Preston College – Finance Committee
2 June 2009

Minutes



FINANCE COMMITTEE

MINUTES of a meeting held on 2 June 2009.

Present:


Mr M I Haythornthwaite

Chair

Mr E Bassa





Miss S Johnson

Mr M Mallam

Mr W Mills



Principal

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:

Mrs C Wilson





(one vacancy)

09/15
MEMBERSHIP AND CHAIRMAN


Following the resignation of Mr R Hooper from the Board the Chairman had 
asked 
Mrs Wilson to join the Committee and to take the position of Chair.  Mrs 
Wilson had agreed to the proposal but could not attend this meeting.  


DECISION

a) that Mrs C Wilson be appointed Chair of the Committee;

b) that Mr M I Haythornthwaite be appointed Chair for this meeting. 

09/16
MR R HOOPER


The Chairman referred, with regret, to the resignation of Mr Hooper who had worked extremely hard for the Board and in particular for this Committee.  He had undertaken many tasks for the College over his period of office which covered in excess of seven years and he had worked tirelessly on many aspects of education to the benefit of both the College and its students.


DECISION
that a letter of appreciation be sent from this Committee to Mr 


Hooper.
09/17
DECLARATIONS OF INTEREST


Mr M I Haythornthwaite and Mr E Bassa both declared an interest in item Minute 09/24 – Recycling Lives, and took no part in the discussion or decision on that matter.

09/18
MINUTES


The Minutes of the meeting held on 12 March 2009 were accepted as a true record and signed by the Chairman.

09/19
FINANCIAL REPORT
QUARTER 3

At the last meeting the College had a predicted year end surplus of £500k but now that had been amended to a deficit of £100k.  The Director of Finance reported that urgent action had been taken to address this matter and the judgement of senior management was now that the College would achieve a break even position by 31st July 2009. 
The operational forecast was:

	 Table 1
	Period 9 Report 2008/09

	
	Period 9 Report 2008/09
	Forecast

	
	Plan
	Actual
	Variance
	Budget
	Forecast P9
	Variance

	
	£K
	£K
	£K
	£K
	£K
	£K

	Income
	24,832
	24,005
	(827)
	33,415
	33,449
	34

	Expenditure
	25,022
	24,760
	262
	32,913
	33,549
	(636)

	Surplus / (Deficit)
	(190)
	(755)
	(565)
	502
	(100)
	(602)


Discussion had been held with the Learning and Skills Council relating to the Train2Gain funding issues and the latest position was that the College would most likely have a shortfall of £300,000.
The Committee noted that the property strategy adjustment was likely to lead to an unsatisfactory financial health rating for 2008/09 but was hopeful that the impact of the £2m fees expenditure would not be allowed to adversely affect the health rating as that expenditure had been incurred with the blessing of the LSC.

The current financial position had also been discussed with the College’s bankers.  Again, whilst the Bank had always indicated that the annual loan covenant assessment would not be adversely affected by what had happened with the property strategy, the operational outturn and the situation with regards to Employer Responsive Funding would be a concern to the Bank.  A reassessment of the life of buildings on the site would now need to be carried out to review depreciation and the Committee asked that the Principal investigate the approach being adopted in that regard by other establishments.

The detailed income and expenditure reports were presented to the meeting together with a report on the current position on debtors.  The net debtor position at the 30 April 2009 was £471K, compared with£546K at the end of March 2009 and £580K at the same period in 2007/08.

DECISION

a) that the financial forecast for the year end be noted;
b) that the financial reports on periods 10, 11 and 12 be sent to the Committee as soon as they were available.
09/20
BUDGET 2009 – 2010

The Director of Finance submitted a report which set out details of a proposed budget for the College for 2009/10.  The overall proposal was that the College should plan to achieve a surplus of £500K.  Allocations for the all the major income streams had been received and the detailed internal budget setting process was underway. 

The expenditure budget proposed a 2% pay reserve (cost of living, National Insurance, Pensions contributions).  However, given the financial pressures experienced in 2008/09 and the continuing risks surrounding some of the income streams, it was proposed that in addition to the pay reserve, 2% of the overall expenditure budget would be held centrally in reserve against income or expenditure contingencies.

The Committee expressed concern about the proposed increase in curriculum staffing costs by £1m.  The Director of Finance reported that whilst that was the level of assumed increase it would not be distributed in full to Departments and that a proportion would be maintained centrally to cover potential shortfalls in income or cost increases elsewhere
The proposed budget did not include a cashflow statement and the Committee could not therefore make any recommendation to the Board regarding its adoption.

DECISION
that the report be noted and the Committee consider recommending approval once the cashflow details were known.

09/21
FINANCIAL PLAN 2009/10 – 2011/12


The LSC had just published the spreadsheet templates for the Plan which would be completed and sent to the Committee by 12 June 2009.  The Director of Finance confirmed that those would underpin the proposed budget and include sufficient cashflow data to allow the Committee to recommend to the Board.
DECISION


a) that the report be noted and the general approach to the Plan production be approved;

b) that the draft Plan be sent to the Committee with a summary of the key points by 12 June 2009 and comments by members be sent to the Chairman and the Director of Finance to enable the Plan to be submitted to the Board at its meeting on 9 July 2009;

c) that Year 1 of the Plan be presented to the Board as the Budget for 2009/10.

09/22
CAMPUS REDEVELOPMENT PROJECT UPDATE

The Principal reported that it was likely that there would be £1.2 billion available from 2009/10 to 2013/14 to support capital projects and that the total cost of the 144 projects currently in the pipeline was to the order of £5.7 billion.

The LSC had written to colleges outlining the situation and had circulated draft criteria for prioritisation of projects.  It was considered unlikely that the College’s project would be among those supported by the £1.2 billion.  A further letter from the LSC dated 2 June 2009 was tabled at the meeting which indicated that future projects would need to aim towards remodelling or refurbishment rather than rebuilding.
In respect of the professional fees incurred by the College the LSC might be able to make a contribution to those costs.  Where colleges faced financial difficulties as a result of the accounting treatment of those costs the LSC would offer assistance.  The College had engaged with the LSC on that matter.
The Principal had investigated the potential of a Private Finance Initiative providing an alternative source for funding the project but it appeared not to offer a viable alternative to LSC grant funding. 

The Committee considered the PFI aspect in detail and acknowledged that whilst such a venture would not be appropriate in respect of the recent submission for LSC grant funding it might be an avenue to pursue in respect of a completely new project.  It was however recognised that there should not be an assumption that the College needed new buildings to enable it to move forward to being an ‘outstanding’ college.  The work being undertaken by the Director of Strategy and Planning would identify the needs for the future and the changes necessary within the College.

It was stressed that the Board’s funding of £10m towards the LSC submission was based on an increase in learner numbers and with the changed economic climate such increases were now considered unlikely to materialise.

The Committee recognised the extensive amount of work that had been undertaken in preparing the submission to the LSC and within that submission there was valuable material that would assist the College in moving forward.  Such detail needed to be re-used to help form a new approach and not a revision of the previous submission.

The Principal was asked to submit a report to the next Board meeting which would set the priorities to enable an assessment of the way forward to delivery with a business case incorporating a new financial model, together with details of the College’s ability to fund any capital redevelopment.
DECISION
that the Principal report further at the Board meeting.

09/23
COLLEGE COMPANIES UPDATE
Proceedings were underway to secure the dissolution of Preston College Business Services Ltd by 30 September 2009 and of Blackfield Ltd by 31 December 2009.  The Director of Finance reported that the only substantive procedural issue that remained to be resolved was the situation of the £74,000 of net intercompany debt owed by Preston College Business Services to Preston College.

DECISION
that the net debt of £74,000 owed by Preston College Business Services to Preston College be written-off. 

09/23
RECYCLING LIVES


(Mr M I Haythornthwaite and Mr E Bassa declared an interest in this item and took no part in the discussion or decision)

The Principal presented a business plan to establish and manage a ‘Learning for Employment & Enterprise’ Centre on the ground floor of the Recycling Lives facility, Kent St, Preston.  The Centre would enable residents, employees and members of the wider community to participate in a variety of programmes related to the Integrated Employment & Skills Agenda.  It was a pilot project for the remainder of 2008/09 and the full 2009/10 academic year.
The project aimed to support the College’s strategic objective of increasing both adult employer responsive provision and aiding the College’s delivery against government priority targets.
RECOMMENDATION

a) that an 18 month pilot agreement with Recycling Lives (Preston) Ltd to establish the Learning Centre be entered into;

b) that a lease be entered into for the premises for a period of 18 months.
(meeting finished at 8.00 pm)

DATE OF NEXT MEETING
10 SEPTEMBER 2009
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