
HAVERING SIXTH FORM COLLEGE
MINUTES OF THE MEETING OF THE

FINANCE COMMITTEE

held on Tuesday 1st December 2009 at 6.45 p.m.

Present:


Ann Brown, Keith Darvill, Rodney Eborn, Sheila Philbrook, Geoff Smith, 
Paul Wakeling

Apologies:


None
In attendance


Jim Pey

Deputy Principal

Maria Jorysz

Finance Director





Roger Hawkins

Clerk





Jennifer Raja

HR/Payroll Administrator
In the Chair:


Geoff Smith 
	F/09/27
	Declarations of Interest

No declarations were made.
	

	F/09/28
	Minutes of the meeting held on 17th March 2009
The minutes were approved. 
	

	F/09/29
	Matters arising

There were no matters arising.
	

	F/09/30
	Review of the Catering Contract
Cover page: catering contract JAP

The Deputy Principal reported that the Pabulum business was struggling at this College and that the College was trying to recover the £18,000 overspend from Pabulum which it promised in writing to repay. He commented that the quality was not outstanding and it had been given mixed reviews by the student catering panel.
The Deputy Principal proposed to put the catering contract to tender for 2010-2011. The Principal explained his view that Pabulum’s business plan does not enable it to make a profit at this College.  It was too early to know whether the staff reduction (2) had impacted on service but he did confirm that cleanliness has improved since the matter was raised with Pabulum and the situation was to be monitored.  

 The Committee RECEIVED the report. 
	

	F/09/31
	2008/09 End of Year Management Accounts
Management report and accounts – Month 12:July 2009

The Finance Director stated that these accounts show a year end operating surplus of £354,000 whereas the financial statements contained an operating surplus of £161,000.  She explained that there was a list reconciling these 2 figures which would be discussed in connection with the consideration of the Financial Statements. 

She stated that the costs of the aborted capital project to the college had been £3.4 m approximately.  She highlighted the £17,000 cost in relation to the late receipt of the Quantity Surveyor’s final invoice.  The Corporation Chair reported that the standard form RIBA contract allowed for a proportionate fee in the case of aborted capital build project.

The Committee agreed that this is a ‘public money’ issue and that an enquiry by the Principal should be made into the length of time and the additional costs that the value refers to. The Principal suggested that the enquiry should be made firstly through Fusion. The Committee also agreed that this should be at no further cost to the College.
The Committee RECEIVED the report.
	PGW

	F/09/32
	FRS 17 Local Government Pension Scheme – Actuarial Assumptions
Letter from Hewitt Associates: London Borough of Havering Pension Fund accounting assumptions at 31 July 2009 under FRS 17 and IAS 19

The Finance Director explained that the Hewitt actuarial assumptions were difficult to evaluate. The increasing mortality rates shown were standard tables. These together with the reduced discount rate, contributed to the increased liability from £577,000 to £1.35 million.
One Member asked about the financial implications of the College having opted-out of the Local Authority ‘group’. The Finance Director explained that one implication was the lower rate of employer contribution paid by the College. The Committee Chair pointed out that the College had separated itself from the Local Authority’s greater liability.
Referring to page 6 of the Management Letter from the Financial Statements Auditor, the Finance Director explained that changes in the investment market had contributed also to the increase in liability. She predicted that the employer contribution rate might increase for 2010/2011.
The Committee RECEIVED the report and ACCEPTED the assumptions.

	

	F/09/33
	Draft Financial Statements for the year ended 31 July 2009
Papers: 

1. Reconciliation of the surplus in the July 2009 Management Accounts to the operating surplus in the Financial Statements for the year ended 31st July 2009.

2. Draft Financial Statements for the Year Ended 31st July 2009.

3. Draft Post-Audit Letter from Buzzacott LLP to the Corporation.

The Finance Director introduced the draft Financial Statements.

Referring to the reconciliation statement in which the largest item was the depreciation figure, the Finance Director explained that this arose from the writing back of the value of buildings although the useful life, and consequently the value had been reduced. She also explained that the increase in the accruals figure was a significant reconciling item arising from late invoices received after the end of the financial year, and other post end of year adjustments.
The Finance Director outlined the Income and Expenditure Account (page 15 of the Financial Statements) highlighting the separation of capital building related transactions from the operating position, with the capital building transactions below the line.  Last year’s figures had been reclassified into the revised format. 

She explained the restatements from the previous year’s statements which had become necessary following the aborted capital building project. 

She outlined the Balance Sheet as at 31st July 2009 (page 17) explaining that the line Creditors amounts falling due after one year referred to the £970,000 as part of the loan repayable after one year: a new item on the College’s balance sheet.  
The Principal reported that he was meeting with Abbey bank to explore the possibility of extending and increasing the College’s loan in connection with developing the College’s property strategy. The Committee Chair stated that it was important not to make statements which might cause Abbey concern as to the College’s ability to repay its current loan commitments.

The Committee agreed that as capital funding from the Public Sector is likely to be scarce in future years the Principal should explore alternate possibilities with Abbey.
Referring to the Draft Post-Audit Letter the Finance Director explained that the paragraph headed ‘Long term liabilities’ (page 3 of the Draft Post-Audit Letter) would be amended. The Finance Director highlighted that she was aware of the consequences of a breach in the ‘Bank Loan Covenants’ (page 5). Issues relating to a potential breach had been resolved with Abbey during the course of the financial year.
RECOMMENDATION: The Committee recommends to the Corporation that it APPROVES the Financial Statements for the year ending July 2009 and RECEIVES the Management Letter.

	

	F/09/34
	Quarterly Management Report and Accounts to 31 October 2009

Paper; Quarterly management Report and Accounts to 31st October 2009;

Tabled paper: Revised forecast

The Finance Director introduced her report, and in relation to the income and expenditure account clarified that under ‘Non-pay Expenses’ the Staff Development figures did not include the £11,000 saving in management training. The premises services forecast consisted of increases to cleaning refuse and other services, arising from the summer building works. 
The Morland House overspend was questioned by the Committee. She explained that the greater part of the over spend was due to the data transmission line which had to be installed because the VPN connection was not possible. This added a cost of £800 per month.  The cleaning costs were not included within the rent as the College had initially thought.  The Committee agreed to the Corporation Chair looking at the lease again.
The Finance Director confirmed that the increased building maintenance cost had been included in the budget. She clarified that under ‘Non-pay Expenses’ the External Relations overspend was due to the AOC joint venture promotional film production. The Committee Chair raised his concern over the £14,375 expended on this. 
She added that the CIS and quality forecast overspend would not occur, and added that the total underspend in the Non-pay Expenses for 31 October 2009 was due to phasing differences for curriculum expenditure and examination fees. Overall the forecast showed an anticipated adverse variance of almost £30,000 in non-pay expenditure.
The Committee Chair queried why the full year forecast appeared to be tracking the budget.  He further asked whether the College had recognised the changes to the financial environment – advice from the AoC regarding reductions in future funding and the new loan repayment agreement with Abbey - which had both occurred since the budget had been approved in July as these did not appear to have been reflected in the College’s thinking.  He also commented that there was a negligible cash contribution being generated.   He questioned whether the College would prepare and plan ahead in the light of the future decrease in income.  Answering a Member’s question, the Finance Director confirmed that the bank loan repayments were accounted for in the forecast.
The Principal reported that the College was over achieving its target student numbers and will be bidding for 30 additional funded students for the next year. He also explained that the budget for next year was being built using this year’s income figures as there would be no increase in student funding. The College had already increased its income by 11% in the current year. The Principal assured the Committee that a deficit budget will not be presented to the Corporation and that the College’s capability to plan successfully has been demonstrated by the planned increase in teaching staff this year to accommodate the increase in students. He assured the Committee that the College will maintain and improve quality, and be mindful of cash flow and loan repayments. The Principal assured the Committee also that budget holders are aware of the College’s financial situation.
It was noted that any staffing matters would be put to the Quality Committee to consider the impact on quality.  
The Principal reported that discussions by the Executive team regarding the current year’s budget had taken place since the papers were circulated and cost reductions identified. A further mid-year review would take place in January at which it was likely that further areas of potential underspend would be identified. The Committee Chair felt that there were soft areas of expenditure, and wasteful areas of expenditure which needed to be reviewed.
There was discussion as to whether the IB Course was sustainable in the short and long term. The Principal explained that this would be part of the curriculum review to take place in January 2010. The Chair emphasised the need for strict controls on expenditure and the need to ensure that funding was not wasted. He felt a more cautious approach was necessary with clear strategic priorities identified.  Next year’s approach would need to be even more rigorous. 

The Finance Director tabled a revised forecast showing reduced expenditure of £66,000 in non-pay costs.   She explained that the capital overspend on some items would be financed by limiting expenditure in other areas of the capital budget.
The Finance Director suggested a zero based budget approach for next year to replace the current practice of budgeting based upon the previous year’s budget. One Member suggested that the newly purchased and refurbished house would need to be considered in relation to next year. He also asked whether budget management was part of the appraisal of budget holders.  The Committee asked the College to develop priorities in the budget over the next month in order to agree the basis for next year’s budget.
The Committee welcomed the revised forecast which showed a reduction in the current year.  It did not accept the original end of year forecast in the report as the basis for the expenditure for the remainder of the year and asked the Principal to produce a revised budget for the current financial year for approval by the Corporation at its meeting on 16th December.
The Committee requested the Chair to establish a monitoring group of governors to review the Management Accounts monthly.

The Committee RECEIVED the report.

	PGW



	F/09/35
	Outline Financial Planning 2010/11

Paper: Initial Draft Budget 2010/11

Tabled papers: outline draft budgets 2 and 3 

The Finance Director presented some very preliminary outline budgets for 2010-11, as the basis for discussion. 
The first illustration assumed funding at the same rate as the current year, with a 1% increase in salaries as well as the increases which arise from the incremental points on salary scales.  Allowances had been made for further increases in pension contributions and NI contributions, and other cost reductions were included.  Morland House had been retained.  The Financial Director indicated that this would lead to a deficit of £213,000 which was unacceptable.
The Finance Director presented 2 further versions of the illustrative budget.  The second showed the effect of a 0% pay increase, but with incremental pay increases for teaching staff on points 1-6 only.   The third illustration showed the reductions that would be necessary to generate significant cash reserves and finance capital expenditure.  She highlighted that these illustrations were from an ideal financial perspective that did not take into account priorities.

The Committee Chair thanked the Finance Director for these helpful illustrations.  The meeting agreed that the illustrative budgets showed clearly that difficult decisions would have to made affecting all areas of expenditure across the College.   The Chair commented that the Committee would need to return to these issues next term during the planning and preparation of next year’s budget.  

The Committee RECEIVED the report.
	RMH  

	F/09/36
	Evaluation of Meeting

Paper:  Evaluation of Corporation Meetings

1.  In accordance with Instrument of Government 12 (2), was written notice of the meeting and a copy of the agenda sent to you at least seven clear days in advance of the meeting?





                           YES    

2.  Were the agenda papers written with clarity? 
                                          YES

3.  Was sufficient time available for thorough debate?

              YES

4.  Was too much time spent debating a particular issue?

              NO

5.  Were you satisfied that the decisions arrived at were sound?
              YES

6.  Were you encouraged to express your views openly?

              YES

7.  Were the minutes and recommendations of the Committee clear?
YES


No additional comments were made.

No additional comments were made.

Planning and monitoring to ensure most effective use of College’s current and anticipated financial resources.

Securing the financial solvency of the College and safeguarding its assets.

Ensuring the adequacy of the College’s estate and accommodation.

Monitor and evaluate the performance of this Committee.

All of the above functions were discussed and fulfilled effectively.


	


The meeting ended at 8.45 p.m.

 Chair _________________________   Date _______________________
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