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NEW CITY COLLEGE Financial Statements for the Year Ended 31 July 2018 

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 Corporation was established under the Further and Higher Education Act 1992 for the purpose of 
conducting New City College (formerly Tower Hamlets College). The College is an exempt charity for 
the purposes of the Charities Act 2011. 

The College was incorporated as Tower Hamlets College on 1 January 1993. Following the merger 
with Hackney Community College on 1 August 2016 and in light of the proposed merger with 
Redbridge College on 1 April 2017, the Corporation applied to the Department for Education for 
approval to change its name to New City College, to reflect the broader range of its activities in East 
London. This change of name was approved with effect from 1 February 2017. 

Public Benefit 

The College is an exempt charity under the Part 3 of the Charities Act 2011 and from 1 September 
2013, is regulated by the Secretary of State for Business, Innovation and Skills as Principal Regulator 
for all FE Corporations in England. The members of the Governing Body, who are trustees of the 
charity, are disclosed on pages 14 to 16. 

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: 

• High-quality teaching 
• Widening participation and tackling social exclusion 
• Excellent employment record for students 
• Strong student support systems 
• Links with employers, industry and commerce. 

Strategic Direction 

Following the mergers noted above, the Corporation reviewed its strategy and in its meeting in July 
2017 confirmed the following: 

By 2022 New City College will: 

• Be regarded as the first choice for young people, adults, apprentices and businesses who wish 
to prepare for further study, employment or improve their skills. 

• Be recognised for its key specialisms across east London and beyond. 
• Have created a 21 st century learning environment across the college by rebuilding the Poplar 

campus and investing significantly in other sites. 
• Have successfully implemented a new approach to staff development that is highly valued 

across the college and includes our own, expanded teacher training department. 
• Be financially stable and debt free. 
• Be a confident, dynamic influencer of skills policy across London. 

This remains the strategic direction of the College. 
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NEW CITY COLLEGE Financial Statements for the Year Ended 31 July 2018 

OPERATING AND FINANCIAL REVIEW (continued) 

While in the period to 31 July 2017, change was only made where necessary to complete the process 
and the curriculum offer continued to reflect the specific characteristics of the three colleges, from 1 
August 2017 the College commenced the restructuring required to deliver the agreed strategic 
objectives. 

The focus of activity remains the three boroughs, led by borough principals. The first phase of the 
curriculum reorganisation was to appoint group directors responsible for specific curriculum areas 
across the three boroughs in autumn 2017. 

Alongside this group directors or equivalent were confirmed to lead a comprehensive review of non­
curriculum activity, resulting in a restructuring of key business service teams and systems by 31 July 
2018. 

Performance indicators 

The College is committed to observing the importance of sector measures and indicators and use 
the FE Choices website which looks at measures such as success rates. 

The following paragraphs set out the performance against these measures and indicators. 

Student achievement and progression 

Overall Achievement rates have continued to improve. The New City College overall achievement 
rates for 16-18 funded provision rose 2.4% from 2016/17 to 82.4%, which is now above the 
National Average for by 1 %. Over the same period adult achievement rates have risen by nearly 
2% to 87 .3%, on a par with the whole sector National Average. 

The detail behind this improvement includes: 
• Retention rates remain outstanding at over 95% and are 5% above the sector average for 16-

18 provision and 2% above the 19+ Sector National Averages. 
• Although still slightly below the Sector National values there has been a continued increase in 

Adult Pass rates have by 2% to 89.5%. 

Progression continues to be strong, with more than 80% of learners with a known outcome 
progressing to Education or Employment. 

Of those applying through UCAS, 88% were placed at University with 453 entering higher 
education. 12% gaining a place at Russell Group Universities. 

Ofsted Inspection 

All three constituent colleges were rated "Good" at their last Ofsted Inspection and the College has 
used the findings of the inspections of Tower Hamlets in December 2013, Hackney in October 2015 
and Redbridge in December 2015 to inform continued progress during 2017/18. 

Funding 

The College's performance against its key funding targets for the year in respect of activity in the 
year was: 
• The College achieved 99% of its 16-18 learner number target. It achieved 88% of its 16-18 

Responsive Funding target. 
• The College achieved 99.4% of its Adult Education Budget for classroom activity and therefore 

there is no clawback of funding. 
• The College delivered 93.9% (£760,786) of its original allocation for 16-18 Apprenticeships 

allocation and 83.8% (£1,122,016) of its adult Apprenticeship allocation. 
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NEW CITY COLLEGE Financial Statements for the Year Ended 31 July 2018 

OPERATING AND FINANCIAL REVIEW (continued) 

Student numbers 

In 2017 /18 the College has delivered activity that has produced funding against the Education and 
Skills Funding Agency main allocations amounting to £39,450,096 (2016/17: £39,726,105), including 
Additional Learning Support. 

The College had approximately 13,264 (2016/17: 14,210) learners funded by the ESFA and 5,279 
(2016/17: 4,468) learners funded from other sources. There were 1,310 apprentices in the year 
compared to 1,206 in 2016/17. 

Financial Objectives 

The College's long-term financial objectives were approved as: 

i. financial health to remain as good to outstanding; 
ii. surpluses generated to allow the College to meet its capital investment requirements. 

During the year, the focus was on the following performance indicators: 

KPI At 31 July 2018 
Operating result before exceptional costs, FRS102 Favourable variance -
adjustments and the additional costs and savings arising surplus of £417k 
from merger at break even or better. None of these 
exclusions are reflected in the budget, which represents 
the underlvinq business. 
Debt service cover, where the available cashflow for the Debt servicing costs 
period must be equal to or greater than the annual debt £89k - net cash outflow 
servicing costs. for period £2,221k and 

cash balances of £6.8m 
net of the revolving 
credit. 

Operational leverage, where the borrowings should be no Actual net funds of 
more than 3.5 times the adjusted surplus for the year. £6.9m so no actual 
Adjusted surplus is the result for the year adjusted to borrowings 
exclude capital grants, depreciation and amortisation, non-
cash adiustments for pension costs and interest payable. 
Proportion of funding that comes from core funding from EFA/SFA income 62% 
the EFA and SFA, including apprenticeship income, which 
will be as oer the budqet, 66%. 
a) Proportion of staff costs to total income, which will be 50% 

as per the budget at 56%. 
b) Proportion of staff costs and staff adjusted for agency 66% 

and similar costs and subcontracting costs to total 
income, which will be as oer the budoet at 70%. 

Current ratio (current assets as a proportion of current 0.83:1 
liabilities) which per the budget for the end of the year is 
0.84: 1. 
Cash days in hand, based on the budget profile of 59 days. 50 days 

The College is required to complete the annual Finance Record for the Education and Skills Funding 
Agency (ESFA). The Finance Record produces a financial health grading. The current rating of Good. 

The reasons for the variances have been reviewed and the Corporation is satisfied with the College's 
overall performance against the objectives. 
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OPERATING AND FINANCIAL REVIEW (continued) 

Financial results 

The financial results are set out in the Consolidated Statements of Comprehensive Income. In 
summary, these are: 

Operating surplus before restructuring costs, merger costs 
and adjustments for FRS 102 Pension Costs 
Holiday Pay Accruals adjustment 
Restructuring costs 
(Loss)/profit on fixed assets 
Release of capital grants on fixed asset disposal 
Merger related costs 
Surplus before adjustments for FRS 102 Pension Costs 
Gain on the fair valuation of assets acquired on merger 
with Redbridge 
Adjustments for FRS 102 Pension Costs 
Gain on Investments 
Surplus per Comprehensive Income 

Year ended 
31 July 

2018 
£000 

417 
(446) 
(777) 
(732) 
2,591 
(143) 

910 

5,984 
14 

61908 

Year ended 
31 July 

2017 
£000 

490 
(71) 

(801) 
525 

(137) 
6 

8,649 
3,819 

29 
121503 

The surplus for the year added to reserves is £6,908,000 (2016/17: a surplus of £12,503,000). 

At 31 July 2018, the Group has accumulated reserves and cash and short term investment balances 
of £16,198,000 and £9,363,000 (2016/17: £9,290,000 and £12,066,000 respectively). 

The College has five subsidiary companies: 

• TowerSkills Recruitment Services Limited, whose principal activity is a recruitment agency for 
permanent and temporary staff. In the current year, the company made a deficit of £15,203 
(2016/17: a deficit of £28,652). 

• City Edge Limited In the current year, the company made a deficit of £261,637 (2016/17: a 
deficit of £40,576). 

• View Training Limited In the current year, the company made a surplus of £445,920 
(2016/17: a deficit of £86,977). 

• The Trading Company (Hackney) Limited In the current year, the company made a deficit of 
£6,108 (2016/17: a surplus of £26,796). 

• Shoreditch Community Sports Centre Limited In the current year, the company made a deficit 
of £88,649 (2015/16: a deficit of £37,346). 

Any taxable profits generated by the subsidiaries are transferred to the College under the Gift Aid 
Scheme. 

Tang ible fixed asset additions during the year amounted to £8,503,000. This was split between land 
and buildings improvements of £5,322,000 and equipment purchased of £3,181,000. 

The College disposed of its lease interest at the George Green Building. The loss of disposal of 
£732,000 was offset by the accelerated release of capital grants of £2,591,000, giving a net gain of 
£1,859,000. 

The College has significant reliance on the ESFA for its principal funding source, largely from 
recurrent grants. In 2017/18 these bodies provided 62% (2016/17: 65%) of the College's total 
income. 
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NEW CITY COLLEGE Financial Statements for the Year Ended 31 July 2018 

OPERATING AND FINANCIAL REVIEW (continued) 

Treasury policies and objectives 

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

Short term borrowing for temporary revenue purposes is authorised by the Accounting Officer. All 
other borrowing requires the authorisation of the Corporation and shall comply with the requirements 
of the Financial Memorandum. 

Cash flows 

The outflow of £2,715,000 (2016/17: inflow of £7,886,000). 

Liquidity 

The College had no net borrowing as at 31 July 2018 or 2017, with cash balances and short term 
investments of £9,363,000 and long term debt of £2,916,000 (2016/17: £12,066,000 and 
£3,316,000 respectively). 

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. In 
the interests of operational efficiency it is the College's practice to pay suppliers invoices by SACS 
transmission twice per month. The College incurred no interest charges in respect of late payment 
for this period. 

Current and Future Development and Performance 

Curriculum Developments for 2017/18 

A key objective is continue to reduce dependency on ESFA core funding and to use the combined 
expertise to develop opportunities to diversify income sources. 

At the start of year, the College started to restructure the management of the curriculum. While the 
three borough principals retain responsibility for the curriculum at their campuses, group curriculum 
directors were appointed to lead the development of curriculum across the three colleges, so that 
best practice and efficiencies could be shared. This also provided opportunities to consolidate 
provision in more specialist areas and ensure that there were clear progression routes to higher level 
courses. 

For apprenticeships, delivery has been by the relevant curriculum area, but with a central compliance 
and quality function. 

The expansion in HE provided by the Redbridge partner provided opportunities to develop more 
shared delivery and scope to diversify the offer. 

At the start of 2017 /18 the College had increased its total of high needs learners to approximately 
400, with more activity at Redbridge. This allowed the College to meet the local requirement more 
effectively. 

Direct entry for 14-16 year olds at Tower Hamlets has continued to thrive, with some 86 such learners 
enrolled. 
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OPERATING AND FINANCIAL REVIEW (continued) 

Curriculum Developments for 2017/18 (continued) 

The College had extensive discussions with the agents working with the Language School about the 
potential to expand the offer by running courses in London and providing clear progression pathways 
on to vocational courses in London. Although activity in this area, on a fee-payng basis, was limited 
during 2017 /18, there are indications that the discussions will result in more international activity 
including possible exchange trips to China during 2018/19. 

The merged College has had the following income confirmed by the SFA and EFA for 2017/18: 

16 - 18 Funding 
Adult Skills 

Curriculum Developments in 2018/19 

£23,361,000 
£13,968,000 

The College continues to seek to reduce dependency on ESFA core funding and to use the combined 
expertise to develop opportunities to diversify income sources. 

The emphasis will be on building on the progress made during 2017/18 following the restructuring 
of curriculum management to develop a consistent, high quality approach across the College. 

This will include incorporating the curriculum delivered at Epping Forest College following the merger 
on 1 August 2018. This will be supported by an allocation from the ESFA from the Strategic College 
Improvement Fund. 

For apprenticeships, the College is focusing on a limited number of frameworks/standards where the 
underlying curriculum quality is good and there is clear demand. This should enable this activity to 
develop. 

There remains limited direct delivery of HE, but there is growing collaboration between the College 
the main HE private provider partner, which should make this activity sustainable for the immediate 
future. 

At the start of 2018/19 the College had increased its total of high needs learners to approximately 
425, including the learners at Epping Forest College. This is now a significant specialism of the 
College. 

The College has received a Capacity and Development Fund allocation to support the develop of T­
level qualifications and work will continue through 2018/19 on this. 

The merged College has had the following income confirmed by the ESFA for 2018/19: 

16 - 18 Funding 
Adult Skills 

Future developments 

£30,764,000 
£14,724,000 

The restructuring of the College during 2017/18 provides a foundation for further development and 
growth. The benefits of merger in terms of a more complete offer to learners and cost efficiencies 
have emerged, as evidenced by the underlying operating result for the year and the intention through 
2018/19 is to seek to build on this to improve the overall financial position. 
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NEW CITY COLLEGE Financial Statements for the Year Ended 31 July 2018 

OPERATING AND FINANCIAL REVIEW (continued) 

Post balance sheet events 

The College was approached in March 2018 as the preferred merger partner for Epping Forest 
College. After completing due process, Epping Forest College merged with the College on 1 August 
2018, with its assets and liabilities and staff transferring to the College and the Epping Forest College 
corporation being dissolved . Given the nature of the merger this will be accounted for in the year 
ending 31 July 2019 using acquisition accounting. The financial impact is shown in note 23. 

On 1 October 2018, the College entered into a federation with Havering College of Further & Higher 
Education and Havering Sixth Form College, as a precursor to possible merger. The target date for 
this is 1 April 2019, assuming of the necessary steps are completed . 

Resources 

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

Tangible Resources 
Tangible resources include the principal College Campuses for: 

• Tower Hamlets, freehold sites at Poplar High Street and Arbour Square, 
• Hackney a freehold site at Shoreditch 
• Redbridge, a freehold site at Chadwell Heath 
• A freehold site in Bournemouth 

together with lease expiring in December 2020 for premises in Ilford. 

Financial 
As at 31 July 2018, the College had £45.4 million of net assets (excluding £29.2 million pension 
liability) and long term debt of £2.9 million . 

People 
During the year ended 31 July 2018, the College employed 730 people (expressed as full time 
equivalents), of whom 354 are teaching staff. In terms of headcount this is 1,050. 

Reputation 
The College has a good reputation locally and nationally. Maintaining a quality brand is essential for 
the College's success at attracting students and external relationships. 

Principal Risks and Uncertainties 

The system of internal control, including financial, operational and risk management which is 
designed to protect the College's assets and reputation, continues to be developed. 

Based on the strategic plan, the College Senior Management Team (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 management plan is maintained at the College level which is reviewed at least annually by the 
Audit Committee and more frequently where necessary . The risk management plan 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 
and sources of assurance are also identified . 
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OPERATING AND FINANCIAL REVIEW (continued) 

The significant risks are reviewed by the Audit Committee at each of their meetings and the full risk 
register at least once a year. 

With the approval of the new strategic objectives to 2022, the existing risk register was reviewed 
and updated, to ensure that risks relevant to the new strategic objectives were properly identified 
and described. 

The operating environment is one of rapid change which is reflected in the nature of the principal risk 
factors that may affect the College, with or without merger or collaboration, and these are described 
below. This environment requires the Corporation, management and staff to be informed of the 
changes, aware of the opportunities and able to adapt. Not all the risk factors are within the College's 
control. 

Other factors besides those listed below may also adversely affect the College. 

The significant risks are related to the College's key strategic objectives. 

1. Be regarded as the first choice for young people, adults, apprentices and businesses who wish 
to prepare for further study, employment or improve their skills. 

The College needs to provide a high quality learning experience, delivering success rates to required 
national standards, in order to remain able to recruit learners in a competitive environment. The key 
risks are identified as: 

• maintain, if not improve on, the Ofsted "Good" grade through outstanding teaching and 
learning; 

• have clear progression routes for all of the curriculum 

The College manages these risks through a number of actions including: 

• the quality improvement plan and a specific post- inspection action plan, which are regularly 
monitored by Senior Management and the Corporation; 

• detailed monitoring of curriculum delivery, including externally-led reviews of curriculum 
areas and robust self-assessment; 

• tracking of student performance, with appropriate intervention as necessary; 
• weekly monitoring of student attendance and retention, taking action where issues are 

emerging; 
• consideration of emerging quality issues, for example from Ofsted inspections of other 

colleges; 
• robust lesson observation policy and training for curriculum managers, focused staff 

development for teaching staff on effective teaching, and targeted support for teachers whose 
lesson observation is not up to standard; 

• clear progression pathways for all courses; 
• positive responses from employers in regular satisfaction surveys; 
• planning guided by: quality; success; recruitment; funding and viability; government and 

community priorities. 

2. Be recognised for its key specialisms across east London and beyond . 

The College's reputation with its communities and key employers is an essential element of its long­
term sustainability. The significant risks are: 

• promote ourselves as the provider of choice for the local community and specified industry 
sectors 

• have strong links with a range of employers to meet their needs for training and skills. In 
particular develop a strategy to respond to the Apprenticeship Levy and the consequent 
changes in funding and demand 
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OPERATING AND FINANCIAL REVIEW (continued) 

The College manages these risks through a number of actions including: 

• the use of current students as ambassadors to promote the positive messages about the 
quality of teaching and learning; 

• collation and promotion of accurate relevant data about academic performance; 
• marketing campaigns to promote academic performance and positive benchmarking using 

relevant national and local comparators, through the web-site, social media and more 
traditional channels; 

• communication of College's competitive advantage to differentiate it from immediate 
competitors - related to quality, student safety, progression to HE and employment, 
vocational specialisms and pathways, location, industry expertise; 

• optimising the positive messages from the Ofsted inspection, with the positive Ofsted outcome 
reducing the probability of the risk crystallising; 

• using positive links with Job Centre Plus and employers to demonstrate opportunities for 
existing and prospective students; 

• maintaining positive PR image and reputation in community and through local media. 

3. Have created a 21st century learning environment across the college by rebuilding the Poplar 
campus and investing significantly in other sites. 

The College needs the appropriate facilities to achieve the objectives above. The key risks are: 

• develop a comprehensive property strategy consistent with the overall business strategy 
• operate a robust project process including specification, planning, monitoring and reporting, 

for the possible redevelopment of Poplar and other similar substantial projects. 

The College manages these risks through a number of actions including: 

• identifying business needs through comprehensive strategy; 
• engaging professional advisers - property consultants, architects, designers, lawyers etc -

to develop the appropriate strategy; 
• regularly reconfirming analysis of learner numbers, curriculum and space requirements as 

provision changes (more apprenticeships means fewer on site taught hours); 
• establishing a Property sub-committee; 
• comprehensive, separate project management process, including a full risk register, for each 

major project; 
• clear identification of key decision points and decisions only taken after full evaluation of 

evidence. 

4. Have successfully implemented a new approach to staff development that is highly valued across 
the college and includes our own, expanded teacher training department. 

As well physical resources the College needs high quality staff. The principal risk is: 

• recruiting and retaining the right staff, who can be encouraged to innovate, and support staff 
in implementing innovation, while ensuring requirements for English and maths, Safeguarding 
and Equality and Diversity are retained 

The College manages these risks through a number of actions including: 

• communication of College's competitive advantage to differentiate it from immediate 
competitors - related to quality, progression to HE and employment, vocational specialisms 
and pathways, location, industry expertise . 

• optimising the positive messages from the Ofsted inspection, with the positive Ofsted 
outcome reducing the probability of the risk crystallising . 
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OPERATING AND FINANCIAL REVIEW (continued) 

5. Be financially stable and debt free. 

• reduce our dependency on ESFA income 
• comply with the various financial regulatory frameworks - accounting, funding, taxation, etc 

The College manages these risks through a number of actions including: 

• budget setting process, with greater clarity and ownership of income targets and 
contribution at departmental level before the start of the year; 

• authority limits to restrict ability for investment; 
• strategic curriculum review and assessment finalised and agreed with Corporation Board 

annually which informs new strategic plan; 
• effective curriculum planning; 
• centralised timetabling and curriculum managers monitoring programme delivery against GLH 

requirements; 
• review of employer strategy and introduction of new areas and partners (employers JCP etc) 

and new ESF projects; 
• developing opportunities through the Language School; 
• an effective partnership for the provision of HE courses; 
• approval of funding claims submission by a senior manager, to confirm completeness and 

accuracy; 
• governor approval for major investment at concept and final decision stage and monitoring 

of progress against strategic plan through KPis; 
• robust project management procedures (including a designated manager for each project, a 

schedule for claims for each project and a checklist to ensure evidence is collated as the 
project progresses); 

• Internal audit review. 

6. Be a confident, dynamic influencer of skills policy across London. 

This will be a consequence of progress on the five objectives above and there are no specific 
significant risks not covered above. 

Stakeholder Relationships 

In line with other colleges, New City College has many stakeholders. These include: 

• Students; 
• Funding Bodies, primarily the ESFA and HEFCE; 
• Staff; 
• Local employers; 
• Local authorities; 
• Government Offices and Local Enterprise Partnerships; 
• The local community; 
• Other FE institutions; 
• Higher education 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. 
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OPERATING AND FINANCIAL REVIEW (continued) 

Equal opportunities and employment of disabled persons 

New City College is committed to providing a high quality educational experience and to promoting, 
maintaining and supporting equality and diversity in all aspects of its work. 

The College will actively seek to ensure that students and staff experience equality of opportunity 
and are free from harassment, discrimination or victimisation of any kind, regardless of age, sex 
(gender), disability, learning difficulty, sexual orientation, gender reassignment and gender 
recognition, religious or political belief, race, ethnicity, nationality, national origins, family or marital 
status, social isolation, social status and deprivation, homelessness, unemployment, asylum and 
refugee status or membership of a trade union, or for any other identifiable cause protected by law. 

Disability statement 

The College seeks to achieve the objectives set down in the Equality Act 2010 and associated 
legislation. This has been summarised in the College's Single Equality Scheme, published on the 
College website, and includes the following: 

• The College has Group Curriculum Director for Foundation Learning who provides information, 
advice and arranges support where necessary for students with disabilities; 

• There is a list of specialist equipment, which the College can make available for use by students, 
held by the IT department, learning technologies team and the additional learning support team. 
There is also a range of assistive technology equipment/resources available in the library 
learning centres at each main site; 

• 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; 

• The College has made a significant investment in the appointment of specialist lecturers to 
support students with learning difficulties and/or 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; 

• Specialist programmes are described in College prospectuses, and achievements and 
destinations are recorded and published in the standard College format; 

• Counselling and welfare services are described in the College Student Guide, which is issued to 
students together with the Complaints and Disciplinary Procedure leaflets at induction. 

Disclosure of information to auditor 

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

Approved by order of the members of the Corporation on 13 December 2018 and signed 
on its behalf by: 

~Je, 
M Chavda 
Chair 
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STATEMENT OF CORPORATE GOVERNANCE AND INTERNAL CONTROL 

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

The College endeavours to conduct its business: 

i. in accordance with the seven principles identified by the Committee on Standards in Public 
Life (selflessness, integrity, objectivity, accountability, openness, honesty and 
leadership) ;and 

ii. having due regard to the English College's Code of Good Governance (the Code), as adopted 
by the college in 2015. 

The College is committed to exhibiting best practice in all aspects of corporate governance and does 
so by self-assessing its Board on an annual basis, against best governance practice and the Code. 
In the opinion of the governors, the College complies with the Code for the year 31 July 2018. The 
Governing Body recognises that, as a body entrusted with both public and private funds, it has a 
particular duty to observe the highest standards of corporate governance at all times. 

The college is an exempt charity within the meaning of Part 3 of the Charities Act 2011. The 
Governors, who are also the Trustees for the purposes of the Charities Act 2011, confirm that they 
have had due regard for the Charity Commission's guidance on public benefit and that the required 
statements appear elsewhere in these financial statements. 

The Corporation 

The Chair of the Corporation for the academic year 2017-18 was Meena Chavda and the Vice Chairs 
were Sue Williams and Gunner Burkhart. 

The members who served on the Corporation during the year and up to the date of signature of this 
report were as listed in Table 1. 

Table 1: Governors serving on the College Board during 2017 /18 

Name 
Date of Term of Date of Status of Committees 

appointment office resignation appointment served 

Mohammed Dec-17 
Mahmud 1 year Student CQ&S 

Karina Sangha Dec-17 
1 year Student CQ&S 

Steve Hedges Dec-14 
4 years Staff CQ&S x2 

Bobbi Ehsan Dec-16 4 years 
x2 

Staff CQ&S 

Rachael Oct-10 4 years 
Halliday x2 

Independent CQ&S 

Gareth Wall Oct-13 
4 years 

Independent Audit, Property x2 
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Statement of Corporate Governance and Internal Control (Continued) 

Table 1: continued 

Name Date of Term of Date of Status of 
appointment office resignation appointment 

Gunner Dec-10 
Burkhart 4 years 

Independent 
x2 

Meena Chavda Feb-10 
4 years 

x2 Re-app 
Independent 

Feb-18 
6 months 

Anne Canning Feb-11 
4 years 

Independent 
x2 

Win Harris Jul-10 
4 years x 

Independent 
2 

Babu Jul-14 
Bhattacherjee 4 years Jul-18 Independent 

x2 

Nikki Makinwa Sep-14 
4 years 

Independent 
x2 

Vivien Bailey Oct-14 
4 years 

Independent 
x2 

Matthew Apr-18 
Patten 4 years Jul-18 Independent 

x2 

Sue Williams Sep-11 
4 years x 

Independent 
2 

Lutfey Siddiqi Apr-18 
4 years 

x2 
Independent 

Gerry Apr-13 
McDonald Ex-officio CEO 

John Joughin Jul-15 
4 years March-18 Independent 

x2 

4 years 
Lucy de Groot August-16 Oct-17 Independent 

x2 

Overall attendance (at Corporation and Committee meetings) was 91 %. 

Committees 
served 

F&GP, 
Remuneration, 
Search 
F&GP, 
Remuneration, 
Search, Property 
( Corporation 
Chair from Oct-
17) 

CQ&S 

CQ&S, Search 

Property, Audit, 
F&GP (after 
leaving Audit 
cttee) 

CQ&S 

CQ&S, Search 

Audit 

Audit, Property 

F&GP 

F&GP, Search, 
CQ&S, Property 

CQ&S 

Search 
(Corporation 
Chair to Oct-17) 
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Statement of Corporate Governance and Internal Control (Continued) 

The non-governors who were co-opted to serve on Committees during the year and up to the date 
f f h' o siqnature o t Is report were: 

Name Committees Served Date of Departure 

Paul Winrow Audit 

Richard Ward Audit (Staff) Jul-18 

Ioannis Anaqnostopoulos CQ&S (Staff) Jul-18 

Edmond Harbour Property Apr-18 

Neal Hunt Property 

Cormac MacCrann Property 

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

The Corporation is provided with regular and timely information on the overall financial performance 
of the College together with other information such as performance against funding targets, proposed 
capital expenditure, quality matters and personnel-related matters such as health and safety and 
environmental issues. The Corporation meets five times per year. 

The Corporation conducts its business through the Corporation Board and its Committees. Each 
committee has terms of reference, which have been approved by the Corporation. These committees 
are Finance and General Purposes, Remuneration, Search, Curriculum Quality & Students, Audit and 
Property. Full minutes of all meetings, except those deemed to be confidential by the Corporation, 
are available from the Director of Governance at: 

New City College 
112 Poplar High Street 
Poplar 
London 
E14 OAF 

The Clerk to the Corporation was Judith Nelson until 9 February 2018. Fiona Chalk was appointed 
Interim Clerk to the Corporation from 9 February 2018 to 25 April 2018 and appointed as Director 
of Governance from 25 April 2018 on a permanent basis. 

The Director of Governance 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 Director of Governance, who is responsible to the Board 
for ensuring that all applicable procedures and regulations are complied with. The appointment, 
evaluation and removal of the Director of Governance 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, which 
could materially interfere with the exercise of their independent judgement. 

There is a clear division of responsibility in that the roles of the Chairman of the Corporation and 
Chief Executive Officer (CEO) of the College are separate. 
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STATEMENT OF CORPORATE GOVERNANCE AND INTERNAL CONTROL (continued) 

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 five 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. 

The Corporation has determined that the maximum number of consecutive terms for which a member 
may hold office is two x 4 years. 

Audit Committee 

The Audit Committee comprises of six members, including co-optees (a majority of which must be 
members of the Corporation) and excludes the CEO and Chair. The committee operates in accordance 
with written terms of reference approved by the Corporation and in accordance with the Post 16 
Audit Code of Practice. 

The Audit Committee meets at least on a termly basis and provides a forum for reporting by the 
College's internal, regularity and financial statements auditors, who have access to the Committee 
for independent discussion, without the presence of College management if required. 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 Committee. 

Management are 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 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. 

Finance & General Purposes committee {F&GP) 

The F&GP committee normally comprises of 6 members. It operates in accordance with written 
terms of reference approved by the Corporation, advising on appropriate financial policies and 
procedures subject at all times to the requirements of the Financial Memorandum between the 
Corporation and the Education and Skills Funding Agency and the Articles of Government. 

Meeting four times a year, the Committee oversees the financial affairs of the Corporation, monitors 
staffing issues and considers and advises the Corporation on matters relating to estates and 
buildings, health and safety, along with determining such other matters that may be delegated to it. 

Remuneration committee 

The Committee's responsibilities are to make recommendations to the Board on the remuneration 
and benefits of the Accounting Officer and other senior post-holders. The Committee met twice 
during the year. 

Details of remuneration for the year ended 31 July 2018 are set out in the notes to the financial 
statements. 
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Statement of Corporate Governance and Internal Control (Continued) 

Curriculum, Quality & Students committee (CQ&S) 

The CQ&S committee comprises of a minimum of eight members and includes two student governor 
members and two staff members. It operates in accordance with written terms of reference 
approved by the Corporation and meets on four occasions each academic year. 

It advises on the procedures in place for the continuous review of the curriculum offered by the 
college, along with the effectiveness of strategies used by managers to improve quality and the 
academic standard of provision for students, including HE and sub-contracted provision. In addition, 
it has responsibility for reviewing and monitoring the arrangements for the promotion of equality, 
diversity and safeguarding. 

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 Group Principal & CEO, 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 he is personally responsible, in accordance with the responsibilities assigned to him in the 
Financial Memorandum between New City College and the funding bodies. He is also responsible for 
reporting to the Corporation any material weaknesses or breakdowns in internal control. 

The purpose of the system of internal control 

The system of internal control is designed to manage risk to a reasonable level rather than to 
eliminate all risk of failure to achieve policies, aims and objectives; it can therefore only provide 
reasonable and not absolute assurance of effectiveness. The system of internal control is based on 
an ongoing process designed to identify and prioritise the risks to the achievement of College policies, 
aims and objectives, to evaluate the likelihood of those risks being realised and the impact should 
they be realised, and to manage them efficiently, effectively and economically. 

The system of internal control has been in place in New City College for the year ended 31 July 2018 
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 ongoing process for identifying, evaluating and 
managing the College's significant risks that has been in place for the period ending 31 July 2018 
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: 
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Statement of Corporate Governance and Internal Control (Continued) 

• 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; 
• the adoption of formal project management disciplines, where appropriate. 

New City College has an internal audit service, which operates in accordance with the requirements 
of the Skills Funding Agency's Post 16 Audit Code of Practice. The work of the internal audit service 
is informed by an analysis of the risks to which the College is exposed, and annual internal audit 
plans are based on this analysis. The analysis of risks and the internal audit plans are endorsed by 
the Corporation on the recommendation of the Audit Committee. 

Annually, the Chair of the Audit Committee and the Director of Governance provide the governing 
body with a report on audit activity in the College. Further the internal audit provider submits an 
annual report to the Audit Committee and thence the governing body. The report includes the 
independent internal audit providers' opinion on the adequacy and effectiveness of the College's 
system of risk management, controls and governance processes. 

Review of effectiveness 

As Accounting Officer, the Group Principal & CEO has responsibility for reviewing the effectiveness 
of the system of internal control. His 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 
• comments made by the College's financial statements auditors, the regularity auditors, the 

appointed funding auditors in their management letters and other reports. 

The Group Principal & CEO has been advised on the implications of the result of his review of the 
effectiveness of the system of internal control by the audit committee, which oversees the work of 
the internal auditor and the Risk Management Group, and a plan to address weaknesses and ensure 
continuous improvement of the system is in place. 

The Group Principal & CEO and 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 CEO and senior management team and the Audit Committee also receive 
regular reports from internal audit, which include recommendations for improvement. The Audit 
Committee's role in this area is confined to a high level review of the arrangements for internal 
control. 

The Corporation's reporting format ensures the consideration of risk and control and receives specific 
reports thereon from the senior management team and the Audit Committee. The emphasis is on 
obtaining the relevant degree of assurance and not merely reporting by exception. 

At its December 2018 meeting, the Corporation carried out the annual assessment for the year ended 
31 July 2018 by considering documentation from the senior management team and internal audit, 
and taking account of events since 31 July 2018. 

Based on the advice of the Audit Committee and the CEO, the Corporation is of the opinion that the 
College has an adequate and effective framework for governance, risk management and control, 
and has fulfilled its statutory responsibility for "the effective and efficient use of resources, the 
solvency of the institution and the body and the safeguarding of their assets". 
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Statement of Corporate Governance and Internal Control (Continued) 

Going concern 

After making appropriate enqumes, 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 13 December 2018 and signed 
on its behalf by: 

~Jo 
_;::,-

M Chavda 
Chair 

Gerry McDonald 
Accounting Officer 
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Statement of Responsibilities of the Members of the Corporation 

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

Within the terms and conditions of the College's Financial Memorandum with the ESFA, the 
Corporation, through its Accounting Officer, is required to prepare financial statements for each 
financial year in accordance with the 2015 Statement of Recommended Practice - Accounting for 
Further and Higher Education and with the College Accounts Direction 2017 to 2018 issued by the 
ESFA, 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 

• assess the company's ability to continue as a going concern, disclosing, as applicable, matters 
related to going concern; and 

• use the going concern basis of accounting unless they either intend to liquidate the company 
or to cease operations, or have no realistic alternative but to do so. 

The Corporation is also required to prepare an Operating and Financial Review which describes what 
it is trying to do and how it is going about it, including information about the legal and administrative 
status of the College. 

The Corporation is responsible for keeping adequate 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 such internal control as it determines 
is necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error, and for taking steps that are reasonably open to it in 
order to safeguard the assets of the College and to prevent and detect fraud and other irregularities. 

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

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

Approved by order of the members of the Corporation on 13 December 2018 and signed on its behalf 
by: 

~d1/ 
M Chavda 
Chair 
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Governing Body's statement on the College's regularity, propriety and compliance with 
Funding body terms and conditions of funding 

The Corporation has considered its responsibility to notify the Education and Skills Funding Agency 
of material irregularity, impropriety and non-compliance with Education and Skills Funding Agency 
terms and conditions of funding, under the financial memorandum in place between the College 
and the Education and Skills Funding Agency. As part of our consideration we have had due regard 
to the requirements of the financial memorandum. 

We confirm, on behalf of the Corporation, that after due enquiry, and to the best of our knowledge, 
we are not able to identify any material irregular or improper use of funds by the College, or 
material non-compliance with the Education and Skills Funding Agency's terms and conditions of 
funding under the College's financial memorandum. 

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

Gerry McDonald 
Accounting Officer 
13 December 2018 

M Chavda 
Chair of Governors 
13 December 2018 
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Consolidated Statements of Comprehensive Income 

Notes Year ended 31 July Year ended 31 July 
2018 2017 

Group College Group College 
£'000 £'000 £'000 £'000 

INCOME 
Funding body grants 2 43,730 43,730 37,354 37,354 
Tuition fees and education contracts 3 21,834 21,834 14,488 14,094 
Other grants and contracts 4 142 142 203 203 
Other income 5 4,734 4,372 5,030 4,893 
Investment income 6 17 17 23 23 
Total income 70,457 70,095 57,098 56,567 
EXPENDITURE 
Staff costs 7 35,387 34,850 31,957 29,275 
Restructuring costs 7 777 777 801 801 
Other operating expenses 8 29,392 29,639 20,458 22,293 
Depreciation and amortisation 10,12 4,493 4,457 4,705 4,651 
Interest and other finance costs 9 1,148 1,148 1,148 1,148 
Total expenditure 71,197 70,871 59,069 58,168 

Deficit before other gains and 
losses (740) (776) (1,971) (1,601) 

Profit/(loss) on disposal of fixed 
assets (732) (732) 525 525 

Gain on investments 14 14 29 29 
Deficit before tax (1,458) (1,494) (1,417) (1,047) 

Taxation 
Deficit for the year (1,458) (1,494) (1,417) (1,047) 

Gain on the fair valuation of assets 
and liabilities acquired on the 
merger with Redbridge College 8,649 8,649 

Actuarial gain/(loss) in respect of 
pensions schemes 22 8,366 8,366 5,271 5,271 

Total Comprehensive Income 
and Expenditure for the year 6,908 6,872 12,503 12,873 

Represented by: 

Endowment comprehensive income 14 14 29 29 
Unrestricted comprehensive income 6,894 6,858 12,474 12,844 

6,908 6,872 12,503 12,873 
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Consolidated and College Statement of Changes in Reserves 

Consolidated Revaluation Endowment Total 
Statements of reserve Reserve 

Comprehensive 
Income 

£'000 £'000 £'000 £'000 

Group 

Balance at 1st August 2016 (17,144) 13,453 478 (3,213) 

Deficit from the income and 
expenditure account (1,446) 29 (1,417) 
Other comprehensive income 13,920 13,920 
Transfers between revaluation and 

income and expenditure reserves 1,122 (1,122) 

Total Comprehensive Income and 
Expenditure for the year 13,596 (1,122) 29 12,503 

Balance at 31st July 2017 (3,548) 12,331 507 9,290 

Surplus from the income and 
expenditure account (1,472) 14 (1,458) 
Other comprehensive income 8,366 8,366 
Transfers between revaluation and 
income and expenditure reserves 399 (399) 

Total Comprehensive Income and 
Expenditure for the year 7,293 (399) 14 6,908 

Balance at 31st July 2018 3 745 11 932 521 16,198 

College 

Balance at 1st August 2016 (17,799) 13,453 478 (3,868) 

Deficit from the income and 
expenditure account (1,076) 29 (1,047) 
Other comprehensive income 13,920 13,920 
Transfers between revaluation and 
income and expenditure reserves 1,122 (1,122) 

13,966 (1,122) 29 12,873 

Balance at 31st July 2017 (3,833) 12,331 507 9,005 

Surplus from the income and 
expenditure account (1,508) 14 (1,494) 
Other comprehensive income 8,366 8,366 
Transfers between revaluation and 
income and expenditure reserves 399 (399) 

Total Comprehensive Income and 
Expenditure for the year 7,257 (399) 14 6,872 

Balance at 31st July 2018 3,424 11,932 521 15,877 
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