Preston College – Finance Committee 
5 June 2008

Minutes



FINANCE COMMITTEE

MINUTES of a meeting held on 5 June 2008.

Present:


Mr M I Haythornthwaite

Chair

Mrs M Hill









Miss S Johnson

Mr W Mills



Principal





Mr C Speight




Mr M Mallam



Co-opted Member

Also in attendance:

Mrs J Hughes


Deputy Principal

Mrs S Woolford


Finance Director





Mrs J Hewitt



Property Director





Mr F Lee



Clerk

Unable to attend:

Mr R Hooper





PART 1

08/14
DECLARATIONS OF INTEREST


There were no declarations made at this meeting.

08/15
MINUTES


The Minutes of the meeting held on 13 March 2008 were accepted as a true record and signed by the Chairman.

08/16
CO-OPTION OF NON MEMBER

DECISION
that Mr M Mallam be co-opted to the Committee and be appointed to the Campus Redevelopment Working Group.

08/17
FINANCIAL REPORT – PERIOD 9 AND QUARTER 3 REVIEW

As at the end of April 2008, the College operational Income and Expenditure position was as set out in the table below:

	 
	Year to Date
	Forecast to year End

	
	Budget
	Actual
	Variance
	Budget
	Forecast
	Variance

	 
	£K
	£K
	£K
	£K
	£K
	£K

	Income
	26,667 
	24,750 
	(1,917)
	34,438 
	33,658 
	(780)

	Expenditure
	25,938 
	24,499 
	1,439 
	33,609 
	39,211 
	(5,582)

	 
	 
	 
	 
	 
	 
	 

	Financial Statements position
	 
	251 
	 
	 
	(5,553)
	 

	FRS17 adjustment (to be determined
	 
	 
	 
	 
	 
	 

	Add back Impairment
	 
	 
	 
	 
	6,063 
	 

	 
	 
	 
	 
	 
	 
	 

	Operational Position
	729 
	251 
	(478)
	829 
	510 
	(6,362)


The key issues which had arisen since the Quarter 2 report to the Committee were:

· A further reduction in the income forecast for Train2Gain

· A small reduction in the income forecast for Apprenticeships

Because of those issues the year-end forecast position had been revised to a surplus of £510,000.

In addition, there was now greater clarification regarding the likely accounting impact of the capital redevelopment programme, in particular the need to undertake an impairment review of the College estate in 2007/08 once Approval in Principle was granted.  That would directly affect the income and expenditure position reported in the 2007/08 financial statements, but assurances had been given by the LSC that that would not affect the financial health assessment of the College. 

A number of appendices were attached report and those set out the issues in more detail. 

The Committee discussed in depth the impact of the reduced surplus and its implications for the College’s overall financial position particular as the plans for redevelopment were progressing.  The Committee stressed that processes needed to be in place in the College to deal with that situation and that action was needed to address the level of debt which had still not been recovered.

DECISION


a) that the report be noted;

b) that a report be made to the next meeting on debt recovery

08/18
BUDGET 2008/09


A report set out the latest revenue, capital and cash estimates for 2008/09.

In respect of the revenue budget discussions with the Learning and Skills Council had not progressed sufficiently to provide an estimate of the 2008/09 allocation.

The partial picture that was available gave cause for concern over the potential overall impact of the settlement on the College.  The current position was that the College might see a cash reduction in LSC funding of £1.6m.

The overall impact of that and the reductions in expenditure that would be required to ensure an adequate surplus were reported to the meeting and are set out in the table below along with comparison figures for the past three years.

	 
	05/06
	06/07
	07/08
	08/09

	 
	Outturn
	Outturn
	Forecast
	Estimate

	 
	£K
	£K
	£K
	£K

	 
	 
	 
	 
	 

	LSC Funding
	26,620
	25,916
	26,272
	24,679

	Other Provision
	5,821
	5,356
	5,034
	5,137

	Other Income
	2,717
	2,869
	2,352
	2,396

	Total
	35,158
	34,141
	33,658
	32,212

	 
	 
	 
	 
	 

	Pay
	22,822
	22,846
	21,764
	20,500

	Restructuring
	59
	553
	566
	800

	Non Pay
	12,156
	10,693
	16,881
	10,777

	Total
	35,037
	34,092
	39,211
	32,077

	 
	 
	 
	 
	 

	Operational Position *
	121
	49
	(5,553)
	135

	 
	 
	 
	 
	 

	 Add back asset impairment    relating to Property Strategy
	 
	 
	6,053
	482

	 
	 
	 
	 
	 

	 
	 
	 
	500
	617


In terms of the capital budget the major issue for 2008/09 would be the plans for the campus redevelopment.  Other than that no significant building works were planned for 2008/09.  The general capital and major projects proposal consisted of:

· IT developments unaffected by the Property Strategy

· Essential small works (which would not be capitalised)

In total, the capital proposal for 2008/09 included a planned spend of £800,000. 

In addition to normal cash requirements, the College would need to maintain sufficient cash flow to manage fee and other payments in relation to the Property Strategy.  Other risks that would require careful planning would include new payments structures and schedules for LSC funding.

The Director of Finance reported that the LSC were aiming to provide details of the allocation by the end of June 2008 and that such a delay was impacting on all Colleges.

DECISION


a) that the current position be noted;

b) that details of the funding allocation and its impact on the College be sent to Members of the Committee as soon as available;

c) that a report be submitted to the Board at its meeting on 10 July 2008 on the Budget for 2008/09.

08/19
FINANCIAL PLAN
2008 – 2018

The Committee considered a report which set out a draft Financial Plan for the period 2008-2018.  That document was required as part of the application for Approval in Principle for the capital redevelopment and would be crucial in demonstrating the affordability and value for money of the project with the key indicators being the Financial Health Assessment affordability ratios. 

Because of the ongoing discussions with the Learning and Skills Council this could not be the final draft of the plan.  Once the budget position was clarified the financial plan would be amended accordingly.  In addition, the format of the planning documentation was being updated by the LSC to incorporate the new funding methodology.

The draft commentary of the Plan was submitted to the meeting and that would be expanded with a detailed sensitivity analysis once the income position became clear.  It was hoped to present a final draft of the Plan and commentary in the correct format to the Board on 10 July 2008.

The Committee supported the strategic direction of this Plan and noted the risks and issues highlighted in the report and the impact of income to fund loan repayments.  A number of comments were made relating to the level of capital investment and it was agreed that amendments be made to the figures presented and that those be circulated to the Committee.

DECISION
that the Financial Plan 2008-2018 be submitted to the Board at its meeting on 10 July 2008.

08/20
COLLEGE REDEVELOPMENT   

         (Minute 08/02, Finance Committee 13 March 2008)






         (Minute 08/26, Board meeting 5 June 2008)

The Board at its meeting held earlier on 5 June 2008 had requested the Committee to review the financial implications of the College redevelopment in the light of other financial considerations which would impact on the College over the period of redevelopment.  The figures set out in the 10 year financial plan indicated that the College could proceed with the redevelopment proposals.

The Campus Redevelopment Working Group had held its first meeting and a copy of the Minutes of that meeting had been submitted to the Committee for noting along with the proposed Terms of Reference which the Committee needed to approve.


DECISION
a) that the Committee concur with the views of the Board relating to the financing of the College redevelopment and the submission of the capital funding bid to the LSC;

b) that the Minutes of the Campus Redevelopment Working Group be received;

c) that the Terms of Reference of the Campus Redevelopment Working Group be approved as set out in Appendix 1 to these Minutes;

d) that the Board’s decision to delegate authority to the Principal to make any necessary amendments to the Application in Principle be noted.

08/21
COLLEGE COMPANIES

UPDATE


The Committee received reports of meetings of the following Company Boards:

· Blackfield Ltd

· Preston College Business Services

· Whitefield Ltd

The Director of Finance reported that Preston College Business Services was not currently trading and therefore there was no report for 2007/08.  Whitefield Ltd had been dissolved on 12 February 2008 and therefore there were no further reports in that respect.

DECISION
a) that the reports of the three companies be accepted;

b) that the financial statements for 2006/07 be approved.

PART 2

08/22
NEGOTIATION OF CAPITAL LOAN
APPOINTMENT OF FINALYSIS

The College has received a proposal from Finalysis UK Ltd, a company which provided specialist banking advice services, in respect of negotiations for increased borrowings that would be required for the capital redevelopment.

A copy of the proposal had been attached to the Committee report and the terms of the savings and added value that might be expected from this arrangement were noted.

The College’s Financial Regulations stipulated that three quotations should normally be sought for contracts of such a value.  However, following enquiries, there seemed to be no other company providing that type of service currently in operation in the UK. 

DECISION

a) that the Financial Regulations be waived in respect of the requirement to obtain three quotations for this contract;

b) that the engagement of Finalysis UK Ltd be approved.

(meeting finished at 8.45 pm)

DATE OF NEXT MEETING
18 SEPTEMBER 2008

APPENDIX 1

CAMPUS REDEVLOPMENT WORKING GROUP

TERMS OF REFERENCE, MEMBERSHIP AND MEETINGS

MAIN PURPOSE

The Working Group is a consultative sub group of the College’s Finance Committee. 

BACKGROUND

A key strategic activity linked to the delivery of the educational character and mission of the College is the redevelopment of the College’s Fulwood Campus in accordance with the College’s Property Strategy adopted in December 2007.

SCOPE

The Working Group does not have any executive powers save as delegated by the Finance Committee and set out within these terms of reference which will be agreed by the Finance Committee. 

TERMS OF REFERENCE AND DELEGATED POWERS

1 To review progress of the overall project plan.

2 To oversee the progress of the planning, design, procurement and construction phases of the campus renewal project in accordance with an outline timetable agreed by the Finance Committee.

3 To consider the Project Team’s progress reports and to make recommendations to the Finance Committee or College Corporation Board as appropriate.

4 To instigate or confirm the preparation of Exception Reports and Exception Plans by the Project Team where progress is not considered to be satisfactory or fundamental project objectives are at risk.

5 To recommend to the Finance Committee or College Corporation Board as appropriate acceptance of such Exception Reports and Exception Plans.

6 To agree a change management strategy and oversee its implementation in terms of internal and external stakeholders, governors, students, staff, residents and other bodies.

7 To review and agree financial procedures for the management and implementation of the Campus Redevelopment project.

8 To consider and approve amendments to the Campus Redevelopment Project where the Finance Committee has agreed to such delegation to fulfil deadline obligations between Finance Committee meetings or for any other reason as decided by the Finance Committee and to report such actions to the next meeting of the Committee.

MEMBERSHIP 

1
Membership will be a minimum of 2 Corporation Board members, one of whom must be a member of the Finance Committee.  Any Board member shall be a substitute and any person authorised by the Finance Committee can attend meetings of the Working Group.

2
The Principal, Deputy Principal, Director of Finance, Director of Human Resources, Head of Facilities Management and Project Director and other College managers as appropriate.  

3.
Other Governors will be invited to attend as advisers as appropriate. 

MEETINGS 

1 The group will initially meet six weekly but thereafter on an ad hoc basis as required to fulfil its role. 

2 Frequency of meetings will reflect the activity on the overall project plan.

3 Other meetings may be called by the Chair of the Committee, Chair of the Finance Committee or the Principal.

4 The meetings will be chaired by a nominated governor.

5 The external Project Managers, GVA Grimley, will provide Project Team progress reports and minute the meetings.

6
Minutes of the Working Group shall be submitted to the Finance Committee.

