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Hereford College of Arts

Strategic Report

Objectives and Strategy

The Governing Body present their annual report together with the financial statements and auditor’s
report for Hereford College of Arts (HCA) for the year ended 31 July 2023.

Legal Status

The Corporation was established under the Further and Higher Education Act 1992 for the purpose of
conducting Hereford College of Arts. The College is an exempt charity for the purposes of Part 3 of the
Charities Act 2011.

On the 29 November 2022 the Office of National Statistics reclassified further education corporations
as public sector organisations in the national accounts. The Department for Education(DfE) and
Education and Skills Funding Agency(ESFA) introduced new controls for the sector from that date in
response to the reclassification.

Mission
“To empower creativity and enrich our world through transformative arts education.”
Public Benefit

Hereford College of Arts is an exempt charity under 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 17 and 18.

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

In delivering its mission, the college provides the following identifiable public benefits through the
advancement of education:
e High-quality teaching
e Widening participation and tackling social exclusion
e Strong progression to further study and employment
e Strong student support systems
e links with employers, industry and commerce
e Links with Local Enterprise Partnerships (LEPs)
¢ Benefits to the residents of Hereford and the wider county through HCA supporting the
promotion of public arts events
e Benefit to Hereford and the wider county through the support HCA can provide for
community arts groups

The delivery of public benefit is covered throughout the Strategic Report.
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Implementation of Strategy

The College’s Vision and Values are:

Vision

Our vision of success looks like this:

Values

Hereford College of Arts is widely recognised as a leading arts school, rooted in place but
connected to the world.

Students are empowered with skills for life and work, to succeed in education, employment
and entrepreneurship, and to have a positive impact on the world.

A vibrant creative community, we welcome a rich diversity of people, with different
experiences and perspectives.

We make an inspiring contribution to the cultural and economic life of the region and
beyond.

We support students and staff to be:

Collaborative: we believe creative collaboration gives people the power to change the world.
Inquisitive: we urge our students to question, seek the wider context, think critically and use
arts to engage with society.

Brave: we support and challenge individuals to achieve their ambitions, to tackle important
issues and to take bold creative risks.

Inventive: we encourage an appetite to take on problems and a resourceful creative
approach to solving them.

Individual: we respect the individual needs and interests of all members of our creative
community, and provide a safe space for unique creative voices to develop and thrive.

The College approved four Strategic Pillars underpinning the College’s Strategic Plan in July 2018.

Strategic Pillars

1.

Curriculum
1.1 Create more inter-disciplinary pathways at Further and Higher Education and through our

short courses.

1.2 Expand our digital curriculum to enable students to work creatively in a world full of new
digital possibilities.

1.3 Launch new BA and MA programmes to attract talent and establish Hereford’s national
reputation as a destination for specialist higher education.

Community
2.1 Deliver a college wellbeing strategy focused on building confidence, empathy and

connection.

2.2 Instigate ambitious research projects on the role of creative practice in contributing to
wider community wellbeing.

2.3 Curate a holistic student experience promoting social, play and volunteering experiences
as well as formal learning.

2.4 Ensure all students are challenged to engage creatively with diverse cultures, viewpoints
and opinions: locally, nationally and internationally.
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3. Creative Spaces and Places

3.1 Support all our students to explore our city and county, for the benefit of their creative
practice and personal wellbeing.

3.2 Deepen HCA engagement in our city and county: amplify current projects and develop
ambitious new partnerships with cultural organisations and businesses, to attract more
people to live, work, study, and visit Hereford and our region.

3.3 Extend access to our campus through more weekend and holiday opening for academic
and short course students, as well as hosting more public events.

4. Student Careers and Enterprise
4.1 Launch a digital showcase to promote recent HCA alumni and make it easy for businesses
and other clients to connect with new talent.
4.2 Work with partners to develop more start-up support for new creative businesses in
Hereford and the region (e.g. graduate studios, co-working and incubation spaces).
4.3 Develop a co-ordinated network of business mentors for students and recent alumni.

The Governing Body will monitor the performance of the College against the plan and against other
key performance indicators including the College’s Financial Plan.

Financial objectives

The financial objective is to maintain a Financial Health category of Good or Better. The Education &
Skills Funding Agency (ESFA), the College’s regulatory body, will assess the financial health category by
means of an assessment of the College’s financial statements and the submission of an annual Finance
Record. it is anticipated that the assessment will confirm that the College has a Good financial health
score for 2022/23 (2021/22: Good). The expectation is that the Financial Health score will be Requires
improvement in 2023/24. This is part of a planned strategy for improving the Colleges sustainability in
the long-term and is not unexpected. This strategy has been communicated with the ESFA.

Financial Position

Financial Results

The Corporation has generated a deficit before other gains and losses in the year of £159,000
(2021/22 - deficit of £589,000), with total comprehensive surplus of £1,832,000 (2021/22 -
surplus of £2,266,000).

The Corporation has accumulated reserves of £3,645,000 (2021/22 - £1,796,000) and cash balances of
£3,506,000 (2021/22: £2,744,000).

Tangible fixed asset additions during the year amounted to £294,000 (2021/22: £251,000).

The Corporation has significant reliance on the education sector funding bodies (ESFA and Office for
Students) for its principal funding sources mainly but not exclusively from recurrent grants. The
Corporation received £3.1 million or 48% of its total income directly from these agencies in the form
of a recurrent grant. (2021/22: £2.9m or 47%).
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Treasury Management

Treasury Management is the management of the Corporation’s cash flows, banking and money market
transactions; the effective control of risks associated with these activities; and the pursuit of optimum
performance consistent with the associated risks.

The Corporation has a separate Treasury Management policy in place. Since the college sector became
part of the public sector all borrowing including shart term borrowing is authorised by the DfE.

Cash Flows

The Corporation had a cash inflow of £1,056,000 from operating activities (2021/22 inflow of
£360,000).

Reserves Policy

The College has no formal Reserves Policy but recognises the importance of reserves in the financial
stability of any organisation, and ensures that there are adequate reserves to support the College’s
core activities. The College can operate at a deficit, drawing on unrestricted funds, on condition that
it is a temporary measure and that a credible plan is in place to recover the financial position of the
College.

At the balance sheet date, the Income and Expenditure reserve has a balance of £3,645,000 (2021/22:
£1,796,000). The Governing Body expectation is that £1million of cash reserves should be retained for
regular cashflow and emergencies. Reserves will be increased through the generation of annual
operating surpluses.

Going Concern

After making appropriate enquiries, the Corporation considers that the College has adequate
resources to continue in operational existence for the foreseeable future (at least 12 months from the
signing of the annual accounts). For this reason, the Corporation continues to adopt the going concern
basis in preparing the financial statements.

Though cash reserves are expected to decrease over the year, they are decreasing steadily and will not

be lower than the £1m minimum level the Board has set. Both HE and FE enrolments are close to
budget and this would mean that cash balances should not significantly deteriorate over that period.

Current and Future Development and Performance

2022/23 saw a small decrease in further education numbers. Higher education numbers were slightly
higher than budget. Overall the College exceeded its budgeted EBITDA target for the year.
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Student numbers

The College enrolled 496 ESFA funded students as well as 30 students who were funded by Advanced
Learning Loans.

Higher Education students are partly funded by the Office for Students (OfS) and partly by student
tuition fee loans. In 2022/23 the College enrolled 304 full-time and 19 part time undergraduate HE
students. 21 postgraduate MA students were also enrolled.

The College run a series of full cost recovery courses, including evening courses and short courses.

Student achievements

Achievement levels were consistently high on the main FE programmes, with healthy rates of
progression into higher education and employment.

Overall achievement rates for FE courses in 2022/23 were 93% (2021/22: 90%). This level of
achievement exceeds corresponding national averages. Main programmes with achievement rates of
95% or over included Foundation Diploma in Art & Design (98%), Level 2 Diploma in Performing Arts
(100%), Level 3 Diploma in Performing Arts (97%), L2 Diploma in Music 100%, L3 Diploma in Music
100%, Level 3 Extended Diploma in Music 100% and Level 3 Extended Diploma in Art & Design (96%).

The College had a full inspection from Ofsted in October 2023. The overall conclusion of this
inspection was that the College is Outstanding across all areas. A copy of the inspection report can
be found at this link: Hereford College of Arts - Open - Find an Inspection Report - Ofsted

The Colilege’s self-assessment grade for 2022/23 is QOutstanding.

In Higher Education final year BA{Hons) students were awarded 31 Firsts, 38 Upper Seconds, 17 Lower
Seconds and 3 Thirds (2021/22: 29 Firsts, 27 Upper Seconds, 16 Lower Seconds and 6 Thirds).
Nationally and within the context of the Herefordshire Post 16 sector, the Corporation has a well-
established reputation for academic excellence and extracurricular activities. Methods of teaching and
learning are subject to continuous review and development in order to ensure that the curriculum
meets the needs of the local students.

Curriculum Developments

At higher education level the Corporation will introduce new 2 BA(Hons) degrees in 2024: Games
Design and Digital Content Production.

Future prospects

The Corporation aims as part of its strategic plan to increase its Higher Education student numbers,
partly by increasing the student numbers on each higher education course but also by increasing the
number of higher education courses being delivered. This will require continued investment in the
higher education facilities, increased marketing and recruitment activity and provision of additional
student accommodation in order to attract and retain new students to Hereford, for which the Board
has approved an appropriate strategy.
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Post-balance sheet events

There are no post-balance sheet events.

Resources

The Corporation has various resources that it can deploy in pursuit of its strategic objectives.
Tangible resources include the main college site at Folly Lane, Hereford. The Corporation also leases
its College Road campus in Hereford that houses its Higher Education provision.

Financial

The Corporation has £4.7million total reserve and no long-term debt.

People

The Corporation employs 114 people (expressed as full time equivalents), of whom 65 were teaching
staff.

Reputation
The Corporation has a good reputation locally and nationally. Maintaining a quality brand is essential

for the Corporation’s success at attracting students and external relationships.

Principal Risks and Uncertainties

The system of internal control maintained by the Corporation includes financial, operational and risk
management which is designed to protect the College’s assets and reputation.

The College’s Risk Management policy and associated procedures support a risk register maintained
at College level, which is reviewed at each meeting of the Audit Committee and the full Board, and on
a regular basis by the Senior Leadership Team. The risk register identifies the key risks, the likelihood
of those risks occurring, their potential impact on the Corporation and the actions being taken to
reduce and mitigate the risk. Risks are prioritised using a consistent scoring system.

Outlined below is a description of the principal risk factors that may affect the College. Not all the
factors are within the Corporation’s control. Other factors besides those listed below may also

adversely affect the College.

1 Government funding

The Corporation has considerable reliance on continued government funding through the further
education funding bodies and OfS. In 2022/23, 90% (2021/22 91%), of revenue was ultimately publicly
funded, and this level of requirement is expected to continue. There can be no assurance that
government policy and practice will remain the same, or that public funding will continue at the same
level or on the same terms.

The Corporation is aware of the following issues that may impact on future funding;
o Future potential changes in the funding methodology which may result in a further reduction
in ESFA funding for 16 to 18 year olds.
e The reduction of the Adult Education Budget (AEB)
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e The reduction of the Office for Students (OfS) funding grant

e The possible reduction in students taking arts based subjects in year 10 as the result of the
introduction of EBacc and other school performance measures.

Stronger competition from other local providers.

Changes in emphasis to vocational education arising from the Government Skills Plan.

The Augar Review into post-18 education.

The Chancellor’'s Autumn Statement

The risk is mitigated in a number of ways:

¢ By ensuring the Corporation is rigorous in delivering high quality education and training.

e Considerable focus and investment is placed on maintaining and managing key relationships
with the funding bodies.

e Ensuring the Corporation is focussed on those priorities which will continue to benefit from
public funding.

e Regular dialogue with the Funding Agencies and the Local Authority.

e The increased focus on growth in further and higher education student numbers.

2 Increase student numbers

The College is small for the sector, so it is crucial to protect current student numbers and increase
these where possible. This will help to mitigate the changes in funding but allow the College to develop
and invest for the future and increase educational opportunities within Herefordshire and beyond.
The Corporation as part of its strategy plans to increase both FE and HE student numbers over the
period of the strategy. The strategy includes increasing the number of courses that are delivered as
well as increasing the number of enrolments on existing courses.

As part of the implementation of the strategy the Corporation is investing some of its reserves into
curriculum development, improved infrastructure including additional key staff appointments and
other investments to increase the level of applications to the College and increase student numbers.

The HE sector is very competitive and though increasing student numbers is an opportunity it is also a
significant risk given the competitive environment.

3 Maintenance of adequate funding of pension liabilities
The financial statements report its share of the Local Government Pension Scheme (LGPS) on the
College’s balance sheet in line with the requirements of FRS 102.

The College currently has no pension liability on its balance sheet. It does have an agreed deficit
recovery plan with Worcestershire County Council Local Government Pension Scheme. The LGPS
employer’s contribution rates increased to 19.7% from 1 April 2023. The previous LGPS employer’s
rates are 17.9% and were implemented from the 1% April 2020. The rates and the deficit recovery plan
are subject to a triennial review. The College made a lump-sum deficit payment of £72,000 for the next
3 year period.

A revaluation of the Teachers Pensions Scheme (TPS) has taken place and the employer contribution
rate will increase from 23.68% to 28.68% in April 2024. The increase in contributions will be funded by
the Department for Education and this is expected to be the case until the 31° March 2025.
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4 Failure to maintain financial viability of the College

The College’s current financial health grade is classified as “Good”. The expectation is that this will
decrease in 2023/24 to “Requires Improvements”. The main driver for this decrease is the College’s
financial health score for EBITDA (Earnings Before Interest, Tax, Depreciation and Amortisation) will
fall to zero. The College’s financial health score for current asset ratio and gearing both have a
maximum financial health score of 100. With a strong balance sheet, the zero EBITDA score is not an
issue in the short term as cash reserves and a strong balance sheet can mitigate this shortfall. The
College’s strategy and Financial Plan expect the College financial health grade to stay at Requires
Improvement for both 2023/24 and 2024/25.

As the strategy is implemented, the Corporation will need to closely monitor the implementation of
the strategy to ensure that it is on track to deliver its outcomes. The continuing challenge to the
College will be improving the College’s financial position whilst improving student experience. This risk
can be mitigated in a number of ways:

e By rigorous budget setting procedures and sensitivity analysis

e Regular in year budget monitoring

e Robust financial controls

s Exploring ongoing procurement efficiencies

5 Inflation and cost of living crisis

The UK has been experiencing a rate of inflation in excess of 10% and an even higher rate on the cost
of utilities. This is mainly driven by the unwinding of economic issues after the Covid pandemic and
the war in Ukraine. Financially this is having a big impact on the College as well as the country and
creating a much greater level of uncertainty for the future. The increase in the costs of utilities have
been partly reduced by Government support. Though the cost of utilities is dropping, though this is
expected to be higher than the cost the cost two years ago.

The impact of a higher rate of inflation will increase demand for higher pay rises, including the
education sector. This may result in poorer industrial relations and strain finances if there is no
additional funding to cover any such increases.

Key Performance Indicators
The Colleges key performance indicators, targets and results are set out below:

Key Performance Indicator Measure/Target Actual for 2022/23
Adjusted current ratio 3.08 1.95
EBITDA as a % of adjusted 0.1% 3.5%
income — education specific

Borrowing as a % of adjusted 0% 0%
income

Financial Health Score REQUIRES IMPROVEMENT GOOD
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Stakeholder Relationships
In line with other Corporations and with universities, Hereford College of Arts has many stakeholders.
These include:

Students;

Parents and carers;

Department for Education(DfE)

FE Education sector funding bodies including the Education and Skills Funding Agency (ESFA);
FE Commissioner;

HE Education sector funding body and regulator: the Office for Students (OfS);
HE validating university: University of Wales Trinity St. David;

Staff;

Local employers (with specific links);

Local authorities;

Local Chamber of Commerce;

Local Enterprise Partnerships (LEPs);

The local community;

Office for Students(OfS)

Other FE institutions;

Trade unions;

Professional bodies.

The College recognises the importance of these relationships and engages in regular communication
with them through the College website and by meetings.

11
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Equality

The Corporation is committed to ensuring equality of opportunity for all who learn and work here. We
respect and value positively differences in race, gender, sexual orientation, disability, religion or belief
and age. We strive vigorously to remove conditions which place people at a disadvantage and we will
actively combat bigotry. This policy is resourced, implemented and monitored on a planned basis.

The Corporation considers all employment applications from disabled persons, bearing in mind the
aptitudes of the individuals concerned, and guarantees an interview to any disabled applicant who
meets the essential criteria for the post. Where an existing employee becomes disabled, every effort
is made to ensure that employment with the College continues. The College's policy is to provide
training, career development and opportunities for promotion which, as far as possible, provide
identical opportunities to those of non-disabled employees.

Disability statement
The Corporation seeks to achieve the objectives set down in the Equality Act 2010:

a) As part of its accommodation strategy, the Corporation updated its access audit and the results of
this formed the basis of funding capital projects aimed at improving access.

b) The College will provide information, advice and arrange support where necessary for students with
disabilities.

c) There is a list of specialist equipment, including assistive technology, which the College can make
available for use by students.

d) The admissions policy for all students is available on the College website. Appeals against a decision
not to offer a place are dealt with under the complaints policy.

e) The College has made a significant investment in the appointment of specialists to support students
with learning difficulties and/or disabilities. There are a number of learning support assistants who can
provide a variety of support for learning.

f) Counselling and welfare services are described on the College student intranet along with the
Complaints and Disciplinary Procedure.

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

During the period covered by this Members’ Report, the College did not have any trade union officials
and therefore there is no facility time to report for that period.

12
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Events after the reporting period
There were no significant post balance sheet events.

Disclosure of information to auditors

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

Approved by order of the members of the Corporation on 11*" December 2023 and signed
on its behalf by:

Mervyn .lon(gs
Chair B
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The following statement is provided to enable readers of the annual report and accounts of the
Corporation to obtain a better understanding of its governance and legal structure. This statement
covers the period from 1% August 2022 to 31 July 2023 and up to the date of approval of the annual
report and financial statements.

The Corporation endeavours to conduct its business:
* in accordance with the seven principles identified by the Committee on Standards in Public
Life (selflessness, integrity, objectivity, accountability, openness, honesty and leadership});

e infull accordance with the guidance to colleges from the Association of Colleges in The Code
of Good Governance for English Colleges (“the Code”); and

In the opinion of the Governors, the Corporation complies with all the provisions of the Code and it
has complied throughout the year ended 31 July 2023. The Governing Body recognises that, as a body
entrusted with both public and private funds, it has a particular duty to observe the highest standards
of corporate governance at all times. In carrying out its responsibilities, it takes full account of The
Code of Good Governance for English Colleges issued by the Association of Colleges in March 2015,
which it formally adopted on 13 July 2015.

The Corporation
The composition of the Corporation is set out on pages 17 and 18.

The Governance Framework
It is the Corporation’s responsibility to bring independent judgement to bear on issues of strategy,
performance, resources and standards of conduct.

The Corporation is provided with regular and timely information on the overall financial performance
of the College, together with other information such as performance against funding targets, proposed
capital expenditure, quality matters and personnel related matters such as health and safety and
environmental issues. The Corporation meets at least once each term with formal agendas, papers
and reports provided to Governors prior to meetings in a timely manner. Briefings are also provided
on an ad hoc basis.

The Corporation conducts its business through several Committees. Each committee has terms of
reference, which have been approved by the Corporation. These committees are Finance & General
Purposes (F&GP), Search and Governance (S&G), Academic Quality and Standards (AQ&S), Audit and
Remuneration Committee. Full minutes of all Corporation meetings, except those deemed to be
confidential by the Corporation, are available on the College website at www.hca.ac.uk, or from the

Clerk to the Corporation at:

Hereford College of Arts,
Folly Lane,

Hereford

HR1 1LT.

The Clerk to the Corporation maintains a register of financial and personal interests of the Governors,
which is available for inspection at the above address.

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

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 the
Accounting Officer (Principal) are separate.

Appointments to the Corporation

Any new appointments to the Corporation are a matter for the consideration of the Corporation as a
whole. The Corporation has a Search and Governance Committee comprising the Accounting Officer
(Principal), the Chair of the Corporation and four other members, which is responsible for the selection
and nomination of any new member for the Corporation’s consideration. The Committee also
recommends Co-opted committee members to the Board for appointment. The Corporation is
responsible for ensuring that appropriate training is provided as required.

Other than the Principal who is an ex-officio appointment and Student Governor who are appointed
for the period that they remain students of the College, members of the Corporation are initially
appointed for a 1-year term of office, followed by another two terms of three and four years
respectively, but are eligible for consideration for re-appointment at the end of this term.

Co-opted Committee members are appointed to the relevant committee and have the same terms of
office as Corporation members.

Corporation Performance

The Corporation carried out a self-assessment of its own performance for the year ended 31° July
2023. No significant weaknesses were identified. The Corporation had considered the DfE guidance
on board reviews and commissioned a review during 2022-23. The review made no significant
recommendations but minor recommendations were made.

Training and Development

The Corporation is committed to training and development for all Governors and for the Clerk to the
Governors. All Governors receive induction training with the appropriate senior managers on
appointment. Training needs are considered through a periodic skills audit (last completed in
September 2022) and in discussions with Governors. Governors and the Clerk to the Governors have
attended several external events, such as regional governance conferences, induction and networking
events. Staff and Student Governors are invited to attend training specifically for their roles.
Governors updates have been provided with a variety of internal and external speakers. Governors are
enrolled on Smartlog (an online training platform) to undertake training modules covering
safeguarding and prevent, equality and diversity, health and safety and basic GDPR awareness.

Remuneration Committee

Throughout the year ending 31 July 2023 the Remuneration Committee comprised four 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 postholders.

The College has adopted the Association of Colleges’ Senior Staff Remuneration Code. There is a
requirement that the College must publish a readily accessible annual statement based on an annual

15
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report to the Governing Body. This annual report will be presented to Corporation on 26™ February
2024.

Details of remuneration of these post-holders and other key management personnel for the year
ended 31% July 2023 are set out in note 6 of the financial statements.

Audit Committee

The Audit Committee comprises at least three members of the Corporation (excluding the Accounting
Officer (Principal) and Chair) and two Co-opted members who bring finance and audit specialisms. The
Committee operated in accordance with written terms of reference approved by the Corporation. Its
purpose is to advise the Corporation on the adequacy and effectiveness of the College’s system of
internal control and its arrangements for risk management, control and governance processes.

The Audit Committee meets on a termly basis and provides a forum for reporting by the College’s
internal and external (financial statements and regularity) auditors who have access to the Committee
for independent discussion, without the presence of College management. The Committee also
receives and considers reports from the main funding bodies as they affect the College’s business.

The Audit Committee reviews and approves the Annual Internal Audit Report, the external auditors
Audit Completion Report and the Annual Report and Financial Statements. The Audit Committee also
prepares an Annual Report for submission to the Corporation.

The College’s internal auditors review the systems of internal control, risk management controls and
governance processes in accordance with an agreed plan of input and report their findings to
management and the Audit Committee.

Management is responsible for the implementation of agreed audit recommendations and internal
audit undertake periodic follow-up reviews to ensure that recommendations have been implemented.

The Audit Committee also advises the Corporation on the appointment of internal, external (regularity

and financial statements) auditors, and their remuneration for both audit and non-audit work as well
as reporting annually to the Corporation.

Membership of the Corporation
See over page.

16



L1

%001 9¢0C’'CT 0t o J3]Ipas suljole)
%00T L207°€0°SO €207°€0°90 98ed AmuejAn
%095 (440 raraN s [44{sTar4 e} 8T0ZCT'TT uopJoo el 4Q
%0t S207°80°1¢E TZ0T 0T8T uems-uotawe) IaAIO
12qUWIdIAI Jjelrs
%00T do7B4 9Z0Z'80°¢t1 €20T°€00e ceozerel 9sNOYPOOM\ elez
|eaneqqes 97s ‘SBOV €¢0T'80°'1¢E T20T°'60°'10 s3uD|a9s aley
%001 SROV ¥Z0T'80°'TE €20T°L0°0T SHaqoy |jassny 1d
e/u SOV 2¢07'80°'1¢E ¢T0T'80°'1€E €10C°TO'T0 [O3IN uyor
(41eyd-ad1p)
%001 way ‘9%s SOV €C0T'CT'1E ¥107°e0°0¢ 3W|oYsMaN Ayrown |
%00T SOV S¢0Z'80°'1¢E £€C0T'e00C TZ07°60°'10 SILINAl 1.y
%001 SRV ¥207’80°'1€E €207°50°'60 oW a1e) ua
%00T S0V ‘WaY ‘DS ‘dD®d | ¥TOT'BO'TE 9T0Z LO'VT (41eyd) ssuor uArsiN
%49 way ‘4984 ¥207'80'TE 020Z'2001 UewWaspOoH 8D
%ES lpny ¥202'80°T¢E 0Z0C'z0'01 $93paH aof
%L9 way ‘O%s ‘d9Bd | ¥ZOT'80'TE 0702001 Asjuieq e1ad
%0 lpny 9707 LO0'TE £€207°L001 dr uosiapleg Apnf
%L9 97%S ‘d9%d §T0C'80°'1¢E €001 91 LT0TvO'17e 390 Jeg ulqoy Jossasj0.d
e/u ¥Z07'80°TE €202°0T91 puepjdny uyor
%49 SOV ‘Upny ¥Z0T7'80°1¢€ 020Z°0T'61 3490 ptouly anduuar
slaquia|Al Juapuadapu

saadx] pasjuawuwio)
238ejuadtad diysiaquiaial oo | uoneusisay diyssaquisial JOUJIAOD) JO BN
2Juepuany 23 IWwo) Jo pouadd J0 aeq uonesodio) Joulanoy jo Asodare)

-:SMOJ|0} Se a1am podai siy3 o aunieusdis jo azep ay} 0} dn pue JeaA 3y} Sulnp uonelodio) syl PaAIas OYM SIaqUIBW YL SIAGqIBAI

[0J3UO0) |BUIDIU| PUB BIUBUIIAOD 3jeliodio) JO JUBWEIS

S}y JO 983(|0) pJ0J249H



8T

"UO 3Je A3y} 3913)WIWOD Y1 0] SAYE|BJ BOUBPUSNE UM SIaGWBW Paldo-0) 4o uoidadxa a3yl yum ‘Ajuc sSupsaw Apog Suluanos o3 ss)e[aJ 28e1Ua24ad 9IUBPUBIIY,

931}JWWOo) uoijelaunway — ,way,

99111WWO) UpNY — HpNY

“391UWIWOD) IIUBUIIAOY 1§ Y2IedS — 998,
"99131WwWo) sesodind |eJauan 1§ adueuld — ,d9Q4,

93)11WWO) SpJepuels 13 Aljeny Jjwapedy — ,$BOV,

S291WWO0) 0] Aay

e/u do®d | 7Z0T'80'1E| TTOT'80°1E 120T°60°T0 2}|0Y 102S
993 lluIwo)

d9'34 Jaquiay paido-0)

%.9 SBOV | SZ07'80°1E 1207'60°'T0 UOLIOH 3uueof uq
29wwo)

SOV Jaquisipl paydo-0)

%00T upny | SZ0Z'80°TE T20T'10°T0 |eag-pJojpues Aey
%00T wpny | SZOT'8O'TE | €£70Z'LOOT 1202°60°T0 dr uosiapjeg Apng
IPWLW0)

Hpny Jaquiaip paido-o0)

%00T S'B0V ‘DS ‘dO%B8 0121J0-x3 ST0Z'0T'22 uoil|ddy |1esiqy
9AIINI9X] JBIYD 1B _mn_u:_._n_

%05 SBOV | SC0TLO'1E zeoTerer Snwas 31304y
%00T SBOV | tT0T'LO0'TE €207°L0°0T Aaswey Aonq
%0 S0V | €T0TLOTE| €C0T'E0TT 720701 LT pooma Afjw3
%00T S0V | SZOZT'LO'TE €20T°L0°0T piopnH ualaH
%EE SBOV | €Z0T/0°TE| €£€Z0T'€0'90 7T0T0T°LT siun) ajydos
SI9QqUWIBIAl JU2PNIS

SUY Jo 989||0) p40ja49H

|0J3U0) [BUIIU| pUR IUBUIDAOYL) djesodio) JO jusuiglels



Hereford College of Arts

Statement of Corporate Governance and Internal Control

Internal Control

Scope of Responsibility

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

The Corporation has delegated day to day responsibility to the Accounting Officer (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 she is
personally responsible, in accordance with the responsibilities assigned to her in the Funding
Agreement between Hereford College of Arts and the funding bodies. She is also responsible for
reporting to the Corporation any significant weaknesses or breakdowns in internal control.

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 Hereford College of Arts for the year ended 31%
July 2023 and up to the date of approvai of the annual report and accounts.

Capacity to handle risk

The Corporation has reviewed the key risks to which the Coliege is exposed together with the
operating, financial and compliance controls that have been implemented to mitigate those risks. The
Corporation is of the view that there is a formal ongoing process for identifying, evaluating and
managing the College’s significant risks that has been in place for the year ended 31° July 2023 and
up to the date of approval of the annual report and accounts. The process is regularly reviewed by
the Corporation.

The risk and control framework

The system of internal control is based on a framework of regular management information,

administrative procedures including the segregation of duties, and a system of delegation and

accountability. In particular, it includes:

e comprehensive budgeting systems with an annual budget which is reviewed and agreed by the
Corporation

e regular reviews by the Corporation of periodic and annual financial reports which indicate
financial performance against forecasts

e setting targets to measure financial and other performance

o clearly defined capital investment control guidelines

¢ the adoption of formal project management disciplines where appropriate

Hereford College of Arts has an internal audit service, which operates in accordance with the
requirements of the ESFA’s Post-16 Audit Code of Practice. The work of the internal audit service is
informed by an analysis of the risks to which the College is exposed, and annual internal audit plans
are based on this analysis. The analysis of risks and the internal audit plans are endorsed by the
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Hereford College of Arts

Statement of Corporate Governance and Internal Control

Corporation on the recommendation of the Audit Committee. At minimum, annually, the Head of
Internal Audit (HIA) 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.

Review of effectiveness

As Accounting Officer, the Principal has responsibility for reviewing the effectiveness of the system of

internal control. Her review of the system of internal control is informed by:

e The work of the internal auditors

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

e Comments made by the College’s financial statements auditors, the regularity auditors and any
government appointed funding auditors in their management letters and other reports.

The Accounting Officer (Principal) has been advised on the implications of the result of her review of
the effectiveness of the system of internal control by the Audit Committee, which oversees the work
of the internal auditor, and a plan to address weaknesses and ensure continuous improvement of the

systems in place.

The Senior Leadership Team receives reports setting out key performance and risk indicators and
considers possible control issues brought to their attention by early warning mechanisms, which are
embedded within the College and reinforced by risk awareness training. The Senior Leadership Team
and the Audit Committee also receive regular reports from internal audit which include
recommendations for improvement. The Audit Committee’s role in this area is confined to a high-
level review of the arrangements for internal control. The Corporation’s agenda includes a regular
item for consideration of risk and control and receives reports thereon from the Senior Leadership
Team and the Audit Committee. The emphasis is on obtaining the relevant degree of assurance and
not merely reporting by exception. At its December 2023 meeting, the Corporation carried out the
annual assessment for the year ended 31% July 2023 by considering documentation from the Senior
Leadership Team and internal audit, and taking account of events since 31% July 2023.

Based on the advice of the Audit Committee and the Accounting Officer (Principal), the Corporation
is of the opinion that the College has an adequate and effective framework for governance, risk
management and control, and has fulfilled its statutory responsibility for “the effective and efficient
use of resources, the solvency of the institution and the safequarding of their assets”.

Approved by order of the members of the Corporation on 11th December 2023 and signed on its
behalf by:

2l e eererernennneeenenes Abigail Appleton
Accounting Officer (Principal)

Signed..4..

Chair of the Corporation
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Hereford College of Arts

Statement on the College’s Regularity, Propriety and Compliance

The Corporation has considered its responsibility to notify the Education and Skills Funding Agency
(ESFA) of material irregularity, impropriety and non-compliance with terms and conditions of funding
under the College’s grant funding agreement and contracts with the ESFA. As part of its consideration,
the Corporation has due regard to the requirements of the grant funding agreements and contracts
with ESFA.

We confirm, on behalf of the Corporation, that after due enquiry, and to the best of our knowledge,
the Corporation believes it is able to identify any material irregular or improper use of funds by the
College, or material non-compliance with the terms and conditions of funding under the College’s
grant funding agreements and contract with the ESFA.

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

fingit At

Abigail Appleton
Accounting Officer (Principal)

@ - \3’@

Mervyn Jones
Chair of the Corporatlon

Date: 11'" December 2023
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Hereford College of Arts

Statement of Responsibilities of the Members of the Corporation

The members of the Corporation, as charity trustees, are required to present audited financial
statements for each financial year.

Within the terms and conditions of the College’s grant funding agreements and contracts with the
ESFA, the Corporation, through its Accounting Officer, is required to prepare financial statements for
each financial year in accordance with the 2015 Statement of Recommended Practice — Accounting
for Further and Higher Education, ESFA’s college accounts direction and the UK’s Generally Accepted
Accounting Practice , and which give a true and fair view of the state of affairs of the College and its
deficit of expenditure over income for the year.

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

e select suitable accounting policies and apply them consistently
¢ make judgements and estimates that are reasonable and prudent

e state whether applicable Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements

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

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

The Corporation is responsible for keeping proper accounting records which disclose with reasonable
accuracy, at any time, the financial position of the College, and which enable it to ensure that the
financial statements are prepared in accordance with the relevant legislation of including the Further
and Higher Education Act 1992 and Charities Act 2011 and relevant accounting standards. It is
responsible for taking steps that are reasonably open to it in order to safeguard the assets of the
College and to prevent and detect fraud and other irregularities.

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

Members of the Corporation are responsible for ensuring that expenditure and income are applied
for the purposes intended by Parliament and that the financial transactions conform to the authorities
that govern them. In addition, they are responsible for ensuring that funds from the ESFA are used
only in accordance with ESFA’s grant funding agreements and contracts and any other conditions that
may be prescribed from time to time. Members of the Corporations must ensure that there are
appropriate financial and management controls in place in order to safeguard public and other funds
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 not
put at risk.

Approved by order of the membe
by:

s of the Corporation on 11* Decembgr2023 and signed on its behalf

L)
ervyn Janes Chaifigf\t_[le orporation

"
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Hereford College of Arts

Independent auditor’s report to the members of Hereford College of Arts
Opinion

We have audited the financial statements of Hereford College of Arts (the ‘College’) for the year
ended 31 July 2023, which comprise the Statement of Comprehensive Income and Expenditure, the
Statement of Changes in Reserves, the Balance Sheet, the Statement of Cashfiows and notes to the
financial statements, including a summary of significant accounting policies.

The financial reporting framework that has been applied in their preparation is applicable law and
United Kingdom Accounting Standards, including FRS 102 “The Financial Reporting Standard
applicable in the UK and Republic of Ireland” (United Kingdom Generally Accepted Accounting
Practice) and the 2019 Statement of Recommended Practice: Accounting for Further and Higher
Education.

In our opinion the financial statements:

e pgive a true and fair view of the state of the College’s affairs as at 31 July 2023 and of its
surplus of income over expenditure for the year then ended; and

e have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor’s
responsibilities for the audit of the financial statements section of our report. We are independent of
the College in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the FRC’s Ethical Standard and we have fuifilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the Members of the Corporation’s use
of the going concern basis of accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to
events or conditions that, individually or collectively, may cast significant doubt on the College's ability
to continue as a going concern for a period of at least twelve months from when the financial
statements are authorised for issue.

Our responsibilities and the responsibilities of the Members of the Corporation with respect to going
concern are described in the relevant sections of this report.

Other information

The other information comprises the information included in the annual report, other than the
financial statements and our auditor’s report thereon. The Corporation is responsible for the other
information contained within the annual report. Our opinion on the financial statements does not
cover the other information and, except to the extent otherwise explicitly stated in our report, we do
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Independent auditor’s report to the members of Hereford College of Arts

not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the course of the audit, or otherwise appears
to be materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether there is a material misstatement in the
financial statements or a material misstatement of the other information. If, based on the work we
have performed, we conclude that there is a material misstatement of this other information, we are

required to report that fact.
We have nothing to report in this regard.
Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Post-16 Audit Code of
Practice issued by the Education and Skills Funding Agency requires us to report to you if, in our
opinion:

e adequate accounting records have not been kept; or
the financial statements are not in agreement with the accounting records and returns; or

* the information given in the report of the Members of the Corporation, including the
operating and financial review and statement of corporate governance, is inconsistent with
the financial statements; or

e we have not received all the information and explanations we require for our audit.

Responsibilities of the Corporation

As explained more fully in the Statement of Responsibilities of the Members of the Corporation set
out on page 22, the Corporation is responsible for the preparation of the financial statements and for
being satisfied that they give a true and fair view, and for such internal control as the Corporation
determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the Corporation is responsible for assessing the College’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless the Corporation either intend to liquidate the College or
to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs (UK) will always detect a material misstatement when
it exists. Misstatements can arise from fraud or error and are considered material if, individually or in
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of the financial statements.
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Independent auditor’s report to the members of Hereford College of Arts

The extent to which our procedures are capable of detecting irregularities, including fraud is detailed
below.

irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined above, to detect material misstatements in
respect of irregularities, including fraud.

Based on our understanding of the College and its industry, we considered that non-compliance with
the following laws and regulations might have a material effect on the financial statements:
compliance with the ESFA funding agreements, the OfS regulatory framework, the OFSTED regulatory
framework, safeguarding, pensions legislation, employment regulation and health and safety
regulation, anti-bribery, corruption and fraud, money laundering, HM Treasury’s “Managing public
money”.

To help us identify instances of non-compliance with these laws and regulations, and in identifying
and assessing the risks of material misstatement in respect to non-compliance, our procedures
included, but were not limited to:

e Inquiring of management and, where appropriate, those charged with governance, as to
whether the College is in compliance with laws and regulations, and discussing their policies and
procedures regarding compliance with laws and regulations;

e Inspecting correspondence, if any, with relevant licensing or regulatory authorities;

e Communicating identified laws and regulations to the engagement team and remaining alert to
any indications of non-compliance throughout our audit; and

» Considering the risk of acts by the College which were contrary to applicable laws and
regulations, including fraud.

We also considered those laws and regulations that have a direct effect on the preparation of the
financial statements, such as tax legislation, pension legistation.

In addition, we evaluated the Members of the Corporation and management’s incentives and
opportunities for fraudulent manipulation of the financial statements, including the risk of
management override of controls, and determined that the principal risks related to posting manual
journal entries to manipulate financial performance, management bias through judgements and
assumptions in significant accounting estimates, revenue recognition (which we pinpointed to the
cut-off assertion) and significant one-off or unusual transactions.

Our audit procedures in relation to fraud included but were not limited to:
e Making enquiries of the Members of the Corporation and management on whether they had
knowledge of any actual, suspected or alleged fraud;
e Gaining an understanding of the internal controls established to mitigate risks related to fraud;
e Discussing amongst the engagement team the risks of fraud; and
e Addressing the risks of fraud through management override of controls by performing journal
entry testing.
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Independent auditor’s report to the members of Hereford College of Arts

There are inherent limitations in the audit procedures described above and the primary responsibility
for the prevention and detection of irregularities including fraud rests with management. As with any
audit, there remained a risk of non-detection of irregularities, as these may involve collusion, forgery,
intentional omissions, misrepresentations or the override of internal controls.

A further description of our responsibilities for the audit of the financial statements is located on the

Financial Reporting Council’s website at www.frc.org.uk/auditorsresponsibilities. This description

forms part of our auditor’s report.

Other required reporting
Opinion on other matters prescribed in the OfS Audit Code of Practice issued under the Further and

Higher Education Act 1992

In our opinion, in all material respects:
o funds provided by the OfS and UK Research and Innovation (including Research England) have
been applied in accordance with the relevant terms and conditions attached to them; and

¢ the requirements of OfS’s accounts direction have been met.

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters in relation to which the OfS Audit Code
of Practice requires us to report to you if, in our opinion:
e the provider’s grant and fee income, as disclosed in the notes to the financial statements, has

been materially misstated; or
e the provider's expenditure on access and participation activities, as disclosed in the financial
statements, has been materially misstated.

Use of the audit report

This report is made solely to the Corporation as a body 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 as a body for our audit work, for this report, or for the
opinions we have formed.

Mazars LLP (Dec 14,2023 17:25 GMT)
Mazars LLP
Chartered Accountants and Statutory Auditor

90 Victoria Street

Bristol BS1 6DP

Date Dpec 14,2023
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Hereford College of Arts

Independent Reporting Accountant’s Report on Regularity to the
Corporation of Hereford College of Arts and Secretary of State for Education
acting through the Education and Skills Funding Agency (‘ESFA’)

In accordance with the terms of our engagement letter dated 19" October 2023 and further to the
requirements and conditions of funding in the ESFA’s grant funding agreements and contracts, or
those of any other public funder, we have carried out an engagement to obtain fimited assurance
about whether anything has come to our attention that would suggest, in all material respects, the
expenditure disbursed and income received by Hereford College of Arts during the period 1 August
2022 to 31 July 2023 have not been applied to the purposes intended by Parliament and the financial
transactions do not conform to the authorities which govern them.

The framework that has been applied is set out in the Post-16 Audit Code of Practice (the Code) issued
by the ESFA and in any relevant conditions of funding concerning adult education notified by a
relevant funder.

This report is made solely to the Corporation of Hereford College of Arts and ESFA in accordance with
the terms of our engagement letter. Our work has been undertaken so that we might state to the
Corporation of Hereford College of Arts and 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 Hereford College of Arts and ESFA for our work,
for this report, or for the conclusion we have formed.

Respective responsibilities of Hereford College of Arts and the reporting accountant

The Corporation of Hereford College of Arts is responsible, under the requirements of the Further &
Higher Education Act 1992, subsequent legislation and related regulations and guidance, for ensuring
that expenditure disbursed and income received are applied for the purposes intended by Parliament,
and the financial transactions conform to the authorities that govern them.

Our responsibilities for this engagement are established in the United Kingdom by the Code our
profession’s ethical guidance and are to obtain limited assurance and report in accordance with our
engagement letter and the requirements of the Code. 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 period 1 August 2022 to 31 July 2023 have not been applied
to purposes intended by Parliament or that the financial transactions do not conform to the
authorities which govern them.

Approach

We conducted our engagement in accordance with the Code issued by ESFA. We performed a limited
assurance engagement as defined in that framework.

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

information and explanations in order to provide us with sufficient appropriate evidence to express a
negative conclusion on regularity and propriety.
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Independent Reporting Accountant’s Report on Regularity to the
Corporation of Hereford College of Arts and Secretary of State for Education
acting through the Education and Skills Funding Agency (‘ESFA’)

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 become aware of all
significant matters that might be identified in a reasonable assurance engagement. Accordingly, we
do not express a positive opinion.

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

The work undertaken to draw to our conclusion includes:

* Reviewed the statement on the College’s regularity, propriety and compliance with funding
body terms and conditions of funding.

e Reviewed the College’s completed self-assessment questionnaire on regularity.

e Read the financial memorandum with the ESFA/funding agreement with the ESFA.

e Tested a sample of expenditure dishursed and income received to consider whether they

have been applied to purposes intended by Parliament and in accordance with funding

agreements where relevant.

Tested a sample of individual learner records.

Obtained the policy for personal gifts and/or hospitality.

[ J

e Obtained the register of personal interests.

e Obtained the financial regulations/financial procedures.

e Obtained the College’s whistleblowing policy.
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 1 August 2022 to 31 July
2023 has not been applied to purposes intended by Parliament and the financia! transactions do not
confaorm to the authorities which govern them.

Signed:

Mazars LLP (Dec 14,2023 17:25 GMT)

Mazars LLP

Chartered Accountants and Statutory Auditor
90 Victoria Street, Bristol, BS1 6DP

Date: Dec 14,2023
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Hereford College of Arts

Statement of Comprehensive Income and Expenditure

Notes
2023 2022
£'000 £'000
INCOME
Funding body grants 2 3,148 2,865
Tuition fees and education contracts 3 3,273 3,179
Other income 4 92 78
Investment income 5 15 -
Total Income 6,528 6,122
EXPENDITURE
Staff costs 6 4,288 4,242
Other operating expenses 7 1,980 2,008
Depreciation 10 361 393
Interest and other finance costs 9 58 68
6,687 6,711
(Deficit) before other gains and losses (159) (589)
Gain/(Loss) on disposal of assets - -
(Deficit) before tax (159) (589)
Taxation 8 : -
(Deficit) for the year (159) (589)
Actuarial gain in respect of pension scheme 24 1,991 2,855
Total Comprehensive Income for the year 1,832 2,266
2023 2022
£000 £000
Represented by:
Restricted comprehensive income - -
Unrestricted comprehensive income 1,832 2,266
1,832 2,266
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Statement of Changes in Reserves

Income &
Expenditure  Revaluation
Account Reserve Total
£'000 £'000 £'000

Balance at 1* August 2021 {487) 1,094 607
(Deficit) from the Income & Expenditure account (589) - (589)
Other comprehensive income 2,855 - 2,855
Transfers between Revaluation and Income & 17 (17) -
Expenditure account
Total comprehensive income for the year 2,283 (17) 2,266
Balance at 31° July 2022 1,796 1,077 2,873
(Deficit) from the Income & Expenditure account (159) - (159)
Other comprehensive income 1,991 - 1,991
Transfers between Revaluation and Income & 17 (17) -
Expenditure account
Total comprehensive income for the year 1,849 (17) 1,832
Balance at 31° July 2023 3,645 1,060 4,705

30



Hereford College of Arts

Balance Sheet as at 31 July 2023

Notes 2023 2022
£'000 £'000
Non Current assets
Tangible fixed assets 10 3,231 3,298
3,231 3,298
Current assets
Stocks 12 10 11
Debtors 13 263 138
Cash at bank and in hand 17 3,506 2,744
Total Current assets 3,779 2,893
Less: Creditors
- amounts falling due within one year 14 (1,981) (1,074)
Net current assets 1,798 1,819
Total assets less current liabilities 5,029 5,117
Creditors
- amounts falling due after more than one year 15 {324) (352)
Provisions
Defined benefit obligation 16/24 - (1,892)
Total Net Assets 4,705 2,873
Unrestricted Reserves
Income & expenditure account 3,645 1,796
Revaluation reserve 1,060 1,077
Total Unrestricted Reserves 4,705 2,873

The financial statements on pages 29 to 52 were approved and authorised by the Corporation on 11
December 2023 and were signed on its behalf on that date by:

- “ ¢
Abigail Appleton: m&"j\ .... r 3 f »é . .. L .....
)

Accounting Officer (Princ
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Statement of Cashflows

Cashflow from operating activities:
(Deficit) for the year

Hereford College of Arts

Adjustment for non-cash items:
Depreciation

Decrease/(Increase) in stocks
(Increase)/Decrease in debtors

Increase in creditors due within one year
(Decrease) in creditors due after one year
Increase /(Decrease) in provisions
Pension costs less contributions payable
Taxation

Adjustment for investing or financing activities:
Investment income

interest/finance costs payable

Taxation paid

Loss on sale of fixed assets

Net cashflow from operating activities

Cashflows from investing activities
Investment income
Payments made to acquire fixed assets

Cashflows from financing activities
Interest paid
Interest element of finance lease rental payments

Increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

2023 2022
£/000 £'000
(159) (589)
(159) (589)
361 393
1 (3)
(125) 32
907 181
(28) (36)
41 314
58 68
1,056 360
(294) (251)
(294) (251)
762 109
2023 2022
£'000 £'000
2,744 2,635
3,506 2,744
762 109
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Notes to the Financial Statements for the year ended 31 July 2023
1. STATEMENT OF ACCOUNTING POLICIES:

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

Basis of Preparation

These financial statements have been prepared in accordance with the Statement of
Recommended Practice: Accounting for Further and Higher Education 2019 (the 2019 FE HE SORP),
the College Accounts Direction for 2022 to 2023 and in accordance with the Financial Reporting
Standard 102 — “The Financial Reporting Standard applicable in the United Kingdom and Republic
of Ireland” (FRS 102). The College is a public benefit entity and has therefore applied the relevant
public benefit requirements of FRS 102.

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

Basis of Accounting

The financial statements are prepared in accordance with the historical cost convention modified
by the revaluation of certain fixed assets.

Going Concern

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

The College has no loans or overdrafts.

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
Revenue grant funding

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

The recurrent grant from Office for Students (OfS) represents the funding allocations attributable
to the current financial year and is credited direct to the Statement of Comprehensive Income.
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Where part of a government grant is deferred, the deferred element is recognised as deferred
income within creditors and allocated between creditors due within one year and creditors due
after more than one year as appropriate.

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

Capital grant funding

Government capital grants are capitalised, held as deferred income and recognised in income over
the expected useful life of the asset, under the accrual model as permitted by FRS 102. Other, non-
governmental, capital grants are recognised in income when the College is entitled to the funds
subject to any performance related conditions being met. Income received in advance of

performance related conditions being met is recognized as deferred income within creditors on the
Balance Sheet and released to income as conditions are met.

Fee income

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

Investment income

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

Agency arrangements

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

Accounting for post-employment benefits

Post-employment benefits to employees of the College are principally provided by the Teachers’
Pension Scheme (TPS) and the Local Government Pension Scheme (LGPS). These are defined benefit
plans, which are externally funded and contracted out of the State Second Pension.

Teachers’ Pension Scheme (TPS)

The TPS is an unfunded scheme. Contributions to the TPS are calculated so as to spread the cost of
pensions over employees’ working lives with the College in such a way that the pension cost is a
substantially level percentage of current and future pensionable payroll. The contributions are
determined by qualified actuaries on the basis of valuations using a prospective benefit method.

The TPS is a multi-employer scheme and there is insufficient information available to use defined
benefit accounting. The TPS is therefore treated as a defined contribution plan and the
contributions recognised as an expense in the income statement in the periods during which
services are rendered by employees.

Worcestershire County Council 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
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actuarial valuations are obtained at least triennially and are updated at each balance sheet date.
The amounts charged to operating surplus are the current service costs and the costs of scheme
introductions, benefit changes, settlements and curtailments. They are included as part of staff
costs as incurred.

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

Actuariai gains and losses are recognised immediately in actuarial gains and losses.

Short term Employment benefits

Short term employment benefits such as salaries and compensated absences (holiday pay) are
recognized as an expense in the year in which the empioyees 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.

Non-Current Assets — Tangible Fixed Assets

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

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

Land & Buildings

Land and buildings inherited from the local education authority are stated in the balance sheet at
valuation on the basis of depreciated replacement cost as the open market value for existing use
is not readily obtainable. The associated credit is included in the revaluation reserve. The difference
between depreciation charged on the historic cost of assets and the actual charge for the year
calculated on the revalued amount is released to the income and expenditure account reserve on
an annual basis.

Freehold land is not depreciated as it is considered to have an infinite useful life.
Freehold buildings are depreciated over their expected useful economic life to the College of
between 15 and 40 years. The College has a policy of depreciating major adaptations to buildings

over the period of their useful economic life.

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.
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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, as deemed cost but not to adopt a policy of
revaluations of these properties in the future.

Subsequent expenditure on existing fixed assets

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

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.

Equipment

Equipment costing less than £1,000 or with an expected life of twelve months or less is recognised
as expenditure in the period of acquisition. All other equipment is capitalised at cost.

All equipment is generally depreciated on a straight line basis over its remaining useful economic
life of between 3 and 10 years.

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

Leased assets

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

Leasing agreements which transfer to the College substantially all the benefits and risks of
ownership of an asset are treated as finance leases.

Assets held under finance leases are recognised initially at the fair value of the leased asset (or, if
lower, the present value of minimum lease payments) at the inception of the lease. The
corresponding liability to the lessor is included in the balance sheet as an obligation under finance
leases. Assets held under finance leases are included in tangible fixed assets and depreciated and
assessed for impairment losses in the same way as owned assets.

Minimum lease payments are apportioned between the finance charge and the reduction of the
outstanding liability. The finance charges are allocated over the period of the lease in proportion
to the capital element outstanding.
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Cash and cash equivalents

Cash includes cash in hand, deposits repayable on demand and overdrafts. Deposits are repayable
on demand if they are in practice available within 24 hours without penalty.

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

Stocks

The only stocks held at the end of 2022/23 were arts supplies held by the College shop. Stocks are
stated at the lower of their cost and net realisable value. Where necessary, provision is made for
obsolete, slow moving and defective costs.

Foreign Currency Translations

Transactions denominated in foreign currencies are recorded using the rate of exchange ruling at
the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are
translated at the rates of exchange ruling at the end of the financial period with all resulting
exchange differences being taken to income in the period in which they arise.

Taxation

The College is considered to pass the tests set out in Paragraph 1 Schedule 6 Finance Act 2010, and
therefore 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 not registered for Value Added Tax and receives no major exemption in respect of
VAT, with only a few items being exempt by virtue of its charitable status. 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

Provisions are recognized
e when the College has a present legal or constructive obligation as a result of a past event
e itis probable that a transfer of economic benefit will be required to settle the obligation
o 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 recognised as a finance cost in the statement of comprehensive income in the period
it arises.

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

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

The College currently has no provisions except for the obligations with regard to the Local
Government Pension Scheme and no contingent liabilities.

Judgements in applying accounting policies and key sources of estimation uncertainty

In preparing these financial statements, management have made the following judgements:

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

e Determine whether there are indicators of impairment of the group’s tangible assets,
including goodwill. Factors taken into consideration in reaching such a decision include the
economic viability and expected future financial performance of the asset and where it is a
component of a larger cash-generating unit, the viability and expected future performance of
that unit.

Other key sources of estimation uncertainty

e 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 conditions, the
remaining life of the asset and projected disposal values.

e Local Government Pension Scheme

The present value of the Local Government Pension Scheme defined benefit liability depends on
a number of factors that are determined on an actuarial basis using a variety of assumptions.
The assumptions used in determining the net cost (income) for pensions include the discount
rate. Any changes in these assumptions, which are disclosed in note 23, 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 2022 has been used by the actuary in
valuing the pensions liability at 31 July 2023. Any differences between the figures derived from
the roll forward approach and a full actuarial valuation would impact on the carrying amount of
the pension liability.
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2. Funding Body Grants

2023 2022
£'000 £'000
Recurrent grants
Education and Skills Funding Agency — adult 15 15
Education and Skills Funding Agency - 16-18 2,796 2,529
Office for Students 113 117
Specific Grants
Teacher Pension Scheme contribution grant 142 120
Release of deferred capital grant 72 62
ESFA Other 10 22
3,148 2,865
3. Tuition Fees and Education Contracts
2023 2022
£000 £'000
Further Education Fees students 149 134
High Needs Income 82 76
Advanced Learning Loans 149 160
UK Higher Education Students 306 247
UK Higher Education Loans 2,517 2,498
Non-EU Higher Education Fees 63 57
Other 7 7
3,273 3,179
4, Other Income
2023 2022
£°000 £'000
Other Income Generating Departments 13 13
Other income 79 65
92 78
5. Investment Income and Interest
2023 2022
£'000 £°000
Bank interest receivable 15 -
15 -
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6. Staff Costs
The average number of persons (including key management personnel) employed by the College
during the year, expressed as full-time equivalents (fte), was:-

2023 2022
fte’s fte's
Teaching staff 65 65
Non teaching staff 49 47
114 112

Staff costs for the above persons:
2023 2022
£'000 £'000
Wages & salaries 3,307 3,076
Social security costs 241 200
Pension costs 699 636
Pension FRS 102 cost 411 314
4,288 4,226
External employees - -
4,288 4,226
Exceptional restructuring costs 3 16
Total staff costs 4,288 4,242

Key management personnel

Key management personnel are those persons having authority and responsibility for planning,
directing and controlling activities of the college and are represented by the Accounting Officer
(Principal) and holders of other senior posts whom the Corporation have selected for the purposes of
the Articles of Government of the College. Decisions relating to such appointments are made by the
Governors.

No compensation has been paid to key management personnel for loss of office.

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

2023 2022

The number of key management personnel including
the Accounting Officer (Principal) was 5 4
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The number of key management personnel and other staff who received emoluments, excluding
pension contributions, but including benefits in kind, in the following ranges were:-

Key management personnel Other staff

2023 2022 2023 2022

No. No. No. No.
£0 - £10,000 1 -
£10,001 - £20,000 - - N/A N/A
£20,001 - £30,000 - 1 N/A N/A
£30,001 - £40,000 - - N/A N/A
£40,001 - £50,000 - - N/A N/A
£50,001 - £60,000 3 3 N/A N/A
£60,001 - £70,000 - - - .
£90,001- - 1 - -
£100,000
£100,001- 1 -
£110,000

5 5 - -

Key management personnel compensation is made up as 2023 2022
follows: £000 £'000
Salary — gross of salary sacrifice and waived emoluments 274 285
Employers National Insurance 33 35
Employers Pension contributions 57 57
Total key management personnel compensation 364 377

The above emoluments include amounts payable to the Accounting Officer (Principal) (who is also the
highest paid officer) of:

2023 2022

£°000 £°000

Salary 102 100
Employers’ Pension contributions 19 18
Total emoluments 121 118

The governing body has adopted the AoC’s Senior Staff Remuneration Code in April 2019 and will
assess pay in line with its principles in the future. The remuneration package of senior post holders,
including the Principal and Chief Executive, is subject to annual review by the Remuneration
Committee of the governing body who use benchmarking information to provide objective guidance.

The College used the College Senior Pay Survey 2022, focusing on the analysis of West Midlands

colleges and colleges with comparable income, less than £10m. Remuneration was significantly lower
than the West Midlands benchmarks and in line with the less than £10m turnover benchmarks. A pay
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award of 3% was made during the year. This was in line with the general pay award for all staff.
The Principal and Chief Executive reports to the Chair of the Governing body, who undertakes an
annual review of her performance against the College’s overall objectives using qualitative and

quantitative measures of performance.

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

2023 2022
Principal’s basic salary as a multiple of the median of all staff 4.00 4.00
Principal and CEQ’s total remuneration as a multiple of the 4.78 4.72

median of all staff

Employer pension contributions in respect of the Accounting Officer (Principal) and key management
personnel are paid at the same rate as for other employees. No compensation for loss of office was
paid to key management personnel.

With the exception of the Accounting Officer (Principal) and two Staff Governors, the members of the

Corporation do not receive any payment from the College other than the reimbursement of travel and
subsistence expenses incurred in the course of their duties.

7. Other Operating Expenses

2023 2022
£'000 £'000
Teaching Departments 346 306
Teaching Support Services 277 330
Other Support Services 19 17
Administration and Central Services 461 514
General Education 78 71
Premises Costs 648 580
Planned Maintenance 71 100
Student Support Funds 66 74
Other Expenses 14 16
1,980 2,008
Other operating expenses include:
Auditors’ remuneration included above -
Financial Statement Audit 23 20
internal Audit 10 16
Operating lease costs 233 220
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Access and Participation spending

The College is registered with the Office for Students(OfS) and has an approved access and
participation plan.

2023 2022

£'000 £'000

Access Investment 104 94
Financial Support 52 68
Disability Support 22 42
Research and Evaluation 16 17
194 221

Staff costs relating to Access and Participation total £112K (2021-22: £149K) and are included in the
above breakdown and disclosed within note 6. A copy of our published access and participation plan
for 2022/23 is available here: Our Policies — Hereford College of Arts (hca.ac.uk)

8. Taxation

The members do not believe that the College was liable for any corporation tax arising out of its
activities during either year.

9. Interest and other finance costs
2023 2022
£000 £000
Pension finance costs 58 68
58 68
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10. Tangible Fixed Assets

Freehold New buildings Equipment Total
£000 and property & Vehicles
improvements £000 £000
£000
Costs or valuation
At 1% August 2022 1,595 5,670 2,125 9,390
Additions - 248 46 294
Disposals - (26) (26)
1,595 5,918 2,145 9,658
At 31% July 2023
Depreciation
At 1% August 2022 520 3,654 1,918 6,092
Charge for year 17 228 116 361
Disposals (26) (26)
At 31 july 2023 537 3,882 2,008 6,427
Net Book Value at
31 July 2023 1,058 2,036 137 3,231
Net Book Value at
31° July 2022 1,075 2,016 207 3,298

Inherited land and buildings were valued for the 1994 financial statements at depreciated
replacement cost by Hereford and Worcester County Council. No revaluation has taken place since
then. If inherited land and buildings had not been valued on Incorporation, they would have been
included in the accounts at a historic value of zero.

11. Investments
Cash was held at HSBC. There were no investments in any other institutions during the year.

12.  Stocks
2023 2022
£'000 £000
Arts supplies held by College Shop 10 11
10 11
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13. Debtors: amounts falling due with one year

2023 2022
£'000 £000
Trade debtors 40 22
Prepayments and accrued income 223 116
263 138
14. Creditors: amounts falling due within one year
2023 2022
£°000 £000
Trade creditors 149 90
Other taxation, social security and pensions 134 135
Accruals and other creditors 429 504
Accruals — employee annual leave 136 136
Grants received in advance 1,081 142
Deferred income — government capital grants 52 67
1,981 1,074
15. Creditors: amounts falling due after one year
2023 2022
£'000 £000
Deferred income — government capital grants 324 352
324 352
16. Provisions
Defined Benefit Total
Obligation
£000 £'000
At 1 August 2022 1,892 1,892
Expenditure in the period (329) (329)
Additions in the period 428 428
Remeasurements — net gain (1,991) (1,991)

At 31 July 2023 - =

Defined benefit obligations relate to the liabilities under the College’s membership of the Local
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Government Pension Scheme. Further details are given in Note 24.

17. Cash and cash equivalents

At 1 August 2022 Cashflows At 31 July 2023
£'000 £'000 £'000
Cash and cash equivalents 2,744 762 3,506
2,744 762 3,506
18.  Capital and other commitments
2023 2022
£°000 £'000
Commitment contracted for at 31 July 84 70
84 70

In July 2019 the College entered into a nominations agreement for student accommodation at Station
Approach, Hereford. The nominations agreement guarantees that the College will underwrite
occupancy of all 178 rooms from 2023-24, for a minimum of the next 17 years. In certain
circumstances, the College can be released from the nominations agreement.

19. Lease obligations
At 31 July the College had minimum lease payments under non-cancellable operating leases as

follows:

2023 2022
£000 £'000
Land and building
Not later than one year 20 214
Later than one year and not later than five years - 18
Over five years - -
20 232
Other
Not later than one year 2 2
Later than one year and not later than five years - 2
Over five years - -
2 4

The land and building lease commitment, relates to the College Road Campus. The other leases are
for a franking machine. Lease payments recognised as an expense during the year were £233,000
{(2022: £220,000).
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20. Contingent liabilities
The College is not aware of any issues that could give rise to a contingent liability.

21. Llearner Support Funds

2023 2022

£'000 £000

Balance held at 1 August 49 55
ESFA 16-19 Student Bursary Grant 99 74
ESFA Residential Grant 22 23

Advanced Learner Loans Bursary 5 2
Funding clawback (7) (22)
168 132
Disbursed to Students (83) (78)
Administration Costs (6) (5)
Balance unspent as at 31 July, included in creditors 79 49

Funding body grants are available only 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.

22. Related Party Transactions (FRS 8)

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 such
transactions are conducted at arms’ length, in accordance with the College’s financial regulations and
normal procurement procedures.

The total travel expenses paid to or on behalf of the Governors during the year were £3k (2021/22
£4k). This represents travel and subsistence expenses and out of pocket expenses incurred in
attending Governor meetings, college events, training courses and conferences.

No Governor has received any remuneration or waived payments from the College during the year
(2021/22 none).

23. Post Balance Sheet Events

There have been no events since the balance sheet date that would materially affect the results for
the year.
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24. Defined pension obligations
The College’s employees belong to two principal post-employment benefit plans: the Teachers’
Pension Scheme England and Wales (TPS) for academic and related staff, and the Worcestershire

County Council Local Government Pension Scheme (LGPS) for non-teaching staff, which is
administered by Worcestershire County Council. Both are muiti-employer defined-benefit plans.

Total pension cost for the year

2023 2022
£'000 £'000
Teachers’ Pension Scheme:
Employers’ contributions 370 357
Local Government Pension Scheme:
- Employer’s contributions 257 230
- Employer’s additional contribution 72 50
FRS 102 (28) net service cost 41 314
Charge to the Statement of Comprehensive Income 370 594
Total Pension Cost for the Year within staff costs 740 951

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 2020 and the LGPS was 315 March 2022,

Teachers’ Pension Scheme

The Teachers' Pension Scheme (TPS) is a statutory, contributory, defined benefit scheme, governed by the
Teachers’ Pension Scheme Regulations 2014. These regulations apply to teachers in schools, colleges and
other educational establishments. Membership is automatic for teachers and lecturers at eligible
institutions. Teachers and lecturers are able to opt out of the TPS.

The TPS is an unfunded scheme and members contribute on a ‘pay as you go* basis — these contributions,
along with those made by employers, are credited to the Exchequer under arrangements governed by the
above Act. Retirement and other pension benefits are paid by public funds provided by Parliament.

Under the definitions set out in Financial Reporting Standard 102 (28.11), the TPS is a multi-employer
pension plan. The College is unable to identify its share of the underlying assets and liabilities of the plan.

Accordingly, the College has taken advantage of the exemption in FRS 102 and has accounted for its
contributions to the scheme as if it were a defined-contribution plan. The College has set out above the
information available on the scheme 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 notational investments that produce that real rate of return.
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The latest actuarial valuation of the TPS was carried out as at 31 March 2020. The valuation report was
published by the Department for Education(DfE) in October 2023. The valuation reported total scheme
liabilities (pensions currently in payment and the estimated cost of future benefits) for service to the
effective date of £262 billion, and notional assets (estimated future contributions together with the
notional investments held at the valuation date) of £222 billion giving a notional past service deficit of £40
billion.

As a result of the valuation, new employer contribution rates have been set at 28.68% of pensionable pay
from April 2024 onwards (an increase from 23.68%). The DfE the has paid a teacher pension employer
contribution grant to cover the additional costs since the previous revaluation and has announced that it
will fund the additional increase from April 2024.

A full copy of the valuation report and supporting documentation can be found on the Teachers’ Pension
Scheme website.

The pension costs paid to TPS in the year amounted to £370,000 (2021/22: £357,000).
Local Government Pension Scheme

The LGPS is a funded defined-benefit scheme, with the assets held in separate funds administered by
Worcestershire County Council.

The total contributions made for the year ended 31% July 2023 were £417k, of which employer’s
contributions were £329k (£257k were normal employer contributions and £72k was a lump sum
contribution toward deficit financing) and employees’ contributions were £88k. The agreed
contribution rates are 17.9% unti! 315 March 2023 and 19.7% from 1** April 2023 for employers and
5.5% to 12.5% for employees, depending on salary.

Principal Actuarial Assumptions

The following information is based upon a full actuarial valuation of the fund at 31** March 2022
updated to 31 July 2023 by a qualified independent actuary:

! 2023 1 2022
i % | %
Rate of Future Salary increases i 4.2 4.1
i Rate of Future Pension increases 2.8 2.7
| Discount rate for Scheme Liabilities at 31° July 5.1 3.5
Rate of inflation (CPI) 2.7 2.6
i Commutation of pensions to lump sums {max) | 50 | 50
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The current mortality assumptions include sufficient allowance for future improvements in mortality
rates. The assumed life expectations on retirement age 65 are:

31% July 2023 31 July 2022
Retiring today
Males 21.5 22.6
Females 23.8 25.0
Retiring in 20 years
Males 22.8 24.1
Females 25.6 27.0

The College’s share of the assets in the plan at the balance sheet date were:

Equities

Bonds - Government

Bonds - Other
Cash
Property
Other

Total fair value of plan Assets

Actual return on plan assets

Fair Value at Fair Value at
31% july 2023 31% july 2022
£'000 £'000
2,377 2,093
2,123 2,071
52 -

445 426
787 735
5,784 5,325
57 (209)

The amount included in the balance sheet in respect of the defined benefit pension plan is as

follows:

Fair value of plan assets

Present value of plan liabilities

Asset cap

Net pensions asset/(liability) (note 16)

2023 2022
£7000 £/000
5,784 5,325
(5,390) (7,217)
(394) -
- (1,892)

The asset cap restricts the pension asset value to zero. The pension asset is not an asset that can be
turned into liquid assets such as cash. It is therefore not prudent to show this as an asset but restrict

to a zero value.
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Amounts recognised in the Statement of Comprehensive Income in respect of the plan are as
follows:

Amounts included in staff costs 2023 2022
£'000 £'000
Current service cost 364 589
Past service cost - =
Administration fee 6 5
Total 370 594
Amounts included in Interest and other finance costs 2023 2022
£'000 £'000
Net Interest cost 58 68
Total 58 68
2023 2022
Amounts recognised in Other Comprehensive Income £7000 £'000
Remeasurement of assets (77) {(295)
Experience gain/(loss) arising on defined benefit obligations 257 (543)
Changes in assumptions underlying the present value of 2,205 3,693
plan liabilities
Asset cap (394) -
Amount recognised in Other Comprehensive Income 1,991 2,855
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Movement in net defined benefit asset/(liability) during

the year:

Net defined benefit (liability) in scheme at 1 August
Movement in year:

Current service cost

Employer contributions

Past service cost

Net interest on defined (liability)

Administration fee

Actuarial gain

Asset cap

Net defined benefit asset/(liability) in scheme at 31 July

Asset and Liability Reconciliation
Changes in the present value of defined benefit
obligations:

Defined benefit obligations at start of period
Current service cost

Interest cost

Contributions by scheme participants

Past service cost

Actuarial (gain)/loss

Estimated benefits paid

Defined benefit obligations at end of period

Changes in the fair value of plan assets:

Fair value of plan assets at start of period
Interest on plan assets

Actuarial gain

Employer contributions

Contributions by scheme participants
Administration fee

Estimated benefits paid

Fair value of plan assets at end of period

LGPS pension deficit contributions

2023 2022
£'000 £'000
(1,892) (4,365)
(364) (589)
329 280
(58) (68)
(6) (5)
2,385 2,855
(394) -

- (1,892)
2023 2022
£'000 £000
7,217 9,605

364 589
250 154

88 82
(2,462) (3,150)

(67) (63)
5,390 7,217
2023 2022
£'000 £'000
5,325 5,240

192 86

(77) (295)
329 280
88 82
(6) (5)
(67) (63)
5,784 5,325

The College has entered into an agreement with the LGPS to make additional contributions in addition
to normal funding levels. The College paid £72K in the 2023/24 tax year. No additional contributions

will be paid until the 2026/27 tax year after the next LGPS triennial valuation.
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