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Finance Committee 
Minutes 
	Date
	Wednesday 11 March 2020
	Time 
	6:00pm

	Venue
	Hastings

	Chair
	Mark Fisher

	Membership Mark Fisher (Chair), Pat Farmer (Vice-Chair), David Smith (EO), Rebecca Conroy (EO), Madina Tash, Sue Walton 
In attendance- Biram Desai, Dan Shelley, Tim Hulme, Mia Bryden 

	Apologies: Tom Sanderson


	
	Item
	Action

	
	
	

	1) 
	Apologies

Apologies noted from Tom Sanderson.
	

	2) 
	Declarations of Interest 

No declarations of interest made. 
	

	3) 
	Minutes of the meeting 

Mia Bryden to amend Pat Farmer's name on page 2. Other than this, THE MINUTES OF THE LAST MEETING WERE AGREED AS AN ACCURATE AND TRUE RECORD OF THE MEETING. 
Mark Fisher noted that Sue Walton's term of office is coming to an end (28 March 2020) and asked Mia Bryden to record his thanks for the challenge and support she has offered this Committee during her term. Recruitment to Independent Governors, local board members and co-opted members is in train. 

Mia Bryden confirmed that Rebecca Conroy (Acting CEO) and David Smith (Chair Designate) are ex-officio members and that membership of this Committee needs revisiting when looking at Terms of Reference. 
	

	4) 
	Matters Arising 

Matters arising were noted as per the cover paper presented to the meeting. 
	

	5) 
	Monitoring of income generation areas (Sussex Skills Solution)

Stephen Burkes presented a Financial Review of the Sussex Skills Solutions.

David Smith asked for a broader conversation on subcontracting issues. Dan Shelley advised are addressed under item 12.
The assumptions provided mirror those contained within the IFMC Return tabled at the Board meeting of 26 February. 
Success enablers were discussed. It was noted that Sussex Skills Solutions has to recruit staff using the methods employed by the College. It was suggested that the Audit and Finance Committees could discuss opportunities for more autonomy. Mark Fisher said he would support a more entrepreneurial approach. David Smith urged caution and said that as the College is under intense external scrutiny, all activity needs to demonstrate how the College's best interests are prioritised in decision making.
Dan Shelley advised the business planning process gives Stephen Burkes scope; this links to the pay budget and offers the flexibility to grow staff where needed (within a set envelope). Mark Fisher said he would give this support and suggested the Audit Committee need to be involved. He said that if the College has the budget, then this activity should be fast-tracked.
Action: Dan Shelley to liaise with Stephen Burkes to develop proposals for increasing the autonomy of Sussex Skills Solutions to increase entrepreneurial activity and speed of response to market opportunities for discussion by the Finance and Audit Committees 

Mark Fisher asked why the College is not using its apprenticeship levy as a means of circulating finances.

Tim Hulme discussed partnership arrangements with all the Local Authorities, particularly Lewes District and Eastbourne Borough Councils. David Smith talked about potential opportunities with Hastings and Rother.  

Growth sectors are in plumbing, automotive, and carpentry. 

Risk factors and mitigations were noted, particularly around national budget shortages, the national trend reducing L2 and L3 starts, the removal of L2 Business Admin, the small employer DAS and increased bureaucracy, Brexit skills shortages and the impact of Covid-19.
David Smith updated the Finance Committee on discussions held earlier that day by the Audit Committee with regards to potential financial implications from Covid-19. Rebecca Conroy advised the College will be watching what is happening nationally on this issue. 
The Government's national retraining scheme was considered a positive move. There was a lengthy discussion regarding the AEB offer. Widespread budget shortages, the relationship breakdown with JCP, scarcity of jobs, increased safeguarding risks attached to the learner cohort and the need for specialist resources, knowledge and staff required to design offers for employers were acknowledged as risks. 
Mark Fisher and David Smith talked about the importance of getting the most from the AEB and being better positioned to meet regional skills shortages and challenges.  
	DS

	6) 
	Update from monthly finance meeting

Biram Desai reminded the Committee that the intention is that there is a monthly Finance Review Meeting in those months where there is not a full Finance Committee, to ensure regular review and communication while the College is in intervention status. Details of the meetings were in cover papers presented today. 
Action: Monthly Finance meetings to be arranged for July and September. 

Action: Reschedule meeting to 28 April from 29 April.  
	MB

MB

	7) 
	Monitoring KPIs relating to Finance

Biram Desai shared with the Committee the KPIs relating to Finance as at January 2020 as well as the Q2 report for the PMO.  Although the majority of ratings were noted as 'Green' against the targets, this still leaves the College scoring a weak Requires Improvement Financial Health grade for FY20, with the improved financial performance required for FY21.

Biram Desai said the Q2 PMO return uses the same base data but is focused on reconciling to specific figures within the IFMC. He said he plans on meeting with the PMO in mid-March to go through in detail the IFMC and assumptions, and confirming the Finance KPI return is matched to College and the PMO's understanding.

The Estates utilisation is  'Amber'. Madina Tash questioned the increase and asked if the target was realistic and when it would be reached.  Biram Desai said there is the flexibility to some degree in the estate which has the surplus capacity, and hence opportunities to relocate provision to increase utilisation of buildings/clear buildings for eventual disposal in line with the estates' strategy. Tim Hulme advised the Estates strategy is still being developed but will be reliant on the sale receipts of surplus land at its Eastbourne and Lewes sites. He said the plan is to ring-fence exceptional receipts to re-invest in the College estate. He advised this will be seen in financial terms in 20/21.  There was discussion about the costs of securing the right permissions to dispose of land to gain receipts.
Biram Desai agreed to share the letter sent from Finance Directors to the head of the PMO back to the AoC, responding to a sector-wide letter sent by College FDs about various concerns around the IFMC.
Action: Biram Desai

	BD

	8) 
	Financial Planning

· Management Accounts

Biram Desai said the College continues to focus on achieving "Requires Improvement" Financial Health for 2019-20 at 130 points (or 140 points if current ratio should exceed 0.5). Cash flow continues to be in line with expectation and that there is no change to the forecast out-turn compared to the previous month.
The Executive Team is reviewing the latest management accounts on Tuesday 17 March with February's due on Friday 20 March. 
Action: Biram Desai to circulate for comment. 

Pat Farmer asked what will happen if the LEP is unsuccessful. David Smith discussed the role of new Transformation Committee presented at Board on 26 February is to look at all complex and transformational project planning and delivery, e.g. estates and digital transformation.
There was a discussion about the gap between budget and forecast. Biram Desai talked about scaling of graphs, and Madina Tash noted there being an insufficient number of enrolments to afford the depreciation. Pat Farmer questioned if there had been any change in depreciation policy. Biram Desai said there had not been.  The level of capital investment is much below the depreciation charge.  

Madina asked about HE positioning and what marketing the College has undertaken to market its offers and increase revenue. 

Action:  Dan Shelley and Madina Tash to discuss. 
Mark Fisher said the biggest worry was how to get capital expenditure to be affordable. 
David Smith said the PMO could decide to revisit loan re-payment or to review the amount provided to the College in the first instance. However, due to the low confidence and trust in the College at the moment, this remains unlikely. 
· Budget 20-21 Initial Assumptions 

Biram Desai presented the Budget 2020-21 Initial Assumptions and related considerations. At the next Finance Committee, the draft budget will be presented, which will include recommendations on discretionary strategic finance items. These include the annual pay award, currently modelled at 2%, the allocation of capital expenditure linked to digital strategy, estates strategy and operational curriculum and H&S requirements, projected levels of subcontracting and growth strategies to increase college delivery, analysis of pay costs and necessary restructuring, details of non-pay and savings targets, balance sheet, cash-flow and Financial Health calculations and projections, a copy of the matching end of April IFMC return and an update on the quarterly review process and its link to business planning

Tim Hulme said discussions about land and property are going well with the Local Authorities, but that these take time. A decision on the LEP bid is expected by the end of April.  
David Smith said support and a steer from the NLG and NFLEs working with the College would be welcomed.  He noted that forecasts were prudent in the first IFMC submission and that if the budget assumptions for 20-21 are too dissimilar, then this may impact on external trust and confidence in the College's ability to forecast adequately. 

Mark Fisher suggested the Budget 20-21 Initial Assumptions be modelled offline in preparation for the ESCG Strategy Day/s.

Action: Biram Desai 

	BD

DSH & MT

BD 

	9) 
	Action Plan from Alternative Strategy Options Paper
Biram Desai shared with the Committee the latest update on the operational actions section of the Steve Hutchinson "Strategic Options Analysis" report. He advised of plans to exhaust all opportunities for non-pay savings and value for money (without impacting on the quality of service, etc.) that will contribute to an improved RI grade for FY21. Biram Desai talked about a fixed term Procurement Manager post and the need to ensure capacity. 
The Procurement Officer has drafted a central register of all non-pay expenditure contracts so that the College can act promptly on opportunities for re-tendering. The Procurement Officer has also reduced the number of suppliers.

David Smith said the Audit Committee discussed an upcoming Value for Money audit.
Biram Desai said currently approx. £1m is spent annually on cleaning across the College and the need to explore a more extensive procurement tender. Tim Hulme advocated bundle supply and the demand to create a summary of spending against each function, e.g. cleaning and security. He warned against the need for consultants and instead talked about the learning from the sector which can be gleaned quickly. 
Rebecca Conroy said the Executive Team would be looking at proposals, including sector benchmarking against big cost items and that the outcome of this will be shared via email with this group for consideration. 
Action: Rebecca Conroy
	RC 

	10) 
	Oversight of Plaza Trading

Biram Desai reminded the Committee that Plaza Trading a limited company wholly owned by the College. Financial accounts are consolidated into the ESCG annual group accounts. 

The PTH Ltd board of directors meets regularly, and these meetings are minuted, and minutes shared with the Director of Governance. Biram Desai said he attended meetings alongside the ED SP&E and Commercial Project Manager. The directors are Biram Desai, Graham How, Paul Evans and Simon Groves. No Board member is a current member. David Smith said it was essential to ensure that the Hastings Campus remains closely aligned with the rest of the Board and as several 'Hastings' Governors exiting in the coming months. 

Ian Mehrtens, a Vice-Chair, is minded to Chair the Hastings College Board and may also be able to become a Director of the PTH Ltd board. There was also a discussion about co-opted representation on the PTH Ltd board as if the Finance Committee holds the oversight; then there may not be a need for full Board member representation. Mark Fisher asked for more substantive papers from PTH Ltd Board if this Committee is going to hold oversight, as risk can escalate quickly. There was some dissent as to an agreed approach.
Action: David Smith to liaise with Ian Mehrtens in the first instance. 

Mark Fisher asked Biram Desai if there were any other financial risks at PTH Ltd, Biram Desai said there were not, and that all commercial activities are linked to the College. 
	DS 

	11) 
	Risk management and risk register 

Tim Hulme said the risk register had been discussed in detail at the Audit Committee.
He has committed to rewriting aspects of the eight key risks to reference discussions held about Covid-19 and the impact on the College's finances and to bringing the narrative against key risk five up to date. 

Tim Hulme and Angela Smith are working together on the risk register. 
Mark Fisher said the prime responsibility sits with the Audit Committee, but that the Finance Committee must own financial risk.
Mark Fisher asked that the financial implications of Covid-19 be shared with the Finance Committee via email.

Action: Biram Desai 

Pat Farmer was disappointed that Governors had not heard anything from the College about preparing for Covid-19. 
Action: Rebecca Conroy to ensure communications, and contingency plan, are shared.

	BD

RC

	12) 
	Subcontracting

Dan Shelley said the College is on target to realise 2019/20 income targets. There have been some slight changes in allocation in AEB within the existing supply chain network, but the College is reported to be within the agreed budget with no issues of compliance with FEC or ESFA.  

The College is reducing the number of sub-contractors. Four relationships have ended, with a further six due to finish by the end of the academic year.
Dan Shelley provided an update on ESFA investigations into existing and historic subcontractors. 

With one contractor the College has requested a revised re-payment profile of a clawback, which spreads re-payment over five years, this has not yet been approved/ declined by the ESFA as yet.

With regards to another contractor, the College, as advised by the ESFA have ceased new starts and held payment by the subcontract is investigated for allegations of impropriety. There is a £400k funding risk attached. 

With regards to the last contractor, the College must assure the ESFA, after a complaint made by an employer, about some irregularities with learning/visits.  A 10% sample file has been supplied to KMPG to review. There will be a file check and calls to learners in the file. This relates to learners who accessed learning 3-5 years ago.
Outcomes from these investigations will be shared with the Finance Committee/ the Board as appropriate. Mark Fisher asked that this Committee be briefed on the impact on the budget following these investigations. 
Action: Dan Shelley/ Biram Desai 

David Smith thanked Dan Shelley for his comprehensive report. 
	DS & BD

	13) 
	Digital strategy 
Tim Hulme updated the Committee on work to date in the development of a digital strategy for the College. He said it has always been part of the College's intention, since the merger, that the development of a digital strategy would form an integral part of the College's estates strategy. Still, the focus has been on harmonisation of business systems up to this point. 
He said that while there have been many improvements that are significant parts of the IT infrastructure and architecture which are below standard, David Smith said Student Governors noted this at the last Board meeting. 

Tim Hulme outlined some options that are being considered and the criteria with which they will inform decision making. 

There is an operations plan, based on the four main themes: teaching and learning, infrastructure, communications and culture and systems and solutions. 

Tim Hulme said the financial strategy, shaped and informed by the recent IFMC submission, has to reflect the overall vision for the College, not only in digital terms but in other strategies such as; curriculum, estates, workforce, growth and corporate social responsibility.   He said the financial implications were significant, not only in investments terms but also a potential loss of income if the College is not able to keep pace with technological changes.
It was noted that a carefully developed digital strategy could lead to financial savings, contribute to the College's carbon reduction targets, reduce non-pay costs, reduce the size of the estate and enable more effective use of resources. 
Pat Farmer said the current strategy is a vision, not a business plan. Mark Fisher and Pat Farmer expressed concerns about the College's resources to drive a business plan. 
David Smith said the digital strategy would be a key topic of focus at the ESCG strategy day/s to agree where investment lies and advised the Governance budget is underspent. 


	

	14) 
	Policies
Discussed at the Audit Committee. 


	

	15)
	Any other business

· Terms of Reference
Mark Fisher said he, Mia Bryden, Angela Smith, Biram Desai and Derek Stevens had met and proposed a refresh to the Finance Committee and the Audit Committee Terms of Reference. A review will ensure consistency and alignment, particularly making clear where 'financial risk' lies.  Any issues relating to financial controls or financial risk processes sit with the Audit Committee, and any risk to College finances sit with the Finance Committee.  Membership is lacking, and new Governors are expressing interests this month. 
· FEC recommendation 
With regards to the FEC recommendation for the College to commission an independent review of financial capacity and capability, it was agreed that Rebecca Conroy would commission this, with support from Derek Stevens, Mark Fisher and Angela Smith to design the scope. Advice will also be sought from the FEC.

Action: Mark Fisher, Angela Smith and Derek Stevens to support Rebecca Conroy with scoping.
	MF, AS, DS
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