John Wheatley College

Board of Management 

Financial Control Committee

Minutes of the Financial Control Committee held on Thursday 29 November 2007 at 5.00pm in Room MF 12/14, East End Campus.

1. Sederunt

The meeting commenced at 5pm and was attended by:


Bernard Rooney (Chair);

A Woolley;

I Graham (Principal);

M Forsyth (from 5.10pm);
J Cope (co-opted member);


R Blyth (co-opted member); and

Jim Sweeney (co-opted member).

In Attendance


A Kirk (Depute Principal);

J Gow (Chief Finance Officer);
A Sherry (Assistant Principal);

A Inglis (Assistant Principal);

S Doubble (Finance Manager); and

S Vaughan (for recording purposes only).
2. Apologies

There were no apologies.
3. Terms of Reference

Members noted the terms of reference for the Financial Control Committee.

It was confirmed that the meeting was quorate with 4 members in attendance.

4. Declarations of Interest

A Woolley declared a conflict of interest in respect of item 8 (Annual Accounts 2006/07) as a consequence of his employment by Scottish Enterprise Glasgow.  The Principal declared a conflict of interest with regards to item 14 (Strathclyde Pension Fund Valuation) as a result of his membership of Strathclyde Pension Fund.
5.
Minutes of the meeting of the Financial Control Committee held on 
27 September 2007

The minutes were accepted as an accurate record of the meeting held on 
27 September 2007.
6.
Matters arising from the minutes of the meeting held on 27 September, 2007

There were no matters arising.
7. Correspondence: SFC – Financial Statements and Returns 2006-07 (55/07)
The Principal spoke to the contents of the correspondence from Roger McClure (Chief Executive, SFC) which requested copies of the College’s audited 2006-07 financial statements and associated supporting information by 31 December 2007.  The letter also highlighted a change made to the 2003 Combined Code which applied to reporting years beginning on or after 
1 November 2006.  J Gow commented that the correspondence detailed the format for the unit cost return.  In response to a request from the Principal, J Gow agreed to ensure that this item was considered at the next meeting of the Board of Management on 11 December 20007.  Members noted the contents of the correspondence.
8. Annual Accounts 2006/07
The Chief Finance Officer spoke to the contents of the report, which sought to provide members of the Financial Control Committee with a copy of the audited Annual Report and Financial Statements for the year ended 31 July 2007, prior to their approval at the Board meeting on 11 December 2007.  
J Gow reminded members that they had been presented with a draft copy of the Annual Accounts at the previous FCC meeting on 27 September 2007.  There had been no major changes to the draft accounts as a result of the external audit undertaken by KPMG in October, although a small number of minor changes had been made to the disclosure notes as a normal part of the audit and accounts finalisation process. 
During 2006/07 the College delivered 35,635 Weighted Student Units of Measurement (WSUMs), which was in excess of the activity target of 34,286 WSUMs agreed between the College and the SFC.  The Chief Finance Officer confirmed that:

· the College was reporting a surplus of £35k for the year;

· expenditure on Staff costs increased by 6% as a result of pay inflation, increased pension costs and increased activity; 

· income had increased by approximately 11%, mainly due to the increased SFC income and increased release of deferred capital grants in respect of the new Campus;

· the new Campus had been completed and had been valued at £13.8m, therefore total fixed assets owned by the College were now approaching £22m;

· increased expenditure was largely as a result of revenue costs associated with the East End Campus; and

· debtors included outstanding grant income totalling £300k and Creditors included retentions relating to the new Campus.

The College had a cash balance of £119k at the end of the year.  Net current liabilities totalled £156k, as a result of the investment in the East End Campus.  J Gow opined that the College is expected to return to a net current asset position during the 2007/08 financial year.  Members noted that the Annual Report included for the first time a separate Sustainability report and baseline environmental Key Performance Indicators. 

Members proceeded to consider KPMG’s audit opinion.  J Gow reported that KPMG had issued a qualified opinion as a result of the way in which the College had applied FRS 17 to the Strathclyde Pension Fund, despite the fact that the College accounting policy was consistent with the previous year and had been approved by the College’s Board of Management.  He stressed that the Accounts Direction issued by the SFC permitted the approach taken by the College.  Ironically, KPMG had subsequently detailed the impact that treating the scheme as a ‘defined benefit’ scheme would have had on the key financial statements and the surplus and net assets and total recognised gains and losses would all have been increased in 2006/07 if the ‘defined benefit’ scheme had been used.  J Gow confirmed that the College had participated in extensive discussions with representatives from KPMG regarding FRS17 and the qualification of the College’s accounts.

The Principal commented that no other auditor had adopted KPMG’s approach in respect of the Strathclyde Superannuation Scheme regarding the use of ‘defined contributions’ rather than ‘defined benefits’.  Indeed, he indicated that the College’s internal auditors (acting as external auditors elsewhere) had agreed to a defined contributions approach in other Colleges.  He opined that it would have been more appropriate if KPMG had made a high level recommendation in the report to the Board asking it to consider the use of a ‘defined benefits’ scheme in 2008.  He emphasised that when KPMG representatives had met with representatives from the College, they had indicated that the College’s accounts may be qualified if the College used the ‘defined contributions’ approach.  The Principal had subsequently taken a report on the accounting policy to the Board for ratification.  No formal response had been made by KPMG to this paper despite their receipt of all Board reports.  He also reminded the Committee that Audit Scotland had accepted this policy (as the College’s external auditors) the previous year.  The Principal reported that this paper, along with all Board of Management reports and minutes, had been sent to KPMG who did not formally respond to the decision taken by the Board of Management in respect of FRS 17. He stressed that KPMG was qualifying the accounts of all of the other Colleges that were in the same position as John Wheatley College.  Mr Graham revealed that he had written to the SFC regarding KPMG’s qualification of the accounts and the SFC had responded to say that it was an issue for the Board of the College to consider.  
M Forsyth entered the meeting at 5.10pm.
The Principal and A Woolley expressed their disappointment at the lack of consistency in the approach adopted by auditors.  I Graham reassured FCC members that the qualification of the College’s accounts would not lead to action from the SFC or Audit Scotland.  He commented that there was inconsistency in the FE sector regarding the treatment of accounts.  The Principal reiterated that KPMG should have made a high level recommendation for the College to change its accounts in 2008/09.  He reported that KPMG had received the relevant Committee papers and had not raised this issue beforehand.  A Woolley further expressed his disapproval of the inclusion of the statement “To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than FE College and the Auditor General for Scotland, for this report, or the opinions we have formed” by KPMG in the Annual Accounts.  The Principal stated that an update report on the FRS 17 issue would be considered at a future meeting of the Financial Control Committee.  

Notwithstanding the FRS 17 issue, the Chief Finance Officer confirmed that the Auditors were content with the quality of the draft Accounts and the standard of the audit file provided to them.  I Graham notified members that an internal audit report would be considered at the December 2007 meeting of the Board of Management which would confirm that the problems at James Watt College did not raise any particular concerns for John Wheatley College.  Members proceeded to discuss some minor amendments to the Annual Accounts.  Bernard Rooney asked J Gow to add his name to the membership of the Capital and ICT Committee that was detailed in the Accounts.  M Forsyth asked for the name of the organisation that she was employed by to be altered to “Swift Vehicle Rental”.  The Principal requested that Professor Ross Lorimer’s job description was changed to “retired consultant physician”.  
A Woolley commented that the outstanding financial contribution to the new campus from Scottish Enterprise Glasgow would be slightly less than the amount detailed in the Accounts.  Following discussions, members agreed that it was expected that this funding would be received in the coming months and the difference was immaterial. It was agreed that the disclosure in the accounts need not be changed as a result and that this would be corrected during 2007/08.
J Gow asked members to note that at KPMG’s request, an additional statement on the disclosure of information to auditors by Board of Management members had been inserted into the Corporate Governance Statement.  This statement had to be signed by the Chair of the Board of Management.
With no further discussion, members agreed to:

(i) note the contents of this report and its appendix; and

(ii) endorse the John Wheatley College Annual Report and Financial Statements for the year ended 31st July 2007.

9. Statement of Recommended Practice 2007/08
The Chief Finance Officer spoke to the contents of the report, stating that the FE/HE Accounting Standards Board had published the new Statement of Recommended Practice (SORP): Accounting for Further and Higher Education.  He reminded members that the draft of this document and the College response to it had been considered at previous meetings.  The purpose of the report was to provide members with the 2007 SORP.
J Gow stated that the 2007 SORP replaced the 2003 version and applied from the 2007/08 financial year onwards.  He proceeded to highlight the main topics in the SORP.  There was an increased emphasis on component accounting for buildings, which required properties to be split into components and each component depreciated separately over its individually assessed useful life.  The College surveyors had completed this for the East End Campus, but not the Easterhouse Campus, which was last re-valued in July 2006.  Consequently the College would seek to address this with its External Auditors during 2007/08.
The SORP also required that properties were re-valued every 5 years and that an interim valuation should be carried out after 3 years.  J Gow reported that this may mean that an interim valuation for the Easterhouse Campus would be required on 31st July 2009 and on 31st July 2010 for the East End Campus.  Assuming construction costs continued to increase, this would result in more frequent increases in property values and associated depreciation charges.  
He confirmed that the College had included disclosures on related party transactions in the Annual Accounts.  The Principal indicated that A Sherry had prepared a report which provided evidence of what actions the College had taken in its role as a charity.  J Gow stated that the SORP required Colleges to prepare an Operating and Financial Review (OFR) as part of its Annual Report and Accounts.  He opined that the College had demonstrated a commitment to providing non-financial information in its Annual Report, for example by the inclusion of an environmental impact statement.  Nevertheless, the College intended to review the content and format of its annual report in order to ensure that it complied with this new requirement.  
Members noted the contents of the report and its appendices.

10. Draft KPMG Report to those Charged with Governance
The Chief Finance Officer spoke to the contents of the report, which set out the key findings from the audit of the financial statements of John Wheatley College for the year ended 31 July 2007.  He informed members that KPMG had stated that accounting for the College’s participation in the Strathclyde Pension Fund as a defined benefit pension scheme would increase the College’s net assets at 31 July 2007 by £93,000, compared to a £545,000 decrease in 2006 and increase its surplus for the year by £60,000, compared to a £13,000 reduction in the surplus in 2006.  KPMG had also concluded that it would increase its total recognised gains and losses for the year by £579,000, compared to an increase of £189,000 in 2006.  B Rooney highlighted that the figures on pages 5 and 9 did not correspond and J Gow agreed to address this with KPMG.
The Principal commented that with the exception of the FRS17 issue, he had no objection to the conclusions of the report.  He revealed that KPMG had stated that the fact that the Principal wrote periodically to budget holders to enquire if they were aware of any financial irregularities represented best practice.  However, KPMG had suggested that the College should ensure that every individual responded to this correspondence and the College had declined to accept this suggestion (it was noted that in other Colleges no such routine correspondence was sent to budget holders).  With no further comments, members noted the contents of the report.
11. Budget Monitoring Report – 3 Month Progress Report 2007/08
The Chief Finance Officer spoke to the contents of the report, reminding members that the College revenue budget for 2007/08 had been approved by the Board of Management in May 2007.  The purpose of the report was to provide an analysis of expenditure against budget for the first 3 months of the financial year, along with the College Balance Sheet as at 31 October 2007.  It was expected that the budget would be adjusted to fully recognise additional income and expenditure resulting from the additional SFC grants for Employer Links, NEET, Knowledge Transfer, ESOL and additional capital/estates funding.  This income was not confirmed at the time the budget and academic plans were prepared.
J Gow proceeded to highlight the main elements of his report.  The Vocational School gross expenditure budget for the year was set at £2.2m, which represented approximately 26% of the College total revenue budget.  The teaching staff budget for the School was overspent at the end of period three, largely due to an increase in teaching activity, in comparison to the level of activity that was planned at the time the budget was prepared.  The Core School expenditure budget was £1.6m.  Permanent Teaching Staff costs were expected to be underspent by £40k for the year, due to some short-term vacancies.  
The Advice and Guidance budget was £122k for the year and expenditure for the year was projected to equal the budget.  The Marketing budget of £79,000 was similarly expected to be in line with expenditure.  Staff costs with regards to the Administration budget of £298k were projected to be underspent by £204k for the year due to one member of staff being temporarily seconded to a European Structural Funds (ESF) project.  
The College allocated £38k to the staff development budget for the year and it was projected that expenditure would equal the budget for the year.  The Finance budget totaled £280k.  ‘Other income’ related to funding for the Sustainable Accounting Group project, which was being undertaken in conjunction with four other Colleges.  This project was funded by the SFC and the total cost was projected to match the funding of £20k.
The Human Resources budget was £253k.  The Staff Costs budget (which was projected to be £176k) included the new temporary Equalities Officer post, which had been funded by transferring some of the budget allocated for the Estate Manager post from the Estates budget.  The Estates budget was projected to rise to £909k.  J Gow reported that staff costs for the Student Records budget were underspent to date, and were projected to be under budget for the year, largely due to short term vacancies.  Staff Costs for the Technical Support budget were also underspent to date and were projected to be underspent for the year.  This was mostly due to a member of staff being budgeted for membership of the support staff pension scheme who had not joined the scheme.  
The Communications budget totaled £31k and £6k of this budget had been spent in the first three periods of the 2007/08 financial year.  It was projected that the annual expenditure would equal the budget.  ICT and Maintenance and Repairs were underspent for the Greater Easterhouse Learning Network (GELN) budget due to timing.  It was projected that expenditure for the year would equal budget.  Mr Gow reminded members that the Libraries were staffed by Glasgow City Council, with the costs being re–charged to the College via a Service Level Agreement (SLA).  The Libraries budget was slightly underspent to date, however it was anticipated that the budget for the year (£103k) would be fully spent.  Projected costs and income for the College Management budget were expected to be broadly in line with the budget of £561k.

ESF programmes were not budgeted for in the main College revenue budget.  However, the Chief Finance Officer stated that the net costs would be anticipated and taken into account in the projections.  The anticipated variance relating to the SFC grant income, which was projected to be £7,518k compared to the budget of £7,346k, was as a result of additional grants for NEET, Knowledge Transfer, Employer Links and ESOL.  This income had only recently been confirmed and could not be built into the initial budget.  Nevertheless, once the expenditure plans were finalised, the College intended to seek approval for a formal adjustment to the budget.
J Gow reported that the SFC was paying 100% of the fee waiver grant to Colleges in 2007/08.  However, it was projected that the College would not achieve 100% of this funding and around £16k of this grant would have to be returned to the SFC.  The College would generally only achieve 100% of the fee waiver grant if it significantly exceeded its overall student activity target.
There was an adverse variance for the charge on depreciation for the three months to October of £17k.  This was largely due to the value of the Easterhouse Campus being adjusted upwards at 31 July 2007, coupled with a slightly higher depreciation charge relating to the East End Campus than budgeted.  This was partially offset by a favourable variance on the release of deferred grants of £10k caused by a greater release of deferred grant relating to the East End Campus than anticipated. 
J Gow proceeded to summarise an analysis of expenditure against budget for the three months to 31 October 2007.  Overall, staffing budgets were underspent to date and some savings were expected by the year end.  It was expected that the College would be able to achieve the planned surplus of £50k.  The College would continue to monitor the revenue budget carefully throughout the year.  The potential impact of additional capital/estates-related funding had also not been taken into account and some of this funding was expected to be allocated to revenue maintenance.  This would be confirmed in due course, but would not adversely impact on the revenue account overall.

The Chief Finance Officer compared the main differences between the balance sheet as at 31 October 2007 and as at 31 July 2007.  Net fixed assets had decreased by £191k to £21,772k at the 31 October 2007.  This was due to the depreciation charge for the first three months of the financial year.  The College had been awarded capital grants from the Community Regeneration Fund and the SFC.  The assets relating to these grants would be purchased later in the 2007/08 financial year.  
Trade debtors had decreased by £14k to £21k, mostly due to the receipt of outstanding balances due at the year end.  Prepayments and accrued income had reduced from £219k to £455k, mostly due to capital grant income accrued at the 2006/07 year end relating to the East End Campus being received.  The decrease in trade creditors was largely due to timing of supplier payments.  Payroll creditors had increased from £173k to £184k due to higher teaching activity in October as compared to July 2007.  

Accruals and deferred income had decreased from £634k at 31 July 2007 to £406k due to some year-end accruals relating to the completion and move to the East End Campus now being paid.  The student fund balance relates to the Further Education (F.E.) Bursary, F.E. Hardship and Childcare funds.  The increase in the Student funds creditor was due to funding for 2007/08 being received at the start of the year.  Payments were made to students and childcare providers by the College during the year.  The balance of deferred capital grants had decreased due to the first three months of grant release in the financial year.  Current indications suggested that the College would meet its teaching activity target of 34,697 WSUMs set by the SFC.

With no further comments, members agreed to note the contents of the report and its appendices.

12. College Cashflow to 31st October 2007
The Chief Finance Officer spoke to the contents of the report, which sought to apprise members of the College’s cash position as at 31st October 2007 and provided an estimated cash flow to the end of the 2007/08 year.  The College bank balance was £846,393 at the month end.  The cash balance had recovered largely as a result of the final ERDF claim being received for the new Campus and up-front funding provided by the SFC for Hardship and Childcare.

There was still some uncertainty regarding the additional funding allocations from SFC (NEET, Knowledge Transfer and Employer Links).  The College would also receive £340,000 in additional capital funding in March 2008 and had still to finalise plans for spending this funding.  It was assumed that £150k would be spent by the end of July 2008, with the rest carried forward to 2008/09.  J Gow opined that the College would maintain a positive bank balance throughout the 2007/08 year.  Members noted the contents of the report and its appendix.

13. Final Budget Variance Report 2006/07
The Chief Finance Officer spoke to the contents of the report, which sought to provide a summary of variances against budget for the main areas of College activity.  The Vocational School gross expenditure budget for the year was set at £2.3m, which represented around 27% of the College total revenue budget.  There was an underspend of £5k in the School’s staff expenditure.  Overall the School overspent by £28k (1.3%) and delivered 21,258 WSUMs.  The Core School expenditure budget was £1.8m.  The School had underspent on its teaching staff budget largely as a result of staff vacancies and improved efficiency.  Other staff costs were £22k over budget for the year, due to additional hours being worked by staff and the fact that the costs associated with the Prince’s Trust YMCA secondment post had been higher than budgeted.  Overall the School underspent its budget by £56k and delivered 14,039 WSUMs.  In total, academic expenditure across both the teaching schools was within the approved budget for 2006/07.
The advice and guidance budget was £150k for the year.  Due to a continuing short-term staff vacancy, expenditure for the year was £17k under budget.  The marketing budget was underspent by £6,000 at the year end.  The Administration budget was underspent by £15k at the end of 2006/07.  The College allocated £35k to staff development and £36k was spent during the year, as a result of work undertaken by the external consultant involved in the Evaluation of the Learning Experience project.
The Finance budget was underspent by £10k.  Staff costs were underspent by £7k due to posts being filled on lower scale points than budgeted.  Insurance costs were overspent by £11k due to costs relating to the East End Campus.  The bad debt write-off was related to Glasgow City Council de-committing the Glasgow Employment Multiplier project.  Bank interest was higher than budgeted due to more favourable than expected cash flows for the new Campus during the first 9 months of the year.  The College received £10k as a contribution towards EMA administration costs.  An income total of £15k for the sustainable reporting project was carried forward to 2007/08.
The Human Resources budget was underspent by £9,000, mainly due to one post being filled on a lower scale point than budgeted.  J Gow reported that the College budgeted to spend £785k on Estates during the year and various costs relating to the move to the new Campus had been charged to the estates budget throughout the year and were not included in the initial revenue budget for the year.  This had helped the College to achieve a positive cash balance at the year end.  Cleaning and security were overspent by £18k due to the additional twenty-four hour security costs at the new Campus.  
Rates and water were £23k overspent due to Scottish Water failing to invoice for water meter charges for several years.  Overall most of the underspending in Estates related to revenue costs associated with the closure and sale of Shettleston and the removal costs.  The student records budget was underspent by £33k, primarily because two part-time posts were vacant for most of the year.  There was a £49k underspend in the technical support staff budget.
The communications infrastructure budget totalled £39k and the delay in the installation of the wireless network resulted in an overspend of £12k due to the continued operation of the BT communication circuits.  Staff costs at the GELN were underspent by £9k due to short-term vacancies within the section.  The SLA was underspent by £23k as a result of a reduced staffing establishment during the year.  Costs and income for the College management budget were in line with budget at £490k.  The Principal stated that a report which detailed how the College would spend the funding that it had received for the regeneration of the Easterhouse Campus would be considered at the next meeting of the Board of Management and the revised budget would be considered at the Board meeting on 24 January 2008.
The College budget for SFC grants was £7,037 compared to an actual cost of £6,996.  The SFC paid 100% of the fee waiver grant to Colleges in 2006/07, although the College did exceed its activity target by 1,349 WSUMs.  There had been a mismatch between the activity target allocated to the College and the Fee Waiver allocation, which had been forecast throughout the year.  The College had removed stufdents for whom it had been unable to substantiate fee waiver status from the final claim, which had reduced the fee waiver grant by approximately £7,000.
The College budget for depreciation was set at £551k and the actual depreciation charge was £587k.  The College had analysed all expenditure on the new Campus project and had classified £392k of the 2006/07 spend on the project as revenue expenditure.  J Gow opined that the budget monitoring processes in place throughout the year had worked well.  He informed members that the College had achieved an operating surplus of £35k, which was slightly higher than the £22k forecast in the Financial Forecast Return in May.  With no further comments, members agreed to note the contents of the report.

14. Strathclyde Pension Fund Valuation
The Chief Finance Officer spoke to the contents of the report.  He reminded members that the Board of Management had decided to continue to account for the Strathclyde Pension Fund (SPF) as if it were a defined contribution scheme within the terms of Financial Reporting Standard (FRS) 17.  The College contended that the SPF actuaries had been unable to provide a sufficiently accurate analysis of the College share of the overall scheme assets for inclusion in its annual accounts.  Therefore, the College had not recognised any pension fund asset or liability apart from the provision for unfunded early retirements in its balance sheet for the year ended 31 July 2007.  Due to the current high profile nature of pension fund liabilities, the College had decided to request the SPF actuaries (Hymans Robertson) to provide the best available indication of the College share of the scheme assets and liabilities.  The purpose of the report was to provide members of the FCC with a copy of the actuarial valuation.  
Members considered the contents of the valuation report, which estimated that the College share of the SPF assets was £3,656k, with its share of the liabilities totaling £3,691k.  The College was estimated to have a pension liability of approximately £35k.  The College had a provision of £128k at 31 July 2007 for early retirements.  It was noted that the estimated net liability between 31 July 2004 and 31 July 2007 had decreased from £640k to £35k.  J Gow commented that the reasons may have included the transfer of the College’s library staff to Glasgow City Council, since they were scheme members.  He acknowledged that it was encouraging that the scheme financial position appeared to have dramatically improved over the past year.  
Members noted the contents of the report and its appendices.

15. Valuation of East End Campus
S Doubble spoke to the contents of the report, reminding members that during 2006/07 the College had completed the East End Campus with the building becoming operational in March 2007.  As part of the 2006/07 annual account audit procedures, KPMG had requested that a valuation of the East End Campus was performed as at 31 July 2007.  The College had engaged James Barr to value the Campus.  The purpose of the report was to inform members of the FCC of the result of this valuation.
Members considered the valuation report.  James Barr reported that the most suitable method of valuation for inclusion in the annual accounts was the depreciated replacement cost valuation.  This valuation required an estimate of the market value of the land for its existing use and an estimate of the replacement cost of the building, from which deductions were then made to allow for age and condition.  Members were asked to note that the valuation for the buildings in the report by James Barr excluded VAT. 

The depreciated replacement cost valuation, including VAT on buildings, provided by James Barr as at the 31 July 2007 was £435k for land and £13,413k for the buildings and this was the valuation that was recorded in the 2006/07 annual accounts.  KPMG had also requested that the East End Campus was valued on a component basis.  Members considered the contents of the component valuation.  The building elements had been allocated expected useful lives of between 25 and 125 years.  FRS 15 required that depreciation was charged over a maximum of 50 years unless a full impairment review was carried out every year.  Consequently, no elements of the building would be depreciated over more than 50 years.  The Chief Finance Officer explained that this meant that components with an expected useful life of less than 50 years would be depreciated over that expected economic life.  Where a component had a useful economic life greater than 50 years, the useful economic life would be restricted to 50 years and the component would be depreciated over a useful economic life of 50 years.  
A Woolley commented that the rateable value mentioned in James Barr’s report would be of concern to the College if the College lost its charitable status.  I Graham reported that the College’s Charitable Status had been discussed at the Scottish Parliament’s Petitions’ Committee, which had concluded that Scottish Ministers should reconsider their earlier decision.  Members agreed to note the contents of the report.
16. Bursary Allocation 2007/08 and Student Support Clawbacks 2005-06
The Chief Finance Officer spoke to the contents of the report, reminding members that Colleges in Scotland received an annual allocation of bursary funds from the SFC to financially support eligible full and part-time learners.  Members were further reminded that the SFC ‘clawed back’ unspent bursary funds in excess of 5% of a College’s allocation.  Members considered SFC circular FFED/2600/0200 which announced adjustments to the bursary allocations and clawback amounts for Cumbernauld College and Stevenson College.  Both Colleges had received increased allocations for 2007/08 and reduced clawback in relation to 2005/06.  However, there had been no impact on the allocation or clawback for John Wheatley College.  Members noted the contents of the report and its appendix.
17. Bursary Funds and Education Maintenance Allowances
The Chief Finance Officer spoke to the contents of the report, which sought to apprise members of the actual allocation of bursary funds for 2007/08 and to apprise members of the bursary and Education Maintenance Allowances (EMA) commitment for the current year.  He revealed that the College’s bursary allocation for academic session 2007/08 was £499,728.  The College had £4,786 in respect of unused funds brought forward from the previous year, resulting in a total of £504,514 being available for student support during academic year 2007/08.  The SFC had imposed a cap of £89,951 on the amount that could be spent on study expenses.

There had been 362 bursary/EMA applications to date.  Bursaries had been awarded to 316 full-time students, resulting in a commitment of £574k.  EMAs had been awarded to a further 106 students.  The analysis of bursary funds indicated that there was an over-commitment of £178k.  He reminded members that Colleges that anticipated overspending their Bursary, F.E. Hardship and/or Childcare Fund allocations were permitted to request additional funds from the SFC in February each year.  J Gow stated that the College intended to request an additional bursary allocation.

Historically, the College’s bursary fund was normally overcommitted prior to the Christmas holidays.  However, the current over-commitment was higher than in previous years, probably as a result of the new East End Campus.  Nevertheless, student withdrawals and students’ awards which were reduced as a penalty for unsatisfactory attendance would result in a reduction of the over-commitment.  He reminded members that the College’s bursary allocations were determined mainly by their bursary spends two years prior to the current year.  The Chief Finance Officer opined that the current position reinforced the College’s argument that its allocation was not sufficient to satisfy the number of applicants the College received.  I Graham commented that the current national trend in Colleges was a reduction in the number of full-time enrolments, partly due to demographics and the current labour market.
With no further comments, members agreed to:

i) note the contents of the report; and

ii) request the Principal and Chief Finance Officer to report back to future meetings as appropriate on the progress of any future allocation of funds.

18. Childcare Funds – Financial Year 2007/08
The Chief Finance Officer spoke to the contents of the report, which sought to apprise members of the allocation of childcare funds for the financial year 2007/2008.  The childcare support available to the College for financial year 2007/08 was initially £210,000 and this allocation was to be used entirely for providing support towards the childcare costs of the College’s full and part-time FE students.  As was the case during session 2006/07, the demand for the College’s Childcare Fund for 2007/08 exceeded the College’s allocation.  However, J Gow asked members to note that the College could vire money from its hardship fund to augment the childcare funds if necessary.  He revealed that at 31st October 2007, 100 applications for childcare had been supported.  
Members agreed to:

a) note the contents of the report; and

b) request the Principal and Chief Finance Officer to report back to future meetings as appropriate on the progress of any future allocations of childcare funds.

19. Further Education Hardship Fund – 2007/08 – Update Report
The Chief Finance Officer spoke to the contents of the report, reminding members that the F.E. Hardship Fund was an allocation of money which the College received from the SFC to assist both full and part-time students who were experiencing financial difficulties when attending non-advanced College programmes.  The purpose of the report was to apprise members of the disbursement of funds for session 2007/08.
The College’s gross allocation for session 2007/08 was £145,963.  Added to this amount was the sum of £4,567 in respect of unallocated funds brought forward from the previous academic year, bringing the total available funds for 2007/08 to £150,530.  There had been 195 applications for support from the F.E. Hardship Fund.  Awards had been made to 149 students.  Forty-six students had either been refused support or had been advised that they needed to submit additional evidence before their applications could be considered.  A total of £82,481had been allocated to students to date.  Fifty-five students would receive assistance on an installment basis throughout the academic year and a further 94 had been awarded one-off payments.  J Gow anticipated that the College would be required to vire £60,000 from the F.E. Hardship Fund to the Childcare Fund to meet students’ needs.
Members noted the contents of the report and its appendix.

20. Higher Education Childcare Fund and Higher Education Hardship Fund Academic Year 2007/08 – Update Report
The Chief Finance Officer spoke to the contents of the report.  He reminded members that the Higher Education Childcare Fund (HECF) and the Higher Education Hardship Fund (HEHF) were allocations of money which the College received from the Students’ Awards Agency Scotland (SAAS) to assist students who were undertaking Higher Education programmes at the College.  The HEHF was available to both full and part-time students and was intended to assist students that were experiencing financial difficulties.  The College’s allocation for HECF and HEHF for session 2007/08 was £14,168 and £7,953 respectively.  Added to this amount was the sum of £4,546 in respect of unallocated funds brought forward from the previous academic year.  However, ‘clawback’ from SAAS in respect of previous years’ underspends was £3,429.  This brought the total combined funds available for 2007/08 to £23,238.  J Gow reminded members that Colleges were permitted to vire up to 60% of the HE Childcare Fund allocation into the HE Hardship Fund if demand required.

Members were informed that there had been 35 applications for support from the HEHF to date.  Thirty-one students had received support and 4 students were not eligible or did not provide sufficient evidence to merit an award.  The total allocation to date was £14,400.  There had been 8 applications for support from the HECF.  All applications had been approved, resulting in an allocation of £7,700.  A Kirk commented that some students were due to receive funding in March, but the money had been allocated.

With no further comments, members noted the contents of the report and its appendix.

21. Finance Team Operational Plan 2007/08
The Chief Finance Officer spoke to the contents of the Finance Team’s Operational Plan for session 2007/08.  He stated that the plan would be used as a basis for monitoring the performance of the Finance section at the end of the year and proceeded to provide an overview of his Team’s key operational activities.  One of the key tasks for the Team was the preparation of the annual report and accounts, which had to be prepared to professional standards according to guidance issued by the Accounting Standards Board and the SFC.   In order to ensure that the College remained compliant with accounting guidance, the Finance section maintained a library of relevant publications and staff undertook Continuing Professional Development (CPD) on an on-going basis.  I Graham commended the significant and positive role played by S Doubble in the preparation of the accounts.  Members endorsed this opinion.
He stressed that his team strove to provide internal and external audits with any information sought as quickly as possible.  The section was typically visited by external auditors twice per year and internal auditors a further four times per year.  Other audits performed during the year included those in relation to Glasgow City Council Adult Literacy and Numeracy programmes, Community Regeneration Fund projects and European Regional Development Fund (ERDF) projects. 
Senior members of the Finance Team led on the preparation of the annual budget, which established the financial plan for the College for the upcoming year.  A finance strategy was also prepared annually to put in place medium-term financial plans, as part of the overall College annual strategic and operational planning cycle.  The preparation of SFC returns formed another important aspect of the department’s work.  The main SFC annual returns consisted of the Financial Forecast Return (June), the Annual Accounts and Unit Cost Return (December), the Benchmarking Return (January) and the new Individual Student Support Return (ISSR) due in December.  Additionally, the SFC regularly requested information on pension costs and procurement.  The Chief Finance Officer stressed that one of the most important functions of the Finance section was to monitor the budget.  The section ensured that budget holders had a good grasp of their financial position and that this information was appropriately aggregated and reported on to give an overall view of the College’s financial performance and projected outturn to the end of the year.

The College paid over 4,000 invoices each year.  Finance ensured that payments to suppliers were properly authorised before payment was made.  BACS was the main method of payment to suppliers.  The section also raised invoices for amounts due to the College and chased outstanding debts in line with College policies.  A range of student support funds including Bursaries, EMAs, Hardship Funds and Childcare Funds were also administered to a high standard.  The total allocation for these funds was in excess of £1m annually.  
Finance was responsible for a significant part of the Fee Waiver administration procedures, which was undertaken in conjunction with the Administration and Student Records’ sections.  Procedures were constantly reviewed in this area to improve processes incrementally.  J Gow opined that performance in this area had significantly improved over recent years.  The fixed asset register was maintained throughout the year to ensure that the College had appropriate accounting records in relation to its asset base.  With the establishment of Advanced Procurement for Universities and Colleges (APUC), procurement had become a much higher priority in the past year.  The Finance Manager was undertaking a Chartered Institute of Purchasing and Supply (CIPS) qualification.  A further consequence of APUC had been an increase in information requests regarding procurement at the College.

Finance processed approximately 900 purchase orders per year.  Whilst financial information was primarily reported to the FCC, staff regularly prepared reports for the Board of Management, the Audit Committee, Capital & ICT Committee and Academic and General Purposes Committee.  The number of ESF projects reduced to one for the start of the 2007/08 session.  In 2007/08 it was likely that the College would be involved in audit checks on projects that had or would come to an end.  Finance also managed the College cash flow and bank accounts.  
The Chief Finance Officer complied with CIPFA best practice guidelines in relation to CPD.  The department was supporting an HNC Accounting place on a day-release basis.  The Principal commented that the College’s Annual Audit report had commended the move to permanent contracts for the Finance Team.  J Gow reported that an introduction to College Finance seminar had now been added to the College Quality programme to further improve financial awareness.  
J Gow proceeded to provide an overview of the Finance Team’s operational targets for the 2006/07 financial year, which included improving invoicing and debt collection procedures and updating and reviewing financial procedures.  The Chief Finance Officer emphasised that the Finance team would seek to continue to improve or maintain the quality of service provided in relation to all the areas of work previously discussed.  With no further comments, members noted the contents of the report.

22. Risk Management – Risk issues to be considered as a consequence of the consideration of the above agenda

In response to a suggestion from the Principal, members agreed to add the issue of FRS 17 to the risk register.  I Graham opined that the risk was neither material nor likely.

In response to an enquiry from B Rooney, J Gow confirmed that the College overdraft facility would be reviewed after March 2007.
23. Closure

The meeting closed at 6.10 pm, with the Chair thanking all members for their attendance.
24. Date of Next Meeting

The next meeting of the Financial Control committee is scheduled to take place on 14 February 2008 at 5 pm.
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