Preston College – Finance Committee 
13 March 2008

Minutes



FINANCE COMMITTEE

MINUTES of a meeting held at 6.00pm on 13 March 2008.

Present:


Mrs M Hill



Chair

Mr M I Haythornthwaite

Mr R Hooper









Mr W Mills



Principal

Also in attendance:

Mrs J Hughes


Deputy Principal

Mrs S Woolford


Finance Director





Mr F Lee



Clerk





Mrs J Hewitt



Property Director(item 08/02)





Mr J Keays



GVA Grimley(item 08/02)





Mr M Wilson



GVA Grimley(item 08/02)

Unable to attend:

Mr C Speight
08/01
DECLARATIONS OF INTEREST


There were no declarations made at this meeting.

08/02
PROPERTY – STRATEGY  UPDATE

         (Minute 7, 29 November 2007)
Mr J Keays and Mr M Wilson, GVA Grimley Architects, attended the meeting for this item to report progress on the proposed new developments at the College.

The curriculum model had been finalised and the Guided learning Hours had been agreed at 3,197.466 and using the LSC floorspace guidance methodology that had produced a total college size in the region of 36/37,000 m2.  The consultation process had been conducted through February with a series of workshops and that had culminated in the preparation of an inception report by the design team.  An initial meeting had been held with the LSC when it had been established that the LSC would expect the Michael Clegg and the Douglas buildings to be retained unless an extremely robust case could be made for their removal.

Details of a draft programme was reported which showed a completion date of early July 2012.  Preliminary meetings had been held with the Local Planning Authority and detailed discussion would now proceed.  The Committee noted the likely gross cost of the scheme.  It was intended to hold a risk workshop and to develop a risk register which would be assessed at regular intervals.

The Director of Finance submitted a briefing paper on aspect of the fees relating to this project and the need to ensure that auditors and the bank were kept informed of the costings accordingly.  She highlighted a potential accounting risk to the Income and Expenditure account that would arise if Approval In Principle was delayed for any reason beyond finalisation of the 2007/08 financial statements.  The budget for 2007/08 had included provision for consultancy contracts to the order of £800,000.  At this stage the bulk of consultancy contracts had been let and it was now estimated the this would now be in the region of £839,000.  The Committee were made aware of: Project Fee support, Capitalisation, Stage D Fees and aspects relating to the bank covenant and cashflow.

The Architects reported that discussion with the LSC had indicated a favourable response to the project but whilst the College might be aiming towards 90% funding it was, perhaps, more realistic to target 84% which would leave a funding gap to be addressed.  Inflation-index would be accommodated in the costings and therefore there would be no such risk to the College in respect of construction costs.  Positive meetings had been held with officers of the Local Planning Authority.

The Committee was aware of the number of like bids being made to the LSC for funding by College’s throughout the country, but as the College owned the land upon which the development would occur it was felt that that created an ‘advantage’ in that the College could deliver the project if funding was made available and if planning consent was forthcoming.

The Architects offer to make a presentation to the Board prior to its meeting on 3 April 2008 was accepted.

DECISION

a) that the progress on this project be noted;

b) that a presentation on the project be made to Governors on 3 April 2008 prior to the Board meeting.

08/03
MINUTES


Subject to the replacement of the words ‘Management Accounts’ by ‘Financial Statement’ in the recommendation in Minute 4, the Minutes of the meeting held on 29 November 2007 were accepted as a true record and signed by the Chairman.

08/04
MATTERS ARISING


Presentation of Accounts


         (Minute 4, 29 November 2007)

At the last meeting the Director of Finance was asked to request the auditors to restate the accounts to extract the FRS17 adjustment and the provisions on redundancy.  It was now reported that the auditor had agreed in principle to such a practice and an appropriate presentation of the accounts would be considered in the preparation of the Annual Report.  Such a practice was the norm in HE Institutions.

08/05
WORK BASED LEARNING


         (Minute 4, 29 November 2007)

The College had commissioned Deloittes to undertake a review of Work Based learning plus some other related issues.  That investigation had now been concluded and a report was submitted to the meeting.  The matter had been considered by the Audit Committee at its meeting on 14 February 2008.  Reports which had failed to be presented to the Committee were also submitted to the meeting and those related to the PFA reports of December 2005 and the draft report of 2007.  The College was finalising an Action Plan to be agreed with the LSC for the 2007 report and that document would be submitted to the Audit Committee in May 2008.

Baker Tilly had been asked to review there actions in respect of the two PFA reports that had failed to reach senior management in the College.  Deloittes had reported that overall they were satisfied that the College had begun to address the issues that gave rise to the review and it was noted that most of the recommendations in the report related to UCLAN.  However, there were still actions necessary to bring much of this matter to a level of control that would ensure that the College had systems in place to avoid a repeat situation from occurring.  The Action Plan would be placed in the Audit Register.

DECISION


a) that the report by Deloittes be received;

b) that the Action Plan be agreed and placed in the Audit Register;

c) to note that Baker Tilly would report further to the Audit Committee;

d) to note that all PFA reports would in future be submitted to the Director of Finance and be reported to the Audit Committee.

08/06
FINANCIAL REPORT – PERIOD 6 AND QUARTER 2 FORECAST

The Director of Finance reported that at the end of January 2008 the College had a year-to-date surplus of income over expenditure of £130,000 with a forecast to the year-end of a surplus of £829,000.  The report submitted to the meeting set out the key risks arising in the year and the actions being taken to address those issues.  In addition there needed to be an amendment to the approved budget to reflect the fact that £329,000 of restructuring costs paid out in the first three months of the financial year had been accounted for in the 2006/07 financial year.  In order to ensure consistent reporting from year to year it was proposed that the budget planned surplus be increased from £500,000 to £829,000.

The Committee considered that issues relating to Train to Gain presented major challenges to the College an discussions took place regarding the level of risk that was apparent in this regard.  Costing models were explored and forecasts of income and expenditure were examined in details.  Officers were confident that the necessary income to support expenditure would be raised.

DECISION
that the details in the report and the actions now proposed be agreed.

RECOMMENDATION


that the Corporation Budget for 2007/08 be formally amended to show a surplus of £829,000.

08/07
LOCAL GOVERNMENT PENSION SCHEME – CHANGES

The Committee considered a report which set out significant changes to the Local Government Pension Scheme and its administration which had implications for both the College as employing authority and the current member employees.  The new scheme would come into operation on 1 April 2008.

The main features of the new scheme were highlighted together with the impact on the College.  The Fund was administered by Lancashire County Council and various options were open to the College as follows:

1 to pay the full target contribution rate of 14.9% from 1 April 2008.  The cost of that would be £75k in 2007/08 which had not been budgeted, and £225k from 2008/09;

2 to be treated as a ‘High Covenant Employer’ and pay a lower rate, at least equal to the current rate of 11.3%;

3 to opt for a shorter deficit recovery period than the 22 years used in the initial calculations which would result in the payment of a higher contribution than indicated;

4 to phase the new contribution rate in over a three year period.

The Committee considered that the College could not afford Option 1 and 3 and Option 2 would be against the College’s Strategic interest.  Because of actuarial deadlines the College had been requested to submit a response to Lancashire County Council in advance of this meeting and it was noted that the College had submitted for Option 4.  That would increase the College’s contribution for 11.3% to 14.9% over the three-year period.

RECOMMENDATION

a) that the actions of officers, in submitting to Lancashire County Council for Option 4, be confirmed;

b) that the employee contribution rates from 1 April 2008 be administered on the basis of adjustments to pension contribution rates being made as and when salary changes occurred throughout the year.

08/08
BUDGET – 2008/09

The Director of Finance submitted a report which set out the current status of the work being undertaken towards the development of the revenue budget for 2008/09 and highlighted the key issues which arose from that work.  The intention was to submit the formal budget to the June meeting of the Committee.  The timetable was reported together with the degree of uncertainty that had arise because of changes introduced by the LSC in the introduction of a new funding methodology.  Discussions needed to be held with Principals of other College’s regarding this issue and the funding relating to 16 – 19 year olds, which would transfer to Local Authorities in 2010.

DECISION


a) that the work undertaken in the formulation of the budget for 2008/09 be noted;

b)
that a report on the new funding methodology be submitted to the Board.

08/09
FEES AND CHARGING POLICY – 2008/09

In accordance with the Financial memorandum the Board was required to approve the Fees and Charging policy for the College and proposals for 2008/09 were submitted to the meeting.  

The policy had been developed by an internal working group the results of which had been reviewed by senior management and was now recommended for adoption.

The key issues were

· an increase in the fee assumption from 37.5% to 42.5% for all LSC Funded courses where learners paid fees, the average fee collected would be assumed by the funding model to be 42.5% of the total rate for the programme

· the drive of LSC policy to reduce the total amount of core funding allocated to adults and to focus what funding remained on priority areas.

The proposed policy was, on the whole, a continuation of previous years’ arrangements but to remove the annual enrolment fee, which had proved to be unpopular, unwieldy and not lucrative.   A number of items were waiting on external information or guidance in respect of 2008/09 including Higher Education Provision and Adult Community Learning.  Those issues needed to be addressed and added to the policy when they became available.

The Committee supported the policy set out in the report.

RECOMMENDATION

a) that the Fees and Charging Policy 2008/09 be approved;

b) that the Fees determined by external bodies (including ULCAN and Lancashire County Council) be added to the Policy without the need to seek further approval.

 08/10
FRAMEWORK FOR EXCELLENCE

Framework for Excellence was the name given to the LSC’s reformed Performance Management Framework and would come into effect for the Academic year 2008/09.  The Committee considered a paper which set out the basic principles relating to finance.  It identified some issues that the College needed to address to ensure it received at least a ‘satisfactory’ financial health rating under the new system and set out the prospect of the College achieving a ‘good’ rating in the future.

DECISION
that the report be noted.

08/11
PROPERTY

7-9 LANGCLIFFE ROAD, BROOKFIELD

The disposal of this property had been considered on a number of occasions.  It had been purchased with grant aid from the European Regional Development Fund and any actions to sell the property needed to respect the terms of that grant aid.  Following negotiations, which involved the College’s legal advisor, the terms of a lease with the existing user had been agreed whereby they would make use of the building in accordance with the grant terms.

DECISION
that the report be noted

08/12
TERMS OF REFERENCE

The new Articles of Government introduced in January 2008 had made changes that affected the Terms of Reference of the Committee and those were highlighted at the meeting. 

RECOMMENDATION

That the Terms of Reference, as set out in Appendix 1 to these Minutes, be approved.

08/13
CHAIR OF THE COMMITTEE

The Chair reported that she was finding difficulty in carrying out this role effectively and would prefer to stand down from the position, but still to continue to be a member of the Committee.

DECISION
a) that Mrs Hill be thanked for her work as Chair of this Committee;

b) that Mr R Hooper be appointed Chair.

(meeting finished at 7.30 pm)

DATE OF NEXT MEETING
5 JUNE 2008

APPENDIX 1

FINANCE COMMITTEE

TERMS OF REFERENCE:

1
to consider and advise the Board of Governors on any matter relating to College policy and strategy, including:

· Quality and self-assessment of non-educational services

· Financial matters (including investment and borrowing)

· Land, buildings and estates

· Human resources

2
to monitor established College policies in relation to non-educational services not dealt with by other Committees and to recommend changes thereto as necessary;

3
to recommend the annual estimates of income and expenditure for approval by the Board.

4
to consider, at each meeting, a monitoring report on the revenue finances of the College and to advise the Board on progress towards achieving its financial objectives.

5
to consider proposals for major capital expenditure and to make recommendations thereon to the Board.

6 to monitor the deployment of non-financial resources, including property, with a view to advising the Board on the effectiveness of the use of such resources.

7 to advise the Board on any course of action regarding the College in any respect or to consider and determine such action EXCEPT where it relates to:

· any matter referred to under Article 9 * of the Articles of Government of the College

· any matters relating to the discipline of individual members of staff or students

· any matters delegated to another committee of the Board

8 to deal with any matters specifically referred by the Board or by the Principal.

*Article 9 states that the Corporation SHALL NOT delegate the following functions:

(a) the determination of the educational character and mission of the institution;

(b) the approval of the annual estimates of income and expenditure;

(c) the responsibility for ensuring the solvency of the institution and the Corporation and the safeguarding of their assets;

(d) the appointment of the Principal or holder of a senior post;

(e) the appointment of the Clerk, (including, where the Clerk is, or is to be, appointed as a member of staff the Clerk’s appointment in the capacity of a member of staff); and

(f) the modification or revocation of the Articles.

