
40,674 

 ______ ______ ______ ______ 
     

 
 

 
10. OTHER OPERATING EXPENSES 

 Consolidated University 
 2020/21 2019/20 2020/21 2019/20 
 
 
External auditors – audit fees 
External auditors – non-audit fees 
Internal audit 
Grants to QMU Students’ Union 
Other expenses 

£000 
 

101 
- 

22 
261 

11,914 
______ 
12,298     
______ 

 

£000 
 

112 
2 

31 
252 

10,504 
______ 
10,901 

______ 

£000 
 

87 
- 

22 
261 

11,600 
______ 
11,970 

______ 
 

£000 
 

100 
- 

31 
252 

10,340 
______ 
10,723 

______ 
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NOTES TO THE FINANCIAL STATEMENTS  

 
12. INVESTMENTS 
Subsidiary Undertaking  
 

Name of undertaking  Country of 
incorporation 
and 
registration  

Description of 
shares held  

Proportion of 
nominal value 
of shares held  

Cost at 1 
August 20 20 &  
31 July 20 21 

   % £ 
QMU Enterprises Ltd  
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NOTES TO THE FINANCIAL STATEMENTS  

 
  
15. CREDITORS: AMOUNTS FALLING  
     DUE AFTER MORE THAN ONE YEAR  

Consolidated and 
University  

 2021 2020 
 

 £000 £000 
Secured loans (see note 14) 
Unsecured loans 

23,493 
2,702 

27,595 
98 

Deferred capital grants  6,909 7,558 
 ______ ______ 
 33,104 35,251 
 ______ ______ 
Analysis of secured loans:-   
  Due between one and two years 1,343 1,492 
  Due between two and five years 22,
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NOTES TO THE FINANCIAL STATEMENTS  

 
16. PROVISIONS FOR LIABILITIES  
Consolidated and University  
 
Pensions  

£’000   
    Obligation to 
fund  deficit on 

USS Pension  

Pension 
enhancements  

 
Defined benefit 

obligations  
LGPS 

 

 
Total  

pensions  
provisions  

 
                 £’000 £’000 £’000 £’000 
     
At 1 August 2020 743 2,846 30,984 34,573 
     
Utilised in year  (34) (208) - (242) 
     
Transfer (to)/from income & 
expenditure account  

10 
 

(34) 
 

(9,894) 
 

(9,918) 
 

 _______ ______ _______ ______ 
At 31 July 2021 719 2,604 21,090 24,413 
 _______ ______ _______ ______ 

 
The University has a liability to fund the past deficit on the Universities Superannuation Scheme (USS). This 
obligation arises from the contractual obligation with the pension scheme for total payments relating to benefits 
arising from past performance. The University has assessed future staff levels within the USS scheme and 
salary inflation over the period of the contractual obligation in assessing the value of this provision. Further 
information is provided in note 20(C). 
 
The University also 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 2021, on the basis of valuation prescribed by FRS 102, and using 
the same set of assumptions as are set out in note 20 in relation to the valuation of the Local Government 
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NOTES TO THE FINANCIAL STATEMENTS  

 
18. REVALUATION RESERVE           

        Consolidated 
and  University  

  2021 2020 
  £000 £000  
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NOTES TO THE FINANCIAL STATEMENTS  

 
20. PENSIONS AND SIMILAR OBLIGATIONS  
 
The University’s employees belong to three principal pension schemes, the Scottish Teachers Pension 
Scheme (STPS), the Local Government Pension Scheme (LGPS) and the Universities Superannuation 
Scheme (USS).  The total pension cost for the year was £6,249,000 (2019/20: £4,058,000).  

 
Consolidated  and University  
 

 Year ended 
31 July 202 1 

Year ended 
31 July 20 20 

The total pension charge is analysed as follows:- £000 £000 
Lothian Pension Fund (LGPS) 3,860 2,243 
Scottish Teachers’ Pension Scheme 2,059 1,823 
Universities Superannuation Scheme                330 (8) 
 ______ ______ 
 6,249 4,058 
 ______ ______ 
   

Estimated employers’ pension contributions for the year to 31 July 2022 are £4,336,000. Actual employers’ 
pension contributions in the year to 31 July 2021 were £3,811,000. 

A) Local Government Pension Scheme (LGPS)  

The Lothian Pension Fund is a funded multi-employer defined benefit scheme, with the assets held in a 
separate trustee-administered fund to meet long-term pension liabilities to past and present employees. The 
trustees of the fund are required to act in the best interests of the fund’s beneficiaries. The appointment of 
trustees to the fund is determined by the scheme’s trust documentation. The trustees are responsible for 
setting the investment strategy for the scheme after consultation with professional advisors.  
 
The following information is based upon a full actuarial valuation of the fund at 31 March 2020 updated to 31 
July 2021 by a qualified independent actuary, Hymans Robertson LLP. 
 

Assumptions at 31 July 2021  31 July 2020  31 July 2019  
 
Pension increase rate 

 
2.85% 

 
2.20% 

 
2.40% 

Salary increase rate 3.35% 3.90% 4.10% 
Discount rate 1.60% 1.40% 2.10% 

 
The fund is valued every three years by professionally qualified independent actuaries using the projected 
unit credit method, the rates of contribution payable being determined by the trustees on the advice of the 
actuaries. In the intervening years, the scheme actuary reviews the progress of the scheme. The actuary has 
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NOTES TO THE FINANCIAL STATEMENTS  

 
20. PENSIONS AND SIMILAR OBLIGATIONS (continued)  
 
A) Local Government Pension Scheme (LGPS) (continued)  
 
Analysis of the amount shown in the balance sheet  
 

 
 
 

Value at 
31 July 

2021 

Value at 
31 July 

2020 

Value at 
31 July 

2019 

Value at 
31 July 

2018 

Value at 
31 July 

2017 
 £000 

 
£000 £000 £000 £000 

Estimated employer assets (A)  69,844 60,469 63,223 57,343 57,322 
 _______ _______ _______ _______ _______ 
      
Present value of scheme liabilities  
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