MINUTES (OPEN)

FINANCE COMMITTEE

PLEASE NOTE THAT COMMERCIAL AND STRATEGIC SENSITIVE
INFORMATION HAS BEEN REDACTED.

Key abbreviations/acronyms used in these Minutes:
HEFCE
SMT
LGPS
USS
TEF
FTE
UCEA
PGT
HE
STEM

Higher Education Funding Council for England
Strategic Management Team
Local Government Pension Scheme
Universities Superannuation Scheme
Teaching Excellence Framework
Full-Time Equivalent
Universities & Colleges Employers Association
Post Graduate Taught
Higher Education
Science, Technology, Engineering and Mathematics

Date:

Monday 31st October 2016

Venue:

Roscoe Room

Present:

Mrs K Byrne (Chair, Finance Committee)
Mr R Hill (Chair, Board of Governors)
Mr E Ward
Professor N Weatherill
Mr C Williams

Apologies:

Ms J Bertolini (Finance Director (University Secretary) & Deputy
Chief Executive)

In attendance:

Mr C Davies (Director, Estate Management)
Ms B McGuiness (Deputy Finance Director)
Mr R Schooler (Associate Director, Financial Planning &
Modelling)
Ms D Tipping (Committee Secretary, Minutes)

Declarations of
Interests:
Welcome:

No interests were declared.
The Chair welcomed the Chair of the Board to the Finance
Committee.

PRELIMINARY FORMAL BUSINESS

FC 16.34

Minutes of Previous Meeting
The minutes of the meeting held on 22nd June 2016 were
approved as an accurate record. Some minor amendments
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had been made by the Chair prior to the meeting and a fresh
copy of the minutes were tabled and approved at the meeting.
FC 16.35

Matters Arising Not Covered on the Agenda
All matters arising were covered as separate items on the
agenda apart from the following:
•

Action Point FC 15.13 Any Other Business and Action
Point FC 15.24 (i) Governance Effectiveness Review:
Finance Committee Action Plan: The Finance Director
(University Secretary) & Deputy Chief Executive advised
that the section in relation to Finance Committee
responsibilities within the Scheme of Delegation sets out
responsibilities for subsidiaries, wholly-owned, or partlyowned but has no delegation for joint ventures. The
Finance Director (University Secretary) & Deputy Chief
Executive has advised that a section be added to the
Scheme of Delegation in this regard outlining responsibility
for jointly-owned ventures needing approval by the Board.
This aspect of the action will be taken forward by the Board
of Governors.
The Committee Secretary advised that the review and
update of the Scheme of Delegation had been discussed
at the Board of Governors’ meeting held on 29th
September 2016. It had been agreed that the review be
deferred until the new year 2017 to align with the new
Strategic Plan 2017-2022.
The Chair noted the above but felt that there should have
been some assurance regarding responsibility for jointlyowned ventures needing approval by the Board included
within the financial accounts of the subsidiary companies
presented today. Also, that irrespective of the publication
of the Scheme of Delegation there should be a process in
place. This would be discussed further later in the agenda
in regard to the ‘Governance Effectiveness Review Action
Plan’.

•

Action Point FC 16.03 (ii) Half-Year Financial Forecast
2015/16 and Action Point FC 16.18 Matters arising not
covered on the Agenda: A paper on student retention
would discharge these actions today and would also be
presented to the Board of Governors at its meeting to be
held on 21st November 2016.

•

Action Point FC 16.23 Five Year Financial Forecasts: The
request for further scenario planning had been deferred
until March 2017 to ensure a report of value is provided to
the Finance Committee to align with the half-year financial
review.
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ITEMS FOR ENDORSEMENT/REVIEW

FC 16.36

2015/16 Year End Financial Statements

Received:

The report of the Finance Director (University Secretary) &
Deputy Chief Executive (FC 16/028).

Reported:

•

The Deputy Finance Director presented the report and also
provided a summarised PowerPoint presentation setting
out the highlights for ease of reference. The Financial
Statements for 2015/16 were provided in draft format for
the Committee’s endorsement before presenting to the
Board of Governors for approval on 21st November 2016
and onward to HEFCE by 1st December 2016.

•

The group result for the year is a surplus of £19.3m. This
result is comprised of a group operational surplus of
£24.3m adjusted by a £3.7m charge for FRS 102 pension
charge. The effect of the change in the reporting of the
surplus associated with the introduction of FRS 102 is
£3.7m and the impact of an impairment on an asset held in
the University’s wholly owned subsidiary company (LRC)
£(5.0)m.

•

Overall this is an improvement of £13.2m above budget
and £2.5m above the Outturn Forecast. The substance of
the improvement over the forecast reported to the Finance
Committee in June is due to the FRS 102 pension charge
being £1.4m higher than forecast, income being £0.8m
lower than forecast and expenditure being £9.8m lower
than forecast and an impairment cost on an asset of £5.0m.

•

The handout also provided a year on year analysis of the
University Group; a summary of movements between the
Budget and Actual results for Income and Expenditure; the
Group balance sheet comparison; and Banking Covenants.

•

The report outlined increases in pension costs which was
due to the LGPS increase linked to market conditions and
uncertainty as a result of Brexit.

•

The University is meeting all its banking covenants.

•

The Chair of the Board sought further assurance regarding
pension costs and whether the University is confident it is
setting aside the appropriate provision given recent
concerns he had heard across the sector. He had heard
that in many universities this had become the number one
risk on their risk registers and he wouldn’t like to see the
University placed at risk because it hadn’t anticipated the

Commented:
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increases. The Deputy Finance Director informed the
Committee that it very much depended on the type of
university, as universities similar to LJMU have, generally
speaking, significant numbers of people in the LGPS which
has been subjected to a review every three years. Those
universities with large numbers of people within the USS
Scheme will potentially now be hit with large increases,
more so than in the past. LJMU has had this type of
pension liability on the University’s balance sheet for a
number of years whereas a number of other universities
have not. There is currently a consultation of the USS
being taken at the moment and in addition to the new
reporting standards the University has had to make
additional provision in excess of £600k. Many other
universities are having to make increases in millions.
However, if the percentage of the employer’s contribution
increased for the University for USS it only applies to 50
people, other universities have 500 or more. If the
University does face significant increases for the LGPS
then this will affect LJMU more but there would be a
process for further discussions and putting a plan of action
in place as opposed to having it hit dramatically. The Chair
of the Board noted the Deputy Finance Director’s helpful
response noting that any increases would have an effect on
the University’s reserves, budget and forecasting plans if
this were to happen.
•

New governors sought clarification regarding the
University’s spread of investments. The Deputy Finance
Director advised this was outlined within the Treasury
Management Policy which is provided to the Finance
Committee on an annual basis, and shows how we invest
the University money for the short-term, but up to a year, in
a number of different UK banks. Investments noted within
the financial accounts are cash deposits but as they are
deposited for over three months it has to be recorded as an
investment. The Chair of Finance Committee advised that
the Treasury Management Policy had recently been
received by the Committee due to a change in the ratings.

•

Governors further discussed the banking covenants noting
the complexity of such covenants and how decreasing
reserves may cause a breach in covenants. Governors
were assured those sensitivities are built in and the
University is in significant negotiation and conversation with
the bank who would not want to see the University in
breach of the covenants.

•

It was clarified for new governors that the Committee
received the annual accounts of the University and its
subsidiaries for consideration in the context of the financial
viability of the University and its subsidiaries in the short
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and long term, and to make any recommendations to the
Board of Governors.
•

The Deputy Finance Director advised that the auditor’s
opinion is stated within the financial statements and that
the Finance Committee receive a copy of the External
Auditor’s Audit Highlights Memorandum and Management
Letter, which is presented to the November Audit
Committee, and then circulated to all members of the
Finance Committee along with the Minute extract.

•

The Chair of Finance Committee also noted that the
Corporate Governance Statement and the Public Benefit
Statement within the financial statements, along with the
Audit Committee’s annual report are approved by the Audit
Committee. The Chair of Finance Committee welcomed
the Public Benefit Report in particular which provided a
summary of activities provided by the University for its
charitable purpose.

•

Further clarification regarding the recording of the
impairment of the debtor held in the wholly owned
subsidiary company, JMU LRC Ltd., of 5.0m was sought in
the context of the consolidated accounts. The Deputy
Finance Director advised she would provide further
clarification to inform the Committee.

Action:

Deputy Finance Director

Endorsed:

The Finance Committee noted and endorsed the report for the
financial year 2015/16 for onward presentation to the Board of
Governors and submission to HEFCE by 1st December 2016.

FC 16.37

Monitoring Forecast Report 2016/17

Received:

The report of the Finance Director (University Secretary) &
Deputy Chief Executive (FC 16/029)

Reported:

•

•
•

The Associate Director, Financial Planning & Modelling,
presented the report and presentational handout which
provided an initial update on the 2016/17 financial year.
The Budget for 2016/17 is for a surplus of £7.0m. The
impact of pensions reporting under FRS 102 is
assumed at £2.3m. It is assumed that no University
fixed assets will be sold during the year, therefore the
operating surplus is £9.3m.
The monitoring forecast remains consistent with the
approved budget.
The total fee income is forecast to be circa £1.4m below
budget after the utilisation of fee contingencies. The
Page 5 of 21

tuition fee numbers reported in the paper are the
University’s current best view of student recruitment and
progression, and indicate that the University will achieve
mixed results and is unlikely to attain targeted student
numbers in 2016/17.
•

It is anticipated that the University have recruited to
91% of its level 4 target (home undergraduate). The
decision not to recruit additional students during
clearing to achieve target was based on a clear strategy
to maintain the quality of student intake. Improved
quality of level 4 intake is expected to increase the
student progression rates into levels 5 and 6 in
subsequent academic years. A strategic decision was
taken to hold the line with regard to quality and to draw
upon fee contingency as needed given the direct impact
on entry tariff, the indirect impact on
retention/completions and in future TEF, which will have
implications for the University’s permission to raise fees
in the future. This should help to drive retention up
further next year and therefore to mitigate in part the
smaller student FTE due to roll-forward.

•

The 201617 budget included full year funding for the
appointment of the balance of vacant academic posts
identified under previous SSR/Inspire initiatives. The
delays in the appointment process to these posts have
created a window of opportunity to re-prioritise the
specific subject areas these posts are allocated to. Due
to the delay in the appointment process a saving will be
made against the budget of circa £950k.

•

UCEA made a full and final offer for 2016-17 at the final
negotiating meeting. The 1.1% base pay increase for
employees on point 8 and above brings the average
pay increase this year to 2.7% when combined with the
pay progression available to around half the employees
covered. Implementation of the pay award for all of the
University's employees is expected to take place in
November 2016.

•

The 2016/17 budget includes £600K for a PGT
scholarship scheme; The University has not yet
developed a post graduate bursary scheme and this
forecast assumes a saving of £600K.
A number of initiatives were identified to support
activities that can have an immediate impact on
enhancing the student experience and to support
initiates related to the National Student Survey.

•
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Commented:

•

The latest Forecast for 2016/17 remains unchanged at
£7.0m. The operating cost surplus remains unchanged
at £9.3m. It is anticipated that the year-end cash
position for 2016/17 will be £71m.

•

The report also set out the implications for future year’s
forecasts. The University will be constantly reviewing
the home and international recruitment and
retention/progression strategies in order to decide what
actions are required to off-set the anticipated short-falls
in income as set out in the report.

•

Governors clarified that there is a corporate contingency
factored into the budget of £2.2m.

•

Governors asked about the pay savings the University
has made and where the tipping point is in the context
of starting to impact on the quality of delivery to
students, noting the challenges for the sector in getting
the right people into the right posts. The ViceChancellor & Chief Executive informed the Committee
that steady progress is being made in regard to
staff/student ratio which is subjective across a number
of disciplines. The University has benchmarked its
staff/student ratios with its peers and it is clear that the
University is still some way behind. However, the
University has improved its position from 26:1 to 18:1
and continues to make progress. He informed the
Committee that the process for appointing academic
posts has been reviewed and streamlined but it is
clearly important that students receive better support. If
the University could fill all its vacancies that are
currently in the budget then the staff/student ratio would
be down to 16:1.

•

The Chair of the Board asked whether the University is
making good progress in recruitment for the current
financial year. The Vice-Chancellor & Chief Executive
informed the Committee that the University is making
good progress but it remains a constant challenge as
staff also continue to leave as well as joining the
University. Nationally, across the HE sector the
average vacancy saving is around 6% of the pay bill.
The University is looking at new ways to recruit, for
example, via head-hunters with experience of recruiting
academic staff across the board, rather than just very
senior staff.

•

Further discussion took place regarding a new financial
model in the context of planning ahead for vacancies
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and using savings at the beginning of the year to
enhance the student experience.
•

The Chair of Finance Committee noted the mixed
picture for student recruitment and was concerned that
for the first time Home and EU recruitment decreased,
which in the past has shored up under-performance in
other areas of recruitment. She asked whether other
universities had also under recruited in the context of
the strategy to retain the entry tariff. The ViceChancellor & Chief Executive informed the Committee
that some universities are meeting the challenge by
reducing their entry tariffs but LJMU has chosen not to
do so in the context of the University improving quality,
which will in turn improve retention and the reputation of
the University. The Chair of Finance Committee noted
the impact of under-recruitment for future years as
highlighted within the report.

•

The Chair of Finance Committee clarified that all fee
contingencies had been utilised within the budget but
that there remained corporate contingencies. She
noted that the University had not utilised all fee
contingencies before.

•

The Vice-Chancellor & Chief Executive informed the
Committee that a critical challenge for the University is
in relation to the metric used in the league tables for
spend per student. The University currently lies 110th
out of 120 universities on spend per student. He
recognised the importance of building up reserves and
being financially sustainable but that the University also
needed to address this issue. The University could not
continue to build up significant surplus without putting
funds back into the student experience. The Committee
further debated the financial strategy and possible
options, including a deficit budget, which could improve
the University’s spend per student and have a positive
impact on enhancing the student experience.

•

Following on from the debate above on student spend
the Committee discussed further the University’s
strategy and approach for making improvements in this
area with possible options for identifying and using
savings and contingencies early in the financial year.
The Chair of Finance Committee noted the
improvements made given the specific focus on
staff/student ratios and recognised that improvements
could be made by giving ‘spend per student’ specific
focus also. Committee members also felt that it would
be useful to have a ‘run rate’ report noting what the
surplus would be if we spent more money on specific
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projects to provide immediate positive impact on the
student experience.
•

The Vice-Chancellor & Chief Executive informed the
Committee that he had set up three groups: IT and
Digital; Estates; and Marketing, to plan ahead and list a
number of projects with a business case for each area
so that if the University finds itself in a positive financial
position we can prioritise and implement those projects.

•

The Chair of the Board noted the above discussions
which had highlighted the strategy of the University in
the context of changing its approach to raising
standards, its response to league table positions,
student spend, for example. The University had always
planned for a break-even position and had, in the past
ten years, always had a significant surplus. There could
now be a strong case to recommend a deficit budget to
the Board for next year to ensure the University can be
competitive with its peers. The Deputy Finance Director
advised that HEFCE would query a deficit budget but
given the University is well managed this can be
justified to provide assurance to HEFCE, and that also
consideration would need to be given regarding the
banking covenants.

•

The Committee agreed that a new approach to the
financial strategy of the University should be given
further consideration by the Board of Governors and
that this would form the basis of discussion at the
January 2017 Governors’ Workshop.

Action:

Vice-Chancellor & Chief Executive

FC 16.38

Annual Report: University Subsidiary and Related
Companies

Received:

The report of the Deputy Finance Director (FC 16/030)

Reported:

•

Commented:

•

The annual reports for the University’s subsidiary and
related companies, their activities and financial statements
were provided to the Committee for information and
oversight.
The Chair of the Finance Committee sought clarification in
relation to the Liverpool Science Park which stipulated the
members’ interests as Liverpool City Council 51%,
Liverpool John Moores University and the University of
Liverpool 24.5% each. However, the accounts indicated a
loss of £144k of which the University’s share is £72k which
is 50%. The Deputy Finance Director advised that this is a
typing error and will ensure this is corrected.
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Action:

Deputy Finance Director
•

The Chair of Finance Committee was surprised to see web
development as an intangible asset within the accounts of
the Science Park, and this was further clarified that this is
due to the income generation aspect of the website, for
example, booking room and attracting people into the
building.

•

The Chair of the Finance Committee noted that it looked as
if the Science Park is generating a profit for the first time in
10 years but this is only due to the re-classification of loans
and revenue. The Vice-Chancellor & Chief Executive
informed the Committee that there was significant focus on
the Science Park generating a profit and to ensure it had a
clear strategy for sustainability in the future.

Noted.
FC 16.39

Annual Report: Contract & Grants Audit

Received:

The report of the Deputy Finance Director (FC 16/031)

Reported:

•

The report provided the Finance Committee with
information in regard to the value and number of contracts
and grants externally audited during 2015/16.

•

Each year the University delivers on contracts and grants
received from funding and other agencies across the world.
Each funder/grant provider have their own set of rules and
guidelines which relate to both the outputs delivered and
financial requirements.

•

The University has, for several years, engaged specialist
grant auditors. The current incumbent is Mazars LLP who
were appointed through an OJEU tender process and
commenced audits for the year commencing August 2013.
They have therefore now completed three years of audit
service.

•

Mazars LLP provided their report which indicated that work
carried out to date has highlighted no issues with the
processes and procedures of the University and very few
queries with the expenditure being included in project
claims. Any queries raised had been quickly addressed by
the Finance Team.

•

Mazars LLP also reported that they were not aware of any
issues which require the attention of the Audit Committee
at this stage and that if anything should arise they will
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discuss this immediately with the Chair of the Audit
Committee.
•

The report had been shared with the Audit Committee in
October 2016.

Noted:

The Finance Committee noted the report as endorsed by SMT
and the Audit Committee.

FC 16.40

Annual Report: Faculty Income Generation

Received:

The report of the Finance Director (University Secretary) &
Deputy Chief Executive (FC 16/032)

Reported:

•

The Associate Director, Financial Planning and Modelling
presented the report which had been prepared to advise
the Committee of the Faculties strategies in terms of
income generation targets and future aspirations, together
with the plans behind the projected growth.

•

The year-end review report relating to the financial
statements provides details of each Faculty’s performance
against the budget and outturn forecast for 2015/16. The
report advised of the targets incorporated into the
University’s financial forecasts and proposed actions by
Faculties to deliver these targets going forward.

•

It should be noted that the SMT reviews, on a monthly
basis, a report which sets out analyses of the contract
value of research and enterprise activity currently live on
the finance system by faculty and research funding type,
and the values held on the Enterprise Forward Order Book.
The monthly report provides an analysis of the value of
new research and enterprise contracts awarded for the 12
month period August 2015 to July 2016.

•

This reporting and ongoing reviews will continue through
2016/17 and future years and will be used to inform
forecasts provided to Finance Committee.

•

The Executive Deans considered the forecasts and
outlined their plans to meet the income values within the
financial forecasts. However, it should be recognised that
the external research income forecasts do not currently
take into account the decision taken to leave the EU, which
is a major source of UK research funding. It will be
necessary to revise the external research income
projections when the impact of these changes, and their
timings, are better understood. This is likely to reduce the
forecasted income related to these activities over the
longer term.
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•

The report contained the following:
o Graphical presentation between actual and
forecasted values by faculty by activity stream for
the period of 2011/12 to 2015/16 actuals and
2016/17 to 2019/20 forecasts.
o Graphical presentation of total non-teaching income
for the period of 2011/12 to 2015/16 actuals and
2016/17 to 2019/20 forecasts.
o Total non-teaching income by year with faculty split
for the period 2011/12 to 2015/16 actuals and
2016/17 to 2019/20 forecasts.
o Feedback from Executive Deans in relation to the
major assumptions and proposals behind each
activity underpin the growth; actions being taken to
increase income streams; contracts currently in
place and envisaged new contracts; and whether
they felt the values (forecast) still to be applicable
and valid.

Commented:

•

The Chair of Finance Committee welcomed the
comprehensive report noting the difference in length of the
responses from the Faculties.

•

The Chair of Finance Committee noted the positive
comments from the Executive Deans regarding the targets
set being realistic and that these are built into the forward
financial forecasts. She received reassurance from the
Vice-Chancellor and Chief Executive that he is reasonably
comfortable that the targets will be achieved and that in
each of the areas (research, enterprise and collaborative)
there is a clear strategy in place. The Deputy Finance
Director informed the Committee that in terms of research
activity if the funding was not provided then the research
would not be carried out, and that targets within the report
are constantly monitored and reviewed.

Noted.
FC 16.41

Property & Capital Development Progress Report

Received:

The report of the Director of Estate Management (FC 16/033)

Reported:

•

The Vice-Chancellor & Chief Executive updated the
Committee on the latest position with the Copperas Hill
Development, outlining in particular that the University had
not yet received a final fixed price despite receiving
assurance from LendLease (LL) that the University would
receive this by 10th October 2016. In addition the latest
offer from LL had increased to around £99m and a number
of concerns and uncertainty still remained.
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Commented:

•

The Vice-Chancellor & Chief Executive informed the
Committee that a Copperas Hill Steering Group will be
taking place on 3rd November 2016 and a recommendation
will be made to the Board of Governors on 21st November
2016, and that, without pre-empting any decision, it was
looking more likely that the University would need to move
towards Plan B.

•

The Director, Estate Management presented his report
which provided an update on the progress made with
regard to the University’s Property and Capital
Development Strategy.

•

As previously reported to Finance Committee, the
University secured a £5m grant from the HEFCE for a
£12m STEM capital investment programme. The
refurbishment has allowed the Faculty of Engineering and
Technology to add to the original student places availability
and has provided a range of enhanced facilities, including
Engineering laboratories and Maritime simulator suites and
microbiology teaching laboratories.

•

As previously reported construction has taken place for
three exemplar homes on the Byrom Street Campus which
has now been completed and which provide a dynamic,
site based learning and research facility for the construction
and housing sectors.

•

Work on Sensor City commenced in early 2016 and the
project is due to be completed in April 2017.

•

The report also provided a summary of the spend on
capital expenditure for property, I.T. and equipment across
the University, and the financial result for 2015/16, budget
and monitoring forecast for 2016/17 and forecasts for future
years associated with property and capital developments.

•

Governors noted that the trust between the University and
LL had been broken and that there would be considerable
concern as to whether LL could deliver the project in terms
of value for money, delivery time, and within the design to
meet the University’s vision.

•

The Chair of the Board noted that the Finance Committee
would need to understand the costs the University has
already incurred and how we manage that. The Board will
also need to understand the implications of this also
recognising that Copperas Hill, as an asset, has increased
in value since purchase.
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Action:

Noted:

Finance Director (University Secretary) & Deputy Chief
Executive
•

Governors also suggested that if the University does move
towards Plan B then something will need to be done quickly
regarding the present state of the Copperas Hill site which
is deteriorating. The Director, Estate Management advised
that if the Board does make a decision to go to Plan B then
the University will explore a range of options, including
tidying the site up.

•

The Chair of Finance Committee suggested that the
University may need to review the entire Estate in terms of
sale and lease back and the Deputy Finance Director
advised it is now timely to review this. The Director, Estate
Management advised that one of the reasons the
University has not yet disposed of some of its buildings and
sites and has been monitoring the market is that it will need
to invest in the entire estate given the current position with
the Copperas Hill project.

•

The Chair of Finance Committee recognised the ‘knock-on’
impact of not going ahead with the Copperas Hill Project,
for example, in relation to the Carbon Management Plan
and realising capital from the I.M. Marsh campus.

•

The Vice-Chancellor & Chief Executive informed the
Committee that whilst the Copperas Hill project may or may
not go ahead the vision for the connected University will
still be in place, and in particular the University would want
to look at the key priorities of providing a suitable building
for the Students’ Union and providing a building for student
facing services and which need to align with the timescale
of December 2018/January 2019.

The Finance Committee:
•

Noted progress with regard to the University’s Property and
Capital Development Strategy.

•

Noted the key issues and actions taken with regard to the
Copperas Hill development.

•

Noted progress with the development of the University
Enterprise Zone (Sensor City Liverpool Ltd.)

•

Noted the completion of the STEM Capital Investment
Programme.
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•

Noted the acquisition of a ten year leasehold interest in
Exchange Station Building.

•

Noted the ongoing issues with the external cladding system
on the Redmonds Building.

•

Noted the financial result for 2015/16, budget and
monitoring forecast for 2016/17 and forecasts for future
years associated with property and capital developments.

FC 16.42

Student Retention

Received:

The tabled report from the Vice-Chancellor & Chief Executive
(FC 16/034).

Reported:

•

The Vice-Chancellor & Chief Executive provided the
Committee with an early analysis of the retention rates for
full-time undergraduate students recruited for
commencement in the 2015/16 academic session and
withdrawing within thirteen months of starting a degree
course. It was noted that the figures presented are subject
to minor change as withdrawals and progressions are
processed.

•

The University’s retention rates had dropped by c.5% for
2014/15 starters. This was inconsistent with previous
years where retention was stable at around 88%. A
concerted drive during 2015/16 has taken place to improve
retention for students recruited in 2015/16, and it is these
students presented within the report.

•

The total number of withdrawals is significantly lower at
present (632) than in 2014/15 (992), a percentage change
of 36%.

•

In percentage terms, the institutional average rate of
retention of starters within 13 months of starting a degree
course is 88.8%, an increase of 5.5% from 83.3% in
2014/15, although only 0.5 % higher than 2013/14.

•

The report outlined the best and worst retention rates
across the Schools and Faculties as per data based on
data sourced from HESA Student Records.

•

It was noted that the report will also be presented to the
Board of Governors at its 21st November meeting.

•

The Vice-Chancellor & Chief Executive informed the
Committee that the University will continue to focus on
retention and closely monitor retention on a regular basis.
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Commented:

•

Further clarification was provided on the difference
between retention and progression, noting that progression
concerns a student’s progress on a particular course from
year to year on the same course. If students repeat a year
they are retained but don’t progress, and similarly if they
take a different programme they are retained but have not
progressed.

•

The Vice-Chancellor & Chief Executive informed the
Committee that a number of actions had been put in place
to improve retention rates including piloting new software
which can gather more student-centred ‘real-time’
information regarding student engagement, thus allowing
earlier intervention by tutors when the student disengages
from the University, for example, Wi-Fi access, pc logons,
library data, etc.

•

Governors sought clarification around accountability for
retention, whether this is a centralised responsibility or
whether it is devolved to the Faculties. The ViceChancellor & Chief Executive informed the Committee that
both the Registrar & Deputy Chief Executive and the ProVice-Chancellor (Education) have responsibilities in this
area. The SMT also meets with the SDF on a monthly
basis and retention is always reported at those meetings. It
is a requirement that all Faculty and Divisional Team
Meetings have retention as a standard item on the agenda
and therefore is monitored on a regular basis. In addition
students are made aware that should they fail modules that
there are opportunities to re-sit, and under the new
academic framework students are now able to repeat a
year.

Noted.
FC 16.43

LiverpoolSU Financial Update

Received:

The report of the Deputy Finance Director (FC 16/035)

Reported:

•

The report provided an update on the financial position of
the Liverpool Students’ Union (LiverpoolSU). The draft
financial statements had not been provided as they had not
been presented to the LiverpoolSU Trustees. However, the
draft surplus and balance sheet had been provided.

•

The Liverpool Students’ Union were forecasting a surplus
of £45k based on the April management accounts and
reported to the June Finance Committee. The draft result
is a surplus of £24k which is less than the forecast but a
significant improvement over the original budget of £6k.
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•

The balance sheet remains strong at the end of July with
an improvement in net assets over the past two years,
including higher cash and bank deposits.

•

The long term loan from LJMU to the Students’ Union
remains at £125k with no intention by the University to call
on this loan during the 2016/17 year.

•

No cash flow has been presented in the report on this
occasion, however the previous concerns have been
reducing over the last 12-18 months. The Deputy Finance
Director will, nonetheless, request a cash flow to be
included with the next reports.

•

The Students’ Union have a 2016/17 surplus budget of £5k
which is very similar to the two previous years. The
University’s contribution of £1,038k was included within the
budget when approved by the LiverpoolSU Trustees. The
Budget does not reflect the additional £250k recently
provided.

•

The loan of £125k from the University remains on the
LiverpoolSU balance sheet and given the LiverpoolSU’s
stronger than budgeted surplus for the last two years and
cash strength there may be a desire for the LiverpoolSU to
remove this creditor. Discussions about this will take place
between the LiverpoolSU and the University.

•

The first set of management accounts for the Students’
Union is not available to the Finance Committee at this
time. The first forecast will be seen by the University in
time for the March 2017 meetings.

Commented:

•

The Chair of the Finance Committee had requested the
Finance Team to discuss with the Students’ Union a
payment plan for paying back the University’s loan and it
was further suggested that an alternative would be for the
Students’ Union to jointly invest with the University to
improve services.

Action:

Deputy Finance Director
•

Noted:

The Committee was also assured that the Students’ Union
continued to make progress with chasing up debts.

The Finance Committee:
•

Noted the LiverpoolSU’s 2015/16 draft result of a surplus of
£24k.

Page 17 of 21

•

Noted the LiverpoolSU Budget for 2016/17 with a budget
surplus of £5k.

FC 16.44

Pensions Annual Update

Received:

The report of the Deputy Finance Director (FC 16/036)

Reported:

•

The report provided the Committee with an update of the
status of various pension schemes within the University
and the changes moving forward. The Schemes operated
are:
o Local Government Pension Scheme (LGPS) – 1350
staff members;
o Teachers’ Pension Scheme (TPS) – 1000 staff
members;
o Universities Superannuation Scheme (USS) – 50
staff members;
o The Mercer Scheme (administered by Friends Life)
– 0 staff members
o Enhanced Pensions Provision – 167 members

Commented:

•

Action:

Deputy Finance Director

The Chair of Finance Committee informed the Committee
that KPMG had offered to provide a workshop for
governors on pensions within the HE sector which she
suggested the University should explore.

Noted.
FC 16.45

Barclays Bank Loan

Received:

An oral update from the Deputy Finance Director.

Reported:

•

Given the discussions earlier regarding the Copperas Hill
Project it may be unlikely that the University will require the
additional £30 million and therefore can still utilise the £60
million loan which currently exists of which £20 million has
not yet been drawn down. This can be drawn down up until
May 2017.

Commented:

•

Governors sought clarification as to the deadline for
committing to the additional £30 million loan. The Deputy
Finance Director advised that if we sign up to the contract
with LendLease on 21st November then the loan will need
to be signed up to by that date. Otherwise, realistically, we
would need to go back to the bank with any new plan and
present the forecasts to negotiate any new amount we
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would need, but they would not lend more than the
additional £30 million already requested.
Noted.
FC 16.46

HEFCE’s Accounts Direction to Higher Education
Institutions for 2016-17 Financial Statements

Received:

The above Accounts Direction for information as required by
the HEFCE (FC 16/037)

Noted.
FC 16.47

Governance Effectiveness Review: Finance Committee
Action Plan

Received:

The report of the Committee Secretary (FC 16/038)

Reported:

•

As discussed earlier in the meeting the only outstanding
action is in ensuring a process is in place for providing
assurance that the Board of any subsidiary entity
possesses the attributes necessary to provide proper
stewardship and control, necessitating the appointment of
suitably qualified directors or trustees to its Board, and
requiring the entity’s Board to conduct its business in
accordance with a recognised code of practice.

•

Notwithstanding that responsibilities will be outlined within
the Scheme of Delegation once reviewed early in the new
year, the Finance Committee agreed that this action remain
open to the Finance Committee and that the process be
reported back to the Finance Committee at its March
meeting. However, the Finance Committee’s ‘Governance
Effectiveness Review Action Plan’ can now be discharged.

Action:

Finance Director (University Secretary) & Deputy Chief
Executive

Noted.
FC 16.48

Finance Committee Annual Report

Received:

The report of the Committee Secretary (FC 16/039)

Reported:

•

The Finance Committee is presented with its first Annual
Report for approval and onward submission to the Board of
Governors.

•

In order to further improve the assurance provided to the
Board by the Finance Committee on financial matters the
report summarised the key activities of the Committee over
the last twelve months.
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Approved
FC 16.49

Finance Committee Self-Assessment Questionnaire

Received:

The report of the Executive Assistant, Governance & Records
Management.

Reported:

•

As part of the five yearly ‘Governance Effectiveness
Review’ carried out during 2015/16, and to meet best
practice guidance from the Higher Education Code of
Governance in the context of adopting an approach of
continuous improvement to governance to enhance the
Committee’s own effectiveness, all of the Board’s subcommittees conduct a self-assessment evaluation every
two years.

•

This is the first self-evaluation survey carried out by the
Finance Committee and will be used to identify any
reporting or skills gaps and identify the need for any
developmental opportunity requests by committee
members.

•

It was noted that two out of three of the independent
members of the Finance Committee were new and therefore
the questionnaire was also completed by two recently retired
members. The comments were mostly positive with the
following recommendations made after further discussion at
today’s meeting:
o That a further independent member be appointed to
the Finance Committee as soon as possible. The
Nominations Committee is currently progressing this
matter.
o That further consideration should be given as to
whether committee papers should be reviewed to
ensure they are not over lengthy.

Action

Committee Secretary
o The Chair requested that Section B only of the
questionnaire ‘Running an effective Finance
Committee’ be carried out again in 2016/17 given that
there had been few responses to this section this year
due to new committee members.

Action

Committee Secretary
o That the Nominations Committee review the induction
process for members of the Finance Committee. The
Chair recommended that new members of the
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Committee have a one hour session with the Finance
Director and/or Deputy Finance Director to explain
the legal and regulatory financial requirements and
the key elements of and risks to University funding,
even if they are not new governors. Also, that the
optimum timing for this would be when members had
received a committee pack and before the committee.
This will be in addition to a briefing that the Chair
undertakes to the same timing.
Action

Committee Secretary
o That
appropriate training and professional
development opportunities are considered by the
Nominations Committee.
The Nominations
Committee has considered this and endorsed the
approach of providing committee briefings,
occasional papers, and training and development
opportunities from the Committee of University Chairs
and the Leadership Foundation for Higher Education.

Noted.

FC 16.50

External Audit Management Letter

Reported:

That the External Audit Management Letter will be circulated to
members of the Finance Committee after the next Audit
Committee meeting, along with the extract of the Audit
Committee’s minute.

Noted.
FC 16.51

Any Other Business
No other business reported.

FC 16.52

Date of Next Meeting
Monday 20th March 2017 at 4.30 p.m. in the Roscoe Room
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