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HARTLEPOOL COLLEGE OF FURTHER EDUCATION

Report of the Governing Body

NATURE, OBJECTIVES AND STRATEGIES
The members present their report and the audited financial statements 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
Hartlepool College of Further Education. The College is an exempt charity for the purposes of the Charities Act
2011. The College also has a subsidiary company called Hartlepoo! Business Development Centre Limited which
trades as Flagship Training Solutions.

Public Benefit

Hartlepool College is an exempt charity under the Part 3 of the Charities Act 2011 and following the Machinery of
Govemment changes in July 2016 is regulated by the Secretary of State for Education. The members of the
Goveming Body, who are trustees of the charity are disciosed on pages 12 - 14.

in setting and reviewing the Colleges strategic objectives, the Goveming Body has had due regard for the Charity
Commissions guidance on public benefit and particularly upon its supplementary guidance on the advancement
of education. The guidance sets out the requirement that all organisations wishing to be recognised as charities
must demonstrate, explicitly, that their aims are for the public benefit.

in delivering its mission, the College provides the following identifiable public benefits through the advancement
of education:
¢ High Quality teaching

» Widening participation and tackling social exclusion

o Excelient employment record for students

» Strong student support systems

o Links with employers, industry and commerce

o Links with Local Enterprise Partnerships (LEPS)
Mission

The College’s mission as approved by its members is: ‘Excellence in further and higher education’

Implementation of strategic plan

The College has a three year development plan which is reviewed and updated annually. The Corporation
monitors the performance of the College against these plans. The plans are reviewed and updated each year.
The College’s Strategic Plan was reviewed and refreshed during 2018/19 for the following three years. The
strategic aims are as follows:

1. To offer a cumiculum that is aspirational and meets the needs of leamers, parents, employers and
stakeholders

2. To deliver teaching, leaming and assessment practice that results in outstanding outcomes for all
leamers

3. To develop culture as a form of competitive advantage

4. To deploy an effective and efficient resource to support and promote outstanding provision;
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5. To explore and develop transformational strategic partnerships which bring long term benefits to the
College leaming community and partners.

Each of these headline strategic aims are underpinned by a series of operating statements each with a milestone
attached related to each year of the life of the strategy.

Financial objectives
The College’s financial objectives are:

o To set challenging targets, applicable to all resources, to ensure that value for money is achieved in their
procurement and efficiency and effectiveness in their operation.

e To ensure that the financial assets are safeguarded and augmented in order to secure the long-term
viability and financial strength of the organisation.

o To ensure that the physical assets are maintained, developed and safeguarded in order fo support the
ongoing delivery of a broad, balanced and rich cumriculum.

o To maintain a high standard of financial performance management, utilising information that is timely, fit
for purpose and supports the decision-making process.

e To ensure that the principles of risk management are applied to all major areas of activity.

Performance indicators

The College is committed to observing the importance of the measures and indicators within the framework and is
monitoring these through a comprehensive performance management process where the Principal and Executive
meet individual Heads of School at least termly to review a range of performance measures, including:

Delivery of enrolments against the Cummiculum Plan to ensure the College meets its funding targets
Student Attendance (target 95%), retention (target 92%) and achievement (target 90%)

Quality assurance in terms of Staff Observations, Extemnal Verifier reports and monitoring of courses that
have Improvement Plans in place

Staff and student feedback

Health & Safety incidents and accidents

Mandatory training compliance

Financial performance including staff utilisation

Heads of School receive weekly Management Information Bulletins that summarise actual current performance
against the above and highlight specific issues or concems requiring intervention. The College position against all
of the above is reported to College Leadership Committee and is reported termly to the Board via relevant sub-
committees. In addition, the annual Financial Plan is approved by the Board via the Finance & General Purposes
Committee and that Committee also has oversight of the Colleges financial health as reported in the Plan,
Finance Record and verified by the Education & Skills Funding Agency. The curmrent rating of Satisfactory is
considered an acceptable outcome in light of the College’s borrowing to income ratio arising from the
development of the new campus building.
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The Colleges performance against other key financial indicators are as follows:

2020 2019
Operating surplus/ (deficit) before LGPS/enhanced provision charges  £507k £468k
Operating (deficitysurplus after LGPS/ enhanced provision charges  (£335k) £45k
Operating surplus/sector EBITDA as a % of income 841% 8.62%
Staff Costs as a % of income 66.9% 65.73%
Cash Balance £2.772m £1.886m
Cash days in hand/liquidity 70.93 4967
Borrowing as a % of income 53.30% 57.1%
Reliance on ESFA income 77.64% 77.77%

FINANCIAL POSITION

Financial results

The Group generated a consolidated operating surplus of £431k before the FRS102 LGPS pension provision and
enhanced pension provision charges (2018/19: £468k surplus). The consolidated operating position after the
LGPS pension provision is £411k deficit (2018/19 £45k surplus)

The Group has accumulated negative reserves of £13,406k which includes a pension deficit of £15,618k and
cash and short term investment balances of £2,772k. The College wishes to continue to accumulate reserves
and cash balances in order fo create a contingency fund.

There were £150k of tangible fixed asset additions during the year.

The College has significant reliance on the ESFA for its principal funding sources, largely from recumrent grants.
in 2019/20 the ESFA and Tees Valley Combined Authority (devoived ESFA budget) provided approximately 78%
of the College’s total income.

The Corporation owns 100% of the issued share capital of the College’s subsidiary company, Hartlepool
Business Development Centre Limited. The Company provides education and training programmes for industry
and commerce, together with commercial activities including restaurant, conferencing, and gym and an
Apprenticeship Training Agency. The activities of the Hartlepool Business Development Centre are carmied out
through the Company.

Any surpluses generated by the subsidiary are transferred to the College under gift aid, where there are sufficient
reserves. In the current year the deficit was £38k (2018/19: £4k surplus).

Treasury policies and objectives

Treasury management is the management of the College’s cash flows, its banking, money market and capital
market transactions; the effective control of the risks associated with those activities and the pursuit of optimum
performance consistent with those risks.

The College has a separate treasury management policy in place. Short term borrowing for temporary revenue
purposes is authorised by the Principal. All other borrowing requires the authonsation of the Corporation.

Cash flows and liquidity

At £1,820k (2018/19: £389k inflow), operating cash inflow was mainly as a result of the colleges financial position.
The size of the College’s total borrowing and its approach to interest rates ensure a reasonable cushion between
the total cost of servicing debt and operating cashflow. Borrowings in 2019/20 and related repayments were
linked to the College campus on Stockton Street.
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Reserves Policy

The Group reserves, along with Govemment capital grant and loans were used to assist in the financing of the
new building which opened in September 2011. There were therefore a few years of planned deficits which saw
reserves drop considerably. However in the last three years, the Group has been attempting to build these
reserves up as it recognises the need to have a buffer in these uncertain times. Free reserves, excluding pension
deficit and revaluation currently stand at £1,051k and the Group is looking to double this over the next three years
as this would provide cover for a normal months outgoings. This will be achieved by getting back into a position
where surpluses can be consolidated.

CURRENT AND FUTURE DEVELOPMENT AND PERFORMANCE

Future Developments

The govemments Apprenticeships Reform launched in April 2017 and the College will continue to review its
cumiculum offer in conjunction with discussions with local employers and taking account of delivery costs and
contributions of individual frameworks.

Other key Government strategies that will require implementation are the Skills Plan and plans for a more
‘marketised’ higher education system. Details are unclear at the moment but will require changes to be made.

Student numbers
In 2019/20 the College has delivered activity that has produced £11,867k in funding body main allocation funding
(2018/19: £11,296k). The College had approximately 3614 ESFA -funded and 316 non-ESFA-funded students.

Student achievements
The success rate for 2019/20 was 90% (2018/19 90%).

Cummiculum developments

The College has an excellent reputation for curiculum innovation and change. It has introduced new courses in
many areas of the curriculum in order to meet student needs better. A particular strength is in making students
ready for the next stage in their lives.

Many students have low levels of prior educational achievement. The College is expanding the range of courses
aimed at students who are retuming to education. These include a range of self-improvement programmes
focusing on improved literacy and numeracy skills.

Courses have been designed to provide students with the skills to move confidently into the labour market or
progress to university. These include a range of Access courses for adults as well as a Preparation for Access
course. The College also delivers a range of higher education courses in partnership with Teesside University,
including foundation degrees and higher national certificates and diplomas.

Payment performance

The Late Payment of Commercial Debts (Interest) Act 1998, which came into force on 1 November 1998,
requires colleges, in the absence of agreement to the contrary, to make payments to suppliers within 30 days of
either the provision of goods or services or the date on which the invoice was received. The target set by the
Treasury for payment to suppliers within 30 days is 95 per cent. During the accounting period 1 August 2019 to
31 July 2020 the Coliege paid all invoices within 30 days unless there was a query with the supplier account or
the invoice itself and is therefore confident that the College complies with this target.
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RESOURCES

The College has various resources that it can deploy in pursuit of its strategic objectives. Tangible resources
include College buildings which are relatively new and an annex at Exeter Street which is over 30 years old but
maintained to a high standard.

Financial

The College has consolidated net liabilities of £13,406k (including a £15,618k pension liability) (2018/19: £4,929%)
and loan financing of £7,603k (2018/19: £7,913,000).

People
The College employs 258 people (expressed as full-time equivalents), of whom 119 (2018/19: 114) are teaching
staff.

Reputation

The College has a good reputation locally and nationally. Maintaining a quality brand is essential for the College’s
success in attracting students and extemal partnerships. In 2017, the College received an Ofsted visit and
achieved an overall grade of ‘Good’, with a further two ‘Outstanding’ grades.

Principal Risks and Uncertainties

The College has continued to undertake further work during the year to further develop and embed the system of
intemal control, including financial, operational and risk management which is designed to protect the College’s
assets and reputation.

Based on the strategic and development plans, the Executive undertakes a comprehensive review of the risks to
which the College is exposed. The Executive identifies systems and procedures, including specific preventable
actions which should mitigate any potential impact on the College. The intemal controls are then implemented
and the subsequent year's appraisal will review their effectiveness and progress against risk management action
plans. In addition to the annual review, the Executive considers any risks to the organisation as part of the weekly
Executive meetings.

A risk register is maintained by the College which is reviewed at least termly by the Audit 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 scored
and priontised using a risk matrix, which shows both gross and net risks.

Risk is managed at all levels throughout the organisation.
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PRINCIPAL RISKS AND UNCERTAINTIES

Outlined below is a description of some of the principal risks as perceived by the organisation in 2019/20. Not all
the factors are within the Group's control and other factors apart from those listed below may also adversely
affect the Group.

1.

Below target delivery of funding body contracts

The College relies significantly on continued government funding through contracts with the ESFA. In
2019720, approximately 78% of the Group's revenue was ultimately public-funded and a similar level of
reliance is expected to continue.

Group controls to mitigate the risk include:

Experienced management in cumiculum planning

Clear executive steer to contract performance managers

A robust quality assurance policy and committee structure

Robust data management systems and procedures

Executive priority and whole-Group approach in the event of early waming signs

Impact of increased fees targets

Individuals and employers are expected to contribute towards the cost of training and tuition. Each year the
corporation approves a comprehensive fees and remission policy which details the fees to be charged in the
coming year to individuals and employers. Where practicable, Hartlepool College will continue to increase
tuition fees in line with the rising fee assumptions but is extremely mindful of the restrictions felt by both
Employers and individuals in the current economic climate.

Group controls to mitigate the risk include:
s Comprehensive fees and remission policy, updated and approved annually but with flexibility to
respond to local market forces
* Local market intelligence
= Bursary system

Higher than anticipated staff costs

The Group has robust processes in place to maximise staff utilisation and minimise use of temporary staff.
The Group also plans to continue to adhere to AoC pay recommendations, provided that this is financially
feasible.

Group controls fo mitigate the risk include:

= Maintain close scrutiny of staff utilisation and strict authorisation processes for recruitment of
additional and/or temporary staff

= Intention to implement AoC further recommendations if finances permit

s Estimated increases built into financial plans, including pension obligations

» Review of structures and management costs

4. Failure to maintain the viability of the Group

The Groups current financial health grade is classified as ‘Satisfactory’ and this is largely the consequence
challenge to the Groups financial position remains the constraint on further education funding arising from
the ongoing cuts in public sector spending whilst maintaining the student experience. This risk is mitigated
in a number of ways:
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