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Report of the members of the Board of Governors

The College

The Northern College for Residennial Adult Education was set up in 1978, by a consortium of local authortties and
trade unions to provide long-term residential education for adulis. It 1s one of six residential colleges in England,
designed under section 28 of the Further and Higher Educartion Act 1992, as eligible to receive funding from the
Learning and Skills Council {LSC). The College is an exemprt charity for the purposes of the Charities Act 1993

The Company

The Northern College Company previously comprised six full members; the local authorities of Barnsley, Doncaster,
Rotherham, Sheffield and Leeds and the trade union UNTSON. Bradford City Council and Kirklees MDC were
associate members, while the City of Wakefield Metropolitan District Council also purchased educational
programmes from the College. The Northern College Company operated under an exemption from the Local
Government and Housing Act 1989: Directions under section 68(1). The exemption ceased on 31 Maech 2001. The
College Company was reconstructed and from 1 April 2001 2ll members of the Board of Governors of the College
constitute the Company.

Mission

The College’s mission as approved by the Governing Body is:

To provide opportunities for the transformation of individuals and communities and promote social change through
the provision of outstanding adult residential and community based learning.

Implementation of the Strategic Plan

The college has developed a new Strategie Plan for the period 2008 —2011. The plan is modelled around the
Framework for Excellence which is being implemented within general FE colleges during 2008/09 and in the
Northem College during 2009/10. Specific targets for 2008/09 have been developed out of the broad aims and
objectives of the Strategic Plan and these have been included in the College’s Quality Improvement Plan.

The strategic planning process has been closcly related to the South Yorkshire Learning and Skills Council Strategic
Plan, in particular, the nine key challenges idenrified as facing the LSC. The College works extensively tn South and
West Yorkshire but for the purposes of this report has utilised South Yorkshire key issues to underpin uts leamer
needs strategy. As a2 specialised institution dealing only with post-19 learners, some of those challenges are not
appropriate for the College but in particular we would argue that we have played, and will continue o play, a
significant role in the following areas:

- To enhance the employability of individuals improving basic skills and skills for everyday work

. To promeote inclusion through learning by raising the participation and achievement of people

- from disadvanraged backgrounds

. To stimulate demand for learning from employers and employees least likely 10 undertake training or with
- poor qualification levels

Transparency arrangements

The College conducts its business through a number of commitces. Each committee has terms of reference, which
have been approved by the Governing Body. These committees are: The Board of Governors, Policy and Finance,
Audit, Quality, Academic Board, Search and Remuneration. All committees meet termly with the exception of the
Policy and Finance Committee which meets rwice termly and the Remuneration and Search Commirttees which are
convened as necessary. Full minutes of all meetings are available from the Clerk to the Govermning Body at:

Northern College for Residential Adult Education Limired
Wentworth Castle

Stainborough

Barnsley

The Clerk to the Governing Body maintains a register of financial and personal interest of the governors. The
register is available for inspection at the above address.
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Report of the members of the Board of Governors

Quality Assurance

The College continues to operate its Integrared Performance Review Framework to establish principles and
procedures for quality assurance and quality improvement across all service areas of the College. Collége-wide
performance indicators and targets are set, as well as those for each of the College’s main functions or departmential
teams. Progress reports and annual reports are considered by the Governing Body.

Financial Objectives

To maintain sound finances to underpin the College’s work by,

» making a financal surplus each year
. creating sufficient reserves to ensure that the College’s strategy can be effectively implemented
- diversifying income streams.

Performance Indicators

The LSC is introducing a new systemn of performance measures for colleges, the “Framework for Excellence”. This
framework is planned to be implemenied across all providers in 2008/09 and in the intervening period, pilot
instirutions (of which the College is one) are developing the measures to be employed. The College will be
monitored against the draft measures alongside the existing measures.

The framework has three dimensions:

- Responsiveness
. Effectiveness
- Finance

Each dimension has subsidiary key performance areas. These key performance areas are further broken down into
performance indicators supported by performance measures which are absolute measures of performance. In
derving the overall performance rating, the Framework gives equal weighting 10 each of the three dimensions.

Target: Financial Health — Achieve Category B
Under the existing performance indicators the bealth rating which the College achieved in 2007/ 08 was Financial Health Category C

Targer: Financial — Achieve a surplus of £100,000 (pror to pension adjustment)
The College achieved a surplus of £167,847 in 2007/ 08 (prior to pension adjustment)

Target: Diversify income streams and reduce dependency on LSC income

In 2007/ 08 around 47% of funding came from the 1.SC, 28% from external grani sources, 3% from Jocal anthorities and 18% from
catering and residence aperations and external bookings. The remainiug 4% came from tuition fees.

The College has lower levels of funding from the LSC than most in the sector and a greater diversity of income.

Target: Achieve 100% of the funding allocation from the LSC.
The achievement funding allocation from the 1.5C in 2007 /08 was 100.25%.

Targer: To achieve 238 L5C funded FTEs.
The Coliege achieved 302 1.SC funded FTEs.

Target: To achieve 550 skills for life national test learners.
The College achiered 585 skills for ife national test learners.
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Report of the members of the Board of Governors

Financial Position

Financial results

The College generared an operating deficit for the year of 111,166, after pension adjustments, a surplus of 167,847
prior to pension adjustments (2007: deficit £63,556, after pension adjustments, surplus £25,529 prior to pension
adjustments). ‘

The College has accumulated income and expenditure reserves of £389,346 and cash balances at 31 July 2008 of
£966,927.

During 2007/08 around 47% of funding came from the L8C, 28% from external grant sources, 3% from local
authorities and 18% from catering and residence operations and external bookings. The College has lower levels of
funding from the LSC than most in the sector and a greater diversity of income. The other 4% has come from
Tuition Fees charged by the College.

Tangible fixed asset additions during the year amounted to £117,328, of which £89,160 relared to equipment
purchases and £28,168 1o improvements to property. The equipment expenditure was mainly in relation to IT
infrastructure and energy saving initiatives.

Future Developments and going concern considerations -

The College is operating in both a difficult financial climate and with 2 changing funding environment and
Governors, the Prncipal and Senior Management Team are aware of the financinl rsks faced by the College, and are
working closely with the Learning Skills Council, which has given the College support by funding the services of a
senior consultant, Sir George Sweeney, to assist in managing the change process.

The increase in and diversity of income is key to ensuring the sustainability of the College’s work and expansion is
planned in the following arcas:

= Train to Gain (The Government’s largest ever investment in workplace skills development)
. Train to Gain Enhancement

The College has only recently moved into “Train to Gain” work and from this position has secured some £236,000
of contracts already in 2008/09 and has further bids in for work, estimating that the total income to be generated
for the year in this category should be around £400,000.

. Increase letting of Conference and event facilities

. Further development of the partnership with Higher Education, increasing the provision of foundation
degrees, linked 10 an increase in HE funding

. Grant funded project work within the remit of the College’s mission statement

. Bids for granis for technology, energy efficiency and other infrastructure investment

The College has identified savings and opened consultation with the trade unions around a programme of restructuring

and redundancies. The total saving for 2009/ 10 is an estumated £500,000. Together with the projected additional
income from Train to Gain this should result in the College achieving a balanced budget for 2000/10.

The Governors, Pancipal and Senior Management Team recognises that it will need to continually review the
effectiveness of its provision, the funding recetved for different provision and the need 1o be cost effective and mke
measures 10 reduce the cost of provision. The financial position of the College is discussed with members of the
Finance Committee twice each term and regular meetings are being held with LSC officers.

The LSC has stated that for 2009/10 they will continue to ensure that Specialist Designared Institutions (such as the
College) have reasonable budgetary stability and that 2008/09 funding levels will be maintained, this protection will
be subject t0 an assessment of the quality of provision and any notices to improve.




The Northern Coliege for Residential Adult Education Limited 4
Financial statements for the year ended 31 July 2008

Report of the members of the Board of Governors

The College's bankers have formally renewed the College's overdraft facility for a further twelve month period to
January 2010.

In the light of the restructuring programme and other factors listed above, the members consider that while there
remains some uncertainty over specific amounts to be received from Train to Gain and the amounts to be saved,
sufficient measures are in place for the financial statements to be prepared on a going concern basis.

Treasury policies and objectives

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

The College has for many years invested its surplus funds via Barnsley Metropolitan Council, which gave a high
return and relatively low nisk investment with on call refund. Regular reviews have taken place of alternative
investments which have not provided higher returns with the same security and same day refund options.

However, in 2008/09 the Board of Governors are to receive reports reviewing the treasury management and looking
at alternative arrangements, given the need for security of resources, the current reduction in interest levels and the
efficiency of banking and other arrangements.

All borrowing requires the authorisation of the Corporation and shall comply with the requirements of the Financial
Memorandum with the LSC.

Cashflow

At £356.987 (2006/07 £806,834) the operating cash in flow was reasonably strong. The main change between the
years was a decrease in the level of debtors from the previous year. However, the overall cash position of the
College will reduce during 2008/09 with the actual invoicing by Barnsley MBC of £443,927 relating ro amounts due
in respect of payroll payments made on the Colleges behalf in earlier years.

Liquidity

The College has not entered into any new borrowing arrangements during the year. The current loan that the college
has, which was advanced by the Transport and General Workers Union, will be fully discharged by a final payment in
December 2008.

Current and future development and performance

Curriculum Developments

The College is highly supportive of the mission, purpose and ob]u.nveq of the Learning and Skills Council (LSC) and
in particular with the declared objectives of the South Yorkshire LSC, with its objectives of working to address
educational deficiencies in the sub-region and the development of parmership working. The College, because of s
size, specificity and herntage, has always worked closely with other organisations, in particular the local authorities,

the voluntary and community sector, local employers and trade unions. Qver the last 2 years it has worked to align
its curriculum more closely with regional and national priorities. The programmes within the College are listed
below with a brief descripuon.
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Report of the members of the Board of Governors

Diploma Programme.

A full-time residential enhanced Access programme which runs from September to May, There are muluple exit
qualifications ranging from an Accéss to HE Diploma to an HE level 1 Certificate. The key learning goal is the
Diploma which provides automatic ¢ntry to the first year of university programmes. ‘The HE Certificate provides
exemption from the first year of an undergraduate programme. This programme can be accessed on a non-
residential full-time basts and on a pant-time basis, but numbers following these routes are limited in order 1o retain
the residential core of the programme. A part-time Diploma in Trade Union Studies was offered over a scries of
residential weekends. During 2007/08 the programme was successfully re-validated by both the Open College
Network and Sheffield Hallam University,

Foundation Programme

This area is concerned with courses from non-accredited up to and including level 2 provision. Tt offers both openly
recruited short courses and, in conjunction with the following local authorities — Bradford, Kirklees, Wakefield,
Leeds, Barnsley, Rotherham and Sheffield - outreach provision, day vistts and short non-aceredited residennal
courses. These Qutreach Development courses are primarily engaged with group learning for new learners. The
groups who come into the College are chosen in conjunction with the local authorities and often reflect different
pronties in different authonties.

The largest part of the Foundation programme area is the Pathways Short Course offer which provides a progression
pathway for Qutreach Development and external project learners, in addition to those recruited through open ~
advertisements. Courses range across a number of examining bodies with the bulk being with the Open College
Network. The programme area feeds learners into the Diploma Programme or onto other local provision. The
College is involved in the Foundation Learning Tier pilot and it is expected that the Foundation Programme will
begin to offer Foundation Learning Tier units during 2008/09.

Skills for Life Programme.

This programme provides Skills for Life courses in Literacy and Numeracy and National Tests. It has been an area of
growth and in 2007/08 the College exceeded the target set for 550 Skills for Life achievements. The area works
closely with an externally funded Skills for Life capacity building and CPD project (PD Net) in the delivery of
training programmes for Skills for Life tutors in the region. During 2007/08 it offered bridging courses at level 3 for
tutors wishing to access the new literacy and numeracy tutor qualifications as well as a sedes of popular CPD
courses.

All College provision has embedded Skills for Life and the programme provides suppost for other programme areas.

Workforce Development Programme.

This area includes the Trade Union Programme, the Learning for Work Programme, Sustainable Communities
activity and work with employers. Trade union courses are undertaken in conjuncton with UNISON, the GFTU,
UNITE, GMBU and the regional TUC. The College began delivery of the Foundation Degree in partnership with
Bradford University. In Sustainable Communities short courses are offered to community activists and professionals
within the community and voluntary sector. This programme area has a growing porifolio of work-related
qualifications.

The College now offers a full teacher training route from level 2 to level 4, including 2 PGCE which is accredited by
Huddersfield University. These yualifications are pacticularly aimed at those working in the volunrary and
community sector.

Train to Gain

In the summer term 2008 the College linked with the South Yorkshire College’s Train 1o Gain consortium to offer
Skills for Life training in the workplace. Plans zre in place to extend this work during 2008/09 as well as to engage
with the Train to Gain enhancement activiry.

Payment Performance

The College recognises the importance of paying suppliers within reasonable timescales, and for those goods and or
services where factual accurate invoices are supplied aims to make payment within 30 days of either the provision of
goods or services or the date which the invoice is received.
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Report of the members of the Board of Governors

Post balance sheet events

There were no post balance sheet events

Resources
The College has various resources that it can deploy in pursuir of its strategic objectives.

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

People
The College employs 97 people, expressed as full time equivalents, which includes lecturing staff, kearner support
workers and college support staff

Reputation
The College has a good reputation, both locally and nationally, and was rated as outstanding by Ofsted in 2006/07.

Current and future development and performance

Student numbers

In 2007/2008 the College delivered activity to a value of £3,032,053 against an allocation of 3,024,569, This
represents 2,751 part-time and 83 full-ume LSC funded learners. In addition the College delivered provision to
approximately 850 non-LSC funded learners.

Student Achievements
Overall success rates at the College remain very high at 92% (2006: 92%).

Risk factors

The key factors impacting on provision in 2007/08 was the continuing decline in the level of adulr funding and its
increasing specificity.

Since the shift in government priorities for adult education and training and consequent shifts in funding from
2005/06 onwards, the College has been in a difftcult financial position and was deSJ;,nated financial Category C
during 2007/08. Nonctheless, it achieved a financial surplus during this year, prior to pension adjustments, however,
in 2008/09, the College has not yet secured its full income targets to enable it to even achieve a break even
position.

The cost savings were achieved through staff savings (including compulsory redundancies) and tight controls on
expenditure. In addition, the College embarked upon 2 programme of change for its curniculum offer with a2 move
to responding more clcarl) to government priorities whilst also remaining focussed on its central mission.

The College has continued during the year to refine its sk management processes in response to internal audit
recommendanons, The Risk Management Policy and the terms of reference and membership of the Risk
Management Group have been updated, and the Risk Register and Action Plan re-developed to bring them into line
with the College’s stated strategic objectives. The Risk Register and Action Plan is reviewed termly by the Risk
Management Group and the Audit Committee.
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Report of the members of the Board of Governors

Some of the principal sk factors to the College and their mitigating actions are listed below:

Funding
a In order to continue to draw down the core LSC funding which forms the basis of a majority of the
College’s income, it is crucial thar recruitment targerts are hit

b Recruitment to LSC targets is therefore clogely monitored through the production of monthly returns o
LSC, regular monitoring by the Senior Management Team and Academic Management Team and reports to
each Policy and Finance Committee

c The College aims to tncrease its income diversity through the development of additonal funding streams
via alternative provision (HE, project funded) and via the use of its buildings and facilities for conferences

Curriculum developments are monitored through a clear curriculum planning eycle which takes into account
feedback from stakeholders and learners and allows for the development of recruitment strategies for new and
developing areas of the curriculum. This in turn leads 1o the identification of potential project funding streams.

The College secks to raise its profile with stakeholders and the local business community through the work of the
Business Development Unit and through its business planning and marketing strategies.

Accommodation

a The age and nature of some of the College’s existing accommodation is such that there is an increased
health and safety risk in terms of residental provision within an old building

b The College has in place robust Health and Safety Policies and Procedures and a qualified competent
person in the Health and Safety Officer. The ongoing health and safety regime and performance is
monitored by the Health and Safety Commuttee, the Audit Commuttee and the Board

¢ Some of the College’s accommaodaton is becoming dilapidated and no longer fit for purpose.

An initial capital proposal has been lodged with LSC and there is the further possibility of talks with other
organisations for alternative sources of funding.

Financial risk

The College uses financial instruments, comprising cash and other liquid resources and various other items such as
trade debtors and creditors that arse directly from its operations. The main purpose of these financial instruments is
to raise finance for the College’s operattons. The main nsk arising from the College financial instruments s liquidity
risk. The Senior Management Team review and agree policies for managing this risk and this policy has remained
unchanged from previous periods. The College seeks to manage financial nisk by ensuring sufficient liquidity is
available to meet foresecable needs and 1o invest cash asscts safely and profitably. Main sources of funding are
achieved from the LSC by payments made through the Financial Memorandum agreement and from Ruskin by
means of bursary paymenus.

Staff and Student Invoilvement

The College considers good communication with its staff to be very important and to this end publishes a regular
newsletter that is available to all staff. The College continues to encourage staff and student involvement through
the membership of formal committees,

Taxation

The College was not hable for any corporation 1ax arising out of its activities during 2007 /08.




The Northern College for Residential Adult Education Limited 8
Financial statements for the year ended 31 July 2008

Report of the members of the Board of Governors

Employment of Disabled Persons

The College considers all applications for employment from disabled persons, bearing in mind the apritudes of the
individuals concerned. Where an existing employee becomes disabled every effort is made to ensure that
employment with the College continues. The College’s policy is to provide training, caseer development and
opportunities for promotion, which are, as far as possible, identical to those for other employees.

Disability Statement

The College secks to achieve the objectives set down in the Disability Discrimination Act 1995 as amended by the
Special Education Needs and Disability Act 2001 and in particular makes the following commitments:

a The admissions policy for all stadents is described in the College Charter. Appeals against a decision not o
offer a place are dealt with under the comphinis policy.

b Each student is allocated a course tutor or personal tutor to assist in the assessment of the need for any
appropriate support.

< The College has underraken an accessibility audit and has begun a programme of work to ensure that where
possible, given the physical constraints of the Grade 1 listed building, most of the facilies will allow access
1o people with a disability.

d There is specialist equipment such as CCTV readers, PC software, magnifying glasses, loop systems, audio
books and portable electronic spelling checkers that are available for use by students.

e The College provides support services for students who have learning difficulties and/or disabilities such as
note taking and signing facilities, appropriate learning matedals, appropriate individual and workshop
tuition and facilities for guide dogs.

f There is a continuing programme of staff development to ensure the provision of a high level of
approprate support for students who have leaming difficulties and/or disabilities.

E Counselling and welfare services are described in the College Charter.

Planned Maintenance Programme

The cost of the College’s planned maintenance programme over a penod of five years is estimated 1o be £500,000.
The programme was developed following a survey of the College’s estate that was carried out during 2002/03. The
programme is reviewed each year.

The College plans 10 carry out some of the vutstanding works over the next three years and has set aside funds for
this purpose.

Disclosure of information to auditors

The members who held office ar the date of approval of this report confirm thar, so far as they are each aware, there
is no relevant audit information of which the College’s auditors are unaware; and each member has taken all the steps
that he or she ought to have taken to be aware of any relevant audit information and te establish that the College’s
auditors are aware of that informarion.

Auditors

Grant Tharnton UK LLP, having expressed their willingness to continue in office, will be deemed reappointed for
the next financial year in accordance with Section 487(2) of the Companies Act 2006, unless the company receives
notice under Section 488(1) of the Companies Act 2006.
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Members of the Board of Governors

The members who served the College during the year and up 1o date of signature of this report were as follows:

Cllr A Sockett
Clir ] McKenna
Cllr M Walton

Cllr M Stokes
D M Ball

Mr ] Bell

Prof R Billingsley
Mr R Harrison
Mr F Lord

Mrs P Farrell

Mr M Bradley
Ms K May

Ms C Maleham
Mr T Sargeson
Ms ] Stubbs
Prof W Hampton

Ms H Rose

Mre R Quick
Mrs B Laird

Mrs } Goodridge

Date of
appointment
01.08.2007
01.08.2006
(01.08.2005

01.07.2007
01.08.2007

06.10.2006
16.09.2005
01.08.2007
01.08.2005
01.08.2005
01.08.2007
01.08.2005
16.12.2005
06.10.2006
01.08.2005
01.08.2007

01.08.2006

16.12.2005
01.08.2005

01.08.2005

Term of
office

3 years

3 years

3 years

3 years

3 years
3 years
3 years
3 years
3 years
3 years
3 years
3 years
3 years
3 years
3 years

3 years

3 years
3 years

3 years

Date of
fesignation

31.07.2008

31.07.2008

31.03.2008

31.07.2008

Status of
appointment
Local Auth Rep
Local Auth Rep
Local Auth Rep

Academic
Adviser

Academic staff

Academic
Adviser
Business Rep

Business Rep

Minority ethnic
Rep

Trades Union
Rep

Trades Union
Rep

Trades Union
Rep

TUC Rep

Co-opted
Co-opted

Co-opted

Co-opted

Educanonal Inst
Rep

FF/t res/admin
staff rep

Committees served
Policy & Finance
Policy & Finance
Chair: Policy &
Finance, Search,
Remunerations Sub-
Committee

Policy & Finance
Chair: Board of
Governors

Quality, Policy &
Finance, Search,
Remunerations Sub-
Committee

Policy & Finance

Policy & Finance
Committee
Chair: Audit

Remunerations Sub-
Committee

Policy & Finance

Search
Quality

Chair:
Remunerations Sub-
Committee

Policy & Finance
Committee

Quality, Search

Quality

Search
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Members of the Board of Governors (continued)

Mr B Mottershaw

Mr C Macdonald
Ms A Walker

Ms P Johnson
Dr P Macredie

Mr R Myers
Mr ] Jones

Mr R Mann

Mr N Kendrew
Ms H Anderson

Date of
appointment

01.08.2007

01.08.2007
01.08.2007

01.08.2006
19.09.2006

19.09.2006
01.03.2008
19.12.2008
19.12.2008
19.12.2008

Term of
office

3 years

3 years
3 years

3 years
3 years

3 years
3 years
3 years
3 years
3 years

At 31 July there were 27 members (2007: 26)

ON BEHALF OF THE BOARD

Dr M Bgh
Chayj
27 February 2009

d"of Governors

Date of
resignation

31.07.2008

Status of
appointment

NC Students’
ASSOC

Academic Adviser
WEA Rep

UNISON
Business Rep

Voluntary Sector
Trade Union Rep
Stadent Rep
Student Rep
Academtc Staff

10

Committees
served
Policy and Finance

Qualiry
Remunerations
Sub-Committes

Search, Quality

Policy and Finance

Policy and Finance
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Corporate governance statement incorporating the
statement of internal control

The College is commirted to exhibiting best practice in all aspecis of corporate governance. This summary describes
the manner in which the College has applied the principles set out in the revised Combined Code on Corporate
Governance, which was issued by the London Stock Exchange in July 2003, Tts purpose is is to help the reader of the
accounts to understand how the prnciples have been applied.

In the opinion of the governors, the College complies with all the provisions of the Combined Code in 50 far as they
apply to the Further Education Sector, and it has complied throughout the year ended 31 July 2008.

The Corporation

The composition of the Board of Governaors is set out on page 9 and 10. It is the Board of Governors responsibiliry
1o bring independent judgement to bear on issues of strategy, 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 expenditure,
quality matters and personnel-related matters such as health and safety and environmental issues. The Board of
G()VC[U(:)IS meeks Cach ferm.

The Board of Governors conducts its business through a number of commitrees. Each committee has terms of
reference, which have been approved by the Board of Governors. These committees are: policy and finance,
remuneration, search, quality and audit.

Al governors are able to obtain independent professional advice in furtherance of their duties at the Colleye's
expense and have access to the Clerk 1o the Corporation, who is responsible to the Board for ensuring compliance
with all applicable procedures and re;}ulatmm The appointment, evaluation and removal of the Clerk are matters
for the Board of Governors as a2 whole.

Formal agendas, papers and reports are supplied to governors in a timely manner, prior to Board meetings. Briefings
are also provided on an ad hoe basis.

The Board of Governors has a strong and independent non-executive element and no individual or group dominates
its deciston-making process. The Board of Govemnors considers that each of its non-executive members is
independent of management, and free from any business or other relationship which could matenally interfere with
the exercise of their independent judgement.

There is a clear division of responsibility in that the roles of the Chair 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 a
whole. The Board of Governors has a search committee comprising six members, which is responsible for the
selecdon and nomination of any new member for the Board of Governors consideration. The Board of Governors
is responsible for ensuring that approprate training is provided as required.

Members of the Board of Governors are appointed for a term of office not exceeding four years,

Remuneration Committee

Throughout the year ending 31 July 2008 the College's remuneration commitiee comprised six members. The
committee’s responsibilities are to make recommendations to the Board on the remuneration and benefits of the
Principal and other senior postholders.

Details of remuneration for the year ended 31 July 2008 are set out in notes 7 and 8 to the financial statements.
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Corporate governance statement incorporating the
statement of internal control

Audit Committee

The Audit Committee comprises two members of the Board of Governors (who exclude the Principal and Chair)
and four other co-opted members. The Committee operates in accordance with written terms of reference approved
by the Board of Governors. Its purpose is to advise the Board of Governors on the adequacy and effectiveness of
the College's systems of internal control and 1ts arrangements for risk management, control and governance
processes.

The Audit Committee meets on a termly basis and provides a forum for reporting by the College’s internal and
financial statement auditors, who have access to the Committee for independent discussion, without the presence of
College management. The Committee also receives and considers reports from the LSC 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 accordance with an agreed plan of input and report their findings to management and the audit
committee.

Management is responsible for the implementation of agreed audit recommendations and that internal audit
undertake periodic follow-up reviews 1o ensure such recommendations have been implemented.

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

Internal Control

The Board of Governors is ultimately responsible 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 nsk of failure to achieve
business objectives and can provide only reasonable and not absolute assurance against material misstatement or
loss.

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 safeguarding the public funds and assets for which she is personally responsible, in accordance with
the responsibilities assigned to her in the Financial Memorandum between the College and the Learning and Skills
Council (LSC). She is also responsible for reporting to the Board of Governors any material weaknesses or
breakdowns in internal control.

The purpose of the system of internal control

The system of internal control 1s designed to manage nsk to a reasonable level rather than to eliminate all risk of
faiture 1o achieve policies, aims and objectives; it can therefore only provide reasonable and not absolute assurance
of effectiveness. The system of internal control is based on an ongoing process designed to identify and prioritise
the risks to the achievement of College policies, aims and objectives, to evaluate the likelthood of those risks being
realised and the impact should they be realised, and 10 manage them efficiently, effecitvely and economically. The
system of internal control has been n place in Northern College for the vear ended 31 July 2008 and up to the date
of approval of the annual report and accounts.

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 idenulying, evaluating and managing the College's significant risks
that has been in place for the period ending 31 July 2008 and up to the date of approval of the annual report and
accounts. This process is regularly reviewed by the Board of Governors.
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Corporate governance statement incorporating the
statement of internal control

The risk and control framework

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

. comprehensive budgeting systems with an annual budget, which is reviewed and agreed by the governing
boudy
- regular review by the governing body of periodic and annual financial reports which indicate financial

performance against forecasts

. setting targets to measure financial and other performance
- cleacly defined capital investment control guidelines
. the adoption of formal project management disciplines, where approprdate.

The College has an tnternal audit service, which operates in accordance with the requirements of the LSC's Audit
Code of Practice. The work of the internal audit service is informed by an analysis of the risks to which the College
is exposed, and annual internal audir plans are based on this analysis. The analysis of risks and the internal audit
plans are endorsed by the Board of Governors on the recommendation of the Audit Committee. At minimum
annually, the Head of Internal Audit {HLA) provides the governing body with a report on internal audit activity in the
College. The report includes the HIA's independent opinion on the adequacy and effectiveness of the College's
system of risk management, controls and governance processes.

Review of effectiveness

As Accounting Officer, the Principal has responsibility 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 5
maintenance of the tnternal control framework

. comments made by the College's financial statements auditors and the LSC-appointed ILR auditors in their
management letters and other reports.

The Principal has been advised on the implications of the result of his or her review of the effectiveness of the
systermn of internal control by the audit committee which oversees the work of the internal auditor, and a plan 1o
address weaknesses and ensure continuous improvement of the system in place.

The senior management team receives reports setting out key performance and risk indicators and considers possible
control issues brought to their attention by early warning mechanisms, which are embedded within the departments
and reinforced by nisk awareness training. The senior management team and the Audit Committee also receive
regular reports from internal audit, which include recommendations for improvement. The Audit Commitree's role
in this area is confined to a high-level review of the arrangements for internal control. The Board of Governors
agenda includes a regular item for consideration of risk and control and receives reports thereon from the senior
management team and the Audit Committee, The emphasis is on obtaining the relevant degree of assurance and not
merely reporting by exception. At its July 2008 meeting, the Board of Governors carried out the annual assessment
for the year ended 31 July 2008 by considering documentation from the senior management team and internal audit.
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Corporate governance statement incorporating the
statement of internal control

Going concern

After making appropriate enquinies, the Board of Governors constders that the College has adeguate resources to
continue in operational existence for the foreseeable funire. For this reason they continue to adopt the going
concern basis in preparing the financial statements.

—
JM Wtk oo o~

! ] Westerman
hatt, Board of Governors Principal

27 February 2009 27 February 2009
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Statement of governing body's responsibilities

Members’ responsibilities for the financial statements

The members of the Board of Governoss are required to present audited financial statements for each financial year.

Within the terms and conditions of the Financial Memorandum agreed between the Learning and 8kills Council (the
Council) and the Board of Governors of the College, the Board of Governors, through its Principal, is required to
prepare financial statements for each financial year in accordance with the Statement of Recommended Practice —
Accounting for Further and Higher Education Instinations and which give a true and fair view of the state of affairs
of the College and the result for that year,

In preparing the financial statements, the Board of Governors is required to:
- select suitable accounting policies and apply them consistently
- make judgements and estimates that are reasonable and prudent

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

- prepare financial statements on the going concern basis unless it is inappropriate to assume that the
College will continue in operation.

The Board of Governors is also required to prepare a Members Report which deseribes what it is trying to do and
how it is going about it, including the legal and administrative status of the College,

The Board of Governors is responsible for keeping proper accountng records, which disclose with reasonable
accuracy, at any time, the financial position of the College and 10 enable it to ensure that the financial statemnents are
prepared in accordance with the relevant legislation of incorporation and other relevant accounting standards. Itis
responsible for taking steps that are reasonably open to it to safeguard assets of the College and 1o prevent and
detect fraud and other icregulanties.

In so far as the directors are aware:

. there is no relevant audit information of which the college’s auditors are unaware; and
. the Governors have taken all steps that they ought to have taken to make themselves aware of any relevant
audit information and to establish that the auditors are aware of that information.

Members of the Board of Governors are responsible for ensuning that Expenditure and Income are applied for the
purposes intended by Parliament and that the financial transactions conform to the authordties that govern them. 1In
addition they are responsible for ensuring that funds from rthe Council are used only in accordance with the Financial
Memorandum with the Council and any other conditions that the Council may from time to time prescribe.
Members of the Board of Governors must ensure that there are appropriate financial and management controls in
place to safeguard public and other funds and ensure they zre used properly. In addition, members of the Board of
Governors are responsible for secuning economical, efficient and effective management of the Collepe’s resources
and expenditure, so that the benefits that should be derived from the application of public funds by the Council are
not put at risk.

The College has purchased third party indemnity insurance for the members of the Board of Governors dusing the
year.

Signed on behalf of the Board of Governors

of Governors
27 February 2009
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o Grant Thornton

Report of the independent auditor to the members of
The Northern College for Residential Adult Education
Limited

We have audited the financial statements of The Northern College for Residential Adult Education Limited for the
year ended 31 July 2008, which comprise the income and expenditure account, the balance sheet, the cash flow
statement, the statement of total recognised gains and losses and the related notes. These financial statements have
been prepared under the historical cost convention as modified by the revaluation of certain fixed assets and the
accounting policies set out therein.

Thits report is made solely to the Board of Governors, as a body, in accordance with statutory requirements. Our
audit work has been undertaken so that we might state to the Board of Governors, as a body, those matters we are
required to state to them in an auditors’ 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 Board of Governors, as a body, for our audit work,
for this report, or for the opinions we have formed.

Respective Responsibilities of the Board of Governors of The Northern College for

Residential Adult Education Limited and Auditors

As described in the Statement of Responsibilities, the College’s Board of Governors is responsible for preparing the
Reportt of the members of the Board of Governors and financial statements in accordance with the 2007 Statement
of Recommended Practice — Accounting for Further and Higher Education, applicable law, United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice).

Qur responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements
and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the 2007 Statement of Recommended Practice — Accounting for Further and Higher
Education. We also report to you whether, in our opinion, information given in the Report of the members of the
Board of Governors is consistent with the financial statements. In addidon we report to you if, in our opinion, the
College has not kept proper accounting records, or if we have not received all the information and explanations we
require for our audit.

We read the Report of the members of the Board of Governors and consider the implications for our report if we
become aware of any apparent misstatement within it

We read other information contained in the Report of the members of the Board of Governors and consider
whether it is consistent with the audited financial statements. We consider the tmplications for our report if we
become aware of any apparent misstatements or material inconsistencies within the financial statements. Qur
responsibilities do not extend to any other information.

Basis of Audit Opinion

We conducted our audit in accordance with International Standards on Audiing (UK and Ireland) issued by the
Auditing Practices Board and the Audit Code of Pracuce issued by the Learning and Skills Council. An audit
includes examination, on a test basis, of evidence relevant to amounts and disclosures in the financial statements. It
also includes an assessment of the significant estimates and judgements made by the College’s Corporation in the
preparation of the financial statements, and of whether the accounting policies are appropriate to the College’s
circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give us reasonable assurance that the financial statements
are free from material misstatement, whether caused by fraud or other irregularity or error. In forming our opinion
we also evatuated the overall adequacy of the presentation of information in the financial statements.
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Report of the independent auditor to the members of
The Northern College for Residential Adult Education
Limited

Opinion
In our opinion:

. the financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of affairs of the College as at 31 July 2008 and of the College’s deficit of
income over expenditure for the year then ended;

. are properly prepared in accordance with the 2007 Statement of Recommended Praciice - Accounting for
Further and Higher Education; and

. the information given in the Report of the members of the Board of Governors is conststent with the
financial statements,

Empbasis of Matter - Going Concern’

In forming our opinion on the financal statements, which is not qualified, we have considered the adequacy of the
disclosures made in note | concerning the College's ability to continue as a going concern. This is in the light of the
uncertainty over the source of the income that is required to meet the shortfall in the 2008/% budget and that the
College is in discussions with the LSC over future support. These ¢onditions, explained in note 1 to the financial
statements, indicare the existence of a material uncertainty which may cast significant doubt about the College's
ability to continue as a going concern. The financial statements do not include the adjustments that would resule if
the College was unable to continue as a going concern.

Cx Tk UL

GRANT THORNTON UK LLP
REGISTERED AUDITORS
CHARTERED ACCOUNTANTS

SHEFFIELD
27 February 2009
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O GrantThornton

Report of the independent auditor to the members of
The Northern College for Residential Adult Education
Limited

In accordance with the terms of our engagement letter dated 4 September 2006 and further to the requirements of
the LSC, we have carried out a review 1o obtain assurance abour whether, in all material respects, the expenditure
disbursed and income received of The Northern College for Residential Adult Educatton Limited (‘the College’)
during the year ended 31 July 2008 have been applied to the purposes identified by Parliament and the financral
transactions ¢conform to the authorities which govern them.

This report is made solely to the members and the LSC. Our review work has been undertaken so thar we might
state to the members and the LSC those matrers we are required to state to it in a 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 members
and the L8C, for our review work, for this report, or for the opmion we have formed.

Respective responsibilities of the members of The Northern College for Residential Adult

Education Limited and the Auditors

The College’s members are responsible, under the requirements of the Further & Higher Educanion Act 1992,
subsequent legislation and related regulations, for ensuring that expenditure disbursed and income received is applied
for the purposes intended by Parliament and the financial transactions conform to the authorities which govern
them.

Qur responsibilities for this review are established in the United Kinpdom by our profession’s ethical guidance and
the audit guidance set out in the Audit Code of Practice and the Regulanty Audit Framework 2004/05 issued by the
LSC. We report to you whether, in our opinion, in all material respects, expenditure disbursed and income received
during the year ended 31 July 2008 have been applied to purposes intended by Parliament and the financial
transactions conform to the anthorties which govern them.

Basis of opinion

We conducted our review in accordance with the Audit Code of Practice and the Regularity Audit Framework
2004/05 issued by the LSC. Our review includes examination, on a test basis, of evidence relevant to the regularity
and propriery of the College’s income and expenditure.

Opinion

In all material respects the expenditure disbursed and income received during the year ended 31 July 2008 have been
applied 10 purposes intended by Parliament and the financial transactions conform to the authorities which govern
them.

CJ,\A,(,(QL\/

GRANT THORNTON UK LLP
REGISTERED AUDITORS
CHARTERED ACCOUNTANTS

SHEFFIELD
27 February 2009
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Principal accounting policies

Basis of preparation

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

These financial statements have been prepared in accordance with the Statement of Recommended Pracrice (SORP):
Accounting for Further and Higher Education 2003 and in accordance with applicable Accounting Standards. They
conform to guidance published by the Learning and Skills Council in the accounts direction handbook.

‘The financial statements have been prepared under the historical cost convention, modified by the revaluation of
cermain fixed assets.

The accounts have been prepared on a going concern basis afier the members” consideration of the factors set out in
note k.

Recognition of income

Income for tuition fees is recognised in the pertod which it s received and includes all fees chargeable ro students or
their sponsors.

Income from research grants, contracts and other services rendered is included to the extent of the completion of
the contract or service concerned. 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 1o the income and expenditure account in the peried in which it is earned.

Income from specific endowments and denations is included to the extent of the relevant expenditure incurred
during the year, together with any related contributions towards overhead costs.

The recurrent grants from the L3C represent the funding allocations attributions 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 account.

Non-recurrent grants from the Funding Council, 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 asscts.

Stocks

Stocks are stated art the lower of cost and net realisable value, Where necessacy, provision is made for obsolete, slow
moving and defective stocks.

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-term and routine corrective maintenance is charged o the income and expenditure
account in the period it 1s ncurred.
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Principal accounting policies ‘

Pension schemes

Retirement benefits to employees of the College are provided by the Universities Superannuation Scheme and the
South Yorkshire Pensions Authority (SYPA). These are defined benefit schemes which are externally funded and
contracted out of the State Earnings Related Pension Scheme.

Contriburions to the Universites Superannuation Scheme are charged 10 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 level percentage of current and future penstonable payroll. Contributions to the scheme is determined
by qualified actuaries on the basis of triennial valuations, using the projected unit method.

As stated in note 26, the USS ts a multi employer scheme and the College is unable 1o identify its share of the
underlying assers and liabilities of the Scheme on a consistent and reasonable basis. The USS is therefore treated as a
defined contribution scheme and the contributions recognised as they are paid each year.

For SYPA the scheme assers are measured art fair values. Scheme liabilities are measured on an actuardal basis using

the project unit method on the basis of quinquennial valuations, and are discounted at appropnate high quality

corporate bond rates. The net surplus or deficit, adjusted for deferred tax, is presented separately from other net

assets on the balance sheet. A net surplus is recognised only to the extent thar it is recoverable by the group. ‘

The current service cost and costs from sertlements and curtailments are charged against operating profit. Past ‘
service costs are spread over the period untl the benefit increases vest. Interest on the scheme liabilities and the ‘
expected return on scheme assets are included in interest payable. Actuarial gains and losses are reported in the

consolidated statement of total recognised gains and losses.

Tangible fixed assets

Freehold land and buildings

As no consideration was paid for the main property and because the College only has a dghrt to retain the property
whilst it continues to 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 built by the College are
included at cost.

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 ongoing running and maintenance costs to be borne by the College
are sufficiently onerous that the property would be unitkely to let on the open 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 them on the basis
of open market value. Other land and buildings are included in the balance sheet at cost. Other freehold land is not
depreciated. Other freehold buildings are depreciated over their expected useful economic life 1o the College of 50
years.

Where land and buildings are acquired with the aid of specific grants they are capitalised and depreciated as above.
The related grants are credited to a deferred eapital grant account 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.

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

A review for impairment of a fixed asset is carded out if events or changes in circumstance indicate that the carrying
amount of the fixed asset may not be recoverable.
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Principal accounting policies

Equipment and improvements to property

Egquipment costing less than £1,500 per individual item is written off to the income and expenditure account in the
year of acquisition. All other equipment is capitalised at cost. Capitalised equipment is depreciated over its useful
life as follows:

Equipment 5%-20% per annum
Improvements to propesty 5%-20% per annum
Motor vehicles 25% per annum

Where equipment is acquired with the aid of specific grants it is capiralised and depreciated in accordance with the
above policy, with the refated grant being credited to a deferred capital grant account and released to the income and
expenditure account over the expected useful economic life of the related equipment.

Taxatiqn

The College is an exempt charity within the meaning of schedule 2 of the Charities Act 1993 and as such is a charity
within the meaning of sectton 506(1} of the Income and Corporation Taxes Act (ICTA) 1988.

Accordingly, the College is potentially exempt from taxation in respect of income or capiral gains received within
categories covered by section 505 of the ICTA 1988 or section 236 of the Taxation of Chargeable Gains Act 1992, to
the extent that such income or gains are applied to exclusively chartable purposes.

The College receives no similar exemption 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 recognised when the College has a present legal or constructive obligation as a result of a past evenr, it
15 probable that a transfer of economic benefit will be required to settle the obhigation and a reliable estimate can be
made of the amount of the obligation.

Leased assets

Leasing agreements that transfer to the College substantially all the benefits and risks of ownership of an asset are
treated as if the asset had been purchased cutright. The assets are iIncluded in fixed assets and the capital element of
the leasing commutment is shown as obligations under finance leases. The lease rentals are treated as consisting of
capital and interest elements. The capital element is applied to reduce the outstanding obligations and the interest
element is charged to the income and expenditure account in proportion to the reducing capital element outstanding.
Assets held under finance leases are depreciated over the shorter of the lease term or the useful economic lives of
equivalent owned assets.

Assets which are held under hire purchase contracts which have the characteristics of finance leases are depreciated
over their useful lives.

Agency arrangements

The College acts as an agent in the collection and payment of learner support funds. Related payments received
from the Learning and Skills Council and subsequent disbursements to students are excluded from the income and
expenditure account and are shown separately in note 31, except for the 5 per cent of the grant received which is
available to the College to cover administrative costs relating to the grant,
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Income and expenditure account

Income

Funding Council grants
Tuition fees and charges
Other grant income
Other operating income

Investment income
Total income

Expenditure

Seaff costs

Other operating expenses
Depreciation

Interest payable

Exceptional ttem: restructuring

‘Total expenditure

Deficit on continuing operations after depreciation of assets

The income and expenditure account is in respect of continuing activities.

Note

S s N

-~

11
12

23

2008 2007
£ L
3,249,621 3,236,470
476,981 330,932
2,057,506 756,803
1,144,988 986,692
38,281 45,630
6,967,377 5,356,527
3,516,048 3,248.954
3,257,786 1,844,076
247,141 250,286
57,568 53,143

- 23,624
7,078,543 5,420,083
(111,166) (63,556)
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Other primary statements

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

2008 2007
£ £

Deficit on continuing operations after depreciation of assets at
valuation and tax (111,166) (63,556)
Actual return less expected return on penston scheme assets (448,000) 209,000
Experience gains and losses 286,000 -
Change in financial and demographic assumptions underlying the
scheme liabitities (473,000) 78,000
Actuarial gains and losses on pension scheme (635,000} 287,000
Total recognised (loss)/ gain relating to the year 7 - (746,166) 223 444
Reconciliation
Opening reserves (129,507) (352,951)
Total recognised gains and losses for the year (746,166) 223 444
Closing reserves (875,673) {129,507)

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

Note 2008 2007
£ £
Fixed assets
Tangible assets 14 2,670,880 2,800,693
Current assets
Stock 15 2,433 2,781
Debtors 16 415,748 1,110,655
Cash at bank and in hand 966,927 609 967
1,385,108 1,723,403
Creditors: amounts falling due within one year 17 (1,206,350) (1,804,554}
Net current assets/ (habilities) 178,758 (81,151)
Total assets less current liabiliues 2,849,638 2,719,542
Creditors: amounts falling due after more than one year 18 - (9,125}
Provision for liabilities 20 (49,715) (46,719
Pension deficit 26 (2,447,000) (1,533,000)

352,923 1,130,698

Deferred capital grants 21 1,228,596 1,260,205
Reserves

Income and expenditure account excluding pension reserve 389,346 136,491

Pension reserve 26 (2,447,600) (1,533,000)
Income and expenditure account including pension reserve 23 (2,057,654) (1,396,509)
Capital reserve 22 1,181,981 1,267,002

Total reserves (875,673) (129,507)

352,923 1,130,698

The financial statements on pages 19 10 40 were approved by the Board of Governors on 27 February 2009 and
were signed on its behalf by:

PRI
Jud Wark o oue.

] Westerman
Principal
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Cash flow statement

Net cash inflow from operating activities

Returns on investments and servicing of finance
Interest received

Interest pmd

Net cash inflow from returns on investments and servicing of
finance

Capital expenditure and financial investment
Purchase of tangible fixed assets

Receipt of capital grant

Net cash cutflow from capital expenditure and financial
investment

Net cash inflow/(ocutflow) before financing

Financing
Net repayment of loans

Net cash outflow from financing

Increase/(decrease) in cash

Reconciliation of net cash flow to movement in net funds
Increase/ (decrease) in cash in the period
Cash outflow from loans

Movement in net funds in the perod
Net funds at 1 August 2007

Net funds at 31 July 2008

Note

27

28

28

25
2008 2007
£ £
356,987 86,834
38,281 45,630
(1,568) (2,143)
36,713 43,487
(117,328) (291,967)
89,076 47,642
(28,252) (244,325)
365,448 {114,004)
(8,488) (7.896)
(8,488) (7,896)
356,960 {121,900)
356,960 (121,900)
8,488 7,896
365,448 (114,004)
592,354 706,358
957,802 592,354
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Notes to the financial statements

Going concern

The College is operating in both a difficult financial climate and with a changing funding environment and
Gaovernors, the Principal and Senior Management Team are aware of the financial risks faced by the College, and are
working closely with the Learning Skills Council, which has given the College support by funding the services of a
senior consultant, Sir George Sweeney, to assist in managing the change process.

The increase in and diversity of income is key to ensuring the sustamnability of the College’s work and expansion is
planaed in the following areas:

. Train > Gain (The Government’s largest ever investment in workplace skills development)
. Train to Gain Enhancement

The College has only recently moved into “Train to Gain” work and from this position has secured some £236,000
of contracts already in 2008/09 and has further bids in for work, estimating that the total income 1o be generated
for the year in this category should be around £400,000.

. Increase letting of Conference and event facilities

. Further development of the partnership with Higher Education, increasing the provision of foundation
degrees, linked 10 an increase in HE funding

- Grant funded project work within the remit of the College’s mission statement

. Bids for grants for technology, energy efficiency and other infrastructure investment

The College has ideniified savings and opened consultatton with the trade unions around a programme of restructuring
and redundancies. The total saving for 2009/10 is an estimated £500,000. Together with the projected additional
income from Train to Gain this should result in the College achieving a balanced budget for 2009/10.

The Governors, Principal and Senior Management Team recognises that it will need to continually review the
effectiveness of its provision, the funding received for different provision and the need to be cost effective and take
measures to reduce the cost of provision. The financial position of the College is discussed with members of the
Finance Committee twice each term and regular meetings are being held with LSC officers.

The LSC has stated that for 2009/10 they will condnue to ensure that Specialist Designated Insttutions (such as the
Ceollege) have reasonable budgetary stabtlity and that 2008/09 funding levels will be maintained, this protection will

be subject to an assessment of the quality of provision and any notces to improve.

The College's bankers have formally renewed the College's overdraft facility for a further rwelve month period to
January 2010.

In the hight of the restructuring programme and other factors listed above, the members consider that while there
remaing some uncertainty over specific amounts 10 be received from Train to Gain and the amounts o be saved,

sufficient measures are in place for the financial statements (o be prepared on a going concern basis.

Funding council grants

Learning Learning

and Skills and Sklls

Counci) Council

2008 2007

£ L

Recurrent grant 3,024,569 3,004 474
Release of deferred capital grants 103,466 85,028
Child Care 52,568 29,399
Loeal initiative funds 69,018 117,509

3,249,621 3,236,470
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Tuition fees and charges

Home fees and charges

Other grant income

Release from deferred capiual grants (non Funding Council)
European funds

Other funds

Other operating income

Catering and residence operations
Other income generating acnivities

Investment income

Interest received

Staff costs

Staff costs during the year were as follows:

Wages and salaries

Social security costs
Other pension costs
Staff costs accrual release

27

2008 2007

£ L
476,981 330,932
2008 2007

£ £

17,219 17,219
1,258,825 289 564
781,462 450,020
2,057,506 756,803
2008 2007

£ £
731,589 679,500
413,399 307,183
1,144,988 986,692
2008 2007

£ L

38,281 45,630
2008 2007

£ £
2,775,127 2,686,634
212,762 207,587
565,915 354,733
(37,756) -
3,516,048 3,248,954
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Staff costs {continued)

The average monthly number of persons (including senior postholders) employed by the college during the year was:

2008 2007

Number Number

Teaching departments - teaching seaff 27 28
Teaching support services 12 12
Other support services 13 14
Administration and central services 27 28
Premises . 18 17
97 99

Staff costs for the above persons: Restated
2008 2007

£ £

Teaching departments - teaching staff . 1,328,543 1,307,123
Teaching support services 342 351 341,644
Other support services 178,342 168,878
Administration and central services 950,824 958,971
Premises 255,539 276,425
Academy for Community leadership 275,205 161,913
FRS 17 retirement benefit charges 223,000 34,000
Staff cost accrual release (37,756) -

3,516,048 3,248,954

Senior postholders are defined as the principal (Chief Executive) and holders of other posts as identified by the
Board of Governors. The Board of Governors makes all appointments to senior posts.

Total staff costs analysed by type of contract were:

2008 2007

£ L

Employment costs for staff on permanent contracts 2,850,723 2,823 834
Employment costs for staff on short-term and temporary‘contracts 480,081 391,120
FRS 17 retitement benefit charge 223,000 34,000
Staff cost accrual release (37,756) -

3,516,048 3,248,954

Restatement of Comparative Information

The college has reviewed the staffing categories for 2007 and has made changes to the way employees are classified.
In addition, the previous vear's treatment of FRS 17 retirement benefir charge to apportion across relevant staff costs
has been amended 10 disclose the charge as a single fifure. The comparative figures have been restated accordingly.
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Staff costs (continued)

The number of saff, including senior postholders and the principal, who received emoluments in the following
ANges was:

2008 2007
Number 2008 Number 2007
Senior Number Senior Number
postholders Other Postholders Other
£50,001 o £60,000 - 8 - 4
£60,001 to £70,000 1 - 5 -
£70,001 to £80,000 3 - - -
£90,000 o £100,000 1 - 1
5 8 6 4
The pay award for non-academic staff effective from April 2008 had not been settled at the 31 July 2008, a
provision for a 3% pay award has been included in the accounts.
A pay award of 3% was made from May 2008 for academic and academic related staff, with a further 2.5% pay
award from October 2008,
Senior postholders’ emoluments
2008 2007
Number Number
The number of senior postholders including the principal was: 5 6
Senior postholders” emoluments are made up as follows: 2008 2007
£ £
Salaries 314,446 358,416
Pension contributions 46,507 56,628
Total emoluments 360,953 415,044

The previous emoluments include amounts payable to the prinetpal (who is also the highest paid senior postholder)
of:

2008 2007
£ £
Salary ' 76,725 79,634
Pension contribution . 10,741 11,149
87,466 90,783

Senior postholders, including the principal, received a pay increase of 3% with effect from May 2008, with a further
pay mncrease of 2.5% from October 2008, these pay awards were approved by the Board of Governors. This
increase was in line with the increase awarded to all academic and academic related staff,
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Senior postholders emoluments (continued)

Ex gratia payment made to a former senior post holder or higher paid employee.

2008 2007
£ £
- 11,550

Ex gratia payment made to former employee

Members of the Board of Governors, other 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 course of their duties.

Overseas activities
The following costs were incurred during 2007/08 in respect of overseas activities, which were carried out in
accordance with the strategy approved by the governing body:

2008 2007
Total Contnbutions Net cost to Net cost to
cost received college college
£ £ £ £
Senior postholders - - - -
Other staff - 624 624
- 624 624
Other operating expenses
2008 2007
£ £
Teaching Departments 196,036 170,097
Teaching support services 49,456 64,284
Other support services . 61,285 63,480
Administration and central services 272,214 256,929
General education 173,349 155,330
Premises costs — Running costs 267,857 247,657
Premises costs — Maintenance 80,256 73,704
Premises costs - Rents and leases 50,968 20,000
Catering and residence operations 675,950 536,908
Academy for Community leadership 1,430,415 255,687

3,257,786 1,844,076

Other operating expenses include: 2008 2007
£ £
Auditors’ remuneration
- Fees payable 10 the College’s auditor for audit of the College's annual accounts
Audit 11,868 11,060
- Fees payable to internal audit 11,750 12,828

- Other services 7,232 -
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Bursaries
2008 2007
£ £
Receips 356,438 286,435
Payments (357,399) (286,435)
(561) :
Interest payable
2008 2007
£ L
Penston finance costs 56,000 51,000
On loans
Repayable within 5 vears, by instalments 1,568 2,143
57,568 53,143
Exceptional item
No exceptional items during the penod
Taxation
The College was not liable for any corporation tax arising out of its activities during the year.
Tangible fixed assets
Frechold
land and Improvements
buildings to property Equipment Total
£ £ £ £
Cost
Ar 1 August 2007 781,934 4,199,051 1,326,004 6,306,989
Additions - 28,168 89,160 117,328
At 31 July 2008 781,934 4,227,219 1,415,164 6,424,317
Depreciation
Ar 1 Aungust 2007 136,875 2,114.911 1,254,510 3,506,296
Charge for the year 17,151 108,664 121,326 247 141
At 31 July 2008 154,026 2223575 1,375,836 3,753,437
Net book amount at 31 July 2008 627,908 2,003,644 39,328 2,670,880
Net book amount at 31 July 2007 645,059 2,084,140 71,494 2,800,693
Financed by capital grant 224,143 1,050,331 81,630 1,356,104
Other 403,765 871,456 39,555 1,314,776
627,908 1,921,787 121,185 2,670,880

Freehold land and buildings and improvements to property with a net book value of £1,159,368 have been financed
by exchequer funds. Should these assets be sold, the College may be liable, under the terms of the Finance

memorandum with the Council, 1o surrender the proceeds.
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Tangible fixed assets (continued)

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 value
for the property and land surrounding it. Improvements made to the property 2nd buildings built by the College are
included at cost.

An assessment by Knight Frank of the hypothetical market rental value of the Main House indicates that immediate
repairs required (o its structure together with the ongoing running and maintenance costs to be borne by the College
are sufficiently onerous that the property would be unbkely to let on the open market and if so would attain no more

15

16

17

18

than a nominal rental,

Stock
2008 2007
£ £
Goods for resale 2,433 2,781
Debtors
2008 2007
£ £
Amounts falling due within one year:
Trade debtors 346,145 1,048,385
Other debtors 19,234 -
LSC grant debtor - 22,621
Prepayments and accrued income 50,369 39,649
415,748 1,110,655
Creditors: amounts falling due within one year
2008 2007
£ £
Loans 9,125 8,488
Payments received in advance 62,429 459 363
Trade creditors 961,448 423 344
Other creditors 67,674 814,925
Other taxation and social securiry 83,528 85,606
Accruals 22,146 12,828
1,206,350 1,804,554
Creditors: amounts falling due after more than one year
2008 2007
£ L
Loans - 9,125
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Borrowings

Borrowings are repayable as follows:

2008 2007
£ £
Within one year
Loans 9,125 8,488
After one and within two years .
Loans - 9,125
9,125 17,613
The loans outstanding represent various monies lent to the College through:
2008 2007
£ £
Union loans 9.125 17,613

The loan outstanding represents monies lent to the College by a Trade Union and is not secured by charges on the
College’s assets.

Provision for liabilities

Enhanced pension provision Total
£
At 1 August 2007 46,719
Provision made in the year ’ 5,811
Expenditure in the year (2,815)

At 31 July 2008 49,715
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Deferred capital grants

At Y August 2007
Land and buildings and improvements to property
Equipment

Cash receivable
Land and buildings and improvements to property

Equipment

Released o income and expenditure
Land and buildings and improvements to property

Equipment

At 31 July 2008
Land and buildings and improvements to property

Equipment

Analysis of capital grants received from the Learning and Skills Council during 2007/08

LSC Information Technology & Salix Energy Efficient Grants

Capital reserves

At 1 August 2007
Transfer from income and expenditure account

Transfer to income and expenditure account

At 31 July 2008

Income and expenditure account

At 31 July

Deficit on conunuing operatons
Transfer to capital reserve
Transfer from revaluation reserve
Acruanal gains and losses

a4
Funding Other
council grants Total

£ £ £
1,110,020 84,347 1,194 367
6,726 59,112 65,838
1.116,746 143,459 1,260,205
89,076 89,076
89.076 - 89,076
80,239 12,076 92315
23,227 5,143 28,370
103,466 17,219 120,685
1,029,781 72,271 1,102,052
72,575 53,969 126,544
1,102,356 126,240 1,228 596
£
89,076

2008 2007

£ £
1,267,002 1,137,143
28,252 244 325

(113,273) (114,466)
1,181,981 1,267,002

2008 2007

£ L

(1,396,509} {1,490,094)

(111,166) (63,556)

113,273 (244,325)

(28,252} 114,466

{635,000) 287.000

(2,057,654) {1,396,509)
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Reconciliation of movement in members’ funds

2008 2007

£ £

Deficit for the financial year (111,166) {63,556}
Actuarial gains and losses (635,000) 287,000
Opening members' funds (129,507) (352,951)

(875,673) (129,507)

Closing members' funds

Capital commitments

2008 2007

Contracted for but not provided in these financial starements

Pension and similar obligations

The College's employees belong to two principal pension schemes, the Universites Superannuation Scheme (LIS5)
and the South Yorkshire Pensions Authonity (SYPA).

2008 2007

£7000 £000

Universities superannuation scheme contributions 142 153
South Yorkshire Pension Authority cost 414 277
Timing differences 9 {75}
565 355

Timing differences have arisen due to differences in recognition of special contributions in prior year,

Universities Superannuation Scheme
The Universites Superannuation Scheme is a2 muli-employer benefit scheme. Contnbutions on a pay as you go
basis are credited to the exchequer under arrangements governed by the Superannuation Act 1972,

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

Latest actuanal valuation 31 March 2005
Actuanal method Projected Unit
Investment returns per annum 4.5% per annum
Pension increases per annum 2.9% per annum
Salary scale increases per annum 3.9% per annum
Market value of assets at date of last valuaton £21,739 million
Proportion of members' accrued benefits covered by the acuarial value of the assets : 7%

Under the definitions set out in Financial Reporting Standard 17 (Retirement Benefits), the USS is a muiti-employer
pension scheme. The College is unable to idenufy its share of the underlyving assets and liabilities of the scheme.
Accordingly, the College has taken advantage of the exemption in FRS 17 and had accounted for its contributions to
the scheme as if it were a-defined benefit contribution scheme. The College has set out above the information
available on the deficit in the scheme and the implications for the College in terms of the anticipated

contribution rates.
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Pension and similar obligations {continued)

South Yorkshire Pensions Authority

36

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 2008 was £257,563 (2007: £309,372) of which employer's coniributions
totalled £192,840 (2007: £240,772) and employees' contributions totalled £64,723 (2007: £68,600). The agreed
contribution rates for future years are 22.8% for employers and from 5.5% to 7.5% for employees.

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

as follows:

Latest actuaral valuation

Actuarial method

Investment returns per annum

Pension increases per annum

Salary scale increases per annum

Market value of assets ar date of last valuation

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

31 March 2007
Projected Unit
6.50% per annum
3.80% per annum
5.30% per annum
£3,720 million

86%

The following information is based upon a full valuation of the Fund at 31 March 2007 updated to 31 July 2008 by a

qualified independent actuary.

At 31 July

2008

%

Inflation 3.80
Rate of increase in salanies 530
Rate of increase in pensions 3.80
Discount rate for liabilities 5.90

At 31 July

2007

Q /D

320
495
3.20
5.80

Ar 31 July

The current mortality assumptions include sufficient allowances for future improvements in mortality rates. The

assumed life expecrations on retirement age 65 are:

At 31 July
2008
Retiring today
Males 20.3
Females 23.1
Retiring in 20 years
Males 21.3
Females 24.0

At 31 July

2007
19.7
22,0

222
250

2006

%o

3.00
4775
3.00
5.10
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Pension and similar obligations (continued)
The College's assets in the scheme and the expected rates of return were:
Long-term Long-term Long-term
rate of rate of rate of
return return refurn
expected at Value at expected Value at expected Value at
31 July 31 July at 31 July 31 July ar 31 July 31 July
2008 2008 2007 2007 2006 2006
Ye L0000 % £000 Y% £000
Equities 7.50 2,174 7.5 2,616 7.0 2,367
Government bonds 4.80 518 49 588 4.4 566
Other bonds 5.90 264 58 250 5.1 272
Property 6.50 372 6.5 465 6.0 415
Cash/liquidity 5.00 146 3.75 56 4.5 55
Total Market Value of assets 3,474 3,975 3,675
Present value of scheme liabilities (5,921) (5,508) (3,410
(2,447 (1,533) (1,735)
Analysis of the amount charged to income and expenditure account 2008 2007
£'000 £000
Service cost (184) (199
Employer past service cost {230) (78)
Total operating charge {(114) 277
Analysis of pension finance costs
Expected return on pension scheme assets 259 220
Interest on pension habilities (315) 271
Net pension finance cost (56) (1)
Amount recognised in the statement of total recognised gains and losses (STRGL)
2008 2007
£'000 £000
Actual return less expected return on pension scheme assets (448) 209
Experience gains and losses arising on the scheme habilites 286 -
Change in financial and demographic assumpuons underlying the scheme liabilites (473) 78
Actuarial (loss)/gain recognised in STRGL (635) 287
Movement in surplus during year 2008 2007
£'000 £000
Deficit in scheme at 1 August 2007 {1,533) (1,735)
Movement in year:
Current service charge (184) (199)
Contnbuttons 191 243
Past service cost (230) (78
Net interest/return on assets (56) {51)
Actuarial {loss)/gain (635) 287
Deficit in scheme at 31 July 2008 (2,447) (1,533}
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Pension and similar obligations (continued)
2008 2007
£'000 £000
Reconciliation of liabilities
Liabilities at 1 August 2007 5,508 5,410
Service cost 184 199
Interest cost 315 271
Employee contributions 65 66
Actuarial losses/ (gains) on scheme liabilities 23 n
Benefirs patd (404) {439)
Past service cost 230 -
Curtailment - 78
Liabilities at 31 July 2008 5,921 5,508
2008 2007
£'000 £600
Reconciliation of assets
Assets at 1 August 2007 3,975 3,675
Expected return on assets 259 220
Actuanal (loss)/gain (612) 210
Employer contributions 191 243
Employee contributions 65 66
Benefits paid ) (404) {439)
Assets at 31 July 2008 3,474 3,975
History of experience gains and losses
2008 2007 2006 2005
£7000 £7000 £000 £7000
Difference between the expected and actual return on assets:
Amount _ (448) 209 219 349
% of scheme assets 12.8% 53% 6% 11.2%
Experience gains and losses arising on the scheme liabilities 286 - (87) (380)
% of scheme liabilities 4.8% 0% 1.6% 7.9%
Total amount recognised in STRGL
Amount (627) 78 (215) (695)
% of scheme labilities 10.7% 1.4% 4% 14.4%
Net cash inflow from operating activities
2008 2007
£ L
Deficit on continuing operations after depreciation (111,166) (63,556)
Depreciation 247,141 250,286
Pensions adjustment 279,000 85,000
Deferred capital grants released to income (120,685) (102,247)
Interest payable 1,568 2,143
Decrease in stock 348 132
Decrease/ (increase) in debiors 694,907 (407,846)
(Decrease)/increase in creditors (598,841) 367,166
Increase in provisions 2,996 1,386
Interest recetvable (38,281) {45,630)
Net cash inflow from operating activities ) 356,987 86,834

2004
£000

51
2.2%

(36)
1.7%
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Analysis of changes in net {debt)/funds
At Other
August non cash At 31 July
2007 Cashflows changes 2008
£ £ £ £
Cash in at bank and 1n hand 609,267 356,960 - 966,927
Debt due within one year (8,488) 8,488 (9,125) (9,125)
Debt due after one year (9,123) - 92125 -
(17,613) 8,488 - (9,125)
Total 592,354 365,448 - 957,802

Company limited by guarantee

The Notthern College Company is limired by guarantee and has no share capital. The liability of its members 15
limited to an amount not exceeding £1. At 31 July 2008 there were 27 members (2007: 26).

Contingent liabilities

There were no contingent habilines at 31 July 2008 or 31 July 2007.

Related party transactions

Due to the nawre of the College’s operations and the composition of the Board of Governors (being drawn from
local public and private sector organisations) it is inevitable thar transactions will take place with organisations in
which 2 member of the Board of Governors may have an interest. All transactions 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 proceduses.

The Wentworth Castle and Stainborough Park Heritage Trust is a related 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
future. It is also considered that there is a level of common influence at the management level.

The financial arrangements berween the College and the Wentworth Castle and Stainborough Park Heritage 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 Hertage Lottery Fund and the LSC capital funding agreement. During the financial
year 2006/07 the College received grant funding from the LSC to fund payments made by the Trust in respect of
work carried out on the roof renewal and external repairs to Wentworth Castle, due to LSC funding constraints this
funding had to be paid to the College, who then pass the funds on to the Trust.

During the year to 31 July 2008 the final grant of £466,844 was received from the LSC, bringing the total grant
received to £1,500,000 and payment made to the Trust of the outstanding balance of £769,277 bringing the total
payment to £1,500,000 excluding VAT.

At 31 July 2008 the College included a debtor to the value of £25732 in the financial statements in respect of goods
and services provided to the Trust, however discussions are still ongoing regarding the appropriateness basis for the
shared services,
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|
32 Learner support funds
! - 2008 -2007
| £ £
i Access funds
| Brought forward 545 -
Learning and Skills Council Grants 23,771 21,231
Interest earned 119 32
24,435 21,263
Disbursed 1o students (20,847) (18,186)
Administration charge (1,913) (2,532)
Balance unspent as at 31 July 1,675 545
Other Learner Support Funds
Leamning and Skills Council
_ Childcare 52,568 29,339
Amount consolidated in financial statements as childcare {52,568) (29,399)

Balance unspent as at 31 July -

Learning and Skills Council grants are available solely for students. In the majonty of instances, the College only acts
as a paying agent. In these circumstances, the grants and related disbursements are therefore excluded from the
Income and Expendirure Account. The income and expenditure consolidated in the College's financial statements

relates 1o the provision of childcare.




