
HAVERING SIXTH FORM COLLEGE

MINUTES OF THE MEETING OF THE FINANCE COMMITTEE

held on Tuesday 7th December 2010 at 6:05 p.m.

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

Cedric Hendricks
Governor




Maria Jorysz

Finance Director
Paul Nutter
Assistant Principal (Curriculum and Workforce   Development) 
Roger Hawkins

Clerk

In the Chair:


Geoff Smith


	F/10/29
	Declarations of Interest

No declarations were made.


	

	F/10/30
	Minutes of the meeting held on 28th June 2010
The minutes were approved.


	

	F/10/31
	Matters Arising

There were no matters arising.
	

	F/10/32
	2009/10 End of Year Management Accounts
Paper: Management Report and Accounts Month 12 :July 2010

The Finance Director explained that the surplus in the income and expenditure account of £253,000 exceeded the budget mainly due to unbudgeted additional income and the reductions in expenditure.    Her report accompanying the Financial Statements (agenda item 7) showed how the different surplus in the Financial Statements was derived.   
	

	(Rodney Eborn joined the meeting at 6.08 pm.)



	
	One member suggested that since the 2010-2011 budget had been based on the forecasted out-turn for 2009-10 at the time the budget was being finalized, the current year’s budget provided for expenditure which exceeded the actual level of expenditure in the previous year, by some £70,000.  It was agreed that his suggestion to re-visit the current year’s budget for non-pay expenditure should be considered in conjunction with the review of the October management accounts (item 8). 

The Committee RECEIVED the report
	

	F/10/33
	FRS 17 Local Government Pension Scheme Actuarial Assumptions
Papers: Email from Paul Trueman commenting on Actuarial  Valuation report from Hymans Robertson; the Actuary’s covering report and the actuarial results for the College.

The Finance Director explained that the report had been considered by the Steering Committee earlier in the term and that that Committee recommended to the Finance Committee that the assumptions made by the actuary were a reasonable basis for calculating the FRS 17 liability in the preparation of the Financial Statements for the Financial Year 2009-10.  
	

	(Keith Darvill joined the meeting at 6.12 pm.)

	
	Paul Trueman advised the Committee that it was his view that the improvement in the College’s position was largely due to changes in Gilt values, a different method for calculating cash yields and property from the previous actuaries and the change in the assumption consequential upon moving from RPI to CPI linking.

The Committee RECOMMENDS that the Corporation accepts the assumptions made by the actuary were reasonable for the calculation of the FRS 17 liability to be applied in the Financial Statements for the year ended 31st July 2010
	

	F/10/34
	Draft Financial Statements for the year ended 31 July 2010 and Management Letters for the Financial  Statements and Regularity Audits.
Papers: Reconciliation between the July Management Accounts and the draft Financial Statements; draft Financial Statements ;draft Management Letters 

Referring to her reconciliation statement, the Finance Director explained the adjustments which reduced the overall operating surplus in the Management Accounts of £317,000 (prior to property related transactions)to £296,000, which is the basis of the surplus reported in the Financial Statements prior to accounting for FRS 17 transactions ie the true operating surplus.   FRS 17 adjustments and ‘below the line’ adjustments relating to the final building project costs and loss of value on the purchase and sale of the house, reduced this figure to £36,000 as the surplus in the Financial Statements.

She pointed out that the appropriate comparison was the operating surplus of £296,000 compared to the previous year of £207,000, an increase of £90,000 on the prior year.  This comparison was set out on page 2 of the Management Letter.   The FRS 17 adjustments had much greater impact on the surplus than in previous years, so that the surplus after FRS adjustments for 2009-10 was only £5,000 more than the prior year.   She emphasized that the key comparison was the one which excluded FRS 17adjustments, ie £296, 000 compared to the prior year of £207,000.   The changes on the Balance Sheet compared to the prior year related mainly to the outstanding bank loan, and the changes to the FRS 17 liability being reflected on the Balance Sheet.  
One member suggested that a better treatment of the reduction in the value of the house would be through note 23 to the Accounts rather than on the face of the accounts.   The Committee requested the Finance Director to request the Auditors to agree this amendment to the draft Financial Statements.   
The Committee reviewed data for 2008-09 in the appendices of the management letter, which compared the College with other sixth form colleges.  
The Committee RECOMMENDS that the Corporation accepts the Management Letters and approves the Financial Statements for 2009-10. 
	MTJ

	F/10/35
	Quarterly Management Report and Accounts for the quarter ended 31st October 2010
Papers: Management Report and Accounts for Month 3: October 2010.
Introducing her report, the Finance Director explained that the higher than budgeted income in the first quarter was due to additional non-YPLA grant income, most of which, such as Diploma support, was carried forward from the previous year.   Most of this grant would be used for additional expenditure, with the exception of a small proportion to be set against staffing costs.

Additional staff costs resulting from the need to staff extra classes after enrolment of additional students, had been financed from staff contingency with a resulting additional commitment for the year of some £43,000. 
The monies to fund the anticipated pay rise, yet to be agreed nationally, had been accrued. The favourable salaries’ variance for the first quarter arose from PSP applications which were being assessed during the autumn term.   This money had not been accrued as the outcome of the applications was not certain. 
The Chair asked what proportion of the income from the additional students had been expended on additional staff costs.   The Principal explained that in the year of recruitment, students in excess of the funded target number attracted no additional income, but they are consolidated in the following year’s funded numbers. Nevertheless, the proportion of funding body grant being spent on salaries is within the College target limit of 71%.  

The Finance Director stated that it was unlikely that the remainder of the contingency would be needed unless there were significant long term absences.   In response to a member’s comment she explained that the use of contingency was recorded on the contingency line whilst the actual expenditure was still shown on the relevant line, so that budget overspends were clearly visible.   She explained that the non-use of contingency for non-pay expenditure in the first quarter was reflected in the forecast of a £20,000 contingency underspend for the year end.

In respect of the current pay negotiations, the Principal reported that, against the College budgeted maximum of 1%, the support staff unions would be recommending the acceptance of a 0.75% increase to their members, whilst the teaching unions would be balloting their members on a similar offer.

The Finance Director explained the variances in the non-pay expenditure against budget, resulting in the current favourable variance for non- pay expenditure.   Her view was that the Examinations budget for entry fees was likely to be underspent.    One member stated  that it would most helpful if the forecast could show the best realistic estimate of the year end out-turn, bearing in mind the actual out-turn for cost centres in the previous year, and indicated the possibility of re-visiting the cost centre budgets to examine whether the budget when compared to the previous year’s outturn was more than was needed.  The Finance Director explained that although the setting of the budget for 2010-11 made references to the prior year forecast expenditure, more emphasis was given to factors specific to 2010/11.  
With reference to the forecast the Finance Director stated that whilst there would be a saving resulting from the new telephone contract other areas of expenditure, such as premises maintenance, software licences and energy, had little scope for savings.  The key issue expressed by one member was whether the College was getting value for money.   
In reviewing the capital budget, the Finance Director reported that expenditure actual and committed was consistent with the budget.  Answering a Member’s question, the Principal stated that the new computer infrastructure appeared to be working as the College wished, but it had only been operational since half term.  No problems or log-in delays had been reported.   Additional cabling may be required for Dury Falls in the next budget round to enable optimum use of the enhanced system, but additional access points were now available and no student complaints had been received regarding difficulties of accessing computers, whereas there had been several in the previous year.   
The current balance sheet showed a much higher level of creditors than at the end of the previous year, mainly due to the expenditure commitment for the computer infrastructure.    The cash being held for this payment also distorted the ratios.  The higher level of periodic grant payments in the early part of the financial year, also contributed to the College currently being comparatively cash rich.    Referring to her report, the Finance Director explained the movements in cash and the table which reconciled income and expenditure to cash.
She reviewed the cash flow forecast for the 12 months ending 31st October 2011, reminding members of their requirement that the College should not spend more cash than it generated in any one year.  She highlighted for members that the predicted cash reserves for March 2011, the lowest point of the year, were £0.5m better than the previous year, with increased quarterly loan repayments of £81,000 in the current year.       

The Committee RECEIVED the report.

	

	F/10/36
	ASL Contract
The Principal outlined the current unsatisfactory contractual position with ASL, the current copier service provider.   A series of lease and service contracts had been entered into with ASL, the previous supplier, over a period of some 14 months, resulting in a minimum contractual commitment of £33,000 per quarter.   The contracts were inappropriate for the needs of the College and negotiations had taken place with ASL to replace them prior to the end of the contracted period, which would include a reduction in the financial commitment.  Three other companies had been invited to submit quotations.  ASL had offered a revised quarterly payment for a new 3 year contract of £18900 together with a cash rebate of £22,000.    Annodata, the Borough’s approved supplier had offered a 5 year contract at £15880, per quarter, but the Principal felt that a 5 year commitment was not in the best interests of the College as prices were expected to fall further.  He was expecting to meet with ASL again to secure an improved offer.    The revised contractual arrangements with ASL comprised a rental agreement for the equipment with Siemens Financial Services, and a support and service contract with ASL.  The Finance Director had requested further information from ASL including the contact details for the representative of Siemens FS so that independent checks could be made.
The Committee discussed whether the Financial Regulations were sufficiently robust to cover the College entering a series of overlapping multiple contracts at different times with the same supplier leading to a significant financial commitment for a period of years.   The Finance Director agreed to present amended draft regulations for the Committee to consider at its next meeting.  
It was AGREED that the Principal would present a report to the Corporation at its meeting on 16th December setting out a range of options, with a recommendation to the Corporation for the approval of revised contractual arrangements for the supply of photocopying services. 
The Committee RECEIVED the report.


	MTJ

PGW

	F/10/37
	Financial outlook 2011-2012
Papers: Cash projections 2011-12 and 2012/13

The Finance Director explained that her paper was the first tentative plan for the next two financial years with 3 projections based on different funding levels based on national reductions of 1%, 2% and 3% together with anticipated variations to the College’s provider factor and the SLN ratio.  She pointed out that the income predictions were based on a growth in funded student numbers to 2550 in 2012-13.   The Principal explained that staffing resources would be available from the closure of the IB course together with the ending of a very few non-funded qualifications.   It was anticipated that the additional 180 students would be recruited to the Science area where the college was currently not able to meet the demand for places from good applicants who were from outside the Borough.  It was recognised that this expansion would require additional resources being allocated to this curriculum area. 
The projections showed that the College would be able to maintain a positive cash balance at March each year even for the 3% reduction.   The Committee discussed the need for longer term planning to cover the eventuality of the reductions in funding exceeding 3%, against the difficulty of late information as to the final funding levels.    The Principal reported that the ‘9 point plan’ for cost reductions had been revised.   

The Chair welcomed this early indicative planning which the Committee had found helpful.
The Committee RECEIVED the report.

The Finance Director circulated copies of the letter from the YPLA informing the College that the Financial Health Grade for the College based on the financial plan for 2010 -2013  was ‘Outstanding’ up  to the end of 2011-12 with a decline to ’Good’ in 2012-2013.  
	

	F/10/38
	Evaluation of meeting
Paper:  Evaluation of Corporation Committee  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 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/10/39
	Date of next meeting
Members noted that the date of the next meeting is Thursday 17th March 2011
	


The meeting ended at 8.00 p.m.          
Chair __________________________     Date _______________________
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