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Policy & Resources Committee 

Approved Minutes  

Minutes of a Meeting of the Committee held on Monday 19 November 2018 at the 

Southend Campus at 6.00 pm. 

Present:  Dr R Gray (Chairman) 
   Mr R Launder 
   Ms A O’Donoghue CBE 

Ms M West 
    
In Attendance: Mr A McGarel (Deputy Principal & Chief Executive) 
   Mrs R Brooks (Head of Human Resources – item 7) 
   Mr S Smith (Vice Principal, Corporate Resources) 
   Mr P Moore (Director of Finance) 
   Mr R I Millea FCA (Clerk to the Corporation) 
 
1. Apologies for Absence  
 
Apologies for absence were received from Ms O Buck, Mr D O’Halloran and Ms S 
Lane (Vice Principal, Curriculum & Quality). 
 
2. Declarations of Interest 
 
The Clerk declared his interest as Clerk of Chelmsford College and as Company 
Secretary of Essex Shared Services Limited. 
 
The DPCE and Richard Launder declared their interests as Directors of Essex 
Shared Services Limited. 
 
3. Urgent Business 
 
The PCE referred to the College HE Annual Performance Review which is due to be 
submitted on 3 December 2018 and must be approved by the Board. The Board 
meets on that day but after submission is required. It was AGREED that Rod Gray 
and Terry Knight would review the document (as they did last year) and the Board 
would APPROVE the submission based on their review. 
 
4. Minutes of the Meeting held on Monday 24 September 2018 
 
The Minutes of the Meeting held on Monday 24 September 2018 were APPROVED 
and SIGNED by the Chairman. 
 
5. Matters Arising 
 
The Clerk REPORTED that the Board had approved the following documents at their 
Meeting on 15 October 2018 on the recommendation of this Committee: 
 

• HR KPIs for 2018/19 

• Finance KPIs for 2018/19 
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• Committee Terms of Reference 
 
The Committee NOTED that the HR and Finance KPIs will need revising once the 
merger with PROCAT has taken place early next calendar year. 
 
The Clerk REPORTED that two HR points raised at the last Meeting are covered in 
item 6 below relating to the Occupational Health Service in the College and 
consideration of HR targets for the future, as distinct from KPIs. 
 
6. Human Resources Report (Paper PRC.18.22) 

 
Staff Absence and Turnover 

 
The Committee RECEIVED a Report from the College’s Head of Human Resources 
providing the Committee with information regarding staff absence and staff turnover 
matching actual experience to KPIs. This is a standing item on the agenda of this 
Committee. 
 
The current rolling absence rate is 10.18 days absence per person per annum 
against the College KPI of 7 days per person per annum during the twelve month 
rolling period to 30 September 2018, which is slightly lower than the rolling rate 
reported in the last Report at the September Meeting (10.41) and the rate last year.  
 
The actual rate therefore exceeds the KPI for 2018/19 of 7 days per person per 
annum. 
 
Short term sickness remains a key concern as it equates to 86.31% (September 
figure was 79.7%) of absences, the balance being long-term, higher than in the last 
Report. Roney Brooks reiterated that reasons for sickness are explored for validity 
and to ensure consistency of treatment across the College, as well as supporting 
staff genuinely unwell.  
 
The principal reasons for absence are neurological (migraines, flu, colds etc) and 
these instances are being watched to see if there might be underlying symptoms of 
stress and anxiety. There were 5 incidents of stress reported in September 2018. 
 
HR Advisers have targets to review all absence incurred within their areas and 
develop action plans to effectively manage absence and their work is reported 
through to the Senior Management Team. The aim is to decrease the overall level of 
absence. 
 
The staff turnover rate for the month of September 2018 was 1.44%. On an 
annualised basis, this would equate to 17.28%, slightly over the KPI set for this year. 
 
It was noted that all of the departures in September 2018 (13 in all) were due to staff 
deciding to leave the College via Natural Wastage. 
 
The AoC Workforce Data Report (published June 2018) indicates vast majority of 
Colleges report an average turnover of 17.4%. 
 
Governor questions 
 
Roney Brooks informed the Committee that, due to other current work pressures, it 
has not been possible to consider further Occupational Health Services in the 
College, following the unsuccessful tender in the summer. We are continuing with 
our current arrangements on an ongoing rolling basis, but remain less than satisfied 
with their performance. One option which will be considered is sharing the service 
with Chelmsford College. 
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As noted in 5 above, HR targets will be considered further once the merger with 
PROCAT has taken place in February next year. 
 
Rod Gray asked about the reporting of stress of staff and Roney Brooks said it is 
being recorded carefully. Furthermore, the College is following its Wellbeing Policy 
with support being offered to staff if necessary. 
 
Roney Brooks said it was important to know the staff, understand their concerns and 
their individual circumstances which is done through a stress management 
assessment to try and get at the cause of the stress. 
 
Rod Gray asked about the validity of extrapolating the figures on turnover based just 
on the experience of September and Roney Brooks agreed it gave some clues but it 
is no more than that at this stage. It is not a reliable trend until there is more data. 
 
Rod Gray asked about a HR liability case which had been reported by Eversheds in 
their legal due diligence on PROCAT. Roney Brooks briefly explained the 
circumstances of this and said that she is meeting with the staff member concerned 
to attempt to expedite the matter to a conclusion. 
 
Roney Brooks also reported that an SEC Employment Tribunal claim remains 
ongoing. It has been scheduled for a seven day hearing soon.  
 
The Report was NOTED. 
 
7. Strategic Developments in South Essex (Paper PRC.18.23) 
 
This item was deemed to be a Confidential Item under the Instrument & Articles and 
a separate minute has been prepared, which is attached to these minutes. 
 
8. College Finances (Paper PRC.18.24) 

 
(a) Management Accounts for the two months ended 30 September 2018 

Income & Expenditure Account 

Total income to 30 September 2018 amounted to £6.452 million and total 
expenditure amounted to £6.501 million, giving rise to an operating deficit for the two 
months ended 30 September 2018 of £49K. After crediting release of the revaluation 
reserve for the year to date of £30K, the final deficit amounts to £19K, compared to 
the budgeted deficit to date of £122K, a favourable variance of £103K.   

The Committee were reminded that the results in the Management Accounts do not 
include any adjustments for Pensions accounting in respect of the Essex LGPS and 
are subject to any final funding adjustments.   

The Management Accounts include a detailed Commentary on all major lines of 
income and expenditure.   

The Director of Finance provided a verbal commentary on the variances against the 
2018/19 budget. Full details were provided in the paper to Members but the key 
points are summarised as follows: 

• Higher than expected year to date income from Apprenticeships due to the 
budgeted profile (total £115K)  

• Lower than expected subcontracting income, offset by underspent sub 
contracting costs (net £19K adverse variance)  

• Tuition fees and other income in line with budget 

• Staff costs over budget by £80K 
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• Other costs favourable against budget by £39K to date but expected to be in 
line with budget for the year 

The Director of Finance advised that work is underway to closely monitor staff costs 
and utilisation. In addition, close monitoring will be required on AEB income and 
Higher Needs income from Local Authorities during the year in order to meet the 
budgeted amounts, which currently are being reported, on a phased basis. 

The Director of Finance advised that the current Financial Health position at 31 July 
2018 is Satisfactory and that has been confirmed by letter from the ESFA, a copy of 
which was provided to the Committee. It is expected to remain as Satisfactory at 31 
July 2019 based on the financial plan submitted to the ESFA and reviewed by them. 

Balance Sheet 

At 30 September 2018, group net assets stood at £41.9 million, including fixed 
assets of £103.1 million. General provisions of £19.8 million represents virtually 
entirely the pension liability under FRS102, as calculated at 31 July 2018. 

The Director of Finance noted that the treatment of the sale of the Nethermayne site 
in the Management Accounts was not correct, but has now been agreed with the 
auditors so that the next Management Accounts Report will contain the amended 
position. The change will not affect the college’s Financial Health adversely.       

All bank covenants continue to be met (debt service cover and gearing). The current 
ratio at 30 September 2018 was 0.89. 

Outstanding debtors 

The Committee were provided with an analysis of outstanding debtors at 30 
September 2018 which amounted to £6,279K, of which £5,601K were not yet due. 

The College also has Notes Receivable (from Redrow in connection with the 
Nethermayne Sale) of £27,179K. 

The bad debt provision amounts to £358K and is deemed to be sufficient. It was fully 
reviewed at 31 July 2018 and slightly decreased as a result of that review. 

Cash flow forecast 2018-19  

Reports on the cash flow of the College continues to be a regular item on the 
Agenda of this Committee and the forecast for the remainder of this year was 
provided to Members.  

The Director of Finance explained that it is not anticipated that the College will 
experience any short term cash flow shortfall in the January to March period next 
year. 

The Committee otherwise NOTED the position. 

(b) Draft Audited Annual Report and Accounts for 2017/18  

The DPCE and the Director of Finance PRESENTED the draft Annual Report and 
Financial Statements for the year ended 31 July 2018 for the College Group and its 
subsidiary company – South Essex Commercial Services Limited. 

The Committee also RECEIVED for information the Annual Report and Financial 
Statements for Essex Shared Services Limited (the College’s joint venture company 
with Chelmsford College), noting that the Board of ESS had considered these 
Accounts at its Meeting on 12 November 2018, and which are expected to be 
approved shortly once tax issues are resolved. 
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The Statements will be reviewed by the Audit & Risk Committee on 21 November 
2018, together with the Report of the Auditors (KPMG) and their Audit Highlights 
Memorandum. The Clerk will pass on to the Audit & Risk Committee the views of this 
Committee to assist them in reviewing the Statements and recommending their 
approval by the Board on 3 December 2018. 

The Committee also noted the requirement for the Board to be satisfied that the 
College is a going concern before the Accounts are signed off. The Committee 
considered (Agenda Item 7(c)) a separate paper on Going Concern. 

The College generated an operating deficit for the year of £440K, slightly lower than 
as reported in the July Management Accounts.  After taking account of charges 
relating to the LGPS pension scheme of £2,311K (pension service charges £1,705K 
and pension interest charge £606K) and the actuarial gain for the year of £7,573K, 
together with the gain on the disposal of the Nethermayne property asset of 
£35,497K, the final reported surplus amounted to £40,319K, as shown in the 
Statement of Comprehensive Income.. 

The accounts for SECS showed a small deficit of £5,737.               . 

The Director of Finance brought the following matters to the attention of the 
Committee: 

• The statutory and regulatory audit is finished subject to final formalities (Letter 
of Representation, Letters of Comfort for SECS and ESS) and no material 
misstatements or errors in the accounts have arisen. 

• KPMG have advised that no adjustments will need to be made to the 
accounts and their Reports will be unqualified 

• The College will not have to repay any funds to the ESFA in respect of 
Apprenticeships income nor in respect of the Adult Education Budget (AEB) 
by way of clawback to the ESFA in February 2019, as the College met its 
cash allocation for the year 

• Essex Shared Services Limited reported  comprehensive income for the year 
of £280K, which is net of actuarial gain and pension interest and other costs  

• The main movements in the figures mentioned in the previous bullet point 
were pension service charges of £65K and pension interest charges of £28K    
and an actuarial gain of £374K, net of applicable deferred tax on the gain. 

Peter Moore mentioned that the Accounts and the Annual Report require some 
presentational changes and textual additions but the substance of the Accounts will 
not change. 

Having taken into account the Going Concern paper (Agenda Item 7(c)), the 
Committee RECOMMENDED, subject to clearance of outstanding points including 
adjustments mentioned above and any recommendations of the Audit & Risk 
Committee, the Annual Report and Financial Statements be approved by the 
Corporation at its Meeting on 3 December 2018.  

(c) Going Concern Report 

The Committee considered a Report from the DPCE and the Director of Finance as 
to the College’s going concern status at the proposed date of signing of the 
accounts on 3 December 2018. The Board will be required to consider the going 
concern status of the College for the twelve month period commencing with 3 
December 2018. 
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The following points were noted: 

• Cash will remain tight in the first three months of 2019 but it is not 
anticipated that the College will experience short term cash shortfalls at this 
time 

• Cash is closely monitored on a daily basis and reforecasted on a monthly 
basis for the succeeding two years 

• The College’s Financial Health is Satisfactory and this is expected to 
continue for the foreseeable future 

• The College’s Notice of Financial Concern has been removed by the ESFA 

• The merger of PROCAT is subject to the necessary funding from the 
Transactions Unit Restructuring Fund and will not affect going concern 
 

The Committee AGREED that the College is a going concern and to RECOMMEND 
this to the Board on 3 December 2018. 
 
(d) Lennartz Update 

The DPCE REPORTED at the last Meeting of the Committee that the Lennartz VAT 
case which is being led by Colchester Institute on behalf of 17 FE Colleges was 
heard in July 2017. A decision was announced recently and HMRC have rejected the 
Application by the Colleges to the proposal that VAT should not be paid on buildings 
on the grounds that the premises are for educational purposes and therefore exempt 
from VAT. This is the situation with schools. 

The consultants acting for the Colleges consider the decision and the reasoning to 
be flawed and the Colleges are considering an Appeal to a higher judicial authority. 

Since the last Meeting, a case involving Wakefield College has been considered by 
the High Court (higher court than HMRC Tribunal) and has rendered a decision 
contradictory to the Colchester case decision. 

If the case is ultimately not successful, the impact on the College will be cash flow 
only in paying amounts of VAT back to HMRC which the College has suspended and 
the future balance that remains outstanding. A provision exists in the College 
balance sheet for the total liability. There is the risk of interest and penalties, which 
have not been provided for in the accounts, but it is included as a contingent liability. 

The Wakefield decision has prompted a review by the college’s VAT advisers 
(VATAngles) in connection with this issue. 

The DPCE briefly recapitulated the Lennartz matter for the Committee: 

• Luker Road was constructed in 2004 and the College claimed back the 
attributable VAT 

• The College agreed, under the Lennartz scheme, to repay this VAT over 20 
years, i.e. by 2024  (this was in effect a loan from HMRC) 

• The law changed in 2007 to redefine the economic life of the building to ten 
years 

• The College did not make the required alterations to the repayment of VAT 
and kept to the 20 year time scale 

• It is the view of the VAT advisers that in law no VAT output tax is payable in 
any event and this is reinforced by the Wakefield decision 

• If no VAT is payable, then the College has a claim against HMRC of £735K, 
which has been made 

• In any event, the College should not have paid anything beyond January 2016 

• The College retains a provision on its balance sheet in the amount of £1.53 
million which may well not be necessary 
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• The College indicates in a contingent liability note in its accounts that HMRC 
may levy interest and penalties on any outstanding balance due to them but, 
no amount is considered likely to be due, this contingency is very unlikely 

The Wakefield decision now gives a clear opportunity to resolve this matter and the 
VAT advisers are pursuing a settlement with HMRC, along with the other Colleges 
with whom SEC joined to bring forward the original claim. 

It is quite likely, therefore, that the provision on the balance sheet may be able to 
reversed back to income later this academic year and that it will not be necessary to 
make any further payments to HMRC on the Lennartz matter, thus saving the 
College £180K per annum. 

There is the further possibility of a refund of £735K as mentioned above if it is 
agreed that VAT is not chargeable on the original building construction in Luker 
Road at all.    

The Committee NOTED the position. 

(e) Financial Health 

The Committee RECEIVED a copy of a letter from the ESFA dated 15 October 2018 
with their confirmation that the College’s Financial Health based on the 2017/18 
outturn year was Satisfactory and that, for the current budget year based on the 
College’s Financial Plan, will continue to be Satisfactory.  

Based on further projections, the College’s Financial Health for 2019/20 should rise 
to Good, but the merger with PROCAT may change this.  

(f) Learner Numbers and Financial Implications for 2018/19 

The DPCE PRESENTED a Paper to the Committee outlining the funding for the 
current year and progress in respect of enrolments in meeting the 16-18 student 
number target. 

Learner numbers are currently 4607 on the ILR against learner allocation of 5010. 
The College expects to be a little short on the 16-18 target because there are 200 
sub-contracted and some 14-16 learners to be added plus possibly some PROCAT 
learners (maybe 100) not yet input into the system. This may increase the learner 
numbers to 4950 plus.  

The DPCE indicated that it is looking unlikely that we can reach the allocation of 
5010 in which case there will be a reduction to our income in 2019/20 under the 
lagged funding model. This is likely to be in the region of £250K. 

The PCE said that there were some grounds for optimism in the future to grow our 
numbers 

• Demographic upturn is coming in the next few years 

• Sixth forms in schools are beginning to struggle 

• Schools not able to offer wide choice of vocational study 

• Students being given better understanding of the options open to them for 
post 16 education   

The enrolment figures will not be officially verified until RO4 in December.  

Shortfall planning is in hand for January and April in short courses focusing on 
employability skills for transition into employment or progressing to further training. 

The Committee NOTED the position and ENDORSED the planned actions for 
2018/19 regarding maintaining and increasing recruitment to all strands of the 
College’s provision. 
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(g) Annual Pay Award 2018/19 

The DPCE REPORTED that the national union (UCU) had lodged a claim for a 5% 
pay increase. Strike action has been balloted in a number of Colleges but has not 
achieved the sufficient support at SEC. 

The Committee were reminded that staff were awarded a pay increase in April 2018 
on a two year deal basis. 

The College would like to award further rises but finances do not permit this. The 
PCE noted that the pay of College staff is out of line with pay levels in schools where 
staff have received higher increases. 

The position was NOTED. 

9. Committee Matters  

The Clerk REPORTED that he still awaits all Self-Assessment Checklists being 
returned by Members in respect of last year and will report back at the next Meeting 
of the Committee.  

10. Forthcoming Events (Paper PRC.18.25) 

The Clerk provided details to the Committee of Forthcoming Events in the College. 

13. Dates of Next Meetings 

• Monday 4 February 2019 – Southend Campus at 6.00 pm 

• Monday 29 April 2019 – Thurrock Campus at 6.00 pm. 

• Monday 24 June 2019 – Southend Campus at 6.00 pm 
 

 

There being no further business, the Meeting terminated at 7.45  pm. 

 

 

 

 

Signed……………………………………………………….Dated…………………. 

 

 

 

 

 

 

 

 

 

 

 


