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St Francis Xavier 6th Form College

For the Year Ended 31 July 2016

Report of the Board of Governors

NATURE, OBJECTIVES AND STRATEGIES

The Board of Governors present their report and the audited financial statements for the year ended 31
July 2018.

Legal status

The Board of Governors is a corporate body established under the Further and Higher Education Act 1992
for the purpose of conducting the activities of St Francis Xavier 6th Form College. The Board of Governors

together with the College is an exempt charity for the purposes of the Charities Act 2011.

The College was formed as St Francis Xavier 6th Form College.

Mission

The College’s mission, as approved by its Board of Governors in July 2005, is:

We at St Francis Xavier 6th Form College aim to provide for the educational needs of our students in a
Catholic environment that proclaims Jesus Christ, the Way, the Truth and the Life. We are commiitted o a
community based on mutual respect where we recognise our responsibilities to ourselves and others.
Public benefit

St Francis Xavier 6th Form College is an exempt charity under Part 3 of the Charities Act 2011 and from 1
September 2013, is regulated by the Secretary of State for Education as Principal Regulator for all Sixth
Form Colleges. The members of the Governing Body, who are trustees of the charity, are disclosed on
pages 15 and 16.

In setting and reviewing the College’s sirategic cobjectives, the Governing Body has had due regard for the
Charity Commission’s guidance on public benefit and patticularly upon its supplementary guidance on the
advancement of education. The guidance sets out the requirement that all organisations wishing to be
recognised as charities must demonstrate, explicitly, that their aims are for the public benefit.

[n delivering its mission, the College provides the following identifiable public benefit for the advancement
of education:

+ High-quality teaching;

+ Widening participation and tackling social exclusion;

+ Excellent university progression and employment rates for students;
+ Strong student support systems; and

+ Good links with employers, industry and commerce.
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Implementation of Strategic Plan

In July 2015 the College adopted a strategic plan for the period 1 August 2015 to 31 July 2016. This
strategic plan includes property and financial plans. The Governing Body monitors the performance of the
College against these plans. The plans are reviewed and updated each year. The College’s continuing

strategic objectives are to maintain a high quality teaching and [earning environment, whilst ensuring long
term financial sustainability for the institution and the specific objectives for 15-16 are set out below.

1. Maintenance of financial health and income generation

» To ensure that the College remains financially sustainable (with at least good financial health)
for the long term.

s To ensure that the curriculum offered by the College remains both effective & efficient and
addresses the needs of Catholic/other stakeholders and the lccal community and addresses
the wider skills gaps & issues identified across London.

s To ensure that the College continues to manage on-going cuts to EFA funding budgets,
without compromising the resources available for teaching & learning provision. {This has
required and will continue to necessitate an active commitment to cutting overall staffing levels,
primarily in back-office and support services and a willingness to adapt the shared services
agenda)

*» To ensure that the College retains an on-going commitment to the generation of non EFA
income streams, which has grown significantly in recent years.
2. Development of curriculum provision, specifically apprenticeships

+ To explore the development of an Apprenticeship programme, possibly in partnership with
another sixth form or FE College.

« To explore the further development of UAL curriculum provision at the college
3.  Strong retention and examination results

+« Improved cutcomes at A and AS Level

+ Sustaining strong outcomes in vocational courses

4. Preparation it all areas for a strong inspection under the new Ofsted CIF
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Performance Indicators
The College has continued fo monitor the following as key performance indicators in 2015-2016.
+ Success rates and Ofsted data
+ Self-assessment/ inspection and curriculum external moderation
+ | eamer destinations and satisfaction surveys
+ Financial health measures

The College is committed to observing the importance of sector measures and indicators and uses the
Ofsted national benchmarks for Sixth Form Colleges as well as SFCA/AOC data in order to measure
comparative success rates.

In terms of in year performance against strategic objectives, whilst the Oisted inspection outcome in
January 2016 was disappointing, there was an improvement in headline performance at A Level in summer
2016 and BTEC outcomes, particularly at BTEC Extended Diploma {Level 3) were strong. Performance in
Level 3 UAL (University Arts London} courses was also strong and in 16/17 the College will widen the UAL
provision by adding an Extended Diploma in Performance to those which are already established (Art &
Media). In addition the College has made excellent progress in terms of its preparation to launch
apprenticeships 'in 16/17 and has an agreement with John Ruskin SFC to subcontract over 50
apprenticeship places. In summary, setting aside pension liabilities, which are outside the direct control of
managemeni, the operational performance in terms of financial resulis of the College for 15/16 has
remained very positive and it is also pleasing to'note that the area reviews seem to be moving to the
conclusion that the college has the financial strength to remain a ‘standalone’ institution in the future.

The financial indicators (Financial Healih and Financial Management and Control) will continue to be
graded and will be reported to providers directly by the relevant funding body.

The College is reguired to complete the annual Finance Records for the Education Funding Agency

(“EFA™). The Finance Record produces a financial health grading. The current rating of Good is considered
an acceptable outcome.

FINANCIAL POSITION
Financial resulis
The College generated an operating deficit in the year of £217,000 (2014/15 — £135,000 deficit).

(Note: The result was a surplus of £37,000 prior to the application of the FRS 102 Pension Adjustment and
the £42,845 additional lump sum payment).

The College has accumulated unrestricted reserves before deduction of the pension reserve of
£12,167,000 (201415 - £12,173,000) and a cash balance of £2,456,000 (2014/15 - £2,301,000).

Tangible fixed asset additions during the year amounted to £282,000 (2014/15 - £1,334,000). This was
split between land and buildings additions of £15,000 and equipment purchases of £267,000.

In the main, this related to the works on a science room, [T improvements to the infrastructure inctuding
new computers & the CCTV system.
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FINANCIAL POSITION (continued)

The College still has significant reliance on the education sector funding bodies for its principal funding
source, largely from recurrent grants. In 2016 the funding bodies provided 91% of the College’s total
income {2014/15 — 91%);.

Investments

The College has one subsidiary cornpany, SFX Corporate Services Limited. The principal activity of SFX
Corporate Services Limited is to provide senior management, commercial and consultancy services in all
areas of educational leadership and management. These areas include curriculum, adminisiration, 1T, MIS,
estates and communication technology. Any surpluses generated by the subsidiary are transferred to the
College under deed of covenant. In the current year, the overall surplus generated was £33,200.

Treasury policies and objectives

Treasury management 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.

All major transactions are authorised by the Governors through the Finance and Resources Commitiee
and the adherence to the College’s Treasury Management Policy. Such arrangements are resfricted by
limits in the College’s Conditions of Funding Agreement agreed with the EFA. All other borrowing requires
the autherisation of the College and shall comply with the requirements of the Conditions of Funding
Agreement.

Short term barrowing for temporary revenue purposes is authorised by the Accounting Officer. All other
borrowing requires the authorisation of the Corporation and shall comply with the requirements of the
Conditions of Funding Agreement.

Cash flows

There was an operating cash inflow of £475,000 {2014/15 £813,000), and there was an overall increase in
cash of £155,000 in the year.

Liquidity

The size of the College’s total borrowing and its approach to interest rates has been calculated to ensure a
reasonable cushion hetween the total cost of servicing debt and cperating cash flow. During the year this
margin was comfortably exceeded.

Reserves Policy

The College needs to have sufficient reserves to enable it to meet its obligations should there be an
unexpected revenue shortfall. The existence of unrestricted reserves also offers the College flexibility to
plan and fund major projects to develop and maintain its buildings and facilities.

By their very nature, the availability of the restricted and endowed funds for the general operation of the
College is limited. Accordingly it is the unrestricted funds (or General purpose reserve) which are
expendable at the discretion of the Board of Governors in the furtherance of the objectives of the College.
General purpose reserve decreased by £1.5m during 2015/186, with the balance being £7.8m at 31 July
2016. General purpose reserves are represented by net current assets of the College with the Governors
requiring a minimum cash balance of £1m to be held.

There were endowed funds/restricted reserves of £1,000 available for prizes.
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CURRENT AND FUTURE DEVELOPMENT AND PERFORMANCE
Student Numbers

The College is funded according to the number of students enrolled. (on a lagged basis). In 2015/18, the
College recruited 1,415 (2014/15 - 1,392) students against a target of 1,392 . All learners were either 16-18
studenis or fell within the 19+ continuing learners’ categories. There were no 19+ learners or part time
students.

Student Achievements

The College underwent a full Ofsted inspection in January 2016. A four-point scale is used to summarise
judgements about achievement and standards.

Overall Effectiveness — Grade 3 (R.l)

Outcomes for Learners - Grade 3 (R.1)

Personal development, behaviour and welfare- Grade 2 (Good)
Quality of Teaching, Learning and Assessment — Grade 3 (R.])
Leadership and Management — Grade 3 (R.1}

16-19 Study Programmes ~ Grade 3 (R.[)

This was a disappointing and contested outcome, however the college is now working with the Ofsted
‘Support & Challenge’ HMI and is hopefut of returning to a Grade 2 (Good) in due course.

Curriculum Developments

The College’s core husiness is the delivery of a range of full time 16-19 courses, primarily but not
exclusively, at Level 3. The College offers a mixture of academic A and AS qgualifications and Vocational
Extended Diploma and Diploma qualifications. At Level 2 Vacational Diplomas are supplemented by GCSE
provision in English and Maths. Level 1 Learners follow a Foundation Learning Programme centred on a
Business core complemented by functional skills and PSD qualifications. In 16/17 the development of the
new Apprenticeship programme will further diversify the options available for level 2 and level 3 students.

Payment Performance

The Late Payment of Commercial Debts (Interest) Act 1998, which came into force on 1 November 1998,
requires colleges, in the absence of agreement io the contrary, to make payments o suppliers within 30
days of either the provision of goods or services or the date on which the invoice was received. During the
accounting period from 1 August 2015 to 31 July 20186, the College paid 96% of iis invoices within 30 days.
The College incurred no interest charge in respect of late payment for this period.

Staff and Student Involvement

The College considers good communication with its staff to be very important and to this end it publishes
regular newslstters and daily bulletins, which are available to all staff. In addition a full staff briefing is held
on a weekly basis, and all key information is available in the siaff area of the College website/Moodle.
Furthermore the SMT holds regular maetings with the teaching associations and unions. The College also
encourages staff and student involvement through membership of formal committees. In order to ensure
the College is responsive to the *student voice’ a member of staff has been given responsibility for this area
to ensure it is audited and monitored.
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Taxation

The majority of the Coltege’s activities are outside the scope of corporation tax.

Future developments

The College completed a series of capital projects and building improvements in 14/15 and is now
completing a successful ‘Condition Improvement Fund’ safeguarding bid to augment the estate and
improve security. In addition the College continues fo commit large-scale investment to IT infrastructure to
improve and enhance the learning environment for students. This level of investment will be maintained.
The College remains conscious of government funding constraints and is actively developing other funding
streams through increased corporate commercial activity.

The College strategic plan for 16-17 concentrates on the following themes:
s improving outcomes and learner progress (Ofsted agenda)
» Development of curriculum and apprenticeships
» Financial sustainability

s  Staif growth and development including maintaining and enhancing the college ethos

RESOURCES

The College continues to invest in its building and facilities to ensure students have the most up to date
leamning environment. Nevertheless the Colleges most valuable resource remains its teaching and support
staff. The College’s policy is to ensure that they are of the highest quality so that our students receive the
very best post 16 education. However, this doss mean (even allowing for the fact that the college does not
outsource activities such as cleaning or payroll) that our staff costs are above average for the sector. We
are mindful therefore of the need to gradually downsize the staffing complement (primarily in support staff
functions) to make appropriate savings. This is a strategy that has been underway for some time.

13/14 139 FTE staff (79 teaching FTE)
14/15 135 FTE staff (72 teaching FTE)
15/16 131 FTE Staff (74 teaching FTE)

Financial
The College has £7.8m (2014/15 - £9.4m) of net assets (including £4.4m pension liability {2014/15 -
£2.8m)).

People
The College employs 131 people (expressed as full time equivalents), of whom 74 are teaching staff.

Reputation
The College has a very good reputation locally and nationally. Maintaining a quality brand is essential for
the College’s success in attracting students and sustaining external relationships.
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PRINCIPAL RISKS AND UNCERTAINTIES

The College has undertaken further work during the year to develop and embed the system of infernal
contral, including financial, operational and risk management which is designed to protect the College’s
assets and reputation.

Based on the strategic plan and Board Assurance Framework, the Risk Management Group undertakes a
comprehensive review of the risks to which the College is exposed. They identify systems and procedures,
including specific preventable actions which should mitigate any potential impact on the College. The
internal controls are then implemented and the subsequent year's appraisal will review their effectiveness
and progress against risk mitigation actions. [n addition to the annual review, the Risk Management Group
will also consider any risks which may arise as a result of a new area of work being undertaken by the
Callege.

A risk register is maintained at the College level which is reviewed at every meeting by the Governors’
Audit Committee and more frequently where necessary. The risk register identifies the key risks, the
likelihood of those risks occurring, their potential impact on the College and the actions being taken to
reduce and mitigate the risks. Risks are prioritised using a consistent scoring system.

This process is supported by strategies to raise awareness of risk throughout the College.

QOutlined below is a description of the principal risk factors that may affect the College. Not all the factors
are within the College’s control. Other factors besides those listed below may also adversely affect the
College.

1. Changes to levels of Government funding

The changes in funding methodology {and changes to 18+ Funding) have impacted on the level of
EFA grants and recurrent funding. The College continues to pursue a variety of strategies to mitigate
these reductions including growth in lagged numbers, curriculum re-organisation and the development
of alternative income streams. The College is aware of the current government agenda to look at all
aspects of structural efficiencies and has been actively engaged in the Area Review London Central
process. Although the final outcomes of this process are still unknown the process to date has agreed
with the preferred college option of remaining a ‘standalone’ institution. The financial commentary
accompanying this proposal suggesting that the college remains financially robust and has a detailed
plan for longerterm sustainability. Until these recommendations are confirmed however the college
remains af risk.

2. Changes regarding the funding of pension liabilities
In financial terms there is also a growing risk to the college from the recent increases in LGPS Pension
liabilities and the college is engaging with SFCA/AOC (and others) to understand the exact nature of
this risk, should it be realised.

3. Changes in levels of student recruitment
The College operates in an increasingly competitive market place and remains conscious to maintain
very effective recruitment and marketing strategies. Provisional 16-18 recruitment numbers for 2016-
17 remain strong, but this factor remains an annual risk.

4. Ofsted Inspection Qutcome
Improving the quality of student outcomes and therefore improving the current Ofsted grade of

‘Requires Improvement’ is important. The college needs fo sustain a reputation for high quality
outcomes and this is a number one priority for 16/17
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STAKEHOLDER RELATIONSHIPS
In line with other colleges St Francis Xavier 6th Form College has many stakeholders. These include:

Students

Parents/Guardians

EFA (DFE)

Sixth Form /FE Commissioner

Staff

Partner schools

Other Schools from which SFX recruits studenis
Universities/ Higher education bodies
Employers

Local Authorities

Government Offices/ Regional Development Agencies; and
The Archdiocese of Southwark.

LR SR I R R K

The College recognises the importance of these relationships and engages in regular cormmunication with
them through the College website, written communications and by meetings.

Equal Opportunities and Employment of Persons with a Disability

The College considers all applications for employment from applicants with a disability, bearing in mind the
aptitudes 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,
career development and opportunities for promotion for such staff members that are, as far as possible,
identical to those for other employees.

Disability Statement

The College seeks to achieve the objectives set down in the Equality Act 2010.

. The College has a close link with Oak Lodge School for the deaf whereby students from there
undertake full-time mainstream courses ai the College;

ii. As part of the redevelopment of the buildings the College has installed lifts and ramps so that most of
the facilities allow access to people with a disability,

fii. There is a list of specialist equipment, such as lighting for audio facilities, electronic readers for
examinations, which the College can make available for use by students with specific needs. All of this
material as well as educational support for students is co-ordinated by the Learning Support
department,

iv. The College is accredited with ‘Investors in Diversity’ status.

v. The admissions policy for all students is described in the College charter and the College prospecius.
Appeals against a decision not to offer a place are dealt with under the complaints policy;

10
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Disability Statement (continued)

vi. The College has made a significant investment in the appointment of specialist tutors to support
students with learning difficulties and/or disabilities. There are a number of student support assistants
who can provide a variety of support for learning. There is a continuing programme of staff
development to ensure the provision of a high level of appropriate support for students who have
leaming difficulties and/or disabilities. The College works with representatives of the 14 local
authorities from which leamers are drawn in terms of securing appropriate levels of ALS funding for
high needs learners;

vii. Specialist programmes are described in programme information guides, and achievements and
destinations are recorded and published in the standard College format; and

viii. Counselling and welfare services are described in the College charter and student handbook.

St Francis Xavier 6th Form College Equality Plan (now contained within SFX Single Equality
Scheme)

Qur Commitment

St Francis Xavier 6th Form College affis that individuals from minority ethnic groups are entitled to the
same equal rights, responsibilities and opportunities as the majority population. The College strives fo
ensure that, whatever the heritage and origins of the members of the College community, everyone is
equally valued and treats one another with respect. This commitment is an essential expression of “the
Christian values that are the inspiration of the College”.

This policy statement reflects our equal opportunities policy and reminds us that diversity in our society is a
strength and we must ensure equality and equity having regard to issues of gender, age, race, religion,

disability and culture.

We will work towards the elimination of racism whether overt, covert or by omission, and we will ensure
that individuals and communities have equal access to the curriculum and College facilities.

The College believes that its profile of learners and staff is testimony to the fulfilment of these abjectives.

Ethnic breakdown for 2015/16 is as follows:

Student Population 2015/16

New
Ethnicity Students Total
Other 3.8% 4.7%
Asian 4.3% 4.9%
Black African 39.5% A3.7%
Black Caribbean 32.4% 23.5%
Chinese 0.4% 0.6%
Mixed 9.0% 8.8%
White 10.6% 13.8%
Total 100% 100%

1
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Staff Recruitment 2015/16 (including internal appointments)

Ethnicity Overall % of 201415 | % of new
No’s total | Recruitment
White 127 46.2% 113 49.1%
Mixed 13 4.7% 7 3.0%
Aslan or Asian British 25 9.1% 17 7.4%
Other Asian 1 0.4% 0 0.0%
Black & Black British 75 27.3% 39 17.0%
Chinese or Other Ethnic Group 8 2.8% 7 3.0%
Not known * 26 9.5% 47 20.4%
Total Black & Ethnic Minorities 122 44.4% 79 30.4%
Overall Total 275 100% 230 100%

* Applicants from Agencies where ethnicity not given.

DISCLOSURE OF INFORMATION TO AUDITOR

The members who held office at the date of approval of this report confirm that, so far as they are each
aware, there is no relevant audit information of which the College’s auditor is 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

to establish that the College’s auditor is aware of that information.

Approved by order of the Board of Governors on 8" December 2016 and signed on its behalf by:

Chair é (,.6 "‘j ‘-
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Key Management Personnel, Board of Governors and Professional advisers
Key management personnel

Key management personnel are defined as members of the College Leadership Team and were
represented by the following in 2015/16:

Stella Flannery Principal and CEO; Accounting officer

Andy Taylor Associate Principal Resources

Ciaran Graham Associate Principal Ethos & Student Welfare

Graham Thompson Associate Principal Curriculum

Board of Governors

A full list of Governors is given on page 15 of these financial statements.
Eleanor Lewis acted as Clerk to the Governing Body throughout the period.

Professional Advisers

Financial Statements and Regularity Internal Auditors:

Auditor;

Buzzacott LLP RSM Risk Assurance Services
130 Wood Strest 25 Farringdon Strest

London London

EC2V 6DL EC4A 4AB

Bankers: Solicitors:

Allied lrish Bank Irwin Mitchell

10 Berkeley Square 40 Holborn Viaduet

London London

W1J BAA EC1N 2PZ

13




St Francis Xavier 6th Form College
Year Ended 31 July 2016
Statement of Corporate Governance and Internal Contirol

Corporate Governance
The following statement is provided to enable readers of the annual report and accounts of the College to
obtain a better understanding of its governance and legal structure.

The College endeavours o conduct is business:

i) in accordance with the seven principals identified by the Committee on Standards in Public Life
(selflessness, integrity, objectivity, accountability, cpenness, honesty and leadership);

i) having due regard to the UK Corporate Governance Code (“the Code”) insofar as it is applicable to the
further education sector.

The College is committed to exhibiting best practice in all aspects of corporate governance. We have not
adopted and therefore do not apply the UK Corporate Governance Code. However, we have reported on
our Corporate Governance arrangements by drawing upon the 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.

The College is an exempt charity within the meaning of Part 3 of the Charities Act 2011. The Governors,
who are also the Trustees for the purposes of the Charities Act 2011, confirm that they have due regard for
the Charity Commission’s guidance on public benefit and that the required statements appear elsewhere in
these financial statements.
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The Board of Governors

The Governars who served on the Board during the year and up to the date of signature of this report were

as follows:
Date of Term of Date of Status of Commiitees Full Board
appointment office resignation appointment  Served Attendance
Mr ] Lopes 06/07/2015 1 year 11/07/2016 | Student 33% (1/3)
Albuguergue Governor
Miss (Lara) 11/07/2016 1 year Student 100% (1/1)
Grace Governor
Arogundade
Mr P Barber 01/07/2000 4 years Foundation 100% (3/3)
Re- Governor
appointed
19/09/2016
Mr M 10/06/2009 4 years Foundation Chair, Finance & 66% (2/3)
Belfourd Re- Gaovernor Resources (F&R)
appointed Vice-Chair of
09/06/2013 Governors,
Ms O Butler | 06/07/2015 1 year 11/07/2016 | Student 66% (2/3)
Governor
Ms P 24/01/2014 4 years Foundation Finance & Resources | 100% {3/3)
Cummings Governor {F&R)
MrR 25/03/2016 4 years Staff Governor 100% (111}
Cuthberison (teaching)
Miss F Doran | 10/06/2009 4 years Foundation Vice-Chair Finance & | 66% (2/3}
Re- Governaor Resources (F&R)
appeinted
09/06/2013
Ms H Everett | 26/03/2008 4 years 24/08/2016 | Staff Governor | Audit 100% (2/2)
Re-elected (teaching)
&re-
appointed
27/03/2012
Miss C 24/06/2016 4 years Foundation Curticulum, 100% (/1)
Ezekwe Governor Standards & Qualily
{CSQ)
Mrs S 01/08/2008 Ex officio Principal Finance & Resources | 100% {3/3)
Flannery {F&R)
Curriculum Standards
& Quality (CSQ)
Mr C Garvey | DB/06/2008 4 years Foundation Chair, Remuneration. | 100% (3/3)
Re- Governor Co-Chair, Curriculum
appoinied Standards & Quality
18/09/2016 (CsQ)

Chair of Governors
from 1/08/2015
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The Board of Governors {continued)

Date of Term of Date of Staius of Commitlees Fuli Board
appointment  office resignation appointment  Served Atfendance
Fr Willlam 08/11/2014 4 years 19/09/2016 | Foundation 0% (0/3)
Hebborn Govemor
Mrs C 05/02/2010 4 years 10/10/2015 | Foundation RemLneration, n/a
Johnston Giovernor Finance & Resources
E e-oimed (F&R)
D14 Co-Chalr Curriculum
Standards & Quality
(CSQ)
Ms S Jones | 10/07/2006 4 years Co-opied Audit, Safeguarding, 100% (3/3)
Re- Governor csQ
appointed
08/07/2013
Mrs § Long | 09/12/2015 4 years Staff Governecr 100% (3/3)
(non-teaching)
Mr M Lucas | 06/03/2007 4 years 23/06/2016 | Foundation Chair of Audit 100% (2/2)
Ra- Governor
appointed
06/07/2012
MrJ Opara | 01/04/1997 4 years Foundation Finance & Resources 100% (3/3)
Re- Governor {F&R)
appointed
19/09/2016
Ms Patricia | 08/12/2011 4 years Co-opted (LA | Curriculum Standards | 100% (3/3)
Rowe Re- nomination) & Quality (CSQ)
appointad Governor
08/12/2015
Mr N Sheta | 17/05/2016 4 years Foundation Audit 100% (111)
Governors
Mrs S 11/03/2015 4 years Foundation Audit 66% (2/3)
Spazzini Governor
Mr R 28/10/2010 4 years Foundation Vice Chair of Audit 100% (3/3)
Viansllo R Governor
e_
appointed
28/10/2014

Mrs E Lewis acts as Clerk to the Board of Governors.

It is the Board of Governors’ responsibility to 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 Governors meats on a termly basis.

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 Governors. These commitiees are Finance
and Resources, Remuneration, Gurriculum, Standards and Quality, Appeals and Audit.
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The Board of Governors (continued)

Full minutes of all meetings are available to download from the College website www.sfx.ac.uk or from the
Clerk to the Governors at:

5t Francis Xavier 6th Form College
10 Malwood Read
London
SW12 BEN

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

All Governors are able to take independent professional advice in furtherance of their duties at the
College’s expense and have access to the Clerk to the Governors, who is responsible to the Board for
ensuring compliance with all applicable procedures and regulations. The appointment, evaluation and
removal of the Clerk are matters for the Board of Governors as a whole.

Formal agendas, papers and reporis are supplied to Governors in a timely manner, prior to Board
meetings. Briefings are also provided on an ad-hoc basis.

The Board of Governors has a strong and independent non-executive element and no individual or group
(although Foundation Governors are always in the majority by three governors} 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 relationship, which could materially interfere with the
exercise of their independent judgement.

There is a clear division of responsibility in that the roles of the Chair and Accounting Officer are separate.

Appointments to the Board of Governors

Any new appointments and re-appointments to the Board of Foundation Governors are a matter for the
consideration of the Archbishop of Southwark. All administration is cartied out by the Education
Commission serving the Catholic Archdiocese of Southwark. The Board of Governors is responsible for
ensuting that appropriate training is provided as required.

The Governors are appointed for a term of office not exceeding four years.

Corporation performance

Reflective self-evaluation for the year 2015/16 took place on Saturday 15 October 2016 at a focus and
reflection morning for all Governors. At the direction of the Governing Body, the effectiveness of financial
planning and intemal control has been evaluated for 2015/16 using an FMCE Questionnaire template
provided by the SFCA (Sixth Form College’s Association) based on the pro-forma which had previously
been an annual mandatory requirement of the funding body. That self-assessment exercise produced an
outstanding grade for financial management and control.
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St Francis Xavier 6th Form College
Year Ended 31 July 2016
Statement of Corporate Governance and Internal Conirol

Remuneration Committee

Throughout the year ended 31 July 20186, the College’s Remuneration Commitiee comprised two / three
Governors. The committee’s responsibiliies are {0 make recommendations to the Board on the
remuneration and benefits of the Accounting Officer the Clerk to the Governors and other senior
postholders based an report and review of performance.

Details of senior postholders’ remuneration for the year ended 31 July 2016 are set out in note 6 to the
financial statements.

Audit Committee

The Audit Committee comprises a Chair and up to four other members with a minimum of three (the
majority of whom should be members of the Board of Governors). The commitiee operates in accordance
with written terms of reference approved by the Board of Governors.

The Audit Committee meets three times a year and provides a forum for reporting by the College’s internal
and financial statements 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 main
FE funding bodies as they affect the College’s business.

The Audit Committee is now guided by the agreed Board Assurance Framework in terms of the approach it
takes to internal audit.

The College’s internal auditors review the systems 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 recommendations and the internal auditors
undertake periodic follow up reviews to ensure that such recommendations have been implemented.

Based upon reports made to it, the Audit Committee monitors the adequacy and the effectiveness of the
internal control system and reports to the Board of Governors. The Audit Committee also advises the
Board of Governors on the appointment of internal, regularity and financial statements auditors and their
remuneration for both audit and non-audit work as well as reporting annually to the Corporation.

Internal Control
Scope of responsibility

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 risk
of failure to achieve business objectives, and can provide only reasonable, 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 conirol 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 Conditions of Funding Agreement
between St Francis Xavier 6th Form College and the EFA. She is also responsible for reporting to the
Board of Governors any material weaknesses, or breakdowns in internal contral.

18




St Francis Xavier 6th Form College
Year Ended 31 July 2016
Statement of Corporate Governance and Internal Control

Internal Control {continuad)
The purpose of the system of internal conirol

The system of internal control is designed to manage risk to a reasonable level rather than to eliminate all
risk of failure to 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 the agreed Board
Assurance framework which is an ongoing process designed to identify and prioritise the risks to
achievement of College policies, aims and objectives. It considers the likelihood of those risks being
realised, impact should they be realised, and looks at ways to manage them efficiently, effectively and
sconomically. The system of internal control has been in place in St Francis Xavier 6th Form College for
the year ended 31 July 2016 and up to the date of approval of the annual report and financial statements.

Capacity to handle risk

The Board of Governors has reviewed the risks to which the College is exposed together with the
operating, financial and compliance controfs 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 2016 and up to
the date of approval of the annual report and financial statements. 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 and
administrative procedures including the segregation 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 Board
of Governors;

+ regular reviews by the Board of Governors of periodic and annual financial reports which indicate
financial performance against forecasts;

+ setiing targets to measure financial and other performance;
+ clearly defined capital investment control guidelines; and
+ the adoption of formal project management disciplines, where appropriate.

St Francis Xavier 6th Form College engaged an internal audit service, which operates in accordance with
the requirements of the EFA and SFA’s Joint 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 audit plans are
designed based on this analysis and the assurance framework agreed with the Board of Governors. The
analysis of risks and the internal audit plans are endorsed by the College’s Board of Governors on the
advice and recommendation of the Audit Commitiee. As a minimum annually, the Head of Internal Audit
(HIA) provides the Board of Governors with a report on intemal audit activity in the College. The report
includes the HIA’s independent opinion on the adequacy and effectiveness of the College’s system of
internal control, risk management controls and governance processes and covers several of those risk and
internal control areas which would formerly have been an integral part of overall assurance and the annual
opinion of the audit service.
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St Francis Xavier 6th Form College
Year Ended 31 July 2016
Statement of Corporate Governance and Internal Control

Internal Control (continued)
Review of effectiveness

As Accounting Officer, the Principal has responsibility for reviewing the effectiveness of the system of
internal control. Her 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; and

+ comments made by the College’s external auditors in their management letters and other reports,

The Accounfing Officer has been advised on the implications of the result of the review of the effectiveness
of the system of internal control by the Audit Committes, which oversees the work of the internal auditor
and other sources of assurance, and a plan to address weaknesses and ensure continucus improvement
of the system is 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 risk awareness training. The senior management
team and the Audit Committee also receive regular reports from the internal auditors, which include
recommendations for improvement. The Audit Committee’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 therein 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 Autumn term meeting on 8" December 2016 the Board of Governors carried out the
annual assessment for the year ended 31 July 2016 by considering documentation from the senior
management team and internal audit, and taking account of events since 31 July 2016.

Based on the advice of the Audit Committee and the Accounting Officer, the Governing Body is of the
opinion that the College has an adequate and effective framework for governance, risk management and
control, and has fulfilled its statutory responsibility for “the effective and efficient use of resources, the
solvency of the College and safeguarding of its assets”.

Going Concern

After making appropriate enquiries, the Board of Governors considers that the College has adeguate
resources io continue in operational existence for the foreseeable future. For this reason, it continues to

adopt the going concern basis in preparing the financial statements.

Approved by order of the Board of Governors on 8" December 2016 and signed on its behalf by:

()

Chair d "’3 Accounting Officer
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St Francis Xavier 6th Form College

Year Ended 31 July 2016

Governing Body’s statement on the College’s reguiarity,
propriety and compliance with Funding body terms and
conditions of funding

The Governing Body has considered its responsibility to notify the Education Funding Agency of material
irregularity, impropriety and non-compliance with Education Funding Agency terms and conditions of
funding, under the conditions of funding agreement in place between the College and the Education
Funding Agency. As part of our consideration we have had due regard to the requirements of the
Conditions of Funding Agreement.

We confirm, on behalf of the Governing Body, that after due enquiry, and to the best of our knowledge, we
are able to identify any material irregular or improper use of funds by the College, or material non-
compliance with the Education Funding Agency’s terms and conditions of funding under the College’s
Conditions of Funding Agreement.

We confirm that no instances of material irregularity, impropriety or funding non-compliance have been

discovered to date. If any instances are identified after the date of this statement, these will be natified to
the Education Funding Agency.

Approved by order of the Board of Governors on 8" December 2016 and signed on its behalf by:

Chairﬁ 'i(j ) m ‘

Accounting Officer
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St Francis Xavier 6th Form College
Year Ended 31 July 2016
Statement of Responsibilities of the Board of Governors

The Board of Governors is required to present audited financial statements for each financial year.

Within the terms and conditions of the Conditions of Funding Agreement agreed between the EFA and the
Board of Governors of the College, the Board of Governors, through its Accounting Cfficer, is required o
prepare financial statements for each financial year in accordance with the 2015 Statement of
Recommended Practice — Accounting for Further and Higher Education and with the College Accounts
Direction for 2015 to 2016 financial statements jointly issued by the Skills Funding Agency and the EFA
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 reguired fo:
+ sclect 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 departures
disclosed and explained in the financial statements; and

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

The Board of Governors is alsc required to prepare a Members Report which describes 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 accounting records, which disclose with
reasonable accuracy, at any time, the financial position of the College, and which enable it 10 ensgure that
the financial statements are prepared in accordance with the relevant legislation and other relevant
accounting standards. It is responsible for taking steps that are reasonably open to it in order to safeguard
the assets of the College and 1o prevent and detect fraud and other irregularities.

The maintenance and integrity of the College website is the responsibility of the Board of Governors of the
College; the work carried out by the auditors does not involve consideration of these matters and,
accordingly, the auditors accept no responsibility for any changes that may have occurred to the financial
statements since they were initially presented on the website. Legislation in the United Kingdom governing
the preparation and dissemination of financial statements may differ from legislation in other jurisdictions.

Governors are responsible for ensuring that expenditure and income are applied for the purposes intended
by Parliament and that the financial transactions conform to the authorities that govern them. In addition
they are responsible for ensuring that funds from the EFA are used only in accordance with the Conditions
of Funding Agreement with the EFA and any other conditions that may be prescribed from time to time.
Governors must ensure that there are appropriate financial and management controls in place in order to
safeguard public and other funds and to ensure they are used properly. In addition, the Board of Governors
is responsible for securing economical, efficient and effective management of the College’s resources and
expenditure, so that the benefits that should be derived from the application of public funds by the EFA are
not put at risk.

Approved by order of the Board of Governors on 8" December 2016 and signed on its behalf by:

CG— N

Chairs Accounting Officer
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St Francis Xavier 6th Form College

Year Ended 31 July 2016

Independent Auditor’s Report to the Board of Governors of 5t
Francis Xavier 6th Form College

We have audited the financial statements of St Francis Xavier 6" Form College for the year ended 31 July
2016, which comprise the group statement of comprehensive income, the group statement of changes in
reserves, the group and College balance sheets, the group statement of cash flows, the principal
accounting policies and the related notes. The financial reporting framework that has been applied in their
preparation is applicable law and United Kingdom Accounting Standards (United Kingdom Generaily
Accepted Accounting Practice), including FRS 102, the Financial Reporting Standard applicable in the UK
and Republic of Ireland.

This report is made solely to the Board of Governors, as a body, in accordance with the College’s Articles
of Government. Our audit work has been undertaken so that we might state to the Board of Governors
those matiers we are required to state to them in an auditor’s report and for no other purpose. To the fullest
extent permiited by law, we do not accept or assume responsibility to anyone other than the Coflege and
the Board of Governors as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of Board of Governors and auditor

As explained more fully in the Statement of Responsibilities of the Board of Governors, the Board of
Giovernors are responsible for the preparation of financial statements which give a true and fair view.

Our responsibility is to audit and express an opinion on the financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland). Those standards require us to
comply with the Auditing Practices Board’s {APB’s) Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material misstatement,
whether caused by fraud or error. This includes an assessment of: whether the accounting policies are
appropriate to the College’s circumstances and have been consistently applied and adequately disclosed;
the reasonableness of significant accounting estimates made by the Board of Governors; and the overall
presentation of the financial statements. In addition, we read all the financial and non-financial information
in the Annual Report to identify material inconsisiencies with the audited financial statements and to
identify any information that is apparently materially incorrect based on, or materially inconsistent with, the
knowledge acquired by us in the course of performing the audit. If we become aware of any apparent
material misstatements or incensistencies we consider the implications for our report.

Opinion on financial statements
In our opinion, the financial statements give a true and fair view, in accordance with UK Generally

Accepted Accounting Practice, of the state of the group’s and the College’s affairs as at 31 July 2016 and
of the group’s deficit of expenditure over income for the vear then ended.
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St Francis Xavier 6th Form College

Year Ended 31 July 2016

Independent Auditor’s Report to the Board of Governors of St
Francis Xavier 6th Form College

Matters on which we are required to report by exception

We have nothing 1o report in respect of the following matters where the Joint Audit Code of Practice issued
jointly by the Skills Funding Agency and the Education Funding Agency, require us to report to you if, in our
opinion:

+ proper accounting records have not been kept;

+ ihe financial statements are not in agreement with the accounting records and returns;

+ all the information and explanations required for the audit were not received.

b 2ga_cctt LA

Buzzacoett LLP

Chartered Accountants and Registered Auditor
130 Wood Street

London

EC2V 6DL

(9 re—toy 70l
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St Francis Xavier 6th Form College

Year Ended 31 July 2016

Independent Reporting Accountant’s Assurance Report on
Regularity to the Board of Governors of St Francis Xavier 6th
Form College and the Secretary of State for Education acting
through the Education Funding Agency

In accordance with the terms of our engagement letter dated 27 April 2016 and further to the

requirements of the funding agreement with Education Funding Agency we have carried out an
engagement io obtain limited assurance about whether anything has come to our attention that would
suggest that in all material respects the expenditure disbursed and income received by St Francis Xavier
8" Form College during the petiod 1 August 2015 to 31 July 2016 have not been applied to the purposes
identified by Parliament and the financial transactions do not conform to the authorities which govern them.

The framewaork that has been applied is set out in the Joint Audit Code of Practice issued jointly by Skills
Funding Agency and Education Funding Agency. 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 Education Funding Agency has other assurance arrangements in place.

This report is made solely to the Board of Gavernors of St Francis Xavier 6™ Form College and the
Education Funding Agency in accordance with the terms of our engagement letter. Our work has been
undertaken so that we might state to the Board of Governors of St Francis Xavier 6" Form College and the
Education Funding Agency those matters we are required to state 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
Board of Governors of St Francis Xavier 6" Form College and Education Funding Agency for our work, for
this report, or for the conclusion we have formed.

Respective responsibilities of St Francis Xavier 6th Form Coliege and the reporting accountant

The Board of Governors of St Francis Xavier 6" Form College is responsible, under the requirements of
the Further & Higher Education Act 1992, subsequent legislation 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 authorities which govern them.

Qur responsibilities for this engagement are established in the United Kingdom by our profession’s ethical
guidance and are to obtain limited assurance and report in accordance with our engagement letter and the
requirements of the Joint Audit Code of Practice. We repoti to you whether anything has come to our
attention in carrying out our work which suggests that in all material respects, expenditure disbursed and
income received during the period 1 August 2015 to 31 July 2016 have not been applied to purposes
intended by Parliament or that the financial transactions do not conform to the authorities which govern
them.

Approach

We conducted our engagement in accordance with the Joint Audit Code of Practice issued jointly by the
Skills Funding Agency and the Education Funding Agency. We performed a limited assurance engagement
as defined in that framework.

The objective of a 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 limited assurance engagement is more Jimited 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 identified in a reasonable assurance engagement. Accordingly, we do not express a
positive opinion.
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St Francis Xavier 6th Form College

Year Ended 31 July 2016

Independent Reporting Accountant’s Assurance Report on
Regularity to the Board of Governors of St Francis Xavier 6th
Form College and the Secretary of State for Education acting
through the Education Funding Agency

Approach (continued)

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

The work undertaken to draw to our conclusion includes:

+ An assessment of the risk of material irregularity and impropriety across all of the College’s activities;

¢ Further testing and review of self-assessment questionnaire including enquiry, identification of control
processes and examination of supporting evidence across all areas identified as well as additional
verification work where considered necessary; and

+ Consideration of evidence obtained through the work detailed above and the work completed as part of
our financial statements audit in order to support the regularity conclusion.

Conclusion

In the course of our work, nothing has come to our attention which suggests that in all material respects the
expenditure disbursed and income received during the period 1 August 2015 to 31 July 2016 has not been

applied to purposes intended by Parliament and the financial transactions do not conform to the authorities

which govern them.

b 2zacott” KA

Buzzacott LLP
Chartered Accountants
130 Wood Sireet
London

EC2V 6DL

| oce—toer Zo(6
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St Francis Xavier 6th Form College
Consolidated and College Statements of Comprehensive Income

Year ended 31 July 2018 Year ended 31 July 2015
Restated
Group College Group College
Notes £000 £000 £000 £000

Income
Funding body grants 2 7,897 7,897 8,015 8,015
Tuition fees and education contracts 3 102 102 94 94
Other income 4 582 480 540 540
Donations - 33 - -
Investment income 5 11 11 14 14
Total income 8,692 8,503 8,663 8,663
Expenditure
Staff costs 8 6,602 6,551 6,698 6,698
Cther operafing expenses 7 1,7M1 1,673 1,591 1,591
Depreciation 9 456 496 509 509
Total expenditure - 8,809 8,720 8,798 8,798
Deficit before other gains and losses {217) (217) (135) (135)
Deficit before tax (217} {217) {135) {135)
Taxatien 8 - - - -
(Deficitisurplus for the year (217) (217) (135} (135)
Actuarial loss in respect of pensions schemes (1,347) {1,347} (608) (608)
Total Comprehensive Income for the year {1,564) (1,564} {743) {743)
Represented by:
Resftricted comprehensive income - - - -
Unrestricted comprehensive income (1,564} (1,564) (743) (743)
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St Francis Xavier 6th Form College

Consolidated and College Statement of Changes in Reserves

Group
Restated Balance at 1 August 2014

Deficit from the income and expenditure accouni

Other comprehensive income

Balance at 31 July 2015

Deficit from the income and expenditure account
Other comprehensive income

Total comprehensive income for the year

Balance at 31 July 2016

College
Restated Balance at 1 August 2014

Deficit from the income and expenditure account

Other comprehensive income

Balance at 31 July 2015

Deficit from the income and expenditure account
Other comprehensive income

Total comprehensive income for the year

Balance at 31 July 2016

Restricted Income and Total
reserves expenditure
account

£000 £000 E£000
2 10,122 10,124

(n (134} (135)

- (6808) {6808)

{1) {742) (743)

1 9,380 9,381

- (217) (217}

- (1,347) (1,347)

- (1,564} {1,564}
1 7,816 7,817
2 10,122 10,124

(1 (134) {135}

- (608) (808)

@ (742) (743)
1 9,380 8,381

- (217) (217)

- {1,347) (1,347)

- (1,564) (1,564)
1 7,818 7,817
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St Francis Xavier 6th Form College
Consolidated and College Balance Sheets as at 31 July 2016

Notes Group College Group College
2016 2016 2015 2015
£000 £000 £000 £000
Non current assets
Tangible fixed assets 9 14,283 14,283 14,497 14,497
14,283 14,283 14,497 14,497
Current assets
Debtors 11 270 360 280 280
Short term depaosits 813 813 813 813
Cash at bank and in hand 1,643 1,548 1,488 1,488
2,726 2,722 2,581 2,581
Less: Creditors —amounts falling due within one
year 12 (501} (487) {575} (575)
Net current assets 2,225 2,225 2,008 2,006
Total assets less current liabilities 16,508 16,508 16,503 16,503
Creditors: amounts falling due affer one year 7 13 (4,256) (4,256) (4,247) (4,247)
Provisions
Defined benafit obligations 14 (4,351} (4,351) (2 793} (2,793)
Other provisions 14 (84) (84) (82} (82)
Total Net Assets 7,817 7,817 9,381 9,381
Restricted Reserves 1 1 1 1
Unrestricted Reserves
Income and expenditure account 7,818 7,816 9,380 9,380
Total Reserves 7,817 7,817 9,381 9,381

The financial statements on pages 27 to 51 were approved by the Board of Governors on 8th December 2016.

(G~ - Gh-

C Garvey - Ghair S Flannery - Accounting Officer
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St Francis Xavier 6th Form College
Consolidated Statement of Cash Flows

Cash flow from operating activities
Surplus/(Deficit) for the year

Adjustment for non-cash items

Depreciation

(Increase)/decrease in stocks

(Increase)/decrease in debtors

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

Current service cost less contributions payable

Net interest cost on pension scheme

Adjustment for investing or financing activities
Investment income

Interest payable

Taxatich paid

Loss on sale of fixed assets

Net cash flow from operating activities

Cash flows from investing activities
Proceeds from sale of fixed assets
Disposal of non-current asset investments
Investment income

Withdrawal of deposits

New deposits

Payments made to acquire fixed assets

Cash flows from financing acfivities

Interest paid

Interest element of finance lease rental payments
MNew unsecured loans

Repayments of amounts borrowed

Capital element of finance lease rental payments

Increase / (decrease) In cash and cash equivalents in the year

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year
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Group Group
Restated
Notes 2016 2015
£'000 £000
(217 (135)
496 509
10 43
(74) 154
52 86
2 3
109 288
102 75
(113} (14}
6 3
- 1
475 813
11 14
(282) (1,215)
(271) (1,201)
(8) (3)
- 200
(43) (21)
{49) 176
155 (212)
15 2,301 2,513
15 2,456 2,301




St Francis Xavier 6th Form College
Year Ended 31 July 2016
Notes to the Financial Statements

1  Accounting Policies
Statement of accounting policies

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

Basis of preparation

These financial statements have been prepared in accordance with the Statement of Recommended
Practice: Accounting for Further and Higher Education 2015 (the 2015 FE HE SORP) and in
accordance with Financial Reporting Standard 102 (FRS 102) They conform to guidance published
jointly by the SFA and the EFA in the 2015/16 Accounts Direction Handbook.

Transition fo the 2015 FE HE SORP

The College is preparing its financial statements in accordance with FRS 102 for the first time and
consequently has applied the first time adoption requirements. Some of the FRS 102 recognition,
measurement, presentation and disclosure requirements and accounting policy choices differ from
previous UK GAAP. Consequently, the College has amended certain accounting policies to comply
with FRS 102 and the 2015 FE HE SORP. The trustees have also taken advantage of certain
exemptions from the requirements of FRS 102 permitted by FRS 102 Chapter 35 ‘Transition fo this
FRS"

An explanation of how the transition to the 2015 FE HE SORP has affected the reported financial
position, financial performance and cash flows of the consolidated results of the College is provided in
note 22,

The 2015 FE HE SORP requires colleges to prepare a single statement of comprehensive income,
and not the alternative presentation of a separate income statement and a statement of other
comprehensive income. This represents a change in accounting policy from the previous period
where separate statements for the Income and Expenditure account and for the Statement of Total
Recognised Gains and Losses were presented.

The application of first time adoption allows certain exemptions from the full requirements of the FRS
102 and the 2015 FE HE SORP in the transition period. The following exemptions have been taken in
these financial statements:

+ Lease incentives — the College has continued to recognise the residual benefits associated with
lease incentives on the same basis as that applied at the date of transition

¢ The College has taken advantage of the exemptions provided in FRS 102 1.12 and the 2015 FE
HE SORP 3.3, and has not included a separate statement of its own cash flows, These cash flows
are included within the Consolidated Statement of Cash Flows, and the College balance sheet
discloses cash at both the current and preceding reporting dates

Basis of consolidation

The consolidated financial statements include the College and its subsidiary, SFX Corporate Services
Limited (Company registration number 09413077) . Control is achieved where the Group has the
power to govern the financial and operating policies of an entity so as to obtain benefits from its
activities. All financial staterents are made up to 31 July 2016.

The preparation of financial statements in compliance with FRS 102 requires the use of certain critical

accounting estimates. It also requires {0 exercise judgement in applying the College’s accounting
policies.
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St Francis Xavier 6th Form College
Year Ended 31 July 2016
Notes to the Financial Statements

1

Statemment of Accounting Policies {continued)
Basis of accounting

The financial statements are prepared in accordance with the historical cost convention modified by
the revaluation of certain fixed assets and in accordance with applicable United Kingdom Accounting
Standards.

Going Concern

The activities of the College, together with the factors likely to affect its future development and
performance are set out in the Operating and Financial Review. The financial position of the College,
its cashflow, liquidity and borrowings are described in the financial statements and accompanying
notes.

Accordingly the College has a reasonable expectation that it has adequate resources to continue in
operational existence for the foreseeable future, and for this reason will continue to adopt the going
concern basis in the preparation of its financial statements.

Recognition of Income

Government revenue grants include funding body recurrent grants and other grants and are
accounted for under the accrual modsl as permitted by FRS 102.

Income from grants, contracts and other services rendered is included to the extent the conditions of
the funding have been met or the extent of the completion of the contract or service concerned. All
income from short-term deposits is credited to the income and expenditure account in the period in
which it is eared.

Grants from non-government sources are recognised in income when the College is entitled to the
income and performance related conditions have been met. Income received in advance of
performance related conditions being met is recognised as deferred income within creditors on the
balance sheet and released to income as the conditicns are met.

Funding body recurrent grants are recognised in line with best estimates for the period of what is
receivable and depend on the particular income stream involved. Any under or over achievement for
the adult learner responsive funding element is normally adjusted for in year and refiected in the level
of recurrent grant recognised in the income and expenditure account. The final grant income is
normally determined with the conclusion of the year end recongiliation process with the funding body
at the end of November following the year end. 16-18 leamer-responsive funding is not normally
subject to a reconciliation and is therefore not subject to contract adjustments.

Government capital grants are capitalised, held as deferred income and recognised in income over
the expected useful fife of the asset, under the accrual method as permitted by FRS 102. Other capital
grants are recognised in income when the College is entitled to the funds subject to any performance
related conditions being met.

Income from tuition fees is recognised in the period for which it is received and includes all fees
payable by students or their sponsors.
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1 Siatement of Accounting Policies (continued)
Accounting for post employment benefits

Retirement benefits to employees of the College are provided by the Teachers’ Pension Scheme
(TPS) and the Local Government Pension Scheme (LGPS). These are defined benefit schemes which
are externally funded and contracted out of the State Earnings-Related Pension Scheme (SERPS).

The TPS is an unfunded scheme. Contributions to the TPS are calculated 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 perceniage of current and future pensionable payroll. The contributions are
determined by qualified actuaries on the basis of valuations using a prospective benefit method. The
TPS is a multiDemployer 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 TPS is therefore
treated as a defined contribution ptan and the contributions recognised as an expense in the income
statement in the periods during which services are rendered by employees.

The LGPS is a funded scheme. The assets of the LGPS are measured using closing fair values.
| GPS liahilities are measured using the projected unit credit method and discounted at the current
rate of return on a high quality corporate bond of equivalent term and currency to the liabilities. The
actuarial valuations are obtained at least triennially and are updated at each balance sheet date. The
amounts charged to operating surplus are the current service costs and the costs of scheme
introductions, benefit changes, settlements and curtailments. They are included as part of staff costs
as incurred. Net interest on the net defined benefit liability/asset is also recognised in the Statement of
Comprehensive Income and comptises 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 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 is recognised in
other recognised gains and losses.

Actuarial gains and losses are recognised immediately in other recognised gains and losses.
Enhanced Pensions

The actual cost of any enhanced ongoing pension to a former member of staff is paid by the College
annually. An estimate of the expected future cost of any enhancement to the ongoing pension of a
former member of staff is charged in full to the College's income and expenditure account in the year
that the member 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.

Non —current assets — Tangible fixed assels

Tangible fixed assets are stated at deemed cost less accumulated depreciation and accumulated
impairment losses

Land and buildings

Where land and buildings are acquired with the aid of specific grants, they are capitalised and
depreciated over their expected useful economic life to the College of between 20 and 50 years. The
related grants are credited to a deferred income account with creditors, and are released to the
income and expenditure account over the expected ussful economic life of the related asset on a
basis consistent with the depreciation policy.
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1  Statement of Accounting Policies {continued)
Tangible fixed assets (continued)

A review for impairment of a fixed asset is carried out if events or changes in circumstances indicate
that the carrying amount of any fixed asset may not be recoverable.

On adoption of FRS 102, the College followed the transitional provision to retain the book value of
land and buildings as deemed cost but not to adopt a policy of revaluations of these properties in the
future.

Subsequent expendifure on existing fixed assets

Where significant expenditure is incurred on tangible fixed assets it is charged to the income and
expenditure account in the period it is incurred, unless it increases the future benefits to the College,
in which case it is capitalised and depreciated on the relevant basis.

Land and buildings owned by third parties

Where the College enjoys the use of an asset which it does not own and for which no rental or a
nominal rental is paid, if practicable, a value is attributed to this benefit and capitalised, with a
corresponding credit to the general reserve for the land element and deferred capital grants for the
building element which are subsequently released to the income and expenditure account over the
useful economic life of the asset at the same rate as the depreciation charge on the related assets.
Equipment

Equipment costing less than £1,000 per individual item is written off to the income and expenditure
account in the period of acquisition. All other equipment is capitalised at cost.

Equipment is depreciated over its useful economic life as follows:

Furniture, catering equipment, office equipment 10% per year
General education eqguipment 12% per year
Audio-visual equipment, major building adaptation 12% 1o 20% per year
Computer and ancillary equipment 33% per year

Prepayment construction cosis

Construction costs are accounted for at cost, based on the value of architects’ certificates and other
direct costs, incurred to 31 July. They are transferred from debtors to fixed assets when they are
brought in to use and then depreciated.

Borrowing costs

Borrowing costs are recognised as expenditure in the period in which they are incurred.
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1  Statement of Accounting Policies {continued)
Leased assels

Costs in respect of operating leases are charged on a straight-line basis over the lease term. Any
lease premiums or incentives relating to leases signed after 1st August 2014 are spread over the
minimum lease term. The College has taken advantage of the transitional exemptions in FRS 102 and
has retained the policy of spreading lease premiums and incentives to the date of the first market rent
review for leases signed before 1st August 2014,

Leasing agreements which transfer to the College substantially all the benefits and risks of ownership
of an asset are treated as finance leases.

Assets held under finance leases are recognised initially at the fair value of the leased asset (or, if
lower, the present value of minimum lease payments}) at the inception of the lease. The corresponding
liability to the lessor is included in 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 same way as owned assets.

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

Cash and cash equivalents
Cash includes cash in hand, deposits repayable on demand and overdrafts.
Taxation

The College is considered to pass the tests set out in Paragraph 1 Schedule 6 Finance Act 2010 and
therefore it meets the definition of a charitable company for UK corporation tax purposes. Accordingly,
the College is potentially exempt from taxation in respect of income or capital gains received within
categories covered by Chapter 3 Part 11 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 exclusively to
charitable purposes.

The College receives no similar exemption in respect of Value Added Tax.
Provisions and contingent liabilities

Provisions are recognised when the College has a present legal or consiructive obligation as a result
of a past event, it is probable 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.

Agency Arrangemenis

The College acts as an agent in the collection and payment of discretionary support Funds. Related
payments received from the EFA { Education Funding Agency) and subsequent disbursements to
students are excluded from the Income and Expenditure account and are shown separately in note
23, except for the 5 per cent of the grant received which is available to the College to cover
administration costs relating to the grant. The College employs one member of staff dedicated to
administration of Bursary Fund applications and payments.
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1  Statement of Accounting Policies (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 sither as a lessor or a lessee are operating
or finance leasos. These decisions depend on an assessment of whether the risks and rewards of
ownership have been transferred from the lessor to the lessee on a lease by lease basis.
Determine whether there are indicators of impairment of the group’s tangible assets, 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
larger cash-generating unit, the viability and expected fuiure performance of that unit.

Other key sources of estimation uncertainty

+

Tangible fixed assets

Tangible fixed assets are depreciated over their useful lives taking into account residual values,
where appropriate. The actual 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 programmes are taken into account. Residual value
assessments consider issues such as future market conditions, the remaining life of the asset and
projected dispasal values.

Local Government Pension Scheme

The present value of the Local Government Pension Scheme defined bengfit liability depends on
a number 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 20, will impact the carrying amount of
the pension liability. Furthermore a roll forward 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 2016. Any differences between the figures derived from the roll
forward approach and a full actuarial valuation would impact on the carrying amount of the
pension liability.
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2 Funding body grants

Recurrent grants

EFA recurrent grants - Main funding body

SEN Funding
Specific grants

Release of deferred capital grants

3 Tuition Fees and Education Contracts

UK Further Education studenis

4 Other Income

Other income generating activities

Other income

5 Investment Income

Bank interest receivable

Year ended 31 July

Year ended 31 July

2016 2016 2015 2015

Group College Group College

£000 £000 £000 £000
7,658 7,658 7.754 7,754
109 109 80 80
130 130 181 181
7,897 7,897 8,015 8,015

Year ended 31 July

Year ended 31 July

2016 2016 2015 2015
Group College Group College
£000 £000 £000 £000
102 102 94 94
102 102 94 94

Year ended 31 July
2016 2016

Year ended 31 July

2015 2015

Group College Group College

£000 £000 £000 £000
444 322 416 416
138 138 124 124
532 460 540 540

Year ended 31 July
2016 2016

Year ended 31 July

2015 2015
Group College Group College
£000 £000 £000 £000
11 11 14 14
11 i 14 14
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6 Staff Costs - Group and College

The average number of persons (including senior post-holders) employed by the Group and College during the year,

expressed as full-time equivalents, was:

Teaching staff
Non teaching staff

Staff costs for the above persons:

Wages and salaries
Soclal security costs
Other pension costs
Payroll sub total
Total Staff costs

Key management personnel

2016 2015
Number Number
74 72

57 63

131 135

Year ended 31 July Year ended 31 July

2018 2016 2015 2015
Group College Group College
£000 £000 £000 £000
5,293 5,242, 5,482 5,482
446 446 450 450
863 863 766 766
6,602 6,551 6,698 6,698
6,602 6,551 6,698 6,698

Key management perscnnel are those persons having authority and responsibility for planning, directing and

contralling the activifies of the College and are represented by the College Leadership Team which

comprises the Principal along with the Associate Principals.

Emoluments of Key management personnel, Accounting Officer and other higher paid staff

The number of key management personnel and other staff who received annual emoluments, excluding pension
contributions but including benefits in kind, in the following ranges was:

20,001 to £ 30,000
30,001 to £ 40,000
40,001 to £ 50,000
50,001 to £ 60,000
60,001 to £ 70,000
70,001 to £ 80,000
80,001 to £ 90,000
120,001 to £ 130,000

mMmhHhthththth

Key management personnel Other Staff

2016 2015 2016 2015
No. No. No. No.

- 1 - -

- - 1 -

- - 2 -

- - 3 -

1 - 1 3

1 - - 1

1 - - 1

1 1 - -

4 2 7 5
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6 Staff Costs - Group and College {continued)

2016 2015
No. No.
The number of key management personngl including the Accounting Officer was:
4 2
Key management personnel emoluments are made up as follows:
2016 2015
£000 £000
Salaries 339 146
Benefits in kind 2 2
341 148
Pension contributions 57 21
Total emoluments 398 169
There were no amounts due to key management personne! that were walived in the year, nor any salary sacrifice
arrangements in place.
The above emoluments inciude amounts payable to the Accounting Oificer (who is also the highest paid officer} of:
2016 2015
£000 £000
Salary 127 122
Benefits in kind 2 2
129 124
Pension contributions 22 17

The pension contributions in respect of the Accounting Cfficer and senior post-holders are in respect of employer's

contributions to the Teachers' Pension Scheme and the Local Government Pension Scheme and are paid at
the same rate as for other employees.

The Governors of the Board other than the Accounting Officer and the staff member did not receive any payment

from the College other than the reimbursement of travel and subsistence expenses incurred in the course
of their duties.

Senior post-holders, including the Accounting Officer and other higher paid staff received around a 1% pay

increase as agreed by the Remuneration Committee. No bonuses or other salary enhancements were awarded

to senior post holders or other higher paid staff.
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7 Other Operating Expenses

2016 2016 2015 2015
Group College Group College
£000 £'000 £'000 £'000
Teaching costs 354 354 365 365
Non teaching costs 959 921 896 896
Premises costs 296 256 317 317
Pension finance costs (note 23) 102 102 13 13
Total 1,711 1,673 1,591 1,691
Other operating expenses include: 2016 2015
£000 £000
Auditors' remuneration:
- financial statements audit (including regularity and TPA audit) * 18 15
- internal audit ** 6 6
Operating leases 27 23
* includes £15,000 in respect of the College {2014/15 £15,000)
** includes £6,000 in respect of the College (2014/15 £6,000)
8. Taxation - Group only
2016 2015
£'000 £000

United Kingdom corporation tax at 20 per cent
Provision for deferred corporation tax in the accounts of the subsidiary company

Total
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9 Tangible Fixed Assets (Group and College)

Land and Buildings

Long Owned by Equipment Total
Freehold | easehold third party

£000 £000 £000 £000 £000
Cost
At 1 August 2015 10,755 16 7,000 3,015 20,786
Additions 15 - - 267 282
Disposals - - - (334) {334)
At 31 July 2016 10,770 18 7,000 2,948 20,734
Depreciation
At 1 August 2015 2,596 9 975 2,709 6,289
Charge for year 248 2 85 181 496
Eliminated in respect of disposals - - (334) (334)
At 31 July 2016 2,844 11 1,040 2,556 6,451
Net book value
At 31 July 2016 7,926 5 5,960 392 14,283
Net book value
At 31 July 2015 8 159 7 6,025 306 14,497

Finance lease
Inciuded above is equipment under a finance lease, cost £133,562 (2015: £133,562), depreciation £133,562.
(2015: £133,562) with a net book valus of £nil (2015 £nil}

Fraehold and long lsasehold land and buildings

Land and buildings were valued in 1996 at depreciated replacement cost by a firm of independent chartered
surveyers. Ofher tangible fixed assets inherited from the LEA at incorporation have been valued by the
College cn a depreciated replacement cost basis with the assistance of independent professicnal advice.

Land and buildings owned by a third party
Land and buildings owned by the Diocese of Southwark were valued on a depreciated replacement cost
basis as at 1 April 2001 by a firm of independent chartered surveyors.

On adoption of FRS 102, the College followed the transitional provision to retain the book value of

land and buildings, which were valued at the aforementioned dates,
as desmed cost but not to adopt a policy of revaluations of these properties in the future.
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10 Non current Investments

Investments in subsidiary company

The College owns 100 per cent of the issued ardinary £1 shares in SFX Corporate Services Limited, which was
incorporated on 29 January 2015 in England and Wales {company registration number: 09413077). The principal
activity of SFX Corporate Services Limited is that of a service company.

11 Debtors

Amounts falling due within one year
Trade debtors

Prepayment consfruction costs

Amounts cwed by subsidiary underfaking
Prepayments and accrued income

12 Creditors: Amounts Falling Due Within One Year

Bank lcans

Payments received in advance

Trade creditors

Cther creditors

Accruals

Deferred income - government capital grants

13a Creditors: Amounts Falling Due After More Than One Year

13b

Bank loans
Deferred income - government capital grants

Bank Loan Maturity

Bank loans and overdrafts are repayable as follows:

in one year or less
Befween one and two years
Between two and five years
In five years or more

Totai

2016 2015
£000 £000
Group Coilege Group College
2016 2016 2015 2015
£°000 £000 £000 £°000
17 11 17 17
19 19 -
- 96 - -
234 234 263 263
270 360 280 280
Group College Group College
2016 2016 2015 2015
£°000 £000 £'000 £'000
48 48 48 48
46 46 41 41
68 68 137 137
90 90 94 94
119 115 125 125
130 130 130 130
501 497 5756 575
Group College Group College
2016 2016 2015 2015
£000 £000 £'000 £000
88 88 131 131
4,168 4,168 4,116 4118
4,256 4,256 4,247 4,247
Group College Group College
2016 2016 2015 2015
£°000 £'000 £°000 £'000
48 48 48 48
48 48 48 48
40 40 83 83
136 136 179 179

Bank loan at 3.5% repayable by installments falling between 14 Janury 2015 and 14 May 2018 and is unsecured
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14 Provisions {Group and College)

Defined Enhanced Total
benefit pensions
obligations
£000 £000 £000
At 1 August 2015 2,793 82 2,875
Expenditure in the peticd (245) {1) (246)
Additicns in the period 1,803 3 1,806
At 31 July 2016 4,351 84 4,435
Defined beneafit abligations relate to the liabilities under the College’s membership of the Local Gavernment
pension Scheme. Further detaiis are given in Note 18.
The enhanced pensicn provision relates to the cost of staff wha have already left the College's employ and
commitments for reorganisation costs from which the College cannot reasonably withdraw at the balance sheet
date. This provision has been recalculated in accordance with guidance issued by the funding bodies.
15 Cash and cash equivalents (Group)
At1 August Cash flows Other At 31 July
2015 changes 2016
£'000 £'000 £'000 £'000
Cash and cash equivalents 2,301 155 - 2,456
Overdrafts -
Total 2,301 155 - 2,456 .

16 Capital and other commitments

Cemmitments contracted for at 31 July

Group and College

2016 2015
£000 £000

188

188

The College is undertaking an enhanced security project, which involves the installation of new external and interna
security gates and associated tracking systems. This project has been supported by a grant of £144k from the

EFA Condition Improvement fund.
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17 Lease Obligations

At 31 July the College had minimum lease payments under non-cancellable operating leases as follows:

Group and College

2016 2015
£'000 £'000
Future minimum lease payments due
Land and Buildings
Not later than one year 15 14
Later than one year and not later than five years 60 54
Later than five years 4 14
79 82
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18 Pension and similar obligations

The College's employees belong to two principal pension schemes, the Teachers' Pension Scheme England
and Wales (TPS) for academic and related staff, and the Local Government Pension Scheme (LGPS) for non-
teaching staff, which is managed by Barneit Waddingham. Both are defined-benefit schames.

Total pension cost for the year 2016 2015
£000 £000
Teachers Pension Scheme: confributions paid 509 432
L ocal Government Pension Scheme:
Contributions paid 252 259
FRS102 (28) charge 102 75
Charge to the General Reserve (Staff costs) 354 334
Total pension cost for the year 863 766

The pension costs are assessed in accordance with the advice of independent qualified actuaries. The
latest actuarial formal valuation of the TPS was 31 March 2004 and of the LGPS, 31 March 2013,

There were no outstanding or prepaid contributions at either the beginning or the end of the financial year.

Teachers' Pension Scheme ) i B )

Teachers' Pensions Regulations 2010, and, from 1 April 2014, by the Teachers’ Pension Scheme Regulations 2014,
These reguiations apply to teachers in schools and other educational establishments, including academies, in
England and Wales that are maintained by local authorities. In addition, teachers in many independent and voluntary-
aided schools and teachers and lecturers in some establishments of further and higher education may be eligible for
membership. Membership is automatic for full-time teachers and lecturers and, from 1 January 2007, automatic too
for teachers and lecturers in part-time employment following appointment or a change of contract. Teachers and
lecturers are able to opt out of the TPS.

The Teachers’ Pension Budgefing and Valuation Account

Although members may be employed by various bodies, their retirement and other pension benegfits are set out in
regulations made under the Superannuation Act 1872 and are paid by public funds provided by Parliament. The
TPS is in unfunded scheme and members contribute cn a 'pay as you go’ basis — these contributions, along with
those made by employers, are credited to the Exchequer under arrangements governed by the above Act.

The Teachers' Pensions Regulations 2010 require an annual account, the Teachers’ Pension Budgeting and
Valuation Account, to be kept of receipts and expenditure (including the cost of pensions’ increases). From 1 April
2001, the Account has been credited with a real rate of return which is equivalent to assuming that the balance in
the Account is invested in noficnal investments.

Valuation of the Teachers' Pension Scheme

The latest actuarial review of the TPS was carried out as at 31 March 2012 and in accordance with The Public
Service Pensions (Valuations and Employer Cost Cap) Directions 2014. The valuation report was published by the
Department for Education {the Department) on 9 June 2014. The key results of the
valuation are:
: employer contribution rates were set at 16.48% of pensionable pay,

total scheme liabilities for service to the effective date of £181.5 billion, and notional assets of

£176.8 billion, giving a notional past service deficit of £14.9 billion;

an employer cost cap of 10.9% of pensionable pay.
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18 Pension and similar obligations (continued)

Teachers' Pension Scheme (continued)

The new employer contribution rate for the TPS will be implemented in September 2015,
A full copy of the valuaticn repart and supparting decumentation can be found an the Teachers' Pension

Scheme website af the following location:
https:/iwww.teacherspensions.co.uk/news/employers/2014/08/publication-of-the-valuation-report.aspx

Scheme Changes

Following the Hutton report in March 2011 and the subsequent consultations with trade uniens and other
representative bodies on reform of the TPS, the Department published a Proposed Final Agreement, setting out
the design for a reformed TPS to be implemented from 1 April 2015.

The key provisions of the reformed scheme include: a pension based on career average earnings; an accrual
rate of 1/57th; and a Normal Pension Age equal to State Pension Age, but with options to enable members to
retire earlier or later than their Normal Pension Age. Importantly, pension benefits built up before 1 Aprit 2015
will be fully protected.

In addition, the Proposed Final Agreement includes a Government commitment that those within 10 years of
Nermal Pension Age on 1 April 2012 will see no change to the age at which they can refire, and no decrease in
the amount of pensicn they receive when they retire. There will also be further transitional protection, tapered
over a threg and a half year period, for people who would fall up to three and a half years outside of the 10 year
protection.

Regulations giving effect to a reformed Teachers’ Pension Scheme came inta force on 1 April 2014 and the
reformed scheme commenced on 1 April 2015.

The pension costs paid fo TPS in the year amounted fo £509,000 {2015: £432,000)

FRS 102 (28)

Under the definitions set out in FRS 102 (28.11), the TPS is a multi-employsr pension plan, The Collage is
unable to identify its share of the underlying asseis and liabilities of the plan.

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 plan. The College has set out above the
information available on the plan and the implicaticns for the College in terms of the anticipated contribufion
rates.
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18 Pension and similar obligations (continued)

L.ocal Government Pension Scheme

The LGPS is a funded defined benefit scheme, with the assets held in separale trustee administered funds. The
total contribution made for the year ended 31 July 2016 was £288,000 (2015 - £301,000) of which employers'
contributions totalled £209,000 plus £42,845 additional lump sum (2015 - £41,000) and employees' contributions
totalled £79,000 (2015 - £218,000). The agreed contribution rates are 17.3% from April 2014, previously 16.5%, plus
an annual lump sum (2016/17 - £44,774) for employers and 5.5% - 7.5% for employees.

Principle Actuariat Assumptions

The following information is based upon a full actuarial vatuation of the Fund at 31 March 2013 updated to 31 July
2016 by a qualified independent actuary.

At 31 July 2016 At 31 July 2015

Inflation assumption (RPI) 3.1% 3.5%
inflation assumption (CPI) 2.2% 2.6%
Rate of increase in salaries 4.0% 4.4%
Rate of increase for pensions in payment/inflation 22% 2.6%
Discount rate for liabilities 26% 3.8%

The current mortality assumptions include sufficient allowance for future improvements in mortality rates.
The assumed life expectations af retirement age 65 are:

At 31 July 2016 At 31 July 2015
Current pensioners .
. Males 221 22
. Females 253 252
Future pensioners
. Males 245 24.4
. Females 276 27.5

The College's assets and liabilities in the scheme and the expected rates of return were:

Value at 31 Value at 31

July 2016 July 2015

£000 £000

Equities 2,717 2,163
LD Cashfiow matching 461 707
Target Return Portfolio 1,284 950
Infrastructure 373 263
Commodities 28 22
Property 197 154
Cash 220 631
Total Market Value of assets 5,280 4,390

No long-term expected rate of return has been provided, as for accounting periods beginning on or after 1
January 2015, the expected return and interest cost will be replaced with a single net interest cost. This will
effectively set the expected return at a level equal fo the discount rate of 2.6% (2015 - 3.8%).
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18 Pension and similar obligations {continued)

Local Govermment Pension Scheme (continued)

The amount included in the balance sheet in respect of the defined benefit pension plan and
enhanced pensions benefits is as follows:

Year ended Year ended
31 July 2016 31 July 2015
£000 £000
Estimated employer assets 5,280 4,890
Present value of scheme liabilities (9,631) (7,683}
Deficit in the scheme (4,351} (2,793)
Amounts recognised in the Statement of Comprehensive Income in respect of the plan are as follows:
2016 2015
£000 £000
Amounts included in staff costs
Current service costs 354 334
Total 354 334
Amounts included in investment income
Net interest income (102) {81)
(102} (81)
Amount recognised in Other Comprehensive Income
Return on pension plan assets 75 10
Changes in assumptions underlying the present value of plan fiabilities (1,422) {618)
Amount recognised in Other Comprehensive Income {1,347) {608)
Movement in net defined liability during year
Net defined lfability in scheme at 1 August 2015 (2,793) (2,022}
Movement in year:
Current service cost {354) (334}
Employer contributions 252 259
Net interest on the defined (liability}/asset {102} (81)
Administration expenses (7} {7
Amount recognised in other comprehensive income (1,347} {608)
Net defined liability in scheme at 31 July 2016 {4,351) {2,793)
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18 Pension and similar obligations {continued)
Local Government Pension Scheme (confinued)

Asset and Liability Reconciliation

: 2016 2015

Changes in the present value of defined benefit obligations £000 £000
Defined benefit obligaticn at 1 August 2015 7,683 6,538
Current service cost 354 334
Interest cost 290 279
Contributions by Scheme participanis 79 83
Changes in financial assumptions 1,422 618
Estimated benefits paid {197) {169)
Defined benefit obligation at 31 July 2016 9,631 7,683
2016 2015

Reconciliation of assets £000 £000
Changes in fair value of plan assets at 1 August 2015 4,890 4,516
Inferest on pian assets 188 198
Refurn on plan assets 75 10
Administration expenses (7} (7}
Employer confributions 252 259
Contributions by Scheme pariicipants 79 83
Estimated benefits paid (197} {169)
Changes in fair value of plan assets at 31 July 2015 5,280 4,890
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19 Related Party Transactions

Owing to the nature 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 that transactions will take place with
organisations in which a member of the Board of Governors may have an interest, All fransactions involving
such organisations are conducted at arm's [ength and in accordance with the Callege’s financial regulations
and normal procurement procedures.

The total expenses paid to or on behalf of the Governors during the year was £nil (2015 : Enil)
This represents travel and subsidence expenses and other cut of pocket expenses incurred
in attending Governors meetings or charity events in their official capacity.

Ne Governor received any remuneration or waived payments from the College or its subsidiaries during the
year (2015 none).

20 Transition to FRS 102 and the 2015 FE HE SORP

The year ended 31st July 20185 is the first year that the College has presented its financial statements under
FRS 102 and the 2015 FE HE SORP. The following disclosures are required in the year of transition. The
last financial statements prepared under previous UK GAAP were far the year ended 31st July 2015 and the
date of transition to FRS 102 and the 2015 FE HE SORP was therefore 1st August 2014. As a consequence
of adopting FRS 102 and the 2015 FE HE SORP, a number of accounting policies have changed to comply
with those standards.

An explanation of how the transition to FRS 102 and the 2015 FE HE SORP has affected the College's
financial position, financial performance and cash flows, is set out below.

Note 1st August 2014 31st July 2015
Group College Group College
£000 £000 £'000 £000
Financial Position
Total reserves under previous SORP 5,329 5,329 4710 4,710
Employee leave accrual (a) {10} (10) {10} {10}
Release of non-government capital grants (o) 4,832 4,832 4,708 4,708
Correction of error relating fo capital grants (b) (27) (27) (27) {27)
Total effect of transition to FRS 102 and 2015 FE 4,795 4,795 4,671 4671
HE SORP
Total reserves under 2015 FE HE SORP 10,124 10,124 9,381 9,381

Year ended 31st July 2015
Group College

£000 £°000
Financial performance
Surplus for the year after tax under previous SCRP 64 64
Reversal of capital grants amortisation (b) {124} ( 124}
Changas in recognition in defined benefit cosis (c) (75) (75)
Pensions provision — actuarial loss ( 608} ( 608)
Total effect of transition to FRS 102 and 2015 FE ( 807) ( 807}
HE SORP
Total comprehensive income for the year under
2015 FE HE SORP {743) (743)
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20 Transition to FRS 102 and the 2015 FE HE SORP (continued)

a) Recognition of short term employment henefits

No provision for short term employment benefits such as holiday pay was made under the previous UK GAAP.
Under FRS 102 the costs of short-term employee benefits are recognised as a liability and an expense. The annual
leave year runs to 31st Augusi each year for both teaching and non-teaching staff meaning that, at the reporting
date, there was an average of zero days unused leave for teaching staff and two days unused ieave for non-
teaching staff. In addition, certain non-teaching empioyees are entitled to carry forward up to five days of any
unused holiday entitlement at the end of the leave year. The cost of any unused entitlement is recognised in the
period it which the employee's services are received. An accrual of £8k was recegnised at 1 August 2014, and at
31 August 2015, Following a re-measurement exetcise in 2015/16, the movement on this provision of £nil has been
charged to Comprehensive Income in the year ended 31 July 2016,

b) Non-government grants accountfed for under performance model

The College has previously baen in receipt of certain capital grants from sources other than those classified as
“government’ under FRS 102 and the 2015 FE HE SORP. Under the previous UK GAAPR and 2007 SORP, these
were able to be capitalised and amortised over the remaining useful economic life of the relevant fixed assets. This
accounting treatment is no longer avaitable for non-government grants and the grants have therefore been
accounted for under the performance modei and treated as if they had been credited to Comprehensive Income
immediately that the performance conditions had been met. A corresponding adjustment has been made to the
income recognised in the 2015 results that related to the annual amortisation of the capital grants involved.

c) Change in recognition of defined benefit plan finance costs

The net pension finance cost recognised in the Income and Expenditure account for the year ended 31st July 2015
under the previous UK GAAP was the net of the expected return on pensicn plan assets and the interest on
pension liabilities. FRS 4102 requires the recognition in the Statement of Comprehensive Income, of a net interest
cost, calculated by multiplying the net plan obligations by the market vield on high guality corporate bonds (the
discount rate applied). The change has had no effect on net assets as the measurement of the net defined benefit
plan obligation has not changed. Instead, the decrease in the surplus for the year has been mirrored by a reduction
in the actuarial losses presented within Other Comprehensive Income.

d) Presentation of actuarial gains and losses within Total Comprehensive Income

Actuarial gains and losses on the College's defined benefit plans were previously presented in the Statement of
Total Recognised Gains and Losses {STRGL), a separate statement to the Income and Expenditure account. Ail
such gains and losses are now reguired under FRS 102 to be presented within the Statement of Comprehensive
Income, as movements in Other Comprehensive [ncome.

21 Amounts disbursed as agent

2016 2015
£000 £000
Bursary funds
Funding body grants 252 250
Disbursed to students (239) (238)
Admin feas (13) {12)

Balance unspent as at 31 July - N

The above funding body grants are avaiiabie solely for students. In the majority 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 Expenditure Account.
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