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Strategic Report

Operating and Financial Review

OBJECTIVE AND STRATEGY

The members present their report and the audited financial statements for the year ended 31 July 2020.

. i.égai status

The Corporation was established under the Further and Higher Education Act 1992 for the purpose of conducting
" Birmingham Metropolitan College. The College is an exempt charity for the purposes of the Charities Act 2011.

Mission
The College’s mission, as approved by its members is ‘Inspiring Futures, Realising Dreams.’ The Coliege will
achieve its mission by focussing on its strategic goals, which focus on five areas and are set out as follows:

. & be asignificant contributor to skills development in Birmingham and the City Region;
s provide a consistently high-quality learning experience;
e equip our students for the future;
s he an inspiring place to work; and
. have o strong financial base to invest in a sustainable future for the college.

In order to achieve these strategic goals, the College will build on its core vaiues The College values, whlch
deﬂne how we operate, are: : .

*  We are passionate to see our students achieve their full potential,
e We create an environment that is ready, respectful and safe.
We see strength in our diversity and strive for equality of access and opportunity,
We are inspired to be creative and continually develop our professional practlce
¢  We are three colleges, one team

The College’s annual business plan set out specific 2019/20 objectives within the context of the overall mission,
values and goals explaining what actions the College would take towards achievement of these objectives and
how the College would measure success.

coviD19

The College’s recent financial performance had been improving during a period of financial reco@ery, with
increased cash balances and a positive’ trading position. The COVID19 situation impacted negatively on this
position during the period March—July 2020. During this period the College took a three-stage strategic
approach: lockdown, phased return for those who needed to return to ensure learning and assessments could
take place, and full opening. A strategic group was established to plan for the return to work. Vulnerable
students were supported through regular communication throughout lockdown: mentoring, online and
telephone calls. During the planning for September the needs of the curriculum were considered carefully, and
this influenced the decisions on which delivery models to implement. Changes have since been made to reflect
the needs of the students and-curriculum. Since the return in September the majority of learning is now blended.
In direct response to the pandemic the Business Development Team worked closely with stakeholders and have
introduced Innovation Hubs and the BMet Career Advance Academy to meet the needs of the region to support
economic growth. ' ‘

Firancial stability was on an upward trajectory prior to lockdown. The College was in a good position and this
enabled a review of capital resource expenditure and moved resource around to fund Free Meals and T
equipment for students.
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Resources . .
- The College has various resources that it can deploy in pursuit of its strategic objectives.

The College employs 653 people (expressed as an average number employed), of whom 363 are teaching staff.

The Coliege enrolled approximately 13,445 students. The college’s student population includes 5,833 16-to-18
year-old students and 7,612 adutt learners, including 923 apprentices and 306 higher education students.

The Coliege has £31.4 million of net liabilities (having taken account of a £66.0 million pension liability) and -
long-term debt of £10.8 million. During the year the College had tangible resources comprised of 8 sites
throughout the West Midlands Combined Authority area. The College has reduced its overall estate during
2019/20 including the disposal of sites in the Black Country and a reduction in leased premises. -

Stakeholcl_eg’s_ :
The College has many stakeholders including:

- its current, future and past students;
- itsstaffand their trade unions;
- the employers it works with;
- the professional organisations in the sectors where it works;
- its pertner schoals and universities;_th'e wider college community; .
- ts local city councils, combined a_ut_h_ority and Local Enterpr_ise_Partne_rship

- ‘the ESFA, WMCA, OfS and other funding bodies -~ -
Public Benefit S

BMet 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 13 -
& 14. In setting and reviewing the College’s straiegic objectives, the Governing Body has had due regard for

the Charity Commission’s guidance on pubhc benefrt and particutarly upon lts suppiementary guidance on the '
advancement of educatlon L S : '

In delivering its mission, the College provides identifiable public benefits through the advancement of
education to students, including students with high needs. The college provides courses without charge to -
young people, to those who are unemployed, and to adults taking English and maths course. The college *
adjusts its courses to meet the needs of local employers and provides training to 923 apprentices. The college
is committed to providing information, advice and guidance to the students it enrols and to finding ¢ suatabie :
courses for as many students as possnble regardless of thelr educatlonaE background :

DEVELOPMENT AND PERFORMAN_CE

Financial Results

The College generated a surplus in the year of £8k (2018/19 a deficit of £23,714k), with a total comprehensive

income of -£27,333k (2018/19 a deficit of £28,348k). In 2019/20 the college continued to monitor against its . o

financial recovery plan with an aim to return to good financial health, The College’s EBITDA (earnings before
interest, tax, depreciation and amortisation) was positively impacted by the disposal of sites in the Black Country
during the year. The EBITDA was negatively impacted by the COVID19 pandemic that resulted in the College .
sites closing in March 2020 and delivery to students movmg o an on-line model for the rest of the year. More
deta:ls are shown in the governance statement : : : : : '
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Overall income has decreased by £10,525k compared to 2018/19. Other income included £2,400k refating to
the transfer of provision in the Black Country to other providers. The net reduction in income of £12,925k reflects
the impact of disaggregation of the College and negative impact of COVID19. The College also accrued £1,136k
for underperformance on the WMCA FY20 AEB contract, pending confirmation of payback arrangements, and
£919k for ESFA prior year funding clawback. Staff costs were positively impacted by the transfer of staff to Black
Country providers as part of the disaggregation. Close control of staffing costs in year resulted in an overall
reduction of almost 22% reducing from £38,802k to £30,354k, '

Comprehensive income reduced in the year by £27,333k resulting in accumuiated reserves of -£31,388k
(2018/19 -£4,049k). The reason for the significant decrease in reserves is due to negative movements on the
pension scheme valuation leading to an increase in pension deficit of £28,508k

The College has cash balances of £6,328k (2018/19 £3,292k). The increase in cash balances is after payments
made to reduce the outstanding bank and ESFA loan amounts and significantly reduce the leverage of the
College. '

Tangible fixed asset additions during the year amounted to £2,310k. This is split between land and buildings of
£171k and equipment of £2,315k. The college continues to adopt a very tight Capital Expenditure policy whilst
ESEA loan repayments are required in line with the recovery plan. As the future financial performance of the
college improves more funds will be able to be set aside for capital improvernents but is expected to continue
to track materially under depreciation tevels for the next 3-4 years.

Cash flows and liquidity

A net cash inflow of £3,036k in 2019/20 (2018/19: cash inflow of £1,966k), from all activities has strengthened
the liquidity position of the College. The most significant transactions during the year were the disposal of the
remaining surplus College sites, generating £5,915k of cash, of which £5,561k was repaid to Lloyds Bank and
the ESFA against the College’s loan. Liquidity was further underpinned by the receipt of £2,400k for the
transfer of provision to alternative providers in the Black Country as part of the disaggregation of the College.

The College maintained close control of cash flow during the COVID19 period from March 2020 onwards and
did not receive any support from Government schemes except for the Job Retention scheme that supported
25 staff during that period. The College continued to receive the full AEB income from the ESFA and WIMCA
and following Government guidelines supported suppliers, partners and subcontractors including catering and
cleaning suppliers. :

Developments

The College has continued to invest in improvements to the IT infrastructure and essential curriculum
equipment to support teaching and learning. The College continued to implement a comprehensive Recovery
and Improvement Plan aimed at improving the Quality of Teaching & Learning and establishing long term
Financial stahility. The FE Comrnissioner (FEC) led a Structure and Prospects Appraisal (SPA) in early 2019, and
as a result of the SPA the College closed the main Black Country sites, transferring provision to Dudiey College
of Technology and Halesowen College with an effective date of 31 July 2019. This was successfully achieved
during the period March — July 2019 with the College refocussing on its provision at the 3 main Birmingham
sites at Matthew Boulton, James Watt and Sutton Coldfield.

The FEC reviewed the College again in August 2020 and concluded that Governors and senior leaders have
closely monitored the college’s finances and worked hard to stabilise its financial position to the point where
they have been able to respond to the impacts of COVID19 without external support. Together, they have built
a solid foundation on which to build on in the future and this will be greatly helped by the recently announced
capital funding.

Governors and senior leaders have continued to make good prograss on delivering the recovery plan and the
positive cultural change plan that is being implemented continues to progress. Operational management
provides strong local leadership and a clear direction with a focus on classroom practice. The college’s
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organisational structure Is fully functaonai and facilitating cont:nued improvement in teaching, learnmg and
assessment {TLA).

Reserves

The Cellege has accumulated reserves of -£31,388k and cash and short-term investment balances of £6,328k.
The College long term aim is to accumulate reserves and cash balances In order to create a contingency fund.

Sources of income

The College has significant reliance on the education sector funding bodies for its principal funding source,
largely from recurrent grants. In 2018/20 the funding bodies provided 86% of the total income (18/19 — 83%).

COVID19 had a negative impéct on non-funded income during the year with reductions in a number of areas
including £400k reduction in.full cost income. Overall the impact of COVID19 was estimated at circa £1,439k
during the period March to July 2020.

FUTURE PROSPECTS
Future Developments

The College continues to implement the stages of its Recovery and Improvement Plan to deliver improvement
in the Quality of Teaching & Learning and establishing long term financial stability. The Corporation approved a
Strategic Annual Plan at its meeting on 9 July 2020 and confirmed 5 strategic priorities for a COVID19 and post—
COVID19 era. The College strateglc priorities are to: .

1. be a significant contributor to skills development in Birmingham and the City Reglon,
2. provide a consistently high-quality Eearnmg experlence,

3. equip our students for the future; A

4. be an inspiring place to work; and

5. have a strong financial base to invest in a sustainable future for the college.

Financial health

Improving the College’s financial health remains a kéy priority in support of the above strategic aims. The
College’s financial health score using the ESFA assessment is ‘Requires Improvement’ as self-assessed by the
College. The strategic plan aims to lmprove the fmancaal health score to ‘Good in 2020/21 and maintain ‘Good’
in 2021722, :

Financial plan

The College has continued to submit the Integrated Financial Model for Colleges {IFMC} on a quarterly basis
throughout 2019/20. These models have provided Governors with detaiied information on the current year
financial performance and the impact on the following two years. This model also supported the production of
the budget for the College for 2020/21 assessmg the nmpact of both business as normal and a COVID19
impacted delivery model.

Treasury policies and objectives

Treasury Management is the managemeht of the Collegé’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.

Short term borrowing for temporary revenue purposes is authorised by the Accounting Officer. Such
arrangements are restricted by [imits in the Financial Memorandum with the ESFA. All other borrowing requires
the authorisation of the Corporation and compi|es with the requlrements of the Flnancaal Memorandum of the

Education Skills Funding Agency
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For the financial years to 31 July 2016 through to 31 July 2020, the College did not meet all financial covenants
set by banking institutions in relation to borrowing arrangements. The breaches of covenants created cross-
defaults and as a result of these breaches of covenant, the long-term elements of the loans with the two banks
were reclassified to short term. The banks are currently reserving their rights. '

The College is working with the banks to reset covenants in the first half of 2020/21. This is as a result of the
implementation of the College’s Recovery and Improvement Plan and the immediate impact this has had on the
level of bank debt and in-year financial performance. This was delayed from earlier in 2019/20 as a result of
COVID19 and the requirements of the banks to review performance in Q1 of 2020/21.

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. As at
the balance sheet date the Income and Expenditure reserve stands at -£36,874k (2018/19: -£13,879k). It is the
Corporation’s intention to improve reserves over the Elfe of the new strategic plan through the generation of
annual operating surpluses.

Going concern — basis of preparation

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

Notwithstanding net current liabilities of £13,153k at 31 July 2020 the financial statements have been prepared
on a going concern basis which the Corporation considers to be appropriate for the following reasons.

The Corporation has prepared cash fiow forecasts for a period of at least 12 months from the date of approval -
of these financial statements which indicate that, taking account of severe but plausible downsides, including
the anticipated impact of COVID-18, the Colfege will have sufficient funds to meet its Inab:E:tles as they fall due
for that period.

The Corporation continually reviews the financial performance of the College and takes mitigating action to
address any downturn in financlal performance, including the impact of reduced enrolment numbers,
commercial activity and increased costs associated with COVID1S.

The College has fong- term loan facilities agreed with Barclays and Lloyds and with the ESFA. The College was in
breach of one of its loan covenants with Lloyds at 31 July 2020 with cross-default clauses meaning that it was
also in breach of the covenants on its oans with Barclays and the ESFA. The College is negotiating with its enders
to waive these breaches and to reset the covenants going forward, but these negotiations have not been
concluded. Both the ESFA and the banks remain supportive of the College and the Corporation is confident that
the new loan covenants will be agreed. . '

~ Accordingly, the Corporation is confident that the College will have sufficient funds to continue to meet its
liabilities as they fall due for at least 12 months from the date of approval of the financial statements and
therefore have prepared the financial statements on a going concern basis.

PRINCEPAL RISKS AND UNCERTAINTIES
Risk management

The College has 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 responsibifity for risk management and its approach to managing risks and internal
controls is explained in the Statement on Corporate Governance,




i Birmingham Metropolitan College
Members’ Report and Financial Statements
For the year ended 315 July 2020

A risk register is maintained at the College level which is reviewed at least annually 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 prioritised using a consistent scoring system.

A total of 17 Strategic risks are identified in detail in the Risk Register that may affect the College. Not all the
factors are within the College's control. Other factors besides those listed below may also adversely affect the
College. The number of risks has been increased as a result of COVID19 which has been included as a separaté
risk as well as impacting on other areas. The key risks are: ‘

e The impact of COVID19 on four key areas — Business Development, Finance, IT and Curriculum.

e Recurring risks related to Curriculum, IT, Business Development, Finance, HR, Governance, Leadership
and the impact of BREXIT ‘ ' :

The College has put in place mitigating actions against each of these risks that aim to reduce the Gross Risk
Assessment from high to at least medium. The uncertainties still remain about the long-term impact of
COVID19 and the external environment impacts from BREXIT and changing government policy.

KEY PERFORMANCE INDICATORS

The Corporation receives regular reports tracking the key performance indicators for the College as agreed as
part of the Business review process. The final KPI’s for 2019/20 are shown in the table below with appropriate
RAG ratings, in many instances the achievement of the KPI has been impacted by the lockdown in March 2020.
These KPI's are monitored throughout the year and inform action planning for the following year:

TLA walks
Work scrutiny 60% 75%
| Student feed-back on 94% | 97%
| TLA .
Attendance 88% 86.7% |
Student satisfaction 88% 96%

Student progress

Applications 6,676 | 4,815
Enrolment 16-18 5,103 5,000

Attrition 75% | 12.4% B
Retention ' 92% 92%

| Cash days
Cash vs forecast £000 3,789 | 6,321
Cash generation £000

Income £'000
Pay costs £'000 30,753 | 29,855
Non-pay costs £/000

EBITDA £'000

Progression (same Work experience

level)

Progression (higher 81% 76% ‘Industrial placement
level)

Data completeness 40% 28%

Apprenticeship | 90% 69%

employment :

Other positive 70% 59%

destinations
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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 paymént to suppliers within 30 days is 95%. During the accounting period 1 August 2019 to 31
July 2020, the College paid 67.5% of its invoices within 30 days. The College incurred minimal interest charges
in respect of [ate payment for this peried. '

Diversity and Inclusion

Diversity and Inclusion {D&I} is pivotal to BMet’s organisational culture and suctess. We are passicnate about
offering inclusive working and learning environments where everyone is treated with dignity and respect and is
able to participate, progress and thrive. This starts with valuing and celebrating all of the differences that make
us unique, including, but not limited to, ablltty, age, gender, pregnancy & maternity, sexual orientation, race,
and religion & belief,

The College’s Equality and Diversity Policy, Diversity and Inclusion Strategy, Annual Equality Report and Equality
Objectives outline the organisation’s commitment and progress towards fully integrating D& into all aspects of
college life. These are published on BMet's website,

The College works hard to remove conditions which may place people at a disadvantage. We pay particular
attention to preventing direct and indirect discrimination that affects the legally recognised protected

characteristics, including disability.

Disability statement

BMet strives to fulfil our statutory responsibilities towards disabled people set out in the Equality Act 2010 and BRI

the Public Sector Equality Duty 2011 by:

» Actively encouraging diversity and different perspectives improving representation of our community at all
levels of the college.

¢ Offering a fair wage and employment terms and conditions recogmsmg these are fundamental to social
and economicinclusion. -

o Achieving equahty of outcome as well as equality of opportunity.

« Taking a ‘usualising’ approach to integrating diversity and inclusion, ensuring different identities, espemally '
hidden or absent identities, are included in everyday teaching and learning. :

¢ Going beyond the five 'F's {food, fashion, famous people, flags and festivals) with celebratory events and
activities to develop deeper cultural understanding and avoiding the exotification of groups and cultures
which can perpetuate harmful stereotypes.

» Employing the social model of inclusion of disability and work to remove barriers that allow for full
participation and success.

 Treating disability as the norm rather than exceptidn; rewarding genuine achievement for our disabled
students and staff,

» Overcoming the difficulties of balancing the needs of diverse people and groups and work to strengthen
the commonalities we share

The College is a DWP ‘Disability Confident Employer’ which reflects our work around proactively employing and
retaining disabled people, This involves actively looking to attract, recruit and retain disabled people by
providing a fully inclusive and accessible recru:tment process and supportive enwronments to enable people to
be thetr very best. :

10
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B

Trade union facility time -

The Trade Union (Facnhty Tirme Publication Requlrements) Regulations 2017 require the college to publlsh
information on facility time arrangements for trade union officiais at the college :

Numbers ofempioyees who were refevant In theperiod - | FTE employee number
12 I ' 113
Percentage of time : 't Number of employees -

0% : 10

1-509% - 12

51-99% : 0

100% o

Total cost of facility time - : _ o] £23.9k
Total pay bill - LTl o - | £25,346k
Percentage of total bill spent on facility time .~ - - 1 0.09%
Time spent on paid trade union activitiesasa - . | 100%

percentage of total paid facility time o '

DISCLOSURE OF INFORMATEON T0 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 ho 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 audlt mformatuon and to
establlsh that the CoiEege S auditors are aware of that mformat|on S : o

Approved by order of the merbers of the (__:orpdr'at_ion on 11 March 2021 and signed on its behaif by: -

ir Dexter Hutt

Chalr of the Corporation

11
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Statement of Corporate Governance and Internal Control

The following statement is provided to enable readers of the annual report and accounts of the College to abtain
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. in accordance with the seven principles identified by the Committee on Standards in Public Life
{selflessness, integrity, objectivity, accountability, openness, honesty and leadership);

ii. in accordance with the guidance to colleges from the Association of Colleges in The Code of Good
Governance for English Colleges (2015) (“the FE Code”); and '

fii. having due regard to the UK Corporate Governance Code (“the Code”) insofar as it is applicable to the
further education sector.

The College is committed to exhibiting best practice in all aspects of corporate governance and in particular the
College has reported on our Corporate Governance arrangements by drawing upon best practice available,
including those aspects of the UK Corporate Governance Code we conmder to be reievant to the further
education sector and best practice.

In the opinion of the governors, the College complies with all the provisions of the Code in so far as they apply
to the Further Education Sector, and it has complied throughout the year ended 31 July 2020. The Corporation.
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, and is substantially compliant with the Code of Good Governance for English Colteges issued by the
Association of Colleges in March 2015.

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

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.

The table is from August 2019 up to and including December 2020,

Committees Served

Name. Date of Expiry of Term- | Date of Status of Corporation
Appointment of Office Resignation Appointment Attendance

Veronica 1 August 2010 30 November independent Academic Standards and | 9 of 10
Docherty 2022 Quality Developments

Committee

Governance and

Search/Remuneration

Committee
Rittk 12 September 9 July 2020 Student Academic Stardards and | 7 of 10
Sharma 2019 Quality Develepment

Committee
Conner .12 September - 9 July 2020 Student Academic Standardsand | 10 of 10
Curtis 2019 ’ Quakity Development

Committee

12
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Statement of Corporate Governance and Internal Control (continued)

-Name Date of Expiry of Term Date of Status of Committees Served Corporation
Appointment of Office Resignation Appointient - Attendance
Darn 14 September 13 September 30 August Independent Academic Standards and | 0of 0
Zastawny 2017 : 2021 2019 Quality Development .
Keith 15 September 14 September 19 August Independent Academic Standards and | 0of 0
Horton 2016 2020 2019 Quiality Development
Michele 20 October 2016 19 October Independent Audit 9of 10
Larmour - 2020 Governance and Search
Committee
Hitary 20 October 2016 19 Octaber Independent “Finance Committes 50f10
Smyth- 2020 . Remuneration
Allen Committee
Amardeep 15 December 14 December 31 August Independent Audit Committee 0of0
Gill 2016 2020 2019
Cliff Halt 1 May 2018 Independent All committees as ex- 10 of 10
{andex officio | officio member as
member as Principal
Princigal from
. 1.10.18)
Angela 27 Apri{ 2018 26 April 2022 independent Academic Standards and | 9of 10
Myers Quality Development ’
Governance and Search
) . Committee
Simon 15 December 14 December Independent Audit Committee 10 0f 10
Thompson 2016 2020 Governance and Search o
committee
Remuneration
- Committee o .
SamColes 112 July 2018 31 July 2020 - Staff -0 Academic Standards and ] 90f10 .-
‘ ‘. ' Quality Development -
Asha Devl 11 July 2019 10 July 2023 Independent Finance Comrnittee 60f 10
Prue 20 December 19 December Independent Academic Standards and { 8of 9
Huddleston 2018 2022 _Quality Development :
’ Governance and Search
Remuneration
Committee
Sir Dexter 14 March 2019 ‘13 March 2023 Independent Academic Standards-and | 10 of10 -
Hutt : (Chair). Quality Development
Finance Committee
Governance and Search
Cormmittee
Remuaneration
. . Committee
lgbal 20 December 19 December Independent Audit Committee 90f10 -
Mchammed | 2018 2022 .
Peter 12 September 11 September Independent Finance Cammittee 10 of 10
Croom 2019 2023 o _
Helen Miles | 19 December Independent Audit Committee 5of5s
2019 :
Tracey 12 September Staff ‘Academic Standardsand | 10 0f20
Pearce 2019 Quality Development
Committee

.

Hilary Barber acted as Interim Company Secretary from 01 August 2019 untit 8 December 2019, and Stephen

Belling assumed the rolé of Company Secretary from @ December 2

financial statements.

13

019 to the date of the signing of these
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Statement of Corporate Governance and Internal Control (continued)

itis 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 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 risk management measures. The Corporation meets as a minimum o a termly basis and holds a number of
“keeping in touch” sessions with management between meetings to keep informed of College matters. '

"The Corporation conducts its business through a number of committees. During 2019/20 the following
committees were in place; Audit, Remuneration, Governance and.Search, Finance & Business Development, and
Academic Standards and Quality Development. Full minutes of all meetings, except those deemed to be
confidential by the Corporation, are available on the College 5 web5|te at www.bmet.ac,uk or from the Company
Secretary:

" Birmingham Metropolitan College
Jennens Road

Birmingham

B4 7PS.

The Company Secretary maintains a register of financial and personal Interests of the governors. The register is -
available for inspection at the above address.

Ali governors are able to take independent professional advice in furtherance of their duties at the College’s
expense and have access to the Company Secretary, who is responsible to the Board for ensuring that all
applicable procedures and regulations are complied with. The appointrment, evaluation and removal of the
Company Secretary are matters for the Corporation as a whole. S :

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

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 of the Corporation and Accounting Officer
of the College are separate. :

Appointments to the Corporetion

Any new appointments to the Corporation are a matter for the consideration of the Corporation as a whole. The
Corporation has a Governance & Search Committee comprising of six members of the Corporation (including
the Principal) which is responsible for the selection and homination 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 appeinted for a term of office not exceeding four years, with extensions

aflowing a maximum term of office of eight years, with extensions beyond that being granted only in exceptional
cases. '
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Statement of Corporate Governance and Internal Control (continued)

Corparation performance ' -

The Corporation undertakes ongoing evaluation of its own performance and identlfled the following areas for 2
improvement:

* Reviewing the format of meetings to increase the capacit\} for strategic decision making

» Increasing the opportunities for increased direct engagement with students.

Remuneration Committee

Throughout the year ending 31 July 2020, the College’s Remuneration Committee comprised of five 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 senior post-holders as appropriate. During the
2019/20 9 year the Remuneration Committee met three times to oversee the process of appointing a new
Principal for the College

Detalls of remuneration for the year ended 31 July 2020 are set out in note 7 to the financial statements.

-

Audit Committee

The Audit Committee comprises of four members of the Corporation (Which exclude the Accounting Officer and -
Chairman}. The Committee operates in accordance with its written terms of reference approved by the

Corporation. Its purpose is to advise the Corporatlon on the adequacy and effectiveness of the College’ s system o )

of internal control and its arrangements for risk management,. controf and governance processes.

The Audit Committee meets on a termly basis and provides a forum for reporting by the Coliege’s internal and
*financial statement .auditors, who have access to the Committee for independent discussion, without the
presence of College management. The Committee also receives and considers repcrts from the main funding
bodies as they affect the Coliege 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 mput and report their fmdmgs to management and the Audit
Committee. . . :

Management is responsible for the implementation of agreed recommendations and internal audit undertake
period:c follow up reviews to ensure such recommendat:ons have been |mplemented

The Audit Committee also advises the Corporatmn on the appomtment of internal and financial statements
auditors and thelr remuneration. for audlt and non-audit work as well as reporting annuaEEy to the Corporat:on
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Statement of Corporate Governance and Internal Control {continued)
internal Control

Scope of responsibility

The Corporation is ultimately responsible for the Coliege’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
husiness 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
rnaintaining a sound system of Internal control that supports the achlevement of the College’s policies, aims and
~ objectives whilst safeguarding the public funds and assets for which he is personally responsible, in accordance
with the responsibilities assigned to him in the Financial Memorandums between the College, ESFA and WMCA,
He is also responsible for reporting to the Corporation any material weaknesses or breakdowns in internal
contraol.

The purpase of the system of internal control

The system of Internal control is designed to manage risk to a reasonable level rather than to eliminate all risk
of faiiure 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 on-going process designed to identify
and prioritise the risks to the achievement of College policies, aims and objectives, to evaluate the likelihood of
those risks being realised and the impact should they be realised, and to manage them efficiently, effectively

and economically. The system of internal control has been in place in Birmingham Metropolitan College for the '

year ended 31 July 2020 and up to the date of approval of the annual report and fmanCial statements.

Capacnty to handle nsk

The Corparation 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 on-going 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, administration
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
Corporation - ' '

e  Regular reviews by the Corpdration of periodic and annual financial reparts which indicate financial
performance against forecasts

« Setting targets to measure financial and other performance
e Clearly defined capital investment control guidelines
¢ The adoption of formal project management disciplines, where appropriate

The College has an internal audit service, which operates i accordance with the requirements of the ESFA 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 Committee.
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Statement of Corporate Governance and Internal Control (continued)

As a minimum, the Head of Internal Audit (HIA} annually provides the Corporation 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. The report includes an
independent opinion on the adequacy and effectlveness of the Coilege s system of risk management controls
and governance pFOCESSES ’

Review of effectiveness

As the Accounting Officer, the Principal has responsibility for reviewing the effectineness of the system of
internal control. The Principal’s review of the effectiveness of the system of internal control is informed by:

e The work of the internal auditors

s The work of the executive dlrectors within the College who have responsnbliaty for the development__
and maintenance of the internal controf framework

»  Comments made by the College’s financial statements audltors, the regularlty audttors, and the funding
assurance auditors in thelr management letters and other reports .

The Accounting Officer has been advised on the implications of the result of his review of the effectiveness of
the system of internal control by the Audit Committee, which oversees the work of the internal auditor, and
other sources of assurance, and a plan to address weaknesses anci ensure conttnuous mprovement of the
systern is m piace : : .

The Executive Team receives reports setting out key performance and risk indicators and-considers possible
contral issues brought to their attention:by early warning mechanisnis, which are embedded within the
departments and reinforced by risk awareness training. The Executive Team and 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 receives reports from the Executive Team and the Audit Committee in relation
to internal audit and other risks. The emphasn; Ison obtaamng the relevant degree of assurance and not merely
reporting by exceptlon : :

Appreved by order of the members of the Corporation on 11 March 2021 and éigned on its behalf by:

"Sir Dexter Hutt o o Cliff Hall
Chair of the Corporation o Principal and Chief Executive Officer
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Governing Body’s statement on the College’s regularity, propriety and compliance with
Funding body terms and conditions of funding

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

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 ieregular or improper use of funds by the College, or material non-compliance with the
Education and Skills Funding Agency’s terms and conditions of funding under the College’s- financial
memorandum. '

We confirm that a single instance of funding non-compliance has been reported to the Education and Skills
Funding Agency and the West Midlands Combined Authority. No further instances of material irregularity,
impropriety or funding non-compliance have been discovered. If any instances are identified after the date of
this statement, these will be notified to the Education and Skills Funding Agency

Sif Dext rl Hutt

Cliff Hall
Chair of the Corporation Principal and Chief Executive Officer
11 March 2021 : 11 March 2021 ‘
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- Statement of the responsibilities of the members of the Corporation

The members of the Corporation of the College are required to present audited financial statements for each
financial year.

Within the terms and COhdithﬂS of the College's grant funding agreements and contracts with the 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 2019 Statement of Recommended Practice -
Accounting for Further and Higher Education and with the College Accounts Direction 2019 to 2020 issued by
the ESFA, and which give a true and fair view of the state of affairs of the College and the result for that year.

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

» select suitable accounting policies and apply them cons‘lstentlyl

.. make judgements and estimates that are reasohable and prudent
¢ state whether applicable Accounting Standards have been followed, subject to any material departures .
disclosed and explained in the financial statements
« assess the College’s ability to continue as a going concern, disclosing, as apphcable matters refated to going
concern; and .
* yse the going concern basis of accountinig unless they either mtend to liquidate the College or to cease
operatuons or have no realistic alternative but to do so,

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

The Corporation is responsible for keeping adequate accounting records which disclose with reasonable
accuracy, at any time, the financial position of the College, and which enable it to ensurei that the financial
statements are prepared. in accordance ‘with the relevant Eeglslatlon of incorporation and other relevant .
accounting atandards. Itis responsnble for such internal control as it determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error,
and for taking steps that are reasonably open to it in order to safeguard the assets of the College and to prevent
and detect fraud and other |rregularatles .

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

Members of the Corporation are responsible for ensuring that expenditure and income are applied for the
purposes intended by Parfiament and that the financial transactions conform to the authorities that govern
them. In addition, they are responsible for ensuring that funds from the ESFA are used only in accordance with
the ESFA’s grant funding agreements and contracts and any other conditions that may be prescribed from time
to time. Members of the Corporation must ensure that there are appropriate financial and management controls
in place in order to safeguard public and other funds and to ensure they are used properly. In addition, members
of the Corporation are responsible for securing economical, efficient and effective management of the College’s .
resources and expenditure, so that the benefits that should be derived from the application of public funds from
the ESFA are nat put at risk. o

Approved by order of the members of the Corporatton on 11 March, 2021 and 5|gned on ttS behalf by

Chair of the Corporation
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Independent Auditor’s Report to the Corporation of Birmingham Metropolitan College

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS

Opinion _

We have audited the financial statements of Birmingham Metropolitan College (“the College”) for the year
ended 31 July 2020 which comprise the Statement of Comprehensive Income and Expenditure, the Statement

of Changes in Reserves, the Balance Sheet, the Statement of Cash Flows and related notes, including the
accounting policies in note 1.

in our opinion the financial statements:

. give a true and fair view of the state of the College’s affairs as at 31 Juiy 2020, and of the College’s income
and expenditure, gains and losses, changes in reserves and cash flows, for the year then ended; and

. have been properly prepared in accordance with UK accounting standards, including FRS 102 The
Financial Reporting Standard applicable in the UK and Republic of freland, and with the 2019 Statement
of Recommended Practice — Accountmg for Further and Hrgher Education.

. meet the requirements of the Accounts Direction dated 25 October 2019 issued by the Office for Students -
{‘the OfS Accounts Dlrection ).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK} ("ISAs {(UK)") and applicabie
faw. Our responsibifities are described below. We have fulfilled our ethical responsibilities under, and are
independent of the College in accordance with, UK ethical requirements including the FRC Ethical Standard. We-
believe that the audit ewdence we have obtalned isa sufﬁcuant and approprtate basls for our opmlon

Going concern

The Corporation has prepared the financial statements on the going concern basis as it does not intend to
liquidate the College or to cease their operations, and as it has concluded that the College’s financial position
means that this is realistic. It has also concluded that there are no material uncertainties that could have cast
significant doubt over their ability to continue as a going concern forat Ieast a year from the date of approval of
the financial statements {"the going concern period”).

. We are required to report to you if we have concluded that the use of the going concern basis of accounting is
inappropriate or there is an undisciosed material uncertainty that may cast significant doubt over the use of that -
basis for a period of at [east a year from the date of approval of the financial statements. In our evaluation of
the Corporation’s conclusions, we considered the inherent risks to the College’s business model and analysed
how those risks might affect the College’s financial resources or ability to continue operations over the golng
concern period. We have nothing to report in these respects.

However, as we cannot predict all future events or conditions and as subsequent events may resuit in outcomes
that are inconsistent with judgements that were reasonable at the time they were made, the absence of
reference to a material uncertamty in this auditor's report is not a guarantee that the College will continue in
operation.

Other information

The Corporation is responsible for the other information, which comprises the Strategic Report and Statement
of Corporate Governance and Internal Control. Our opinion on the financial statements does not cover the other
information and, accordingly, we do not express an audit opinion or any form of assurance conclusion thereon. .

Our responsibility is to read the other information and, in doing so, consider whether, based on our financial
statements audit work, the information therein is materially misstated or inconsistent with the financial
statements or our audit knowledge. Based solely on that work, we have not identified material misstatements
in the other information.
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Independent Auditor’s Report to the Corporation of Birmingham Metropolitan College (continued)

Matters on which we are required to report by exception

Under the Post-16 Audit Code of Practice 2019 to 2020 (July 2020) issued by the Education and Skills Funding
Agency we are required to report to you if, in our opinion:

e adequate accounting records have not been kept by the Collége; or

e the College’s financial statements are not in agreement with the accounting records; or
* we have not received all the information and explanations we require for our audit.
We have nothing to report in these respects.

Corporation’s responsibilities

As explained more fully in their statement set out on page 20, the Corporation is responsible for: the preparation
of the financial statements and for being satisfied that they give a true and fair view; such internal control as it
determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error; assessing the College’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concein; and using the going concern basis of accounting
unless it either intends to liquidate the College or to cease operations, or has no realistic alternative but to do
so. :

Auditor’s responsibilities

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 our opinion in an auditor’s report.
Reasonable assurance is a high level of assurance but does not guarantee that an audit conducted in accordance
with 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 aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of the financial statements.

A fuller description of our responsibilities is provided on the FRC's website at
www.frc.org.uk/auditorsresponsibilities.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
We are required to report on the following matters by the OfS Accounts Direction.
In our opinion, in all material respects:

° funds from whatever source administered by the College for specific purposes have been properly
applied to those purposes and managed in accordance with relevant legislation;

° funds provided by the Office for Students, UK Research and Innovation (including Research England), the
Education and Skills Funding Agency and the Department for Education have been applied in accordance
with the relevant terms and conditions.

Matters on which we are required to report by exception

We are required by the OfS Accounts Direction to report to you where the College has an access and participation
plan that has been approved by the Office for Students’ director of fair access and participation and the results
of our audit work indicate that the College’s expenditure on access and participation activities for the financial
year disclosed in Note 9a has been materially misstated.

We are also required by the OfS Accounts Direction to repdrt to you where the results of our audit work indicate
that the College’s grant and fee income, as disclosed in note 2b'to the financial statements has been materially
misstated.

We have nothing to report in these respects.
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Independent Auditor’s Report to the Corporation of Birmingham Metropolitan College (continued)

THE PURPOSE OF OUR AUDIT WORK AND TO WHOM WE OWE OUR RESPONSIBILITIES

This report is made solely to the 'Corporation, in accordance with Article 22 of the College’s Articles of .

Government, Our audit work has been undertaken so that we might state to the Corporation those matters we
are required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted
by law, we do not accept or assume responsibility to anyone other than the College and the Corporation for our
audit work, for this report, or for the opinions we have formed.

VA

Mark Dawson

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

One Snowhill

Snow Hill Queensway

Birmingham

B4 6GH

15 March 2021

/
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Reporting Accountant’s Report on Regularity to the ‘Corporation of Birmingham
Metropolitan College and the Secretary of State for Educatlon actmg through the -
Education and Skills Funding Agency (F.SFA)

In accordance with the terms of our engagement letter dated [x] and further to the requirements and
conditions of funding in ESFA grant funding agreements and contracts, or those of any other public funder,
we have carried out an engagement to obtain limited assurance about whether anything has come to our
attention that would suggest that in all material respects the expenditure disbursed and income received by
Birmingham Metropolitan College during the period I August 2019 to 31 July 2020 have not been applied to
the purposes identified by Parliament and the financial transactions do not conform to the authontles which .
govern them. : : '

The framework that has been applied is set out in the Post-16 Audit Code of Practice issued by the ESFA, In
fine with this framework, our work has specifically not considered income received from the main funding
grants generated through the Individualised Learner Record (ILR) returns far whlch the ESFA or devolved
authority has other assurance arrangements in place.

This report Is made solely to the corporation of Birmingham Metropolitan College and the ESFA in
accordance with the terms of our engagement letter. Our work has been undertaken so that we might state
to the corporation of Birmingham Metropolitan College and the ESFA those matters we are required to state
in a report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the corporation of Birmingham Metropolltan College and the ESFA for. _
our work, for this report, or for the conclusion we have formed

Respectlve respons:bllltles of Birmingham Metropolitan College and the reporttng accountant '

The corporation of Birmmgham Metropolrtan College is responsnb]e, under the requlrements of the Further
& Higher Education Act 1992, subsequent legislation and related regulations and guidance, for ensuring that - '
expenditure disbursed and income received is applied for the purposes intended by Parlaament and the
financial transact:ons conform to the authorlties whach govern them :

Qur responsib_iiities for this engagement are established in the United Kingdom by our profession’s ethical
guidance and are to obtain {imited assurance and report in accordance with our engagement letter and the
requirements of the Post-16 Audit Code of Practice. We report to you whether anything has come to our
attention in carrying out our work which suggests that in all material respects, expenditure disbursed and
income received during the during the perlod 1 August 2019 to 31 July 2020 have not been applied to
purposes intended by Parllament or.that the fmancaal transactlons do not conform to the authormes whlch :

govern them.
Approach _' o _' AR B R _'
We conducted our engagement in accordance wuth the Post- 16 Audlt Code of Practlce |ssued by the ESFA_

“We performed a Iimlted assurance engagement as defaned in that framework

The objective of a limited assurance engagement is to perform such procedures as 1o obtaln information
and explanations in orderto prov:de us wnth suffiaent appropriate ewdence to express a negatlve conclus:on ‘

on regularlty

‘A limited assurance engagement is more limited in scope than a reasonable assurance engagement and
‘consequently does not enable us to obtain assurance that we would becorme aware of all significant matters
that might be’ |dentlﬂed ina reasonabie assurance engagement Accordmgly, we do not express a p05|twe_ o
opinion, - : : : S

Our engagement includes exam:natlon, on a test basrs of ewdence relevant to the reguiarity of the coilege 3
income and expendlture : : . - .
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Reporting Accountant’s Report on Regularity to the Corporation of Birmingham
Metropolitan College and the Secretary of State for Education acting through the
Education and Skills Funding Agency (ESFA) (continued)

The work undertaken to draw our conclusion included:

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

e Undertaking a risk assessment based on our understanding of the general control
environment and any weaknesses in internal controls identified by our audit of the financial
statements;

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

e  Testing transactions with related parties;

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

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

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

Conclusion

In the course of our work, nothing has come to our attention which suggests that in all material respects the
expenditure disbursed and income received during the period during the period 1 August 2019 to 31 July
2020 has not been applied to purposes intended by Parliament and the financial transactions do not conform
to the authorities which govern them. *

VA

Mark Dawson

For and on behalf of KPMG LLP, Reporting Accountant
One Snowhill

Snow Hill Queensway

Birmingham

B4 6GH

15 March 2021
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~ Statement of Comprehensi(:e Income and Expenditure

Notes

2020 2019

£'000 - £'000
INCOME - ’
Funding body grants ' 2a 40,651 49,721
Accelerated release of capital grants 17 ' So- - 2,480
Tuition fees and education contracts 3 6,018 6,940
Other grants and contracts 4 - 808 - 978
Other income ' : 5 3,128 1,022
Endowment and investment income 6 © 023 - 12
Total income A ‘ 50,628 61,153
EXPENDITURE .
Staff costs . _ 8 30,354 38,802
Other operating expenses g 14,471 19,701
Impairment Loss _ 12 - 18,625
Depreciation : 12 3,588 5,232
Interest and other finance costs 10 - 2,586 1,714
Total expenditure . 5099 84,074
Surplus/(Deficit} before other galns and losses . -{371) ' '(22,921)
Profit/(Loss) on disposal of assets 12 37_9 (793}
Surplus/(Deficit) before tax ‘ : . 8 (23,714)
Taxation . _ _ _ : i1 . .
Surplus/(Deficit} for the year _ 8 {23,714)
Actuarial {loss)/gain in respect of pensions schemes (27,341) '_ {4,634)
‘Total Comprehensive Income and Expenditure for the {27,333) (28,348)
year .
All items of income'and expenditure relate to continuing activities
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Statement of Changes in Reserves

Income and Revaluation Total

I-fxpendlture reserve
account

*£'000 £000 £000
Balance at 1st August 2018 . ' 13,782 10,517 24,299
Surplus/{Deficit) for the year : (23,714) - (23,714}
Other comprehensive income _ {4,634) - {4,634)
Transfers between revaluation and income and expenditure - 687 {687) -
reserves
Total comprehensive income for the year ' (27,661) (687)_ (28,348)
Balance at 31st July 2019 {13,879) . 9,830 {4,049)
Balance at 1st August 2019 ' (13,879) 9,830 (4,049)
Open balance correction : (6) - {6}
Surplus/(Deficit) for the year ' 8 - 8
Other comprehensive income : (27,341} - (27,341}
Transfers between revaluation and income and expenditure 4344 (4,344) -
reserves : ' ' '
Total comprehensive income for the year {22,989) (4,344) {27,332)
Balance at 31st July 2020 (36,874) 5,486 ‘ (31,388}

26




Birmingham Metropolitan College
Members’ Report and Financlal Statements
For the year ended 31" July 2020

Baiance sheet as at 31 .luly'

Notes 2020 2019
: £000 - £000
Fixed assets : . . ' '
Tangiblefixed assets ' - 62,650 69,329
' 62,690 69,329

Current assets e .o
Trade and other receivables . | . o : 14 921 . 2,141

Cash and cash equivalents . I 20 6328 3292
S R 7,249 - 5433
Less: Creditors —amounts falling due within one year 16 {20,402) . (25,380)
Net current liabilities. : {13,153) _ (19,947)
Total assets less current liahilities 49,537 49,382
Less: Creditors —amounts falling due after more than one year .'17 {12,210} (13,535)
Provisions S : :
Defined benefit obligations - L 19 (66,009) . (37,501)
Other provisions =~ "~ RO SL019 . (2,706) - {2,395).
Total net {liabilities)/assets .~ : o : {31,388) {4,049)

Unrestricted reserves

Income and expenditure account S ‘ . (36,874) - (13,879)
Revaluation reserve. =~ - - : : ' o 5,486 . - 9,830
Total reserves - : : o . - '{31,388) = (4,049)

The financial statements on pages 25 to 52 were approved by the Corporation on 11 March 2021 and were
signed on its behaif by: R : : .

Sit Dexter Hutt T o e PR Mr Cliff Hall
Chair of the Corporation Lo - Accounting Officer
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Statement of Cash Flows

Notes 2020 2019

£000 £000

Ca.slh inflow from operating activities ]
Surplus/(Deficit} for the year ' ' 8 {23,715}
Adjustment for non cash items Lo o
Depreciation _ . 3,588 - 5,232
{Increase)/Decreasein debtors . ’ ©1,220 (652}
Decreasein Creditors : : (742) {5,376)
Increasef{Decrease) in provisions : ‘ 311 162
Pensions costs less contributions payable ’ 903 2,422
Asset impairment - 18,625
Adjustment for investing or financing activities
Investment income {23) {12}
Interest payable y 1,643 617
{Profit)/Loss on sale of fixed assets (379) 793
Net cash flow from operating activities ' ‘ 6,529 {1,905)
Cash Hlows from investing activities
Proceeds from sale of fixed assets _ ‘ _ ' 5,915 4,799
Investment income ) o ) . 23 12
Payments made to acquire fixed assets _ R : R (2_,2_26) L {1,464)

3,711 3,347

~ Cash flows from financing activitles -

Interest paid {1,643) (617)
New unsecured loans - 4,300
Repayments of amounts borrowed | . (5,561) {3,159)

(7,204) 524
increase/(Decrease) in cash and cash equivalents in the year . 3,036 1,966
Cash and cash equivalents at beginning of the year ‘ 20 3,292 1,325
Cash and cash equivalents at end of the year 20 6,328 3,292

gosvi b
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Notes to the accounts
{forming part of the ﬁnanefa!_statements) :

1 Statement of accounting policies

The following accounting policies have been applied consrstently in deahng with items- whtch are conSIdered
materlal in relfation to the flna ncial statements. : :

Basis of preparatmn

These financial statements have been prepared in accordance w:th the Statement of Recommended Practrce
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). The college i is a pubhc beneflt entity and
has therefore applied the relevant public benefit requirements.of FRS 102.

The preparation of financial statements in compliance with FRS 102 requires the use of certain er|t|cal accounting
estimates. It also requires management to exercise judgement in applying the college's accounting policies.

Basis of accountmg

The financial statements are prepared in accordance with the historical cost convention.as modifled by the use
of previous valuations as deemed cost at transrtson for certaln non-current assets :

Gomg concern- basis of preparatron

The activities of the CoiEege, together with the factors likely to affect its future development and performance are set out in
the Strategic Report. The financial position of the College, Its cashfiow, hqmdrty and bdrrowmgs are presented inthe flnan(:ial
statements and accompanylng notes. - g . A .

Notwithstanding net current ilablllties of £13,153k at 31 July. 2020 the financial statements have been prepared ona gomg :
concern basis which the Corporation considers to be appropriate for the following reasons. U :

. The Corporation has prepared | cash flow forecasts for a period of at least 12 months from the date of approval of these
financial statements which indicate that, taking account of severe but plausible downsides, including the antICIpated impact
of COVID-19, the College will have sufficient funds to meet its liabilities as they fall due for that perlod

The Corporation continually reviews the financial performance of the College and takes mitigating action te address any
downturn in financial performance, including the 1mpact of reduced enroiment numbers, commercrat actrvrty and mcreased
-costs associated with COVID1S, : : S

The College has long- term loan facilittes agreed with Barclays and Lloyds and with the ESFA. The College was in breach of
one of its loan covenants with Lloyds at 31 July 2020 with cross-default clauses meaning that it was also in breach of the
covenants on its foans with Barclays and the ESFA. The College is negotiating with its lenders to waive these breaches and
to reset the covenants going forward, but these negotiations have not been concluded. Both the ESFA and the banks remarn
supportive of the Co!iege and the Corporahon is confident that the new loan covenants will be agreed

Accordingly, the Corporation is confident that the College wrll have sufficient funds to continue to meet its liabllities as they
fall due for atleast 12 months from the date of approval of the fmancaal statements and therefore have prepared the financial - .
statements on a gomg concern basis. : : :
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Notes to the accounts {continued)

1 Statement of a'ccounting policies {continued)

Recognition of income

Government revenue grants include funding body recurrent grants and other grants and are accounted for under
the accrual model as permitted by FRS 102. Funding body recurrent grants are measured in line with best
estimates for the period of what is receivable and depend on the particular income stream involved. Any under
or over achievement for the Aduit Education Budget Is adjusted for, and reflected in, the level of recurrent grant
recognised in the income and expenditure account. The final grant income is normally determined with the
conclusion of the year end reconciliation process with the funding body foliowing the year end, and the resuits
of any funding audits. 16-18 learner-responsive funding is not normally subject to reconciliation and is therefore
not subject to contract adjustments.

The recurrent grant from the Office for Students (OfS) represents the funding allocations attributable to the
current financial year and is credited direct to the Statement of Comprehensive Income.

Where part of a government grant is deferred, the deferred element is recognised as deferred income within
creditors and allocated between creditors due within one year and creditors due safer 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 are capitalised, held as deferred income and recognised in incomme over the expected
useful life of the asset, under the accrual method 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 refeased to income as conditions are met.

fee income

income from tuition fees is stated grosé of any expenditure which is not a discount and is recognised in the
period for which it is received.
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Notes to the accounts (continued)

1 Statement of accounting policies (continued}

Investment income

All income from short-term deposits is credited to the income and expendlture account in the peried in wh:ch it .
is earned on a receivable basis. :

Agency drrangements

The College acts as an agent In the collection and payment of certain discretionary support funds, Related
payments received from the funding bodies and subsequent disbursements to students are excluded from the -

income and expenditure of the College where the Coltege is exposed to minimal risk or enjoys minimal economic .

benefit related to the transaction.

Accounting for post-employment benefits

Post-employment benefits to em;iioyees of the College are principally provided by the Teachers’ Pension
Scheme (TPS) and the Local Government Pension Scheme {LGPS). These are defmed 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 catculated s0 as Lo 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 quaiaﬁed actuaries
on the basis of valuations using a prospective benefit 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 perieds during which services are rendered by employees

West Midlands Local Government Pension Scheme (LGPS}

The LGPS is a funded scheme. The assets of the LGPS are measured using closing fair values. LGPS liabilities are
measured using the projected unit credit method and discounted at the current rate of return on a high-quality
corporate bond of equivalent term and currency to the liabilities. The actuarial valuations are obtained at least
triennially and are updated at each balance sheet date. The amounts charged to operating surplus are the
current service costs and the costs of scheme introductions, benefit changes, settlements and curtailments. They
are included as part of staff costs as incurred. '

Net interest on the net defined benefit liability/asset Is also recognised in the Statement of Comprehensive
Income and comprises the interest cost on the defined benefit obligation and interest income on the scheme
assets, calculated by multiplying the fair value of the scheme assets at the beginning of the period by the rate
used to discount the benefit obligations. The difference hetween the interest income on the scheme assets and
the actual return on the scheme assets is recognised in other recognised gains and losses. :

Actuarial gains and losses are recognised immaediately in other recognised gains and losses.
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Notes to the accounts (continued)

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 Colfege’s income in the year that the member of staff retires. In subsequent years
a charge is made to provisions in the balance sheet using the enhanced pension spreadsheet provided by the
funding bodies. :

Non-current Assets - Tangible fixed assets

Tangible fixed assets are stated at 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 FE
HE SORP, are measured on the basis of deemed cost, being the revalued amount at the date of that
revaluation. ' '

Where parts of a fixed asset have different useful lives, they are accounted for.as separate items of fixed assets.

Land and buildings
Freehold buildings are depreclated on a séraight-line basis over their expected useful lives as follows:

¢ Freehold - 50 years
¢ Leasehold -~ 50 years
¢ Refurbishments — 15 years

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

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

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

On adoption of FRS 102, the College followed the transitional provision to retain the book value of land and
buildings, which were revalued in 1996, but not to adopt a policy of revaluations of these properties in the
future. ) :

Assets under construction

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

Subsequent expenditure on existing fixed assets

Where significant expenditure is incurred on tangible fixed assets after initial purchase it is charged to income
in the period it is incurred, unless it increases the future benefits to the College, in which case it is capitalised
and depreciated on the relevant basis.
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Notes to the accounts (continued)

1 Statement of accounting policies (continued)

Equipment

Equipment costing less than £5, OOO per individual item is written off to the income and expendnture account in
the period of acquisition. All other equipment is caprtahsed at cost.

Inherited equipment is deprecaated on a straight-fine basis over its remaining usefu! ecenomic life to the College
of one and a half to four years. All other equment is depremated over its usequ economic iife as follows:

¢  Motor vehicle's_ and general equipment - - .. _3-8 years.
s Computer equipment R ..« 3years
s Furniture and fittings - - - =1 Byears
* Plant - 8-10 years

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

Investments

Listed investments held as. non-current assets and current asset investments, which may include listed
investments, are stated at fair value, with movements recognised in Comprehensive Income. Investments
comprising unquoted equity instruments are meastured at fair value, estimated using a valuation technigue,

Inventones n

Inventories are stated at the lower of their cost and net reallsable value bemg sellmg price iess costs to compiete )
and sell. Where necessary, prowsson |s miade for obsoiete, slow -meving and defectlve :tems :

Cash and cash equivalents

Cash includes cash in hand, deposits repayable on demand and overdrafts. Depostts are repayabie on demand if
they are In practice available W|thm 24 hours without penalty. . :

Cash equivalents are short term, hlghly liguid investments that are readily convertible to known amounts of cash
with insignificant risk of change in value. An investment quallf’ esasa cash equwaEent when it has matunty of 3
months or less from the date of acqunsnt:on : : - i

Financial liabilities and eqwtv

Financial liabilities and equity are classified accordmg to the substance of the flnanaal lnstrument‘s contractuai o
obligations, rather than the fmanma[ Instrument’s legal form. O S

Alt loans, investments and short term deposnts held by the College are class:fled as basic financial instruments
in accordance with FRS 102. These instruments are initially recorded at the transaction price less any transaction
costs (historical cost). FRS 102 requires that basic financial instruments are subsequently measured at amortised
cost, however the College has calculated that the difference between the historical cost and amortised cost basis
is not material and so these financial instruments are stated on the balance sheet at historlcai cost. Loans and.
investments that are pavable or receivable within one year are not dlscounted
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Notes to the accounts {continued)

1 Statement of accounting policies {continued)

Foreign currency translation

Transactions denominated in foreign currencies are recorded using the rate of exchange ruling at the date of
" the transaction. Monetary assets and liabllities denominated in foreign currencies are translated at the rates of
exchange ruling at the end of the financial year with all resulting exchange differences heing taken to the income
and expenditure account in the period in which they arise. '

N

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 <1% 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.

Provisions and contingent liabilities
Prowsmns are recognised when

e the College has a present legal or-.constructive obhgatlon as a.result of a past event,
s jtis probable that a transfer of economic benefit will be required to settle the obligation and
» areliable estimate can be made of the amount of the obligation,

Where the effect of the time value of money is material, the amount expected to be required to settle the
obligation is recognised at present value using a pre-tax discount rate. The unwinding of the discount is recognlsed
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 Habilities are not recognised in the balance sheet but are disclosed in the notes to the financial
statements.
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1 Statement of accounting policies {continued)

Judgements in applying accounting policies and key sources of estimation uncertainty
in preparing these financial statements, mana'gement have made the following judgements:

s Determine whether leases entered into by the College either as a lessor or a lessee are operating or finance
leases. These decisions depend onh 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. :

» Determine whether there are indicators of impairment of the group’s tangible assets, tnc!udlng goodwill.
Factors taken into consideration in reaching such a decision include the economic viabllity and expected '
future financial performance of the asset and whereitis a component ofa Iarger cash-generatlng unit, the
viability and expected futu re performance of that unit.

Other key sources of estimation uncertainty

s Tangible fixed assets

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

o local Government Pensmn Scheme

The present value of the Local Government Pension Scheme defined beneﬁt Inabthty depends ona 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 disciosed in note 25, 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 2019 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 valuataon N
would nmpact on the carrylng amount of the pens:on llabliity ' : : o
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2a Funding council grants

2020 2019

£°000 £'000
Recurrent grants
Education.and Skills Funding Agency - adult education budget 11,385 13,758
Education and Skills Funding Agency — 16 -18 23,585 31,155
Education and Skills Funding Agency - apprenticeships 3,006 3,746
Office for Students : 327 362
Specific Grants '
Teacher Pension Scheme Contribution Grant 1,047 -
Releases of government capital grants 1,291 700
Total - 40,651 49,721
2b OFS - Grant Income and Fees

2020 2019

£000 £000
Grant income from the Office for Students 327 362
Fee income for taught awards {exclusive of VAT) 1,161 1,400
Total - 1,488 1,762
FE grant and fee income have been excluded from the note above.
3 Tuition fees and education contracts

2020 2019

£'000 £000
Adult education fees. 715 1,509
Apprenticaship fees and contracts 542 525
Fees for FE loan supported courses 2,605 2,041
Fees for HE loan supported courses 555 602
Total tuition fees 4,417 4,677
Education contracts 1,601 2,263
Total 6,018 6,940
4  Other grants and contracts

2020 . 2019

£'000 £'000
Eurgpean Commission 110 221
Other grants and contracts 639 757
Coronavirus Job Retention Scheme 59 .
Total 808 978

The corporation furloughed some of the JLR (Jaguar Land Rover) staff under the government's Coronavirus Job
Retention Scheme. The funding received of £58,515 relates to staff costs which are included within the staff
costs note below as appropriate.
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5 Otherincome

Other income generatang activities

Consideration for transfer of Art & Design Centre courses .

Non government capital grants

Total

6 Investment income

Other interest receivable .

7 Donations

Unrestricted donations
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-2020 2019
£'000 £'000

695 288
2,400 -
34 34

3,129 -

1,022

2020 2019
£000 £000
23 12
23 12
2020 2019
£'000

£000
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Notes to the Accounts {continued)
8  Staff costs

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

2020 2019

No. ~ No,

Teaching staff o - 363 476

Non teaching staff : _ ' 289 408
652 - 884

Staff costs for the above persons .

2020 2019

£000 £000

Wapges and salaries 20,867 27,880

Soclal security costs ‘ . . - 2,008 2,685

Other pension costs ‘ 5,609 7,067

Payroll sub total ' ' . 28483 37,642

Contracted out staffing services ' _ 1,037 1,142
‘ _ ' : 29,520 38,784 -

Restructuring costs » - S contractual o742 01,031

non contractual - -

Levy Payments . ‘ ‘ 92 : 129

30,354 39,944
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8 Staffcosts .
Key management pers_onnel_. -

Key management personnel are those persons .having authority and responsibility for planning, _
‘directing and controlling the activities of the College and are represented by the College Senjor - -
Leadership Team which comprtses the Principal, Company Secretary and other senior academic and . .
support posts. Staff costs |nclude compensatmn pa:d to key management personnel for ioss of._
'OffICe : A . . : L . .

Emo_lurne nts of Key m'a_n'a:g_ement. pe_rs_ennel, Ac_cel'u'n_tin'_g'_(_)fficer and ofh_er hi_ghe_r paid s_taff_. g

. 2020 . _2019 :.'.:. L
“No, -~ . No.

The number of key management personnei mcludmgtheAccountmg g 12 S 14
Offlcerwas . : B P AR D

The number .of key management personnel and other staff who received annual- ‘emoluments,
excluding pension contrnbutions and employers natlonal insurance but |nclud:ng beneﬂts in kind, in
kthefollow:ng ranges was; _ A : : - L I

o '-3Key_Managenient_P_efson'ne_l RIR _-Other_-s_taff. e

2020 2019 20200 - 02019 e

'£60,001 to £65,000 -
£65,001 to £70,000 -
. £75,001 to £80,000 - - -
~ £80,001 to £85,000 - -
. £85,001t0.£90,000 . . .
- £100,001 to £105,000 "
© £115,001 to £120,000 .
* £130,001 to £135,000 - .
. £145,001 to £150,000 .
'_’.£155001to£160000-‘_1-' R e S T TRRA A EER NI A
CE265,00110€270,000 e A o

1
11
R R N S

NN Uy
T I 1T~
1]
i

S '.'.
1
r
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8  staff cdsts

Key management personnet compensation is made up as follows:

2020 2019

£000 £000

Salaries - gross of salary sacrifice and waived emoluments 944 1,126
Employers National Insurance 113 143
Benefits in kind ) - -
: 1,057 1,269

Pension contributions 128 133
Total emoluments 1,185 1,402

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

The above compensation includes amounts payable to the Accounting Officer (who is also the highest
paid officer) of: '

2020 2019

£'000 £°000

Salaries o . 160 133
Benefits in kind _ . - -
160 133

Pension contributions - -

\The College's Accounting Officer, and other key management personnel, are paid a fair and

appropriate remuneration based onthe value delivered by the individuat in carrying out

their role. The factors considered by the Cotlege are market rates, roles, skills and experience,

The increase in cost compared to 2019 is due to the post holder being in post for the full academic year

The remuneration packages of the Accounting Officer and other key management personnel are
regularly bench marked using sector and local information, and remuneration decisions are
based on robust evidence,

Relationship of Principal/Chief Executive pay and remuneration expressed as a multiple

2020 2019

Principal's basic salary as a multiple of the median of all staff 5.8 5.7
Principal and CEQ's total remuneration as a multiple of the medlan ' 5.8 ‘ 57

of all staff

The members of the Corporation other than the Accounting Officer and the staff member did not
receive any payment from the institution other than the reimbursement of travel and subsistence
expenses incurred in the course of their duties. :
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g  Other operating expenses

Teaching costs
Non teaching costs
Premises costs

Total
Other operating expenses include:
Auditors’ remuneration:
Financial statements audit
internal audit

Depreciation
Other services provided by the financial statements auditors

9a. Access and participation spending

Access Envestment

Financial Support to Students,
Disability Support

Research and Evaluation
Total

10 Interest payable

On bank toans, overdrafts and other [oans:
On finance leases
Net interest on defined pension liability and enhanced pension

Total

11 Taxation

Birmingham Metropolitan College
Members’ Report and Financial Statements
For the year ended 31+ July 2020

2020 2019
£000 £/000
3,517 4,606
7,714 8,416
3,240 5,536
14,471 18,559
2020 2019
£'000 £000
45 32
64 67
3,588 5,232
- 3
2020
© £'000
82
82
2020 2019
£'000 £/000
1,643 617,
1,643 617
942 1,097
2,585 1,714

The College was not liable for any corporation tax arising out of its activities during either period.
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12 Tangibfe fixed assets

Land and buildings Equipment  Assetsinthe . Total
Course of
. . Construction
Freehold * Long o
leasehold o A
£'000 £'000 £_'000 5 £'00l_'.l £000
Cost or valuation _ _ o
At 1 August 2_0_19 : . o 128,126 - 110 10,685 . 158 139,079
Additions B 171 - - 2138 .4 2,310
DLSF Transfer i - - - a4y . - {47)
Transfer Asset Under Construction - - . 158 {158) -
Disposals {15,283} - {17} (4) (15,304}
" At31iluly2020 113,014 110 12,914 {0) 126,038
Depreciation
At1August2019 61,332 38 8,380 - 69,750
Charge for the year 2,645 4 939 . -. .. 3,588
' Elimination in respect of disposals {9,589} - {1) G e (9,990} -
At31july2020 o0 o0 53988 - 43 “ 9318 . . 63,348
Net book value at 31 July 2020 © - 58,026 68 3,596 0) 62,690
Netbookvalueat31july2019 66,794 72 2,305 158 69,329

Following the disaggregation of the College’s delivery in the Black Country on 31 July 2019, the College identified
a number of assets that would be earmarked for disposal mcludmg the Hagley Road snte, Advanced DeS|gn'
Centre, Kidderminster Academy and Mlllennium Point. . : .

Kidderminster Academy and M:iienmum_?omt are leased properties. The College came out of Millennium Point
during November 2019 and have instructed Freeths to instigate the break clause for Kidderminster Academy in
April 2022, Di!apidation costs of £332k have been included within these accounts for Kidderminster Academy.

The Advanced Design Centre was sold to Dudley College i in March 2020, Hagley Road site sold to Oid Swmford
Hospital School in April 2020 and Longiands in soid in Juiy 2020 . : . :
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13  Non-current In\{estmen_té_ . S L L
R X U £'000 . '£'000 -

© Investments in subsidiary companies = . : el Lom

Investments in associatecompanies | . o e L el R

-Other non-currentassetinvestments .. LT

Total ..i . ._ : ...: . ;...: ) :._ : ._.: _;..: _... . g _‘} — :_:1.; N

.14 - Trade and other receivables - T O
T C20200 072088
. LA CE000 L E000
Amounts falling due within one year: - EERPUNTRCI A

Trade recelvables - 1. -0 - S t39 842
Other debtors -0~ : N IO SIS N
Prepayments and accrued income T S |- S o ';837
Amounts owed by the ESFA ~ "~ . .t s30 oo 451
Obligations under VAT scheme -~ LR T R

Total ; S T T e 2,141

15 Current investments - . T EEE T
e _ '_202_0_ LURR0A9

Short term deposits Lo L R,

Total_':_-.' R pen - el

16_ . Creditors: amounts falling due within one year . " B AL ATU LA TR
PR R S P 2020 002008
CE00 L E00 ¢
. Bankloans and overdrafts e la9e3 il TBSRY
CESFAloan - S i tsg3p 07633
“Trade payables -~ LTt T ABE LT 2,004
Obligations under VATscheme ! Do R S 13- e
' Other taxation andsocnalsecunty 030 1,189
Payments received on account - G T ele 396
Accruals -0 L U712 T 4,653
Deferred income - govemmentcapstalgrants i lT7ea s 720
'Otherdebtors S e L T T e

Total ST 20402 25,380

a7 Creditors: amounts falling due after one year TR AR
D T R T 2020 ”_-“ 2019 -
CE000 U000

Deferred income - .government capital grants ﬁ':: : . :':'_ 212,210 - 13535

Total v eolno s T Tagan0 18,885 EEE
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Notes to the Accounts {continued) -
18 Maturity of debt
{a) Loans and overdrafts

Loans and overdrafts are repayable as follows:

2020 2019

£'000 £'000

in oneyear or less: Bankloan 4,993 ' 8,852
ESFAtoan : 5,830 7,533

Total : 10,823 . 16,385

At 31 July 2016, 2017, 2018, 2019 and 2020, loan covenants with Lloyds and Barclays Bank had been
breached and formal waivers from the banks were not in place as atthose dates. The College is working with
the banks to reset covenants in the first half of 2020/21. This is as a result of the implementation of the
College’s Recovery and | mprovement Plan and the immediate impact this has had on the level of bank debt
and in-year financial performance. This was delayed from eariier in 2019/20 as a result of COVID19 and the
requirements of the banks to review performance in Q1 of 2020/21. However, in accordance with Financlal
Reporting Standards, the College was deemed not to have an unconditional right to defer payment for more
than 12 months at the balance sheet date.

There are now three loans in progress, two from the former Matthew Bouiton College and one from the former
Stourbridge College. ' ' : SR o

1. The former Matthew Boulton Coi'Eege toan is secured on a portion of the freehold land and buildings of the
Matthew Boulton Campus, bears interest at5.10% and 5.22% and s repayable by instalments falling due
between 1 August 2007 and 31 July 2030. The outstanding balance transferred on merging was £3,732,000.

2. The former Stourbridge College ioan agreement with Lloyds Bank bears interest at 6.18%, 6.235% and
6.265% is repayahle by Instalments falling due between 2011 and 2035. The outstanding balancetra nsferred
on merging was £7,686,000. ’

The ESFA loan is subject to interest calculated annuaily at PWLB rates
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19 Prouisions _ G A T
' " Defined - _Enhanced . .Other ' - ‘Total
benefit .penswns_ : : T L
Obligations -~ - S S
'000-. T E'.OOU S €000 £°000
At1Augu5t2019 LR e 37501-_ S 2315 0 B0 39,896
‘Expendlturelntheperlod LRI .530 R _' .'(1_30) 332 S - 8e2 .
Transferred fromlncomeand expendltureaccount S 0718 o n 18S S 00T -

Actuarialloss - oA T QTR0 T e SRR 27,010
'-RE’EE‘SEIHPFOV“EU‘J e OIS L TP {80) “o (80}

' At311u|y2020 e T 66,009 2374 R T j63,715 -

Defined beneﬂt obhgatuons relate to the liabilities under the College s membershlp of the Local Government pensmn o
Scheme, Further details are gwen in Note 22. :

Other provisions relate toa Eegal obiigation toca rry out remedial pipework in the institution's_lea se_ho_ld building.
The enhanced pension provmon relates to the cost of staff who have. aiready left the Colieges employ and
commitments for reorganisation costs from which the College cannot reasonably withdraw .at the balance sheet date

This provlsion has been recalcuiated in accordance wath gu;dance lssued by the fundmg bOdIES

The prmctpal assumptuons for thls caiculatlon are

: Pncemﬂatlon Ch i o TR R a 130% 200% L

2020 . 2019

Djscou:n.t.rate B . k L ; e ¥ R ‘L 2‘20% i 2_20% .:_ .

20 Cas_h_a__nl_i_oa_sh_eqoi_valgnl:s R
o At 1 August Cash flow_r.__ _' L Other A3 July :
2019 U changes - 2020

“E000 _' 1-:'000 il E000 L 000

lCash_and cashequ_iva_le_nt_s . : s : o ._..;:_-3’292- 3,036 T - o ._::6,3_2_8

Total ...:.: : g : 3292 . 3,036 S T 6328

.21 Capital_comm'ltments__': AL S RIS P
T Lo 2020 00 2019
L £000 . £7000

B Commitmenté_contra_ctedforat_Bl_JuEy E L ' s L 13 ' 1,379
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Notes to the Accounts (continued)
22 Lease Obiigation.s

At 31 Juby the College had minimum fease payments under non-cancellable operating ieases as follows:

2020 2019 .
£000 : £'000
Future minimum lease payments due
Land and buildings
Not later than one year 41 : -
Later than one year and not later thanfive years 1,140 612
later than five years ’ 247 3,405
1,428 4,017
~ Other
Not later than one year - -
Total lease payments due 1,428 4,017

23 Contingent liabilities
The College has ho contingent liabilites as at 31 July 2020 (2019: £nil)
24 Events after the reporiing period

There have been no events after the end of the reporting period.
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25 Defined benefit obligations

The College’s employeas 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 West Midlands Pension Fund. Both are multi-employer defined-benefit
plans. ,

The pension costs are assessed In accordance with the advice of independent qualified actuaries: The |atest
formal actuarial valuation of the TPS was 31 March 2016 and of the LGPS 31 March 2019.

Total pension cost for the year 2020 2019

: ' £'000 £'000
Teachers Pension Scheme: contributions paid ‘2,483 2,450
tocal Government Pension Scheme: .
Contributions paid 1,491 2,963
FRS 102 {28) charge 1,635 1,654
Charge to the Statement of Comprehensive Income 3,126 . 4,617

Enhanced pension charge to Statement of Comprehensive
{Income - -

Total Pension Cost for Year 5,609 ' 7,067

Contributions amounting .to £558,000 (2019:£587,000) were payable to the scheme and are included in
creditors.

Teachers’ Pension Scheme

The Teachers® Pension Schema (TPS) is a statutory, contributory, defined benefit scheme, governed by the
Teachers’ Pension Scheme Regulations 2014. These regulations apply to teachers in schools and other
educational establishments, including colleges. 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 Pariiament.

Under the definitions set out in ERS 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 availabte 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.
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25 Defined benefit obligations {continued)

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 established 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 valuatlon date) of £198 billion gnvtng anotional
past service deficit of £22 billion. ‘

As aresult of the vaEuation, new employer contribution rates were set at 23.68% of the pensionable
pay from September 2019 onwards {compared to 16.48% during 2018/19. DfE has agreed to bay 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 supportmg documentation can be found on the Teachers'
Pension Scheme website.

The pension cost paid to the TPS in the year amounted to £3,620k (2019: £3,750k)

Ltocal Government Pension Scheme

The LGPS is a funded defined-benefit plan, with the assets held in separate funds administered by West

-Midlands Pension Fund. The total contribution made for the year ended 31 July 2020 was £1,903,958
of which employer’s contributions totalled. £1,409, 416 and employees’ contributions totalled
£494,542. The agreed contribution rates for future years are 17.3% for employers and range from 5.5%
to 7.5% cent for employees, depending on salary.

. Past service costs include £Nil (2019: £709,000) in relation to the estimated impact of the recent
MecCloud judgement. This represents approximately 0.5% of total I]aibi_lities.

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. Following a review of the original report
by the College auditors the College requested the incorporation of a Iower mﬂatson assumption that
reduced the present value of the defmed benefit obligat:on S : :

At 31 July At31JuIy

2020 2019

Rate of increase in salaries P _ o _ 3.14% . 3.90%
Future pensions increases R o o 2.25% C2.40%
Discount rate for scheme liabilities ——~ © - o - 1.35%% 0 . 2.10%
Inflation assumption (CPI) ) o 2a4% . 2.40%
Commutation of pensions to I_umpsums _ S ? L C50% 50%
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25 Defmed beneflt obllgations (continued)

. Local Gpvern_ment Pen_sion Sq_:he_m_e (Continued)

' _Thecurrentmqrtality_assumpfip_nsincludesufﬂcientallo:wa'_ncefpr,_3 AT AR o
: R ERTER TR At31]uly - At311u[v_'._

e 20200 2019

s e P e L years L years

Retiring today - ‘ SRR o

~Males i
Femaies o

2420 2320

Retfrmg in 20 years ' "3: R
Males T
_ Females - =

Co23s0 2260
26002500

The College's shareof the assets in the plan and the expected rai:es of return were:

.Long-term - FairValueat . - . Long-term . .. Fair Value at
rateof . -31July2020 rateof .. 31July2019
creturn D Dreturn :
. ".exp_ecfe_d_a_t SR - expected at ' :
S BLuy2020 C o UBLuly2019 0 Lt

Equities ~. - . o . U 5600% 49,482 1 60,00% . 56,468
Bonds - Government. ST .00% . 09556 0 9.00% - - 8,895
Bonds -Other =~ U0 400%. 03,417 400% 0 0.0 3,554
Property - - . o U800%. . - 6639 . 800% - LI 7,667
Cash " 0 o U7.00%. G UB843 L U UA00% 03,392
Other .=~ .l 1500% o, 013146 . 1500% . . .13948 .
Total market value ofassets R Lot o8g,083 i i 193,924 -

Welghted average expected Iong :
term rate of return . ;
 Actual return on p_Ian_ assets - S o '_(‘1,8_8_9')_':- L ~o . (5,556)

' The amount _.i'nclud_ed in th:e' balance _._s.h_ée't in respect of the daﬁnéd beﬁefit b_ens_i_on plan is as fdlio_w_s:

ST2020 . 2019
Loo#000 v '£'ooo r

88083 . 93,924

(154,041) " - (131377)
CEBL) 48y
. (66,009) * - (37,501) -

Fair value of pian assets ‘.
* Present value of plan llabilktles S
Present value of unfunded liabilities . -~ . =
Net pensions liability {(Note 19} -~

- :'4_9 -
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25 Defined benefit obligations {continued)
Local Government Pension Scheme (Continued)

Amounts recognised in the Statement of Comprehensive Income in respect of the plan are as follows:

2020 2019
£000 £'000
Amounts included in staff costs
Current service cost 3,058 3,737
*Past Service Costs ‘ - 493 908
Total 3,552 4,645
Amounts included in investment income
Net interest income 718 _ 768
718 768
Amounts recognised in Other Comprehensive Income
Return on Fund assets in excess of interest ) . o a7y 3,226
Other actuarial gains on assets o ‘ (6,245) ' -
Changein financial assumptions . Sl o007 (14,821) - (14,697)
Change in demographic assumptions (3,681) 6,837
Experience gain on defined benefit obligation (4,561) -
Settlement prices received / (paid} _ ) 2,014 -
Amount recognised in Other Comprehensive Income (27,341) - {4,634)
Movement in net defined benefit liability during the year :
: 2020 2019
£000 £'000
Deficitin scheme at 1 August ' {37,501) (30,400)
Movemerit in year: )
Staff Costs ‘ {1,635) {4,645)
Employer contributions _ 3,256 2,991
Net interest on the defined liability {718) (768)
Administration expenses (56) (45)
Actuarial gain X : {29,355) (4,634)
Net defined benefit liability at 31 July (66,009) {37,501)

* past service costs above include ENit {2019: £709,000) in relation to the estimated :mpact of the
recent McCloud judgement. This-represents approximately 0.5% of total liabilities .
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. 25 Def‘ ned beneflt obllgatlons (contmued)
Local Government Pensron Scheme (Contmued)

Asset and Lia_bility Re_c_qnciiiation L

Deficit contrlbutions _

" 2020

12019

A e s R o g000 i £000
Changes in the present value of deflned benefit pb_lig_at_ions P ROREE TR
_Defmed benefit obhgatlons at start of perrod N 131,425 . 117,823 -
'-CurrentServrce cost <. ' 3,059 3,737
Interest cost :. L 2,654 . 3008 0
Contributions by Scheme pa rtlupants a _ -506. - Ll :'-_'.'7_0_8. o
Experience gains and losses on defined benefltobllgations S - '4,561 ' ool
Liabilities assumed on settlements -~ - (3,951) S
Changes in financial assumptions - 14,821 . ;14,697
Changes In demographic assumptions 3,681 . (6,837)

Estimated benefits paid B {3,152} (2,704)
Past Service cost 493 . - 908
Unfunded pension payments sy o (8)
Def‘ ned benefit oblrgatlons atend of perlod 154,092 " 131,425
: Reconciliatlon of Assets :
Fa|r value ofplan assets at start of perrod PR 003,924 i BTA23
" intereston plan assets . C1,936 0 2,330
‘Return on plan assets. SN Cri{Any 3226
~ Other actuarial gains (6,245) e
Employer contributions, RN ' L 03,256 . AR 2,991 .
Contributions by Scheme particzpants SRS 506 - 708
Estimated benefits paid : o S (3,57) . (2,709) -
Administration Expenses S (56). 1 (45)
Settlement prices received . - {2,034) - LRI
Falr value of plan assets at end of perlod ‘88,083 - 93924 . ¢

“In Aprit 2013 the Coiiege entered intoan agreement wnth the LGPS to ma ke additaona] contn butlons L
these totalied £1,210,000 which are in addition to normai fundmg ie\.rels untri the next fuII vaiuatlon

. at WhICh pomtthe 5|tuat| on WJIE be rewewed agam
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26 Related party transactions

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

The total expenses paid to or on behalf of the Governors during the year was £760; 3 governors (2019: £1,949; 3
governors). This represents travel and subsistence expenses and other out of pocket expenses incurred in
attending Governor meetings and charity events in their official capacity.

No Governor has received any remuneration or waived payments from the College or its subsidiaries during the
vear {2019: None).

Transaction with the ESFA and OfS are detailed in notes 2, 12 and 13

Estates, Finance {including Payroll), Governance and IT were recharged to Harborne Academy during the year this
totalled £55,445 {2019: £147,556)

27 Amounts dishursed as agent. -

Learner support funds

2020 2019

£'000 £000

Funding body grants — 16-18 Bursary 880 1,908
Other Funding body grants 307 488
1,187 2,396

Disbursed to students ' ’ (797} (1,866)

" Administration costs {55) (61)
Balance unspent as at 31 July, included in creditors . 335 469

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

Statement of Comprehensive Income.
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