
 
 
REPORT TITLE PERIOD 9 MANAGEMENT ACCOUNTS 2019-20 
REPORT OF DEPUTY CEO 
 
1.0       PURPOSE 
 
1.1 To consider the College’s latest financial position in the Period 9 Management Accounts. 
 

 
2.0       RECOMMENDATIONS 
 
2.1 Members are requested to note the Period 9 Management Accounts.  
 
 
3.0      SUMMARY 
 
3.1     The College’s forecast year-end Income and Expenditure position now reported in these 

Period 9 Management Accounts is for a deficit of £2.801m, which is £1.451m higher than the 
£1.350m approved deficit budget for the year. This is also £48,000 higher than the forecast 
deficit for Period 8.  

 
3.2     This further increase is mainly attributable to an increase of £160,000 in forecast redundancy 

costs in the year, which has been partly mitigated by other underspends. There are many 
uncertainties still remaining regarding the impact on the current year’s budget of COVID-19 
that could materially affect the current forecast position, for better or worse. The key impacts 
and risks are set out in this report. 

 
3.3       Members are aware that the risk to the College’s future cash has been substantially reduced 

following the successful sale of land at Langley College in March 2020. There is, therefore, no 
risk to the College having insufficient cash for the foreseeable future.  

 
3.4       Members are aware that Santander has agreed to extend the time, from July 2020 to 

November 2020, for the College to refinance the long-term loan. The Board approved this in 
March and the revised contract is currently being finalised for approval by the Board. This will 
include a waiver of the covenants in 2019-20.  

   
3.5 The detailed reasons for the year-end variations against budgets in the Income and 

Expenditure account are set out, together with the cash, capital spend and balance sheet 
positions. 

 
3.6 The main reasons for the overspend compared to the budget are due to reductions in the 

recruitment of learners compared to last year which has reduced expected grant and tuition 
fees income. Also, there is a forecast shortfall in meeting the £325,000 unidentified efficiency 
saving. Also the staffing efficiency saving of £225,000, that was anticipated to be met from in-
year efficiencies, has not been achieved and there are additional forecast redundancy costs 
of £160,000. Further, there is a shortfall in other commercial income as a consequence of 
Covid-19. 

 
3.7    The most significant financial risk to the current and future years’ budgets continues to be 

learner recruitment and its impact on funding body grant income and tuition fees as these 
represent 97% of the College’s income. Members are regularly updated in detail on the 
progress against targets in the College Headlines and Enrolment Reports.  



3.8     The College’s original central contingency provision has reduced from £250,000 to £66,000 
following a virement to the Higher Education income budget to mitigate this shortfall. 

 
3.9     As noted above, there is a shortfall against the efficiency savings, which are held in the non-

staffing budgets. In addition, there is an overspend in staffing costs due to the non-
achievement of the £225,000 staff vacancy saving including in the budget. This in turn was 
partly due to a much greater need for agency cover caused by difficulties in recruiting to some 
posts and also agency staff covering sick leave. All staffing decisions are carefully scrutinised 
and controlled and must be approved by Senior Postholders.  

 
3.10     The forecast deficit of £2.801m is in turn forecast to reduce the College’s financial health from 

“Good” to “Requires Improvement”. This is because of the low EBITDA ratio as a percentage 
of College income. This “scores” no points in the relevant part of the ESFA financial health 
calculation and as a consequence automatically assesses the College as “Requires 
Improvement” financial health regardless of the scores in the other two elements (current ratio 
and borrowing) of the calculation. Following the recent completion of the Langley land sale 
and significant improvement in the College’s cash, this high underlying deficit represents the 
greatest future financial risk to the College.  

 
3.11     The forecast currently excludes further possible redundancy costs relating to staffing 

reductions in 2019-20 in order to achieve cuts in 2020-21.    
 
3.12     Senior Postholders are continuing to restrict spending to essential items in the remainder of 

the year in order to seek to mitigate this risk.  
 
3.13     The Board received a confidential report at its meeting in May on the latest budget position for 

2020-21 and future financial strategy taking into account the potential financial impact of 
COVID-19. 

    
 
 
4.0 INCOME AND EXPENDITURE POSITION 
 
4.1 The attached Management Accounts cover the nine months ending 30th April 2020. The 

forecast position is for an operating deficit of £2.801m against the budgeted operating 
deficit for the year of £1.350m, i.e. an adverse variance of £1.451m.  

 
4.2 The overall forecast is summarised as follows: 
 

 Current Budget 
 

Forecast Year 
End Outturn 

Projected Year 
End Variation 

 £000’s £000’s £000’s 

Income -22,489 -21,704 +785 

Staff Costs 15,819 16,220 +401 

Non Staff Costs 8,020 8,285 +265 

Totals 1,350 2,801 +1,451 

 
4.3 The matrix in Appendix A shows the actual and forecast income and expenditure against 

the revised budget at a subjective level. The main items comprising this variation are: 
  
 
 
 



 Income 
 Additional 16-18 grant income of £128,000, reduced adult grant income of £107,000, 

reduced apprentices grant income of £210,000, reduced Teacher Training Foundation 
grant of £33,000, reduced fees income of £450,000, reduced other income of £125,000.  

  
 Expenditure 
 Reduced books and materials costs of £54,000, reduced postage and telephones costs 

of £35,000, reduced professional fees costs of £37,000, additional recruitment 
advertising fees of £85,000, non-achievement of the full £325,000 unidentified budget 
saving, salaries overspend of £241,000, redundancy costs overspend of £160,000.  

 
 The detailed variations with further information are shown attached in Appendix B.  
 
4.4 The performance against the approved financial objectives for the year is shown below. 

It can be seen that two objectives are currently forecast to be achieved and are rated 
Green, one is assessed as Amber and five are Red. 

 
 Financial Objectives 
   

 Objective for 2018-19 Current Forecast CRAG 
i.  deliver an operating deficit of 

£1.350m (excluding any adverse 
effects from the implementation 
of the FRS 102 pension 
accounting rules and before asset 
sales) 

£2.801m now projected 
 
 

R 

ii.  maintain staff costs at or below 
70% of income 

77% now projected 
 
 

R 

iii.  maintain an academic 
contribution at a rate of at least 
49% 

47% now projected R 

iv.  maintain the current level of 
support staff costs and reduce 
these further where opportunities 
arise 

The vacancy efficiency saving of 
£225,000 within the staffing 
budget has not been achieved 

R 

v.  allow for a pay award at least in 
line with the Government’s public 
sector pay policy 

The Board agreed in December 
2019 to defer a decision until 
later in the year. 

A 

vi.  maintain at least ESFA “Good” 
financial health 

“Requires Improvement” 
financial health is now forecast 

R 

vii.  to maintain a current ratio 
(adjusted to exclude capital 
grants and the holiday pay 
accrual, similar to the ESFA ratio) 
of at least 1.5  

Forecast current ratio of 6.7  G 

viii.  Achieve a minimum year-end 
cash balance of £3.5m  

Year-end cash balance forecast 
of £9.0m 

G 

 
4.5 The following key points should also be noted in relation to the College’s financial 

position: 
 
 Income 
 
4.5.1 The College’s 16-18 target learner growth number for the current year will not be 

achieved. Instead, the College may experience a shortfall of around 130 of these 
learners against the financial forecast target of 2,839. There is no impact on ESFA grant 
in the current year, although this has reduced the College’s funding significantly in 2020-



21. Members are reminded that further demographic increases in learners are forecast 
by Slough BC from September 2020-2024, with a year on year increase in the Slough 
Schools Year 11 cohort of 635 pupils. Based on previous trends around 37% of the Year 
11 Slough school pupils progress to the College thereby providing a future potential 
increase of 235 16 -18-year-old learners over the period. Learner applications for 
September 2020 were forecasting growth prior to Covid-19 but are now at a similar level 
to last year. 

 
4.5.2 The other major grant income budget sums are from the ESFA for adult funding grant of 

£3.1m and for Apprentices funding grant of £1.2m. The adult learner numbers and 
funding are below those at the same time last year and also the budget assumed 4% 
growth in numbers and an increase in income of £124,000. The College continues to 
experience difficulties in recruiting and retaining staff in skills areas such as electrical, 
plumbing and engineering and a number of these evening courses have not run to date 
due to the lack of these specialist staff. More recently and until the remainder of this 
academic year there is the adverse impact from COVID-19 that has reduced Summer 
Term grant income and tuition fees. The ESFA has agreed to “protect” colleges’ grant 
funding based on the ESFA funding allocations for this year, except for colleges where 
under-delivery was forecast in the mid-year ESFA return. TWFCG forecast an under-
delivery at the mid-year and as such we will be subject to a review and decision from the 
ESFA. This is currently awaited. The current forecast income reflects our mid-year 
estimated income as provided to the ESFA but this may change accordingly following 
the completion of the ESFA’s review. The current forecast is for a shortfall of £107,000 
against budget. 

 
4.5.3 There is a reduction in Apprenticeship starts this year compared to last year. However, 

the budget was also reduced to a lower level this year. Similar to the adult funding, there 
has been an impact from the shortages of teachers in some skills areas and apprentices 
starts were delayed and there is also the impact of COVID-19. For prudence, a reduction 
in funding grant relating to COVID-19 is assumed in the sum of £150,000, making a total 
shortfall of £210,000 against budget. 

 
4.5.4 There is a significant adverse impact from COVID-19 on the other income budgets for 

the College. These include tuition fees for some Summer courses which are not now 
taking place as College buildings are closed, lettings income, car parking income, dual 
use sports centre contract income, Langley Zest restaurant income and hair salon 
income. Most of this income ceased in March 2020 and is not anticipated to resume now 
until towards the end of the financial year or into early 2020-21.   

 
 Expenditure 
 
4.5.5 A £225,000 vacancy saving is included in the 2019-20 staffing budget. This is forecast 

not to be met and in addition a further overspend of £16,000 is forecast. The overall staff 
costs overspend that is forecast of £241,000 (excludes overspend of £160,000 on 
redundancy costs) is based on a number of assumptions including: 

 
a. the number of vacancies in the remainder of the year 
b. the timing of starts for new staff to fill the vacant posts 
c. the need and duration for agency temp sickness cover 
d. the agency staff costs in the remainder of the year 
e. changes in the current 22 College staff furloughed during the year and for what 

period. The final sum will be dependent on the durations for the furlough.  
 
4.5.6 The main reason contributing to the overspend is the non-achievement of the £225,000 

budgeted vacancy saving. This is because a higher number of teaching and teaching 
management agency staff have been required to cover vacancies. Senior Postholders 
are restricting appointments wherever possible, whilst considering the impact on quality, 
the learner experience and individual staff teams.  

 



4.5.7 In addition, the budget included an unidentified efficiency saving of £325,000 now held in 
the non-staffing budgets. Some non-staffing budget savings have been made overall to 
mitigate this but there remains an overall overspend on the non-staffing budget. Included 
within the non-staffing budget savings are assumed grant reimbursements from the 
Government’s Job Retention Scheme for the College’s major contractors of Cleaning, 
Catering and Security furloughing their own staff who are working on the College’s 
contracts. Agreement has been reached with each contractor and these contractual 
changes have now been formalised via contract side letters with the contractors. Similar 
to the College’s own staff, the College has agreed to top up contractors’ staff salaries to 
100% so they do not suffer reductions. No significant underspends are shown in 
Appendix B for these as the savings are offset by additional security costs in-year at 
Windsor College for operational reasons and also because of additional contract 
catering costs following the renegotiation of financial terms by the contractor. 

 
4.5.8 It should also be noted that no variations are assumed from the impact of Financial 

Reporting Standard 102 (FRS 102) arising from the annual Local Government Pension 
Scheme (LGPS) actuarial valuation report, which is only received after the year-end. 
The variations in previous years have been significant but cannot be forecast prior to the 
year-end. Whilst they will impact on the final operating surplus, they do not involve the 
movement of cash. As the College has no control over these and they do not involve the 
movement of cash, the financial objective for the approved £1.350m operating deficit 
excludes these. In addition, the impact is excluded from the Santander loan covenants.  

 
4.5.9 The original contingency provision was £250,000. The balance has now reduced to 

£66,000 as follows: 
 

Item £000’s 
Opening contingency 250 
Transfer to HE funding income -184 
Balance at 30th April 2020 66 

 
4.5.10 There was no specific pay award provision included in the budget, due to affordability 

from the need to achieve the £1.350m deficit budget. Any pay award would therefore 
need to be funded from contingency but there is now insufficient provision remaining for 
this. A 1% pay award wef 1.9.19 would cost approximately £150,000, with a 
consolidated year on year impact. The Board agreed in December 2019 to defer a 
decision on the pay award until later in the year.  

 
 
5.0 BALANCE SHEET AND CASH 
 
5.1 The Balance Sheet remains strong as shown in Appendix C. Members are reminded 

that grant funding in the sum of £302,000 has previously been received from Thames 
Valley Berkshire LEP for the Windsor extension capital project. Should the project not 
proceed then the grant may need to be repaid. 

 
5.2 The cash holding totalled £10.9 million at 30th April 2020 as shown in Appendix D. The 

balance is forecast to be between approximately £4.3m and £10.9m for the next 24-
month period. This assumes a £2m repayment of the outstanding bank loan to 
Santander on 1st November 2020 which is the minimum repayment sum that they said 
they would accept (assumes the early break cost charge of around £0.25m is added to 
the remaining loan) as covered in the Santander bank loan report to the Board in May.  

 
5.3 This cash holding includes the £7.5m receipt for the Langley land sale. It also reflects 

the current forecast in the Income and Expenditure position for the current year 2019-20. 
It also reflects the forecast deficit for 2020-21, which is currently assumed for planning 
purposes to be a deficit of £2.35m as covered in the confidential budget update report to 
the Board in May.   

 



6.0 CAPITAL BUDGET 
 
6.1 The annual capital spend is detailed in Appendix C. The total budget for the year is 

£610,000, comprising £490,000 for the Langley H E Centre and £120,000 for a 
contingency. Also, similar to previous years, slippage has been brought forward for 
2018-19 on some projects. The total slippage of £306,000 mainly comprises the Langley 
H E Centre, where this summer project was spread over the 2 financial years with a 
higher balance of spend than anticipated falling in 2019-20.  

 
6.2 The contingency balance is £89,030.  
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