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OBJECTIVES AND ACTIVITIES

MGTS an Educational Charity —Employer Led and Membership Based

Our Aim

To be a national centre of excellence for education, training and development and assessment supporting both young
people and adults in the development of engineering competences associated with engineering.

To achieve improved customer business perfonnance by delivering cost effective employee technical snd people
development solutions to machinery rehant industries.

Charity Aims

~ To support young people wishing to access the engineering industry

~ To support adult employees and learners to develop themselves, engineering functions and systems to
improve business performance

~ To contribute to the development of specialist engineerbtg competences within the National workforce to
encourage economic development

~ The main activities of the Charity have continued to be the provision of Apprenticeships, Training Needs
Analysis and Administration, Training and Development courses and events

To achieve this, the Charity:

~ Consults with members and employers to achieve a clear understanding of industry needs and provide
effective solutions

~ Consults with Government snd Agencies to ensure that MGTS strategy supports industry related people
development policies

~ Consults with Local Enterprise Psrtnerships [LEPs], Local Authority and Schools to develop collaborative
solutions to support young people's development, understanding and entry into industry

Our Values

1. MGTS aims to provide our customers with training and assessment activities that are relevant to the individual,
their organisation and its industry sector.

2. We believe that training and assessment activity undertaken should be clear and concise in its design and
delivery.

3. That the delivery of any training and assessment activities are undertaken in a way and at a ume which fully
meets and supports the requirements of our customers, whatever those requirements may be.

4. MGTS will endeavour to take the lead in a professional manner, applying wisdom and knowledge whilst being
supporting and encouraging.

Our Commitment

MGTS commit to provide our customers with access to competent staff, learning opportunities, comprehensive
equipment aud technology and rapid response to meet their training and assessment requirements.

We will achieve this through the application in all instances of our core values by consistently maintaining a high
level of knowledge and understanding of the markets and environments within which our customers operate.



MIDLAND GROUP TRAINING SERVICES LIMITED
TRUSTEES' REPORT

31March 2021

Public Benefit

We have referred to the guidance contained in the Charity Commission's general guidance on public benefit when
reviewing our aims and objectives and in planning our future activities. In particular the trustees consider how
planned activities will contribute to the aims and objectives they have set.

Our Strategic Objectives

1. Annually increase the number of customers strategically investing in people development; achieving local,
regional and national growth.

2. Develop and deliver products and services offering progression through education, training and development and
assessment; unlocking potential and delivering improved customer business performance.

3. Continually improve quality of content, quality ofdelivery and quality of learning management.

4. Work in partnership with customers and stakeholders to provide solutions to their requirements and the greater
community, locally, regionally and nationally.

S. Utilise the charity's resources responsibly in pursuit of the strategic objectives.

CHALLENGES, ACHIEVEMENTS AND PERFORMANCE

The emergence of the COVID-19 pandemic just prior to this last fiscal year and the impact that it had on the business

was not a unique situation to MGTS. The severity of its growth and spread and the subsequent effects on the business

throughout the first quarter (April, May and June) provided the most significant challenge in recent history. The focus of
attention shified to survival through the unfolding pandemic, with budgetary realignment based on forecasted income
and a rafi of cost control measures developed and instigated by the end of that same period.

The ability to adapt at pace to a fully on-line learning platform was key to the continuation of apprenticeship learning
following the suspension of all face to face apprentice training and commercial course delivery. The move to remote
learning secured continued ESFA funding whilst also allowing training staff to both, continue to work and also support
the Govenunent drive to work fiom home.

The adoption of the Moodle platform and its roll out across the business has accelerated and been embmced with a
positive attitude. All Further Education aud Higher National Certificate teaching has been developed to sit on this

platform and is a significant achievement for the organisation. Whilst the immediate efiect of the platform was key to

continued learning through the height of the pandemic its impact and benefit wifi be there over the longer term as there

will be a legacy effect of the pandemic in terms ofa more blended approach to learning.

Continuing dialogue with all stakeholders was incredibly important, ensuring that we kept apprentice learners engaged
and progressing, commercial clients informed and employees' well-being and motivation at the highest possible level
under the circumstances.

One of the significant challenges to the organisation throughout the last 12 months has been the impact on people' s

mental health generally. In light of this we have undertaken multiple sessions of the level 2 Mental Health Awareness

Training for those in the business who wished to participate. The actual uptake &om across the business was around

60%. This is a significant achievement not just in terms of the actual participation rate but more importantly in the

awareness and support that this provides for our employees. A smaller group inclusive of the management team will

undertake the level 3 Supervising Mental Health Training, with MGTS ultimately developing its own policy document

on the subject matter.
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In November 2020 MGTS commenced with the periodic ESFA finance audit. Compared to the previous finance
audit in 2015, this most recent iteration has included more learners and been more challenging in terms of the sample
size of apprentice data and the increase in contractual documentation requirements. Taking some three months &om
start to completion the outcome for the business was extremely good with our data records proving to be highly
accurate. This is down to the quality of inputting and the level of data scrutiny that is undertaken by the accounts
team that use various ESFA reports.

The Defined Benefit Pension Fund which was closed to new contributions on the 31s August 2010 was put through
its triennial review on 31 March 2020, during a period of extreme market volatility due to the pandemic and returned
a pension valuation deficit of g60M, up &om the 2017 actuarial valuation of a 629M deficit. Pensions Regulator
guidance to Trustees enabled them to take into account post valuation experience, resulting in recalculations at 31
August 2020 indicating a deficit of f47M - an impmvement of some f.13M. During this same period the Trustee
undertook a review of the deficit split by employer. The outcome of this has indicated a significant increase in the
MGTS percentage split &om an historical 4.4% to 8.3%. In absolute terna this is an increase &om f2.1M of the
f47M deficit to f39M. We have worked closely and constructively with the Trustees of the scheme to agree a long-
tenn recovery plan which meets pension regulatory approval while being affordable aud sustainable for MGTS,
Since then, the funding position of the scheme has materially improved. Further details are provided in note 12 on
page 23.

Financial review

The COVID-19 pandemic has proved to be a significant financial challenge to MGTS. The number of apprentice
starts fell by almost 50% as compared to 2019 which will have a detrimental financial impact over the four year
duration of their training.

The financial year result was an unrestricted surplus of f92,893 (2019 f62,430 deficit), which exceeded expectations,
However, the growing deficit in the defined benefit pension scheme combined with increased clarity on the
Company's likely liability has resulted in the decision to recognise the net present value of its share of the pension
deficit &om this financial year forward. This X3.65M adjustment resulted in an overall deficit for the financial year
off3.55M (2019 6140k).

Income
Total umestricted income of I3.7M was generated in 2020-2021, a decrease of 9% on last year. Apprentice training
continued using a combination of distance and face to face teaching enabling continued funding, but commercial
training was severely curtailed during lockdown periods.

Expenditure
Unrestricted expenditure in 2020-2021 fell to f3.6M, a reduction of 15% on last year. The lockdowns imposed over
the year have delayed a significant amount of expenditure which will impact on profitability in 2021-22.

Funds
Total funds at 31 March 2021 were f1.9M (2020 f5.5M) of which all but f435,761 were unrestricted.

Principal Risks and Uncertainties

The principal risk to the business is from the ongoing challenges of operating in a COVID-19 pandemic economy,
Although we are seeing increased levels of apprenticeship uptake and a rising level of commercial course activity the
ever present threat remains of further restrictions or lockdowns.

To drive up the quality of apprenticeship provision, the government strategy is to progressively introduce more
stringent entry criteria for the Register of Approved Training Providers (RoATP). This will require all remaining,
active providers of which MGTS is one to reapply to the register, taking into account a new set of application criteria
&om May 2021. This will be a phased reapplication approach throughout 2021 to 2022 and there will be a strong
focus on subject-specific expertise for providers to evidence their capacity and expertise to meet the skills needs of
apprentices and einployers.
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Having gone through our last full OFSTED inspection in 2017 with a four year cycle of assessment it would be
prudent to assume that 2021 would have been the likely time&arne for this to take place. The impact of COVID-19
has understandably disrupted the timings with 2022 looking more likely, however we maintain a continuing focus on
our quality of apprenticeship delivery in anticipation of this critical assessment and grading.

Ever present are the risks and uncertainties &om modifications to structure and funding of the apprenticeship
education and training sector made by Government.

Policies

a) Reserves
During the financial year the Trustees re-evaluated the level of &ee reserves (that is those funds not tied up in

fixed assets, designated and restricted funds) required to sustain its operations in the event that some inc&nning

generating activities are curtailed temporarily whilst the charitable activities are continued. The trustees now
consider that the most appropriate level of &ee reserves at 31 March 2021 would be 9 months of the group's
budgeted expenditure i.e. 13.02M (previously 6 months). The actual &ee reserves at 31 Mamh 2021 were
62.53M being f490k short of the target figure.

b) Investments
Under the Memorandum and Articles of Association, the charity has the power to invest in any way the trustees
wish. The trustees have determined that the Charity investments should be in the form of interest bearing cash
deposits with major banks or financial institutions and investment property. Interest rates should be competitive
snd fice of risk to the capital.
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STRUCTURE, GOVERNANCE AND MANAGEMENT

The Charity is a company, limited by guarantee, and has no share capitaL It was incorporated on 17 July 1970. Its
governing document is its Memorandum and Articles of Association, which were updated on 6 March 2019. The
liability ofeach member in the event ofwinding up is limited to f20.

Charity number

Company nuiuber

Principal Office

528785
984899
Gulson Road, Coventry, CV1 2JG

The principal objects of the charitable company are: "To advance the theoretical and practical education and tmining of
persons engaged or intending to be engaged in engineering general industrial and commercial activities"

To allow the charitable company to trade in activities complementary to its objects a subsidiary company 7vIGTS
Business and Training Services Limited' was incorporated on 22 September 2000. The Charity owns the 1,000 issued
shares offI each. Taxable pmfits arising &om the subsidiary are Gift Aided to the Charity.

Trustees/ Directors

The Trustees are elected by the Members of the Company and serve for five years before retiring. The Articles of the
Company allow for unlimited Trustees/Directors. The Trustees may co-opt to fill casual vacancies arising during the
year.

The following were Trustees during the whole of the year under review:-

Mr S Brown
Mr K Kana
Mr G F Lawton

Mrs T Reynolds
Mrs R Ritchie
Mr A Watson

The following resigned as Trustees during the year:-

Mr P Hone
Mr G Reynolds

The following were appointed as Trustees during the year;-

Mr D Montgomery

The Trustees of the Charity meet at least 4 times per year. They set budgets for the Charity and monitor its financial
performance through detailed quarterly financial reports. Major decisions afFecting the Charity's operations are
taken by the Trustees.

The Chief Executive, David Bridgens is responsible for implementing the Trustees policies. He reports on a quarterly
basis to the Trustees. Additional ad hoc Trustees meetings are called whenever it is felt necessary either by the
Trustees or the Chief Executive.
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Trustee induction and training

New trustees undergo a series ofbriefings to infortn them on their legal obligations under charity and company law, the

content of the Memorandum and Articles of Association, the committee and decision making processes, the business

plan and recent financial performance of the charity. During the induction they meet key employees and other trustees.
Trustees are encouraged to attend appropriate training events where these will facilitate the understanding of their role.

Key Management Personnel

The following were key management personnel during the whole of the year under review:-

Chief Executive Oificer
Director ofDelivery and Operations
Director ofFinance and HR
Business Systems and Contracts Manager
Quality and Compliance Manager
Customer Engagement Manager

David Bridgens
Steve Palmer
Ruth Smith
Adrian Lawrence
Ruth Plane
Adrian Simkiss

Arrangements for setting pay and remuneration

Trustees do not receive any form of remuneration and give their time fieely.

The trustees review pay annually in October for afi staff, including key personnek Consideration is taken of the rate of
inflation, and benchmark pay rates within the industry.

Risk management

We confirm that major risks have been reviewed and that systems and procedures have been established to manage
those risks.

Government and Agencies

Additional apprenticeship funding incentives and the Goverrunent Kickstart Scheme were announced on the same day
as part of the UK Chancellor's Plan for Jobs. For businesses reacting to the Coronavirus pandemic, these schemes offer
financial support alongside the opportunity to create jobs for young people. The nmin difference between Kickstart and
an apprenticeship is that Kickstart is a short-term scheme focused on general employability, while apprenticeships are

longer term and centred on specialist technical skills.

Any employer who hires a new apprentice can claim funding as an incentive for creating training opportunifies. These
grants were expanded in the 2021 Budget and are now available until 30th September 2021.
Employers taking on a new apprentice can claim:

~ f3000 for a new apprentice of any age
~ An additional 61000 grant for hiring a 16-18year old apprentice, or a 19-24 year old with an EHC plan

The Kickstart Scheme is a short-term wage subsidy fund for employers. It was designed to help create job placements
for 16 to 24 year olds who are at risk of long term unemployment The Kickstart Scheme funding covers 100%of the
relevant National Minimum Wage, at 25 hours a week for a total of6 months.

The Department for Education surtendered f250M to the Treasury during the last 12 months as demand for

apprenticeships &om employers was "lower than expected" pmtly due to the impact of Covid-19.
Government statistics show that apprenticeship starts were down 18 per cent in the 2019/20 academic year compared to

the previous year, falling &om 393,400 to 322,600.
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Small Companies Exemption

This report is prepared in accordance with special provisions of part 15 of the Companies Act 2006 relating to small
companies.

The trustees who are the charitable company's directors are pleased to present their report together with the financial
statements of the charitable company for the year ending 31 March 2021.

AUDITORS

A resolution will be put to the forthcoming AGM to reappoint Luckmans Ducken Parker Limited as Auditors for the
year ending 31 March 2022.

Statement as to disclosure of information to auditors

The trustees who were in office on the date of approval of these financial statements have confitmed as fsr as they are
aware, that there is no relevant audit information of which the auditors are unaware. The trustees have confitmed that
they have taken all the steps that they ought to have taken as trustees in order to make themselves aware of any relevant
audit information and to establish that it has been communicated to the auditor.

PROFESSIONAL ADVISORS

The Charity is provided with professional services on a commercial basis by:

Luckmans Duckett Parker Limited

Lloyds TSBPlc

Band Hatton Button Solicitors

Loveitts Estate Agents

Jensten Gmup

Audit

Banking

Property

Insurance

7
G Lawton
Chairman

Gulson Road
Coventry
Cvl 2JG

$ rd Qc:7osext 2021
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The directors are responsible for preparing the Annual Report and the financial statements in accordance with applicable
law and United Kingdom Generally Accepted Accounting Practice. Company law requires the directors to prepare
financial statements for each financial year which give a true and fair view of the state of affairs of the charitable
company and of the incoming resources and application of resources, including the income and expenditure, of the
charitable company for that period.

In preparing those financial statements, the directors are required to:

a. select suitable accounting policies and then apply them consistently;

b. make judgements and estimates that are reasonable and prudent;

prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
charitable company will continue in business;

d. observe the methods and principles in the Charity SORP

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any
time the financial position of the charitable company and to enable them to ensure that the financial statements
comply with the requirements of the Companies Act 2006. They are also responsible for safeguarding the assets of
the charitable company and hence for taking reasonable steps for the prevention and detection of fiuud and other
irregularities.
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Opinion
We have audited the financial statements of Midland Group qyaining Services Ltd (the 'parent charitable

company') and its subsidiaries (the group) for the year ended 3 I March 2021 which comprise the Statement of
Financial Activities, the Balance Sheet, the Cash Flow Statement and notes to the financial statements, including
a summary of significant accounting policies. The financial reporting framework that has been applied in their

preparation is applicable law and United Kingdom Accounting Standards (United Kingdom Generafiy Accepted
Accounting Practice).

In our opinion the financial statements:
give a true and fair view of the state of the group's and parent charitable company's affairs as at 3 I March
2020 and of the groups incoming resoumes and application of resources, including its income and

expenditure, for the year then ended;
have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

have been prepm ed in accordance with the requirements of the Companies Act 2006.

Basis for opinion
We conducted our audit in accordance with International Stmidards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the Auditors responsibilities for the audit

of the financial statements section of our report. We are independent of the group and parent charitable company
in accordance with the ethical requirements that are relevant to our audit of the financial statements in the UK,
including the FRC's Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with

these requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

Conclusions relating to going concern
We have nothing to mport in respect of the following matters in relation to which the ISAs (UK) require us to
report to you where:

the trustees' use of the going concern basis of accounting in the preparation of the financial statements is
not appropriate; or
the trustees have not disclosed in the financial statements any identified material uncertainties that may
cast significaut doubt about the group's or parent charitable company's ability to continue to adopt the

going concern basis of accounting for a period of at least twelve months fi om the date when the financial

statements an: authorised for issue.

Other information
The trustees me responsible for the other information. The other information comprises the information included
in the annual repass, other than the financial statements and our Report of the Independent Auditors thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in

doing so, consider whether the other information is materially inconsistent with the financial statements or our

knowledge obtained in the audit or otherwise appears to be materially misstated. If, based on the work we have

pertonned, we conclude that there is a material misstatement of this other information, we are required to report
that fact. We have nothing to repott in this regard.

Opinion on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

the information given in the Repots of the Trustees for the financial year for which the financial

statements are prepared is consistent with the financial statements; and

the Report of the Trustees has been prepared in accordance with applicable legal requirements.
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Matters on which we are required to report by exception

In the light of the knowledge and understanding of the group and parent charitable company and its environment

obtained in the course of the audit, we have not identified material misstatements in the Report of the 'frustees.

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to

report to you if, in our opinion:
adequate accounting records have not been kept or returns adequate for our audit have not

been received fiom branches not visited by us; or

the financial statements are not in agreement with the accounting records and returns; or
certain disclosures of trustees' remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit; or

the nustees were not entitled to take advantage of the small companies exemption from the

requirement to prepare a Strategic Report or in preparing the Report of the Trustees.

Responsibilities of trustees
As explained more fully in the Statement of Trustees Responsibilities, the trustees (who are also the directors of
the charitable company for the purposes of company law) are responsible for the prepamtion of the financial

statements and for being satisfied that they give a true and fair view, and for such internal control as the trustees

deteimine is necessmy to enable the preparation of financial statements that are fine from material misstatement,

whether due to fraud or ertor.

In preparing the financial statements, the trustees are responsible for assessing the group's and pm ent charitable

company's ability to continue as a going concern, disclosing, as applicable, matters related to going concern and

using the going concern basis of accounting unless the trustees either intend to liquidate the group or the parent

charitable company or to cease operations, or have no renlistic alternative but to do so.

Our responsibilities for the audit of the financial statements
Our objectives are to oBtain reasonable assurance about whether the financial statements as a whole are free

from material inisstatement, whether due to

fi

au or error, and to issue a Report of the Independent Auditors

that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit

conducted in accordance with ISAs (Ul&) will always detect a material misstatement when it exists,

Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they

could reasonably be expected to influence the economic decisions of users taken on the basis of these financial

statements.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures

in line with our responsibilities, outlined above, to detect material misstatements in respect of hreguliuities,

including fraud. The extent to which our procedures are capable of detecting these hregularities, including fi'aud

is detailed below:
In identifying and assessing the risk of material misstatement in respect of irregularities, including &aud and

non-compliance with laws and regulations, our procedures included the following;

reference to past histoiy and experience of entity

enquiry of management, including obtaining and reviewing suppoiting documentation

concerning the entity's procedures relating to:
Identifying and complying with laws and regulations and whether they were aware of any

instances of non-compliance;
Detection and response to risk of fraud and whether they were aware of any actual or

suspected instances of fiaud.
Assessment of the controls and processes that the entity has in place to mitigate risk.

Our assessinents included the identification of the following potential areas of fi'aud:

Manageinent override of conti ol; and

Revenue recognition —specifically the recognition according to timing of the provision of
training setvices, and manipulation of revenue through management override ofjournals.

10
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We design audit pmcedures by tailored and directed testing to aid and suppott the deteimined level of risk. In
msponse to the assessed risk we plan audit tests and procedures that target specific areas where misstatement
may occur. These procedures and the extent to which they are capable of detecting inugularities, including
fraud, are detailed below:

We critically assessed the appropriateness and tested the application of the revenue and cost
recognition policies.
We tested the appropriateness of accounting journals and other adjustments made in the
preparation of the financial statements.
We reviewed the entity's accounting policies for non-compliance with relevant standards.
We made enquiries of management and reviewed correspondence with the relevant authorities
to identiTy any irregularities or instances of non-compliance with laws and regulations.

In performing an audit in accordance with UK GAAP, we exercise professional judgement and maintain
professional scepticism throughout the audit process.

We also communicated relevant identified laws and regulations and potential fi aud risks to all the engageinent
temn members and remained alert to any indications of fraud or non-compliance with laws and regulations
throughout the audit.

The risk of not detecting a material misstatement resulting from fraud is higher than for one msulting from ettur,
as fraud may involve collusion or oven ide of internal controls. There are inhemnt limitations in the audit

procedures performed.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council's website at www fic org uk/auditorsresponsibilities. This description forins pait ofour
Report of the Independent Auditors.

Use of our report
This report is made solely to the charitable company's members, as a body, in accordance with Chapter 3 ofPmt
16 of the Companies Act 2006, Our audit work has been undertaken so that we might state to the charitable
company's members those matters we are n:iluired to state to them in an auditors' report and for no other
purpose, To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than
the charitable company and the charitable company's members as a body, for our audit ivork, for this repott, or
for the opinions we have formed.

Mark Spafford FCCA A A (Senior Statutory Auditor)
for and on behalf of Luckmans Duckett Parker Limited
Statutory Auditors
1110Elliott Court
Herald Avenue
Covenhy Business Park
Coventry
West Midlands
CVS 6UB

Date: 16a October 2021
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Income:
Note

Unrestricted
funds

Restricted
funds

g

Total
2021

Total
2020

Income from donuuons and leguciest
Coronavirus Job Retention Scheme income 1 138,763 138,763

Income from Chariatble actiritiest
Subscriptions, training, projects, course
fees and extra services 4 2,966,283 65,600 3,031,883 3,159,118

IneomePom other trading activhtest
Commercial tmding operations

Investment income

9 613,095

3 12,395 12,395 11,721

613,095 1,122,329

Total incoming resources 3,730,536 65,600 3,796,136 4,293,168

Expendhture:

Costs ofraising funds:
Investment management costs
Commercial trading operations 9 501,391 501,391 891,316

Expenditure on charitable activities 5 3,136452 119,684 3,255,936 3,541,936

Total expenditure 3,637,643 119,684 3,757,327 4,433,252

Net (loss)/income before other
recognised gains 6 92,893 (54,084) 38,809 (140,084)

Other recognised losses

Change in fair value ofpension scheme liability 12 (3,646, 183) (3,646,183)

Net movement in funds for the year
Fund balance brought forward at
1 April 2020

(3,553,290)

5,021,829

(54,084) (3,607,374) (140,084)

489,345 5,511,174 5,651,258

Fund balance carried forward at
31 March 2021 1,468,539 435,261 1,903,800 5,511,174

The statement ofSnancial activities includes all gains and losses recognised in the year and in the previous year.
All the company's activities are classed as continuing.
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Note

Group
2021
f.

2020
f.

Charity
2021 2020

Fixed assets

Tangible fixed assets
Investment in subsidiary undertaking

8 2,991,551 3454,419 2,991,551 3254,419
9 1,000 1,000

2,991,551 3,254,419 2,992,551 3,255,419

Current assets

Debtors
Short term deposits
Bank balance and cash

10 548,670 593,082 382,340 447,059
3,076,780 2,749,126 3,076,780 2,749,126

115,71S 127/14 51,447 72/84

3,741,168 3,469,422 3,510,567 3,268,469

Creditors - amounts falling due
within one year 11 (1,940,436) (1,212,667) (1,064,839) (1,240, 127)

Net current assets 1,800,732 2,256,755 2,445,728 2,028,342

Creditors - amounts Odling due
after more than one year 11 (2,888,483) (2,888,483)

Net assets 1,903,800 5,511,174 1,792,096 5,283,761

Restricted funds
Unrestricted funds
Non-charitable trading funds

13 435,261 489,345 435,261 489,345
13 1,356,835 4,794,416 1,356,835 4,794,416
13 111,704 227,413

Total funds 1,903,800 5,511,174 1,792,096 5,283,761

The financial statements have been prepared in accordance with special provisions of part 15 of the Companies Act
2006 relating to small charitable companies.

The financial statements on pages 12 to 26 were appmved by the Board of Directors and authorised for issue on
.67rl .(1c:240titt Za3-. )...., and were signed on its behalf by:

G Lawton
Chairman
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CASH FLOW STATEMENT

for the year ended 31 March 2021

Note

Group
2021 2020

Cash flows from operating activiiies:

Cash generated fiom opemtions 332,370 113,450

Net cash provided by (used in) operating
activities

332,370 113,450

Cash flows from investing activities:

Purchase of tauyl&le fixed assets
Sale of tangible fixed assets
Interest received

(49,523)
20,916
12,395

(898,089)
9,500

11,721

Net cash provided by (used in) investing
activities (16,212) (876,868)

Change in cash and cash equivalents in the
reporting period

Cash and cash equivalents at the
beginning of the reporting period

316,158 (763,418)

2,876,340 3,639,758

Cash snd cash equivalents at the end of
the reporting period

3,192,498 2,876,340
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NOTES TO THE CASH FLOW STATEMENT

for the year ended 31 March 2021

I Reconciliation of net income to net cash flow from operating activities
2021 2020

f

Net income for the reporting period (as per the statement
of financial activities)
Adjustments for:
Depreciation charges
Pmfit on disposal of fixed assets
Change in fair value ofpension scheme liability
Interest received
(Increase)/decrease in debtors
Increase/(decrease) in creditors

(3,607,374)

299,817
(6,668)

3,646, 183
(12,395)
44,412

(31,605)

(140,084)

374,717
(6,315)

(11,721)
12,598

(115,745)

Net cash provided by (used in) operaung activities 332,370 113,450
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MIDLAND GROUP TRAINING SERVICES LIMITED
ACCOUNTING POLICIES

31 March 2021

I Accounting Policies

Basis of preparation
The financial statements of the charitable company, which is a public benefit entity under FRS102, have been prepared

in accordance with the Charities SORP (FRS102) 'Accounting and Reporting by Charities: Statement of Recommended

Practice applicable to charities preparing their accounts in accordance with the Financial Reporting Standard in the UK
and Republic of Ireland (FRS102)( effective 1 January 2019)', Financial Reporting Standard 102 'The Financial

Reporting Standard applicable in the UK and Republic of Ireland' and the Companies Act 2006. The financial

statements have been prepared under the historical cost convention with the exception of investments which are

included at market value.

Acceuntingchanges
The significant accounting policies adopted are described below.

Significant judgements and estimates
The preparation of the financial statements requires management to make significant judgements and estimates that

aflect the amounts reported within the balance sheet and statement of financial activities. The following are the

Company's key sources of estimation uncertainty:

~ Multi- employer defined benefit pension scheme liabiTity

The schedule of contribufions for the multi-employer defined benefit pension scheme is determined using actuarial

valuations. The actuarial valuation involves making assumptions about discount mtes, future salary increases, mortality

rates and future pension increases. Due to the complexity of the valuation, the underlying assumpfions and the long-

tenn nature of these plans, such estimates are subject to significant uncertainty. The mortality rate is based on publicly
available mortality tables for the specific country. Future salary and pension increases are based on expected future

inflation rates for the respective country.

The Company has included a liability within the financial statements to reflect its own future funding obligations based

upon a discounted cash flow basis. The discounted cash flow has been calculated by using a long term inflation rate of
3.15%and a discount rate of 0.85%.

In determining the appropriate discount rate, management considers the interest rate of AA corporate bonds

denominated in Great British pound sterling, with a bond maturity similar in duration to the defined benefit funding

obligation.

Group financial statements
The statement of financial activities (SOFA) and group balance sheet consolidate the financial statements of the charity

and its subsidiary undertaking. The results of the subsidiary are consolidated on a line by line basis.

A separate SOFA and income and expenditure account are not presented for the charity itself following the exemptions

afiorded by Section 408 of the Companies Act 2006.

Income recognition policy
Income is recognised when the charity has entitlement to the funds, any performance conditions attached to the item(s)
of incoine have been met, it is probable that the income will be received and the amount can be measured reliably.

Income fiom government and other grants, whether 'capital' grants or 'revenue' grants, is recognised when the charity

has entitlement to the funds, any performance conditions attached to the grants have been met, it is probable that the

income will be received and the amount can be measumd reliably and is not deferred.

The charitable company recognises support &om the Coronavirus Job Retention Scheme on a receivable basis as a

unrestricted donation to the charitable company.

Investment income is recognised on a receivable basis.
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MIDLAND GROUP TRAINING SERVICES LIMITED
ACCOUNTING POLICIES (confinued)

31March 2021

Resources expended and Irrecoverable VAT
Expenditure is recognised when a liability is incuned. Contractual arrangements and performance related grants are
recognised as goods and services are supplied.

Charitable activities include expenditure associated in the provision of training services and include both the direct costs
and support costs relating to these activities.

The charitable company recognises the cost of contractual redundancy payments as being part of the cost of the delivery
of charitable activities.

Governance costs include those incurred in the governance of the charity and its assets and are primarily associated with
constitutional and statutory requirements.

Support costs include the central functions snd have been allocated to activity cost categories on a basis consistent with
the use ofresources, e.g. staff'costs by the estimated time spent and other costs by their estimated usage.

Irrecoverable VAT is charged against the category of resomces expended for which it was incurred.

Taxation
The company is a registered charity and is exempt &om taxation on its charitable activities. The subsidiary company
has no tax liability as it donates its taxable pmfits to the charity under gift aid.

Tangible fixed assets
Fixed assets costing X3,000 or more are capitalised at cost.

Depreciation is charged by instalments at rates estiinated to write off the cost of the asset less any residual value over the
expected useful lives at the following rates:-

2%%per annum on &eehold buildings
4% per annum on &eehold building improvements
10%per annum on leasehold building improvements
10% to 25% per annum on equipment and vehicles
33'is% per annum on computer equipment

On disposal of assets in the ordinary course of business adjustments are made to the depreciation charge to reflect
differences between the actual aud estimated aggregate depreciation.

Pensions —Defined Benefit Scheme
The defined benefit scheme was closed to new contributions on 31st August 2010. In accordance with paragraph 28.11
of FRS102 the company as a participating employer to the scheme, has recognised the present value of its share of the
agreed contributions on the balance sheet as a liability on a discounted cash flow basis. MGTS's estimated liability as
at 31"March 2021 is K3.6M and is recalculated each year, with movements in the liability reflected in the Statement of
Financial Activities and the element relating to the unwinding of the discount in interest payable. The Company has
renegotiated its recovery plan as a result of the latest actuarial valuation as at 31a March 2020.

Further information in relation to an update on the current status of the pension scheme deficit and the most recent
valuation can be found in note 12 on page 23.

The Company is liable for its own funding obligations and is also liable for those of the other sponsoring employers,
should those sponsoring employers default on their obligations.

Pension costs - Defined Contribution Scheme
The amount charged to the Statement ofFinancial Activities in respect ofpension costs is the contribution payable in
the year. Any differences between contributions payable in the year and contribufions actually paid are shown as either
accruals or prepayments in the balance sheet.
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MIDLAND GROUP TRAINING SERVICES LIMITED
NOTES ON FINANCIAL STATEMENTS

31 March 2021

Funds structure
The charity has a number of restricted income funds to account for situations where a donor requires that a donation

must be spent on a particular purpose or where funds have been raised for a specific pmpose.

All other funds are unrestricted income funds.

2 Legal status of the Charity

The Charity is a company, limited by guarantee, and has no share capital. It was incorporated on 17 July 1970,
Its governing document is its Memorandum and Articles of Association. The liability of each member in the
event ofwinding up is limited to 620.

3 Investment income 2021 2020

Short term deposit interest receivable 12,395 11,721

4 Income from Charitable Activities

Training services provided 2,966,283 3,075,418

5 Charitable Activities Costs

The charity undertakes direct charitable activifies and does not make grant payments

Provision of training services and projects
Support costs —salaries and office costs

3,178,770
77,166

3,469,969
71,967

3,255,936 3,541,936

Governance costs

Salaries and office costs
Auditors' remunemtion
- Audit
- Other services

13,375

8,100
750

12,359

7,750
750

22,225 20,859
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MIDLAND GROUP TRAINING SERVICES LIMITED
NOTES ON FINANCIAL STATEMENTS

31 March 2021

6 Net incoming resources
2021 2020

Net incoming resources are stated afier charging/ (crediting):
Directors' and officers' indemnity insurance
Depreciation of tangible fixed assets:
- owned assets
- leased assets
(Pmfit)/loss on disposal of tangible fixed assets
Change in fair value ofpension liability

233,808
66,009
(6,668)

3,646, 183

268,265
106,452

(6,315)

7 Stuff costs

Wages and salaries
Social security costs
Pension costs

1,684,605
195,502
246,857

1,719,079
197,916
253,303

2,126,964 2,170498

Average number ofpersons employed by the company 48

Key management personnel

Emoluments
Pension contril&utions to defined contribution scheme

377,558
25,387

402,945

363,488
21,127

384,615

The number of employees who received emoluments ofmore than
f60,000 in the year was as follows:

660,001 - 670,000
670,001 - 680,000
680,001 - 690,000
f110,000 - I120,000

Midland Group Training Services paid f20, 187 (2020: f.19,580) into a defined contribution pension scheme for 4
(2020: 4) higher-paid employees.

The directors do not receive emoluments or expenses.

Pension costs - Defined Benefit Scheme
In addition to the above, the Company made a payment of f, 114,936 (2020: f110,659) to the multi-employer
defined benefit scheme (see note 12 on page 23).

Pension costs - Defined Contribution Scheme
The company provides pensions for current employees, through a defined conuibution scheme. The employer
contributions for the period were f108,215 (2020 $108,764). The running costs of the scheme are amalgamated
with the Defined Benefit scheme and cannot be separately identified. There were no outstanding or prepaid
contributions at the balance sheet date.
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MIDLAND GROUP TRAINING SERVICES LIMITED
NOTES ON FINANCIAL STATEMENTS

31 March 2021

8 Tangible fixed assets —group and charity
Freehold
Property

Leasehold Equipment
Improvements & vehicles Total

Cost
1 April 2020
Additions
Disposal s

2,153,679
750

1,237,449 2,933,265
50,447

(52,375)

6,324,393
51,197

(52,375)

31 March 2021 2,154,429 1,237,449 2,931,337 6,323,215

Depreciation
1 April 2020
Charge for year
Disposals

948,392
9,744

305,694
66,009

1,815,888
224,064
(38,127)

3,069,974
299,817
(38,127)

31 March 2021

Net book value

31 March 2021

958,136

1,196,293

371,703 2,001,825 3,331,664

865,746 929,512 2,991,551

31 March 2020 1,205,287 931,755 1,117,377 3,254,419

Since the 31"March 2021 the Company granted in favour of the Trustees of the EEF Staff Pension Fund an
uncapped charge over the treehold property at Go)son Road, Coventry, included in the balance sheet at f1.2m,
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MIDLAND GROUP TRAINING SERVICES LIMITED
NOTES ON FINANCIAL STATEMENTS

31 March 2021

9 Fixed assetinvestment

Group
2021 2020

Charity
2021 2020

Sharesin subsidiaryundertaking 1,000 1,000

Subsidiary undertaking

MOTS Business and Training Services Limited which was incorporated in England on 22 September 2000
pays all its taxable profits to the charity by Gift Aid. MOTS Business and Training Services Limited operates
as an executive arm of the charity. The charity owns the entire issued share capital of 1,000 ordinary shares of
Kl each. A sununary of the trading results is shown below.

Summary of profit and loss account
2021 2020

g

Turnover
Cost of sales and administrative expenses
Governance costs

613,095
(497,591)

(3,800)

1,122,329
(891,316)

(3,600)

Net profit
Retained profit brought forward
Amount gified to the charity

111,704
227,413

(227,413)

227,413
274,799

(274,799)

Retained in the subsidiary 111,704 227,413

The assets and liabilities of the subsidiary were:

Fixed assets
Current assets
Creditors: amounts falling due within one year

771,725
(659,054)

830,601
(602,188)

Net assets 112,704 228,413

Aggregate share capital and reserves 112,704 228,413
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MIDLAND GROUP TRAINING SERVICES LIMITED
NOTES ON FINANCIAL STATEMENTS

31 March 2021

Group
2021 2020 2021 2020

10 Debtors
Amounts falling due within one year
Trade debtors
Prep ayments
Accrued income
Amount due Rom subsidiary undertaking

392,835 507,720 273,530 371,395
153,723 83,856 106,698 74,158

2,112 1,506 2, 112 1,506

548,670 593,082 382,340 447,059

11 Creditors
Amounts Fatling due within one year:
Trade creditors
Taxation and social security payable
Accruals
Pension de6cit liability
Amount due to subsidiary undertaking

901,467
98,005

183,264
757,700

874,971
118,291
219,405

261,476
85,815

176,424
757,700
541,124

308,273
88,710

213,496

629,648

1,940,436 1,212,667 1,822,539 1440,127

Amounts falling due after one year.
Pension deceit liability 2,888,483 2,888,483

Included within trade creditors is deferred income of 6383,318 (2020 f368,087). These amounts are deferred
because the income relates to future periods.

Defened income at 1 April 2020
Used in year
Deferted in year

368,087
(296,557)
266,788

Deferred income at 31 March 21 383,318
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MIDLAND GROUP TRAINING SERVICES LIMITED
NOTES ON FINANCIAL STATEMENTS

31March 2021

12 Pensions

The Company provides pensions for its employees through participation in the Engineering Employers' Federation
Staff Pension Fund (the Fund), which is administered by a Trustee and maintained independently of the Company's
finances for defined benefit members and a separate Master Trust for defined contribution members. The Fund was
established to enable a number of autonomous but related employers to operate a scheme through the sharing of risk
within a wider membership base. As such it is not possible for an underlying employer to identify its share of the
underlying assets and liabilities. For inulti-employer schemes where this is the case, paragraph 28.40A ofFRS102
requires that Midland Group Training Services Linuted account for its share of the present value of the agreed
pension contributions payable to the scheme and where contributions are affected by a surplus or deficit in the
scheme, to disclose information about the surplus or deficit and the implications of the surplus or deficit to the
Company.

2020 Valuation

At the date of the last completed valuation of the fund (31"March 2020), the market value of the Fund's assets
amounted to Z184m. The valuation was carried out by an independent qualified actuary adopting a market-based
approach using the projected unit method snd the following main assumptions:
Single equivalent average rates % per
(in practise term-dependent curves are used) Annum

Rate of investment return (initial portfolio)
Rate of investment return (long term portfolio)
Rate ofprice inflation
Rate of increase in salaries
Rate ofpension increases:
RPI up to 5%
RPI up to 5%:minimum 3%
CPI up to 5%
CPI up to 2.5%

2.2
1.2

2.8 (RPI)
n/a

2.7
3.4
2.4
1.9

As at tbe valuation date these assets were insufficient, on the assumptions adopted, to meet the cost of the Fund's
accrued liabilities. The Fund had a deficit of f60m on an ongoing funding basis. Due to the extreme volatility of the
market around the valuation date, the Pension Regulator issued guidance that the Trustee can consider post valuation
experience as part of the valuation. The Trustee considered the position rolled forward to 31"August 2020 which
revealed a deficit of&l7m resulting from some recovery in financial markets.

The split between participating employers was re-evaluated on 31s March 2020 based on updated assumptions,
resulting in the proportion attributed to MGTS*s members increasing to 63.9m (8.3%) 2019:4.4%.

Subsequently, pardcipating employers agreed contribution schedules with the Trustee that are expected to be
suificient to eliminate their sham of the revised deficit over a period acceptable to the Trustee. Under this agreement
Midland Gmup Training Services Limited is liable to make the following contributions in respect of its share of the
deficit in the defined benefits section:

839,426 Payable from I April 2021 to 30 June 2021 inclusive.

f718,274 Payable July 2021

f157,680 pa Payable from 1st April 2022 to 31st March 2034 inclusive. This will
be increased in line with the increase in the RPI (on a preceding
December to December basis).

8500,000 Payable April 2026

Monthly

One off
Annually

One off

In addition, the Company has granted an uncapped charge to the Trustee of the Fund, over the fieehold property at
Gulson Road, Coventry included in the Balance Sheet at 31"March 2021 at 81.2m (see note 8 page 20). It should be
noted that the defined benefit scheme was closed to all future accruals during 2010.
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MIDLAND GROUP TRAINING SERVICES LIMITED
NOTES ON FINANCIAL STATEMENTS

31 March 2021

13 Movement in funds

I April
2020

Incoming
resources

Resources
expended
and losses

K

Capital 31 March
Expenditure 2021

Restricted funds

—24+ Loan Fund

- Employer Incentives

- LEP Funding

2,000
33,400

453,945

65,600 (71,000)

(48,684)

2,000

28,000

405,261

Unrestricted funds 4,794,416 3,117,441 (6,555,022)

Non-charitable trading funds 227,413 613,095 (728,804)

1,356,835

111,704

5,511,174 3,796,136 (7,403,510) 1,903,800

24+ Advanced Learning Loan Fund
These are funds made available to be loaned to eligible leaners. These loans will help learners aged 24 or above pay the

fees charged by colleges and training providers for courses at Level 3 and Level 4, or Advanced snd Higher
Apprenticeships.

Employer Incentives
The Education and Skills Funding Agency has made a number of incentive payments available to employers taking on
an apprentice aged 16-18. These incentives payments are paid to the training provider at set points during the training

and must be paid out to the employer.

LEP Funding
MOTS has invested in a new Advanced Engineering and Manufacturing Centre in Redditch, Worcestershire. Our
f875,000 investment was matched by funding ofI700,000 &am the Worcestershire and Birmingham Local Enterprise
Parlnerships. The funding will be released over the life of the assets.



MIDLAND GROUP TRAINING SERVICES LIMITED
NOTES ON FINANCIAL STATEMENTS

31 March 2021

14 Analysis of net assets between funds

Unrestricted

Non-charitable
trading

funds Restricted Total

Intnugible fixed assets
Tangible fated assets
Cuuent assets
Current liabilities

Long term liabilities

2,586,290
2,939,444

(1,281,416)
(2,888,483)

771,724
(659,020)

405261
30,000

2,991,551
3,741,168

(1,940,436)
(2,888,483)

1,355,835 112,704 435,261 1,903,800

15 Operating lease commitments

The following operating lease payments are committed to be paid:

2021 2020

Within one year
Between two aud five years
In more than five years

g
98,965

365,626
706,417

105,806
374,656
792,917

1,171,008 1,273,379

16 Capital Commitments

The charitable company had capital commitments at the year-eud off18415 (2020 anil).
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MIDLAND GROUP TRAINING SERVICES LIMITED
NOTES ON FINANCIAL STATEMENTS

31 March 2021

17 Post Balance Sheet Events

The triennial pension deficit valuation was based upon a spot point date of 31"March 2020, a point in time
when the COVID-19 pandemic was responsible for a significant shock in financial markets. As a result of this
substantial fall in financial markets, and a corresponding fall in bond yields, the pension deficit increased
materially for the Company.

ln order to address this increased deficit, the Company negotiated a long-term plan with the Trustee of the
pension scheme such that the deficit repair contribudons are maintained at an affordable level over a longer
period of 14 years. A combination of one-off payments and regular contributions together with granting the
pension Trustee uncapped security over the fieehold building (as referenced in note 8 on page 20) has enabled
the 2022-23 onwards contribution to be maintained at 8158Kplus RPI rather than Z180K plus RPI under the
original plan. This recovery plan was approved by the Pension Trustees and MGTS Board of Trustees in June
2021, and payment of the agreed contribution was made in full.

lt should be noted that based upon external valuations canied out by professional valuers in April 2021, the
fieehold property over which the Trustee has security and is currently carried in the balance sheet at historic
cost, has a market value (on a vacant possession basis) which is around f3.7m higher than the book carrying
value.

Since the valuation, pension scheme fund investments have performed significantly better than expected which
has in turn improved the deficit position as ofMarch 2021 to 832m on an actuarial basis. Whilst this will not
immediately or directly improve the Company's reported deficit on the balance sheet, the Company is exploring
options with the Trustee to capitalise on this investment gain in order to reduce the risk of greater exposure to
future downside risks, increase the likelihood ofmember benefits being paid and increase the chances of the
Company recovery payment period being potentially shortened at a later date.

Notwithstanding the above, at the time of approving the financial statements the Trustees believe the Company
has enough sufficient resources to be able to continue trading for the foreseeable future and specifically for at
least 12 months afier signing.
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