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BM.08.2.4 (iii)


BOARD OF MANAGEMENT

Minutes of Special Meeting

Monday 18 February 2008

at 4.00pm

in Board Room 2

Present:
Dr R MacLeod


(Chair)


Mr M Devenney


(Principal)


Mr A Campbell


Mr J Manson


Mr B Hope


Mrs M Gilchrist


Prof G Hill


Mr D Tucker

In attendance:
Mr W Duncan


(Clerk to the Board)


Mrs A Perry


(Minute Secretary)


Mr F Hutcheon


(Director of Finance)

Prior to the commencement of the meeting, the revised Outline Business Case and Explanatory Notes in relation to the Financial Model were tabled.  Dr MacLeod welcomed everyone to the meeting.

	
	
	ACTION
	DATE

	A.08.2.1
	Resignations  
	
	

	1.1
	There were no resignations.
	
	

	
	
	
	

	1.2
	Appointments
	
	

	
	There were no appointments.
	
	

	
	
	
	

	A.08.2.2
	Apologies for Absence
	
	

	2.1
	Apologies for absence were received from Dr Hutt, Dr Brown, Mr Major, Mr Taylor, Ms Castle, Ms Lapington, Mr Dick and Mrs Palmer-Abbs.
	
	

	
	
	
	

	A.08.2.3
	Additional Declarations of Interest including specific items on this meeting’s Agenda
	
	

	3.1
	There were no additional declarations of interest.
	
	


	
	
	ACTION
	DATE

	A.08.2.4
	Outline Business Case
	
	

	4.1
	Members took 5 minutes in silence to read the revised versions of Sections 1, 2 and 3.  They expressed their satisfaction that the comments expressed at the Special Board meeting on 12th February had been incorporated into the latest Outline Business Case.  Mr Duncan confirmed that the further amendments requested at the Special Board meeting in relation to the remainder of the document had also been incorporated.  He indicated that it was his intention to do one further proof-read before the document was sent to the printers on 20th February.  He invited members to inform him of any further required alterations before that date.  He drew members’ attention to Appendix 8, the Risk Register, which will be updated as the process develops.             
	Board members
	By 20-2-08

	
	
	
	

	4.2
	Two minor typographical errors were pointed out.  Mr Manson was content that the proposed square meterage of the redevelopment was sufficiently covered at section 7.5 on page 43.  Mr Campbell requested that Miss McDade give consideration to moving “Confirmation of Need” to the end of Section 4.  
	F McDade


	Done

	
	
	
	

	4.3
	Outline Business Case: Financial Model
	
	

	
	Mr Hutcheon referred members to his explanatory notes to accompany the Financial Model, Appendix 7 of the Outline Business Case.  He initially drew members’ attention to the Capital Cost Assumptions at page 1.  He pointed out that the 3-year project is planned to start in 2012; on Miss McDade’s advice he has included Construction Inflation at 6%, compared to the rpi of 2.5%; a Construction Contingency of 5% has been allowed, plus 20% added for Risk & Optimism Bias; leading to a total Capital Cost – Risk Adjusted of £56.67m.  
	
	


	
	
	ACTION
	DATE

	4.4
	Moving on to pages 2 & 3 of the Model, Mr Hutcheon explained that this information had been taken from the 2007/08 FFR and rolled forward to 2012 as his best-estimate of the College’s Income and Operating Costs for the period.  He indicated that the Revenue Assumptions show that FE income will have no growth, HE income will have growth at 0.7% above rpi and other income will have growth of 0.5% above rpi.  He drew members’ attention to the Revenue Assumptions in his explanatory notes, stating that in his view these are prudent figures.  Mr Campbell expressed concern that there may be significant disruption to the College’s income flow due to the disruption caused by the building works and enquired whether Moray could learn from the experience of other Colleges.  Mr Devenney indicated that there are two Colleges about to undergo redevelopment projects whose experience could be sought in due course.  Mr Manson pointed out that the proposal to build the new Technology Centre on the Main Campus as the first phase of the project would alleviate disruption, but warned against too much attention to this sort of detail at this very early stage of the project.  Mr Hutcheon also drew members’ attention to his Operating Cost Assumptions, page 2 of his notes, stating that the Funding Council will expect to see affordability for the College, in other words to continue to produce Operating Surpluses and Cash Surpluses year-on-year after completion of the project.  
	
	

	
	
	
	

	4.5
	Moving on to Funding Assumptions, Mr Hutcheon highlighted the proposed sources of funding for the £56.67m project:  £44.77m from the Funding Council (intervention rate of 79%); £1.7m from ERDF; site value of £1.7m after demolition of current Technology Centre; £2m from the College’s cash reserves (without resorting to a loan); and £6.5m from HIE.  Mr Campbell expressed concern whether with an intervention rate of 79% the Funding Council would be content that the College did not plan to make more of a contribution by way of borrowing, particularly given the projected significant surpluses from 2015.  Dr MacLeod pointed out that the College’s current borrowings are large for the Sector.  Mr Hutcheon indicated that Miss McDade recommended that this stance be taken at least in the first instance.  He added he had been given an indication by a Senior Accountant at the Funding Council that it is envisaged the intervention rate is likely to drop to “up to 50%”.  However, he stressed that this was not an official SFC statement of policy.
	
	

	
	
	
	


	
	
	ACTION
	DATE

	4.6
	Moving on to the Opening Balance Sheet, Mr Hutcheon drew members’ attention to his estimated Cash Balance of £3.85m (including student funds) as being evidence of the forecast ability to fund the project with £2m from College Cash Reserves.
	
	

	
	
	
	

	4.7
	Moving on to the sixth page of the Model, Mr Hutcheon drew members’ attention to the sub-analysis of Income & Expenditure premises costs, being Facilities Management (FM) and Life-cycle Maintenance (LCM) Costs.   He highlighted the cost savings in managing the estate and planned and corrective maintenance from year 4 onwards after completion of the project due to the new, more efficient state of the art buildings.  
	
	

	
	
	
	

	4.8
	Moving on to the graph, Affordability by Contract Year, page 7, Mr Hutcheon explained that year 1 on the “X” axis is 2012 and the figures on the “Y” axis show annual Operating Surpluses and Cash Balances in £000s.   He highlighted the expected improvement in Operating Surpluses in year 4 as a result of the reduced FM and LCM Costs.  Mr Hutcheon explained that the huge rise in surpluses in year 24 (2036) related to the completion of full Depreciation on the College’s existing assets.  Mr Manson suggested that an anticipated lifespan of 30-40 years should be incorporated into the Model in respect of the new buildings.  Referring to the Summary Schedules at the end of the Model, Mr Campbell queried how the depreciation of the new assets at £200k per annum ties in with the £56.67m.  Mr Hutcheon undertook to give the final 3 Schedules further consideration.  
	Mr Hutcheon 

Mr Hutcheon 
	For noting

done

	
	
	
	

	4.9
	Board members acknowledged the enormous amount of work that had gone into producing the completed Outline Business Case and congratulated all those involved.  
	
	

	
	
	
	

	A.08.2.5
	Date of next meeting – 25th March, 2008 at 2.00pm
	
	

	
	
	
	

	
	
	
	

	
	(The meeting closed at 5.18pm)
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