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Tyne Coast College
STRATEGIC REPORT
NATURE, OBJECTIVES AND STRATEGIES

The members present their report and the audited financial statements for the year ended 31%
July 2018.

On 1 August 2017, following public consultation, Tyne Metropolitan College (TMC) was
dissolved with its assets and liabilities transferring to the South Tyneside College (STC) under
a Type B merger. Simultaneously South Tyneside College was renamed Tyne Coast Coliege.
The merger of these two strong colleges aims to provide outstanding educational opportunities
for the benefit of the students and the communities we serve. We wish to be a world class
educational facility focussed on the developing the potentlal of the employees of the future,
thereby ensuring the long term prosperity of our region.

Legal Status

The Board was established on 1% April 1993 under the Further and Higher Education Act 1992
for the purpose of conducting South Tyneside College. The College is an exempt charity for
the purposes of Part 3 of the Charities Act 2011.

The Board was incorporated as South Tyneside College but on 1 August 2017 permission was
granted to change the college’'s name to Tyne Coast College.

Vision and Mission

Our vision is to be a world-class educational facility, focussed on developing the potential of
the employee of the future, thereby ensuring the long term prosperity of our region.

Our mission is to provide outstanding educational opportunities for the benefit of the students
and the communities we serve.

Implementation of Business Plan
The College adopted a business plan for the period 1 August 2017 to 31 July 2020.
The College's key goals are:

1. Delivering outstanding education: teaching and learmning

Teaching excellence must be at the heart of a world-leading Further Education college.
For students and employers, who now invest substantially in their education, it is of critical
importance. We are commiitting in this plan to stimulate greater innovation in teaching and
to share excellent and expert practice across all curriculum areas, working closely with the
Further Education sector bodies and with partner organisations worldwide. More generally,
we need to build better ways of capturing excellent educational outcomes, and of refining
existing indicators of students’ learning experiences and progression to employment or
further study or learning gain, and we will explore how we might promote increases in
social capital and social agency. Supporting the interests of students by ensuring they
have relevant and trustworthy information about employment opportunities and career
paths, will continue to be an important aspect of our work.
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In the period from 2017 to 2020 we will give key attention to high-level technical
knowledge and skills. We will work with employers and partners to improve the range of
professionally recognised technical routes on offer to students at levels 1-8, and to the
progression pathways from intermediate to advanced levels, including pathways to and
from apprenticeships and for part-time students alongside their work. Whatever choice
they make during and after leaving school, our students should be able to develop their
careers at any stage by taking appropriate opportunities to leam, to re-skill, and to obtain
qualifications which are recognised and valued by employers and by society more
generally. We will continue to support the need for participation in science, technology,
engineering and mathematics (STEM) subjects, and we will take steps to develop key
subjects in other areas where this serves regional, employer and LEP interest.

2. Supporting social mobllity

Woe are a major contributor to inter-generational social mobility. We enable individuals from
all backgrounds to achieve their full potential as citizens, as professionals, and as highly
skilled and valued employees. While progress has been made in the last five years to
improve access to education from under-represented groups, there is still more to do.
Continuing the improvement in participation from all under-represented groups, and
eliminating unacceptable disparities in achievement and progression outcomes, therefore
remain important objectives on which we will continue to lead.

During the 2017-2020 period, we will work to increase enrolments by developing
increasingly deep relationships with schools and employers. Students with disabilities
have long been central to the colleges’ support for access and student success, but there
is a need during the period of this plan to refresh our understanding of the latest
challenges and practice across the sector, and to ensure that our teaching approach
remains optimal. We are tackling this by gathering evidence on how students with specific
learning difficulties are being supported, and on provision for students with mental health
problems and/or physical impairments where intensive or multi-agency support is required.
These studies will feed into our wider plans for supporting every student. We will nurture
enterprise and entrepreneurship across the private, public and voluntary sectors, and we
are attuned to the competitive world in which we live. We deliver both economic and social
innovation. We will support spin-outs and start-ups from our own students and staff:
provide services to entrepreneurs; develop links with business and science parks where
small and medium-sized companies find an environment conducive to innovation and
growth; participate in inward investment initiatives; and engage with businesses more
broadly in response to their needs. We are an important ‘anchor’ and ‘place-maker' in our
local and regional geography. Through ‘smart specialisation’, and our expertise in skills
development, we will contribute proactively to the economic development priorities of our
North East LEP and NECA. We play a leading role in the social, cultural and intellectual
Iife of the towns and communities in which we are located.

3. Quality in everything we do

Quality assessment and assurance is an essential part of our business plan. Our future
quality procedures must continue to be internationally respected, to have the confidence of
students, employers and Ofsted, and support our world-class reputation. During the early
years of this plan we will develop future approaches to our assessment of quality in our
Further and Higher Education delivery to ensure we robustly enforce the highest
standards. We will develop innovative approaches to our quality assurance systems that
are risk-based, proportionate, affordable and low-burden. Any new arrangements must
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build on established strengths and good practice, and reflect the values and cultures of the
college.

In fulfilling our respensibilities with regard to quality assurance we have always relied on
our own robust quality assurance systems and we will continue to benchmark and use
external validation to ensure we are challenged on everything we do.

4. Financial sustainability and efficiency

Wae will work with Governors, Auditors, Funders and Regulators to ensure we are
managed on a financially sustainable basis. It is vital that the college continues to invest in
its facilities and infrastructure and to develop collaborative arrangements for their use
where appropriate. Our capital funding for teaching and learning will be targeted in an
efficient way to ensure value for money and fo support the college in providing facillties
that are up-to-date and relevant. We will continue to monitor and evaluate the quality of the
college’s estate. Both predecessor colleges have a strong record for delivering efficiencies
while maintaining high-quality teaching and learning. As public finances are likely to
remain stretched during the period of this businesg plan, there will be a sharpening focus
on the efficiencies delivered by the new combined college.

5. Work in partnership

To meet our objectives, we need to work with and through others. We will promote a
constructive dialogue with schools and universifies, and with their representative partners.
Woe will continue to work and develop stronger relationships with employers and industry
bodies. We will seek to develop positive relationships with new providers, with new
entrants to the publicly funded sector and with intemational bodies where relevant.

6. Communications

Professional, targeted and effective communications are critical to the delivery of our aims
and objectives. Our stakeholder surveys found high levels of partner and stakeholder
satisfaction with the way we communicate. We also want to improve the ways that we
listen to and engage with our stakeholders, and we want to do more to ensure that we are
communicating clearly and consistently about what we are doing. We will ensure that the
prospectuses and information we publish are more accessible and disseminated to a wider
audience in order to stimulate recruitment. We are considering how to focus our
communications more effectively to meet the needs of our different stakeholder groups,
and we will improve the quality of our marketing and the way we report on their outcomes.

7. Growing the business

North and South Tyneside and the wider conurbation is presented with a number of
significant opportunities in the years ahead. As a region, we must take on the challenge of
filling our skills gap and growing our thriving sectors, and we must continue to regenerate
and redevelop those areas of our region that can best attract new investment, industry and
jobs.

We must also be mindful that there are still areas of our region which need support -
where high unemployment and low levels of skills and aspiration still remain. Tyne Coast
College plays a vital role in North and South Tyneside and the wider region's future
prosperity but with past and potential future cuts in funding, we must think more
innovatively to make our resources and influence go further. The Government’s
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expectations of the FE sector have also evolved. An emphasis on the delivery of
apprenticeships and higher level technical qualifications means that the college must work
much more closely with local businesses and employer bodies to ensure we are fully
responsive to changing needs and skills gaps.

We will also increase our income diversification and continue to grow our commercial
activity to reduce our reliance on Government funding.

It is also widely acknowledged that both North and South Tyneside have insufficient
numbers of appropriately qualified residents with the required core skills to meet the
emerging needs of our regional economy. We belleve that Tyne Coast College is the best
provider to meet these challenges, being more resilient, efficient and better able to provide
a more coherent and high-quality offer. Our guiding principle throughout our planning is
whether we will enhance opportunities for our local, regional and international students. As
a new, stronger, more financially resilient college, we will develop specialisms nationally,
internationally and in each campus and better facilitate the development of higher levels
skills provision, apprenticeships and higher education opportunities. We will engage with
employers and ensure that students are ready for the job opportunities of the future.

The college developed a number of strategic priorities and key performance indicators for the
college and these are fed into work packages for the key operating units (South Shields
Marine School, South Tyneside Professional and Vocational college and Tyne Metropolitan
College) as well as the key packages for 2017/18. Further information can be found on these
in the Business Plan 2017-20.

RESOURCES
The College has various resources it can deploy in pursuit of its strategic objectives.

During the year ended 31 July 2018 the College employed 536 people (expressed as Full
Time Equivalents (FTESs)) (2016/17: 343) of whom 216 FTE (2016/17: 132) are teaching staff.

Tangible resources include the South Shields campus, the Marine Offshore and Safety
Training Centre on the South Shields riverside, the Tyne Metropolitan campuses in Battle Hill
and the Queen Alexandra sixth form campus. The college is currently constructing a new
construction centre on its Tyne Metropolitan campus,

As at 31 July 2018 the College has £32,021,000 (2016/17: £5,044,000) of net assets
(including £15,190,000 (2016/17: £18,560,000) pension liabllity and long term debt of
£7,397,000 (2016/17: 6,048,000), of which £6,297,000 (2016/17: 6,048,000) is deferred
capital grants).

The College has a good and improving reputation locally, nationally and internationally, in
particular for its marine courses. Maintaining a quality brand is essential if the College Is to
continue to attract both local and marine students, where it competes with colleges throughout
the UK and overseas. Pre-merger South Tyneside College was pleased to be awarded the
FE College of the Year and the Overall Provider of the Year for 2017 in the Times Educational
Supplement annual awards. The college Chief Executive, Dr Lindsey Whiterod, was recently
appointed a National Leader of Further Education.

STAKEHOLDERS

In line with other colleges and universities, Tyne Coast College has many stakeholders.
These include:
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¢ its current, future and past students;

¢ its staff and their trade unions;

o the employers it works with;

o the professional organisation in the sectors where it works;

o its partner schools and universities; the wider college community; and
¢ its local councils, combined authority and Local Enterprise Partnership

The College recognises the importance of these relationships and engages in regular
communication with them in accordance with our stakeholder strategy.

FINANCIAL PERFORMANCE
Results

The College generated a surplus before other gains and logses in the year of £22,822,000
(2016/17 — deficit of £7,757,000). Included in these results is a charge of £860,000 (2016/17
£350,000) relating to the Tyne and Wear Local Government Pension Scheme.

Total comprehensive income is £26,977,000 (2016/17 — (£4,082,000)). Of this gain,
£23,482,000 relates to the assets acquisition relating to the combination with Tyne
Metropolitan College and £4,230,000 (2016/17 (£3,680,000)) is an actuarlal gain on the Tyne
and Wear Local Government Pension Scheme.

Developments

Tangible fixed asset additions during the year were £1,125,000 and in addition, £983,000 has
so far been spent on a new construction centre on the Tyne Metropolitan site. The main
additions are continued investment in the premises at South Shields, which included the
refurbishment of 24 rooms at the halls of residence, new roofing for L block, at Tyne
Metropolitan college refurbishment of a number of offices and flooring works ag well as IT and
other equipment and fumiture upgrades across all college sites.

Reserves

The college has an accumulated income and expenditure reserve of £25,365,000 and cash
balances of £6,650,000. The college wishes to continue to accumulate reserves in order to
create a contingency fund and to allow continued investment in the college premises.
Sources of Income

The College has significant reliance on the education funding bodies for its principal funding

source. In 2017/18 the Education and Skills Funding Agency (ESFA) provided 48% of the
College’s total income.
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FUTURE PROSPECTS
Developments

The college is building a construction centre on its coast road campus that will improve the
construction training facilities for the college and will improve the leaming experience for the
users of the centre.

Financial Plan

The College governors approved a financial plan in July 2018 which sets objectives for the
period to 2020.

Treasury Policles and Objectives

Treasury management is the management of the College’s cash flows, its banking, money
market and capital market transactions and the effective management of risks associated with
those activities. The College has a treasury management policy.

All borrowing is authorised by the College Board of Governors. The need for borrowing takes
into account the College’s operating cash flow needs, investment plans and availability of
credit.

Cash Flows and Liquidity

At £416,000 (2016/17 £3,941,000) net cash flow from operating activities was reasonably
strong. £2,108,000 was expended to purchase fixed assets (equipment purchases and
building works). The reduction in cash in the year was £1,727,000 but the college still has a
strong cash position of £6,650,000.

On 31 July 2018 the college took out a £1.2m loan with Santander and repaid the loan to
Handelsbanken. This ig part of the financing strategy for the construction facility new build.

Reserves Policy

The college has no formal reserves policy but recognises the importance of reserves in the
financial stability of the College, and ensures that there are adequate reserves to support the
College’s core activities and to meet the long-term cyclical needs of capital investment and
any other unforeseen contingencies. The College Income and Expenditure reserve stands at
£25,365,000 (2017 (£1,692,000)).

Golng Concern

After reviewing its forecasts and projections the governors have a reasonable expectation that
the College has adequate resources to continue in operational existence for the foreseeable
future. The College therefore continues to adopt the going concemn basis in preparing its
financial statements.

PRINCIPAL RISKS AND UNCERTAINTIES

The College continues to develop and embed the system of internal control, including
financial, operational and risk management that is designed to protect the College’s assets
and reputation.



Tyne Coast College

Senior Management Team members undertake a review of the risks to which the College is
exposed to in their areas of operation. They identify systems and procedures already in place
and additional actions which should mitigate any potential impact on the College. The Senior
Executive Group consider, at least termly, the high-level risks and the risks of any new areas
of work being undertaken by the College.

A high-level risk register is maintained which is reviewed by the Board and the Audit
Committee on an annual basis (more frequently, where necessary). The register identifies 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.

Outlined below is a description of the principal risk factors that may affect the College, not all
of which are in the College's control. Other factors besides those listed below may also
adversely affect the College.

1. Government Funding

The College has significant reliance on continued government funding through further
education sector funding bodies and HEFCE/OfS. In 2017/18, 50% of the College's
revenue was ultimately public funded. There can be no assurance that government
policy or practice will remain the same or that public funding will continue at the same
level or on the same terms.

The College is aware of a number of issues which may impact on future funding:

e The continued pressures in funding for adult provision, both in terms of what is
funded and the amount of funding. Adult funding is also included as part of the
devolution deals, the first of which will come next year and will change how and
what is funded for residents of devolved areas.

o The changes in HE funding have reduced demand from UK companies for
some part time courses

o T level of funding for 16-18 delivery has remained unchanged for a number of
years and the demographics show a continued reduction in the number of
young people at 16.

The risk is mitigated in a number of ways:

¢ Funding is derived through a number of direct and indirect contractual
arrangements;

o The College subcontracts some delivery and if funding reduces this can be
decreased first, reducing the impact on direct college delivery; and

e Ensuring the College continues to improve quality of delivery and success rates
both to maximise funding and encourage learners to study at the College;

¢ A considerable focus is placed on maintaining and managing key relationships
with funding bodies;

o Ensuring the College focuses on priority sectors and courses which will
continue to benefit from public funding; and

o Ensuring the curriculum model is efficient in terms of delivery.

o The College is strengthening its internal delivery team to increase the volume
of direct delivery.
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2. Apprenticeship Reforms

The change in the funding methodology for apprenticeships has impacted both on the
volume of apprenticeships delivered and the speed in which the college is paid for
delivery.

The risk is mitigated in a number of ways:
» The College has strengthened its in house delivery team into one to provide a
more comprehensive and coherent offer to employers; and
The College is working with its partners to embed a new relationship post levy
The college is working with employers to ensure they understand the
opportunities for apprenticeship funding.

3. Tuition Fees

The college is more reliant on fee income than most colleges and this is a mixture of
fees funded by student loans as well as FE fees and full cost delivery which is funded
by either individual learners or their employers.

The risk is mitigated by:
¢ Ensuring the College continues to improve quality of learning and success
rates; and
¢ Close monitoring of the demand for courses as prices change; and
¢ |Increased emphasis on credit control to ensure all fees are collected in a timely
manner.

4, Maintain adequate funding of pension liabilities
The financial statements report the share of the local government pension scheme
(LGPS) deficit on the College’s balance sheet in line with the requirements of Financial
Reporting Standard 102.
This risk is mitigated by an agreed deficit recovery plan with Tyne and Wear LGPS.
5. Accommodation Strategy
Due to government funding cut backs, the College needs to develop its
accommodation strategy such that it can be funded without significant funding body
support, which is challenging given the age and state of the buildings. There is a risk
that the bulldings continue to deteriorate and leamers wish to go elsewhere.
The risk is mitigated by:

o Continued investment in maintaining and refurbigshing our buildings to extend
their life, taking advantage of grants wherever possible.

6. Demographic Changes and Increased Competition

The College is in a period of increased competition for 16-18 places as the number of
available places increases whilst demographic changes mean the number of 16-18
year olds is decreasing.
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The risk is mitigated by:

e Continuing to improve the quality of provision and success rates to encourage
learners to the College;

¢ Promote the College offer to reduce the number of learners who travel out of
area to study; and

* Working with the schools to improve the offer to young people.

7. Failure to maintain the financial viability of the College

The College's current financial health grade is classified as "good”. This is largely the
consequence of strong cash management and careful investment. Notwithstanding that, the
continuing challenge to the College’s financial position remains the constraint on further
education funding arising from the ongoing cuts in public sector spending whilst maintaining
the student experience. This rigk is mitigated in a number of ways:

By rigorous budget setting procedures
Regular in year budget monitoring and reforecasting
Robust financial controls

Exploring ongoing procurement efficiencies

KEY PERFORMANCE INDICATORS

The college set a number of financial indicators as part of its budget setting for 2017/18.
These were.

" maintaining a sound financial base (solvency
and liquidity) based on the following:

at all times We have not met the
o we will achieve the operating surplus as operating surplus target but
budgeted EBITDA was 6.8% (excluding
o we will have adjusted current ratio of merger adjustments) o
more than 1.4 Our adjusted current ratio is
1.23

OBJECTIVE PROGRESS

We have achieved the cash
days throughout the year and

we will maintain cash days of 35 or more have 91 at the year end

| maintain strong financial management by

producing management accounts on a
monthly basis {(excluding August),
incorporating an income and expenditure
account, balance sheet, 12-month rolling
cash flow forecast, capital expenditure,
financial performance indicators, staffing
information and funding information
(including plans)

Management accounts were
produced containing this
information.

maintaining the confidence of funding bodies,

suppliers and professional advisors

This has been achieved —
letter from ESFA regarding
financial health, confirming it
to be ‘good’ using their
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measures, verbal confirnation
from the bank that they have

no concerns with us, no issues
regarding credit from suppliers

improve the college’s treasury management Our rate from Barclays was
by making use of term deposits where maintained at 0.25% during
possible 2017/18. With the uncertainly

over operating performance
and the continued low returns
on deposits it was not felt
prudent to tie up cash on

deposit.
review costs and income projections in light This has been done with the
of the changing financial environment. management accounts

containing monthly forecast
adjustments as new
information came available

Student Numbers

In 2017/18 the College has delivered activity that has produced £17,781,000 in main FE
allocation funding (2016/17: £10,561,000). The College had approximately 7,300 FE funded
and 4,800 non FE funded learners,

Student Achievements

Overall succe’ss rates in 2017/18 are 90% (2016/17 89%).
OTHER INFORMATION

Public Benefit

Tyne Coast College is an exempt charity under Part 3 of the Charities Act 2011 and following
the Machinery of Government changes in July 2016, is regulated by the Secretary of State for
Education. The members of the Governing Body, who are trustees of the charity are
disclosed on pages 17 to 18.

In setting 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 thelr aims are for the public benefit.

In delivering its mission, the College provides the following identifiable public benefits through
the advancement of education: Examples of where the College has added value include:

« Successful delivery and completion of a European Funded project ‘Talent Match’
working with a regional consortium to meet the needs of Young adults through
education, work experience and employment in North Tyneside.

e Qutstanding Halls Ofsted Inspection which commented on the guidance, support and
care learners received from all levels of the organisation.
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s Waorking closely with the Local Authority to develop digital strategy that will provide all
adults with digital skills entitlement to improve local community digital competency.

s Retendered catering for the college to have a common supplier that has given a capital
contribution to the college to improve facilities for students.

o Building new construction facilities on the Tyne Metropolitan campus to allow
expansion of delivery and a better student experience for learners.

s Successfully supported two long-serving employees suffering from Breast Cancer back
into work through continual welfare support and adjustments.

¢ Championed positive mental health by embedding initiatives into College curriculum
and employee wellbeing campaigns through staff training on emotional resilience,
additional support from the College Counselling team, and increasing the number of
Occupational Health Clinics. The College is currently supporting the training of an
employee on becoming a Mental Health First Aid Trainer to identify and train additional
staff in recognising signs of mental health issues and intervening at an early stage.

¢ The marine school has a truly multicultural student body. The international students
bring a significant cultural diversity to both the College and the local community where
they live.

¢ The strong influx of leamers from outside of the locale adds significantly to the local
economy.

Equal Opportunities and Employment of Disabled Persons

The College values and recognises the social and cultural diversity in which it operates and
seeks to promote equality, and respect the dignity of all staff and those individuals to whom it
provides services. The College aims to provide conditions which encourage everyonse to
participate in learning and actively combat harassment. The College has a fundamental belief
in the right of everyone to be treated with dignity and respect, regardless of; age,
disablility/learning difficulties, ethnic origin, gender, marital/civil partnership status or domestic
responsibilities, religion or belief, sexual orientation, socio economic background, transgender,
health (including mental health).

The College’'s Equality and Diversity Policy is published on the College’s Intranet site.

The College produces an Annual Equality Report to ensure compliance with all relevant
legislation including the Equality Act 2010. The College undertakes equality impact
assessments on all new policles and updates them as polices are amended.

All new staff receive Equality and Diversity training as part of their induction programme and
refresher training is carried out regularly.

The College welcomes applications from people with disabilities. Where an existing employee
becomes disabled, every effort is made to ensure that employment within the College
continues. The College's policy is to provide training, career development and opportunities
for promotion, which are identical to those for other employees.

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

publishes a Disability Statement annually entitied “A Guide to Access®. The statement
provides information to organisations, individual enquirers, students and staff about the range

13



Tyne Coast College

of support services and facilities currently available in the College and also includes details of
how to access those services. The guide is printed in standard and large print formats and
can be made available in Braille and audio formats on request.

e The College continues to make reasonable adjustments to existing accommodation and to
improve access as part of the College refurbishment programme;

o The College has Additional Learning Support Co-ordinators, who provide information,
advice and arrange support where necessary for students with learning difficulties and
disabillties;

o There is a list of specialist equipment, such as radio aids, which the College can make
available for use by students and a range of assistive technology is available;

¢ The admissions policy for all students is published on the intranet. A decision not to offer
a place is dealt with under this policy;

* The College has made a significant investment in the appointment of specialist lecturers to
support students with leaming difficulties and/or disabilities. There are a number of learner
support assistants who can provide a variety of support for learning. There is a continuing
programme of staff development to ensure the provision of a high level of appropriate
support for students who have leamning difficulties and/or disabilities;

o Specilalist programmes are described in College prospectuses, and achlevements and
destinations are recorded and published;

o Counselling and welfare services are described in the College Student Guide, which is
issued to students together with the Complaints and Disciplinary Procedure leaflets at
induction; and

s The College has invested significantly in improving its facilities for Learners with Learning
Difficulties and Disabllitles.

Trade union facility time

The Trade Union (Facility Time Publication Requirements) Regulations 2017 require the
college to publish information on facility time arrangements for trade union officials at the
college

Numbers of employees who were relevant union FTE employee number |
officials during the relevant period
11 11
| Percentage of time Number of employees
0%
1-50% 1
' 51-99%
100%

14
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Total cost of facility ime | £14,366.81
Total pay bill | £20,699,147 !
' Percentage of total bill spent on facility time B | 0.07% |

Time spent on paid trade union activities as = 100%
a percentage of total paid facility time

Payment Performance

The College endeavours to pay all validated invoices within 30 days of the invoice date unless
different terms have been agreed with the supplier.

Disclosure of information to Auditor

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

Human Trafficking Statement

The College, as part of the Further Education Sector, recognises it has a responsibility to take
a robust approach to slavery and human trafficking under The Modemn Slavery Act 2015
(Transparency in Supply Chains) Regulations 2015.

The College is absolutely committed to preventing slavery and human trafficking in its
corporate activities and to ensuring that its supply chains are free from slavery and human
trafficking.

The College’s Slavery and Human Trafficking statement will be going to the Board for
approval on 19 December 2018. The statement will be available on the College website at
following approval by the Board.

Approved by order of the members of the Board on 19 December 2018
and signed on its behalf by:
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STATEMENT OF 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 2017 to 31% July 2018 and up to the date of approval of the
annual report and financial statements.

The College endeavours to conduct its business:
¢ |n accordance with the seven principles identified by the Committee on Standards in
Public Life (selflessness, integrity, objectivity, accountability, openness, honesty and
leadership);
= |nfull accordance with the guidance to colleges from the Association of Colleges in
The Code of Good Governance for English Colleges {“the Code”); and

In the opinion of the govemors, the College complies with the provisions of the Code and is
and it has complied throughout the year ended 31 July 2018. The Board of Governors
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 takes account of Code of Good Governance for English Colleges issued by
the Association of colleges in March 2015, which it formally adopted on 8 July 2015. The
Board of Governors

The members who served on the Board of Governors {the Board) during the year and up to the
date of signature of this report were as listed below:
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Name Date of Terms of Date of Status Committees Full Board |
Appointment(s) | Office Resignati Served Attendance
on/ End {up to 31.07.2018) {upto
. of Office 31.07.2018)
Mrs 8§ 1 August 2017 Until College TyneMet Local Board
Alexander 31.7.2020 Governor Audit 60%
Mr D Byrne October 2011 Until College SSMS Local Board
October 2012 31.7.2021 Governor Business Development 100%
October 2016
. 1 August 2017 L |
Mr G Clark July 2014 Until College Finance & Resources
July 2015 31.7.2022 Governor Performance Review 100%
1 August 2017 QA Sixth Form College
MrT Cornick | August 2015 Until College Audit
August 2016 31.7.2023 Govemnor Gov & Search 100%
1 August 2017 SSMS Local Board
PrG 1 August 2017 Untll College TyneMet Local Board
Cruickshank 31.7.2021 Governor Performance Review 100%
Business Development
Mr B Garner 1 August 2017 Until College TyneMet Local Board
31.7.2023 Governor Gov & Search
Audit 100%
Performance Review
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Mr N Longstaff (Director of Governance) acts as Clerk to the Board of Governors.

It is the Board's responsibility to bring independent judgement to bear on issues of strategy,

performance, resources and standards of conduct.

The Board is provided with regular and timely information at each meeting on the overall

financial performance of the College together with information on performance against funding
targets, proposed capital expenditure, quality matters, and human resource matters such as

health and safety and environmental issues. The full Board meets four times per year.
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Dr M Grady Nov 2015 Until College Finance & Resources
Nov 2016 31.7.2023 Governor STC (PVC) Local Board
1 August 2017 Quality and Standards 60%
Dr Winterbottom Ch Trust
Prof G Holmes | 1 August 2017 Until College Quality and Standards
31.7.2020 Governor Business Development 100%
Mr M Hottass 1 August 2017 Until Collage Finance & Resources
31.7.2025 Governor Quality and Standards 60%
Mr W Midgley | 2 August 2017 5 Months 31/7M18 College N/A
18 October 7 Months Governor 100%
2017 |
Mr M Overton | Nov 2014 Until College Audit
Nov 2015 31.7.2022 Governor Gov & Search 80%
1 August 2017 STC (PVC) Local Board
Mr A Reynler | July 2016 Until Staff SSMS Local Board 80%
| 31.7.2020 Govemnor |
MrC | 1 August 2017 Until College Gov & Search
Saccombe 31.7.2021 Govemnor Finance & Resources
Quality and Standards 100%
Dr Winterbottom Ch Trust
Mr A Walton March 2016 Untll College Finance & Resources
March 2017 31.7.2024 Governor Business Development 80%
1 August 2017 QA Sixth Form Coliege
Mr A Watts October 2011 Until College Finance & Resources
October 2012 31.7.2019 Governor STC (PVC) Local Board
October 2016 Business Development 100%
1 August 2017 Performance Review
|
Mrs S Wear | October 2013 Until College SSMS Local Board
October 2014 31.7.2021 Governor 80%
October 2017
| | 1 August 2017
Dr L Whiterod | Oct 2009 Whilst Chief Finance & Resources
employed as Executive Gov & Search
Chief Quality and Standards 100%
Executive Business Davelopment
'MrsJ 1 August 2018 College Audit
' Cuthbertson |l _ Governor
Ms B Neilson 18 Octaber 1 Year {office  31/7/18 Student QA Sixth Form College
2017 of Pres. of St. Governor Tyne Met Local Board 50%
Union)
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The Board conducts its business through a number of committees. Each committee has
terms of reference, composition and membership, which have been approved by the Board.
These Committees for 2017/18 were Audit, Governance and Search; Finance & Resources;
Quality and Standards, Performance Appraisal and Review and Local Boards for South
Tyneside College (Professional & Vocational), South Shields Marine School and Tyne
Metropolitan College. Several working groups were also established. In addition, the Board
also has joint committees established these being Career College North East Board and
Queen Alexandra Sixth Form College Committee. Full minutes of all meetings, except those
deemed to be confidential by the Board are available from Director of Governance, Tyne
Coast College (South Tyneside College site), St. George’s Avenue, South Shields, NE34 BET.

The composition of each Local Board included College Governors, representatives from the
local community and employers, staff and students.

The Director of Governance maintains a register of financial and personal interests of the
governors. The register is available for inspection at the above address.

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

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

The Board has an independent non-executive element and no individual or group dominates
its decision making process. The Board 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 judgment.

There is a clear division of responsibility in that the roles of the Chair of the Board and Chief
Executive (Accounting Officer) are separate.

Appointments to the Board

Any new appointments to the Board are a matter for the consideration of the Board as a
whole. The Board has a Governance and Search Committee, which is comprised of a
minimum of 5 members, which is responsible for the selection and nomination of new
members and for re-appointment of existing members for the Board’s consideration. The
Board is responsible for ensuring that appropriate training is provided, as required.

With the exception of the Chief Executive, Members of the Board are usually appointed for a
term of office not exceeding 4 years with a maximum length of office in total of 8 years.
However, those appointed to the Board as a direct result of the merger were given fixed terms.
The Chief Executive serves as a governor whilst in post.

Board Performance

The Board has a comprehensive self-assessment strategy on the effectiveness of its
performance, both as a collective and individually. To that end:

¢ All governors annually complete a review and development form and forward this to
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the Chair, in advance of a meeting with the Chair, at which they discuss and assess
their individual performance.

e The performance of the Chair is reviewed annually. Questionnaire responses are
forwarded by governors and by Senior Post Holders, to the Vice-Chair. The Vice Chair
(or in his/her absence the Director of Governance leads on the review outcomes and
provides a summary report to the Board on the outcome of the review.

» The performance of the Board is assessed annually. The Director of Governance leads
the review on behalf of the Chair, with individually completed questionnaires returned to
the Director of Governance, who provides a summary paper for the Board.

e Committees each review their performance annually against their terms of reference,
reporting on the outcomes of the assessment and making any arising
recommendations on changes to their terms of reference, o the Board.

e The Audit Committee reviews the performance of internal and external auditors
annually and make any arising recommendations to the Board.

* An annual reassessment of skills and experience is undertaken and the outcomes
made available to the Governance and Search Committee in their standing item
review of board membership and composition.

s Comply or Explain Statements are made against the Governance Code.

» The Clerk to the Board annually reviews (or sooner if required, e.g. due to legislative
changes) the Board's Instrument and Articles and supporting bye-laws, policies and
code of conduct.

In addition to the above the performance of the Chief Executive, Senior Post Holders and
the Director of Governancs is reviewed by the Performance Review and Appraisal
Committee annually and reported to the Board.

Performance Appraisal and Review Committee

Throughout the year ended 31 July 2018 the College’s Performance Appraisal and Review
Committee comprised a minimum of 4 members. The Committee’s responsibilities are to
make recommendations to the Board on remuneration and benefits of the Chief Executive, the
Director of Governance and senior post holders.

Details of senior post-holders remuneration for the year ended 31 July 2018 are set out in note
6 to the financial statements.

Audit Committee

The Audit Committee, comprises a minimum of 5 members of the Board (excluding the Chief
Executive and Chair). The Committee operates in accordance with written terms of reference
approved by the Board.

The Committee meets three times per year and provides a forum for reporting by the College’s
internal and financial statements auditors, who have access to the Committee for independent
discussion, without the presence of College management. The Committee also receives and
considers reports from the education funding bodies as they affect the College’s business.

The College’s internal auditors review the systems of internal control, risk management

controls and governance processes in accordance with an agreed plan of input and report
their findings to management and the Committee.
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Management i¢ responsible for the implementation of agreed recommendations and internal
audit undertake periodic follow up reviews to ensure such recommendations have been
implemented.

The Committee also advises the Board 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 Board.

Internal Control
Scope of responsibility

The Board is ultimately responsible for the College's system of internal control and for
reviewing its effectiveness. Howsver, such a system is designed to manage rather than
eliminate the risk of fallure to achieve business objectives, and can provide only reasonable
and not absolute assurance against material misstatement or loss.

The Board has delegated the day-to-day responsibility to the Chief Executive, as Accounting
Officer, for maintaining a sound system of internal control that supports the achievement of the
College’s policies, aims and objectives, whilst safeguarding the public funds and assets for
which she is personally responsible, in accordance with the responsibilities assigned to her in
the Funding Agreement between Tyne Coast College and the funding bodies. She is also
responsible for reporting to the Board any material weaknesses or breakdowns in intemnal
control.

The purpose of the system of internal control

The system of internal control is designed to manage rigk 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 the College
for the year ended 31 July 2018 and up to the date of approval of the annual report and
accounts.

Capacily to handle risk

The Board has reviewed the key risks to which the College is exposed together with the
operating, financial and compliance controls that have been implemented to mitigate those
risks. The Board is of the view that there is a formal ongoing process for identifying,
evaluating and managing the College's significant risks that has been in place for the year
ending 31 July 2018 and up to the date of approval of the annual report and accounts. This
process ig regularly reviewed by the Board.

The risk and control framework

The system of internal control is based on a framework of regular management information,
administrative procedures including the segregation of duties, and a system of delegation and
accountability. In particular, it includes:
¢ comprehensive budgeting systems with an annual budget, which is reviewed and
agreed by the Board,
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o regular reviews by the Board of periodic and annual financial reports which indicate
financial performance against forecasts;

setting targets to measure financial and other performance;

budgets delegated to Schools and Departments;

clearly defined capital investment control guidelines; and

the adoption of formal project management disciplines, where appropriate.

The College has an internal audit service, which operates in accordance with the requirements
of the ESFA’s Post 16 Audit Code of Practice. The work of the internal audit service is
informed by an analysis of the risks to which the College is exposed, and annual internal audit
plans are based on this analysis. The analysis of risks and the internal audit plans are
endorsed by the Board on the recommendation of the audit committee. At a minimum
annually, the Head of Internal Audit ("HIA") provides the Board with a report on internal audit
activity in the College. The report includes the HIA's independent opinion on the adequacy
and effectiveness of the College’s system of risk management, controls and governance
processes.

Review of effectivenass

As Accounting Officer, the Chief Executive has responsibility for reviewing the effectiveness of
the system of internal control. Her review of the effectiveness of the system of internal contro!
is informed by:

o the work of the internal auditors;

o the work of the executive managers within the College who have responsibility for the
development and maintenance of the internal control framework; and

* comments made by the College’s financial statements auditors, the reporting
accountant for regularity assurance and the appointed funding auditors in their
management letters and other reports.

The Accounting Officer has been advised on the implications of the result of her 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.

The senior executive group receives reports setting out key performance and risk indicators
and considers possible control issues brought to their attention by early warning mechanisms,
which are embedded within the departments and reinforced by risk awareness training. The
senior executive group and the Audit Committee also receive regular reports from internal
audit, which include recommendations for improvement. The Audit Committee's role in this
area is confined to a high-level review of the arrangements for internal control. The Board's
meeting papers include regular consideration of risk and control and receive reports thereon
from the senior management and the Audit Committes. The emphasis is on abtaining the
relevant degree of assurance and not merely reporting by exception. At its December 2018
meeting, the Board carried out the annual assessment for the year ended 31 July 2018 by
considering documentation from the senior management team and internal audit, and taking
account of events since 31 July 2018.
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Based on the advice of the Audit Committee and the Chief Executive, the Board is of the
opinion that the College has an adequate and effective framework for governance, risk
management and control, and has fulfilled its statutory responsibility for “the effective and
efficient use of resources, the solvency of the institution and the body and the safeguarding of
their assets”.

Approved by order of the members of the Board on 19 December 2018 and signed on
its behalf by:

hiterod
Chief Executive & Accounting Officer
19 December 2018 19 December 2018

ekl
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GOVERNING BODY'S STATEMENT ON THE COLLEGE’S REGULARITY, PROPRIETY
AND COMPLIANCE WITH FUNDING BODY TERMS AND CONDITIONS OF FUNDING

The Board has considered its responsibility to notify the Education and Skills Funding Agency
(ESFA) of material irregularity, impropriety and non-compliance with terms and conditions of
funding, under the college’s financial memorandum. As part of our consideration we have had
due regard to the requirements of the financial memorandum.

Wae confirm, on behalf of the Board, that after due enquiry, and to the best of our knowledge,
we are able to identify any material imegular or improper use of funds by the College, or
material non-compliance with the terms and conditions of funding under the College's financial
memorandum.

We confirm that no instances of material irregularity, impropriety or funding non-compliance
have been discovered to date. If any instances are identified after the date of this statement,
these will be notified to the ESFA.

L. Whiterod
Chlef Executive & Accounting Officer
19 December 2018 19 December 2018
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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 College’s Funding Agreement with the ESFA, 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 College Accounts Direction 2017 to
2018 issued by the ESFA, 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 Judgements and estimates that are reasonable and prudent
state whether applicable Accounting Standards have been followed, subject to any
material departures disclosed and explained in the financial statements

e assess the company's ability to continue as a going concern, disclosing, as applicable,
matters related to going concern; and

¢ use the going concern basis of accounting unless they either intend to liquidate the
company or to cease operations, or have no realistic alternative but to do so.

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

The Corporation Is responsible for keeping adequate 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. It is responsible for such internal
control as it determines is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error, and for taking steps that are
reasonably open to it in order to safeguard the assets of the College and to prevent and detect
fraud and other irregularities.

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 Kingdom govemning the preparation and dissemination of financial
statements may differ from legislation in other jurisdictions.

Members of the Corporation are responsible for ensuring that expenditure and income are
applied for the purposes intended by Parliament and that the financlal transactions conform to
the authorities that govern them.

In addition they are responsible for ensuring that funds from the ESFA are used only in
accordance with the Financial Memorandum with the ESFA and any other conditions that may
be prescribed from time to time. Members of the Corporation must ensure that there are
appropriate financial and management controls in place In order to safeguard public and other
funds and to ensure they are used properly.
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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 ESFA are not put at risk.

Approved by order of the members of the Corporation on 19 December 2018 and signed
on Its behalf by:
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INDEPENDENT AUDITOR'S REPORT TO CORPORATION OF TYNE COAST COLLEGE
Opinion

We have audited the financial statements of Tyne Coast College (“the College") for the year
ended 31 July 2018 which comprise the Statement of Comprehensive Incoms, Statement of
Changes In Reserves, Balance Shest and Statement of Cash Flows and refated notes, including
the accounting policies in note 1.

In our opinion the financial statements:

. give a true and fair view of the state of the College's affairs as at 31 July 2018, and of the
College's income and expenditure, gains and losses, changes in reserves, and cash flows,
for the year then ended; and

. have bean properly prepared In accordance with UK accounting standards, including FRS
102 The Financial Reporting Standard applicable in the UK and Republic of lreland, and
with the 2015 Statement of Recommended Praclice — Accounting for Further and Higher
Education.

Basls for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) ("ISAs
(UK)") and applicable law. Our regponsibliities are described below. We have fulfilled our ethical
responsibilities under, and are independent of the College In accordance with, UK ethical
requirements Inckiding the FRC Ethical Standard. We belleve that the audit evidence we have
obtalned Is a sufficlent and appropriate basle for our opinion.

Woe are required fo report to you If we have concluded that the use of the going concern basis
of accounting Is inappropriate or there is an undisclosed material uncertainty that may cast
significant doubt over the use of that basis for a perlod of at least twelve months from the date
of approval of the financial statements. We have nothing to report in these respects.

Other information

The Corporation is responsible for the other information, which comprises the Strategic Report
and the Governing Body's statement on the College’s regularity, propriety and compliance with
funding body terms and conditions of funding. Our opinion on the financial statements does not
cover the other information and, accordingly, we do not express an audit opinlon or any form of
assurance conclusion thereon.

Our responsibllity Is to read the other information and, in doing so0, conslder whether, based on
our financlal statements audit work, the Information therein Is materially misstated or
Inconsistent with the financlal statements or our audit knowledge. Based solely on that work,
we have not identified material misstatements in the other Information.

Matters on which we are required to report by exception

Under the Post-16 Audit Code of Practice 2017 to 2018 (March 2018) issued by the Education
and Skills Funding Agency we are required to report to you If, in our opinion:

+ adequate accounfing records have not been kept by the College; or

+ the College's financial statsments are not In agreement with the accounting records; or
¢ we have not recelved all the information and explanations we require for our audit

Wae have nothing to report in these respects.
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Corporation's responsibilities

As explained more fully in thelr statement set out on page 24, the Corporation Is responsible
for: the preparation of the financial statements and for being satisfied that they give a true and
fair view; such Internal control as it determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether dus to fraud or error; assessing
the College's abllity to continue as a going concern, disclosing, as applicable, matters related
to going concem; and using the going concem basis of accounting unless It either intends to
liquidate the College or to cease operations, or has no realistic alternative but to do so.

Auditor’'s responsibliities

Our objectives are to obtaln reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or eror, and to issue our
opinion In an auditor's report. Reasonable assurance Is a high level of assurance, but does not
guarantee that an audit conducted In accordance with 1SAs {UK) will always detect a materlal
misstatement when It exists. Misstatements can arlse from fraud or error and are considered
material if, Individually or In aggregate, they could reasonably be expected to influence the
economlic declsions of users taken on the basis of the financlal statements.

A fuller description of our responsibiliies is provided on the FRC's webslte at
www.fre.org.uk/audiforsresponsibliities.

The purpose of our audit work and to whom we owe our responsiblilities

This report Is made solely to the Corporation, In accordance with Article 22 of the Coflege’s
Articles of Government. Our audit work has been undertaken so that we might state to the
Corporation those matters we are required to state to them In an auditor’s report and for no
other purpose. To thefullestextent permitted by law, we do not accept or assume responsibillty
to anyone other than the College and the Corporation for our audit work, for this report, or for
the opinions we have formed.

dir

David Mitchell

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

KPMG LLP

Quayside House

110 Quayside

Newcastle upon Tyne

NE1 3DX

20December 2018

27



Tyne Coast College

REPORTING ACCOUNTANT’S ASSURANCE REPORT ON REGULARITY TO THE
CORPORATION OF TYNE COAST COLLEGE AND THE SECRETARY OF STATE FOR
EDUCATION ACTING THROUGH THE DEPARTMENT FOR EDUCATION ACTING
THROUGH THE EDUCATION AND SKILLS FUNDING AGENCY

In accordance with the terms of our engagement letter dated 2 October 2018 and further to
the requirements of the funding agreement with Education and Skills Funding Agency we have
carried out an engagement to obtaln limited assurance about whether anything has come to
our attention that would suggest that in all material respects the expenditure disbursed and
income recelved by Tyne Coast College during the period 1 August 2017 to 31 July 2018 have
not been applled to the purposes Identified by Parliament and the financlal fransactions do not
conform to the authorities which govem them.

The framework that has been appllied Is set out in the Post-16 Audit Code of Practice issued
by the Education and Sklills Furxling Agency. In line with this framework, our work has
spacifically not considered income recelved from the main funding grants generated through
the Individualised Leamner Record (ILR) retums, for which the Education and Skills Funding
Agency has other assurance amrangements in place.

This report is made solely to the corporation of Tyne Coast College and the Education and
Skiils Funding Agency In accordance with the terms of our engagement letter. Our work has
been undertaken so that we might state to the corporation of Tyne Coast College and
Education and Skills Funding Agency those matters we are required to state in a report and
for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responslbllity to anyone other than the corporation of Tyne Coast College and the Education
and Skills Funding Agency for our work, for this report, or for the conclusion we have formed.

Respective responsibliities of Tyne Coast College and the reporting accountant

The corporation of Tyne Coast College Is responsible, under the requirements of the Further &
Higher Education Act 1992, subssquent legislation and related regulations and guidance, for
ensuring that expenditure disbursed and Income recelved is applied for the purposes intended
by Pariiament and the financial transactions conform to the authorities which govern them.

Our responsibliitles for this engagement are to obtain limited assurance and report in
accordance with our engagement letter and the requirements of the Post-18 Audit Code of
Practice. Wae report to you whether anything has come fo our attention in carrying out our work
which suggests that in all material respects, expenditure disbursed and income received
during the period 1 August 2017 to 31 July 2018 have not been applied fo purposes intended
by Parllament or that the financlal transactions do not conform to the authoritles which govern
them.

Approach
We conducted our engagement in accordance with the Post-18 Audit Code of Practice lssued

by the Education and Skilils Funding Agency. We performed a limited assurance engagement
as defined In that framework.

The objective of a limited assurance engagement is to perform such procedures as to obtain

Iinformation and explanations in order to provide us with sufficient appropriate evidence to
express a negative conclusion on regularity.
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A limited assurance engagement Is more limlted 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 reascnable assurance
engagement. Accordingly, we do not express a positive opinion.

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

The work undertaken to draw our concluslon included:

e Documenting the framework of authorlties which govern the activities of the
College;

» Undertaking a risk assessment based on our understanding of the general
control environment and any weaknesses In Internal controls identified by our
audit of the financlal statements;

¢ Revlewing the self-assessment questionnaire which supports the representations
included in the Chair of Governors and Accounting Officer's statement on
regularity, propriety and compliance with the framework of authorities;

Testing transactions with related parties;

Confirming through enquiry and sample testing that the College has complied
with its procurement policies and that these policles comply with delegated
authorities; and

¢ Reviewing any evidence of impropriety resulting from our work and determining
whether it was significant enough to be referred to in our regularity report.

This list Is not exhaustive and we performed additional procedures designed to provide us with
sufficlent appropriate evidence to express a limlted assurance concluslon on regularity
consistent with the requirements of the Post-16 Audit Code of Practice.

Conclusion

In the course of our work, nothing has come to our attentfon which suggests that In all material
respects the expenditure disbursed and Income recelved during the period 1 August 2017 to
31 July 2018 has not been applied to purposes intended by Parllament and the financial
transactions do not conform to the authorities which govern them.

y

David Mitchell

For and on behalf of KPMG LLP, Reporting Accountant
Quayside House

110 Quayside

Newcastle upon Tyne

NE1 3DX

20 December 2018
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Tyne Coast College
Statement of Comprehensive Income
Notes Year ended Year ended
31 July 31 July
2018 2017
£'000 £'000 |
INCOME
Funding body grants 2 20,335 12,577
Tuition fees and education contracts 3 15,687 11,413
Other income 4 4,767 2,182
Investment income 5 21 30
Gain arising from combination with Tyne Metropolitan College 9 23,482 -
Total Income 64,272 26,202
EXPENDITURE
Staff costs 6 23,180 21,737
Restructuring costs 6 360 183
Other operating expenses 7 14,380 9,712
Depreciation 10 3,032 1,997
Interest and other finance costs 8 488 330
Total expenditure 41,450 33,059
Surplus / {deficit) before other gains and losses 22,822 {7,757)
Analysed as:
Operating (deficit) / surplus before exceptional items {660) 131
Gain arising from combination with Tyne Metropolitan College 9 23,482 -
Net pre-merger costs re Tyne Metropolltan College - (128)
Pension deficit settlement from Tyne Metropolitan College 6 - (7,760)
Operating surplus / (deficit) after exceptional items 22,822 {7,757)
Loss on disposal of assets 10 (75) (5)
Surplus / {deficit for the year) 22,747 (7,762)
Actuarial gain in respect of pension scheme 21 4,230 3,680
Total Comprehensive Income for the year 26,977 (4,082)
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Statement of Changes In Reserves

Income and
expenditure Revaluation
account reserve Total
£°000 £°000 £000
College
Balance at 1st August 2018 2,218 6,908 9,126
Deficit from the income and expenditure account (7,762) - (7,762)
Other comprehensive income 3,880 - 3,680
Transfers between revaluation and income and expenditure
resenes 172 (172) -
Total comprehensive income for the year ' {3,910) (172) (4,082)
Balance at 31st July 2017 (1,692) 6,736 5,044
Deficit from the Income and expenditure account 22,747 - 22,747
Other comprehensive income 4,230 - 4,230
Transfers between revaluation and income and expenditure
reserves 80 (80) -
Total comprehensive Income for the year 27,057 (80) 26,977
Balance at 31st July 2018 25,385 6,656 32,021
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Balance sheet as at 31 July 2018

Notes

2018 2017

£'000 £'000
Fixed assots
Tangible fixed assets 10 55,741 27,879
Heritage assets 10 324 324

56,065 28,203

Current asseis
Trade and other debtors 11 2,894 3,747
Cash and cash equivelents 16 6,650 8,377

9,544 12,124
Less: Creditors — amounts falling due within one year 12 (9,177)  (10,675)
Net current asseis 367 1,449
Total assets less current llabllities 56,432 29,652
Less: Creditors — amounts falling due after more than one year 13 (7.397) (6,048)
Provisions
Defined benefit chligations 15 (15,190)  (18,560)
Other provisions 15 (1,824) -
Total net assets 32,021 5,044
Unrestricted reserves
Income and expenditure account 25,3656 {1,692)
Rewaluation resene 6,656 6,736
Total unrestricted reserves 32,021 5,044

The financlal statements on pages 30 to 55 were approved and authorised for issue by the
Corporation on 19 December 2018 and were signed on its behalf on that date by:

Phtid

L Whiterod
Chalir Accounting Officer
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Tyne Coast College

Statement of Cash Flows
Notes

Cash Inflows from operating activities

Surplus / {deficit) for the year

AdJustment for non cash ltems:

Depreciation

Decrease / (Increase) in debtors

(Decrease) / Increase In creditors due within one year
Decrease In creditors due after one year

Decrease in provisions

Penslons costs less contributions payable

Gain relating to combination with Tyne Metropalitan College
Investment Income

Interest payable

Loss on disposal of fixed assets

Net cash flow from operating activities

Cash flows from Investing activities
Transfer from cument asset investments
Cash received on acquisition
Investment income

Payments mada to acquire fixed assets

Cash flows from financing actlvities

Interest paid

New unsecured lcans

Repayments of amounts borrowed

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

Cash and cash equlvalents at beginning of the year 16

Cash and cash equivalents at end of the year 16
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2018 2017
£7000 £'000
22,747 (7.762)
3,032 1,007
1,224 (1,235)
(3,585) 3,221
(373) (365)
(89} -
850 8,110
(23,482) -
(21) (30)
38 -
75 5
418 3,941
- 1,000
157 -
21 30
(2,108) (961)
(1,930) 69
(38) -
1,225 -
(1,400) -
213) .
(1,727) 4,010
8,377 4,367
6,650 8,377



Tyne Coast College
NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 JULY 2018

1. Statement of princlpal accounting policles

The following accounting policies have been applied consistently in dealing with items which
are considared material in relation to both the College 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 2016 to 2017 and in accordance with Finangcial
Reporting Standard 102 — “The Financial Reporting Standard applicable in the United
Kingdom and Republic of Ireland” (FRS 102). The College is a public benefit entity and has
therefore applied the relevant public benefit requirements of FRS 102.

The preparation of financial statements in compliance with FRS 102 requires the use of
certain critical accounting estimates. It also requires management to exercise judgement in
applying the College's accounting policies.

The functional and presentation currency of these financial statements is sterling. All amounts
in the financial statements have been rounded to the nearest £1,000.

Basls 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.

Going Concern

The activities of the College, together with the factors likely to affect its future development
and performance are set out in the Members Report. The financial position of the College, its
cash flow, liquidity and borrowings are presented in the financial statements and
accompanying notes.

The College has £1,250,000 of loans outstanding with Santander on terms negotiated in 2018
with £1,900,000 to be drawn down in 2018/19 for a new building on the Tyne Metropolitan
campus with all funds secured on the Marine Offshore and Safety Training Centre. The terms
of the agreement are 10 years. The college’s forecasts and financial projections indicate that
it will be able to operate within the covenants for the foreseeable future.

In addition to the £1,900,000 revolving credit facility with Santander, the College has a
£6,650,000 cash balance as at 31 July 2018.

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

Recognition of Income

Revenue Grant Funding

Government revenue grants include funding body recurrent grants and other grants and are
accounted for under the accrual model as permitted by FRS 102. Funding body recurrent
grants are measured in line with best estimates for the period of what is receivable and
depend on the particular income stream involved. Any under achievement for the Adult
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Tyne Coast College
NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 JULY 2018 CONTINUED

1. Statement of princlpal accounting policles {continued)

Education Budget is adjusted for and reflected in the level of recurrent grant recognised In the
income and expenditure account. The final grant income is normally determined with the
conclusion of the year end reconciliation process with the funding body following the year end,
and the results of any funding audits. 16-18 learner-responsive funding is not normally subject
to reconciliation and is therefore not subject to contract adjustments.

The recurrent grant from HEFCE represents the funding allocations attributable to the current
financial year and is credited direct to the Statement of Comprehensive Income.

Where part of a government grant is deferred, the deferred element is recognised as deferred
income within creditors and allocated between creditors due within cne year and creditors due
after more than one year as appropriate.

Grants (including research grants) from non-government sources are recognised in income
when the College is entitied to the income and performance related conditions have been met.
Income recelved in advance of parformance related conditions being met is recognised as
deferred income within creditors on the balance sheet and released fo income as the
conditions are met.

Capltal grant funding

Government capital grants are capitalised, held as deferred income and recognised in income
over the expected useful life of the asset, under the accrual model as permitted by FRS 102.

Other capital grants are recognised in income when the College is entitled to the funds subject
to any performance related conditions being met. Income received in advance of performance
related conditions being met is recognised as deferred income within creditors on the Balance
Sheet and released to income as conditions are met.

Fee Income

Income from tuition fees is stated gross of any expenditure which is not & discount and is
recognised in the period for which it is received.

Investment Income

All income from short-term deposits is credited to the income and expenditure account in the
period in which it is eamed on a receivable basis.

Agency arrangements

The College acts as an agent in the collection and payment of certain discretionary support
funds. Related payments received from the funding bodies and subsequent disbursements to
students are excluded from the income and expenditure of the College where the College is
exposed to minimal risk or enjoys minimal economic benefit related to the transaction.

Accounting for 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.

Teachers Pension Scheme (TPS)

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
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Tyne Coast College
NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 JULY 2018 CONTINUED

1. Statement of principal accounting policles (continued)

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 plan and the
contributions recognised as an expense in the income statement in the periods during which
services are rendered by employees.

Tyne and Wear Local Government Pension Scheme (LGPS)

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 quality corporate bond of equivalent term and currency to
the liabilities. The actuarial valuations are obtained at least triennially and are updated at each
balance sheet date. The amounts charged to operating surplus are the current service costs
and the costs of scheme introductions, benefit changes, settlements and curtailments. They
are included as part of staff costs as incurred.

Net interest on the net defined benefit liability/asset is also recognised in the Statement of
Comprehensive Income and 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 assefs is recognised in interest and other finance costs.

Actuarial gains and losses are recognised immediately in actuarial gains and losses.
Short 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 entitlement.

Enhanced Pensions

The actual cost of any enhanced ongoing pension to former members of staff is paid by a
college annually. An estimate of the expected future cost of any enhancement to the ongoing
pension of a former member of staff is charged in full to the College’s income in the year that
the member of staff retires. In subsequent years a charge is made to provisions in the balance
sheet using the enhanced pension spreadsheet provided by the funding bodles.

Non-current Assets - Tangible fixed assets

Tangible fixed assets are stated at cost / deemed cost less accumulated depreciation and
accumulated impairment losses. Certain items of fixed assets that had been revalued to fair
value on or prior to the date of transition to the 2015 FE HE SORP, are measured on the basis
of deemed cost, being the revalued amount at the date of that revaluation.

Where parts of a fixed asset have different lives, they are accounted for as separate items of
fixed assets.
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Tyne Coast College
NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 JULY 2018 CONTINUED

1. Statement of principal accounting policies (continued)
Land and Buildings

Freehold buildings are depreciated on a straight line basis over their expected useful lives as
follows:

¢ Roofing 2 to 20 years

* Refurbishment of existing buildings 15 to 50 years

» New Buildings 50 years

e Purchased buildings Assessment of economic life up to 50 years

Freehold land is not depreciated as it is considered to have an infinite useful life.

Freehold buildings are depreciated over their expected useful economic life to the College of
between 20 and 50 years. The College has a policy of depreciating major adaptations to
buildings over the period of their useful economic life of between 15 and 50 years.

Where land and buildings are acquired with the aid of specific government grants, they are
capitalised and depreciated as above. The related grants are credited to a deferred income
account within creditors, and are released to the income and expenditure account over the
expected useful economic life of the related asset on a systematic basis consistent with the
depreciation policy. The deferred income Is allocated between creditors due within one year
and those due after more than one year.

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 buildings, which were revalued in 1892 as deemed cost but to revalue the land and to
treat that as deemed cost but not to adopt a policy of revaluations of these properties in the
future.

Assets under construction

Assets under construction are accounted for at cost, based on the value of architects’
certificates and other direct costs, incurred to 31 July. They are not depreciated until they are
brought into use.

Subsequent expenditure on existing fixed assets

Where significant expenditure is incurred on tangible fixed assets after initial purchase it is
charged to income in the pericd it Is incurred, unless It increases the future benefits to the
College, in which case it is capitalised and depreciated on the relevant basis.

Equipment

Equipment costing less than £1,000 is recognised as expenditure in the period of acquisition.
All other equipment is capitalised at cost.

Equipment Is depreciated on a straight line basis over its useful economic life as follows:

Vehicles 5 years
Computing Equipment 2 - 10 years
Marine Simulation Unit up to 15 years
Other Equipment up to 10 years
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Tyne Coast College
NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 JULY 2018 CONTINUED

1. Statement of principal accounting policles (continued)

A review for impairment of a fixed asset is carried out if events or changes in circumstances
indicate that the carrying value of any fixed asset may not be recoverable. Shortfalls between
the carrying value of fixed assets and their recoverable amounts are recognised as
impairments. Impairment losses are recognised in the Statement of Comprehensive Income
and Expenditure.

Heritage Assets

The College has a number of historical artefacts and these are included at valuation.
Professional valuations are carried out every 5 years with changes in value being charged to
the revaluation reserve. The College does not depreciate these assets due to their nature.

The assets consist of a variety of objects of interest left to the College including paintings,
maritime Instruments (including telescopes, globes, sextants etc.), models of ships, trophies,
technical books and documents. These assets have been donated to the College who
maintain them and many of which are used for display purposes around the College. The
College uses these as part of a permanent collection and does not hold them for trading
purposes.

Borrowing costs

Borrowing costs which are directly attributable to the acquisition, construction or production of
a qualifying asset are capitalised.

Leased Assets

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

Maintenance of Premises

The cost of routine corrective maintenance is charged to the Statement of Comprehensive
Income in the period it is incurred.

Forelgn Currency Translation

Transactions in foreign currencies are recorded using the rate of exchange ruling at the date
of the transaction.

Taxation

The College is considered to pass the tests set out in Paragraph 1 Schedule 6 Finance Act
2010 and therefore it meets the definition of a charitable company for UK corporation tax
purposes. Accordingly, the College is potentially exempt from taxation in respect of income or
capital gains received within categories covered by sections 478-488 of the 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
small percentage of the VAT charged on its inputs. Irrecoverable VAT on inputs is included in
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Tyne Coast College
NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 JULY 2018 CONTINUED

1. Statement of principal accounting policles (continued)

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.

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 liquid investments that are readily convertible to
known amounts of cash with insignificant risk of change in valuse. An investment qualifies as a
cash equivalent when it has maturity of 3 months or less from the date of acquisition.

Financial liabilities and equity

Financlal liabillties and equity are classified according to the substance of the financial
instrument's contractual obligations, rather than the financial instrument's legal form.

All loans, investments and short term deposits held by the College are classified as basic
financial instruments in accordance with FRS 102. These instruments are initially recorded at
the transaction price less any transaction costs (historical cost). FRS 102 requires that baslc
financial instruments are subsequently measured at amortised cost, however the College has
calculated that the difference between the historical cost and amortised cost basis is not
material and so these financial instruments are stated on the balance sheet at historical cost.
Loans and investments that are payable or receivable within one year are not discounted.

Provisions and contingent llabllitles

Provisions are recognised when the College has a present legal or constructive obligation as a
result of a past event, it is probable that a transfer of economic benefit will be required to settle
the obligation and a reliable estimate can be made of the amount of the obligation.

Where the effect of the time value of money is material, the amount expected to be required to
settle the obligation is recognised at present value using a pre-tax discount rate. The unwinding
of the discount is recognised as a finance cost in the statement of comprehensive income in the
period it arises.

A contingent liability arises from a past event that gives the College a possible obligation whose
existence will only be confirmed by the occurrence or otherwise of uncertain future events not
wholly within the control of the College. Contingent liabilities also arise in circumstances where a
provision would otherwise be made but either it is not probable that an outflow of resources will
be required or the amount of the obligation cannot be measured reliably.

Contingent liabilities are not recognised in the balance sheet but are disclosed in the notes to
the financial statements.

The college has provisions for dilapidations calculated by the landlord of properties where the
lease is coming to an end in October 2018.

Agency arrangements

The College acts as an agent in the collection and payment of Discretlonary Support Funds
and Bursaries. Related payments received from the funding bodies and subsequent

39



Tyne Coast College

NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 JULY 2018 CONTINUED
1. Statement of principal accounting policies (continued)

disbursements to students are excluded from the income and expenditure of the College
where the College is exposed to minimal risk or enjoys minimal economic benefit related to
the transaction.

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

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

o Determine whether there are indicators of impairment of the group’s tangible assets,
including goodwill. Factore 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.

¢ Determine whether the combination with Tyne Metropolitan College was a Type B
acquisition.

Other key sources of estimation uncertainty
e Tangible fixed assels

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 technological innovation and
maintenance programmes are taken into account. Residual value assessments consider
issues such as future market conditions, the remaining life of the asset and projected
disposal values.

o Local Government Pension Scheme

The present value of the Local Government Pension Scheme defined benéefit 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
21, will impact the carrying amount of the pension liability. Furthermore a roll forward
approach which projects results from the latest full actuarial valuation performed at 31
March 2016 has been used by the actuary in valuing the pensions liability at 31 July 2017.
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.

e Fair value assessment

The assets and liabilities acquired by the College on combination with Tyne Metropolitan
College have been recognised at fair value. Land and buildings have been valued by an
independent external valuer as described in note 10.
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Tyne Coast College

Notes to the Accounts (continued)

2 Funding councll grants

Recurrent grants

Educaticn and Skllls Funding Agency - Adult
Education and Skills Funding Agency - 16-18
Higher Education Funding Council / Office for Students

Specific Grants

Education and Skills Funding Agency - Adult
Education and Skills Funding Agency - 16-18

Releases of govemment capital grants

Total

3 Tuitdon fees and education contracts

Adult education fees
Apprenticeship fees and contracts
Fees for FE loan supported courses
Fees for HE loan supported courses
intemational students fees

Total tuition fees

Education contracts

Total
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Year ended Year ended
31 July 31 July
2018 2017
£'000 £'000
4,568 3,248
13,223 7,313
883 440
1,094 994
261 169
316 413
20,335 12,577
Year ended Year ended
31 July 31 July
2018 2017
£'000 £'000
4,069 4,231
1,303 212
1,411 804
3,562 2,002
4,113 3,673
14,448 11,012
1,219 401
15,667 11,413




Tyne Coast College

Notes to the Accounts (continued)

4 Other Income

Catering and residences

Other income generating activities

Non funding body government capital grants
Misceltaneous income

Total

5 Investment income

Other invastment income

Total

42

Year ended Year ended
31 July 31 July
2018 2017

£°000 £°'000

1,237 1,217

811 303

192 49

2,727 613

4,767 2,182

Year ended Year anded
31 July 31 July
2018 2017

£'000 £'000

21 30

21 30




Tyne Coast College

Notes to the Accounts (continued)

8 Staffcosts

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

2018 2017
No. No.
Teaching staff 216 132
Non teaching staff 320 211
536 343

Staff costs for the above parsons
2018 2017
£°000 £'000
Wages and salarles 15,649 9,466
Social security costs 1,410 889
Other panslon costs (note 21) 3,445 2,034
Pension deficit settlement from Tyne Metropolitan College - 7,760
Payroll sub total 20,504 20,149
Contracted out staffing senvices 2,676 1,588
23,180 21,737
Restructuring costs - contractual 360 183
23,540 21,920

Included in the 2017 figures Is a £7,760,000 pension deficit settlement charge which relates to the
pre-merger LGPS deficit for Tyne Metropolitan College. The College had to accept this charge Into
last year accounts to awid the crystallisation of this liability,

Key management personnel

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 Senior Executive
Group which comprises the Chief Executive, Chief Finance Officer, 4 Principals and 1 Director. Staff
costs include compensation pald to key management personnel for loss of office.

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

2018 2017
No. No.

The number of key management perscnnel including the Accounting
Officer was: 7 5

43



Tyne Coast College

Notes to the Accounts (continued)
6 Staff costs (confinued)

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

Key management Other staff
personnel
2018 2017 2018 2017
No. No. Ne. No.
£50,001 to £60,000 2 1
£70,001 to £80,000 1 - -
£80,001 to £60,000 2 2 - -
£90,001 to £100,000 1 1 - -
£160,001 to £170,000 - 1 - -
£170,001 to £180,000 1 - - -
7 5 - -
Key manegement personnel emoluments are made up as follows:
2018 2017
£'000 £'000
Salaries 599 468
599 468
Pension contributions 87 78
Total emoluments 686 548

There were no amounts due to key management perscnnel that were walved In the year, nor any salary sacrifice
amangements In place.

The above emoluments include amounts payable to the Accounting Officer (who Is also the highest pald officer) of;

2018 2017
£'000 £'000
Salarles 177 181
Pension contributions 29 26

The members of the Corporation other than the Accounting Officer and the staff member did not recelve any payment
from the institution other than the reimbursement of trave! and subsistence expenses incurred in the course of their
duties.
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Tyne Coast College

Notes to the Accounts (continued)

7 Other operating expenses

Teaching costs
Non teaching costs
Premises costs

Total

Other operating expenses Include:

Auditors’ remuneration:
Financial statements audit
Intemal audit
Other senices proMded by the financial statements auditors
Other senices provided by the intemal auditors
Hire of assets under operating leases

8 Interest payable

On bank lean
Pension finance costs (note 21)

Total

9 Galnsrelating to combination with Tyne Metropolitan College

Fixed Assets

Holiday Accrual

Penslon provsion

Creditors

Trade and Cther Receivables

Cash

Deferred Capital Grants carried forward
Dilapidations provision

Total

Year ended Year ended
31 July 31 July
2018 2017
£000 £'000
7,805 5,513
3,814 2,613
2,771 1,586
14,390 9,712
2018 2017
£000 £°000
42 23
32 30
4 36
13 38
737 8356
2018 2017
£°000 £'000
38 -
450 330
488 330
2018
£'000
28,861
(334)
{1,298)
(2,878)
ar
157
(782)
(615)
23,482

On 1 August 2017, the College acquired the assets and liabllities of Tyne Metropolitan College, on its
dissolution. These assets and liabilities are shown above and have been recognised at fair value.

This net gain on combination does not include a £7,760,000 LGPS pension deficit settiement, which
was charged to the College In last year accounts to awold the crystallisation of this liability (see note 6).

The College has considered the customer related intangible assets position and has concluded that no
intangible assets have been realised as a result of this combination with Tyne Metropolitan College.
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Tyne Coast College

Notes to the Accounts {continued)
10 Tanglble fixed assets

Land and Assots In the

bulldings course of

Freehold Equipment construction Total

. £'000 £000 £'000

Cost or deemed cost
At 1 August 2017 46,502 7,286 - 53,788
Assets acquired on combination with Tyne 26,354 2,507 - 28,861
Metropolitan College
Additlons 393 732 983 2,108
Disposals (35) {1,800) - {1,835)
At 31 July 2018 73,214 8,625 983 82,822
Dapraclation
At 1 August 2017 22,017 3,802 - 25,009
Charge for the year 1,750 1,282 - 3,032
Elimination in respect of disposals (35) (1,825) - {1,860)
At 31 July 2018 23,732 3,349 - 27,081
Net book value at 31 July 2018 49,482 5,276 983 55,741
Net book value at 31 July 2017 24,485 3,304 - 27,879

On transition to FRS 102 freshold land and buildings are stated at deemed cost less accumulated depreciation and
accumulated impairment losses. An independent valuation of South Tyneside College freehold land was undertaken
as at 31 July 2016 and the falr value of freehold land assets is included within these financial statements. The
valuation was undertaken by BNP Paribas, a qualified firm of Chartered Surveyors in accordance with RICS
Standards and on an open market basis. Land and buildings Inherited from the Local Education Authority are held at
deemed cost, from a valuation based on the assets’ depreclated replacement cost for existing use as at the date of
Incorporation.

To ensure that the falr value of assets Is recognlsed In these accounts, Tyne Metropolitan College land and bulldings
were revalued as at 1 August 2017, with this valuation also being undertaken by BNP Paribas on a continulng use
basis. Tyne Metropalitan College equipment assets are recognised in these accounts based on thelr net book value,
which is considered by management to be egqual to their fair value.

Tangible fixed assats - heritage assats

The College owns a wide varlety of herltage assets, many of which ara assoclated with the College's marine history.
Some of these herltage assets are antiques which were prevously used In teaching and some of these assets have
been donated by sponsors. Examples of heritage assets owned by the college Include palntings, display models of
ships and navigational equipment. These assets are on display across the College and are the responsibliity of the
Principal - South Shields Marine School.

Cost or valuation £000
1 August 2017 324
31 July 2018 324

The college's external valuer, Anderson & Garland, carrled out a full revaluation of the college's heritage assets as at
31 July 2018. The College does not bellieve that there has been any material change In the value of these assets
since the last revaluation.
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Tyne Coast College

Notes to the Accounts {continued)

11 Debtors
2018 2017
£000 £'000
Amounts falling due within one year:
Trade debtors 1,581 3,078
Prepayments and accrued income 1,313 669
Total 2,894 3,747
12 CredIitors: amounts falling due within one year
2018 2017
£'000 £'000
Bank loans 125 -
Trade creditors 803 528
Payments received in advance 3,254 6,100
Holiday pay accrual 791 465
Other taxation and soclal security 366 238
Accruals and deferred Income 2,883 1,676
Deferred income - govemment capital grants 607 448
Amounts owed to the Education and Skills Funding Agency 348 1,220
Total 9,177 10,675
13 Creditors: amounts falling due after one year
2018 2017
£'000 £000
Bank loans 1,100 -
Deferred income - government capital grants 6,297 6,048
Total 7,397 6,048
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Notes to the Accounts (continued)
14 Maturity of debt

(a) Bank loans and overdrafts

Bank loans and overdrafts are repayable as foliows:

2018 2017

£'000 £°000
In one year or less 125 -
Betwsen one and two years 125 -
Between two and five years 375 -
In five years or more 600 -
Total 1,225 -

The College acquired a loan of £1,400,000 with Handelsbanken as a consequence of the
combination with Tyne Metropolitan College in August 2017. During the year, the college has
settled this loan with Handelsbanken and taken out a new 10 year loan with Santander, value
£1,225,000, to finance the building of a new construction centre at Tyne Metropolitan College.In
addition. the college had a £1,900,000 revolving credit agreement with Santander which was
drawn down between Saptember 2018 and December 2018.

15 Provisions

Defined Total
beneft  Enhanced
obligations Pensions Dilapldations

£000 £'000 £000 £°000

At 1 August 2017 18,560 - - 18,560
Arising on combination - 1,298 615 1,913
Expenditure in the year (1,730) (103) - {1,833)
(Release ) / charge In the year (1,640) 14 - (1,626)
At 31 July 2018 15,190 1,209 815 17,014

Defined benefit obligations relate to the liabilities under the College's membership of the Local
Govemment pension Scheme. Further details are given in Note 21.
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18 Cash and cash squivalents

At1 August Cash flows At 31 July
2017 2018
£'000 £'000 £'000
Cash and cash equivalents 8,377 (1,727) 6,650
Total 8,317 {1,727) 6,650
17 Capital commitments
2018 2017
£'000 £'000
Commitments contracted for at 31 .July 2,068 -
18 Financlal Instruments
2018 2017
£'000 £'000
Financial assets measured at amortised cost
Trade debtors 1,581 3,078
1,581 3,078
2018 2017
£'000 £'000
Financial liabilities measured at amortised cost
Bank loan 1,260 -
Trade creditors 803 528
Amounts owed to the Education and Skills Funding Agency 348 1,220
2,401 1,748

19 Lease Obligations

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

2018 2017
£'000 £'000
Futiurs minimum lease payments due
Land and bulldings
Not later than one year 66 N
Later than one year and not later than flve years 1 14
later than flve years 72 -
149 45
Other
Not later than one year 870 816
Later than one year and not later than five years 2,703 2,617
3,673 3,433
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20 Contingent liabllitles

The College provided a guarantee to its pension actuaries In respect of its cleaning contractor's participation
in the fund. The cleaning contractor exited the fund with effect from 31 March 2017 and an exit llabliity of
£80,500 has been calculated by the actuaries. The cleaning contractor has so far refused to mest this exit
liabllity with the consequence that the college, as guarantor, may be called upon to mest this exit liability.

On 26 October, the High Court handed down a judgment involving the Lloyds Banking Greup's defined benefit
pension schemes. The judgment concluded the schemes should be amended to equalise pension benefits
for men and women In relation to guarantead minimum pension benefits, “GMP”. The Govemment will need
to consider this outcome in conjunction with the Government’s recent consultation on GMP Indexation in
public sector schemes before concluding on any changes required to LGPS schemes.

21 Defined bensfit obligations

The College’'s employees belong te two principal post-employment benefit plans: the Teachers' Pension
Scheme England and Wales (TPS) for academic and related staff and the Local Government Pension
Scheme (LGPS) for non-teaching staff, which is managed by Tyne and Wear Pension fund. Both are multl-
employer defined-benefit plans.

Total pension cost for the year 2018 2017
£'000 £000

Teachers Pension Scheme: contributions paid 1,291 804

Local Govemment Penslon Scheme:

Contributions paid 1,730 1,210

FRS 102 (28) charge 410 20

Transfer of penslon deficit from Tyne Meiropolitan College - 7,760

Charge to the Statement of Comprehensive Income 2,140 8,990

Enhanced pension charge 14 -

Total Pension Cost for Year within staff costs 3,445 9,794

The pansion costs are assessed In accordance with the advce of independent qualified actuaries. The latest
formal actuarial valuation of the TPS was 31 March 2012 and of the LGPS 31 March 2016.

Contributions amounting to £307,000 (2017: £191,000) were payable to the scheme and are included In
creditors.

Teachers’ Penelon Scheme

The Teachers' Penslon Schems (TPS) is a statutory, contributory, defined benefit scheme, govened by the
Teachers' Penslons Regulations 2014. These regulations apply to teachers In schools and other educational
establishments, Including colleges. Membershlp Is automatic for teachers and lecturers at eligible
institutions. Teachers and lecturers are able to opt out of the TPS.

The TPS Is an unfunded scheme and members contribute on a 'pay as you go' basis — these contributions,
along with those made by employers, are credited to the Exchequer under amangements govemed by the
abowe Act. Retirement and other pension benefits are paid by public funds provided by Partiament.
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21 Defined benefit obligations (continued)

Under the definitions set out in FRS 102 (28.11), the TPS |s a multi-employer pension plan. The College is
unable to idertify its share of the underlying assets and liabliities of the plan.

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

The valuation of the TPS is carried out in line with regulations made under the Public Service Pension Act
2013. Valuations credit the teachers’ pension account with a real rate of retum assuming funds are invested in
notional Investments that produce that real rate of rstum.

The latest actuarial review of the TPS was caried out as at 31 March 2012. The valuation report was
published by the Departmaent for Education (the Department) on 9 June 2014. The key results of the valuation
ans;

= New employer contribution rates were set at 16.48% of penslonable pay (Including administration fees of
0.08%);

- total scheme liabilities (penslions currently In payment and the estimated cost of future beneflts) for serdce
to the effective date of £191,500 million, and notlonal assets (estimated future contributions together with the
notlonal Investments held at the valuation date) of £176,600 million giving a notional past serMce deficit of
£14,900 million;

- an employer cost cap of 10.9% of pensionable pay.

- the assumed real rate of retum Is 3.0% In excess of prices and 2% in excess of eamings. The rate of real
eamings growth ls assumed to be 2.75%. The assumed nominal rate of retum Is 5.06%.

The new employer contribution rate for the TPS was implemented in September 2015. The next valuation of
the TPS is cumently underway based on April 2016 data, whereupon the employer contribution rate Is
expected to be reassessed and will be payable at some point in 2019.

A full copy of the waluation report and supporting documentation can be found on the Teachers' Pension
Scheme webslte.

The pension costs paid to TPS in the year amounted to £1,291,000 (2017: £804,000)
Local Government Pension Scheme

The LGPS is a funded defined-benefit scheme, with the assets held in separate funds
adminstered by South Tyneside Local Authority. The total contribution made for the year ended
31 July 2018 was £2,120,072, of which employer's contributions totalled £1,735,279 and
employees’ contributions totalled £384,793. The agreed contribution rates for future years are
18.4% for employers and range from 5.5% to 12.5% for employees, depending on salary.

The following information Is based upon a full actuarial valuation of the fund at 31 March 2016
updated to 31 July 2017 by a qualified independent actuary.
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21 Defined benefit obligations (continued)

Local Government Penslon Scheme (continued)
Principal Actuarial Assumptions
The following information is based upon a full actuarial valuation of the fund at 1 March 2016 by a

qualified independent actuary.
At 31 July At 31 July

2018 2017
Rate of increase in salarles 3.60% 3.50%
Future pensions increases 2.10% 2.00%
Discount rate for scheme liabilities 2.80% 2.60%
inflation assumption (CP) 2.10% 2.00%
inflation assumption (RPI) 3.20% 3.10%

The cument mortallty assumptions include sufficient allowance for future improvements In
mortality rates. The assumed life expectations on retirement age 65 are:

At 31 July At 31 July

2018 2017
years years
Retiring today
Males 22.90 22.80
Females 26.40 26.30
Retiring In 20 years
Males 25.10 25.00
Females 28.70 28.60

The fair value of the plan assets and the return on those assets were as follows:

Asset Fair Value Assat Falr Value

allocation at 31 July allocation at 31 July

at 31 July 2018 at 31 July 2017

2018 2017

£000 £'000

Equities 67.30% 36,806 66.10% 33,083
Govemment Bonds 4.00% 2,188 3.90% 1,952
Corporate Bonds 11.40% 6,235 11.50% 5,756
Property 8.60% 4,703 9.00% 4,505
Cash 2.10% 1,148 3.90% 1,952
Other 6.60% 3,610 5.60% 2,802
Total market value of aseats 54,680 50,050
Actual return on plan assats 4,320 3,350
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21 Defined benefit obligations (continued)

Local Government Pension Scheme (continued)

The amount included in the balance sheet In respect of the defined benefit pension

plan Is as follows:

Fair value of plan assets
Present value of plan liabilities
Net pensions llablilty (Note 15)

Amounts recognised in the Statement of Comprehensive Income In respect of the plan

are as follows:

Amounts included In staff costs

Current senice cost

Transfer of pension deficit from Tyne Metropolitan College
Total

Amounts Included in Interest expense

Net interest on defined benefit llabllity (note 8)
Total

Amounts recognised In Other Comprehensive Income

Retum on pension plan assets
Experlence gains arising on defined benefit obligations

Amount recognised in Other Comprehensive Income

Movements in net defined benefit liability during the year

Deficit in scheme at 1 August

Movement in year:

Current senice cost

Employer contributions

Past senice cost

Net interest on the deflned pension liability

Transfer of pansion liability from Tyne Metropolitan College
Remeasurement gains on plan assets

Actuarial gain or loss

Net deflned benefit llabllity at 31 July

63

2018 2017
£'000 £'000
54,600 50,050
(69,880) (68,610}
(15,190) (18,560)
2018 2017
£'000 £'000
(2,130) (1,230)
- (7,660)
(2,140) (8,890)
450 330
450 330
3,010 2,690
1,220 980
4,230 3,680
2018 2017
£'000 £'000
(18,560) {14,130)
(2,130) (1,230)
1,730 1,210
(10) -
(450) (330)

- (7.760)

3,010 2,690
1,220 890
(15,190) (18,560)
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21 Defined benefit obligations (continued)
Local Government Pension Scheme (continued)

Movemaents In present value of defined benefit obligations

Defined benefit obligations at start of period (68,610) {41,630)
Current Senvce cost {2,130) (1,230)
interest expense on defined benefit obligation {1,760) {990}
Contributions by participants (390) {240}
Actuarial gains on liabilities 1,220 890
Net benefits pald out 1,800 1,080
Past Senica cost (10) -
Transfer from Tyne Metropolitan College - (26,600)
Definad benefit obligations at end of period {69,880) (68,810)
Movements in falr value of plan assets

Fair value of plan assets at start of period 50,050 27,500
income on assets 1,310 660
Remeasurement gain on plan assets 3,010 2,680
Contributions by the employer 1,730 1,210
Contributions by participants 390 240
Net benefits paid out {1.800) (1,090)
Transfer from Tyne Metropolitan Collega - 18,840
Assets at end of period 54,690 50,050

22 Related party transactions

Due to the nature of the College’s operations and the composition of the board of governors belng drawn
from local public and private sector organisations, It is inevitable that transactions will take place with
organisations in which a member of the board of govemors may have an interest. All transactions involving
such organisations are conducted at am's length and in accordance with the College's financial
regulations and normal procurement procedures.

Total expenses paid to or on behalf of Governors during the year were £2,006; 5§ govemors (2017: £248; 1
govemor). This represents travel and subsistence expenses and other out of pocket expenses incurred in
attending Govemor meeting, training and charity events In thelr official capacity.

No Governor has recelved any remuneration or waived payments from the college during the year (2017: No
payments were made direct to govemors; howewer the college reimbursed Groundworks South Tyneside
and Newcastls £5,000 for additlonal duties caried out by the College Chalr in review to the Area Review
process and the merger with Tyne Metropolitan College).
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22 Related party transactions {(continued)

Groundwork South Tyneside and Newcastie - a company In which A Watts (a governor of the
college during the year and Chair of Governors from 1 August 2018) is Executive Director.

In 2018, Groundworks provided £16,000 of training senvices (2017: £5,000). These senices was carried out
In accordance with the college's financial regulations.

Port of Tyne - a company where § Wear (a governor of the college) was an employee during the
year ending 31 July 2018.

in 2018, the college provided Port of Tyne with £13,000 (2017: £9,000) of training courses. The rates
charged to this company are consistent with the rates charged to other customers for these courses.

Flag C - a company where D Byme (a governor of the college) is a Director and shareholder.

In 2018, the college provided Flag C with £12,000 (2017: NIL) of computer modelling sendces. The rates
charged to this company are consistent with the rates charged to other customers for these sendces.

Tyne Coast Academy Trust - an academy trust sponsored by Tyne Coast College
in 2018, the college provided the academy trust with ICT, finance and management senvces at a total cost

of £83,000 (2017 £62,000), with these senices being provided at a less than cost basis due to the college
not charging the academy trust with a contributlon towards overheads.

23 Amounts disbursed as agent

Learner support funds
2018 2017
£'000 £°000
Funding body grants — bursary support 825 479
Funding body grants — residential bursaries 18 16
840 495
Disbursed to students (468) (429)
Administration costs {21) {25)
Balance unspent as at 31 July, included in creditors 351 4

Funding body grants are available solely for students. In the majority of instances, the College only acts as
a paying agent. In these circumstances, the grants and related disbursements are therefore excluded from
the Statement of Comprehensive Income.
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