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OBJECTIVES AND STRATEGY
The governing body present their annual report together with the financial statements and auditor's
report for Newham College for the year ended 31 July 2020.

Legal status
The Corporation was established under the Further and Higher Education Act 1992 for the purpose of
conducting Newham College of Further Education. The College is an exempt charity for the purposes
of Part 3 of the Charities Act 2011.
The Newham College Group made the following changes to its Group structure in 2019/20:
•

The Newham Training and Education Centre (NEWTEC) left the College Group on 30 July
2020. Prior to this, NEWTEC repaid the £370k long term loan which it owed to the College and
cleared the inter-company account balance of £166k.

•

The College has written off its investment of £25k in the East London College Alliances Limited
which was dissolved in December 2019.

•

Since the balance sheet date, it has been announced that Digital Skills Solutions (DSS) Ltd will
be dissolved and its activities assimilated into the college. Staff have been TUPE-transferred
to the college with effect from 1 October 2020 and DSS Ltd will cease trading as soon as
contractual obligations to customers are discharged or transferred to the college, with its
dissolution anticipated in early 2021.

Mission, Vision, Strategy and Objectives
College strategic vision statement
A learning and skills revolution leading to resilient, high achieving, prosperous residents and employers.
College mission statement
Skills, qualifications and progression for all by means of:
•

Learning that is demand led and customised to individual, business and community needs

•

Enabling success and progression for all, including those in the workforce and those at the
greatest distance from it in terms of social and economic exclusion

•

Constant improvement through specialisation and innovation.

College strategy
The current Strategic Plan builds on the theme of prioritisation for "Unleashing Your Potential", with
thirteen goals for ensuring access, success and progress. Achieving these goals requires
collaboration among Board members, staff, and students from across Newham College.
Progress is reported periodically to the Board of Governors and is overseen and delivered by the
Executive Board.
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The thirteen goals within the strategic plan are as follows:
Our strategy
is to ensure

Agreed Strategic Goal

1
ACCESS

SUCCESS

2

Continue to develop the widening participation agenda

3

Provide strong leadership and governance to support staff and students to
succeed

4

Lead and develop robust local, regional and national partnerships to maximise
influence in the learning and skills landscape

5

Deliver a curriculum that has at least 95% synergy with local and Local Enterprise
Partnership (LEP) skills priorities

6

Drive ambitious students centred quality teaching and learning to achieve
Outstanding Ofsted recognition

7
8
9

10
PROGRESS

Provide Learners with the skills, qualifications, support and enterprising ambition
to progress to further study and employment

11

Be a lead provider for three curriculum special isms in East London
Be a lead provider for high quality apprenticeships in London
Establish a new college campus that provides future proofed, safe, inclusive, high
quality, secular learning environments that enable students to achieve their
potential
To maintain at least Education and Skills Funding Agency (ESFA) 'Good' financial
health
To develop a robust commercial income strand to support growth

12

To create lean 'corporate core' services allowing resources to be focused on
service delivery

13

To develop systematic engagement with employers to meet employer needs and
maximise progression into employment

Governors last reviewed the College's vision, mission and strategy in 2017. The current strategic plan
runs from 2017-20 and will be rolled forward for a further year, to allow the leadership team and
governors time to fully consider the effect of COVID-19 on the way the College delivers its services.
For 2020/21, an assessment will be made on the extent to which the College uses the pandemic to
pivot from a pre-COVID to post-COVID world, with metries around the future role of technology in
learning; the College's role in leading collaboration; greater responsiveness of the curriculum offer to
the external economy; creating a casted infrastructure strategy and implementation plan; and putting
the College on a secure financial footing. Proposals will be presented to the December 2020
Corporation Board, which will inform the next Strategic Plan 2021-25, to be approved in July 2021.
Resources
The college employs 512 people, of whom 212 are teaching staff.
The college enrolled approximately 9,366 students. The college's student population includes 1,844
16-to-18-year-old students, 166 apprentices, 153 higher education students, 114 Pre16 students and
6,464 adult learners.
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The college has -£1.7 million (2019: £10.4 million of net assets) of net liabilities including £5.7 million
re-measurement of the defined pension liability (2019: £5.8 million) and long-term debt of £4.3 million
(2019: £4.3 million).
Tangible resources include the 2 main college sites, East Ham Campus and Stratford Campus. The
college also had £5,147k cash at bank as at 31 July 2020.
The college has a good reputation locally and nationally. In its last Ofsted Inspection in 2016 it was
rated Good in all areas.
Stakeholders
The College has many stakeholders including:
•
•
•
•
•
•
•

its current students and past students
its staff and their trade unions such as GMB & Unison
the local employers it works with, such as BARTS National Health Trust
London Borough of Newham
The Newham Chamber of Commerce
Greater London Authority (GLA)
Education and Skills Funding Agency (ESFA)

The College recognises the importance of the relationships with its stakeholders and is in regular
communication with them through the College internet site and by meetings.
Public benefit
Newham College is an exempt charity under the Part 3 of the Charities Act 2011 and 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 15 and 16. 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.
In delivering its mission, the college provides identifiable public benefits through the advancement of
education to approximately 9,366 students, including 117 students with high needs.
The college provides courses without charge to young people, to those who are unemployed and adults
taking English and maths course. The college adjusts its courses to meet the needs of local employers
and provides training to 166 apprentices. The college is committed to providing information, advice and
guidance to the students it enrols and to finding suitable courses for as many students as possible
regardless of their educational background.

DEVELOPMENT AND PERFORMANCE
Financial Results
The group generated a deficit before other gains and losses of £3, 790k (2019: deficit of £5,018k) with
total income of £38,091 k (2019: £40,364k). The decline in performance from the prior year was largely
due to a decrease in income caused by the COVID-19 pandemic and exceptional costs incurred in
relation to redefining the group structure also driven by COVID-19. The group made total expenditure
savings of £2,822k through a number of measures including renegotiating contracts and taking
advantage of the government's COVID-19 Job Relief (furlough) Scheme but has not fully offset the
decrease in income.
The group's financial health for 2019/20 has been self-assessed as 'Requires Improvement' versus a
target of 'Good'. Despite low bank borrowings and a strong cash balance, the group posted a negative
EBITDA primarily due to the various impacts of COVID-19.
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The college incurred exceptional costs of £481 k relating to restructuring activities primarily due to
COVID-19, which took place during May-July 2020 to right-size and right-skill the workforce for the
challenging year ahead. Further exceptional costs were incurred at year end when the college elected
to write off shares in, and a long-term loan of £2,267k to, DSS Ltd which was judged to be no longer
recoverable as a result of the impact of COVID-19 on DSS Ltd's trading outlook.
During September 2019, the college fell victim to an invoice fraud of £435k which negatively impacted
on out-turn and cash flow. This was immediately reported to the relevant agencies and although the
police identified substantive leads regarding the perpetrators, they discontinued their investigations due
to resourcing pressures and no funds were recovered.
At the balance sheet date, the group had net current liabilities of £318k (2019: £794k) and net assets
of £3,233k (2019: £12,7 49k), which include a net defined pension liability of £33,326k (2019: £25,379k).
The college has two small bank loans with Lloyds Bank and Barclays Bank. Prior to year-end, the
college identified that it might breach certain covenants as a result of COVID-19 impacts. The Lloyds
breach would have been solely due to the decision to write off the loan to DSS Ltd, and therefore
Lloyds proposed to amend their loan facility letter to delete that particular covenant which is no longer
included in their new loans. Barclays confirmed in writing prior to year-end that provided the minimum
cash balance covenant was met (it was comfortably exceeded), they would waive testing of their other
covenants.
Cash flows and liquidity
At £1 ,435k, (2019: £260k) net cash inflow from operating activities was reasonable bearing in mind the
exceptional challenges that COVID-19 posed.
During the year, the College took out a Salix loan of £769k, of which £618k was received in July 2020,
to replace current lighting with energy saving lights.
The size of the College's total borrowing and its approach to interest rates has been calculated to ensure
a reasonable cushion between the total of cost of servicing debt and operating cash flow. During the
year this cushion was sizeable; the interest paid of £26k was clearly exceeded comfortably by the net
cash inflow of £1 ,435k.
The COVI 0-19 pandemic had a clear impact on the College's commercial income streams, such as the
ticket sales at the Fashion & Textile Museum collapsing due to the museum closing its doors to the
public on 20 March 2020, thus affecting cash position and cash movements in year, however no
financial support was required from funders or bankers.
Developments
Group tangible and intangible fixed asset additions during the year amounted to £939k. This was split
between buildings improvements of £465k, equipment purchases of £414k and software £60k and in
the main related to the classroom upgrades and the continuing upgrade of IT software and hardware.
Reserves
The group has accumulated reserves of £3,233k (2019: £12,7 49k) and cash and short-term investment
balances (cash) of £5,308k (2019: £3,846k). The group wishes to continue to accumulate reserves and
cash balances in order to create a contingency fund to meet future capital requirements including match
funding for capital grant applications. Its capacity to increase reserves during the year was limited by
the impacts of COVID-19.
Sources of income
The group has significant reliance on the education sector funding bodies for its principal funding
source, largely from recurrent grants. In 2019/20, GLAIESFA provided 74.5% of the group's total income
and 80.9% (2019: 77.5%) of the College's total income. This increase of 3.4% is mainly due the
GLAIESFA continuing to pay the agreed contract values while commercial income sources dried up
during the lockdown caused by the COVID-19 pandemic.
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Group Companies
As at 31 July 2020 balance sheet date, the College had 5 subsidiary companies:
•
•
•
•
•

Digital Skills Solutions Limited - recorded a surplus of £ 1 ,623k (2019 £87k) primarily due to the
college decision to write off a long-term unsecured loan of £2,267k.
Learning Revolution Trust - recorded a deficit of £28.8k (2019: £11.6k) against income
generated of £19.6k (2019: £54.5k)
Newham Foundation - recorded a breakeven position
East London College Services Limited - did not trade
The Fashion & Textile Museum - did not trade

A sixth subsidiary NEWTEC exited the group prior to the balance sheet date although it is consolidated
in the Consolidated statement of comprehensive income, recording a deficit of -£531 k (2019 -£1 ,370k).
DSS Ltd's primary activity is delivering digital skills apprenticeships and it has successfully grown that
provision for several consecutive years. However, COVI D-19 has had a catastrophic impact on
employers' appetites to take on new apprentices (with a 50-70% reduction in new starts reported
nationally) and it was apparent prior to year-end that the future looked very uncertain for DSS Ltd. The
college therefore decided to write off both a long-term loan to DSS Ltd and its investment in DSS; and
has provided in its accounts for other potential costs associated with the loan write-off. During the year
the decision has been taken to assimilate DSS Ltd's activities into the college and ultimately to dissolve
the entity.

FUTURE PROSPECTS
Future developments
The college has invested recently in its facilities and IT equipment. This investment process will continue
in 2020/21 since both the estates and the IT facilities require a very substantial programme of capital
maintenance for health and safety and cyber risk mitigation purposes respectively.
The college has also expended substantial funds in measures to keep its student population and staff
safe from COVID-19 following government and Public Health England guidelines. Measures include but
are not limited to extensive signage, many hand sanitisers, Perspex screens, increased cleaning
regimes, daily anti-viral 'fogging' of all rooms and circulation spaces, provision of masks, wipe-clean
furniture and investment in hardware to enable 'blended' classes with learners dialling in remotely.
Based on current enrolment figures it appears that the college will achieve its student targets for
2020/21 although the impact of any further COVID-19 restrictions cannot be predicted.
Work continues to ensure all learners are engaged on their programmes of study, and to understand
their ability to work remotely, so if a further period of lockdown is required, the switch to a
blended/remote delivery model is seamless. This has included capturing at enrolment details of those
learners who live in digital poverty so that laptops may be procured via bursary funds to support them.
The simplification of the college group structure that started during 2019/20 with the college
relinquishing its membership of NEWTEC will continue in 2020/21 with the planned dissolution of DSS
Ltd which was announced during the year. Merger of DSS Ltd into the college will generate cost
efficiencies by eliminating duplicated functionality and will simplify the further education offer to learners
in the Newham borough.
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Financial Plan
The college governors approved a financial plan in July 2020 which sets objectives for the period 2021.
The college/group aims to achieve:
• a financial health rating of 'Good';
• a positive EBITDA and small operating surplus;
•
minimum 30 cash days in hand at balance sheet date;
• staff costs at or below 61 % of income generated
Adult education main grant budget and 16-19 funding were as planned in the year to 31 July 2020 and
are anticipated to remain at the same level for 2020/21.
The college undertook a restructuring programme at the end of the academic year 2020 and has
renegotiated several services contracts in response to financial pressures resulting from COVID-19,
which will reduce its operating costs in 2021.
Treasury policies and objectives
The college has treasury management arrangements in place to manage cash flow, banking
arrangements and the risk associated with those activities. The College has monies in a high interest
deposit account. All borrowing requires the authorisation of the corporation.
The college has no plans to increase borrowings and is confident that loans taken out will be repaid in
accordance with the scheduled repayment plan.
Reserves
The college has no formal Reserves Policy but recognises the importance of reserves in the financial
stability of any organisation and ensures that there are adequate reserves to support the college's core
activities. The college group's reserves include £nil (2019: £nil) held as restricted reserves. As at the
balance sheet date the Income and Expenditure reserve stands at -£23,378k (2019: -£14,212k). It is
the corporation's intention to increase reserves over the life of the strategic plan through the generation
of annual operating surpluses.
PRINCIPAL RISKS AND UNCERTAINTIES
The college has well developed strategies for managing risk and strives to embed risk management in
all that it does. Risk management processes are designed to protect its assets, reputation and
financial stability. The governing body has overall responsibility for risk management and its approach
to managing risks and internal controls is explained in the Statement on Corporate Governance.
A risk register is maintained at the college level which is reviewed at every meeting by the Audit & Risk
Committee and more frequently where necessary. The risk register identifies the key risks, the likelihood
of those risks occurring, their potential impact on the college and the actions being taken to reduce and
mitigate the risks. Risks are prioritised using a consistent scoring system.
The main risk factors affecting the college for the year ahead are outlined below along with the action
taken to minimise them. Not all the factors are within the college's control. Other factors besides those
listed below may also adversely affect the college.
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Risk
No.
1

2

3

Risk

Control I Mitigating Actions

Failure to generate a sustainable operating
surplus and re-build reserves to move out of
"Requires Improvement" back to "Good"
financial health and avoid a bank covenant
breach.
Failure to recruit and retain sufficient students
across all funding streams in a competitive
environment exacerbated by COVI D-19

The College has budgeted for an EBITDA
surplus of £2 million for 2020/21 which will be
closely monitored via various measures
including management accounts and funding
returns.
Revised schools engagement strategy actively engaging with >30 schools; running
'have a go' days; appointed new Schools
Liaison Officer; revised prospectus to be more
aspirational; rebased curriculum to grow higher
levels and mapped to LMI data.

Failure to maintain estate, facilities and IT
network/hardware
and ensure statutory
compliance

The £1.3 million FE Condition Allocation Grant
will enable the College to address urgent
capital maintenance concerns including
replacing boilers, fire alarm systems, CCTV
and some fire doors together with IT upgrades
funded from match funding. Salix loan has
funded low energy lighting project
While this will address the worst Health and
Safety concerns, many other estates capital
maintenance issues remain including buildings
beyond their economic life. The College will
bid for capital grants as details of next phases
of funding become available.

4
Failure to assimilate DSS into the College
activities and mitigate all risks e.g. HMRC
impose penalties for loan write-off, losing key
staff and customers; and continue to deliver
expected financial/quality outcomes;

TUPE transfer of staff to College payroll for 1
October; engage with key apprentice
employers to assure them of smooth
transition/continued good service; novate
across service contracts that cannot be
terminated
Utilising appropriate expertise in drafting the
application to HMRC for the written-off loan to
be considered as qualifying for charitable
exemptions.

5
Failure to respond appropriately to changing
threat/implications of Covid-19

Effective risk assessment and containment
measures for confirmed positive cases; close
ties with LBN Public Health.;
Teachers have hardware and skills to teach
remotely and to split classes; eLearning
materials are available in case of
lockdown/significant numbers self-isolating;
laptops are available for 16-18 learners in
digital poverty. Grant of £1 OOk from GLA to
fund some of this.
However still serious risks around additional
costs e.g. for cleaning; lack of laptops for
adults in digital poverty; and potential loss of
income with no continuation of support
measures previously in place
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INDICATORS

The college group's key performance indicators, targets and result are set out below.
Key performance indicator
Ooeratìnc surplus
Adjusted Current Ratio
EBITDA as % of income
Cash Days
Health Ratio

Measure / Tarnet
£200k or above
0.7:1.00
3%
20
Good

Actual for 2019/20
-£4,826k (deficit)
0.83
<O
60
Requires Improvement

Student achievements
Students continue to prosper at the college. Achievement rates remained high in 2019/20, students
moved into employment, further or higher education after they completed college.
Payment performance
The Late Payment of Commercial Debts (Interest) Act 1998, in the absence of agreement to the
contrary, requires organisations to make payments to suppliers within 30 days of the later of either the
provision of goods or services or the date on which the invoice was received. The target set by the
Treasury for payment to suppliers within 30 days is 95 per cent. The College aims to pay suppliers
promptly. All payments are in line with effective cash flow management within the College group. During
the accounting period 1 August 2019 to 31 July 2020, the College paid 95 per cent of its invoices within
30 days and/or within corporation approved policy. The College incurred no interest charges in respect
of late payment for this period.

EQUALITY AND DIVERSITY
Equality
The college is committed to ensuring equality of opportunity for all who learn and work here. We respect
and value positively differences in race, gender, sexual orientation, disability, religion or belief and age.
We strive vigorously to remove conditions which place people at a disadvantage, and we will actively
combat bigotry. This policy is resourced, implemented and monitored on a planned basis. The college's
Equality Policy is published on the college's website and Intranet site.
The college publishes an Annual Equality Report and Equality Objectives to ensure compliance with all
relevant equality legislation including the Equality Act 2010. The college undertakes equality impact
assessments on all new policies and procedures and publishes the results. Equality impact
assessments are also undertaken for existing policies and procedures on a prioritised basis.
The college is a 'Disability Confident' employer and has committed to the principles and objectives of
the standard. The college considers all employment applications from disabled persons, bearing in mind
the aptitudes of the individuals concerned, and guarantees an interview to any disabled applicant who
meets the essential criteria for the post. Where an existing employee becomes disabled, every effort is
made to ensure that employment with the college continues.
The college's policy is to provide training, career development and opportunities for promotion which,
as far as possible, provide identical opportunities to those of non-disabled employees.
The college has achieved accreditation to the Investors in People (liP) standard at the gold level. The
college also conducts regular Equality & Diversity training for all staff. Refresher training and training
for new starters is carried out on an ongoing basis.
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The college seeks to achieve the objectives set down in the Equality Act 2010:
a) As part of its accommodation strategy the college updated its access audit. Experts in this field
conducted a full access audit during 2008/09, and the results of this formed the basis offunding
capital projects aimed at improving access.
b) The college has appointed an Access and Inclusion Officer, who provides information, advice
and arranges support where necessary for students with disabilities.
c) There is a list of specialist equipment which the college can make available for use by students
and a range of assistive technology is available from the Additional Learning Support team.
d) The college admits all learners regardless of disability if it is able to meet their needs. Appeals
against a decision not to offer a place are dealt with under the complaints policy.
e) The college has made a significant investment in the appointment of specialist lecturers to
support students with learning difficulties and/or disabilities. There are a number of student
support assistants who can provide a variety of support for learning. There is a continuing
review of changing needs to ensure the provision of a high level of appropriate support for
students who have learning difficulties and/or disabilities.
f) Specialist programmes are described in college prospectuses, and achievements and
destinations are recorded and published in the standard college format.
g) Signposting to counselling and welfare services is included in the College Induction and Student
Handbook.
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 period

FTE employee number

4
Percentage of time

0.40
Number of employees

0%
1-50%

4

51-99%
100%

Total cost of facility time
Total pay bill

£18,336
£18,237k

Percentage of total bill spent on facility time

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

0.05%

100%
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GOING CONCERN
While the future impact of the COVI D-19 pandemic cannot be predicted with any certainty, the
College and Group has demonstrated its capacity to respond nimbly to changing circumstances and
will continue to do so. Any catastrophic financial impacts are likely to be felt sector-wide rather than by
Newham College alone and are therefore likely to require a sector-wide solution.
The corporation is not aware of any material uncertainties relating to events or conditions that may cast
significant doubt upon the College's ability to continue as a going concern.
In reaching this conclusion the Corporation has made an assessment of the College's ability to continue
as a going concern and has taken into account all available information about the future, including the
2- year Financial Plan submitted to the ESFA on 31st July 2020.
After making appropriate enquiries, the corporation considers that the college has adequate
resources to continue in operational existence for the foreseeable future. For this reason, it continues
to adopt the going concern basis in preparing the financial statements.
EVENTS AFTER THE REPORTING PERIOD
During the year it was announced that the subsidiary company DSS Ltd will transfer its activities to
the college; cease trading and dissolve.

DISCLOSURE OF INFORMATION TO AUDITORS
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.
Approved by order of the Members of the Corporation
behalf by:

on 15 December 2020 and signed on its

M Cumella
CHAIR OF THE BOARD
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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 2019 to 31 July 2020 and up to the date of approval of the annual report and financial
statements.
The college endeavours to conduct its business:
1.
2.

in accordance with the seven principles identified by the Committee on Standards in Public Life
(selflessness, integrity, objectivity, accountability, openness, honesty and leadership);
in full accordance with the guidance to colleges from the Association of Colleges in The Code
of Good Governance for English Colleges ("the Code")

In the opinion of the Governors, the College complies with and in some case exceeds all the provisions
of the Code, and it has complied throughout the year ended 31 July 2020. The Governing Body
recognises that, as a body entrusted with both public and private funds, it has a particular duty to
observe the highest standards of corporate governance at all times. In carrying out its responsibilities,
it takes full account of The Code of Good Governance for English Colleges issued by the Association
of Colleges in March 2015, which it formally adopted in September 2016.
THE CORPORATION
Members of the corporation
The members who served on the corporation during the year and up to the date of signature of this
report were as listed in the table below.
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Name

Date of appointment

Current Term
of office

Date of
resignation

Status of
appointment

Paul
Stephen

•

July 2017

-

-

100%

Martin
Cumella

•

February 2014
Reappointed July
2017
Appointed as
Corporation Chair
March 2019

3 years

-

Principal & CEO
/ Accounting
Officer
Independent
• Corporation Board
Governor
Chair
• Chair: Search /
Remuneration
Committees
• Member: Finance &
Resources

March 2012
Reappointed
March 2015
Reappointed
March 2018

3 years

-

Independent
Governor

100%

March 2012;
Reappointed
March 2015
Reappointed
March 2018

3 years

-

Independent
Governor

July 1993
Reappointed
December 2013
Reappointed July
2016
Term extended
October 2018 for 1
year
Term extended
March 2019 until
July 2021

3 years

May 2020

Independent
Governor

• Chair: Curriculum &
Quality Committee
• Corporation Board Vice
Chair

100%

September 2017
Reappointed July
2020
July 2001
Reappointed
December 2013
Reappointed July
2017
Term extended in
July 2020 until
July 2021

3 years

-

Independent
Governor

• Member: Finance &
Resources

75%

3 years

-

Independent
Governor

• Chair: Curriculum
Quality Committee
(from June 2020)
• Member: Search
Committee
• Member: Audit & Risk
Committee
• Safeguarding Lead
Governor

80%

•
•

Andrew
Edwards

•
•
•

Andrew
Hughes

•

•
•

Linda
Jordan

•
•
•
•
•

Lorraine
Reader

•
•

Quintin
Peppiatt

•
•
•
•

Committees Served

• Chair: Staff Voice
• Vice Chair: Student
Consultative Forum
• Vice Chair: Curriculum
& Quality Committee
• Member: Audit &Risk
Committee
• Member: Finance &
Resources
• Member: Search
Committee

Board
Attendance

100%

75%

David
Surdeau

•
•

December 2015
Reappointed
December 2018

3 years

-

Independent
Governor

• Corporation Board Vice
Chair
• Chair: Finance &
Resources Committee

90%

Lloyd
Johnson

•

September 2017
Reappointed July
2020

3 years

-

Independent
Governor

• Chair: Staff Voice
• Member: Student
Consultative Forum
• Member: Audit and
Risk Committee

75%

•
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Name

Date of appointment

Current Term
of office

Date of
resignation

Status of
appointment

Julianne

• October 2018

3 years

October
2020

Independent
Governor

Mubin
Ahmed

• October2018

3 years

-

Staff Governor

Bobby
Seagull

• March 2019

3 years

-

Independent
Governor

James
Beckles

• March 2019

3 years

-

Independent
Governor

Irfan
Umarji
Claire
Helman
Richard
Matovu
Daniel
Abraham

• March 2019

3 years

-

• March 2019

3 years

-

• December201 9

3 years

-

• July 2020

3 years

October
2020

Independent
Governor
Independent
Governor
Student
Governor
Student
Governor

Marriott

Committees Served

Board
Attendance

50%
• Member: Student
ConsultativeForum
• Member: Staff Voice
• Member: Finance&
Resources
• Member: Curriculum&
Quality Committee
• Member: Student
ConsultativeForum
• Member: Curriculum &
Quality Committee
Member: Student
ConsultativeForum
• Chair: Audit & Risk
Committee
• Member: Curriculum&
Quality Committee
• Member: Student
ConsultativeForum
• Member: Student
ConsultativeForum

100%
75%

50%

100%
100%
100%
-

The Governance framework
It is the Corporation's responsibility to bring independent judgement to bear on issues of strategy,
performance, resources and standards of conduct.
The Corporation is provided with regular and timely information on the overall financial performance of
the college together with other information such as performance against funding targets, proposed
capital expenditure, quality matters and personnel-related matters such as health and safety and
environmental issues. The Corporation meets 4 times per annum plus a residential conference.
The Corporation conducts its business through a number of committees. Each committee has terms of
reference, which have been approved by the Corporation. These committees are Search Committee,
Remuneration Committee, Audit & Risk Committee, Finance & Resources Committee, Curriculum &
Quality Committee, Staff Voice and the Student Consultative Forum. Full minutes of all meetings, except
those deemed to be confidential by the Corporation, are available on the college's website
www.newham.ac.uk or from the clerk to the Corporation at the college's registered address.
During the COVID-19 pandemic all committees have been able to hold meetings and uphold their duties
in the usual way by using TEAMS, which is the college's meeting platform.
The clerk to the Corporation maintains a register of financial and personal interests of the governors.
The register is available for inspection at the above address.
All governors are able to take independent professional advice in furtherance of their duties at the
college's expense and have access to the clerk to the Corporation, who is responsible to the Board for
ensuring that all applicable procedures and regulations are complied with. The appointment, evaluation
and removal of the clerk are matters for the Corporation as a whole.
Formal agendas, papers and reports are 'supplied to governors in a timely manner, prior to Board
meetings. Briefings are provided on an ad hoc basis.
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The Corporation has a strong and independent non-executive element and no individual or group
dominates its decision-making process. The Corporation considers that each of its non-executive
members is independent of management and free from any business or other relationship which could
materially interfere with the exercise of their independent judgement.
There' is a clear division of responsibility in that the roles of the Chair and Accounting Officer are
separate.
Appointments to the Corporation
Any new member appointments to the Corporation are a matter for the consideration of the Corporation
as a whole. The Corporation has a search committee, consisting of three members of the Corporation,
which is responsible for the selection and nomination of any new member for the Corporation's
consideration. The Corporation is responsible for ensuring that appropriate training is provided as
required.
Members of the corporation are appointed for a term of office not exceeding three years.
Corporation performance
The Corporation carried out a self-assessment of its own performance for the year ended 31 July
2020 and graded itself as "Good" on the Ofsted scale.
Corporation performance is reviewed regularly and includes Financial Performance Reviews, Quality
and Teaching training, Self-Assessment Report (SAR), Annual Self-Assessment. A considerable focus
on Corporate Performance has ensured College Performance has been significantly improved across
a number of key areas within the College. This focus will continue during 2020/21 as the colleges strives
to achieve OFSTED 'outstanding' performance.
Remuneration Committee
Throughout the year ending 31 July 2020 the college's Remuneration Committee comprised three
members of the Corporation. The Committee's responsibilities are to make recommendations to the
Board on the remuneration and benefits of the Accounting Officer and other key management
personnel.
Details of remuneration for the year ended 31 July 2020 are set out in note 8 to the financial statements.
Audit & Risk Committee
The Audit & Risk Committee comprises three members of the Corporation (excluding the Accounting
Officer and Chair) and a co-optee. The Committee operates in accordance with written terms of
reference approved by the Corporation.
The Audit & Risk Committee meets on a termly basis and provides a forum for reporting by the college's
internal auditors, reporting accountants and financial statements auditors, who have access to the
Committee for independent discussion without the presence of college management. The Committee
also receives and considers reports from the main FE funding bodies as they affect the college's
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 Audit Committee.
Management is responsible for the implementation of agreed audit recommendations and internal audit
undertakes periodic follow-up reviews to ensure such recommendations have been implemented.
The Audit & Risk Committee also advises the Corporation on the appointment of internal auditors,
reporting accountants and financial statements auditors and their remuneration for audit and non-audit
work as well as reporting annually to the Corporation.
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Committee

The Search Committee meets three times a year, or as required, to consider and make
recommendations concerning the filling of any vacancy on the Board or its committees. It also considers
and makes recommendations to the Board on the Board's composition in terms of skills, experience
and balance. It has a membership of up to seven: Chair, Accounting Officer, 2 Board members and up
to 3 co-opted members.
Finance and Resources Committee
The Finance and Resources Committee is required, by agreement, to consider the College's
accommodation strategy and capital programme and make recommendations to the Board, on
appointments, procurement strategy, contracts and progress.
Its membership consists of six
corporation members and up to two co-optees.
Curriculum and Quality Committee
The Curriculum Standards and Performance Committee meets three times a year with the purpose of
considering quality improvement strategies, including the setting of targets for student retention,
achievement and forms views about how best to achieve the College's strategy of meeting the needs
of Newham residents. Its membership consists of four Governors and one co-opted member.
The Staff Voice
The Staff Consultative Committee meets three times a year and provides an opportunity for consultation
between the Board and the employees of the College to discuss educational issues, the mission of the
College, the strategic aims of the College, effective use of resources and the solvency of the College.
Its membership consists of three Governors (including the Chair or his nominee) and up to nine
members of staff.
The Student Consultative Forum
The Student Consultative Forum meets three times a year and gives students an opportunity to ask
senior post-holders and Governors questions about the quality of the teaching and learning within
College. Membership consists of four governors including the student governors.
INTERNAL CONTROL
Scope of responsibility
The Corporation is ultimately responsible for the College's system of internal control and for reviewing
its effectiveness. However, such a system is designed to manage rather than eliminate the risk of failure
to achieve business objectives, and can provide only reasonable and not absolute assurance against
material misstatement or loss.
The Corporation has delegated the day-to-day responsibility to the Principal, as Accounting Officer, for
maintaining a sound system of internal control that supports the achievement of the College's policies,
aims and objectives, whilst safeguarding the public funds and assets for which he is personally
responsible, in accordance with the responsibilities assigned to him in the Funding Agreement between
Newham College and the funding bodies. He is also responsible for reporting to the Corporation any
material weaknesses or breakdowns in internal control.
The purpose of the system of internal control
The system of internal control is designed to manage risk to a reasonable level rather than to eliminate
all risks 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.
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The system of internal control has been in place in Newham College for the year ended 31 July 2020
and up to the date of approval of the annual report and accounts.
Capacity to handle risk
The Corporation has reviewed the key risks to which the College is exposed together with the operating,
financial and compliance controls that have been implemented to mitigate those risks. The Corporation
is of the view that there is a formal ongoing process for identifying, evaluating and managing the
College's significant risks that has been in place for the period ending 31 July 2020 and up to the date
of approval of the annual report and accounts. This process is regularly reviewed by the Corporation.

The risk and control framework
The system of internal control is based on a framework of regular management information,
administrative procedures including the segregation of duties, and a system of delegation and
accountability. In particular, it includes:
•

comprehensive budgeting systems with an annual budget, which is reviewed and agreed by
the governing body

•

regular reviews by the governing body of periodic and annual financial reports which indicate
financial performance against forecasts

•

setting targets to measure financial and other performance

•

clearly defined capital investment control guidelines

•

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 Corporation on the
recommendation of the audit & risk committee. At minimum, annually, the Head of Internal Audit (HIA)
provides the governing body with a report on internal audit activity in the College. The report includes
the HIA's independent opinion on the adequacy and effectiveness of the College's system of risk
management, controls and governance processes.

Risks faced by the Corporation
The Corporation has undertaken further work during the year to develop and embed the system of
internal control, including financial, operational and risk management which is designed to protect the
College's assets and reputation by identifying, evaluating and managing risk in order to judge the
materiality of the impact these could pose on key operations.
Based on the strategic plan, the Executive Board undertakes a comprehensive review of the risks to
which the College is exposed. The Executive Board identifies systems and procedures, including
specific preventable actions to mitigate any potential impact on the College. The internal controls are
implemented and the subsequent year's appraisal reviews their effectiveness and progress against risk
mitigation actions.
Control weaknesses identified
An internal control weakness in the college's system came to light in September 2019 when a fraudulent
invoice was paid in error due to the lack of proper checks being conducted on the bank account details.
In response to this a number of steps where introduced before a supplier can be paid, including
independent check of new suppliers' bank details. The audit & risk committee is satisfied that the action
taken is sufficient to address the control weakness.
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Responsibilities under funding agreements
The Corporation has met its contractual responsibilities under its funding agreements and contracts
with the ESFA by submitting the required data and working closely with the ESFA on all matters
financial.
Statement from the Audit & Risk Committee
The audit & risk committee has advised the board of governors that the Corporation has an effective
framework for governance and risk management in place. The audit & risk committee believes the
Corporation has effective internal controls in place.
The specific areas of work undertaken by the audit & risk committee in 2019/20 and up to the date of
the approval of the financial statements are:
•

General Ledger review:
o Overall, it is considered that the processes in place around the month end elosedown,
ledger reconciliations, journal entries, and cost centre management are effective and
found no exceptions or issues of concern to raise.
o

Through review of the controls in place to manage access rights to the Finance System,
it was found the existing password parameters needed to be strengthened.

Due to the COVID-19 pandemic the outstanding elements of the internal audit plan were reviewed and
a new plan agreed in order to move forward. Some if not all of the agreed work could be carried out by
remote working.
Review of effectiveness
As Accounting Officer, the Principal has responsibility for reviewing the effectiveness of the system of
internal control. His review of the effectiveness of the system of internal control is informed by:
•

the work of the internal auditors

•

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

•

comments made by the college's financial statements auditors, the reporting accountant for
regularity assurance, the appointed funding auditors (for colleges subject to funding audit) in
their management letters and other reports.

The Accounting Officer has been advised on the implications of the result of their 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 management team receives reports setting out key performance and risk indicators and
considers possible control issues brought to their attention by early warning mechanisms, which are
embedded within the departments and reinforced by risk awareness training. The senior management
team and the Audit Committee also receive regular reports from internal audit and other sources of
assurance, which include recommendations for improvement.
The Audit Committee's role in this area is confined to a high-level review of the arrangements for internal
control. The Corporation's agenda ineludes a regular item for consideration of risk and control and
receives reports thereon from the senior management team and the Audit Committee. The emphasis is
on obtaining the relevant degree of assurance and not merely reporting by exception. At its October
2020 meeting, the Corporation carried out the annual assessment for the year ended 31 July 2020 by
considering documentation from the senior management team and internal audit and taking account of
events since 31 July 2020.
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Based on the advice of the Audit Committee and the Accounting Officer, the Corporation is of the
opinion that the college has an adequate and effective framework for governance, risk management
and control, and has fulfilled its statutory responsibility for "the effective and efficient use of resources,
the solvency of the institution and the body and the safeguarding of their assets".
Approved by order of the members of the Corporation on 15 December 2020 and signed on its
behalf by:

Martin Cumella
CHAIR OF THE BOARD

Paul Stephen
ACCOUNTING OFFICER
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Governing Body's Statement on the College's Regularity, Propriety and Compliance with the
Funding Body terms and conditions of funding
The corporation has considered its responsibility to notify the Education and Skills Funding Agency
(ESFA) of material irregularity, impropriety and non-compliance with terms and conditions of funding,
under the corporation's grant funding agreement and contracts with the ESFA. As part of our
consideration we have had due regard to the requirements of the grant funding agreements and
contracts with the ESFA.
We confirm on behalf of the corporation that after due enquiry, and to the best of our knowledge, we
are able to identify any material irregular or improper use of funds by the corporation, or material noncompliance with the terms and conditions of funding, under the corporation's grant funding agreements
and contracts with the ESFA, or any other public funder.
We confirm that one instance of material irregularity and no instances of impropriety or funding noncompliance have been discovered to date. In September 2019 a fraudulent invoice was paid in error
because proper checks were not conducted on the bank account details. The College has taken steps
to strengthen its controls and re-train staff to prevent any future reoccurrences. If any further instances
are identified after the date of this statement, these will be notified to the Education and Skills Funding
Agency.

Martin Cumella
CHAIR OF THE BOARD
15 December 2020

Paul Stephen
ACCOUNTING OFFICER
15 December 2020

Statement of Responsibilities of the Members of the Corporation
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The members of the corporation, as charity trustees, are required to present audited financial
statements for each financial year.
Within the terms and conditions of the corporation's grant funding agreements and contracts with
ESFA, the corporation - through its Accounting Officer - is required to prepare financial statements and
an operating and financial review for each financial year in accordance with the Statement of
Recommended Practice - Accounting for Further and Higher Education, ESFA's college accounts
direction and the UK's Generally Accepted Accounting Practice, and which give a true and fair view of
the state of affairs of the corporation and its surplus / deficit of income over expenditure for that period.
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 UK Accounting Standards have been followed, subject to any
material departures disclosed and explained in the financial statements

•

assess whether the corporation is a going concern, noting the key supporting assumptions
qualifications or mitigating actions as appropriate

•

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

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 corporation.
The corporation is responsible for keeping proper accounting records which disclose, with reasonable
accuracy at any time, the financial position of the college and which enable it to ensure that the financial
statements are prepared in accordance with relevant legislation including the Further and Higher
Education Act 1992 and Charities Act 2011, and relevant accounting standards. It is responsible for taking
steps that are reasonably open to it to safeguard its assets and to prevent and detect fraud and other
irregularities.
The corporation is responsible for the maintenance and integrity of the its website; the work carried out
by auditors does not involve consideration of these matters and, accordingly, the auditors accept no
responsibility for any changes that may have occurred to the financial statements since they were initially
presented on the website. Legislation in the United Kingdom governing the preparation and dissemination
of financial statements may differ from legislation in other jurisdictions.
Members of the corporation are responsible for ensuring that expenditure and income are applied for the
purposes intended by Parliament and that the financial transactions conform to the authorities that govern
them. In addition, they are responsible for ensuring that funds from the ESFA and any other public funds
are used only in accordance with the ESF A's grant funding agreements and contracts and any other
conditions that may be prescribed from time to time by the ESFA or any other public funder. Members of
the corporation must ensure that there are appropriate financial and management controls in place to
safeguard public and other funds and ensure they are used properly. In addition, members of the
corporation are responsible for securing economical, efficient and effective management of the
corporation's resources and expenditure so that the benefits that should be derived from the application
of public funds from the ESFA and other public bodies are not put at risk.
Approved by order of the members of the corporation on 15 December 2020 and signed on its
behalf by:

Martin Cumella
CHAIR OF THE BOARD
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INDEPENDENT AUDITOR'S REPORT TO THE CORPORATION OF NEWHAM COLLEGE OF
FURTHER EDUCATION
Opinion
We have audited the financial statements of Newham College of Further Education (the "College") and
its subsidiaries (the "Group") for the year ended 31 July 2020 which comprise the consolidated and
College statements of comprehensive income, the consolidated and College balance sheets, the
consolidated and College statements of changes in reserves, the consolidated and College statement
of cash flows and notes to the financial statements, including a summary of significant accounting
policies. The financial reporting framework that has been applied in their preparation is United Kingdom
accounting standards, including FRS 102 "The Financial Reporting Standard applicable in the UK and
Republic of Ireland" (United Kingdom Generally Accepted Accounting Practice).
In our opinion the financial statements:
• give a true and fair view of the state of the Group's and of the College's affairs as at 31 July 2020
and of the Group's and the College's deficit of income over expenditure for the year then ended; and
• have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice.
Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor's
responsibilities for the audit of the financial statements section of our report. We are independent of the
Group and College in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, including the FRC's Ethical Standard and we have fulfilled our other
ethical responsibilities in accordance with these requirements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.
Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require
us to report to you where:
• the governors' use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or
• the governors have not disclosed in the financial statements any identified material
uncertainties that may cast significant doubt about the Group's or the College's ability to
continue to adopt the going concern basis of accounting for a period of at least twelve months
from the date when the financial statements are authorised for issue.
Other information
The governors are responsible for the other information.
The other information comprises the
information included in the Members' Report and Financial Statements other than the financial
statements and our auditor's report thereon. The governors are responsible for the other information.
Our opinion on the financial statements does not cover the other information. We do not express any
form of assurance conclusion thereon.
In connection with our audit and, of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If we identify such material inconsistencies or apparent material misstatements, we are
required to determine whether there is a material misstatement in the financial statements or a material
misstatement of the other information. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required to report that fact. We have
nothing to report in this regard.
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MaUers on which we are required to report by exception
We have nothing to report in respect of the following matters where the Post-16 Audit Code of Practice
2019-2020 issued by the Education and Skills Agency requires us to report to you if, in our opinion:
•
•
•

adequate accounting records have not been kept;
the financial statements are not in agreement with the accounting records; or
we have not received all the information and explanations required for our audit.

Responsibilities of the Corporation of Newham College of Further Education
As explained more fully in the Statement of Responsibilities of the Members of the Corporation set out
on page 23, the Corporation is responsible for the preparation of financial statements and for being
satisfied that they give a true and fair view, and for such internal control as the Corporation determine
is necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.
In preparing the financial statements, the Corporation is responsible for assessing the Group's and the
College's ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the Corporation either intend to
liquidate the Group or the College or to cease operations, or have no realistic alternative but to do so.
Auditor's responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.
A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council's website at: http://www.frc.org.uklauditorsresponsibilities.This
description
forms part of our auditor's report.
Use of our report
This report is made solely to the Corporation, as a body, in accordance with the Funding Agreement
published by the Education and Skills Funding Agency and our engagement letter dated 9 July 2019.
Our audit work has been undertaken so that we might state to the Corporation, as a body those matters
we are engaged to state to them in an auditor's report and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone others than the Corporation, as
a body, for our audit work, for this report or for the opinions we have formed.
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OF COMPREHENSIVE

INCOME

2019

2020
Notes

Group
£'000

College
£'000

Group
£'000

College
£'000

Income

Funding body grants
Tuition fees and education contracts
Research grants and contracts
Other income
I nvestment income
Donations and Endowments
T otal Income

2

28,359
3,607
1,427
4,663
24
11
38,091

26,146
2,972
1,165
1,975
59
11
32,328

28,175
5,260
1,315
5,560
36
18
40,364

26,223
4,000
1,235
2,308
67
18
33,851

24,466
15,024
2,743
684
42,917

19,997
16,377
1,565
634
38,573

24,129
18,254
2,432
567
45,382

19,088
16,249
1,676
567
37,580

(Deficit) before other gains and losses

(4,826)

(6,245)

(5,018)

(3,729)

Profit on disposal of tangible fixed assets
Profit on disposal of subsidiary
Loss on disposal of investment

2

2

1,034

Expenditure
Staff costs
Other operating expenses
Depreciation and amortisation
Interest and other finance costs
T otal Expenditure

3
4
5

6
7

8
9
11
10

(Deficit) before tax

(131)
(3,790)

(6,374)

(5,018)

(3,729)

(Deficit) for the year

(3,790)

(6,374)

(5,018)

(3,729)

Re-measurement of net defined benefit pension liability

(5,725)

(5,725)

(5,806)

(5,806)

Other Comprehensive income for the year

(5,725)

(5,725)

(5,806)

(5,806)

Total Comprehensive income for the year

(9,515)

(12,099)

(10,824)

(9,535)

Taxation
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The financial statements on pages 26 to 54 were approved and authorised for issue by the
Corporation on 15 December 2020 and were signed on its behalf on that date by:

M Cumella
CHAIR OF THE BOARD

P Stephen
ACCOUNTING OFFICER
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Income and
expenditure
reserves
£'000

Revaluation
reserve

Total

£'000

£'000

Group
Balance at 1 August 2018

(3,389)

Deficit for the year
Other comprehensive income
Total comprehensive income for the year

(5,018)
{5,806}
(10,824)

Balance at 31 July 2019

(14,213)

Deficit for the year
Transfers between revaluation and income and
expenditure reserves
Other comprehensive income
Total comprehensive income for the year

26,961

23,572
(5,018)
{5,806}
(10,824)

26,961

12,750
(3,790)

(3,790)
350

(350)

{5,725}
(9,165)

(350)

(5,725}
(9,515)

(23,378)

26,611

3,233

Balance at 1 August 2018

(2,204)

22,111

19,907

Deficit for the year
Other comprehensive income
Total comprehensive income for the year

(3,729)
(5,806}
(9,535)

Balance at 31 July 2020
College

Balance at 31 July 2019

(11,739)

Deficit for the year
Other comprehensive income
Total comprehensive income for the year

(6,374)
(5,725}
(12,099)

Balance at 31 July 2020

(23,838)

(3,729)
(5,806}
(9,535)
22,111

10,372
(6,374)
(5,725}
(12,099)

22,111

(1,727)
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Notes

Operating activities
Cash generated from operations
Net cash from operating activities

18

Investing activities
I nterest received
Capital grants received
Proceeds from sale of fixed assets
Disposal of non-current asset investments
Purchase of tangible and intangible fixed assets

2019
£'000

2020
£'000

1,435
1,435

260
260

24

36
664

536
131
(940)
(249)

Financing activities
I nterest paid
Proceeds of new borrowings
Repayments of borrowings

(1,396)
(696)

Increasel (decrease) in cash and cash equivalents in the year

(36)
618
(306)
276
1,462

(38)
(514)
(552)
(988)

Cash and cash equivalents at beginning of the year

3,846

4,834

Cash and cash equivalents at end of the year

5,308

3,846

Analysis of changes in net debt
1 August 2019
£'000
Cash at bank and in hand

3,846

Cash flow
£'000
1,462

Bank loans
Debt due within one year

306
306

Bank loans
Debt due after one year

994
994

312
312

2,546

1,150

Total

Other non cash
movement
£'000

31 July 2020
£'000
5,308

(1)
(1 )

305
305
1,307
1,307
3,696
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1. STATEMENT OF ACCOUNTING POLICIES AND ESTIMATION TECHNIQUES
The following accounting policies have been applied consistently in dealing with items which are
considered material in relation to the financial statements.
Basis of accounting
These financial statements have been prepared in accordance with the Statement of Recommended
Practice: Accounting for Further and Higher Education 2019 (the 2019 FE HE SORP), the College
Accounts Direction for 2019 to 2020 and in accordance with Financial Reporting Standard 102 - "The
Financial Reporting Standard applicable in the United Kingdom and Republic of Ireland" (FRS 102)
under the historical cost convention modified to include the revaluation of freehold properties. The
College is a public benefit entity and has therefore applied the relevant public benefit requirements of
FRS 102.
The financial statements are prepared in accordance with the historical cost convention.
The principal accounting policies applied in the preparation of these consolidated and separate financial
statements are set out below. These policies have been applied consistently to both years.
The consolidated financial statements are presented in sterling which is also the functional currency of
the College.
Monetary amounts in these financial statements are rounded to the nearest whole £1 ,000, except where
otherwise indicated.
Basis of consolidation
The consolidated financial statements include the College and its subsidiaries (as per Note 14),
controlled by the Group. Control is achieved where the Group has the power to govern the financial and
operating policies of an entity so as to obtain benefits from its activities. Under the purchase method of
accounting, the results of subsidiary and associated undertakings acquired or disposed of during the
year are included in the consolidated income and expenditure account from or up to the date on which
control of the undertaking passes. Intra-group sales and profits are eliminated fully on consolidation.
In accordance with FRS 102, the activities of the student union have not been consolidated because the
college does not control those activities.
All financial statements are made up to 31 July 2020.
A subsidiary is no longer consolidated when control is lost. The difference between any disposal proceeds
and the carrying amount of the subsidiary's net assets (including related goodwill where relevant) is
recognised income and expenditure as a gain or loss on disposal.
Going concern
The activities of the Group and 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 group and college, its
cashflow, liquidity and borrowings are presented in the Financial Statements and accompanying Notes.
The group and college currently has £1.3m of loans outstanding with bankers. The terms of the existing
loans are for up to 15 years. The Group and College's forecasts and financial projections indicate that
it will be able to operate within this existing facility and covenants for the foreseeable future.
Although COVID-19 has had a considerable impact on the resources of the Group and College in 2020
management have taken considerable cost saving actions to ensure that the underlying financial
position of the Group and College remains sound and all known factors affecting the forward year
(including ability to repay loans and manage pensions deficit) were taken into account within the budget
setting process for 2021. This is expected to enable the Group and College to return to a surplus position
in 2021 and return to 'good' financial health whilst meeting its bank covenants. Accordingly, the
Corporation has reasonable expectation that it has adequate resources to continue in operational
existence for the foreseeable future, and for this reason will continue to adopt the going concern basis
in the preparation of its Financial Statements.
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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 .. The final grant income is normally determined with the conclusion of the year end
reconciliation process with the funding body following the year end, and the results of any funding
audits. 16-18 funding is not subject to reconciliation and is therefore not subject to contract adjustments.
Where part of a government grant is deferred, the deferred element is recognised as deferred income
within creditors and allocated between creditors due within one year and creditors due after more than
one year as appropriate.
Grants (including research grants) from non-government sources are recognised in income when the
college is entitled to the income and performance related conditions have been met. Income received
in advance of performance related conditions being met is recognised as deferred income within
creditors on the balance sheet and released to income as the conditions are met.
Capital grant funding
Government capital grants for assets 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,
non-governmental, 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 a discount and is recognised
in the period for which it is received.
Investment income
All income from short-term deposits is credited to the statement of comprehensive income in the
period in which it is earned on a receivable basis.
Agency arrangements
The college acts as an agent in the collection and payment of certain discretionary support funds and
any other arrangements. 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 retirement benefits
Retirement benefits to employees of the college are principally provided by the Teachers' Pension
Scheme (TPS) and the Local Government Pension Scheme (LGPS). These are multi-employer 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 pension cost is a
substantially level percentage of current and future pensionable payroll. The contributions are
determined by the Government Actuary on the basis of valuations using a projected unit method.
The TPS is a multi-employer scheme and there is insufficient information available to use defined
benefit accounting. 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.
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London Borough of Newham Pension Fund (LGPS)
The LGPS is a funded scheme and the assets of the scheme are held separately. Pension schemes
are measured at fair value and liabilities are measured on an actuarial basis using the projected unit
credit method. 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. The net interest cost on the net defined benefit liability/asset is charged to
comprehensive income and included within finance costs.
Re-measurement comprising actuarial gains and losses and the return on scheme assets (excluding
amounts include in net interest on the net defined benefit liability) are recognised immediately in other
comprehensive income
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 a former member of staff is paid by the college
annually. An estimate of the expected future cost of any enhancement to the ongoing pension of a
former member of staff is charged in full to the college's income in the year that the member of staff
retires. In subsequent years a charge is made to the statement of comprehensive income and provisions
in the balance sheet.
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 FRS 102, 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 useful lives, they are accounted for as separate items of
fixed assets.
Land and buildings
Land and buildings are stated at cost, or deemed cost for buildings held at valuation at the date of
transition to FRS 102, less accumulated depreciation and accumulated impairment losses.
Freehold land is not depreciated as it is considered to have an infinite useful life.
Equipment
Equipment costing less than £1,000 per individual item or set of items acquired together is recognised
as expenditure in the period of acquisition. All other equipment is capitalised and recognised at cost
less accumulated depreciation and accumulated impairment losses.
Depreciation and residual values
Depreciation on other assets is calculated, using the straight line basis, to write off the cost of each
asset to its estimated residual value over its expected useful lives, as follows:
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Freehold buildings and improvements

- 15 to 30 years

Long Leasehold land and buildings

- the remaining lease term

Furniture and equipment

- 7 years

Computer equipment

- 5 years

Motor vehicles

- 5 years

Residual value is calculated on prices prevailing at the reporting date, after estimated costs of disposal,
for the asset as if it were at the age and in the condition expected at the end of its useful life.
Subsequent costs, including replacement parts, are only capitalised when it is probable that such costs
will generate future economic benefits. Any replaced parts are then derecognised. All other costs of
repairs and maintenance are expenses as incurred.
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.
Intangible assets
Intangible assets are initially recognised at cost and are subsequently measured at cost less
accumulated amortisation and accumulated impairment losses. Intangible assets are amortised to
Statement of Comprehensive income on a straight-line basis over their useful lives, and for purchased
computer software this is 5 years.
Borrowing costs
Borrowing costs are recognised as expenditure in the period in which they are incurred.
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
1st August 2014 are spread over the minimum lease term.
Leasing agreements which transfer to the College substantially all the benefits and risks of ownership
of an asset are treated as finance leases.
Assets held under finance leases are recognised initially at the fair value of the leased asset or, if lower,
the present value of minimum lease payments as determined at inception of the lease. Lease payments
are treated as consisting of capital and interest elements. The interest is charged to profit or loss so as
to produce a constant periodic rate of interest on the remaining balance of the liability. The
corresponding liability to the lessor is included in the balance sheet as a finance lease obligation.
Assets are depreciated over the shorter of the lease term and the estimated useful economic life of the
asset and assessed for impairment losses in the same way as for owned assets
Investments
Investments in subsidiaries
Interests in subsidiaries are accounted for at cost and subsequently measured at cost less any
accumulated impairment losses in the separate financial statements of the College.
Interests in subsidiaries are assessed for impairment at each reporting date. Any impairments losses
or reversals of impairment losses are recognised immediately in comprehensive income.
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Financial

instruments

The Group has chosen to adopt Sections 11 and 12 of FRS 102 in full in respect of financial instruments.
Financial assets and liabilities
Financial assets and financial liabilities are recognised when the Group becomes a party to the contractual
provision of the instrument.
Financial liabilities and equity are classified according to the substance of the financial instrument's
contractual obligations, rather than the financial instrument's legal form.
All financial assets and liabilities are initially measured at transaction price (including transaction costs),
except for those financial assets measured at fair value through the profit or loss, which are initially
measured at fair value (which is normally the transaction price excluding transaction costs), unless
arrangement constitutes a financing transaction. A financial asset or financial liability that is payable or
receivable within one year is measured at the undiscounted amount expected to be received or paid
net of impairment, unless it is a financing transaction. [If an arrangement constitutes a financing
transaction, the financial asset or financial liability is measured at the present value of the future
payments discounted at a market rate of interest for a similar debt instrument.
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 around 3%
of the VAT charged on its inputs. Irrecoverable VAT on inputs is included in the costs of such inputs
and added to the cost of tangible fixed assets as appropriate, where the inputs themselves are tangible
fixed assets by nature.
One of the College's subsidiary companies is subject to corporation tax and VAT in the same way as
any commercial organisation.
Provisions and contingent liabilities
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
the amount of the obligation can be reliably measured.

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 that reflects the risks specific to the
liability. 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.
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CRITICAL ACCOUNTING

JUDGEMENTS

AND ESTIMATION

OF UNCERTAINTY

Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances.
Judgements in applying accounting policies
In preparing these financial statements, management have made the following judgements:
•

Determine whether leases entered into by the group 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.

Critical accounting estimates and assumptions
•

•

•

Tangible fixed assets
Tangible fixed assets are depreciated over their useful lives taking into account residual values,
where appropriate. The actual lives of the assets and residual values are assessed annually and
may vary depending on a number of factors. In re-assessing asset lives, factors such as
technological innovation and maintenance programmes are taken into account. Residual value
assessments consider issues such as future market conditions, the remaining life of the asset and
projected disposal values.
Local Government Pension Scheme
The present value of the Local Government Pension Scheme defined benefit liability depends on
a number of factors that are determined on an actuarial basis using a variety of assumptions. The
assumptions used in determining the net cost (income) for pensions include the discount rate. Any
changes in these assumptions, which are disclosed in note 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 2020. 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.
Impairment of fixed assets
The College considers whether tangible fixed assets are impaired. Where an indication of
impairment is identified the estimation of the recoverable amount of the asset or the recoverable
amount of the cash-generating unit is required. These will requires an estimation of the future cash
flow and selection of an appropriate discount rates in order to calculate the net present value of
those cash flows.
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2.

FUNDING BODY GRANTS

Recurrent Grants
Education & Skills Funding Agency - adult
education budget
Education & Skills Funding Agency - 16-18
Office for Students
Specific Grants
Teacher Pension Scheme contribution grant
Release of Government Capital Grants
Total

3.

2020
Group
College
£'000
£'000

2019
Group
College
£'000
£'000

14,388

13,640

15,452

14,805

13,387
123

12,060

12,397
214

11,216
105

364
97
28,359

364
82
26,146

112
28,175

97
26,223

TUITION FEES AND EDUCATION CONTRACTS

Group
£'000

2020
College
£'000

Group
£'000

2019
College
£'000

Adult Education Fees
Fees for FE Loan Supported Courses
Fees for OfS Loan Supported Courses

739
1,030
486
2,255

153
981
486
1,620

1,522
1,054
1,080
3,656

285
1,041
1,080
2,406

Education Contracts

1,352

1,352

1,604

1,594

Total

3,607

2,972

5,260

4,000

The above figures for 2020 include fees of £981 k (2019: £1,041 k) paid by employers of students.
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4.

OTHER GRANTS AND CONTRACTS

Group
£'000
European Commission
Other grants and contracts
Coronavirus Job Retention Scheme grant

2020
College
£'000

628
117
682
1,427

628
110
427
1,165

Group
£'000

2019
College
£'000

843
472

843
392

1,315

1,235

The corporation furloughed (e.g. catering staff) under the government's Coronavirus Job Retention
Scheme. The funding received of £682k relates to staff costs which are included within the staff costs
note below as appropriate.

5.

OTHER INCOME

Group
£'000
Commercial nursery fees
Rent receivable
Retail income
Release from deferred capital grants (non
ESFA)
Miscellaneous income

6.

Group
£'000

2019
College
£'000

1,910
354
653

25
245
625

2,553
378
1,012

45
246
962

860

87

615

87

1,002
5,560

968
2,308

886
4,663

993
1,975

INVESTMENT INCOME

Group
£'000
Interest on loan with subsidiary
Other interest receivable

7.

2020
College
£'000

2020
College
£'000

24
24

36
23
59

Group
£'000

2019
College
£'000

36
36

32
35
67

DONATIONS - COLLEGE ONLY
2020
Group
College
£'000
£'000

Unrestricted donations

11
11

11
11

2019
Group
College
£'000
£'000
18
18

18
18
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8.

STAFF COSTS

- GROUP AND COLLEGE

The average number of persons (including key management personnel) employed by the Group
during the year, expressed as average headcount and calculated on a monthly basis, was:

GROUP

2020
No.

2019
No.

Teaching Staff
Non-teaching Staff

252
457
709

287
535
822

COLLEGE

2020
No.

2019
No.

212

212
322
534

Teaching Staff
Non-teaching Staff

300
512

ST AFF COSTS FOR THE ABOVE PERSONS:
2020
Group
£'000

College
£'000

Group
£'000

2019
College
£'000

Wages and salaries
Social security costs
Other pension costs
Payroll sub-total

16,702
1,551
4,052
22,305

13,063
1,259
3,915
18,237

18,085
1,654
3,423
23,162

13,641
1,326
3,290
18,257

Contracted out staffing costs

1,460
23,765

1,162
19,399

865
24,027

729
18,986

598

102

102

19,997

24,12,9

19,088

Restructuring costs
- Contractual
- Non-contractual
T otal staff costs

701
24,466
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8

STAFF COSTS - GROUP AND COLLEGE (continued)
Key management personnel compensation
Key management personnel are those persons having authority and responsibility for planning
directing and controlling the activities of the College and are represented the Executive Team
which comprises the Principal and other senior post-holders, please see page 3 for details.
Emoluments of key management personnel, Accounting Officer and other higher paid
staff

The number of key management personnel including the
Accounting Officer was:

2020
No.

2019
No.

4

4

The number of key management personnel and other staff who received annual emoluments,
excluding pension contributions but including benefits in kind, in the following ranges was:
Key Management
personnel
2020
2019
No.
No.
£10,001 to £15,000
£60,001 to £65,000
£65,001 to £70,000
£70,001 to £75,000
£75,001 to £80,000
£80,001 to £85,000
£85,001 to £90,000
£115,001 to £120,000
£125,001 to £130,000
£135,001 to £140,000
£170,001 to £175,000

2020
No.

2019
No.

5

3

4
4
1
2
1

15

12

3
3
1

1
1

1

4

4

Key managementpersonnel (includingthe AccountingOfficer)
emoluments are made up as follows:

Basic Salary
Performance related pay and bonus
Pensioncontributions
Total emoluments

Other Staff

2020
£'000

2019
£'000
511
11
90
612

508
11

63
582

There were no amounts due to key management personnel that were waived in the year, nor
any salary sacrifice arrangements in place.
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8

STAFF COSTS - GROUP AND COLLEGE (continued)
The above emoluments include amounts payable to the Accounting Officer (who is also the
highest paid of key management personnel) of:
2019
£'000

2020
£'000
Salaries
Performance related pay and bonus
Pension contributions
Total

164
11
26

162
11
26

201

199

The remuneration of the accounting officer was determined on 17 July 2018 by the College's
Remuneration Committee. The accounting officer was not involved in setting their remuneration.
The factors taken into account by the Committee in determining the accounting officer's
remuneration for the year to 31 July 2020 included pay increases for other staff, performance
against personal objectives; performance of the organisation; sector data on pay of accounting
officers and benchmarking comparison to the broader market.
A similar approach was to determine the remuneration of other key management personnel.
The relationship between the accounting officer's emoluments, expressed as a multiple of all
other employees based on full-time equivalents, is set out below for both basic salary and total
remuneration.
2020
No
Basic salary as a multiple of median basic salary of staff
Total remuneration as a multiple of median total remuneration
of staff

2019
No

5.4

5.4

5.5

5.5

Members of the Corporation remuneration
The Accounting Officer and the staff members only receive remuneration in respect of services
they provide undertaking their roles of Principal and staff members under contracts of
employment and not in respect of their roles as governors. The other members of the Corporation
did not receive any payments from the College in respect of their roles as Governors.
No expenses were paid to Governors in either year.
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9.

OTHER OPERATING EXPENSES

Group
£'000
Teaching costs
Non teaching costs
Premises costs
Total

2020
College
£'000

7,358
3,936
3,730
15,024

7,954
5,810
2,613
16,377

2019
Group
College
£'000
£'000
9,149
4,037
5,068
18,254

2019

2020
Surplusl Deficit is stated after charging:
Auditors' remuneration:
Financial statements audit:
- Audit of Group/ College
- Audit of Subsidiaries
- Non-Audit Services
Internal audit
Operating lease rentals
Loss on disposal of fixed assets
Loss on disposal of investments
Impairment loss on investment

10.

Group
£'000

64
37
10
41
150

9,087
3,141
4,021
16,249

College
£'000

64
10
33
15

College
£'000

Group
£'000

51
25
15
52
516

51

42
100

131
357

INTEREST PAYABLE AND OTHER FINANCE COSTS - GROUP AND COLLEGE

Group
£'000
Bank loans, overdrafts and other loans
Unwinding of discounts in relation to enhanced pensions
Net interest on defined pension liability (note 23)

2020
College
£'000

76
43
565
684

26
43
565
634

2019
Group
College
£'000
£'000
38
49
480
567

38
49
480
567
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11.

INTANGIBLE

FIXED ASSETS

(GROUP)
Software &
website costs

£'000
Cost
At 1 August 2019

496

Additions
Disposals

(58)

At 31 July 2020

498

60

Amortisation
At 1 August 2019

249

74

Charge for year
Eliminated in respect of disposals

At 31 July 2020

(46)
277

Net book value
At 31 July 2020

221

Net book value
At 31 July 2019

247

11.

INTANGIBLE FIXED ASSETS (COLLEGE ONLY)
Software &
website costs

£'000
Cost
At 1 August 2019
Additions
Disposals

61
(13)

At 31 July 2020

498

450

Amortisation
At 1 August 2019
Charge for year
Eliminated in respect of disposals

222

At 31 July 2020

68
(13)
277

Net book value
At 31 July 2020

221

Net book value
At 31 July 2019

228
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11.

TANGIBLE FIXED ASSETS (GROUP)

land & Buildings
long
Freehold leasehold
£'000
£'000
Cost or Valuation
At 1 August 2019
Additions
Disposals
At 31 July 2020

106,162
465
(7,321)
99,306

Depreciation
At 1 August 2019
Charge for year
Eliminated in respect of disposals
At 31 July 2020

54,467
1,856
(2,469)
53,854

Net book value
At 31 July 2020

45,452

Net book value
At 31 July 2019

51,695

1,538
(1,538)

1,096
193
(1,289)

441

Furniture &
Equipment

Computer
Equipment

Motor
Vehicles

Total

£'000

£'000

£'000

£'000

1,634
62
(603)
1,093

1,611
352
(424)
1,539

1,292
185
(578)
899

822
424
(423)
823

194

716

342

789

30
(30)

13
11
(24)

110,975
879
(9,916)
101,938

57,690
2,669
(4,783)
55,576

46,362

17

53,285

Included above is land with a value of £29,500,000.
If the land was stated at the historical cost amount it would be included at a value of £2,539,169.
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11.

TANGIBLE FIXED ASSETS (COLLEGE ONLY)
Land &
Buildings
Freehold
£'000

Cost or Valuation
At 1 August 2019
Additions
Disposals
At 31 July 2020

81,476
465
81,941

Furniture &
Equipment

Computer
Equipment

Motor
Vehicles

Total

£'000

£'000

£'000

£'000

972
62
(409}
625

1,161
336
(87}
1,410

504
299
(87)
716

Depreciation
At 1 August 2019
Charge for year
Eliminatedin respect of disposals
At 31 July 2020

46,292

702
141
(407}
436

Net book value
At 31 July 2020

35,649

189

694

Net book value
At 31 July 2019

36,241

271

657

45,235
1,057

83,617
863
(504)
83,976

8
(8}

4

46,445
1,497
(498)
47,444

(4)

36,532

37,172

4

On transition to FRS 102 land with a carrying value of £24,OOOk was revalued to fair value and the fair
value has been treated as deemed cost at that date. If the land was stated at the historical cost amount
it would be included at a carrying value of £1 ,889k.
Buildings with a net book value of £22,602k (2019: £24,504k) were impaired at 31 July 2014 by
£15,984k. £7,615k of this impairment was written off to the Revaluation Reserve with the remaining
£8,369k being debited to the income and expenditure reserve. On a historical cost basis these assets
would have been included at a cost of £53,449k with accumulated depreciation of £27,043k.
Land and buildings with a net book value of £4,981 k (2019: £5,620k) have been funded and inherited
from local authority sources.
Included in the tangible fixed assets is £3, 198k (2019: £3,400k) net book value for items funded by
Government and European capital grants. Should these assets be sold, the College would either have
to surrender the sale proceeds to the Education and Skills Funding Agency or use them in accordance
with the financial memorandum with the Education and Skills Funding Agency.
If inherited land and buildings had not been revalued they would have been included at the following
historical cost amounts:
£'000
Cost
Aggregate depreciation based on cost
Net book value based on cost

28,050
21,177
6,873
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12.

FIXED ASSET INVESTMENTS

2020
Group
College
£'000
£'000

Shares in subsidiary undertakings
Other assets in subsidiary undertakings
Long term loan to subsidiaries
Long term loan to jointly controlled entity
Capital contribution

2019
Group
College
£'000
£'000

1,335
25
1,335

25

357
1,457
342
25
131
2,312

The College has an interest in four companies namely, East London College Services Limited, Newham
Foundation, Digital Skills Solutions Limited, Learning Revolution Trust, The Fashion and Textile
Museum and East London College Alliance Limited.
•

•

The registered office of Newham Foundation, Learning Revolution Trust, Digital Skills
Solutions Limited, East London College Services Limited and The Fashion and Textile
Museum is Newham College of Further Education, East Ham Campus, High Street South,
London E6 6ER.
•

East London College Services Limited, a company incorporated in England and Wales, is
wholly owned by the College with an issued share capital of £1, and was formed in 1993,
but did not trade during the period of these accounts.

•

Newham Foundation is an educational/facilities provider charitable company limited by
guarantee, incorporated in England and Wales, jointly controlled by the College (80%) and
the London Borough of Newham (20%).
Digital Skills Solutions Limited (DSS) is wholly owned by the College with an issued share
capital of £357,420. The company was formed in May 2003 and traded through the period
of these accounts. During the year the management of DSS took the decision to cease all
operations within the company and by the year end all trading within DSS had ceased with
a view to winding down the company in the period after the year end and as such the
investment in DSS has been written down to £Nil. Please see note 24 for further information.

•

Learning Revolution Trust is a company limited by guarantee without share capital,
incorporated in England and Wales on 7 November 2011 and registered as a charity on 24
October 2012.

•

The Fashion and Textile Museum is a company limited by guarantee without share capital
and incorporated in England and Wales on 11 July 1996 but did not trade during the period
of these accounts.

•

Newham Training and Education Centre (NEWTEC) is a company limited by guarantee
without share capital incorporated in England and Wales on 20 November 1989 and
registered as a charity on 20 February 1990. The cost of investment in this subsidiary
undertaking was made up of a long term loan and an investment (capital contribution). The
long term loan to the subsidiary was interest free and had no fixed repayment period. The
loan, with a face value of £370,000, was initially recognised at the present value of future
payments discounted at a market rate of interest, and the measurement difference between
the face value of the loan and the present value of the loan on recognition was recognised
as a cost of investment of £130,771.
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During the year the long term loan was repaid by the subsidiary and the remaining finance
income recognised in full in income and expenditure.
At 30th July 2020, Newham College of Further Education, in its capacity as sole member of
NEWTEC, resolved to appoint 3 new members and relinquish their membership of
NEWTEC. It was also agreed that the charitable company and Newham College of Further
Education would no longer be subject to the terms of the Members Agreement as at the date
of resignation. Given the change in control of NEWTEC, as at 31 July 2020 the College no
longer considers NEWTEC a subsidiary undertaking and therefore the investment in
NEWTEC of £130,771 has been disposed of.
All of the five companies mentioned above are consolidated within the Group financial statements.
Newham Training and Education Centre is consolidated from 1 August 2019 to 30 July 2020.

13

TRADE DEBTORS AND OTHER RECEIVABLES

Group
£'000
Amounts falling due within one year:
Trade debtors
Amounts owed by group undertakings
Prepayments and accrued income
Amounts owed by ESFA
Other debtors

Amounts falling due after one year:
Long term loan to subsidiary
Total

2020
College
£'000

322

Group
£'000

1,384

185
28
1,254

12

12

1,718

1,479

2019
College
£'000

437

199
351
1,822

2,259
287
122

69

2,240
4,681

3,105

Included within other debtors is a balance of £Ok (2019: £30k) which is due in more than one year.

14

CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Group
£'000
Bank loans and overdrafts
Trade creditors
Amounts owed to group undertakings
Other taxation and social security
Accruals and deferred income
Government grants (capital)
Amounts owed to ESFA
Other creditors
Total

2020
College
£'000

305
516
634
4,956
708
225

305
306
69
598
4,881
290
225

7,344

6,674

Group
£'000

2019
College
£'000

306
763
704
4,092
851
829
200
7,745

300
481
74
572
3,599
308
328
200
5,862
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15

CREDITORS:

AMOUNTS

FALLING

DUE AFTER ONE YEAR

2020
College

Group

College

£'000

£'000

£'000

£'000

Bank loans
Government grants (capital)
Total

16

2019

Group

1,307
6,263
7,570

1,307
2,998
4,305

Group
£'000

2020
College
£'000

994
11,458
12,452

994
3,269
4,263

MATURITY OF DEBT
Bank loans and overdrafts
Bank loans and overdrafts are repayable as follows;

I n one year or less
Between one and two years
Between two and five years
Five years +

305
869
438

305
869
438

1,612

1,612

Group
£'000

2019
College
£'000

306
488
319
188
1,301

300
488
319
188
1,295

Bank loans and overdrafts totalling £1,612k, at interest rates varying between 2.0% above
bank prime rate and 6% fixed rate, and are repayable by instalments due between 1 August
2019 and 31 July 2027. As at 31 July 2020, £1,612k of bank loans and overdrafts were
secured against a portion of the freehold land and buildings of the Group.
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17

PROVISIONS

FOR LIABILITIES
Group and College
Defined
benefit
obligations
(note 23)
£'000

At August 2019
Amount utilised
Additional provisions in the year
Unwind of discount
Released unused provisions
At 31 July 2020

25,379
5,725
2,132

33,236

Enhanced
pensions
£'000

Total
£'000

2,181
(157)

27,560
5,568
2,132

44

44

158
2,226

158
35,462

The enhanced pension provision relates to the cost of staff who have already left the College's employ
and commitments for reorganisation costs from which the College cannot reasonably withdraw at the
balance sheet date. This provision has been recalculated in accordance with guidance issued by the
funding bodies.
The principal assumptions for this calculation are:
Price Inflation
Net interest rate

2020
1.30%
2.20%

2019
3.50%
1.70%
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NOTES TO STATEMENT OF CASH FLOWS
2020
£'000
(3,790)

(Deficit)1 Surplus after tax for the year
Adjustment for:
Depreciation
Amortisation
Investment income
Interest payable
(Decrease)/ increase in provisions
Pensions costs less contributions payable
Operating cash flow before movements in working capital
(Increase)/decrease in debtors
(Decrease)/Increase in creditors
Cash generated from operations

19

2019
£'000
(5,018)

2,669
74
(24)
76
44
2,089

2,360
72
(36)
38
58
1,842

1,138

(683)

1,387
(1,090)
1,435

(46)
989
260

CAPITAL COMMITMENTS
Group and College
2020
2019
£'000
£'000

Contracts for future capital expenditure not provided

20

195

634

COMMITMENTS UNDER OPERATING LEASES

At 31 July the college had minimum lease payments under non-cancellable operating leases as
follows:
2020

Payments due
Not later than one year
Later than one year and not later than five years
Later than five years

2019

Group

College

Group

College

£'000

£'000

£'000

£'000

150
143
293

15
31
46

426
1,060
1,442

15
31

2,928

46

Page 49 of 54

NEWHAM COLLEGE OF FURTHER EDUCATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 JULY 2020

21

RETIREMENT OBLIGATIONS
The College's employees belong to 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 the London
Pension Funds Authority. Both are multi-employer defined-benefit plans.
The pension costs are assessed in accordance with the advice of independent qualified
actuaries. The latest formal actuarial valuation of TPS was as 31 March 2016 and of the LGPS
31 March2019.
2020

2019

£'000

£'000

T otal pension cost for the year

Teachers' Pension Scheme: contributions paid
Subsidiaries'Pension contributionspaid
Local GovernmentPension Scheme:
Contributions paid
FRS 102 (28) charge
Chargeto the Statementof Comprehensive Income
Enhanced pension charge to Statementof ComprehensiveIncome
Total Pension cost for Year within staff costs

1,173
141

523
133

1,013
1,682
2,695

1,235
1,483
2,718

44
4,052

49
3,423

Teachers' Pension Scheme
The Teachers' Pension Scheme (TPS) is a statutory, contributory, defined benefit scheme,
governed by the Teachers' Pension Scheme Regulations 2014. These regulations apply to
teachers in schools, colleges and other educational establishments. Membership 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
arrangements governed by the above Act. Retirement and other pension benefits are paid by
public funds provided by Parliament.
Under the definitions set out in FRS 102 (28.11), the TPS is a multi-employer pension plan.
The college is unable to identify its share of the underlying assets and liabilities of the plan.
Accordingly, the college has taken advantage of the exemption in FRS 102 and has accounted
for its contributions to the scheme as if it were a defined-contribution plan. The college has set
out above the information available on the plan and the 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 return
assuming funds are invested in notional investments that produce that real rate of return.
The latest actuarial review of the TPS was carried out as at 31 March 2016. The valuation report
was published by the Department for Education (the Department in April 2019. The valuation
reported total scheme liabilities (pensions currently in payment and the estimated cost of future
benefits) for service to the effective date of £218 billion, and notional assets (estimated future
contributions together with the notional investments held at the valuation date) of £198 billion
giving a notional past service deficit of £22 billion.
As a result of the valuation, new employer contribution rates were set at 23.68% of pensionable
pay from September 2019 onwards (compared to 16.48% during 2018/9).
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DEFINED BENEFITS OBLIGATIONS

(continued)

The Department for Education (Of E) has agreed to pay a teacher pension employer contribution
grant to cover the additional costs during the 2019-20 academic year.
A full copy of the valuation report and supporting documentation can be found on the Teachers'
Pension Scheme website.
The pension costs paid to TPS in the year amounted to £1, 173k (2019: £523k).
Local Government

Pension

Scheme

The LGPS is a funded defined-benefit plan, with the assets held in separate funds administered
by London Pension Funds Authority. The total contributions made for the year ended 31 July
2020 were £1,445k, of which employer's contributions totalled £1,013k and employees'
contributions totalled £417k. The agreed contribution rates for future years are 17.3% for
employers and range from 5.5% to 7.5% for employees, depending on salary.

Principal

Actuarial

Assumptions

The following information is based upon a full actuarial valuation of the fund at 31 March 2016
updated to 31 July 2020 by a qualified independent actuary.

Price increases - RPI
Price increases - ePI
Salary increases 2016/17
Salary increases after 2016/17
Pension increases
Discount rate

At 31 July
2020
% per annum

At 31 July
2019
% per annum

2.25%
1.45%
1.00%
3.25%
2.25%
1.35%

2.35%
1.35%
1.00%
3.85%
2.35%
2.10%

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

Retiring today
Males
Females
Retiring in 20 years
Males
Females

At 31 July
2020
Years

At 31 July
2019
Years

21.3
23.9

22.8
25.3

22.8
25.5

25.0
27.6
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DEFINED BENEFITS OBLIGATIONS (continued)
The College's share of the assets in the plan at the balance sheet date and expected rates of
return were:
Fair Value of assets
At 31 July
At 31 July
2020
£'000 ,

2019
£'000

Equity instruments
Gilts
Debt instruments
Property
Cash
Other

23,402
2,281
4,516
4,358
3,113
7,192

26,192
1,719
4,746
4,783
4,105
6,651

Total fair value of plan assets

44,862

48,196

1,838

3,796

Actual return on plan assets

Amounts recognised in the Statement of Comprehensive
follows:

Amounts included in staff costs
Current service cost
Net interest on the net defined benefit pension liability
Total

Income in respect of the plan are as

2020
£'000

2019
£'000

2,595
522
3,117

2,627
450
3,077
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DEFINED BENEFITS OBLIGATIONS (continued)
2020
£'000

Changes in the present value of defined benefit obligations
Defined benefit obligations at start of period
Current service cost
Interest cost
Contributions by scheme participants
Actuarial (gains)/Iosses
Benefits paid
Plan introductions, changes, curtailments and settlements
Change in demographic assumptions
Experience loss/(gain) on defined benefit obligation
Defined benefit obligations at end of period

73,575
2,568
1,535
417
10,014
(1,351)
27
(4,139)
(4,548)
78,098

Changes in fair value of plan assets
Fair value of plan assets at start of period
I nterest income
Other actuarial gains/ (losses)
Return on plan assets (excluding net interest on the net defined
benefit liability)
Employer contributions
Contributions by scheme participants
Benefits paid
Fair value of plan assets at end of period

48,196
970
(1,547)
(2,851 )
1,028
417
(1,351)
44,862

These accounts show a past service cost of £59,685 in respect of the McCloud / Sergeant judgment
which ruled that the transitional protection for some members of public service schemes implemented
when they were reformed constituted age discrimination.
.

22

RELATED PARTY TRANSACTIONS

Key management compensation disclosure is given in note 8.
Advantage has been taken of the exemption provided by FRS1 02 section 33 from reporting transactions
with other wholly owned group companies and controlled companies.
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AMOUNTS DISBURSED AS AGENT-LEARNER SUPPORT FUNDS

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.
2020
£'000

Funding body grants - 16 - 19 bursary
Funding body grants - childcare
Interest earned
Disbursed to students
Administrationcosts
Balance unspent at 31 July, included in creditors

2019
£'000

105

479

705

705

4
814
(771)
(39)
4

6
1,190
(1,126)
(58)
6

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.

24

POST BALANCE SHEET EVENTS

As at 31 July 2020 DSS Ltd (a subsidiary company of the College) discontinued its operations and
during the year it was announced that DSS Ltd will be dissolved and its activities assimilated into the
college. Staff have been TUPE-transferred to the college with effect from 1 October 2020 and DSS Ltd
will cease trading as soon as contractual obligations to customers are discharged or transferred to the
college, with its dissolution anticipated in early 2021.

25

DISPOSAL OF SUBSIDIARY

As detailed in note 13, on 30th July 2020 NEWTEC left the College Group and was no longer
considered a subsidiary of the College. The assets and liabilities relating to NEWTEC at 30th July
2020 were de-recognised from the balance sheet at their carrying value with a corresponding net
amount recognised as net loss in the Statement of Comprehensive Income.

The following table sets out the book values of the identifiable assets and liabilities de-recognised:

Intangible fixed assets
Tangible fixed assets
Cash at bank and in hand
Other identifiable assets and liabilities
Net liabilities

£'000
11
5,127
491
(6,663)
(1,034)
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