THE SIXTH FORM COLLEGE FARNBOROUGH

MINUTES OF THE POLICY AND RESOURCES COMMITTEE

TUESDAY 25 NOVEMBER 2008
The meeting opened at 5.00 p.m.
P 08/40  Apologies

Andrew Needham
Members Present

William Bagnall (Chair), Andrew Annette, James Bacon, Theo McCusker, Linda Montgomery, John Guy OBE
Clerk
Richard Compton

In Attendance

 Gordon Dodds
P 08/41  Minutes of 25 September 2008 meeting

The minutes were agreed and signed by the Chair.
P 08/42 Matters Arising  
(a)
Approvals/endorsements by the Corporation, 6 October 2008
(i)
Phase 6 revised cashflow forecasts and financing package
P 08/34
(ii)
Draft statutory accounts, 2007/08




P 08/35
(iii)
July, August and September 2008 finance and management reports
P 08/36(c),(d),(e)
(b)
2008 pay settlements
Acting under delegated authority, the Principal had implemented the 2008 teaching and support staff settlements.
The Principal reported on the ballot for industrial action which was to have been undertaken by the NUT, and the union’s subsequent decision to withdraw it.  His view, in discussion with the Chair, had been that it was not acceptable to offer unilaterally to renegotiate a 2008 settlement already ratified by the teaching unions.
The Chair welcomed confirmation that that the prospect of industrial action, possibly based on a misinterpretation of the negotiating processes for sixth form colleges, had been averted.  The College had always benefited from very positive and co-operative relations with its teaching and support staff, as demonstrated by the Farnborough pay supplement which recognized excellent service.  As an independent corporation paying above the rate recommended by the SFCF, the College had demonstrated its independence; in employment legislation, it had no formal relationship with any other secondary employer or College.
P 08/43  Chair’s Business
(a)
Association of Colleges Conference, Birmingham, November 2008 
The Chair and Dr. Guy reported on a successful conference.  It had provided good opportunities for networking and useful breakout sessions as well as the plenaries.  Speakers had included John Denham, Secretary of State at DIUS, and his Shadow, David Willetts.  

There was serious concern about the impact of the proposed changes in the Machinery of Government, particularly the transfer of responsibility for financial provision, on the FE sector.  Departmental guidance remained opaque.
P 08/44  Accommodation Strategy – Phase 6

(a)
Construction

Linda Montgomery reported on developments.
Bowen plc had reported that the work was progressing well on site, with the completion date remaining 10 July 2009.  Their independent safety advisers, Worksafe, had audited the site in October and issued a very good report.
(b)
Cashflow

Gordon Dodds commented on the summary document, Strategic cashflow to 2014, and the detailed figures at 30.9.08 revised 24.10.08, circulated with the agenda.  This cashflow forecast had been endorsed by the Estates Committee at its 3 November meeting.  
A meeting with Lloyds TSB on 23 October had led to the negotiation of a further revised financial package, consisting of a combination of a provisional bank loan of £1.75m and an overdraft of £1.75m.  This was intended to produce an even more flexible and prudential approach to ensuring a positive cashflow, liquidity, and achievement of the required capital finance ratios.  
The proposal had been commended by the Estates Committee at its 3 November meeting.

DECISION
The Committee endorsed the revised cashflow forecasts and the further revised financing package, negotiated with the bank, of a £1.75m loan and £1.75m overdraft.
(c)
Bank documentation
Gordon Dodds briefed the Committee on the bank documentation from Lloyds TSB (circulated with the agenda) pertaining to the proposed overdraft and loan facilities.  These documents would require formal approval by the Corporation.

In response to the Chair, Gordon Dodds confirmed that the covenants listed in para. 7.2 of the bank’s 13 November 2008 letter could be invoked only in the event of the borrower incurring a very substantial operating loss over one or more years.
DECISION
The Committee recommended that Governors approve formal resolutions for the both the loan and the overdraft facilities proposed by Lloyd TSB bank.
P 08/45  Annual Report and Statutory Accounts, 2007/08

The Committee received and considered the Corporation members’ report accompanying the accounts, the statements of corporate governance and members’ responsibilities, and the 2007/08 accounts which had been considered by the Audit Committee at its 17 November meeting.
The Audit Committee had also commended the External Auditor’s report to the Corporation.

Dr. Guy commented on salient features of the Corporation members’ report.  The introductory sections covered the College’s legal status, mission, implementation of its Development Plan, financial objectives and  performance indicators.  The overview of the financial position was succeeded by a commentary on current and future development and performance, including trends in student numbers.  
The report contained a new section on major risks and uncertainties drawn from the updated Strategic Risk Register.  The listing of Corporation members would be adjusted to include recent appointees.  The report provided a thorough review of the College’s effectiveness.
Dr. Guy commented on the content of the statements of corporate governance and members’ responsibilities.
He gave an illustrated presentation on the 2007/08 College accounts containing comparisons with the previous year and forward projections of income and expenditure streams from 2007/08.  
The comparisons indicated a 9.4% increase in LSC income over 2006/7, due primarily to first year students who were unfunded 2006/07 being funded for their second year studies in 2007/08.  The 8.8% increase in staff costs reflect the higher student intake.  Premises costs had been managed down.
A disturbing feature of the forward projection was the absence of any inflation element for 2009/10 because of the transitional protection applied in 2008/9, which meant that increased LSC income would arise only from a higher intake of students.  Inflation cover was expected to resume in 2010/11 when the national rate per SLN would catch up to the College rate.  
DECISION
The Committee recommended for Corporation approval:
(a)
the Corporation members’ report accompanying the accounts;
(b)
the statement of corporate governance and internal control;
(c)
the statement of responsibilities of  members of the Corporation

(d)
the 2007/08 accounts.
P 08/46  Other Finance issues
(a)
October 2008 finance and management report.
Gordon Dodds summarized the contents of the October report.  There had been no substantive changes from the previously approved report.
DECISION
The Committee commended the October finance and management report for Corporation approval.
(b)
Local Government Pension Scheme (LGPS)
Gordon Dodds commented on his analysis (circulated with the agenda) of the Hampshire LGPS scheme.
The Executive Summary had noted that the College’s notional deficit had increased by £310k from £610k to £920k during 2007/08.  This was due mainly to the actuarial valuation.  Some of the deficit reflected the poor global performance of investments.  Contributions were planned to increase to correct the deficit, which was expected to increase in 2008/09.

The Committee noted the report on the Hampshire LGPS scheme and thanked Gordon Dodds for his perceptive and thorough analysis.
(c)
Capitalization
Dr. Guy confirmed that, at its 17 November meeting, the Audit Committee had approved a proposal by the External Auditor that the College should consider an increase in its capitalization limit, possibly to £5,000.  
After discussion, the Committee endorsed the External Auditor’s capitalization proposal.

The external auditor had also recommended that the College should adopt component accounting, which would enable it to capitalize items and depreciate them over a short time span.  College management had accepted the point in principle and would explore the optimum route to a practical balance with the external auditor.  
DECISION

The Committee recommended Corporation agreement to increasing as the College capitalization limit to £5,000 as proposed by the External Auditor.
(d)
LSC report on the 2008/11 financial forecasts
Gordon Dodds commented on the LSC Regional PFM Director’s letter and enclosure of 24 October. 
The College’s financial health for 2007/08 had been assessed, under the new four grade system, as Outstanding.  Annex A contained a summary of the College’s financial health in each year of the plan.  This indicated that, by the end of the Plan period, the College’s financial health would remain graded at Outstanding.  The LSC had confirmed the College’s own self-assessment.
P 08/47  Transfer of responsibilities for 16-19 funding and planning from LSC to the local authority

The Committee had received:
(a)
a report from the Director of Children’s Services in Hampshire to the Children and Young People Select Committee of the County Council on the transfer of responsibilities for 16-19 Funding and planning funding from the LSC to local authorities in 2010;

(b)
the SFCF Machinery of Government Newsletter; (Issue No.1);
(c)
the 12 November  letter from the Secretary of State, Department of Innovation, Universities and Skills, on FE institutions’ responsiveness to the current economic conditions in matters such as prompt payment of invoices. 
Dr. Guy confirmed that Hampshire County Council was proposing a post LSC sub regional group consisting of the County, Southampton and Portsmouth, the two Solent unitary authorities, and the Isle of Wight.  An analysis of cross border student flows had indicated that 12% of Surrey learners travelled to Hampshire.  It was acknowledged that there were Hampshire colleges, like Farnborough, where a high percentage of learners living in another authority’s area.
In contrast, Surrey County Council proposed to become a sub region.  Dr. Guy commented that it was most unclear how Hampshire, Surrey and the Berkshire unitary authorities, all in different sub-regions, would integrate provision and commissioning, a particularly acute  problem for the College with its very substantial cross border student flows.  
The SFCF Machinery of Government Newsletter provided briefing on various matters.  These included the complete separation of the new sixth form college sector from the schools and FE sectors, Government support for new sixth form colleges, a commissioning process that was likely to be similar to the current LSC process, and performance management of sixth form colleges by their local authorities.
The Committee thanked Dr. Guy for his full update.  It expressed serious concern about the practical implementation of the Machinery of Government changes when so much had still to be determined.  This uncertainty was likely to have particular ramifications for colleges such as Farnborough with large cross-border learner flows.
P 08/48  Risk Management

Dr. Guy introduced the updated Strategic Risk Register circulated with the agenda.
The leading, and by far the highest, current risks remained inadequate revenue funding, with indicative funding for 2009/10 containing no inflationary element, (risk score of 24), and turbulence caused by changes in the Machinery of Government (risk score of 20).  
A new risk, albeit with a current risk score of 6, was vulnerability in a steady state of student intake to their choice of subject, caused by volatile growth trends in subjects such as Maths/Sciences.  There were potential implications both for teaching staff recruitment and accommodation.
DECISION
The Committee commended the updated Strategic Risk Register for Corporation approval.

P 08/49  Corporate documents
(a)
Standing Orders and Terms of Reference

The Committee noted and endorsed the Clerk’s annual review of the Corporation and Committee Standing Orders and of the Committee Terms of Reference.  He had concluded that the present documents, approved by the Corporation at its 31 March 2008 meeting to take account of the new Instrument and Articles of Government, had already settled in well.  They should therefore continue.
(b)
Special Committee
The Committee welcomed Dr. Guy’s proposal that the Corporation should formally establish a Special Committee which would then be in place to address matters such as senior appointments and disciplinary matters.
DECISION
The Committee commissioned the Clerk to expand his Corporate documents paper to include a proposal for a Special Committee, for consideration by the Corporation at its 8 December meeting.
P 08/51  Any other business
(a)
Beacon Innovation Funding
The Committee received Nord Anglia Education Ltd’s 18 November letter to the Principal.  This confirmed that the College’s application for innovation funding for its proposal, ‘Stretch and Challenge; to demonstrate the importance of access to primary research material online to support the Extended Project as a ‘national model’, had been approved.  £32,000 had been granted in support of the project.
The Chair closed the meeting at 7.07 p.m.

ACTIONS AND DECISIONS
P08/44  Accommodation Strategy, Phase 6 
(b)
Updated cashflow forecasts and further revised financial package – endorsed

(c)
Bank documentation – resolutions for loan and overdrafts to be recommended for approval
Action:  Chair

P 08/45  Annual Report and Statutory Accounts, 2007/08 – all documents commended to Corporation

Action: Chair
P 08/46  Other finance issues
(a)
October 2008 finance and management report -  Corporation approval recommended

Action:  Chair

(c)
Increase in capitalization limit   – Corporation approval recommended

Action:  Chair
P 08/48  Risk Management - updated Strategic Risk Register commended for Corporation approval
Action:  Chair
P08/49  Corporate documents – expand paper to include  special  committee proposal
Action:  Clerk
KEY ISSUES FOR THE CORPORATION

(a)
For decision and debate
Phase 6,  further revised financing package and bank documentation
Draft annual report and statutory accounts, 2007/08

October 2008 finance and management reports
Increased capitalization limit

Changes in the machinery of government 
Strategic Risk Register

Proposal for special committee
(b)
For information and briefing

Local Government Pension Scheme

LSC report on 2008/11 financial forecasts
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