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A meeting of the Council was held on Monday 10 December 2001 at 2.15pm in Committee Room A, Northcote
House.

PRESENT: Pro-Chancellor, Dr G G Pope (Chair)
Pro-Chancellor, Professor R J Hawker
Treasurer, Mr G A Sturtridge
Vice-Chancellor, Sir Geoffrey Holland
Senior Deputy Vice-Chancellor, Professor S R M Wilks
Deputy Vice-Chancellor, Professor S E G Lea
Deputy Vice-Chancellor, Professor M C Cook

The Rt Revd the Lord Bishop of Exeter
Professor J M Black
Mr S R Bosworth
Mr N F Brooks
Professor D W Bruce
Councillor Mrs C Channon
Mrs P M Cross
Mr M Elliott
Professor K E Evans
Professor W J Forsythe
Professor R Gagnier

Mrs M A Grapes
Mr I J S Henderson
Mrs T Holland
Mr J F Laurence
Councillor V S R Long
Mr C Minto
Mr L Pollard
Mr K R Seal
Mr K B Smale-Adams
Mr H W J Stubbs
Mr M Thain

Registrar and Secretary, Mr I H C Powell
Director of Finance, Mr K R Blanshard
Director of Domestic Services, Mr D J Phillips
Senior Assistant Registrar, Miss S E Odell

APOLOGIES: Councillor B Morris, Professor A Narayanan, Professor R W Witkin.

IN ATTENDANCE: Professor J C Inkson (present for discussion recorded in minute 01.61), Mr S Fielding
(present for discussion recorded in minute 01.62).

The Chair welcomed new members.

01.57 Unreserved Minutes

The unreserved minutes of the meeting held on 18 July 2001 were CONFIRMED.

01.58 Chair's Report: HEFCE and Committee of University Chairmen

The Chair REPORTED on (a) the HEFCE Annual Meeting, held on 23 November 2001 and convened
for the benefit of the Chairs of governing bodies of HE institutions, and (b) a meeting held during
October 2001 of the Committee of University Chairmen (CUC).

(a) HEFCE Annual Meeting

At the HEFCE meeting, Sir Howard Newby, had taken a very positive perspective on the
achievements of higher education institutions in the United Kingdom, commenting that they had
complex roles aimed at meeting a diversity of objectives. HEFCE had no intention of imposing
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uniformity across the sector. Individual institutions should focus on their strengths as they
themselves saw them. The University's recently-agreed strategy, and action currently being taken
in relation to its future academic profile, aligned well with HEFCE perceptions of the way ahead.

With regard to funding, Sir Howard had referred first to the 2001 Research Assessment Exercise.
From the 1996 to the 2001 review, the proportion of staff returned by universities who were
assessed to be in 5 or 5* graded departments had increased from 34% to over 50%. He was
satisfied, in view of the international element in the assessment process, that this represented an
improvement in performance rather than a drift in assessment standards. It did, however, make the
current process for allocating research funds unworkable unless substantial additional funds were
provided by the Exchequer; in current circumstances, it appeared most unlikely that these would
materialise.

Sir Howard had indicated that the issue of apportionment of funds needed to be reviewed not only
with regard to research but also to provide greater incentivisation for other aspects of performance
('third leg' and HR funding represented moves in this direction). Reward for excellence in
teaching was, however, difficult when assistance needed to be given to the less effective
institutions if high standards of teaching were to be enjoyed by an expanding student population.
All this left open the question of what basis would be used for allocating funds for the next
academic year. One option under consideration was to retain the status quo for a year to provide
time for a robust new system to be devised.

With regard to student numbers, concern had been expressed at the HEFCE meeting that there
had been no overall increase since 1996. Currently about 29% of men and 35% of women in the
appropriate age range were entering higher education. To increase these figures to the
Government target of 50% by 2010, wider participation by impecunious and disadvantaged
elements in society would be essential. To that end, HE institutions were encouraged to
strengthen their links with schools in deprived areas as a means of encouraging those in the 16-18
year age group to continue in education. The issue of student debt and the Government's intention
to review the basis of student funding were also highly relevant in this context.

(b) Meeting of Committee of University Chairmen

At the meeting of the CUC, concern had been apparent that Ministers and the Treasury continued
to be sceptical about the quality of the management and governance of higher education
institutions. It was particularly important, therefore, that governing bodies and executive
management were not only effective, but were seen to be effective, if the sector was to be
successful in bidding for public funds. Two specific facets currently receiving much attention
were risk management and the assessment of institutional performance. The issue of risk
management was likely to surface repeatedly in the course of Council's meeting. Institutional
performance would feature as a major agenda item at its meeting in March 2002.

In conclusion, he commended to members the CUC newsletter, the latest issue of which had been
distributed with the papers for the meeting. Members were asked to let the Registrar and
Secretary know if they were interested in attending any of the seminars listed in the newsletter.

01.59 Financial Situation
The Treasurer REPORTED that, although a break-even budget had originally been adopted for the
financial year 2001/02, a net deficit of £560.4k was now forecast, owing mainly to the effects of
reduced interest rates on invested balances and the need for an increased allocation in respect of the
cost of fuel, power, water and sewerage.

01.60 Academic and Institutional Developments

The Vice-Chancellor REPORTED on the following matters:

(a) HEFCE Discussions about Future Funding Allocations

The price of rewarding the reported improvement in the RAE standards was estimated at £170m,
and to cope with the cash shortfall HEFCE might delay using the results for a year while it
pressed the Treasury for additional funds in the Comprehensive Spending Review.  The Spending



3 of 8

Review results would be announced in July 2002.  HEFCE was still considering whether to delay
and would make a decision on 14 December 2001.

(b) Government Review of HE and Agenda for HE

The Secretary of State for Education and Skills had given a speech on 22 October 2001 at London
Guildhall University, in which she had announced a Government strategic review of HE.  In so
doing she had set out her five goals for HE:

•  to widen participation, focussing on poorer sections of society (50% by 2010)

•  to maintain the UK’s world-class research reputation

•  to increase universities’ close work with industry and communities

•  to maintain high standards in teaching and learning

•  to ensure that there was excellent management of institutions and leadership in the sector.

Since that announcement, various ideas had been floated, such as the lifting of student quota
restrictions, and a review of student support was in train.  It was difficult to see how a graduate
tax or loans bearing real interest rates would serve to encourage applicants and Sir Geoffrey took
the view that the recommendation of the Dearing Committee for a combination of tuition fees and
means-tested maintenance grants should be adopted.  There was considerable uncertainty about
Government policy and some larger HE institutions were reported to be in serious deficit.

(c) Student Admissions 2001

2,430 undergraduates had been admitted, against a quota of 2,346, and applications for 2001 had
increased by 10% compared with the previous year.  Postgraduate full-time numbers had
increased, PGR by 4.5% and PGT by 10%.  International numbers were 15% higher with a total
full-time population of 856.  If the home/EU undergraduate quota were to be lifted, serious
thought should be given to how to exploit the opportunity.

(d) Teaching Quality Reviews

In the most recent QAA subject reviews the University had been awarded 21 points for Sports
Science and 24 points for Archaeology.  It was interesting to note how the University’s
performance in the reviews had improved over the years: in 1993/94 and 1994/95 there had been
nine reviews, using a different scale, two being rated excellent, six satisfactory and one
unsatisfactory; in 1995/96 –1997/98, with the new system of points out of 24, there had been 11
reviews, with four gaining 22+, six 20-21 and one 16; and in 1998/99-2000/01 there had been 12
reviews, with 11 gaining 22+ and one 21.  This improvement was due in large part to the
leadership of Deputy Vice-Chancellors Dr Paul Collier and Professor Malcolm Cook, the
Undergraduate Dean Professor Ajit Narayanan and the other Deans, and the Institutional
Facilitators, including the Undergraduate Dean-elect, Dr Janice Kay.  It was the University's
intention to appeal against the award of 21 points for Sports Science.

(e) Research Assessment Exercise

The results would be received in the University the following day, with a press embargo of Friday
14 December 2001.  On the day of receipt, the Vice-Chancellor's Executive Group would
consider the results and their implications, and there would also, coincidentally, be a visit from
the regional team of HEFCE.  Heads of Schools would receive the results together with a
commentary on Wednesday 12 December and Council (and Senate) would receive similar
information on Thursday 13 December.

(f) Peninsula Medical School

The School had received five applications for each place available for its first student cohort of
127 and interviews were taking place.  Building work was going on in Plymouth and Exeter, but
the building in the former would not be completed in time for the Michaelmas Term 2002.

(g) Focussing on our Strengths

Attached to the report from Senate, members would have found an important paper by Deputy
Vice-Chancellor Professor Stephen Lea, describing a proposed restructuring exercise for the
Academic Sector, in accordance with the University’s major objective of focussing efforts and
resources on areas where recognised excellence had been achieved or was realistically and
demonstrably planned to be achieved in the next period.  Data, including the RAE results, would
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be collected and used to make an assessment of each School and unit, following which School
Development Strategies would be drawn up for consideration by Business Plan Review Groups
and APC would make recommendations to Senate and Council in the Trinity Term 2002 for a
strategic restructuring of the Academic Sector.  Restructuring would be achieved by 2005/06, the
end of the next planning period.  There would be a special meeting of Senate and, if necessary, a
special meeting of Council, in the Trinity Term 2002.  His successor as Vice-Chancellor, once
appointed, would ideally have some input into the process before final decisions were made.

In response to a question about the accuracy of the report of the Senate discussion in regard to the
use or not of the A B C categorisation, it was confirmed that A B C would not be used publicly.

In discussion the following points were made:

(i) that possible regional collaboration should be borne in mind, and indeed there could be
funds available from HEFCE’s restructuring fund;

(ii) that there would be an opportunity for the Deputy Vice-Chancellors and Academic
Secretary to bring any issue of principle to Council’s meeting on 18 March 2002;

(iii) that, although it was difficult to achieve changes in structure at no cost, the University only
had limited resources and every effort would be made to keep costs to a minimum.

In conclusion, the Chair of Council said that the proposed way forward had Council’s full support. (See
minute 01.70 below.)

01.61 Combined Universities in Cornwall

Council CONSIDERED a paper by the Vice-Chancellor (CNL/01/67). The Vice-Chancellor,
presenting the paper, said that it was quite clear that the two conditions set by Council at its meeting in
July 2001, concerning the provision of capital funding and the control and development of the
Tremough site, had been satisfied. A large amount of work had gone into bringing the matter to this
stage.

In response to questions, it was REPORTED

(a) that the University of Exeter and the Falmouth College of Arts would be in equal partnership on
the site for 250 years under the terms of the Lease;

(b) that negotiations would proceed in connection with capital for residences and sports facilities;

(c) that the financial position of the Falmouth College of Arts was secure;

(d) that no decision had been taken about the possible purchase of additional land near the site and
that, if such a decision were to be contemplated, funding would be sought by way of external
grant;

(e) that the Leases would all be at peppercorn rents, the premium value being to the benefit of the
University.

Council DECIDED that, subject to the availability of all anticipated funding being confirmed, the
University should

(i) become a member of the Combined Universities in Cornwall in accordance with the Constitution
for that body;

(ii) proceed to implement, for its part, Phase One of the CUC Combined Plan and Academic Plan, as
previously authorised; and

(iii) become a member of a company limited by shares with Falmouth College of Arts for the purpose
of developing and maintaining a joint campus at Tremough, Cornwall.

The Chair of Council REPORTED that he had received a letter from the Chair of the Board of
Governors of the College, Mr Peter Hodgson, confirming the Board's willingness to proceed with the
Agreement and that he would be informing Mr Hodgson of the outcome of Council's consideration of
the matter.
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01.62 The University's Relations with Business and the Community

Council RECEIVED a paper (CNL/01/69) entitled “Putting Knowledge to Work – Moving Towards
Phase Three”.

Introducing the paper, the Registrar and Secretary said that the University’s Business Relations
operation, which had begun in 1996, had grown significantly and was on the threshold of further
expansion.  The total turnover now amounted to £5.6 million, but in the context of the University’s
Strategy and its aim to raise non-core income there was now an ambitious target of turnover of £9.4
million in two years’ time – 10% of gross University turnover.

Mr Fielding, Head of Business Relations, said that income linked to business relations was rising but
not as fast as he would like.  Schools did not all consider work with business as attractive an option as
more traditional sources of income.  There was more work to do with individual Schools.  Turnover
from research projects with industry amounted this year to £885k but this needed to increase to £2.6
million in the next two years to meet the target of the HEIF bid.  Similarly intellectual property
exploitation needed to grow fourfold by 2002/03.

Schools were at least realising through the Business Plan process this year the extent of co-operation
with business, but there was still not enough ambition.

In conclusion, he asked Council to consider three questions:

(a) Did a proposal to allocate funds to Schools for Business Fellowships constitute a good use of
money?

(b) Was it appropriate to encourage a more proactive approach to IPR?

(c) Would Council be willing to bear in mind, in the decisions it made, the need to give stronger
incentives to Schools and individual members of staff?

In discussion, points made included the following:

(i) that there was scope for closer relations between the University and Devon County Council in this
area of activity;

(ii) that the RDA and Higher Education Regional Development Association South West (HERDA
SW) had drawn up a joint action plan for economic development;

(iii) that the Learning and Skills Councils focussed more on FE than HE;

(iv) that the University needed to work hard to increase IPR income;

(v) that ways should be found to link encouragement for IPR exploitation with remuneration;

(vi) that the IP Review Group would report in the summer 2002 and would address rewards, as would
the new HR Strategy;

(vii) that it was important for Schools to see a net financial contribution, as opposed to turnover, from
these activities.

Council praised the achievements of the Business Relations Office and endorsed the actions being
taken.

01.63 Planning and Resources Committee

Council RECEIVED the minutes of the meetings held on 9 October and 6 November 2001
(CNL/01/71 and CNL/01/72).

01.64 Student Affairs Committee

Council APPROVED recommendations arising from the minutes of the meeting held on 7 November
2001 (CNL/01/73), concerning the following:

(a) Disability Provision Implementation (minute 01.25);

(b) Wardens of Halls (minute 01.26).
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01.65 Finance Committee

Council APPROVED recommendations arising from the minutes of the meetings held on 29
November 2001 and 10 December 2001 (CNL/01/74 and CNL/01/95), concerning the following:

(a) Annual Accounts 2000/01 (minute 01.67) as follows:

(i) Management  Accounts 2000/01

(ii) Financial Accounts 2000/01;

(b) Residence and Catering Accounts 2000/01 (minute 01.70);

(c) Birks and Duryard Development (minutes 01.73 and 01.85) (see below).

MINUTES 01.73 AND 01.85 – BIRKS AND DURYARD DEVELOPMENT

The Treasurer explained that Finance Committee at its meeting on 29 November 2001 had requested an
analysis of the financial risks and associated sensitivities. This had been considered at a special
meeting on the morning of Council’s own meeting.  The Director of Finance and colleagues had done a
great deal of work on the matter. Exposure to interest rate movements, which would impact on the
residences accounts to a greater extent than other risks, would be limited by fixing the costs of
borrowing on the new development or limiting liability to future interest rate increases. Finance
Committee, after discussion that morning, had had no hesitation in recommending approval.   The
amount of the loan would be capped at £28 million.

In response to a question, the Treasurer said that, if capital costs rose, further fixed asset disposals were
possible.

01.66 Financial Statements for the Year Ended 31 July 2001

Presenting the financial statements for the year ended 31 July 2001 (CNL/01/66), the Treasurer began
by referring to the much valued work of his predecessor, Mr Hardyman, and apologised for not having
mentioned him in the Report. (This would be rectified in the published version.)

Mr Sturtridge drew Council’s attention to paper CNL/01/96 (tabled) which summarised the main points
emerging from the Accounts.  These were statutory accounts, increasingly determined by SORP.  They
gave a comprehensive picture of the University’s finances.

There had been encouraging increases in income from research grants and on the residences and
catering side, but further increases in these areas were necessary, particularly as core income from
public sources was unlikely to rise.  Income generation would continue to be a challenge. The
improvement in the balance sheet position at 31 July 2001 was due in large part to the revaluation of
land and buildings, which took place every five years.  It had not been one of the University’s best
years financially as schools and other budget units had applied accumulated balances as a source of
funding in managing change. The University's balance sheet, however, remained strong with healthy
cash balances and adequate reserves. Staff numbers, pay and costs needed to be controlled. Low
investment returns were of concern, as was the likelihood that the ERBS pensions holiday would be
reduced or would cease after the interim valuation in April 2002.  The Registrar reminded Council that,
if the holiday ended, it would not result in a further charge into the revenue account.

The financial statements were APPROVED.

01.67 Buildings and Estate Committee

Council RECEIVED the minutes of the meeting held on 13 November 2001 (CNL/01/75).

01.68 Joint Committee for Consultation and Negotiation, Council and Exeter AUT

Council RECEIVED the minutes of the meeting held on 16 October 2001 (CNL/01/76).
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01.69 Audit Committee

(a) Council APPROVED a recommendation arising from the unreserved minutes of the meeting held
on 22 November 2001 (CNL/01/77) concerning Review of the Performances of External and
Internal Auditors (minute 01.31).

(b) Council CONSIDERED the Annual Report of the Audit Committee (CNL/01/68).

The newly-appointed Chair of the Audit Committee, Mr Elliott, paid tribute to the work of his
predecessor as Chair, Professor Hawker, and drew Council’s attention to the following key elements of
the Annual Report of the Committee:

(i) that the Committee considered that the University had a sound framework of internal controls,
subject to the matters detailed in the Report;

(ii) that the Committee considered that satisfactory arrangements were in place for the consideration
of Value for Money initiatives within the University;

(iii) that the Committee considered that Council had discharged the responsibilities set out in the
Responsibility Statement in the annual accounts;

(iv) that the Committee considered that the statement on corporate governance in the annual accounts
accurately reflected the governance and legal structures of the University;

(v) that the internal audits undertaken in the year in question had covered a wide range and scope and
that the Committee had considered in depth all cases where less than substantial assurance had
been given;

(vi) that the Report contained a synopsis of a special investigation into aspects of the work of the
former School of Postgraduate Medicine and Health Sciences.

On this last matter, he REPORTED that the Internal Auditors’ final report and the Management
Responses had come before the Committee’s meeting in November 2001.  The Committee was
satisfied that resolute action had been taken by management to deal with specific issues and to
minimise damage to the University.

In addition, he REPORTED on other matters, including the following:

(1) Performance of Internal and External Auditors

By November 2001, substantial progress had been made in bringing the internal audit programme
up to date and a one-year extension to the existing contract, to August 2003, was proposed.  The
Committee had debated the optimal means of fulfilling the internal audit obligation for the longer-
term future, given the increasing complexity of the task and the forthcoming application to HE
institutions of the recommendations of the Turnbull Committee on Risk Management Aspects of
Corporate Governance, and would keep the matter under review.

The external audit contract was to be extended to 2001/02.

(2) Control Risk Self-Assessment (CRSA)

The Committee had recently reviewed the outcome of the first application of this technique in the
University, designed to reduce the time needed for formal audit, increase effectiveness and
improve acceptance of the outcomes.  He wished to thank the Internal Auditors for their support
with this initiative, and also with the development of a post-audit questionnaire.

(3) Risk Management

The Committee would be considering how to structure and implement its contribution to the
oversight of the Turnbull recommendations.  There was an outline proposal for the University to
host a workshop on the application of these recommendations to HE institutions, possibly in
Spring 2002, to which interested representatives of other institutions might be invited.

(4) Liaison with University of Plymouth

He had had a useful first meeting with his counterpart at the University of Plymouth and expected
such occasional meetings to become a regular part of Audit Committee activities.

Professor Hawker, former Chair of the Committee, congratulated Mr Elliott on a very competent
and detailed presentation of the Report.

In discussion, points raised included the following:
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(a) that there was no scope for reducing the number of Internal Audit days purchased each year and
that the Committee might recommend an increase in the next year or two;

(b) that steps were being taken by the University management to ensure that situations such as that
which had developed in the School of Postgraduate Medicine and Health Sciences did not recur;

(c) that a contribution to the proposed workshop should be sought from HEFCE.

The Annual Report was APPROVED.

01.70 Senate

Council APPROVED recommendations contained in an unreserved report from the meeting held on
21 November 2001 (CNL/01/78) concerning the following:

(a) Focussing on our Strengths: Implementing the University Strategy within the Academic Sector
(item 1) (see also minute 01.60 above);

(b) Amendments to Ordinances (item 2);

(c) Amendments to Regulations (item 3).

01.71 Peninsula Medical School : Governance

Council RECEIVED a paper (CNL/01/79), detailing minor changes to the composition of the Joint
Board of Management and the School Board.

01.72 University of Exeter Press

Council RECEIVED the Annual Report 2000/01 (CNL/01/80).

01.73 Affixing the Seal of the University

Council APPROVED the affixing of the Seal of the University to the documents listed in CNL/01/81.

SEO/NR
19 December 2001
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