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Bournemouth and Poole College
MINUTES OF THE SPECIAL BOARD MEETING HELD ON 28 FEBRUARY 2008

Members Present:

	Bernard Vaughan OBE
	Chair 
	Mark Pitcher
	

	Geoff Richardson
	Vice-Chair
	Mr. Matthew Holbrook-Bull
	

	Guy Spencer
	
	
	

	Lawrence Vincent
	Principal
	
	

	Gillian Drewitt
	
	In attendance:
	

	Joy Postings
	
	Sue Ratcliffe
	Clerk to the Corporation

	Peter Taylor
	
	Diane Grannell
	Vice-Principal (Funding, Data and Planning)

	Mike Humphries
	
	Roger Simons
	Vice-Principal (Business Development)


	
	
	VOTES AND RESOLUTIONS

	01/08
	APOLOGIES FOR ABSENCE
Apologies for absence were received from Mr. Tony Heaton and Ms. Gill Rushton and permission granted.  An apology was also received from Ms. Sue Clyne.

	

	02/08
	CODE OF CONDUCT
Members had nothing to declare 
	

	03/08
	CAPITAL BID: APPLICATION IN PRINCIPLE

The Chair explained that a report had been circulated to the Finance and General Purposes Committee seeking approval for the final version of the Application in Principle.  He had decided to call a full Board meeting due to the importance of the decision and circulate the report to all Board Members.  He further reported that this matter had been discussed by the Finance and General Purposes Committee at their meeting earlier in the afternoon.
The Vice-Principal (Funding, Data and Planning) presented the report reminding Board Members that the application in principle had been approved for submission in October 2007 and following this many discussions has taken place with the LSC in preparation for going forward to Regional Committee next Friday.  The LSC assured her that it was normal for the financial plan to be left until last and therefore during the last 4 weeks, she has been working with their financial director doing a lot of modelling around affordability and reported that the LSC are expecting us to increase our borrowing.  She reported that she felt that the submission as presented is affordable, but challenging and is as much as The College can reasonably be expected to do.

The Board’s attention was drawn to the table at item 3 of the report which compared the financial aspects of the original submission with the final submission and identified the changes.   It was noted that the LSC like to see costs expressed without inflation.

The Vice-Principal summarised the changes and explained that importance of testing our own affordability at this stage.  She explained that there were 3 key areas that the Board must be comfortable with:  1. Borrowings, 2. Proceeds of asset sales and 3. Capital grant drawn down profile.

1. Borrowings – the new long-term borrowing figure will increase to £15,775m which includes current borrowing and an additional £1.5m for dilapidations as the LSC will not accept as part of project costs.   It was confirmed that as a category A college, we should have long term borrowings of between 30 – 40% of income 3 years after the end of the project, this proposal delivers 30.1%, 3 years after.  The Vice-Principal believes this is the maximum we can afford.
2. Proceed from asset sales  -  The LSC are expecting all the proceeds to be put to the project.
3. The normal pattern for receipt of grant is 10% in first year followed by 3 equal instalments over the next 3 years.  However what happens in practice is that colleges are encouraged to claim grant as it actually happens and in direct proportion to cash flow and the advise receives suggests that we should submit a proposal to reflect this draw down pattern.  The Board were informed that this patter has a dramatic effect by reducing the need for short-term borrowings to only £1m compared to the original expectation nearing £30 m and this saves £2m in interest payments.  Offset this against ability to fund long term borrowing leaves in better position.  However, there is concern if the LSC do not allow this after we have increased the long term borrowing, it was suggested that this leaves us in such a position that affordability is in question and the Vice-Principal explained that she has written this into the commentary, so strongly to say that we will have to reconsider if they dot allow this pattern of drawn down.    She further reported that she has been advised by the LSC that they are able to support the suggested drawn down pattern and it was agreed this will be part of the submission on Friday. 
Further discussion followed on the position with Inflation, members asked if it was movable.  It was confirmed that at detailed stage, when we have the contractor on board, they will work out the final price which will include inflation.  It is estimate at this stage.    Emphasis made that it is responsibility of the College after detailed permission is granted and final funding is approved.  If we go back at detailed with any amendments, the LSC will look at levels of grant but after that the commitment is ours.

The Board discussed a risk analysis of borrowings and asked will we get fixed rate?  The Vice-Principal explained that a it is a little early, but she has had initial conversations with banks, and will recommend at least some fixed rates but we need to consider how risk adverse we are as interest rates can go up as well as down.  Seem to be a mixture, some fixed – caps etc.  LSC will look only at additional project costs – interest rate would be our problem – the assumptions are based on a rate of 5.75%, which is a quote that the bank gave us.  We must demonstrate affordability and do another forecast before detail.  
The Chair wished to ensure Board members were clear that the figures used in respect of the disposal of asset is a red book valuation made at the time of the submission. Members noted that the LSC suggest that if we gain more they would expect at best to share it if not take all and reduce their liability and not ours.  This is still to be negotiated.
It was agreed that the assumptions need to be recorded in the risk register, together with the risk related to the draw-down pattern.
It was RESOLVED that

The following financial amendments to the submission approved by the Corporation on 

4 October 2007 be approved:

a)
Project Cost:
£102,746,000 (without inflation) £123,821,000 (with inflation).

b)
Financed by:

A request to the Learning & Skills Council  for capital support of                                           

£85,411,000 

(without inflation)

Asset sales

   £3,060,000

A long-term project related debt of 

  £14,275,000

                                                            Total

£102,746,000

· With a revolving credit facility of short-term borrowings of £936,000.

c) The Board agreed that the draw down of the capital grant from the LSC be in direct proportion to project cashflow rather than the traditional equal instalment method.   This change is critical to affordability and the Board must receive confirmation in writing, or some agreed form of comfort, from the LSC that the capital grant will be paid in this way, prior to final approval.

d) In consideration of the information presented to them, the Board will require, prior to the submission of the application in detail, 

I. The opportunity to review all aspects of the project.

II. Confirmation in writing, from the Executive, that adequate controls are in place to monitor spend on the project, in accordance with agreed specifications.

III. Approve a scheme of delegation in relation to the Capital Project. 

IV. Written confirmation from The College’s bankers that sufficient facilities are in place to meet the requirements of the Project.

V. Confirmation from the Vice-Principal (Finance, Data and Planning), having made enquiries from the Actuary/Local Authority, it is not anticipated that The College will be required to make a cash injection to the LGPS, from its own funds.

VI. Confirmation that the Project has been designed in phases that will allow for termination points, should the Project be no longer financially affordable or grant funding is withdrawn.

VII. Confirmation of the continuity of the ongoing release of capital grant funding.

e) Assurance that the final bid document, seeking approval in detail, complies with LSC requirements with regard to the financial forecast and in particular shows The College achieving an operating surplus in each of the years after the completion of the Project. 


	Proposed by:  Guy Spencer
Seconded by:  Mark Pitcher
Vote:  Unanimous


	04/08
	MATTERS BROUGHT FORWARD BY THE CHAIR

Appointment of Principal

The Chair confirmed that the Selection Panel recommend the appointment of Lawrence Vincent as Principal following recent interviews, he confirmed that negotiations concerning salary and timescale were taking place and informed members that a report would be presented to the Board in March.  He expressed his thanks to all Board members who participated in the interview process.

	

	05/08
	Request for Release of Information (Freedom of Information Act)
The Clerk to the Corporation handed round a report seeking the support of the Board to release information as requested under the Freedom of Information Act following a public interest test.

The Board noted that a request had been received from a reporter from the local paper to view the minutes of the Board meeting held on 18 October 2007, which have been deemed confidential in their entirety.

RESOLVED that the minutes should be released with the exception of one sentence, which is covered by the provisions of the Data Protection Act.


	Proposed by:  Peter Taylor

Seconded by:  Joy Postings

Vote:  Unanimous



	06/08
	DATE OF NEXT MEETING
It was confirmed that the next meeting will be held on 20 March 2008
	



MEETING OF THE

BOARD OF THE CORPORATION

28 FEBRUARY 2008
CAPITAL APPLICATION TO THE LSC FOR APPROVAL IN PRINCIPLE (AiP)

It was RESOLVED that

The following financial amendments to the submission approved by the Corporation on 

4 October 2007 be approved:

a)
Project Cost:
£102,746,000 (without inflation) £123,821,000 (with inflation).

b)
Financed by:

	A request to the Learning & Skills Council  for capital support of                                           

            
	£85,411,000 

(without inflation)


	

	Asset sales

                                                               
	   £3,060,000
	 

	A long-term project related debt of 
	  £14,275,000
	 

	                                                            Total
	£102,746,000
	

	· With a revolving credit facility of short-term borrowings of £936,000.




f) The Board agreed that the draw down of the capital grant from the LSC be in direct proportion to project cashflow rather than the traditional equal instalment method.   This change is critical to affordability and the Board must receive confirmation in writing, or some agreed form of comfort, from the LSC that the capital grant will be paid in this way, prior to final approval.

g) In consideration of the information presented to them, the Board will require, prior to the submission of the application in detail, 

i. The opportunity to review all aspects of the project.

ii. Confirmation in writing, from the Executive, that adequate controls are in place to monitor spend on the project, in accordance with agreed specifications.
iii. Approve a scheme of delegation in relation to the Capital Project. 

iv. Written confirmation from The College’s bankers that sufficient facilities are in place to meet the requirements of the Project.

v. Confirmation from the Vice-Principal (Finance, Data and Planning), having made enquiries from the Actuary/Local Authority, it is not anticipated that The College will be required to make a cash injection to the LGPS, from its own funds.

vi. Confirmation that the Project has been designed in phases that will allow for termination points, should the Project be no longer financially affordable or grant funding is withdrawn.

vii. Confirmation of the continuity of the ongoing release of capital grant funding.

h) Assurance that the final bid document, seeking approval in detail, complies with LSC requirements with regard to the financial forecast and in particular shows The College achieving an operating surplus in each of the years after the completion of the Project. 
02/08
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