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The City of Liverpool College
Operating and Financial Review
Year ended 31 July 2014

NATURE, OBJECTIVES AND STRATEGIES:
The members present their report and the audited financial statements for the year ended 31 July 2014.

Legal Status

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

The Corporation was incorporated as the City of Liverpoo! Community College. On 15th September 1998 the Secretary of State granted consent to the Corporalion 1o
change its name to Liverpool Community College. On 9 January 2013 the Secretary of Stale granted a further consent to the Corporation to change its name to The City
of

Liverpoo! College.

The Gity of Liverpool College comprises of the College Corporation established under the Further and Higher Educalion Act, First4Skills Limited, a wholly owned private
training provider and Liverpool Business Services Limited, a wholly owed trading subsidiary.

Mission

The College's mission statement as approved by its members is:
To become a bold and exciting national leader, empowering students, staff and businesses with the skills and capabilities they need to overcome the challenges of
the future.

We will do this by growing our core teaching and leaming offer, and creating a more diverse and commercially successful organisation, which is acknowledged as key to
the economic growth of the Liverpool City Region and the development of the wider education sector.

Public Benefit

The City of Liverpool College is an exempt charity under part 3 of the Charities Act 2011 and from 1st September 2013, is regulated by the Secretary of State for
Business, Innovation and Skills as Principal Regulator for all FE Corporations in England. The members of the Governing Body, who are trustees of the charity, are
disclosed on page 9.

In selling and reviewing the College's strategic objectives, the Governing Body has 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 requirements 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:

- Being creative and enterprising, to support excellent employment records for students

- Being inclusive in everything we do, through widening participation and tackling social exclusion

- Being a great place to work and learn, delivering high quality teaching and strong student support systems
- Being a driver of economic success, with strong links with employers, industry and commerce

Strategic Plan

During 2013-14, the College continued to deliver against its Strategic Plan 2011-14. The Strategic Plan oullines the College's ambition to become a bold and exciting
national leader, empowering students, staff and business with the skills and capabilities they need to overcome the challenges of the future. It is built around three pillars
of Performance & Quality; Growth & Development; and People. The College is currently developing a new Strategy for the next three years.

The College also continued its improvement and transformation journey through the year, following its Grade 4 Ofsted inspection in 2012 and the issue of a financial
nolice of concern following an inadequate SFA financial health grade for the 2012-13 year. As a result of the quality and financial position, the College was also under
review by the FE Commissioner during the 2013-14 year. The College was re-inspected by Ofsted in May 2014 and received an improved Grade 3 result. It has achieved
an SFA financial health grade of satisfactory for the year and is no longer under review by the FE Commissioner.

Financial objectives

The Group's financial objectives are:

+ to maintain the Group's medium and long term financial security

« to conlinue to improve financial management in order to retain the confidence of the funders, suppliers, banks and auditors

+ to provide access to the Group's financial information for governors, staff, learners and other stakeholders

+ to ensure that the Group is able to finance a first class and efficient leaming environment for students by the effective and efficient development of funds supporting the
aims of the strategic plan.

A series of performanca indicators have been agreed to monitor the successful implementation of the policies.
Performance indicators

The Group measures itself against internal and external targets and benchmarks in areas such as:
» Success rales

Progressions

Leamner and Employer views

Financial Health

Funding performance

« & s =

The Group is committed to observing the importance of the financial measures and indicators and use the FE Choices website which looks at measures such as success
rates. The Group monitor these through monthly management accounts and the completion of the annual Finance Record for the Skills Funding Agency. The Group's
financial Health score for 2013-14 was 'Satisfactory’ in line with its financial plans.
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The City of Liverpool College
Operating and Financial Review
Year ended 31 July 2014
FINANGIAL POSITION

Financial results

The Group generated an operating surplus in the year of £160,000 before taxation (2012713 restated deficit of £4,090,000). The Group has accumulated reserves of
£27,483,000, excluding pension reserve, and cash at bank and in hand of £2,407,000. The Group wishes to accumulale reserves and cash balances in order to create a
contingency fund.

The Group has significant reliance on the further education sector funding bodies for its principal funding source, largely from recurrent grants. In 2013/14 the funding
bodies provided 88.37% of the Group’s total income (92.16% in 2012/13).

The College has two subsidiary companies, Liverpool Business Services Limited and Firstd Skills Limited, the latter of which was acquired during the year ended 30Lh
September 2012 when the college acquired 75% of the ordinary share capital. The principal business activity of Liverpool Business Services Limited is the provision of
training services to industry and commerce. The principal business activity of First4Skills Limited is the provision of Apprenticeship programmes across various sectors
but primarily retail. In the current year Liverpool Business Services Limited transferred £332,098 to the College under Deed of Covenant generating a loss of £185,024 in
the company. First4Skills Limited transferred £609,450 to the College under a Deed of Covenant generating a surplus of £50,000 in the company.

Treasury policies and objectives

Treasury management is the management of the Group's cash flows, it's banking, money market and capital market transactions; the effective contro of the risks
assoclated wilth those activities and the pursuit of optimum performance consistent with those risks.

The Group has a separate treasury management policy in place.

Short term borrowing for temporary revenue purposes is authorised by the Accounting Officer, such arrangements are restricted by limits in the College’s Financial
Memorandum. All other borrowing requires the authorisation of the Corporation and shall comply with the requirements of the Financial Memorandum agreed with the
Skills Funding Agency.

Liquidity

There was no additional borrowing during the year to 31 July 2014.

The size of the Group's total borrowing and its approach to interest rates has been calculated to ensure a reasonable cushion between the total cost of servicing the debt
and operating cashflow. During the year this margin was exceeded.

CURRENT AND FUTURE DEVELOPMENT AND PERFORMANCE
Student Numbers (College)

In 2013/14 the College has delivered activity that has produced £34,767,000 in funding body main allocation funding (2012/13 £33,011,000). The College had
approximately 12,212 Funded and 3,017 Non-funded students.

under 16 16-18 19+ Total
SFAJEFA
[student Numbers 0 4,883 7,329 12,212
Other Provision
[student Numbers | 71 [ 102 | 2844 | 3017 |
Total
Student Numbers | 71 | 4985 | 10173 | 15220 |
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The City of Liverpool College
Operating and Financial Review
Year ended 31 July 2014

Student numbers (Group)

under 16 16-18 19+ Total
SFAJEFA
[Student Numbers 0 5,101 12,565 18,666
Other Provision
[student Numbers | 122 [ 102 [ 3001 | 3225 |
Total
[Student Numbers [ 122 [ 203 | 45566 | 21891 |

Student Achievements

Students continue to prosper at the College. Success rates rose again in 2013/14 from 2012/13 from 74.9 percent to 76.8 percent.

College
Student Achievement Target 2013/14 Actual 2013/14
16 - 18 year olds Retention 82% 87%
16 - 18 year olds Achievement 92% 88%
Adult Retention 80% 87%
Adult Achievement 92% 92%

Curriculum Development

The College has a national reputation for curriculum innovation and change. It has introduced new courses in many areas of the curriculum in order to respond to the
demand of its learners and the skills needs of the City Region and its employers. It is also a major provider of apprenticeships in the City Region and nationally through
its subsidiary, First4Skills Limited.

Many of our students have low levels of prior educational achievement. The Callege continues to offer an extensive range of courses aimed at students who are
returning to education and which help to tackle the local NEET (Not in Employment, Education, or Training) agenda. These courses have been designed to ensure
students are able to move securely into the labour market.

The College has implemented Study Programmes for its 16-18 learners, ensuring those learners are on full time programmes and that those without a Grade C or
above are studying English and Maths at an appropriate level.

In 2013-14 the College has also been successful in establishing an FE loans offering in line with government funding priorities, providing skills development
opportunities at Level 3 for 24+ leamers.

Post Balance Sheet Events
On the 8th October 2014, the College acquired the remaining minority shares in First4Skills Limited, an independant training provider for a consideralion of £177,250.
First4Skills Limited is now a wholly owned subsidiary of the college.

Taxation
The majority of the Group's aclivities do not fall to be charged to corporation tax.

Future developments

The College has Learner Responsive Funding for 2014/15 confirmed at £29,839,453 and Employer Responsive Funding agreed at £2,761,051. The Group aims to
increase contribution by introducing a number of efficiency schemes. The Group would like to reduce dependency on the funding received from the Skills Funding
Agency (SFA)/Education Funding Agency (EFA) and is seeking opportunities in the areas where it currenily performs well such as Higher Education.

RESOURCES

The Group has various resources that it can deploy in pursuit of its strategic objectives. There are existing facilities at the Learning Exchange at Roscoe Street as well
as College sites at Bankfield, The Arts Centre, Vauxhall Road, Duke Street and Clarence Street. The Group also operates at a number of outreach centres across
Liverpool and naticnally for the delivery of Apprenticeship schemes.

Financial
The Group has £43m of net assets (including £14m pension liability) and long term debt of £12m.

People
The Group employs 1,114 people (expressed as full time equivalents), of whom 646 are teaching staff.

Reputation
The Group is lcoking to enhance its reputation by forging strong links with Liverpoo! stakeholders as well as those engaged with apprenticeship schemes. Continuing to
improve the Group's sites will maintain a quality brand and continue to increase student numbers and allract quality external relationships.

Payment performance

The Late Payment of Commercial Debts (Interest) Act 1998, which came into force on 1 November 1998, requires Colleges, in the absence of agreement to the
contrary, to make payments to suppliers within 30 days of either the provision of goods or services or the date on which the invoice was received. The target set by the
Treasury for payment to suppliers within 30 days is 95 per cent. During the accounting period 1 August 2013 to 31 July 2014, the College paid 25.8 per cent of its
invoices within 30 days. The College takes a commercial approach to payment of suppliers but does prioritise small suppliers and sole traders.

PAGE &




T
Operating and Financial Review
Year ended 31 July 2014

PRINCIPAL RISKS AND UNCERTAINTIES

Throughout the year the Group has continued to develop and embed the system of internal control, including financial, operational
and risk management which is designed to protect the Group's assets and reputation.

Based on the slrategic plan, the Strategic Leadership Team undertakes a comprehensive review of the risks to which the Group is exposed. They identify systems and
procedures, including specific preventable actions which should mitigate any potential impact on the Group. The intemal controls are then implemented and the
subsequent year's appraisal will review their effectiveness and progress against risk mitigation actions. In addition 1o the annual review, the Strategic Leadership Team
will also consider any risks which may arise as a result of a new area of work being undertaken by the Group.

A risk register Is maintained at the Group level which is reviewed at least annually by the Group Audit Committee and more frequently where necessary. The risk register
identifies the key risks, the likelihood of those risks occurring, their potential impact on the Group and the actions being taken to reduce and mitigate the risks. Risks are
prioritised using a consistent scoring system.

Oullined below is a descriplion of the principal risk factors that may affect the Group. Not all the factors are within the Group's control. Other faclors besides those listed
below may also adversely affect the Group.

1. Government funding

The Group has considerable reliance on conlinued government funding through the education sector funding bodies and through HEFCE. In 2013/14, 88.37% of the
Group's revenue was ultimately public funded and this level of requirement is expected to conlinue, There can be no assurance that government policy or practice will
remain the same or that public funding will continue at the same levels or on the same terms.

The Group is aware of a number of issues which may impact on future funding including:
+ The reductions in the Adult Skills Budget
* The reductions in funding rates for 18 year old students

The risk is mitigated in a number of ways:

* Funding is derived through a number of direct and indirect contractual arrangements

* Ensuring the Group is rigorous in delivering high quality education and training

* Considerable focus and investment is placed on maintaining and managing key relationships with the various funding bodies
+ Ensuring the Group is focused on those priority sectors which will continue to benefit from public funding

* Regular dialegue with funding bodies.

2. Proposed expansion of FE Loans
The proposed expansion of FE Loans may result in a reduced leve! of income for the College. This risk is managed by:
* Monitoring the level of applications received and introducing appropriate marketing iniliatives to increase demand if necessary.

3. Maintain adequate funding of pension lizbilities

The financial statements report the share of the pension scheme deficit on the Group's balance sheet in line with the requirements of FRS17.

Accounting for defined benefit pension schemes under FRS17 is a risk as the Corporation has limited control over the management of the Merseyside Pension Fund, its
financial arrangements and investment profile. The scheme is managed on behalf of employers by Wirral Council, and is accounted for in accordance with the advice of
independent actuaries. The assumptions made by the actuaries require significant predictions about increases in salaries and inflation as well as judgements on
investment returns and member longevity, to underpin valuations made. In particular stock market values are liable to short term fluctuations and may prove unreliable in
making medium and long term assumptions for a pension fund which is a long term investment.

4. The Group's financial position may prevent the necessary investment in key priority areas.
The risk is managed by:

+ Effective budget planning

* Timely management accounts

+ Mid term budget reviews

* Regular review of financial regulations and policies and procedures

* Robust procurement regime

+ Formal savings programme

5. Tuition fee policy

Ministers have confirmed that the fee assumption remains at 50%. In line with the majority of other colleges, the City of Liverpool College will seek to increase tuition fees
in accordance with the fee assumplions. The risk for the College is that demand falls off as fees increase. This will impact on the growth strategy of the College. This risk
is mitigated in a number of ways:

* By ensuring the College is rigorous in delivering high quality education and training, thus ensuring value for money for students

« Close monitoring of the demand for courses as prices change

PAGE 6




The City of Liverpool College
Operating and Financial Review
Year ended 31 July 2014

STAKEHOLDER RELATIONSHIPS

In line with other colleges, The City of Liverpoal College Group has many stakeholders. These include:
+ Students;

* Funding Councils;

» Staff;

» Employers (with specific links);

* Local Authorities;

« Government Offices / Regional Development Agencies / Local Enterprise Partnership;
* The local community;

» Other FE institutions;

» Trade unions; and

* Professional bodies.

The Group recognises the importance of these relationships and engages in regular communication with them through the Group's various Internet sites and by
meetings.

Staff and Student Involvement

The Group considers good communication with its staff to be very important. It encourages staff and student involvement through membership of formal committees.
The Group also receives feedback from an annual staff questionnaire and sludent satisfaction survey. The College has held an "Investors in People” accreditation since
1999.

Equal Opportunities and Employment of Disabled Persons

The College is committed to ensuring equality of opportunity for all who learn and work here. We respect and value positively differences with repect to the protected
characlieristics as identified in the Equality Act 2010: age, disability, gender recognition, gender, race, religion or belief, sexual orientation, marriage or civil partnership
status and pregnancyor matemity status. We strive vigorously to remove conditions which place people at a disadvantage and we will actively combat bigotry. This
policy is resourced, implemented and monitored on a planned basis. The College's Equality and Diversity policy within the Single Equality Scheme is published on the
College's Intranet site,

The College publishes Equalily Information and Equality Objectives to ensure compliance with all relevant equalily legislation including the Equality Act 2010. the
College undertakes equality impact assessments on all key policies and procedures and publishes the results. Equality impact assessments are also undertaken for
existing policies and procedures on a prioritised basis.

The College is a ‘Positive about Disabled’ employer and has committed to the principles and objeclives of the Positive about Disabled standard. The College considers
all employment applications from disabled persons, bearing in mind the aptitudes of the individuals concerned, and guarantees an interview to any disabled applicant
who meets the essential criteria for the post. Where an exisling employee becomes disabled, every effort s made to ensure that employment with the College
continues. The College's policy is to provide training, career development and opportunities for promotion which, as far as possible, provide identical opportunities to
those of non-disabled employees. The College has also implemented an updated Equality & Diversity training programme which all staff have attended. Refresher
training and training for new starters is carried out on an engoing basis.

Disability Statement

The Group seeks to achieve the objectives set down in the Equalily Act 2010. The College, through the Student Support Unit, and First4Skills, through learning support
specialists, makes provision for students with disabilities. A Learning Support Handbook is published which outlines provision. It idenlifies support teams who can assist
with individual needs and centres which are physically accessible to people with disabilities. The Group undertakes to review regularly its approach to developing and
delivering its provision for students with learning difficullies and disabilities.

a) As part of its accommodation sirategy the College updated its access audit. Experts in this field conducted a full access audit during 2008/09, and the results of this
formed the basis of funding capital projects aimed at improving access.

b) The College has appointed an Access Co-ordinator, who provides information, advice and arranges support where necessary for students with disabilities.

¢) There is a list of specialist equipment, such as radio aids, which the College can make available for use by students and a range of assistive technology is available in
the learning centre,

d) The admissions policy for all students is described in the College charter. Appeals against a decision not to offer a place are dealt with under the comptaints policy.
e) The College has made a significant investment in the appointment of specialist lecturers to support students with leaming difficulties and/or disabilities. There are a
number of student support assistants who can provide a variety of support for leaming. There is a continuing programme of staff development to ensure the provision of
a high level of appropriate support for students who have learning difficulties and/or disabilities.

f) Specialist programmes are described in College prospectuses, and achisvements and destinations are recorded and published in the standard College format.

g) Counselling and welfare services are described in the Coliege Student Guide, which is issued to students together wilth the Complaints and Disciplinary Procedure
leaflets at induction.

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
Group'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 Group's auditors are aware of that information.

Approved by order of the members of the Corporation on ]6 lzﬂ “—l' and signed on its behalf by;
_—

S e

q) ot e

Peter Grieve
Chair
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The City of Liverpool College
Statement of Corporate Governance and Internal Control
Year ended 31 July 2014

The members who served on the Corporation during the year and up to the date of the signing of this report were as follows

Date of Term of Date of Attendance
Appointment Office Resignation Status of appointmenl|Commitiees served al Board meetings
3 Dac 2004
Reappointed
Ms Louiss Barry 2 0c12012 4 yaars External member Remuneration 75%
Mr Azron Booth 2 0c2012 20th Sept 13 |Student Govemor 100%
Finance, Eslates & General
Purposes,
Ms Elaine Bowker 1Jun2011 Principal Search & Governance, 100% |
Ms Charlotte Burns 3rd Dac 2013 4 years Student Gevemnor 100% |
Dr Martin Carey 3rd Dec 2013 4 years External 100%
29 Jun 2007
Reappointed
Ms Sue Carmichael 28 Jun 2011 4 years External member Audit. Search & Covernance 75%
25 Jun 2004 25th Nov 13
Reappointed 4 years
Mr Tony Cobain 25 Jun 2012 External member Audit, Search & Governance 100%
Mr Brian Cronin 21stJan 2014 4 years External member 25%
29 Jun 2010 |
Reappointed
Ms Clare Crowther 1stJul 2014 4 years External member Audit. Rer i 100%
Mr John Denny 4th Dec 2012 4 years External member Audit 62.50% ‘
15 0ct 1993 3rd Dec 13
Reappointed 4 years I
Ms Claire Dove 29 Jun 2010 External member Remuneration 3330%
Ms Lydia Field 15t Jul 2014 4 years External member Audit appointed at st July meeting! ‘
Mr Peter
Finance, Estales & General
Grieve 27 Sep 2011 4 years External member Purposes 87.60%
Ms Martha Harris 10 Dec 2009 3rd Dec §3  |Stalf member Search & Governance, 66.67%
Mr Daniel Hayes 2 0ct 2012 7th Nov 13 |Student Govemor 100%
Mr Charles King 3rd Dec 2013 Student Govemnor 80%
1stJul 14
Ms Vivienne Lacey 23rd April 2013 4 Years External Audit 87.50%
Finance, Eslates & General
Mr N Lazenbury 22nd Jan 2013 13th Ocl 13 |Bxternal Purposes 0%
Mr John Notan 27 Sep 2011 4 years Slaff member 62.50%
9 Dec 2005 3rd Dec 13
Reappeinted
Prof Gerald Pittay 10 Dec 2008 External member Remuneration 33.33%
Finance, Estales & General
Mr lan Polfitt 20ct2012 4 years External member Purposes 62.50%
29 Jun 2010
Reappointed
Mr Nick Small 1stJul 2014 4 years Exiernal member 87.50%
Dr Peter Tavernor 3rd Dec 2013 4 years External member 80%
2 Oct 1992
Reappointed
Ms Vivienna Tyler (Chair) 2 Oct 2012 31st Dec 2013 |Extemnal member Search & Governance, 100%
28 Jan 2000 '
Reappointed Remuneration [
Finance, Estates & General
Mr David Wilsen 29 Nov 2011 4 years External member Purposes 87.50%

Christine Lenderyou acts as Clerk to the Corporation

The above percentages only relate to attendance at Board meelings and do not reflect the additional time governors give for other individual meelings,
such as link governor activities, attending meetings with external bodies such as the bank, the FE Commissioner, case conferences etc. The overall
altendance for Board meetings was 78.5% which compares well to attendance nationally (78.65% according to a survey of 105 colleges through the JISC
Clerks' Network). This is in the context of a challenging year when governors were asked o altend addilional meetings at short notice. It should also be
noted that as the Board seeks to appoint governors of the highest calibre, where a governor is appointed during the year, they will usually have prior
commitments which clash with the Board cycle.
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The'City of Liverpool College
Statement of Corporate Governance and Internal Control
Year ended 31 July 2014

The following statement is provided to enable readers of the annual report and accounts of the College to obtain a better understanding of its governance and legal structure.

The Group endeavours to conduct its business:

i- in accordance wilh the seven principles identified by the Commitlee on Standards in Public Life (selflessness, integrity, objeclivily, accountability, openness, honesly and
leadership),

ii - in full accordance with the guidance to colleges from the Associalion of Colleges in The English Colleges' Foundation Code of Governance ("the Foundation Code"); and
iii - having due regard to the UK Corporate Governance Code (“the code”) insofar as it is applicable to the further education sector.

The Group is committed to exhibiting best practice in all aspects of corporate governance and in parlicular the College/Board has adopted and complied with the Foundation
Code. We have nol adopted and therefore do not apply the UK Corporate Governance Code. However, we have reported on our Corporate Governance arrangements by
drawing upon best practice available, including those aspects of the UK Corporate Governance Code we consider to be relevant to the further education sector and best
practice.

In the opinion of the Govemnors, the College and the Group complies with all the provisions of the Foundation Code, and it has complied throughout the year ended 31 July 2014.
The Governing Body recognises that, as a body entrusted with both public and private funds, it has a particular duty to observe the highesl slandards of corporate governance at
all times.

The Corporalion adopted the Association of Colleges English College’s Foundation Code of Governance in March 2012. It has not been possible to publish details of the time
commitment necessary for governors (and the Chair) to undertake the role as the Group is going through a period of transformation and so the Corporation has been required to
be flexible in its operation. However, the standard business cycle and calendar of meelings was published before the start of the 2013/14 academic year to give some indication.

The Corporation

The composition of the Corporalion is set out on page 9. The Corporation increased its membership during the year to allow up to 21 members. Ordinarily, membership would be
19 governors but it was felt this flexibility would allow the right balance of staff members, student members, local employers, local stakeholders and specialist skills to be
represented when required. It is the Corporation’s responsibility to bring independent judgement to bear on issues of slrategy, performance, resources and standards of conduct.

The diversity profile of the Corporation has varied as membership has changed throughout the period under consideration, However, the diversity profile has generally
reflected local demographics in relation to gender and origin. Disability was less well represented at zround 12% compared to local demographics of 21%, although
ane govemer is also the Chief Executive of the Merseyside Disability Federation. Local demographics are always considered when governors are appointed along
with ways to encourage applications from all sections of the local area.

The Corporation is provided with regular and timely information on the overall financial performance of the Group together with other information such as performance
against funding targets, proposed capital expenditure, risk management, quality maiters and personnel related matters. The Corporation meets at least twice each
term.

The Corporation operates a model of Policy Governance and has retained an Audit Committee which is a mandatory requirement. Prior to January 2014, the
Corporation also had a Search and Governance Committee, a Finance, Estates and General Purposes Committee and a Remuneration Committee however the
Board believed a greater focus should be given to immediale strategic priorities, using designated task and finish or working groups as required. Full minutes of all
meelings, except those deemed to be confidential by the Corporation, are available from the Clerk to the Corporation at:

The City of Liverpool College
52 Roscoe Street

Liverpool

L1 9DW

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

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

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

The Corporation has a slrong and independent non-executive element and no individual or group dominates it's decision making process. The Corporation considers that each of
i's non-executive members is independent of management and free from any business or other relationship which could materially interfere with the exercise of their
independent judgement.

There is a clear division of responsibility in that the roles of the Chair and Accounting Officer are separate.

During 2013/14 the College was subject to the FE Commissioner’s intervention process. The recommendalions made by the FE Commissioner were largely in line
with areas already identified by the Corporation Board and Execulive. Recommendations relaling to the composition of the Corporation Board were incorporated into
the Board aclion plan and implemented accordingly. Following a further visit from the Commissioner's team in October, the College is no longer under review with the
FE Commissioner.

During 2013/14 the College was subject to an Ofsted re-inspection and was subsequently rated as Requires Improvement, reflecting the College's improvement since 2012/13.

The College continues a programme of transformation and improvement, which includes the encompassing of the findings of the Ofsted inspection. Through its internal audit
programme, the Corporation was able to identify areas of the College which needed to be addressed and take assurance over several aspects fo the transformation.

PAGE 10




Statement of Corporate Governance and Internal Control

Year ended 31 July 2014

Search & Governance Committee

Members of the Corporation were appointed for a term of office not exceeding 4 years. Any new appoinlments to the Corporation were a matter for the consideration of
the Corporation as a whole. The Search and Governance Commitlee was responsible for the selection and nomination of new members for the Corporation's
consideration (other than staff or student members).

Since the Commiltee was disestablished from January 2014, the selection and nomination of neww members was delegated to the Clerk, Principal and Chair who would act
under direction from the Corporation Board in terms of specific skills required.

The Corporation was respensible for ensuring that appropriate training is provided as required. This Commiltee also reviewed the annual performance of the Board and
wider governance matters as well as succession planning.

Audit Committee

The Audit Committee allows for at least 3 members of the Corporation (excluding the Accounting Officer and members of the Finance, Estates & General Purposes
Committee} and two co-optees.

The Audit Committee advises the Board on the adequacy and effectiveness of risk management, control and governance processes and provides a forum for reporting by
the Group's internal, regularity and financial statements auditors, who have access to the Committee for independent discussion, without the presence of Group
management. The Committee also receives and considers reports from funding bodies as they affect the Group's business.

The Group’s internal auditors monitor the systems of internal control in accordance with an agreed plan and report their findings to management and the Audit Committee.
Management are responsible for the implementation of agreed recommendations and internal audit undertake periodic follow up reviews to ensure such recommendations
have been implemented.

The Audit Committee also advises the Corporation on the appointment of internal, regularity and financial statements auditors and their remuneration for both audit and
non-audit work.

Remuneration Committee

The Remuneration Committee made recommendations to the Board on the remuneration and conditions of service of the Accounting Officer and other senior post
holders. Details of remuneration for the year ended 31 July 2014 are set out in notes 6 and 7 to the financial statements. The Board are now responsbile for what
historically was the remit of the Remuneration Committee.

Finance, Estates and General Purposes Committee

The Commiltee was responsible for the review of revenue and capital budgets and the overall investment and borrowing strategy and capital programme. The Committee
examined the performance of the College and recommended performance indicators and benchmarking measures. The Committee was responsible for considering
financial forecasts and final accounts and advised the Board on the College's financial objectives. The Committee also advised the Corporalion on, and oversaw the The
development of, the College's capilal programme. The Board now have full responsibility for what was historically the remit of the Finance, Estales and General Purposes
Committee.
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The City of Liverpool College
Statement of Corporate Governance and Internal Control
Year ended 31 July 2014

Internal Control
Scope of Responsibility

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

The Corporation has delegated the day-to-day responsibility to the College Principal, as Accounting Officer, for maintaining a sound system of internal control that
supports the achievement of the College’s policies, aims and objeclives whilst safeguarding the public funds and assets for which the Principal is personally
responsible.This is in accordance with the responsibililies assigned to the Principal in the Financial Memorandum between The City of Liverpool College and the funding
bodies. The Principal Is also responsible for reporting to the Corporation any material weaknesses or break-downs in internal control.

The purpose of the system of internal control

The system of internal control is designed o 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 effecliveness. The system of internal control is based on an ongoing process designed to identify and
prioritise the risks to the achievement of Group 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, effeclively and economically. The system of internal control has been in place in The City of Liverpoo! College Group for the
year ended 31 July 2014 and up to the date of approval of the annual report and accounts.

Capacity to handle risk

The Corporation has reviewed the key risks fo which the Group is exposed together with the operating, financial and compliance controls that have been implemented to
miligate those risks. The Corporation is of the view that there is a formal ongoing process for idenlifying, evalualing and managing the Group's significant risks that has
been in place for the year ending 31 July 2014 and up to the date of approval of the annual report and accounts. This process is regularly reviewed by the Corporation.

The risk and control framework

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

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

* regular reviews by the Corporation of periodic and annual financial reports which indicate financial performance against forecasts
+ setting targets to measure financial and other performance

* clearly defined capital investiment contro! guidelines

» the adoption of formal project management disciplines, where appropriate

The City of Liverpoo! College Group purchases an Internal Audit Service, which operates in accordance with requirements of the EFA and SFA Joint Audit Code of
Practice. The work of the internal audit service is informed by an analysis of the risks to which the Group is exposed and annual internal audit plans are based on this
analysis. The analysis of risks and the internal audit plans are endorsed by the Corporation on the recommendation of the Audit Commiltee.

As a minimum, the Internal Audit Service annually provides the Corporation with a report on intenal audit activity in the Group. The report includes an independent
opinion on the adequacy and effecltiveness of the Group's system of risk management, controls and governance processes.
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The City of Liverpool College
Statement of Corporate Governance and Internal Control
Year ended 31 July 2014

Review of effectiveness

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

+ the work of the internal auditors
« the work of the execulive managers within the College who have responsibility for the development and maintenance of the intemal control framework
» comments made by the College's financial statements auditors and the regularity auditors in their management letters and other reports.

The Accountling Officer has been advised on the implications of the result of the 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 system is in place.

The Strategic 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 departments and reinforced by risk awareness training. The Stralegic Leadership Team and 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
Strategic Leadership Team and the Audit Committee. The emphasis is on obtaining the relevant degree of assurance and not merely reporting by exception. Atit's
December 2014 meeting, the Corporation carried out the annual assessment for the year ended 31 July 2014 by considering documentation from the Strategic Leadership
Team and internal audit and taking account of events since 31 July 2014. The internal audit opinion for the year confirms the adequacy and effectiveness of the College's
control system.

Based on the advice of the Audit Committee and the Accounting Officer, the Corporation is of the opinion that the Group has an adequate and effective framework for
governance, risk management and control, and has fullfilled its statutory responsibility for "the effective and efficient use of resources, the solvency of the institution and
the body and the safeguarding of their assets".

Governing Body’s statement on the College’s regularity, propriety and compliance with Funding body terms and conditions of funding

The Corporation has considered its responsibility to notify the Skills Funding Agency of material irregularity, impropriety and non-compliance with Skills Funding Agency
terms and conditions of funding, under the financial memorandum in place between the College and the Skills Funding Agency. As part of its consideration the
Corporation has had due regard to the requirements of the financial memorandum. We confirm, on behalf of the Corporation, that to the best of its knowledge, the
Corporation believes it is able 1o identify any material irregular or improper use of funds by the College, or material non-compliance with the Skills Funding Agency's terms
and conditions of funding under the College’s financial memorandum. We further confirm that any instances of material irregularity, impropriety or funding non-compliance
discovered to date have been nolified to the Skills Funding Agency.

Going Concern

After making appropriatre enquiries, the Corporation considers that the group has adequate resourses to conlinue in operational existance for the foreseeable future. For
this reason it continues to adopt the going concern basis in preparing the financizl statements.

Approved by order of the mem,pgr%m Corporation on [()( | 2 ( J Ly and signed on its behalf by:
I
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The City of Liverpool College
Statement of Responsibilities of the Members of the Corporation
Year ended 31 July 2014

The Members of the Corporation of the Group are required to present audited financial statements for each financial year.

Within the terms and conditions of the Financial Memorandum agreed between the Skills Funding Agency and the Corporation of the College, the Corporation, through its
Principal, is required to prepare financial statements for each financlal year in accordance wilh the 2007 Statement of Recommended Practice - Accounting for Further and
Higher Education Institutions and with the Accounts Direction issued jointly by the Skills Funding Agency and the EFA, and which give a true and fair view of the state of
affairs of the College and the Group and the result for that year.

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

+ select suilable accounting policies and then apply them consistently;

* make judgements and estimates that are reasonable and prudent;

» slate whether applicable accounting standards have been followed, subject to any material departures disclosed and explained in the financial statements; and
* prepare financial statements on the going concern basis, unless it is inappropriate to assume that the Group will continue in operation.

The Corporalion is also required to prepare an Operating and Financial review 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 Group and the
College, and to enable it to ensure that the financial statements are prepared in accordance with the relevant legislation of incorporation and other relevant accounting
standards. Itis responsible for taking steps that are reasonably open to it to safeguard the assets of the Group and the College, and to prevent and detect fraud and other
irregularities.

The maintenance and integrity of The City of Liverpool College websites 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 inilially 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 inlended by Parliament and that the financial
transaclions conform to the authorities that govern them. In addition they are responsible for ensuring that funds from the Skills Funding Agency / EFA are used only in
accordance with the Financial Memorandum with the Skills Funding Agency/ EFA and any other cenditions that may be prescribed from time to time, Members of the
Corporation must ensure that there are appropriate financial and management controls in place to safeguard public and other funds and ensure they are used properiy. In
addition, members of the Corporation are responsible for securing economical, efficient and effective management of the Group’s resources and expenditure so that the
benefits that should be derived from the application of public funds by the Skills Funding Agency /EFA are not put at risk.

Approved by order of the members of the Corporation on I\O l rL \ “4’ and signed on its behalf by:
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Independent auditor's report to the Corporation of The City of Liverpool College

We have audited the financial statements of The City of Liverpool College for the year ended 31 July 2014 which comprise the consolidated income and expenditure
account, the consolidated statement of total recognised gains and losses, the consolidated statement of historical cost surpluses and deficits, the consolidated and
college Balance sheels, the consolidated statement of cash flows and the related notes. The financial reporting framework that has been applied in their preparation is
applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice).

This report is made solely to the Corporation, as a body, in accordance with Article 22 of the College's Articles of Government. Qur audit work has been undertaken so
that we might state o the Corporation, as a body, those matlers 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.

Respective responsibilities of the Corporation and auditor

As explained more fully in the Statement Responsibilities of the Corporalion set out on page 14, the College's Corporation is responsible for the preparation of financial
statements which give a true and fair view. Our responsibility is to audit and express an cpinion on the financial statements in accordance with applicable law and
International Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing Praclices Board's Ethical Standards for Auditors.

Scope of the audit of the financial statements
A description of the scope of an audit of financial statements is provided on the Financial Reporting Council's website at waaw.frc.org.uk/auditscopeukprivate.
Opinion on financial statements

In our opinion the financial statements:

+ give a true and fair view of the state of the Group's and of the College's affairs as at 31 July 2014 and of the Group's surplus of income over expenditure for the year
then ended in accordance with United Kingdom Generally Accepted Accounting Praclice; and

+  have been prepared in accordance with the 2007 Statement of Recommended Practice — Accounting for Further and Higher Education Institutions and the Accounts
Direction for 2013 to 2014.

Matters on which we are required to report by exception

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

« adequate accounting records have not been kept by the College; or

+ the College financial statements are not in agreement with the accounting records; or

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

CJ’“U'J TNwmdon Ul LR

Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
Manchester

\ L December 2014

PAGE 16




Independent Auditors' Report on Regularity to the Corporation of The City of Liverpool College ('the College') and the Chief Executive of Skills Funding
Agency

This report is produced in accordance with the terms of our engagement letler dated 9 Seplember 2014 for the purpose of reporting on the College's Statement of
Regularity, Propriety and Compliance in respect of whether the transactions underlying the College's financial statements for the year ended 31 July 2014 are regular as
defined by and in accordance with the Financial Memorandum with the Chief Execulive of Skills Funding, in accordance with the authorities that govern them.

The regularity assurance framework that has been applied is set out in the Joint Audit Code of Practice and the Regularity Audit Framework published by the Skills
Funding Agency and the Education Funding Agency.

Our review has been undertaken so that we might state to the Corporation of the College and the Chief Executive of Skills Funding those matters we are required to state
lo them in a report and for no other purpose. This report is made solely to the Corporation of the College and the Chief Executive of Skills Funding in accordance with the
terms of our engagement letter. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the Corporation of the College and
the Chief Executive of Skills Funding, for our review work, for this report, or for the opinion we have formed.

Responsibilities of the Corporation of The City of Liverpool College

The Corporation of the College is responsible under the requirements of the Further & Higher Education Act 1992, subsequent legislation and related regulations and
guidance, for ensuring that financial transactions are in accordance with the framework of authorities which govern them and that transactions underlying the financial
statements for the year ended 31 July 2014 are regular.

The Corporation of the College is also responsible, under the requirements of the Accounts Direction 201 3-14, published by the Skills Funding Agency and the Education
Funding Agency, for the preparation of the Statement on Regularity, Propriety and Compliance. The Statement confirms that, to the best of its 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 Skills Funding Agency's
terms and conditions of funding under the College’s financial memorandum. It further confirms that any instances of material irregularity, impropriety or funding non-
compliance discovered in the year to 31 July 2014 have been nolified to the Skills Funding Agency.

Auditor's responsibilities

Our responsibility is to express a reasonable assurance opinion in respect of whether the transactions underlying the College’s financial statements for the year ended 31
July 2014 are in all material respecls regular, based on the procedures that we have performed and the evidence we have obtained. Our reasonable assurance
engagement was undertaken in accordance with the Joint Audit Code of Practice, the Regularity Audit Framework and our engagement letter dated @ September 2014,
The International Standards on Auditing (UK and Ireland) and Joint Audit Code of Practice require that we plan and perform this engagement to obtain reasonable
assurance in respect of the Assertion that the transactions underlying the financial statements are in all material respects regular.

Basis of opinion

We have performed procedures on a sample basis so as {o obtain information and explanations which we consider necessary in order to provide us with sufficient
appropriate evidence to express reasonable assurance that the College’s Statement of Regularily, Propriety and Compliance is fairly stated in respect of whether the
transaclions underlying the College’s financial statements are in all material respecls regular for the year ended 31 July 2014.

QOpinion

In our opinion the College’s Statement of Regularity, Propristy and Compliance is fairly stated in respect of whether the transaclions underlying the College’s financial
statements are in all material respects regular for the year ended 31 July 2014.

C’l wn” /(I'Lo Lo UIC COP

Grant Thornton UK LLP
Statutery Auditor, Chartered Accountants
Manchester

| 1. December 2014
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The City of Liverpool College
Consolidated Income and Expenditure account
Year ended 31 July 2014

INCOME note
Funding body grants 2
Tuition fees and educalion contracts
Other income

¢ A W

Investment income

TOTAL INCOME

EXPENDITURE

Staff costs

Other operaling expenses

Depreciation 12
Amortisation of goodwill 13
Interest and other finance costs 9

TOTAL EXPENDITURE

Surplus/{Deficit) on continuing operations after depreciation of
tangible assets at valuation and before exceptional items

Loss on disposal of assels

Surplus/(Deficit) on continuing operations after depreciation of
tangible assets at valuation and exceptional items but before tax

Taxation 10

Surplus/(Deficit) on continuing operations after depreciation of
tangible assets at valuation and exceptional items and tax

Minority interest

Surplus/{Deficit) on continuing operations for the year
retained within general reserves 11

The income and expenditure account is in respect of continuing activities.

The accompanying notes form part of these financial statements
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2014 2013
Reslaled

£000 £000
57,631 57,538
5,689 3,074
1,879 1,822
13 54
65,212 62,488
40,114 41,636
19,898 19,824
4,254 4,006
(134) (34)
920 1,146
65,052 66,578
160 (4,090)

0 0

160 (4,090)

0 150
160 (4,240)
0 (82)
160 (4,322)




The City of Liverpool College

Consolidated statement of total Recognised Gains and Losses

Year ended 31 July 2014

Surplus/{deficit) on continuing operations after
depreciation of assets at valuation, disposal of assets and tax

Release of minority interest

Actuarial gain/(loss) in respect of enhanced pension provision
Acluarial gain in respect of pension scheme

Realised loss in respect of VAT reserve

Total recognised gains/{losses) relating to the year
Prior year adjustment (see note 22)

Total recognised gains/{losses) since last report
Reconciliation

Opening reserves (as previously stated)

Prior year adjusiment (see note 22)

Opening reserves restated

Total recognised gains/(losses) for the year

Closing reserves

Consolidated statement of Historical Cost Surpluses and Deficits

Year ended 31 July 2014

Surplus/(Deficit) on continuing operations before taxation

Difference between historical cost depreciation and

the actual charge for the period calculated on the

revalued amount

Historical cost surplus/{deficit) for the year before taxation
Historical cost surplus/{deficit) for the year after taxation

The accompanying notes form part of these financial statements
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2014 2013

Restated

£000 £000

note

11&22 160 (4,322)
82 0
19 16 (26)
23 1,169 3,115
22 0 (356)
1,427 (1,588)
(625) ¢]

802  (1,589)
13,095 14,059
(625) 0

12,470 14,0569
1,427 (1,589)
13,897 12,470

2014 2013

Restated

£000 £000

nole

160 (4,090)
22 96 96
256 (3,994)
256 (4,144)




The City of Liverpool College
Balance Sheets as at 31 July 2014

FIXED ASSETS
Tangible assets
Investments
Goodwill
Negative goodwill

CURRENT ASSETS
Stocks

Debtors

Cash at bank and in hand

Total current assets
Creditors: amounts falling due within one year
NET CURRENT LIABILITIES

Debtors: amounts falling due after more
than one year

TOTAL ASSETS LESS CURRENT LIABILITIES

Creditors; amounts falling due
after more than one year

Provisions for liabilities

Net assets excluding pension liability
Net pension liability

Net assets including pension liability
Minority interest

NET ASSETS

Deferred capital grants

Reserves
Income and expenditure account excluding
pension reserve

Pension Reserve

Income and expenditure account including
pension reserve

Revaluation Reserve
Total reserves

TOTAL FUNDS

The financial statements on page 17 to 40 were approved by the Corporation on \D

a}(?d«-je signgd onits QW

Peter Grieve
Chair

The accompanying notes form part of these financial statements

note
12
13
13
13

14

16

15

17

19

23

20

22

22
21
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Group College Group College
2014 2014 2013 2013
Reslaled Restated

£000 £000 £000 £000
69,892 62,508 73,834 66,319
0 9,615 0 8,900

453 0 188 0

0 0 (359) 0
70,345 72,123 73,663 75,219
60 60 52 52
3,074 1,837 3,135 1,430
2,407 1,173 2,217 924
5,541 3,070 5,404 2,406
(6,922) (5,661) (7,897) (6,425)
(1,381) (2,591) {2,493) (4,019)
0 1,514 0 1,482
68,964 71,046 71,170 72,682
(11,575) (11,564) (12,061) (12,061)
(469) {469) (502) (502)
56,920 59,013 58,607 60,119
(13,586) (13,586) (14,489) (14,489)
43,334 45,427 44,118 45,630
0 0 (308) 0
43,334 45,427 43,810 45,630
29,437 29,437 31,340 31,340
23,822 25,915 23,202 25,022
{13,586) (13,588) (14,489) (14,489)
10,236 12,329 8,713 10,533
3,661 3,661 3,757 3,757
13,897 15,990 12,470 14,290
43,334 45,427 43,810 45,630

12\{({

Elaine Bowke

Principak=Accounting-Qfficer




The City of Liverpool College
Consolidated Statement of Cash Flows
Year ended 31 July 2014

Cash flow from operating activities
Relurns on investments and servicing of finance
Taxation

Capital expenditure and financial investment

Cash inflow/(outflow) before use of liquid resources and financing

Management of liquid resources
Financing

Increasel(decrease) In cash in the year

Reconciliation of net cash flow to movement in net debt

Increase/(decrease) in cash in the year
Cash outfiow from decrease in financing
Change in net debt arising from cash flows

New finance leases
Movement in net debt in the year
Net debt at 1 August 2013

Net debt at 31 July 2014

The accompanying notes form part of these financial statements
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nole
24
26
10
27

28
29

25

25

25

2014 2013
£000 £000
2,950 1,402
(844) (846)
{150) 0
(722) (3,420)
1,234 (2,864)
(538) (900)
(508) (433)
190 (3,197)
2014 2013
£000 £000
190 (4,197)
508 433
696 (3,764)
(89) 0
607 (3,764)
(10,316) (6,552)
(9,709) {10,318)




The City of Liverpool College
Financial Statements for the Year Ended 31st July 2014
Notes to the Accounts

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 2007 (the
SORP): and in accordance with applicable Accounting Standards. They conform to guidance published jointly by the Skills Funding Agency and the EFA in the 2013/14
Accounts Direction Handbook.

Basis of accounting
The financial statements are prepared in accordance with the historical cost convention modified by the revaluation of certain fixed assets and in accerdance with
applicable United Kingdom Accounting Standards.

Going Concern
The activilies of the Group, together with the factors likely to affect its future development and performance, are set out in the Operaling and Financial Review. The
financial position of the Group, its cash flow, liquidity and borrowings are described in the Financial Statements and accompanying Notes.

The Group has £12m of loans outstanding, as at 31st July 2014, with bankers on terms negotiated in 2003 and 2009. The Group's forecasts and financial projections
indicate that it will be able to operate within this exisling facility and for the foreseeable fulure.

Accordingly the Group 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 it's Financial Statements.

Basis of consolidation

The consolidated financial statements include the College and its subsidiaries, First4Skills Limited and Liverpool Business Services Limited. Intra-group sales and profits
are eliminated fully on consolidation. All financial statements are prepared to 31 July 2014. First4Skills Limited has been accounted for as a wholly owned subsidiary as
the risks and rewards attaching to the minority interest had transferred to the College prior to the year end.

Recognition of income
The recurrent grant from HEFCE represents the funding allocation attributable to the current financial year and is credited direct to the income and expenditure account.

Funding body recurrent grants are recognised 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 Skills Budget is adjusted for and reflected in the level of recurrent grant recegnised 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 at the end of November following the year end,
and the results of any funding audits. 16-18 leamer-responsive funding is not normally subject to a reconciliation and is therefore not subject to contract adjustments.

Non-recurrent grants from the funding bodies or other bodies received in respect of the acquisition of fixed assets are treated as deferred capital grants and amortised in
line with depreciation over the life of the assets.

Income from tuition fees is recognised in the period for which it is receivable and includes all fees payable by siudents or their sponsors.

Income from grants, contracts and other services rendered is included to the extent the conditions of the funding have been met or the extent of the completion of the
conltract or service concerned.

All income from short-term deposits is credited to the income and expenditure account in the period in which it is eamed.

Post retirement benefits
Retirement benefits for College employees are provided by the Teachers' Pension Scheme (TPS) and the Merseyside Pension Fund (MPF). These are defined benefit
schemes which are externally funded and contracted out of the State Eamings Related Pension Scheme (SERPS).

Contributions to the TPS are charged to the income and expendiure account so as to spread the cost of pensions over employees' working lives with the College in such
away 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 quinquennial valuations using a prospective benefit method. As stated in note 23, the TPS is a multi employer scheme and the College is unable to identify its
share of the underlying assets and liabiliies of the scheme on a consistent and reasonable basis. The TPS is therefore treated as a defined contribution scheme and the
contributions recognised as they are paid each year.

The assets of the MPF are measured using closing market values. MPF liabililies are measured using the projected unit method and discounted at the current rate of
return on a high qualily corporate bond of equivalent term and currency to the liability. The increase in the present value of the liabilities of the scheme expected to arise
from employee service in the period is charged to the operating surplus. The expected return on the scheme’s assets and the increase during the period in the present
value of the scheme’s liabilities, arising from the passage of time, are included in pension finance costs. Actuarial gains and losses are recognised in the statement of total
recognised gains and losses.

PAGE 21




T RC T S R

L B R R L I

Financial Statements for the Year Ended 31st July 2014
Notes to the Accounts (continued)

Post retirement benefits (continued)
Retirement benefils for employees of First4Skills Limited are provided through a defined benefit pension scheme and contributions are recognised in the income and

expenditure account in the period in which they become payable.

Enhanced pensions

The actual cost of any enhanced ongoing pension to a former member of staff is paid by the College annually. An estimate of the expected future cost of any
enhancement to the ongoing pension of a former member of staff is charged in full to the College's income and expendilure account in the year that the member of staff
relires. In subsequent years a charge is made to provisions in the balance sheet using the enhanced pension spreadsheet provided by the funding bodies.

Tangible fixed assets

a. Land and Buildings
Land and buildings inherited from the Local Education Authority(LEA) are stated in the balance sheet at valuation, on the basis of open market value. The following

specialised buildings are stated in the balance sheet at cost less accumulated depreciation. The Arts Centre-opened February 1999, Clarence Street-opened February
2001, Vauxhall Road-opened February 2003, Duke Street-opened September 2003 and Mulberry Sireet-opened January 2008. The new Learning Exchange is stated at
cost. Freehold land is not depreciated.

Freehold buildings over 50 years straight line
Subsequent capital costs of £5,000 or more  between 10 and 25 years straight line

Where land and buildings are acquired with the aid of specific grants they are capitalised and depreciated as above. The related grants are credited to a deferred capital
grant account and are released to the income and expenditure account over the expected useful economic life of the related asset on a basis consistent with the

depreciation policy.
Finance cosls, which are direclly attributable to the construction of land and buildings, are not capitalised as part of those assets.

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

On adoption of FRS15, the College followed the transitional provision to retain the book value of land and buildings, which were revalued in 1996, but not to adopt a policy
of revaluations of these properties in the future. These values are refained subject to the requirement to test assets for impairment in accordance with FRS11.

Assels under construction are accounted for at cost, based on the value of architects' certificates and other direct costs incurred to 31st July 2014. They are not
depreciated until they are brought into use.

Subsequent expenditure on existing fixed assets
Where significant expenditure is incurred on tangible fixed assets it is charged to the income and expenditure account in the period it is incurred, unless it meels one of

the following criteria, in which case it is capitalised and depreciated over a period of 10 to 25 years:

* Market value of the fixed asset has subsequently improved

» Assets capacity increases

* Substantial improvement in the qualily of output or reduction in operating costs

+ Significant extension of the assets life beyond that conferred by repairs and maintenance

b. Equipment
Equipment costing less than £500 per individual item is written off to the income and expenditure account in the year of acquisition. Equipment inherited from the LEA is

included in the balance sheet at valuation (depreciated replacement cost). All other equipment is capitalised at cost.

PAGE 22




The City of Liverpool College
Financial Statements for the Year Ended 31st July 2014
Notes to the Accounts (continued)

Tangible Fixed Assets(continued)
Capitalised equipment is depreciated as follows:

Motor Vehicles 25% per year - straight line basis
General Equipment over a period of 4 to 25 years - straight line basis
Furniture over a period of 4 to 25 years - straight line basis

Where equipment is acquired with the aid of specific grants it is capitalised and depreciated in accordance with the above policy, with the related grant being credited to
a deferred capital grant account and released to income and expenditure account over the expected useful economic life of the related equipment.

c. Computer Equipment
Compulters are depreciated on a straight line basis, assets being fully depreciated over their estimated useful economic life of four years.

Where computer equipment is acquired with the aid of specific grants it is capitalised and depreciated in accordance with the above policy, with the related grant being
credited to a deferred capital grant account and released to the income and expenditure account over the expected useful economic life of the related equipment.

Leased assets

Costs in respect of operaling leases are charged on a straight line basis over the lease term. Benefits received and receivable as an incentive to sign an operaling lease
are recognised on a straight line basis over the period until the rent is expected to be adjusted to the prevailing market rate.

Leasing agreements which transfer to the Group substantially all the benefits and risks of ownership of an asset are treated as if the asset had been purchased oulright.
The assets are included in fixed assels and the capital element of the leasing commitments is shown as obligations under finance leases. The lease rentals are treated
as consisting of capital and interest elements.

The capital element is applied to reduce the outstanding obligations and the interest element is charged to the income and expendilure account on a straight line basis.
Assets held under finance leases are depreciated over the useful economic lives of equivalent owned assets.

Goodwill and negative goodwill
Goodwill and negative goodwill is the difference between amounts paid on the acquisition of a business and the fair value of the identifiable assets and liabilities
acquired. Goodwill is capitalised and amortised o the income and expenditure account over its eslimated economic life of 5 years.

Negative goodwill is recognised in the periods in which the non-monetary assets acquired are recovered. Any excess is recognised over the period expecled to provide
benefit.

Investments
Fixed asset invesiments are carried at historical cost less any provision for impairment in their value.

Stocks
Stocks are stated at the lower of their cost and net realisable value. Where necessary, provision is made for obsolete, slow-moving and defective stocks.

Taxation

The College is considered 1o pass the tests set out in Paragraph 1 Schedule 6 Finance Act 2010 and therefore meets the definition of a charitable company for UK
corporalion tax purposes. Accordingly, the College is potentially exempt from taxation in respect of income or capital gains received within categories covered by
Chapter 3 Part 11 Corporation Tax Act 2010 or Section 256 of the Taxation of Charitable Gains Act 1992, to the extent that such income or grants are applied
exclusively to charitable purposes.

The College is only partially exempt in respect of Value Added Tax, so that it can only recover a minor element of VAT charged on its inputs. Irrecoverable VAT on
inputs is included in the cost of such inputs and added to the cost of tangible fixed assets as appropriate, where the inpuls themselves are tangible fixed assets by
nature.

The College’s subsidiary companies are subject to corporation tax and VAT in the same way as any commercial organisation.

Liquid resources
Liquid resources include sums on short-term deposils with recognised banks, building societies and government securities.

Provisions
Provisions are recognised when the Group has a present legal or consltructive obligation as a result of a past event, it is probable that a transfer of economic benefit will
be required to settle the obligation and a reliable estimate can be made of the amount of the obligation.

Agency arrangements

The College acls as an agent in the collection and payment of discretionary suppert Funds and adult learning grants, Related payments received from the funding
bodies and subsequent disbursements to students are excluded from the Income and Expenditure account and are shown separately in Note 34 except for the 5 per
cent of the grant which is available to the College to cover administration cosls relating to the grant. The College employs one member of staff dedicated o the
administration of Learner Support Fund applications and payments.
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2. Funding Body Grants

Recurrent Grant - SFA and EFA

Recurrent Grant - HEFCE

Non recurrent grants - SFA and EFA
Releases of deferred capital grants (note 20)

3. Tuition Fees and Education Contracts

Tuition fees
Education contracts

Included within the above amounts are tuition fees funded by bursaries of £449,571 (2012/13 £284,491)

4, Other Income

Residencies, catering and conferences

Other income generating activities

Releases from deferred capital grants (non Funding Council) {(note 20)
Other income

5. Investment Income

Interest receivable
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2014 2013
Restated
£000 £000
34,767 33,011
453 949
20,762 21,704
1,649 1,874
57,631 57,538
2014 2013
£000 £000
4,953 2,044
736 1,030
5,689 3,074
2014 2013
£000 £000
612 665
254 368
261 263
752 526
1,879 1,822
2014 2013
£000 £000
13 54
13 54
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6. Staff Numbers and Costs

The average number of persons employed by the group (including senior post-helders) 2014 2013
during the year, expressed as full time equivalents, was: Number Number
Teaching slaff 646 691
Non teaching staff 468 519
1,114 1,210
Staff costs for the above persons:
2014 2013
£000 £000
Wages and salaries 31,850 32,976
Social security costs 2,547 2,584
Other pension costs (including FRS17 adjustment of £203,000) 3,639 3,308
Payroll sub total 38,036 38,868
Contracted out staffing services 1,900 2,641
39,936 41,509
Restructuring costs 178 127
Total Staff Costs 40,114 41,636
The number of staff, including senior post-holders and other staff who received emoluments, excluding pension
contributions and benefits in kind, in the following ranges was:
2014 2014 2013 2013
Reslated Restated
Number Number Number Number
Senior Other Senior Other
Post-holders Staff Post-ho'ders Staff
£60,001 to £70,000 - 9 - 8
£70,001 to £80,000 - - - -
£80,001 to £90,000 - - - -
£90,001 to £100,000 3 - 3 -
£100,001 to £110,000 1 - 1 -
£110,001 to £120,000 - - - -
£120,001 to £130,000 1 = - -
£130,001 to £140,001 - - - -
£140,001 to £150,000 - - - -
£150,001 to £160,000 - - - -
£160,001 to £170,000 - - - -
£170,001 to £180,000 1 - 1 -
£180,001 to £190,000 - - - -
£190,001 to £200,000 - - - -
Totals 6 9 5 8

Included directors of the subsidiary company not officially appointed by the Governing Body.

7. Senior Post-holders' Emoluments

Senior post-holders are defined as the Principal and holders of other senior posts whom the Governing Body has selected for the purposes of the articles of government
of the College relating to the appointment and promotion of staff who are appointed by the Governing Body.

2014 2013
Number Number

The maximum number of senior post-holders including the Principal during the year was: 6 5
2014 2013
£000 £000

Senior post-holders' emoluments are made up as follows:

Salaries 569 568

Benefits in kind - -

Pension contributions 72 76

Total Emoluments 641 644
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7. Senior Post-holders' Emoluments (continued)

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

2014 2013

Principal £000 £000
Salaries 179 179
Benefits in kind . “
179 179

Pension contributions 17 21

The pension contributions in respect of the Principal and senior post-holders are in respect of employer's contributions to the Teachers' Pension Agency or the
Merseyside Pension Fund and are paid at the same rate as for othar employees.

Members of the Corporation other than the Principal and the staff members did not receive any payment from the College other than the reimbursement of travel and
subsistence expenses incurred in the course of their duties.

8. Other Operating Expenses

2014 2013

£000 £000
Teaching costs 8,234 6,400
Non teaching costs 7,154 8,079
Premises costs 4,510 5,336
Total 19,898 19,824
Other operating expenses include:
Auditors' remuneration
-Financial statements audit * 49 64
-Internal audit ** 40 41
-Other services provided by the financial statements auditors 3 0
-Other services provided by the internal auditors 11 78
Losses on disposal of tangible fixed assels (where not material) 0 0
Hire of other assets - operating leases 270 126

* Includes £32,000 in respect of the college (2012/13 £33,336)
**Includes £31,356 in respect of the college (2012/13 £41,796)
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9. Interest Payable

On bank loans:
Repayable within 5 years, not by instalment
Repayable within 5 years, by instalment
Repayable wholly or partly in more than 5 years

On finance leases
Pension finance costs (see nole 23)

Total

10. Taxation

United Kingdom Corporation Tax

11. Surplus/(Deficit) on Continuing Operations for the year

The surplus/(deficit) on continuing operations for the year is made up as follows:

College's deficit for the year

(Losses)/Gains generated by subsidiary undertakings

Non controlling interest

Transferred to the College by subsidiary companies under deed of covenant/gift aid

Total

12. Tangible Fixed Assets (group)

ASSETS UNDER

CONSTRUCTION
£000

COST or VALUATION
At 1 August 2013 309
Additions 13
Disposals (48)
Adjustment to cost * 0
At 31 July 2014 274
DEPRECIATION
At 1 August 2013 0
Charge for the period 0
Eliminated in respect of disposals 0
At 31 July 2014 0
NET BOOK VALUE
At 31 July 2014 #274
At 1 August 2013 309

2014 2013

£000 £000
6 12
0 0
849 888
855 900
2 0
63 246

920 1,146

2014 2013

£000 £000
0 150

2014 2013

Reslaled

£000 £000

(648) (4,765)

(134) 191
0 (82)
942 334
160 (4,322)

LAND & BUILDINGS COMPUTER OTHER

FREEHOLD  EQUIPMENT EQUIPMENT TOTAL
£000 £000 £000 £000
81,074 6,109 8,266 95,758
237 144 417 811
0 0 0 (48)
(451) 0 0 (451)
80,860 6,253 8,683 96,070
13,740 4,146 4,038 21,924
2,204 905 1,145 4,254
0 0 0 0
15,944 5,051 5,183 26,178
64,916 1,202 3,500 69,892
67,334 1,963 4,228 73,834

* This adjustment reflects a VAT refund on the build of the Leaming Exchange on the basis of its use being for the provision of education for no consideralion and therefore is predominately a non-

business activity for VAT purposes.
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Included in the amounts for computer equipment above are the following amounts relating to leased assets and assets acquired
under hire purchase contract.

£000
COST
At 1 August 2013 0
Addilions 89
AL31 July 2014 89
DEPRECIATION
At 1 August 2013 0
Provided during the period 20
At 31 July 2014 20
NET BOOK VALUE
At31 July 2014 69
AT Avgust 2013 — }
12. Tangible Fixed Assets (College only)
ASSETS UNDER LAND & BUILDINGS COMPUTER OTHER
CONSTRUCTION FREEHOLD EQUIPMENT EQUIPMENT TOTAL
£000 £000 £060 £000 £000
COST or VALUATION
At 1 August 2013 309 71,859 5621 8,177 85,866
Adjustment to cost 0 (451) 0 0 (451)
Addilions 13 126 50 330 519
Disposals (48) 0 0 0 (48)
At 31 July 2014 274 71,534 5,571 8,507 85,886
DEPRECIATION
At 1 August 2013 0 11,819 3,750 3,978 19,547
Charge for the period 0 1,997 725 1,108 3,830
Eliminated in respect of disposals 0 0 0 0 0
At 31 July 2014 0 13,816 4,475 5,086 23,377
NET BOOK VALUE
At 31 July 2014 __ 274 57,718 1,096 3421 62,509
At 1 August 2013 309 60,040 1,771 4,199 66,319

The transitional rules set outin FRS 15 Tangible Fixed Assets have been applied. Accordingly, the book values at implementation have been retained.

Land and buildings were valued in July 1996 on the basis of open market value, Valuations on recently constructed buildings were based on depreciated replacement
value and were carried out by independent chartered surveyors, in accordance with the RICS Statement of Assets.

If inheriled land and buildings had not been revalued they would have been included at the following amounts:

£000
Cost 0
Aggregate depreciation based on cost 0
Net book value based on cost 0
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13. Investments and Goodwill

The College
First4Skills Limited

Liverpool Business Services Limited

The Group

Goodwill

Cost

At 1 August 2013
Goodwill on acquisition
At 31 July 2014

Amortisalion

At 1 August 2013
Charge for the year
At 31 July 2014

Net Book Value at 31 July 2014
Net Book Value at 1 August 2013

College

2014
£000
1,615
8,000
9,615

Positive Negative
Goodwill Googdwill
£000 £000
225 (430)

480 0
715 (430}

(37) 71
(225) 359
(262) 430
453 0
188 (359)

College
2013
£000

8,000

8,000

Group
£000

(205)
490
285

34
134
168

(171)

The College owns 100% of the £8,000,002 issued ordinary £1 shares of Liverpool Business Services Limited, a company incorporated in Great Britain and registered in
England and Wales on 13 October 1997. The principal business of the company is the provision of education to commerce and industry. The interestin Liverpool
Business Services Limited was acquired on 2 December 1997 with issued share capital of £2. A further 8,000,000 shares of £1 each were acquired 13 December 2002.

In September 2012 the College purchased the majority of the business of Ellesmere Port-based training provider First4Skills Lid for a consideration of £900,000. The
college had purchased the remaining 25% of the business by October 2014. The business employs over 350 staff and has a national client base, including a number of
major high street retailers. With continuing funding contracts with the SFA and Skills Development Scotland amounting to £16M per annum, the acquisition has meant
the Group is able to penetrate a much bigger market more effectively and quickly, which will benefit the Group as a whole.

The College acquired 75% of the ordinary shares in First4Skills Ltd at a consideration of £900,000 in September 2012. The net assets of First4Skills Ltd on acquisition
were £800,000 generaling goodwill of £225,000. The goodvwill is represented by the ongoing apprenticeship courses offered by FirstdSkills Lid to it's exisling student
base. The remaining 25% of the ordinary shares in First4Skills Ltd was aquired in a number of instalments for a total consideration of £715k by Octobar 2014, 14% of

the ordinary shares were acquired before July 2014 for a consideration of £538k.

The goodwill arising on the acquisition of First4Skills Ltd has now been fully recognised.

Further information in respect of acquisitions is disclosed in note 36,
14. Debtors

Amounts falling due within one year

Trade debtors

Amounts owed by subsidiary untertakings
Prepaymenis and accrued income
Amounts owed by Skills Funding Agency
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Group College Group College
2014 2014 2013 2013
£060 £000 £000 £000
2,024 884 1,960 562
0 49 0 0
1,080 904 891 594
0 0 284 284
3,074 1,837 3,135 1,430
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Group College Group Coliege
2014 2014 2013 2013
16. Debtors: Amounts Falling Due After One Year £000 £000 £000 £000
Amounts owed by Skills Funding Agency 0 0 0 0
Amounts owed by subsidiary underiakings 0 1,514 0 1,482
0 1,514 0 1,482
Group College Group College
Reslaled Restated
2014 2014 2013 2013
16. Creditors: Amounts Falling Due Within One Year £000 £000 £000 £000
Bank loans 497 497 472 472
Trade creditors 2217 2,102 2,737 2,448
Amounts owed fo subsidiary undertakings 0 111 0 0
Other taxation and social security 1,331 1,113 1,444 1,109
Accruals 2,833 1,838 1,816 968
Obligations under finance leases 44 0 0 0
Amounts owed to Skills Funding Agency 0 0 803 803
Amounts owed to Education Funding Agency 0 0 625 625
6,922 5,661 7,897 6,425
17. Creditors: Amounts Falling Due After more
Than One Year Group College Group College
2014 2014 2013 2013
£000 £000 £000 £000
Amounts owed to subsidiary undertakings 0 0 0 0
Bank loans 11,564 11,564 12,061 12,061
QObligations under finance leases 11 0 0 0
11,575 11,564 12,061 12,061
18. Borrowings
Group College Group College
(a) Bank loans 2014 2014 2013 2013
£000 £000 £000 £000
Bank loans are repayable as follows:
Within one year 497 497 472 472
Between one and two years 2,690 2,690 497 497
Between two and five years 1,243 1,243 3,552 3,552
In five years or more 7,631 7,631 8,012 8,012
12,061 12,061 12,533 12,533

Bank loans at 7.206% repayable by instalments falling due between 1 August 2013 and 17 July 2031 totalling £12,060,956 are secured on a portion of the freehold land
and buildings of the College,
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(b) Obligations under finance leases

The net finance lease obligations to which the group are committed are:

Within one year
Between two and five years
In five years or more

Finance lease obligations are secured on the assets to which they relate.

19. Provisions for Liahilities

At 1 August 2013

Transferred to income and expenditure account
Acluarial gain over year
At 31 July 2014

Group College Group College
2014 2014 2013 2013
£000 £000 £000 £000

44 0 0 0
11 0 0 0
0 0 0 0
55 0 0 0
Group and Coflege

Enhanced

pension

£000

502

(17)

(16)

469

The enhanced pension provision relates to the cost of the staff that have already left the college's employment. The provision has been recalculated in accordance with

guidance issued by the Skills Funding Agency. The principal assumptions for this calculation are:

Interest rate
Net interest rate

20. Deferred Capital Grants

At 1 August 2013
Released to income and expenditure account

Reversal of unused grant to balance sheet
At 31 July 2014

21. Revaluation Reserve

Al 1 August 2013
Transfer to general reserve in respect of.
Depreciation on revalued assels

At 31 July 2014
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Group and College
Funding bodies
£000
27,514
(1,649)

7

2014 2013

4.06% 4.28%

2.25% 2.50%
Olher TOTAL
£000 £000

3,826 31,340
(261) (1,910)

0 i

25,872

3,565 29,437

Group College
£000 £000
3,757 3,757
(986) (96)
3,661 3,661
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22, Income and Expenditure Account

Group College Group College

2014 2014 Restated Restaled

£000 £000 £000 £000

General Reserve 2013 2013
At 1 August 2013 as previously reported 9,338 11,158 10,206 11,742
Prior year adjustment (625) (625) 0 Q
At 1 August 2013 as restated 8,713 10,533 10,206 11,742
Release of minority interest 82 0 0 0
Transfer from revaluation reserve 96 96 96 96
Transfer from VAT reserve 0 0 (356) 0
Surplus/(deficit) retained for the year 160 518 (4,322) (4,394)
Acluarial gain/(loss) in respect of enhanced pension provision 16 16 (26) (26)
Acluarial gain/(loss) in respect of pension scheme 1,169 1,169 3,115 3,115
At 31 July 2014 10,236 12,329 8,713 10,533

Balance represented by:
Pension reserve (13,586) (13,586) (14.489) (14,489)

Income and expenditure account reserve excluding
23,822 25,915 23,202 25,022

At 31 July 2014 10,236 12,329 8,713 10,5633

A prior year adjustment has been processed to correct a fundamental error in the 2013 financial statements.

During the year, the College was required to make a repayment of funding that it had received from the EFA during the 2012/13 financial year. The repayment of
funding amounted to £625,000. The income received from the EFA was in respect of a claim for additional in-year growth funding which the College made during
2012/13. However, prior to the approval of the 2012/13 financial statements, information was available to indicate that the claim made by the College was incorrect

and as a result, a repayment would be requested by the EFA of an element of the additional funding provided to the College. No provision for this repayment was made
in the 2012/13 financial statements.

As a result of this adjustment, the deficit reported in the 2012/13 financial statements has been increased by £625,000 and the income and expenditure account
reserve at 31 July 2013 has been reduced by this amount.

23. Pension and Similar Obligations

The College’s employees belong to two principal pension schemes, the Teachers' Pension Scheme England and Wales (TPS) for academic and related staff and the
Merseyside Pension Fund (MPF) for non-teaching staff. Both are defined benefit schemes.

Total pension cost for the year 2014 2013
£000 £000
Teachers' Pension Scheme: contributions paid 1,859 1,811
Merseyside Pension Fund:
Contributions paid 1,417 1,333
FRS17 charge 203 105
Charge to the Income and Expenditure Account (staff costs) 1,620 1,438
Contributions from First4SKkills Limited subsidiary undertaking 160 0
Total pension cost for year 3.639 3,249

PAGE 32




The City of Liverpool College
Financial Statements for the Year Ended 31st July 2014
Notes to the Accounts (continued)

The pension costs are assessed in accordance with the advice of independent qualified actuaries. The lalest actuarial valuations of the TPS was 31 March 2012 and
the LGPS 31 March 2010. Contributions amounting to £271,463 (2013 £255,884) were payable to the schemes at 31st July and are within creditors.

Teachers' Pension Scheme (TPS)

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

The Teachers' Pension Budgeting And Valuation Account

Although members may be employed by various bodies, their retirement and other pension benefits are set out in regulations made under the Superannuation Act 1972
and are paid by public funds provided by Parliament. 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 Lhe above Act.

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

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

. employer contribution rates were set at 16.4% of pensionable pay,
. total scheme liabilities for service to the effective date of £191.5 billion, and notional assets of £176.6 billion, giving a notional past service deficit of £14.9 billion;
. an employer cost cap of 10.9% of pensionable pay.

The new employer contribution rate for the TPS will be implemented in September 2015.
A full copy of the valuation repert and supporting decumentation can be found on the Teachers’ Pension Scheme website at the following location:
hitps:/Avvaw.teacherspensions.co.uk/news/employers/2014/06/publicalion-of-the-valuation-report.aspx

Scheme Changes

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

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

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

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

The pension costs paid to TPS in the year amounted to £1,859K (2013: £1,811K).

Merseyside Pension Fund (MPF)

The MPF is a funded defined benefit scheme, with the assets held in separate trustee administered funds. The total contribution made for the year ended 31 July 2014
was £1,914,085 of which employers' contributions were £1,416,160 and employees' contributions totalled £497,925. The agreed contribution rates for employers for
future years is 12.5% plus a cash lump sum £503,400 for the year 2014/15 in respect of deficit recovery over a 22 year period. For employees the rate is between 5.5%
and 7.5%.
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FRS17
Principal actuarial assumptions

The following information is based upon a full actuarial valuation of the fund at 31 March 2040 updated to 31 July 2013 by a qualified independent acluary.

At 31 July 2014 At 31 July 2013
Rate of increase in salaries 3.8% 3.9%
Rate of increase for pensions in payment / inflation 2.3% 2.4%
Discount rate for liabilities 4.3% 4.5%
Inflation assumption (CPI) 2.3% 2.4%

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

At31 July 2014 Al 31 July 2013
Retiring today
Males 223 21.8
Females 25.2 24.7
Reliring in 20 years
Males 247 23.7
Females 28.0 266
The College’s share of the assets and liabilities in the scheme and the expected rate of return were:

Long-term rale Value at Long-term rate Value at
of refum expecled 31 July 2014 of retum expacled 31 July 2013
at 2014 £000 al 2013 £000

Equities 7.0% 27,255 7.0% 26,684
Government Bonds 3.2% 6,203 3.3% 6,511
Other Bonds 4.1% 1,041 4.3% 1,114
Property 6.2% 3,631 5.7% 3,598
Cash 0.5% 1,892 0.5% 857
Other 7.0% 5,252 7.0% 4,069
Total Market Value of assets 45,274 42 833
Present value of funded benefit obligations (58,853) (57,315)
Present value of unfunded benefit obligations (7) (7)
Deficit in the scheme (13,586) (14,489)

Year Ended Year Ended

At 31 July 2014 At 31 July 2013
Analysis of the amount charged to income and expenditure account £000 £000
Employer service costs (net of employee contributions) 1,600 1,438
Past service cost and curtailment 20 25
Total operating charge 1,620 1,463
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Analysis of pension finance costs

Expected return on pension scheme assets
Interest on pension liabilities
Pension finance costs

Amount recognised in the statement of total recognised gains and losses (STRGL)

Actuarial (losses)/gains on pension scheme assels
Acluarial gains/(losses) on pension scheme liabilities
Actuarial gain recognised in STRGL

Movement in deficit during the year

Deficit in scheme at 1 August 2013

Movement in year:
Current service charge
Contributions
Net interest/return on assels
Actuarial gain
Past service cost
Curtailments and setllements
Deficitin scheme at 31 July 2014

Asset and liability reconciliation
Reconciliation of liabilities

Liabilities at start of year
Service cost

Interest cost

Employee contributions
Actuarial (gain)/loss
Benefits/lransfers paid

Past service cost
Curtailments and settlements

Liabilities at end of year
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Year Ended Year Ended
At 31 July 2014 At 31 July 2013
£000 £000

2,533 2,056
(2,596) (2,302)

(63) 246

(631) 4171

1,800 {1,056)

1,169 3,115
(14,489) (17,253)
(1,600) (1,438)
1,417 1,358

(63) (248)
1,169 3,115
0 0
(20) (25)
(13,586) (14,489)
57,322 53,147
1,600 1,438
2,596 2,302
498 475
(1,800) 1,056
(1,376) (1,121}
0 0
20 25
58,860 57,322
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Reconciliation of assets

Assets at start of year
Expected return on assets
Actuarial (loss)/gain
Employer contributions
Employee contributions
Benefits/transfers paid

Assets at end of year

The actual return on the scheme assets per the year ending 31 July 2014 was £2,155,000.

The estimated value of employer contributions for the year ended 31st July 2015 is £1,507,000.

History of experience gains and losses Year Ended

31 July 2014
£000

Difference between the expected and actual

return on assets: (631)

Experience gains and losses on scheme liabilities: 1,800

Gain due to change in MPF benefits - CPI 0

Total amount recognised in STRGL: 1,169
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Year Ended Year Ended
AL 31 July 2014 At 31 July 2013
£000 £000
42,833 35,894
2,533 2,056
(631) 4,171
1,417 1,358
498 475
(1,376) (1,121)
45,274 42,833
Year Ended Year Ended Year Ended Year Ended
31 July 2013 31 July 2012 31 July 2011 31 July 2010
£000 £000 £000 £000
4,171 (1,780) 2,008 2,488
(1,056) (2,526) 370 (2,776)
0 0 0 3,023
3,115 (4,308) 2,376 2,735




The City of Liverpool College
Financial Statements for the Year Ended 31st July 2014
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24. Reconciliation of Operating Surplus/(Deficit) to Net Cash

Inflow from Operating Activities

Surplus/(deficit) on continuing operations after
depreciation of assets at valuation
Amortisation

Depreciation

Deferred capital grants released to income
Loss on disposal of tangible fixed assets
Interest payable

FRS817 pension cost less contributions payable
FRS17 pensien finance cost
Decrease/(Increase) in deblors

(Increase) in stocks

Increase/(Decrease) in creditors due in one year
Decrease in provisions

Increase in non controlling interest

Interest receivable

Net cash inflow from operating activities

25. Analysis of Changes in Net Funds

Cash in hand and at Bank

Overdrafts

Debt due within ene year
Debt due after one year
Finance Leases

Total

26. Returns on Investments and Servicing of Finance

Interest received

Interest paid

Interest element of finance lease rental payment

Net outflow from Returns on Investments and Servicing of Finance
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2014 2013
Restated
£000 £000
160 (4,090)
(134) (34)
4,254 4,006
(1,803) (2,137)
48 0
857 900
203 105
63 246
61 (773)
(8 (32)
(621) 2,998
(17) (20)
0 289
(13) (54)
2,950 1,402
At 1 August 2013 Cashfiows Other changes At 31 July 2014
£000 £000 £000 £000
2,217 190 0 2,407
0 0 0 0
2,217 190 0 2,407
(472) (25) 0 (497)
(12,061) 497 0 (11,564)
0 34 (89) (55)
(10,316) 696 (89) (9,709)
Yearended  Yearended
31 July 2014 31 July 2013
£000 £000
13 54
(855) (900)
(2) 0
(844) (846)
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1
|
27. Capital Expenditure and Financial Investment 2014 2013 |
£600 £000 ‘
Purchase of tangible fixed assets (722) (3,420)
Sales of tangible fixed assets 0 0
Deferred capital grants received 0 Q
Net outflow from Capital Expenditure and Financial Investment (722) (3,420)
28. Management of liquid resources 2014 2013
£000 £000
Purchase of investments (538) {900)
Net cash outflow from management of liquid resources (538) {900}
29. Financing 2014 2013 ‘
£000 £000 \
Debt due beyond a year: \
New leans 0 0
Repayment of amounts borrowed (472) (433)
Capital element of finance lease rental payments (34) 0
Net Cash outflow from Financing (506) (433)

30. Post Statement of Financial Position Events

On the 8th of October 2014 the College acquired the remaining minority shares in First4Skills Limited, an independant training provider for a consideration of £177,250.
First4Skills Limited is now a wholly owned subsidiary of the college.

31. Capital Commitments

Group and College
31 July 2014 31 July 2013
£000 £000
Commitments contracted for at 31 July 2014 0 0
Authorised but not contracted at 31 July 2014 250 152 |
32. Financial Commitments
At 31 July 2014 the Group and College had annual commitments under non-cancellable operating leases as follows:
Group
Land and Buildings Other TOTAL
£000 £000 £000
Expiring within one year 10 0 10
Expiring between one and five years inclusive 211 252 463
Expiring in over five years 0 0 0
221 252 473
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32. Financial Commitments (continued)

Expiring within one year
Expiring between one and five years inclusive

Expiring in over five years **

At 31 July 2013 the College had annual commitments under non-cancellable operating leases as follows:

Expiring within one year
Expiring between one and five years inclusive

Expiring in over five years

Expiring within one year
Expiring between one and five years inclusive

Expiring in over five years **

** The gperating lease is between the College and its wholly owned subsidiary company, Liverpool Business Services Limited.

33. Contingent Liabilities

There were no contingent liabilities at 31st July 2014 or 31st July 2013.

34. Related Party Transactions

The group has taken advantage of the exemption from the requirements of Financial Reporting Standard No. 8 to disclose transaclions with other wholly owned

members of the group headed by The City of Liverpool College.

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 Governers may have an interest. All transactions involving such
organisations are conducted at arm's length and in accordance with the College's financial regulations and normal procurement procedures. No transactions were
identified which should be disclosed under Financial Reporting Standard 8 on Related Party Disclosures.

The total expenses paid to or on behalf of the Governors during the year was £1,040; 6 governors (2012/13 £1,529; 10 governors). This represents travel and

College
Land and Buidings Other TOTAL
£000 £000 £060
0 0 0
0 169 169
425 0 425
425 169 594
Group
Land and Buidings Other TOTAL
£000 £000 £000
0 0 0
0 169 169
0 0 0
0 169 169
College
Land and Buildings Other TOTAL
£000 £O00Q £000
0 0 0
0 169 169
425 0 425
425 169 594

subsisience expenses and other out of pocket expenses incurred in attending Governor meetings and charity events in their official capacity.

No Governor has received any remuneration or waived payments from the College or ils subsidiaries during the year (2012/13; none).

The College holds 88% of the share capital in First4Skills Limited, with the remaining 11% being held by 3aaa LLP. In the year to 31 July 2014 3aaa LLP was paid a
management fee of £225,000 by First4Skills Limited. Both The City of Liverpoo! College and 3aaa LLP acted as a provider of training services to First4Skills Limited with

a sum of £156,000 and £3,000 being paid to the parties respectively by First4Skills Limited.

Purchases transactions in the year between the College and First4Skills Limited amounted to £55,000 (2012/13: £20,000).
Sales transactions in the year between the College and First4Skills Limited amounted to £108,000 (2012/13: £13,000)

The College owed no amounts to First4Skills Limited as at the end of this year (2012/13: £43,000)

The College was owed amounts of £28,000 at the end of the year (2012/13: £0)

N Small Is a Governor of the College and also a Councillor at Liverpool City Council. In the 2013/14 financial year, the College made purchases amounting to £240,006

(2012/13 £297,479). N Small is also a Governor at Liverpool Hope University. In the financial year 2013/14, the College made purchases amounting to £71,866
(2012/13 £nil). D Murray is a member of SMT and also a director of Myrile Liverpool Ltd. In the 2013/14 financial year the College made purchases amounting o

£163,500 from Myrile Liverpool Ltd (2012/13 £157,476).
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35.Amounts dishursed as agent
Learner support funds

Funding Councll Grants
Disbursed to Students
Administration costs

Balance unspent at 31st July 2014

2014 2013
£000 £000
3,277 2,927
(2,790) (2,781)
(121) (146)
366 0

Funding body grants are available solely for students. In the majority of instances, the College only acts as a paying agent. In these circumstances, the grants and
related disbursements are therefore excluded from the income and expenditure account. The income and expenditure consolidated in the College's financial statements

relates to the provision of childcare directly by the College.

36.Aquisitions

At 31 July 2013, the College owned 75% of the ordinary share capital of First4Skills Limited with the remaining 25% owned by 3aaa LLP. In December 2013,

the College entered into a share purchase agreement to acquire the remaining 25% of the ordinary share capital from 3aaa LLP at various points during the current

financial year and also after the year end.

At 31 July 2014 the Coliege had acquired 14% of the ordinary share capital from 3aaa LLP for a consideration of £538k. Subsequent to the year end the remaining

11% of the ordinary share capital was acquired by the College for a consideration of £177k. At 31 July 2014, the College had a contractual obligation to purchase
the remaining 11% ordinary shares from 3aaa LLP and as a result, the College has reflected a liability in these financial statements for £177k. First4Skills Limited

is now a wholly owned subsidiary of the College.

At 31 July 2014, the College has accounted for First4Skills Limited as a wholly owned subsidiary, as at 31 July 2014, the risks and rewards attaching to the 11%

of the ordinary shares that were owned by 3aaa LLP had transferred to the College and 3aaa LLP were not entilled to any distributions from those shares.

The following table shows the cost and fair value of the assets and liabilities of First4Skills Limited at the date of acquisition;

Book Fair Value Fair Value
Value Adjustment
£'000 £'000 £'000
Fixed Assets
Negative Goodwill (422) 0 (422)
Tangible Assets 420 0 420
@ 0 2)
Current Assets
Debtors 600 0 600
Prepayments 115 0 115
Cash at bank and in hand 750 0 750
1,465 o] 1,465
Current Liabilities
Creditors (563) 0 (563)
(563) 0 (563)
Net Current Assets 902 0 902
Net Assels 900 0 900
Net Assets 900
25% of net assets acquired by the College 225
Consideration 715
Goodwill on Acquisition 490
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