Ny 7 EAST
I "/ SUSSEX
- COLLEGE
GROUP

Report and Financial Statements
For the year ended 31 July 2018



East Sussex College Group
Members ' report and financial statements
For the year ended 31 July 2018

Key Management Personnel, Board of Governors and Professional advisers
Key management personnel

Key management personnel are defined as members of the College Leadership Team and were represented by the
following in 2017/18:

Clive Cooke - Principal and CEO; Accounting officer

Biram Desai - Chief Financial Officer

Dan Shelley - Executive Director, Strategic Partnerships and Engagement
James Sharpe - Principal, East Sussex College Hastings

Rebecca Conroy - Principal, East Sussex College Eastbourne

Fred Carter - Principal, East Sussex College Lewes

Principal Place of Business
East Sussex College Group
Cross Levels Way
Eastbourne

BN21 2UF

Board of Governors

Afulllist of Governors is given on pages 14 to 17 of these financial statements.

Mrs S Connerty acted as Clerk to the Board throughout the period.

Professional advisers

Financial statements auditor MAZARS LLP

and regularity reporting Times House, Throwley Way,
accountants: Sutton, Surrey, SM1 4JQ
Internal auditors RSM UK

2" floor, Springpark House, Basing View,
Basingstoke, RG21 4HG

Solicitors Veale Wasbrough Vizards LLP
Barnards Inn, 86 Fetter Lane,
London, EC4A 1AD

Bankers Barclays Bank plc,
Business Banking, Level 28, 1 Churchill Place,
London, Ea4 5sHP



East Sussex College Group
Members’ report and financial statements
For the year ended 31 July 2018

Members’ report and financial statements

Contents

Key Management Personnel, Board of Governors and Professional Advisors 2
Board Members’ Report 4
Operating and Financial Review 4
Statement of Corporate Governance and Internal Control 14
Statement on Regularity, Propriety and Compliance pLi!
Statement of the Responsibilities of the Members of the Board 22
Independent Auditor’s Report to the Board of East Sussex College Group 23
Independent Auditor’s Report on Regularity, Propriety and Compliance ‘ 25
Consolidated Statements of Comprehensive Income 27
Consolidated and College Statement of Changes in Reserves 28
Consolidated and College Balance Sheets 29
Consolidated Statement of Cash Flows 30
Notes to the Accounts 31-53



East Sussex College Group
Members ' report and financial statements
For the year ended 31 July 2018

Board Members’ Report

Operating and Financial Review

NATURE, OBJECTIVES AND STRATEGIES
The members present their report and the audited financial statements for the year ended 31 July 2018.
Legal status

The Board of East Sussex College Group is an exempt charity for the purposes of the Charities Act 1993 as amended
by the Charities Act 2011. The College’s former name was Sussex Coast College Hastings and the name change was
approved by the Department of Education with effect from 16™ April 2018.

On March 29™ 2018 the assets and liabilities of Sussex Downs College were transferred to Sussex Coast College
Hastings on the merger of the two organisations.

Vision and Mission
The College’s vision and mission are contained in the Strategic Plan 2018-21 as follows -

The vision is: "Be the undisputed centre of excellence for education and skills in East Sussex, renowned for leading
transformation and innovation in pedagogy, inspiring people and employers to perform to their full potential and
prosper with confidence in any community worldwide.”

The mission is: “Provide outstanding, responsive and viable A level, professional and technical learning enabling
excellent progression opportunities for people and communities to achieve their ambitions and aspire to new
challenges.”

Public Benefit

East Sussex College Group is an exempt charity under the Part 3 of the Charities Act 2011 and from gth November
2016 is regulated by the Secretary of State for Education as Principal Regulator for all FE Boards in England
(previously Secretary of State for Business, Innovation and Skills). The members of the Governing Body, who are
trustees of the charity, are disclosed on pages 14 to 17. In setting and reviewing the College’s strategic objectives,
the Governing Body has had due regard for the Charity Commission’s guidance on public benefit and particularly
upon its supplementary guidance on the advancement of education. The guidance sets out the requirement that all
organisations wishing to be recognised as charities must demonstrate, explicitly, that their aims are for the public
benefit. In delivering its mission, the College provides the following identifiable public benefits through the
advancement of education:

e High-quality teaching

e Widening participation and tackling social exclusion
e  Excellent employment record for students

e Strong student support systems

e Links with employers, industry and commerce.
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Implementation of strategic plan

The current strategic plan covers the period 2018-21 and the Board monitors the performance of the College against
this plan. The College’s strategic priorities are:

1. Standards - Improve dramatically the quality of the learning experience, stimulating students to excel in their
studies irrespective of their starting point, and ensuring exceptional progression to university, higher levels of study
or sustainable employment regionally or nationally.

2. Sustainability — Achieve financial strength, enabling maximum investment in passionate and high performing
people, great resources and innovative buildings and ensuring the capability for rapid growth.

3. Strategic Partnerships - Boost participation in world class education and skills training, designing exciting
programmes and 21st century career pathways for our distinctive and diverse communities. To co-create with key
partners new, inspiring buildings with cutting-edge resources. To pursue strategic options for federation, merger and
new campus development with post- 16 providers, and acquisition within the private sector.

The College's specific objectives within the Strategic Plan are:

o Create a fantastic student experience, firmly locking high expectations, extensive and differentiated support
and challenge into everyday practices, inspiring students to perform to their full potential and maximising
progression.

e Transform teaching, learning and outcomes to be world class, with outstanding curriculum areas in each
college and Sussex Skills Solutions, and exceptional progression to university, higher levels of study or
sustainable employment regionally and nationally.

e Create state-of-the-art, accessible campuses at Eastbourne, Hastings, Lewes and Newhaven, renowned for
exceptional education and skills training that targets local and national skills priorities, benefitting both
students’ careers and regional businesses prosperity.

e Deliver a dynamic curriculum that is (i) financially strong and sustainable, (ii) committed to inclusivity, (iii)
designed to close 21st century skills gaps and inspire students to pursue their career aspirations, and (iii)
marketed imaginatively throughout the region to grow rapidly student numbers and market share. This
four-dimensional design will expand student numbers, funding and commercial income, delivering strong
financial health for East Sussex College and affording further investment in our students, people and
resources.

e Modernise core systems so they are cutting edge, consistent, accessible and embedded across all of our
colleges, transforming efficiency. We will be digital by default across our extensive curriculum portfolio and

_ throughout our business services.

e Invest continuously in our most precious asset — our own people. We'll recruit, develop and retain the very
best people, celebrate outstanding performance and cultivate our colleges into being great places to work.

e Reimagine partnerships with key employers who will support the transformation of our extensive curriculum
by playing a crucial role in the design and delivery of skills-based training.

e Reimagine partnerships with schools, colleges and other providers by actively exploring new strategic
structures regionally that will futureproof the area’s post-16 sector and its transformational impact upon
social mobility and economic prosperity.

e Forge strong and secure partnerships with ambitious schools and employers regionally, thereby expanding
dramatically student numbers at our colleges from the distinctive and diverse communities we proudly
serve.

e Revolutionise our campuses at Eastbourne, Lewes and Newhaven, creating accessible and inspirational
buildings with cutting-edge resources, and co-locating and sharing business services as a direct result of
unique partnerships with highly valued and trusted regional partners.
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Financial objectives

The College Group continues to focus on delivering financial outcomes in line with the Strategic Priorities and
Objectives noted above. This is accompanied by the timely delivery of quarterly returns to the Transaction Unit
(and other conditions set out in the associated grant and loan agreements), alongside maintaining high quality
relationships with key financial stakeholders such as the ESFA, Barclays Bank, auditors etc. ‘

Other Financial Objectives include:
a) Providing financial and non-financial returns on time and in the agreed format.
b) Ensuring all returns requiring certification by auditors are unqualified.

) Providing advice, guidance and training to staff, management and governors on funding, funding
methodologies, budgeting and the College’s financial position.

d) Providing adequate information to ensure that staff, management and governors are kept up to date with
the financial position of the College.

e) Generating sufficient funds to ensure that the College can invest in the new technologies and equipment
required to support learning programmes and College administration.

f)  Generating sufficient funds to ensure that the College’s specified programme of planned maintenance can
be undertaken.

9) Ensure adequate procedures are in place to protect assets from loss, theft and neglect.

These objectives are consistent with and support the strategic plan.

Performance indicators

Learner Number growth and achievement of funding targets:

The College achieved 100.7% of its funding allocation for 16-18 learners and achieved 103.8% of its Adult Education
Budget.

Learner Success rates:

Headline timely success rates for 16-18 for 2017-18 stands at 79.9% compared to 83.8% in the previous year, whilst
headline timely success rates for 19+ for 2017-18 stand at 77.8% compared to 83.4% in the previous year.

Teacher qualifications:

The College requires all teaching staff, whether established or sessional, to be appropriately qualified. The policy for
unqualified staff joining the College in a teaching role is to support them in the achievement of a Post-Graduate
Certificate in Education (PGCE) within two years of commencing work with the College.



East Sussex College Group
Members’ report and financial statements
For the year ended 31 July 2018

Employer engagement:

The College focuses on employer engagement and tailors educational provision to meet employer needs. One of the
main funding streams is in relation to Apprenticeships. The College views this area as vital for the UK economy and
skills for the future. It therefore continues to focus on achieving growth in this area, with growth in the internal
delivery of apprenticeships, but a significant proportion of the allocation is also delivered via our sub-contract
partners.

The College works with many local employers across East Sussex in providing Apprenticeships, Advanced
Apprenticeships and customised bespoke training. Links with local businesses are strong and, for example, the
College continues to successfully host the Lets Do Business seminar in Hastings which attracts some 100 employers
from the local area.

Commercial activities continue to form a small but important part of the overall plan to deal with potential reductions
in, and hence reliance on, grant funding. The College and its subsidiary company, Plaza Trading Hastings Limited,
continue to operate outlets such as a Subway franchise, coffee shops and an Art Shop, raising revenue and giving work
opportunities to students. Whilst this activity is currently primarily based in Hastings, there are plans to expand
commercial activities across our Eastbourne and Lewes campuses over the coming years.

The College uses a number of partners to deliver funding streams during 2017-18, with the focus on retaining those
high quality partners from the previous legacy colleges who had demonstrated the best academic and financial
performance. The highest standards of due diligence and controls over delivery continue to be applied.

Financial position
The Group generated an operating deficit before other gains/(losses) in the year of (£4,935k) (2016/17 deficit £4,672k).
Included in the final result is a charge of £3,597k in respect of accounting for pensions (see note 7, 11 and 21).

On 31 July 2018 the Group’s general reserve, including pension reserve, stood at £5,609k (2016/17 £2,665k). The bank
and cash balances totalled £1,374k (2016/17 £2,071k).

Tangible fixed asset additions during the year amounted to £1,004k.

The College has reduced its reliance slightly on the Education and Skills Funding Agency for its principal funding
source at 74.0% of total income from 75.4% last year.

The College continues to operate a wholly owned limited company subsidiary called Plaza Trading Hastings Limited
which was incorporated in August 2011. These accounts have been prepared on a consolidated basis.

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 treasury management policy in place.

Short term borrowing for temporary revenue purposes is authorised by the Accounting Officer. Such arrangements
were restricted by limits in the Financial Memorandum with the ESFA until 1 April 2012. All other borrowing requires
the authorisation of the Board and shall comply with the requirements of the Financial Memorandum with the ESFA.
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Creditors payment policy

Itis the College’s policy to pay all of its suppliers within 30 days (or per other agreed credit terms) of the later of the
date of supplier invoice or supply of goods or services, provided that the College is satisfied that the supplier has
provided the goods or services in accordance with the agreed terms and conditions of a proper authorised purchase
order. The College does not follow any code or standard on payment practice, but does strive to adhere to the
Government guidelines whenever possible.

Taxation

The College’s trading activities within Plaza Trading Hastings Limited are eligible to be charged to Corporation tax
but no charge is applicable for 2017-18 as the company had no taxable profits.

Cash flows

Operating cash flow was a £1,409k outflow (2016/17: £803k inflow) for the year. This reduction in cash generated
from operating activities reflects the downturn in general operating conditions.

The legacy Sussex Down College received £3.5m of Exceptional Financial Support in the period leading up to merger
on March 29*" 2018.

Liquidity

Loans of £9.272m are outstanding at the year end. Of this total, £4.875m relates to commercial debt with Barclays
Bank and £4.247m relates to loans from the Transaction Unit arising from the merger.

CURRENT AND FUTURE DEVELOPMENT AND PERFORMANCE
Reserves Policy

The College has no formal Reserves Policy, but recognises the importance of reserves in the financial stability of an
organisation, whilst ensuring that adequate resources are provided for the College’s core business. The College
currently holds no restricted reserves. As at the balance sheet date, the Income and Expenditure account reserve
including pension reserve stands at £5,609k (2017: £2,665k) and the revaluation reserve stands at £8,843k (2017:
£9,082k). Itis the Board's intention to increase reserves over the life of the Strategic Plan, by the generation of annual
operating surpluses.

Curriculum developments

The Common Inspection Framework was published by Ofsted in August 2015 and has been updated annually since
then. It looks primarily at four key areas

a) Effectiveness of Leadership and Management.

b) Quality of Teaching, Learning and Assessment.

¢) Personal development, behaviour and welfare.
" d) Outcomes for learners.

The framework continues to place particular emphasis on the participation and attainment of 16-18 year olds in
English and maths. The legacy Sussex Coast College Hastings received a *Good” grade for Overall effectiveness in
the November 2017 Ofsted inspection. The legacy Sussex Downs College received a “Requires Improvement” grade
for overall effectiveness in the October 2017 Ofsted inspection.

16-18 learners at the College for 2017-18 delivered an overall achievement rate of 78.9%, which is some 1.6% below
the 2016-17 national average. The College continued to support key target groups, for example in hard to reach and
NEET learners. The provision of appropriate English and Maths learning for 16-18 year olds was also extended once
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again during the year. High grades for English and Maths were pleasing, with 25.6% of students achieving high
grades i.e. grades 4 to 9.

Further progress was achieved once again in delivering against the key government apprenticeship agenda including
the changes to the national funding system, with some 624 new 16-18 apprenticeships and 1,049 new adult
apprenticeships delivered during the year. Sub-contract partners continued to deliver volume and high quality
apprenticeships in a range of disciplines.

Curriculum planning and development for 2017-18 and 2018-19 has been informed by close analysis of local and
national priorities together with the need to continue to improve the efficiency of delivery. The 2018-19 offer
continues to provide opportunities at advanced level while further expanding provision at lower and intermediate
levels and apprenticeship learning. Planned full time average group sizes for 2018-19g are 18, an increase from 17 in
2017-18.

Events after the balance sheet date

The College continued the rebranding exercise for East Sussex College Group, with refreshes to the website,
buildings, signage and stationery that incorporated exciting new logos for East Sussex College Eastbourne, East
Sussex College Hastings, East Sussex College Lewes and East Sussex College Newhaven.

The College completed the final wing of the University Centre on the 5 floor at the Station Plaza Hastings campus.
This continues the education led regeneration of Hastings and enables opportunities for new and existing progressing
students with a range of degree programmes in an exciting new facility.

Future developments

The College continues to focus on a student first culture whilst enhancing cash generation, achieving value for money
and delivering benchmark efficiency in all its operations. Project Harmony continues to focus on delivering reliable
and consistent systems and processes across all campuses. Wherever possible, opportunities for growth will be
pursued in our core funding streams but also in our commercial activities, which are currently primarily based in
Hastings with potential for new activities at Eastbourne and Lewes.

Work has commenced on the Business Planning Cycle for 2019-20, and in particular the Curriculum Strategy, which
must meet the challenges of the next few years in the diverse disciplines in which the College operates. The
management team continue to closely monitor local, national and international updates from a variety of sources
including funding bodies, government departments, FE sector experts, audit firms, the media etc.

RESOURCES
The College has various resources that it can deploy in pursuit of its strategic objectives.
Tangible fixed asset additions in the year amounted to £1,004k (2016-17: £1,789k)

Financial

The College has £14.45 million of net assets (incorporating a £17.75 million pension liability) (2016-17: £11.74m
incorporating a £21.79m pension liability).

People

The College employs 799 people (expressed as full time equivalents), of whom 461 are teaching staff (2016-17: 856
people of whom 494 were teaching staff).
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Going Concern

After making appropriate enquiries, the Board 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.

Reputation

The College continues to strive to build its reputation locally and nationally. Achieving and maintaining a quality
brand is essential for the College’s success at attracting students, thereby maintaining and wherever possible
growing income, alongside developing and enhancing external relationships.

PRINCIPAL RISKS AND UNCERTAINTIES:

The College has embedded a system of internal controls, including financial, operational and risk management which
is designed to protect the College’s assets and reputation. The College operates an online system for recording and
reporting Risk which formalises this process across all the areas of the College.

The system comprises a strategic risk register with 7 key risks. The register is reviewed and updated by risk owners
right across the College with electronic date prompts. The register assists the College in documenting the
identification of 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.

Outlined below is a description of the 7 Strategic risks identified in the Risk Register that may affect the College. Not
all the factors are within the College’s control. Other factors besides those listed below may also adversely affect the
College.

1. Our People —Morale, Performance, Culture, Capacity, Recruitment and Retention, Equality and Diversity

The College is primarily a people business and must be vigilant in ensuring the factors noted above are addressed in
order to ensure the College meets its Strategic aims. The College was formed as a result of a merger in March 2018
so the risks and mitigations are in the context of a relatively newly merged entity that operates across East Sussex,
and with the various opportunities and challenges that the legacy institutions Sussex Downs College and Sussex
Coast College Hastings bring.

This risk is mitigated in a number of ways:
° Management Development programme in place
* Rollout of performance management across the Group based on rigorous target setting and monitoring
e Communications strategy underpinning engagement with staff
® Meetings structure includes clear lines of accountability and responsibility

2. Finance —Income Generation and Control of Expenditure

The Further Education sector remains subject to a rapidly changing environment and it is vital that these changes to
funding and policy -are understood, and mitigating actions implemented. For example, the introduction of the
Apprenticeship Levy is a significant change where routes of funding are directed to employers, who take more
ownership of skills.

This risk is mitigated in a number of ways:
e Trend analysis of local market intelligence data
e Targeted marketing campaigns undertaken -
e Timely and accurate monthly Management Accounts and rapid interventions on issues identified
* Rigorous expenditure controls embedded into the accounting software
e Annually updated Financial Regulations
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3. Business Harmonisation

The College is undertaking a rapid programme of systems and process harmonisation with clear annual targets, so
that all areas of the College experience the same seamless interaction of College systems, processes and services
irrespective of the campus location.

This risk is mitigated in a number of ways:
e Project Harmony has been set up with a dedicated project manager and project team
e The project has clear terms of reference and weekly update meetings
e Membership is from a wide range of College staff
e  Business system harmonisation is a category of funding received on merger from the Transaction Unit

4. Student Outcomes

Standards is one of the three key Strategic Aims outlined in the Strategic Plan. The College is committed to
improving dramatically the quality of the learning experience, stimulating students to excel in their studies
irrespective of their starting point, and ensuring exceptional progression to university, higher levels of study or
sustainable employment regionally or nationally.

This risk is mitigated in a number of ways:

e  Quality framework in place

e  Staff training including qualified careers guidance staff

e Curriculum planning and quality assurance processes in place

e Attendance reporting with associated attendance policy

e Regular progress review meetings and early identification of support needs
e Work experience policy and targets in place

5. Strategic Partnerships

Strategic Partnerships is one of three key Strategic Aims outlined in the Strategic Plan. The College is committed to
boosting participation in world class education and skills training, and designing exciting programmes and 21
century career pathways. By working productively across East Sussex and not in isolation, strategic options for
growth and new campus development will be explored.

This risk is mitigated in a number of ways:

e Sussex Skills Solution is the dedicated service for employers

e Centralised employer liaison with regular employer surveys

e School liaison and engagement strategy in place

o Dedicated partnership team

e Executive Director Strategic Partnerships and Engagement in post

6. Safeguarding and Health & Safety

The college continues to actively promote these areas as an integral part of delivering the highest standards of
teaching and learning to our students and to meet our obligations to all of our stakeholders.

This risk is mitigated in a number of ways:
e Relevant HR recruitment processes in place
e Online safeguarding training and assessment delivered across the College
e Regular liaison with external agencies
e Planned maintenance schedules for relevant assets
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7. External factors

In order to continue to be successful, the College needs to ensure awareness of, and response to external factors is
embedded into College operations.

This risk is mitigated in a number of ways:
e Key personnel responsible for ensuring legislative compliance
e Dedicated marketing and communications team
e Review of sector briefings from the AoC and other sector bodies
e  Business Continuity Planin place

STAKEHOLDER RELATIONSHIPS

In line with other Colleges and with universities, East Sussex College Group has many stakeholders. These include:

= Students
=  Funding agencies
= Staff

* Local employers (with specific links)

=  Local Authorities

=  Government Offices/ Local Enterprise Partnerships
= The local community

= Other FE institutions

*  Trade unions

=  Professional bodies.

The College recognises the importance of these relationships and engages in reqular communication with them
through the College Internet site and by meetings.

Equality, Diversity and Inclusion

The 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, able-bodiedness, ability, class and age. We strive vigorously
to remove conditions which place people at a disadvantage and we will actively combat bigotry. This policy is
resourced, implemented and monitored on a planned basis. The College’s Equal Opportunities Policy, including its
Race Equality, Gender Equality and Disability Equality, are published on the College’s internet site.

The College shortlists all applications from disabled persons who meet the essential criteria for the post. Where an
existing employee becomes disabled, every effort is made to ensure that employment with the College continues.
An annual confidential review is offered to each person with a disability to discuss the support they receive, the
progress of their condition and if necessary make changes in the support. The individual has a choice of who carries
out this review: their line manager or an adviser from Human Resources. The College's policy is to provide training,
career development and opportunities for promotion which are, as far as possible, identical to those for other
employees. An equalities plan is published each year and monitored by managers and governors.

The College operates a Single Equality Scheme to comply with the Public Equality Duty which became law in April
2011.
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