
















































INDEPENDENT AUDITOR'S REPORT TO THE CORPORATION OF CITY OF SUNDERLAND 

COLLEGE IN RESPECT OF NORTHUMBERLAND COLLEGE 

Opinion 

We have audited the financial statements of Northumberland College ("the College") for the period 
from 1 August 2018 to 21 March 2019 which comprise the Consolidated and College Statements of 
Comprehensive Income, Consolidated and College Statements of Changes in Reserves, 
Consolidated and College Balance Sheets, Consolidated Statement of Cash Flows and related 
notes, including the accounting policies in note 1. 

In our opinion the financial statements: 

• give a true and fair view of the state of the Group's and the College's affairs as at 21 March 2019 
and of the Group's and the College's income and expenditure, gains and losses and 
changes in reserves, and of the Group's cash flows for the period then ended; and

• have been properly prepared in accordance with UK accounting standards, including FRS 102 The 
Financial Reporting Standard applicable in the UK and Republic of Ireland, and with the 2015 
Statement of Recommended Practice - Accounting for Further and Higher Education. 

Emphasis of matter - non-going concern basis of preparation 

We draw attention to the disclosures made in note 1 to the financial statements which explains that 
the financial statements are now not prepared on the going concern basis for the reason set out in 
that note. Our opinion is not modified in respect of this matter. 

Basis for opinion 

We conducted our audit in accordance with International Standards on Auditing (UK) ("ISAs (UK)") 
and applicable law. Our responsibilities are described below. We have fulfilled our ethical 
responsibilities under, and are independent of the Group in accordance with, UK ethical 
requirements including the FRC Ethical Standard. We believe that the audit evidence we have 
obtained is a sufficient and appropriate basis for our opinion. 

Impact of uncertainties due to the UK exiting the European Union on our audit 

Uncertainties related to the effects of Brexit are relevant to understanding our audit of the financial 
statements. All audits assess and challenge the reasonableness of estimates made by the 
Corporation, such as valuation of pension liabilities and related disclosures and the appropriateness 
of the going concern basis of preparation of the financial statements. All of these depend on 
assessments of the future economic environment and the Group's future prospects and 
performance. 

Brexit is one of the most significant economic events for the UK, and its effects are subject to 
unprecedented levels of uncertainty of consequences, with the full range of possible effects 
unknown. We applied a standardised firm-wide approach in response to that uncertainty when 
assessing the Group's future prospects and performance. However, no audit should be expected to 
predict the unknowable factors or all possible future implications for a college and this is particularly 
the case in relation to Brexit. 
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Other information 

The Corporation is responsible for the other information, which comprises the Statement of 
Corporate Governance and Internal Control and the Governing Body's Statement on the College's 
Regularity, Propriety and Compliance with Funding Body Terms and Conditions of Funding. Our 
opinion on the financial statements does not cover the other information and, accordingly, we do not 
express an audit opinion or any form of assurance conclusion thereon. 

Our responsibility is to read the other information and, in doing so, consider whether, based on our 
financial statements audit work, the information therein is materially misstated or inconsistent with 
the financial statements or our audit knowledge. Based solely on that work, we have not identified 
material misstatements in the other information. 

Matters on which we are required to report by exception 

Under the Post-16 Audit Code of Practice 2018 to 2019 (February 2019) issued by the Education and 
Skills Funding Agency we are required to report to you if, in our opinion: 

• adequate accounting records have not been kept by the parent College; or

• the parent College's financial statements are not in agreement with the accounting records; or

• we have not received all the information and explanations we require for our audit. 

We have nothing to report in these respects. 

Corporation's responsibilities 

As explained more fully in their statement set out on pages 20-21, the Corporation is responsible for: 
the preparation of the financial statements and for being satisfied that they give a true and fair view; 
such internal control as it determines is necessary to enable the preparation of financial statements 
that are free from material misstatement, whether due to fraud or error; assessing the Group and 
parent College's ability to continue as a going concern, disclosing, as applicable, matters related to 
going concern; and using the going concern basis of accounting unless it either intends to liquidate 
the College or to cease operations, or has no realistic alternative but to do so. 

Auditor's responsibilities 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue our opinion in an 
auditor's report. Reasonable assurance is a high level of assurance, but does not guarantee that an 
audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it 
exists. Misstatements can arise from fraud or error and are considered material if, individually or in 
aggregate, they could reasonably be expected to influence the economic decisions of users taken on 
the basis of the financial statements. 

A fuller description of our responsibilities is provided on the FRC's website at 
www.frc.org.uk/auditorsresponsibilities. 

The purpose of our audit work and to whom we owe our responsibilities 

This report is made solely to the Corporation, in accordance with Article 22 of the College's Articles 
of Government. Our audit work has been undertaken so that we might state to the Corporation those 
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FRS 102 (28) 

Under the definitions set out in FRS 102 (28.11), the TPS is a multi-employer pension plan. The 
College is unable to identify its share of the underlying assets and liabilities of the plan. 
Accordingly, the College has taken advantage of the exemption in FRS 102 and has accounted for 
its contributions to the scheme as if it were a defined-contribution plan. The College has set out 
above the information available on the plan and the implications for the College in terms of the 
anticipated contribution rates. 

Local Government Pension Scheme 

The LGPS is a funded defined-benefit plan, with the assets held in separate funds 
administered by Northumberland County Council. The total contributions made for the part-
year to 21 March 2019 were £920k of which employer’s contributions totalled £770k and 
employees’ contributions totalled £150k. The assets and liabilities of this scheme will transfer 
to the Tyne and Wear scheme on 1 April 2019, where the agreed contribution is currently 
18.4% of pensionable pay for employers, rising to 18.7% from April 2020 and a variable rate 
related to pensionable pay for employees. 
. 
Principal Actuarial Assumptions 

The following information is based upon a full actuarial valuation of the fund at 31 March 2016 
updated to 21 March 2019 by a qualified independent actuary. 

2019  2018 

Rate of increase in salaries  3.7%  3.6% 

Future pensions increases  2.2%  2.1% 

Discount rate for scheme liabilities  2.4%  2.8% 

Inflation assumption (CPI)  2.2%  2.1% 

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

2019  2018 

years  years 

Retiring today 

Males  21.9  22.9 

Females  23.8  25.0 

Retiring in 20 years 

Males  23.6  25.1 

Females  25.7  27.3 
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Fair Value at  
21 March 2019 

Fair Value at  
31 July 2018 

£’000    £’000 

Equities    17,240  16,598 

Government bonds      4,490  4,543 

Corporate bonds  2,070  1,847 

Property  1,100    998 

Cash      ‐  ‐ 

Other    1,340    974 

Total fair value of plan assets  26,240  24,960 

Actual return of plan assets  710  1,900 

The amount included in the balance sheet in respect of the defined benefit pension plan 
as follows: 

2019  2018 

£’000  £’000 

Fair value of plan assets  26,240  24,960 

Present value of defined benefit obligation  (31,700)  (28,760) 

Net pensions liability  (5,460)  (3,800) 

Amounts recognised in the Statement of Comprehensive Income in respect of the plan 
are as follows:  

2019  2018 

£’000  £’000 

Amounts included in staff costs 

Current service cost   730  1,390 

Past service cost  510  10 

Total   1,240  1,400 

Financing cost 

Interest on net defined benefit obligation  60  100 

60  100 

Amount recognised in Other Comprehensive Income 

Asset gains arising during the period  260  1,310 

Liability (losses) arising during the period  (1,390)  (460) 

Amount recognised in Other Comprehensive Income  (1,130)  850 
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Movement in net defined benefit obligation during year 

2019  2018 

£’000  £’000 

Net defined benefit obligation in scheme at 1 August   (3,800)  (4,450) 

Movement in year: 

Current service cost  (730) (1,390)

Employer contributions  770    1,300

Past service cost  (510) (10)

Net interest on the defined (liability)  (60) (100)

Actuarial gain or loss  (1,130)  850

Net defined benefit obligation at 21 March   (5,460)  (3,800) 

Asset and Liability Reconciliation 

2019  2018 

£’000  £’000 

Changes in the present value of defined benefit obligations 

Defined benefit obligations at start of period  28,760  26,440 

Current service cost  730  1,390 

Interest cost on defined benefit obligation  510  690 

Contributions by Scheme participants  150  260 

Actuarial gains/(losses) on liabilities  1,390  460 

Net benefits paid  (350) (490)

Past Service cost  510  10 

Curtailments and settlements  ‐  ‐ 

Defined benefit obligations at end of period  31,700  28,760 

Changes in fair value of plan assets 

Fair value of plan assets at start of period  24,960  21,990 

Interest income on assets  450  590 

Re‐measurement gains/(losses) on assets  260  1,310 

Contributions by the employer  770  1,300 

Contributions by Scheme participants  150  260 

Net benefits paid  (350) (490)

Fair value of plan assets at end of period  26,240  24,960 
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25. Related party transaction

Owing to the nature of the College’s operations and the composition of the Board of Governors, 
being drawn from local public and private sector organisations, it is inevitable that transactions 
will take place with organisations in which a member of the board of governors may have an 
interest. All transactions involving such organisations are conducted at arm’s length and in 
accordance with the College’s financial regulations and normal procurement procedures. 

The total expenses paid to or on behalf of the Governors during the year was £nil (2017-18: 
£nil). 

No Governor has received any remuneration or waived payments from the College or its 
subsidiaries during the year (2017-18: £nil). 

One Governor (W Daley) is a senior councillor of Northumberland County Council (NCC) and 
one Governor (K Angus) is a senior staff member at NCC. Details of transactions with 
Northumberland County Council are shown below.  

 One Governor (R Smith) is a director of Northumberland Business Service Limited (NBSL), 
one of the College’s delivery partners on the £7.4m European Social Fund (ESF) – Improving 
the Labour Market Relevance of Education and Training Systems contract.  Details of the 
transactions with NBSL are shown below. 

Nature of transaction / relationship  (Income )/Expenditure  Debtor / (Creditor) 

2019  2018  2019  2018 

Northumberland County Council  £,000  £,000  £,000  £,000 

Secured Loan (note 16)  214  345  (7,669)    (8,027) 

LEAP funding  ‐  (190)  9 9 

High Needs funding  ‐  (97)  ‐ ‐ 

Rates   57  85  ‐  ‐ 

Rental of premises  17  27  (8) (8)

Datalinks  ‐  47  ‐  ‐

NBSL 

ESF Partner Payments 
283  189  (4) (4)

Landex 

Membership fee 
8 7 (7) ‐

British Horse Society 

Centre approval  1  ‐  1  ‐ 
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26. Amounts disbursed as agent

2019  2018 

£’000  £’000 

Funding body grants – bursary support  161   151 

Funding body grants – advanced learning loans bursary  13  ‐ 

Funding body grants – discretionary learner support  48   250 

Funding body grants – free meals  23  ‐ 

Funding body grants – residential bursaries  69   113  

314  514  

Disbursed to students  (314) (423)

Administration costs  ‐     (19)

Balance unspent as at period end, included in creditors  ‐  72 

Funding body grants are available solely for students. In the majority of instances, the College 
only acts as a paying agent. In these circumstances, the grants and related disbursements are 
therefore excluded from the Statement of Comprehensive Income. 
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Reporting Accountant’s Report on Regularity to the Corporation of City of Sunderland 
College in respect of their responsibilities for Northumberland College and the Secretary 
of State for Education acting through the Education and Skills Funding Agency (ESFA) 

In accordance with the terms of our engagement letter dated 31 May 2019 and further to the 
requirements and conditions of funding in  ESFA  grant funding agreements and contracts, or 
those of any other public funder, we have carried 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 Northumberland College 
during the period 1 August 2018 to 21 March 2019 have not been applied to the purposes 
identified by Parliament and the financial transactions do not conform to the authorities which 
govern them. 

The framework that has been applied is set out in the Post-16 Audit Code of Practice issued by 
the ESFA. In line with this framework, our work has specifically not considered income received 
from the main funding grants generated through the Individualised Learner Record (ILR) 
returns, for which the ESFA has other assurance arrangements in place. 

This report is made solely to the corporation of City of Sunderland College in respect 
of their responsibilities for Northumberland 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 City of Sunderland 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 City of Sunderland 
College and the ESFA for our work, for this report, or for the conclusion we have formed. 

Respective responsibilities of Northumberland College and the reporting accountant 

The corporation of City of Sunderland College is responsible, under the requirements of the 
Further & Higher Education Act 1992, subsequent legislation and related regulations and 
guidance, for ensuring that expenditure disbursed and income received by Northumberland 
College is applied for the purposes intended by Parliament and the financial transactions 
conform to the authorities which govern 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 Post-16 Audit Code of Practice. We report 
to you whether anything has come to our attention in carrying out our work which suggests that 
in all material respects, expenditure disbursed and income received during the period 1 
August 2018 to 21 March 2019 have not been applied to purposes intended by Parliament or 
that the financial transactions do not conform to the authorities which govern them. 

Approach 

We conducted our engagement in accordance with the Post-16 Audit Code of Practice issued by 
the ESFA. We performed a limited assurance engagement as defined in that framework.  

The objective of a limited assurance engagement is to perform such procedures 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. 






