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Strategic Report of the Governing Body (continued)
Its main achievements in 2018/19 were:
•
•
•
•
•
•
•
•
•
•
•

16-18 enrolment in September 2019 grew by 31 students, growth achieved for the 13th year in a row
Consolidated the previous years' growth in apprenticeships with further in-year funding growth of 19%
Exceeded target of Global income generated during the first year of operations in 2018/19 by 87%
Level 3 Value Added scores improved on both vocational and A Level programmes
DfE performance tables show improvements across all areas compared to 2017/18
GCSE English retakes achieved 4 or higher in 71.2% of cases an increase from 61. 0% in 2 017/18
(81. 0% pass rate for students in receipt of free meals)
Increased number of Level 3 completing students progressing to university at 52.5% from 46.5%
Development of innovative projects; iPads continue to enhance students' experience and interaction
in the classroom
Official Apple Distinguished Educator status achieved by a teacher and curriculum leader in April 2019
Continue to innovate in the delivery of teaching towards students through cross College flipped
learning
Continued strong financial performance across all indicators

Financial objectives and Performance Indicators
•
•

•

•

•

•
•
•
•
•
•
•
•

Grow 16-18 student numbers by 20 for autumn 2019 enrolment
o Achieved - the liaison and marketing activities and growing reputation during 2018/19 has
led to an enrolment of 1,484 (growth 31).
Quality improvement - all courses to have an ALPS of 6 or above
o Partially achieved: overall A-level ALPS grade for the college remains at a 6 although this
is now a secure grade 6 which is stronger than last year. Some courses less than grade
6.
Student attendance overall to increase (from 88.5% 20 17/18) to 90%+ by 2018/19
o Partially achieved: improvement in the number of students who have moved into the 90100% attendance range however overall attendance at 88% (improvements still to be
made in 2019/20)
Operating surplus (before the release of revaluation reserve) is to be achieved at around £117, 000
p.a. as a minimum or £240 , 000 (around 3% of income) once pension actuarial charges have been
added back.
o Achieved- Surplus of £69,000 achieved but adjusted surplus of £509,000 achieved after
£440,000 of FRS102 pension provisions are added back
All 16-18, 19+ and Apprenticeship Funding and Student Numbers targets to be met or exceeded
annually
o Partially achieved - 16-18 targets met, but apprenticeship growth 18. 7% vs. 20% target
and £112,000 shortfall on Adult Education Budget delivery
Global income to exceed £85k in first year of operations
o Achieved - £158k income delivered from study programmes
Maintain ESFA financial health rating at 'Good'
o Likely to be achieved - following accounts submission ESFA agreement required
Pay expenditure to be maintained below 68% of non-subcontracted income
o Achieved - Staff costs as a percentage of non-subcontracted income was 64.0%
Cash Days in hand of 35 to be a minimum at the year end with a target of £1 M or 45 Days in Hand
o Achieved- cash £1.75M and 69 days in hand on 31 July 2019
Current ratio of at least 1: 1.12 to be maintained
o Achieved- 1:1.39 on 31 July 2019, cash reserves have increased
Net cash inflow from operating activities greater than 1% of total income
o Achieved - net cash flow from operating activities 8. 7% of total income
General Reserves (excluding pension reserve/deficit) of at least 3 0% of total income to be maintained
o Achieved- General Reserves £3.68M (excluding pension deficit) equal to 38.8% of total
income
Loans to be maintained at or less than 20% of total income
o Achieved- loans were 8.0% of total income on 31 July 2019
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Strategic Report of the Governing Body (continued)
FINANCIAL POSITION
Financial Results
The College posted a surplus of £69,000 in the year-ended 31 July 2019 (2017 /18 surplus of £112,000). A
charge of £440,000 (2017 /18 £200,000) was made, in respect of Local Government Pension adjustments
to the Statement of Comprehensive Income. These adjustments reflect both interest on the pension deficit
and difference between the calculated cost of running the pension and the contributions made during the
year.
The surplus for the year was made despite growth of 1 6-18 student numbers totalling 22 students, the
funding of this growth by the ESFA will not be received by the College until the 2019/20 year, however due
to the reduction in programme cost weighting for 2019/20 funding the equivalent funding per student will
reduce by (2. 1 %) in 20 1 9/20 therefore receiving (£37k) less funding for 1,45 3 students than was received
for 1 ,431 students in 2018/19.
The College invested £155,000 in its land and buildings in the year which related to the start of summer
works in 2019, this includes essential maintenance required and improvements to classroom spaces to
improve optimisation of space to accommodate student growth.
Net Assets excluding pension liabilities have increased by £507 ,000 in the year to £5,825,000 from
£5, 317,000 at 31 July 2018. The local government pension scheme liability has increased by £1,07 0,000
(2017 /18 decrease £250,000) due to past service costs (McCloud and GMP) of £260k and a 10% increase
in pensionable payroll, this is in addition to the £180,000 charge through the Statement of Comprehensive
Income.
The College has significant reliance on the government funding received from the ESFA for its principal
funding source, largely from recurrent grants. In 20 1 8/19 the Funding Bodies provided 82.7% (2017 /18
87 . 3%) of the College's total income. The proportion has reduced in 2018/1 9 due to the income delivered
through the College's Global operations (£158k) and growth in Tuition fees and education contracts
(£159k).
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 treasury management policy in place included within Financial Regulation 7, Banking
Arrangements, Investments and Borrowing. Short term borrowing for temporary revenue purposes is
authorised by the Accounting Officer (Principal). Such arrangements are restricted by limits in the Financial
Memorandum agreed with the ESFA. All other borrowing requires the authorisation of the Corporation and
shall comply with the requirements of the Financial Memorandum.
Cash flows
Net cash inflow from operating activities amounted to £830,000 (2017 /18 £7 4 3,000). In the year cash
(including short term investments) increased by £574,000 (2016/17 increase £343,000) which reflects the
surplus for the current year and the higher level of non-cash charges and depreciation compared to actual
capital spend and loan repayments.
Liquidity
£7 6,000 was paid off existing debt during the year. No new loans were taken out during the year.
The size of the College's total borrowing and its approach to interest rates has been calculated to ensure a
reasonable cushion between the total cost of servicing debt and operating cash flow.
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Report of the Governing Body (continued)
Reserves
The College has no formal Reserves Policy, but the Corporation recognises the importance of reserves in
underpinning the financial stability of the College for the benefit of all stakeholders. The level to be held is
set to allow the College to fully meet its obligations at times of financial hardship which would include having
funds for staff restructuring. The absolute level of reserves held may vary due to the need to respond to
demands placed on the College when it needs to maintain high quality education to the College
beneficiaries. The longer term strategic benefits may need to take precedence over absolute reserve level
targets if through the investment of these reserves future financial health can be assured, which may include
investment in buildings or equipment. It is important that reserves are not built up without purpose as
priority must be given to ensuring that adequate resources are provided for the College's core business.
The College currently holds no restricted reserves. As at the balance sheet date, the Income and
Expenditure account reserve (before pension deficit) stands at £3.676M (2018: £3.108M). The cash and
cash equivalents plus short term cash investments held by the College are more crucial when considering
the ability of the College to respond to financial hardship. At the balance sheet date cash and cash
equivalents were £834,000 (2018 £961,000) and short term investments £901,000 (2018 £200,000). It is
the Corporation's intention to utilise a proportion of cash and cash equivalents plus short term cash
investments to invest in a new building to accommodate forecast student growth.
CURRENT AND FUTURE DEVELOPMENT AND PERFORMANCE
Student Numbers
The college ended the 2018/19 year having exceeded the ESFA 16-18 student number target by 22
learners, a total of 1,453 students. The 16-18 programme funding contract for 2018/19 provided a total of
£6.419M (including £180K for High Needs Students). The College has provided for clawback of Adult
Education Budget funding to the value of £112K out of a contract for £786K. Apprenticeship funding
generated totalled £585K from both 16-18 and adult apprentices.
Student Achievements
The final achievement rate at A level for full-time students in 2018/19 was 82.6%. This is the first set of
results with all A level qualifications (other than Further Maths) having moved across to a 2 year linear
approach. Retention on A level courses was 85.9% a fall from the previous year, but only in line with the
national trend here as a result of the advent of 2 year A level programmes for all subjects. Meanwhile, the
pass rate has increased from 94.8% to 96.1%. The overall achievement rate for Level 3 Diplomas continues
to improve at 92.5%, (2017/18 91.3%). The College has been very successful in meeting the Condition of
Funding involving the compulsory delivery of Maths and English to 16-18 year olds who haven't achieved
grade C/4 or above at GCSE in those subjects prior to joining college. High grade pass rates continue to
increase for both English and Maths, English 71.2% (17/18 61.0%) achieving 4+ and Maths 43.4% (17/18
31. 7%), both significantly above the national rate.
Curriculum Developments
The key developments in the curriculum are the move to the new RQF framework for Applied General
qualifications which means a change in teaching techniques in order to prepare students for external exams
alongside coursework elements to maintain achievement levels.
The E6 programme continued to evolve during 2018/19. The college secured Capacity and Development
Funding for T Level work placements. Out of a target of 20, 11 placements were successfully completed.
The college has again secured funds for 2019/20 to develop this capacity.
The Adult Education and Apprenticeship departments have now been merged, in order to have a clear and
concise offer for all apprentices and Adult learners. The provision has been split into three strands;
FUTURES (qualification courses, FUN (non-qualification courses) and ONLINE (digital platform courses).
The offer is then clearly defined into four pillars linked to our institutional areas of expertise: Business Pillar,
Education Pillar, Health & Wellbeing Pillar and GCSE & Functional Skills Pillar. In addition to these pillars
we also offer a Hairdressing Pillar via a sub-contracting arrangement. We currently have 1,299 adult
students and Apprentices receiving education and training through the depariment and there is a growth
plan in place in order to ensure that we meet the training needs of the City.
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Report of the Governing Body {continued)
RESOURCES
The College has various resources that it can deploy in pursuit of its strategic objectives.
Tangible resources are located at the College campus on Tangier Road, Portsmouth.
Financial
The College has £2.786M of Net Assets (after deducting £3.040M of pension defined benefit obligations
and £3.755M of deferred income government capital grants). Long term loan debt totals £590K (2017/18
£709K).
People
The College employs 201 people (expressed as Full Time Equivalents - FTE) of whom 83 FTE were
teaching staff.
Reputation
The College has a growing and widening reputation for quality locally and it works with many local partners
including Portsmouth City Council, all Portsmouth secondary schools, local universities and further
education providers as well as many other local, regional and national organisations including employers.
PRINCIPAL RISKS AND UNCERTAINTIES:
The College has undertaken further work during the year 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. The College continues to use the risk register as the driver for the Board Assurance
Framework following the decision not to obtain a full assurance opinion from the College internal auditors.
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 the subsequent year's appraisal will review their effectiveness and progress against risk
mitigation actions. In 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 College or from external
changes.
A risk register is maintained at the College level which is reviewed termly by the Audit Committee and by
the full Corporation. In addition, risks from the College register are allocated to each governor committee
and are reviewed in more detail by those committees at each meeting. 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.
1. Government funding
The College has considerable reliance on continued government funding through the further education
funding bodies. In 2018/19 90.4% (2017/18 93%) of the College's revenue was ultimately public funded.
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 issues which may impact on future funding:
•
•

Future government policies are uncertain due to the general election planned for December 2019
and the impact of BREXIT is unknown. The £400M investment for 16-19 education is unconfirmed
beyond 2020/21;
Adult Education Funding continues to be difficult to deliver in full due to the limited number of
courses available that the College can offer. Any further changes to what courses can be offered
could result in lower adult funding being generated;
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Report of the Governing Body (continued)
PRINCIPAL RISKS AND UNCERTAINTIES: (continued)
3. Maintain adequate funding of pension liabilities
The financial statements report the share of the pension scheme deficit on the College's balance sheet in
line with the requirements of FRS 102 s28.11 which is being repaid through additional contributions each
year.
STAKEHOLDER RELATIONSHIPS
In line with other colleges and with universities, Portsmouth College has many stakeholders. These include:
Students;
Education sector funding bodies;
Staff and their trade unions;
Local employers;
Local Authorities;
Partner secondary schools;
LEP;
The local community;
Other FE institutions and local universities;
Professional bodies.
The College recognises the importance of these relationships and engages in regular communication with
them via personal contact and the building of trust through relationship which enables the College to
maximise opportunities and to make a difference as an educational charity. Communication with
stakeholders is made through the College Internet site, social media and through informal and formal
meetings.
Equal Opportunities and employment of disabled persons
Portsmouth College is committed to ensuring equality of opportunity for all who learn and work here. We
respect and value positively differences in race, gender, sexual orientation, ability, religion or belief and
age. We strive vigorously to remove conditions which place people at a disadvantage and we will actively
combat bigotry. This policy is resourced, implemented and monitored on a planned basis. The College's
Equal Opportunities Policy, including its Race Relations Policy, is published on the College's Intranet site.
The College considers all applications for employment from disabled persons, bearing in mind the aptitudes
of the individuals concerned, 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.
Disability Statement
The College seeks to achieve the objectives set down in the Disability Discrimination Act 201 O:
a)
b)

There is a list of specialist equipment, such as lighting and audio facilities, which the College
can make available for use by students;
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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Governance Statement (continued)
The Corporation (continued)
Status of
Appointment

Date of Current
Appointment

Term of
Office

Ms O Beynon

November 2018

1 year

July 2019

Mr G Pearcey

March 2018

1 year

April 2019

Mrs S Christopher

March 2018

2 years

Parent Governor

80%

Ms J Smith

March 2018

4 years

External Member

40%

Ms R Lowe

December 2018

4 years

External Member

100%

Mr D Lycett

July 2019

4 years

Staff Governor

N/A

MrS Ali

September 2019

4 years

External Member

N/A

Date of
Resignation/
Leaving

Independent
Student Governor
Student Union
Governor

Corporation
Attendance
in 2018/19
50%
40%

Mrs J Clark acted as temporary Clerk to the Corporation from September 2018 to November 2018 and Mrs L
Dine was appointed from November 2018 and has been Clerk to the Corporation since that time.
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 at least four times a year and more as necessary.
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 Finance and Resources,
Remuneration, Curriculum and Student, Search, Audit and Employment Policy. Full minutes of all meetings,
except those deemed to be confidential by the Corporation, are available on the College's website at:
www.portsmouth-college.ac.uk or from the Clerk to the Corporation at:
Clerk to the Corporation
Portsmouth College
Tangier Road
Copnor
Portsmouth
Hampshire
PO36PZ
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 ensuring that
all applicable procedures and regulations are complied with. The appointment, evaluation and removal of
the Clerk are matters for the Corporation as a whole.
Formal agendas, papers and repo1is are supplied to governors in a timely manner, prior to Board meetings.
Briefings are provided on an ad hoc basis made available via the governors' dedicated 'team drive'.
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 Chairman and Accounting Officer are
separate.
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Governance Statement (continued)
Internal control (continued)
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 Funding Agreement between Portsmouth
College and the funding bodies. He is also responsible for reporting to the Corporation any material
weaknesses or breakdowns in internal control.
The purpose of the system of internal control
The system of internal control is designed to manage risk to a reasonable level 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 ongoing 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
Portsmouth College for the year ended 31 July 2019 and up to the date of approval of the annual report
and accounts.
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 ongoing process for identifying, evaluating and managing the College's
significant risks that has been in place for the period ending 31 July 2019 and up to the date of approval of
the annual report and accounts. This process is regularly reviewed by the Corporation.
The Audit Committee responded to changes in audit practice and regulation by requesting that
management provide a risk-based Board Assurance Framework. This reflects and acknowledges an
increased onus on the Corporation for those opinions that inform its financial statements.
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
the adoption of formal project management disciplines, where appropriate.

Portsmouth College had an internal audit service appointed for the year ended 31st July 2019 that
provided evidence to the Corporation that contributed to the Board Assurance Framework. The internal
audit plans were based on a risk analysis recommended by the Audit Committee and endorsed by the
Corporation. The College management and Governors have assessed the internal controls for the year
ended 31st July 2019 and developed a Board Assurance Framework, clearly showing the mapping of
assurance sources against the risks identified.
The College used its Risk Management Register as the basis for identifying the risks that the Corporation
requires assurance of adequate management. The assurance methods that would be employed were
agreed with the Audit Committee. The Committee was provided with regular reports on this assurance
activity in the College which included obtaining assurance from:
•

internal audit providing assurance on areas of risk identified by College management and the
Audit Committee,
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Governance Statement (continued)
Internal control (continued)
•
•
•
•
•
•

external audit work of financial statements auditors and regularity auditors,
any other independent audits/checks including OFSTED, funding audit, Health & Safety reports,
externally produced data / reports,
SAR for College and Governors,
minutes of all Governor committee meetings,
internally produced data / reports.

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

•

comments made by the College's financial statements auditors, the reporiing accountant for
regularity assurance, in their management letters and other reports.

The Accounting Officer has been advised on the implications of the result of his review of the effectiveness
of the system of internal control by the Audit Committee, which oversees the work of the internal auditor,
other sources of assurance and Risk Management Group, and a plan to address weaknesses and ensure
continuous improvement of the system is in place.
The senior leadership 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 leadership team and the Audit
Committee also receive regular reports from internal audit and other sources of assurance, 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 Corporation's agenda includes a regular item for
consideration of risk and control and receives reports thereon from the senior leadership team and the Audit
Committee. The emphasis is on obtaining the relevant degree of assurance and not merely reporting by
exception. At its December 2019 meeting, the Corporation carried out the annual assessment for the year
ended 31 July 2019 by considering documentation from the senior leadership team and internal audit, and
taking account of events since 31 July 2019.
Based on the advice of the Audit Committee and the Accounting Officer, the Corporation 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 institution and the body and the safeguarding of their assets".
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Governance Statement (continued)
Going concern
After making appropriate enquiries, the Corporation considers that the College has adequate resources to
continue in operational existence for the foreseeable future. For this reason, it continues to adopt the going
concern basis in preparing the financial statements.
The College continues to achieve a modest surplus for the year ended 31 July 2019, despite a further 27
un-funded 16-18 students that will generate £124,733 additional funding in the 2019/20 year. The surplus
generated was slightly higher than forecasts for 2018/19 agreed by the Corporation in June 2018. The
2019/20 forecasts indicate a surplus of 1.6% of income with student recruitment at a similar level to the
previous year. Continued growth in student numbers demonstrates the success of the College and will
contribute to the financial viability of the College.
Approved by order of the members of the Corporation on 18111 December 2019 and signed on its
behalf by:

b:�

Simon Barrable
Accounting Officer

Chair of Governors

Statement of Regularity, Propriety and Compliance
The Corporation has considered its responsibility to notify the Education and Skills Funding Agency
(ESFA) of material irregularity, impropriety and non-compliance with terms and conditions of funding,
under the College's grant funding agreement and contracts with the ESFA. As part of our consideration
we have had due regard to the requirements of the grant funding agreements and contracts with the
ESFA.
We confirm, on behalf of the Corporation, 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 terms and conditions of funding under the College's grant funding agreements and contract with
the ESFA.
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 notified to
the ESFA.

�;?,��

���
Nicholas-Wynne �
Chair of Governors
Date

Accounting Officer
Date

181" December 2019
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INDEPENDENT AUDITOR'S REPORT TO THE CORPORATION OF PORTSMOUTH COLLEGE
Opinion
We have audited the financial statements of Portsmouth College (the "College") for the year ended 31
July 2019 which comprise the college statement of comprehensive income, the college balance sheet, the
college statement of changes in reserves, the college statement of cash flows and notes to the financial
statements, including a summary of significant accounting policies. The financial reporting framework
that has been applied in their preparation is United Kingdom Accounting Standards, including FRS 102
"The Financial Reporting Standard applicable in the UK and Republic of Ireland" (United Kingdom
Generally Accepted Accounting Practice).
In our opinion the financial statements:
• give a true and fair view of the state of the College's affairs as at 31 July 2019 and of the College's
surplus of income over expenditure for the year then ended; and
• have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice.
Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor's
responsibilities for the audit of the financial statements section of our report. We are independent of the
college in accordance with the ethical requirements that are relevant to our audit of the financial statements
in the UI<, including the FRC's Ethical Standard and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.
Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the ISAs (UI<) require us
to report to you where:
•
•

the governors' use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or
the governors have not disclosed in the financial statements any identified material uncertainties that
may cast significant doubt about the college's ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financial statements are
authorised for issue.

Other information
The other information comprises the information included in the Report and Financial Statements other
than the financial statements and our auditor's report thereon. The governors are responsible for the
other information. Our opinion on the financial statements does not cover the other information and we
do not express any form of assurance conclusion thereon.
In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If we
identify such material inconsistencies or apparent material misstatements, we are required to determine
whether there is a material misstatement in the financial statements or a material misstatement of the
other information. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact.
We have nothing to report in this regard.
Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Post-16 Audit Code of Practice
2018 to 2019 issued by the Education and Skills Funding Agency requires us to report to you if, in our
opinion:
• adequate accounting records have not been kept;
• the financial statements are not in agreement with the accounting records; or
• we have not received all the information and explanations required for our audit.
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Statement of Changes in Reserves
Income and
Expenditure
account

Revaluation
reserve

Total

£'000

£'000

£'000

Balance at 1st August 2017

516

2,269

2,785

Surplus/(deficit) from the income and expenditure
account

112

112

Other comprehensive income

450

450

Transfers between revaluation and income and
expenditure reserves

Balance at 31st July 2018

Surplus/(deficit) from the income and expenditure
account
Other comprehensive income
Transfers between revaluation and income and
expenditure reserves
Total comprehensive income for the year
Balance at 31st July 2019

25

60

(60)

622

(60)

562

1,138

2,209

3,347

69

69

(630)

(630)

59

(59)

(502)

(59)

(562)

636

2,150

2,786
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Statement of Cash Flows

Notes

Cash inflow from operating activities
Surplus/(deficit) for the year

2019
£'000

2018
£'000

69

112

5 68

597

6

2

(398)

132

300

(145 )

(180)

(177)

390

140

Adjustment for non-cash items
Depreciation
(lncrease}/decrease in stocks
(Increase}/decrease in debtors
lncrease/(decrease) in creditors due within one year
lncrease/(decrease in creditors due after one year
lncrease/(decrease) in provisions
Pensions costs less contributions payable

Adjustment for investing or financing activities
Investment income

(3)

Interest payable

75

Loss on sale of fixed assets

91
(10)

Net cash flow from operating activities

827

743

Cash flows from investing activities
Investment income

3

13

Proceeds from sale of fixed assets
New deposits

(701)

(200)

Payments made to acquire fixed assets

(155)

(248)

(853)

(435)

Interest paid

(25 )

(31)

Repayments of amounts borrowed

(76)

(116)

Cash flows from financing activities

Capital element of finance lease rental payments

(18)

Increase I (decrease) in cash and cash equivalents in the year

(101)

(165)

(127)

143

Cash and cash equivalents at beginning of the year

19

961

818

Cash and cash equivalents at end of the year

19

834

961
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Notes to the Accounts
1. Statement of accounting policies and estimation techniques
The following accounting policies have been applied consistently in dealing with items which are
considered material in relation to the financial statements.

Basis of preparation
These financial statements have been prepared in accordance with the Statement of Recommended
Practice: Accounting for Further and Higher Education 2015 (the 2015 FE HE SORP), the College Accounts
Direction for 2018 to 2019 and in accordance with Financial Reporting Standard 102 - "The Financial
Reporting Standard applicable in the United Kingdom and Republic of Ireland" (FRS 102). The College is
a public benefit entity and has therefore applied the relevant public benefit requirements of FRS 102.
The preparation of financial statements in compliance with FRS 102 requires the use of certain critical
accounting estimates. It also requires management to exercise judgement in applying the College's
accounting policies.

Basis of accounting
The financial statements are prepared under the historical cost convention as modified by the use of
previous valuations as deemed cost at transition to FRS 102 for certain fixed assets.
The financial statements are presented in sterling which is also the functional currency of the College.
Monetary amounts in these financial statements are rounded to the nearest whole £1,000, except where
otherwise indicated.

Basis of consolidation
In accordance with FRS 102, the activities of the student union have not been consolidated because the
College does not control those activities. All financial statements are made up to 31st July 2019.

Going concern
The activities of the College, together with the factors likely to affect its future development and performance
are set out in the Strategic Report of the Governing Body. The financial position of the College, its cashflow,
liquidity and borrowings are presented in the Financial Statements and accompanying Notes.
The College currently has £641,424 of loans outstanding with bankers on terms negotiated in 2008 but
amended to take account of FRS102 accounting practice. The terms of the existing agreement are for up
to another 8.5 years. The College's forecasts and financial projections indicate that it will be able to operate
within this existing facility and covenants for the foreseeable future. Loans that were taken out in the year
to 31st July 2015 from the Education Funding Agency for Condition Improvement Fund projects to improve
the Health and Safety aspects of the estate and efficiency (use of utilities) funded via the SALIX loan
initiative have outstanding balances totalling £186,677. It is anticipated that the College will be able to
make the due payments over the next 3 and 5 1/2 years respectively.
Outstanding loans with bankers are currently being renegotiated to consolidate variable rate loans with the
new loan for the new modular building. Consolidating existing loans will not incur any additional interest to
the previous repayment schedules.
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
Revenue grant funding
Government revenue grants include funding body recurrent grants and other grants are accounted for
under the accrual model as permitted by FRS 102. Funding body recurrent grants are measured in line
with best estimates for the period of what is receivable and depend on the particular income stream
involved. Any under achievement for the Adult Education Budget 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 funding body following the
year end, and the results of any funding audits. 16-18 funding is not normally subject to reconciliation and
is therefore not subject to contract adjustments.
Where part of a government grant is deferred, the deferred element is recognised as deferred income
within creditors and allocated between creditors due within one year and creditors due after more than
one year as appropriate.
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Notes to the Accounts (continued)
The LGPS is a funded defined-benefit plan, with the assets held in separate funds administered by
Hampshire County Council. The total contribution made for the year ended 31 July 2019 was
£381,000, of which employer's contributions totalled £290,000 and employees' contributions totalled
£91,000. The agreed contribution rates for the 2018/19 fiscal year were 15.1% and 2019/20 16.1%
for employers to cover current benefits being accrued plus a fixed contribution to cover past service
deficit (£58,300 in the 2018/19 fiscal year and £60,300 in 2019/20). Contribution bands ranged from
5.5% to 12.5% for employees during the year depending on their level of annual salary.
Principal Actuarial Assumptions
The following information is based upon a full actuarial valuation of the fund at 31 March 2016 updated
to 31 July 2019 by a qualified independent actuary
At 31
At 31
July
July
2019
2018
Rate of increase in salaries
Future pensions increases
Discount rate for scheme liabilities
Inflation assumption (CPI)
Commutation of pensions to lump sums

3.70%
2.20%
2.10%
2.20%
1.90%

3.60%
2.10%
2.80%
2.10%
2.10%

The current mortality assumptions include sufficient allowance for future improvements in mortality
rates. The assumed life expectations on retirement age 65 are:
At 31
At 31
July
July
2019
2018
years

years

Retiring today
Males
Females

23.10
25.80

24.10
27.20

Retiring in 20 years
Males
Females

24.70
27.60

26.20
29.40
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Notes to the Accounts (continued)
The other financial and demographic assumptions adopted to calculate the past service cost are the
same as those used to calculate the overall scheme liability. Adopting different assumptions, or making
other adjustments to reflect behavioural changes stemming from the judgment, would be expected to
change the disclosed past service cost. Similarly, allowing for variations in individual members' future
service or salary progression is expected to produce higher costs. The past service cost is particularly
sensitive to the difference between assumed long term general pay growth and the CPI. If the long term
salary growth assumptions were 0.5% pa lower, then the past service cost disclosed here would be
expected to reduce by 50% and conversely a 0.5% pa increase would increase the estimated cost by
65%.
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Related party transactions

Due to the nature of the College's operations and the composition of the board of governors being drawn
from local public and private sector 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 organisations in which a member of the board of governors may have an interest are conducted
at arm's length and in accordance with the College's financial regulations and normal procurement
procedures.
The total expenses paid to or on behalf of the Governors during the year was £Nil (2017/18 £Nil).
Unloc Learning Limited, a company limited by guarantee over which Mr H. Taylor, a member of the board
of governors since June 2016, has significant influence or control, provided student educational services
to the College. Transactions took place totalling £28,513 (2018 - £26,588). There were no amounts
outstanding.
Soccer Scholar Academy Limited, a company limited by guarantee over which Mr T. Lloyd, a senior
officer promoted to Vice Principal in September 2019, has significant influence or control. Transactions
took place totalling £80,586.
Key management personnel compensation disclosure is detailed in note 7.
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Amounts disbursed as agent
Learner support funds

Funding body grants -16-18 bursary support and free college meals
Funding body grants - Advanced learner loans bursary
Funding body grants -bursary funds brought forward

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

2019
£'000

2018
£'000

255
16
103

243
13
93

374

349

(245)
(16)

(231)
(8)

113

110

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 Statement of Comprehensive Income.
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