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LANCASTER UNIVERSITY 
 
 

Minutes of a meeting of the Council 
held on 20 June 2003 

 
 

PRESENT:  Mr J. B. Heron (in the chair), Vice-Chancellor, Mrs J. E. 
Clements, Mr L. Danby, Mr H. Dawson, Mr A. Dick, Mr J. C. Dunning, Mr P. 
R. Elliott, Mr R. Emslie, Professor K. A. O. Fulton, Mr M. Hart, Professor S. 
Henig, Mrs C. T. Hensman, Mr G. Johnson, Dr M. M. Lee, Mr S. A. J. Leyton, 
Mr G. Middlebrook, Mr H. Morris, Mr H. Nichol, Dr C. C. Park, Mr K. 
Royales, Professor D. B. Smith, Dr K. J. Stringer, Mr R. Turner, Mrs V. 
Watkins, Ms J. M. Whiteside. 
 
IN ATTENDANCE:  Professor N. Abercrombie, Mr C. Adams, Ms F. M. 
Aiken, Mr A. Bone, Mr A. Burnett-Scott (Ashurst Morris Crisp), Mr G. P. 
Fielding, Mr B. Gray, Mr M. King, Mr H. Lumby (Ashurst Morris Crisp), Mr 
W. S. Lunn, Mrs M. E. McClintock, Professor R. Macdonald, Mr A. Madeley, 
Ms G. Marshall, Mrs M. Needham, Mr W. Nettleford, Mrs S. Randall-Paley, 
Ms V. Tyrrell, Ms V. C. Walshe, Mr A. Whitaker. 
 
APOLOGIES FOR ABSENCE:  Dr P. G. S. Entwistle, Professor P. Rowe. 

 
 
CO.2003/28 Welcome to incoming members 
 

The Pro-Chancellor, on behalf of the Council, welcomed the incoming 
President of the LU Students’ Union, Mr Warren Nettleford. 
 
 

CO.2003/29 Farewell to departing members and officers 
 

The Pro-Chancellor, on behalf of the Council, thanked the following 
persons for their services to the Council: 
 

Mrs J. E. Clements; 
Mr L. Danby; 
Professor K. A. O. Fulton; 
 

and to Mr W. S. Lunn and Ms G. Marshall. 
 
 



CO.2003/30 Minutes 
 

The minutes of the meetings held on 21 March 2003 and 2 May 2003 
were confirmed. 

 
 
CO.2003/31 Matters arising 
 

CO.2003/5:  White Paper:  The Future of Higher Education 
 
Document:  VC/03/L097 
 
The Council received the text of the institutional response to the White 
Paper. 
 
CO.2003/6 and CO.2003/27:  Strategic planning exercise 
 
The Council noted that it would receive a report on action plans for the 
implementation of the above exercise at its October meeting. 
 
CO.2003/7(e):  Succession planning 
 
The Vice-Chancellor reported as follows: 
 
(a) Mr Roderick O’Brien had already taken up the post of Director of 

Enterprise and Commercialisation; 
(b) Mr Andrew Neal would be the Director of Finance and Resources 

from 1 September 2003; 
(c) the interviews for the post of Director of Estates would take place 

on 1 July 2003. 
 
CO.2003/18:  Independent review of student complaints 
 
Document:  VC/03/R165 
 
The University Secretary drew attention to the attached report.  She 
indicated that more recently it had been learned that the Lord 
Chancellor’s Department would automatically refer cases to the Office of 
the Independent Adjudicator, which would become operational by 
September 2003.  The terms under which cases would be heard were 
strictly defined and did not include matters of academic judgement. 
 
In answer to a comment about the role of the Visitor, the Council was told 
that the university and the CUC had found the role to be effective.  
Although it was hoped the new arrangements would offer more 
consistency, they would be slower and involve more stages. 
 
 



CO.2003/32 Vice-Chancellor’s report 
 

The Vice-Chancellor and others reported on the following matters of 
significance. 
 
(A) DEPARTURE OF PRO-CHANCELLOR 
 

The Vice-Chancellor noted that the period of office of the present 
Pro-Chancellor, Mr Brian Heron, would come to an end on 31 July 
2003 after six years in the post.  He had come to Lancaster from a 
similar position at UMIST, at a time when Lancaster had been 
emerging from difficult financial circumstances and as it had set 
about restructuring the £30 million debenture and achieving a 
more stable financial position.  Mr Heron was leaving the 
university in a better condition than he had found it.  He had also 
completed a far-reaching review of the Charter and Statutes of the 
university, as well as playing a leading role in the CUC’s 
examination of corporate governance in higher education.  He had 
offered Lancaster leadership, thoughtfulness and a steady hand at 
a turbulent period for the higher education sector, and had earned 
the gratitude of the university and its Council. 

 
(B) OVERVIEW OF RECENT DEVELOPMENTS 
 

(a) White Paper:  The Vice-Chancellor reported on a meeting of 
vice-chancellors and heads of houses from Oxford and 
Cambridge which he had attended in London on 6 May, 
about the White Paper, at which Mr Charles Clarke and Mrs 
Margaret Hodge had been present.  There was agreement 
that the tenor of the White Paper was insufficiently 
international, and not detailed enough about models of 
collaboration between institutions.  There was also general 
agreement about the work to be done to repair the 
relationship between government and higher education. 
 
Members of the Council might also wish to take note of the 
Lambert Report, in which universities’ relations with 
industry were likely to be characterised as good but whose 
modes of internal governance required modernisation. 
 
Since that meeting, Mrs Margaret Hodge’s place as minister 
for higher education had been taken by Mr Alan Jackson, 
and it was hoped to welcome him to the North-West as soon 
as possible.  He was known to be supportive of regionalism, 
with a good reputation for implementing agreed policies. 
 



(b) RAE 2007:  the Roberts report had now been published for 
consultation.  It proposed a hybrid model of two modes of 
submission, of which Lancaster would expect to choose the 
more rigorous across the board.  Many details were unclear, 
including the underlying financial model.  Critical dates 
were likely to be 31 December 2006 for publications, with 
completion of submissions three months later.  Assessment 
would be at the level of individuals, although this approach 
might be open to legal challenge, only 15% would be 
permitted to be graded as 3-star, and institutions would be 
expected to enter a minimum of 80% of available staff.  
Much care would be required to work out the detail of what 
was an over-engineered approach, but in the meanwhile 
every researcher in the university needed to work out 
his/her personal strategy in relation to the exercise. 

 
(c) Admissions:  several policy issues were being identified, 

including a potential conflict between the need for full 
disclosure of information in the UCAS form as against rights 
to privacy, how transparency of process for candidates was 
to be achieved, whether the Access Regulator would set 
threshold levels against offers made or students registered, 
whether entry should be post-qualificatory rather than pre-
qualificatory as at present, and whether a baccalaureate 
should replace A levels.  There was also a growing trend 
amongst comparator institutions for admissions 
procedures to be centralised.  The Vice-Chancellor 
predicted a flow of new policies over the next nine months, 
with implementation over a three-year period. 

 
(C) PRO-VICE-CHANCELLOR 
 

The Vice-Chancellor reported that the Senate had approved the 
revitalisation of the suspended fourth pro-vice-chancellor.  It was 
intended the post should be repositioned around external 
relationships with the university and be filled by the end of the 
calendar year. 
 

(D) STAFF SURVEY 
 

Members of the Council had received copies of the newsletter sent 
to all staff of the university, giving the high level data from the staff 
survey, which had revealed some concerns about leadership and 
workload, as well as many positive messages.  Eight focus groups 
were being set up that would work over the summer with a view to 
making a report to Council in October and proposing actions by 
December. 
 



(E) FENDER REPORT 
 

The Vice-Chancellor drew attention to the attached executive 
summary of the Review of Higher Education Provision in Cumbria 
that Sir Brian Fender had been commissioned by the HEFC(E) to 
prepare.  A consortium of universities would draw up a business 
plan and would be able to bid for additional student numbers for 
entry in 2005.  Lancaster was represented on three subject-based 
working groups and in the chair of one of them, and Professor 
Oliver Fulton was a member of the group responsible for 
preparing a business case.  The Vice-Chancellor would be a 
member of the group of senior executives, and the Council might 
wish to consider in what form of collaboration the university 
should agree to participate, and how much authority it might be 
prepared to cede.  It was expected that a draft model would be 
ready for consideration by October.  The report reflected the 
significant change in the role for the university in Cumbria over the 
past twelve months. 
 
A member drew attention to the referendum promised by the 
Deputy Prime Minister about a possible regional assembly for the 
North West. 
 

(F) 40TH ANNIVERSARY 
 

The Council was invited to note that a programme of events to 
mark the first 40 years of the university’s achievements, especially 
a Charter dinner in September 2004 to which members would be 
invited, was in the course of preparation. 
 

(G) RESEARCH INSTITUTES 
 

The Vice-Chancellor noted that the Senate had recently approved 
two new institutes.  The first was the Institute for Advanced 
Studies in Management and Social Sciences, drawing on the 
complementary strengths of two faculties.  Dedicated space for the 
new developments would be funded by the university.  The second 
was the Institute for Entrepreneurship and Enterprise 
Development, which would assist research and teaching geared to 
the economic development of the North West:  already 150 
companies were involved in discussions and collaboration with it. 
 

(H) NATIONAL TEACHING FELLOWSHIP 
 

The Vice-Chancellor reported that Professor Amanda Chetwynd 
had won one of the fellowships awarded to develop new forms of 
teaching.  This was both an excellent achievement for her and 
made Lancaster the only university to which a fellowships had 
been awarded in four successive years.  The award was a major 



accolade for the university as a leader of teaching internationally, 
and in the case of all four winners, emphasised the crucial 
interrelationship of research and teaching. 
 

(I) TOWN/GOWN RELATIONSHIPS 
 

The University Secretary reported that the periodic meetings of 
the university and St Martin’s College with City Council officers 
was to be reactivated, with an initial meeting to be held on 9 July, 
at which inter alia the interaction between students and local 
residents would be discussed.  A further development was the 
interface of a local election ward identical with the university was 
causing some problems about possible overlap with the role of the 
LU Students’ Union.  She and the Vice-Chancellor were to have a 
meeting to discuss how to manage the different spheres of 
authority and influence involved. 
 
A member welcomed the reinstatement of meetings with the City 
and suggested that wider issues might also be covered, including 
the depth of the university’s involvement with the city. 
 

(J) SOUTH-WEST CAMPUS:  LOCATION OF UNDERGRADUATE COLLEGES 
 

Documents:  AR/2003/722; AR/2003/775 
 
Mr Whitaker reported that the syndicates of Lonsdale and Cartmel 
Colleges had met and had both agreed to recommend to the 
Council that they be relocated to the South-West Campus.  The 
decision had been a difficult one, and he wished to thank the 
principals, JCRs and SCRs for their input into a choice that had 
been important for them and for the future of the collegiate system 
at Lancaster, and which permitted the redevelopment for academic 
purposes of the area north of Alexandra Square.  Mr Whitaker had 
himself been heavily involved in the negotiations and he wished to 
place on record that the decision to relocate was on the basis of 
Option 4 i.e. the design drawings by FaulknerBrowns of 9 June 
2003 in respect of 890 sq. metres for Lonsdale College and Barkers 
House Farm for Cartmel College.  Both colleges wished for 
continuing involvement in discussion, for recognition by the 
university of the effects of the dislocation on the life and structure 
of the colleges, and for support of the move of each college’s 
legacy; sculptures, paintings, memorial benches and the rest, as 
well as the names of the blocks within the colleges. 
 



(K) SCHEDULE OF COUNCIL BUSINESS 
 

Document:  AR/2003/718 
 
The Council received a forward schedule of Council business to the 
end of the calendar year 2003. 
 

THE COUNCIL RESOLVED to: 
 
(i) receive and note the Vice-Chancellor’s report and thank him for it; 
(ii) place on record its thanks for the services of Mr J. B. Heron to the 

university; 
(iii) ask for an outline schedule of the 40th anniversary events to be 

circulated with the minutes; 
(iv) congratulate Professor Chetwynd on being awarded a National 

Teaching Fellowship; 
(v) approve the recommendation that Cartmel and Lonsdale colleges 

be relocated to the South-West Campus, to thank Mr Whitaker and 
Mr Danby for their hard work towards this decision, and to accept 
the conditions requested by the colleges. 

 
 

CO.2003/33 LU Students’ Union 
 

Document:  LUSU budget 
 
The President of the Students’ Union, Mr Danby, reported as follows. 
 
(a) Current issues 
 

Mr Danby recalled that twelve months earlier he had listened to 
the outgoing LUSU President expressing concern about 
consultation with students.  Despite, or perhaps because of, a 
range of difficulties earlier in 2002-03, including residence charges 
and laying down areas, he had recently perceived a drive and 
determination to foster a culture of consultation.  He wished 
particularly to put on record students’ appreciation of the work by 
Mr Whitaker between the disparate groups involved to bring about 
a resolution of social and infrastructure space for students on the 
South-West Campus.  Mr Danby had also noticed substantial 
changes in the last few weeks about the level of notice being given 
to students as the university moved into a period of massive 
building and reconstruction. 
 
Within LUSU the societies were becoming better regulated and 
their finances more controlled, and plans were now well in place 
for revised procedures. 



He wished the university well and Mr Nettleford and other 
sabbatical officers every success. 
 

(b) LUSU budget for 2003-04 
 

Mr Danby indicated that an increased surplus had been budgeted.  
He was pleased the budget had been drawn up in such a way that it 
enabled the incoming sabbatical officers to decide how the income 
should be distributed between heads of expenditure and to set 
their own priorities. 
 

THE COUNCIL RESOLVED to: 
 
(i) thank Mr Danby for his report and his constructive response to 

events, and to congratulate him and his colleagues on the year’s 
work; 

(ii) approve the LUSU budget for 2003-04. 
 
 

CO.2003/34 Finance and estates 
 

The chairman of the Finance and General Purposes Committee, Mr 
Turner, introduced the following items. 
 
(a) Headline budget, 2003-04 
 

Document:  FO/03/68 
 
Mr Turner indicated that the budget was well on course for the 
year, having presented a major challenge to prepare.  The 
budgeted surplus was 3%, the bare minimum required for the 
university achieve for 2003-04. 
 
Mrs Randall-Paley drew attention to the estimated 8% rise in the 
staff cost base, which included the anticipated cost of living 
increase, promotions and incremental drift, as well as changes in 
volume.  This pressure was reflected in an increase to £1 million of 
gap savings that had to be achieved, not all from salary savings.  
She drew attention inter alia to the £2 million predicted increase in 
overseas student fees and to the inherent fragility underlying the 
3%.  The recurrent grant for teaching had barely altered, and while 
funding for research had increased, it was not enough to cover the 
extra salary costs.  The figures did however include indicative 
figures for the anticipated impact of the student residential 
accommodation project, and of the utilities project in the latter 
part of the year, showing a net negative effect of £0.5 million on 
income and expenditure.  The Vice-Chancellor’s reserve had been 
reduced and various headings had been cut back, including 
equipment and long-term maintenance.  There were significant 



risks in the budget, including the possible effect on student 
numbers of SARS (severe acute respiratory syndrome).  There had 
also been a reduction in the sum to which people could bid in-year 
from reserves, although the current under-spending in faculties 
suggested there could be some slack in their budgets. 
 
A member raised a question about the future of a trading area, 
UniPrint, where a development plan included out-sourcing.  The 
trade unions were understood to be taking a flexible approach to 
keep the operation in-house, and the member sought reassurance 
about whether management was committed to exploring every 
avenue.  The University Secretary reported that, as part of a value 
for money review of printing across the university, there had been 
discussions about outsourcing.  The current position was that the 
university was waiting for the trade union to come back with 
counter-proposals. 
 
THE COUNCIL RESOLVED to: 
 
(i) note the assumptions and risks inherent in the headline 

budget for 2003-04; 
(ii) approve the budget and to charge the Budget Review Group 

with responsibility for identifying remaining savings and 
authorising any subsequent departmental or faculty 
variations. 

 
(b) Financial forecasts, 20040-05 to 2006-07 
 

Document:  FO/03/67 
 
Mr Turner drew attention to the way in which, unless corrective 
action were taken, the annual surplus would dwindle to nothing 
over the forecast period, thus undermining the continuing capital 
programme and placing the university’s financial stability at risk.  
Nevertheless, the outlook for Lancaster was similar to those being 
faced by other institutions. 
 
The Vice-Chancellor noted the benefits to the forecasting process 
of consolidating the impact of the projects for the student 
residential accommodation and the utilities, thus reflecting in a 
single document the full range of financial risks faced by the 
university.  He agreed that an increase in the salary cost from £56 
million to £71 million in three years, without supplementation by 
government, was a cause for concern and would be reviewed. 
 
THE COUNCIL RESOLVED to receive and note the draft financial 
forecasts as set out. 
 



(c) Management accounts as at 31 May 2003 
 

Document:  FO/03/61 
 
Mrs Randall-Paley drew attention to the strong predicted out-turn 
for 2002-03, which lifted some of the immediate pressure.  There 
had been benefits from several special financial events and 
initiatives, as well as hard work internally in the university.  The 
task for the future was to continue the rate of increase in the 
growth of income. 
 
THE COUNCIL RESOLVED to receive and note the management 
accounts. 
 

(d) Residential charges 
 

Document:  CR/03/15 
 
THE COUNCIL RESOLVED, in the context of the above document, to 
approve the recommendation for an increase in residential 
charges of 3.75%. 
 

(e) Capital expenditure programme 
 

Documents:  FO/03/62; VC/03/R147 
 
THE COUNCIL RESOLVED to approve the capital expenditure 
programme as at 30 April 2003, as set out in the agenda. 
 

(f) Student residential accommodation 
 

See CO.2003/35. 
 

(g) Barkers House Farm 
 

Document:  FO/03/64 
 
The Council was invited to note that a standard financial appraisal 
of the proposed scheme had not been possible, but in terms of 
support for additional student numbers on the South-West 
Campus, the development was clearly important for the university.  
The facility would include a multi-functional social space and 
ensure that there was an appropriate range of food, retail and 
social outlets that were fit for purpose.  Notwithstanding the 
financial issues surrounding the project, it was attractive to the 
two colleges, who had agreed to be relocated in the context of the 
Barkers House Farm provision, and to the advantage of the 
university, and it would make a significant difference to the 
marketing of rooms at that location. 



The principal of the Graduate College noted the enhancement the 
development would also bring to that college, and to its students 
who were in residence all year. 
 
THE COUNCIL RESOLVED, having reviewed and discussed the contents 
of the preferred option for Barkers House Farm, to approve the 
proposal and the investment of £4 million by the university. 
 

(h) Management School extension 
 

Document:  FO/03/63 
 
The Council was told that the project had a capital cost of either 
£5 million or £9 million, depending on whether the Northwest 
Development Agency was able to contribute £4 million for the 
incorporation of a small productivity and outreach centre.  Their 
board would consider a bid from the university in July. 
 
THE COUNCIL RESOLVED to: 
 
(i) note the contents of the proposal; 
(ii) endorse the Finance and General Purposes Committee’s 

recommendation to include the project in the capital 
programme at an agreed maximum of £5 million of 
university funding; 

(iii) approve the Finance and General Purposes Committee’s 
recommendation to delegate authority to the project 
executive to make appropriate decisions about progressing 
either the reduced or the full scheme, subject to the 
operation of a staged gateway approach, and having regard 
to the need both to deliver a building as soon as possible 
after September 2004 while also keeping aborted design 
fees to a minimum. 

 
(i) Institute for Advanced Studies in Management and Social Sciences 
 

Document:  FO/03/65 
 
The return on the proposed investment was noted to be 
reasonable. 
 
THE COUNCIL RESOLVED to: 
 
(i) note the contents of the document; 
(ii) approve the proposed project management structure; 
(iii) endorse the Finance and General Purposes Committee’s 

recommendation to include the project in the capital 
programme within a funding envelope of £2.5 million. 

 



(j) Lancaster Environment Centre, Phase 3 
 

Document:  FO/03/69 
 
The return on the proposed investment was noted to be 
reasonable.  In answer to a question, the Council was told that the 
NERC had agreed to pay the university £0.5 million for disruption 
to the university from vacating A floor of the IENS building.  
Originally the money had been earmarked for a building in the 
Biological Sciences quadrangle, and was still so labelled in the 
capital programme schedule.  Subsequently, however, the 
quadrangle building had been suspended by the current LEC 3 
scheme, on which the £0.5 million would be spent. 
 
THE COUNCIL RESOLVED to: 
 
(i) note the contents of the document; 
(ii) approve the business case previously endorsed by the 

Finance and General Purposes Committee on 23 May 2003; 
(iii) note the attribution of £0.5 million from the NERC to LEC 3. 
 

(k) Refurbishment of D floor, University House 
 

Document:  FO/03/72 
 
The Council was told that the cost of the redevelopment of D floor 
of University House had come in at £338,000 against an approved 
budget in principle of £350,000. 
 
In answer to questions from the President of the Students’ Union, 
the Council was told that most large meetings would in future take 
place in the Conference Centre, where university needs would take 
precedence.  In terms of priority for the project, the Vice-
Chancellor drew attention to the value that officers in University 
House added to the life and vitality of the university.  He regarded 
the state of the building as unfit for purpose, and had been told at 
meetings in London how poorly Lancaster presented itself to 
visitors.  In order that additional sources of income be attracted to 
the institution, he believed it was critical that presentable space 
was available to senior guests from outside the university, rather 
than having to meet people away from the university. 
 
THE COUNCIL RESOLVED to: 
 
(i) approve the expenditure for the project, capped at a figure 

of £338,000; 
(ii) note the request by the LU Students’ Union for meetings of 

the Union Council to be treated as official meetings of the 
university for the purposes of the Conference Centre. 



CO.2003/35 Student residential accommodation 
 

Ref:  CA.5 (f) 
 

35.1 PROPOSALS (Vice-Chancellor):  that the Council: 
 
1. approve and ratify the actions of the Student Accommodation 

Council Project Executive and the Authorised Signatory Group in 
concluding the Project Documents with the Project Co; 

 
2. delegate in accordance with statute 13.1 to the Authorised 

Signatory Group the taking of all further actions necessary to reach 
financial closure of the Project which shall include without 
limitation agreement of any variations amendments and 
modifications to the Project Documents that the Authorised 
Signatory Group in their absolute discretion consider necessary 
subject to resolution 3 below.  Completion of the Project 
Documents and any variations, amendments and modifications 
thereto shall not require any subsequent authorisation by the 
Council provided that they are confirmed by the Authorised 
Signatory Group.  All such confirmations shall be binding on the 
University; 

 
3. agree in relation to the Project that the Authorised Signatory 

Group and the Student Accommodation Council Project Executive 
shall not act on behalf of the Council where the effect of the Project 
Documents when concluded: 

 
3.1 lead to the Project having to be accounted for on the 

University’s balance sheet to which a letter from the 
University’s auditors confirming off-balance sheet 
treatment shall be conclusive evidence; or 

3.2 will adversely affect the VAT or direct tax treatment of the 
project to which a letter from the University’s tax advisers 
shall be conclusive evidence that there is no adverse 
treatment or; 

3.3 results in the modelled ground rent being less than 
£500,000 in real terms which means excluding the effect of 
inflation to which the financial model entered into at 
closing shall be conclusive evidence; or 

3.4 results in the average actual rent per room in the academic 
year commencing 2003 for new accommodation owned by 
the SPV being greater than £68 per week at September 
2002 levels without indexation to which the financial model 
entered into at closing shall be conclusive evidence or; 

3.5 results in the total number of rooms leased to the Project 
Company once the development is completed being greater 
than 4,500 rooms excluding the Core Accommodation; or 



3.6 results in the threshold Internal Rate of Return to the 
Project Co which the University receives a 50% share of 
refinancing gains being greater than 15 per cent calculated 
on a commitment basis to which the financial model enters 
into at closing shall be conclusive evidence; or 

3.7 results in agreement by Ambac Assurance UK Limited for 
the transaction being withheld and to which approval by 
Ambac Assurance by letter or otherwise shall be conclusive 
evidence. 

 
The following documents were attached: 
 
Summary of changes since the meeting of the Council on 21 March 
(AR/2003/765) 
Summary of current position (AR/2003/766) 
Table of parameters set by the Council (AR/2003/767) 
Supply and demand considerations (VC/03/R173) 
Minutes of the meeting of the Project Executive held on 9 June 2003 
(AR/2003/762) 

 
35.2 The Vice-Chancellor drew attention to the minutes of the meeting of the 

Project Executive held on 9 June 2003 and a list summarising the changes 
in the transaction since the meeting of the Council held on 21 March.  The 
project executive meeting had been a productive occasion, with legal 
colleagues present, at which the nature of the commercial project had 
been thoroughly probed.  Council members would also find a statement 
giving a suite of parameters established in July 2002, with agreed 
variances, showing how close the negotiations were to concluding the 
transaction on the terms agreed a year earlier. 

 
35.3 Mr Anthony Burnett-Scott indicated that the commercial negotiations 

with the project company were essentially complete, although there were 
still some points of detail to resolve between the senior lenders and the 
project company.  He wished to draw the Council’s attention to a small 
number of matters on which its ratification was sought. 

 
35.4 Ambac was no longer a senior lender, principally because the premium 

they were seeking to act in that capacity would not have been reflected in 
value to the project and would have resulted in extra costs within a ring-
fenced financial model.  Ambac’s consent to the transaction had been 
obtained in principle and the company might reappear at the stage of 
refinancing, probably at the end of the construction phase, when Ambac 
has a pre-emption to fund on market terms. 

 
35.5 A series of tests that should be satisfied before a move to Phase 4 was 

approved had been proposed that were not yet fully acceptable to the 
university.  The Council was therefore being asked to approve only Phases 
1 to 3, in the expectation that Lancaster would subsequently persuade 
Ambac that Phase 4 was worthwhile.  The senior lenders were also not 



committed to fund Phase 4 at this stage, but all other costs related to it, 
such as interest rates, were fixed. 

 
35.6 One effect that not proceeding to Phase 4 would have was less generation 

of revenue, and hence less ground rent to the university.  At the 
November 2002 meeting of the Council the ground rent parameter had 
been set in terms of Phases 1 to 4 at a minimum of £750,000 per annum.  
This was not achievable if only Phases 1 to 3 took place, and hence the 
stated minimum had been reduced to £500,000.  Any excess income 
would result in the ground rent to the university increasing in priority up 
to £1 million, or pro rata for Phases 1 to 3 only. 

 
35.7 In November 2002 the Council had approved the concept of the cash 

cascade, which included a cap on the cross-subsidy to the retained 
residences that would continue to be held by the university.  The 
maintenance of the retained estate was still an issue for the lenders, who 
had accepted that the university would maintain the relevant properties 
in a state fit for letting at an appropriate level, and were in discussion 
about what that level should be. 

 
35.8 The termination and compensation clauses had been further worked 

through, so that there was a series of consequences in the eventuality of 
default, including recourse by the project company to specified university 
properties.  As a safeguard, the negotiations had agreed the sale of leases 
on the South-West Campus first, in order to protect these within the 
perimeter road, at the core of the university. 

 
35.9 The senior lenders were in the process of completing due diligence and 

the consents by relevant external parties were being obtained.  A meeting 
with the HEFC(E) at Bristol had gone well and a recent second letter 
received from them offered substantial comfort to the senior lenders.  The 
discussion about the off-balance sheet treatment was proceeding 
smoothly, Ambac were close to consent, and the model audit and tax sign-
off with KPMG were in hand. 

 
35.10 The Vice-Chancellor, in response to a question, stated his belief that the 

transaction as structured was in the best interests of the university, and 
was well within the boundaries set in July 2002.  The negotiations had 
been protracted because of Ambac being initially a senior lender and then 
withdrawing from that position, and because once Council had made its 
decision about Phase 4 requiring a separate decision, every party to the 
transaction had joined in the same condition.  There were some 
consequential actions for the university to take, and some management 
processes to allow for variations in the number of rooms available.  The 
only caveat was the necessity when the time came for the Council to reach 
a clear decision for or against Phase 4, since there would be little latitude 
to vary any other conditions. 

 



35.11 In answer to questions about Ambac’s involvement in refinancing, the 
Council was told that they would within the terms of the transaction have 
the first right of refusal, but would have to meet the market terms 
prevailing at the time.  A positive reason for choosing Ambac would be 
their knowledge of the university as an existing lender to it.  Whatever the 
outcome in relation to the refinancing, however, the relationship with 
Ambac should be reviewed in the light of negotiations over the residence 
project, and feedback given to their senior executives. 

 
35.12 In answer to a question about Chancellor’s Wharf, the Council was told 

that the university had an option to withdraw from it in 2008-09 and, if 
the decision was to retain it, the impact of doing so on the new residences 
would have to be shown. 

 
35.13 THE COUNCIL RESOLVED to approve proposals 1, 2 and 3 under 35.1 above. 
 
 

CO.2003/36 Audit Committee 
 

Ref:  CA.6; document:  VC/03/R161 
 
PROPOSALS (chairman, Audit Committee):  that the Council: 
 
(a) approve the re-appointment of Deloitte and Touche as internal 

auditors to the university for the period 1 August 2003 to 31 July 
2006; 

(b) receive an oral report on two cheque frauds and one attempted 
fraud, as set out in the minutes of a meeting held on 30 May 2003. 

 
Mrs Randall-Paley reported that there had been an attempted cheque 
fraud in February that had been detected by normal bank processes.  In 
March, however, a further two frauds had been successful and, given the 
similarity in the procedures used, there was concern that the source of 
the problem might be closer to Lancaster than originally thought.  
Investigations were continuing, and in the meanwhile tighter procedures 
had been introduced for the issue and despatch of cheques.  The 
university had suffered no financial loss and had been refunded for the 
sums lost, but expenditure of time and effort had been necessary. 
 
THE COUNCIL RESOLVED to approve (a) and (b), and to note the actions being 
taken to prevent further fraud. 
 
 

CO.2003/37 Finance and General Purposes Committee 
 

Ref:  CB.3; document:  AR/2003/657 
 
THE COUNCIL RESOLVED to endorse the actions taken by the committee as set 
out. 



CO.2003/38 Nominations Committee 
 

Ref:  CB.2 
 
PROPOSALS (Pro-Chancellor, on behalf of the committee);  that the Council: 
 
(a) endorse the co-option of Mr Hilton Dawson, M.P. to the 

membership of the Council for the period 9 February 2003 to 31 
July 2006; 

(b) approve the continuing external membership of Mr J. Hadfield and 
Mr B. McKenzie of the Audit Committee for the period 1 March 
2004 to 28 February 2007. 

 
THE COUNCIL RESOLVED to approve the proposals. 

 
 
CO.2003/39 Appointments by the Council to the Court 
 

Ref:  CB.3; document:  AR/2003/761 
 
PROPOSAL (Pro-Chancellor):  that the Council ratify decisions set out in the 
attached document. 
 
THE COUNCIL RESOLVED to approve the proposal. 
 
 

CO.2003/40 Appointment of college principals 
 

Ref:  CB.4 
 
PROPOSALS (Pro-Vice-Chancellor for Colleges, Staff and Student Affairs):  
that the Council endorse the following recommendations of search 
committees: 
 
(a) Fylde College:  the re-appointment of Dr Alan Thomson as principal 

(25% of time) for the period 1 August 2003 to 31 July 2006. 
 
The Search Committee membership was as follows: 
 
Mr A. Whitaker (chair) 
Professor M. Edmonds ) Fylde College 
Mr M. Storey ) Senior Members 
Mr K. Royales (lay member of Council) 
Mr P. Elliott (Senate representative) 
Ms L. Cruikshank (Fylde JCR President) 

 



(b) Graduate College:  the appointment of Professor Maurice Kirby as 
principal (40% of time) for the period 1 August 2003 to 31 July 
2006. 
 
The Search Committee membership was as follows: 
 
Mr A. Whitaker (chair) 
Ms H. Willes ) Graduate College 
Mr J. Hardman ) Senior Members 
Mr K. Royales (lay member of Council) 
Mr P. Elliott (Senate representative) 
Mr S. Armstrong (Graduate JCR President) 
 

THE COUNCIL RESOLVED to approve the proposals. 
 
 

CO.2003/41 Job evaluation 
 

Ref:  CB.5; document:  JE/Cou.rep.June 03 
 
PROPOSAL (Director, Personnel Services):  that the Council approve the 
attached report of work in progress. 
 
THE COUNCIL RESOLVED to approve the proposal. 
 
 

CO.2003/42 Promotions and staff movements 
 

Ref:  CB.6; documents:  AR/2003/769 and AR/2003/770 
 
PROPOSALS (Director, Personnel Services):  that the Council: 
 
(a) approve the promotions as set out; 
(b) receive and note the report on staff movements. 
 
THE COUNCIL RESOLVED to approve the proposals. 
 
 

CO.2003/43 Remuneration Committee 
 

Ref:  CB.7; document:  AR/2003/771 
 
THE COUNCIL RESOLVED to receive a report of the work of the committee 
during 2002-03. 
 
 



CO.2003/44 Premature Retirement Committee 
 

Ref:  CB.8; document:  PS/03/815 
 
PROPOSALS (Pro-Chancellor): 
 
(a) that the Council note the attached end-of-year report; 
(b) that the Council confirm the budget available for premature 

retirements in 2003-04. 
 
THE COUNCIL RESOLVED to approve the proposals. 
 
 

CO.2003/45 Grants received for research 
 

Ref:  CB.9; document:  AR/2003/745 
 
THE COUNCIL RESOLVED to receive a report of grants received. 
 
 

CO.2003/46 Written reports of meetings 
 

Ref:  CB.10 
 
The Council received the following reports for information and 
confirmation as appropriate: 
 
(i) Senate, meeting on 28 May 2003 (AR/2003/721); 
(ii) College and Residence Committee, meeting on 13 May 2003 

(CR/03/18); 
(iii) Estates Committee, meeting on 15 May 2003 (AR/2003/629); 
(iv) Committee on Relations between the University and the Students’ 

Union, meeting on 20 May 2003 (CR/03/24). 
 
 

CO.2003/47 Register of legal disputes 
 

Ref:  CB.11; document:  VC/03/R166 and Appendix 1 
 
THE COUNCIL RESOLVED to note the attached report and schedule. 
 
 



CO.2003/48 Use of university seal 
 

Ref:  CB.12; document:  VC/03/R168 
 
PROPOSAL (University Secretary):  that the Council take note of the use of 
the university seal during 2002-03. 
 
THE COUNCIL RESOLVED to approve the proposal. 
 
 

CO.2003/49 Attendance of press 
 

Ref:  CB.13 
 
PROPOSALS (Steering Group): 
 
(i) that the press officer, and a representative each of SCAN and Radio 

Bailrigg be allowed to report on the business of the Council within 
impediment or obstruction on the following conditions: 
(a) that business which has been declared restricted will not be 

reported; 
(b) that the factual accuracy of any report of a statement is 

checked with the person who made it; 
(ii) that the matter be reviewed at the meeting of the Council in June 

2004. 
 
THE COUNCIL RESOLVED to approve the proposal. 
 
 

CO.2003/50 Actions taken during the Long Vacation 
 

Ref:  CB.14 
 
PROPOSAL (University Secretary):  that the Pro-Chancellor, the Vice-
Chancellor, the Pro-Vice-Chancellors, the University Secretary and the 
President of the Students’ Union be empowered to act for the Council and 
(excluding the President of the Students’ Union) for the Committee of the 
Council during the Long Vacation 2003; and that they be authorised to co-
opt or consult with other members of the Council as necessary on matters 
of urgency or importance, reporting any action taken to the next ordinary 
meeting of the Council and Committee of the Council. 
 
THE COUNCIL RESOLVED to approve the proposal. 
 
 

CO.2003/51 Pro-Chancellor’s farewell 
 

Mr Heron thanked all concerned for their support during his period of 
office, and wished the university every future success. 


