Preston College – Finance Committee 
12 March 2009
Minutes



FINANCE COMMITTEE

MINUTES of a meeting held on 12 March 2009.

Present:


Mr R Hooper



Chair

Mr E Bassa

Mr M I Haythornthwaite





Miss S Johnson

Mr M Mallam

Mr W Mills



Principal

Also in attendance:

Mrs S Woolford


Finance Director





Mrs J Hewitt



Property Director





Mr F Lee



Clerk





Mr J Keyes



GVA Grimley (item 09/13)

Unable to attend:

Mrs M Hill

Mr Bassa was attending his first meeting of this Committee.

09/01
DECLARATIONS OF INTEREST


Mr E Bassa declared an interest in Partnership Arrangements (Minute 09/06)
and left the room for that item taking no part in the debate and decision.


09/02
PART 2 ITEM


DECISION
that Agenda Item 14 (Short-term Financing Facility) be taken in Part 2.

09/03
MINUTES


The Minutes of the meeting held on 27 November 2008 were accepted as a true record and signed by the Chairman.

09/04
CORPORATE STYLE FOR REPORT PRESENTATION


Concern was expressed that most of the reports presented to the meeting did not 
comply with the corporate style for report presentation.  The Principal was asked to 
ensure that at all future meetings Governors had the benefit of reports produced in 
accord with that policy which would assist Governors in the decision-making 
process.
09/05
FEES AND CHARGES POLICY


A paper was submitted to the meeting relating to the policy on Fees and Charges.   
However, there was a section missing from the policy statement and the Committee 
could not therefore make any recommendation to the Board.  Comments were 
made relating to text within various paragraphs in the policy statement which it was 
felt should be revised to provide a clearer understanding of the document.

DECISION
that a revised report be submitted to the Board at its next meeting.

09/06
TREASURY MANAGEMENT POLICY
A revised policy was submitted to the meeting.  The Committee made a number of changes and requested that a revised policy statement be submitted to the Board outlining the need for this policy and the risks to the Corporation.


DECISION
that a revised report be submitted to the Board at its next meeting.

09/07
PARTNERSHIP ARRANGEMENT


(Mr Bassa declared an interest and left the meeting room)

There was an opportunity for the College to enter into a new partnership arrangement for the delivery of English as a Second or Other Language (ESOL) programmes funded under the LSC Adult Responsive model.  It was proposed to enter into a partnership with Moon Associates Ltd who would identify the learners and deliver the programme.  Contract details were reported at the meeting together with the degree of risk associated with such an arrangement 

The Committee gave detailed consideration to this matter and supported the proposal.

DECISION

a) that the partnership with Moon Associates Ltd be approved;
b) that the Deputy Principal personally supervise the contract.
09/08
EDGE HILL UNIVERSITY – PROPOSED PARTNERSHIP



The Committee considered a paper which gave an update on the developments taking place with Edge Hill University to franchise further higher education provision.  Meetings had taken place with the University to explore areas of common curriculum interest that would enable both institutions to widen participation to learners in the area and an expression of interest had been submitted.  Initial discussions were being held in the areas of Counselling and Education (including Early Years) which might result in a series of new qualifications being offered and delivered starting in September 2009.

The Committee discussed the principal of establishing a strategic relationship with Edge Hill University and the possible impact that that might have on the existing relationship with another establishment.  The Principal advised the Committee that there would be no detriment to the relationship with a current partner.


The Committee noted the proposed arrangement and requested that the draft Memorandum of Co-operation be submitted to the next meeting of the Committee on 2 June 2009.

DECISION

a) that the developments that might lead to the addition of a new higher education partner for the College be noted;
b) that the draft Memorandum of Co-operation be submitted to the next meeting of the Committee on 2 June 2009.
09/09
FRAMEWORK FOR EXCELLENCE

A report provided an update on the financial aspect of the Framework for Excellence.
The College had received written confirmation from the Learning and Skills Council that the Financial Health Grade for 2007/08 was Satisfactory, as assessed from the submitted Financial Plan.  A letter confirming the final grade for 2007/08 as assessed from the audited Financial Statements was expected during March 2009.  The College had also submitted a Financial Management and Control Evaluation Question, with an overall self assessed Good grade.  Feedback from the Learning and Skills Council was expected in March 2009


Changes to the arrangements for Framework for Excellence had been announced which put in doubt the future significance of the Use of Resources Performance Area.


The Committee’s attention was drawn to a specific risk in relation to the Financial Health Grade, which was that the continuing uncertainty surrounding the capital project might have an impact on the current ratio recorded in the 2008/09 financial statements, as a result of the £2m of design fees paid out to date.

DECISION
that the matter be noted.

09/10
COLLEGE COMPANIES UPDATE

The draft 2007/08 financial statements for Blackfield Ltd and Preston College Business Services Ltd were submitted to the meeting which were scheduled to be approved by the respective Company Boards on 26 March 2009.  A mid-year report for Blackfield Ltd was also enclosed, which was the only Company currently trading.

A proposed timetable for the dissolution of both companies was submitted to the meeting.

The Director of Finance reported details of the operations of both companies and that legal advice had been sought regarding the closure of Preston College Business Services as the company was not trading but had a continuing debt.

Significant concern was expressed about the length of time being proposed for the closure of the companies and the Director of Finance was asked to review that timetable.  Solicitors had been requested to attend the company meetings scheduled for 26 March 2009.
DECISION
that the 2007/08 financial statements for each of the companies be noted and the timetable for the dissolution of both companies be revised to shorten the period.

09/11
PENSIONS UPDATE
In January 2009, Lancashire Pensions Service gave its annual Directors’ briefing to member organisations and a copy of presentations made was submitted to the meeting.  The key issues discussed included the value of the Pension Fund as a whole and recent performance of individual funds and fund managers.

The asset coverage of the long term funding target had fallen from 84% in March 2007 to 60% in December 2008.  If that was still the case at the time of the next full review due in March 2010, then the Lancashire Scheme might need to consider changes to its long term strategy to achieve 100% funding by 2029.

The Committee noted that the Income and Expenditure adjustments for the current year would be in excess of £1m.

DECISION
that the information be noted.

09/12
FINANCIAL REPORT 2009/2010 – QUARTER 2

At the end of January 2009, the College Income and Expenditure position was a deficit of £1,117,000 against a planned profile of a deficit of £625,000.
The Director of Finance reported that the two key income risks identified at the start of the financial year were Adult Responsive and Employer Responsive income.  At this mid-point of the year, while Employer Responsive income was doing well and was forecast to exceed target, it was now becoming increasingly likely that the Adult Responsive income line would underachieve target by around £800,000.
Risks were also emerging with the expenditure budget and further expenditure controls were now necessary to ensure that the £500,000 planned surplus was met.    There were a number of immediate and individual pressures but the substantial issue was that the College’s turnover had now decreased in real terms each year since 2004/05 and in actual cash terms for most of those years.  The overall decrease in turnover since 2004/05 had been 4.2% in cash terms.  Over that five year period pay awards had totalled 9.7% plus the cost of incremental drift.
DECISION
that the report be noted and that support be given for the formation of a working group to review the College infrastructure.

09/13
COLLEGE REDEVELOPMENT





  (Minute 08/32)


The LSC National Council had met in December and agreed that the determination of all capital projects both in principle and detail be deferred or suspended pending a review of the overall capital programme.  Following a meeting of the LSC on 4 March 2009 the College received a letter which informed that eight projects had been recommended for detailed approval.  A further 144 schemes were in the pipeline, including the College’s submission, and the LSC were to carry out a consultation exercise to help identify a strategy for prioritising all future projects.  
The LSC officers had asked the College to provide advice on possible scenarios for College finances including different phasing of the physical build programme and also a grant paid over a 5 year cycle.  The College response was submitted to the meeting.

It was clear to the Committee that the College’s application was unlikely to receive 
approval in the near future.  Therefore action was needed to address the impact on 
the Financial Plan and also on the College’s financial health rating in respect of the 
capitalisation of the fees incurred to date.

The Committee agreed that the College needed to take a strategic look at the 
impact of this delay, which could be of some considerable time.  There was now 
an 
urgent need to assess the current situation which would require a review of 
operational issues together with the adoption of a strong proactive approach to 
move forward irrespective of the availability of LSC capital development monies.    

The Committee was firmly of the view that a Strategic 
Planning Working Group 
should be established to target delivery of change within the College to provide a 
platform for the future regardless of whether the redevelopment proposals were to 
receive approval from the LSC.  The situation was recognised as one of major 
consequence for the College and its future that required a much stronger regard 
to 
strategic planning and which particularly referred to the College’s role in the 
economic, community and 
social regeneration of Preston.

The Committee also asked the Principal to consider how to manage stakeholder, 
staff and student expectations of the announced standstill on capital 
redevelopment.


DECISION
a) that the current situation, following announcements from the LSC be noted;

b) that the Principal submit a report to the next Board meeting setting out the way forward by the establishment of a Strategic Planning Working Group together with its terms of reference;
c) that the College’s response to the LSC dated 26 January 2009 be approved;
d) that the Progress Report from GVA Grimley be received:
e) that the financial issues be noted;
f) that the Minutes of the Campus Redevelopment Working Group held on 15 
December 2008 be received.  
PART 2
09/14
SHORT-TERM FINANCING FACILTY

DECISION
that overdraft facilities agreed with Barclay’s Bank be noted.

(meeting finished at 8.55 pm)

DATE OF NEXT MEETING
2 JUNE 2009
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