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RC[JOIT of the Board of Governors ol In presenting the Annual Accounts and Finan.cial.State'ments, I am pleased to
report that 1997-98 was another year of solid financial performance by the
A University College. The small rise in the historical cost surplus to £99,000 from
Corp_oratc Governance 9 £8,000 in 1996-97 is significant in that it arrests a trend which has seen this

i L EyaLs surplus fall from £1.8 million in 1994-95, through £1 million in 1995-96 to
RCSPOHSI[’II![ICS of the Board of Governors 10-11 current levels. It still, however, represents a very fine line between the declaration

! of a surplus or a deficit and falls well short of the three per cent of income which

RC[’)O[‘I of the Auditors 12 has been promoted by the Higher Education Funding Council as a desirable level
if appropriate re-investment is to be achieved. However, given the problems

Statement of pl.'illCipﬂl ACCOI.]I][iI‘lg Policies 13-15 facing HE institutions in achieving this target, the College takes some satisfaction

in achieving a historical cost surplus in what was predicted to be a very difficult
year.
Income overall rose by just under two per cent; almost half of the increase
- - = i _ being attributable to additional revenue from external research grants and
Note of Historical Cost SUF]JIUSCS and Deficits 17 1 contfacts. Total expenditure rose by 1.7 per cent within which staff costs rose by
2.75 per cent and operating expenses by 0.9 per cent. The staff cost increase can
Balance Sheets 18 | be placed against the background of a 2.9 per cent pay award and incremental
drift of c.1.25 per cent. This increase, therefore, reflects the continuing
Consolidated Cash Flow Statement 19 downward pressure on the number of staff employed. The small rise in
operating expenses again indicates the success of cash limiting many areas of
college non-pay spend at last year's levels which themselves were virtually
. unchanged from the previous year. Achieving the 1997-98 budget thus reflects
in Net Debt 20 the very tight control the College exercises in monitoring its expenditure and
cash flow on a month-by-month basis and the amount of time and consideration
Notes to the Accounts 21 - 31 afforded to forward budgetary planning.
Such careful control has however enabled the College to continue to enhance
and extend its estate and facilities. This saw the development of some 230
student residences at Avenue Campus. Along with substantial internal
refurbishment, including a new careers suite and performance design area, these
further developments at Avenue Campus underlined the Governors'
determination to upgrade and enhance Nene's inner town site. The Estates
Committee of Governors signalled their commitment to the Avenue Campus by
requiring from the senior executive a new five year maintenance and
development plan for the site.

Consolidated Income and Expenditure Account 17

Reconciliation of Net Cash Flow to Movement

The construction of the Senate building on Park Campus represented an
important tangible symbol of the College's new designation as a University
College as well as providing much needed facilities for the staff within which to
work and relax. Supported by an extremely generous donation of over £1
million, the new building provides dining and common room facilities as well as
IT seminar space, a quiet working area and video conferencing facilities.
Additionally, it houses the College's Council room as well as office space for
members of the Directorate and their staff.

During the year, the College (along with all other HEIs in the sector) was
invited to bid for up to two major projects by the HEFCE. The College was
successful in having both bids short-listed and was pleased to receive the news
that one of its bids, an extension to the library at Park Campus, was to be
supported. In all 45 bids were funded and the library project was the ninth
largest bid to be supported by the Funding Council. The cost of the development
is £3.4 million of which £1.7 million has been supported by the HEFCE and the
College has identified a further £700,000 from its own resources. Thus Nene
launched an appeal for donations to meet a £1 million target which is required in
order to move the project onwards to a successful conclusion.

However the extension of the Library at Park Campus must not detract from
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the continuing refurbishment and redevelopment of general and departmental
teaching space, and must needs be accompanied by progressive expansion and
upgrading of the College's computing facilities. The investment in academic
resources must continue to be made as heavily as funding permits.

The challenge for all universities for the future will be to demonstrate that our
investment in higher education delivers really good value, both for society and
for individual students. It must be the means to the delivery of quality provision,
the attainment of the highest possible standards, and the commitment to
excellence in teaching and learning.

And in that process, the coming year will, it goes without saying, be one of
challenge for Nene; but it should not witness the scale of significant change of the
recent past, and we should not be subject to such variations in national policy; it
should be a time for consolidation and commitment.

Pre-eminently for Nene, as for all in Higher Education, this will require
attention to the quality of our provision and the relevance of our provision.
League tables and performance indicators are permanent features of our lives.
Their positive contribution is that they keep us all alert to the standards of our
awards and concern for the quality of our provision. We have rightly to
recognise the reality of the interests of our stakeholders - be they students or
employers, taxpayers or government. Against a continually diminishing resource
base, we must maintain standards and enhance the quality of our activities. And
in doing so we must be responsive particularly to the interests and needs of both
employers and students. With employers Nene will continue to enhance and
make more effective its contacts and consultative arrangements.

With students it is heartening the extent to which today's students wish to be
involved and be active in course consultative arrangements and student
representation. But from our graduates and alumni we must increasingly learn
from their subsequent experience whether their courses met their needs, prepared
them for the difficult challenges that they will face in the future, and most
importantly encouraged them to change in order to meet the demands of the
world of work.

In enhancing the quality of provision for all our students, we at Nene
recognise, and are committed to, the centrality of research for the mission of the
College. It is an essential part of Nene's regional and national role. As well as
promoting essential knowledge and understanding in its own right, research also
plays an essential purpose in establishing and maintaining high academic and
professional standards of expectation and achievement at all levels; it will
underpin teaching at Nene through an intellectually challenging and self-critical
culture of learning and through its contribution to the academic and professional
development of the disciplines concerned; it will contribute to the economic,
social and physical well-being of our region. The College is thus committed to
developing and strengthening its research profile and the level of achievement as
an integral part of its wider activities. It is an essential component of the
College's purpose, to which everyone is committed, and to which everyone
contributes, either directly or indirectly.

We recognise that the future development of Nene's research activity and
reputation will depend upon the quality of the research environment it can
provide, and upon the quality of its research planning, management and
administration. Substantial strides have been made, but we would be the first to
recognise the challenges that remain. But we are committed to achieving those
goals, for we believe fundamentally that research and scholarship are essential to
the standards, quality and character of a university level institution.

Research and consultancy are also vital to the realisation of our local and
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regional mission. And that mission will be ever more important in the future.
The emergence and establishment of the Government's regional policies clearly
create new demands and new opportunities for higher education institutions.
Nene is committed to working with the other universities in the Fast Midlands to
promote higher education in the region, to enhance its value for business and the
community, and to maximise the opportunities that will arise for institutions,
both individually and collectively, in the new regional structures.

Within its own County, Nene is excited by the opportunities that will arise
through the recently launched Northamptonshire Federation for Higher and
Further Education. This development will build on the Northampton Compact
of the past five years in which Nene has worked in partnership with its local
further education colleges - Northampton and Moulton Colleges. The
Federation will bring together all the colleges in the County, and working in
partnership with the County Council, the Borough of Northampton and other
district authorities, and with the Chamber of Commerce Training and Enterprise,
this new federation will serve as the vehicle for delivering the lifelong learning
agenda for Northamptonshire. It will provide further and higher education for
the people of Northamptonshire where and how they want it; it will engage with
the local authorities and other public sector bodies and with business and
commerce to meet their needs; it will positively promote future higher education
in Northamptonshire and increase participation; it will avoid unnecessary and
inappropriate duplication of activity, and ensure the most effective and efficient
use of public funds in delivering further and higher education in
Northamptonshire; it will gain the maximum advantage for further and higher
education in Northamptonshire within the East Midlands Region.

As such, the Northamptonshire Federation will enable further and higher
education institutions in the County to work together towards a common goal,
whilst retaining their individual missions. And that mission for Nene remains
clear and constant, and that is vital. For the higher education sector in this
country, and indeed world-wide, is undergoing a crisis of change, and the
institutions that are best placed to deal with that situation will be those that have
well-understood strategies and missions in place. For Nene this means that its
Mission must be committed not only through its academic activities but also
through its managerial operations. The spirit of scholarship must inform the
environment of the University College.

Universities in the future should attempt to achieve a balance between
tradition and innovation, whilst seeking to reach a wider community through
their teaching and research. Universities must continue to be committed to
scholarship and research; but they must increasingly become committed to the
needs of their various external stakeholders and offer a good service to their
community. And a good university must have an excellent reputation for the
quality of its learning, whether it be through teaching or research. Nene will
address these responsibilities and will recognise that its primary concern is to be
more than just a catalyst for economic growth, and will thus rather identify its
mission with the pursuit of knowledge and independent enquiry. And for the
future Nene will pursue its mission and be committed to its mission, rather than
simply seek to emulate others.
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Report of the Board of Governors

Format of the financial statements

The consolidated financial statements presented within this report are structured
in accordance with the Statement of Recommended Practice on Accounting in
Higher Education Institutions.

The intention of the SORP is that the accounts of Higher Education
Institutions should, as far as possible, be prepared on a comparable and
consistent basis. They should also, where possible, be prepared on a similar basis
to the accounts of other corporate organisations. As such, the SORP takes
account of what is currently thought of as best accounting practice, the
accounting provisions of the Companies Acts, Statements of Standard
Accounting Practice, Financial Reporting Standards, as applicable to Higher
Education Institutions, and the concept of the “true and fair view”, which is
regarded as of paramount importance.

The consolidated financial statements cover the activities of Nene College and
its two wholly owned subsidiary companies: Nene College Library Company
Limited and Nene College Enterprises Limited.

Results for the year

Financial year 1997/98 was another period of solid financial performance by the
College. The small historical cost surplus achieved was particularly pleasing
given initial budget projections of a small deficit and the need during the year to
react quickly to under-recruitment against overseas, postgraduate and part-time
targets. Savings from vacant posts and non pay underspends in cost centres were
major contributors to the year end financial position as was additional interest
on deposits as interest rates remained very competitive and cash flow significantly
bettered projections. The institution continues to have a sound balance sheet and
a satisfactory cash position, both of which enable it to look forward to the highly
uncertain national financial situation in Higher Education from a relatively stable
financial base. Cash backed reserves available to the College centrally, however,
remain, as in previous years, at very modest levels in relation to the turnover of
the institution.

In summary, the College’s financial results were:
1997/98 1996/97

£'000 £'000
Income 36,179 35,482
Expenditure 36,751 36,146
Historical Cost Surplus 99 8
Total Reserves 37,820 38,142

The small rise in the historical cost surplus to £99,000 in 1997/98 from
£8,000 in 1996/97 is welcome and arrests a trend which has seen this surplus
fall from £1.8m in 1994/95 through £1m in 1995/96 to current levels. It still,
however, represents a very fine line between the declaration of a surplus or a
deficit and falls well short of the 3% of income which has been promoted in
Higher Education circles as a desirable level if appropriate re-investment is to be
achieved.

Income rose overall by just under 2%. Almost half of the increase was
attributable to additional revenue from external research grants and contracts,
whilst the remainder reflects an increase in HEFCE revenue funding to
compensate the ending of specific capital grants, offset by reductions in TTA and
FEFC revenue funding as the grant per student allocated by these two bodies
reduced under their particular funding formulae.

Total expenditure rose by 1.7% within which staff costs rose by 2.75% and
operating expenses by 0.9%. The staff cost increase against the background of a
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2.9% pay award and incremental drift of 1.25% clearly reflects the continuing
downward pressure on the number of staff employed. The small rise in
operating expenses again indicates the success of cash limiting many areas of
College non pay spend at previous year levels which themselves were virtually
unchanged from the previous year.

The figure for other operating expenses includes £70,000 to increase the
provision for long term maintenance (see note 14). Whilst the outturn has only
enabled interest to be added to the uncommitted reserve established in 1995/96,
it remains intact with its strategic importance undiminished given national
funding considerations.

The balance sheet this year shows the institution with net current liabilities of
£653,000 against net current assets in 1996/97 of £5,155,000. This is entirely
due to a technical accounting issue under which the liability to the BES
shareholders has moved from creditors over one year to creditors under one year
as the scheme draws to a close, and a decision by the College not to call down a
negotiated loan in connection with the new Halls of Residence at Avenue
Campus during the year but to fund work in progress to 31 July 1998 from cash
reserves.

Capital projects

Three major capital projects were undertaken in 1997/98. The building to house
Occupational Therapy came into use during the year whilst the new residences at
the College’s Avenue Campus and the Senate Building at Park Campus will be
available for the start of the 1998/99 academic year. These three projects
represent a further investment in excess of £6m in the two campuses.

Substantial minor works were also completed during the year emphasising the
College’s commitment to maintaining and adapting its estate. The largest
projects were the construction of a Sports Science laboratory, and roof and
window work on some of the older Halls of Residence.

The Governors would wish to acknowledge a substantial donation towards
the cost of the Senate Building from the trustees of the Horne Foundation.

Cash flow

Information regarding the College’s cash position for 1997/98 is included in these
accounts in a manner which complies with the requirements of Financial
Reporting Standard 1. The figures show that the College was cash negative
during the period, the principal contributing factor being the funding of capital
expenditure.

Subsidiary companies

Both of the College’s wholly owned subsidiary companies formed in 1995/96
traded in 1997/98. Further details of these are included within note 10 to these
accounts.

Research

The College considers the development of an appropriate level of research as
integral to its mission. In accordance with the College’s strategic plan therefore,
additional resources, over and above those specifically received from external
contracts and the HEFCE, were applied during the year to this area. The level of
external funding of projects grew encouragingly from £163,000 to £460,000k
reflecting the College’s greater influence in this area and it is expected that this
figure can be increased further in future years.

The College intends to continue to invest annually in research development
through to 2001/2, the end of its current strategic planning period.

Employee/student involvement

In reflection of the considerable value which the College places on the
involvement of its employees and students, both groups are represented on the
Board of Governors. In accordance with best practice within the sector, Nene
operates a Joint Consultation and Negotiation Committee with recognised Trade
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Unions within the College. An equal opportunities policy is operated for both
staff and students and an annual grant is made to the Students’ Union within the
constraints of current legislation.

Employment of disabled people

Applications for employment by disabled persons are always given full and fair
consideration, bearing in mind the individual’s aptitudes and abilities. In the
event of employees becoming disabled, every effort would be made to relocate, or
retrain, them in order that their employment with the College may continue.

Payment of creditors

It is the College’s policy to obtain the best value for money for its purchases and
the best terms for all business and, thus, there is no single policy as to the
College’s payment terms. Where agreements have been negotiated with
suppliers, the College endeavours to abide by the specific payment terms.

Year 2000

The College has started to address potential problems with computer and other
control systems posed by the millennium date change. A cross-departmental
group has been established to implement the College’s millennium compliance
programme and co-ordinate the project across all activities.

To date, the following action has been taken:

¢ main suppliers have been contacted regarding compliance of their products;
¢ a check of all PC hardware undertaken;

® a paper inventory of software and computer controlled devices undertaken;
® an impact analysis of the in-house developed systems conducted;

¢ gystems for replacement/upgrade identified;

¢ hardware and software to assist with auditing, testing, etc, purchased.

Contingency plans are currently being developed to cover any break-down in
services. The Governors do not believe that the costs of the year 2000
compliance programme overall can be realistically separated from the costs of the
College’s ongoing investment and maintenance expenditure as, in many
instances, compliance is achieved through the rolling programme of updating
computer hardware, software and other equipment.

Outlook for the future

Despite the pressures on Higher Education funding generally, it is the Governors’
intention that the College should continue to ensure that, in each financial year,
an historical cost surplus is achieved. The institution’s financial forecasts to
2001/2 reflect this desire. To achieve this position, however, it is projected that
further cost cutting will be required given likely income streams, and that the
surpluses will remain around current levels. The Board do not believe that, with
current constraints, greater surpluses are achievable without damage to the
academic mission of the institution.

The Board of Governors
As at 31 July 1998, the Board of Governors consisted of:

The Lady Braye Mr E Harper

Mr P Buckley Mr A R Heygate

Mr R J W Bulman Mr I M Kennedy

Mrs A Comerford Miss L Kidd

Captain J Cooke Dr G Mazhindu

Right Reverend I Cundy Dr ] Meara

Mr C Davenport Lady Robinson

Mr M L Dove Air Marshal Sir John Sutton (Chairman)
Dr S M Gaskell (Director) Sir P Walker

Mr A J Greenwell Mr A D Woollcott

Air Marshal Sir John Sutton (Chairman)
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Corporate Governance

The following statement is given to assist readers of the financial statements to
obtain an understanding of the Governance procedures applied by the Board of
Governors.

The Board of Governors welcomes the report of the Committee on the
Financial Aspects of Corporate Governance (the Cadbury Committee) and the
Committee’s Code of Best Practice.  Whilst the College does not fall within the
regulation of the London Stock Exchange, the Governors recognise that the Code
is of great relevance to the College.

Summary of the College’s
structure of Corporate Governance

The College’s Board of Governors is constituted in accordance with the
requirements of current Parliamentary legislation. The Chief Executive of the
College, the Director, is a member of the Board. The Board meets at least three
times per year, once in each academic term, and, under the Financial
Memorandum with the Higher Education Funding Council for England, is
responsible for the College’s ongoing strategic direction, financial health, and the
approval of major developments.

The Board has three committees: Finance, Employment and Audit. These
committees meet at least once per term and are formally constituted with agreed
terms of reference. The Audit Committee, to reflect best practice, includes two
members who are neither Governors, nor employees of the institution.

The Finance Committee carries out a detailed examination of the College’s
annual revenue and capital budgets, and its final accounts, and recommends
approval to the Board of Governors. It is also responsible for the ongoing
monitoring of performance in relation to the approved budgets and to the cash
flow position.

The Employment Committee undertakes detailed consideration of policy
documents which relate to the pay and conditions of employees, and to personnel
issues generally, and makes recommendations to the Board.

The Audit Committee meets with the External Auditors and Internal Auditors
of the College and reviews their findings. The Committee considers detailed
reports, together with recommendations for the improvement of the College’s
systems of internal control and management’s response and implementation
plans. It also receives and considers reports from the Higher Education Funding
Council for England as they affect the College’s business and monitors adherence
with regulatory requirements. Whilst College managers attend meetings of the
Audit Committee, they are not members of the Committee and the Committee is
empowered to meet with the External Auditors on its own for independent
discussions.

The Board has also constituted an Accommodation Working Party of
Governors to advise it on the non-financial issues associated with building
projects and site development.
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Responsibilities of the Board of Governors
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In accordance with the Education Reform Act 1988, as updated by the 1992
Further and Higher Education Act, the Board of Governors of Nene College
HEC is reponsible for the administration and management of the affairs of the
College and is required to present audited financial statements for each financial
year.

The Board of Governors is responsible for keeping proper accounting records
which disclose with reasonable accuracy, at any time, the financial position of the
College and to enable it to ensure that the financial statements are prepared in
accordance with the Education Reform Act 1988, the 1992 Further and Higher
Education Act, the Statement of Recommended Practice on Accounting in Higher
Education and other relevant standards. In addition, within the terms and
conditions of a Financial Memorandum agreed between the Higher Education
Funding Council for England and the Board of Governors of Nene College, the
Board, through its designated office holder, is required to prepare financial
statements for each financial year, which give a true and fair view of the state of
affairs of the College and of the surplus, or deficit, and cash flows for that year.

In causing the financial statements to be prepared, the Board has ensured that:
¢ Suitable accounting policies have been selected and applied consistently.

¢ Judgements and estimates have been made that are reasonable and
prudent.

¢ Applicable accounting standards have been followed, subject to any
material departures disclosed and explained in the financial statements.

¢ Financial statements are prepared on the going concern basis, unless it is
inappropriate to presume that the College will continue in operation.
The Board is satisfied that the College has adequate resources to
continue in operation for the foreseeable future; for this reason the
going concern basis continues to be adopted in the preparation of the
financial statements.

The Board has taken reasonable steps to:

* Ensure that funds from the Higher Education Funding Council for
England have been used only for the purposes for which they have been
given and in accordance with the Financial Memorandum with the
Funding Council and any other conditions which the Funding Council
may from time to time prescribe.

e Ensure that funds from the Further Education Funding Council and the
Teacher Training Agency have been applied only for the purposes for
which they have been given.

e Ensure that there are appropriate safeguards and management controls
in place to safeguard public funds and funds from other sources.

e Safeguard the assets of the College and to prevent and detect fraud.

o Secure the economical, efficient and effective management of the
College’s resources and expenditure.

In fulfilling the above responsibilities, the Board has established a committee
to determine and advise it on matters relating to finance. The membership of
that committee is drawn from the Board and mects on a regular basis.The key
elements of the College’s system of internal financial control, which is designed to
discharge the responsibilities set out on the previous page, include the following:

e Clear delegation of authority and budgetary allocations to heads of
academic and administrative departments, with a twice yearly review on
a personal basis with the College Director and Financial Controller.

¢ An established strategic planning process, supplemented by detailed
annual income, expenditure, capital and cash flow budgets.

-" L
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e Monthly reviews of cost centre and corporate financial positions,
involving variance reporting and updates of forecast outturns.

e Clearly defined and formalised requirements for the approval and
control of expenditure.

o Comprechensive financial regulations approved by the Board,
supplemented by a procedures manual for use in cost centres.

¢ An internal audit service whose annual programme is approved and
monitored by the Audit Committee, that Committee also having sight of
all audit reports produced.

The Audit Committee, on behalf of the Board of Governors, has reviewed the
effectiveness of the College’s system of internal control.

Any system of internal financial control can, however, only provide
reasonable, but not absolute, assurance against material misstatement or loss.

11
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Report of the Auditors to the Governing Body
of Nene College Higher Education Corporation
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We have audited the financial statements on pages 9 to 28.

Respective responsibilities
of the Governing Body and Auditors

As described on page 6, the Governing Body is responsible for the preparation of
financial statements. It is our responsibility to form an independent opinion,
based on our audit, on those financial statements and to report our opinion to
you.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the
Auditing Practices Board. An audit includes examination, on a test basis, of
evidence relevant to the amounts and disclosures in the financial statements. It
also includes an assessment of the significant estimates and judgements made by
the Governing Body in the preparation of the financial statements, and of
whether the accounting policies are appropriate to the Group’s circumstances,
consistently applied, and adequately disclosed.

We planned and performed our audit so as to obtain all the information and
explanations which we considered necessary in order to provide us with sufficient
evidence to give reasonable assurance that the financial statements are free from
material misstatement, whether caused by fraud or other irregularity or error. In
forming our opinion, we also evaluated the overall adequacy of the presentation
of information in the financial statements.

Opinion
In our opinion:

1. The financial statements give a true and fair view of the state of the
affairs of Nene College HEC and the Group at 31 July 1998 and of
the Group’s surplus of income over expenditure for the year then
ended and have been properly prepared in accordance with the
Education Reform Act and the Statement of Recommended Practice
on Accounting in Higher Education Institutions.

2. Funds from the Higher Education Funding Council for England, the
Further Education Funding Council, the Teacher Training Agency,
grants and income for specific purposes and from other restricted
funds administered by the College during the year ended 31 July 1998
have been applied only for the purposes for which they were received.

3. Income during the year ended 31 July 1998 has been applied in
accordance with the Education Reform Act governing the College and,
where appropriate, with the current Financial Memoranda with the
Higher Education Funding Council for England, and the current
Funding Agreement with the Teacher Training Agency.

KPMG Norfolk House

Chartered Accountants Silbury Boulevard

Registered Auditors Central Milton Keynes
MK9 2HA

9 December 1998
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Statement of Principal Accounting Policies

1. Accounting convention

The financial statements have been prepared under the historical cost convention
as modified by the revaluation of certain fixed assets, and in accordance with
both the Statement of Recommended Practice (SORP):Accounting in Higher
Education Institutions and applicable Accounting Standards.

2. Basis of consolidation

The consolidated financial statements consolidate the financial statements of the
College and all its trading subsidiaries (together “the Group”) for the financial
year to 31 July.

The consolidated financial statements do not include those of Nene College
Students’ Union as the College has no direct financial interest and no control or
significant influence over their commercial and financial policy decisions other
than that they are required to produce audited financial statements and operate
as a “going concern”.

3. Recognition of income

Income from short term investments is credited to the income and expenditure
account on a receivable basis.

Income from donations, research grants, contracts and other setvices rendered
is included to the extent of the expenditure incurred during the year, together
with any related contribution towards overhead costs.

Capital allocations made by the HEFCE, the TTA and other sources to
acquire and restore tangible fixed assets are credited to the income and
expenditure account over the estimated useful lives of the related assets.

Deferred credits in respect of expended allocations received from the HEFCE,
the TTA and other sources which are attributable to subsequent financial years
are included in deferred capital grants on the face of the balance sheet.

4. Pension schemes

Pension costs are assessed on the latest actuarial valuations of the principal
schemes and are accounted for on the basis of spreading the total cost over the
employees’ working lives with the College. Variations from regular cost are
spread over the expected average working lifetime of members of the schemes,
after making allowance for future withdrawals.

5. Foreign currencies

Transactions denominated in foreign currencies are recorded at the rate of
exchange ruling at the date of the transactions. Monetary assets and liabilities
denominated in foreign currencies are translated into sterling either at year end
rates or, where there are related forward foreign exchange contracts, at contract
rates. The resulting exchange differences are dealt with in the determination of
income and expenditure for the financial year.

13
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6. Land and buildings

Land and buildings are stated at cost, other than the properties transferred from
Northamptonshire County Council on 1 April 1989, which are shown at their
valuation at that date less depreciation plus the cost of improvements and
additions since that date. The basis of valuation is depreciated replacement cost
and an assumption has been made that no land is held specifically for sale or
development. The valuation was performed at 31 March 1990 by Messrs Gotch,
Saunders & Surridge, Chartered Architects and Quantity Surveyors, in order to
calculate their value as at 1 April 1989. The amount paid by the College for
these assets was zero and the corresponding credit in respect of the valuation was
taken to the revaluation reserve. Freehold buildings are depreciated over their
useful economic lives of 50 years, commencing in the financial year after
completion. Leasehold land and buildings are depreciated over the life of the
lease or 50 years, whichever is the shorter. Frechold land, other than that
transferred from Northamptonshire County Council, is not depreciated as it is
considered to have an indefinite useful life.

Where buildings are acquired with the aid of specific grants, they are
capitalised and depreciated as above. The related grants are treated as deferred
capital grants and released to income over the expected useful life of the
buildings.

7. Maintenance of premises

The cost of routine corrective maintenance is charged to the income and
expenditure account as incurred. The Governors expect to make adequate
provision within the annual revenue estimates for the institution’s maintenance
needs. They recognise, however, that a major incident falling outside the
College’s insurance policies represents a significant financial risk and have
required that a specific provision be made to meet this eventuality. Given the
current book value of the College’s land and completed buildings, Governors
have determined an appropriate sum to be £300,000 (0.5%). This is disclosed in
note 14,

8. Equipment

Equipment, including computer hardware and software, costing less than £1,000
is written off in the year of acquisition. All other equipment is capitalised at cost
and depreciated over its expected useful life, as follows:

Plant and machinery 5 - 10 years

Furniture, fixtures and fittings 8 years

Computer equipment 3 years

Motor vehicles 4 years

Other equipment 4 years
9. Leases

Rental costs under operating leases are charged to expenditure in equal amounts
over the period of the leases.

Operating lease income is recognised on a straight line basis over the period of
the lease.

10. Investments

Current asset investments are included at the lower of cost and net realisable
value. These are comprised of bank and money market investments.

.‘ i3
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11. Stocks

The stocks relate to the bar and catering supplies of the Sunley Management
Centre. They are valued at the lower of cost or net realisable value.

12. Cash flows and liquid resources

Cash flows comprise increases or decreases in cash. Cash includes cash in hand,
deposits repayable on demand and overdrafts. Deposits are repayable on
demand if they are in practice available within 24 hours without penalty. No
money market investments, however liquid, are included as cash.

Liquid resources comprise assets held as a readily disposable store of value.
They include term deposits held as part of the College’s treasury management
activities.

13. Taxation status

The College is an exempt charity within the meaning of Schedule 2 of the
Charities Act 1993 and, as such, is a charity within the meaning of Section
506(1) of the Taxes Act 1988. Accordingly, the College is potentially exempt
from taxation in respect of income or capital gains received within categories
covered by Section 505 of the Taxes Act 1988 or Section 256 of the Taxation of
Chargeable Gains Act 1992 to the extent that such income or gains are applied
to exclusively charitable purposes.

The College receives no similar exemption in respect of Value Added Tax. All
non-recoverable Value Added Tax on purchases is included within the
appropriate expenditure headings. The College has an agreement with the local
Customs & Excise Office which allows recovery of input VAT on certain business
activities.

The Group does not have a corporation tax liability as any surplus in the
subsidiary companies that is assessable to corporation tax is covenanted to the
parent entity, Nene College Higher Education Corporation, hence leaving a nil
liability.
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Consolidated Income and Expenditure Account
For the Year Ended 31 July 1998

Note 1997/98 1996/97

£000 £000
Income
Funding Council grants 1 18,479 18,060
Academic fees and support grants 2 11,952 12,077
Research grants and contracts 460 163
Other operating income 3 4,784 4,753
Interest receivable 504 429
Total income 36,179 35,482
Expenditure
Staff costs 4 23,362 22,738
Depreciation 8 2,597 2,604
Other operating expenses 5 9,513 9,432
Interest payable 6 1,279 1,372
Total expenditure 36,751 36,146
Deficit after depreciation of assets at valuation and before tax (572) (664)
Taxation 0 0
Deficit after depreciation of assets at valuation and tax (572) (664)
Note of Historical Cost Surpluses and Deficits
For the Year Ended 31 July 1998
Note 1997/98 1996/97
£000 £000
Deficit after depreciation of assets at valuation and tax (572) (664)
Difference between depreciation charge based on an historical 18 671 672
cost and revalued basis (as included above)
Historical cost surplus after tax 99 8

The consolidated income and expenditure of the College and its subsidiaries relate wholly to continuing operations.

There were no recognised gains or losses in either year other than the surplus as shown above.
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Balance Sheets as at 31 July 1998 Consolidated Cash Flow Statement

For the Year Ended 31 July 1998

Consolidated College Note 1997/98 1996/97
Note 1997/98 1996/97 1997/98 1996/97 £000 £000
£000 £000 £000 £000
Fixed Assets NET CASH INFLOW FROM OPERATING ACTIVITIES 23 2,412 2,511
Tangible assets 8,9 66,933 63,018 64,824 61,736
Investments 10 0 28 2,292 2,288
RETURNS ON INVESTMENTS AND SERVICING OF FINANCE
e 63,046 v/lle P Income from short term investments 547 457
Current Assets Other interest received - HEFCE 152 176
Stocks and stores in hand 5 5 3 3 Interest paid (736) (774)
Debtors 11 1,544 1,391 2,077 1,311 i i .
Net cash (outflow) from returns on investments and servicing of finance (37) (141)
Investments 5,128 7,621 5,128 7,621
Cash at bank and in hand 277 295 255 289
TAXATION
6,954 9,312 7,463 9,224 )
' Tax paid 0 0
Creditors: amounts falling due within one year 12 (7.607) (4,157) (7,302) (3,881)
Net current assets/(liabilities) (653) 5,155 161 5,343 CAPITAL EXPENDITURE AND FINANCIAL INVESTMENT
Total assets lass current liabilities 66,280 68,201 67,277 69,367 Payments to acquire tangible assets (other than leased equipment) (5,786) (2,342)
Creditors: amounts falling due after more than one year 13 (15,979) (18,073) (15,979) (18,073) Total payments to acquire fixed asset investments (5,786) (2,342)
Provisions for liabilities and charges 14 (1,854) (1,736) (1,854) (1,736)
Total assets less liabilities 48,447 48,392 49,444 49,558 Lreifzied EefpliEl grenits ieeelves e 2
Deferred capital grants 15 (10,627)  (10250)  (10,627)  (10,250) Receipts from disposal of fixed assets 9 0
TOTAL NET ASSETS 37,820 38,142 38,817 39,308 Net cash (outflow) from investing activities (4,777) (1,343)
Represented by:
NET CASH INFLOW/(OUTFLOW) BEFORE USE OF LIQUID (2,402) 1,027
Reserves RESOURCES AND FINANCING
Revaluation reserve 18 26,051 26,472 26,051 26,472
Income and expenditure account 16, 17 11,769 11,670 12,766 12,836 MANAGEMENT OF LIQUID RESOURCES 2,262 (677)
TOTAL FUNDS 37,820 38,142 38,817 39,308
FINANCING
The financial statements on pages 13 to 31 were approved by the Board of Governors on 9 December 1998 and Repayment of loan principal 24 (334) (308)
signed on its behalf by: HEFCE reimbursement of repayment of loan principal 250 250
Dr Martin Gaskell, College Director Mortgages and loans acquired 0 350
Air Marshal Sir John Sutton, Chairman of Board of Governors . .
Net cash inflow/(outflow) from financing (84) 292
Mr Michael Dove, Chairman of Finance Committee
INCREASE/(DECREASE) IN CASH 25 (224) 642
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Reconciliation of Net Cash Flow to Movement in Net Debt
For the Year Ended 31 July 1998

Note 1997/98 1996/97

£000 £000

Increase/(Decrease) in cash in the year (224) 642
Cash (inflow)outflow from (increase)/decrease in debt 334 (42)
Cash outflow/(inflow) from increase/(decrease) in liquid resources (2,262) 677
Change in net debt resulting from cash flows (2,152) 1,277
Movement in net debt in the period (2,152) 1,277
Net debt at 1 August 1997 (8,953) (10,230)
NET DEBT AT 31 JULY 1998 25 (11,105) (8,953)
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Notes to the Accounts
For the Year Ended 31 July 1998

1. Funding Council grants

HEFCE :

Recurrent grant for teaching and research

Specific grants and non-formula funding
Reimbursement of interest on inherited liabilities
CVE
Students with learning difficulties and disabilities
JISC
Research initiative

Deferred capital grants released in year (note 15)

Land and buildings

Equipment

FEFC recurrent grant
TTA recurrent grant
TTA deferred capital grants released in year (note 15)

2. Academic fees and support grants

Full-time HE fees - UK & EU students
Full-time HE fees - overseas students
Part-time HE fees

FE fees

Short course fees

Contracts in lieu of academic fees

3. Other operating income

Residences, catering and conferences
Sunley Management Centre
European Funding

Other income

4. Staff & Governors

Staff costs
Wages and salaries
Social security costs
Other pension costs (note 28)

Emoluments of the College Director

1997/98 1996/97
£000 £000
14,520 13,497
144 168

147 145

41 61

8 5

89 0

189 175

590 832
15,728 14,883
868 1,022
1,860 2,147
23 8
18,479 18,060
1997/98 1996/97
£000 £000
7,884 7,821
383 366

857 888

58 69

707 610
2,063 2,323
11,952 12,077
1997/98 1996/97
£000 £000
2,664 2,544
948 860

296 615
876 734
4,784 4,753
1997/98 1996/97
£000 £000
20,396 19,750
1,484 1,465
1,482 1,523
23,362 22,738
103 9%

The emoluments of the Director are shown on the same basis as for higher paid staff. The College’s pension
contributions to the Teachers’ Pensions Scheme are paid at the same rates as for other academic staff and

amounted to £6,901 (1996/97 - £7,138).

A review of the value of the Director’s residential emolument was undertaken during the year.
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In addition to the College Director, a number of members of staff in post at 31 July had their basic salary determined
on an individual basis by either the College’s Governors or the College Director. The distribution of those salaries was:

£30,000 - £34,999
£35,000 - £39,999
£40,000 - £44,999
£45,000 - £49,999
£50,000 - £54,999
£55,000 - £59,999
£60,000 - £64,999

1998 1997
5 5

16 17

9 8

2 4

2 2

2 0

1 1

37 37

These members of staff are also eligible for performance related pay supplements to their basic salary. A payment

was made to one member of staff in 1997/8.

No compensation for loss of office, above the statutory level, has been paid during 1996/97 and 1997/98 to
employees who earned more than £50,000 per annum.

No member of the Board of Governors received an emolument during the year in their capacity as a Governor.

5. Other operating expenses

Residences, catering and conferences operating expenses

Consumable and laboratory expenditure
Books and periodicals

Heat, light, water and power

Repairs and general maintenance
Provision for long-term maintenance
Grants to Nene College Students’ Union
Auditors' remuneration

Auditors’ remuneration in respect of non-audit services

Validation fees

Marketing

Subscriptions

Travel and subsistence

Staff development

Rents

Printing, postage and stationery
Other expenses

6. Interest payable

Bank and other loans repayable within five years

Loans not wholly repayable within five years
Finance cost relating to BES
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1997/98 1996/97
£000 £000
1,018 958

886 1,005
420 439
620 604
805 817
70 30
236 228
21 19

4 3

27 189
480 472
212 170
535 690
329 315
377 357
722 746
2,751 2,390
9,513 9,432

1997/98 1996/97

£000 £000
120 3
680 768
479 601
1,279 1,372

7. Analysis of 1997/98 expenditure by activity

Academic departments
Academic services

Administration & central services

Premises
Residences & catering
Research - externally funded

Research - internally funded, including HEFCE funding

Other expenses

8. Tangible assets - Consolidated

Valuation/cost
At 1 August 1997
Valuation
Cost

Additions at cost

Disposals
Valuation
Cost

At 31 July 1998

Valuation
Cost

Depreciation
At 1 August 1997
Charge for year
Eliminated on disposals

At 31 July 1998

Net book value
At 31 July 1998

At 1 August 1997

Staff Other
costs operating
expenses
£000 £000
16,232 2,112
1,453 954
3,116 2,828
1,116 1,744
373 660
155 209
312 287
605 719
23,362 9,513
Land and buildings

Short BES
Freehold Leasehold (note 27)  Equipment Total
£000 £000 £000 £000 £000
32,740 653 0 629 34,022
26,863 0 7,866 10,110 44,839
5,603 0 0 909 6,512
0 0 0 0 0
0 0] 0 0 0
32,740 653 0 629 34,022
32,466 0 7,866 11,019 51,351
7.281 108 311 8,143 15,843
1,193 13 157 1,234 2,597
0 0 0 0 0
8,474 121 468 9,377 18,440
56,732 532 7,398 2,271 66,933
52,322 545 7,555 2,596 63,018

Contributions, net of depreciation, of £8.67 million have been made by the HEFCE towards the construction of
College buildings: should these buildings be sold, the College would have to use the proceeds in accordance with the

Financial Memorandum with the Funding Council.

At 31 July 1998, freehold land and buildings at cost included £4,711,000 in respect of buildings under construction.

The depreciation charge for the year has been funded by:

Deferred capital grants released
Revaluation reserve released

General income

Consolidated
£000

802
671

1,124

2,597
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9. Tangible assets - College

Valuation/cost
At 1 August 1997
Valuation
Cost

Additions at cost

Disposals
Valuation
Cost

At 31 July 1998

Valuation
Cost

Depreciation
At 1 August 1997
Charge for year
Eliminated on disposals

At 31 July 1998

Net book value
At 31 July 1998

At 1 August 1997

Contributions, net of depreciation, of £8.67 million have been made by the HEFCE towards the construction of

Land and buildings

Short

Freehold Leasehold
£000 £000
32,740 653
25,745 0
4,756 0
0 0

0 0
32,740 653
30,501 0
7.261 108
1,171 13
0 0
8,432 121
54,809 532
51,224 545

BES
(note 27)
£000

7,866

7,866

311
157

468

7,398
7,555

Equipment Total
£000 £000
629 34,022
9,365 42,976
833 5,589

0 0

0 0

629 34,022
10,198 48,565
7,582 15,262
1,160 2,501
0 0
8,742 17,763
2,085 64,824
2,412 61,736

College buildings: should these buildings be sold, the College would have to use the proceeds in accordance with the

Financial Memorandum with the Funding Council.

At 31 July 1998, freehold land and buildings at cost included £4,711,000 in respect of buildings under construction.

The depreciation charge for the year has been funded by:

Deferred capital grants released
Revaluation reserve released

General income
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£000

802
671
1,028

2,501
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10. Fixed asset investments
Consolidated

1998 1997

£000 £000

Loan to Nene College Students’ Union 24 48
less amount due within 12 months, included in debtors (24) (24)

0 24

Loan to H.E.B.E. Ltd. 0 4
investment in subsidiaries 0 0
Loan to subsidiary 0 0
0 28

The College has the following investments in wholly owned subsidiary companies:
Name of Company

Nene College Library Company Limited
Nene College Enterprises Limited

College
1998 1997
£000 £000
24 48
(24) (24)
0 24
0 4
1 1
2,291 2,259
2,292 2,288

Issued Ordinary Share Capital

£100
£100

Both of the above companies were incorporated on 17 August 1995, and they are registered and incorporated in
England and Wales. The financial year end of both of the subsidiaries is 31 July. Nene College Library Company
Limited commenced trading on 1 February 1996, it is principally engaged in the lending of books and library materials
and providing other ancillary services to its parent company. Nene College Enterprises Limited commenced trading on

1 August 1996, its principal activity is the provision of training courses and facility hire.

The College receives a commercial rate of interest of 9% per annum on the loan to Nene College Library Company

Limited.

11. Debtors
Consolidated

1998 1997
£000 £000
Debtors 933 956
Amounts owing by subsidiary undertakings 0 0
Prepayments and accrued income 611 435
1,544 1,391

12. Creditors: Amounts falling due within one year
Consolidated

1998 1997

£000 £000

Bank overdraft 196 221
Mortgages and unsecured loans 2,659 334
Creditors 595 750
Amounts owed to subsidiary undertakings 0 0
Social security and other taxation 735 747
Accruals and deferred income 3,422 2,105
7,607 4,157

College
1998 1997
£000 £000
769 808
992 234
316 269
2,077 1,311

College
1998 1997
£000 £000
196 221
2,659 334
548 581
604 0
706 694
2,589 2,051
7,302 3,881
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13. Creditors: Amounts falling due after more than one year

Consolidated and College

1998 1997
£000 £000

Loan secured on Sunley Management Centre and
Margaret Bondfield hall of residence repayable by 2015. 2,900 2,925

Loan secured on William Carey hall of residence

repayable by 2016. 4,375 4,425
BES loan repayable by 1998 (notes 21 and 27). 7,866 9,625
Unsecured loans repayable by 2002 (inherited debt). 838 1,098
15,979 18,073

The BES loan crystallised on 9 September 1998 and there are no capital repayments due in the following five years.

In respect of other amounts included above, the aggregate amount of instalments falling due after fiveyears at 31 July
1998 is £6.7 million.

14. Provisions for liabilities and charges

Consolidated and College

Long term Pensions
Maintenance (note 28) Total
£000 £000 £000
At 1 August 1997 230 1,506 1,736
Transfer from income and expenditure account 70 48 118
At 31 July 1998 300 1,554 1,854

15. Deferred capital grants

Consolidated and College

TTA HEFCE Other Total
£000 £000 £000 £000
At 1 August 1997
Land and buildings 70 8,808 0 8,878
Equipment a4 1,328 0 1,372
Total 114 10,136 0 10,250
Cash received
Land and buildings 0 48 1000 1048
Equipment 61 70 0 131
Total 61 118 1,000 1,179
Released to income and expenditure
Land and buildings (note 1) (2) (189) 0 (191)
Equipment (note 1) (21) (590) 0 611)
Total (23) (779) 0 (802)
At 31 July 1998
Land and buildings 68 8,667 1,000 9,735
Equipment 84 808 0 892
Total 152 9,475 1,000 10,627
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16. Income and expenditure account

(Deficit) after depreciation of assets at valuation and tax

Release from revaluation reserve
Historical cost surplus/(deficit) after tax

Balance at 1 August 1997
Balance at 31 July 1998

Consolidated College
£000 £000

(572) (741)

671 671

99 (70)

11,670 12,836
11,769 12,766

The historical cost surplus in respect of the College, shown above, includes a surplus from 1995/96 and 1996/97 of
£1,179,000 that relates to a sale of books and library materials from Nene College HEC to Nene College Library

Company Limited. This surplus is eliminated on consolidation.

17. Income and expenditure account reserve analysis

The following gives a breakdown of the retained consolidated income and expenditure account of the College,

between committed and uncommitted balances:

Capital reserves
Specific reserves
Unexpended departmental balances

Committed reserves
General reserves

18. Revaluation reserve

Revaluations
At 1 August 1997
Revaluation in year

At 31 July 1998

Contribution to depreciation/ repayment of principal
At 1 August 1997
Released in year (note 8)
Repaid in year
At 31 July 1998

Net revaluation amount
At 31 July 1998

At 1 August 1997

1997/98 1996/97
£000 £000
9,686 9,530
348 309

606 549
10,640 10,388
1,129 1,282
11,769 11,670

Consolidated and College

Inherited Inherited

assets loans Total
£000 £000 £000
34,040 (3,675) 30,365
0 0 0
34,040 (3,675) 30,365
6,201 (2,308) 3,893
671 0 671
0 (250) (250)
6,872 (2,558) 4,314
27,168 (1,117) 26,051
27,839 (1,367) 26,472
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19. Lease obligations

Operating lease commitments in respect of equipment
for the 1998/99 financial year, on leases expiring:
Within one year
Between two and five years
Over five years

Operating lease commitments in respect of land and buildings
for the 1998/99 financial year, on leases expiring:

Within one year

Between two and five years

Over five years

20. Capital commitments

Commitments contracted at 31 July
Authorised but not contracted at 31 July

21. Post balance sheet events

Consolidated

1998
£000

70
116

191

15
50
132

197

1997
£000

84
116

205

27
20
127

174

Consolidated

1998

£000

1,106
32

1,138

1997
£000
936
4,147

5,083

College
1998 1997
£000 £000
4 5
65 58
116 116
185 179
15 27
50 20
159 138
224 185
College
1998 1997
£000 £000
878 0
0 4,147
878 4,147

a) During the financial year 1997/8 the College negotiated a secured loan facility of £4.2m to fund the construction
of a new Hall of Residence at Avenue Campus. The first draw down under this facility was made in August 1998 and
it is anticipated that the full draw down will have taken place by 30 September 1998. The lender is Barclays Bank plc

and the loan is for 22.5 years at 7.625% fixed.

b) The College completed the purchase of the share capital of Matrix Aegis (Nene ) plc and Matrix Aegis (Nene Il) plc
on 9 September 1998 for £10,311,160 to end the BES arrangements which are described under Note 27. The sum of
£8,072,976 was borrowed from Lloyds Bank plc at a five year fixed rate of 9.7425% to achieve the purchase under a

facility negotiated and contracted in August 1993.

22. Contingent liabilities

The College had no contingent liabilities at 31 July 1998 or at 31 July 1997.
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23. Reconciliation of consolidated operating (deficit)/surplus to net cash
from operating activities

1997/98 1996/97

£000 £000
(Deficit) before tax (572) (664)
Depreciation (note 8) 2,597 2,604
Deferred capital grants released to income (note 15) (802) (1,015)
Fixed asset investment written off 4 0
Investment income (504) (429)
HEFCE reimbursement of debt charges - interest (note 1) (144) (168)
Interest payable (note 6) 1,279 1,372
Profit on disposal of fixed assets 9) 0
Decrease/(Increase) in stocks 0 0
Decrease in debtors 67 143
Increase in creditors 378 543
Increase in provisions 118 125
Net cash inflow from operating activities 2,412 2,511
24. Analysis of changes in consolidated financing during the year
Mortgages & loans
£000 £000
Balance at 1 August 1996 16,606

New loan 350

Capital repayments (308)

Net amount acquired in year 42
Balance at 31 July 1997 16,648

New loan 0

Capital repayments (334)

Net amount repaid in year (334)
Balance at 31 July 1998 16,314
25. Analysis of changes in net debt

At Cash At

1 August Flows 31 July

1997 1998

£000 £000 £000

Cash at bank and in hand 295 (18) 277

Overdrafts (221) 25 (196)

Current asset investments - repayable on demand 261 (231) 30
(224)

Debt due after 1 year (16,314) 335 (15,979)

Debt due within 1 year (334) (1) (335)
334

Current asset investments - not repayable on demand 7,360 (2,262) 5,098

(8,953) (2,152) (11,105)
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26. Access funds

1997/98 1996/97

£000 £000

Funding Council grants 127 127
Interest earned 2 2
129 129

Disbursed to students (120) (129)
Balance unspent at 31 July 9 0

Access funds are available solely for students: the College acts only as a paying agent. The grants and related
disbursements are therefore excluded from the income and expenditure account.

27. Business Expansion Scheme (BES)

On 4 August 1993, the College entered into agreements with Matrix Securities and Lloyds Bank plc to raise
approximately £8.45 million through a Bank Guaranteed BES to fund the construction of 600 student residence places
at Park Campus. The schemes were fully subscribed and BES companies were established and funded. These
companies are known as: Matrix Aegis (Nene |) plc and Matrix Aegis (Nene II) plc.

Under the agreement, the position at 31 July is that the College has contracted to borrow from Lloyds Bank plc an
amount sufficient to buy all the shares of the BES companies or, alternatively, the properties at the end of the five year
BES period. After allowing for net income received in respect of the residences during this same period, it is projected
that this loan will be in the order of £8 million, to be secured on the halls themselves and the College’s Avenue
Campus. The minimum amount to be repaid to the BES company shareholders is £10,311,160 and the earliest date
for repayment is 9 September 1998. The outcome of the ending of the BES arrangements is disclosed under note 21
"Post balance sheet events”. Included within cash investments and creditors falling due within one year is £2.324
million (1996/97 £1.759 million creditors more than one year) in respect of the finance cost that has rolled up on the
£7.866 million. This finance cost is reflected in note 6.

Although the College has no legal claim to these halls and the associated income, other than the receipt of a ground
rent, before the end of the BES period, in accordance with FRS 5 the following assets and liabilities have been
included on the balance sheet:

1997/98 1996/97

£000 £000
Fixed assets (note 8) 7.398 7,555
Cash investments 0 0
7,398 7,555
Creditors: amounts falling due within one year 0 0
Creditors: amounts falling due after more than one year 7,866 7,866
7,866 7,866

The net balance shown above in respect of 1997/98 of £468,000 (1996/97 £311,000) relates to the depreciation on
the BES fixed asset. The result of this is to reduce the College's accumulated income and expenditure reserve by this
amount
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28. Pension schemes

The two principal pension schemes for the College’s employees are the Teachers’ Pensions Scheme (TPS) and the
Northamptonshire County Council Superannuation Scheme (NCCSS). These are both independently administered,
defined benefit schemes which are funded by contributions from the College and employees. If the College was to
close, without a successor establishment, the Department for Education and Employment would become the
responsible authority for enhanced benefits awarded to members of staff who have taken early retirement.

The TPS is valued every five years by the Government Actuary and the NCCSS is valued every three years by Watson
Wyatt, professionally qualified, independent actuaries. The rates of contribution payable by the College for 1997/98,
determined by the respective actuaries, were:

TPS 7.2%

NCCSS 9.3% to 31 March 1998
9.6% from 1 April 1998

The assumptions and data which have the most significant effect on the determination of the contribution levels for
the NCCSS are as follows:

Date of latest actuarial valuation 31 March 1995
Investment rates per annum (nominal) 8.5%
Salary scale increases per annum (nominal) 6.0%
Pension increases per annum 4.0%
Rate of inflation per annum 4.0%
Market value of assets at date of last valuation £359.8m
Proportion of members’ accrued benefits covered by the actuarial value of the assets 97%

An actuarial review of the TPS was prepared for the Secretary of State for Education & Employment by the
Government Actuary in October 1996 relating to the scheme as at 31 March 1991.

The total pension cost for the year was £1.48 million (96/97 £1.52m - note 4) and an amount of £1.554 million is
included on the balance sheet as a provision for future pension costs arising from enhancements to service awarded
by the College (note 14).

The Governors have considered whether the College has a potentia! liability arising from the European Court of
Justice’s decision regarding the employment and pension rights of part-time staff. As a result of this consideration,
they have decided that no significant liability will accrue.

29. Related party transactions

Due to the nature of the College’s operations and 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 organisations in which a member of the Board of
Governors may have an interest are conducted at arm’s fength and in accordance with the College’s Financial
Regulations and normal procurement procedures. No transactions were identified which should be disclosed under
Financial Reporting Standard 8 “Related Party Disclosures”.
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