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Operating and financial review Period ended 30 September 2015

The Governors present their report and the audited financial statements for the 14 month
period ended 30 September 2015.

Mission Statement

Orchard Hill College provides a positive environment where students can learn and achieve.
With bases across London, closer to where students live, learning takes place where it will
be used and we can help students to build community learning, living and working
opportunities.

Outcomes for students

The College has maintained its focus on the outcomes of learning post-College. Our aim is
to ensure that outcomes reflecting each individual student's aspirations and talents are
brokered, established and sustained. This is achieved in two ways: a) gearing the learning at
the College to enable the student to gain the skills and experience needed to achieve the
outcomes; and b) working in partnership with families, employers and colleagues in
education, housing, health and social services.

Excellence in teaching and learning

The criteria by which we judge quality and standards have been implemented fo facilitate the
sharper focus on outcomes which have a lasting impact, described above. The College has
used intensive coaching methods alongside training to upskill staff. A suite of curriculum
structures and guidance has been established alongside consistent frameworks which are
implemented across all centres, External verification has been used to provide additional
feedback to teachers to support them in developing their skills and practice.

Reputation for partnership working

The College has developed an extensive range of partners in recent years. Feedback from
partners shows that they value our ability to 'get things done’ and to work with them in a way
which engenders their trust.

Local Authority (LA) offer

The College’s strategy for the past few years has centred on supporting students to progress
within their local communities, enabling them to gain skills and contacts within their focality
which will help to sustain outcomes. The College has strong relationships with LAs,
particularly in South London and Surrey. Changes arising from funding shifts and the
implementation of Special Educuation Needs and Disabilites (SEND) reforms laid out in the
Children and Families Act 2014 provide ‘incentive for LAs to work more closely with us fo to
secure more sustainable outcomes for students. In recent years, the College has tried to
facilitate improved coherence between the destinations we establish and the ongoing
support from LAs in sustaining them. These developments can be used to help to achieve
this aim.

Capacity building
The College has continued to expand the provision offered through all five of its centres, and

has continued to develop its shared services model both through support to existing partners
and consultancy services to external providers.
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Operating and financial review Period ended 30 September 2015

Legal Status

Orchard Hill College (OHC) is a London Borough of Sutton maintained College coming
under the Children, Young People and Learning Services with delegated authority and
responsibility to draw funding direct from different funding bodies. However, the College has
transferred its operations to an independent charitable company on 1 October 2015. Direct
relationships with different funding bodies will be maintained.

Orchard Hill College Academy Trust (OHCAT)

Following the establishment of Orchard Hill College Academy Trust in 2013, the Coliege has
continued to support Carew Academy. The school was inspected by Ofsted in June 2015
and was graded as Good overall, with Outstanding for behaviour and safety.

OHCAT was approached by the DfE in summer 2014 to sponsor a second school, Chantry
School in Hillingdon. Following the consultation process, Chaniry became Young People’s
Academy on 1 April 2015.

A third school, Hillingdon Tuition Centre, elected to join the Trust and converted to academy
status as the Skills Hub on 1 September 2015.

OHCAT is an independent entity from the College itself. The College can appoint one of the
three members of the Academy Trust, but has no entitlement to appoint any Directors to the
Board of the Academy Trust. Caroline Allen, the Principal of the College, has been
appointed as Chief Executive Officer for OHCAT, is a member and is also a Director of the
Academy Trust. Transactions between the College and the Academy Trust during the year
are detailed in Note 18.

Financial objectives

The College’s financial strategy is to ensure a robust, solvent and sustainable financial
position that supports the College’s core activities and strategic plans to be implemented. To
achieve this goal, the following objectives have been set:

e Further develop the financial and management accounting reporting by implementing
a comprehensive resource allocation exercise to determine curriculum and service
budget resources.

Raise participation and achievement by managers in the budgeting process.

improve access to financial information for managers.

Improve the effectiveness and efficiency of the financial systems.

Ensure appropriate risk management and options appraisal of operations.

To increase diversity of income sources.

Maintain a positive cash flow position.

Invest in technologies to realise strategic objectives.

Compliance with statutory and mandatory financial reporting and procedure
requirements.

Access available funding sources for projects and capital.

Develop collaborative partnerships.

Build up reserves to help support capital projects for new Centres.

® 4 & 2 B 5 8 »
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Operating and financial review Period ended 30 September 2015

Financial result

The College incurred an operational deficit in the period of £1,045k (2013/14 — operational
surplus of £104k),

At the balance sheet date the College had accumulated reserves of £0.4million (2013/14 -
£1.4million) including cash balances of £1.7million (2013/14,— £3 2million).

The College previously had a significant reliance on the government for its principal funding
source, largely from recurrent grants. In 2013/14 funding bodies provided 35% (excluding
deferred grants) of the College's total income. In 2014/15, due to the change in the
government funding methodology, the recurrent grant from the funding bodies formed 37%
of the College’s total income with 57% of the income coming from the Local Authority.

Treasury policies and objectives

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

Cashflows

The College’s cash balances decreased by £1,579k during the financial year (2013/14 -
decreased by £21k). Operating cash outflows have significantly increased compared to the
prior year mostly due to an increase in operational expenditure.

Current and future developments and performance

The College has recently undertaken a strategic review of its curriculum and is now offering
a diverse range of courses in addition to the well-established Building Skills for
Independence Course. These include:

» Pre-fraineeships, fraineeships and supported internships which are for young people
aged 16-24 which include maths, English, and employability qualifications and a
substantial period of work experience.

» Into work — a course for students to gain a work related qualification and undertake
enterprise and /or work experience projects.

* Recognising and Recording Progress and Achievement {RARPA) programmes which
focus on developing enterprise skills.

* Apprenticeships — these are being introduced in January 2016.

Student numbers
The College met its funding targets of students funded by the Education Funding Agency

and Skills Funding Agency. These students were enrofled on a variety of curriculum
pathways, as described above,

Student achievements

The retention figure for all students is 96% and 88% for achievement.
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Operating and financial review Period ended 30 September 2015

Payment performance
73% of payments to suppliers are made within the due date of 30 days.
Post-balance sheet events

On 1 October 2015, the College transferred its activities and the nef assets included on the
balance sheet at 30 September 2015 as part of a transfer agreed with the London Borough
of Sutfon to a separate charitable company, Orchard Hill College {company registration
number 07586715 and charity registration number 1144922).

Resources
The College has various resources that it can deploy in pursuit of its strategic objectives.
People

During the period to 30 September 2015, the average number of people employed by the
College was 275.

The Coliege has ensured appropriately qualified, trained and experienced staff have been
recruited, and are committed fo continuous professional development to benefit students and
the provision of services.

The College has supported staff accessing qualification opportunities.
The College will continue to implement its performance review and staff
development programmes.

» The College will continue to builld the staff team to accommodate the
development of local Centres.

Accommodation

The College has reviewed and made changes to accommodation arrangements to suit the
range of needs of students, to provide a safe and welcoming learning environment which is
appropriately maintained and fitted with specialist equipment as required. This will be
achieved in part by offering programmes located close to cermmunity facilities.

The College is assessing demand from Local Authorities and exploring local options for
delivery.

Reputation
The College has a strong reputation in the field of special needs education. The College
became the sponsor of Carew Academy in 2013, Young People's Academy in April 2015

and the Skills Hub in September 2015. There are plans for a number of other schools to join
the Academy Trust over the next year and the College will sponsor these academies.
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Operating and financial review Pericd ended 30 September 2015

Principal risks and uncertainties

The College’s Risk Management Policy provides details of the College’s approach. The
following key principles outline the College’s approach to risk management and internal
control:

The Governing Body has responsibility for overseeing risk management within the
College as a whole,

An open and receptive approach to solving risk problems is adopted by the Governing
Body.

The Principal and the senior leadership team support, advise on and implement policies
approved by the Governing Body.

The College makes conservative and prudent racognition and disclosure of the financial
and non-financial implications of risks.

Senior and middle managers are responsible for ensuring good risk management
practice within their designated managed area.

Key risk indicators are identified and closely monitored on a regular basis.

Principal risks are detalled in the risk register, which is reviewed by the Governing Body
each term. Key risks include:

1

Government funding

The College is reliant on government and local authority funding to support students
whose additional support needs carry costs which exceed most other forms of ongoing
funding. Variations in the funding methodology and levels of resource, as well as
changes in eligibility criteria create potential risk. The College engages proactively with
funding bodies to raise awareness of the potfential impact of planned actions. The
College is a member of the Association of Colleges (AoC) and the National Asscciation
of Specialist Providers (Natspec) which represents the interests of the College and other
independent Specialist Colleges in discussion with government and funding bodies.

Reputation

The College provides learning opportunities for vuinerable students. It is crifical that the
College maintains a reputation for high quality and for sound and responsible practice.
The College has robust policies and procedures in place for child protection and the
protection of vulnerable adults. In addition, the College invests heavily in training and
mentoring to ensure that all staff and students work together with mutual respect and that
student achievements are recognised and celebrated. Ofsted judged the College as
outstanding in November 2013.
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Operating and financial review Period ended 30 September 2015

Stakeholder relationships

The College recognises the importance of its many stakeholders. These include: students
and their families; education sector funding bodies; staff: local employers; local authorities;
government offices; the local community; other Independent Specialist Providers (ISPs) and
educational providers; trade unions and professional bodies. The College engages
proactively with stakeholders in erder to: raise awareness and gain support in relation to the
work of the students and the College; spread good practice: and reduce barriers to
progression for students with profound and complex learning difficulties/disabilities.

In 2014/15 stakeholder feedback was excelleni with Local Authorities, partner colleges,
parents and learning difficulties and disabilities (L.DD) groups giving outstanding feedback on
standards, learning, support and progression.

The College gained a full accreditation of the matrix standard in October 2015.

Equality and diversity

Orchard Hill College is committed to providing an education service that offers equality of
opportunity to all students and staff, in line with the Equality Act 2010.

College policies and action plans are regularly reviewed by Governors. The College has
developed a set of core principles and a shared concept of good practice reflecting our
commitment fo equality. The College’s Equality and Diversity Policy is published on the
College website.

The College is proud of its diverse community of staff, students and visitors, and is
committed to maintaining excellence in teaching and learning by ensuring there is equality of
opportunity for all, fostered in an environment of mutual respect and dignity.

The College has achieved Stage 1 Investors in Diversity accreditation in 2015.

Bisclosure of information to the auditor

The Governors who heid office at the date of approval of this report confirm that, so far as
they are each aware, there is no relevant audit information of which the College’s auditor is
unaware; and each Governor has taken all the steps that he or she ought to have taken to
be aware of any relevant audit information and to estabiish that the College’s auditor is
aware of that information,

Approved on: S -2 +js”
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Operating and financial review Period ended 30 September 2015

Professional advisers

Financial sfatements auditors:

Buzzacott LLP
130 Wood Street
Landon

EC2V 8DL

Bankers:

Lloyds Bank
49/53 High Street
Sutton

Surrey

SM11DT

Solicitors:

Legal Services

London Borough of Sutton
Civic Offices

St. Nicholas Way

Sutton, Surrey

SM1 1EA
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Statement of corporate governance and internal control 30 September 2015

The College is committed to exhibiting best practice in all aspects of corporate governance.
This summary describes the manner in which the College has applied the principles set out
in the UK Corporate Governance Code (“the Code”) issued by the FRC in June 2010. Its
purpose is to help the reader of the accounts understand how the principies have been

applied.

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
period ended 30 September 2015.

The Governors

The Governors who served from 1 August 2014 to 31 December 2014 were as follows:

Name Date of Term of Office Date of Status of
Appointment Resignation Appointment
Mr Darren 27.03.2012 4 years Chair
Coghian
Mrs Joan 01.09.2010 4 years 01.09.2014 Lay
Crowhurst
Mr David 29.11.2010 4 years Lay
Hobday
Mrs Michele 09.07.2011 - 4 years Lay
Humphreys
Mr Michael 22.11.2011 4 years Lay
Crane
Mr Eamonn 26.11.2013 4 years Lay
Gilbert
Dr David 22.11.2011 4 years Lay
Watkins
Dr Kaf Tay 30.03.2011 4 years Lay
Vice Chair
Parent Vacancy
Governor
Mrs Karen 05.10.2012 4 years Staff Governor
Cunningham
Dr Caroline 01.08.1999 Ex Officio Principal
Allen OBE
Clerk to
Tracey Goodsell Governors

At their Governing Body meeting in the autumn term 2014, the Governors unanimously
agreed to the collaboration of the Orchard Hill College and Orchard Hill College Academy
Trust Boards in order to facilifate collaborative working.
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Statement of corporate governance and internal control 30 September 2015
From 1 January 2015 (and as at the date of approval of this report), the Orchard Hili College
Board membership was as follows:

Mr Darren Coghlan — Chair

Dr Kaf Tay — Vice Chair

Mr Eamonn Gilbert

Dr David Watkins

Mr Rama Venchard

Mr Staynton Brown

Pr Caroline Allen — Principal/CEQ

The College Board also established a local committee, known as the Crchard Hill
Committee. lfs members are:

Mr Dave Hobday — appointed 27.2.2015

Mrs Michele Humphreys — appointed 27.2.2015

Mrs Karen Cunningham ~ appointed 27.2.2015

Mr David Thomas — appointed 30.6.2015

Mr Ric Adams — appointed 26.11.2015

Mr Ashley Jordan-Diaper — Head of Caollege — ex-officio

OHC operates a portfolio governance system, assigning strategic areas to directors and
governors via skill matching. The current portfolio governance arrangements for Directors
and Governors are below:

Director Governor Portfolio

Darren Coghlan Dave Hobday Ethos, Vision and Strategy

Dr Kaf Tay Vacancy Finance and resources

Dr David Watkins Michele Humphreys Teaching and Learning

Eamonn Gilbert David Thomas Health and
Safety/Safeguarding

Rama Venchard Karen Gunningham Business Development and
Marketing

Staynton Brown Ric Adams HR and Organizational
Development

Tracey Goodsell is the Clerk fo the OHC Board and the OHC Committee.

From 1 January 2015 to 30 September 2015, Board attendance was as follows:

Name Meetings attended Out of a possible
Darren Coghian 2 2
Dr Kaf Tay 1 2
Eamonn Gilbert 2 2
Dr David Watkins 1 2
Rama Venchard 2 2
Staynton Brown 1 2
Dr Caroling Allen 2 2

Board members also have regular input into College activities outside of the meeting
schedule, including regular one to one meetings with the CEO/Principal, portfolio visits to
OHC provision, feedback on policy development etc.
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Statement of corporate governance and internal control 30 September 2015

The Governing Body is provided with regular and timely information on the overall financial
performance of the College together with other information such as performance against
funding targets, proposed capital expenditure, quality matters and personnel related matters
such as health and safety and environmental issues. The Governing Body meets each term.

The Clerk to the Governing Body maintains a register of financial and personal interests of
the Governors. The register is available for inspection at the College’s registered address.

All Governors are able fo take independent professional advice in furtherance of their duties
at the College’s expense and have access to the Clerk to the Governing Body, who is
responsible to the Board for ensuring that all applicable procedures and regulations are
complied with. The appointment, evaluation and removal of the Clerk are matters for the
Govemning Body as a whole.

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 Governing Body has a strong and independent non-executive element and no individual
or group dominates its decision-making process. The Governing Body 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 Chairman and Principal/Head
of College are separate. -

Appointments to the Governing Body

Any new appointments to the Governing Body are a matter for the consideration of the
Governing Body as a whole. The Governing Body is responsible for ensuring that
appropriate training is provided as required.

Members of the Governing Body are appointed for a term of office not exceeding four years
and are eligible for re-appointment.

Remuneration Committee

Throughout the period ended 30 September 2015, the College’s Remuneration Committee
comprised four members of the Governing Body. The Committee’s responsibility is to make
recommendations to the Board on the remuneration and benefits of the Principal and other
senior post-holders.

Details of remuneration for the period ended 30 September 2015 are set out in Note 5 to the
financial statements.
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Statement of corporate governance and internal control 30 September 2015
Internal control

Scope of responsibility

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

The Governing Body has delegated the day-to-day responsibility to the Principal, for
maintaining a sound system of internal control that supports the achievement of the
College’s policies, aims and objectives, whilst safeguarding the public funds and assets for
which they are personally responsible, in accordance with the responsibilities assigned to
them in the Financial Memorandum between Orchard Hill College and the Skills Funding
Agency (SFA) and Education Funding Agency (EFA). The Principal is also responsible for
reporiing to the Governing Body any material weaknesses or breakdowns in internal control.

The purpose of the system of internal control

The system of internal control is designed to manage risk to a reasonable level rather than to
eliminate all risk of failure to achieve policies, aims and objectives; it can therefore only
provide reasonable and not absolute assurance of effectiveness. The system of internal
control is based on an ongoing process designed to identify and prioritise the risks to the
achievement of College policies, aims and objectives, to evaluate the likelihood of those
risks being realised and the impact should they be realised, and to manage them efficiently,
effectively and economically. The system of internal control has been in place in Orchard Hill
College for the period ended 30 September 2015 and up to the date of approval of the
annual report and financial statements.

Capacity to handle risk

The Governing Body has reviewed the risk register which identifies the key risks to which the
Cellege is exposed together with the operating, financial and compliance controls that have
been implemented to mitigate those risks. The Governing Body is of the view that there is a
formal ongoing process for identifying, evaluating and managing the College's significant
risks that has been in place for the period ended 30 September 2015 and up to the date of
approval of the annual report and financial statements. This process is regularly reviewed by
the Governing Body.

Orchard Hill College has poiicies and processes in place with regard to fraud and financial
irregularity. Internal audit is undertaken by the London Borough of Sutton in accordance to
its own schedule. The work of the internal audit service is informed by an analysis of the
risks to which the College is exposed. The analysis of risks are endorsed by the College’s
Governing Body. The internal auditors provide the Governing Body with a report on internal
audit activity in the College when it has undertaken an audit within its schedule. The report
includes the internal auditors’ independent opinion on the adequacy and effectiveness of the
College’s system of risk management, controls and governance processes.
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Statement of corporate governance and internal control 30 September 2015
The risk and control framework

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

» comprehensive budgeting systems with an annual budget, which is reviewed and
agreed by the Governing Body;

= regular reviews by the Governing Body of periodic and annual financial reports which
indicate financial performance against forecasts:

« setting targets to measure financial and other performance;
clearly defined capital investment control guidelines; and

» the adoption of formal project management disciplines, where appropriate.

Orchard Hill College has not been subject to an internal audit by the London Borough of
Sutton during the period ended 30 September 2015,

Review of effectiveness

A review of risk management features as a rolling agenda item within senior leadership team
(SLT) weekly meetings, enable the SLT to monitor key risks and associated controls. Senior
Leaders identify key risks relating to areas within their departments and submit
recommendations through key risk reports at the weekly SLT meetings. Changes to the risk
register are identified through this process. A more comprehensive monthly monitoring by
SLT of all risk areas across the College includes a review of reports and data from all
managers and departments,

The Governing Body's agenda includes a regular item for consideration of risk and control
and receives reports thereon from the senior leadership team. The emphasis is on obtaining
the relevant degree of assurance and not merely reporting by excepion.

Based on the evidence, the Governing Body is of the opinion that the College has an
adequate and effective framework for governance, risk management and control, and has
fulfilled its statutory responsibility for “the effective and efficient use of resources, the
solvency of the institution and the body and the safeguarding of their assets”.

Going concern

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

Approved by order of the members of the Governing Bedy on [ fuih, Oeuﬁ\h@r] 2015 and

signed o € éﬁ‘”’by:a.ﬁ\

Principal

Date: {4 j2 I¥
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Statement of Responsibilities of Governors 30 September 2015

The Governors of the College are required to present audited financial statements for each
financial period which gave a true and fair view of the state of affairs of the College at the
end of the period of report and the resuiit for that period.

In preparing the financial statements, the Governing Body is required to:-

select suitable accounting policies and apply them consistently;

* make judgements and estimates that are reasonable and prudent:
state whether applicable Accounting Standards have been followed, subject to any
material departures disclosed and explained in the financial statements; and

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

The Governing Body is responsible for keeping proper accounting records which disclose
with reasonable accuracy, at any time, the financial position of the College, and to enable it
to ensure that the financial statements are prepared in accordance with the relevant
legislation of governance and other relevant accounting standards. It is responsible for
taking steps that are reascnably open to It in order to safeguard the assets of the College
and to prevent and detect fraud and other irregularities.

Governors are responsible for ensuring that expenditure and income are applied for the
purposes intended by Parliament and that the financial transactions conform fo the
authorities that govern them. In addition they are responsible for ensuring that funds from the
EFA/SFA are used only in accordance with the Financial Memorandum with the EFA/SFA
and any other conditions that may be prescribed from time to time. Governors 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, Governors 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 EFA/SFA are not put at risk.

Signed on behalf of the Goveg_r_jing Body

Ch

Date: {512 5
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Independent auditor’s report to the Governors of Orchard Hill College

We have audited the financial statements of Orchard Hill College for the period ended 30
September 2015 which comprise the income and expenditure account, the statement of total
recognised gains and losses, the balance sheet, the cash flow statement, the principal
accounting policies and the related notes. The financial reporting framework that has been
applied in their preparation is applicable law and UK Accounting Standards (UK Generally
Accepted Accounting Practice).

This report is made solely to the Governing Body, as a bedy, 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 Governing Body, as a body, those matters we are required to state to them in an
auditor's report and for no other purpose. To the fullest extent permitted by faw, we do not
accept ot assume responsibility to anyone other than the Governing Body, as a body, for our
audit work, for this report, or for the opinions we have formed.

Respective Responsibilities of the Governing Body of Orchard Hill College and
Auditors

As explained more fully in the Statement of Responsibilities of Governors set cut on page
14, the Governing Body is responsible for the preparation of financial statements which give
a true and fair view.

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

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial
statements sufficient to give reasonable assurance that the financial statements are free
from material misstatement, whether caused by fraud or error. This includes an assessment
of: whether the accounting policies are appropriate to the College’s circumstances and have
been consistently applied and adequately disclosed; the reasonableness of significant
accounting estimates made by the Governing Body; and the overall presentation of the
financial statements. In addition we read all the financial and non-financial information in the
annual report fo identify material inconsistencies with the audited financial statements and to
identify and information that is apparently materially incorrect, based on, or materially
inconsistent with, the knowledge acquired by us in the course of performing the audit. If we
become aware of any apparent material misstatements or inconsistencies, we consider the
implications for our report.

Opinion on financial statements
tn our opinion the financial statements:
* give a true and falr view, in accordance with UK Generally Accepted Accounting
Practice, of the state of the College’s affairs as at 30 September and of the College’s
deficit for the period then ended; and

» have been properly prepared in accordance with the 2007 Statement of
Recommended Practice — Accounting for Further and Higher Education Institutions.

Orchard Hill College 14




Independent auditor’s report to the Governors of Orchard Hill College

Opinion on other matters prescribed by the Joint Audit Code of Practice issued jointly
by the Skills Funding Agency and the EFA

In our opinion:
s proper accounting records have been kept, and
« the financial statements are in agreement with the accounting records.

‘2P (A LANAS

Buzzacott LLP

Chartered Accountants and Statutory Auditors
130 Wood Street

London

EC2V 6DL

z.z/m[ (S
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Income and expenditure account Period ended 30 September 2015

14 month 14 month
period pericd Year Year
ended 30 ended30 ended31 ended 31
September September July July
2015 2015 2014 2014
Netes £'000 £000 £'000 £000
Income
Funding Council granis 1 4,939 3,943
Tuition fees and education
contracts 2 7114 6,918
Other Income 339 122
Investrment income 3 29 31
Total income 12,421 14,014
Expendifure
Staff costs 4 10,188 8,154
Other operating expenses 6 3124 2,666
Depreciation 8 164 50
Fotal expenditure 13,466 10,810
(Deficit) surplus on continuing
operations before tax (1,045) 104
Taxation — -
(Deficit) surplus on -
centinuing operations after
tax (1,045) 104

This income and expenditure account is in respect of continuing activities. There is
no difference between the operating surplus stated above and its historic cost
equivalent.

Statement of total recognised gains and losses Period to 30 September 2015

14 month
period Year
ended 30 ended 31
September July
2M5 2014
£000 £000
(Deficit) surplus on continuing operations after tax (1,045) 104
Total recognised gains relating to the period {1,045) 104
Reconciliation
Reserves brought forward at 1 August 2014 1,440 1,336
Totai recognised (losses) gains relating to the period {1,045} 104
Reserves carried forward at 30 September 2015 395 1,440
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Balance sheet 30 September 2015

30 30 31 31
September September July July
Notes 2015 2015 2014 2014
£°000 £000 £'000 £000
Fixed assets
Tangible assets 8 e 154
Current assets
Debtors a 1,659 480
Cash at bank and in hand 1,654 3,233
3,313 3,713
Creditors: amounts falling
due within one year
10 {2,438) {1,803)
Net current assets 878 1,210
Total assets less current
liabilities 875 2,084
Less: Provisions for liabilities
and charges 21 (480) {(470)
Total net assets 395 1,694
Deferred capital grants 11 — 154
Reserves
Income and expenditure
account 12 395 1,440
Total reserves 395 1,594

On 1 October 2015, the College transferred its activities and the net assets included
on the balance sheet at 30 September 2015 as part of a transfer agreed with the
london Borough of Sutton to a separate charitable company, Orchard Hill College
(company registration number 07586715 and charity registration number 1144922).

The financial statements on pages 19 to 34 were approved by the Goveming Body on

and were signed on its behalf by:

Chatr Principal
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Cash flow statement Period ended 30 Ssptember 2015

14 month
pertod Year
ended 30  ended 31
September July
2015 2014
MNotes £000 £000
Net cash outflow from
operating activities 13 {1,608) (52)
Returns on invesiments and
servicing of finance 14 29 31
Capital expenditure and
financial investment 15 — —
Decrease in cash in the
period 16 {1,579} (21)

Reconciliation of net cash flow to movement in net funds

14 month

period Year

~_ended 30  ended 31

September July

2015 2014

£000 £000

Decrease in cash in the period (1,579} 2n
Net funds at 1 August 2014 : 3,233 3,254
Net funds at 30 September 2015 (note 16) 1,654 3,233
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Principal accounting policies 30 September 2015

Statement of accounting policies

The following accounting policies have been applied consistently in dealing with items which
are considered material in relation to the finaricial statements.

Basis of preparation

These financial statements have been prepared in accordance with the 2007 Statement of
Recommended Practice: Accounting for Further and Higher Education (the SORP) and in
accordance with applicable United Kingdom Accounting Standards. They conform to
guidance published by the Skills Funding Agency and Education Funding Agency, in the
Accounts Direction Handbook,

Basis of accounting

The financial statements are prepared in accordance with the historical cost convention.
Going concern

The activities of the College, together with the factors likely to affect its future dsvelopment
and performance, are set out in the Operating and Financial Review. The financial position

of the College, its cash flow, liquidity and borrowings are described in the financial
statements and accompanying notes.

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

Recognition of income

Income from tuition fees is recognised in the period for which it is received and includes all
fees chargeable to students or their sponsors,

income from grants, contracts and other services renderad is included to the extent of the
completion of the contract of service concerned.

Ali income from short-term deposits is credited to the income and expenditure account in the
period in which it Is earmed.

The recurrent grants from the SFA and EFA represent the funding allocation attributable to
the current financial year and are credited directly to the income and expenditure account.
Recurrent grants are recognised in line with planned activity. Any under-achievement
against this planned activity is adjusted in-year and reflected in the level of recurrent grant
recognised in the income and expenditure account.

Maintenance of premises

The cost of routine corrective maintenance is charged to the income and expenditure
account in the period in which it is incurred.
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Tangible fixed assets

Expenditure on the acquisition or enhancement of fixed assets funded by capital grants is
capitalised and depreciated over the useful economic life of the assets (5 years for building
improvements).

The related grants are credited to a deferred capital grant account and are released fo the
income and expenditure account over the useful economic life of the related asset on a basis
consistent with the depreciation charge.

In line with the policy set by the London Borough of Sutton, expenditure on assets not
funded by capital grants is not capitalised.

Leased assets

Costs in respect of operating leases are charged on a straight line basis over the lease term.
Post-retirement benefits

Retirement benefits to employees of the College are provided by the Teachers’ Pension
Scheme (TPS) and the Local Government Pension Scheme (LGPS). These are defined
benefit schemes, which are externally funded and contracted out of the State Eamings-
Related Pension Scheme (SERPS).

Contributions to the TPS are calculated so as to spread the cost of pensions over
employees’ working lives with the College in such a way that the pension cost is a
substantially level percentage of current and future pensionable payrolls. The contributions
are determined by qualified actuaries on the basis of quinquennial valuations using a
prospective benefit method. As stated in Note 17 the TPS is a multi-employer scheme and
the College is unable to identify its share of the underlying assets and liabilities of the
scheme on a consistent and reasonable basis. The TPS is therefore freated as a defined
contribution scheme and the contributions recognised as they are paid each year.

Non-teaching staff at the College are entitled to participate in the London Borough of Sutton
Local Government Pension Scheme, a defined bensfit scheme based on final pensionable
salary. The scheme is a funded scheme meaning the Council and employees pay
contributions into a fund, calculated at a level intended to balance the pension’s liabilities
with investment assets. The valuation of the fund and assessment of employer contribution
rates is carried ouf by an independent actuary. The most recent formal valuation was carried
out as at 31 March 2013. As stated in Note 17 the LGPS is a multi-employer scheme and the
College is unable to identify its share of the underlying assets and liabilities of the scheme
on a consistent and reasonable basis. The LGPS is therefore treated as a defined
contribution scheme and the contributions recognised as they are paid each year.

Taxation
The College is part of the London Borough of Suttont as a maintained College. For this

reason it is able to claim back from HMRC input VAT it suffers on goods and services
purchased. Expenditure is stated net of recoverable VAT in the financial statements.
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Provisions

Provisions are recognised when the College has a present legal or constructive obligation as
a result of a past event, it is possible that a transfer of economic benefit will be required fo
settle the obligation and a reliable estimate can be made of the amount of the obligation.
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Notes to the financial statements Period ended 30 September 2015

1

Funding Council and Local Authority grants

14 month
period Year
ended 30  ended 31
September July
2015 2014
£000 £'000
Funding body grants (SFA and EFA)
. Recurrent funding 4.590 3,837
. Release of deferred capital grants (note 11) 154 80
Other funding 185 16
4,939 3,043
Tuition fees and education contracts
14 month
period Year
ended 30 ended 31
September July
2015 2014
£'000 £000
Tuition fees 57 46
Education contracts — Local Authorities 7,057 6,872
7,114 6,918
Investment income
14 month
period Year
ended 30 ended 31
September July
2015 2014
£'000 £000
tnterest receivable 29 31
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Notes to the financial statements Period ended 30 September 2015

4 Staff costs
The average number of persons (including senior post-holders) employed by the
College during the period, described as full-time equivalents, was:

2015 2014
No. No,
Teaching staff - Lecturers 40 37
Teaching support services 90 88
Other support services 26 21
Administration and central services 53 43
Premises 9 7
218 196
Staff costs for above persons 14 month
period Year
ehded 30 eanded 31
September July
2015 2014
£°000 £'000
Wages and salaries (permanent staff) 7,132 5,309
Agency staff costs 1,304 1,562
Social security costs 518 387
Other pension costs 1,234 B96
10,188 8,154

There was a 1% general pay award for non-teaching staff.

5 Senior managers’ emoluments
Senior managers are defined as the Principal and holders of the other senior
posts whom the Governing Body have selected for the purposes of the arficles of
government of the College relating to the appointment and promotion of staff who
are appointed by the Governing Body.

2015 2014
No, No.
The number of senior managers including the Principal was: 6 5
Senior managers' emoluments are made up as follows:
14 month
period Year
ended 30 ended 31
September July
2015 2014
£'000 £000
Salaries 523 359
Pension contributions 77 54
600 413
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5 Senior managers’ emoluments {continued)
Two of these managers are appointed directly by the Governing Body and are
designated ‘senior post-holders’.

The pension contributions in respect of the Principal and senior managers are in
respect of employer's contributions to the Teachers' Pension Scheme and Local
Government Pension Scheme and are paid at the same rate as for other
employees.

The above emoluments include amounts payable to the Principal (who is also the
highest paid senior post-holder) of:

14 month

period Year

ended 30 ended 31

September July

2015 2014

£'000 £1000
Salary 162 117
Pensicn contributions 23 18
185 133

The Principal’'s emoluments above include remuneration for the delivery of the
strategic leadership for OHCAT which is charged in accordance with a service
level agreement. The value of the remuneration for the period ended 30
September 2015 was £53,756 (2014 - £25,278). The College is reimbursed for
these costs.

The Governors other than the Principal did not receive any payment from the
College other than the reimbursement of travel and subsistence expenses
incurred in the course of their duties. The total expenses paid to or on behalf of
the Governors during the period was £219 for all Governors (2014: £820).

The number of senior managers and other staff who received annualised
emoluments, excluding pension contributions in excess of £60,000 in the following
ranges was:

2015 2014
No No

2
1

£80,001 - £70,000
£70,001 - £80,000
£80,001 - £90,000
£80,001 - £100,000
£130,001 - £140,000
£180,001 - £190,000

1

Senior managers, including the Principal and other higher paid staff received an
average pay increase of 2.9%.
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6 Other operating expenses

14 month
period Year
ehded 30  ended 31
September July
2015 2014
£°000 £000
Teaching departments 773 690
Teaching support services 617 445
Other support services 277 85
Administration and central services 604 613
Premises costs ~ running costs 152 138
Premises costs — maintenance 701 695
3,124 2,666
14 month
period Year
ended 30 ended 31
September July
2015 2014
£'000 £000
Other operating expenses include:
Auditors’ remuneration 14 11

7 Taxation
The Governors do not believe the College is liable for any corporation tax arising
out of its activities during the year.

8 Fixed Assets

Building
improve-
ments Total
£000 £°000
Cost
At 1 August 2014 and 30 September 2015 474 474
Depreciation
At 1 August 2014 320 320
Charge for the year 154 154
At 30 September 2015 474 474
Net book vaiue
Net book value at 30 September 2015 — s
Net book value at 31 July 2014 154 184
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9 Debtors
14 month
pericd Year
ended 30  ended 31
September July
2015 2014
Amounts due within one year £000 £'000
Trade debtors 1,439 338
Prepayments and accrued income 220 144
1,659 480
10 Creditors: amounts falling due within one year
14 month
period Year
ended 30  ended 31
September July
2015 2014
£000 £'000
Trade creditors 364 172
Accruals and deferred income 2,070 1,624
Amounts owed to the Skills Funding Agency/Education Funding
Agency 4 7
2,438 1,803
11 Deferred capital grant
Total
£°000
At 1 August 2014 154
Cash received
Released to income and expenditure account {154)
At 30 September 2015 —
12 Income and expenditure account
14 month
period Year
ended 30 ended 31
September July
2015 2014
£000 £'000
At 1 August 2014 1,440 1,336
(Deficit) surplus on continuing operations after tax {1,045) 104
At 30 September 2015 395 1,440
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13 Reconciliation of operating (deficit) surplus fo net cash outflow from

14

15

16

operating activities

14 month
period Year
ended 30 ended 31
September July
2015 2014
£°000 £000
(Deficit) surplus on continuing operations affer tax {1,045) 104
Depreciation (note 8) 154 90
Deferred capital grant released to income {note 11) (154) {90)
Interest receivable (29) (31)
increase in debtors (note 9) (1,179) (219)
Increase (decrease) in creditors (note 10) 634 {16)
Increase in provisions (note 21) 10 110
Net cash (outflow) inflow from operating activities (1,609) (52)
Returns on investments and servicing of finance
15 month
period Year
ended 30 ended 31
September July
2015 2014
£000 £'000
Interest received 29 31
Net cash inflow from returns on investment and servicing of
finance 29 £y
Capital expenditure and financial investment
14 month
period Year
ended 30  ended 31
September July
2015 2014
£000 £000
Purchase of tangible assats — (8)
Capital grants received — 8
Net cash outflow from capital expenditure and financial
investment — —_
Analysis of changes in net funds
At At 30
1 August Cash September
2014 flows 2015
£'000 £000 £'000
Cash in hand and at bank 3,233 {1,579) 1,654
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17 Pension commitments
The College's employees belong to two principal pension schemes, the Teachers’
Pension Scheme (TPS) for academic staff and the Local Government Pension
Scheme (LGPS) for non-teaching staff, which is managed by London Borough of
Sutton. Both are defined benefit schemes.

The total pension cost for the period was:

14 month

petiod Year

ended 30 ended 31

September July

2015 2014

£'000 £'000
Teachers' Pension Scheme — contributions paid 275 170
LGPS — cantributions paid 958 726
Total pension cost for the year (note 4} 1,234 896

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

The contributions at the end of the financial year amounting to £141k (2014 -
£55k) were payable fo the scheme at 30 September 2015 and are included within
creditors.

Teachers’ Pension Scheme (TPS)

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

The Teachers’ Pension Budgeting and Valuation Account

Although teachers and lecturers are employed by various bodies, their retirement
and other pension benefits, including annual increases payable under the
Pensions (Increase) Acts are, as provided for in the Supsrannuation Act 1972,
paid out of monies provided by Parliament. Under the unfunded TPS, teachers'
contributions on a 'pay-as-you-go' basis, and employers' contributions, are
credited to the Exchequer under arrangements governed by the above Act.
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17 Pension commitments (continued)
Teachers’ Pension Scheme (TPS) (continued)

The Teachers’ Pension Budgeting and Valuation Account (continued)

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

Valuation of the Teachers’ Pension Scheme

The latest actuarial review of the TPS was carried out as at 31 March 2012 and in
accordance with The Public Service Pensions (Valuations and Employer Cost
Cap) Directions 2014. The valuation report was published by the Department for
Education (the Depariment) on 9 June 2014. The key resulfs of the valuation are:

employer contribution rates were set at 16.4% of pensionable pay;

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

an employer cost cap of 10.9% of pensionable pay.

The new empioyer contribution rate for the TPS will be implemented in September
2015,

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

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

Scheme Changes

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

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

Orchard Hill College 29




Notes to the financial statements Period ended 30 September 2015

17 Pension commitments (continued)
Teachers' Pension Scheme (TPS) (continued)

Scheme Changes (continued)

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

Regulations giving effect to a reformed Teachers’ Pension Scheme came into
force on 1 April 2014 and the reformed scheme wiil commence on 1 April 2015.

FRS 17

Under the definitions set out in Financial Reporting Standard 17 ‘Retirement
Benefits’, the TPS is a multi-employer pension scheme. The College is unable to
identify its share of the underlying (notional) assets and liabilities of the scheme.

Accordingly, the College has taken advantage of the exemption in FRS 17 and
has accounted for its contributions to the scheme as if it were a defined-
contribution scheme. The College has set out above the information available on
the scheme and the implications for the College in terms of the anticipated
contribution rates.

Local Government Pension Scheme

Non-teaching staff at the College are entitled to participate in the London Borough
of Sutton Local Government Pension Scheme, a defined benefit scheme based on
final pensionable salary. The scheme is a funded scheme meaning the Council
and employees pay contributions into a fund, calculated at a level intended to
balance the pensions liabilities with investment assets. The valuation of the fund
and assessment of employer contribution rates is carried out by an independent
actuary. The most recent format valuation was carried out as at 31 March 2013.
The results of the 2013 valuation showed that the liabilities of the Scheme totalled
£645 million and assets £430 million. The Scheme therefore had a deficit of £215
million and an overali funding level of 67%.

FRS 17

Under the definitions set out in Financial Reporting Standard (FRS 17) Retirement
Benefits, the LGPS is a multi-employer pension scheme. The College is unable to
identify its share of the underlying assets and liabilities of the scheme.

Accordingly, the College has taken advantage of the exemption in FRS17 and has
accounted for its contributions to the scheme as if it were a defined-contribution
scheme.
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18

19

Operating lease
At 30 September 2015 the College had annual commitments under non-
cancellable operating leases as follows:

30 31

September July

2015 2014

Land and buildings £000 £000
Expiring in over five years 183 83

30 31

September July

2015 2014

Printers £'000 £000
Expiring within two and five years inclusive 52 34

Related party transactions

Owing to the nature of the College's operations and the composition of the
Governing Body being drawn from local public and private sector organisations, It
is inevitable that transactions will take place with organisations in which a
Governor 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.

Orchard Hill College Academy Trust {OHCAT)
Dr Caroline Allen OBE (Principal of the College) is also Chief Executive of
OHCAT.

The College has formalised a service level agreement with OHCAT and its
academies for the provision of services which, for the period ended 30 September
2015, amounted to £245,246 (2014 — £81,342). Included in this figure is the
strategic leadership provided by Dr Caroline Allen at a cost of £53,756 (2014 —
£25,278). At the period end, a balance of £56,135 (2014 — £88,222) was owed to
the College by OHCAT.

Friends of Orchard Hill College
Friends of Orchard Hill College has three members (one of which is co-opted on
their board) who are Orchard Hill College employees.

Facilities costs

The brother of the Facilities Manager was awarded contracts to provide the
College with building works following competitive tender processes. Mario Santos
was paid £61,471 and subsequently Axpect Builders a company of which he is
director of was paid £37,653 during the period (2014 - £37,949).
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20 Posf balance sheet events

21

On 1 October 2015, the College transferred its activities and the net assets
included on the balance sheet at 30 September 2015 as part of a transfer agreed
with the London Borough of Sutton to a separate charitable company, Orchard Hill
College (company registration number 07586715 and charity registration humber
1144922),

Provisions for liabilities and charges

A provision is included within the financial statements for the work that will be
required at each of the College’s learning centres under the terms of the lease
agreements. The movement in the dilapidations provision for the period endsd 30
September 2015 was as follows:

2015 2014
£°000 £000
Provision at 1 August 2014 470 360
Charge in the year ‘ 10 110
Frovision at 30 September 2015 A0 470
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