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Finance Committee 
Mins 
	Date
	23 November 2020
	Time 
	11.00

	Venue
	Zoom 

	Chair
	Mark Fisher

	Membership Mark Fisher (Chair), David Smith (EO), Rebecca Conroy (EO), Madina Tash, Tom Sanderson, Graham Cook 

In attendance - Martin Penny, Dan Shelley, Tim Hulme (as required), Mia Bryden

Not in attendance - Madina Tash


Joint meeting with ARC with Auditors only – Executive left for this item 
External Auditors described a much more positive experience with the College than this time last year. It was noted that that there is a way to go but that 'huge steps' had been made in terms of a positive and constructive relationship with the team, who are taking responsibility, working at pace and providing better quality information. The CFO and FD have had a positive impact. 
 
 The Chair raised the four high priority recommendations. Mazars said this was a factor of now being able to delve further into systems. These systems are beginning to be worked at, but do require time to make accurate and reliable. 
 
The Chair asked if there was a significant risk of any major write off in getting to grips with debtors. Mazars said possibly, citing some significant provisions in place already, but needing a lot of work to do to make them accurate and reliable. A time scale of January has been set to resolve the matter.  At this stage, there is no reason to expect a material write off occurring from work above the amount already provided. 
The Chair of the Finance Committee said Mazars comments fit with his experience over the last year. 
 
Tom Sanderson asked when the management responses against items would be expected.  Mazars confirmed they would generally expect this be included at this time, but recognise pressures within the team discussed at the closing meeting held last week. Mazars are confident with the numbers and that the management know what is needed on the controls recommendations, and it is expected that management responses will be added before Board sign off in December 2020. 
 
Tom Sanderson asked if there was any push back from the team. Mazars described a good, constructive relationship and a commitment to getting things right. 
 
Graham said that as a new Governor,  he was particularly interested in understanding more about the college financial situation and felt comforted by Mazars description of progress. 
 
It was agreed to set up an Extraordinary ARC Committee meeting, early next week, with an invite to Finance Committee also, to review management responses. 
 
Action: DoG to set up an Extraordinary ARC Committee to consider management responses. 
	Joint items with Audit, Risk and Compliance Committee


	14.1
	College year-end audited accounts including financial statements (including student union accounts) and regularity auditor's management letter
Financial Statements  
The Chair of Audit, Risk and Compliance and the Chair of Finance led a discussion about negative net assets, asking how concerned the Committees should be. 

Mazars provided an update on the position of negative equity across the sector generally. It was noted that pension movements are a problem across the sector this year, ESCG in percentage terms is high, but not as high as some other Colleges. Mazars encouraged scrutiny of pension liability and assumptions but advised that the situation is far from stable across the sector. Mazars advised an important question to ask is 'do you have the cash, plans and contingency plans to get through a year from now'.  Pension liabilities are long term and may fluctuate considerably. 

The Chair of Audit, Risk and Compliance talked about insolvency and the impacts on trading. She asked under what circumstances, if any, the government grant can become repayable.

The Chair of the Board explained the differences between the government grant, bank loan, and the covenants against both, as well as covenants taken out against property at Eastbourne and Hastings. The pension issue was noted to be a separate and different matter, covered by financial regulations applicable to the FE sector. There are likely to be changes in how the LGPS scheme is treated in relation to the sector. 

The CFO advised the College is in a reasonable  position in relation to cash, having the signed facility agreement in place with the DfE/PMO. This is a long term debt with a repayment plan. This is impacted by any large property sale, and if those proceeds would become available, be noted the College must move carefully through its estates' projects and be open and transparent with lenders, e.g. first steps taken with TU/PMO resale of properties and discussions with Barclays Bank. The pension issue would become apparent if the College were to become insolvent or the merger of HE and FE as crystalisation of accounts, events which are unlikely to happen

The CFO said the College places a lot of emphasis on making sure it's forecast moving forward means it can service its debt and has the money to carry on business as usual. This is what the IMFC model is used to do. 

The Chair of Finance said it was important to ensure communications are clear so that these complex messages are simply communicated to stakeholders. 

It was noted that the Performance and Remuneration Committee are due tomorrow to receive an update from the director of HR about changes in the sector relating to pension arrangements for senior staff.
Action: CFO to provide a short briefing for all Governors and co-opts on pension changes for all staff, including Plaza Trading. 

The Chair of the Finance Committee raised the following points 

· How are Governors monitoring EU exit developments? The CFO said ARC have been provided with updates from auditors updates on EU Exit and this is being tracked through. 
· On p54 change Senior Teaching Fellow, to Senior Lecturer at Sussex.  Position on University Council should be disclosed

Action: CFO to ensue these comments are addressed. 

Resolution 

The Committees recommended to approve the draft financial statements to board in December 2020 – subject to adjustments requested. 
Audit completion report 

The CFO advised that as part of the annual audit process the College receives an Audit Completion Report from the External Auditors.

Redacated - Information relating to the financial position of the College where disclosure might harm the College or its competitive position, as determined by the Corporation

Draft letters of representations 
Resolution 

Letter 1 – The Committee resolved to recommend to approve to Board in December 2020.
Letter 2 – will be discussed further at the Extraordinary ARC Committee meeting. 

Action: DoG to forward plan to Extraordinary ARC Committee
Letter 3 – The Committee resolved to recommend to approve to Board in December 2020 with re-drafts to whistleblowing wording. 

Action: Section to be re-worded on advice from DoG. 

Action: Change from 'Dear Sirs' to whom it may concern 
Letter 4 – not discussed 
Action: DoG to forward plan to Extraordinary ARC Committee

	Martin 

Martin 

 

	14.2
	Risk Management Policy 

This will be forward planned to the Extraordinary ARC Committee. 


	

	14.3
	Financial Regulations 

Action: All members of both the Committees to send any comments on the FR to the DoG ahead of the Extraordinary Meeting

Post meeting note-  this will be held on 1 December at 2 pm.

 
	All 

	14.4
	SCL Recovery

The details of the SCL Recovery letter were discussed and noted. The Chair of Finance asked for further information on how this reconciles with the presented management accounts. 

 
	


Finance Committee
	
	Item
	Time 

	
	
	

	1) 
	Apologies
Madina was not in attendance. 
	

	2) 
	Declarations of Interest 

There were no new declarations of interest 
	

	3) 
	Minutes of the previous meeting 

THE MINUTES OF THE PREVIOUS MEETING WERE AGREED AS A TRUE AND ACCURATE RECORD. 
	

	4) 
	Matters Arising 

· Martin Penny has shared the  ESFA response to the College's self-assessed grade with Barclays. 

Readcated -  Financial or other information relating to procurement decisions, including that relating to the College negotiating position

· It is recommended that no changes to the Committee structure will be made until the Recovery Plan has been delivered. 

	

	5) 
	Statement on current financial risk & Financial KPIs & Management Accounts & Income Generation 

The Committee was advised meetings with budget holders are taking place week commencing 23 November to review Q1 performance and to address any shortfalls in income and identify resource savings aligned to income pressures.

A full review of the budget will be reported to the Committee detailing the impact on the forecast outturn for FY21.  It has helped to set the budget later than other Colleges as some of the Covid-19 impacts have been included, e.g apprenticeships, commercial and international.  Lockdown 2 has also impacted. 

Area of concern 1:  apprenticeships and RO1 data being used for the year to do an early reconciliation of carrying learners, as a result of this, allocation has been cut by £300k. The CFO and the EDSPE have agreed that when the forecast is reviewed at the end of Q1 10% of apprenticeship income will be removed as a result of this. On the positive side, this could be replaced by levy funded work. 

The CFO agreed to include more detail about apprenticeship performance in the management accounts going forward.
Action: CFO to include more detail about apprenticeship performance in the management accounts 

Redcated - Information relating to the financial position of the College where disclosure might harm the College or its competitive position, as determined by the Corporation

Area of concern 3: Advanced learner loans, small risk.  In-year starts are a challenge.  Need to see what the impact of the new national re-training scheme and new money that may, as a result, become available.  

The £1m pledge was noted to be progressing well.  International was not noted as significant concern. 
There was a request to move a Board meeting and Finance Committee meeting in 2021
Action: DoG to reschedule 2021 Finance and Board meetings.
The Chair of Finance thanked the CFO and FD for the management accounts, advising whilst there is still some improvements to go to ensure they are working for both management and governance, they are significantly improved. 
The Chair of Finance noted the debtors' figure has gone from £1.4m to £4.4m and asked for a rationale.  The CFO advised this is usual at this time of year as all enrolments pull through the system with a full debt. 

The Chair of Finance noted that the short-term creditors has gone from £1.4m to £3.4m.  He was advised this is because the AEB is paid on profile, and it is recognised as it is earned, resulting in deferred income credit balance. 

Tom Sanderson asked for clarification about the cash flow graph.  It was confirmed as the forecast moving forward, showing income and expenditure and the balance at the end of each month and the low points in the graph below. 

A potential extension to FECA grant spending was noted.  Spending the grant in a timely way is sector wide issue that Treasury are aware of. 
Student union
The FY20 student union accounts show that there is £23,140.20 ring-fenced for the SU for FY21.  There has been minimal activity on the Student Union account during FY20 including the COVID19 period from March – July 2020.  The normal annual College contribution of £2,500 has not been paid in FY20 given the retained amounts and the lack of activity.
The Committee accept the recommendation that the College does not contribute any further funds at this stage to the Student Union but promotes the use of the retained funds to be spent on current students.  This will be put before the Board in December 2020 for approval. 
Action: Recommendation to be included in Executive Report to Board for approval in December 2020. 

	Martin 

Mia 

CEO and 
CFO  

	6) 
	Update from Transformation Committee (to include any related Estates/ Digital Strategy financial issues)

The EDROD updated the Committee on the progress with the overall estates strategy and implementation plan for the College.  The paper circulated late was also tabled at the last Transformation Committee 

Redacted - Financial or other information relating to procurement decisions, including that relating to the College negotiating position

The Committee were notified that the Transformation Committee will be bringing a strategic business case to Board in December for approval.  
The Chair of the Committee asked for the Committee to be fully sighted on the strategic business case. It was confirmed that the pre-board briefing session on 7 December will be used to take all Governors through proposals. 

Action: DoG to invite co-opted members to the pre-board briefing session on 7 December. 
	Mia 

	7) 
	Utility bills & list of contracts that exceed £100k with their renewal dates 

The Committee was advised on current College contracts with a value in excess of £100k. Activity to expand the database to include expiry/renewal date was noted. 
Management will continue to progress the work on contract management and report back to the Committee in the Spring with more details on current contracts and the progress on ensuring information is more visible and usable for College budget holders. 
Action: DoG to forward plan contract management update to Spring 2021. 
	Mia 

	8) 
	Subcontracting Report – to include any new contracts with subcontractors to approve
The EDSPE advised the last part of AEB tendering was finalised last week.  Two tenders were opened.  After the procurement process was followed digital skills has gone to Creative Process for £150k, and community learning has gone to the Education Futures Trust for £100k.  Delivery will commence with immediate effect. 
The Chair of the Board asked for more information on the HE subcontracted provision.  The volume was explained.  The OfS introduced a temporary cap on student numbers as part of Covid-19 response and then released within 3 months and the College's two partners over recruited, which the College has benfited from.
Tom asked about the levels of subcontracting and was advised of the Subcontractor Reduction Statement and the commitment to reduce reliance on the subcontracted provision. 
	

	9) 
	Any urgent matters 
There were none. 
	

	10) 
	Committee self-assessment feedback from July 2020 and 'live' assessment
· The need to ensure co-opted members are fully sighted on Board discussions was noted.
· Action: DoG to ensure minutes from board meetings are circulated to co-opted members. 
· The need to ensure co-opted members are provided with opportunities to be involved in board briefing session and other Governor training developments was discussed. 

· Action – the DoG to continue to send learning and development opportunities to co-opted members.  
· Improvements in reliability and accuracy of information tabled at the Committee was noted. 
· The positive impact of new management was discussed. 
· The independence of co-opted members was also cited a positive. 
· Timeliness of papers remains an issue.
· Acronyms are still used, which can at times, be unhelpful. 
· The importance of making continuous improvement was discussed.  
· The future of the Committee, as is, will be discussed by the Governance Devleopment Committee but no changes will be made before the delivery of the ESCG Recovery Plan. 
	Mia

Mia
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