Preston College – Finance Committee
9 September 2009

Minutes



FINANCE COMMITTEE

MINUTES of a meeting held on 9 September 2009.

Present:


Mrs C Wilson



Chair

Mr E Bassa





Mr M I Haythornthwaite





Miss S Johnson





Mr C Memmott








Also in attendance:

Mrs J Hughes


Deputy Principal





Mrs S Woolford


Finance Director





Mrs J Hewitt



Property Director





Mr F Lee



Clerk

Mrs S Wignall


Assistant Clerk

Unable to attend:

Mr M Mallam

Mr W Mills



Principal
09/24
MEMBERSHIP


The Chairman of the Board, acting under delegated powers, had appointed 
Mr C Memmott to the Committee.

DECISION
that the appointment of Mr Memmott to the Committee be 
noted.

09/25
DECLARATIONS OF INTEREST

There were no declarations made at this meeting.

09/26
MINUTES


The Minutes of the meeting held on 2 June 2009 were accepted as a true record and signed by the Chairman.

09/27
MATTERS ARISING


Recycling Lives (Minute 09/23)


In response to a question the Deputy Principal reported that the budget for recycling lives was to produce a small surplus for the College in the first year of operation.  Concern was however expressed that whilst the project had commenced the College had not yet formally completed the lease of the property.  It was reported that Solicitors were nearing a completion and an update on this would be presented to the next meeting of the Committee.      
09/28
FINANCIAL REPORT – QUARTER 4

The Director of Finance submitted a report which set out the financial position at Period 12.  The report showed that the draft income and expenditure position to be an operational surplus of £180K, but that excluded the impact of property strategy fees and the annual pension adjustment.  A further implication had arisen in relation to the closure of one of the College companies following a determination by the HMRC which would reduce the surplus to £150,000.  Work was now progressing to finalise matters and produce draft financial statements by the end of September.  
The Committee noted that one potential significant improvement was a £180K reduction in depreciation charge which had resulted from the 2007/08 accounting treatment of College fixed assets.  This was still being discussed with external auditors.  .A letter of waiver had also been obtained from the College’s bankers in respect of any likely breach of covenant in the 2008/09 financial statements.  However, the risk to the College’s financial health rating arising from the weakened cash position remained unresolved and discussions with the LSC Finance team were continuing.  
The Committee expressed concern about the way in which the Train2Gain provision was being financed and the impact that that was likely to have on the Income and Expenditure account, cashflow and operational issues.  Bad debts still remained high but were reducing and the main cause of the level of bad debts was the failure of construction companies to make payments for training fees.
DECISION
that the report be noted.

09/29
DEBTORS RECONCILLIATION

A recent internal audit review of debtors recommended that the College should undertake a complete reconciliation of debtor data between DREAM (the financial ledger) and EBS (the learner records system).  The main issue identified was the procedure for importing fee information from the student records system.  The Director of Finance reported that that had now been completed and a report by Grant Thornton UK LLP, who were contracted to carry out the work outside their work in the Internal Audit Plan, was submitted to the meeting.  
The overall conclusion of the exercise was that the data on DREAM was materially correct and up to date, but there would be a few small adjustments.  However, a large number of records on EBS did need to be amended and work was progressing to complete that.
The timeframes for the implementation of the recommendations were reported and that an action plan would be submitted to the Audit Committee at its next meeting.
DECISION
that the report be noted.

09/30
BUDGET 2009/10
UPDATE
The Director of Finance reported that the detailed operational budget was currently being prepared and would be finalised by mid September following the completion of the recruitment period.  No new significant risks had emerged over the summer other than those already highlighted to the Board in July.  The first formal report on financial performance was scheduled for the November 2009 meeting.
DECISION
that the report be noted.

09/31
CASH MANAGEMENT – 2009/10


At 31 July 2009, the College’s cash balance was £1.2m, compared with £2.4m on the previous balance sheet date.  Since January 2008, £2.2m had been spent on abortive property strategy fees, for which the likelihood of reimbursement was considered to be low.  The LSC had also announced that the 2009/10 Employer Responsive delivery must be managed as two discrete allocations.  Only 45% of the total may be earned in the first eight months of the year, leaving the remaining 55% to be earned after 1 April 2010.  That was however, an improvement on the original allocation, which was a 39/61 split.
The Director of Finance reported on the weakened cash position resulting from the above issues and that the current overdraft facility would run until 31 January 2010.  If there had been no reimbursement of property strategy fees by the early autumn the College would need to consider how to address its cash management.  The Director proposed that negotiations be commenced with bankers to increase long term borrowing by a further £1m.
The Committee considered whether it would be prudent at this stage to enter negotiations to increase long term borrowing but were of the view that such action should only be considered if there were to be a significant step forward with the College redevelopment strategy.  The Committee was aware of the impact of the abortive property strategy fees upon the financial health rating of the College and requested that a further report on this matter be submitted to the next meeting.

DECISION
that the proposal be deferred and a further report on cash 
management be submitted to the next meeting.
09/32
INFRASTRUCTURE REVIEW
It was reported to the Board in July 2009 that the College needed to undertake a review of its infrastructure costs with the objective of saving at least £1m over the next three years.  The Review would play a fundamental role in ensuring the financial stability of the College over the next three years and it was essential that the Committee be kept informed of progress.
A draft Terms of Reference for this Review was submitted to the meeting.
The Director of Finance explained that the savings would be sought from staffing and other operational costs.

The Committee considered that it would be more appropriate if the savings were to be shown as a percentage of costs rather than as a gross figure so that it would be clearly seen to affect the ‘bottom line’ in the accounts and not merely be a movement of figures within the Financial Plan.

DECISION

a) 
that the Terms of Reference for the Review be approved as set 
out in Appendix 1 to these Minutes. 
b) 
that a report be submitted to the next meeting which identified 
infrastructure costs to establish a baseline for the Review.
09/33
LOCAL GOVERNMENT PENSION SCHEME – CONSULTATION
The Department for Communities and Local Government had initiated an informal consultation exercise to consider options for the future stability and viability of the Local Government Pension Scheme.

The Director of Finance reported that Lancashire County Council, as administrators of the scheme for the College, would be responding to the consultation on behalf of the College.

DECISION
that the report be noted

09/34
COLLEGE COMPANIES
UPDATE
The Director of Finance reported on meetings of the two College companies and that work was continuing to secure dissolution.  Delays on the part of HMRC in resolving VAT registration issues would now see the target date for completing this process overrunning to 31 January 2010.  
It was also reported that in preparing the final set of accounts for Blackfield Ltd it had been identified that final adjustments to reflect cumulative losses made since the 2004/05 year would result in a £45,000 charge to Preston College in 2008/09 that would not be fully compensated for by the College’s investment in the Company.  The impact of that charge was reflected in the financial forecast provided in Minute 09/28.


DECISION
that the report be noted.

09/35
TERMS OF REFERENCE

Effective corporate governance required the Committee to review its Terms of Reference each year to assess whether any changes should be recommended to the Board.  The Clerk submitted a report which highlighted some changes that would more clearly define the Committee’s role in the decision making process and set out the matters which needed to be ‘recommended’ to the Board.  The Committee made a slight amendment to the wording on the main purpose by the insertion of ‘and monitoring’.
RECOMMENDATION

That the Committee’s Terms of Reference be amended as set out in Appendix 2 to these Minutes.

09/36
SELF ASSESSMENT – 2009


Effective governance of the College required that the Committee carried out a self assessment of its performance each year and a questionnaire had been completed by members and the results had been analysed by the Clerk.  Details were submitted to the meeting.


The Committee noted the responses given and agreed, that where appropriate, action should be taken to improve performance.

DECISION
a) that the responses be noted;

b) that an Action Plan be produced from the findings;

PART 2
09/37
SALE OF LAND


The Committee considered a confidential matter which related to a proposal to sell land currently owned by the College.

DECISION
that a marketing campaign be undertaken to establish the level 

of interest in the site.
RECOMMENDATION

that the land be sold, subject to:
i)
the consent of the LSC being obtained;

ii) detailed contract terms for the disposal of the land being agreed with the Principal, the Chairman and Vice Chairman of the Board, and the Chair of the Committee.

(meeting finished at 7.55 pm)

DATE OF NEXT MEETING
19 NOVEMBER 2009

APPENDIX 1
INFRASTRUCTURE REVIEW

Terms of Reference
Purpose of Review
1 To reduce the costs of the College’s infrastructure to redress the balance between infrastructure and delivery costs.
2 To prepare the College for widely anticipated public sector expenditure cuts over the next three years.
Objective
3 To save at least £1m of cost from the College infrastructure by the end of 2011/2012

Scope

4 All costs and services not related to direct delivery of the curriculum.  This will include facilities, student support, administration, technical and corporate services.
Review Structure
5 This Review will be led by the Director of Finance and the Review Team will include the Deputy Principal, The Director of Facilities, the Director of Corporate Services and Strategy and the Faculty Director, Academic and Arts.
6 The Review Team will meet at least monthly and will report directly to the Senior Management team
7 Reports on the progress of the review will also be submitted to each meeting of the Finance Committee.
8 Following some initial scoping work undertaken in the summer, the Review Team will agree an initial schedule of activities to be completed by December 2009 with the aim of agreeing a detailed plan for the whole Review.

APPENDIX 2

FINANCE AND PROPERTY COMMITTEE
Terms of Reference:
To ensure proper arrangements are in place to secure effective management and monitoring of the Corporation’s finances, property and non-educational services.
A
Matters for the Committee to consider and make recommendations to the Board:
1 
approval of the annual estimates of income and expenditure;

2
approval of College policy and strategy relating to:

· Quality and self-assessment of non-educational services;

· Finance; and
· Property.
B
Matters delegated to the Committee for consideration and decision making:
1
to review and monitor the effectiveness of established College policies in relation to finance, property and non-educational services not dealt with by other Committees;
2
to consider, at each meeting, a monitoring report on the revenue income and expenditure of the College and to advise the Board on progress towards achieving its agreed budget performance;
3
To consider the Capital Programme for the planning period prior to submission to the Board;
4
to make minor changes to the Board’s approved Capital Programme;

5
to monitor the deployment of non-financial resources, including property, and to secure effective use of such resources.  

7

