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Strategic Report

MNature, Objectives and Strategies

The members present their report and the audited financial statements for the year ended 31 July
2016.

Legal Status

The Corporation was established under the Further and Higher Education Act 1992 for the
purpose of conducting Bedford College. The College is an exempt charity for the purposes of
Part 3 of the Charities Act 2011. The Corporation was incarporated as Bedford College.

The College has two wholly owned subsidiaries, Bedford College Services Ltd and Bedford
College Professicnal Services Ltd (incorporated November 2015), the accounts of which are
consolidated into this report.

Public Benefit

Bedford College is an exempt charity under the Part 3 of the Charities Act 2011 and from 1
September 2013, is regulated by the Secretary of State for Business, Innovation and Skills as
Principal Regulatar for all FE Corporations in England. The members of the Governing Body, who
are trustees of the charity, are disclosed on page 15 -17.

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

In delivering its aim, the College provides the following identifiable public benefits through the
advancement of education:

® High-guality teaching

. Widening participation and tackling social exclusion
= Excellent employment record for students

. Strong student support systems

. Links with employers, industry and commerce.

Aim

The College's aim, as contained in its strategic plan, is to support the local and national economy,
by promoting social inclusion and personal advancement, through the delivery of world class skills
and education to the communities we serve.
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Strategic Report (Continued)

Progress against Strategic Plan

2015-18 sees the delivery of the final year of the current & year Strategic Plan, the core theme of
which is embedding excellence as standard, in leadership, curriculum, services and
management.

Underpinning the Strategic Plan are the following eight strategic aima:

the leading advocate for learning with strong and productive links with our partners

a nationally recognised centre of excellence in Arts and Technology

the leading provider of Business, Care, Land-based, Language, Leisure and Professional
training in the county

the best local sixth form measured by results and value added

a leading and innovative provider of work-based and community-based learning

a provider of expert and individual guidance, advice and other student support services
including first class learning environments

a first choice employer, offering exceptional development opportunities to all staff

well managed, well governed and financially robust

The Final year of the current Strategic Plan has generated a steady improvement in success
rates alongside a strong financial position. In July 2016 the College adopted a new strategic plan
for the period 1 August 2016 ta 31 July 2021.

Financial Objectives

The College has two key financial abjectives, which are to:

be well managed financially, monitored by the strategic baseline indicators below
remain financially robust

The monitoring of these objectives are demonstrated through six baseline indicators against
which the College regularly measures and reports to the Corporation, which are.

Income £k

Surplus £k

Reserves £k

Cash days

Current ratio

Skills Funding Agency Financial Health Score of Outstanding

The Skills Funding Agency has given the College a financial health rating of "Outstanding”.
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Strategic Report (Continued)
Performance Indicators

FE Choices (formerly the “Framework for Excellence™) has five key performance indicators,
which are:

. Success rates

* Learner destinations

" Attendance

. Satisfaction survey (formerly “Learner views")

. Satisfaction survey (formerly "Employer views")

Members of the Corpaoration receive progress reports against these aims at each meeting.
Reports demonstrate an improvement in student success.

FINANCIAL PCEITION
Financial resulis

The Group generated a surplus in the year of £1,032,000 (2014415 - £401.000), with total income
of £35,637.000, (2014/15 - £35,818,000).

The Group has accumulated reserves of £32 178,000 (2014/15 - £26,505,000) and cash and
shart term investment balances of £7,895000 (2014/15 - £5,339,000) . The Group wishes to
continue to gocumulate reserves and cash balances in support of planned capital investment and
to suppaort financial resilience for the organisation.

There is significant reliance on the Skills Funding Agency (SFA) and the Education Funding
Agency (EFA) and the Higher Education Funding Council for England and Wales (HEFCE)
recurrent grants; in 2015-16 these agencies provided 58% of the College’s total income (in
2014-15 56%).

The financial outcome for the College bucks the national trend as the Skills Funding Agency
reports a second year with a net operating deficit for the FE Sector, with the majority (60%) of
colleges reporting deficits with approximately 15 colleges reporting deficits above £5 million.

This success demonstrates the effectiveness of the College Management Team supported by the
Corporation, maintaining focus on managing its affairs in an increasingly difficult and uncertain
environment, whilst considering opportunities that may arise to further develop its presence in the
interests of the communities it serves.
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Strategic Report (Continued)

This can be demonstrated by the work undertaken to manage the financial impacts of the pension
valuation. Following the EU Referendum the value of pension deficits increased. the College took
action to mitigate the increase in balance sheet liabilities by challenging the actuary assumptions.
As a result, the College's pension liability was maintained at the 2014-15 level,

The Callege has two subsidiary companies, Bedford College Services Ltd (BCS Ltd) whose
principal activity is hospitality and leisure services. In delivering these services it offers valuable
work experience to the College’s learners, In the year under review a surplus of £125,000 was
recorded. BCS is a wholly owned subsidiary and all profits generated are transferred to the
College under deed of covenant.

The second subsidiary, Bedford College Professional Services was incorporated in November
2015 whaose principal activity is to employ professional support staff for deployment into the
Bedford College Group.

Treasury policies and objectives

The College has a treasury management policy covering the management of the College's cash
flows, its banking, money market transactions, the effective control of the risks associated with
those activities; and the pursuit of optimum performance consistent with those risks.

The College continues to repay a 5 year loan for £3m secured in 2012-14 in connection to the
purchase of the freehold of Bedford Sixth Form. The borrowing was authorised by the
Corporation and complies with the requirements of the financial memorandum and funding
ggreemeant,

Cash flows and liquidity
Overall cash levels demonstrated a net inflow of £0.5m (2014-15 inflow of £0.3m).

During 2015-16 the College repaid £590k of capital towards the overall £3m loan, with the
College continuing to benefit from the low interest rates, It also secured a new 4 year £43k Salix
loan of which it repaid £5k in 2015-18.

Reserves Policy

The College’s Strategic Plan focuses on the continued development of quality for the organisation
whilst maintaining outstanding financial health. Strong levels of financial reserves provides
stability to support the College mission, programs, employment, and ongoing operations of the
organisation, providing a source of internal funds for organisational priorities such as building
repair and improvement, program opportunity, capacity building and respanding to unforeseen
difficulties. Our management of Reserves is guided by the preparation of a rolling 5 year financial
plan to aid prediction of market and funding movements.

Our Strategic Plan sees the College returning to annual surpluses in excess of £1m, providing
continued financial resilience for the organisation.
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Strategic Report (Continued)

CURRENT AND FUTURE DEVELOPMENT AND PERFORMANCE
Student numbers

In 2015-16 the College has delivered activity that has produced £19.9m in EFA and SFA
recurrent funding (2014-15 — £19.4m). The College has approximately 8460 (2014-15 9,250)
funded and 2,538 non-funded students (2014-15 4,100).

Student achievements

Students continue to prosper at the College. Overall success rates this vear are expected to rise
slightly and the College continues to work hard to ensure that student achievement is kept at the
top of the College agenda and is confident in its abilities to maintain these high standards.
Students' progression continues to increase with more students achieving level 3 qualifications
and 46% of leavers accessing higher education and 42% accessing some form of paid
employment,

Curriculum developments

The number of commercial courses on offer has risen as a result of funding changes from the
SFA and the continued strengthening of commercial courses offered to local businesses. The
College has developed a wide range of apprenticeships; strong growth in apprenticeships has
placed the College as the largest provider of apprenticeships in the area.

As a large provider of general further education the college has been successful in delivering a
range of alternatively branded educational offers which meet the needs of the community. A key
focus of the College is preparing students for the next stage of their lives, whether this be higher
education or being work ready, with the raising of aspirations and student achievement being an
important part of this activity. The College recognises that students have better opportunities
when they achieve higher levels of study and progression routes are built in to ease students
through to achieving higher level qualifications.

Good progress can be seen in teaching and learning with steady improvement in observations
made during the year, with 90% of staff recorded as good or outstanding (2014-15 88%).
Teaching, leaming and assessment continues to be a key focus, with increased opportunities to
share good practice and resources between teaching staff and approprigte CPL in place.

The Stansfeld building was opened for the academic year 2015-16, supporting learners with
learning disabilities. This new facility has provided a safe and welcoming environment for
some of the College's most vulnerable students bringing specialist support under one roof.
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Strategic Report (Continued)

Payment performance

The Late Payment of Gommercial Debts (Interest) Act 1998, which came into force on 1
Movember 1998, requires Colleges, in the absence of agreement to the contrary, to make
payments to suppliers within 30 days of either the provision of goods or services or the date on
which the invoice was received. The target set by the Treasury for payment to suppliers within 30
days is 95 per cent. During the accounting period 1 August 2015 to 31 July 20186, the College paid
78.4 per cent of its invoices within 30 days. The College incurred no interest charges in respect of
late payment for this period.

Future developments

In August 2016 the Corporation agreed a new Strategic plan covering the period 2016-2021. The
strategy focuses on quality over growth. As a result the College will prioritise the improvement of
student outcomes including success, value added, point scores, progression and destinations.
These priority areas will be routinely monitored by Executive and the Board.

The planned extension of the Shuttleworth leases sees a ESm capital investment into the
educational facilities over the next three years. During autumn 2018 the first part of the investment
will be delivered with the installation of a new livestock shelter. Following that the students will
benefit from a state of the art Animal Sciences Building hosting the College's extensive range of
domestic and exotic animal species. The students will benefit from immersive leaming due to the
creation of a South American biome, the first of its kind in an education establishment alongside
science labs and classrooms.

The Cauldwell campus has planning permission to build an Advanced Electrical Engineering and
Design Gentre. The South East Midlands Local Enterprise Partnership (SEMLEP) are cofounding
the praject, recognising the demand for higher level skills in engineering within the community, It is
intended that the high level courses hosted within this building will further extend the College's
expertise in this area. The College is expecting the number of higher level students in both Animal
Sciences and Engineering fo increase over the next three to four years.

RESQURCES

The college has a five year financial plan that demonstrates it can operate as a ‘going concern’
during the life of this plan. Furthermaore the plan is intended to build further financial resilience into
the organization enabling the College to maintain the status of Financially ‘Outstanding’ as
confirmed by the Skills Funding Agency.

The College has various resources that it can deploy in pursuit of its strategic
objectives including:

* E32m of net assets (including £6m pension liability)

. Employs 596 people (expressed as full time equivalents) of whom 414 are within
teaching areas

s 3 freehold campuses and a number of leasehold sites that enable students to train in an
industry specific environment

= A good reputation locally and nationally, Maintaining a quality brand is essential for the
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Strategic Report (Continued)

= College’s success at attracting students and external relationships.
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 learners, staff, assets and reputation.

Based on the strategic plan, the Executive operating as 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 ara 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.

Risks are considered as parl of the Service Area Review process undertaken by each
Department in the College. Key risks are maintained at the College level within the Risk
Register which is reviewed termly 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.

The Internal Audit Programme reflects key risks drawn from the risk register and the furtherance
of strategic aims identified in the new Strategic Plan.

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 The maintained risk register Risk of withdrawal of Collaborative Provision
Withdrawal of Collaborative Provision could be brought about by changes to apprenticeship
funding from April 2017, possibly reducing the level of subcontracting arrangements.

With local universities choosing to reduce joint delivery on higher level courses following the
introduction of apprenticeship degrees and the removal of the recruitment cap for full time
students in universities.

2 Risk of not maintaining market leadership

Could bring about a risk of not achieving the 2016-2021 Strategic Plan and the indicative
growth plan set out as part of this.

10
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Strategic Report (Continued)

3 Risk of loss or lack of funding body income

The College has considerable reliance on continued government funding through the further
aducation sector funding bodies and through HEFCE. In 2015/18, 72% of the Group’s
revenue was ultimately publicly funded and this level of requirement is expected to continue.
There are 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,

4 Risk of losing staff and ability to recruit

Changes in government policy require resource planning to ensure the staff have the right
skills to take forward local and national objectives.

Bedford College is located within the South East Midlands Lecal Enterprise Partnership
(SEMLEP) region and it is anticipated that the College will take part in wave 5 Area Reviews
currently planned to start from November 2016,

STAKEHOLDER RELATIONSHIPS

In line with other colleges and with universities, Bedford College has many stakeholders, it
recognises the importance of these relationships and engages in regular communication.
Stakeholders include:

] Students

v Education sector funding bodies

- Staif

“ Local employers (with specific links)

® Local Authorities

. Government Offices { Local Enterprise Partnerships (LEPs)
a The local community

= Other FE institutions

* Trade unions

s Professional bodies

11
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Strategic Report (Continued)

Equal opportunities

Bedford College is committed to the promotion and advancement of equality and diversity for its
staff and students. We aim to provide a learning and working environment which values
individuals egually and does not disadvantage anyone by discriminating on any grounds
including age, disability, gender, gender reassignment, marriage and civil partnership, pregnancy
and maternity, race, religion and belief, and sexual orientation,

The College's Equality and Diversity Policy is monitored and implemented on a planned basis,
and is published on the College’s intranet and website.

The College’s Single Equality Scheme outlines the key priorities in terms of equality and diversity
which are underpinned by the Single Equality Scheme Action Plan. The College Equality and
Diversity Group, which is chaired by the Principal and has cross-college representation, is
involved in the implementation and monitoring of the impact of the Single Equality Scheme Action
Flan. The College publishes an Annual Equality and Diversity Report to ensure compliance with
all relevant aquality legislation. The College undertakes equality impact assessments on its
college-wide policies.

The College has implemented an Equality and Diversity programme which is mandatory for all
staff. Refresher training and updates are carried out on an ongeing basis and during the annual
staff conference.

Bedford College is a 'Positive about Disabled' employer and has committed to the principles and
objectives of this standard. The College considers all emplayment applications from disabled
peraans, bearing in mind the aptitudes of the individuals concernad, 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.

Disahility statement

The College seeks to achieve the objectives set down in the Equalities Act 2010. As parl of its
accommodation strategy the College has acquired planning approval for a new building
specifically designed for Leamners with Learning Difficulties (LLDD) provision. The College
employs specialists to support students with leaming difficulties andfor disabilities, such as
Autism  Co-ordinator, Deaf and Hard of Hearing Co-ordinator, British Sign Language
Communicators, and Student Support Assistants, Specialist equipment including assistive
technology is available for use by students and staff.

Personal Tutors in each curriculum area deliver individual and group tutorials aimed to develop
students’ personal, social and employability skills, and provide suppart with a range of issues, for
instance, when a student is transitioning. In-house counselling support is available to all students
and staffl. The enhancement programme supports students’ personal development via health and
wellbeing, staying safe and equality and diversity information and awareness.

12
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Strategic Report {Continued)
Disclosure of information to auditors

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

Approved by order of the members of the Corporation on 7 December 2016 and signed on
its behalf by:

{:w\‘;{;}\ Ll "‘:‘—{Lwr
Chair =

13



BEDFORD COLLEGE CONSOLIDATED ACCOUNTS

{INCORPORATING BEDFORD COLLEGE SERVICES LTD AND BEDFORD COLLEGE PROFESSIONAL SERVICES LTD)

Statement of Corporate Governance and Internal Control

The following statement is provided to enable readers of the annual report and accounts of the
College to obtain a better understanding of its governance and legal structure, This statement
covers the period from 1% August 2015 to 31% July 2016 and up to the date of approval of the
annual report and financial statements.

The College endeavours to conduct its business:

in accordance with the seven principles identified by the Committee on Standards in
Public Life {selflessness, integrity, objectivity, accountability, openness, honesty and
leadership},

i, in full accordance with the guidance to colleges from the Association of Colleges in The
Code of Good Governance for English Colleges (“the Code™); and

li. having due regard to the UK Corporate Governance Code 2014 insofar as it is applicable
to the further education sector,

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

In the opinion of the Governors, the College complies with all the provisions of the Code, and it
has complied throughout the year ended 31 July 2016. The Governing Body recognises that, as
a body entrusted with both public and private funds, it has a particular duty to observe the highest
standards of corporate governance at all times. In carrying out its responsibilities, it took full
account of The Code of Good Governance for English Colleges issued by the Association of
Colleges in March 2015, which it formally adopted in December 2015,

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

14
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(INCORFORATING BEDFORD COLLEGE SERVICES LTD AND BEDFORD COLLEGE PROFESSIONAL SERVICES LTD)

Statement of Corporate Governance and Internal Control (continued}

It is the Corporation members' 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 ather infoermation such as performance against funding
targets, proposed capital expenditure, guality matters and personnel-related matters such as
health and safety and environmental issues, The Corporation meets at least once a term.

The Corporation conducts its business through a number of committees. Each committee has
terms of reference, which have been approved by the Corporation. These committess are;

Audit

Finance and Estates

Human Resources

Quality, Standards and Achievement
Femuneration

Search and Governance

Full minutes of all meetings, except those deemed to be confidential by the Corporation, are
available on the College's website at www. bedford. ac.uk or from the Clerk to the Corporation at:

Bedford College
Cauldwell Street
Bedfaord

MKA42 9HA

The Clerk to the Corporation maintains a register of financial and personal interasts 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 reporis are supplied to governors in a timely manner, prior to Board
meetings. Briefings are provided on an ad hoc basis.

The Corporation has a strong and independent non-executive element and no individual or group
dominates itz 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 role of the Chair and Accounting Officer is
sgparate.

Appointments to the Corporaticn

Any new appointments ta the Corporation are a matter for the consideration of the Corporation as
a whole. The Corporation has a search and governance committee, consisting of between six and
seven members of the Corporation, which is respensible for the selection and nomination of any
new member for the Corpaoration's consideration, The Corporation is responsible for ensuring that
appropriate training is provided as required.
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{INCORPORATING BEDFORD COLLEGE SERVICES LTD AND BEDFORD COLLEGE PROFESSBIONAL SERVICES LTR)
Statement of Corporate Governance and Internal Control {continued)
Corporation Performance

The performance of the Corporation and its committees is considered annually to ensure
continued improvement of the value added by this strategic support. As part of the Boards
assessment of their performance the Beoard have been consulting on a revised mechanism for
assessment going forward which takes the form of numerical and narrative feedback.

Appointments by the Corporation

The terms of reference of Bedford College Services (BCS) and Bedford College Professional
Services (BCPS) provide for appointments to the relevant Boards as nominated by the
Corporation.

Bedford College Academies Trusts is a Trust arrangement for schools of which Bedford College is
a Member The terms of reference of Bedford College Academies Trust Limited (BCAT Ltd)
provide for appointments to the Board of BCAT Ltd as nominated by the Bedford College
Corporation.

Members of the Corporation are appointed for a term of office not exceeding four years.
Re-appointment is managed in accordance with the Instrument and Articles, Standing Orders and
with regards to the Code.

Remuneration Committee

Throughout the year ending 31 July 2016 the College's Remuneration Committee comprised five
members of the Corporation. The Committee has delegated autharity from the Corporation to
determine the remuneration and terms and conditions of employment of the Accounting Officer
and other senior post-holders and met twice during the year,

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

Audit Commities

The Audit Commitiee comprised five members of the Corporation (excluding the Accounting
Officer and Chair). The Committee operates in accordance with written terms of reference
approved by the Corporation.

The Audit Committee meets on a termly basis and provides a forum for reporting by the College’s
internal, reporting accountants and financial statements auditors, who have access to the
Committee for independent discussion, without the presence of College management. The
Committee also receives and considers reports from the main FE funding bodies as they affect
the College’s busingss.

The College's internal auditors review the systems of internal control, risk management controls
and governance processes in accordance with an agreed plan of input and repart their findings to
management and the Audit Committee.

Management is respansible for the implementation of agreed audit recommendations and internal

audit undertakes periodic follow-up reviews to ensure such recommendations have been
implemented.
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BEDFORD COLLEGE CONSOLIDATED ACCOUNTS

{INCORPORATING BEDFORD GOLLEGE SERYICES LTD AND BEDFORD COLLEGE PROFESSBIONAL SERVICES LTDY
Statement of Corporate Governance and Internal Contrel (continued)

The Audit Committee also advises the Corporation on the appointment of internal, regularity and
financial statements auditors and their remuneration for both audit and non-audit work as well as
reporting annually to the Corporation.

Search and Governance Committes

The Search and Governance Committee consisted of between six and seven members
throughout the year (excluding the Accounting Officer) and operates in accordance with the
written terms of reference appraved by the Corporation.

The Committee meets at least twice annually and is responsible for advising the Corporation on
the appointment of external governors and on matters conceming the smooth running and best
corporate governance of the Corporation such as the size of the Board, the Board’s own rules
and procedures, training for governors, evaluation of the Corporation and the appointment of
office bearers.

Finance and Estates Commitiee

The Finance and Estates Committee consisted of five members throughout the year (including
the Accounting Officer) and operates in accordance with the written terms of reference approved
by the Corporation.

The Committee meets at least termly and is responsible for monitoring the College’s finance,
accommodation and capital expenditure, advising the Board on solvency and the safeguarding of
assets, approving capital expenditure and debt write offs (under delegated authority).

Human Resources Committee

The Human Resources Committee consisted of five members throughout the year (not including
the Accounting Officer) and operates in accordance with the written terms of reference approved
by the Corporation.

The Committee met three times in the year and is responsible for the approval and review of
people management and development policies and procedures; ensuring compliance with
employment legislation and good practice and overseeing policies and work promoting the safely
and well-being of staff.

Quality, Standards and Achievement Committee

The Quality, Standards and Achievement Committee consisted of between seven and to eight
members during the year (including the Accounting Officer) and operates in accordance with the
terms of reference approved by the Corporation.

The Committee meets at least once a term and is responsible for brigfing the Board on the quality

of education provision at the College, the student experience (including safeguarding and equality
and diversity), and to have oversight of quality processes.

20



BEDFORD COLLEGE CONSOLIDATED ACCOUNTS

{INCORFORATING BEDFORD COLLEGE SERVICES LTD AND BEDFORD COLLEGE PROFESSIONAL SERVICES LTD)

Statement of Corporate Governance and Internal Control {(continued)
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
agains! material misstatement or loss.

The Corporation has delegalaed the day-to-day responsibility to the Principal and Chief Executive, as
Acecounting Officer, for maintaining & sound system of internal control that supparts 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/Financial Agreement between Bedford College and the funding bodies. He is also
respansible for reporting to the Caorporation any material weaknesses or breakdowns in internal
cantrol.

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 Bedford College for the year ended 31 July 2016 and up ta 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 ongeoing process for identifying, evaluating and
managing the Callege's significant risks that has been in place for the year ending 31 July 2016 and
up to the date of approval of the annual report and accounts. This process is regularly reviewed by the
Corporation.
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(INCORPORATING BEDFORD COLLEGE SERVIGES LTD AND BEDFORD COLLEGE PROFESSIONAL SERVICES LTO)
Statement of Corporate Governance and Internal Control {continued)
The risk and contrel 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

U 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
B clearly defined capital investment control guidelines
@ the adaption of formal project management disciplines, where appropriate.

Bedford College has an internal audit service, which operates in accordance with the requirements of
the EFA and SFA’s Joinf Audit Code of Practice. The work of the internal audit service is informed by
an analysis of the rigks 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 Callege. 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

= comments made by the College's financial statements and regularity auditors, 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 and other sources of assurance, and a plan to address weaknesses and ensure
continuous improvement of the system is in place.
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(INCORPORATING BEDFORD COLLEGE SERVICES LTD AND BEDFORD COLLEGE PROFESSICNAL SERVICES LTD)
Statement of Corporate Governance and Internal Control {continued)

The senior management team receives reports setting out key performance and risk indicators and
considers possible cantrol issues brought to their attention by early warning mechanisms.

The senior management 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 contral and receives
reports thereon from the senior management team and the Audit Committee. The emphasis is on
obtaining the relevant degree of assurance and nat merely reporting by exception. At its November
2016 meeting. the Corporation camied out the annual assessment for the year ended 31 July 2016 by
considering documentation from the senior management team and internal audit, and taking account
of events since 31 July 2016,

Based on the advice of the Audit Committee and the Accounting Officer, the Corporation is of the
opinion that the College has an adequate and effective framework for governance, risk management
and control. and has fulfiled its statutory responsibility for “the effective and efficfent use of resources,
the sofvency of the institution and the body and the safeguarding of their assefs™.

Going cancern

After making appropriate enguiries, the Corporation considers that the College has adequate
resources to continue in operational existence for the foreseeahle future, For this reason, it continues
to adopt the going concern basis in preparing the financial statements.

Approved by order of the members of the Corporation on 7 December 2016 and signed on its behalf
by:

Signed Signed
i
hotnsta € HLUJLL{ __/é }
Linda Hockey lan Pryce
Chair Accounting Officer
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(INCORPORATING BEEDFORD COLLEGE SERVICES LTD AND BEDFORD COLLEGE PROFESSIONAL SERVICES LTD)

e

Governing Body's statement on the College’s regularity, prup;iety and
compliance with Funding body terms and conditions of funding.

The Corporation has considered its responsibility to notify the SFA and the EFA of material irregularity,
impropriety and non-compliance with SFA and EFA terms and conditions of funding, under the
financial memorandum in place between the College and the SFA and the EFA. As part of our
gonsideration we have had due regard to the requirements of the financial memorandum.

YWe confirm, on behalf of the Corporation, that after due enquiry, and to the best of our knowledge, we
confirm that no instances of materal 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 SFA and the EFA.

We confirm that no instances of material imregularity, 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
ta the SFA or EFA.

Signed Signed

fange.C %LMLJ 74 }
Linda Hockey lan Pryce

Chair Accounting Officer
07 December 2016 07 December 2016

24



BEDFORD COLLEGE CONSOLIDATED ACCOUNTS

{INCORPORATING BEDFORD COLLEGE SERVICES LTD AND BEDFORD COLLEGE PROFESSIONAL SERVICES LTD)

Statement of Responsibilities of the Members of the Corporation

The members of the Corporation are required to present audited financial statements for each financial year,
Within the terms and conditions of the Financial Memorandum between the SFA and the Funding Agresment
agreed between the EFA and the Corporation of the College, the Corporation, through its Accounting Officer, is
required to prepare financial statements for each financial year in accordance with the 2015 Statement of
Recommended Practice - Accounting for Further and Higher Education and with the Accounts Direction for 2015
to 2016 financial statements issued jointly by the SFA and the EFA, and which give a true and fair view of the
state of affairs of the College and the result for that year.

In preparing the financial statements, the Corporation is required to)

- select suitable accounting policies and apply them consistently

" make judgemeants and estimates that are reascnable and prudent

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

" prepare financial statements on the going concern basis, unless it is inappropriate to assume that the

College will continue in operation.

The Caorperation is also required to prepare a Strategic Report which describes what it is trying to do and how it is
going about it, including the legal and administrative status of the College.

The Corporation is responsible for keeping proper accounting records which disclose with reasonable accuracy, at
any time, the financial position of the College, and which enable it to ensure that the financial statements are
prepared in accordance with the relevant legislation of incorporation and other relevant accounting standards. Itis
responsible for taking steps that are reasonably open to it in order to safequard the assets of the College and to
prevent and detect fraud and other iregularities.

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

Members of the Corporation are respansible for ensuring that expenditure and income are applied for the
purposes intended by Parlisment and that the financial transactions conform to the authorities that govern them. In
addition they are responsible for ensuring that funds from the SFA and EFA are used only in accordance with the
Financial Memaorandum and Financial Agreement with the 3FA and EFA and any other conditions that may be
prescribed from time to time. Members of the Corparation must ensure that there are appropriate financial and
management centrols in place in order to safeguard public and other funds and to ensure they are used properly.
In addition, members of the Corporation are responsible for securing economical, efficient and effective
management of the College's resources and expenditure, so that the benefits that should be derived from the
application of public funds from the SFA and EFA are not put at risk.

Approved by order of the members of the Corperation on 7 December 2016 and signed on its behalf by,

xI’\.Ll’x.d‘.J?f.. C '%M{

Linda Hockey
Chair
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(INCORPORATING BEDFORD COLLEGE SERVICES LTD AND BEDFORD COLLEGE PROFESSIONAL SERVICES LTD)

Independent Auditor's Report to the Corporation of Bedford College
Year ended 31 July 2016

We have audited the financial statements of Bedford College which comprise the Income and
Expenditure Account, the Statement of Historical Cost Surpluses and Deficits, the Statement of Total
Recognised Gains and Losses, the Balance Sheet, the Cash Flow Statement and the related notes. The
financial reporting framework that has been applied in their preparation is applicable law and UK
accounting standards (UK Generally Accepted Accounting Practice).

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

Respective Responsibilities of the Members of the Corporation of Bedford College and Auditor

As explained maore fully in the Statement of the Caorporation’s responsibilities set oul on pages 25 the
Carporation is responsible for the preparation of financial statements which give a true and fair view.

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

Scope of the audit of the financial statements

An audit invalves oblaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material misstatement,
whether caused by fraud or error. This includes an assessment of: whether the accounting policies are
appropriate to the College’s circumstances and have been consistently applied and adequately
disclosed, the reasonableness of significant accounting estimates made by the Corporation; and the
overall presentation of the financial statements.  In addition we read all the financial and non-financial
information in the Operating and Financial Review to identify material inconsistencies with the audited
financial statements, If we become aware of any apparent material misstatements or inconsistencies,
we consider the implications for our report.

Opinion on financial statements
In our opinion the financial statements:
« give a true and fair view, in accordance with United Kingdom Generally Accepted Accounting
Practice, of the state of the Group's and companies affairs as at 31 July 2016 and of the Group's
surplus of income over expenditure for the year then ended;

= have been properly prepared in accordance with the 2015 Statement of Recommended Practice
— Accounting for Further and Higher Education,
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Independent Auditor's Repaort to the Corporation of Bedford College
Year ended 31 July 2016

QOpinion an other matters prescribed by the revised Joint Audit Code of Practice issued jointly by the
Skills Funding Agency and the Education Funding Agency (August 2016}

In our opinion:

» proper accounting records have been kept; and
« the financial statements are in agreement with the accounting records.

M e v W Mm
MHA MACINTYRE HUDSON
Chartered Accountants & Statutory Auditor
New Bridge Street House
30-34 New Bridge Street

Lendaon
EC4V 6B.

— .
Date......... d = L
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(INCORFPORATING BEDFORD COLLEGE SERVICES LTD AND BEDFORD COLLEGE PROFESSIONAL SERVICES LTD)

Reporting Accountant’s Assurance Report on Regularity to the
Corporation of Bedford College and the Secretary of State for Education
acting through the Education Funding Agency and Skills Funding Agency

This report is produced in accordance with the terms of our engagement letter for the purpose of reporting on the
College's Statement of Regularity, Propriety and Compliance in respect of whether the transactions underlying
the College’s financial statements for the year ended 31 July 2016 are regular as defined by and in accordance
with the Funding Agreement with Secretary of State for Education acting through the Skills Funding Agency, in
accordance with the authorities that govern them.

The reqularity assurance framewark that has been applied is set cutin the Joint Audit Code of Practice and the
Regularty Audit Framewerk published by the Skills Funding Agency and the Education Funding Agency, In line
with this framework, our work has specifically not considered income received from the main funding body grants
generated through the Individualised Learner Record {ILR) returns, for which the funding bodies hawve cther
assurance arrangements in place.

Our review has been undertaken so that we might state to the Corporation of Bedford College and the Secretary
of State for Education acting through the Education Funding Agency those matters we are required to state to
them in a report and for no other purpese. This repeort is made sclely to the Corporation of Bedford College and
the Secretary of State for Education acting through the Skills Funding Agency in accordance with the terms of
our engagement letter. To the fullest extent permitted by law, we do not accept or assume responsibility to
ahyene other than the Corporation of Bedford College and the Secretary of State for Education acting through
the Skills Funding Agency, for our review work, for this report, or for the opinion we have formed.

Responsibilities of the Corporation of Bedford College

The Corporaticn of Bedford College is responsible under the requirements of the Further & Higher Education Act
1992, subsequent legislation and related regulations and guidance, for ensuring that financial transactions are in
accordance with the framework of authorities which govern them and that transactions underlying the financial
statements for the year ended 31 July 2016 are regular,

The Corporation of Bedford College is also responsible, under the requirements of the Accounts Direction for
2015 to 2016 financial statements published by the Skills Funding Agency and the Education Funding Agency for
the preparation of the Statement on Regularity, Propriety and Compliance. The Statement confirms that, to the
best of its knowledge, the Corporation believes it is able to identify any material, irregular or improper use of
funds by the College, or material non-compliance with the Skills Funding Agency's terms and conditions of
funding under the College’s funding agreement. It further confirms that any instances of material iregularity,
impropriety or funding non-campliance discoverad in the year to 31 July 2016 have been notified to the Skills
Funding Agency.

Reporting accountant’s responsibilities

Our responsibilities for this engagement are to obtain limited assurance and report in accordance with aur
engagement |etter and the requirements of the Joint Audit Code of Practice. We report to you whether anything
has come to our attention in carrying out our worke which suggests that, in all material respects, expenditure
dishursed and income received during the year ended 31 July 2018 have not been applied for the purposes
intended by Parliament or that the financial transactions do not conform to the authorities that govern them.
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Reporting Accountant’'s Assurance Report on Regularity to the
Corporation of Bedford College and the Secretary of State for Education
acting through the Skills Funding Agency (continued)

Basis of opinion

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

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

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

Our engagement includes examination, on a test basis, of evidence relevant to the regularity of the College's
income and expenditure. The work undertaken ta draw our conclusion included,

«  Reviewing the self-assessment questionnaire which supparts the representations included in the Chair of
Governors and Accounting Officer's statement on regularity, propriety and compliance with the relevant
framework;

Reviewing the Corporation minutes relevant to our consideration of regularity;

Testing transactions with related parties;
= Tesfing a sample of payments to suppliers and a sample of payroll payments to staff.

Opinion

In the course of our work, nothing has come to our attention which suggests that in all material respects the
expenditure dishursed and income received during the year 1 August 2015 to 31 July 2016 have not been
applied to purposes intended by Parliament and the financial transactions do not conform to the authorities which
govern them.

Chartered Accountants & Statutory Auditor
Mew Bridge Street House

30-34 New Bridge Street

Landon

EC4Y 68J
pn=th= b
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Consolidated Statements of Comprehensive Income

INCOME

Funding body grants

Tuition fees and education contracts
Other income

Investment income

Total income

EXPEMNDITURE

Staff costs

Fundamental restructuring costs
Other operating expenses
Depreciation

Interast and other finance costs

Total expenditure

Surplus before other gains and losses
exceptional items

Loss on disposal of fixed assels

Surplus on continuing operations after
depreciation of tangible fixed assets at
valuation and before exceptional items and tax

Taxation

Surplus for the year

Unrealised surplus on revaluation of assets
Actuarial Gain/{loss) in respect of pensions
schemes

Total Comprehensive Income for the year

Year ended 31

Year ended 31

July 2016 July 2015
Group  College Group College
MNote 2016 2016 2018 2015
£'000 £ 000 £'000 £'000
2 257681 28781 25813 25813
3 7245 7,245 7,143 7,143
4 2,595 1,945 2,850 2128
5 35 35 12 12
35,837 34987 35018 35,096
(] 21,288 20684 21106 20,231
¥ 10670 10,738 11,668 11,825
10 & 11 2128 2114 2,208 2186
g 415 415 388 399
34501 33979 35378 34,741
1,136 1,008 442 355
11 {104) {101} 1) {41)
1,032 907 401 314
g . . - 2
1,032 a07 401 514
- - 7537 7537
4,641 4641 (1,203 {1,203}
5 BT3 5,548 6,735 6,648
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Consolidated and College Statement of Changes in Reserves

Incoma and Revaluation Total
expenditure reserve
account

£'000 £000 £'000
Group
Balance at 1 August 2014 11,532 8,238 19,770
Surplus from the income and 401 - 401
expenditure account
Other comprehensive income {1,203) - {1,203
Revaluation of Land - 7,537 7,537
Transfers between revaluation and 163 (163} -
income and expenditure reserves

(639) 7374 6,735
Balance at 31 July 2015 10,893 156812 26505
Surplus from the income and 1.03z2 - 1,032
expenditure account
Other comprehensive income 4 541 - 4 641
Transfers between revaluation and 163 {163) -
income and expenditure reserves
Total comprehensive income for the 5,836 {163} 5,673
Balance at 31 July 2016 16,729 15,448 32,178
College
Balance at 1 August 2014 11,782 8,238 20,020
Surplus from the income and 314 - 314
expenditure account
Cther comprehensive income {1,203) - {1
Revaluation of Land - 7837 7,937
Transfers between revaluation and 163 {163} =
income and expenditure reserves

(728} 7,374 G648
Balance at 31 July 2015 11,056 15612 26,668
Surplus from the income and 807 “ a07
expenditure account
Other comprehensive income 4,641 - 4,641
Transfers between revaluation and 1683 {163) -
income and expenditure reserves
Total comprehensive income for the 5711 (163) 5 548
Balance at 31 July 2016 . 16,767 15,449 32,218

Bedford College Services and Bedford College Professional Services are 100% owned subsidiaries so there is no
non-controlling interest.



BEDFORD COLLEGE
Balance sheets as at 31 July 2016

Mote Group College Group College
206 26 2015 205
£'000 £'000 £'000 £'000
Fined assets
Intangibla assats 10 337 337 342 KE Y
Tangikle asseis 11 43 G625 43 590 A4.076 44 038
Total fixed assets 43,962 43,927 44,418 44 380
Current assets
Stocks 142 137 182 171
Trade and other receivables 13 2,735 2,745 2,105 2,383
Investments 14 5,506 5,505 4,006 4,006
Cash and cash eguivalents 26 2,368 2,333 1,533 1,BB1
Total curent azsets 10,772 10,7 B.2ZA 8,291
Less: Creditors = amouniks 15 {7945 {78613 (6,880 (6, 744)
falllng due within one year
Met current assets 2187 2,860 1,446 1,647
Total assets less current 48,749 48,787 45864 46 027
liakilities
Less: Craditors = amounts 16 (8,581} (B,581) (9,360) {8,360)
falling due after more than
One year
Provislons
[Defined benefit obligations 25 (5,990) (5,880} {9,999 (9,555
Total net assats 32,178 42,216 26,505 26,668
Unrestricted reserves
Income and expenditure account 16,728 16,767 10,683 11,056
Revaluation resenne 15,445 15,449 15,612 15812

Total unrestricted reserves 32178 32,216 26,605 26,668

The financial statements oh pages 30 to 58 were approved by the Corporation an ¥ December 2018 and were signad on its behall on that dats by

- 7
¥ § _-';I
fosoto . Ho cheaf & o
Linda Hockey lan Pryce
Chair Accounting Officer
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BEDFORD COLLEGE

Consolidated Statement of Cash Flows

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

Adjustment for non cash items
Depreciation

Decrease in stocks

{Increase} in debtors

Increase in creditors

Fensions costs less contributions payable
Pension interest costs

Adjustment for investing or financing
activities
Investment income

Interest payable
Loss on sale of fived assets

Met cash flow from operating activities

Cash flows from investing activities
Froceeds from sale of fixed assets
Investment income

Mew deposits

Fayments made to acquire fixed assets

Cash flows from financing activities
Interest paid
Repayments of amounts borrowed

Increasef{decrease) in cash and cash
equivalents in the year

Cash and cash eguivalents at beginning of the

year

Cash and cash equivalents at end of the year

Mote

10 & 11

13
15 & 16

15 &16

26

26

2016 2015
£'000 £000
1,082 401
2,128 2118
50 22
(540) {469)
878 2 837
267 171
365 335
{35) {12)
50 64

104 130
4,299 5,595
6 7

35 12
(1,500 {1,000
(1,782} (3,704)
(3,241 (4,685)
(50) (64
(552) (575)
(602) (639)
456 271
1,933 1,662
2,389 1,933
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BEDFORD COLLEGE

Motes to the Accounts
1 Statement of accounting Policies and estimaltion 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 2015 to 2016 and in accordance with Financial Reporting Standard 102 — "The
Financial Reporting Standard applicable in the United Kingdom and Republic of lreland” (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.

Transition to the 2015 FE HE S0ORP

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

An explanation of how the transition to the 2015 FE HE SORP has affected the reported finarcial position,
financial performance and cash flows of the consolidated results of the College is provided in note 18.

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

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

¢ Revaluation as deemed cost — al 1% August 2014, the College has retained the carrying values of
freehold land as being deemed cost and measured at fair value

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

Notes to the Accounts {continued)

1 Accounting policies (continued)

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

Basis of accounting

The financial statements are prepared in accordance with the historical cost convention as modified by the
use of previous valuations as deemed cost at transition for certain non-current assets.

Basis of consolidation

The consolidated financial statements include the College and its subsidiaries, Bedford College Services
Limited and Bedford College Professional Services Ltd, The results of subsidiaries acquired during the
period are included in the consolidated income and expenditure account from the date of acquisition. Intra-
group sales and profits are eliminated fully on consolidation. All financial statements are made up to 31 July
2018,

Gaing 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
cash flow, liguidity and borrowings are deseribed in the Financial Statements and accompanying Notes.

The College currently has £1.731m of loans outstanding, £1.693m with bankers on terms negotiated in
2014 and £38k for a new SALIX entered into during the current period.

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. 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

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 achisvement for the
adult Skills 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 at the end of November following the year end and the results
of any funding audits. 16-18 learmner-responsive funding is not normally subject to reconciliation and s
therefore not subject to contract adjustments.

Government revenue grants include funding body recurrent grants and other grants and are accounted for
under the accrual model as permitted by FRS 102,
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BEDFORD COLLEGE

MNotes to the Accounts (continued)
1 Accounting policies [continued)

MNon-recurrent grants from the funding bodies received in respect of the acquisition of fixed assels are
treated as deferred capital grants and amortised in line with depreciation over the life of the assets.

Income from tultion fees is recognised In the period for which it is received and includes all fees payable
by students or their sponsars, for example the National Health Service and local employers.

Income from grants, contracts and other services rendered is included to the extent the conditions of the
funding have been met or the extent of the completion of the contract or service concerned.

All income from short-term deposits is credited to the income and expenditure account in the period in
which it is earned.

Post-employment benefits

Post-employment benefits to employees of the College are principally provided by the Teachers' Pension
Scheme (TPS) and the Local Government Pension Scheme (LGPS). These are defined benefit plans,
which are externally funded and contracted out of the State Second Pension. Further details shown in note
19.

The TPS is an unfunded scheme. Contributions to the TPS are calculated so as to spread the cost of
pensions over employees' working lives with the College in such a way that the pension cost is a
substantially level percentage of current and future pensionable payroll. The contributions are determined
by qualified actuaries on the basis of valuations using a prospective benefit method. The TPS is a multi-
employer scheme and the College is unable to identify its share of the underlying assets and liabilities of
the scheme on a consistent and reasonable basis. The TPS is therefore treated as a defined contribution
nlan and the contributions recognised as an expense in the income statement in the periods during which
services are rendered by employees,

The LGPS is a funded scheme. The assets of the LGPS are measured using closing fair values. LGPS
liabilities are measured using the projected unit credit method and discounted at the current rate of return
on a high guality corporate bond of equivalent term and currency to the liabilities. The actuarial valuations
are obtained at least triennially and are updated at each balance sheet date. The amounts charged to
operating surplus are the current service costs and the costs of scheme introductions, benefit changes,
settlements and curtailments. They are included as part of staff costs as incurred. Net interest on the net
defined benefit liability/asset is also recognised in the Statement of Comprehensive Income and comprises
the interest cost on the defined benefit obligation and interest income on the scheme assets, calculated by
multiplying the fair value of the scheme assets at the beginning of the period by the rate used to discount
the benefit obligations. The difference between the interest income on the scheme assets and the actual
return on the scheme assets is recognised in other recognised gains and losses.

Actuarial gains and loszes are recognised immediately in other recognised gains and losses.
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BEDFORD COLLEGE

MNotes to the Accounts {continued)

1 Accounting policies {continued)

Shaort term Employment benefits

Short term employment benefits such as salaries and compensated absences (holiday pay) are
recognised as an expense in the year in which the employees render service to the College. Any unused
benefits are accrued and measured as the additional amount the College expects to pay as a result of the
unused entitiemeant.

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 are recognised in the statement of total recognised gains and losses.

Intangible fixed assels

The asset goodwill is amortised over 10 years being its established useful economic life. A review for
impairment of intangible fixed asset is carried out annually to consider if events or changes in
circumstances indicate that the carrying amount of any such asset may not be recoverable.

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. The associated credit is included in the revaluation reserve. Building improvements made
since incorparation 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. The College has a paolicy
of depraciating major adaptations to buildings over the period of their useful economic life.

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 expianditure account over the expected useful economic life of the related asset on a basis
consistent with the depreciation policy.

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

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

On adoption of FRS 102, the College followed the transitional provision to retain the book value of land and
buildings, which were revalued in 2015.
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BEDFORD COLLEGE

Notes to the Accounts (continued)
1 Accounting policies (continued}

Tangible fixed Assets (continued)

Subsequent expenditure an existing fixed assets

Where significanl expenditure is incurred on tangible fived assets it is charged to the income and
expenditure account in the period it is incurred, uUnless it meets one of the following criteria, in which case
it is capitalised and depreciated on the relevant basis:

Buidings owned by third parfies

Where land and buildings are used, but the legal rights are held by a third party, for example a charitable
trust, they are only capitalised if the College has rights or access to ongoing future economic benefit.
These assets are then depreciated over their expected useful econamic life.

Equipmert

Equipment costing less than £1,000 per individual item is written off to the income and expenditure
account in the period of acquisition. All other equipment is capitalised at cost. Equipment inherited from
the local education authority is included in the balance sheet at valuation.

Inherited equipment has been depreciated on a straight-line basis over its remaining useful economic life
to the College of between one and three years from incorporation and is now fully depreciated. All other
equipment is depreciated over its useful economic life as follows:

) Fraehold buildings Over periods of 36 to 65 years

» Leasehold buildings Over length of lease on a straight-line basis
® building improvements 10 years on a straight-line basis

. plant machinery and general equipment 10 years on a straight-line basis

w motor vehicles 5 years on a straight-line basis

s computer equipment 4 years on a straight-line basis

a fixtures and fittings 10 years on a straight-line basis

Where equipment is acguired 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 aver the expected useful economic life of the related
equipment.

Borrowing cosis

Borrowing costs are recognised as expenditure in the period in which they are incurred.
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BEDFORD COLLEGE

Notes to the Accounts (continued)

1 Accounting policies {continued)

Leased assets

Costs in respect of operaling leases are charged on a straight-line basis over the lease term.
The college had no assets on finance leases as at July 2018,

Borrowing costs

Borrowing costs are recognised as expenditure in the period in which they are incurred.

Investments
Investments in subsidiaries are accaunted for at cost less impairment in the individual financial statements.

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.

Taxation

The College is considered to pass the tests set oul 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. |rrecoverable 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 companies are subject to corporation tax and VAT in the same way as any
commercial organisation.

Cash and cash equivalents

Cash includes cash in hand, deposits repayable on demand and overdrafts. Deposits are repayable on
demand If they are in practice available within 24 hours without penalty.

Cash equivalents are short term, highly liguid investments that are readily convertible to known amounts of
cash with insignificant risk of change in value. An investment qualifies as a cash equivalent when it has
maturity of 3 months or less from the date of acquisition
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BEDFORD COLLEGE

Notes to the Accounts (continued)

1 Accounting policies (continued)
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 abligation.

Agency arrangemeants

The College acts as an agent in the collection and payment of discreticnary 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 Mote 24, except for the 5 per cent of the
grant received which is available to the College to cover administration costs relating to the grant.

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

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

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

Other key sources of estimation uncertainty

e Tangible fixed assets

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

asset and projected disposal values.
¢ local Government Pension Scheme

The present value of the Local Government Pension Scheme defined benefit liability depends on a
number of factors that are determined on an actuarial basis using a variety of assumptions. The
assumptions used in determining the net cost (income) for pensions include the discount rate. Any
changes in these assumptions, which are disclosed in note 19, will impact the carrying amount of the
pension liability. Furthermore a roll forward approach which projects results fram the latest full actuarial
valuation performed at 31 March 2013 has been used by the actuary in valuing the pensions liability at
31 July 2018, Any differences between the figures derived from the roll forward approach and a full
actuarial valuation would impact on the carrying amount of the pension liability.
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BEDFORD COLLEGE

Mates to the Accounts {continued)

2 Funding body grants

2016 2018 2015 2015
£'000 £'000 E'Q00 £'000
Group  College Group College
Recurrent grants
Skills Funding Agency 3,947 3,847 A 608 4,608
Education Funding Agency 15,871 15,971 14,815 14,815
Higher Education Funding Coundil 649 649 678 678
Specific grants
Skills Funding Agency 4 825 4. 825 5,401 5.401
Releases of government capital grants 368 368 31 an
Total 25,761 25,761 25813 25,813
3  Tuition Fees and education contracts
2018 2016 2015 2015
£'000 £'000 E'Q00 E'G00
Group  College Group
Adult education fees 2,324 2,324 2,011 2,011
Apprenticeship fees and contracts G a g8 68
Fees for FE loan supported courses 871 871 587 587
Fees for HE loan supported courses 2870 2,670 3,141 3,141
Total tuition fees 5,065 5,965 5807 5807
Education contracts 1,281 1,281 1,336 1,336
Total 7,246 7,246 7,443 7,143

Tuition fees funded by bursaries
Included within the above amounts are tuition fees funded by bursaries of £148,000 (2014715 £1323,000).

4 Other Income 2016 2016 2015 2015
£000 £°000 £000 £'000

Group  College Group  College

Catering and residences 5348 a98 610 610
Other income generating activities 1,997 1,347 2,240 1,518
Total 2,595 1,945 2,850 2,128

5 Endowment and investment income 2016 2016 2015 2015
£'000 £'000 £000 £000

Group  College Group  College

Other investment income a5 35 12 12
Total 35 35 12 12
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BEDFORD COLLEGE

Notes to the Accounts {continued)

& 5Staff cosis

The average numbet of persons {including key management personnel) employed by the College during
the year, described as full-time equivalents, was:

20186 20186 2015 2015
Grotip College Greup College
Mo. Mo. Mao. Ma.
Teaching staff 414 414 4241 421
Mon teaching staff 182 164 181 163
596 578 602 584

Staff costs for the above persons o
20116 2016 2015 201%
£'000 £'000 £'000 £'000
Wages and salaries 16,934 16,340 17,039 16,164
Social security costs 1.254 1,254 1,198 1,185
Other pension costs {including FRS 102 2,630 2,630 2,385 2,385

adjustments of £171,000 - 2015 £236,000}

Payroll sub total 20,818 20,224 20,622 19,747
Contracted out staffing services 470 470 484 454
Total Staff Costs 21,288 20,694 21,106 20,231

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

Key management Other staff
personnel

20186 2015 2016 2015
No. No. No. No.,
£60,001 t0 £70,000 5 7 5 0
£70,001 to £80,000 1 2 1 0
E80,001 to £90,000 1 1 o 0
£490,001 to £100,000 a 0 0 o
£100,001 to £110,000 a 1 a 4]
£140,001 to £150,000 a 8] a a
£150,001 to £160,000 i 1] 0 a
£190,001 to £200,000 a 1 1] 0
8 12 &8 0
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BEDFORD COLLEGE

Notes to the Accounts (continued)

Key management personnel emoluments

Key management personnel are those persons having authority and responsibility for planning,
directing and controlling the activities of the College and are represented by the College
Leadership Team which comprises the Principal, Vice Principals, and Director of Finance, Student
Services Director and Sales and Marketing Director. The movement between years reflects the re-
arrangement of the Executive to fewer members, with the remaining Directors creating a sub
group called the Directors Group which focusses on the corporate performance.

2016 201%
Mo. Mo.
The number of key management personngl including the B 16
Accounting Officer was:
Key management personnel emoluments are made up as follows:
2016 2015
£'000 £'000
Salaries 530 D56
Benefits in kind 9 11
Pension contributians 108 144
Mational insurance 73 104
Tatal emoluments 220 1,215

The above emoluments include amounts payable to the Accounting Officer (who is also the
highest paid key management personnel) of:

2016 2015

£000 £000

Salaries 150 156
Benefits in kind 8 10
158 166

Pension contributions 28 27

The pension contributions in respect of the Accounting Officer and key management personnel
are in respect of employer's contributions to the Teachers' Pension Scheme and Local
Government Pension Scheme and are paid at the same rate as for other employees.

The members of the Corporation other than the Accounting Officer and the staff member did not
receive any payment from the institution other than the reimbursement of travel and subsistence
expenses incurred in the course of their duties, in total the value of travel reimbursements for
rnembers of the Corporation for 2015-16 was £3k.



BEDFORD COLLEGE

Notes to the Accounts (continued)

7 Other operating expenses

2016 2016 20145 2015
Group College Group College
£000 £'000 £'000 £'000
Teaching costs 4,327 4,343 5,203 5203
Mon teaching costs 3409 3,554 3,065 3,874
Premizes cosls 2.934 2,659 3,395 2.848
Total 10,670 10,756 11,666 11,925
Other operating expenses include: 2018 2016 2015 2015
£'000 £000 £000 £'000
Auditors' remuneration:
Financial staterments audit 41 L 25 29
Internal audit 26 25 1 20
Hire of assets under operating leases 536 536 475 475
8 Interest and other financial costs
2016 2016 2018 2015
£000 £000 £000 £'000
Cn Bank loans, overdrafts and other loans
Repayable within five years, by instalments 50 50 &4 g4
50 50 G4 64
Pension finance costs 365 355_ 335 335_
Total 415 415 399 399

g Taxation

The College is an exempt charity and is therefare broadly exempt from corporation tax on its activities.
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Notes to the Accounts {continued)

10

1

Intangible fixed assetls

Cost or valuation
At T August 2015
Additions
Disposals

At 31 July 2016

Depreciation

Al 1 August 2015

Charge for the year

Elimination in respect of disposals
At 31 July 2016

Met book value at 31 July 2016

Met book value at 31 July 2015

Tangible fixed assets {Group)

Cost or valuation
At August 2015
Additions
Disposals

At 31 July 2016

Depreciation

At 1 August 2015

Charge for the year

Elimination in respect of dispesals
At 31 July 2018

Met book value at 21 July 2016

Met book value at 31 July 2015

Group College Group College
2016 2016 2015 2015
£'000 £'000 £'000 £000
1,069 1,069 1,089 1,069
87 &7 0 0
0 a0 0 0
1,155 1,155 1,089 1,_EI'EB
727 727 535 535
o &1 192 192
i) 4] 4] 4]
818 Bi8 T27 727
337 337 342 342
342 342 534 534
Land and Equipment Total
buildings
Freehold
£'000 £'000 E£'000
51,791 6727 58,518
816 880 1,695
{137) {114} (251)
52,469 7.494 58,963
10,131 4,31 14 442
1,187 BBQ 2,037
(54) 87 (41)
11,234 5,104 16,338
41,235 2,389 43,625
2418 44,076

41,660
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12

Tangible fixed assets (College)

Land and Equipment Total

buildings

Freehold

£'000 £'000 £000

Cost or valuation
At 1 August 2015 51,775 6,613 58,388
Additions 815 853 1,768
Disposals (137} (53) (180)
At 31 July 2016 52,453 7,513 539,966
Depraciation
At 1 August 2015 10,129 4,221 14,350
Charge for the year 1,155 873 2028
Elimination in respect of disposals (54) (29) (83)
At 31 July 2016 11,220 5065 16,285
Met boek value at 31 July 2016 41,223 2,448 43,671
MNet book value at 31 July 2015 41,646 2,392 44 038

Land, buildings and equipment were inherited from the local authority on 1 April 1983

On 21 April 2014 the College received a valuation on their Freehold land; this was carried out by Lambert
Smith Hampton using surveyars registered with the Royal Institution of Chartered Surveyors on a fair value
existing use basis. This valuation has been accepted as the deemed cost as at 31 July 2018,

Fixed Asset investmenis

The Caollege owns 100 per cent of the shares of Bedford College Services Limited and Bedford College
Professional Services Limited, companiss incorporated in England and Wales acquired at par valug of £100.
The principal activity of Bedford College Services Limited is hospitality and leisure services, whereas Bedford
College Professional Services supplies staff to support administrative activities within Bedford College.
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13

14

15

Debtors
Group College Group College
20186 20116 2013 2015
£'000 £'000 £'000 £'000
Amounts falling due within one year:
Trade debtors 1,682 1,684 1,191 1,148
Other debtors 155 oz 69 69
Amounts owed by group undertakings:
Subsidiary undertakings - 78 - 207
Frepayments and accrued income 888 BEs 835 429
Total 2,735 2,745 2195 2,353
Current investments
Group Callege Group College
2016 2016 2015 2015
£'000 £'000 £'000 £'000
Short term deposits 5,506 5,506 4,008 4 006
Total - 5506 5,506 4,006 4,006
Creditors: amounts falling due within one year
Group College Group College
2016 2016 2015 2015
E£'000 E'000 £:000 £'000
Payments received in advance 782 782 550 550
Trade creditors 483 880 825 200
Oither creditors 1,087 988 8951 855
Bank Loan &14 G614 588 o84
Other taxation and social security B35 511 473 503
Accruals and deferred income 3,645 3,608 3,119 3,074
Deferred income — government capital grants 3gg 369 373 373
Total 7.985 7,861 6,880 6,744
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16

17

18

Creditors: amounts falling due after one year

Bank Loan
Deferred income — government capital grants

Maturity of debt

Loans are repayable as follows

In cne year or less
Betwesn ane and two years
Betweesn two and five years

Total

Group College Group College
2016 2016 2015 2015
£000 €000 £000 £000
1,117 1,117 1,694 1,694
7464 7464 7.666 7,866
8.581 8,521 9,360 9.360
Group College Group College
2018 2016 2015 2015
£000 £000 £'000 £'000
&14 614 SED 589
1,112 1,112 1,221 1.221
5 5 473 473
1,731 1,731 2,283 2,283

A bank loan of £3m is repayable by installments of £158k falling due between 3 June 2014 and 3
March 2013, interest is charged at the LIBOR plus 1.85%.

The SALIX loan of £43k Is repayable by installments of £5k falling due between 1 April 2016 and 1

October 2019,

Transition to FRS 102 and the 2015 FE HE SORP

The year ended 31st July 2016 s the first year that the College has presented its financial statements under
FRS 102 and the 2015 FE HE SORP. The following disclosures are required in the year of transition. The last
financial statements prepared under previous UK GAAP were for the year ended 31st July 2015 and the date

of transition to FRS 102 and the 2015 FE HE SORF was therefore 1st August 2014, As a consegquence of

adopting FRS 102 and the 2015 FE HE B0ORP, a number of accounting policies have changed to comply with

those standards.

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

1" August 2014 31* July 2015
Group College Group Cellegs
£'000 £'000 £000 E'000
Financial Position
Total funds under previous SORP 26,284 26,534 34 544 34 707
Deferred Capital Grant re-classified as {6,514) (8,514} (8.039) (8.039)
lighilities under FRS 102 _
Total effect of transition to FRS 102 and {6,514) {6,514) (8,039} (8,039}
2015 FE HE SORP _
Total reserves under 2015 FE HE SORP 19,770 20,020 26,505 26 668

Year ended 31 July 2015

Group College
£'000 £000

Financial Performance
Surplus for the year after tax under 724 837
previous SORP
Unrealised surplus on revaluation of assets 7537 7,537
Actuarial loss in respect of pensions schemes {1,203} (1,203}
Changes to measurement of net finance cost (323) {323}
on defined benefit plans -
Total effect of transition to FRS 102 and
2015 FE HE SORP {6,011} {8,011}
Total comprehensive income for the year
under 2015 FE HE SORP 6,735 6,648

a) Change in recognition of defined henefit plan finance cosis

The net pension finance cost recognised in the Income and Expenditure account for the year ended 31st July
2015 under the previous UK GAAP was the net of the expected return on pension plan assets and the interest
on pension liabilities. FRS 102 requires the recognition in the Statement of Comprehensive Income, of a net
interest cost, calculated by multiplying the net plan abligations by the market yield on high quality corporate
bands (the discount rate applied). The change has had no effect on net assets as the measurement of the net
defined benefit plan ohligation has not changed. Instead, the decrease in the surplus for the year has been
mirrored by a reduction in the actuarial losses presented within Other Comprehensive Income.

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

Actuarial gains and losses an the College's defined benefit plans were previously presented in the Statement
of Total Recognised Gains and Losses {STRGL), a separate statement to the Income and Expenditure
account. All such gains and losses are now required under FRS 102 to be presented within the Statement of
Comprehensive Income, as movements in Other Comprehensive Income.
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19 Defined benefit obligations
c) Re-classification of deferred government capital grants

The College has previously been in receipt of certain capital grants from sources classified as government under
FRS 102 and the 2015 FE HE SORP. Under the previous UK GAAP and 2007 SORP, these were able to be
capitalised and amortised over the remaining useful economic life of the relevant fixed assets. The residual funds
of from these grants at the year-end were included as a designated reserve. Under FRS 102 and the 2015 HE
SORP these funds have heen re-classified as liabilities, The split between leng term and short term liabilities can
be feund in notes 15 and 16

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) far non-
teaching staff, which is managed by Bedford Borough Council, Both are defined-benefit schemes.

Group and College

Taotal pension cost for the year 2016 2015
£000 £'000

Teachers Pension Scheme: contributions paid 1,183 1,083

Local Government Pension Scheme:

Contributions paid 1,170 1,161

FES 102 charge 267 171

Charge to the Income and Expenditure Account (staff costs) 1,437 1,332

Total Pension Cost for Year 2,630 ~ 2,385

The pensioh costs are assessed in accordance with the advice of independent qualified actuaries. The latest
formal actuarial valuation of the TPS was 31 March 2012 and of the LGPS 31 March 2013

Contributions amounting to £160,000 {2015 - £138,000) were payable to the scheme at 31st July and are
included within creditors.

Teachers' Pension Scheme

The Teachers' Pension Scheme (TPS) is a statutory, contributory, defined benefit scheme, governed by the
Teachers' Pensions Regulations 2010, and, from 1 April 2014, by the Teachers' Pension Scheme Regulations
2014. These regulations apply to teachers in schools and other educational establishments, including
academies, in England and Wales that are maintained by local authorties. In addition, teachers in many
independent and voluntary-aided schools and teachers and lecturers in some establishments of further and
higher education may be eligible for membership. Membership is automatic for full-time teachers and lecturers
and, from 1 January 2007, automatic too for teachers and lecturers in part-time employment following
appointment or a change of contract. Teachers and lecturers are able 1o opt out of the TPS.
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The Teacher's Pension Budgeting and Valuation Account

Although members may be employed by various bodies, their retirement and other pension benefits are set out
in regulatinns made under the Superannuation Act 1972 and are paid by public funds provided by
Farliament. The TPS is an unfunded scheme and members confribute oh a "pay as you go' basis — these
contributions, along with those made by employers, are credited to the Exchequer under arrangements
governed by the above Act.

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

Valuation of the Teachers’ Pension Scheme

The latest actuarial review of the TPS was carried out as at 31 March 2012 and in accordance with The Public
Service Pensions (Valuations and Employer Cost Cap) Directions 2014 The valuation report was published by
the Department for Education (the Department) on 2 June 2014, The key results of the valuaticn are;

- New employer contribution rates were set at 16.48% of pensionable pay

- Total scheme liabilities for service to the effective date of £181.5 billion, and notional assets of £176.6 hillion,
giving a notional past service deficit of £14.9 hillion;

- Anemployer cost cap of 10.9% of pensiohable pay.
The new employer contribution rate for the TPS was implemented in September 2015,

A full copy of the valuation report and supporting documentation can be found on the Teachers' Pension Scheme
website at the following location:

https:iwww teacherspensions.co. uk/news/employers/2014/06/publication-of-the-valuation-report. aspx

Scheme Changes

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

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

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

Regulations giving effect to a reformed Teachers’ Pension Scheme came into force on 1 April 2014 and the
reformed scheme commenced on | April 2015,
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The pension costs paid to TRS in the year amounted to £1,193,000 (2015 £1,053,000)
FRS 102 (28)

Under the definitions set out in FRS 102 {28.11), the TPS is a multi-employer pension scheme, The College is
unable to identify its share of the underlying assets and liahilities of the scheme.

Accordingly, the College has taken advantage of the exemption in FRS 102 and has accounted for its
contributions to the scheme as if it were a defined-contribution plan. The College has set cut above the
information available on the plan and the implications for the College in terms of the anticipated contribution
rates.

Local Sovernment Pension Scheme

The LGPS is a funded defined-benefit scheme, with the assets hald in separate funds administered by
Bedford Borough Council. The total contribution made for the year ended 21 July 2016 was £1,485.000, of
which employer's contributions totalled £1,170,000 and employees’ contributions totalled E325,000. The
agreed contribution rates for future years are 17.3% for employers and between 5.5% and 7.5% dependant
on the full time equivalent salary for employees.

Principal Actuarial Assumptions

The following infermation is based upon a full actuarial valuation of the fund at 31 March 2013 updated to
31 July 2016 by a qualified independent actuary

At 31 At 31 July

July
2016 2015
Rate of increase in salaries 1.75% 3.50%
Rate of increase for pensions in payment { inflation 1.75% 2.60%
Discount rate for scheme liabilities 2.60% 3.60%
Inflation assumption {CP1) 1.75% 3.60%
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Commutation

An allowance is included for future retirements to elect to take 50% of the maximum additional tax-free
cash up to HMRC limits for pre-April 2008 service and 75% of the maximum tax-free cash for post April

2008 service,

The current mortality assumiptions include sufficient allowance for future improvernents in martality rates.
The assumed life expectations on retirement age 65 are:

Retiring today
Males
Females

Retiring in 20 yaars
Males
Females

AL 31
July
2016

21.50
2370

22.80
2580

The College's share of the assets in the plan and the expected rates of return were:

Long-
term rate
of return
expected
at 31 July
2016
Equities 6.80%
Bonds 8.80%
Property 6.80%
Cash B6.80%
Total market value of
assets
Weighted average 5.80%
expected leng term rate of
return

Actual return on plan
assels

Fair Value Long-
at 31 July term rate
2016 of rafurn

expectad
at 31 July
2015

£'000

18,024 3.60%
2088 3.60%
2,320 3.60%

696 3.60%

23,198

5.50%

1,388

Fair Value
at 31 July
2015

£'000

12,674
3418
2212

804

20,108

648

At 31 July

2015
22.40
24.30

24 40
26,80
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The amount included in the balance sheet in respect of the defined benefit pension

plan and enhanced pensions benefits is as follows:

Fair value of plan assets

Present value of plan liabilities

Net pensions (liability)

2016 2015
£1000 £'000
23,198 20,109
(29,188) (30,108
(5,9%0) {8,999)

Amounts recognised in the Statement of Comprehensive Income in regpect of the plan

are as follows:

Amounts included in staff costs
Current service cost

Past service cost

Total

Amounts included in Interests and other finance costs

ket interest costs

Amounts recognised in Other Comprehensive Income

Return on pension plan assets

Experience losses arising on defined benefit obligations

Changes in assumptions underlying the present value of
plan liakbilities

Amount recognised in Othet Comprehensive Income

2016 2015
£'000 £°000
1,375 1,334
62 D
1,437 1,334
365 335
365 335
1,399 648
356 185
2 886 (2,046)
4,641 {1,203}
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20186

£'000

Surplusfideficit) in scheme at 1 August {9,9949)
Movement in year:

Current service cost {1,375)

Employer contributions 1,170

Past service cost (B2)

Met interest on the defined {liabilityyasset (365)

Actuarial gain or loss 4,641

Net defined benefit (liability) at 31 July {5,990)

2015
£'000
(8,290}

(1,334)
1,163
0
(335)
(1,203}

{5,999)

The movement in liability between years reflects the work undertaken by KPMG. The College
employed KPMG as advisors to provided alternative assumptions which have led to a revised liability

level for 2018,

Asset and Liahility Reconciliation

2016 2015

£'000 £'000
Changes in the present value of defined benefit obligations
Defined benefit obligations at start of pericd 30108 26,0585
Current service cost 1,875 1,334
Interest cost 1,108 1,084
Contributions by Scheme participants 333 353
Expetience gains and |losses on defined benefit o 2 046
obligations
Changes in financial assumptions {569) (195)
Changes in demographic assumptions {2,317} i}
Other experience {356) 1]
Estimated benefits paid {554) (545)
Past Service cost B2 0
Defined benefit obligations at end of pericd 29,188 30,108
Reconciliation of Assets
Fair value of plan assets at start of pericd 20,109 17,785
Return on plan assets 1,389 1,052
Interest on plan assets 741 325
Employer contributions 1.170 1,163
Contributions by Scheme participants 333 353
Estimated benefits paid (554 {549)
Assets at end of period 23,198 20,109
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20

21

22

23

Capital commitments

2016 2015
£1000 £000
Commitments contracted for at 31 July 937 332
2016 _
Authorised but not contracted at 31 July 2927 1,732
2018

Lease obligations

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

Group and College

20186 2015
£'000 £'000
Land and buildings
Expiring within one year 324 498
Expiring within two and five years inclusive 1.281 1,753
Expiring in over five years 1,482 2107
3,102 4358

Contingent Liabilities

The College has agreed the transfer of pension liability relating to support staff transferring from Writtle
College as part of the acquisition of Shuttleworth College. The College has agreed for this to be
transterred at our next pension valuation which is expected in April 2017, Negetiations are on-geing
and the valug cannot be accurately estimated at the present time and is therefore disclosed as a
contingent liability.

Related party transactions

Chwing to the nature of the College's operations and the ¢ompesition of the board of Governors being
drawn from local public and private sector organisations, it is inevitakle 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.

The total expenses paid to or on behalf of the Governors during the year was E2,706, 8 governors
(2015:; £1,900, 7 governors). This represents travel and subsistence expenses and other out of pocket
expenses incurred in attending Governaor meetings and charity events in their official capadity,

Mo Governor has received any remuneration or waived payments from the College or its subsidiaries
during the year (2015 None).
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24 Amounts disbursed as agent

Learner support funds
2016 2018
£000 £'000
Funding body grants —bursary suppart 477 519
Funding body grants — discretionary learner suppork 316 317
Funding body grants — residential bursaries 29 28
Other Funding bodies grants 81 78
a03 843
Disbursed to students (873) (915)
Administration costs (28} (27}
Balance unspent as at 31 July, included in creditors 1 1

Funding body grants are available sclely for students. |n 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
Consolidated Statements of Comprehensive Income.

Some items of a non-material value may appear in the Consolidated Statements of Comprehensive Income
{College Only) in the College's financial statements reflecting the purchase of some equipment and the

payment of accommadation on the students’ behall,

25 Provisions
College and Group

Defined Total

benefit

Obligations
£'000 E'00D
A1 August 2015 9,995 8,889

Transferrad from income and

expenditure account {4,009} {4,009}
At 31 July 2015 5,990 < BEIU'

—= .,_.,-.__.

Defined benefit obligations relate to the liabilities under the Ceollege's membership of the Local Government
pension Scheme. Further details are given in Mote 18,
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26 Cash and cash equivalents

Cash and cash equivalents

Total

At1 Cash Other At 31
August flows changes July
2015 2018
£000 E'000 £000 £2000
1,833 456 . 2 389
1,933 456 - 2,349
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