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Report of the members of the Board of Governors
incorporating the Operating and Financial Review
and Strategic Report

The Coliege

The Nosthern College for Residential Adult Education was set up in 1978, by a consortium of local authorities and
trade unions to provide long-term residential education for adules. It is one of four residential colleges in England,
designated under section 28 of the Further and Higher Education Act 1992, as eligible to receive funding from the
Education and Skills Funding Agency (ESFA). The College is a charity for the purposes of the Charities Act 1993 ag
amended by the Charities Act 2011.

The Company

The Northetn College is a company limited by guarantee and has no share capital; the lability of its members is
Jimited to an amount not exceeding £1. The college was incorporated on the 18 November 1978,

Mission
The College's mission as approved by the Board of Governors is:

To provide outstanding residential and community education for the empowerment and transformation of
individuals and communities.

Implementation of the Strategic Plan

The College developed a Strategic Plan for the period 2017 /18 — 2022/23. The strategy was approved by the Board
at its meeting on 14 Decemnber 2017, The plan was developed following extensive consultation with both staff and
governors and has five key strategic themes:

*  Being outstanding

e Transforming lives

*  Celebrating and sharing

*  Securing the fumre

¢ Increasing reach and impact

These are achieved within the framework of the following values:
e To inspire through learning
¢ To promote equality and celebrate diversity
» 'T'c promote social inclusion and tesilience
*  Tonurture mutual respect and integrity
*  To have a positive, caring and can do artitude
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Report of the members of the Board of Governors
incorporating the Operating and Financial Review
and Strategic Report

Charitable status and public benefit

The College is a registered charity and the members of the Board of Govetnors, who are its trustees, are disclosed on
pages 9-11. In secting and reviewing the College's strategic objectives, the Board of Governors has had due regard
for the Charity Commission’s guidance on public benefit and particularly its supplementary guidance on the
advancernent of education.

As a registered charity The Northern College for Residential Adult Eduication is committed to demonstrating the
henefits its work provides for individuals, communities and the wider public. This statement sets out the aims,
mission and strategic objectives of the College, outlines the beneficiaties the College serves and the impact and
benefits of the learning opportunities it provides. The statement should be read in conjunction with the College's
Strategic Plan and Community Strategy.

Our Aims and Objectives

The overall aim of the College as set out in its Memorandum of Association is ‘to advance adult education,
particularly by the provision, organisation and arrangement of full-time or part-fime courses of study or educational
research, whether or not leading to any formal qualificarion’. The College's mission builds further on this overall aim
and is to ‘provide outstanding adult residential and community education for the empowerment and rransformation
of individuals and communities'.

The College delivers this mission though its strategic themes which are:
*  Being outstanding
¢ Transforming lives
»  Celebrating and sharing
e Secuting the future
s Increasing reach and impact

Through these activities the College meets its charitable objective of the advancement of education.

Our Beneficiaties
The College is dedicated to the education and training of:

= Men and women who are without formal qualifications and are seeking to return to learning,
. Those who are active in community and voluntary groups and trade unions.
= Adults from disadvantaged groups and communities atd professional upskilling for those who work within

these groups and communities.

Residential education allows the College to draw its learners from the region and across England based on it
specialism.

The Public Benefit we provide
The College is committed to ensuring that the residential and community learning it delivers:

n Improves the yualifications, skills and employahility of the groups and individuals it engages in learning.

n Benefits in other areas of public policy, for example in enhancing health and wellbeing, reducing
dependency on public services, supporting families and upskilling volunteers.

» Transforms the lives of individuals which in turn contributes to the development of cohesive and resilient
communities.

» Supports the region’s need to upskill its adult population and address issues of social deprivation, poverty
and econommic inactivity.

= Added vatue to the actvities of communities and trade unions.

How we measure the benefit we provide

The College mezsures the impact of its wotk in a number of ways, primarily using data which is measured against
iaternal performance indicators {PIs) and where passible against external benchmarks and by the measurement of
social value of adult learning,
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Report of the members of the Board of Governors
incorporating the Operating and Financial Review
and Strategic Report

Transparency arrangements

The Board of Governors conducts its business through a number of committees. Each committee has terms of
reference, which have been approved by the Board of Governots, These commiitees are: Policy and Finance, Audis,
Quality, Search and Remuneration. The Audit Committee meets at least three timmes per year, the Policy and Finance
Committee at least four times per year, the Quality Comnmittee at least once per year, the Search Committee meets as
and whea required and at least once per year and the Remuneration Comuemnittee is convened art least once per year.
Full minutes of all meetings are available ftom the Cletk to the Governots, except those deemed to be confidential
by the Board of Governots, at:

‘The Northern College for Residential Adult Education Limited
Wentworth Castle

Stinboroungh

Barnsley

South Yorkshire

575 3ET

The Cletk to the Governors maintains a register of the financial and personal interests of the governors. The register
is available for inspection at the above address,

Quality Assurance

The College continues to operate its Integrated Petformance Report Framework to establish principles and
procedures for quality assurance and quality improvement across all service ateas of the College. College-wide
performance indicators and targets are ser, as wel! as those for each of the College's main functions or departmental
teams. Progress reports and aanual repotts ate considezed by the Boatd of Governors.

Strategic Report
Financial Objectives

The College has set the following financial objectives:

= To achieve sustainability by remaining financially sound and to generate sufficient income to fund
maintenance and improvetment of its accommeodation and equipment.

. To maintain the confidence of funders, bankers and auditors.

. To develop trained and financizlly aware budget managers with zn understanding of the financial
eavironment in which the College opetates.

= To diversify income streams to optimise future funding.

Performance Indicators

The following shows the performance indicatot tatgets and achievement for the College:

Target Actual
v" Target Surphus >2.5% 0.7%
v" Cash days in hand =90 252
¥ Payroll costs of income <60% 61%
¥ Cash inflow from operating activities =0 £465,000
v Current ratio >1:1 4.6
v Borrowing nil 0.18%




The Northern College for Residential Adult Edueation Limited 4
Financial statements for the year ended 341 July 2018

Report of the members of the Board of Governors
incorporating the Operating and Fmanmai Review
and Strategic Report

Financial results

‘The College generated an opetating surplus for the year of £34,000 after pension adjustments (2017: £320,000 after
pension adjustments). The College has accumulated income and expenditure reserves, excluding the pension reserve,
of £2.976,000 and cash halances of £3,524,000. Tangible fixed asset additions during the year amounted to £133,000,
of which £29,000 related to equipment putchases and £104,000 to improvements to property.

Future Developments and going concern considerations

The Governors, Principal and Senior Leadership Team ["SLT"] recognise that the College is operating in a
chalienging furding environment and that it will continually need to review the effectiveness of its provision against
the funding teceived; the need to be cost effective and take measures to reduce the cost of provision; as well as to
search for new areas of work which are consistent with the mission of the College. To date the College’s strategies
have been successful and have resulted in a substantial increase in the College’s cash reserves and the achievement of
an outstanding financial health rating,

Treasury policies and objectives

Treasury managetnent is the management of the College's cash flows, its banking, money market and capital market
transactions; the effective control of the risks associated with those activities; and the pursuit of optimum
performance consistent with those risks.

The College holds five investment accounts: three notice accounts and two deposit accounts which pay vatiable
interest, for use when the College has generated surplus funds.

All borrowing requires the suthorisation of the Corporation and shall comply with the requirements of the Financial
Memotandum with the ESFA.

Cash Flow

At £465,000 (2017: £474,000) a positive operating cash inflow positon has been maintained. The overal net cash inflow
was as 2 result of the College's new treasury management policy to diversify and invest surplus funds; resulting in the
investment of liguid resources of £2,284,000.

Liguidity

1n 2014/15 the College accepted a small interest free loan from SALTX, repayable over a four year period. This was
patt of a lasger capital scheme to renew and decentralise the campus heating system,

Current and future development and performance

Curriculum Developments

The College, because of its size, specificity and heritage, has always worked closely with other organisations, in
pasticular ocal authorities, the voluntary and communiry secior, local employers and trade unions. Over recent years
it has worked to align its currdiculum more closely with regional and national priotities. The programmes within the
College are listed below with a brief description,

One of our main areas of Curriculum Development is in working with survivors of Human Trafficking and Modern
Slavery. Our first cohort completed their 10 week programme in July 2018, with 3 cohotts planned for the 18/19
academic year. Significant effort is now being made in securing a longer term, sustainable funding model for the
programme and conversations are currently ongoing with DE, The Salvation Army and a range of ptivate
organisations to help achieve this.
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Report of the members of the Board of Governors
incorporating the Operating and Financial Review
and Strategic Report

Current and future development and performance (continued)

In the last six months we have also started to defiver Forest Schools provision for adults. This is proving to be
particularly successful in attracting the most hard to reach learners who may not yet be quite ready for more
academic, classroom based learning. We are seeing learners then progress into some of our more mainstream shozt
courses, inclading English, Maths and ICT.

Access to HE and Higher Level Programmes

This programme area includes a full-time Access to HE Diploma which runs from September to May. This course can
be accessed on a non-residential and residential full-time basis. This programme is fundable via Level 3 learner loan for
students aged 24+ and via the Education and Skills Funding Agency for those under the age of 24 who do not hold a
full tevel 3 qualification. This is 2 modular programme of study which provides opportunities for adults returning to
education to develop approptiate skills and knowledge to enable theimn to realise their potential as individuals and
progtess to highet education, or employment. Students follow 2 common programme for che first three weeks of the
course which aims to develop a broad range of academic and study skills; and also introduces students to a range of
global issues such as equality, values and diversity; prior to embarking on their main curricolum area. The programme
offers two main cutriculutn pathways in Humanities and Social Sciences and Computing.

The College also offers a full teacher training route from the Level 3 Award in Educaton and Training, a Cert

Ed/PGCE, a PGDip option and a BA in Education and Professional Development. The HE qualifications are
offered in partnership with the Univessity of Huddessfield. These courses have a focus on teaching for a social
purpose and attract many people working in the Third sector.

Community and Partnership Learning Programmes
The main feature of these programmes is that courses are designed for specific communities and groups and
tectuitment is suppotted by pattnet organisations.

The mainstzy of our work are courses that are developed on a bespoke basis to meet the needs of specific groups
identified through the College pattnerships with the veluntary and community sector and/or statutosy agencies
supporting disadvantaged and excluded people. Some of this work is commissioned by Loecal Authorities or attracts
project funding. Provision may be delivered on an outreach basis, through day visits and short non-accredited
residental conrses. The groups that participate are chosen in conjunction with pariner organisations in response to
locally defined priotities — thus the chatacter and focus of activity vaties from pattuer to partner. This learning is
genetally, although not exclusively, non-accredited.

A second and vety significant element of the work of the Directorate is a seties of cousses delivered to accredited
trade union representatives. These courses equip trade uniondsts for their representative roles in the workplace. Trade
Union courses ate undettaken in conjunction with UNISON, the GFTU and the regional /national TUC. We have
also held very positive discussions with the PCS and FBU and are hopeful that they will become active pattners but
this provision needs ta be contained within roughly the same financial envelope. However the team are now
engaging in conversations with a range of unions, including those abowve, about the possibility of full cost work for
unjon reps and union members,

The third element of this Directorate’s provision is with externally funded activity. We currently have contracts with
Leeds & Sheffield City Councils for the provision of largely bespoke residential courses to groups and residents. In
addition, we also have a range of contracts with South Yorkshire Fire & Rescue, The Santander Foundation and The
National Lottery. Managers in the team are constantly scanaing the funding landscape to identify appropriate sources
of externial funding that fits with the mission and values of the College.

Foundation for Learning and Life Programmes

This programme area provides courses in study skills, I'T, Maths, English and functional skills as well as a varied
tange of courses in the humanities, social sciences and care related areas. The course offer is now organised so that
stadents can progress from non-accredited learning to level two and gain progression, functionat skills and FT'Q
qualifications. GCSE Maths and English also form part of the programme offer.
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Report of the members of the Board of Governors
incorporating the Operating and Financial Review
and Strategic Report

Payment Performance

The College recognises the importance of paying suppliers within reasonable timescales, and for those goods and/or
services whete factually accutate invoices are supplied aims to make payment within 3¢ days of cither the provision
of goods or setrvices or the date which the inveice is received.

Stakeholder relationships

In line with other colleges, Northern College has many stakeholdets. These include:

Stdents;

Funding agencies;

Jobcentre Plus

Local employers;

Local Authotities;

City Regions / Local Enterprise Partnerships;
'The local community;

Other FE institations;

HE institutions;

Trade unions;

Professional bodies;

Voluntary and Community Sector Organisations;
Specific Local Communities;

Social Enterprises and CCls,

OooDoOodooguooooon

The College recognises the importance of these reiationships and engages in regular communication with them
through the College Intetnet site and by meetings. The College holds an annual stakeholder conference at which it
both reports on past work and consults on future activity, The latest stakeholder conference was held on

14 September 2018.

Resources

The College has vatious resources that it can deploy in pursuit of its straregic objectives.

Physical
'The College is located within a magnificent grade one listed house, with a superh award winning Learning Resource
Centre, situated in a beautiful grade one listed garden to which College srudents have access.

People
The College employed an average of 81 people, expressed as full time equivalents, which inchades lecturing staff,
learner suppott workers and College support staff.

Repuiation
The Coliege has a good reputation, both locally and nationally, and in the last inspection, was rated as outstanding by
OFSTED in 2013/14,

Student numbers

I 20£7/18 the College delivered activity, under its adult education budget, to 2 vaine of £3,748,681 against an
allocation of £3,506,702. This represents 1,791 part-time and 56 full-time ESFA funded learners (40 were funded
through the adult learning loans facility). In additon, the College delivered provision to approximately 347 learners
funded through pattnership atrangements.
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Report of the members of the Board of Governors
incorporating the Operating and Financial Review
and Strategic Report

Student Achievements
Overall achievements at the College remain very high at 7% (2017: 96%).
Risk factors

In common with many other public sector organisations; a key factor impacting in 2017 /18 was to increase income
generation and diversity. The College is heavily reliant on ESFA income and has set a new target to strengthen the
commitment to finding additional sources of funding,

The government has expressed oa-going support for Community Learning and the work of the Specialist Designated
Institutons (which include the residential colleges).

A risk register is maintained at the College which is reviewed monthly by the College Leadership Team; texmly by the
College’s governor committees and the Board of Governors. The risk register identifies the key risks, the likelihood
of those risks occusring, their potential impact or the College and the actions being taken to reduce and mitigate the
risks. Risks are prioritised using a consistent scoring systern.,

Some of the principal tisk facrors to the College and their mitigating actions are listed below:
Funding

a In order to contirue to draw down the core ESFA funding which forms the basis of 4 majority of the
College's income, it is crucial that recruitment targets are hit, especially for the over 24 level 3 learners.

b Recruitment to ESFA targets is therefore closely monitored through the production of monthly returns to
the ESFA, regular monitering by the Senior Leadership Team and the Leadership Team and reports to
each Policy and Finance Committee.

€ 'The College aims to increase its income diversity through the development of additional funding streams
via alternative provision (e.g. HE, project funded) znd via the use of its buildings and facilities for
conferences.

Curriculum developments are monitored through a clear curriculum planning cycle which takes into account
feedback from stzkehoiders and learners and allows for the development of recruitment strategies for new and
developing areas of the custiculutn. This in turn leads to the identification of potential project funding streamns.

Accommuodation

The College’s Property Strategy, to improve sustainability and fitness for purpose of the estates, concluded in 2017,
e to the retirement of the Head of Estates and Facilities and the College’s Principal, in July 2018, a new strategy
has yet to be brought forward. Consultation with stakeholders is due to take place in late 2018 to gauge the College’s
requirements in relation to stadent mmbers, academic offering and overall strategic aims. This will assist in the
preparation of the new Estates Strategy which will look to cutline the campus requirements for the next five years.
Tn June 2018, receipt was taken of the Quingquennial Survey report for the main house, prepared by a specialist
architectural sesvice and histotic building consultancy. The report provides a thorough review of the condition of the
main house at the campus and outlines a priority list of mainrenance works that should be considered within the next
five years. The survey will form the basis of a five yeat planned rmaintenance programme running through unl 2023
However, a number of high priority wotks are indicated that require remedial works before 2019 to avoid further-
damage due to water ingress. Additionally, the report identified a number of areas within the building that required
further specialist inspection.
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Report of the members of the Board of Governors
incorporating the Operating and Financial Review
and Strategic Report

Accommedation (continued)

A major CCTV survey was undertaken in April 2018 to assess the conditon of the fou! water drainage system serving
the mair house, The foul drainage system is critical to the operation of the College and failure within the system could
result in the potential closure of the building which would require alternative accommodation to be arranged whilst
repair works are undertzken. The survey highlighted a number of issues within the system that requite remedial zepair.
Haowever, as the works are intrusive in nature and at considerzble cast the waorks have been place into abeyance until an
opportune me when impact on day to day operations and to learner experience can be minimised. A contingency plan
to over pump the system has been explored to alleviate any issues in the event of a failure.

Financial risk

The College uses financial insteaments, comprising of cash and other Hquid resources and various other items such
as trade debtors and creditors that arise directly from its operations. The main purpose of these financial instruments
is to raise finance for the College's operations. The main risk atising from the College's financial instruments is
liquidity rigk. The Senior Leadership Team review and agree policies for managing this risk and this policy has
remained unchanged from previous petiods. The College seeks to manage financial tisk by ensuring sufficient
liguidity is available to meet foreseeable needs and to invest cash assets safely and profitably. Main sources of
fimding are achieved from the ESFA by payments made through the Financial Memorandum agreement and from
Ruskin by means of bugsary payments.

Staff and Student Invoivement

The College considers good comumunication with its staff to be very important and ro this end publishes a Principal’s
Update that is available to all staff. The College contimies to encourage staff and student involvement through the
mernbership of formal committees and the Student Council and has 4 student involvement strategy whick is regulasly
updated.

Taxation

The College was not liable for any corporation tax arising out of its activites duting 2017/18,
Equality in Employment

As a Public Body, Northern College recognises the requirement ro give due regard to the need to:

*  Eliminate unlawful discrzmination, harassment and victimisation and other conduct prohibited by the Act.
+  Advance equality of opportunity between people who share a protected characteristic and those who do not.
*  Foster good relatons between people who shate a protected characteristic, and those who do not.

The College ensures this with respect to employment throngh adherence to a range of pelicies including: Equality and
Diversity, Recruitments and Selection, and Dignity ar Work. The Coliege also publishes its Equality in Employment
Report annually on its website.
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Equality and Diversity

Northern College is committed to ensuring equality of opportunity for everyone who learns, lives and works at the College.
We expect every member of the College community to promote equality of opportunity and achievement, to challenge
conditions that place anyone at a disadvantage and help to create an inclusive community in which diversity is celebrated
and valued. The College was judged to be outstanding in all areas in its last OFSTED inspecton Junc 2014) and was
commended for its approach to equality and diversity. Inspectors said that the College's "promotion of equality and diversity
in lessons was exceprional" and praised tutors for taking "every oppottunity to promote, reinforce and further develop
stadents’ understanding of equality and diversity”. They said that this, "prepares them well for ving and wortking in diverse
communities”, During 2014/15 the College continued to work on its equaiity and diversity objectives. It produced an anmuial
report on equality and diversity and published this on the College website. The College's specific commitments to students
with disabilities are set out in a student guide that is updated annually, Its commitments to all protected groups are set out in

its Single Equality Scheme which was last updated in 2015,

Safeguarding

The College is fully aware of its duty and is pro-active with regard to the Safeguarding of Children and Vulnerable
Adults and its Prevent duty in line with the Counter Terrorism and Security Act 2015.

Auditor

The auditor, Grant Thoraton UK LLP, will be proposed for reappointment in accordance with section 485 of the

Companies Act 2006,

Members of the Board of Governors

The members who served the College during the year and up to date of signature of this report were as follows:

Attendance
Date of Term of | Date of Status of Comuinittees % (Board)
appointment | office resignation | appointment served 2017 /18
Prof M Brambhall First 4 years Interest or Chair - Quality 75%
Appointed expertise televant
19.07.13 to the college
Reappointed
19.07.17
Ms A Corrigan 01.08.2018 4 years Interest or Member - Audit n/a
expertise relevant
to the college
Mt | Edwatds First 4 years Interest or Member - Policy 67%
Appointed expertise relevant | & Finance,
01.08.09 to the college Remuneration
Reappointed
28.09.17
Ms K Fleming First 4 years Interest or Member — 160%
Appointed expertise relevant | Quality, Policy &
16.03.12 to the college Finance,
Reappointed Remuneration
17.03.16 {Quality to
November 2018)
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Attendance
Date of Term of | Date of Status of Committees % (Board)
appointment | office resignation | appointment sexrved 2017/18
Dr C Forrest 01.08.2018 4 years Interest or Member — Quality | n/a
expertise relevant
to the college
Mr § Gibbins 14.12.17 Academi | 18,0518 Stadent 100%
¢ Year
Mr R Harrison First 4 years Interest or Co-chair; 100%
Appointed expertise televant | Chair - Search
27.03.01 to the college
Reappointed
19.03.15
Mr N James 13.07.17 4 years Residential, Member — Policy | 100%
Administrative and Finance,
and Support {Audit to July 18}
Tearn staff
Ms C Lawrence 12.07.18 4 years Academic/Acade 100%
mic Related Staff
Mr FLoxd First 4 years Interest or Member - 50%
Appointed expertise relevant | Remuneration
13.12.02 to the college
Reappointed
17.12.15
Mt C Macdonald Pixst 4 years Interest or Co-chair; Chair— | 100%
Appointed expertise relevant | Policy & Finance,
13.09.62 to the college Remuneration
Reappointed
19.063.15
Mr R McKenzie 17.03.16 4 years 15.03.18 Interest or 0%
expertise relevant
to the college
Ms Y Mellor 20.08.18 Bx- Principal Member — Policy n/a
officio & Finance,
Quality, Search
Clir K Richardsonn | First 4 years Interest or Vice-Chair; 50%
Appointed expertise relevant | Member — Audit
18.03.11 to the college
Reappointed
19.03.15
Mz § Schmoller 14.07.16 4 years 31.07.18 Interest or Mermber — Audit 100%
’ expertise relevant
to the college
Ms A Shiels 14.07.16 4 years Interest or Member — Policy | 75%
expertise relevant | & Finance
to the college
Ms E Stanley 16.07.15 4 years Interest and Chair — Aundit 100%

expertise relevant
to the college
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Attendance
Date of Term of | Date of Status of Committees % {Board)
appoiniment | office resignation | appointment served 2017/18
Prof T Thornton First 4 years Interést and Member — 100%
Appointed expertise relevant | Quality, Policy &
16.67.09 to the college Finance,
Reappointed Remuneration
13.67.17
Ms S Tyler 14.07.16 4 years Interest or Member — Audit 25%
expertise relevant | (Poliey & Finance
to the college to July 18, Audit
July 18 10
November 18)
Ms J Westerman 19.03.15 Ex- 31.07.18 Principal Member — Policy | 100%
{Principal} officio & Finance,
Quality, Search

At 31 July 2018 there were 15 members,

ON BEHA

Co-Chair, Board of Governors
13 December 2018
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Corporate governance statement incorporating the
statement of internal control

"The following statement is provided to enable readets of the annual report and accounts of the College to obtain a better
understanding of its governance and legal stmcture.

The College endeavours to conduct its business:

i.  inaccordance with the seven principles identified by the Commirtee on Standards in Public Life {selflessness,
integrity, objectivity, accountability, openness, honesty and leadership);

fi. in full accordance with the guidance to colleges from the Association of Colleges in The Code of Good
Goverpance for English Colleges {(“the Code™); and

iii. having due regard to the UK Corporate Govesnance Code ("the Code™) insofar as it is apphcab]e to the further
education sectot.

The College is committed to exhibiting best practice in all aspects of corporate governance and in particular the College
has adopted and complied with the Code of Good Governance for English Colleges. We do not cotnply with the UK
Corporate Gavernance Code. However, we have reported on our Cosporate Governance arrangements by drawing
upon best practice available, including those aspects of the UK Corporate Governance Code we consider to be relevant
to the further education sector and best practice.

In the opinion of the Governors, the College complies with all the provisions of the Code of Good Governance for
English Colleges, and it has complied throughout the year ended 31 July 2018. The Governing Body recognises that, as a
body entrusted with both public and private funds, it has a particular duty to observe the highest standards of corporate
governance at all times.

The Corporation

The composition of the Board of Governors is set out on pages 9 and 11. Tt is the Board of Governors'
responsibility to bring independent judgement to bear on issues of sttategy, performance, resources and standards of
conduct.

The Board of Governors is provided with regular and timely information on the overall financial performance of the
College together with other information such as performance against funding targets, proposed capital expendirute,
quality matters and personnel-related matters such as health and safety and environmental issues. The Board of
Governors meets four times per year.,

The Board of Governors conducts its business through a number of cormmittees, Each committee has terms of
reference, which have been approved by the Boazd of Governors. These committees are: Policy and Finance,
Remunerztion, Search, Quality and Audit.

All governots age able to obrain independent professional advice in fartherance of their duties ar the College's
expense and have access to the Cletk to the Governots, who is responsible to the Board for ensuting compliance
with all applicable procedures and regulations. The appointment, evaluation and removal of the Clerk are matters for
the Board of Governors as 4 whole.

Formal agendas, papers and teports are supplied to governors in a timely manner, prior to meetings. Briefings are
also provided on an ad hoc basis. With the exception of those deemed to be confidentiat by the Board of Governots
minutes of the meetings are available from the Cletk to the Govemnors at the College address and are published on
the college website.

The Corporation carried out a self-assessment of its own petformance for the year ended 31 July 2018 which was
considered by the Board of Governors at #s meeting in December 2018, the reporr assessed the College’s
governance against the OFSTED common inspection framework (CIF). No areas for concern were identified. A
quality improvement plan addressing azeas identified for further development will be implemented during 2018/19.

The Board of Governors has a strong and independent non-executive element and no individua! or group dominates
its decision-making process. The Board of Governors considers that each of its non-executive members is
independent of management, and free from any business or other telationship which could materially interfere with
the exercise of their independent judgement.
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Corporate governance statement incorporating the
statement of internal control

There is a clear division of responsibility in that the roles of the Chait of the Board of Governors and Principal of
the College are separate.

Appointments to the Board of Governors

Any new appointments to the Board of Governors are a matter for consideration of the Board of Governors as 2
whole. The Board of Governors has a Search Committee comprising between three and five members, which is
normally responsible for the selection and nomination of any new metmber for the Board of Governors’
consideration. The Board of Governors is responsible for ensuring that appropriate training is provided as required.
Membets of the Board of Governors are appointed for a term of office not exceeding four years.

Remuneration Committee

Throughout the year ended 31 July 2018 the College's Remuneration Comumittee comprised five members. The
committee's responsibilities are to make recommendations to the Board on the remuneration and benefits of the
Principal and other senior post holders and the pay awards of all staff. The Committee met on 28 September 2017,
8 February 2018 and 21 June 2018. Recommendations regarding pay awards were made to the Board of Governots
at its meetings oa 14 December 2017 and 12 July 2018,

Details of remuneration for the year ended 31 July 2018 are set out in note 8 to the financial sratements.
Audit Committee

The Audit Committee’s purpose is to advise the Board of Governors on the adequacy and effectiveness of the
College's systems of internal control and its arrangements for sisk management, control and governance processes.

"The Audit Committee rmeets on a termly basis and provides a forum for reporting by the College's internal and
financial staternent auditors, who have access to the committee for independent discussion, without the presence of
College management. The committee also receives and considers teports from the Education and Skills Funding
Agency as they affect the College's business.

The College's internal auditors monitor the system of internal control, risk management controls and governance
processes in zccordance with an agreed plan of input and report their findings to management and the Audit

Comumittee.
Management is responsible for the implementation of agreed audit recommendations and that internal audit
undertake periodic follow-up reviews to ensure such recommendations have been implemented.

The Audit Committee also advises the Board of Governors on the appointment of intetnal and financial staternents
auditors and their remuneration for both audit and non-audit work.

During 2017/18 the Audit Committee comprised of four members of the Board of Governors and two other co-
opted members: Ms Ann Corsigan and Mr Glen Sheppard. Membetships excluded the Principal, Chair of the board
of Governors and members of the Policy and Finance Comunittee. The Committee operated in accordance with
written terms of reference approved by the Board of Govermnors.

Internal Control

Scope of Responsibility

The Board of Governors is ultimately responsibie for the College's system of internal control and for reviewing its
effectiveness. However, such a system is designed to manage, rather than eliminate, the risk of failure to achieve
business objectives and can provide only reasonable and not absolute assurance against material misstatement ox
loss.
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Corporate governance statement incorporating the
statement of internal control

"The Board of Governors has delegated the day-to-day responsibility to the Principal, as Accounting Officer, for
maintaining a sound system of internal control that supports the achievement of the College's policies, aims and
objectives, whilst safeprarding the public funds and assets for which she is personally responsible, in accordance with
the respensibilities assigned to her in the Financial Memorandum between the College and the Education 2nd Skills
Funding Agency. She is also respensible for reporting to the Board of Governors any material weaknesses oz
breakdowns in internal control.

The purpose of the system of internal control

The system of internal control is designed to manage risk to a reasonable level vather than to elininate all risk of
faiture ro achieve policies, aims and objectives; it can therefore only provide reasonable and not absolute assurance
of effectiveness, The system of internal control s based on an ongoing process designed to identify and prioritise the
tisks to the achievement of Callege policies, aims and objectives, to evalvate the Hkelihood of those risks being
realised and the impact should they be realised, and to manage them efficiently, effectively and economically. The
systern of internal control has been in place in Northern Coliege fot the year ended 31 July 2018 and up to the date
of apptoval of the annual report and aceounts.

Capacity to handle risk

The Board of Governors has reviewed the key risks to which the College is exposed, together with the operating,
financial and compliance controls that have been implemented to mitigate those risks. The Board of Governors is of
the view that there is a formal ongoing process for identifying, evaluating and managing the College's significant risks
that has been in place for the period ended 31 July 2018 and up to the date of approval of the annual report and
accounts. This process is regularly reviewed by the Board of Governors. ‘

The risk and control framework

The system of internal control is based on a framework of regular management information, administrative
procedures inchuding the segregation of duties, and a system of delegation and accountability. In particular, it
includes:

. comprehensive budgeting systems witl: an annuel budget, which is reviewed and agreed by the Governing
Body
. regular review by the Governing Body of periodic and anrual financial reports which iadicate financial

performance against forecasts

. setting targefs to measure financial and other performance
= clearly defined capital investment control guidelines
- the adoption of formal project management disciplines, where appropriate.

The College has an internal audit sexvice, which operates in accordance with the requirements of the ESFA’s Post 16

- Audit Code of Practice. The work of the internal andit service is informed by 2n analysis of the risks to which the
College is exposed, and annual internal zudit plans are based on this analysis. The analysis of tisks and the internal
andit plans are endotsed by the Board of Governors on the recommendation of the Audit Committee. As a
minimum, annually, the Head of Taternal Audit (HIA) provides the Governing Body with a repozt on internal audit
activity in the College. The report includes the HIA's independent opinion on the adequacy and effectiveness of the
Cotlege's system of risk management, controls znd governance processes.
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Corporate governance statement incorporating the
statement of internal control

Review of effectiveness
As Accounting Officer, the Principal has respossibility for reviewing the effectiveness of the system of internal
control. The Principal’s review of the effectiveness of the system of internal control is informed by:

= the work of the internal auditors

" the work of the executive managers within the College who have responsibility for the development and
maintenance of the internal control framework

] comments made by the College's financial staternents auditors and the reporting accountant for
regularity assurance in theit management letters and other reports.

The Principal has been advised on the implications of the result of her review of the effectiveness of the system of
internal control by the Audit Committee which oversees the work of the internal anditor. A plan to address
weaknesses and ensute continuous improvement of the system has been put in place.

The Senior Leadership Team receives reports setting out key performance and 1isk indicators and considers possible
conttol issues brought to their attention by ealy warning mechanisms, which are embedded within the departments
and reinforced by tisk awareness training. The Sendor Leadership Team and the Andit Committee also receive regular
reports from internal audit, which inclnde recommendations for improvement. The Audit Committee's role in this
area is confined to a high-level review of the arrangements for internal conttol. The Board of Governor's agenda
includes a regular item for consideration of risk and control and receives reports thereon from the Senior Leadership
Teatn and the Audit Committee. The emphasis is on obtaining the relevant degree of assurance and not merely
repotting by exception. At its December 2018 meeting, the Board of Governors will carey out the annual assessment
for the year ended 31 July 2617 by considering documentation from the Senior Management Team and internal
audit. '

Going concern

The College is teporting a net asset, after the pension provision of £1,658,000; and a net asset of £4,162,000 prior to
the pension provision. The College has achieved strong surpiuses for a number of years which has resulted in cash
balances and short term investments of 3,524,600, borrowings of less than 0.2% and an ESFA financial health
rating of good or outstanding.

Therefore, the Board of Governars considers that the College has adequate resources to continue in operational
existence f#Fyhe foreseeable future. For this reason, it continues to adopt the going concesn basis in preparing the

Co-Chait, Board of Goverfiors Y Mellor - Principal
13 December 2018 13 December 2018
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Corporate governance statement incorporating the
statement of internal control

Govemning Body's statement on the College’s regularity, propriety and compliance with
Funding body terms and conditions of funding

The Cotporation has considered its responsibility to notify the Education and Skills Funding Agency of marerial
irregularity, impropriety and non-compliance with Education and Skills Funding Agency terms and conditions of
funding, uader the financial memorandum in place between the College and the Education and Skills Funding
Agency. As part of its consideration the Corporation has had due regard to the requirements of the financial
memorandm.

We confirm on behalf of the Corporation that after due enquiry, that to the best of its knowledge, the Corporation
believes it is able to identify any material irregalar or improper use of funds by the College, or material non-
compliance with the Education and Skills Fuading Agency's terms and conditions of funding under the College's
financial memorandum.

We further confirm that no instances of material itregulasity, impropriety ox funding non-compliance have been
discovered to dare. If any instances are identified after the date of this statement, these will be notified to the
Educatio Skills Funding Agency.

Co-Chawe®oatd of Governors ¥ Mellor - Principal
13 December 2018 13 December 2018
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Statement of governing body’s responsibilities

Members' responsibilities for the financial statements

The members (who are also the directors for the purposes of company law) of the College’s governing body are
required to present audited financial statements for each financizl year in accordance with applicable law and

regulations.

Under Company Law and within the terms and conditions of the Financial Memorandum agreed between the ESFA
and the Cotporation of the College, the Corporation, through its Principal, is required to prepare financial statements
for each financial year in accordance with the 2015 Statoment of Recommended Practice — Aeconnting for Further and Higher
Edycation, the Accounts Direction 2016 to 2017 issued by the ESFA and with the Companies Act 2006, and which
give a true and fait view of the state of affairs of the College and the result for that year.

In preparing the financial statements, the members of the College’s governing body are required to:

- select suitable accounting policies and apply them consistently

= make judgements and estimates that are reascnable and prudent

= state whether applicable Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements

] prepate financial statements on the going concern basis, unless it is inappropriate to assume that the

College will continue in operation.

"The membess of the College’s governing body are also required to prepare a Report of the members of the Board of
Govesnors incorporating the strategic report which describes what it is trying to do and how it is going about it,
including the legai and administrative status of the College.

The members of the College’s govesning hody are responsible for keeping proper accounting records which disclose
with reasonable accuracy, at any time, the financial posidon of the College, and which enable it to ensure that the
financial statements are prepared in accordance with the relevant legislation of incorporation, the Companies Act
2006 and other relevant accounting standards, They are responsible for raking steps that are reasonably open to it in
order to safeguard the assers of the College and to prevent and detect fraud and other irregularities.

The maintenance and integtity of the College website is the zesponsibility of the members of the College’s governing
body; the work carried out by the auditor does not involve consideration of these matters and, accordingly, the
auditor accepts no responsibility for any changes that may have occurred to the financial statements since they were
initially presented on the website. Legislaton in the United Kingdom governing the preparation and dissemination of
financial statements may differ from legislation in other jurisdictions.

Members of the College’s governing body are responsible for ensuring that expendituze and income are applied for
the purposes intended by Parliament and that the financial transactions conform to the authorities that govera them.
In addition, they are responsible for ensuring that funds from the ESFA are used only in accordance with the
Financial Memorandum with the ESFA and any other conditions that the ESFA may prescribe from time to time.
Members of the College’s governing body must ensure that there are approptiate financial and management controls
in place in order to safeguard public and other funds and to ensure they are used properly. In addition, members of
the College’s governing body are responsible for securing economical, efficient and effective management of the
College's resources znd expenditure, so that the benefits that should be detived from the application of public funds
by the ESFA are not put at #isk. '

Approved by order of the members of the College’s governing body on 13 December 2018 and signed on its behalf
by:

Signed haif of the Board of Governors

Co-Chair, Board of Governors




i8

GrantThornton

Independent auditor’s report to the members of The
Northern College for Residential Adult Education Limited

Opinion

We have audited the financial statements of The Northern College for Residential Adult Education Limited {the
‘College’) foz the year ended 31 July 2018 which comprise the statement of comprehensive income, the statement of
changes if reserves, the balance sheet, the statement of cash flows and notes to the financial statements, including a
summary of significant accounting policies. The financial reporting framework that has been applied in their
preparation is applicable law ard United Kingdom Accounting Standards, including Financial Reporting Standard
102; The Financial Reposting Standard applicable in the UK and Republic of Eeland (United Kingdom Generally
Accepted Accounting Practice).

In our opinion the financial statements:

" give a true and falt view of the state of the College's affairs as at 31 July 2018 and of its surplus of income
over expenditure for the year then ended;

. have been properly prepared in accordatice with United Kingdom Generally Accepted Accounting
Practice;

- have been prepared in accordatice with the Staternent of Recommended Practice - Accounting for
Further and Higher Education issued in Mazch 2014 and any subsequent amendments; and

. have been prepared in accosdance with the requirements of the Companies Act 20006.

Basis for opinion

We conducted our zudit in accordance with International Standards on Aunditing (UK) (ISAs (UK)) and applicable
lew. Our respounsibilities under those standards are further described in the Auditor’s responsibilities for the audit of
the financial statements section of our report. We are independent of the College in accordance with the ethical
requirements that are relevant to our audit of the financial statements in the UK, including the FRC’s Ethical
Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe
that the audit evidence we have obtained is sufficient and appropsiate to provide a basis for our opinion.

Who are we reporting to

"This repott is made solely to the College's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006, Our audit work has been undertaken so that we might state to the College's members those
matters we are required to state to it iz an auditor's report and for no other purpose. To the fullest extent permitted
by law, we do not accept or assume responsibility to anyone other than the College and the College's members as a
body, for our audit work, for this report, ot for the opinions we have formed.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to repost
to you where:

- the members of the College’s Govetning Body’s use of the going concern basis of accounting in the
preparation of the financial statements is not appropriate; or
Ll the members of the College’s Governing Body have not disclosed in the financial statements any identified

material uncertainties that may cast significant doubt about the Coilege’s ability to continue to adopt the
going concern basis of accounting for a period of at least twelve months from the date when the financial
statements are authorised for issue,
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Independent auditor’s report to the members of The
Northern College for Residential Adult Education Limited

Other information

The members of the College’s Governing Body ate tesponsible for the other information. The other information
comprises the infosmation included in the annual seport, set out on pages 1 to 17 other than the financial statements
and our auditor’s teport thereon. The members of the College’s Governing Body are responsible for the other
information. OQur opinion on the financial statements does not cover the other information and, except to the extent
otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon. In connection
with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the firancial statements or our knowledge
ohtained in the audit or otherwise appears to be matesially misstated. If we identify such material inconsistencies or
apparent material misstatements, we are required to determine whether there is a material misstatement in the
financial statements or 2 material misstatement of the other information. If, based on the work we have performed,
we conclude that there is 2 material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

x the information given in the Report of the members of the Board of Governors, incorporating the Strategic
Repoct, for the financial year for which the financial statements are prepared is consistent with the financial
statements; and

bl the Report of the members of the Board of Governors, incorporating the Strategic Repott, has been
prepared in accordance with applicable lepal requirements.

Matter on which we are required to report under the Companies Act 2006

In the light of the knowledge and understanding of the College and its environment obtained in the course of the
audit, we have not identified material misstatements in the Report of the members of the Board of Governors,
incorporating the Steategic Report.

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 and the Post-16 Audit
Code of Practice 2016 to 2017 issued by the Skills Funding Agency and Education Funding Agency requires us to
report to you if, in our opinion:

= adequate accounting recosds have not been kept by the College, or returns adeguate for our audit had
not been received from branches ot visited by us; or

Ll the College financial staternents are ot i agreemnent with the acconnting records and returns; or

= cereain disclosures of the members of the Governing Body’s remuneration specified by law are not made;
ot

. we have not received 2ll the information and explanations we require for our audit.
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Independent auditor’s report to the members of The
Northern College for Residential Adult Education Limited

Responsibilities of the members of the College’s Governing Body

As explained more fully in the Statement of governing body’s responsibilities set out on page 17, the members of the
College’s Governing Body (who ate also the directors of the charitable company for the purpose of company law)
are responsible for the preparation of financial statements and for being satisfied that they give a true and fair view,
and for such internal conirol as the members of the College’s Governing Body determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the members of the College’s Governing Body are responsible for assessing the
College’s ability to coatinue as a going concern, disclosing, as applicable, tnatters relating to going concern and using
the going concern besis of accounting unless the members of the College’s Governing Body either intend to liquidate
the College or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

QOur objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or ecror, and to issue an auditor’s report that includes our opinion.
Reasonable assusance is a hiph level of assurance, but is not 4 guarantee that an zudit conducted in accordance with
ISAs (UK will always detect a material misstatement when it exists.

Misstatements can arise from fraud or etror and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements,

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Couacil’s website at: www.frc.ozg.uk /auditorsresponsibilities. This description forms part of cor anditor’s
report.

pi 4~

Michael Redfern

Senior Statutory Auditor

for and on behalf of Grant Thoraton UK LLP
Statutory Aunditor, Chartered Accountants
Sheffield

13 December 2018
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GrantThornton

Reporting accountant’s assurance report on regularity
to the corporation of The Northern College for
Residential Adult Education Limited and Secretary of
State for Education acting through the Department for
Education (‘the Department’)

In accordance with the terms of our engagement letter dated 9 October 2018 and further to the requirements of the
financial memorandum with the Skiils Funding Agency we have carried out an engagement to abtain limited assurance
about whether anything has come to out attention that would suggest that, in all material respects, the expenditure
dishbursed and incorme received by The Notthern College for Residential Adult Education Limited during the period

1 August 2017 to 31 July 2018 have not been applied to the purposes identified by Patliament and the financial
transactions do not conform to the authorities which govern them.,

The framework that has been applied is set out in the Post-16 Audit Code of Practice (‘the Code”) issued by the
Department. In line with this framework, our work has specifically not considered income received from the main
funding grants generated through the Individualised Learner Record (ILR) returns, for which the Department has other
assurance arrangements in place.

This report is made solely to the cotporation of The Northern College for Residential Adult Education Limited, as a
body, and the Department, as 2 body, in accordance with the terms of our engagement letter. Our work has been
undertzken so that we might state to the corporation of The Northern College for Residential Adult Education Limited
and the Department those matters we are required to state in a limited assurance report and for no other purpose. To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the cotporation of
The Northern Coliege for Residential Adult Education Limited, as a body, and the Departiment, as a body, for our work,
for this report, or for the conclusion we have formed.

Respective responsibilities of The Northern College for Residential Adult Education
Limited and the reporting accountant '

The corporation of The Northern College for Residential Adult Education Limited is responsible, under the
requirements of the Further and Higher Education Act 1992, subsequent legislaton and related regulations and
guidance, for ensuring that expenditure disbursed and income received is applied for the purposes intended by
Parliament and the financial transactions conform to the authotities which govern them.

Our responsibilities for this engagement are established in the United Kingdom by our profession’s ethicai guidance and
are to obtain limited assurance and report in accordance with our engagement letter and the requirements of the Code.
We repozt to you whether anything has come to our attention in carrying out our work which suggests that, in &l
material respects, expenditure disbursed and income received during the period 1 August 2017 to 31 July 2018 kave not
been applied to purposes intended by Pacliament or that the financial transactions do not conform to the authorities
which govern them,
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Reporting accountant’s assurance report on regularity
to the corporation of The Northern College for
Residential Adult Education Limited and Secretary of
State for Education acting through the Department for
Education (‘the Department’)

Approach

We conducted our engagement in accordance with the Code issued by the Department. We pecformed a limited
assurance engagement as defined in that framework,

The objective of 2 limited assurance engagement is to perform such procedures as to obtain information and
explanations in order to provide us with sufficient appropriate evidence to express a negative conclusion on regularity.

A Jimited assurance engagement is more limited in scope than a reasonable assurance engagement and consequently does
not enable us to obtain assurance that we would become aware of all significant matters that might be identitied in a
reasonable assurance engagement. Accordingly, we do not express a positive opinior,

Our engagement includes examination, on a test basis, of evidence relevant to the regularity of the College’s income and
expenditure.

The work undertzken to deaw our coaclusion includes:

e anassessment of the risk of material irregularity and impropriety across the College’s activities;

o evaluation of the processes and controls established and maintained in respect of regularity and propriety for
the use of public funds through observation of the arrangements in place and enquiries of maragement;

s consideration and cortoboration of the evidence supporting the Accounting Officer’s statement on regularity,
propriety and compliance and that included in the self-assessment questionnaire (SAQ); and

o limited testing, on a sample basis, of income and expenditare for the areas identified as high risk and included
on the SAQ.

Conclusion

In the course of our worl, nothing has come to our attention which suggests that, it all material respects, the
expenditure disbursed and income received during the perfod 1 August 2017 to 31 July 2018 has not been applied to
pusposes intended hy Parlizment and the financial transactions do not conform to the authosities which govern them.

Ly e (e s

Grant Thoenton UK LLP
Chartered Accountants
Sheffeld

13 December 2018
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Statement of comprehensive income

Income

Tunding body grants

Tuition fees and education contracts
Resecarch grants and contracts
Other income

Investment income

Dogations

Total income

Expenditure

Staff costs

Exceptional restructuring costs
Other operating expenses

Depreciation
Interest payable and other finance costs

Total expenditure

Surplus for the year retained within general reserves
Actuarial gain in respect of pension schemes

Total comptehensive income for the year

The statement of comprehensive income is in respect of continuing activities.

Note

~ Ut R N

Z3

2018 2017
£'000 £/000
4,476 4,830

348 426
12 53
265 259
15 14
15 28

5,131 5,610

3,123 3,148

- 19
1,603 1,701
275 310
9 112
5,097 5,290
34 320

1,173 426
1,207 746

The accompanying accounting policies and notes form an integral part of these financial statements,
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Financial statements for the vear ended 31 July 2018

Statement of changes in reserves

Balance at 1 August 2016

Surplus from the Income and expenditure account
Other comprehensive income

Total comptehensive income for the yeasr

Transfers between Capital account and Income and expenditure
account

Balance at 31 July 2017

Surplus from the Income and expenditure account
Othet comprehensive income
Total comprehensive income for the year

Transfers between Capital account and Income and expenditure
account

Balance at 31 July 2018

24

Income and Designated
expenditure capital

account reserve Total

£'000 L'o00 £'000

(1,387) 1,592 (205)

320 - 320

426 - 426

746 - 746

81 {81) -

(1,060) 1,511 451

34 ; 34

1,173 . 1,173

1,207 - 1,207

48 (48) ;

195 1,463 1,658

The accompanying accounting policies and notes form an integral part of these financial staternents.
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Financlal statements for the year endod 31 July 2018

Balance sheet

Note
MNon-current assets
Tangible fixed assets 14
Current assets
Debtors 15
Investments 16
Cash at bank and in hand 24
Less: Creditors: arnounts falling due within one year 17
Net current assets
Total assets less current liabilities
Creditors: amounts falling due after more than one year 18
Provisions
Defined benefir obligations 23
Othet provisions 20

Total net assets

Untresiticted reserves
Incotne and expenditure account

Designated capital reserve
Total funds
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2018 2017
£'000 £000
2,335 2477

216 328
2,284 2,281
1,240 914
3,740 3,523

(806) (802)
2,934 2,721
5,269 5,198

(783) (881)

(2,504) (3,531)

(324) (335)
1,658 451

195 (1,060)
1,463 1,511
1,658 451

The financial statements on pages 23 to 44 were approved and authorised for issue by the Board of Governors on

ber 2018 and were signed on its behalf by:

Company mumber: 01339524

The accompanying accounting policies and notes form an integral part of these financial statements.




The Northern College for Residential Adult Education Limited
Financial statements for the yvear ended 37 July 2018

- Statement of cash flows

Cash inflow from operating activities
Surplus for the year

Adjustment for non-cash items

Depreciation

Decrease/ (increase) in debtors

Increase/ (decrease) in creditors due within one year
Decrease in creditors due after one year
(Decrease)/increase in provisions

Pension cost

Contibutions paid

Adjustments for investing or financing activities
Investiment income

Interest payable

Net cash inflow from operating activities

Cash flows from investing activities
Investment incotne

New deposits
Payments made to acquire fixed assets

Cash flows from financing activities
Repayments of amounts borrowed

Increase /(decrease) in cash and cash equivalents in the year
Cash and cash equivalents beginning of the year

Cash and cash equivalents at end of the year
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2018 2017
£'000 £'000
34 320
275 310
112 (42)
13 (55)
(89) (95)
(19) 2
324 290
(266) (354)
(15) (14)
96 12
465 474
15 14
3 (370)
(133) (124)
(121) (480)
(18) (19)
(18) (19)
326 (25)
914 939
1,240 914

The accompanying accounting policies and notes form an integral part of these financial statements,
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Notes to the financial statements

Statement of accounting policies and estimation techniques

The following accounting policies have been applied consistently in dealing with items which are considered material
in relation to the financial statements.

Basis of preparation

These financial statements are prepared in accordance with the Statement of Recommended Practice (SORP):
Accounting for Further and Higher Education 2015 (the 2615 FE HE SORP), The Cotlege Accounts Direction for
2017 to 2018 and in accordance with Financial Reporting Standard 102 — "The Financial Reporting Standard
applicable in the Unired Kingdom and Republic of Ireland” (FRS 102). The College is a public benefit entity and has
therefore applied the relevant public benefit requirements of FRS 102.

The preparation of financial statements in compliance with FRS 102 requires the use of certain critical accounting
estinmates. 1¢ also requires management to exercise judgement in applying the College's accounting policies.

The financial statements are presented in Sterling {f}.

Going concern

The College is reporting a net asset, after the pension provision of £1,658,000; and a net asset of £4,162,000 prior to
the pension provision. The College has achieved strong surpluses for a number of years which has resulted in cash
balances of £3,524,000, bottowings of less than 1% and an ESFA financial health rating of good or outstanding,

The College’s forecasts and financial projections indicate that it will be able to operate for the foreseeable fumre.
Therefore, the Board of Governors considers that the College has adequate resources to continue in operational
existence for the foreseeable futare. For this reason, it continues to adopt the going concetn basis in preparing the
financial statements.

Recognition of income .
Income for mition fees is recognised in rthe petiod which it is received and includes all fees chargeable to students or
their sponsots.

Income from research grants, contracts and other services rendered is included to the extent of the completion of
the contract or service concetned. This is generally equivalent to the sum of the relevant expenditure incurred during
the year and any related contributions towards overhead costs. All income from short-term deposits is credited to the
income and expenditure account in the period in which it is earned.

Income {rom specific endowments and donations is included to the extent of the relevant expenditure incarred
duting the yeat, together with any related contributions towards overhead costs.

The recurrent grants from the ESFA represent the funding allocations attributable to the current financial year and
are credited direct to the income and expenditure account. Recurrent grants are recognised in line with planned
activity. Any under-achievement against this planned activity is adjusted in the year and is reflected in the line of the
recurrent grant recognised in the income and expenditure accouat.

Non-recutrent grants from the Funding Council {currently the ESFA), or other bodies, received in respect of the
acquisition or construction of fixed assets are treated as deferred capital grants and amortised in line with
depreciation over the life of the assets.

Maintenance of premises

The College has a five year rolling long-term maintenance plan, which forms the basis of the on-going maintenance
of the estate. The cost of long-tetm and routine cortective maintenance is charged to the income and expenditure
account in the petiod it is incurred,
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Statement of accounting policies and estimation techniques {continued)

Accounting for post-employment henefits

Post-employment benefits to employees of the College are provided by the Universities' Superannuation Scheme
(USS) and the South Yorkshire Pensions Anthority (SYPA). These are defined benefit schemes which are externally
funded and contracted out of the State Second Pension.

Contributions to the Universities' Superannuation Scheme are charged to the income and expenditure account so as
to spread the cost of pensions over employees’ working lives with the College in such a way that the pension cost is a
substantially leve! percentage of current and future pensionable payroli, Contributions to the scheme are determined
by qualified actuzries on the basis of triennial valuations, using the projected unit method.

The USS is a multi-employer scheme and the College is unable to identify its share of the underlying assets and
liabilities of the Scheme on a consistent and reasonable basis. ‘The USS is therefore treated as 2 defined contribution
scheme and the contributions recognised zs they are paid each year. A liability is recorded within provisions for any
contractual commitment to fond past deficits within the USS scheme.

The LGPS is a funded scheme. The assets of the LGPS are measured using closing fair values. LGPS liabilities are
measured using the projected vnit credit and discounted at the current rate of return on a high quality corporate
bond of equivalent texm and currency to the liabilities. The actuatial valnations are obtained at least triennially and
are updated at each balance sheet date. The amounts charged to operating surplus are the current sexvice costs and
the costs of scheme introductions, benefit changes, settfements and curtailments. They are included as part of staff
costs as incurred. i

Nert interest an the net defined benefit liability/asset is also recognised in the Income Sratement and comprises the
interest cost on the defined benefit obligation and interest income on the scheme assets, calculated by multiplying
the fair value of the scheme assets and the defined benefit obligation at the beginning of the period by the rate used
to discount the benefit obligations.

The difference between the interest income on the scheme assets and the actual return on the scheme assets together
with other actuarial gains and losses are recogrdsed immediately in other comprehensive income.

- Actuarial gains 2nd losses ate recognised immediately in actuarial gains and losses.

Short term Employment benefits

Short term employment benefits such as salardes and compensated absences (holiday pay) are recogpised as an expense
in the vear in which the employees render service to the College. Any unused benefits are accrued and measured as the
additional amount the College expects to pay as a tesult of the unused entitlemear.

Enhanced pensions :

The actual cost of any enhanced ongoing pension to a formez member of staff is paid by the College annually. An
estimate of the expected futvre cost of any enhancement to the ongoing pension of a former member of staff is
charged in full to the College's income and expendirure account in the year that the imember of staff retires. In
subsequent years a charge is made to provisions in the balance sheet using the enhanced pension spreadsheet
provided by the funding bodies.

Tangible fixed assets

Freehold land and buildings

As no consideration was paid for the main property and because the College only has a right to retain the property
whilst it continues to provide education, the Governing Body consider that it is not appropriate to recognise any
valae for the property and land surrounding it. Improvements made to the property and buildings built by the
College are included at cost.

§
;
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Statement of accounting policies and estimation techniques (continued)

An assessment by Knight Frank of the hypothetical market rental value of the Main House indicates that immediate
repairs required to its structure together with the ongeing running and maiatenance costs to be hotne by the College
are sufficiently onerous that the property would be unlikely to let on the apen market and if so would attain no more
than a nominal rental.

The College's other buildings are specialised buildings and therefore it is not appropriate to value thenz on the basis
of apen market value. Other land and buildings aze included in the balance sheet at cost. Other freehold land is not
depreciated. Other freehold buildings are depreciated aver their expected useful economic Lfe to the College of 50
years.

Where land and buildings are acquited with the aid of specific prants they are capitalised and depreciated as above.
The related grants ave credited to a deferred income account within creditors and are released to the income and
expenditure account over the expected useful economic life of the related asset on a basis consistent with the
depreciation policy. The defetred income is allocated between creditors dve within one year and those due after
more than cne yeat.

Finance costs which are directly attributable to the construction of land and buildings are not capiraiised as part of
the cost of those assets.

Subsequent expenditure on existing fixed assets
Where significant expenditure is incutred on tangible fixed assets after initial purchase it is charged to the income
and expenditure account in the peziod it is incurred, unless it increases the future benefits to the College, in which

case it is capitalised and depreciated on the relevant basis.

Equipment and improvements to property

Equipment costing less than £1,500 per individual item is written off to the income and expenditure account in the
quip g p dua O ! 2 p

year of acquisition, All other equipment is capitalised at cost. Capitalised equipment is depreciated over its useful life

as follows:

Equipment 5%-33% per annum
Improvements to property 2%0-20% per anmutn
Motor vehicles 14%-25% per annum

Where equipment is acquired with the aid of specific grants it 15 ;:apita]jscd and depreciated in accordance with the
zbove policy, with the related grant being credited to a deferred income account within credirors and released to the
income and expenditure account over the expected useful economic life of the related equipment.

A review for impairment of a fixed asset is carried out if events or changes in circumstances indicate thar the carrying
value of any fixed asset may not be recoverable. Shortfalls betwveen the carrying value of fixed assets and their
recoverable amounts are recognised s impatements. Impairment losses are recognised in the Statement of
Comprehensive Income and Expenditure.

Investments
Investments that aze not listed on a recognised stock exchange are held as current asset instruments and are carried
at historical cost less any provision for impairment in their value.

Cash and cash equivalents
Cash includes cash in hand and deposits repayable on demand. Deposits are repayable on demand if they are in
practice available within 24 hours without penzlty.

Cash equivalents are short tetmn, highly liquid investments that are readily convertible to known amounts of cash
with insignificant risk of change in value. An investment gualifies as a cash equivalent when it has a matucity of 3
months or less from the date of acquisition.
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Statement of accounting policies and estimation techniques (continued)

Taxation
The College is considered to pass the tests set out in Paragraph 1 Schedule 6 Finance Act 2010 and as such is a
charitable company within the meaning of Finance Act 2010.

Accordingly, the College is potentially exempt from taxation in respect of income of capital gains received within
categories covered by Sections 478-488 of the Corporation Tax Act 2010 or section 256 of the Taxation of
Chargeable Gains Act 1992, to the extent that such income or gains are applied to exclusively charstable purposes.

The College receives no simitar exempton in respect of Value Added Tax, For this reason, the College is generally
unable to recover input VAT it suffers on goods and services purchased. Non pay expenditure is therefore shown
inclusive of VAT with any partial recovery netted off these figures.

Provisions

Provisions are recoghised when the College has a present legal or constructive obligation as a result of a past event, it
is probabie that a transfer of economic benefit will be required to settle the obligation and a reliable estimate can be
made of the amount of the obligation,

Leased assets
Leasing apteements that transfer to the College substantially 2]l the benefirs and risks of ownership of an asset are
treated as finance leases.

Assets held under finance leases ate recognised initially at the fair value of the leased asset (or, if lower, the present
value of minitoum lease payments) at the inception of the lease. The corresponding lability to the lessor is included
ir: the balance sheet as a finance lease obligation. Assets held under finance leases are included in tangible fixed assets
and depreciated and assessed for impairment losses in the saime way as owned assets.

Minimum lease payments are apportioned between the finance charge and the reducton of the outstanding liability.
The finance charges are allocated over the period of the lease in proportion to the capital element outstanding,

Financial liabilities and equity
Financial lizbilities and equity are classified according to the substance of the financial instrument's contractual
obligations, rather than the financial instrument's jegal form,

All loans, investments and short term deposits held by the Group are classified as basic financial insttuments in
accordance with FRS 102. These instruments are initially recorded at the transaction price less any transaction costs
{historic cost}. FRS 102 requires that basic financial instruments are subsequently measured at amortised cost,
however the College has calculated that the difference between the historical cost and amortised cost basis is not
material and so these financial instraments are stated on the balance sheet at historical cost. Loans and investments
that are payable ot receivable within oge year are not discounted.

Agency arrangements

The College acts as an agent in the collection and payment of discretionary leatner support funds. Related payments
received from the Educaton and Skills Funding Agency and subsequent disbursements to students are excluded
from the income and expenditure of the College where the College is exposed to minimal risk or enjoys minimal
economic benefit related to the transaction. This is shown separately in note 10.
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Statement of accounting policies and estimation techniques (continued)

Judgements in applying accounting policies and key sources of estimation uncertainty
In preparing these financial statements, management have made the following judgements:

Determine whether leases entered into by the College either as a lessor or a lessee are operating or finance
leases. These decisions depend on an assessment of whether the risk and rewards of ownership have been
transferred from the lessor to the lessee on a lease by lease basis.

Determine whether there ate indicators of impairment of the group's tangible assess, including goodwill
Factors taken info consideration in reaching such a decision include the economic viability and expected
future financial performance of the asset and where it is a component of a lagger cash-generating unit, the
viability and expected future performance of thar unit.

Other key sources of estimation uncertzinty:

Tangible fixed assets

Tangible fixed assets, other than investment properties, are depreciation over their useful lives taking into
account residual values, where appropriate. The actaal lives of the assets and residual values are assessed
annually and may vary depending on a number of factors. In re-assessing asset lives, factors such as
technological innovation and maintenance programines are taken into account. Residual value assessments
consider issues such as futare market conditions, the remaining life of the asset and projected disposed
values,

Local Government Pension Scheme

The present value of the Local Government Penston Scheme defined benefir Fability depends on a
pumber of factors that are determined on an actuarial basis using a variety of assumptions. The
assumptions used in determining the net cost (income} for pensions include the discount rate. Any
changes in these assumptions, which are disclosed in note 23, will impact the catrying amount of the
pension liability. Futthermore, 2 roll forwasd approach which projects results from the latest full actuarial
valuation performed at 31 March 2013 has been used by the actuary in valuing the pensions liability at

31 July 2018. Any differences between the figures dezived from the roli forward approach and a full
actarial valuation would impact on the cattying amount on the pension liability.

Universities Superannuation Scheme

The USS is 2 multi-employer scheme and the College is unable to identfy its share of the underlying assets
and liabilities of the Scheme on a consistent and reasonable basis. The USS is thetefore treated as a
defined conttibution scheme and the contributions recognised as they are paid each year. A liability is
recorded within provisions for any contractual commitment to fund past deficits within the USS scheme.

Provisions

Provision is made for asset retirement obligations. These provisions require management’s best estimate
of the costs that will be incutred based on legisiative and contractual requitemnents. In addition, the timing
of the cask flows and the discount rates used to establish net present value of the obligaticns require
management’s judgement.

Fﬁnding body grants

2018 2017

L1000 £'000

ESFA recurrent grant 4,391 4,735
Release of deferred capital grants 85 95

4,476 4,330
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Tuition fees and Education contracts

Home fees and charges

Research grants and contracts

Release from deferved capital grants {non funding councif}
Other funds

Other income

Catering and residence operations
Other income generating activities

Investment income

Interest received

Donations

Untestricted donations

Staff costs

Staff costs during the year were as follows:

Wages and salaries

Social security costs
USS provision made
Other pension costs

32

2018 2017
£000 £1000
348 426
2018 2017
£'000 £1000
9 10

3 43

12 53
2018 2017
£1900 £000
187 187
78 72
265 259
2018 2017
£1000 £/000
15 14
2018 2017
£'000 £1000
15 28
2018 2017
£'000 £1000
2,419 2,467
202 207

7 30

495 444
3,123 3,148
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Staff costs (continued)

The average monthly number of persons; including key management personnel but excluding sessional teaching
staff; employed by the College during the year, described as full ime equivalents, was:

2018 2017
Number Number
Teaching departments - teaching staff 22 22
Teaching support services 15 14
Other suppott secvices 6 7
Administration and centeal services 21 20
Premises 17 15
81 78
Staff costs for the above persons:
2018 2017
L0060 £'000
‘Teaching departinents - teaching staff 1,045 1,172
Teaching support services 486 469
Other suppott services 268 248
Administration and central services 865 903
Premises 417 415
USS payments and provision made (16) 5
FRS 102(28) Retirement benefit income 58 64
3,123 3,148
Fotal staff costs analysed by type of contract were:
2018 2017
£'000 L1000
Employment costs for staff on permanent contracts 2,823 2,860
Employment costs for staff on short-term and temporary contracts 258 347
USS paytnents and provision made (16) 5
FRS 102(28) Retirement benefit income 58 (&4
3,123 3,148

The number of staff, including key management personnel and the principal, who received emoluments in the
following ranges was:

2018 2017
Number Numbet
Key 2018 Key 2017
management Number  management Number
petsonnel Other personsel Other
£60,001 to £70,000 - 2 - 1
£70,001 to £80,000 - 1 . 1
£80,000 to £90,000 1 - 1 -
£90,000 to £100,000 - - - _
£100,000 to £110,000 1 - _ _
£110,000 to £120,000 - - 1
2 3 2 2

Staff costs include compensation paid 1o key management personnel for loss of office.

A consolidated pay award of 1% and a non-consolidated pay award of 0.7% was made in 2017/18 for academic and
academic related staff. Admin and clerical staff received between a 2% & 8% pay award from Apsil 2018.
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Staff costs (continued)

Key management personnel’'s emoluments

Key management personnel are those persons having authority and responsibility for planning, directing and
controlling the activities of the Collepge and are represented by the principal and holders of the other seniot posts
whom the Governing Body has selected refating to the appointment and promotion of staff who are appointed by
the Governing Body.

The number of key managemens petsonnel including the principal was:

2018 2017
Number Number

Key management personnei 2 2

Key managerment petsonnel’s emoluments are made up as follows:

2018 2017
£'000 £'000

Salaries 169 166
Employer’s national insurance 21 21
190 187

Pension contributions 18 28
208 215

Total key management personnel emoluments

There were no amounts due to key management personnel that were waived in the year, nor any salary sacrifice
atrangements in place,

The above emoluments include amounts payable to the principal (whao is also the highest paid officer) of:

2018 2017

Looo £'000

Salary 95 93
Pension contribution 7 17
102 110

Key management petsonnel, including the principal, received 2 consolidated pay award of 1% and a non-
consolidated pay award of 0.7% in 2017/18. This pay award was approved by the Board of Governors. This increase
was in line with the increase awarded to all acadermic and academic related staff.

Members of the Board of Governors, ather than the principal, and staff representatives, did not receive any payment
from the College other than reimbursement of travel and subsistence expenses incurred in the cousse of their duties.

Directors’ remuneration

The members of the College’s goveraing body are also the directors of the company, for the pusposes of company
law. Directors do not receive remuneration for their role as a member of the College’s governing body, but may be
remunerated for other posidons held at the College. Remuneration paid to directors during the year was:

2018 2017

£'000 £'000

Emoluments 130 135
Pension contribution 12 23
142 158

Post-employment benefits are accruing for three directors (2017: four) under a defined benefit scheme. No directors
{(2017: none) were members of defined contribution schemes.




10

i

12

The Horthern Goliege for Residential Adult Education Limited 35
Financial statements for the vear ended 341 July 2018

Notes to the financial statements

Other operating expenses

2018 2017
£'000 £'000
Teaching departments 69 110
Teaching suppott services 33 30
Other support services ' 152 215
Administration and central services 204 199
Examination costs 37 36
Premises costs — Running costs 358 356
Premises costs — Maintenance 179 202
Premises costs — Rents and leases 57 45
Carering and residence operations 514 508
1,603 1,701
Other operating expenses include: 2018 2017
Lo £'000
Auditors' remuneration
- Financial statements audit i6 14
- Internal andit 4 5
Aduilt Learning Loan Bursary / Discretionary Learner Support Funds
2018 2017
£'000 £'000
Balance brought forward 21 21
Receipts 1,687 1,016
Payments : (112) (161)
Amount consolidated in financial statements {1,596) (1,455)
- 21

Balance unspent at 31 July inchaded in creditors

The Adult Learning Loan Bursary and Discretionary Leasner Support Fand is available for eligible students. In some
instances, the College only acts as a paying agent. In these circumstances, the related disburserments are excluded
from the Income and Expenditure Account. The related funding body grants are included within Note 2.

Interest and other finance costs

2018 2017
£'000 £1000
96 112

Pension finance costs

The above amount includes £88,000 (2017: £99,000} in relation to the LGPS FRS 102 net pension finance cost,
£7,000 (2017: £12,000) in relation to the USS FRS 102 finance cost and £1,000 (2017: £1,000) in relation to the

interest cost for the enhanced pension.

Exceptional item

‘There were no exceptional restructuring costs in 2018. In 2017 exceptional restructuring costs amounted to £19,000
and related to one staff member’s redundancy costs.
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Taxation

The College was not liable for any corporation rax arising our of its activities during the year.

Tangible fixed assets

36

Freehold Improve-
land and ments
buildings  to propesty Equipment Vehicles Total
£'000 £'000 £'000 £'000 £'000
Cost
At 1 August 2017 748 5,877 1,538 16 8.17¢
Additions - 104 29 - 133
Disposals - - - 9] (7
At 31 July 2018 748 5,981 1,567 9 8,305
Depreciation
At 1 August 2017 233 4,093 1,363 13 5,702
Charge for the year 13 206 55 1 275
Disposals - - . 0 Q)
At 31 July 2018 246 4,299 1,418 7 5,970
Net book amount ac 31 July 2018 502 1,682 149 2 2,335
Net book amount at 31 Jaly 20617 515 1,784 175 3 2,477
Financed by capital grant 169 677 25 1 872
Other 333 1,005 124 1 1,463
502 1,682 149 2 2,335

Freehold land and buildings and imptovements to property with a net book value of £846,000 have been financed in
fell or in part by exchequer funds, Should these assets be sold, the College may be liable, under the terms of the

Finance memorandum with the Council, to sorrender the proceeds.

As no consideration was paid for the main property and because the College only has a right to retain the property
whilst it continues fo provide education, the governing body consider that it is not appropriate to recognise any value
for the property and land surrounding it. Improvements made to the property and buildings buile by the College are

included at cost.

Debtors

Amounts falling due within one year:
Trade receivables
Prepayments and accrued income

2018 2017
£1000 £1000
178 286
38 42
216 328
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Current asset investments

Short term deposits

2018

£'000

2,284

37

2017
£1000

2,281

Deposits are held with banks and building societies opetating in the London market and licensed by the Financial

Conduct Authority with ro more than three months’ maturity at the balance sheet date.

Creditors: amounts falling due within ohe year

Loan

Payments received in advance
Trade payables

Other creditors

Other taxation and social security
Accruals and deferred income
Deferred income — capital grants

Creditors: amounts falling due after more than one year

Loan

" Deferred income — capital granis

Maturity of deht

Loans are payable as follows:

Within one year
Between one and two years

The above consists of one borrowing which is an interest free SALIX loan repayable over four years. The loan was given

2018 2017
£'000 £/000
9 18

70 35
257 332
6 31

73 60
302 232
89 94
806 802
2018 2017
£1000 £1000
- 9

783 872
783 881
2018 2017
£1000 £1000
9 18

- 9

9 27

to improve energy efficiency. There is no discounting as this would be minimal and effectively marker rate.
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Provisions
Obligation
to fund
Defined deficit
benefit on USS  Enhanced
obligations Pension pension Total
£'000 £'000 £'000 £'000
At 1 August 2017 3,531 286 49 3,866
Provision made / (teleased) in the year (849 7 - (842)
Interest cost 88 7 1 96
Payments (266) (23 (3) (292)
At 31 July 2018 2,504 277 47 2,828

The enhanced pension provision relates to the cost of staff who have alteady left the College's employment, and
cotmnmitments for costs from which the Coliege cannot reasonably withdraw from at the balance sheet date. This
provision has heen recaiculated in accordance with the gridance issued by the LEC and its successor organisations.
The assumptions for calculating the provision for pension enhancements oa termination undex FRS 102, are as
follosws:

2018 2017
Price inflation 1.3% 1.3%
Net interest rate 2.3% 2.3%

Defined benefit obligations relate to the liabilides under the College’s membership of the Local Government
Pension Scheme and Universities Supetantuation Scheme. Further details are given in note 23.

The abligation to fund the past deficit on the Universities Superannuation Scheme (USS) arises from the contractaal
obligation with the pension scheme for rotal payments relating to benefits arising from past performance.
Management has made an assessment of future employees within the USS scheme, szlary payment and the tkely
yield from a mid-range corporate bond over the period of the contracted obligation in assessing rthe value of this
provision.
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Deferred income - capital grants

At 31 July 2017

Land and buildings and imptovements to ptopetty
Equipment

Vehicles

Released to incoime and expenditure

Land and buildings and improvements to property
Equipment :

Vehicles

At 31 July 2018

Land and buildings and improvements to property
Eguipment

Vehicles

Funding Other
council grants Total
£'000 £000 £1000
864 68 932
33 - 33
1 .- 1
898 68 966
78 9 87
7 - 7
85 9 94
786 59 845
26 - 26
1 - 1
813 59 872

Deferted grants are written down to tevenue over the life of the asset to offset the depreciation charged on the asset to
which they relate. The deferred income - capital grants balance included in creditors represents the remaining capital

grant still to be written down to revenue.

Deferred capital grants are included in creditors as follows:

Amounts falling due within one year
Amounts falling due after more than one year

Capital commitments

Capital commitments in 2018 amounted to £nil (2017: Lnil).

2018 2017
£000 £000
89 94
783 872
872 966
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Pension and similar obligations

40

The College's employees belong to two principal pension schemes, the Universities' Superannuation Scheme (US5)

and the Sounth Yorkshire Pensions Authority (SYPA).

Universities” Superannuation Scheme contributions paid
South Yorkshite Pensions Authority contributions paid
USS payments to fund deficit
FRS 102(28) chazge/ {income)

Timing differences

2018 2017
£1000 L2000
199 199
266 354
(23) (25)
58 (64)
(8) (20)
495 444

Universities’ Superannuation Scheme

The Universities’ Superannuation Scheme is a muiti-employer benefit scheme. Contributions on a pay as you go basis

are credited to the excheguer under arrangements governed hy the Superannuation Act 1972.

The pensions cost is assessed every three years in accordance with the advice of the government acruary. The
assumptions and other data that have the most significant effect on the determination of the contribution levels are

as follows:

Latest actuarial valuation

Actuariai method

Discount Rate

Pensionable Salary Growth

Price Inflation {CPT}

Market value of assets at date of last valuation

Proportion of members' accrued benefits covered by the actuarial value of the assets

31 March 2014
Projected Unit
4.5%

4.4%

2.6%

£41.6 Billion

89%

Under the definitions set our in FRS 102(28.11), the USS is 2 multi-employer pension scheme, The College is unabie
to identify its share of the undetlying assets and Habilities of the scheme. Accordingly, the College has taken
advantage of the exemption in FRS 102 and has accounted for its contributions to the scheme as if it were a defined
contribution scheme. The College has set out above the information available on the scheme and the mplications

for the College in terms of the anticipated contribution rates.

South Yorkshire Pensions Authority

The SYPA is a funded defined benefit scheme, with the assets held in separate trustee administered funds. The total
contribution paid for the year ended 31 July 2018 was £325,000 (2017: £326,000) of which employer's contributions
totalled £260,000 (2017: £262,000) and employees’ contributions toralled £65,000 (2017: £64,000). The agreed
contribution rates for future years are 14.9% for employers and from 5.5% to 12.5% for employees, depending on

salary.

There wete no outstanding ot prepaid contributions at either the beginning or end of the financial year.
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Pension and similar obligations (continued)

The pensions cost is assessed every three years in accordance with the advice of a qualified independent actuary. The
assumptions and other data that have the most significant effect on the determination of the contribution levels ate
as follows:

Latest actuagial valuaton 31 Match 2016
Actuarial method Projected Unit
Tnvestment returns per annum 2-2.75% per annum
Pension increases per annum 2-2% per annum
Salary scale increases per annum 1.25%

Market value of asscts at date of last valuation £6.3 billion
Proportion of members' accrued benefits covered by the actuarial value of the assets 82%

Principal Actuarial Assumptions
The following information is based upon a full actuarial valuation of the fund at 31 March 2016 updated to 31 July

2018 catried out by a qualified independent actuary.
At 31 July At 31 July

218 2017

O/D n/a

Rate of increase in salaries 3.45 3.45
Rate of increase in pensions 23 2.2
Discount rate for scheme liabilities 2.9 2.5
Inflation assumptions (CPT) 22 2.2

The curtent mortality assumptions include sufficient allowance for future improvernents in mortaiity rates. The

assutned life expectations on retirement age 65 are:
At 31 July At 31 July

2018 2017
Retiting today
Males 23,0 229
Females 25.8 257
Retifing it 20 years
Males 25.2 251
Females 281 28.0

'The assets of the scheme relating to the College at the balance sheet date and the expected rate of retun were:

% of total % of total

plan assets Value at  plan assets Value at

as at 31 July 3July  asat 31 July 31 July

2018 2018 2017 2017

£'000 L1000
Eguity instruments 53.2% 5,105 60.8% 5,415
Government bonds 14.3% 1,372 13.8% 1,229
Othet bonds 7.3% 760 6.8% 606
Property 9.7% 931 9.1% 811
Cash/liquidity 4.6% 441 2.0% 178
Other 10.9% 1,046 7.5% 668

Total fair value of assets 9,595 8,907

|
|
i
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Pension and similar obligations (continued)
The amount included in the balance sheet in respect of the defined benefit pension plan is as follows:
2018 2017
£'000 £'000
Fair value of plan assets 9,595 8,907
Present value of plan Babilities (12,099 (12,438)
Net pensions liability (2,504) {3,531)
Amounts recognised in the Statement of comprehensive income in respect of the plan are as follows:
2018 2017
£1000 £'000
Asnounts included in staff costs
Cutrent getvice cost (324) (290)
Total (329 290)
2018 2017
£'000 £000
Amounts incloded in interest and other finance costs
Net interest cost (88) &)
Amount recognised in Other comprehensive income
2018 2017
£'000 L£'000
Return on pension plan assets 431 851
Expetience gain/losses arising on defined benefit obligations 1 742 {(425)
Amount recognised in Other comprehensive income 1,173 426
Movement in net defined benefit liability during year
2018 2017
L£'000 £'000
Net defined benefit liability in schemme at 1 Augnst (3,531) (3,922)
Movement in year: .
Current service charge (324) (290)
Employer contributions 266 354
Net intetest on the defined liability (88) 99
Actuarial (loss)/gain 1,173 426
Net defined benefit liability at 31 July (2,504) (3,531)
Asset and Liability Reconciliation
2018 2017
£'000 £'000
Changes in the present value of defined benefit obligations
Defined benefit obligations at start of period 12,438 11,747
Current service cost 324 290
Interest cost 307 291
Contributions by schetne participants 64 63
Experience gains and losses on defined benefir obligations (742) 425
Estimated benefits paid {292) (378)
Defined benefit obligations at end of petiod 12,099 12,438
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Notes to the financial statements

Pension and similar obligations (continued)

Changes in fair value of plan assets

2018 2017
£'000 £'000
Fair value of plan assets at start of period 8,907 7,825
Interest on plan assets 219 192
Return on assets 431 851
Eimployer contributions 266 354
Contributions by scheme participants 64 63
Estimated benefiss paid (292) (378)
Fair value of plan assets at the end of the period 9,595 8,907
Cash and cash equivalents
At 1 August At 31 July
2017  Cash flows 2018
£'000 £'000 £'000
Cash at bank and in hand : 914 326 1,240
914 326 1,240

Total

Company limited by guarantee

The Northern College Company is limited by guarantee and has no share capital, The liahility of its members is
limired to 2a amount not exceeding £1. At 31 july 2018 there were 15 members (2017: 16 members).

Contingent liabilities

The College has received grant income over many years. The funding bodies have claw back arrangements in place
for many of the grants and the College may have to pay monies back in the event of an unsatisfactory audit. There

were no contingent liabilities at 31 July 2618 or 31 July 2017.
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Notes to the financial statements

Related party transactions

Due to the nature of the College's operations and the composition of the Board of Governors (being drawn from
local public and private sector orpanisations) it is inevitable that transactions will take place with organisations in
which a member of the Board of Governors may have an interest. All cransactions involving organisations in which a
member of the Board of Governors may have an interest are conducted at arm’s length and in accordance with the
College’s financial regulations and normal procurement procedures.

The Wentworth Castle and Stainborough Park Heritage Trust is a telated party as a result of the College Principal's
position as a director for the Trust and the level of planned property transactions which will be undertaken in the
fature. It is also considered that there is a level of common influence at the management level. Two of the College
Governors, Mt John Edwards and Mr Clive Macdenald are also Trustees of the Wentworth Castle and Stainborough
Park Heritage Trust. Dusing the year the College made payments of £33,00¢ (2017: £33,000) to the Trust for
grounds maintenance and £59,000 (2017: £45,000) for the leasing of property. The College received payments of
£52.000 (2017: £30,000) from the Trust for vardous administrative services. At the year end there was no debtoz
balance cutstanding (2017: £4,000).

The financiai acrangements between the College and the Wentworth Castle and Stainhorough Park Herirage Trust
(the Trust) are governed by a series of agreements. The major agreements being the contract for grant funding with
the Trustees of the National Heritage Lottery Fund and the Punding Bedy capital fanding agreement.

A seties of service and sale of goods agreements are in place for services and items necessary for the annual
operation of the Trust's operations which are provided by the College and another set of agreements are in place for
rentals and grounds maintenance chasges in respect of buildings and services provided by the Trust to the Coilege.

Designated capital reserves

The designared capital reserve is a reserve created to maintain a balance equal to the fixed assets not funded by
capital grants. The resesve is an unrestricted reserve and part of accamulated funds but maintained separately from
the income and expenditure account.

Post balance sheet events

A recent High Courr ruling found Guaranteed Minimum Pensions (GMPs) must be equalised between men and
women, and that past underpayments must be corrected. Employers, such as the College, with a defined benefit
pension scheme and contracted out of the State Second Pension from 17 May 1990 to 5 April 1997 are covered by
the ruling, and will be impacted by inczeased defined benefit pension obligations. The specific impact on the College
is unknown.




