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Strategic report
OBJECTIVES AND STRATEGY

The governing body present their annual report together with the financial statements and
auditor’s report for The Narthern School of Art for the year ended 31 July 2024.

Legal status

The Corporation was established under the Further and Higher Education Act 1992 for the
purpose of conducting The Narthern School of Art. The institution is an exempt charity for
the purposes of Part 3 of the Charities Act 2011.

The School renewed its registration with the Office for Students (the OfS) on 1% August 2021
for the delivery of higher education.

The Northern School of Art, whilst a further education college, is referred to by stakeholders
as the School, as reflected throughout this document.

Mission, Vision, Strategy and Objectives

The School proudly serves the local communities in the Tees Valley. Through the School
mission to enable individuals to receive exceptional education for creative careers, the School
not only supplies the talent needed by the rapidly growing creative economy but supports the
wider economic and social development of the region and its people. The Northern School of
Art will redefine what it means to be an art school, by reference to student outcomes and the
teaching and learning environment. Creativity, and its associated skills knowledge and
attitudes, is viewed internationally as essential to the development of a stronger civil society
and economies with individuals who are capable of driving change and securing personal well-
being and fulfilment.

In the Tees Valley, the School is the only specialist provider of FE and HE education in the
creative sector and highly performing on many measures ~ the School is a key part of the skills
development pipeline for the sector which is a strategic priority for the devolved Tees Valley
Combined Authority. Within local context, the School is making a significant contribution to
social and economic development through its Saturday Clubs, free professional development
for teachers, the award-winning Festival of Illustration and participation in many other
community-based projects.
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Resources

The School employs 307 people (156 FTE), of whom 99 (56.4 FTE) are teaching staff.

The School enrolled approximately 1,614 students. The School's student population includes
692 FE students, 597 higher education students and approximately 325 Saturday club
learners.

The group has £5.474 million (2023: £5.507 million) of net assets including long-term debt of
£1.113 million (2023: £1.124). The £3.520 million pension asset {2023: £2.487 million) has
been capped to a nil value as the asset is not deemed to be recoverable.

Tangible resources include campuses in both Hartlepool and Middlesbrough.

The School has a good reputation locally and nationally. In its last Ofsted inspection in April
2022 it was rated Outstanding and in October 2023 the School was award TEF Gold.

Stakeholders

The School has many stakeholders including:

- its current, future and past students;

its staff and their trade unions including the University and College Union and
Unison.

- the employers it works with,

- the local community;

- its local borough council, combined authority and Local Enterprise Partnership;

- other FE and HE institutions.

Public benefit

The Northern School of Art is an exempt charity under the Part 3 of the Charities Act 2011
and is regulated by the Secretary of State for Education. The members of the Governing
Body, whao are trustees of the charity, are disclosed on page 14-16. In setting and reviewing
the school's strategic objectives, the Governing Body has had due regard for the Charity
Commission's guidance on public benefit and particularly upon its supplementary guidance
on the advancement of education.

In delivering its mission, the school pravides identifiable public benefits through the
advancement of education:

s High quality teaching and learning

s Widening participation and tackling social exclusion
s Excellent employment record for students

+ Strong student support systems
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e Educational partners including schools, colleges and higher educational institutions
e Links with creative sector employers, industry and commerce; regionally and nationally
e Links with the Combined Authority

In delivering its mission, the School provides identifiable public benefits through the
advancement of education to approximately 1,450 students, including 36 students with high
needs. The School provides courses without charge to young people, to those who are
unemployed and adults taking educational courses. The School adjusts its courses to meet
the needs of creative employers. The School is committed to providing information, advice
and guidance to the students it enrols and to finding suitable courses for as many students
as possible regardless of their educational background.

DEVELOPMENT AND PERFORMANCE

Financial Review

The group generated a surplus of £0.22 million in 2023-4 (2023: £0.63 million deficit), with a
total comprehensive income deficit of £0.32 million (2023: £0.274 million surplus) this was
caused by a revaluation of School’s share of the Local Government Pension Scheme assets

and liabilities.

£'000

As per Statements Group surplus before other gains and losses 22
Add back FRS102 (28) Charge (Staff Costs) 70

| Minus Net Interest and finance costs (114)
_ Add back Depreciation 1,227
| Minus Deferred capital grants (909)
| EBITDA 296

The School received 38.19% of its total income for 2023/4 as grants from funding bodies,
with 36.08% (2023; 31.9%) coming from the Education and Skills Funding Agency for 16-18
provision. The increase in performance from the prior year was largely due to increased
student numbers in 16-18 provision.

Higher education fee income remains the largest income stream for the group at 43.32%

(2023: 49.7%).
At the balance sheet date, the group held net current liabilities of £1.8 mil and net assets of

£1.6 mil.

The negative net cash flow from operating activities was £1.324 mil (2023: £2.535 mil). An
improvement on prior year is due to a lesser reduction in creditors falling due within a year,
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having reached financial completion of the Hartlepool projects. Cash balances remain
healthy at the year end.

The School continued to make repayments on the 20-year loan taken out in 2017 to develop
its Hartlepool campus. The loan involves a fixed interest rate of 3.85%, providing protection

from recent rises.

The group has accumulated reserves of £5.474 mil and cash and short-term investment
balances of £1.277 mil. The group hopes to accumulate reserves and cash balances in order

to create funds to meet future capital requirements.

The School has three subsidiary companies, Northern School of Art Devco Limited, The
Northern Studios (Hartlepool) Limited and The Northern College of Art.

Northern School of Art Devco Limited (Company No. 11574517)

The subsidiary was incorporated under the Companies Act 2006 as a private company on the
18" September 2018, the private company is limited by guarantee. The principal activity of
Northern School of Art Devco Limited is the delivery of a property project in Middlesbrough.
Northern School of Art Devco Limited has received £14.514 million grant income towards the
new build project in Middlesbrough. It is the intention of the Directors to continue to
operate the company in a dormant status for the foreseeable future or until another property

opportunity arises.

The Northern Studios (Hartlepool) Limited (Company No. 13002646)

The subsidiary was incorporated under the Companies Act 2006 as a private company on the
6" November 2020, the private company is limited by guarantee. The principal activity of
The Northern Studios (Hartlepool) Limited is to offer space and resources for hire to the TV
and Film industry. The Northern Studios (Hartlepool) Limited holds assets to the value of
£2.702 million and cash balances of £36k. Trading commenced in 22/23 and it is anticipated
bookings will continue to increase in to 24/25 and beyond due to building reputation. In
23/24 The Northern Studios (Hartlepool) Limited generated losses of £197,000 (2023:

£106,000).

The Northern College of Art Limited (Company No. 14986687)

The Northern College of Art was established as a subsidiary in July 2023 as part of the
School's strategy of becoming an HEI with a designated FE subsidiary. This subsidiary is
dormant at present until Secretary of State approval has been given.
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FUTURE PROSPECTS

Future developments

The School is continuing to invest in its facilities. The campus buildings offer high quality
teaching and learning spaces and allow the School to develop its course and programme
offerings.

The School works with Industrial Liaison Groups to develop courses to ensure students
graduate with the skills relevant to their chosen sector. This will increase student recruitment
through both the broader range of courses on offer and the higher standard of delivery.

Financial plan

The School governors approved a financial plan in July 2024 which sets the following
objectives for the period to 2025.

Treasury policies and objectives

The School has treasury management arrangements in place to manage cash flows, banking
arrangements and the risks associated with those activities.

Reserves

The Northern Schoot of Art and its subsidiaries are dependent on two key sources of income,
these being ESFA funding for the FE operations and student fees for the HE operations. This
means that if there were to be a significant fall in these funding sources it is likely the school
would have to review its options and how the school is structured. The risk of either ESFA
funding and student fees ceasing to be available is considered unlikely.

The School has a formal Reserves Policy and recognises the importance of reserves in the
financial stability of any arganisation. This ensures that there are adequate reserves to
support the School’s core activities. The School may operate at a deficit, drawing on
unrestricted funds, on condition that this is a temporary measure and that a credible plan is
in place to recover the financial position of the School. The School reserves policy sets a
minimum level of cash balances of 30 days’ average expenditure. Where this relates to
timing of cash flows it is permitted to fall to 25 days which is in line with the FE
Commissioner’s benchmarks. Should balances fall below this level the School is obliged to
inform both the ESFA and OfS,

PRINCIPAL RISKS AND UNCERTAINTIES

The School has well developed strategies for managing risk and strives to embed risk
management in all that it does. Risk management processes are designed to protect its
assets, reputation and financial stability. The governing body has overall responsibility for
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risk management and its approach to managing risks and internal controls is explained in the
Statement on Corporate Governance,

A risk register is maintained at the School level which is reviewed at every Audit Committee
meeting and regularly by the Corporation Board. The risk register identifies the key risks, the
likelihood of those risks occurring, their potential impact on the School and the actions
being taken to reduce and mitigate the risks. Risks are prioritised using a consistent scoring
system. Not all the factors are within the School's control. Other factors may also adversely

affect the School.

The School has identified the key risks that might prevent the achievement of its Strategic
Plan. These are reviewed by both the Audit Committee and Corporation Board throughout

the year.

- Maintaining Ofsted Outstanding and TEF Gold ratings
- Government policy and funding per student at FE and student fees at HE
- Student recruitment and retention at both FE and HE operations

Cybersecurity risks

KEY PERFORMANCE INDICATORS

The Schools key performance indicators, targets and results are set out below.

Key performance indicator Actual for 2023/4

Adjusted Current Ratio 140
EBITDA as a % of adjusted income — education specific 3.01%
Borrowing as a % of adjusted income 12.34%
Financial Health Score 180
Financial Health Grade GOOD
Ofsted Rating (Further Education) Outstanding
TEF Rating (Higher Education) GOLD

Student achievements
Students continue to prosper at the School. FE achievement rates remained high in 2023/24,

95.7% an increase from 2023 90.9%. HE success decreased to 88.9% in 2023/24 from 2023
96.3%. The School had a pass rate of 99.5% (2023 100%) of all HE completers and 98.8%

2023/24 (2023 99.1%) for FE.

Payment performance

The Late Payment of Commercial Debts (Interest) Act 1998, in the absence of agreement to
the contrary, requires organisations to make payments within 30 days. During the accounting
period 1 August 2023 to 31 July 2024, the School paid 87.6% of its invoices within 30 days.
Of the remaining 12.4%, almost half of were in query (6.1%) between the supplier and the
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budget holder. The School incurred no interest charges in respect of late payment for this

period.

Streamlined Energy and Carbon Reporting

The school is committed to reducing its carbon emissions and has taken the following

measures in the year to improve energy efficiency:

e Encourage the use of Teams for cross campus meetings
e Encourage car sharing for work travel

e Auto shut down of computer equipment

e Motion sensor lighting

» Installation of air source heat pump in new build

The schocl's greenhouse gas emissions and energy use for the period calculated in line with
the 2019 HM Government Environmental Reporting Guidelines, the GHG Reporting Protocol
— Corporate Standard and the 2021 UK Government’s Conversion Factors for Company

Reporting are as follows:

Intensity ratio
Metric tonnes COZ2e per student/FTE/staff member

Intensity ratio
The chosen intensity measurement ratio is staff numbers.

UK Greenhouse gas emissions and energy use data for the 2023 -4 | 2022-3
period

Energy consumption used to calculate emissions (kWh) 1,988,275 | 2,151,750
Scope 1 emissions in metric tonnes COZ2e

Gas consumption 201.7 2157
Scope 2 emissions in metric tonnes COZ2e

Purchased electricity 183.0 201.4
Scope 3 emissions in metric tonnes CO2e

Business travel in employee owned vehicles 7.0 7.2
Total gross emissions in metric tonnes CO2e 391.7 424.3

1.3 1.6

10
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Trade union facility time

The Trade Union (Facility Time Publication Requirements) Regulations 2017 require the

School to publish information on facility time arrangements for trade union officials at the

School.

Numbers of employees who were relevant period

FTE employee number

2

Number of employees

Lﬂercentage of time
0%

1-50%

51-99%

100%

OOV O

Total cost of facility time

2,993

Total pay bill

93,808

Percentage of total bill spent on facility time

3.19%

Time spent on paid trade union activities as
a percentage of total paid facility time

3.19%

EQUALITY AND DIVERSITY

Equality
Gender pay gap reporting

|

| Year ending 31 March 2024

Mean gender pay gap

g 18.9%

Median gender pay gap |

20.4%

The proportion of males and females in each quartile of the pay distribution are:

Males Females
1 - Lower quartile 25% 75%
2 — Lower Middle 27% 73%
3 - Upper Middle 47% 53%
4 — Upper quartile 48% 52%

The School publishes its annual gender pay gap report on its website.

11
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Disability statement

The Northern School of Art is committed to the principles of equality and diversity and
welcomes applications from students and staff with a disability or learning difficulty. The
School aims to support all individual needs wherever possible to enable both staff and
students to achieve their full potential.

In accordance with the duties laid out in the Equality Act 2010, the School will not discriminate
against a person with a disability throughout the whole learning or employment experience
within the School and in the delivery of services it provides.

The School will endeavour to make all reasonable adjustments for a disabled person to access
any service provided by the Institution. By doing so, the School will not treat a disabled person
less favourably (for a reason related to his/her disability) than it treats other learners or staff.
The School seeks to achieve the objectives set down in the Equality Act 2010:

e As part of its accommodation strategy the School updates its access audit and the
results of this forms the basis of funding capital projects aimed at improving access.

e«  Where specialist equipment is required, but not provided through support funds or
Disabled Student Allowance, the School will consider the purchase of such equipment
as a reasonable adjustment.

e The School has made a significant investment in the appointment of specialists to
support students with learning difficulties and/or disabilities. There are a number of
Student Support and Learning Support assistants who can provide a variety of
support for learning.

e Counselling and welfare services for students are detailed on the School’s website
and VLE and further information can be obtained from the Student Services
department. All students are made aware of the services available and all the relevant
policies and procedures at induction.

12
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GOING CONCERN

After making appropriate enquiries, the Corporation considers that the School has adequate
resources to continue in operational existence for the foreseeable future. For this reason, it
continues to adopt the going concern basis in preparing the financial statements.

EVENTS AFTER THE REPORTING PERIOD

The formal Order has been made which grants interim degree awarding powers to the
School with effect from 1 October 2024. The award is until 2028; in line with current
guidance, it is expected that there will be a DAPs review by the Office for Students (OfS) in

2027.
DISCLOSURE OF INFORMATION TO AUDITORS

The members who held office at the date of approval of this report confirm that, so far as
they are each aware, there is no relevant audit information of which the School’s auditors are
unaware; and each member has taken all the steps that he or she ought to have taken to be
aware of any relevant audit information and to establish that the School’s auditors are aware

of that information.

Approved by order of the members of the Corporation on 29" November 2024 and signed
on its behalf by:

Mr T G Bailey

Chair

13
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Governance Statement

The following statement is provided to enable readers of the annual report and accounts of
the School to obtain a better understanding of its governance and legal structure. This
statement covers the period from 1 August 2023 to 31 July 2024 and up to the date of
approval of the annual report and financial statements.

GOVERNANCE CODE
The School endeavours to conduct its business:

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

2. in full accordance with the guidance to Schools from the Association of School s in
The Code of Good Governance for English School s (“the Code”)

In the opinion of the Governors, the School complies with all the provisions of the Code, and
it has complied throughout the year ended 31 July 2024. The Governing Body recognises
that, as a body entrusted with both public and private funds, it has a particular duty to
observe the highest standards of corporate governance at all times.

In carrying out its responsibilities, it takes full account of The Code of Good Gavernance for
English Schools issued by the Assaciation of Colleges in 2015, which it formally adopted on
1% May 2015. In the opinion of the Governors, the School complies with all the provisions of
the Code, and it has complied throughout the year ended 31 July 2024,

14
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THE CORPORATION

Members of the Corporation

The members who served on the Corporation during the year and up to the date of
signature of this report were as listed in the table below.

Name Date of Term | Date of Status of Committees Attendance
Appointment | of resignation | appointment | served in 2023/4
office
DrJ R M Raby | 01.05.08 Whilst Principal Academic 5/5
in Board 100%
Post Governance &
Search
_ Committee
% F&GP
Committee
Academic
Committee
Audit
Committee
Mr | Swain 02.10.09 2 Independent | Audit 315
Reappointed | years Committee 680%
01.07.16
Reappointed
18.09.20
Co-opted
01.12.22
Professor R 04.07.14 4 Independent | Remuneration 4/5
Simmons Reappointed | years Committee 80%
31.08.18 Academic
Reappointed Committee
01.06.22
Professor J 13.02.15 1 year independent | Academic 5/5
Rapley Reappointed Board 100%
13.02.19 Academic
Reappointed Committee
13.02.23
Reappointed
07.24
Mr K 11.11.16 4 Independent | Audit 5/5
Goldsborough | Reappointed | years | Committee 100%

15
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Name

Date of
Appointment

Term
of
office

Date of
resignation

Status of
appointment

Committees
served

Attendance
in 2023/4

18.09.2020

Governance &
Search
Committee
Academic
Committee

Mr D Hughes

11.11.16
Reappointed
18.09.2020

years

Independent

Audit
Committee
F&GP
Committee
Remuneration
Committee
Health &
Safety
Committee

4/5
80%

Mr T G Bailey

09.12.16
Reappointed
18.09.2020

years

Independent

F&GP
Committee

Governance &
Search
Committee
Remuneration
Committee

5/5
100%

Ms G Miller

04.12.20

years

Independent

Governance &
Search
Committee
Academic
Committee

5/5
100%

Mrs K
Baggaley

12.11.21

years

Independent

F&GP
Committee

4/5
80%

Ms N Bretit

11.03.22

years

independent

Academic
Committee

F&GP
Committee

3/5
60%

Dr E Leonard
Cross

11.03.22

years

Independent

Governance &
Search
Committee
Remuneration
Committee

3/5
60%

Ms S Watson

15.03.24

years

Independent

Audit
Committee

313
100%

16
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Name Date of Term l Date of Status of Committees Attendance
Appointment | of resignation | appointment | served in 2023/4
office
Ms J Hemmins | 20.10.23 4 Staff (HE) 5/5
years 100%
Ms P Clarkson ! 07.10.22 4 Staff (FE) 5/5
years 100%
Ms L McLellan | 20.10.23 2 Student (HE) 55
years 100%
Ms K Binns 10.03.23 18 31.07.24 Student (FE) 1/5
mths 20%

The governance framework

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

The Corporation is provided with regular and timely information on the overall financial
performance of the School together with other information such as performance against
funding targets, proposed capital expenditure, quality matters and personnel-related matters
such as health and safety and environmental issues. The Corporation meets half-termly.

The Corporation conducts its business through a number of committees. Each committee has
terms of reference, which have been approved by the Corporation. These committees are
Academic, Finance & General Purposes (F&GP), Audit, Remuneration and Governance and
Search. Full minutes of all meetings, except those deemed to be confidential by the
Corporation, are available on the School's website www.northernart.ac.uk or from the Head of

Governance at the School's registered address.

The Head of Governance maintains a register of financial and personal interests of the
governors. The register is available for inspection at the above address.

All governors are able to take independent professional advice in furtherance of their duties
at the School’s expense and have access to the Head of Governance, who is responsible to
the Board for ensuring that all applicable procedures and regulations are complied with. The
appointment, evaluation and removal of the Head of Governance are matters for the

Corporation as a whole.

Formal agendas, papers and reports are supplied tc governors in a timely manner, prior to
Board meetings. Briefings are provided on an ad hoc basis.

17
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The Corporation has a strong and independent non-executive element and no individual or
group dominates its decision-making process. The Corporation considers that each of its
non-executive members is independent of management and free from any business or other
relationship which could materially interfere with the exercise of their independent

judgement.
There is a clear division of responsibility in that the roles of the Chair and Accounting Officer

are separate.
Appointments to the Corporation

Any new member appointments to the Corporation are a matter for the consideration of the
Corporation as a whole. The Corporation has a governance and search committee, consisting
of five members of the Corporation, which is responsible for the selection and nomination of
any new member for the Corporation’s consideration. The Corporation is responsible for
ensuring that appropriate training is provided as required.

Members of the Corporation are appointed for a term of office not exceeding four years.

Corporation performance

The Corporation carried out a self-assessment of its own performance for the year ended 31
July 2024 and graded itself as effective.

Academic Board

The Academic Board includes three members of the Corporation and meets five times per year
and operates in accordance with written terms of reference approved by the Corporation.

The Academic Board holds delegated responsibility for the oversight and evaluation of the
student learning experience, including the quality management infrastructure and its
alignment to the quality assurance framework of the degree-awarding body (Arts University
Bournemouth).

Finance and General Purposes Committee

The Finance and General Purposes Committee comprises of four independent members of
the Corporation, the Principal and Vice Principal - Resources and meets five times per year.
The Finance and General Purposes Committee has written terms of reference approved by
the Corporation.

The Finance and General Purposes Committee main duties are to monitor, consider and
recommend on finances, financial reports and measurements to the Corporation Board.

18
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Remuneration Committee

Throughout the year ending 31 July 2024 the School’s Remuneration Committee comprised
four members of the Corporation. The Committee’s responsibilities are to make
recommendations to the Board on the remuneration and benefits of the Accounting Officer
and other key management personnel.

The Remuneration Committee adopted the AoC's Senior Staff Remuneration Code in
November 2019 and applies the Code in addition to CUC HE Renumeration Code.
Details of remuneration for the year ended 31 July 2024 are set out in note 7 to the financial

statements.

Audit Committee

The Audit Committee comprises four members of the Corporation (excluding the Accounting
Officer and Chair). The Committee operates in accordance with written terms of reference

approved by the Corporation.

The Audit Committee meets on a termly basis and provides a forum for reporting by the
School's external auditors, who have access to the Committee for independent discussion
without the presence of School management. The Committee also receives and considers
reports from the main funding bodies as they affect the School's business.

Management is responsible for the implementation of agreed audit recommendations and
internal auditors are engaged to periodically conduct follow-up reviews to ensure such
recommendations have been impiemented.

The Audit Committee also advises the Corporation on the appointment of internal auditors,
consultants, reporting accountants and financial statements auditors and their remuneration
for audit and non-audit work as well as reporting annually to the Corporation.

The Audit Committee met three times in the year to 31 July 2024. The members of the
Committee and their attendance records are shown over:

Committee member Meetings attended |
Mr | Swain 3/3 |
Mr K Goldsborough 3/3
Mr D Hughes 3/3
Ms S Watson 2/2

Academic Committee

The Academic Committee includes five members of the Corporation and meets three times
per year and operates in accordance with written terms of reference approved by the

Corporation.

19
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