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Members’ Report
Operating and Financial Review
Nature, Objectives and Strategies
The members present their report and the audited financial statements for the year ended 31 July
2013.
Legal status
The Corporation was established under the Further and Higher Education Act 1992 for the purpose
of conducting Hopwood Hall College. The College is an exempt charity for the purposes of the
Charities Act 2011.
Mission
The College’s mission as approved by its members is:


Hopwood Hall College provides the widest range of quality education and training to learners in
the Borough of Rochdale and beyond to ensure they achieve their individual, education and
employment goals, whilst meeting the skills needs of the region.

Implementation of strategic plan
The College has established 5 Strategic Intentions for 2012/13 – 15. These are:






High Quality, High Expectations – the provision of high quality learning and training opportunities
which are among the best in the sector;
A thriving community – to develop the College community to be a place where learners and staff
thrive;
An innovative offer – to be innovative and responsive in our approach to curriculum and course
development;
Sound finances – to achieve a sound financial basis to invest in our future and provide value for
money;
A 21st Century College – to completely redevelop the college’s estate thus creating 21st century
teaching and learning facilities.

The College has made considerable progress regarding all of the above. In particular during 2012/13
the College has:






Improved the success rate on long courses by 4% and by 1% overall.
Achieved a surplus of 9% and significantly improved the College’s solvency.
Completed Phase 2 of the Rochdale Campus redevelopment and developed new outdoor spaces
for the Life Sciences curriculum.
Considerably improved much of the remainder of the College’s estate with only 8% remaining in
Category C and D.
Further developed the College’s Performance Management System and introduced performancerelated pay for all staff
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(continued)

Financial objectives
The College’s financial objectives are:
 The College wishes to remain financially sound so as to:
o Provide high quality resources to support teaching and learning;
o Protect itself from unforeseen adverse changes in enrolments and funding;
o Generate sufficient funds to invest in improved accommodation and technology.


The College wishes to maintain, or attain, the confidence of funders, suppliers, bankers and
auditors;



The College wishes to maintain and raise awareness of College staff of the financial environment
under which it operates;



Specifically these objectives will be achieved by:
o Maintaining a sound financial base (solvency and liquidity):
 we will aim to maintain cash days of 30 or more;
 we will aim to achieve an annual surplus of 5% of turnover;
 we will aim to generate sufficient cash from operating activities to fund the
planned investment in property and IT.
o Improving financial management:
 we will produce management accounts on a monthly basis incorporating an
income and expenditure account, balance sheet, 12 month rolling cash flow
forecast;
 we will adopt and strengthen procedures for testing the desirability and
affordability of any proposals which have a financial implication;
 we will adopt and strengthen post implementation review procedures to assess
the success or otherwise of major investments (building, information
technology, staffing, marketing etc.).
o Maintaining the confidence of funding bodies, suppliers and professional advisors:
 providing financial and non-financial returns on time and in the agreed format;
 ensuring all returns requiring certification by auditors are unqualified;
 adhering to the College’s policy to pay all suppliers within 30 days of receipt of
an invoice;
 improving our systems and internal audit controls.
o Raising awareness of financial issues:
 providing advice, guidance and training to staff, management and governors
on funding, funding methodologies, budgeting and the College’s financial
procedures;
 providing adequate information to ensure staff, management and governors
are kept up to date with the financial position of the College.
o Improving the stock of College accommodation and equipment
 generating sufficient funds to ensure the College’s specified programme of
planned maintenance can be undertaken;
 generating sufficient funds to ensure the College can invest in new technology
and equipment required to support learning programmes and College
administration;
 ensuring adequate procedures are in place to protect assets from loss, theft
and neglect.

The College financial health is rated as Outstanding in the Finance Record for 2012/13 (Good in
2011/2). The latest College 3 year forecast predicts this Outstanding rating to continue.
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(continued)

Performance indicators
The College negotiates targets with its funding bodies on an annual basis. The key relevant funding
bodies are the Education Funding Agency (EFA) and the Skills Funding Agency (SFA). These
negotiations focus on the following:




Learner numbers for each key funding stream. In 2012/13 the most significant funding streams
were for 16-18s and Adult Skills;
Funding generation; and
Recruitment and achievement profiles across the year.

In 2012/13 the College:





Enrolled 2723 16-18s (Allocation: 2560);
Achieved funding generation for Adult Skills of £7.5m (Allocation £6.9m);
Achieved a headline success rate to date of 88% and
Achieved an improved SFA financial health rating of “Outstanding”.
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(continued)

Financial position
Financial results
The College generated an operating surplus in the year of £2,180,000 after disposal of assets
(2011/12: £1,215,000). The net asset write-off totalled £42,000.
The College has accumulated reserves of £14,750,000 and cash balances of £6,886,000.
Tangible fixed asset additions during the year amounted to £4,672,000. This was split between
buildings refurbishment of £3,851,000 and equipment purchased of £821,000. The major areas of
work were the refurbishment of the Rochdale campus (including the development of the new ground
floor restaurant and salons) and the preparation of land and buildings on the Middleton campus for the
horticulture and animal care provision.
The College has significant reliance on the Skills Funding Agency and the Education Funding Agency
for its funding. In 2012/13 the funding bodies provided 91% of the College’s total income.
The College has one subsidiary company, Quest (Pennine) Ltd. The principal activities of the
company are the provision of educational training, conference events and sports lettings. Any
surpluses generated by the company are transferred to the College under deed of covenant. In the
current year, the surplus generated was £4,218.
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.
The College has a separate treasury management policy in place.
Short term borrowing for temporary revenue purposes is authorised by the Principal. All other
borrowing requires the authorisation of the Corporation and shall comply with the requirements of
the funding bodies Financial Memorandum.
Cash Flows
The net cash inflow from operating activities of £1,847,000 is reasonably strong despite comparing
unfavourably to that in 2011/12 of £3,784,000. The drawdown of loans in year of £2.5m were used
to help fund the major capital investments in the year.
Liquidity
During the year, the College drew down the final outstanding balance of its loans, £2.5 million, to
part fund the work at Rochdale; the balance being mainly funded from a grant from Rochdale
Metropolitan Borough Council. Enhanced Renewal Grants (phases 2 and 3) from the SFA were used
to part fund the work at Middleton. The College subsidised these capital development programmes
with approximately £1 million from its own reserves.
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(continued)

Current and Future Development and Performance
Student Numbers
In 2012/13 the College has delivered activity that has generated funding of £11.4m from the EFA,
mostly related to 16 – 18 activity, and £7.5m from the SFA related to Adult Skills. The College has
delivered beyond the allocations of the respective funding bodies.
Student Achievements
The College’s headline success rate is 88%. For long courses this is 87% and for short courses 88%.

Curriculum Developments
Provision in the College meets the needs of four quite distinct groups: 14-16 year olds, the majority
of whom attend on a part-time basis; 16-18 year olds who are mainly full-time students at the
College; those aged 19+ who attend either part-time or full-time provision either at the main
College campuses or community venues, and those who are employed and attend the College as
part of their work-based training as well as a growing programme for unemployed learners. Each
group has specific needs which require different approaches to curriculum delivery. Each curriculum
area ensures that there is provision across a range of levels from Foundation Learning to Level 3 so
that individuals can study at the most appropriate level. In some areas there is also Level 4/5
provision.
During the year we continued to prepare for the introduction of Horticulture programmes. This has
involved considerable capital investment. We believe that we have unique resources within Greater
Manchester to deliver this curriculum and the early volume of enrolments to this area has confirmed
the local gap in the market. Employment prospects in this area of study are good.
The College has also further developed the English and Mathematics provision and for those 16-19
students who do not have these GCSEs at Grade C or above, the mandatory development of these
skills towards GCSE level now forms part of these students’ Study Programmes. Curriculum teams
have been working throughout 2012/13 to prepare for the introduction of the new Study
programmes for 2013/14.
The College has invested considerably in the further development of e-Learning, particularly through
the appointment of a team of seconded lecturers to enhance the eLearning content of each full-time
course. The Learning Resource Centres form the hub of our e-Learning strategy, with each full-time
student undertaking a weekly period of study within them, supported by e-Learning facilitators. A
number of areas of excellent practice have emerged and the College is now looking to extend this
standard across all areas of the curriculum.
Growth in apprenticeships continues to be a key national and College priority. The introduction of
Training@Hopwood, the College business training arm, enabled a far more efficient model to support
the expansion of apprenticeships numbers and growth in Programmes for the Unemployed.
Recruitment in apprenticeship provision has grown significantly in all age categories with a total of
859 apprentices engaged on an apprenticeship programme. A further 953 learners were taught on
Workplace Learning programmes. Growth in 16-18 apprenticeships has been particularly strong.
Likewise, there has been good growth in programmes that are delivered to the unemployed, with
840 being supported in 2012/13.
The College student enrichment programme continues to respond to feedback from our learners. In
particular the free membership of our commercial gym, the Sports Arena, has proved a fantastic
success. Usage by students has exceeded expectations and new programmes are being introduced
to respond to demand.
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(continued)

After the successful Ofsted inspection in May 2011 the College has continued to maintain a strong
focus on year on year improvement in retention, achievement, success rates, and quality. There
has been an improvement in both Headline Success Rates and long success rate provision of 1%
and 4% respectively. Headline retention remained high at 93%, retention on long provision
improved by 4% to 92%.
The College has refocused this year the ways in which it evaluates the quality of teaching, learning
and assessment via the enhanced observation procedure which is linked to the Performance
Improvement Process (PIP). In addition the outcomes from the observation process is systematically
recorded and disseminated to staff via observation records to ensure developments and key training
objectives for the year ahead are timely, focused and relevant. Mechanisms for this include the one
to one work of the Teaching and Learning Coaches and the Teaching and Learning conferences that
are held using key themes which are derived from analysis of internal inspections and national
teaching and learning priorities.
A new HND in Games Development was introduced in 2012/13. This complements the highly
successful programmes already introduced in this area at Level 2 and 3. The new Outdoor Education
programme further extends the curriculum offer in Sport and Public Services.

Post Balance Sheet Events
None.

Future Developments
The market for 16-18 year olds is increasingly competitive, both for classroom-based learning and
work-based apprenticeships. The College has piloted the introduction of parallel provision across
both campuses in our Health and Childhood Studies Centre. It is likely that the College will continue
to roll out this strategy, particularly where the capital investment required to do this is not
prohibitive.
The College will continue to make teaching, learning and assessment a top priority. The quality of
provision is now of a high standard with success rates continuing to improve. The success rates of
some sub-contractors lag behind the rest of the College and it is hoped to continue to reduce the
volume of sub-contracting, focusing partnership work on high quality providers who fit most closely
with the College’s Strategic Intentions.
The College is now developing a bid for Heritage Lottery Funding in order to fund the redevelopment
of the Old Hall and Milnrow buildings and the establishment of a new Hospitality Training Centre on
the Middleton Campus. The Old Hall itself is owned at present by Rochdale Council but agreement
has been reached for the College to have an option to buy the building from the Council at a
peppercorn rate. The option will last for 3 years.
The College will be completing a £4.7m project over the next 2 years to create modern flexible
learning spaces on both campuses. This is part-funded by the College Capital Investment Fund but
mostly funded from the College’s retained profits.
The College will be looking to maintain the new “Outstanding” financial health status and will be
continuing to reinvest College surpluses back into the College infrastructure.
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Resources
The College has various resources that it can deploy in pursuit of its strategic objectives.
Tangible resources include the two College sites, one at Middleton and one in the centre of
Rochdale, with a net book value of £31.5m and cash in hand of £6,886k.
Financial
The College has £26.9m of net assets (including £3.5m pension liability). The College has entered
into loan arrangements with Barclays and Lloyds banks totalling £8.2m. At 31 July 2013, the
College had drawn down all of its £5.2m from Barclays and £3.0m from Lloyds.
People
The average number of full-time equivalent staff employed by the College was 378 (417 in
2011/12).
Reputation
The College has a good reputation locally and nationally. Maintaining a quality brand is essential
for the College’s success at attracting students and external relationships.

Principal Risks and Uncertainties:
The College has continued to develop and embed the system of internal control, including financial,
operational and risk management which is designed to protect the College’s assets and reputation.
Based on the strategic plan, 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 termly appraisals will review their effectiveness and progress against risk
mitigation actions. 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 College.
A risk register is maintained at the College level which is reviewed by the Audit Committee. 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.
Outlined 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.
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(continued)

1. Government funding
The College has considerable reliance on continued government funding through the education
sector funding bodies and HEFCE. In 2012/13, 91% of the College’s revenue was ultimately public
funded and this level of requirement is expected to continue. There can be no assurance that
government policy or practice will remain the same or that public funding will continue at the same
levels or on the same terms.
The College is aware of a number of issues which may impact on future funding:





Reductions in Government financial support for the FE sector, particularly those relating to
funding for adults.
The gradual introduction of FE loans
The review of Apprenticeships and
High levels of competition in the 16-18 market

This risk is mitigated in a number of ways:








Funding is derived through a number of direct and indirect contractual arrangements;
By ensuring the College is rigorous in delivering high quality education and training;
Considerable focus and investment is placed on maintaining and managing key relationships
with the various funding bodies;
Ensuring the College is focused on those priority sectors which will continue to benefit from
public funding;
Regular dialogue with funding bodies;
On-going strategies to reduce costs in line with reductions in income and
Considerable PR aimed at communicating the College’s improved performance.

2. Student enrolments
As 50.5% of the College income relates to 16 – 18s (including apprentices), it is crucial that we
maintain, and ideally increase, school-leaver enrolments. There is also a highly competitive market
aiming to attract these learners. 30.5% of our total income comes from, the Skills Funding Agency
Adult Skills Budget. Due to changes in Government policy regarding adult loans and strategy
relating to apprenticeships, the achievement of allocated targets is very challenging. The risk is
mitigated by:






Highly proactive Marketing Team;
Focus on developing relationships with schools;
Regular monitoring meetings;
Regular open days and other promotional events and
An emphasis on developing parallel provision on both campuses where student demand is in
evidence.
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(continued)

3. Property Strategy
The College Property Strategy has now redeveloped significant parts of our estate. This has involved
loans from banks, Enhanced Renewal Grants from the SFA and the use of the College’s retained
surpluses. The key elements have been the following:
Phase 1
Phase 2
Phase 3

Re-cladding of the Rochdale Campus.
The developments of the new Riverside Restaurant and Riverside Salon
The establishment of the new Life Sciences outdoor space and the
redevelopment of the existing laboratories, workshops and classrooms.

The property strategy has involved two loans, £5.2m from Barclays (including £1m for 2010
summer works) and £3m from Lloyds relating to the Rochdale Phase 1 and 2 developments above.
The College will soon sign an option agreement with Rochdale Council in relation to the Old Hall on
the Middleton Campus. Should funding for the redevelopment of the Old Hall, and the adjoining
Milnrow building, become available, we will look to create a new Hospitality Training Centre making
use of both buildings and surrounding gardens.
This risk is mitigated by:



Regular monitoring of the College’s financial health by the Employment and Finance
Committee;
Oversight by the Estates Development Committee.

Stakeholder Relationships
In line with other colleges and with universities, Hopwood Hall College has many stakeholders.
These include:


Students;



Education Sector Funding bodies;



Staff;



Local employers (with specific links);



Local Authorities;



Government Offices/ Regional Development Agencies/LEPs;



The local community;



Other FE institutions;



Trade unions;



Professional bodies.

The College recognises the importance of these relationships and engages in regular communication
with them through the College Internet site and by meetings.
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Equal Opportunities and Employment of Disabled Persons
The College is committed to ensuring equality of opportunity for all who learn and work here. We
welcome and celebrate equality and diversity and strive to ensure that everyone in our College is
treated with respect and dignity. We endeavour to remove conditions which place people at a
disadvantage and seek to ensure that no member of the College community receives less favourable
treatment on the grounds of race, disability, sex, age, sexual orientation, gender identity, religion or
belief and socio-economic background.
Our Single Equality Scheme sets out to positively meet the requirements of the Equality Act 2010
and details our commitment to fulfil the legal duty to eliminate unlawful discrimination, harassment
and victimisation, advance equality of opportunity and foster good relations between different
groups of people.
The College has successfully achieved Investors in Diversity status at Stage 2 with the National
Centre for Diversity. The Investors in Diversity Award is recognised as much more than just a highly
prized and prestigious quality mark. It is an all-encompassing approach to managing equality,
diversity and inclusion effectively across the organisation.
The College publishes an Annual Equality Report and Equality Objectives to ensure compliance with
all relevant equality legislation. We will ensure that the principles of our Single Equality Scheme are
reflected in all our policies, procedures, practices and services and are part of everything that we do.
The College undertakes equality impact assessments on all new policies and procedures and
publishes the results.
We make sure that our employment practices are fair and promote equality; continue to take
positive action to address any under representation in the staff, learner and corporation profile; and
to tackle any gaps in the success, retention or achievement rates for equality groups. The College
develops and implements a range of Equality & Diversity training programmes which all staff attend
including induction training for new starters, a refresher equality on-line training module and specific
promotion of equality and diversity training for teaching and learning staff.

Disability Statement
The College seeks to achieve the objectives for Disability Equality as set out in the Equality Act
2010. The College is a ‘Positive about Disabled’ employer and has achieved its renewal of the ‘two
ticks’ disability award demonstrating our commitment to the principles and objectives of the
standard. The College considers all employment applications from disabled persons, and guarantees
an interview to any disabled applicant who meets the essential criteria for the post. 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 which, as far as possible, provide identical opportunities to those of non-disabled
employees.
We have a Health and Safety Manager, an Occupational Health Advisor and a Student Support Team
who provide information, advice and arrange support where necessary for staff and students. The
College has made a significant investment in the development of a specialist student Support Team
which is resourced to support students with learning difficulties and/or disabilities. There are a range
of qualified learning support staffs who can provide a variety of support for learning including inclass support, one-to-one support, specialist equipment and who are trained to remove potential
barriers to learning on programme. Support, welfare and services are described to leaners during
induction, in tutorials and in the student guide issued to students at the start of the academic year.
The admissions policy for all students is described in the College charter. Appeals against a decision
not to offer a place are dealt with under the complaints policy.
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Professional Advisers
Financial statements and regularity auditors:

KPMG LLP
St James’ Square
Manchester
M2 6DS

Internal auditors:

RSM Tenon
66 Chiltern Street
London
1U 4JT

Bankers:

Lloyds Bank
53 King Street
Manchester
M2 4LQ
The Co-operative Bank PLC
110 Yorkshire Street
Rochdale
OL16 1JY
Barclays Corporate Bank
1st Floor
3 Hardman Street
Spinningfields
Manchester
M3 3HF

Solicitors:

Eversheds
Eversheds House
70 Great Bridgewater Street
Manchester
M1 5ES
Molesworths Bright Clegg
Octagon House
25-27 Yorkshire Street
Rochdale
Ol16 1RH
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Statement of Corporate Governance and Internal Control
The College is committed to exhibiting best practice in all aspects of corporate governance. This
summary describes the manner in which the College has applied the principles set out in the UK
Corporate Governance Code (“the Code”) issued by the FRC in June 2010. Its purpose is to help the
reader of the financial statements understand how the principles have been applied.
In the opinion of the Governors, the College complies with all the provisions of the Code in so far as
they apply to the Further Education Sector, and it has complied throughout the year ended 31 July
2013.

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

Date of
current
appointment
13.12.11
02.05.13
15.12.11

Term
of
office
4 yrs
1 yr
4 yrs

Date of
resignation

Phil Chadwick
Steve Ewing
Linda Feerick
James Gallagher
Vanda Hagan

17.10.10
11.05.12
11.10.11
09.12.10
15.05.10

2
4
4
4
4

11.10.12
19.07.13

Ann Holt

13.12.11

4 yrs

General

Tracey Marrow

11.10.12

2 yrs

Staff

Audit, Search,
Standards,
Remuneration
Audit, Standards

Huw Morris
Dennis Payne
Gareth Phillipson
Clive Reid
(Vice-Chairman)
Peter Rhodes
Muhammed Riaz
Kathy Shaw
Clint Street
Christine Webb

15.05.10
11.10.12
23.03.12
02.10.12

4
2
2
4

yrs
yrs
yrs
yrs

General
Staff
Student
General

Standards
EDC
Standards
Audit, Remuneration

11.05.12
23.03.12
11.05.12
09.12.10
10.05.13

4
2
4
4
4

yrs
yrs
yrs
yrs
yrs

Sultan Ali
Harriet Barker
Robert Clegg
(Chairman)

yrs
yrs
yrs
yrs
yrs

30.11.12
30.04.13

30.04.13

Derek O’Toole

Status of
appointment

Committees served

General
Student
General

Search
Standards
E&F, EDC Search,
Standards,
Remuneration,

Staff
General
General
General
General

Audit, EDC

General
Student
General
General
General
Principal

E&F
E&F, EDC
Audit, Standards

Standards
Audit
E&F, Standards,
Search, EDC

Ralph Devereux is the Clerk to the Corporation. He is a senior partner in a specialist education
company,
Market Place Educational
Lindpet House,
Market Place,
Grantham,
Lincolnshire, NG31 6LJ
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Statement of Corporate Governance and Internal Control
(continued)
It is the Corporation’s responsibility to bring independent judgement to bear on issues of strategy,
performance, resources and standards of conduct.
The Corporation 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 Corporation meets 5 times a year.
The Corporation conducts its business through a number of committees; each committee has terms
of reference, which have been approved by the Corporation. These committees are: Audit;
Employment and Finance; Estates Development; Remuneration; Search; and Standards. Full
minutes of all meetings, except those deemed to be confidential by the Corporation, are available
from the Clerk to the Corporation at:
Hopwood Hall College
Middleton Campus
Rochdale Road
Middleton
M24 6XH
The Clerk to the Corporation 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 Corporation, who is responsible to the Board
for compliance with all applicable procedures and regulations. The appointment, evaluation and
removal of the Clerk are matters for the Corporation as a whole.
Formal agendas, papers and reports are supplied to governors in a timely manner, prior to Board
meetings. Ad Hoc briefings are also provided.
The Corporation has a strong and independent non-executive element and no individual or group
dominates its decision making process. The Corporation 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 of the Corporation and
Principal of the College are separate.

Appointments to the Corporation
Any new appointments to the Corporation are a matter for the consideration of the Corporation as a
whole. The Corporation has a Search Committee comprising four members of the Corporation, which
is responsible for the selection and nomination of any new member for the Corporation’s
consideration. The Corporation is responsible for ensuring that appropriate training is provided as
required.
Members of the Corporation are appointed for a term of office not exceeding four years.
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(continued)

Remuneration Committee
Throughout the year ending 31 July 2013, the College’s Remuneration Committee comprised three
members of the Corporation. The Committee’s responsibilities are to make recommendations to the
Board on the remuneration and benefits of the Principal and other senior post-holders.
Details of remuneration for the year ended 31 July 2013 are set out in note 7 to the financial
statements.

Audit Committee
The Audit Committee comprises four members of the Corporation (The Principal and Chair are
excluded). The Committee operates in accordance with written terms of reference approved by the
Corporation.
The Audit Committee meets four times a year and provides a forum for reporting by the College’s
internal and financial statement auditors, who have access to the Committee for independent
discussion, without the presence of College management. The Committee also receives and
considers reports from the main FE funding bodies as they affect the College’s business.
The College’s internal auditors monitor 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 internal audit
undertake periodic follow up reviews to ensure such recommendations have been implemented.
The Audit Committee also advises the Corporation on the appointment of internal and financial
statements auditors and their remuneration for both audit and non-audit work.
Internal Control
Scope of responsibility
The Corporation 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 and not absolute
assurance against material misstatement or loss.
The Corporation has delegated the day-to-day responsibility to the Principal, as Accounting Officer,
for maintaining a sound system of internal control that supports the achievement of the College’s
policies, aims and objectives whilst safeguarding the public funds and assets for which he is
personally responsible, in accordance with the responsibilities assigned to him in the Financial
Memorandum between the College and the funding bodies. He is also responsible for reporting to
the Corporation any material weaknesses or break-downs in internal control.
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Statement of Corporate Governance and Internal Control
(continued)
The purpose of the system of internal control
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
an on-going process designed to identify and prioritise the risks to the achievement of college
policies, aims and objectives, to evaluate the likelihood of those risks being realised and the impact
should they be realised, and to manage them efficiently, effectively and economically. The system
of internal control has been in place in Hopwood Hall College for the year ended 31 July 2013 and up
to the date of approval of the annual report and financial statements.
Capacity to handle risk
The Corporation has reviewed the key risks to which the College is exposed together with the
operating, financial and compliance controls that have been implemented to mitigate those risks.
The Corporation is of the view that there is a formal on-going process for identifying, evaluating and
managing the College's significant risks that has been in place for the period ending 31 July 2013
and up to the date of approval of the annual report and accounts. This process is regularly reviewed
by the Corporation.
The risk and control framework
The system of internal control is based on a framework of regular management information,
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 governing body;
regular reviews by the governing body of periodic and annual financial reports which indicate
financial performance against forecasts;
setting targets to measure financial and other performance;
clearly defined capital investment control guidelines and
the adoption of formal project management disciplines, where appropriate.

Hopwood Hall College has an internal audit service, which operates in accordance with the
requirements of the LSC’s Audit Code of Practice. The work of the internal audit service is informed
by an analysis of the risks to which the College is exposed, and annual internal audit plans are
based on this analysis. The analysis of risks and the internal audit plans are endorsed by the
Corporation on the recommendation of the Audit Committee. At minimum annually, the Head of
Internal Audit (HIA) provides the governing body with a report on internal audit activity in the
College. The report includes the HIA’s independent opinion on the adequacy and effectiveness of the
College’s system of risk management, controls and governance processes.
Review of effectiveness
As Accounting Officer, the Principal has responsibility for reviewing the effectiveness of the system
of internal control. His 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 financial statements auditors, the regularity auditors, the
appointed funding auditors (for colleges subject to funding audit) in their management letters
and other reports.
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Consolidated Income and Expenditure Account
For the Year Ending 31 July

Notes

2013
£’000

2012
£’000

2
3
4

22,953
1,101
76
960
37

23,503
1,147
106
946
53

25,127

25,755

Income
Funding body grants
Tuition fees and education contracts
Other grants and contracts
Other income
Investment income

5

Total income

Expenditure
Staff costs
Exceptional restructuring costs
Other operating expenses
Depreciation
Interest and other finance costs

6
6
8
12
9

13,199
(36)
7,284
2,003
455

Total expenditure

Surplus on continuing operations after
depreciation of assets at valuation and
before exceptional items and tax
Loss on disposal of assets

12

Surplus on continuing operations after
depreciation of assets at valuation,
exceptional items and disposal of assets
but before tax

14,054
832
7,590
1,709
122
22,905

24,307

2,222

1,448

(42)

(233)

2,180

1,215

Taxation

10

-

-

Surplus on continuing operations after
depreciation of assets at valuation and
tax

11

2,180

1,215

-

-

2,180

1,215

Transfer from accumulated income within
specific endowments
Surplus for the year retained within
general reserves

The income and expenditure account is in respect of continuing activities
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Consolidated Statement of Historical Surpluses and Deficits
For the Year Ending 31 July

Notes

Surplus on continuing operations before taxation

2013
£’000

2012
£’000

2,180

1,215

Difference between historical cost depreciation and the actual
charge for the year calculated on the revalued amount

22

194

200

Realisation of property revaluation gains of previous years

22

-

187

Historical cost surplus for the year before taxation

2,374

1,602

Historical cost surplus for the year after taxation

2,374

1,602

Consolidated Statement of Total Recognised Gains and Losses
For the Year Ending 31 July

Surplus on continuing operations after depreciation of assets
at valuation and tax

2,180

1,215

Unrealised surplus on revaluation of fixed assets

12

-

-

Appreciation of endowment asset investments

21

-

-

Actuarial Loss in respect of pension scheme

32

(212)

(1,016)

New endowments

21

-

-

1,968

199

Total recognised gains / (losses) since last report
Reconciliation
Opening reserves and endowments

12,782

Total recognised gains for the year

1,968

199

14,750

12,782

Closing reserves and endowments
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12,583

Consolidated Cash Flow Statement
Notes

2013
£’000

2012
£’000

Cash inflow from operating activities

24

1,847

3,784

Returns on investments and servicing of finance

25

(326)

(100)

Taxation

10

-

-

Capital expenditure and financial investment

26

(2,189)

(5,410)

Management of liquid resources

27

-

-

Financing

28

2,257

3,973

Increase (Decrease) in cash in the year

29

1,589

2,247

Reconciliation of net cash flow to movement in net funds/(debt)
Increase / (Decrease) in cash in the period
Cash inflow from new secured loan
Cash inflow from liquid resources
Cash outflow from decrease in lease financing

1,589
(2,500)
243

2,247
(4,100)
127

Movement in net funds in the period

(668)

(1,726)

Net funds at 1 August

(835)

891

Net funds at 31 July

(1,503)

(835)

28
27
28
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Notes
1

(forming part of the financial statements)

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 statements.

Basis of preparation
These financial statements have been prepared in accordance with the 2007 Statement of
Recommended Practice (SORP): Accounting for Further and Higher Education and in accordance with
applicable Accounting Standards. They conform to guidance published jointly by the Skills Funding
Agency and the Education Funding Agency, in the 2012/13 Accounts Direction Handbook.

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. The College currently has £8.1m of loans outstanding with bankers on terms negotiated in
2010 and 2011. The terms of the existing agreements are for up to another 23 years. The College’s
forecasts and financial projections indicate that it will be able to operate within these existing
facilities and covenants for the foreseeable future. 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.

Basis of consolidation
The consolidated financial statements of the group include the financial statements of the College
and its subsidiary undertaking Quest (Pennine) Ltd. Intra-group sales and profits are eliminated fully
on consolidation. In accordance with FRS 2, the activities of the student union have not been
consolidated because the College does not control those activities. All financial statements are
prepared to 31 July 2013.

Recognition of income
The recurrent grants from the funding bodies (i.e. Skills Funding Agency and Education Funding
Agency) are those receivable as determined by the results of the funding audit undertaken by the
relevant body. The recurrent grant from HEFCE represents the funding allocation attributable to the
current financial year and is credited direct to the income and expenditure account.
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 SFA adult learner responsive funding element is adjusted for and reflected 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 reconciliation process with the SFA at the
end of November following the year end. Employer responsive grant income is recognised based on
a year end reconciliation of income claimed and actual delivery with the SFA. 16-18 learnerresponsive funding is not normally subject to reconciliation or in year claw back and is therefore not
subject to contract adjustments.
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Notes
1

(continued)

Statement of accounting policies

(continued)

Recognition of income (continued)
Other discrete funds received during the year are taken to income as expenditure is incurred in line
with the specific terms and conditions attached to each fund by the relevant funding body.
Where the College receives and disburses funds in which it has no direct beneficial interest, such
funds are excluded from the income and expenditure account on the grounds that the College does
not have direct control over the future economic benefits derived from these funds. The College has
applied this policy to certain funds received during the year from the funding bodies (see note 38).
Non-recurrent grants from the funding bodies or other bodies received in respect of the acquisition
of fixed assets are treated as deferred capital grants and amortised in line with depreciation over the
life of the assets.
Income from grants, contracts and other services rendered is included to the extent the conditions
of the funding have been met or to 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 earned.

Post-retirement 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).
Contributions to the TPS are charged as incurred.
Contributions to the TPS scheme are charged to the income and expenditure account so as to spread
the cost of pensions over employees’ working lives with the College in such a way that the pension
cost is a substantially level percentage of current and future pensionable payroll. The contributions
are determined by qualified actuaries on the basis of quinquennial valuations using a prospective
benefit method.
The assets of the LGPS are measured using closing market values. LGPS liabilities are measured
using the projected unit method and discounted at the current rate of return on a high quality
corporate bond of equivalent term and currency to the liability. The increase in the present value of
the liabilities of the scheme expected to arise from employee service in the period is charged to the
operating surplus. The expected return on the scheme’s assets and the increase during the period in
the present value of the scheme’s liabilities, arising from the passage of time, are included in
pension finance costs. Actuarial gains and losses (including those resulting from changing the link
from the Retail Price Index to the Consumer Prices Index) are recognised in the statement of total
recognised gains and losses.
Further details of the pension schemes are given in note 32.

Enhanced Pensions
There are no enhanced pensions paid by the College.
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Statement of accounting policies

(continued)

Tangible fixed assets
Land and buildings
Land and buildings inherited from the Local Education Authority are stated in the balance sheet at
valuation on the basis of depreciated replacement cost as the open market value for existing use is
not readily obtainable. Land and buildings acquired since incorporation are included in the balance
sheet at cost. Freehold land is not depreciated. Freehold buildings are depreciated over their
expected useful economic life to the College of 50 years. Leasehold land and buildings are
amortised over 50 years or, if shorter, the period of the lease. The College has a policy of
depreciating major adaptations to buildings over the period of their useful economic life.
On adoption of FRS 15, the College followed the transitional provisions to retain the book value of
land and buildings, which were revalued in 2001, but not to adopt a policy of revaluations of these
properties in the future. These values are retained subject to the requirement to test assets for
impairment in accordance with FRS 11.
Where land and buildings are acquired with the aid of specific grants, they are capitalised and
depreciated as above. The related grants are credited to a deferred capital grant account and are
released to the income and expenditure account over the expected useful economic life of the
related asset on a basis consistent with the depreciation policy.
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(s) may not be recoverable.
Subsequent expenditure 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 meets one of the following criteria, in which
case it is capitalised and depreciated on the relevant basis:


Market value of the fixed asset has subsequently improved



Assets capacity increases



Substantial improvement in the quality of output or reduction in operating costs



Significant extension of the assets life beyond that conferred by repairs and maintenance

Buildings owned by third parties
Where land and buildings are used, but the legal rights are held by a third party, they are only
capitalised if the College has rights or access to on-going future economic benefit.
These assets are then depreciated over their expected useful economic life.
Assets under construction
Assets under construction are accounted for at cost, based on the value of architects’ certificates
and other direct costs, incurred to 31 July. They are not depreciated until they are brought into use.
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Statement of accounting policies

(continued)

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 and is depreciated
over its useful economic life as follows:
Motor vehicles and general equipment
Computer equipment
Furniture and fittings

-

5 years
3 years
5 years

Where equipment is acquired with the aid of specific grants, it is capitalised and depreciated in
accordance with the above policy, with the related grant being credited to a deferred capital grant
account and released to the income and expenditure account over the expected useful economic life
of the related equipment.
Leased assets
Costs in respect of operating leases are charged on a straight line basis over the lease term.
Leasing agreements which transfer to the College substantially all the benefits and risks of
ownership of an asset are treated as if the asset had been purchased outright. The relevant assets
are capitalised at their fair value at the inception of the lease and depreciated over the shorter of
the lease term or the useful economic lives of equivalently owned assets. The capital element
outstanding is shown as obligations under finance leases.
The finance charges are allocated over the period of the lease in proportion to the capital element
outstanding. Where finance lease payments are funded in full from funding council capital equipment
grants, the associated assets are designated as grant-funded assets.
Assets which are held under hire purchase contracts which have the characteristics of finance leases
are depreciated over their useful lives.
Investments and Endowment Assets
Fixed asset investments are carried at historical cost less any provision for impairment in their
value.
Listed investments held as fixed assets or endowment assets are stated at market value.
Current asset investments, which may include listed investments, are stated at the lower of their
cost and net realisable value.

Stocks
Stocks are stated at the lower of their cost and net realisable value. Where necessary, provision is
made for obsolete, slow moving and defective stocks.
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Statement of accounting policies

(continued)

Foreign currency translation
Transactions denominated in foreign currencies are recorded using the rate of exchange ruling at the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies are
translated at the rates of exchange ruling at the end of the financial year with all resulting exchange
differences being taken to the income and expenditure account in the period in which they arise.

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 is partially exempt in respect of Value Added Tax, so that it can only recover a minor
element of VAT charged on its inputs. Irrecoverable VAT on inputs is included in the costs of such
inputs and added to the cost of tangible fixed assets as appropriate, where the inputs themselves
are tangible fixed assets by nature.
The College’s subsidiary company, Quest (Pennine) Ltd., is subject to corporation tax and VAT in the
same way as any commercial organisation.

Liquid resources
Liquid resources include sums on short-term deposits with recognised banks and building societies and
government securities.

Provisions
Provisions are recognised when the College has a present legal or constructive 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.

Cash
Cash for the purposes of the cash flow statement comprises cash in hand and deposits repayable on
demand less overdrafts repayable on demand.

Agency arrangements
The College acts as an agent in the collection and payment of discretionary support funds. Related
payments received from the funding bodies and subsequent disbursements to students are excluded
from the Income and Expenditure account and are shown separately in note 38 except for the 5 per
cent of the grant received which is available to the College to cover administration costs relating to
the grant.
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(continued)

Funding body grants
2013
£’000

2012
£’000

Recurrent grant - EFA
Recurrent grant - SFA
Recurrent grant - HEFCE
Apprenticeships
Community Learning SFA
Non recurrent grants - LSC and successor organisations
Releases of deferred capital grants (note 20)

12,069
6,597
347
1,691
1,349
613
287

13,101
6,583
553
1,416
1,467
226
157

Total funding body income

22,953

23,503

2013
£’000

2012
£’000

Tuition fees
Education contracts

1,057
44

1,123
24

Total

1,101

1,147

Tuition fees and education contracts
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4

Othe
er grants and co
ontracts

5

Inve
estment income
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Stafff numbe
ers and costs

he average number of persons (in
ncluding se
enior post-h
holders) em
mployed by the College
e during th
he
Th
ye
ear, described as full-ttime equiva
alents, was :

Sttaff costs ffor the abo
ove person
ns

Th
he restructu
uring costs were approved by th
he College's
s Employme
ent & Finan
nce Committee. Figures
inc
clude the release of 2011/12 provision for industrrial tribuna
als arising from restructuring the
t
Co
ollege's currriculum. These were successfull y settled out of court in year.

Th
he numberr of seniorr post-hold
ders who rreceived annual emo
oluments, excluding pension
co
ontribution
ns but inclu
uding bene
efits in kin
nd, in the following ranges
r
wa
as:
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7

Seniior post--holders
s’ emoluments

Se
enior post-h
holders are defined as
s the Princip
pal and holders of the other seniior posts whom the
Go
overning Bo
ody has selected for th
he purpose
es of the artticles of government o
of the Colle
ege relating
g
to the appoin
ntment and promotion
n of staff wh
ho are appo
ointed by the Governi ng Body.

he role of As
enior post-h
holder in De
ecember 20
012
Th
ssistant Priincipal was made a se

Se
enior post--holders’ emolumen
e
ts are ma de up as follows:
f

Co
osts for the Assistant Principal
P
arre only inclu
uded from December 2012 when
n she becam
me a seniorr
po
ost-holder. Benefits in
n kind relate to free gy
ym membe
ership.

he above e
emoluments include amounts payable to
o the Princ
cipal of:
Th

Sa
alaries
Be
enefits in kind
d

Pe
ension contributions

2013
£’000

2012
£’000

137
-

137
-

137

137

19

19

Th
he Principal is also the
e highest paid senior post-holder. The pens
sion contrib
butions in respect
r
of the
t
Principal and senior pos
st-holders are
a in respe
ect of employer's contributions tto the Teac
chers’ Pension
cheme and are paid att the same rate as forr other emp
ployees.
Sc

Co
ompensation for loss
s of office paid to a former se
enior post-holder or higher paid employee
o compensa
ation payments were made
m
in 20
012/13 or 2011/12.
2
No
he memberrs of the Co
orporation, other tha n the Princ
cipal and the staff me
embers, did not receive
Th
an
ny paymentt from the institution other than the reimbursement of
o travel an
nd subsistence expens
ses
inc
curred in th
he course of
o their duties.
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Other operating expenses

Teaching costs
Non teaching costs
Premises costs

2013
£’000
1,058
5,086
1,140

2012
£’000
939
5,255
1,396

Total

7,284

7,590

2013
£’000

2012
£’000

26
19
0

25
20
0

127

74

Other operating expenses include:

Auditors’ remuneration:
Financial statements audit*
Internal audit**
Other services provided by the financial statements auditors***
Other services provided by the internal auditors****
Hire of plant and machinery – operating leases

*
includes £21,197 in respect of the College (2011/12 £20,016)
** includes £18,648 in respect of the College (2011/12 £19,950)
*** includes £Nil in respect of auditing specific grant claims (2011/12 £Nil)
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(continued)

Interest Payable

On bank loans, overdrafts and other loans:
Repayable within five years, not by instalments
Repayable within five years, by instalments
Repayable wholly or partly in more than five years

2013
£’000

2012
£’000

338
338

89
89

25
92

33
-

455

122

On finance leases
Pension finance costs (note 32)
Total

10

Taxation

The members do not believe the College was liable for any corporation tax arising out of its activities
during either period.

11

Surplus on continuing operations for the period

The surplus on continuing operations for the year is made up as follows:
2013
£’000

2012
£’000

College’s surplus for the period
Surplus generated by subsidiary undertakings and transferred to
the College under gift aid/deed of covenant

2,176
4

1,176
39

Total

2,180

1,215

37

Notes
12

(continued)

Tangible fixed assets (Group & College)
Assets
Equipment
Land and buildings
Freehold
Long
Under
leasehold Construction

Cost or valuation
At 1 August 2012
Additions
Assets Under Construction
Disposals
At 31 July 2013

Total

£’000

£’000

£’000

£’000

£’000

29,528

150

3,590

5,464

38,732

(3,590)

821
140
(441)

4,672
0
(490)

0

5,984

42,914

3,851
3,450
(49)
36,780

150

4,351

32

2,844

7,227

958
(17)

6
0

1,039
(427)

2,003
(444)

5,292

38

0

3,456

8,786

Net book value at 31 July 2013

31,488

112

0

2,528

34,128

Net book value at 31 July 2012

25,177

118

3,590

2,620

31,505

Depreciation
At 1 August 2012
Charge for the year
Elimination in respect of disposals
At 31 July 2013

The transitional rules set out in FRS 15 Tangible Fixed Assets have been applied on implementing
FRS 15. Accordingly the book values at implementation have been retained.
Land and buildings were valued for the purpose of the 2001 financial statements at depreciated
replacement cost by a firm of independent chartered surveyors, in accordance with RICS Statement
of Asset Valuation Practice and Guidance Notes.
Land and buildings with a net book value of £8m (2012: £8.2m) have been financed by exchequer
funds. Should these assets be sold, the College may be liable, under the terms of the Financial
Memorandum with the Council to surrender the proceeds.
Disposals include the write off of obsolete equipment (NBV £14k) and building alterations (NBV
£30k) arising from the redevelopment of the Rochdale campus.
The net book value of equipment includes an amount of £332,085 (2011/12 - £491,493) in respect
of computers held under finance leases.
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Investments
College
2013
£’000

College
2012
£’000

Investments in subsidiary companies
Investments in associate companies

-

-

Total

-

-

The College owns 100 per cent of the issued ordinary £1 shares of Quest (Pennine) Limited, a
company incorporated in Great Britain and registered in England and Wales. The principal business
activity of Quest (Pennine) Limited is the rental of sports facilities. The interest in Quest (Pennine)
Limited was acquired on 5 April 1993.

14

Endowment assets

The College has no endowment assets

15

Debtors
Group
2013
£’000

College
2013
£’000

Group
2012
£’000

College
2012
£’000

Trade debtors
Amounts owed by subsidiary undertakings
Other debtors
Prepayments and accrued income
Amounts owed by funding bodies

392
43
419
52

388
39
419
52

69
21
352
49

63
1
21
352
49

Total

906

898

491

486

Amounts falling due within one year:
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(continued)

Creditors: amounts falling due within one year
Group
2013
£’000

College
2013
£’000

Group
2012
£’000

College
2012
£’000

Bank loans and overdrafts
Obligations under finance leases
Payments received in advance
Trade creditors
Amounts owed to subsidiary undertakings
Corporation tax
Other taxation and social security
Accruals
Amounts owed to the SFA / EFA
Other Creditors

266
144
33
776
236
1,952
131
3

266
144
33
772
5
235
1,941
131
3

107
135
33
913
255
3,140
557
5

107
135
33
903
254
3,133
557
5

Total

3,541

3,530

5,145

5,127

Creditors: amounts falling due after one year
Group
2013
£’000

College
2013
£’000

Group
2012
£’000

College
2012
£’000

Bank loans
Obligations under finance leases
Other Creditors

7,826
153
-

7,826
153
-

5,593
297
132

5,593
297
132

Total

7,979

7,979

6,022

6,022
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Borrowings

a) Bank loans and overdrafts
Bank loans and overdrafts are repayable as follows:
Group
2013
£’000

College
2013
£’000

Group
2012
£’000

College
2012
£’000

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

266
281
905
6,640

266
281
905
6,640

107
138
467
4,988

107
138
467
4,988

Total

8,092

8,092

5,700

5,700

The College has 3 unsecured loans as shown below:
Loan amount (£000)
Repayable by instalments from
to
Interest payable per annum

£4,122
July 2012
July 2035
6.07%

£1,078
July 2012
July 2035
6.10%

£3,000
June 2013
June 2027
4.98%

b) Finance leases
The net finance lease obligations to which the institution is committed are:
Group
2013
£’000

College
2013
£’000

Group
2012
£’000

College
2012
£’000

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

144
153
-

144
153
-

135
297
-

135
297
-

Total

297

297

432

432

Finance lease obligations are secured on the assets to which they relate.
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Provisions for liabilities and charges
Restructuring
£’000

20

Group and College
Enhanced
Other
pensions
£’000
£’000

Total
£’000

At 1 August 2012

-

-

-

-

Expenditure in the period
Transferred from income and expenditure

-

-

-

-

At 31 July 2013

0

0

0

0

Deferred capital grants
Group and College
Funding
Other
Agency
At 1 August 2012
Cash received
Released to income and expenditure account
Accelerated release of capital grants
At 31 July 2013

21

Endowments

The college holds no endowments.
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Total

£’000
7,603

£’000
2,482

£’000
10,085

899

1,580

2,479

(287)

(138)

(425)

-

-

-

8,215

3,924

12,139

Notes
22

(continued)

Revaluation reserve
Group
2013
£’000

College
2013
£’000

Group
2012
£’000

College
2012
£’000

8,177

8,177

8,564

8,564

-

-

-

-

(194)

(194)

(200)

(200)

-

-

(187)

(187)

7,983

7,983

8,177

8,177

Group

College

Group

College

2013
£’000

2013
£’000

2012
£’000

2012
£’000

Income and expenditure account reserve
At 1 August

4,605

4,563

4,019

3,992

Surplus retained for the year
Transfer from revaluation reserve
Revaluation release on impaired buildings/disposals

2,180
194
-

2,176
194
-

1,215
200
187

1,178
200
187

Actuarial (loss) / gain in respect of pension scheme
Deed of covenant payment from subsidiary

(212)
-

(212)
39

(1,016)
-

(1,016)
22

At 31 July

6,767

6,760

4,605

4,563

(3,528)

(3,528)

(3,271)

(3,271)

10,295

10,288

7,876

7,834

6,767

6,760

4,605

4,563

At 1 August
Revaluations in the period (as per note 12)
Transfer from revaluation reserve to general reserve in
respect of:
Disposals
Depreciation on revalued assets
Accelerated release of revaulation reserves relating to
the property strategy
At 31 July

23

Movement on general reserves

Balance represented by:
Pension reserve
Income and expenditure account reserve excluding
pension reserve
At 31 July
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Reconciliation of consolidated operating surplus to net cash inflow
from operating activities

Surplus on continuing operations after depreciation of assets at
valuation
Depreciation (note 12)
Accelerated depreciation on buildings (note 12)
Release of capital grant re property strategy (note 20)
Deferred capital grants released to income (note 20)
Loss/(profit) on disposal of tangible fixed assets
Interest payable (note 9)
Interest receivable (note 5)
FRS 17 pension cost less contributions payable (notes 6 and 32)
(Increase)/decrease in stocks
(Increase)/decrease in debtors
Increase/(decrease) in creditors
Increase/(decrease) in provisions
Net cash inflow from operating activities

25

26

2013
£’000

2012
£’000

2,180
2,003
(425)
42
363
(37)
45
(5)
(415)
(1,904)
-

1,215
1,709
(207)
233
122
(22)
122
(101)
713
-

1,847

3,784

Returns on investments and servicing of finance
2013
£’000

2012
£’000

Income from endowments
Other interest received
Interest paid
Interest element of finance lease rental payment

37
(338)
(25)

22
(89)
(33)

Net cash outflow from returns on investment and servicing of
finance

(326)

(100)

2013
£’000

2012
£’000

Purchase of tangible fixed assets
Payments to acquire endowment assets
Receipt from sale of fixed assets
Receipt from sale of endowment assets
Deferred capital grants received
Endowments received

(4,672)
4
2,479
-

(8,579)
7
3,162
-

Net cash outflow from capital expenditure and financial
investment

(2,189)

(5,410)

Capital expenditure and financial investment
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Management of liquid resources
2013
£’000

2012
£’000

Sale of investments
Withdrawals from deposits
Purchase of investments
Placing of deposits
Movement in endowment assets

-

-

Net cash inflow from management of liquid resources

-

-

2013
£’000

2012
£’000

Debt due beyond a year:
New unsecured loans repayable by 2035
New unsecured loans repayable by 2026
Repayment of amounts borrowed

2,500
(108)

3,600
500
-

Capital element of finance lease rental payments

(135)

(127)

2,257

3,973

Financing

Analysis of changes in net funds

Cash in hand, and at bank
Endowment asset investments (note14)
Overdrafts

Debt due within 1 year
Debt due after 1 year
Finance leases
Current asset investments

At 1
August
2012
£’000

Cash
flows

Other
changes

At 31 July
2013

£’000

£’000

£’000

5,297
-

1,589
-

-

6,886
-

5,297

1,589

-

6,886

(107)
(5,593)
(432)
-

(159)
(2,233)
135
-

-

(266)
(7,826)
(297)
-

(835)

(668)

-

(1,503)

Total
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Cash flow relating to exceptional items
2013
£’000

2012
£’000

Provision as at 1 August
Income and expenditure account charge
Operating cash outflow

218
-

469
-

Provision as at 31 July

218

469

The operating cash outflows do not include an outflow of £218,000 (2011/12 - £469,000) for known
exceptional restructuring costs, related final salaries and performance related bonuses. This amount
is provided for in the I&E but was not paid until the following financial year.

31

Major non-cash transactions

a) Restructuring costs
The College has made no general provision for future restructuring costs.

b) Revaluation of property
The College's estate was last revalued in 2001
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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 the Greater Manchester Pension Fund. Both are
defined-benefit schemes.
Total pension cost for the year

2013
£'000

Teachers' Pension Scheme: contributions paid
Local Government Pension Scheme:
Contributions paid
FRS 17 charge
Charge to the Income and Expenditure Account (staff
costs)
Enhanced pension charge to Income and Expenditure
Account (staff costs)
Total Pension Cost for Year

2012
£'000

589
456
45

698
467
122

501

589

1,090

1,287

The pension costs are assessed in accordance with the advice of independent qualified actuaries.
The latest actuarial valuation of the TPS was 31 March 2004 and of the LGPS 31 March 2010.
There were no outstanding or prepaid contributions at either the beginning or the end of the
financial year
Teachers’ Pension Scheme
The Teachers' Pension Scheme (“TPS”) is a statutory, contributory, defined benefit scheme. The
regulations under which the TPS operates are the Teachers' Pensions Regulations 2010. These
regulations apply to teachers in schools and other educational establishments in England and Wales
maintained by local authorities, to teachers in many independent and voluntary-aided schools, and
to teachers and lecturers in establishments of further and higher education. 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 budgeting and valuation account
Although teachers and lecturers are employed by various bodies, their retirement and other pension
benefits, including annual increases payable under the Pensions (Increase) Acts are, as provided for
in the Superannuation Act 1972, paid out of monies provided by Parliament. Under the unfunded
TPS, teachers' contributions on a 'pay-as-you-go' basis, and employers' contributions, are credited
to the Exchequer under arrangements governed by the above Act.
The Teachers' Pensions Regulations 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 (in excess of price
increases and currently set at 3.5%), which is equivalent to assuming that the balance in the
Account is invested in notional investments that produce that real rate of return.
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Pension and similar obligations

(continued)

Valuation of the Teachers’ Pension Scheme
Not less than every four years the Government Actuary (“GA”), using normal actuarial principles,
conducts a formal actuarial review of the TPS. The aim of the review is to specify the level of future
contributions.
The contribution rate paid into the TPS is assessed in two parts. First, a standard contribution rate
(“SCR”) is determined. This is the contribution, expressed as a percentage of the salaries of
teachers and lecturers in service or entering service during the period over which the contribution
rate applies, which if it were paid over the entire active service of these teachers and lecturers
would broadly defray the cost of benefits payable in respect of that service. Secondly, a
supplementary contribution is payable if, as a result of the actuarial investigation, it is found that
accumulated liabilities of the Account for benefits to past and present teachers, are not fully covered
by standard contributions to be paid in future and by the notional fund built up from past
contributions. The total contribution rate payable is the sum of the SCR and the supplementary
contribution rate.
The last valuation of the TPS related to the period 1 April 2001 - 31 March 2004. The GA's report of
October 2006 revealed that the total liabilities of the Scheme (pensions currently in payment and
the estimated cost of future benefits) amounted to £166,500 million. The value of the assets
(estimated future contributions together with the proceeds from the notional investments held at the
valuation date) was £163,240 million. The assumed real rate of return is 3.5% in excess of prices
and 2% in excess of earnings. The rate of real earnings growth is assumed to be 1.5%. The
assumed gross rate of return is 6.5%.
As from 1 January 2007, and as part of the cost-sharing agreement between employers’ and
teachers’ representatives, the SCR was assessed at 19.75%, and the supplementary contribution
rate was assessed to be 0.75% (to balance assets and liabilities as required by the regulations
within 15 years). This resulted in a total contribution rate of 20.5%, which translated into an
employee contribution rate of 6.4% and employer contribution rate of 14.1% payable. The costsharing agreement also introduced – effective for the first time for the 2008 valuation – a 14% cap
on employer contributions payable.

Scheme changes
From 1 April 2012 to 31 March 2013, the employee contribution rate will range between 6.4% and
8.8%, depending on a member’s Full Time Equivalent salary. Further changes to the employee
contribution rate will be applied in 2013-14 and 2014-15.
Actuarial scheme valuations are dependent on assumptions about the value of future costs, design
of benefits and many other factors. Many of these are being discussed in the context of the design
for a reformed TPS, as set out in the Proposed Final Agreement, and scheme valuations are,
therefore, currently suspended. The Government, however, has set out a future process for
determining the employer contribution rate under the new scheme, and this process will involve a
full actuarial valuation.
The Proposed Final Agreement can be found at:
http://media.education.gov.uk/assets/files/ppt/t/tps%20proposed%20final%20agreement.pdf
The employer pension costs paid to TPS in the year amounted to £589,000 (2012: £698,000).
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Pension and similar obligations

(continued)

FRS 17
Under the definitions set out in Financial Reporting Standard (FRS 17) Retirement Benefits, the TPS
is a multi-employer pension scheme. The College is unable to identify its share of the underlying
assets and liabilities of the scheme.
Accordingly, the College has taken advantage of the exemption in FRS17 and has accounted for its
contributions to the scheme as if it were a defined-contribution scheme. The College has set out
above the information available on the scheme and the implications for the College in terms of the
anticipated contribution rates.
Local Government Pension Scheme
The LGPS is a funded defined-benefit scheme, with the assets held in separate funds administered
by Tameside Metropolitan Borough Council. The total contribution made for the year ended 31 July
2013 was £633,000, of which employer’s contributions totalled £456,000 and employees’
contributions totalled £177,000. The agreed contribution rates for future years are 16.3% for
employers and range from 5.5% to 7.5% for employees, depending on salary.
FRS 17
Principal Actuarial Assumptions
The following information is based upon a full actuarial valuation of the fund at 31 March 2010
updated to 31 July 2013 by a qualified independent actuary
At 31 July
2013

At 31 July
2012

4.60%
2.80%
4.60%
5.80%

4.00%
1.90%
4.40%
4.70%

Commutation of pensions to lump sums for pre-April 2008
service

50%

50%

Commutation of pensions to lump sums for post-April 2008
service

75%

75%

Rate of increase in salaries
Rate of increase for pensions in payment / inflation
Discount rate for scheme liabilities
Inflation assumption
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Pension and similar obligations

(continued)

Local Government Pension Scheme (continued)
The current mortality assumptions include sufficient allowance for future improvements in mortality
rates. The assumed life expectations on retirement age 65 are:
At 31 July
2013

At 31 July
2012

Retiring today
Males
Females

20.10
22.90

20.10
22.90

Retiring in 20 years
Males
Females

22.50
25.00

22.50
25.00

The College's share of the assets and liabilities in the scheme and the expected rates of return were:
Long-term
rate of
return
expected
at 31 July
2013

Value at 31
July 2013

Long-term
rate of
return
expected
at 31 July
2012

£’000
Equities
Bonds
Property
Cash

6.50%
3.70%
4.60%
3.40%

14,763
3,691
1,230
820

Value at 31
July 2012

£’000
5.50%
3.30%
3.70%
2.80%

11,180
3,557
847
1,355

Total market value of assets
Present value of scheme liabilities
- Funded
- Unfunded
Related deferred tax liability

20,504

16,939

(24,032)
-

(20,210)
-

Surplus/(deficit) in the scheme

(3,528)

(3,271)

Analysis of the amount credited to income and expenditure account

Employer service cost (net of employee contributions)
Curtailments & Settlements
Past service cost
Total operating charge
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2013
£’000

2012
£’000

(95)
48
(47)

65
41
47
153
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Pension and similar obligations

(continued)

Local Government Pension Scheme (continued)
Analysis of pension finance income / (costs)

Expected return on pension scheme assets
Interest on pension liabilities
Pension finance income / (costs)

2013
£’000

2012
£’000

800
(892)
(92)

1,020
(989)
31

Analysis recognised in the statement of total recognised gains and losses (STRGL)

2013
£’000

2012
£’000

2,609
(2,821)

(590)
(426)

(212)

(1,016)

Surplus/(deficit) in scheme at 1 August

2013
£’000
(3,271)

2012
£’000
(2,133)

Movement in year:
Employer service cost (net of employee contributions)
Employer contributions
Past service cost
Losses / (Gains) on Curtailments and Settlements
Net interest/return on assets
Actuarial gain or loss
(Deficit)/Surplus in scheme at 31 July

(494)
589
(48)
(92)
(212)
(3,528)

(532)
467
(47)
(41)
31
(1,016)
(3,271)

Actuarial gains on pension scheme assets
Actuarial losses on scheme liabilities
Past service credit
Actuarial loss recognised in STRGL

Movement in surplus / (deficit) during year
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Pension and similar obligations
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Local Government Pension Scheme (continued)

Asset and liability reconciliation
Reconciliation of liabilities
Liabilities at start of period
Service cost
Interest cost
Employee contributions
Liabilities assumed in a business combination
Actuarial (gain)/loss
Benefits paid
Past Service cost
Curtailments and settlements

20,210
494
892
175
2,821
(608)
48

18,530
532
989
191
426
(546)
47
41

Liabilities at end of period

24,032

20,210

16,939
800
2,609
589
175
(608)
20,504

16,397
1,020
(590)
467
191
(546)
16,939

Reconciliation of assets
Assets at start of period
Expected return on assets
Actuarial gain/(loss)
Employer contributions
Employee contributions
Benefits paid
Assets distributed on settlements
Assets acquired in a business combination
Assets at end of period

The estimated value of employer contributions for the year ended 31st July 2014 is £461,000.
Deficit contributions
The College has no agreement with the LGPS to make additional contributions in addition to normal
funding levels.
History of experience gains and losses
2013

2012

2011

2010

2009

2,609

(590)

2,027

966

(936)

(29)

(234)

(543)

-

-

(212)

(1,016)

2,255

593

(2,663)

Difference between the expected and actual
return on assets:
Amount £’000
Experience gains and losses on scheme
liabilities:
Amount £’000
Total amount recognised in STRGL:
Amount £’000
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Post balance sheet events

No post balance sheet events have been identified

34

Capital commitments
Group and College
2013
2012
£’000
£’000
Commitments contracted for at 31 July
Authorised but not contracted at 31 July

35

1,856

1,778

-

-

Financial commitments

At 31 July the College had annual commitments under non-cancellable operating leases as follows:
Group and College
2013
2012
£’000
£’000
Land and buildings
Expiring within one year
Expiring within two and five years inclusive
Expiring in over five years

Other
Expiring within one year
Expiring within two and five years inclusive
Expiring in over five years

36

Contingent liability

The College had no contingent liabilities as at 31 July 2013 or July 2012.
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-

1
-

-

1

127
-

126
-

127

126
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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
transactions involving such organisations are conducted at arm’s length and in accordance with the
College’s financial regulations and normal procurement procedures.
No transactions were identified which should be disclosed under Financial Reporting Standard 8
"Related Party Disclosures".
Transactions with the funding bodies and HEFCE are detailed in notes 2, 15, 16 and 20.
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Amounts disbursed as agent

Funding body grants – hardship funds (SFA)
Funding body grants – childcare (SFA)
Funding body grants – 24+ loans (SFA)
Other Funding bodies grants (EFA)

Disbursed to students
Administration costs
Balance unspent as at 31 July, included in creditors

2013
£’000

2012
£’000

252
355
538
1145

252
269
343
864

(1,088)
(57)

(799)
(43)

-

22

Funding body grants are available 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. No income and expenditure is consolidated in
the College's financial statements relating to purchases or accommodation for students paid for by
the College on the student's behalf.
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