
HAVERING SIXTH FORM COLLEGE

MINUTES OF THE MEETING OF THE FINANCE COMMITTEE
held on Thursday 17th March 2011 at 6:45 p.m.

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

In attendance:		Cedric Hendricks	Corporation Vice Chair
				Maria Jorysz		Finance Director
Paul Nutter	Assistant Principal (Curriculum and Workforce   Development) 
Roger Hawkins		Clerk
Jennifer Raja		Payroll Administrator
				
Apologies:			Ann Brown for late attendance


In the Chair:			Geoff Smith

	F/11/01
	Declarations of Interest
There were no declarations of interest

	

	F/11/02
	Minutes of the meeting held on 7th December 2010
The minutes were approved.
	



	F/11/03
	Matters Arising
There were no matters arising.
	


	F/11/04
	 Quarterly Management Report and Accounts for the quarter ended 31st January 2011

Paper: Management Report and Accounts for Month 6: January 2011-03-20

With reference to the income and expenditure account and focusing on the end of year forecast,  the Finance Director highlighted the following:

· The forecast of £88,000 income over budget was mainly due to additional ‘other grants’ income,  but approximately £50,000 of this would be expended  in curriculum provision  as reflected in the projected overspend. 

· Initially there was a slight increase in teaching FTE staff which was financed from the contingency budget; however the number of successful PSP and Management Range applications was lower than budgeted for.

· Replacement cover for staff leaving prior to the end of the year was only required until May 2011 resulting in two months of salary savings.  A leaver from support staff had not been replaced. 

· Some contingency has been released for use in support staff cover, which is possible at this point in the year when expenditure is more certain.

· Overall, this resulted in a forecast under spend on the salaries budget of £120,000

In response to questioning, the Finance Director confirmed that a provision for up to a1% pay rise for teaching staff has been incorporated into the salaries budget. 

The Finance Director explained that the computer learning resources budget was very ‘tight’ and likely to be overspent by £10,000, with nothing remaining in this budget for any additional essential work.  She added that the Resource Centre budget will be affected by the new Reprographics contract with Annodata but the forecast was difficult to predict with the current uncertainties surrounding the copying contracts.  

Thus, the current forecast for the year end was a favourable variance of £257,000 approximately on the budgeted surplus.  

Responding to a Member’s question the Finance Director explained that the current level of overspend in Exam Fees was due to the varying payment pattern throughout the year. She confirmed that the budget for Exam Fees was a best estimate based on the expenditure in the previous year.  She concluded that the operating surplus forecast for the year is currently £546,788.

With reference to the capital expenditure budget, the Finance Director highlighted that as requested by the Committee there is no contingency in the capital budget. She reported that the cost of the summer essential works was close to the budget and that a small budget available for refectory equipment may not be required.

She explained that the expenditure under the CIS software budget was due to the development of the Sharepoint intranet site, and anticipated the remaining budget would be spent.  The unspent budget for the refurbishment of the sports hall toilets had not been made available as a contingency in the capital budget.

The Finance Director requested approval for additional but unexpected capital expenditure on the door entry and security system.  The Committee was informed that there are currently two types of entry system in use concurrently because the newer IPS system had been installed in part, and that it was no longer possible to maintain the older system which was breaking down as replacement parts were no longer available.   An additional £33,000 to the current capital expenditure budget was being requested for the necessary installation of the newer IPS system in full in order to secure the building.  She confirmed that this £33,000 cost was inclusive of VAT.

Responding to a member’s question, the Finance Director explained that competitive quotes had been obtained for the supply of the equipment to IPS but that only IPS could supply the software that is currently in use by the College.  The Committee accepted that the College would have to contract with IPS because it alone could supply the software.

The Corporation Vice Chair questioned why this necessary work was not included in the original capital expenditure budget. The Director of IT Services informed the Committee that the older system had only recently started to fail.  He highlighted that the IPS system had the advantage of being able to monitor entry and exit of personnel in all areas.  The Finance Director explained that the College had hoped to maintain the old system for this financial year and complete the installation of the newer IPS system in the following year.

The Principal questioned whether this proposal was in fact a variation to the budget requiring Corporation approval or an overspend in the already approved budget. The Clerk recommended that the proposal be approved by the Corporation.

The Finance Director explained that the forecast for the income and expenditure account was based upon a detailed salary analysis.  There were no questions relating to the salaries analysis, balance sheet or cash position.

With reference to the cash flow forecast for the twelve months ending 31st January 2012, the Finance Director reported that March is always the lowest point in the funding cycle and that there is an improvement in the position this year, due to the surplus being generated this year.   Changes to the payment profile will be implemented next year in order to address the low point in March. 
  
Responding to a member’s question, the Finance Director confirmed that there will be new national funding for sixth form colleges towards buildings maintenance, based on the number of students enrolled at the college.  In response to another question, she explained that the higher payments in computer learning resources for the months of July and August are due to the cost of leases for Dell and Apple computers.

One member commented that the cash flow position was better than expected, whilst another asked whether those teachers unsuccessful this year with PSP and Management Range applications, would successfully reapply for their payment to be effective from the beginning of the year, and therefore reduce the contingency. The Principal explained that those that fail the application process usually do so because they do not have the required data at the time; they reapply when the data becomes available.

In response to a question the Finance Director explained that although the capital element of the bank loan repayment is fixed, the interest is variable.

The Committee RECEIVED the report, and agreed to RECOMMEND to the Corporation that it approves the addition of £33,000 to the current year’s capital budget for essential work to the door entry security system. 

	


	
	
An item of any other business was discussed at this point in the meeting and this is recorded as minute F/11/14 below.
	



	F/11/05
	 Reprographics Contract

The Finance Director reported that the new Annodata multifunction devices and printers have been installed but that the previous ASL devices were still on site.  She explained that there is a delay in the final settlement.   Although there is an agreed outstanding liability of £231,000 protracted negotiations are in progress to reduce it; a reduction below a settlement figure of £190,000 would benefit both the College and Annodata. 

The Finance Director explained that Annodata will receive a share in any reduction in the settlement figure.  The Committee is aware that this negotiation has taken up much more time than was anticipated but hopes that a final settlement of all the remaining issues with ASL and Annodata are resolved shortly.   

The Committee RECEIVED the report.

	

	F/11/06
	Financial Outlook 2011/12
Paper: Illustrative Cash Projections with increasing student numbers and with student growth in 2011/12 only.

The Finance Director emphasised that the paper was not a budget but was illustrating possible financial scenarios over the next 4 year period.  She highlighted the main assumptions: increasing funded students to maintain constant income levels; a freeze on pay, PSP and Management payments and support staff pay increments, a 3% inflation rate, an increase in variable costs resulting from increased student numbers; and other costs including the premises cost to release learning resources for a science classroom.  She emphasised that the projections would have to be refined to reach an acceptable financial position. 

 The figures showed two scenarios: 
· first, increasing student numbers each year for the period up to 2,750 thus maintaining income at the current level over the period, and 
· secondly, increasing student numbers to maximum of 2550 in 2011-2012 with the associated funding being received the following year. 

In response to questioning the Finance Director explained that the College hoped that the capital buildings grant would continue after 2011-12 but that this was not yet clear. The College was about to submit a bid for a £900,000 building grant from the YPLA.   She explained that priority for the grant is being given to buildings in greatest need of maintenance. The grant awards would be announced in April 2011 for completion of work by the end of March 2012.

The Corporation Chair asked when grant payments would be made. The Finance Director believed that invoices would be required before making a claim and advised the Committee that the College is restricted to completing any refurbishment work during the summer break.  The Principal suggested that some funding grant may be received before work is completed.

The Finance Director highlighted the 3 year plan to remodel the learner services area, to carry out essential work to the heating system, to replace windows in the Dury Falls building and to refurbish the roof of the International Building, adding that the updating of IT cabling needed to be completed also.

Another Member expressed his deep concern about the potential impact on quality that such a student expansion would have, falling initially on the lower sixth.  The Principal explained that the projection was not a strategy but a scenario and stated that there would still need to be reductions in salary and non-pay expenditure.  He added that the proposal is to increase student numbers for one year initially and monitor the effects.

The Member highlighted also the potential impact on students from this borough as it was envisaged that most of the additional students would come from outside the borough. The Principal clarified that it was not the intention to increase class sizes to accommodate the extra students but to extend the utilisation of the building and College opening hours, and he added that the current model of teaching would not be sustainable.  

A Member stated his concern that the proposal to increase student number to 2550 had not been approved by the Corporation.  The Principal was under the impression that it had been agreed. The Committee agreed that approval had been implicit.  

One Member advised that on-going expansion was not sustainable in the long term and if a maximum enrolment of 2550 students were to be adopted, salary costs would need to be brought down to a sustainable level. The Principal informed the meeting that the unions were in receipt of the scenarios, highlighting an approach of working with existing staff to educate more students. . 

The Committee Chair commented that it is impracticable to increase student numbers by four hundred, given the size and current state of the College buildings.   He felt that the projection showing a student increase in 2011-12 only was the more practicable, subject to a different approach to costs.  The increase in the current year of a small number of unfunded additional students led to most of the associated increased funding already being used in increased salary costs. 

The Committee Chair suggested that non-pay expenditure could be reduced by putting pressure on suppliers to negotiate best price. The Principal reported that the OCR’s Chief Executive had agreed to reduce exam fees by 12% as part of a consortium arrangement.   The Chair highlighted the need to continue to focus on cash generation. 

The Principal reiterated that the projections were very early indications of scenarios and reminded the Committee that the College had never presented a deficit budget. He added that the Key Performance Indicators were in place and that the College had to look to improve efficiency in teaching and learning practices in light of the 14% cut in funding.

One member stated that with a long term trend in cuts to come the College must produce a policy that will be sustainable in the long term.   He emphasised that the College must not plan on the assumption that there will be improvement in funding in the future.   The Committee Chair stressed that it was important to have an open discussion with staff and that the College’s objective is to reach a sustainable position.

The Committee agreed that the current proposal of increasing students and monitoring effects, allowed time to plan. The Principal confirmed that the College had already put in place a cost reduction plan (the nine point plan) and that redundancy is an option in that plan.

The Clerk reminded the Committee that the increase in student number to 2550 is included in the College’s nine point plan which is to be considered for approval by the Corporation on 7th April 2011. 

In order that building works could be planned for the summer vacation, proposals for next year’s capital budget could be considered at the April meeting of the Corporation.

The Committee RECEIVED the report.
	

	F/11/07
	Review of Financial Regulations
Paper: Revised Financial Regulations

The Finance Director reported that this is a two yearly review of the regulations.  She highlighted that a regulation had been added regarding multiple, cumulative contracts.

The Finance Director summarised the changes made in the regulations highlighting the following:

· Under 4.6 (c), an additional regulation had been added to state that debts in excess of £10,000 should be written off only with the authority of the Finance Committee.
· Under 5.0 the definition of value had been added to encompass multiple, cumulative contracts.
· The financial value of a contract at which tendering becomes a requirement for the procurement process had been reduced to 0.5% of the main recurrent funding grant. 
· Reference to the London Borough of Havering tendering procedure had been included because it was used in relation to the procurement for some building refurbishment contracts. 
· A new regulation 5.9 has been added to bring the expenses of governors in line with the existing regulations for staff including management. 
·  7.3 had been clarified such that a person who generates a cheque cannot be an authorised signatory on the cheque. 
·  The revision to 7.4.3 would bring consistency between the levels of authorisation for electronic transfer of funds and forms of payment. 
·  Changes to 7.7 would clarify that setting up of a new bank account can only be authorised by the Principal and Chief Executive or the Corporation Chair. 
· Changes to 8.1.3 specifying that payment by electronic transactions are subject to the authorisation levels as in 7.4.2. 
·  The revised 9.9 stipulated that staff expense claims shall be paid only if they satisfy the requirements of the relevant policies and procedures.

The Committee Chair observed that not all the suggestions for amendments to the regulations made at the last Committee meeting had been adopted. The Finance Director responded that the suggestions in question had been specific to the excess cost of the ASL reprographics contract, stating that the revisions that had been made would help to reduce significantly the risk of similar difficulties.   Following discussion, it was agreed that a regulation should be added to specify the authorised signatories for the execution of contracts and that an appropriate section be added to the Financial Procedures to include guidance on, and regulation of, the signing of contract documents.

The Committee RECOMMENDS that the revised financial regulation be approved by the Corporation.

	



































MTJ

	F/11/08
	Review of Investment Policy
Paper: Revised Investment Policy

The Finance Director explained this policy is due for review every five years but that the Committee can review it earlier as required.  The Committee reviewed the institutions that the College is permitted to invest with, and one member observed that the Co-operative bank was not included.  The text relating to levels of authorisation for investment decisions had been revised to ensure it was sufficiently comprehensive.

The Committee requested the Investment Policy be amended to include the Co-operative Bank and RECOMMENDS it be approved by the Corporation for a period of five years. 



	













	F/11/09
	Review of Catering Contract

The Principal informed the Committed that the catering contract will be tendered in the next academic year for commencement in September 2011.  He reported that there had been an addendum to the current contract with catering company Pabulum and that the company was operating a new business plan.  He explained that Pabulum was struggling and that there had been some restructuring of personnel.   The College was not entirely satisfied with the service. The Principal informed the Committee that the College would pursue collaboration with East London Consortium in order to procure its catering service.

A staff governor commented that the existing service from Pabulum was not satisfactory. The Principal reported that there is a new Pabulum Catering Manager at the College and that the situation would be monitored, adding that a contract meeting is to take place within two weeks.

The Committee RECEIVED the report.

	

	F/11/10
	Review of Committee’s terms of reference
Paper: Finance Committee Terms of Reference

The Clerk outlined rationale for the changes to the Terms of Reference highlighting that the Financial Objectives, Financial Regulations, Investments and Loans and Tuition and Other Fees policies remained under the approval of the Corporation. He added that the Health and Safety policy had been added to the list of policies that the Finance Committee has authority to approve on behalf of the Corporation.

It was observed that Financial Regulations was also listed in error as approvable by the Committee and should be removed.

The Committee RECOMMENDS the revised Terms of Reference for approval by the Corporation subject to the changes outlined.

	











Clerk

	F/11/11

	Any Other Business – Proposal for a New College Portal
Tabled Paper: Campus EAI Grant Package

The Principal informed the Committee that the Executive propose to implement a new College Portal for its IT system under a five year contract at a cost of £18,000 per year.   The terms of the contract documents were being reviewed by Eversheds including whether the currency exchange rate from US Dollar currency to Pound Sterling will be fixed for the duration of the contract.

The Principal explained that as the first payment on this contract fee would be due within the next College financial year, he felt it appropriate that the revised financial regulations which were expected to be approved at the next Corporation meeting, should apply which require the approval of the proposal by the Finance Committee.  He assured the Committee that the key performance indicators will be maintained when this cost is added to the budget.

The Director of IT Services gave a presentation of the portal system Campus EAI highlighting the benefits it offered and the improvements to the current college system.  It is used by 250 institutions in over 10 countries and that this figure was increasing rapidly. The system was initially used by Universities and the aggregated cost of individual systems offering the same individual functions will be greater than the cost of Campus EAI.

The Director of IT Services informed the Committee that the grant acceptance deadline was Monday 21st March 201 but the Principal clarified that the contract terms would not be finalised by that date.   He was seeking the approval for the proposal was required at this stage. 

The grant package was passed around for the Committee members to see.  A member questioned why this apparently large grant was being given and queried its true monetary value. The Director of IT Services explained that the grant covers the use of their infrastructure and confirmed that the College was not currently using the same individual functions at the greater cost (apart from SMS). 

The Principal emphasized the this proposal is supportive of the strategy to improve service by allowing all of the College systems to be accessible through one integrated portal,  reducing the need for a fixed desk or office space, and enabling more working from home. 

In answer to a member’s question, the Director of IT Services explained that the efficiency saving would be in staff time that could be used for other essential work. He commented also that the efficiency of the proposed system will be beneficial if the College is to increase the number of students. He added that the portal will be fully maintained by the host twenty four hours a day and seven days a week.

One Member emphasised the need to know the monetary value of the savings.  The Principal questioned this scrutiny in light of the approval of the expenditure on the security system [minute F/11/04].   The Member commented that the security system was essential work and that the implementation of a College portal was optional. 

The Principal explained that the benefits of this proposal are wide in that the College will have a single location for learning and that efficiency would be improved. He highlighted that the cost would be a comparatively small spend and that the contract was undergoing legal checks. He added that the College may end up accumulating an expensive and cumbersome system.

Responding to the Committee Chair, it was confirmed that the cost had the potential to increase by approximately 7% per annum after the five year contract period, subject to a maximum limit. .A staff governor suggested that there may be savings from the development costs of the current Sharepoint College portal. 

The Corporation Chair explained that the contract must be under British law to prevent the contract from being out of the jurisdiction of British courts in the event of a dispute. The Principal confirmed that Eversheds was investigating this.

The Corporation Vice Chair observed that the proposed system was good but not unique, adding that although the cost of £18,000 per year was small he was not persuaded to approve the proposal without any corresponding savings being shown. The Principal confirmed that the monetary saving had not been explored fully.   He highlighted the impact of an increase in student numbers on the IT department and that there is already a cost to the College for the hosting of the current website. 

The Committee agreed that the list savings should be emailed to the Committee Chair.

The Committee RESOLVED that its power of approval should be delegated to the Committee Chair in relation to the EAI proposal. 

	

	F/11/12.
	Evaluation of meeting
Paper:  Evaluation of Corporation Committee  Meetings

1.  In accordance with Instrument of Government 12 (2), were 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 clear?   		         	 YES

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.

	

	F/11/13
	Date of next meeting
Members noted that the date of the next meeting is Monday 4th July 2011
	


The meeting ended at 9.00 p.m.          


Chair __________________________    	Date _______________________

                       				R Hawkins 26th March 2011
1

