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F.06.1.4


BOARD OF MANAGEMENT

FINANCE AND GENERAL PURPOSES COMMITTEE

Minutes of Meeting

held on

Tuesday 6th December 2005

at 2.00pm

in Room B005

Present: 

Mr A Campbell
(Convener)
Dr W Haston

(Vice Chair)

Mr J Manson



Mr M Devenney
(Principal)
In attendance:  
Mr F Hutcheon
(Acting Head of Finance)

Mr W Duncan

(College Secretary)




Mrs A Perry

(Minute Secretary)

	
	
	ACTION
	DATE

	F.05.5.1
	Resignations 
	
	

	1.1
	There were no resignations.
	
	

	
	
	
	

	1.2
	Appointments
	
	

	
	There were no appointments.
	
	

	
	
	
	

	F.05.5.2
	Apologies for absence
	
	

	2.1
	Apologies were received from Dr MacLeod and Ms Weir, as well as from Mr Devenney who arrived late. 
	
	

	
	
	
	

	F.05.5.3
	Any Additional Declarations of Interest, including specific items on this meeting’s Agenda 
	
	

	3.1
	There were no additional declarations of interest.
	
	

	
	
	
	

	F.05.5.4
	Minutes of Meeting held on 27 September 2005
	
	

	4.1
	Dr Haston requested that on page 2, paragraph 5.4 the word “Manager” be inserted after the words “Task Force” in the penultimate sentence.  Subject to that alteration, acceptance of the minute was proposed by Mr Manson and seconded by Dr Haston.
	Mrs Perry
	Done


	
	
	ACTION
	DATE

	F.05.5.5
	Action Sheet and Matters Arising from Meeting held on 27 September 2005
	
	

	5.1
	9.1 VAT Calculations:  Mr Campbell observed that most of the items on the Action Sheet had been dealt with or were on the agenda, but requested Mr Hutcheon update the Committee on the 2 outstanding claims to Customs & Excise.  Mr Hutcheon advised that the College’s VAT specialist advisors, Liason, have held meetings with the Aberdeen VAT Office and that the claims are progressing.  Mr Campbell expressed disappointment that the Association of Scottish Colleges had not felt able to become involved, as these sorts of claims are common to all Colleges in the Sector.  Mr Hutcheon explained that the Association of Scottish Colleges had indicated that they did not want to jeopardise local working relationships between Colleges and their VAT Inspectors.  Mr Campbell suggested that in that event the matter should be raised with the Funding Council.  Mr Hutcheon undertook to do this.
	Mr Hutcheon 

Mr Hutcheon 
	Verbal update 7/2/06

For noting

	
	
	
	

	F.05.5.6 
	Management Accounts for October 2005 
	
	

	6.1
	Mr Hutcheon expressed his disappointment at the £28k adverse income variance as at the end of October.  He indicated that the Accounts show a number of significant variances and stated that this casts doubt on the efficacy of the Budget in one or two areas, but added that the College has 8 periods remaining to take corrective action.  He explained that the adverse income variance is partly due to the Programme Centres losing the funding for “Support 4 Work” from Job Centre Plus at the end of September.  The projected total income for this in the annual Budget was approximately £100k.  For each person going through the scheme the College received £300, of which £200 was given to the job seeker.  The adverse effect of this slippage on bottom line surplus is approximately £30k. The PCA centre is budgeted to make a surplus of £63K for the year. Dr Haston was concerned that investigations be made into whether the Programme Centres were given sufficient notice of the withdrawal of this project, and pointed out that last year the Aberdeen Programme Centre income had helped the College in a difficult time and expressed the view that the College cannot afford to be complacent with this type of government initiative.  In response to a query from Mr Manson, Mr Duncan stated that the College has no redress to this position.  Mr Hutcheon added that the adverse income variance is also due to shortfalls in income from the Oil & Gas Centre, where there has been no income to date this quarter as against a Budget of £18k, as well as the Nursery, and confirmed that meetings are already underway with the relevant budget holders, himself and the Principal.  Mr Campbell expressed his concern that the total income for the period shows an adverse variance of £115k.  
	Mr Hutcheon 
	For noting

	
	
	ACTION
	DATE

	6.2
	Mr Hutcheon pointed out that due to a lack of internal communication he had not budgeted for Performance-related Pay for 2005/06 or indeed accrued for £18k of PRP for 2004/05 at July 2005. The resultant total change to the 05/06 I & E is estimated at £40k.  The 05/06 element is now being provided at £3k per period.  
	
	

	
	
	
	

	6.3
	Mr Campbell drew members’ attention to the Income & Expenditure Account and the favourable variance in total staff costs for the 3 months of £88k.  Mr Hutcheon explained that this was due to a contingency in the CAD budget becoming available, and the loss of the Deputy Principal post after the recent Management restructuring.  He added that there are other areas in the College where the expenditure is not as great as budgeted for.  Mr Campbell expressed concern at the £26k adverse variance for Agency Staff Costs.  Mr Hutcheon undertook to investigate the reason for this with HR and report back to the Committee.  Dr Haston remarked that she had understood from the Staffing Committee that no Agency Staff could be appointed without the approval of the budget holder, and only if the costs are within Budget.  Mr Hutcheon confirmed that the College has an “Authority to Recruit” Policy.  He added that the Elgin Programme Centre, which is seriously under performing, has a member of agency staff, but that he and Mr Devenney have raised this with the relevant budget holder.  He pointed out that in his view after consideration of relevant contract details, we are not contractually bound to maintain a specified staffing level
	Mr Hutcheon

Mrs Thomson 
	Verbal update 7/2/06

For noting



	
	
	
	

	6.4
	Mr Hutcheon highlighted the fact that FE tuition fees have an adverse variance of £7k, mainly due to reduced “Skill Seekers” uptake and “Training 4 Work”.  
	
	

	
	
	
	

	6.5
	Mr Hutcheon pointed out that projected income is £23k favourable for the period, but remains £13k adverse year-to-date due to slower than budgeted funding flows from “Young Entrepreneur Factory” and the Rural Business Woman Project.  Having discussed the matter with the relevant budget holder, he is confident that this is just a phasing problem.  
	
	

	
	
	ACTION
	DATE

	6.6
	Mr Hutcheon made reference to the £3k favourable variance for the period in non-Staff Costs, but £15k adverse variance year-to-date and explained that this was mainly due to the purchase of non-capital plant and equipment/fixtures and fittings and is also only a phasing problem.  
	
	

	
	
	
	

	6.7
	Mr Campbell requested Mr Hutcheon clarify the figures for Reclaimable Student Expenses:  Annual Budget £70k v first quarter Budget of £75k.
	Mr Hutcheon 
	Verbal update 7/2/06

	
	
	
	

	6.8
	Dr Haston enquired whether, given the original Budget can be seen to have been compiled on poor information in respect of certain centres, there was any possibility of re-forecasting it.  Mr Hutcheon stated that the budget should remain until the FFU update in Feb/Mar.  Mr Campbell stated that the Committee, in asking for a presentation on External Income Generation from George Cowie, had planned to discuss what actions could be taken to address any Budget shortfalls and bring the original Budget back into line.  He stated that given the alarming reduction in net income general forecasts, the College cannot allow such adverse variance against budget to remain unaddressed. All effort must be made in the remaining periods to re-gain budget for the year.  Mr Hutcheon pointed out that the budget holder could not have reasonably foreseen the problem that has arisen for the Programme Centres at the time of preparing the Budget but he should have been aware of the risk involved.  He considered that the fault lay with certain budget holders not considering or understanding risk.  Dr Haston pointed out that this is now the third year that the Committee is facing the problem of shortfall from the Oil & Gas Centre.  
	
	

	
	
	
	

	6.9
	Mr Hutcheon drew the Committee’s attention to the Divisional Surplus/Deficit 2005/06 Actual v Budget report.  He indicated that this brings together the Directors’ areas of responsibility, and enables them to pick up on individual areas of surplus/deficit.  He pointed out that further work still requires to be done on cross-checking.  Mr Campbell drew specific attention to the adverse variances for Projects (£47,534), Business Development (£45,021) and Academic Divisions (£38,561).  He requested Mr Hutcheon provide in future a page of specific summary of income forecast on external income generation – not just the net figures, but also the gross effect – forecast Budget v period to date.  Mr Hutcheon offered to reproduce his paper on External Income Generation (see below), since this format has now been set up and will be readily prepared. 
	Mr Hutcheon

Mr Hutcheon 
	Immediate

For noting

	
	
	ACTION
	DATE

	6.10
	Mr Hutcheon stated that the only exceptional item he wished to bring to the Committee’s attention on the Balance Sheet was the College’s cash position has improved.  He explained that the Creditor days had been allowed to creep up to 57. This is now being addressed in Finance by re-instating two BACS runs per month.
	
	

	
	
	
	

	F.05.5.7
	External Income Generation – analysis by Fraser Hutcheon
	
	

	7.1
	The Committee agreed to defer any discussion on this paper until the Principal was in attendance.
	
	

	
	
	
	

	F.05.5.8
	Funding (i) Financial Security Funding – spend profile
	
	

	8.1
	Mr Hutcheon drew the Committee’s attention to his spend profile for the ring-fenced Financial Security Funding.  He indicated that at year-end he would be obliged to provide the Funding Council with a robust schedule of how this money has spent.  He pointed out that the salary of the Assistant Accountant would be entered here, as previously laid out in the FFR that was submitted to the Funding Council earlier in the year.  The Committee noted the contents of this paper.
	
	

	
	
	
	

	F.05.5.9
	New Scottish Funding Council Financial Memorandum
	
	

	9.1
	Mr Duncan stated that the new Memorandum is much less prescriptive and leaves it very much up to the Finance section to ensure that all necessary safeguards are in place.  Mr Campbell pointed out that paragraph 8 on page 2, maximising the discretion of institutions to use funding from the Funding Council, is a positive improvement.  
	
	

	
	
	
	

	
	(Mr Devenney joined the meeting at 3.15pm)
	
	

	
	
	
	

	9.2
	Mr Campbell drew specific attention to the ten points of paragraph 16 on page 3, and enquired how the Board and Finance & GP Committee will, as a matter of process, satisfy themselves that all these obligations of the Board are being fulfilled.  Mr Devenney stated that at the main Planning Event in March the Board would consider the main performance indicators, and added that the full Board would consider a paper on the Performance Indicators for 2003-04 on the 13th December.  He was satisfied that the College’s Strategic Planning process is very tight.  Mr Duncan added that Board members could also ascertain student activity information from the information given on achieving set targets.  Dr Haston considered that the Board does not know how well it is achieving the essential aspects of its goals, for example inclusiveness and qualitative issues.  She added that point (iii) is covered by the Audit Committee and Internal Audit.  Referring to point (v), Mr Devenney responded to Mr Campbell by saying the Board can be able to be satisfied that the senior management of the College are tuned into the regular Funding Council circulars (latest listed on the back page of the agenda) and the views of Scottish Executive Ministers.  He added that the new Funding Council’s first Corporate Plan will be available in June and will give a clear idea of the thinking that is emerging.  Mr Campbell stated that point (vi) would also be covered by the Planning process.  Mr Devenney confirmed this and added that circulation to the Board of College Academic Council minutes shows that the necessary processes are in place within the College.  Mr Duncan suggested that these ten points could be discussed by the Board at its next Roles & Responsibilities meeting.  Following this discussion, Mr Campbell expressed the view that there were no issues for the Committee to be concerned about and agreed the adoption of the new Financial memorandum.
	BOARD
	7/3/06

	
	
	
	

	
	(The meeting was adjourned at 3.30pm for 5 minutes)
	
	

	
	
	
	

	F.05.5.7
	External Income Generation – analysis by Fraser Hutcheon
	
	

	7.2
	Mr Campbell advised Mr Devenney that they had considered the October Management Accounts in detail, and expressed concern about the state of Income Generation, so much so that discussion of this paper had been deferred until he joined the meeting.  
	
	

	
	
	
	

	7.3
	Mr Hutcheon stated that subsequent to completion of this schedule, he and the Principal had met with the relevant budget holder for the Programme Centres and that year-end targets for the two centres had been agreed.  He requested that those present update the second page of the schedule to show that:

(i) the revised forecast surplus for the Aberdeen Programme Centre is £30k, not £63k

(ii) the Elgin Programme Centre should read £16k, not £29

(iii) the bottom line of the income generation schedule should show a full-year forecast of £158k not £126k and

(iv) the negative variance on the full-year forecast is £94k, not £125k.  
	
	

	
	
	ACTION
	DATE

	7.4
	Mr Hutcheon reiterated the problems in relation to the income for the Programme Centres and the Oil & Gas Centre that were discussed earlier (see agenda item F.05.5.6).  He also highlighted the reduction in forecast income for the Scottish Prison Service contract, explaining that the sub-Contract with Motherwell College has not yet been agreed due to a disagreement on how the contract will be staffed.  The College is not yet responsible for all the learning and teaching, but the contract is now under consideration by the College lawyers.  The forecast annual income Budget has been reduced from £192k to £81k.  Mr Devenney confirmed that there is still the chance of a lucrative continuation of this contract.  Mr Campbell expressed concern that virtually all of the income forecasts show a negative variance.  
	
	

	
	
	
	

	7.5
	Dr Haston stated that the nil income for the Oil & Gas Centre was of more concern to her than the Programme Centres and should ring serious alarm bells as this is now the third year that finances have gone adrift there.  Mr Devenney indicated that he and Mr Hutcheon had had discussions with the Head of Division.  He acknowledged that there has been insufficient focus on the need for running courses that meet with business needs.  A key member of staff there has taken the view that he does not wish to work during evenings and weekends and there is no-one else to plug that gap.  Mr Devenney went on to say that lean then bumper years were predicted by the Centre at the outset, but accepted that steps must be taken to ensure that the Centre works for the benefit of the College and not for one or two members of staff there.  Dr Haston enquired of Mr Devenney whether the new management structure would resolve the problems that had been apparent last year.  Mr Devenney indicated that steps have been taken over the last week to make matters clear to the Head of Division, and there had also been discussions with the administrators in post.  Mr Campbell enquired whether there was scope to alter projected staff costs for the Centre if revenues do not accrue.  Mr Devenney undertook to consider that.   Mr Hutcheon advised that following discussions with the Head of Division, his own feeling that the revised forecast for annual income of £40k is more of a “best case scenario” rather than “most likely”.  
	Mr Devenney 
	For noting

	
	
	ACTION
	DATE

	7.6
	Mr Campbell and Dr Haston both expressed concern to Mr Devenney that the suspension of the Programme Centres’ contracts, resulting in the loss of gross income of £100k at the end of September, had not been conveyed to Mr Hutcheon.  He had only discovered it when compiling the Management Accounts in mid-November.  It was requested of the Principal that he instruct a proper investigation into this lack of communication to try to ensure that this sort of thing would not occur again.    Dr Haston observed that the line manager for the Programme Centres must have been very complacent in not realising this line of income was about to come to an end.  Mr Devenney agreed and that “fault” also lay in not informing the Director of Finance which, in itself, was very disappointing.  Mr Hutcheon pointed out that the roll-out of read-only access to commitment in Symmetry is now underway.  A total of 30 licences have been bought for budget-holders.    He added that the relevant budget holder should give consideration to the staffing now that it is his opinion that there is no legally binding minimum staff requirement.  Mr Hutcheon stated that in his opinion consideration should be given to cross-training staff to allow for moving them around the organisation and thereby reduce the intake of new staff.  Mr Devenney acknowledged that the Business Plans in the relevant areas had been allowed to slip, and stated that at the next Committee meeting there should be a discussion on all areas with Other Income targets to establish their position, and beyond that develop some understanding of the problems that lie behind the figures currently before the Committee.  Dr Haston stated that budget holders must be made accountable and suggested that they be asked to give the Committee assurances that they have taken ownership of the forecast outcomes.  Mr Campbell agreed, but commented that the Committee should be mindful not to become too operational.  Mr Duncan stressed that it is for line managers to take greater responsibilities and ownership of these forecasts and their reports should be considered by the PMG.  Dr Haston stated that it should be made plain to budget holders’ that their number 1 objective should be meeting their Budget.  Mr Hutcheon agreed that steps require to be taken, as there is already a risk to 1/3 of the bottom line budgeted surplus for the year.  Mr Manson enquired whether the Planning Day set for 22 December could be committed to this topic.  Mr Devenney stated that these are in-year problems that must be dealt with by the PMG, and hoped that by the time of the Planning Day he would have more of a feel for the whole financial picture of the College.
	Mr Devenney 

Mr Devenney &

Mr Hutcheon 


	Immediate

7/2/06

	
	
	ACTION
	DATE

	7.7
	Mr Hutcheon drew attention to the income variances for Counselling and First Aid Courses and suggested they should be looked at as one.  He plans to speak to the budget holder about these variances.
	Mr Hutcheon 
	Immediate

	
	
	
	

	F.05.5.10
	Building sub-Committee minutes of meeting held on 15th November 2005
	
	

	10.1
	Mr Manson had no comment to make on the minute presented.
	
	

	
	
	
	

	
	(Mr Manson left the meeting at 4.20)
	
	

	
	
	
	

	F.05.5.11
	Value for Money Group – final report Rural Colleges Benchmarking (Support)
	
	

	11.1
	Mr Duncan drew the Committee’s attention to the report and the recommendations contained therein.  He pointed out that it had been considered by the Audit Committee on 29th November and passed to the PMG for consideration and appropriate action.  Mr Devenney stated that the report contains a lot of food for thought for College management.  Mr Hutcheon indicated that from his visit to the benchmarking seminar at St Andrews, he had a better understanding of the value of benchmarking clubs. These should not necessarily be with the Colleges closest geographically, and must focus upon continuous process improvement at Moray through cross-College visits.  
	
	

	
	
	
	

	F.05.5.12
	Performance Indicators for 2003-04
	
	

	12.1
	Mr Duncan indicated that the 2 sets of Performance Indicators received provide valuable benchmarking data from which the College can assess its own performance against sector norm.  Mr Devenney pointed out that the Student & Staff Performance Indicators has been before the Quality Committee and is due to be considered by the Board on 13th December.  
	
	

	
	
	ACTION
	DATE

	F.05.5.13
	Committee Terms of Reference
	
	

	13.1
	Mr Duncan pointed out that there had been duplication between the Audit and Finance & GP Committee’s Terms of Reference, leading to significant deletions in the Audit ones.  He added that the Terms of Reference as they now stand, after minor grammatical amendments, follow closely with the guidance given by the Funding Council.  

The Committee approved acceptance of the updated Terms of Reference.
	
	

	
	
	
	

	F.05.5.14
	Reserved Minutes of meeting held on 27 September 2005
	
	

	14.1
	This item is reserved and the minute is held in confidence.
	
	

	
	
	
	

	F.05.5.15
	Reserved Action sheet and Matters Arising from meeting held on 27 September 2005
	
	

	15.1
	This item is reserved and the minute is held in confidence.
	
	

	
	
	
	

	F.05.5.16
	Reserved Building sub-Committee minutes of meeting held on 15th November 2005
	
	

	16.1
	This item is reserved and the minute is held in confidence.
	
	

	
	
	
	

	F.05.5.17
	Draft Financial Statements & Annual Accounts for year ending 31st July 2005
	
	

	17.1
	This item is reserved and the minute is held in confidence.
	
	

	
	
	
	

	F.05.5.18
	Moray Council Loan - update
	
	

	18.1
	This item is reserved and the minute is held in confidence.
	
	

	
	
	
	

	F.05.5.19
	Date of next meeting – Tuesday, 7th February, 2006 at 2.30pm
	
	

	
	
	
	

	
	(The meeting closed at 4.55pm)
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