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LOUGHBOROUGH COLLEGE 
 
Report of the Members of the Corporation for the year ended 31 July 2012  

 

 
Legal status 
 
The Corporation was established under The Further and Higher Education Act 1992 for the purpose of 
conducting the business of Loughborough College.  The College is an exempt charity for the purposes 
of the Charities Act 2011. 
 
Mission 
 
The College’s vision as approved by its members is that: 
 

 To be the bridge to the future, for individuals, communities and organisations, inspiring success 
and enriching lives. 

 
Implementation of the strategic plan 
 
In June 2011 the College adopted a strategic plan for the period 1 August 2011 to 31 July 2016. The 
Corporation monitors the performance of the College against these plans. The plans are reviewed and 
updated each year. The College’s strategic objectives are by July 2016: 

 To achieve a 20% growth over the plan period;  

 To deliver performance in the top decile for (EFA/SFA Funded), learner success rates, 
learner satisfaction rates, employer satisfaction rates, learner progression; 

 To deliver grade 1 outcomes for learning and teaching in a minimum of 80% of curriculum 
areas, plus leadership and management; 

 To achieve ‘Outstanding’ grading where external inspection or accreditation applies; 

 To maintain financial health category Outstanding status throughout the plan period. 
 
The College is on track to achieve  at least 4 of the 5 challenging strategic objectives of the 5 year plan, 
even under the extreme changes of funding and allocation process. 
 
The Colleges specific objectives for 2011-12 and the achievement of those objectives are addressed 
below: 
 

Budget Objectives 2011-12 Achieved 2011-12 

Turnover £24.8m  Turnover £24.3m  

£558k  (2.2%) surplus  £1,277k  (5.2%) surplus 

Maintain Financial Health Category A Financial Health Category A 

30 cash days 160 cash days  

Staff costs 69% of income Staff costs 64% of income  

100% EFA/SFA Student Target 
100% HEFCE target 

112% EFA Student Number Target 
84% SFA Funding Target 
100% HEFCE target 

Raise overall College success rate to 85% Overall Success Rate 86% (excl Key Skills) 

Student satisfaction rating of 3.0 Student satisfaction rating of 3.1 

Outstanding for 6 Teams in Teaching and 
Learning 

Outstanding for 7 Teams in Teaching and 
Learning 

Staff satisfaction 90% Staff satisfaction 90% 

Staff absence less than 5 days per 
employee per year 

Staff absence 6.5 days per employee per 
year 

 
 
 



               

 2 

 
 
 
LOUGHBOROUGH COLLEGE 
 
Report of the Members of the Corporation for the year ended 31 July 2012 (continued) 

 
 

Financial objectives  
 
The College’s financial objectives are: 
 

 to continue to grow overall at an average 4.3% pa over the period of the plan and achieve £30m 
turnover by 15-16; 

 to maintain financial health category Outstanding status:  

 to generate at least £500k pa from operating activities; 

 to maintain a minimum 30 cash days at all times; 

 to maintain a current ratio of at least 1.3; 

 to maintain a borrowing to income ratio that will not exceed 40%; 

 to ensure that the debt charges to income ratio will not exceed 3.5%; 

 to achieve 50% non-EFA/SFA recurrent income; and 

 to maintain staff costs at not more than 69% of total income.  
 
A series of performance indicators have been agreed to monitor the successful implementation of the 
policies and to maintain the College’s Grade Outstanding status assessed by the SFA. 
 
Performance indicators  
 
Although The SFA continues to measure FE performance in terms of contribution to national targets, 
individual colleges are now required to submit three-year development plans, which are reviewed each 
year. The FE Choices (formerly the “Framework for Excellence”) has four key performance indicators: 
 

 Learner success rates 

 Learner destinations 

 Learner Satisfaction survey (formerly “learner views”) 

 Employer Satisfaction survey (formerly “employer views”) 
 
The financial Indicators (Financial Health and Financial Management and Control) will continue to be 
graded and will be reported to providers directly by the relevant funding body.  
 
The College is committed to observing the importance of these measures and indicators and is 
monitoring these through the completion of the annual Finance Record for the Skills Funding Agency/ 
Education Funding Agency (“EFA formerly “YPLA””). As benchmarks develop so the College will be 
better placed to take appropriate action in the light of the overall performance rating. The current rating 
of Outstanding is considered a good outcome. 
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LOUGHBOROUGH COLLEGE 
 
Report of the Members of the Corporation for the year ended 31 July 2012 (continued) 

 
 

 
Financial results 
 
The College income has fallen back to £24.3m largely due to cuts in funding and reduced number of 
international students. This income is 2% less than 10/11 but follows years of significant growth for 
2009/10 of 12%, 8.3%  2008-09 and 12%   2007-08. This growth was the result of the College’s long 
term strategy to develop its work with employers, HE and International work. The consolidated financial 
statements achieved a surplus of £1,277k (2010-11: £1,829k) which is a significant operating surplus in 
the current climate of funding reductions and UK Border Agency policy restrictions on entry of 
international students. This result is attributed to two factors, firstly the college’s decision to maximise 
revenue by taking growth areas to capacity with current staffing and secondly controlling its cost base 
effectively to keep overall spending growth down.  
 
The College has positive accumulated general reserves of £20,165k (2010-11: £18,612k), which have 
increased due to the surplus in the year.  The consolidated financial statements show cash balances of 
£3,717k (2010-11: £2,714k), and another £6,597k (2010-11: £8,027k) is held as short-term 
investments.  The College has consolidated general reserves of 83% of income. 
 
The College has significant reliance on the EFA/SFA for its principal funding source, largely from 
recurrent grants. In 2011/12 the EFA/SFA total income accounted for 56% of the College’s total income 
increasing slightly from 55% in 2010/11. 
 
The College has two subsidiary companies, Loughborough College Enterprises Limited (LCE Limited) 
and Loughborough College Properties Limited (LCP Limited).  The principal business activity of LCP 
Limited is the development and rental of property.  LCE Limited carries out training for employers.  Any 
surpluses generated by the subsidiaries are transferred to the College by gift aid. During the year the 
College has also set up a joint venture called Impact Apprentices Limited, whose principal business is 
to train and place apprentices in industry. There is no significant activity as it’s still in the start- up 
phase. 
 
Capital developments 
 
Tangible fixed assets additions during the year amounted to £1,767k. This was split between land and 
buildings £992k and equipment purchased £775k. The main purpose of this related to the 
refurbishment of its older buildings and the updating of IT systems. The college has also updated one 
of the halls of residence and has another new halls of residence in the process of construction, for 
which stage payments amounting to £265k is in debtors and a further £1,327k is in fixed assets in the 
course of construction. 
 
The College, in the previous year, engaged consultants to formulate a property strategy for the next 
phase of development of the older buildings. The recommendation is to construct a new building on site 
to house social space for both students and staff, with some student delivery areas. These plans are 
still in the early stages and all costs have been expensed during the year. It is envisaged that during the 
following year firm plans may be in place and the building phase may start sometime during the year.  
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LOUGHBOROUGH COLLEGE 
 
Report of the Members of the Corporation for the year ended 31 July 2012 (continued) 

 
 

Treasury policies and objectives 
 
Treasury management is the management of the College’s cash flows, its banking, money market and 
capital market transactions; the effective control of the risks associated with those activities; and the 
pursuit of optimum performance consistent with those risks. 
The College has a separate treasury management policy in place. Short-term borrowing for temporary 
purposes is authorised by the Principal or deputy. Such arrangements are restricted by limits in the 
Financial Memorandum previously agreed with the LSC and subsequently transferred to the Skills 
Funding Agency/EFA. All other borrowing requires the authorisation of the Corporation and shall 
comply with the requirements of the Financial Memorandum. 
 
Cash flows 
 
At £2.3 million (2010/11 £2.9 million), operating cash in-flow was still very strong, resulting in cash 
reserves £10.3 million at the year end. 
 
Liquidity 
 
The College has a loan of £1.0 million to fund the building replacements on the main site and this is a 
fixed interest 25 year term loan.  
 
The size of the College’s total borrowing and its approach to interest rate management have been 
calculated to ensure a reasonable cushion between the total cost of servicing debt and operating 
cashflow. During the year, this margin has been comfortably exceeded. 
 
CURRENT AND FUTURE DEVELOPMENT AND PERFORMANCE 
 
Student numbers 
 
In 2011-12 the College has delivered activity that has produced £11,505k in funding body allocations 
(2010-11 - £11,294k).  
 
In 2011-12 the College received funding on the basis of 664 full-time equivalent Higher Education 
students (2010-11: 695 FTE students). 
 
In 2011-12 the College had approximately 6,439 EFA/SFA funded students, 971 HE students, 258 
International students and 2,142 other students. 
 
Student achievements 
 
Overall Success rates increased in 2011-12 86% compared to 2010-11 at 81%.   
 
Curriculum developments 
 
The College increased by 5.2% the number of full time 16-18 FE students recruited. The number of 19+ 
students on full time courses dropped by 25%, largely due to the increase in fees charged to these 
students. The College’s provision in E-Media and Art / Design showed some growth, as did programmes 
in Sports and Engineering. 
 
The College works closely with local businesses to deliver Work Based Learning, drawing funding from 
the SFA audlt programme. The College is also expanding the number and range of Apprenticeships that 
it offers. This work with employers increased during 2011-12 and projected growth is envisaged to 
continue, as new partnership delivery models are implemented.  
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LOUGHBOROUGH COLLEGE 
 
Report of the Members of the Corporation for the year ended 31 July 2012 (continued) 

 

 
Curriculum developments (continued) 
 
The College has been successful in developing a range of Foundation Degrees. Expansion is in line 
with the College’s aim to become an “all through institution” providing pathways within the College from 
level 1 to level 4 in most of its areas of provision. The College focuses on providing progression 
opportunities for vocational students and working with employers to develop relevant HE provision.  
 
The College provides a wide range of programmes for businesses and has been particularly successful 
in developing bespoke leadership and management programmes for a number of large organisations.  
 
Taxation 
 
The majority of the College’s activities do not fall to be charged to corporation tax. 
 
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. 
 
Post balance sheet events 
 
There are no post balance sheet events. 
 
Planned maintenance programme 
 
The cost of the College’s planned maintenance programme over a period of five years is estimated to 
be £1.0 million, resulting in an average annual charge of £200,000. It is likely to be increased 
significantly in forthcoming years as the college starts expenditure to ensure the buildings are 
maintained to a level that will last a minimum 20 years. 
 
Future developments 
 
The College Funding income for 2012/13 has been confirmed at £13.5 million. 
 
The College aims to improve its contribution by introducing a number of efficiency schemes across the 
college site. The College would like to reduce further its dependency on the EFA/SFA and is seeking 
opportunities particularly in the areas where the College currently performs well such as HE, 
International students and work with employers. 
 
 The College has formulated its next 5 year plan to cover the period of 2011-2016. Loughborough 
College will be guided by four key strategic imperatives.  The four pillars that define our endeavour are: 
• Being responsive 
• Delivering leading edge quality 
• Ensuring our financial sustainability 
• Attracting and working with excellent people 
 
These four strategic imperatives have associated goals.  There are twelve high level goals that we are 
determined to achieve over the next five years.   
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LOUGHBOROUGH COLLEGE 
 
Report of the Members of the Corporation for the year ended 31 July 2012 (continued) 

 
 

Resources 
 
The College has various resources that it can deploy in pursuit of its strategic objectives and the 
rebuilding of the remainder of the College buildings.  
 
Tangible resources include the main college site and £10.4 million held in current assets generated 
from operational activity. 
 
Financial 
 
The College has £22 million net assets (including £5.3 million pension liability) and long term debt of 
£1.4 million. 
 
People 
 
The College employs 531 people (expressed as full time equivalents) of whom 192 are teaching staff. 
 
Reputation 
 
The College has a good reputation locally, nationally and internationally. Maintaining a quality brand is 
essential for the College’s success at attracting students and external relationships. 
 
Principal risks and uncertainties 
 
The College has undertaken further work during the year to develop and embed the system of internal 
control, including financial, operational and risk management which is designed to protect the College’s 
assets and reputation. 
 
Based on the strategic plan, the Risk Management Group undertakes a comprehensive review of the 
risks to which the College is exposed. They identify systems and procedures, including specific 
preventable actions which should mitigate any potential impact on the College. The internal controls are 
then implemented and the subsequent year’s appraisal will review their effectiveness and progress 
against risk mitigation actions. In addition to the annual review, the Risk Management Group will also 
consider any risks which may arise as a result of a new area of work being undertaken by the College.  
 
A risk register is maintained at the College level which is reviewed at least termly by the Audit & Risk 
Committee. The risk register identifies the key risks, the likelihood of those risks occurring, their 
potential impact on the College and the actions being taken to reduce and mitigate the risks. Risks are 
prioritised using a consistent scoring system.  
 
This is supported by a risk management training programme to raise awareness of risk throughout the 
College. 
 
Outlined below is a description of the principal risk factors that may affect the College. Not all the 
factors are within the College’s control. Other factors besides those listed below may also adversely 
affect the College. 
 
The College has considerable reliance on continued government funding through the further education 
sector funding bodies and HEFCE. In 2012, 67% of the College’s revenue was ultimately public funded 
and this level of requirement is expected to continue. There are 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. 
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LOUGHBOROUGH COLLEGE 
 
Report of the Members of the Corporation for the year ended 31 July 2012 (continued) 

 
 

The College is aware of the following issues that will impact on funding 
• The economic and political environment means that government funding will reduce over the 

next 3 years. This is likely to be between 20 – 30%. 
• Funding will be allocated increasingly on a formula basis and the government is reviewing its 

priorities for the adult skills sector following the Leitch report into the skills needed for the UK to 
compete in the global economy. 

• The Train to Gain programme has ended in 2010-11 and transferred to the normal adult budget  
• International work has been and may continue to be affected by government border controls 

and visa issues. 
 
The risk is mitigated in a number of ways: 
• Ensuring the College delivers high quality education and training. 
• Ensure the College focuses on priority sectors, which will continue to receive funding. 
• Ensure the College focuses on maintaining and managing key relationships, including with 

funders. 
• Other income streams are developed, such as full cost and International work. 
• Fee income is maximised, Ministers have increased the fee assumption to 50% in 2011/12. In 

line with the majority of other colleges, the College will continue to increase tuition fees in 
accordance with the rising fee assumptions. 

• Apprenticeship work is expanded especially for 16-18. 
• Develop programmes for in country delivery of international work. 

 Maintain adequate funding of pension liabilities. 
 
The financial statements report the share of the pension scheme deficit on the College’s balance sheet 
in line with the requirements of FRS 17. 
 
Stakeholder relationships 
 
In line with other colleges and with universities, Loughborough College has many stakeholders. These 
include: 

•  Students; 
•  Education sector funding bodies; 
•  Staff; 
•  Local employers (with specific links); 
•  Local Authorities; 
•  Government Offices/ Regional Development Agencies/LEPs; 
•  The local community; 
•  Other FE institutions; 
•  Trade unions; 
•  Professional bodies. 

 
The College recognises the importance of these relationships and engages in regular communication 
with them through the College Internet site and by meetings. 
 
Staff and student involvement 
 
The College believes good communication with staff and students to be very important. There is an 
effective communication strategy that includes staff meetings and a regular newsletter. Formal 
representation of staff is through the recognised trade unions. In addition, staff are able to elect two  
staff Governors and students are able to elect two student Governors. There is a student representative 
on the Governing Body. Each year students are invited to give feedback to the College through 
satisfaction surveys. 
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LOUGHBOROUGH COLLEGE 
 
Report of the Members of the Corporation for the year ended 31 July 2012 (continued) 

 
 

Equal opportunities and the employment of disabled persons 
 
Loughborough College is committed to ensuring equality of opportunity for all who learn and work here. 
We respect and value positively differences in race, gender, sexual orientation, ability, class and age. 
We strive vigorously to remove conditions which place people at a disadvantage and we will actively 
combat bigotry. This policy will be resourced, implemented and monitored on a planned basis. The 
College’s Equal Opportunities and Diversity Policy, including its Race Relations and Transgender 
Policies is published on the College’s Intranet and Internet site. 
 
The College considers all applications for posts from disabled persons, bearing in mind the aptitudes of 
the individuals concerned. Where an existing employee becomes disabled, every effort is made to 
ensure that employment with the College continues. The College's policy is to provide training, career 
development and opportunities for promotion that are, as far as possible, identical to those for other 
employees. The College has been awarded the “Positive about Disabled People” kite mark. 
 
Disability statement 
 
The College seeks to achieve the objectives set down in the Disability Discrimination Act 1995 as 
amended by the Special Education Needs and Disability Act 2001 and 2005. 
 
a) The general access to the College buildings is extremely good, providing wheelchair access to 

over 90% of the College's premises.  Our lifts have been modified with Braille and audio facilities.  
Car parking is adequate with several areas designated for disabled students/staff.  Reception is 
accessible via automatic doors and ramps and there are ramp connections between all College 
blocks. Telephones are provided at two locations at the appropriate height for people using 
wheelchairs.  Most teaching areas are accessible by using lifts and evac chairs are provided in 
the case of emergency.  A large number of rooms have blinds or curtaining to ensure a control of 
light levels for those with visual impairment; 

b) 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 complaints policy; 

c) The College has made a significant investment in the appointment of specialist lecturers to 
support students with learning difficulties and disabilities.  There are a number of student support 
assistants who can provide a variety of support for learning.  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; 

d) Specialist programmes are described in programme information guides, and achievements and 
destinations are recorded and published in the standard College format; and 

e) Counselling and welfare services are described in the College Charter. 
 
Disclosure of information to auditors 
 
The members who held office at the date of approval of this report confirm that, so far as they are each 
aware, there is no relevant audit information of which the College’s auditors are unaware; and each 
member has taken all the steps that he or she ought to have taken to be aware of any relevant audit 
information and to establish that the College’s auditors are aware of that information. 
 
Approved by order of the member of the Corporation on 13th December 2012 and signed on its 
behalf by: 
 
 
 
M Chad-Smith 
Chairman 
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LOUGHBOROUGH COLLEGE 
 
Statement of corporate governance and internal control for year ended 31 July 2012 

 

 
The College is committed to exhibiting best practice in all aspects of corporate governance. This 
summary describes the manner in which the College has applied the principles set out in the 
governance code. Its purpose is to help the reader of the accounts understand how the principles have 
been applied. 
 
In the opinion of the governors, the College complies with all the provisions of the Combined Code in so 
far as they apply to the Further Education Sector, and it has complied throughout the year ended 31 
July 2012. The Corporation recognises that, as a body entrusted with both public and private funds, it 
has a particular duty to observe the highest standards of corporate governance at all times. In carrying 
out its responsibilities, it takes full account of The English Colleges’ Foundation Code of Governance 
issued by the Association of Colleges in December 2011, which it formally adopted in March 2012. 
 
The Corporation  
 
The members who served the Corporation during the year and up to the date of signature of this report 
were as follows: 
 
Name Date of first 

appointment 
Term 
of 
office 

Date of expiry 
of current term 
or resignation 
(R) (if earlier) 

 Full  
or Asso-
ciate 
 

Committees served 

Mr J Boyes Dec 10 4 years Dec 15 F Audit & Risk (A & R), T & F 
Property, T & F Commercial, T & 
F Recruitment 

Mr G Brida Sep 04 8 years Aug 16 F Search, Governance & 
Remuneration (SGR), 

Mr M Chad-
Smith 

Sep04 8 years Aug 16 F Chair of Board (Chair), SGR , T & 
F Property, T & F Commercial, T 
& F Recruitment and LCE/LCP 

Cll J Choudhury Jun 08 4 years Jun 16 F SGR, T & F Property, T & F 
Recruitment, LCE 

Mr P Dickson Nov 08 4 years Nov 16 F Audit & Risk, T & F Commercial 
Mr F Omar Sep 11 1 years Jul 12 F Student Governor 
Ms A Sameja Sep 11 1 years Jul 12 F Student Governor 
Mr N Hastings Jun 12 4 years Jun 15 F SGR, T & F Commercial 
Mr N  Lawrence Dec 10 4 years Dec 14 F (none) 
Mr J Mutton    F SGR, T & F Property, T & F 

Commercial 
Mr I Nicholson Sep 04 4 years Aug 16 F Board (Vice Chair), SGR, T & F 

Property (Chair), T & F 
Commercial, T & F Recruitment 

Ms A Traynor May 09 4 years May 13 F Audit & Risk 
Dr J Vincent Nov 11 4 years Oct 15 F T & F Recruitment 
Mr M Wells Nov 06 4 years Nov 14 F SGR (Chair) 
Mr P Wood Jun 12 4 years May 16 F Audit & Risk 

Associate Governors     
Mr T Bacon Feb 02 9 years Feb 14 A Audit & Risk, T & F Property 
Mr C Bradley Apr 05 7 years Mar 13 A Audit & Risk (Chair)  
Mr M Pearson Jan 03 9 years Feb 16 A T & F Property LCP  
Ms S Nunn Sep 95 4 years Oct 15 A SGR 
Ms M Evans Sep 97 4 years Mar 13 A  
Dr C Machin Sep 95 4 years Oct 15 A Audit & Risk  
Cllr S Hampson May 03 9 years Jul 15 A  
Ms L Lockwood Sep 11 4 years Jul 15 A Audit & Risk 

 

Joined during year  Mr F Omar, Ms A Sameja, Dr J Vincent, Mr P Wood, Mr N Hastings 

Left during year  Mr F Omar, Ms A Sameja 
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LOUGHBOROUGH COLLEGE 
 
Statement of corporate governance and internal control for year ended 31 July 2012 (continued) 

 

 
It is the Corporation’s responsibility to bring independent judgement to bear on issues of strategy, 
performance, resources and standards of conduct. 
 
The Corporation recognises the maintenance and integrity of the Loughborough College FE website is 
the responsibility of the Governing Body of the College; the work carried out by the auditors does not 
involve consideration of these matters and, accordingly, the auditors accept no responsibility for any 
changes that may have occurred to the financial statements since they were initially presented on the 
website. Legislation in the United Kingdom governing the preparation and dissemination of financial 
statements may differ from legislation in other jurisdictions. 
 
The Corporation is provided with regular and timely information on the overall financial performance of 
the College together with other information such as performance against funding targets, proposed 
capital expenditure, quality matters and personnel-related matters such as health and safety and 
environmental issues. The Corporation meets at least each term. 
 
The Corporation conducts its business through a number of committees. Each committee has terms of 
reference, which have been approved by the Corporation. These committees are Search Governance & 
Remuneration Committee, Task & Finish Group for Property (temporary), Task & Finish Group 
Recruitment New Principal (temporary), Task & Finish Group Commercial (temporary),  and Audit & 
Risk. Full minutes of all meetings, except those deemed to be confidential by the Corporation, are 
available from the Clerk to the Corporation at: 
 

Loughborough College, Radmoor Road, Loughborough, LE11 3BT 
 
The Clerk to the Corporation maintains a register of financial and personal interests of the governors. 
The register is available for inspection at the above address.  
 
All governors are able to take independent professional advice in furtherance of their duties at the 
College’s expense and have access to the Clerk 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 timely manner, prior to Board 
meetings. Briefings are also provided on an ad hoc basis.  
 
The Corporation has a strong and independent non-executive element and no individual or group 
dominates its decision-making process. The Corporation considers that each of its non-executive 
members is independent of management and free from any business or other relationship that could 
materially interfere with the exercise of their independent judgement. 
 
There is a clear division of responsibility in that the roles of the Chairman and Principal are separate. 
 
Appointments to the Corporation 
 
Any new appointments to the Corporation are a matter for the consideration of the Corporation as a 
whole. The Corporation has a search committee, consisting of at least three members of the 
Corporation, which is responsible for the selection and nomination of any new member for the 
Corporation’s consideration. The Corporation is responsible for ensuring that appropriate training is 
provided as required. 
 
Members of the Corporation are appointed for a term of office not exceeding four years with a possible 
further term of four years and in exceptional circumstances, a further four years. 
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LOUGHBOROUGH COLLEGE 
 
Statement of corporate governance and internal control for year ended 31 July 2012 (continued) 

 

 
Search Governance & Remuneration committee 
 
Throughout the year ended 31 July 2012, the College’s Search Governance & Remuneration 
Committee (SGR) comprised six members of the Corporation and one associate member. The 
committee’s responsibilities are also to make recommendations to the Board on the remuneration and 
benefits of the Principal and other senior post-holders, including the Clerk to the Corporation. The 
committee is advised by a remuneration consultant. 
 
Details of remuneration for the year ended 31 July 2012 are set out in note 6 to the financial 
statements. 
 
Audit & Risk committee 
 
The audit & risk committee comprises five members of the Corporation (excluding the Principal and 
Chair of Audit), three associate governors and is chaired by a qualified accountant, working in 
business. The committee operates in accordance with written terms of reference approved by the 
Corporation.  
 
The audit & risk committee meets at least on a termly basis and provides a forum for reporting by the 
College’s internal and financial statements auditors, who have access to the committee for independent 
discussion, without the presence of College management. The committee also receives and considers 
reports from the main FE funding bodies as they affect the College’s business. 
 
The College’s internal auditors monitor the systems of internal control; risk management controls and 
governance processes in accordance with an agreed plan of input and report their findings to 
management and the audit & risk committee. The audit & risk committee submit an annual report to the 
Corporation certifying that it has undertaken its work effectively. 
 
Management is responsible for the implementation of agreed audit recommendations and internal audit 
undertakes periodic follow-up reviews to ensure such recommendations have been implemented. 
 
The audit & risk 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. 
 
Internal control 
 
Scope of responsibility 
 
The Corporation is ultimately responsible for the College’s system of internal control and for reviewing 
its effectiveness. However, such a system is designed to manage rather than eliminate the risk 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 Principal, as Accounting Officer, for 
maintaining a sound system of internal control that supports the achievement of the College’s policies, 
aims and objectives, whilst safeguarding the public funds and assets for which they are personally 
responsible, in accordance with the responsibilities assigned to them in the Financial Memorandum 
between Loughborough College and the funding bodies. They are also responsible for reporting to the 
Corporation any material weaknesses or breakdowns in internal control. 
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LOUGHBOROUGH COLLEGE 
 
Statement of corporate governance and internal control for year ended 31 July 2012 (continued) 

 

 

The purpose of the system of internal control 
 
The system of internal control is designed to manage risk to a reasonable level rather than to eliminate 
all risk of failure to achieve policies, aims and objectives; it can therefore only provide reasonable and 
not absolute assurance of effectiveness. The system of internal control is based on an ongoing process 
designed to identify and prioritise the risks to the achievement of College policies, aims and objectives, 
to evaluate the likelihood of those risks being realised and the impact should they be realised, and to 
manage them efficiently, effectively and economically. The system of internal control has been in place 
in Loughborough College for the year ended 31 July 2012 and up to the date of approval of the annual 
report and accounts. 
 
Capacity to handle risk 
 
The Corporation has reviewed the key risks to which the College is exposed together with the 
operating, financial and compliance controls that have been implemented to mitigate those risks. The 
Corporation is of the view that there is a formal on-going process for identifying, evaluating and 
managing the College's significant risks that has been in place for the period ended 31 July 2012 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, 
administrative procedures including the segregation of duties, and a system of delegation and 
accountability. In particular, it includes: 
 

• comprehensive budgeting systems with an annual budget, which is reviewed and agreed by the 
governing body; 

• regular reviews by the governing body of periodic and annual financial reports which indicate 
financial performance against forecasts; 

• setting targets to measure financial and other performance; 
• clearly defined capital investment control guidelines; and 
• the adoption of formal project management disciplines, where appropriate. 
 

Loughborough College has an internal audit service, which operates in accordance with the 
requirements of the SFA’s Audit Code of Practice. The work of the internal audit service is informed by 
an analysis of the risks to which the College is exposed, and annual internal audit plans are based on 
this analysis. The analysis of risks and the internal audit plans are endorsed by the Corporation on the 
recommendation of the audit & risk committee. At least annually, the Head of Internal Audit (HIA) 
provides the governing body with a report on internal audit activity in the College. The report includes 
the HIA’s independent opinion on the adequacy and effectiveness of the College’s system of risk 
management, controls and governance processes. 
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LOUGHBOROUGH COLLEGE 
 
Statement of corporate governance and internal control for year ended 31 July 2012 (continued) 

 

 

Review of effectiveness 
 
As Accounting Officer, the Principal has responsibility for reviewing the effectiveness of the system of 
internal control. Their review of the effectiveness of the system of internal control is informed by: 
 

• the work of the internal auditors; 
• the work of the executive managers within the College who have responsibility for the 

development and maintenance of the internal control framework; and 
• comments made by the College’s financial statements auditors and the regularity auditors in 

their management letters and other reports.  
 

The Principal has been advised on the implications of the result of their review of the effectiveness of 
the system of internal control by the audit & risk committee, which oversees the work of the internal 
auditor, and a mechanism to address weaknesses and ensure continuous improvement of the system 
is in place. 
 
The senior management 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 senior management 
team and the audit & risk committee also receive regular reports from internal audit, which include 
recommendations for improvement. The audit & risk committee's role in this area is confined to a high-
level review of the arrangements for internal control. The Corporation's agenda includes a regular item 
for consideration of risk and control and receives reports thereon from the senior management team 
and the audit & risk committee. The emphasis is on obtaining the relevant degree of assurance and not 
merely reporting by exception. At its October 2012 meeting, the Corporation carried out the annual 
assessment for the year ended 31 July 2012 by considering documentation from the senior 
management team and internal audit, and taking account of events since 31 July 2012. 
 
Going concern 
 
After making appropriate enquiries, the Corporation considers that the College has adequate resources 
to continue in operational existence for the foreseeable future. For this reason, it continues to adopt the 
going concern basis in preparing the financial statements. 
 
 
Approved by order of the members of the Corporation on 13th December 2012 and signed on its 
behalf by: 
 
 
 
 
 
 
M Chad-Smith E Winch 
Chairman  
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LOUGHBOROUGH COLLEGE 
 
Statement of the Responsibilities of the Members of the Corporation for the year ended 31 July 
2012 
 

 
The members of the Corporation 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 / EFA and the Corporation of the College, the Corporation, through its Principal, is required to 
prepare financial statements for each financial year in accordance with 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 Young Peoples Learning Agency, 
and which give a true and fair view of the state of affairs of the College and the result for that year. 
 
In preparing the financial statements, the Corporation is required to: 

 
• select suitable accounting policies and apply them consistently; 
• make judgements and estimates that are reasonable and prudent; 
• state whether applicable Accounting Standards have been followed, subject to any material 

departures disclosed and explained in the financial statements; and 
• prepare financial statements on the going concern basis, unless it is inappropriate to assume 

that the College will continue in operation. 
 

The Corporation is responsible for keeping proper accounting records which disclose with reasonable 
accuracy, at any time, the financial position of the College, and which enable it to ensure that the 
financial statements are prepared in accordance with the relevant legislation of incorporation and other 
relevant accounting standards. It is responsible for taking steps that are reasonably open to it in order 
to safeguard the assets of the College and to prevent and detect fraud and other irregularities. 
 
The maintenance and integrity of the College website is the responsibility of the Corporation of the 
College; the work carried out by the auditors does not involve consideration of these matters and, 
accordingly, the auditors accept no responsibility for any changes that may have occurred to the 
financial statements since they were initially presented on the website. Legislation in the United 
Kingdom governing the preparation and dissemination of financial statements may differ from 
legislation in other jurisdictions. 
 
Members of the Corporation are responsible for ensuring that expenditure and income are applied for 
the purposes intended by Parliament and that the financial transactions conform to the authorities that 
govern them. In addition they are responsible for ensuring that funds from the Skills Funding 
Agency/EFA are used only in accordance with the Financial Memorandum with the Skills Funding 
Agency/EFA and any other conditions that the EFA and the Skills Funding Agency may prescribe from 
time to time. Members of the Corporation must ensure that there are appropriate financial and 
management controls in place in order to safeguard public and other funds and to ensure they are used 
properly. In addition, members of the Corporation are responsible for securing economical, efficient and 
effective management of the College’s resources and expenditure, so that the benefits that should be 
derived from the application of public funds by the Skills Funding Agency/EFA are not put at risk. 
 
Approved by order of the members of the Corporation on 13th December 2012 and signed on its 
behalf by: 
 
 
 
M Chad-Smith 
Chairman 
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LOUGHBOROUGH COLLEGE 
 
Independent auditors’ report to the Corporation of Loughborough College 
 
 
 
We have audited the Group and College financial statements (“the financial statements”) of 
Loughborough College for the year ended 31 July 2012 set out on pages 18 to 45.  The financial 
reporting framework that has been applied in their preparation is applicable law and UK accounting 
standards (UK Generally Accepted Accounting Practice). 
This report is made solely to the Corporation, as a body, in accordance with the College’s Articles of 
Government. Our audit work has been undertaken so that we might state to the Corporation, as a body, 
those matters we are required to state to them in an auditor’s report and for no other purpose.  To the 
fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the 
Corporation, as a body, for our audit work, for this report, or for the opinions we have formed. 
 
 
 
Respective Responsibilities of the Members of the Corporation of Loughborough College and 
Auditors 
 
As explained more fully in the Statement of the Corporation’s responsibilities set out on page 15, the 
Corporation is responsible for the preparation of financial statements which give a true and fair view.  
Our responsibility is to audit, and express an opinion on, the financial statements in accordance with 
applicable law and International Standards on Auditing (UK and Ireland). Those standards require us to 
comply with the Auditing Practices Board's (APB's) Ethical Standards for Auditors. 
Scope of the audit of the financial statements 
An audit involves obtaining evidence about the amounts and disclosures in the financial statements 
sufficient to give reasonable assurance that the financial statements are free from material 
misstatement, whether caused by fraud or error. This includes an assessment of: whether the 
accounting policies are appropriate to the Group’s and the College’s circumstances and have been 
consistently applied and adequately disclosed; the reasonableness of significant accounting estimates 
made by the Corporation; and the overall presentation of the financial statements.  In addition we read 
all the financial and non-financial information in the Operating and Financial Review to identify material 
inconsistencies with the audited financial statements. If we become aware of any apparent material 
misstatements or inconsistencies, we consider the implications for our report. 
 
 
 
Basis of Audit Opinion 
 
In our opinion the financial statements:  
 
■ give a true and fair view, in accordance with UK Generally Accepted Accounting Practice, of the 

state of the Group’s and of the College’s affairs as at 31 July 2012 and of the Group’s surplus of 
income over expenditure for the year then ended;  

 
■ have been properly prepared in accordance with the 2007 Statement of Recommended Practice 

– Accounting for Further and Higher Education Institutions 
 
 
Opinion on other matters prescribed by the revised Joint Audit Code of Practice (Part 1) issued 
jointly by the Skills Funding Agency and the EFA and the Audit Code of Practice issued by the 
Learning and Skills Council 
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LOUGHBOROUGH COLLEGE 
 
Independent auditors’ report to the Corporation of Loughborough College Report of the Auditor 
(continued) 
 

 
 
In our opinion: 
 
 
■ Proper accounting records have been kept, and  
■ The financial statements are in agreement with the accounting records. 
 
 
 

 

 
M J Rowley  
For and on behalf of KPMG LLP, Statutory Auditor 
Chartered Accountants   
One Snowhill 
Snow Hill Queensway 
Birmingham 
B4 6GH  
 
18th December 2012  
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LOUGHBOROUGH COLLEGE 
 
Consolidated income and expenditure account for the year ended 31 July 2012 

 

 
  Note 2012 2011 
   £’000 £’000  
Income 
 Funding Body income 2 16,302 16,838  
 Tuition fees and education contracts 3 4,429 4,067  
 Other income  3,419 3,747  
 Investment income 4 175 132  
    ______ _______ 
 Total income  24,325 24,784  
   ______ _______ 
 
Expenditure 
 Staff costs 5 15,550 15,553  
 Other operating expenses 7 5,911 5,781  
 Depreciation 12 (a) 1,481 1,415  
 Interest and other finance costs 8 102 205  
   ______ _______ 

Total expenditure  23,044 22,954  
   ______ _______ 
 
Surplus on continuing operations prior to 
costs relating to the property strategy   1,281 1,830  
 
 Exceptional costs relating to the property strategy 11 - - 
 
 Transfer to accumulated income within  
 Endowments 14 (4) (1) 
 
Surplus on continuing operations after  
depreciation of fixed assets at valuation,   
exceptional items and disposal of assets   ___________ ___________ 
and tax 22 1,277 1,829 
   _______ _______ 
 
 
The income and expenditure account is in respect of continuing activities. 
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LOUGHBOROUGH COLLEGE 
 
Consolidated statement of historical cost surpluses and deficits for the year ended 31 July 2012 
 

 
 
  Note         2012 2011 
      £’000  £’000 
 
 Surplus on continuing operations 
 after tax 10    1,277 1,829  
 
 Difference between historical cost depreciation 
 and the actual charge for the year calculated  
 on the revalued amount 21    121  55 
 
 Release from revaluation reserve on 
     properties with accelerated depreciation  21                 -  -  
    _______  _______ 
 Historical cost surplus for the year  
 before and after tax   1,398  1,884  
    ___________ ___________ 

 
 
  Consolidated Statement of Total Recognised Gains and Losses 
 
 
  Note 2012 2011 
   £’000         £’000  
 
 Surplus on continuing operations  
 after depreciation of assets at valuation 10 1,277 1,829  
 
 Actuarial gain/(loss) in respect of  
 pension scheme 24 (1,739) 2,082  
 
   _______ _______ 
  
 Total recognised gain relating  
 to the period  (462) 3,911  
     
   ___________ ___________ 

 
  
 
 Reconciliation 
 
 Opening reserves    20,888   16,977  

 Total recognised gain for the year  (462) 3,911  
   _______ _______ 
  
 Closing reserves  20,426  20,888 
   _______ _______ 
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LOUGHBOROUGH COLLEGE 
 
Consolidated balance sheet at 31 July 2012 

 

  
                          Note  2012 2011 
    £’000 £’000 
Fixed assets 
 Tangible assets   12(a)  23,817 22,226  
  

Endowment asset investments  14  327 323 
     

Current assets 
 Stocks    7 5  
 Debtors  15  732 851  
 Short term deposits    6,597 8,027  
 Cash at bank and in hand    3,717 2,714 
     _______ _______ 
     11,053 11,597  
Creditors: amounts falling due  
 within one year  16  (4,269) (4,474)  
     _______ _______ 
Net current assets    6,784 7,123  
     _______ _______ 
Total assets less current liabilities    30,928 29,672  
   

Creditors: amounts falling due more than one year 17  (1,285) (1,419)  
   

Provisions for liabilities   18  (552) (526)  
      _______ _______ 
Net assets excluding pension reserve    29,091 27,727  
  

Net pension liability  24  (5,320) (3,426) 
     _______ _______ 
Net assets    23,771 24,301 
     _______ _______ 
 
Deferred capital grants  19  3,018 3,090  
Endowments                                                             20  327 323 
 

Reserves      
 Income and expenditure account excluding pension reserve  22  20,165 18,612 
 Pension reserve  24  (5,320) (3,426)  
       _______ _______ 
 Income and expenditure account including pension reserve 22  14,845 15,186  
  Revaluation reserve  21  5,581 5,702   
     _______ _______ 
 
Total reserves    20,426 20,888  
     _______ _______ 
Total    23,771 24,301  
     _______ _______ 
 
The financial statements on pages 17 to 44 were approved by the governing body on 13th December             
2012 and signed on its behalf by: 
 
 
 
M Chad-Smith E Winch 
Chairman Principal 
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LOUGHBOROUGH COLLEGE 
 
College balance sheet at 31 July 2012 

 

 Note 2012 2011 
   £’000 £’000  
Fixed assets 
 Tangible assets  12(b) 23,791 22,199  
 Investments 13 - -  
                       _______ ______ 

   23,791 22,199  
 

Endowment asset investments 14 327 323 
 

Current assets 
 Stocks  7 5  
 Debtors 15 1,161 1,243  
 Short term deposits  6,597 8,027  
 Cash at bank and in hand  3,592 2,607  
                       _______ _______ 

   11,357 11,882  
Creditors: amounts falling due   
within one year 16 (4,234) (4,418)  
                       _______ _______ 

Net current assets  7,123 7,464  
                       _______ _______ 

Total assets less current liabilities  31,241 29,986  
 

Creditor: amounts falling due more than  
one year 17 (1,285) (1,419)  
 

Provision for liabilities 18 (552) (526)  
                       _______ _______ 

Net assets excluding pension reserve  29,404 28,041  
 

Net pension liability  24 (5,320) (3,426)  
                                                       _______       _______ 
Net assets  24,084  24,615  
                                                       _______  _______ 
 

Deferred capital grants 19 3,018 3,090  
Endowments                                                                 20 327 323 
 

Reserves 
 Income and expenditure account excluding pension reserve  22  20,478 18,926 
 Pension reserve  24  (5,320) (3,426)  
       _______ _______ 
 Income and expenditure account including pension reserve 22  15,158 15,500  
  Revaluation reserve  21  5,581 5,702   
     _______ _______ 
 

Total reserves    20,739 21,202  
                                                                                                                      _______       _______ 
Total  24,084 24,615  
                                                                                                                      _______        _______ 
The financial statements on pages 17 to 44 were approved by the governing body on 13th December                                                       
2012 and were signed on its behalf by: 
 
 
 
M Chad-Smith  E Winch 
Chairman Principal 
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LOUGHBOROUGH COLLEGE 
 
Consolidated cash flow statement for the year ended 31 July 2012 

 

 
   Note 2012  2011 
   £’000 £’000 
 
Net cash inflow from operating 
activities 25 2,268 2,919  
 
Returns on investments and 26 122 79  

servicing of finance 
    
Capital expenditure and financial  
investment 26 (2,780) (1,579)  
 
Management of liquid resources 26 1,430 (3,008)  
 
Financing 26 (37) 33  
   _______ _______ 
 
(Decrease)/Increase in cash in year  1,003 (1,556)  
   _______ _______ 
 
Reconciliation of net cash inflow to  
movement in net funds 
 
(Decrease)/Increase in cash in year  1,003 (1,556)  
Cash (outflow)/inflow from liquid resources  (1,430) 3,008  
Change in net debt resulting from financing   37 (33)  
   _______ _______ 
 
Movement in net funds in year  (390) 1,419  

  
Net funds at 1 August  9,743 8,324  
   _______ _______ 
 
Net funds at 31 July 27 9,353 9,743  
   _______ _______ 
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LOUGHBOROUGH COLLEGE 
 
Notes forming part of the financial statements for the year ended 31 July 2012 

 

 
1 Accounting policies 
 
 Statement of accounting policies 
 

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

 
 Basis of preparation 
 

These financial statements have been prepared in accordance with the 2007 Statement of 
Recommended Practice (SORP): Accounting for Further and Higher Education and in 
accordance with applicable Accounting Standards. They conform to guidance published in the 
Accounts Direction Handbook 2011/12. 

 
 Basis of accounting 
 

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

 
 Basis of consolidation 
 

The consolidated financial statements include the College and its subsidiary undertakings, 
Loughborough College Enterprises Limited and Loughborough College Properties Limited.  
Inter-group sales and profits are eliminated fully on consolidation.  All financial statements are 
made up to 31 July 2012. 

 
 Recognition of income 

 
The recurrent grant from HEFCE represents the funding allocations 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 Skills Funding Agency adult learner responsive funding element is 
adjusted for and reflected in the level of recurrent grant recognised in the income and 
expenditure account. The final grant income is normally determined with the conclusion of the 
year end reconciliation process with the funding body at the end of November following the 
year end, and the results of any funding audits.. Employer responsive grant income is 
recognised based on a year end reconciliation of income claimed and actual delivery with the 
Skills Funding Agency. 16-18 learner-responsive funding is not normally subject to 
reconciliation and is therefore not subject to contract adjustments.  
 
Other discrete LSC and its successor organisations funds received during the year are taken 
to income as expenditure is incurred in line with the specific terms and conditions attached to 
each fund by the LSC and its successor organisations. 

 
Non-recurrent grants from the LSC and its successor organisations 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 received and includes all 

fees payable by students or their sponsors.   
 

Income from grants, contracts and other services rendered is included to the extent of the 
completion of the contract or service concerned. 
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LOUGHBOROUGH COLLEGE 
 
Notes forming part of the financial statements for the year ended 31 July 2012 

 

 
1 Accounting policies (continued)  

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

 
 Pension Schemes 
 

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

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

 
The asset of the LGPS  is measured using closing market values. LGPS liabilities are 
measured using the projected unit method and discounted at the current rate of return on a 
high quality corporate bond of equivalent term and currency to the liability. The increase in the 
present value of 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. 
 
Further details of the pension schemes are given in note 24. 
 

Enhanced pensions 
 

The actual cost of any enhanced on-going pension to a former member of staff is paid by a 
college annually. An estimate of the expected future cost of any enhancement to the on-going 
pension of a former member of staff is charged in full to the college’s income and expenditure 
account in the year that the member of staff retires. In subsequent years a charge is made to 
provisions in the balance sheet using the enhanced pension spread sheet provided by the  
Skills Funding Agency. 

 
 Tangible fixed assets 
 

a) Land and buildings 
 
The College campus inherited from the Local Education Authority was stated in the balance 
sheet on 1 April 1993 at valuation on the basis of depreciated replacement cost, as the open 
market value for existing use was not readily available.  Other properties, used as College 
hostels were valued at the open market value for existing use.  Buildings acquired since 
incorporation are included in the balance sheet at cost. 
 
Freehold land is not depreciated. 
 
College buildings are depreciated over their useful economic life of 50 years.  Major 
refurbishments to College property have been capitalised at cost and are depreciated over 10 
to 30 years
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LOUGHBOROUGH COLLEGE 
 
Notes forming part of the financial statements for the year ended 31 July 2012 

 

 
1 Accounting policies (continued) 

 
Tangible fixed assets (continued) 

 
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. 
 
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. 
 
Buildings under the course of construction are accounted for at cost, based on the value of 
architects’ certificates and other direct costs, incurred to 31 July. They are not depreciated 
until they are brought into use.  
 
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 meets one of the following 
criteria, in which case it is capitalised and depreciated on the relevant basis: 
 
• Market value of the fixed asset has subsequently improved. 
• Asset capacity increases. 
• Substantial improvement in the quality of output or reduction in operating costs. 
• Significant extension of the asset’s life beyond that conferred by repairs and      
         maintenance. 
 
b) Equipment 
 
Equipment costing less than £1,000 per individual item, unless part of a larger project, is 
written off to the income and expenditure account in the period of acquisition.  All other 
equipment is capitalised at cost.  Inherited equipment from the Local Education Authority is 
included in the balance sheet at valuation (depreciated replacement cost). 
 
All capitalised equipment is depreciated over its useful economic life on a straight line basis as 
follows: 
 
Plant and general equipment - 5 to 10 years 
Motor vehicles - 5 years 
 
Computers are depreciated at between 20% to 33% on a straight line basis or at 70% of 
useful economic life on a reducing balance basis, depending on the type of equipment 
purchased. 
 
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 the income and expenditure account over the expected useful 
economic life of the equipment. 
 

  Leased assets 
 

Costs in respect of operating leases are charged on a straight line basis over the lease term. 
Leasing agreements which transfer to the College substantially all the benefits and risks of 
ownership of an asset (“finance leases”) are treated as if the asset had been purchased 
outright.  The assets are included in fixed assets and the capital elements of the leasing 
commitments are shown as obligations under finance leases.  The lease rentals are treated as 
consisting of capital and interest elements.   

 



               

 25 

LOUGHBOROUGH COLLEGE 
 
Notes forming part of the financial statements for the year ended 31 July 2012 

 

 
1 Accounting policies (continued) 
   
  Leased assets (continued) 
 

    The capital element is applied to reduce the outstanding obligations and the interest element 
is charged to the income and expenditure account in proportion to the reducing capital 
element outstanding.  Assets held under finance leases are depreciated over the shorter of 
the lease term or the useful economic lives of equivalent owned assets.   

 
  Stocks 
 

Stocks are valued at the lower of cost and net realisable value.  Where necessary, provision 
is made for obsolete, slow moving and defective stock. 
 

  Maintenance of premises 
 

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

  Taxation 
 

The College is an exempt charity within the meaning of schedule 2 of the Charities Act 1993 
as amended by the Charities Act 2006 and as such is a charity within the meaning of section 
506(1) of the Income and Corporation Taxes Act 1988 (ICTA 1988). Accordingly, the College 
is potentially exempt from taxation in respect of income or capital gains received within 
categories covered by section 505 of ICTA 1988 or section 256 of the Taxation of Chargeable 
Gains Act 1992, to the extent that such income or gains are applied to exclusively charitable 
purposes. 
 
The College receives no similar exemption in respect of Value Added Tax.  For this reason, 
the College is generally unable to recover input VAT it suffers on goods and services 
purchased.  Non-pay expenditure is therefore shown inclusive of VAT with any partial 
recovery netted off against these figures. 
 
The College’s subsidiary undertakings are subject to corporation tax and VAT in the same 
way as any commercial organisation. 

 
  Investments 
 
    Fixed asset investments are carried at historical cost less any provision for impairment in their 

value.  Current asset investments are stated at the lower of cost and net realisable value. 
 
 Liquid resources 
 
    Liquid resources include sums on short-term deposits with recognised banks, building societies 

and government securities. 
 
  Provisions 
 
    Provisions are recognised when the College has a present legal or constructive obligation as 

a result of a past event, and 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. 
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LOUGHBOROUGH COLLEGE 
 
Notes forming part of the financial statements for the year ended 31 July 2012 (continued) 

 

 
1  Accounting policies (continued) 
 
 Agency arrangements  

 
The College acts as an agent in the collection and payment of Learner Support Funds. 
Related payments received from the main funding body and subsequent disbursements to 
students are excluded from the Income and Expenditure account and are shown separately in 
Note 23, except for the 5 per cent of the grant received which is available to the College to 
cover administration costs relating to the grant. The College employs one member of staff 
dedicated to the administration of Learner Support Fund applications and payments. 

 
    Foreign currency translation 
 

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

 

2 Funding council income 
    
    2012 2011 
   £’000 £’000 
 
   Recurrent grant – EFA/SFA and successor bodies 10,445 11,061  
   Release of deferred capital grants EFA/SFA (note 19) 165 161  
   Non recurrent grant – EFA/SFA and successor bodies 3,001 2,599  
   HE development grant 0 9  
   HEFCE grant 2,691 3,008  
    _______ _______ 
     16,302 16,838  
    _______ _______ 
 
3 Tuition fees and education contracts  
 
   Tuition fees 4,158 3,766  
   Education contracts 271 301 
    _______ _______ 
     4,429 4,067  
    _______ _______ 
 

Included within the above amounts are tuition fees funded by bursaries of £112k (2010/11 
£195k)
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LOUGHBOROUGH COLLEGE 
 
Notes forming part of the financial statements for the year ended 31 July 2012 (continued) 

 

 
    2012 2011 
    £'000   £’000  
4 Investment income 
 
  Bank and building society interest receivable 171 131  
  Endowment investment income (note 20) 4 1  
     _______ _______ 
     175 132  
    _______ _______ 
5 Staff costs 
 
  The average number of persons (including directors and senior postholders) employed by the 
  College during the year, expressed as full-time equivalents, was: 
 
    2012 2011 
    Number   Number  
 
  Teaching staff 192 207  
  Non teaching staff 339 330  
     _______ _______ 
     531 537  
    _______ _______ 
 
 Staff costs for the above persons 
    2012 2011 
    £'000     £'000 
                                                                                             
  Wages and salaries 12,831 12,886  
  Social security costs 873 878  
  Other pension costs (including FRS 17 adjustments of  1,626 1,472  
    £135,000 – 2011 - £132,000) ______ ______ 
    15,330 15,236  
 
  Contracted out staffing services 220 317  
     _______ _______ 
     15,550 15,553  
    _______ _______ 
 

 The number of staff, directors and senior post holders (including the Principal) who received 
emoluments including pension contributions, in the following ranges was: 

    2012 2011 
    Number Number 

 

 £50,001 to £60,000 12 - 
 £60,001 to £70,000  3 3 
 £90,001 to £100,000 1 1
 £130,001 to £140,000 - - 

£140,001 to £150,000 1 1 
   ___________ ___________ 

   17 5 
   _______ _______ 

   
  There were no other staff with emoluments greater than £50,000. 
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LOUGHBOROUGH COLLEGE 
 
Notes forming part of the financial statements for the year ended 31 July 2012 (continued) 

 

 
6  Emoluments of directors and senior post-holders (including the Principal) 
 

 Senior post holders are defined as the Principal and holders of the other senior posts whom the 
Board has selected for the purposes of the articles of government of the College relating to the 
appointment and promotion of staff.  The number of senior post holders including the Principal 
was two (2011: three). 

 

 Senior post holders’ emoluments are as follows: 
    2012 2011 
    £ £ 
    

  Salaries 212,734 241,905  
  Pension contributions 31,055 34,463  

    _______ _______ 
  243,789 276,368 
  _______ _______ 
  

 The above emoluments include amounts payable to the Principal (who is also the highest paid 
senior post holder) of: 
  2012 2011 
  £ £ 
 

  Salaries 126,827 124,279  
  Pension contributions 17,882 17,523  

  _______ _______ 
    144,709 141,802  
    _______ _______ 
 

 Pension contributions for senior post holders are paid at the same rate as for other employees. 
  

 The Members of the Corporation other than the Principal, directors and staff members did not 
receive any payment from the College other than the reimbursement of travelling expenses 
incurred in the performance of their duties. 

 
7 Other operating expenses 
 
    2012 2011 
    £'000   £’000  
 
  Teaching costs 1,950 1,901  
  Non teaching costs 2,986 2,957  
  Premises costs 975 923  
     _______ _______ 
     5,911 5,781  
    _______ _______ 
 

Other operating expenses include: 
 
Auditors’ remuneration:   
 - financial statements audit 19 19  
 - internal audit 16 14  
 - other audit services 7 10  
Hire of other assets - operating leases 56 32  

  (Profit)/Loss on disposal of fixed assets (0) (18)  
  _______ _______ 
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LOUGHBOROUGH COLLEGE 
 
Notes forming part of the financial statements for the year ended 31 July 2012 (continued) 

 

 
8  Interest and other finance costs   2012 2011 

     £’000 £’000 
 
 Loan interest                 53    53      
 Pension finance costs (note 24)   49 152 
     _______ _______ 
      
     102 205 
     _______ _______ 

9 Taxation 
 

The members do not believe either the College or its subsidiaries were liable for any corporation 
tax arising out of their activities during this year, or the previous year. 

 
10 Surplus on continuing operations for the year 
 
  The surplus on continuing operations for the year is made up as follows: 
 
 2012 2011 
 £’000 £’000 
  
 College's surplus for the year 1,200 1,737  
 Surplus generated by subsidiary undertakings 77 92   
  _______ _______ 
 
  1,277 1,829  
  _______ _______ 
  
11 Property strategy costs 
  
 Accelerated depreciation - - 
 Property strategy costs - - 
 Grant support for property strategy costs (note 19) - - 
  _______ _______ 
 
  - - 
  _______ _______ 
 

During the course of 2008 the Governors approved a large capital restructuring project.  This 
resulted in the College reviewing its accounting estimate of useful economic life in relation to 
certain buildings.  The useful economic life of some of these buildings was subsequently 
revised, resulting in exceptional depreciation. The College envisages the property strategy as it 
is developed will result in accelerated depreciation in future years as the site is developed 
building by building. 
 
During 2011 the Governors have approved that the College embarks on the next phase of 
reconstruction of its social space and have been formulating plans to build another building in 
the next 18 months. The College is hoping to secure funding to offset some of these costs and, 
as in the past, will be using some of the grant support to develop the property strategy. 
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Notes forming part of the financial statements for the year ended 31 July 2012 (continued) 

 

 
12(a) Tangible fixed assets - Consolidated  
    
     
 Buildings In Land and   
 Construction Buildings Equipment Total 
 £’000 £’000 £’000 £’000 
     

Cost or valuation     
At 1 August 2011 - 34,716 6,664 41,380 
Additions 1,327 992 755 3,074 
Disposals -              (135) (229) (364) 
 _____________ _____________ _____________ _____________ 

At 31 July 2012 1,327 35,573 7,190 44,090 
 _____________ _____________ _____________ _____________ 

     
Depreciation     
At 1 August 2011 - 14,037 5,117 19,154 
Charge for year - 765 716 1,481 
Disposals -              (135) (227) (362) 
 _____________ _____________ _____________ _____________ 

At 31 July 2012 - 14,667 5,606 20,273 
 _____________ _____________ _____________ _____________ 

     
Net book value     
At 31 July 2012 1,327 20,906 1,584 23,817 
 _____________ _____________ _____________ _____________ 

At 31 July 2011 - 20,679 1,547 22,226 
 _____________ _____________ _____________ _____________ 

     
 



           

31 

LOUGHBOROUGH COLLEGE 
 
Notes forming part of the financial statements for the year ended 31 July 2012 (continued) 

 

 
12(b) Tangible fixed assets – College 
 
     
 Buildings In Land and   
 Construction Buildings Equipment Total 
 £’000 £’000 £’000 £’000 
     
Cost or valuation     
At 1 August 2011 - 34,356 6,647 41,003 
Additions 1,327 992 755 3,074 
Disposals -             (135)   (229) (364) 
 _____________ _____________ _____________ _____________ 

At 31 July 2012 1,327 35,213 7,173 43,713 
 _____________ _____________ _____________ _____________ 

     
Depreciation     
At 1 August 2011 - 13,704 5,100 18,804 
Charge for year - 764 716 1,480 
Disposals - (135) (227) (362) 
 _____________ _____________ _____________ _____________ 

At 31 July 2012 - 14,333 5,589 19,922 
 ____________ _____________ _____________ _____________ 

     
Net book value     
At 31 July 2012 1,327 20,880 1,584 23,791 
 _____________ _____________ _____________ _____________ 

At 31 July 2011 - 20,652 1,547 22,199 
 _____________ _____________ _____________ _____________ 

     
 
  Land and buildings were valued at depreciated replacement cost by Leicestershire County 

Council Department of Property for the purpose of vesting on 1 April 1993.  Other tangible fixed 
assets inherited from the Local Education Authority at incorporation have been valued on a 
depreciated replacement cost basis with the assistance of independent professional advice. 

 
  Land and buildings with a net book value of £5,190,000 (2011: £5,225,000) have been funded 

from Local Authority sources.  Should these assets be sold, the College would have to use them 
in accordance with the Financial Memorandum with the LSC and its successor organisations.  If 
inherited assets had not been valued they would have been included at nil cost.   

 
  During the year the college embarked on a major £3,500,000 refurbishment of two residential 

halls and one of which was completed during the year. The other residence is included as an 
asset in construction and is due for completion late 2012 and included in debtors is also an 
advance payment of £265,000 relating to it. 
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Notes forming part of the financial statements for the year ended 31 July 2012 (continued) 

 

 
13 Investments 
 
  The College controls both the £1 issued shares of Loughborough College Enterprises Limited, 

whose principal business activity is the provision of training and education, and Loughborough 
College Properties Limited, whose principal business activity is the development and rental of 
property.  Both companies are incorporated in England and Wales. 

 
14 Endowment assets 
    

 Group & 
College 2012 

Group & 
College 2011 

   

 £’000 £’000 

   
Balance at 1 August 2011 323 322 
 
New endowment invested 

 
- 

 
- 

 
Increase/(decrease) in market 
value of investments 

 
- 

 
- 

 
Interest earned on cash 
balances held for endowment 
funds 4 

 
 
 

1 
   
 

  

Balance at 31 July  327 323 
 

  

   

Represented by:   
   
Short term investments 327 323 

 
 

In August 2005, Leicestershire County Council transferred to Loughborough College, the funds it 
had been holding and investing in respect of the proceeds realised on the sale of the 
Loughborough Technical College site. These funds are now administered by the College under 
the Loughborough College Educational Trust, a registered charity. The Scheme rules dated 6 
June 2007 sets out how the charity will be governed, the objects of the charity as well as the use 
of the income and capital belonging to the Trust. 
 
The College has considered the nature and purpose of this fund in the base year and considers 
it more appropriate to classify it as an endowment in line with the 2007 FE and HE SORP. 
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LOUGHBOROUGH COLLEGE 
 
Notes forming part of the financial statements for the year ended 31 July 2012 (continued) 

 

 
15 Debtors 
 
          Consolidated  
    Corporation  Corporation College College 
    2012 2011 2012 2011 
    £’000 £’000 £’000 £’000 
 
  Trade debtors 274 725 270 666  
  Amounts due from subsidiary undertakings 80 - 513 451  
  Prepayments and accrued income 51 52 51 52  
  Prepaid Asset In construction 265 - 265 - 
  Other debtors 62 74 62 74  
    _______ _______ _______ _______ 
    732 851 1,161 1,243  
    _______ _______ _______ _______ 
 

  
Amounts due from subsidiary undertakings include £335,000 (2011: £335,000) in respect of a 
loan to Loughborough College Properties Limited, which is due after one year.   Interest accrues 
daily and is paid six monthly at the rate of one percent below the varying base lending rate of 
the Royal Bank of Scotland. The loan or any part thereof may be repaid at any time, with the 
final date for repayment being 1 December 2021. The prepaid amount of £265,000 relates to 
building in construction that is now due for completion late 2012. 

 
16 Creditors: amounts falling due within one year 
 
                         Consolidated 
    Corporation  Corporation College College 
    2012 2011 2012 2011 
    £’000 £’000 £’000 £’000 
 
  Bank loan < 1 Year  24 22 24 22 
  Payments received in advance 1,629 1,867 1,604 1,821  
  Trade creditors 770 911 770 909  
  Other taxation and social security 500 586 493 579  
  Other creditors < 1 year 283 234 283 234  
  Accruals 1,048 839 1,045 838 

Other Loans < 1 year 15 15 15 15 
    _______ _______ _______ _______ 
    4,269 4,474 4,234 4,418 
    _______ _______ _______ _______ 
 

 Payments received in advance at 31 July 2012 include £429,000 from the Skills Funding Agency 
(2011: £310,000).   
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Notes forming part of the financial statements for the year ended 31 July 2012 (continued) 

 

 
17 Creditors: amounts falling due more than one year 
    
     Consolidated 
    Corporation  Corporation College College 
    2012 2011 2012 2011 
    £’000 £’000 £’000 £’000 
 

 Bank loan > 1 Year 898 922 898 922  
 Other creditors > 1 Year 363 458 363 458 
Other Loans > 1 Year 24 39 24 39  

    _______ _______ _______ _______ 
    1,285 1,419 1,285 1,419  
    _______ _______ _______ _______ 
 
 The bank loan and other creditors are repayable as follows: 
    
         Consolidated 
    2012 2012 2011 2011 
    £’000 £’000 £’000 £’000 
    Other creditors Loan Other creditors Loan 
 
 In one year or less 85 39 63 37  
 Between one and two years 85 41 64 40  
 Between two and five years 255 92 192 103  
 In five or more years 23 789 214 818  
    _______ _______ _______ _______ 
    448 961 533 998  
    _______ _______ _______ _______ 
 
 In 2008, the College secured a £1,000,000 25 year term loan with its bank to fund the phase 1 of 

the property rebuilding programme. Capital repayments are made quarterly and interest is payable 
on the loan at a fixed rate of interest. During the year, the college received an interest free 5 year 
loan of £62,000 repayable quarterly for an energy efficiency capital project. 

 
18 Provision for liabilities  
 
 Consolidated Corporation and College                                                             

Enhanced 
Pensions 

£’000 
 

   At 1 August 2011                                  526   
   Expenditure in the year                  (41) 
        Transferred from income and expenditure account         67 
            ______ 
 At 31 July 2012             552 
            ______  
        

The enhanced pension provision relates to the cost of staff who have already left the College’s 
employment.  The provision has been recalculated in accordance with guidance issued by the 
Skills Funding Agency. 
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Notes forming part of the financial statements for the year ended 31 July 2012 (continued) 

 

 
18 Provision for liabilities (continued) 

 
The principal assumptions for this calculation are: 
 

 2012 2011 
Price inflation 4.2% 5.4% 
Discount rate 2.2% 3.0% 
   
   

19    Deferred capital grants 
 
 Consolidated Corporation and College 
   
    
 LSC and 

successor  
organisations 

 
 

Other 

 

 Grants Grants Total 
 £’000 £’000 £’000 
    
At 1 August 2011        2,567         523     3,090 
Cash receivable            84         208 292 
Release to income and expenditure account           (165) (199) (364) 
Release on aborted capital project (note 11)           -             - - 
 ____________ ____________ ____________ 

At 31 July 2012 2,486 532 3,018 
 ____________ ____________ ____________ 

 
 
20    Endowments 

  Group and 
College  

2012 

Group and 
College 

 2011 

  Restricted Restricted 

  Permanent Permanent 

  £’000 £’000 

At 1 August 2011     
Capital 
Accumulated income 

 57 
266 

57 
265 

 323 322 
 

Net income not yet distributed  4 1 
Movement in valuation of funds   - - 
  

  

Balance at 31 July 2012  327 323 
  

  

    
Representing:    
Loughborough College 
Education Trust 

  
327 

 
323 

Prize funds  - - 
  

  

Total  327 323 
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LOUGHBOROUGH COLLEGE 
 
Notes forming part of the financial statements for the year ended 31 July 2012 (continued) 

 

 
21 Revaluation reserve 
 
 Consolidated Corporation and College 
     2012   2011 
     £’000   £’000 
 
  At 1 August 5,702 5,757  
   
  Transfer from revaluation reserve to income 
   and expenditure account reserve in respect of:  
   Depreciation on revalued assets (121) (55)  
   Exceptional depreciation - -  
    _______ _______ 
     At 31 July 5,581 5,702  
    _______ _______ 
 
22 Movement on general reserves 
  
            Group College          Group        College 
    2012 2012 2011 2011 
    £’000 £’000 £’000 £’000 
   
       Income and expenditure account reserve 
       At 1 August  15,186 15,500 11,220 11,535  
   
 Surplus retained for the year 1,277 1,276 1,829 1,828 
 Transfer from the revaluation reserve 121 121 55 55 
 Actuarial gain/(loss) in respect of   
        pension scheme      (1,739) (1,739) 2,082 2,082 
    _______ _______ _______ _______ 
 At 31 July 14,845 15,158 15,186 15,500 
    _______ _______ _______ _______ 
 
 Balance represented by: 
 Pension reserve (5,320) (5,320) (3,426)  (3,426)  
 Income and expenditure account reserve 
 excluding pension reserve 20,165 20,478 18,612 18,926  
    _______ _______ _______ _______ 
 At 31 July 14,845 15,158  15,186 15,500  
    _______ _______ _______ _______ 
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Notes forming part of the financial statements for the year ended 31 July 2012 (continued) 

 

 
 
23 Learner support funds 
    2012 2011 
    £’000 £’000 
 
  Access funds 
 
  Funding Body grants 420 227  
  Interest earned 1 1  
    _______ _______ 
 
    421 228  
  Disbursed to students (379) (219)  
  Administration costs (20) (9)  
    _______  _______ 
 
 Balance unspent at 31 July 22 - 
 _______ _______ 

     
   

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 have 
therefore been excluded from the income and expenditure account, other than when the College 
has directly incurred expenditure itself. 

 

 



               

 38 

LOUGHBOROUGH COLLEGE 
 
Notes forming part of the financial statements for the year ended 31 July 2012 (continued) 

 

 
24 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 Local Government 
Pension Scheme (LGPS) for non-teaching staff, which is managed by Leicestershire County 
Council.  Both are defined benefit schemes.   
 
Total pension cost for the year    2012  2011 
     £’000 £’000 

 
Teachers Pension Scheme: contributions paid  849 702 
Local government pension scheme    
    Contributions paid  717 672 
    FRS 17 charge  135 122 
  _______ ______ 
Charge to the income and expenditure account (staff costs)  1,701 1,496 
Enhanced pension charge to Income and Expenditure    
Account (staff costs)  (75) (24) 
  ___________ ___________ 

  1,626 1,472 
  ___________ ___________ 

 
The pension costs are assessed in accordance with the advice of independent qualified actuaries.  
The latest actuarial valuation of the TPS and the LGPS was dated 31 March 2007. 
 
Contributions amounting to £181,000 (2011: £175,000) were payable to the schemes at 31 July 
and are included within creditors. 

 
(a) Teachers’ Pension Scheme   
 
  The TPS is an unfunded defined benefit scheme.  Contributions on a ‘pay as you go’ basis 

are credited to the exchequer under arrangement governed by the Superannuation Act 1972.   
 
  The pensions cost is assessed no less than every four years in accordance with the advice of 

the Government Actuary.  The assumptions and other data that have the most significant 
effect on the determination of the contribution levels are as follows: 

 
  Latest actuarial valuation 31 March 2004 
  Actuarial method Prospective benefits 
  Investment returns per annum 6.5 per cent per annum 
  Salary scale increases per annum 5.0 per cent per annum 
  Notional value of assets at date of last valuation £162,650 million 
 
  Proportion of members’ accrued benefits covered 
  by the notional value of the assets 98.88% 
 
  Following the implementation of Teacher’s Pension (Employers’ Supplementary 

Contributions) Regulations 2000, the Government Actuary carried out a further review on the 
level of employer contributions.  For the period from 1 August 2011 to 31 July 2012 the 
employer contribution was 14.1%.  The employee rate was 6.4% for the period to 31st March 
2012 with rates between 6.4% and 8.8% depending on the member’s salary from 1st April 
2012..  An appropriate provision in respect of unfunded pensioners’ benefits is included in 
provisions. 
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24 Pension and similar obligations (continued) 
 
 (a) Teachers’ Pension Scheme (continued)  
 

(i) FRS 17 
 

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

 
  Accordingly, the College has taken advantage of the exemption in FRS 17 and has accounted 

for its contributions to the scheme as if it were a defined contribution scheme.  The College 
has set out above the information available on the scheme and the implications for the 
College in terms of the anticipated contribution rates. 

 
 (b) Local Government Pension Scheme 
 

The LGPS is a funded defined benefit scheme, with the assets held in separate funds 
administered by Leicestershire County Local Authority.  The total contributions made for the 
year ended 31 July 2012 was £1,019,000 of which employer’s contributions totalled to 
£717,000 and employees’ contributions totalled £302,000. The agreed contribution rates for 
future years are 16.0% for employers and range from 5.5% to 7.5% for employees, depending 
on salary. 

 
 (i) FRS 17  
 

                  Principal Actuarial Assumptions 
 
 At 31 July 

2012 
At 31 July 

2011 
Rate of increase in salaries 4.5% 5.0% 
Rate of increase for pensions in payment - CPI 
Rate of increase for pensions in payment - RPI 

2.2% 
- 

2.7% 
- 

Discount rate for scheme liabilities 4.4% 5.3% 
Commutation of pensions to lump sums Pre 2008 50% 50% 
Commutation of pensions to lump sums Post 2008 75% 75% 

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

 
 At 31 July 

2012 
At 31 July 

2011 
Retiring today   
Males 20.9 20.9 
Females 23.3 23.3 
Retiring in 20 years   
Males 23.3 23.3 
Females 25.6 

 
25.6 

 
  
 



               

 40 

 
 
 
 
 
LOUGHBOROUGH COLLEGE 
 
Notes forming part of the financial statements for the year ended 31 July 2012 (continued) 

 

 
24 Pension and similar obligations (continued) 
 

(b) Local Government Pension Scheme (continued) 
 
 The assets and liabilities in the scheme and the expected rates of returns were: 
 Long term rate Value at Long term rate Value at 
 of return expected 31 July of return expected 31 July 
 at 31 July 2012 2012 at 31 July 2011 2011 
 £’000  £’000 
 Equities 5.5% 9,143 7.1% 9,631  
 Bonds 2.8% 2,220 4.7% 864 
 Property 3.7% 1,437 5.1% 1,482  
 Cash 2.8% 261 4.0% 370  
    _________  ________ 
 Total market value of assets   13,061  12,347 
     
 Present value of scheme liabilities                (18,381)  (15,773) 
   

       

                                                                   
 Deficit in the scheme                                      (5,320)    (3,426)  

   

 
 Analysis of the amount charged to income and expenditure account 
  
  2012  2011 
 £'000 £’000 
 Employer service cost 851 794  
 Past service cost - -  
  _____ _____ 
 
 Total operating charge 851 794  
  _____   _____  
  Analysis of pension finance income   
 Expected return on scheme assets 834 770  
 Interest on pension liabilities (855) (890)  
  _____ _____ 
 
 Pension finance cost (21) (120)  
 _____ _____ 
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24 Pension and similar obligations (continued) 
 

(b) Local Government Pension Scheme (continued) 
 
 Amount recognised in statement of total recognised gains and losses (STRGL) 
 
 2012 2011 
 £'000 £’000 
  Actual return less expected return on pension scheme  (719) 255 
 Change in financial and demographic assumptions  
 underlying the scheme liabilities - -  
 
 Actuarial gain/(loss) in pension plan recognised (1,020) 1,827 
  _____ _____ 
  
 Actuarial gain recognised in STRGL (1,739) 2,082  

                _____  _____ 
 
In its June 2010 budget, the government announced that it intended for future increases in 
[public sector/ occupational] pension schemes to be linked to changes in the Consumer Prices 
Index (CPI) rather than, as previously, the Retail Price Index (RPI). The College has considered 
the Local Government Pension Scheme rules and associated members’ literature and 
concluded that, as a result, a revised actuarial assumption about the level of inflation indexation 
was made, with the resulting gain recognised through the Statement of Total Recognised Gains 
and Losses (‘STRGL’). 

 
 2012 

£’000 
2011 
£’000 

  Movement in deficit during year 
 

Deficit in scheme at 1 August (3,426) (5,266) 

Movement in year:   
 Employers service cost (net of employee contributions) (851) (794) 
 Employer contributions 717 672 
 Net return on assets         (21) (120) 
 Actuarial gain/(loss)          (1,739) 2,082 
 ________ ________ 
Deficit in scheme at 31 July (5,320) (3,426) 
 ________ ________ 
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24 Pension and similar obligations (continued) 

 
(b) Local Government Pension Scheme (continued) 
 

 Asset and Liability Reconciliation 
 

 2012 
£’000 

2011 
£’000 

Reconciliation of Liabilities 
 

  

Liabilities at start of period 15,773     16.291 
Service cost 851          794 
Interest cost 855          890 
Employee contributions 302          297 
Experience (gains) and losses on scheme liabilities 1,020      (1,827) 
Benefits paid (420)       (672) 
Past service gain - - 
 ________ ________ 
Liabilities at end of period 18,381 15,773 
 ________ ________ 
Reconciliation of assets   
Assets at start of period 12,347 11,025 
Expected return on assets 834 770 
Actuarial Gain (719)           255  
Employer contributions 717 672 
Employee contributions 302 297 
Benefits paid (420) (672) 

 ________ ________ 
Assets at end of period 13,061 12,347 
 ________ ________ 

 
(i) FRS 17 (continued) 

  
 History of experience gains and losses  
 2012 2011 2010 2009 2008 
 £’000 £’000 £’000 £’000 £’000 
 Difference between the expected  
 and actual return on assets (719) 255 721 (2,220) (1,641)  
 Value of assets 13,061 12,347 11,025 9,019 9,907  
 % of scheme assets (5.5%) 2.1% 6.5% (24.6%) (16.6%) 
 
 Experience gains and losses on  
 scheme liabilities (167) 560 - - 18  
 Present value of liabilities 19,764 15,773 16,291 14,709 11,631 
 % of scheme liabilities (0.8%) 3.6% - - 0.2%  
 Total amount recognised in statement of 
 total recognised gains and (losses) (3,122) 2,082 817 (3,891) (1,058)  
 Total present value of liabilities 19,764 15,773 16,291 14,709 11,631  
               % of scheme liabilities (15.8%) 13.2% 5.0% (26.4%) (9.1%)  
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25 Reconciliation of operating surplus to net cash inflow from operating activities 

 
    2012 2011 
    £’000 £’000 
 
   Surplus on continuing operations after depreciation 
   of assets at valuation and tax 1,277 1,829  
   Depreciation 1,481 1,415  
   Loss on disposal of fixed assets 0 18  
   Deferred capital grants released to income (364) (412)  
   Pension cost less contributions payable 155 210 
   Increase in debtors 119 (170) 
   decrease in creditors (302) 176  
   Increase in provisions 26 (70) 
   Investment income (175) (132)  
   Interest payable 53 53 
   Increase in stocks (2) 2  
    _______ _______ 
   Net cash inflow from operating activities 2,268 2,919  
    _______ _______ 
 
26  Analysis of cash flow for headings netted in the cash flow statement 
    2012 2011 
    £’000 £’000 
  Returns on investments and servicing of finance157 
  Interest received 175 132  
  Interest paid (53) (53)  

    _______ _______ 
  Net cash inflow from returns on investments  
  and servicing of finance 122 79  

   _______ _______ 
  Capital expenditure and financial investment 
  Purchase of tangible fixed assets (3,074) (2,177)  
  Proceeds from sale of fixed assets 2 21  
  Deferred capital grants received 292 577  
    _______ _______ 
  Net cash outflow from capital expenditure 
    and financial investment (2,780) (1,579)  

   _______ _______ 
  Management of liquid resources 
  Decrease in deposits (1,430) 3,008  
    _______ _______ 

  Net cash inflow from management of liquid resources (1,430) 3,008  
   _______ _______ 

  Financing 
   
  Repayment of amounts borrowed (37) (29)  

Loan Fund 0 62 
    _______ _______ 
  Net cash inflow/(outflow) from financing                                                      (37)            33  

   _______ _______ 
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27 Analysis of changes in net funds 
    At  At 
    1 August Cash 31 July 
    2011 flows 2012 
    £’000 £’000 £’000 
 
  Cash at bank and in hand 2,714 1,003 3,717  
  Short term deposits 8,027 (1,430) 6,597 
  Debt due after one year (998) 37 (961) 
    _______ _______ _______ 
 
  Total 9,743 (390) 9,353 
    _______ _______ _______ 
 
28 Capital commitments  2012 2011 
    £'000 £'000 
 
  Commitments contracted for at 31 July 1,083 3,719  
   _______ _______ 
 

In 2011 this is in respect of the White Flats accommodation block rebuild / refurbishment of Elite 
Athletes Performance Centre (£3,554,000) and resurfacing car parks (£165,000). For 2012 the 
Whites Flat were delayed and there still are commitments of £1,038,000 and other capital works 
of £45,000  

 
 
29 Financial commitments 
 
  The College had annual commitments under non-cancellable operating leases as follows: 
   
    2012 2011 
    Land and  Land and  
    buildings Other buildings Other 
    £’000 £’000 £’000 £’000 
 
  Expiring within one year - 1 - 4 
  Expiring between two and five years - 44 - 36 
    _______ _______ _______ _______ 
    - 45 - 40 
    _______ _______ _______ _______ 
 
 
30 Related party transactions 
 
Owing to the nature of the College’s operations and the composition of the Corporation (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 Corporation may have an interest.  All transactions involving 
organisations in which a member of the Corporation may have an interest are conducted at arms length 
and in accordance with the College’s financial regulations and normal procurement procedure.  No 
transactions were identified which should be disclosed under Financial Reporting Standard 8 ‘Related 
Party Disclosures’. 
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