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Chair’'s Statement

When | reflect on the past year | have great pride in the achievements of the YPLA,
particularly in light of the context in which it carried out its first year of business. We
have been on a journey that has taken us through significant changes in policy
following the General Election in 2010, leading to considerable changes in our remit
and major growth in our responsibilities.

| was appointed by the Secretary of State as Chair of the Young People’s Learning
Agency (YPLA) Committee within the Learning and Skills Council (LSC) National
Council. | also established a Transition Committee, with the purpose of establishing
good governance arrangements for the YPLA. | was very keen to recruit members
who were expert in their fields and able to give informed, real time judgements on the
impact of the work of the YPLA. From the start, | was keen to build collaborative
relationships with the key stakeholder bodies and therefore invited them to be
observers to the Board to ensure our processes were transparent and to share
responsibility and ownership for improving the services we provide to our partners.

Only a month after our first Board meeting in April 2010 the election was held and the
coalition Government was formed. It was at this point that the value of having such
diverse and experienced Board members really demonstrated itself. All of the
partners around the table were facing new challenges as the Government developed
its strategy and we were able to come together, as stakeholders in the 16-19 sector,
to share our experiences and apply them to the YPLA'’s tasks and objectives — and
ultimately providing the best support to young people throughout the system.

Two early decisions by the coalition Government that took office in May 2010 were to
have a huge impact on our work. Firstly, the Academies Bill was introduced,
enabling many more schools, including primaries and special schools, to convert into
Academies. Secondly, from August 2010, we were asked to resume direct funding of
colleges and training providers. These decisions changed the basis of our
relationships with some partners. The Board continued to maintain its commitment
and support for our whole agenda and for putting learners at the centre of our
thinking.

Also significant to the YPLA Board was the debate on the reform of the public sector
and in particular the role of quangos or arm’s length bodies. There was a
considerable period of speculation in the press and inevitably some uncertainty about
our role. Through our regular reviews with Ministers it was clear that they had been
impressed by the early work of the YPLA, and by the efficient and effective way in
which we had responded to the Government’s new agenda. Clearly there was much
good practice that needed to be retained and in the Schools White Paper, published
in November, it was announced that the YPLA would be abolished and the Education
Funding Agency would be established as an executive agency of the Department for
Education, responsible for funding.



Peter Lauener and | were asked in November 2010 by the Secretary of State to lead
the transition of the YPLA to the Education Funding Agency. We have done this with
the support of the Board, through its Transition Sub Committee and with the
department. Our close working with the department has led to a smooth handling of
transition to prepare the way for the Education Funding Agency to deliver its remit
and the transfer of YPLA staff to roles in the new structure. The Board has been very
focused on the well being of the staff who are working hard to deliver the current
remit while planning for new arrangements.

Throughout the year, the Board and | have returned to the vision and values of the
YPLA to help us navigate our way through complex issues. | believe this has made
us an effective Board. Despite the turbulence, our values have remained the same
and still reflect the way we wish to carry out our work. This has helped to embed a
positive culture in the YPLA, one that values the flexibility and expertise of our staff;
reinforces a ‘can do’ attitude towards change; and supports their resilience and focus
during times of uncertainty. It is clear that doing the job well is of utmost importance
to this organisation and this is demonstrated in the achievements of the first year.

I am confident that we can build on these successes in our second year, continue
learning from our partners and colleagues across the sector, keep the learner at the
centre of our thinking to improve and refine the funding system.

e Wt

Les Walton

Chair

Young People’s Learning Agency
29 June 2011



Chief Executive’'s Review

Whilst the Young People’s Learning Agency (YPLA) was formally established from 1
April 2010, a great deal of work had been done to ensure that we “hit the ground
running”. | was appointed as Chief Executive designate in July 2009, and took up the
post in September 2009. By that time the senior staff of the YPLA had been
identified, and my first big task was working with them to set in place the structures
that would enable us to take on our responsibilities.

The first challenge was to ensure that local authorities were ready to take over from
the Learning and Skills Council (LSC) the responsibility for making payments to
around 700 colleges and other providers, and that we were ready to take over from
the Department for Education the responsibility for making payments to open
Academies. No matter how much preparation, testing and dry runs we had done, it
was still a relief when, on 18 April, the first payment run to local authorities — and
from local authorities to colleges and other providers went smoothly, and all
payments to Academies were made on time.

On 31 August 2010, we were funding 203 Academies. The next day we had the first
batch of converters as well as some new sponsored Academies. By the end of
March 2011 this had risen to 467 — more than one new Academy every day
(including Saturdays and Sundays) since the start of September. At the time of
writing there are 704 Academies up and running.

In October 2010, the Spending Review was announced. It was clear that everyone —
whether Academy, school, college, other provider, or the YPLA — would have to find
more efficient ways of operating. The Spending Review also announced the planned
closure to new applicants of the Education Maintenance Allowance, a major
responsibility for the YPLA.

In December, we published our Funding Guidance and Funding Statement for 16-19
education and training. These documents described the new, and much simplified,
approach we would be taking to making funding allocations, and also set out
changes to funding rates that were necessary in order that we could fund increasing
numbers of learners within a limited budget. We put in place transitional measures to
help those providers who were most affected by the changes.

In January 2011, the Government announced that the YPLA would be responsible for
three new capital funds for 16-19 education, two of them to improve the premises of
sixth form colleges, and the third to enable Academies, school sixth forms and sixth
form colleges to expand to meet demographic growth. Plan for these new
programmes have been drawn up and are being implemented in 2011-12.

The period to the end of March 2011 was dominated by the allocations round. We
had to calculate, and agree, allocations for over 2,500 Academies, school sixth
forms, colleges and other providers. For 16-19, we were able to make allocations on
time; but for Academy funding pre-16, there were some delays and we will be making
every effort in 2011-12 to make sure that this aspect of our work is managed as
efficiently and effectively as possible.



All of this has only been possible because of the flexibility and professionalism of
YPLA staff. As the number of Academies has increased well beyond the figure on
which our staffing establishment was based, we have moved staff across to
strengthen our capacity on this part of our remit. | am immensely grateful to all my
staff for their dedication, professionalism and skill in a very challenging year. | am
proud to have them as colleagues.

So what does the next year hold for the YPLA?

The number of Academies will continue to grow, and there will be the first Free
Schools and University Technical Colleges. The Government is consulting on
changes to school funding, and we will continue to work to simplify the 16-19 funding
system. In that work, we will have to consider the implications of the Wolf Review of
vocational qualifications. We will also be working with DfE on the new bursaries for
16-19 year olds.

And those are just the things we know about!

le e

Peter Lauener

Chief Executive and Accounting Officer
Young People’s Learning Agency

29 June 2011



Our work

The Young People’s Learning Agency for England (YPLA) is a non-departmental
public body (NDPB) of the Department for Education®, established under the
Apprenticeships, Skills, Children and Learning Act 2009.

Since April 2010, the YPLA has been responsible for securing the funding for the
education and training (other than Apprenticeships) of young people aged 16-19, for
all those attending Academies, and for those aged 19-24 who are subject to learning
difficulty assessment.

Other than funding Academies, these functions were previously undertaken by the
Learning and Skills Council. Following its abolition, the Chief Executive of the Skills
Funding Agency took over from the Learning and Skills Council the statutory
responsibility for 16-18 Apprenticeships, and for all other education and training for
those over the age of 19.

We work in partnership with local authorities, in their key strategic role as champions of
young people, and with Academies, schools, colleges and other providers, to ensure the
best possible outcomes for young people up to the age of 19 and up to the age of 25 for
those with learning difficulties and/or disabilities.

In 2010-11 the YPLA was responsible for three main programmes of work:
e Funding support for young learners.
e Funding and supporting Academies.

e Funding learning opportunities for 16-19 year olds.

Our budget for the financial year 2010-11 was £9.5 billion, which provided:

e Direct financial support for around 600,000 young learners, mainly through the
Education Maintenance Allowance.

e Funding and support for Academies for all their work. The number of
Academies has increased significantly. In April 2010 there were 203 open
Academies; the total at the end of March 2011 was 467.

e Funding for the education and training of around 1.6 million young people.

A key feature of our work in 2010-11 was to streamline and simplify the structures
and processes for 16-19 funding. We also provided local authorities with
comprehensive information on supply and demand in their area. Our, and the
Government’s aim, was to free up local authorities to concentrate on their strategic
commissioning and influencing roles — identifying gaps, enabling new provision and
developing the market.

! The Department for Children, Schools and Families (DCSF) was re-named as the Department for
Education (DfE) in May 2010.



Management and Governance
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The YPLA as an Organisation

Structure

The YPLA operates out of four national offices, in Coventry, London, Sheffield and
Darlington, and nine regional offices. We have approximately 520 staff, based in
offices around the country which we share with various partners — the Skills Funding
Agency, the Department for Education and Government Offices. Service level
agreements cover services that are shared with those organisations.

The YPLA Board, which includes representatives from our major stakeholder groups,
oversees our work. The delivery of our objectives is monitored by our Executive
Management Board.

Three programme boards, for each of the YPLA key areas of work have reported to
the Executive Management Board on all aspects of the YPLA’s remit.

Staff development
We have an Organisational Development Group, with membership across the YPLA.

The objectives of the group are to:
e Establish the YPLA as a learning organisation.

e Work with the Executive Management Board to ensure that our mission, vision
and values are central to the way we work and the way we communicate,
internally and externally.

e Advise the Executive Management Board and the HR Star Chamber when
they are developing policies that will affect staff development and
organisational culture.

All staff have two formal review meetings each year with their line manager, where
their performance is reviewed, their objectives are agreed, and where they discuss
and plan their learning and development.

We have a comprehensive prospectus of learning and development opportunities for
staff. Some of this is mandatory for all staff, for example equality and diversity and
information security training.

Many people take advantage of training opportunities. Training on financial probity
was provided to some 116 staff with financial responsibilities, and over 100 staff
(one-fifth of our workforce) received training on business writing skills.

YPLA staff deliver many internal staff training sessions, and external specialists
supplement these as required. Staff have access to a wide range of e-learning
opportunities, so that they can undertake training at times which best suit them.

Members of the Board, including the Chair, have led open discussion forums for staff,
at which they have talked about their role and that of the Board. These sessions have
been highly interactive, and well received.

Individual staff have attended a number of the Executive and Senior Management
Team meetings, as part of their personal development. Much benefit has derived
from this.



Consultative forum

We have a staff consultative forum, which enables YPLA employees to talk to
management about important issues which might affect them.

In 2010-11, the forum discussed:
e YPLA corporate strategy and business plans.
Organisational change.
Changes in operations and working methods.
Ideas for improving standards of performance, efficiency and productivity.
Employment policies.
Learning and development strategy and policy.
Health and safety at work, environmental issues and staff welfare.

Equality and diversity

In March 2011 we published our single equality scheme. The scheme summarises
our commitment to inclusion, equality and diversity. An action plan supports the
scheme. It will be reviewed and updated regularly.

We have four objectives for inclusion, equality and diversity:

e to recruit and retain an inclusive and diverse workforce which is appropriately
developed to ensure each individual has the opportunity to reach their full
potential.

¢ to make data available on Academies’ performance to brief school
improvement partners (SIPs) to support awareness and to help Academies
improve their performance in inclusion, equality and diversity.

¢ to have in place comprehensive and transparent equality impact assessment
arrangements, which are integral to the business cycle and the governance
structure. This will be a key aspect of monitoring proposals to inform decision
making and ensure that those making decisions are mindful of the impact on
inclusion, equality and diversity.

e to improve the analysis and availability of data on the nine protected groups
and their inclusion within YPLA funded activities; and to support the
identification of gaps and challenge performance.

Information security

The YPLA approach to information security is based on Her Majesty’s Government’s
security policy framework.

We have set out a governance framework as follows:

e YPLA Chief Executive as Accounting Officer, has overall responsibility for
assessing and mitigating information risks. He leads and fosters a culture
within the organisation that values, protects and uses information for the public
good.

e A Senior Information Risk Owner (SIRO), at Executive Management Board
level, has a primary focus for the management of information risk within the
organisation. The SIRO owns the YPLA'’s information security policy and
information risk assessment process, and advises the Accounting Officer on
information risk.

10



¢ Information Asset Owners (IAO) are appointed by, and accountable to, the
SIRO. All information assets in the possession of, or under the control of, the
YPLA have a designated IAO, who is a senior member of staff (a national or
regional director) and is responsible for the management of risk arising from
the holding or use of their information assets.

e Information Asset Leads (IAL) provide support and undertake day-to-day
responsibilities on behalf of the IAOs.

All the above staff have received specialist training in their roles. Support is provided
by:

e The Accreditor, who provides an internal independent assessment to the
SIRO on whether an information system meets the organisation’s security
requirements.

e Aninformation services security team provides a single point of contact for
the IALSs, to co-ordinate help, advice and guidance. This team maintains a
central information asset risk register on behalf of the SIRO.

e The Information Security Working Group, which reviews and ensures that the
organisation’s information security policies meet all legal and regulatory
requirements and are current and effective. The group also reviews, supports
and aids the implementation of the security education, training and awareness
programme.

Our internal auditors have undertaken work across the information security
framework. A number of concerns have been raised, and are highlighted in the
Statement on Internal Control.

Sustainability

HM Treasury published guidance in June 2010 on Sustainability Reporting in the
Public Sector. This document sets out the underlying principles to be adopted in
preparing the Annual Report.

As we are not directly responsible for any of the premises we occupy, operating
instead under shared services agreements, we work with those organisations on
sustainability issues.

The Skills Funding Agency is leading on the development of a five-year carbon
management plan, concentrating on five offices within its estate, all of which are
shared by the YPLA, including our national office in Coventry. The aim of the plan is
to reduce carbon emissions by 25 per cent by April 2016. A series of projects have
been initiated, including awareness-raising campaigns and adopting new
technologies, such as changing to LED bulbs in some areas and installing
movement-sensitive lighting.

We are committed to reducing the amount of travel undertaken by staff, by better
management of meetings and by increased use of telephone and video conferencing.
We encourage staff to reduce the travel associated with getting to and from their
workplace, through car-sharing, cycling, use of public transport and, where
appropriate, home-working. Increasingly, our communication with providers and
other partners is by e-mail, and we are developing our extranet as our primary means
of communication.

11



Social and community issues

We are committed to playing our part as an active corporate citizen by sharing our
expertise, skills and resources and creating partnerships which have a positive
impact on wider communities. Accordingly, the YPLA encourages its employees to
engage as volunteers in a broad range of social, environmental and economic
initiatives in the communities in which they live and work.

We support employees undertaking community or charitable activities that can be
connected to our business objectives including:

e Working in schools or organisations that are involved in learning and skills
activities.

e Working with third sector organisations that are involved in raising the profile
of learning and skills within communities or client groups.

We support employees who want to undertake voluntary work in their free time.
Where this work is part of their personal development plan, a maximum of five days
(pro-rated for part time staff) per year can be taken from the ten day entitlement to
learning and development activities. We support employees by considering requests
for flexible working arrangements to facilitate the volunteering activity,

Staff undertake activities to raise money for charity. Examples include:
Sale of plants and preserves.

e Quizzes.

Bike rides.

London Marathon.

Organisations supported include:
e Barnardo’s.
Cancer Research UK.
Children in Need.
CRY (Cardiac Risk in the Young).
Guide Dogs for the Blind.
The Prostrate Cancer Charity.

Business continuity planning

Business continuity planning is essential to ensure that we can continue to deliver an
acceptable level of critical activities in the event of any disruption.

As noted previously, we share our four national offices (Coventry, Sheffield, London
and Darlington) and our nine regional offices with partners such as the Skills Funding
Agency, Department for Education and Government Offices. As we are not
responsible for the maintenance of any of those offices, business continuity plans
have been developed in partnership with those other bodies.

In conjunction with the Skills Funding Agency, we are developing a joint business
continuity plan in line with BS25999, the industry standard for business continuity
management.

Each directorate in the Coventry office undertook an analysis of core functions and
resource requirements. The location-specific plans take into consideration the
business needs following a disaster.

12



The plans identify the roles and responsibilities of individuals and teams in the event
of a disaster. They include a recovery plan and a plan for internal and external
communications.

Plans for all other YPLA offices will be reviewed by the joint working group during the
course of 2011-12.

In the event of a disaster our core objectives are to:

Establish a Recovery Operations Centre.

Establish communication channels both internally and externally.
Relocate staff either to alternative offices or temporarily to a home base.
Implement key business processes through individual directorate and
organisational business continuity plans.

Supply IT equipment to essential users as identified in detailed plans.
Ensure IT network is operational.

Implement salvage operations as required.

Transparency

In October we published details of all our expenditure since April 2010 including
invoices, grant and expenses payments, and we continue to publish that information
on a monthly basis. As an organisation, we are expected to operate transparently.

13



Management Commentary

Report on personal information breaches

In the report Data Handling Procedures in Government, published by the Cabinet
Office in June 2008, the Government committed to report on information breaches in
summary form in annual reporting. Our report is set out in the tables below.

Table 1: a summary of protected personal data related incidents formally
reported to the Information Commissioner in 2010-11

Date of incident | Nature of incident Nature of Number of Notification
(month) data people steps
involved potentially
affected

January 2011 Data sent in the post | Personal One SIRO informed.

did not arrive on time | sensitive data Incident

but was later advised | relating to a investigated and

as received with no learner. learner,

report of any Commissioner

compromise. and DfE

informed.

Further The YPLA continues to monitor and assess its information risks, in the
information on | light of the events noted above, in order to identify and address any
information risk | weaknesses and ensure continuous improvement of its systems.

Some incidents were deemed not to fall within the criteria for reporting to the
Information Commissioner’s Office. These are set out in table 2. Small, localised
incidents are not recorded centrally and are not cited in these figures.

Table 2: a summary of centrally recorded protected personal data related
incidents not formally reported to the Information Commissioner in 2010-11

Category | Nature of incident Total

I Loss of inadequately protected electronic equipment, devices or paper | Nil
documents from secured government premises

Il Loss of inadequately protected electronic equipment, devices or paper | One
documents from outside secured government premises

[ Insecure disposal of inadequately protected electronic equipment, Nil
devices or paper documents

[\ Unauthorised disclosure Nil

V Other Nil

Table 3: a summary statement of actions to manage information risk

Information risk is managed through a formal structure headed by our Senior
Information Risk Owner (SIRO). Information Asset Owners provide assurance to the
SIRO on information assets under their control. This process is supported by the
Information Management shared service provided by the Skills Funding Agency who
advise on policy, provide professional technical support and deliver information
security awareness training to YPLA staff. We have policies on Data Protection and
Data Sharing which are derived from the legal requirements of the Data Protection
Act and relevant codes of practice available from the Information Commissioner.

14



Financial commentary

Accounts Direction and Statutory Background

1

These accounts have been prepared under an accounts direction issued by the
Department for Education (DfE) in accordance with the Apprenticeships, Skills,
Children and Learning Act 2009 and the framework document between the DfE
and the YPLA dated 2 June 2010.

Going Concern

2

The Statement of Financial Position at 31 March 2011 shows net assets of £20.2
million (opening balance: £19.0 million net liabilities). This reflects the inclusion of
liabilities falling due in future years which, to the extent that they are not to be met
from the YPLA'’s other sources of income, may only be met by future grant-in-aid
from the YPLA'’s sponsoring department. This is because, under the normal
conventions applying to Parliamentary control over income and expenditure, such
grant-in-aid may not be issued in advance of need.

Grant-in-aid for 2011-12, taking into account the amount required to meet the
YPLA's liabilities falling due in the year, has already been included in the DfE’s
estimates for that year. These estimates have been approved by Parliament, and
there is no reason to believe that the DfE’s future sponsorship and future
Parliamentary approval will not be forthcoming.

The Education Bill — published in January 2011 — provides for the dissolution of
the YPLA and the transfer of functions, staff and property to the Education
Funding Agency, an executive agency of the DfE, on behalf of the Secretary of
State. Whilst it is expected that the YPLA's functions will continue, albeit through
a different delivery body, these proposals are subject to legislation and therefore
uncertain.

Year-end position

5

The net book value of YPLA’s non-current assets at 31 March 2011 is zero as the
YPLA does not own any non-current assets; instead they are provided as part of
the shared service agreement with Skills Funding Agency. The shared service
agreement with the Skills Funding Agency is an operating lease, as the risks and
rewards of ownership lie with the Skills Funding Agency.

At 31 March 2011, the YPLA had receivables of £20.6 million (opening balance:
£18.9 million). The main reason for the increase is the expansion of the
Academies programme.

At 31 March 2011, the YPLA held cash balances of £55.2 million (opening
balance: £0 million). DfE authorises a working balance of 2 per cent of the annual
resource budget throughout each financial year. The YPLA received no cash from
the splitting of the LSC balance sheet as all DfE cash was utilised prior to 31
March 2010.

At 31 March 2011, the YPLA had payables of £49.6 million (opening balance:
£37.8 million). The main reason for the increase is the expansion of the
Academies programme.

15



9 A credit risk to the YPLA arises from the non-payment of debts owed by private
commercial and charitable providers that are funded to provide training services.
The likelihood of such an eventuality is mitigated by assessing the provider’s
financial standing in advance of and during funding, and through an in-year
reconciliation of providers’ entitlement to funding and subsequent amendment to
future funding. The financial impact of this is largely attributable to provider
insolvency and the overall financial impact is currently not material — see note 17
of the accounts on losses.

Development and performance

10 The accounts cover the period from 1 April 2010 to 31 March 2011.

11 The majority of the YPLA'’s funding is grant-in-aid from government. In 2010-11,
this summed to £9,499.6 million (2009-10: £8,490.6 million).

12 The largest source of income was from the Skills Funding Agency in respect of
the shared services arrangement, which contributed £1.5 million (2009-10: £0
million).

13 The results for 2010-11 show net expenditure of £9,460.4 million (2009-10:
£8,479.3 million). This is derived from the comparison of expenditure against
income for the year. The total expenditure for 2010-11 was within the resource
budget set by DfE of £9,473.1 million. Total reserves in the same period
increased by £39.2 million.

14 The YPLA had no capital expenditure in the year.

15 The YPLA had no research and development expenditure during the year.

16 During the year the YPLA spent £19.2m with trade suppliers and the outstanding
balance at the 31 March 2011 is £0.1m; this equates to an average of 1.89
creditor days.

17 The Late Payment of Commercial Debts (Interest) Act requires government
bodies, in the absence of agreement to the contrary, to make payments to
suppliers within 30 days of either the provision of goods or services, or the date
on which the invoice was received. The target set by the Treasury for payment to
suppliers within 30 days is 95 per cent. In 2010-11, the YPLA paid 92.1 per cent
(2009-10: 96.5 per cent) of its invoices within 30 days and 80.3 per cent (2009-10:
81.3 per cent) of its invoices within 10 days. It incurred £nil in interest charges in
respect of late payments for 2010-11.

18 During the year, 3,615 days (2009-10: 3,496 days) were attributable to sickness
absence. Using the average number of staff employed over the year (per note 4c
of the accounts) this equates to approximately 7.3 days (2009-10: 7.7 days)
sickness per employee per year.

Main trends and factors underlying development and performance

19 This is the first set of accounts for the YLPA.

20 During the year the YPLA went from routing all 16-19 funding through the 152
local authorities to paying 900+ educational providers directly.

16



21 From May 2010 the Academies programme was changed to allow any
outstanding school the option to apply to become an Academy. The YPLA was
funding 203 Academies at 1 April 2010 and 467 by 31 March 2011. This
increased the overall programme by 132 per cent.

Main trends and factors likely to affect future development and performance

22 The Academies programme is very likely to expand further in 2011-12 as all
schools in England may now voluntarily convert. The Academies programme will
also include Free Schools in the coming year as well as further sponsored
Academies.

23 Commissioning for young people’s learning will be focused on improving
participation, attainment and progression, while reducing the numbers of young
people not in education, employment or training (NEET) and raising the
participation age.

24 Public finance restraint is expected, at the very least over the short to medium
term. Although the precise impact is currently unknown, the YPLA has achieved
all of its Comprehensive Spending Review efficiency targets to date, enabling it to
manage within its administration budget, and providing a solid starting position for
successor bodies.

25 The YPLA is working with DfE to ensure a smooth transition to the new Education
Funding Agency so that there is no impact on learners and the funding of
providers.

26 On 7 June 2011 the closure of Partnership for Schools (PfS), an executive
agency of DfE, was announced with its functions transferring to the DfE policy
directorates and the Education Funding Agency. The YPLA will work with PfS and
DfE on a successful merger.

Auditor

27 The accounts are audited by the Comptroller and Auditor General, who is
appointed by statute, and whose Certificate and Report appears on pages 36 and
37. Total audit fee expenditure is £175,000 which relates to the statutory audit of
the YPLA'’s accounts. No other services were provided by the external auditors
during the year.

28 As Accounting Officer | confirm that:
e there is no relevant audit information of which the auditors are unaware;

e | have taken all the steps that | ought to in order to ensure that | am aware
of relevant audit information; and

e | have taken all the steps that | ought to in order to establish that the
YPLA'’s auditors are aware of the information.

| e

Peter Lauener

Chief Executive and Accounting Officer
Young People’s Learning Agency

29 June 2011
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Remuneration Report

The Organisational Development and Remuneration (ODR) Committee forms an
important part of our governance structure and process, providing informed
and independent decisions on reward policy and practice.

Given our status as a non-departmental public body, the existence of the ODR
Committee allows us greater freedom from our sponsoring department (DfE) on
reward policy and practice.

Chairman

Pete Birkett
Principal and Chief Executive, Barnfield College, since 2005.

Members

Gareth Dawkins
Principal, Bradford Academy, since 2006.

David Pearmain
Headteacher, Kenton School, Newcastle, since 1999.

Malcolm Trobe
Representing the Association of School and College Leaders.

Lesley Davies
Assistant Chief Executive of the Association of Colleges.

The committee met four times during the period April 2010 to March 2011.

The committee determines the reward for members of the management group and
other key senior executives. Honoraria for Board members are determined by the
Secretary of State. The reward policy complies with relevant HM Treasury guidance
and is based on the philosophy that remuneration arrangements should support the
YPLA in the achievement of its business objectives. The reward policy is designed to
attract and retain the right calibre of people, to focus individuals to deliver superior
performance and to encourage team-based collaboration across the YPLA.

In determining the appropriate levels of reward, the YPLA takes into account local
market competitiveness, the views of major stakeholders and the UK regulatory
framework. Reward levels are compared with those in organisations of similar size
and focus in each of the YPLA's regions.

The ODR Committee’s terms of reference are as follows:

e to consider and advise on ways of embedding organisational mission, vision
and values, including developing partner relationships;

e to consider and advise on communication and employee engagement
strategies;

e to consider and advise on ways of working, organisational structure including
organisational and job design, resource planning and business readiness;
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e to approve an equality and diversity HR action plan, and monitor and evaluate
its implementation and impact;

e to review and advise on the framework and policy for the appointment, pay
and performance of staff of the YPLA;

e subject to any determination relating to the Chief Executive’s appointment
made by the Secretary of State, to review and make recommendations to the
Chairman on any revisions to the Chief Executive’s terms and conditions of
employment, including remuneration;

e to assist the Chairman in monitoring annually the performance of the Chief
Executive against the annual performance plan and, in light of that
performance appraisal to advise the Chairman on any performance-related
pay increase or bonus to be paid; and

e to approve frameworks for managing performance, career development,
establishing performance and conduct standards, expectations and
organisation competencies.

Components of remuneration

The Chairman of the YPLA and members of the YPLA Board receive a salary
(Chairman) or an honorarium. There is no bonus payment attached to any of these
appointments.

The Chief Executive and members of the management group (the national and the
regional directors) receive a total reward package made up of base salary, annual
bonus, flexible benefits and a defined benefit pension. Bonus payments are not
guaranteed.

Since April 2010, the YPLA bonus plan has been structured to focus on encouraging
and rewarding team-based achievement at both the national and regional level. For
senior staff, a discretionary element recognises outstanding individual contributions.

Relationship between base salary and variable reward
General

The YPLA sets base salaries at the market median and recognises achievement
through the bonus scheme.

Salaries for national, regional and other senior directors are benchmarked using a
range of appropriate data sources including the Association of Colleges’ Principal
Salary survey, Hay Group management consultants and Senior Civil Service pay
scales. If an individual’s salary falls below 90 per cent of the pay benchmark, an
adjustment should normally be made to bring it to that minimum level.

Chief Executive

The reward package for the Chief Executive involves two key elements (base salary
and bonus), which are determined by the Secretary of State after considering
proposals from the Chairman. The bonus is assessed on achievement against
corporate and personal targets. During 2010-11 the Chief Executive, Peter Lauener,
received no pay increase.
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Due to the nature of his role, the Chief Executive does not receive an automatic
salary progression award.

Base pay changes 2010-11

Base pay for national and regional directors did not rise in 2010-11. The remainder of
the YPLA staff received a 2 per cent pay increase (last year of agreed 3 year pay
deal) plus a pay progression award. The table below shows an average percentage
by grade increase per employee, including both the annual and progression pay
awards.

Band Average %
1 4.05
2 3.80
3 4.52
4 4.64
5 0.00

Duration of contracts, notice periods and termination arrangements
Members of the YPLA Board

Members of the Board do not have service contracts and are appointed by the
Secretary of State for Education.

Appointment is for part-time service for a fixed term, usually three years.

Generally, members can expect nine Board meetings per year.

An annual honorarium is offered for these appointments, normally of £4,000. Travel,
subsistence and other expenses are payable in line with the current terms for YPLA
executive staff. There are no bonus payments for these appointments.

One member of the Board is appointed by the Secretary of State to be the Chairman.
Appointment is for a fixed term, usually four years. At least two days a week are
expected to be devoted to the work of the YPLA. The Chairman’s salary for the year
to 31 March 2011 was £40,000. Salary is reviewed in accordance with guidance
provided by the Cabinet Office covering pay of statutory office holders (their salaries
are linked to movements in the senior civil service pay bands). Travel, subsistence
and other expenses are payable in line with the current terms for YPLA’s executive
staff. There are no bonus payments for this appointment.

The Chairman and other members may resign from office at any time by giving
written notice to the Secretary of State. The Secretary of State may remove a
member from office on either of the following grounds:
a. inability or unfitness to carry out the duties of the office; or
b. absence from the YPLA's meetings for a continuous period of more than six
months without the YPLA's permission.

If the Chairman ceases to be a member, the person also ceases to be the Chairman.
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YPLA Management Group members and other senior staff

Appointment is by service contract, which can be ended by either party giving 12
weeks’ written notice.

The current Chief Executive, Peter Lauener, has been appointed on a fixed term
contract. The appointment can be ended by either party giving three months’ written
notice.

There are no specific termination clauses in management group member service
contracts. The YPLA holds no contracts with a notice period greater than 12 months.

Chairman and Chief Executive emoluments

The Chief Executive, Chairman and national board are appointed by the Secretary of
State for Children Schools and Families (now the Department for Education)

The sum of the Chief Executive’s bonus is decided by the ODR Committee, which
reviews performance against an annual personal responsibility plan agreed by the
Chairman. The bonus is also approved by the Secretary of State.

Audited Information

Chairman and Chief Executive

Year ended Year ended
31 March 2011 31 March 2010
£000 £000
The emoluments of the Chairman (Les
Walton) for the period:
Salary 40 30*
Taxable benefit 0 0
Total 40 30
The emoluments of the Chief
Executive (Peter Lauener**) for the
period:
Basic salary and other emoluments 140 118
Taxable benefit in kind 0 0
Bonus 0 13
Total 140 131

Notes:

* Emolument was for the role of chair of the YPLA committee of the LSC National Council.

**Peter Lauener transferred from the DCSF to become the new Chief Executive of the newly formed Young
People’s Learning Agency on 1 April 2010.
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National Board Members

The non-executive members of the National Board are appointed by the Secretary of

State for Education.

Date Current Emoluments Emoluments
commenced/ |term year ended year ended
reappointed 31 March 2011 | 31 March 2010
or Extended Years* £'000 £'000**

Non-executive

members

Emma Pearson-Winstone | 01/04/2010 2 4 4

Pete Birkett 01/04/2010 2 4

John Merry 01/04/2010 2 4

Mark Sanders 01/04/2010 2 4 4

Peter Box 01/04/2010 2 4

Helen Sexton 01/04/2010 2 4

Gareth Dawkins 01/04/2010 2 4

Michele Sutton 01/04/2010 2 4

Dexter Hutt 01/04/2010 2 4

David Wootton*** 01/04/2010 2 0

David Pearmain 01/04/2010 2 4

Notes:

*On 1 April 2012, the YPLA is planned to be replaced by a new Education Funding Agency as an executive
agency of the Department for Education.
** Emoluments for Learning and Skills Council National Council, of which only Emma Pearson-Winstone and

Mark Sanders were members.

*** Qpted not to be paid for his services to the YPLA board.
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Senior management group emoluments

Director of Strategy
and Implementation

Year Year Year Year Year Year Year Year
ended ended ended | ended ended ended ended | ended
31 31 31 31 31 31 31 31
March March March | March March March March | March
2011 2011 2011 2011 2010 2010 2010 2010
Salary Benefits | Bonus | Total Salary Benefits | Bonus | Total
in kind in kind
(to (to
nearest nearest
£'000 £100) £'000 £000 £'000 £100) £'000 £'000
David Russell *
Strategic Director
Finance, Funding 125-130 0 0 125-130 125-130 3,100 10-15 140-145
and Corporate
Services
Rob Wye **
Strategic Director of 90-95 0 0 90-95 | 110-115 0 10-15 | 130-135
Strategy and
Implementation
Neil Flint *** 85-90 0 0 85-90 N/A N/A N/A N/A
Director of Academies
Sue Samson ****
Interim Strategic 20-25 0 0 20-25 N/A N/A N/A N/A

Notes:

* David Russell retired 30 April 2011.
** Figure quoted is for the period 1 April 2010 to 31 December 2010 as Rob Wye left the YPLA on 31 December.
His full year equivalent salary would be £120,827.

**x All appointed on 1 April 2010 except for Neil Flint who was seconded to YPLA from the DfE for the original

fixed term of one year from 1 June 2010. Annual salary equivalent £102,000.

**x* Commenced 1 January 2011, her full year equivalent salary would be £94,480.

Salary

‘Salary’ includes gross salary; overtime; holiday pay; flexible benefit allowance;
salary sacrificed for childcare vouchers/green travel and additional payments.

Benefits in kind

No benefits in kind were paid by the YPLA in 2010-11. David Russell received a

lease car allowance for 2009-10 provided by the Learning and Skills Council.

Bonuses

No bonuses were paid to YPLA staff for the year ended 31 March 2011.
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Peter Lauener
Chief Executive

David Russell

Strategic Director Finance,
Funding and Corporate
Services

Rob Wye

Strategic Director of Strategy
and Implementation (until 31
December 2010)

Neil Flint *
Director of Academies

Sue Samson

Interim Strategic Director of
Strategy and Implementation
(from 1 January 2011)

Note:

Accrued
pension and
related lump

sum at age 60
as at

31 March 2011
£000

60-65

and lump sum
185-190

60-65
and lump sum
190-195

45-50
and lump sum
145-150

35-40
and lump sum
110-115

45-50
and lump sum
0

Chief Executive and Management Group Pension Entitlements

Real increase
in pension
and related

lump sum

at age 60
earned in the
year

£000

5-7.5

and lump sum
15-17.5

0

and lump sum
0

0-2.5
and lump sum
0-2.5

7.5-10

and lump sum
27.5-30

0-2.5
and lump sum
0

* Seconded from DfE for an original fixed term of one year from 1 June 2010.
The actuarial factors used to calculate CETVs were changed in 2010-11. The CETVs at 31 March 2010 and 31
March 2011 have both been calculated using the new factors, for consistency. The CETV at 31 March 2010
therefore differs from the corresponding figure in last year’s report which was calculated using the previous

factors.

| e

Peter Lauener

Chief Executive and Accounting Officer
Young People’s Learning Agency

29 June 2011

CETV at
31 March
2011

£000
1,289

1,469

975

776

951

CETV at
31 March
2010

£000
1,082

1,435

914

560

877

Real
Increase
in CETV

£000
113

199

24



Statement of the YPLA’s and Chief Executive’s
responsibilities

Paragraph 15 of Schedule 3 of the Apprenticeships, Skills, Children and Learning Act
2009, requires the YPLA to prepare a statement of accounts for each financial year in
the form and on the basis determined by the Secretary of State. The accounts are
prepared on an accruals basis and must give a true and fair view of the state of
affairs of the YPLA and of its income and expenditure for the financial year.

In preparing the accounts, the Accounting Officer is required to comply with the
requirements of the Government Financial Reporting Manual and in particular to:

e observe the accounts direction issued by the Secretary of State, including the
relevant accounting and disclosure requirements, and apply suitable
accounting policies on a consistent basis;

e make judgements and estimates on a reasonable basis;

e state whether applicable accounting standards as set out in the Government
Financial Reporting Manual have been followed, and disclose and explain any
material departures in the financial statements; and

e prepare the financial statements on a going concern basis.

The Accounting Officer for the Department for Education (formerly Department for
Children, Schools and Families) designated the Chief Executive of the YPLA as
Accounting Officer of the YPLA. The responsibilities of an Accounting Officer,
including responsibility for the propriety and regularity of the public finances for which
the Accounting Officer is accountable, for keeping proper records and for
safeguarding the YPLA'’s assets, are set out in the Framework Document for
Executive NDPBs at annex 7.4 of Managing Public Money, published by HM
Treasury, and in particular items 5 and 6 under Governance and Accountability.
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Statement on internal control

Scope of Responsibility

As Accounting Officer for the YPLA, | have responsibility for maintaining a sound
system of internal control that supports the achievement of the YPLA'’s policies, aims
and objectives while safeguarding the public funds and YPLA assets for which | am
personally responsible, in accordance with the responsibilities assigned to me in
Managing Public Money.

The YPLA is a non-departmental public body established from 1 April 2010 by the
Apprenticeships, Skills, Children and Learning Act 2009. The YPLA Board consists of
12 ordinary members, one of whom (Les Walton) was appointed as the Chair. They
met regularly with me and with my senior management group to provide strategic
guidance and oversight. As Chief Executive | am also a member of the Board.
Schemes existed for delegation of authority from the Board to me and in turn from
me to the Management Group.

Sponsorship of the YPLA is by the Department for Education. The Department’s
expectations are set out in the YPLA’s Grant Letter, Remit Letter and Financial
Memorandum, in addition to my appointment letter as Accounting Officer. YPLA
performance in meeting these expectations is discussed in regular Performance
Reviews, including at Ministerial level. The Department for Education has an
observer seat at the YPLA Board.

The purpose of the system of internal control

The system of internal control is designed to manage risk to a reasonable level rather
than to eliminate all risk of failure to achieve policies, aims and objectives; it can
therefore only provide reasonable and not absolute assurance of effectiveness. The
system of internal control is based on an ongoing process designed to identify and
prioritise the risks to the achievement of the YPLA's policies, aims and objectives, to
evaluate the likelihood of those risks being realised and the impact should they be
realised, and to manage them efficiently, effectively and economically. The system of
internal control has been in place in the YPLA for the year ended 31 March 2011
and up to the date of approval of the annual report and accounts, and accords with
Treasury guidance.

The risk context for the YPLA

The YPLA has a budget of £9.5 billion. We provide the funding for all 16-19 year olds
(or aged 19-24 and subject to learning difficulty assessment) in government-
supported education and training in England (other than for Apprenticeships). We
fund all open Academies for all their work. We fund education and training for young
people aged 10-18 in youth custody.

Any significant failure in the our mainstream operations could have a significant
impact — we provide the funding for the learning of around 1.6 million young people,
in over 2,500 schools, colleges and other organisations.

We began our operations on 1% April 2010, inheriting our responsibilities for 16-19
education and training from the Learning and Skills Council, and taking over from the
then Department for Children, Schools and Families (DCSF) responsibility for
funding, challenging and supporting Academies.
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Allocations for the 2010/11 academic year had already been agreed and
communicated to providers, and from April 2010 we began to make payments to
local authorities in respect of school sixth forms.

At the same time, local authorities came under a duty to secure enough suitable
education and training to meet the reasonable needs of 16-19 year olds in their area
and of those aged 19-24 subject to learning difficulty assessment.

Subsequent simplifications to the system meant that, from August 2010, the YPLA,
not local authorities, would make payments to sixth form colleges, general further
education colleges and other providers. We have been fully effective in meeting this
requirement.

The Academies Act 2010 received Royal Assent in July 2010. Initially, only schools
rated by Ofsted as outstanding could convert to Academy status, and 35 schools did
so in September 2010, with more in subsequent months. In November, the Secretary
of State announced that he would open up the route to Academy status to all other
schools, including primary and special, if they were rated by Ofsted as good with
outstanding features, or if they worked in partnership with a high-performing school.
In April 2010, there were 203 open Academies; by 31% March 2011 this had risen to
467. The Government had committed that the funding for each Academy would
replicate that which they would have received from their local authority, together with
a share of local authority central costs. This meant that over 100 different funding
formulae were used in making allocations.

The increased flow in the number of Academies placed significant pressure on our
staffing resources. We increased our capacity through a combination of recruitment
to vacant posts from within the Department for Education “family” (the Department
itself and its agencies) and through temporary internal transfers.

The risks associated with these staffing pressures were managed through the
YPLA's risk management framework. We put in place mitigating actions which were
scrutinised by the programme board, the Executive Management Board, the YPLA
Audit and Risk Management Committee, the YPLA Board and the Department for
Education. Concerns raised as a result of internal audit assignments are outlined in
the directorate statement on internal control later in this report.

Changes to the system of determining 16-19 allocations and making payments
meant that statutory guidance had to be revised. The Department for Education
agreed that we should adopt an interim process for 2011/12 allocations and consult
on the process for 2012/13. The implication of this risk is set out within the internal
control section.

As part of the Spending Review, the Government announced that the Education
Maintenance Allowance (EMA) scheme would be replaced by an enhanced
discretionary learner support fund, with decisions about which young people should
receive financial support being made by schools, colleges, and training providers.
EMA would be closed to new learners from January 2011, and would end in July
2011. In March 2011, the Government announced proposed transitional
arrangements for learners part way through their studies who were already receiving
EMA. Consultation began on a new bursary scheme to help the most vulnerable 16-
19 years olds continue in full-time education. The proposed bursary scheme is made
up of two parts — a guaranteed payment to a small group of the most vulnerable, and
a discretionary fund for schools and colleges to distribute.
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In November 2010, the Secretary of State announced that the Government intended,
subject to legislation, to dissolve the YPLA in April 2012 and establish the Education
Funding Agency, as an executive agency of the Department for Education. The
YPLA Board agreed that transition to the Education Funding Agency would require
some risks to be managed, especially relating to capacity. The capacity risk and a
risk relating to information security are highlighted in each Director’'s statement on
internal control and reported in the internal control issues section of this report.

These changes would present very serious challenges to any organisation, and not
least to one in its first year of operation. We met those challenges ably. The YPLA
has very quickly become recognised as effective, and, spending just 0.5 per cent of
its budget on administration, an efficient organisation. This is testament to the
professionalism, flexibility and hard work of the YPLA staff, supported by a strong,
and very experienced, Board.

Performance reporting and risk management

The YPLA approach to risk management is based on the principles and concepts set
out in guidance published by HM Treasury (known as The Orange Book).

Our approach is to ensure that relevant boards and committees are provided with
reports that:

e summarise key indicators relating to the wider system, in order to track
progress in terms of improving levels of participation and achievement, which
are fundamental to achieving the YPLA'’s strategic objectives;

e provide assurance as to the management of the YPLA'’s budgets, reporting on
expenditure compared to budget profile and year-end forecasts, and giving
explanations of any over-spend or under-spend;

e set out the extent to which the YPLA is delivering its core remit, in terms of
meeting planned milestones and targets, and giving explanations of any areas
where progress is at risk or behind plan; and

e explain the key risks the organisation is facing, and providing assurance that
these risks are being well-managed.

The risk and control framework

The key elements in the control system for the YPLA are described in the following
sections.

The Board

The YPLA Board considered and agreed at its first meeting in April 2010 a framework
for performance reporting and risk management. As the year progressed, the
approach to risk management became more sophisticated. Initially, we reported risks
against a five-stage “traffic light” of Red, Red/Amber, Amber, Amber/Green and
Green. In August, it was agreed that the use of Amber alone should be discontinued,
and we now report against a four-stage “traffic light”. The Audit and Risk
Management Committee was updated on the approach in October, including
consideration of a case study of risk management.
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The Audit and Risk Management Committee

A duly-constituted Audit and Risk Management Committee was established and met
three times during 2010-11. Its terms of reference reflect best practice. The
Committee includes YPLA Board members and co-opted members recruited for their
expertise. Officials from the National Audit Office and the Department for Education
attend the Committee as observers.

The Committee considers at each of its meetings reports on: internal audit; external
assurance; and performance and risk, together with other occasional reports. The
Committee then reports, with recommendations where appropriate, to the YPLA
Board.

Internal Audit

Our Internal Audit service provides regular reports to me, and quarterly reports to the
Audit and Risk Management Committee, including findings from audit reviews and a
report on progress against the agreed 2010-11 internal audit assurance plan.

| meet regularly with the Head of Internal Audit, and received an Annual Report which
includes a professional opinion as to the level of assurance that was applicable to the
YPLA for 2010-11.

At my meetings with the Head of Internal Audit, | am alerted to any areas where
improvements are needed and the progress being made with implementation plans
resulting from reviews.

Internal Audit rigorously evaluated the self-assessment by senior staff of the areas
for which they were responsible, which informed those staff in preparing their
personal Statements on Internal Control.

Financial management

As Accounting Officer, | am responsible for ensuring that there are effective systems
in place to manage and monitor all budgets delegated to me. | can confirm that all
budgets for which | was responsible in 2010-11 were managed and monitored in line
with the YPLA'’s financial memorandum with its sponsor department, that there were
effective systems in place to manage and monitor budgets and that accurate financial
records were kept. | can also confirm that budgets were spent on achieving the
outputs and outcomes detailed in our Grant Letter.

The personal statements on internal control signed by the five senior staff reporting
directly to me during 2010-11 indicated that the formal system of internal budget
delegation operated across the YPLA. A number of material risks were identified in
those statements that had exposed the YPLA to potential failure in its financial
management; those are described below in the section headed “Internal control
issues”.

External Assurance

As Accounting Officer, | am required to be satisfied that those organisations that are
in receipt of YPLA funds operate in an appropriately controlled environment.

| have established an Assurance and External Audit function to provide me with the
assurances | require in this regard. We have agreed a Joint Audit Code of Practice
with the Skills Funding Agency and local authorities which assigns lead responsibility
for assurance over all funding paid to providers by the funding bodies. This ensures
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that assurance responsibility is clearly defined while minimising the accountability
requirements on providers.

Our Assurance and External Audit function is the assurance lead for sixth form
colleges, Academies and those charitable and private providers which receive a
higher proportion of 16-19 than adult funding. Assurance is obtained through a
combination of direct assurance and by reviewing providers’ financial returns; both
statutory and those required by the funding bodies. The YPLA Assurance and
External Audit function also co-ordinates the recei