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Key Management Personnel, Board of Governors and Professional advisers 

Key management personnel 
Key management personnel are defined as members of the principalship and were 
represented by the following in 2016/17: 

Barry Hicks - Principal and Accounting officer (Retired 31/08/16) 
Vanessa Cass - Interim Principal and Accounting officer (01/09/16 to 23/04/17) 
Alex Scott - Principal and Accounting Officer (Appointed 24/04/17) 
Jeffrey Roberts - Director of Finance & Resources 

Board of Governors 
A full list of Governors is given on pages 9 and 10 of these financial statements. 

Trevor Little acted as Clerk to the Corporation throughout the period. 

Professional advisers 

Financial Statement and 
Regularity Auditors 

RSM UK Audit LLP 
Chartered Accountants 
Highfield Court 
Tollgate 
Chandlers Ford S053 3TY 

Internal Auditors Southern Internal Audit Partnership 
County Treasurer's 
The Castle 
Winchester S023 8UB 

Bankers Lloyds Bank Corporate Markets 
3 Town Quay 
Southampton S014 2AQ 

Solicitors Paris, Smith LLP 
1 London Road 
Southampton S015 2AE 
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Members' Report 

NATURE, OBJECTIVES AND STATEGIES 

The members present their report and the audited financial statements for the year ended 
31 July 2017. 

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

Mission 
The College's mission as approved by its members is: 

To be an inclusive and supportive College in which all students flourish. 

Public Benefit 
Itchen College is an exempt charity under the Part 3 of the Charities Act 2011 and following the 
Machinery of Government changes in July 2016 is regulated by the Secretary of State for 
Education. The members of the Governing Body, who are trustees of the charity, are disclosed 
on pages 9 and 10. 

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. 
• Links with Local Enterprise Partnerships (LEPs) 

College Profile 
Itchen is a sixth form college on the east of Southampton known for its inclusive character 
serving a student population of approximately 1400 full time 16-19 age group students and a 
significant number of international students. There is also provision for adults studying part time 
on vocational and academic courses. 

Student numbers in the 16-19 age range have grown significantly over the past 10 years and the 
College now draws from a wide area particularly to the north and east of Southampton. In 
keeping with its inclusive character, the College caters for students with a wide range of ability 
levels including those aiming for Oxbridge entry and those with moderate learning difficulties and 
physical disabilities such as visual impairment. 

The growth in student numbers has been achieved with financial stability and has been matched 
with building improvement grants enabling significant investment in the estate including new 
science laboratories, a performing arts studio and improved student areas. 
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Members' Report (continued) 

At its most recent inspection the College was graded as 'Requires Improvement', despite 
increases in performance (achievement and value added) over the previous three years. As a 
result of its inspection outcome, the College will have less access to full time international 
students in the immediate future, limiting the additional income the College has benefitted from in 
recent years. The College is seeking to mitigate this decline in income as part of a change 
programme instigated by its new Principal from April 2017. 

Strategic Priorities - Our Aspirations 
We expect our learners to develop confidence and resilience, be successful in their 
programme and aspire to move on to a destination that builds on their abilities. We do this by 
prioritising: 

Excellence in Learning - 
By 2020 Itchen College will be outstanding and recognised as a regional centre of excellence. 
We will develop learning through creativity and innovation, making the most of the resources 
available to develop opportunities for our learners. 

Outstanding Outcomes - 
The College will retain its reputation as an "inclusive" college and be noted for its pastoral care as 
well as excellence in teaching and results. Close links will be maintained or forged with local 
business, higher education and feeder schools, both from the state and independent sectors. 

Sustainability and Growth - 
The College will operate in surplus with a goal of achieving an operating surplus of 3% of income 
by 2020/21. We will continue our international activity and grow other commercial activity to 
reduce dependence on agency funding. The estate and its resources will have been significantly 
improved and extended in readiness for the demands of both the changing curriculum and 
demographic increase. 

Financial plan 
The College financial plan is prepared in support of the three year strategic plan but with 
considerable uncertainty given the lack of clarity on future funding from the government. With this 
proviso the key elements of the three year plan are as follows: 

1. The College will sustain a 'Satisfactory" financial health rating in the medium term, though it 
has only be achieved by a small margin in 2016/17. 

2. The College will achieve an operating surplus in each year of the plan. 
3. The International School Business Plan for 2017/18 is based on a cohort of 50 FTE's. There 

is a significant international marketing drive to attract students for short-term courses that do 
not require a Tier 4 visa. The market for taster sessions is strong and could backfill any 
shortfall in other international recruitment. 

4. Group staff costs will continue to be tightly controlled with the total salary to total revenue ratio 
of 62.6% in 2017/18. 

5. Other fees and income are assumed to remain broadly at their current level. 
6. General expenditure has assumed an inflation rate of 2% where applicable. 
7. Capital investment will be maintained at £200,000 p.a. and applications will be made for 

buildings estate development and the Artificial Playing Surface project when the opportunity 
arises. 

8. Operational Cash Flow will be positive over the forecast period. 
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Members' Report (continued) 

9. The Nursery and Itchen Company Ltd will contribute a small annual profit. 

Financial Objectives 

To operate the College with a view to achieving the following financial targets which form part of 
the three-year financial plan, which was updated on 30th June 2016. 

17/18 18/19 19/20 
Pay Expenditure as a % of Income 62.6% 62.3% 62.8% 
Group Net Operating Surplus £(000) 56 50 50 
Net Cash Flow (excludìnq BCIF) £(000) +148 +124 +91 
Non Funding Body Income as a % of Total 29% 28% 28% 
Income 
Fee Income as a % of Total Income 10% 8% 8% 
Capital Expenditure £(000) 200 200 200 

Performance indicators 

The College assesses performance against key performance indicators that align with the 
financial targets detailed in the Financial Objectives section. 

The College is committed to observing the importance of the indicators and is monitoring these 
through the completion of the annual Finance Record for the Education & Skills Funding Agency 
(ESFA). The Finance Record produces a financial health grading. The current Financial Health 
score reflects a weak Satisfactory grade. The College is determined to improve the score 
significantly over the next three years. 

FINANCIAL POSITION 

Financial Results 

The College and its subsidiary company generated an operating deficit in the year of £546,000 
(2016 - operating surplus £38,000). 
The Group has accumulated reserves of £1,290,000 excluding the pension reserve adjustment. 
The Group has significant reliance on the education funding bodies for its principal funding source, 
largely from recurrent grants. In 2016/17 the FE funding bodies provided 67.4% of the Group's total 
income. 
A long term loan facility of £2m was agreed with Lloyds Bank pic in January 2010. 
A wholly owned subsidiary company, The Itchen Company Limited (ICl), operates the Sports 
Centre and has responsibility for the provision of retail services for College and public functions held 
on College premises. 

Capital Projects 
There were no significant capital schemes in 2016/17 and there are none planned for 2017/18. 

long Term Funding 
In 2010 the College restructured its bank loans and overdraft facility to secure a reasonable level 
of working capital and liquidity. 
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Members' Report (continued) 

Treasury policies and objectives 
Treasury management is the management of the College's cash flows, banking, money market and 
capital market transactions; the effective control of the risks associated with those activities; and the 
pursuit of optimum performance consistent with those risks. 
The College has a treasury management policy in place. 

All borrowing is authorised by the Governing Body. Such arrangements are restricted by limits in 
the College's Funding Agreement previously agreed with the ESFA. 

Cash flows 
During 2016/17 there was a net cash outflow of £319,000 (2015/16- inflow £674,000). 

Reserves policy 
The College has no formal Reserves Policy but recognises the importance of reserves in the 
financial stability of any organisation, and ensures that there are adequate reserves to support the 
College's core activities.The College Reserves suffered a significant reduction in 2016/17 as a result 
of the operating deficit. The Three-year Financial plan maps a recovery of cash reserves to improve 
financial resilience. 

Liquidity 

The 2016/17 deficit has reduced liquidity but the current cash position and forecast cash flows for the 
coming year reflect a sustainable situation. 

Going Concern 

The College believes it will be able to continue in operation and meet its liabilities taking account of 
the current position and principal risks. This is based on the Financial Plan agreed by the Corporation 
on 6 July 2017 and covers the next two years. 

CURRENT AND FUTURE DEVELOPMENT AND PERFORMANCE 

Financial Health 
The College's has a financial health grade of Satisfactory following a difficult year. The three-year 
financial plan indicates the health grade remaining Satisfactory over the forecast period but 
growing in strength within that Band. 

Student Numbers 
In 2016/17, the College had 1419 16-18 students on roll against an EFA allocation of 1402. 
Overall, the College delivered 103.97% of its total agency allocation. 
The College also taught 92 FTE overseas fee-paying students. 

Student achievements 
The College was graded as 'Require improvement' in the Ofsted inspection in February 2017. 
Good progress has been made with the delivery of the Post Inspection Action Plan to address 
the issues raised by the Inspector. 
Overall student achievement rates fell by 1.5% but value-added data improved when compared 
with the previous year. 

Curriculum Developments 
The curriculum offer remains under continuous review in order to ensure that programmes of 
study meet the needs of the local population. Recent developments have included the 
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Members' Report (continued) 

introduction of the first wave of the new linear A levels and a move away from AS assessment. 
Changes to general vocational programmes now sees an equal offer of Cambridge Technicals 
and BTEC, with a move away from an all BTEC offer. 
The College encourages students to enrol on coherent programmes that will enhance their 
prospects of progression into higher education or employment on completion of their course, and 
there is significant initial advice and guidance to ensure their selected programme allows them to 
meet their future career aim. This supports a teaching and learning strategy that is focused on 

raising aspirations and developing study habits to ensure successful transition to college and 
success on their programme of study - a pre-requisite of success being a clear plan in terms of 
future progression. 
The College is involved in the development of the new T level qualification and will keep a watching 
brief in relation to programmes that may suit this new approach. This is likely to involve courses in 
the Care area, where there is already a significant work placement element. 
The Sports Academy focuses student programmes on sport related qualifications and continues 
to be a very successful growth area for the College. This model is being replicated across the 
Creative Arts and Public Services areas. 

Payment performance 
The Late Payment of Commercial Debts (Interest) Act 1998, which came into force on 1 November 
1998, requires colleges, in the absence of agreement to the contrary, to make payments to 
suppliers within 30 days of either the provision of goods or services or the date on which the invoice 
was received. The target set by the Treasury for payment to suppliers within 30 days is 95 per cent. 
During the accounting period 1 August 2016 to 31 July 2017, the College paid 93 per cent of its 
invoices within 30 days. The College incurred no interest charges in respect of late payment for 
this period. 

Post Balance Sheet Events 
There have been no significant post balance sheet events. 

Future developments 

The College seeks to maintain its current student number to maintain efficiency in the operation of the 
existing campus. The improvement of building resources continues to be a priority for the College 
when the funding becomes available. 

RESOURCES 

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

Financial 
The Group has £1,716,000 of net assets (including £2,250,000 pension liability) and long term debt 
of £1 ,507,000 . 

People 
The College employs 169 people (expressed as full time equivalents), of whom 84 are teaching 
staff. 

Reputation 
The College has a strong reputation of being inclusive and serving its community. 
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Members' Report (continued) 

PRINCIPAL RISKS AND UNCERTAINTIES 

A risk register is maintained at the College level which is reviewed at least annually by the Audit 
Committee and more frequently where necessary. The risk register identifies the key risks, the 
likelihood of those risks occurring, their potential impact on the College and the actions being taken 
to reduce and mitigate the risks. Risks are prioritised using a consistent scoring system. 
Outlined below is a description of the principal risk factors that may affect the College. Not all the 
factors are within the College's control. Other factors besides those listed below may also 
adversely affect the College. 

1. Government funding 
The College has considerable reliance on continued government funding at 65.7% of total income. 
There can be no assurance that government policy or practice will remain the same or that public 
funding will continue at the same levels or on the same terms. 

This risk is mitigated in a number of ways: 

• By ensuring the College is rigorous in delivering high quality education and training. 
• Considerable focus and investment is placed on maintaining and managing key 

relationships with the various funding bodies. 
• Ensuring the College is focused on those priority sectors which will continue to benefit from 

public funding. 

2. International Fees 
Fees derived from international students make a significant contribution to College income. The 
market and UKVI criteria are both volatile and could change with short notice. Robust administrative 
controls and investment in marketing help to mitigate this risk. The loss of Tier 4 status restricts the 
type of international programmes available and resumption of full time courses is dependent on future 
Ofsted inspection outcomes. 

3. Maintain adequate funding of pension liabilities 
The financial statements report the share of the pension scheme deficit on the College's balance 
sheet in line with the requirements of FRS 102. 

STAKEHOLDER RELATIONSHIPS 

In line with other colleges and with universities, the College has many stakeholders. These include: 
• Students 
• Funding bodies 
• Sixth Form Commissioner 
• Staff 
• Local employers (with specific links) 
• Local Authorities 
• Government Offices/Regional Development Agencies/LEPs 
• The local community 
• Other FE institutions 
• Trade Unions 
• Professional Bodies 
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