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STRATEGIC REPORT

NATURE, OBJECTIVES AND STRATEGIES

The members present their report and the audited financial statements for the year ended 31 July 2021.
Legal Status

The Corporation was established under the Further and Higher Education Act 1992 and is an exempt charity
forthe purposes of Part 3 of the Charities Act 2011, regulated by the Secretary of State for Education. The
members of the Goveming body, who are trustees of the charity, are disclosed on pages 54-55.

The Corporation was incorporated on 15 April 1993 as West Cumbria College. On 8 August 2001, the
Secretary of State granted consent to the Corporation to change the College’s name to Lakes College West
Cumbria.

Mission
Lakes College has a vision to be an ambitious technical college that enhances the prosperity and prospects
of our people and communities.

Our mission and purpose is to enable peaple to recognise, develop and fulfil their potential.

In delivering its mission, the College provides identifiable public benefits throughthe advancement of education
by providing high quality teaching, widening participation and tackling social exclusion, prieritising studert
achievement and employment outcomes to meet the skills requirements of employers, primarily in West
Cumbria. The College is committed to finding suitable courses for as many students as possible, regardless
of their educational background, to support them to succeed.

The College strives to serve its local and national community by working in collaborationwith key stakeholders,
supporting the strategic priorities of the Cumbria Local Enterprise Partnership (CLEP), and working with
employers to meet the skills needs of West Cumbria. This is exemplified in our position as a founding member
of the National College for Nuclear {NCfN) in partnership with Sellafield Ltd, University of Cumbria, EDF
Energy, Bridgwater and Taunton College and the University of Bristol. The NCIN places the College at the
centre of national nuclear skills development. The Northem Hub commenced operations in September 2017
with Level 3 full-time and part-time leamers and extended to ME provision in January 2018. The NCfN now
offers a wide range of higher apprenticeships up to full honours degrees which can secure professiona
chartership.

All four Cumbria FE Colleges continue to work collaboratively to support the County’s skills needs, the Edge
ESF contract historically being the primary vehicle forthis. As lead on a Maths Centre of Excellence project,
we work collaboratively to support Maths skills development with the Cumbria FE Colleges and Lancaster and
Morecambe Callege. In the summer of 2021, we received confirmation of the success as lead on a Cumbria-
wide collaborative bid under the Strategic Development Fund.

In 2014, Lakes College was confimmed as a UK Quality Assured establishment following a Quality Assurance
Agency for Higher Education (QAA) review. In 2018/19, we secured Office for Students {OfS) registration as
a ME Provider. During 2020-21 we re-secured Matrix, ISO 9001 and Cyber Essentials Plus accreditations and
secured the TUC Health and Wellbeing bronze award.

In July 2020 the college established a fully owned subsidiary company, Lakes College Enterprises Ltd, for the
immediate purpose of transferring cleaning services to the company. These services were transferred on 19
August 2020 and catering services followed on 1 July 2021.

The College has supported over 800 employers in meeting their skills needs.
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STRATEGIC FOCUS 1
Learners Achieve

Measure

KPI

Out=tuirn

Leamers feel sale

and are safe

Leamer survey results S8%

Auturmin 98%
Spring 99%
Summer 99%

TLA

90% Good or Better

92%

QAR Qutcomes

Upper quartile %

Note: |n-year data for pass and acheivement

and Value Added rates
Note HE added, E&T All 16-18 19+
not included in E&T All 16-18 19+ Retention 92.6% | 94.4% | 90.8%
QAR therefore Retention 94.6% | 92.7% | 96.1% Pass (In- 94.0% | 91.1% | 97.0%
target based on Pass 98.6% | 96.6% | 98.9% year)
2019/20 out-turn Achievement | 89.9% | 86.3% | 91.8% Achievement | 87.0% | 86.0% | 88.1%
with 1% upfift for | 'Value-added 3 Value — 3
retention as no (L3) added { L3)
national
benchmark Apprentices | All | 1618 | 19+ Apprentices All 1618 | 19+
available hips hips
Qverall 73.2% | 86.4% | 91.5% Overall (In- 71.9% | 68.1% | 73.1%
year)
HE Retenti | Pass Achiev HE Retenti Pass | Achiev
on ement on ement
Qverall 94% 99% 92% Overall 88.8% | 97.2% | 86.3%
Leamer
satisfaction with Sustain 16-19 HE Appre Sustain 16-19 HE Appren
course above ntices above ticeshi
hips ps
Qverall 96% 90% 90% Overall 94% A | 89% A | 93%
satisfaction satisfaction 94% S | 69% S
Would 95% 93% 99% 93%Su
recommend Would 97% A | 95%A. 93%
the course recommend 96% S | 82% S
In developing 90% 90% a0% the course 92%Su
digital skills In developing | 88% A 94%
digital skills 89% S
93%5Su
A= Autumn S = Spring Su=Summer
Intemal E&T: 80% 81%
Progression rate
Apprenticeships: 96% 93%
Positive sustained | E&T: 80% 86%
destinations
Apprenticeships: 82% 89%




STRATEGIC FOCUS 2
Qur offer and services

Measurae KPI Out-turn

Recruitment

volumes and Out-turn

winning contracts No. £000 No. £000
16-19 849 | £4,347 16-12 872 £4 535
Aduits 969 £969 Adults 1.354 £869
HE 350 £822 HE 393 £753
Apprentices 356 | £2,132 Apprentices 440 £2,671
Contract £190 Contract £266
Income Income

Feedback and Parent Satisfaction 98% 93%, positive feedback though a smail

customer Employer Satisfaction 93% sample size.

satisfaction rates

90% employer satisfaction

STRATEGIC FOCUS 3
Qur People
Measura KPI Oultturn
Investment in J% ol income invested i stalf Contimuous Estimated £379,197 from core activity alone.

CPD

Professional Development

Target £306,000

Staff Tumover

Staff tumover <15%

Delivery staff tumoverin first year < 30%

15.9% All College (15.5% 2019/20
Benchmark 17.4% }

13.4% Delivery Staff

20.8% Teaching Support

23.6% Business Support

29% ( 2 of 7 new starters left)
Benchmark, 30% {AoC)

Sickness absence

<2.4% absence {Sector benchmark 2.4%)

2.77% Aprl YTD ( NB, 115 Days due to
COVID-19 related absence)

Staff climate

75% report | have opportunity to progress
within the college

85% report My views are sought and
considered

85% report Communication in the collegeis
effective

York Survey Results

81% report [ have opportunity to progress
within the college, up 12% { Ranked third of
41 FE Colleges)

92% report My views are sought and
considered, up 7% ( Ranked fourth of 42 FE
Colleges)

76% report Communication in the college is
effective, down 2% ( Ranked seventh of 45
FE Colleges)

Innovations fram
staff

£50,000 added value from staff innovations

£86,000 from digital developments.




STRATEGIC FOCUS 4 Our Finances

Measure kPl Dutiurn
Growth (n Achreve £10.9m tumover £12,087,0 00
tumover
Savingsin Staff costs as a percentage of tumover 65.3%
expenditure {excluding sub-coniracting)— 70% or less
£500,000 (15%) Efficiency savings achieved
-non-pay £465,000
14 Average Class size 11
Surplus >2.1% EBITDA 7.8%

generated as
measured by
EBITDA
(Eamings Before
interest, Taxes,
Depreciation and
Amortisation)

Financial Health

Good

Outstanding
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STHATEGIC REPORT (centinod)
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STRATEGIC REPORT (continued)
PRINCIPAL RISKS AND UNCERTAINTIES (continued)

This risk is mitigated by:-
» Close monitoring of govemment guidance and local conditions;
e An agile and fiexible approach to the balance between on-site and remote activities enabled by ICT

investment;

* Reducing and re-deploying the staffing establishment where able, increasing staff only where growth
allows;

e Adapting the college offer to meet changing business and leamer needs including more opportunities for
re-skilling;

+ Regular communications with key stakeholders;
e [nvestment in digital infrastructure and development activity;
* Robust Health & Safety risk assessment & management and contingency planning for lock-down.

2. Govemment funding

The College has considerable reliance on continued govemment funding through the further education sector
funding bodies and OfS. In 2020/21, 87% (2019-20 80%) of the College’s revenue was ultimately public funded
and a high level of govemment funding requirement is expected to continue. The funding rates have remained
static for over 7 years whilst the cost base has continued to increase with increased natio nal insurance and
pension costs. Funding rate increases for2020/21 of 4.7% are welcomed but do not redress the level of funding
cuts in recent years. The impact of COVID-19, Brexit on future funding settlements and replacement on
European Union funding streams represents pressure on public sector finances and therefore funding
settlements. However, govemment announcements and early release of capital funds forthe sectordo indicate
achanged funding regime going forward as govemment announcements highlight the importance of the sector
in skiils development and a commitment to developing a strategic vision for the sector in the FE white paper

The risk is mitigated in a number of ways:

the College is seeking to increase full cost provision which is not dependent on govemment funding;

»  maximising fee income delivering quality education and training needed by employers and for students to
progress into employment;

¢« development of the STEM (Science, Technology, Engineering and Mathematics) provision to support
growth in this area, both classroom based and apprenticeship. Ensuring that progression routes exist to
higher technical skills and LEP priorities;

s« seeking continued growth in apprenticeship provision;

» extending geographical reach;

s National College for Nuclear development to meet sector skills requirements;

= focus and investment in developing and maintaining relationships with key stakeholder bodies in West
Cumbria, particulary in the nuclear sector;

¢ opening the Civil Engineering Training facility;

= partnership and collaboration as evidenced by NCfN, the ESF Edge contract and Cumbria FE College
collaboration;

s seeking increased efficiency in processes and delivery models.

» managing costs within funding constraints

«  process improvement activity

3. Apprenticeship Reform
Ongoing reform of apprenticeships creates growth and funding compliance risks due to additiona
requirements on employers, providers, significant and on-going rule changes with increasing complexity in
managing and reconciling financial transactions.
This risk is mitigated by:-

* Vigilance in monitoring funding updates and employerincentives

e Staff training;
s Liaison with ESFA staff;



STRATEGIC REPORT (continued)

PRINCIPAL RISKS AND UNCERTAINTIES (continued)

Internal audit coverage,

¢ Monitoring of income against individual contracts;

information awareness raising with employers;

» Development of start to end digital platforms to manage and monitor apprenticeship activity.

4. Failure to maintain the financial viability of the College

The College's financial health grade returned to Good in 2018/19 but back to Requires Improvement in 2019/20
as COVID operating conditions impacted of growth plans. Despite the on-going impact of COVID financia
health has retumed to Good over2020/21 as the staffing establishment was reduced and growth secured. We
will continue to adapt and manage our financial sustainability, having adapted a financial recovery plan to drive
change in our operations.

This risk is mitigated by~

« areview of various aspects of our staffing and business model to adapt to a more sustainable and
agile delivery model;

¢ in-year budget monitoring;

» increasing devolvement of financial responsibility and commercial awareness;

e increasing cumiculum innovationand efficiency;

« re-alignment of delivery structures to meet apprenticeship growth opportunities;

* Responding to market need in a growth strategy;

= development of National College for Nuclear;

¢ development of a Civil Engineering training facility;

+ Extending our market via digital or altemative delivery pattems ;

= Development of wave 2 and 3 T-Levels;

¢ Biding for the Sellafield Ltd apprenticeship contract lots;

« review of our property strategy.

5. Ofsted Inspection

Whilst we have recently achieved a Good Ofsted grade, we must embed our improvernent activity as part of
our continuous improverment and to avoid the risk of a poor Ofsted inspection in the future. Our Beyond Good
agenda frames this improvement activity and is securing measurable improvements.

This risk is mitigated in a number of ways:

» Beyond Good quality improvement plan ;

= Adapting of our Teaching, Leaming and Assessment methodology forblended delivery;

« engagement in sector and Ofsted quality forums;

« intenal and extemnal quality assurance activity; aligned to the new Education Inspection Framework;
= setting of targets at upper quartile level to drive further improvement;

» revision of our maths and English improvement strategy;

e« an ongoing culture change programme supported by a strength-based coaching model.
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STRATEGIC REPORT (continued)
PRINCIPAL RISKS AND UNCERTAINTIES (continued

6. increasing competition

The development of altemative provisionbased iocally (University of Cumbria, private providers, Energy Coast
UTC and Academy schools); in a tough operating environment for all represent arisk to the growth strategy of
the Coliege.

This risk is being mitigated by:

seeking growth in cumiculum areas forwhich there is known increasing demand;

T-Level offer;

improving marketing, recruitment and admissions processes;

increasing apprenticeship provision as a key priority;

jointly leading the National College for Nuclear,;

bidding for the Sellafield Ltd apprenticeship lots.

quality improvement activity to support demand;

¢ coilaborating where opportunities allow, including leading on collaborative bids;;

» reviewing the business delivery model, particulary in the light of a blended leaming model.

7. Impact of national policy on English and maths on future recruitment, student attainment levels and
OFSTED judgement

As a College supporting deprived students the condition of funding requirement to deliver English and maths
GCSEs to all 168-18 students whose prior attainment level is a 3 is a risk in terms of student recruitment,
engagement, achievement rates and thereby Ofsted grading. Relaxation of condition of funding rules for
2019/20 was welcomed. 2020-21 high grades achievement for condition of funding leamers improved for
English by 4% to 48% and is above the last national average. For maths GCSE high grades, achievement
rates increased by 18% (o 50%, also above the last national average. This year's grades were based on the
teacher assessment and build in the improved grades achieved in over the period 2018- 2020. Functional skills
rates have not demonstrated the same improvement with functional skills English achievements improvirg to
67%, but remain 15% below last national averages and Maths very low at 9%, 73% below last national
averages. Actions to further improve achievement rates in English and maths include:

= afocus onchanging mind-sets around maths and English;

s engaging eary with students and parents in English and maths, building on lessons leamed in a
collaborative teaching and leaming project;

* reviewing the maths and English policy;

» Adapting an iterative and extensive Springboard assessment period to support assessment and
development of foundation literacy and humeracy skills.

+ |ead in Maths Centre of Excellence;

+ increasing emphasis on achievement of all elements of the study programme including English and
maths;

+ recruiting specialist qualified maths and English tutors and a CPD programme for functional skills
specialists;
supporting tutors to be Awarding Body markers of GCSE papers;

+ providing additional support services to support student achievement

» increasing focus on evidencing progress in leaming;

+ focussing on maths and English at six-week review, reviewing attendance and engagement;

» Deliver the most appropriate qualifications for non-condition of funding students based on their
intended destinations.

8. Staff recruitment

The recruitment of teaching staff to some vocational areas, in particular STEM, represents a risk to the quality
of provisionand growth strategy of the College. The shortage of skilled engineering staff is a national problem.

The September 2020 National Audit Office report into the financial sustainability of colleges in England

highlighted the difficulty of recruiting when teaching salaries have fallen substantially behind those for schools
and industry.

11



STRATEGIC REPORT (continued)
PRINCIPAL RISKS AND UNCERTAINTIES (continued)

The rural and isolated location of the College requires us to ‘grow our own' teaching staff from industry meaning
support and development of our staffing establishment is critical to our success.

This risk is being mitigated by:

« reviewing staff recruitment, pay policy and structures to provide greater flexibility and opportunities for
candidates with appropriate skills;

+ Consideration of staff employment via the subsidiary company to offer a differentiated financial offer
of applicants;

s development of the associate model to meet specialist skills requirements and increase flexibility in
meeting employer needs;

s exploring altemative delivery methods and options;
increasing focused staff development and ‘growing your owr’,

« securing ESFA support funds {o attract industry specialists;

« increasing support for new teaching staff.

9. Maintain adequate funding of pension liabilities

The financial statements report the share of the Local Govemment Pension Scheme (LGPS) deficit on the
College’s balance sheet in line with the requirements of FRS 102. In line with most public sector pension
schemes a pension deficit exists for the College and this has significantly increased in this financial year. The

Court of Appealfinding in favour of the McCloud case, claiming age discrimination in transitional arangements
for public sector pension schemes, is likely to result in additional liabilities that have been provided forin these
financial statements in relation to the local Govemment Pension Scheme (note 16). The risk is monitored by
regular actuarial review and to some extent mitigated by increased pension contributions from employees and
employerin line with the maximum recommended from actuarial assumptions and by an agreed recovery plan
with the Cumbria Pension Scheme. A govemment consultation on the requirement forcolleges to offer the
LGPS to nonteaching staff appears to have dropped off the agenda as COVID 19 and Brexit exercise
govemment attention. On 15! August 2020 the college TUPE’ d c¢leaning staff into a newly formed college
subsidiary a key driver for this approach to these out -sourcing arangements being management of pension
costs, followed by Catering staff on 1%t July 2021. The subsidiary company may be a vehicle to offer further
opportunities to mitigate pension liability risks.

10.Safeguarding and Prevent

The Board has a statutory duty to ensure the safeguarding of students. The Board has several statutory
responsibilities in respect of keeping leamers safein co-operation with partner organisations and to give due
regarding to the need to prevent people from being drawn into terrorism.

The College has putin place certain safeguards in recognition of this and included the matter on its risk register
s0 that is can be monitored regularly by the Corporation. Risks associated with these duties are being
mitigated by:

¢ giving regular briefings to Govemors and staff;

« regular reviewing and updating College policy and procedures to reflect latest good practice;
* intemal communication and promotion plan;

e training for Govemors and staff;

« training for student representatives;

s including Safeguarding and Prevent in the tutorial programme for students.

¢ Oniine monitoring activity

12



STRATEGIC REPORT (continued}
PRINCIPAL RISKS AND UNCERTAINTIES (continued)

11. Cyber Attack

In 2017, the College suffered a major Cyber-attack. Cyber-attacks are significant and on-going and represent
a significant risk to business continuity. We have mitigated this risk by:

increasing resources focussed on digital capability and security;
staff training and awareness raising;

enhanced insurance cover,;

third party testing of security;

Securing and maintaining the Cyber Essentials Plus award.

STAKEHOLDER RELATIONSHIPS

The College understands the importance of collaboration and partnership working and actively works with
many stakeholders, including:

students;

parents and guardians;

staff and representative bodies;

the FE Commissioner;

Local Enterprise Partnership (LEP) and Local Authorities;

partners in the National College for Nuclear — Sellafield Ltd, University of Cumbria, Bridgewater and
Taunton College, EDF Energy Ltd and University of Bristol;

local employers, in particular Sellafield Ltd and the wider nuclear supply sector, NHS Trusts
and Rosehill Theatre;

Cumbria FE Institutions, Lancaster and Morecambe College, Secondary Westem Heads, primary
schools;

University of Cumbria and UCLAN;

professional bodies.

CARBON REPORTING

The intensity measurement recommended for the sectoris total gross emissions in metric tonnes CO2e per
staff member. The intensity measurement for Lakes College is 2.49 tonnes CO2e per member of staff.

Measures taken to improve energy efficiency:

We have replaced the boilers in the main college building with more energy efficient ones and
continue to upgrade lighting across college with LED lighting on a rolling basis.

Mixed recycling bins are in place and integrated across all classrooms, large o ffices and the LRC.
Promotion of recycling across college continues.

Implementing the environmental management system ISC 14001 has been included in the college
2020-2023 strategic plan.



STRATEGIC REPORT (continued)
Equal opportunities and employment of disabled persons

Lakes College is committed to ensuring equality of opportunity for all who leam and work here. We respect
and value positive differences in race, faith, gender, sexual orientation, gender reassignment, pregnancy and
matemity, ability, class and age. We strive vigorously to remove conditions which place people at a
disadvantage and we actively combat bigotry by the college community.

The College’s Single Equality Policy is monitored on an on-going basis and published on the College's intemet
site and the College publishes an Annual Equality report. Equality impact assessments are undertaken on
policies and procedures.

DISABILITY STATEMENT

The College considers all applications foremployment from disabled persons, bearing in mind the aptitudes
of the individuals concemed. The College is a 'Positive about Disabled’ employer and has committed to the
principles and objectives of the standard. Where an existing employee becomes disabled, every effortis made
to ensure that employment with the College continues. 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. The College has secured the TUC Health and Well-being standard, at bronze, demonstrating our
commitment to the health and well-being of our staff. We are now working on achievement of the Silver award

The College seeks to achieve the objectives set down in the Equality Act 2010.

a. As part of its accommodation strategy the College annually monitors and responds, as appropriate, to
access requirements. Experts in this field conducted a full access audit in June 2007 and the results of
this formed the basis of capital funding projects aimed at improving access. Access assessments and
work continue as we impraove our campus

b. The College provides information, advice, and arranges support where necessary for students and staff
with disabilities. Students are supported in their transition to College.

C. Specialist equipment is available foruse by students and a range of assistive technology is available in
the leaming centre. This has been well received and is well utilised.

d. The admissions policy for all students ensures no students are discriminated against. Appeals against a
decision not to offer a place are dealt with under the complaints policy.

e. The College has made a significant investment in the appointment of specialist lecturers to support
students with leaming difficulties and/or disability. There are a number of student support assistants
including specialists who can provide a variety of leaming. There is a continuing programme of staff
development to ensure the provision of an appropriate specialist support for students who have ieaming
difficulties and/or disabilities.

f. The College actively works in partnership with organisations and groups in West Cumbria and beyond to
help develop access to leaming.

g. Specialist programmes are described in College prospectuses, and achievement and destinations are
recorded and published in the standard College format. Review of achievement gaps feature in the self-
assessment and continuous improvement process.

h. Counselling and welfare services are available for all students.

i. Equality, disability and impact measure targets are set and manitored across the curriculum with review
at corporation level.

14



STRATEGIC REPORT {continued)

Gender Pay Gap

2021 2020
Women’s Women’s
earnings earnings
Median gender pay gap in hourly pay 33% lower 32% lower
Mean gender pay gap in hourly pay 17% lower 17% lower

The % proportion of men and women in each pay quartile (movement+/-%) is as follows:

Quartile % Women % Men

Lower 81% {0%) 81% (+4%)
Lower Middle 76% (1%) 77% (-15%)
Upper Middle 57% {-8%) 65% (+9%)
Upper 53% (13%) 40% (-7%)

2% of female staff continueto receive a bonus with 1.39% of male staff receiving a bonus. Our bonus systems
are gender neutral by design.

Trade Union Facility Time

The Trade Union (Facility Time Publication Requirement) Regulations 2017 require the College to publish
information on facility time arrangements for trade union officials at the College, comparative in brackets

Number of Employees over relevant Period FTE Employee Numbhers
1(1) (1)

Percentage of Time Number of Employees

0% -

1-50% 1(1)

51-99% - (-}

100% - ()

Total cost of facility time £1,650(£1,937)

Total Pay Bill £7,788,602.(£8,362,000)

Percentage of total pay bill spent on facility time 0.02% (0.02%)

Time spent on paid trade union activities as a % of 0 % {0%)

total paid facility time

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 they ought to have taken to be aware of any relevant audit information and to establish that
the College's auditors are aware of that informaticn.

Approved by order of the members of the Corporation on 9th December 2021 and signed on its behalf by:
(""-\‘/L:\ ';-‘Q_Jt_,.x};,‘ag}“’\ F"\- = '\J\";«'( ~ Sy

Mike Priestley

Chair
9 December 2021
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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 beiter understanding of its govemance and legal structure. This statement covers the peried from 1%
August 2020 to 315! July 2021 and up to the date of approval of the annual report and financial statements.

The College endeavours to conduct its business:

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

. in accordance with the guidance to Colleges, in the Association of Colleges "Code of Good
Govemance of English Colleges”.

The Goveming Bodyrecognises that, as a body entrusted with both public and private funds, it has a particular
duty to observe the highest standards of corporate govemance at all times. The Board first adopted the Code
of Good Govemance of English Colleges on 16 July 2015, Adoption of the Code is on a comply or explain
basis and where there is deviation, this is explained under Corporation Performance. The Corporation
subsequently adopted the Senior Postholder Remuneration Code.

The College is an exempt charity within the meaning of Part 3 of the Charities Act 2011. The Governors, who
are also the Trustees forthe purpose of the Charities Act 2011, confimm that they have had due regard for the
Charity Commission’s guidance on public benefit, and particularly upon its supplementary guidance on the
advancement of education, and that the required statements appear elsewhere in these financial statements.

The Corporaticn

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

Transparency

The composition of the Corporation during 2020/21, and up to the date of signature of this reponrt, is set out on
pages 54-55, This also includes membership of working groups and committees, together with individual
attendance figures. Biographies of the members of the Corporation are published on the website
{www.lcwc.ac.uk).

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.

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 materally interfere with the
exercise of their independent judgement.

The Clerk to the Corporation maintains a register of financial and personal interests of the govemors. The
register is available for inspection at the address below. Govemors have signed up to the Eversheds’
(professional advisors) Code of Conduct and have approved a conflict of interest policy.

The standing orders of the Corporation, which sets out terms of reference, schemes of delegation and rules
for the conduct of business, are published on the website, as are the Annual Report and Financial Statements
of the Corporation for the previous six years, and the complaints and whistle-blowing policies, which are kept
under regular review.

Full minutes of all meetings, except those deemed to be confidential by the Corporation under standing order
47, are available onthe College's website or from the Clerk to the Corporation at:

Lakes College West Cumbria, Hallwood Road, Lillyhall Business Park, Workington, CA14 4JN
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STATEMENT OF CORPORATE GOVERNANCE AND INTERNAL CONTROL {CONTD)

Appointments to the Corporation

Any new appointments to the Corporation are a matter forthe consideration of the Corporation as a whole.
The Corporation has a Search Committee, consisting of fourmembers of the Corporation, which is responsible
forthe selection and nomination of any new member forthe Comporation's consideration. The Corporation is
responsible for ensuring that appropriate training is provided as reguired. Members of the Corporation are
appointed fora term of office not exceeding four years. New appointments are made for1 year in the first
instance followed by a 3-year term of office by mutual agreement.

Corporation Performance

Under the Code of Good Govemance of English Colleges, adopted by the Corporation, there is a requirement
to comply or explain performance and this section provides an overview of perfermance for the past year.

Extemal scrutiny and self-assessment has consistently shown over a number of years that govemance is
judged to be good. With respect to the most recent govemance audit camed out in 2021, the intemal auditor
was able to give substantial assurance, which echoed the good grading for Govemance by Ofsted at their
inspection of 2017. Govemors continue to review their perf ormance annually and the Chair and the Clerk are
active in national networks, which allows an element of benchmarking of govemance practice with the
performance of other colleges.

Govemors have a good understanding of the College, its place in the community and are responsiveto national
and local policy initiatives, as demonstrated by a willingness to engage in
= the Naticnal College for Nuclear, ¢f which it is one of two founding members;
e to work with the Local Enterprise Partnership in the provision of enhanced civil engineering training
centre for the region;
e lLead on various College collaboration developments;
e T-Level provisionforwaves 2 and 3.

The Corporation keeps all key policies and procedures under regular review and receives the minutes of all of
its supporting committees. The corporation also monitors, complaints and compliments, the surveys of key
stakeholders, including students and their parents. In addition, it regularly receives updates in respect of
strategy, cumculum and finance, national and local policy developments, and reviews KPIs at each meeting.
Performance in respect of Safeguarding and Prevent, Health and Safety, Equality and Diversity are regularly
reported.

Minutes of the Corporation demonstrate the breadth of monitering and challenge undertaken by the Goveming
Body. Govemors bring a very strong skills set to the work of the Corporation, with expertise in all requisite
areas and high expectations of senior staff. Govemors participate in training, briefings, curmicuium tours and
parents’ evenings, gaining contact with leamers and staff outside of the Boardroom

In 2020/21, Govemors have achieved an overall attendance rate of 89% (2019/20: 82%), slightly above
national benchmarking of 87.79%. Within that figure, Board attendance was 86% (2019/20:79.5%), above
college targets, an increase of 6% over the previous year. The Board has improved the diversity of its
membership in recent years with the appointment of new Govemors. Female independent govemors on the
Board represented 55% of independent membership, and the Board as a whole, including staff student
govemors, 50% in 2020/21.

A key challenge for the College is that it sits in a rural, sparsely populated area, with a dominance of one
particular sector(nuclear engineering), which has an impact onthe diversity of potential candidates. Govemors
continue to feel that a Board of 18 allows someflexibility and, provided it canbe demonstrated that membership
of the Board is regularly refreshed, they reserve the right to re-appoint forlonger than best practice advice,
where there is a demonstrable need and/ora need for continuity, in recognition of the limits of the area.

Although two new independent Governors were welcomed to the Board in 2019/20, vacancies which arose in
2020/21 were notfilled in-year. It was noted by Govemors that smaller meetings worked better online (although
they have been keen to retum to site) and delayed filling the vacancies accordingly. One vacancy was filled
early in 2021/22. In filling vacancies, the Search and Governance {and the Board) has due regard to the
overall skills mix of the Board.



STATEMENT OF CORPORATE GOVERNANCE AND INTERNAL CONTROL (CONTD)

The Board will continue to consider matters of equality and diversity in their appointment process, but their
appointment will be on the basis of the skills needs of the Board at the time, when filling vacancies.

Committees
Quality Working Group

The Quality Improvement Working Group comprised five members in 2020-21, increased to six members in
2021-22, and operates in accordance with written terms of reference approved by the Corporation.

The working group was set up to look at any issues in greater depth. Following the Ofsted inspeciion of 2017,
the working group is cumently being used to give consideration and challenge of the annual self-assessmert,
in advance of Board consideration and in 2021-22 will focus on self-assessment and the CIP.

Search and Governance Committee

The Search and Govemance Committee comprised four members of the Corpaoration in 2020/21, increased to
five in 2021/2. . The Committee operates in accordance with written terms of reference approved by the
Corporation. The Committee meets 2-3 times a year and provides a forum for reporting govemance
developments, to discuss govemor vacancies and appointments and to cary out an annual review of
Govemance arrangements. In 2020/21, it discussed and agreed, and the Corporation approved, an additional
responsibility for providing an ‘independent view of govemance, akin to the role discussed in the Higher
Education Code of Good Governance.

Remuneration Committee

The College’s Remuneration Committee comprises four members of the Corporation. The Committee’s
responsibilities are to determine the remuneration and benefits of the Principal, other senior post-holders and
the Clerk; with the exception of any early termination agreements, where the Committee must make
recommendations to the Board. Details of remuneration for the year ended 31 July 2021 are set outin note 7
to the financial statements, and to keep under review the annual Senior Post Holders pay statement.

Audit Committee

The Audit Committee comprises five members of the Corporation (excluding the Principal and the Chair of
Corporation). The Committee operates in accordance with written temms of reference approved by the
Coiporation. As the overall membership stands at five, with fourindependent members, the Comoration has
taken the decision to retain a staff Governor on the committee, valuing the insight they bring to discussions
(noting that any conflict of interest would be declared and, where appropriate, the staff govemor would
withdraw).

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

The College’s intemal auditors monitor the systems of intemal control, risk management controls and
govemance processes in accordance with the agreed audit plan and report their findings to management and
the Audit Committee.

Management is responsible for the implementation of agreed audit recommendations and intemal audi
undertakes periodic follow up reviews to ensure such recommendations have been implemented.

The Audit Committee recommends the annual audit plan to the Corporation, authors an annual report to the
Corporation onaudit work, and scrutinises and recommends the financial statements to the CorporationBoard.
The 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 and keeps key policies and procedures
under review, such as the risk and whistle-blowing policies, fraud and bribery and anti-corruption and financial
regulations.
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STATEMENT OF CORPORATE GOVERNANCE AND INTERNAL CONTROL (CONTD)

o clearly defined capital investment control guidelines;
¢ the adoption of formal project management disciplines, where appropriate.

Lakes College West Cumbria has an intemal audit service, which operates in accordance with the
requirements of the Education and Skilis Funding Agency’s and Post 16 Audit Code of Practice. The work of
the intemal audit service is informed by an analysis of the risks to which the College is exposed, and annual
intemal audit plans are shaped by this analysis.

The analysis of risks and the intemal audit plans are endorsed by the Corporation on the recommendation of
the Audit Committee. At minimum, annually, the Head of Intemal Audit provides the goveming body with a
report on intemal audit activity in the College. The report includes the College’s system of risk management,
controls and govemance processes.

Review of effectiveness

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

s 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 intemal control framework;

+ comments made by the College’s financial statements auditors and the regulanty auditors in their
management letters and other reports.

The Principal has been advised on the implications of the result of his review of the effectiveness of the system
of intermal control by the Audit Committee, which cversees the work of the intemal auditor and other sources
of assurance, and a plan to address weaknesses and ensure continuous improvement of the system is in
place.

The senior management team receive reports setting out key perf ormance and risk indicators and considers
possible control issues brought to their attention by early waming mechanisms, which are embedded within
the departments and reinforced by risk awareness training. The senior management team and the Audit
Committee also receive regular reports from intemal audit, which include recommendations for improvement.

The Audit Committee's role in this area is confined to a high-level review of the arangements for intemal
control. The Comporation’s agenda includes a regular item for consideration of risk and control and receives
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. The Corporationcarries out an annual
assessment in December by considering documentation from the senior management team and the intemal
audit annual report, and taking account of events since the year end.

in its annual report, the Audit Committee has provided assurance to the Corporationin the following state ment:
"Having considered reports by the College’s Intemal and Financial Statements Auditors, as far as the
information tabled to the Committee can allow a judgment to be reached, the Audit Committee is of the
opinion that the College’s systems have been managed to a reasonable standard and that the Corporation
can rely upon the adequacy and effectiveness of the College's intemal control systems, subject to the
implementation of the recommendations referred to within the various reports.”

Based on this advice from the Audit Committee, and advice from the Accounting Officer, the Corporation is of
the opinion that the College has an adequate and effective framework for govemance, risk management and
control, and has fulfilled its statutory responsibility for“the effective and efficient use of resources, the solvercy
of the institution, and the safeguarding of their assets”. As attested in the following statement of regularity,
propriety and compliance, there have been no instances of significant weakness or failure in 2019/20 and up
to the date of signature of this report.

Approved by order of the members of the Corporation on 9th December 2021 and signed on its behalf by:

Mike Priestley Chris Nattress
Chair Principal/Accounting Officer
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STATEMENT OF REGULARITY, PROPRIETY AND COMPLIANCE:

The Corperation has considered its respensibility to netify the Education and Skills Funding Agency (ESFA),
and the Office for Students (OfS), of material imegularity, impropriety and ncon-compliance with terms and
conditions of funding, under the corporation’s grant funding agreements and contracts with the ESFA and the
OfS’terms and conditions of funding. As part of our consideration, we have had due regard to the requirements
of grant funding agreements and contracts with the ESFA and the ongoing conditions of registration and tems
and conditions of funding of the OfS.

We confirm on behalf of the Comoration that after due enquiry, and to the best of our knowledge, we are able
to identify any material, iregular orimproper use of funds by the corporation, or matenal non-compliance with
the terms and conditions of funding, under the corporation’s grant funding agreements and contracts with the
ESFA, the ongoing conditions of registration and terms and conditions of funding of the Of S, or any other
public funder.

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 and the Office for Students as appropriate.

R ] G As N I
s wdewst 0 (. v__(_/_ﬁ{/,ﬁ{w, SN
Mike Priestley Chris Nattress
Chair Principal/Accounting Officer

9th December 2021
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STATEMENT OF RESPONSIBILITIES OF THE MEMBERS OF THE CORPORATION

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

Within the terms and conditions of the comoration's grant funding agreements and contracts with the
ESFA, OfS and any other funding organisation, the Corporation — through its accounting officer - is
required to prepare financial statements and an operating and financial review for each financial year in
accordance with the Statement of Recommended Practice — Accounting for Further and Higher Education,
ESFA's and OfS's accounts direction 2020/21 and the UK's Generally Accepted Accounting Practice, and
which give a true and fair view of the state of affairs of the college and its surplus/deficit of income over
expenditure for that period.

In preparing the financial statements the Corporationis required to:

e select suitable accounting policies and apply them consistently;

¢ make judgements and estimates that are reasonable and prudent;

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

e assess whether the comoration is a going concem, noting the key supporing assumptions,
qualifications or mitigating actions, as appropriate {(which must be consistent with other disclosures
in the accounts and auditor's report); and

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

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

The Ceorporation is responsible forkeeping 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 relevant legislation including the Further and Higher
Education Act 1992 and Charities Act 2011 and other relevant accounting standards. It is responsible for
taking steps that are reasonably open to it to safeguard its assets, and to prevent and detect fraud and
other iregularities.

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

Members of the Corporation are responsible forensuring that expenditure and income are applied forthe
purposes intended by Pariament and that the financial transactions conformto the authorities that govem
them. In addition, they are responsible for ensuring that funds from the Education and Skilis Funding
Agency are used only in accordance with the funding agreements and contracts and any other conditions
that may be prescribed from time to time. Members of the Comporation must ensure that there are
appropriate financial and management controls in place to safeguard public and other funds and 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 Education and Skills Funding Agency are
not put at risk.

Approved by order of the members of the Corporation on 9th December 2021 and signed on its behalf
by:

(L S SPIPURE A

Mike Priestley
Chair
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INDEPENDENT AUDITOR’S REPORT TO THE CORPORATION OF LAKES COLLEGE

We have audited the group financial statements of Lakes College for the year ended 31 July 2021 which
comprise the Consclidated and College Statement of financial activities incorporating income and
expenditure account, the Consolidated and College Balance sheet, the Consoclidated and College
Statement of cash flows and the related notes, including a summary of significant accounting policies.
The financial reporting framework that has been applied in their preparation is applicable law, United
Kingdom Accounting Standards {United Kingdom Generally Accepted Accounting Practice), including
FRS 102 'The Financial Reporting Standard applicable in the UK and Republic of Ireland', the Further
Education SORP 2019 and the College Accounts Direction 2020 to 2021 issued by the Education and
Skills Funding Agency.

This report is made solely to the Corporation, as a body. 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 notacceptor
assume responsibility to anyone other than the Corporation, as a body, for our audit work, for this
report, or forthe opinions we have formed.

In our opinion the financial statements:

s givea true and fair view, in accordance with UK Generally Accepted Accounting Practice, of the
state of the Group and College's affairs as at 31 July 2021 and of the Group and College’s
deficit of income over expenditure forthe year then ended; and

¢ have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice; and

» have been prepared in accordance with the requirements of the Further Education SORP 2015
and the College Accounts Direction 2020 to 2021 issued by the Education and Skills Funding
Agency.

BASIS OF OPINION

We conducted our audit in accordance with Intemational Standards on Auditing {(UK) {(ISAs (UK}} and
applicable law. Our responsibilities under those standards are further described in the Auditor's
responsibilities for the audit of the financial statements section of our report. We are independent of the
college in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the United Kingdom, including the Financial Reporting Council's Ethical Standard, and we
have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

CONCLUSIONS RELATING TO GOING CONCERN

In auditing the financial statements, we have concluded that the Cormporation’s use of the going concem
basis of accounting in the preparation of the financial statements is appropnriate.

Based on the work we have performed, we have not identified any material uncertainties relating to
events or

conditions that, individually or collectively, may cast significant doubt onthe Corporation’s ability to
continue as a going concem for a period of at least twelve months from when the financial statements
are authorised forissue.

Our responsibilities and the responsibilities of the Govemors with respect to going concem are
described in the relevant sections of this report.

24



INDEPENDENT AUDITOR'S REPORT TO THE CORPORATION OF LAKES COLLE GE (CONTINUED)
OTHER INFORMATION

The Govemors are responsible for the other information. The other information comprises the
information included in the Annual report, other than the financial statements and our Auditor's report
thereon. Our opinion on the financial staterments does not cover the information and, except to the
extent otherwise explicitly stated in our report, we do not express any form of assurance conclusion
therecn.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If we
identify such material inconsistencies or apparent material misstatements, we are required to determine
whether there is a material misstatement in the financial statements ora material misstatement of the
other information. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to report in
this regard.

Opinion on other matters prescribed by the Office for Students’ Accounts Direction
In our opinion, in all material respects:

» funds from whatever source administered by the college for specific purposes have been
properly applied to those purposes and managed in accordance with relevant legislation;

« funds provided by the Office for Students, UK Research and Innovation (including Research
England), the Education and Skills Funding Agency and Department for Education have been
applied in accordance with the relevant terms and conditions; and

s the requirements of the Office for Students’ accounts direction for the relevant years financial
statements have been met.

MATTERS ON WHICH WE ARE REQUIRED TO REPORT BY EXCEPTION

In the light of our knowledge and understanding of the Group and the College and their environment
obtained in the course of the audit, we have not identified material misstatements in the Corporations
report including the Strategic report.

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

* adequate accounting records have not been kept; or retums adequate for our audit have not been
received from branches not visited by us

» the Coliege financial statements are not in agreement with the accounting records and retums; or

« all the information and explanations required for the audit were not received; or

+ the going concem basis of accounting and disclosure of material uncertainties is appropriate.

We have nothing to report in respect of the following matters where the Office for Students;
accounts direction requires us to report to you if:

* the College’s grant and fee income, as disclosed inthe notes to the accounts, has been materially
misstated.

* the College’s expenditure on access and participation activities for the financial year has been
materially misstated.

RESPONSIBILITIES OF MEMBERS OF THE CORPORATION

As explained more fully in the statement of responsibilities of the Members of the Corporation, the
Corporation is responsible for the preparation of the financial statemenis and for being satisfied that
they give a true and fair view and for such intermal control as the Corporation members determine is
necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.
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A further description of our responsibilities for the audit of the financial statements is located on the

Financial Reporting Council's website at: www.frc.org.uk/auditorsresponsibilies. The description forms
part of our Auditor's report.

{Cre- a

Karen Rae FCCA (Senior Statutory Auditor)
forand on behalf of

Armstrong Watson Audit Limited
Chartered Accountants & Statutory Auditors
Carlisle

Date: 9 December 2021
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STATEMENT OF PRINCIPAL ACCOUNTING POLICIES
Statement of Accounting Policies

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

Basis of Preparation

These financial statements have been prepared in accordance with the Statement of Recommended
Practice: Accounting for Further and Higher Education 2019 (the 2019 FE HE SORP), the College
Accounts Direction for 2020 to 2021 and in accordance with Financial Reporting Standard 102 — “The
Financial Reporting Standard applicable in the United Kingdom and Republic of Ireland” (FRS 102). The
college is a public benefit entity and has therefore applied the relevant public benefit requirements of
FRS 102.

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

Basis of Accounting

The financial statements are prepared under the historical cost convention as modified by the use of
previous valuations as derived cost at transition for certain non-current assets.

Basis of consolidation

The consolidated financial statements include the college and its subsidiary, Lakes College Enterprises
Ltd, controlled by the group. Control is achieved where the group has the power to govem the financial
and operating policies of the entity so as to obtain benefits from its activities. Under the purchase method
of accounting, the resuits of the subsidiary and associated undertakings acquired or disposed of during
the year are included in the consclidated income and expenditure account from or up to the date on which
control of the undertaking passes. Intra-group sales and profits are eliminated fully on consolidation.

Going Concern

The activities of the College, together with the factors likely to affect its future development and
performance are set out in the Strategic Report. There are inherent uncertainties affecting college future
funding long term funding rates, significant qualification reform, post-BREXIT and COVID economic
recession, and the FE white paper. The financial position of the College, its cashflow, liquidity and
bomowings are described in the Financial Statements and accompanying notes.

Two key issues create uncertainty and risk in considering going concem:
Local Government Pension Scheme {LGPS) Liability

In 2019/20, the increase in the LGPS liability to £9.0m moved the college to a negative balance sheet
position. That liability has decreased to £8.1m resulting in 2 negative balance sheet of £1.4m. This liability
is a long-term liability, arising as the college must offer the LGPS to staff who are not eligible as members
of the Teachers’ Pension Scheme, and would only crystallise if the college were to leave the pension
scheme.

At the last valuation, the actuaries recommended that the college did not pay additional contributions for
McCloud uncertainty and additional deficit contributions ceased. The next vaiuation is due 315 March
2022, and whilst uncertain the impact of Covid on the markets would be expected to have dissipated.

Further mitigating actions to manage the liability are being taken by the establishment of a fully owned
subsidiary company, Lakes College Enterprises Ltd, as a vehicle to limit the generation of additional
liabilities where possible.

The govemars have considered the contribution rates and the cashflow available to the college and can

meet the contributions as they are expected to fall due. Therefore, the LGPS liability is not considered a
material risk to the going concem of the college over the medium term.
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STATEMENT OF PRINCIPAL ACCOUNTING POLICIES (continued)
Agency Arrangements

The College acts as an agent in the collection and payment of discretionary support related funds and
bursaries received from funding and other bodies. Subsequent disbursements to students are excluded
from the Statement of Comprehensive Income where the College is exposed to minimal risk or enjoys
minimal economic benefit related to the transaction. In this case payments received and disbursed woud
be shown separately, exceptforthe 5% of the grant received which is available to the College to cover
administration costs relating to the grant. Any funds held are within creditor balances.

Post Retirement Benefits

Retirement benefits for most employees of the College are provided by the Teachers’ Pension Scheme
(TPS) and the Local Govemment Pension Scheme (LGPS). These are defined benefit schemes which
are extemally funded from the state pension scheme and contracted out of the second state pension.

Contributions to the TPS are charged to the income and expenditure account so as to spread the cost of
pensions over employees’ working lives with the College in such a way that the pension costis 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
TPS is a multi-employer scherme and the College is unable to identify its share of the underlying assets
and liabilities of the scheme on a consistent and reasonable basis. The TPS is therefore treated as a
defined contribution scheme and the contributions recognised as they are paid each year.

The assets of the LGPS are measured using closing fair values. LGPS liabilities are measured using the
projected unit method and discounted at the current rate of retum on a high guality corporate bond of
equivalent term and currency to the [ability. The increase in the present value of the liabilities of the
scheme expected to arise from employee service in the period is charged to the operating surplus as part
of staff costs incumred. The expected retum 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 and recognised in the statement of comprehensive income. Actuarial gains and losses are
recognised in recognised gains and losses.

Short Term Employment Benefits

Short term employment benefits such as salaries and compensated absences (holiday pay) are
recognised as an expense in the year in which the employees render service to the College. Any unused
benefits are accrued and measured as the ad ditional amount the College expects to pay as a result of the
unused entitlernent.

Enhanced Pensions

The actual cost of any enhanced ongoing pensicn to former members of staff is paid by the College
annually. An estimate of the expected future cost of any enhancement to the ongoing pension of aformer
members 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 spreadsheet provided by the funding bodies.

Non-Current Assets - Tangible Fixed Assets

a. Land and Buildings

Land and buildings inherited from the Local Education Authority are stated in the balance sheet at
valuation on the basis of depreciated replacement costs at acquisition, which is treated as deemed cost
under the transitional provisions of FRS 102. Land and buildings acquired since incorporation are included
in the balance sheet at cost.

Freehold land is not depreciated. Freehold buildings are depreciated over their expected useful economic
life to the institution of 50 years.

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 income grant account and are released to the
income and expenditure account over the expected useful economic life of the related asset on a basis
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STATEMENT OF PRINCIPAL ACCOUNTING POLICIES (continued)

of Chargeable Gains Act 1992, to the extent that such income orgains are applied exclusively to charitable
puUrposes.

The College is partially exempt in respect of Value Added Tax (VAT), so that it can only recover a minor
element of VAT charged oniis inputs. Irrecoverable VAT oninputs is included in the costs of such inputs

and added to the cost of tangible fixed assets as appropriate, where the inputs themselves are tangible
fixed assets by nature.

Since April 2017 the Apprenticeship levy of 0.5% of payroll costs above £3m is payable. The College has
the right to use the levy to pay for apprenticeship training for up to 24 months. Where it is considered the
levy can be utilised for apprenticeship training it is classed as pre-paid and released as expenditure when
utilised or written off after 24 months. Any 10% top up of the levy from Govemment funds will be
recognised as income in line with the release of the apprenticeship levy expense.

Liquid Resources

Cash and cash equivalents include sums on short-term deposits with recognised banks and building
societies and govemment securities.

Provisions

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

Judgements in applying accounting policies and key sources of estimation uncertainty

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

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

¢ determined whether there are indicators of impairment of the College’s tangible assets. Factors
taken into considerationin reaching such a decision include the economic viability and ex pected
future financial performance of the asset and where itis a component of a larger cash-
generating unit, the viability and expected future performance of that unit,

Other Key sources of estimation uncertainty

» Tangible Fixed assets

Tangible fixed assets are depreciated over their useful lives taking into account residual values, where
appropriate. The actual lives of the assets and residual values are assessed annually and may vary
depending on a number of factors. Inreassessing asset lives, factors such as technological innovation
and maintenance programmes are taken into account. Residual value assessments consider issues
such as future market conditions, the remaining life of the asset and the projected disposal values.

« [ocal Government Pension Scheme

The present value of the Local Govemment Pension Scheme defined benefit liability depends ona
number of factors that are determined on an actuanal basis using a variety of assumptions. The
assumptions used in determining the net cost {(income) for pensions include the discount rate. Any
changes in these assumptions, which are disclosed in note 18, will impact the cammying amount of the
pension liability. Furthermore, a roli forward approach which projects resuits from the latest fuli actuarial
valuation performed at 31 March 2019 has been used by the actuary in valuing the pensions liability at
31 July 2021. Any differences between the figures derived from the roll forward approach and a full
actuarial valuation would impact on the cammying amount of the pension liability.
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CONSOLIDATTN STATEMENTS OF COMPREHENSIVE INCOME
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CONSOLIDATED STATEMENTS OF CASH FLOWS
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21,

FINANCIAL COMMITMENTS

At 31 July 2021 the College had minimum lease payments under non-cancellable o perating leases as foliows:

Group and College

Landand Landand  Other
buitdings  budldings

2021 2030 gl
EO0D E0 E00
Expiring within one yoar : : -
a - as
Expiring betwean two and five years inclusive
Expiring after five yoars 4 s~
a5

RELATED PARTY TRANSACTIONS

Due to the nature of the College’s operations and the composition of the board of govemors (being drawn
from local public and private sector organisations) it is inevitable that transactions will take place with
arganisations in which a member ofthe board cfgovernors may have an interest. Al tran sactions involving
organisations in which a member of the board of governors may have an interest are conducted at armis
length and in accordance with the College's finandal regulations and nomal procurement procedures. No
transactions were identified in respect of govemorswhich should be disclosed.

The National College for Nuclear joint venture vehicle was established in 2017. Related party fransacions
amountto £10,266 (2020: £2,960), being paymentof Consultancy fees and part setup costs agreed over5
years (2020 insurance cover and audit fees for the National College for Nuclear). At the year end date the
National College for Nuclearowed £16,767 in respect ofthe transactions.

In July 2020, the College established a fully owned subsidiary company, Lakes College Enterprises Lid, as a
vehicle to provide services to the College. On 1 August 2020 out-sourced cleaning staff were transfemed fo
this subsidiary company which will provide cleaning servicesto the college. 3 staffwere part seconded  the
subsidiary company to manage the company and services. 2 Govemors have been appointed to the Board.
On 1% July 2021, out-sourced catering provision transferred to the company. Related part transactons in the
year amounted to £161,155 [£134,690 paid and £26,465 received] (2020:£0) At the year end date Lakes
College Enterprises Limited owed £14,490 to the College.

Transactions with the funding bodies and OfS are detailed innotes 1, 14 and 15.
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PROFESSIONAL ADVISORS:

External Auditors: Armstrong Watson Audit Limited

Internal Auditors:

Bankers:

Solicitors:

Chartered Accountants & Statutory Auditors
Fairview House

Victeoria Place

Carlisle

CA1 1HP

ICCA Education Training and Skills Ltd
11th Floor

McLaren House

46 Priory Queensway

Birmingham

B4 7LR

Barclays Bank plc
2 Finkle Street
Workington

CA14 2AU

Eversheds

Evershed House

20 Great Bridgewater Street
Manchester

M1 5ES

Burnetts
Victoria House
Wavell Drive
Rosehill
Carlisle

CA1 28T
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REPORTING ACCOUNTANTS ASSURANCE REPORT ON REGULARITY TO THE CORPORATION OF
LAKES COLLEGE AND SECRETARY OF STATE FOR EDUCATION ACTING THROUGH THE
EDUCATION AND SKILLS FUNDING AGENCY (the ESFA)

In accardance with the terms of our engagement letter dated 15t November 2021 and further to the
requirements and conditions of funding in the ESFA’s grant funding agreements and contracts, or those of
any other public funder, we have camied out an engagement to obtain limited assurance about whether
anything has come to our attention that would suggest that in all material respects, the expenditure
disbursed and income received by Lakes College during the period 1 August 2020 to 31 July 2021 have not
been applied to the purposes identified by Pardiament and the financial transactions do not conform to the
authorities which govem them.

The framework that has been appiied is set outin the Post-16 Audit Code of Practice (the Code) issued by
the ESFA and in any relevant conditions of funding conceming adult education notified by a relevant funder.
In line with this framework, our wark has specifically not considered income received from the main funding
grants generated through the Individualised Leamer Record (ILR) data retums, forwhich the ESFA has
other assurance arrangements in place.

This report is made solely to the corporation of Lakes College and the ESFA in accordance with the terms of
our engagement letter. Our work has been undertaken so that we might state to the corporation of Lakes
College and the ESFA those matters we are required to state in a report and for no other purpose. To the
fullest extent permitted by law, we do not accept, or assume, responsibility to anyone other than the
corporation of Lakes College and the ESFA far our work, for this report, or for the conclusion we have
formed.

Respective responsibilities of Lakes College and the reporting accountant

The corporation of Lakes College is responsible, under the requirements of the Further and Higher
Education Act 1992, subsequent legislation and related regulations and guidance, for ensuring that
expenditure disbursed and income received is applied for the purposes intended by Parliament and the
financial transactions conform to the authorities which govem them.

Our responsibilities for this engagement are established in the United Kingdom by our profession's ethical
guidance and are to obtain limited assurance and report in accordance with our engagement letter and the
requirements of the Code. We report to you whether anything has come to our attention in carrying out our
work which suggests that in all material respects, expenditure discussed and income received during the
period 1 August 2020 to 31 July 2021 have not been applied to purposes intended by Pariament or that the
financial transactions do not conform to the authorities which govem them.

Approach

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

The objective of alimited assurance engagement is to perform such precedures as to obtain information and
explanations in order to provide us with sufficient appropriate evidence to express a negative conclusion on

regularity.

A limited assurance engagement is more limited in scope than a reasonable assurance engagement and
consequently does not enable us to obtain assurance that we would become aware of all significant matters
that might be identified in a reasonable assurance engagement. Accordingly, we do not express a positive
opinion.

Our engagement includes examination, on a test basis, of evidence relevant to the regularity of the college’s
income and expenditure,
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REPORTING ACCOUNTANTS ASSURANCE REPORT ON REGULARITY TO THE CORPORATION OF
LAKES COLLEGE AND SECRETARY OF STATE FOR EDUCATION ACTING THROUGH THE
EDUCATION AND SKILLS FUNDING AGENCY (the ESFA)

The work undertaken to draw our conclusionincludes:

A review of the accuracy of the corporation's self-assessment of compliance with regularity and
propriety requirements and review of appropriate evidence and documentation.

Review of expenditure systems for compliance with corporation policy and scheme of defegation.
Consideration of staff expense claims in line with policy

Review of procedures in respect of govemment procurement cards.

Review of corporation minutes.

Consideration of advisory matters from intemal auditors reports.

Conclusion

In the course of ourwork nothing has come to our attention which suggests that in all material respects the
expenditure disbursed and income received during the perod 1 August 2020 to 31 July 2021 has not been
applied to puposes intended by Parliament and the financial transactions do not conform to the authorities
which govem them.

(oo bon

Karen Rae, FCCA

For and on behalf of

Armsirong Watson Audit Limited

Chartered Accountants & Statutory Auditors

DATE: 9 December 2021
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