
  
   
 
 

Subject:  Business Review Purpose: 
For Approval        ☐   
For Discussion     ☒ 
For Information    ☐ 

Prepared by: Hazel Robertson Date:  24 February 2022 
Purpose:  
To provide members with an overview of the financial position at period 6 2021/22. 
 
Linked to Strategic Goal:  We will take a leading role in enabling an inclusive, resilient 
and sustainable Scotland 
 
Performance Measures: Recogise nationally as a progressive organisation 
 
Linked to Strategic Risk Register: 2 - Financial Plan Objectives  
 
New Risk Commentary:    
 
EXECUTIVE SUMMARY 
 
The scorecard below provides an overview of financial performance measures at 
period 6, covering financial plan, forecast, and liquidity. 
 
Financial Forecast Return 
 
FFR (1) – one year 
               Outturn       Savings      AOP 
                £110k          £177k       £(4k) 
 
FFR (2) - three years projection  
AY Outturn Savings AOP 
20-21 £67k £772k £(4)k 
21-22 £120k £177k £39k 
22-23 £78k £852k £75k 

 
The FFR(2) was part of a process by 
SFC to lobby for additional funds in the 
budget. 
 
The SG budget was published on 9 
December. We expect to receive clarity 
on the 2022/23 budget in mid March 
2022.  
 

In year budget changes 
 
Additional grant allocations 

None as yet. 
 

We continue to lobby for growth in 
funding. 

 
Spending against grant allocations 

Spend against capital allocations has 
been reviewed and a request made to 
SFC to continue to carry the unspent 
balance of the Melrose Road receipt.  
More details are provided in Appendix 
2. 

  

FINANCE & GENERAL 
PURPOSES COMMITTEE E 



Management accounts (Appendix 1) 
 
• operating surplus of £315k 

excluding student support 
• positive variance on income and 

pays with some pressure on non 
pay budget.   

• Anticipating achievement of targets 
although some risks remain. 

• Further information in MYR report. 

Cashflow 2021/22 (Appendix 3) 
 
• Opening balance in August £1.695m 
• Cash days reduced to 22 at end 

January.   
• Elevated at end March due to draw 

down of full grant.   
• Projected position for July 2022 at 

£1.290m.   

Debtors (Appendix 4) 
 
Spiky due to profile of HWU 
Student debt improved  

Creditors (Appendix 5) 
 
30 day payment continuing to improve. 
Transformational change has 
commenced and KPIs are being actively 
monitored. 

 

Recommendation: 
Members to seek clarification on any aspects of the report and note the achievement of a year-
end surplus (before pensions), the strong cash position, continued improvement in 
management of all debt and the continuation of improved creditors payments. There is slippage 
in capital spend which we are discussing with SFC. 
 
Previous Committee Approvals: 
Nil 

For publication    ☒ For publication with redactions  ☐ Not for publication    ☐ 



APPENDIX 1  Management Accounts 
 
An overview of the period 6 management accounts is provided below, with the full 
accounts attached.   
 
Overview 
 
The planned surplus for the year is £110k, as per the FFR.  
 
The management accounts show an overall positive variance as below: 
  
Budget area Variance 

 
Main reasons 

Income  +212k DEBI +92k  
curricular +162k (sport and horse care)  
college wide -42k (due to timing of cash flows) 

Pays  +207k DEBI -27k  
curricular +131k (health and social care, sport and 
horse care, business and administration)  
college wide +103k (timing issues) 

Non pay -104k DEBI -51k income is offsetting spend  
curricular +30k (+ sport and horse care, - 
construction) 
college wide -83k (depreciation, utilities, catering) 

Total +315k 
surplus 

Overall net position is favourable but expected to 
return to target level by the year end. 

 
Student funding is not included above.  This is currently showing a net variance of 
(£84k) which is due to the timing of cash flows.   
 
Uncertainty 
 
We have suffered additional costs and loss of income in our Baxter Storey contract.  
The service has been redesigned with a significant reduction in staffing.  We have 
analysed the sharing of losses with HWU and await their confirmation of acceptance 
of the calculated charge.   We have agreed that this is not the right time to tender the 
service, so have stopped the process for a further year, extending the contract, and 
we will aggressively manage this contract going forward to bring it back towards 
breakeven. 
 
The HWU dispute has not yet been resolved and funding discussions remain difficult.  
A dispute resolution meeting is to be held on 15 February.  An update will be 
provided to the meeting. 
 
Pay awards are not yet agreed, The Employers Association is holding the line with a 
final offer. 
 
We have been working on a VAT reclaim which could provide a benefit of £240k 
which is not yet included in our accounts.    
 
 
 



Digital Transformation  
 
We have badged this year as “Transformation to Business As Usual”, meaning that 
we will no longer rely on consultancy support.   We are scaling back their input and 
will run system projects in house. 
 
CRM is already progressing and we are in the discovery phase for Finance and HR.  
We have stopped the project on curriculum planning through ProSolution because it 
was not the right time in the year to proceed.  This will be reconsidered for next year. 
 
Exploratory discussions are ongoing with a small number of colleges about the 
potential for single instance systems, including discussions with SFC for funding for 
this transformative work. 
 
Overall position 
 
We are working with budget managers to ensure we can achieve the planned 
surplus.  There is some uncertainty, perhaps the most significant aspect is the 
potential pay award where the Employers Association is holding the line on the final 
offer.  Areas of expenditure and income pressures will be robustly managed over the 
remainder of the year. 
 
 





APPENDIX 2  CAPITAL  
 
The capital plan is attached.   
 
Projects funded from the Melrose Road receipt are: 
 
Project Budget Current position 
Hawick sustainability 
strategy improvements 

£110k £45k spent 
Slippage due to sequential nature of 
projects, design process and awaiting 
confirmation of external funding 

Flip the campus / living 
lab 

£145k 
 

£nil spent 
Delayed due to need to fit with wider asset  
management strategy 

Cybersecurity lab £90k Structural work complete, PCs purchases, 
will be finalised by end March. 

 
 
We have advised SFC of the slippage in spending the receipt and because this is 
under the £500k threshold for retaining receipts, I am hopeful that this be treated as 
a cash management issue rather than capital slippage (different SFC rules apply.   I 
hope to have confirmation of this in time to report to the meeting. 
 
Overall position 
 
We are working with budget managers to ensure we can achieve full utilisation of all 
sources of capital by the year end.  We anticipate being able to continue to carry the 
remainder of the Melrose Road receipt. 
.



CAPITAL PLAN 
 

 
  

2021/22 2021/22
Funding allocation 150,000 57,000 50,000 135,000 392,000
Melrose Road Sale 345,000 345,000
Digital Learning 21-22 73,922 73,922
Ev Funding 0
HWU 0

Estates
NSB Expenses 21-22 38,847 
Outdoor Space 45,000 
Gala Campus Re-Design £170K
Hawick Carbon Plan
Mezzanine Floor 19,098 
Heat Pumps 50,000 
Solar PV/Thermal 45,000 
Ev Charging  (Gala & Newtown) 45,000 
Ev Cars 79,500 
Minibus 50,000 
New Waste area on Campus
Digital
Website 14,054 
Prosolutions 25,449 
Canvas 2,197 
CyberLab 90,000 
CRM 38,000 
DTP 144,696 
Graduation Streaming 8,515 
Eyemouth Digital Spoke 17,000 
Classroom Desktops 60,000 
Staff laptops/desktops/mac 43,000 

Surplus / (deficit) 140,902 105,000 (117,500) (214) (76,774) 0 (0) 14,563 0 0 870,806 



APPENDIX 3  CASH FLOW  
 
The SFC cash flow monitoring tool has been amended for 2021/22.  Cash held is now around 21 days of expenditure.  SFC are being more 
diligent in following up with Colleges that they consider to be holding cash in advance of need.  We are one of the Colleges in this category, 
hence the recent reduction in cash holdings.  End of March holdings are always higher due to the need to draw down the full financial year cash 
budget. 
 

 
 
The cash flow above relates to ongoing activity and does not include the sinking fund. 
  

Monthly cashflow forecast: Borders

Current
Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22 Mar-22 Apr-22 May-22 Jun-22 Jul-22 Total Total
Actual Actual Actual Actual Actual Actual Current Forecast Actual Forecast Forecast Forecast FY 2021-22 AY 2021-22

Revenue income 400,050 1,068,743 1,111,973 924,680 925,652 1,040,670 1,343,361 1,756,808 869,013 1,136,633 1,146,013 1,460,989 12,846,634 13,184,584
Revenue expenditure 624,275 1,020,915 1,093,075 1,269,898 1,228,612 1,086,880 1,030,755 1,450,329 633,557 1,166,101 1,319,764 1,735,305 13,653,932 13,659,466
Maintenance and Capital income (revenue) 0 0 0 0 57,000 70,000 65,000 0 0 0 0 0 262,000 192,000
Maintenance and Capital expenditure (revenue) 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Maintenance and Capital income (capital) 0 0 0 50,000 0 50,000 100,000 0 0 0 0 0 467,043 200,000
Maintenance and Capital expenditure (capital) 0 0 0 50,000 0 0 110,000 87,000 85,000 0 0 260,000 247,000 592,000
Lenartz/Capital Repayments 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Student Support income 90,838 200,000 200,000 0 200,000 200,000 300,000 301,508 200,000 200,000 245,184 200,000 2,321,919 2,337,530
Student Support expenditure 0 50,466 107,693 131,096 425,294 160,281 200,000 250,000 250,000 250,000 246,692 0 2,127,371 2,071,523
EMA income 0 0 0 0 0 16,200 13,140 43,040 0 250 27,240 27,240 95,750 127,110
EMA expenditure 0 3,540 8,700 11,550 16,200 9,660 17,040 18,000 8,250 15,240 15,240 0 116,490 123,420
Total income 490,888 1,268,743 1,311,973 974,680 1,182,652 1,376,870 1,821,501 2,101,356 1,069,013 1,336,883 1,418,437 1,688,229 15,993,346 16,041,224
Total expenditure 624,275 1,074,921 1,209,468 1,462,544 1,670,106 1,256,822 1,357,795 1,805,329 976,807 1,431,341 1,581,696 1,995,305 16,144,793 16,446,409
Opening Bank Balance 1,694,973 1,561,587 1,755,409 1,857,914 1,370,050 882,596 1,002,645 1,466,350 1,762,377 1,854,583 1,760,124 1,596,865
Net inflow (outflow) -133,386 193,822 102,505 -487,864 -487,454 120,049 463,706 296,027 92,205 -94,459 -163,259 -307,077 
Closing Bank Balance 1,561,587 1,755,409 1,857,914 1,370,050 882,596 1,002,645 1,466,350 1,762,377 1,854,583 1,760,124 1,596,865 1,289,788

Closing bank balance / Actual Expenditure per day  = 
days at that rate

44 44 38 25 21 22 24 54 39 33 24 2

TotalsCurrentActual



  
APPENDIX 4  DEBTORS 
 

  
 
 
Management of the debt has significantly improved as the above charts show, due to effective process changes and increased monitoring.  We 
continue to have a challenging relationship with HWU, resulting in delays in invoices being raised / approved.   A dispute resolution meeting is 
taking place on 15 February, which we hope will lead to improved relationships between the two parties.   Income was forecast to be less than 
budget on ISLT however due to the ongoing dispute and the impact on billing, we now anticipate being closer to breakeven on this income 
stream. 
 
  



APPENDIX 5  CREDITORS 
 

 
 

 
The College’s standard payment terms are to pay within 30 days.  We operate two payment runs per month, on the 6th and 20th of the month. 
Now 14th and 30th to capture more at month end.  Prompt payment code suggests payment of SMEs within 10 days.  Our ability to do this is 
severely constrained by current processes and payment run frequency.   
 
Historically our ability to pay within 30 days has been very challenging, although performance improved significantly in 2017-18 but has been 
dropping since then.  Paid within 30 days (no. of invoices) is 55% 21-22 to date, significantly better than any previous year – 17-18 came 
close at 49% 
 
The chart on the left shows that 5% (improvement from 1%) of invoices are paid within 10 days and 39% (improvement from 26%) are paid in 
30 days, better than last reporting but significant improvement is still required.  The chart on the right shows that the average number of days to 
pay peaked at 44 days in 2014-15, dropped to 37 days in 2017-18 and has reduced to 34 days.   The chart on the right also shows that the “tail” 
has dropped significantly this year, from a baseline of 764 to 330 days. 
 



Prompt payment is a key improvement area for the finance team to work with budget managers to progress.  We have made improvements in 
this regard and transformational redesign is being taken forward under the leadership of the AP Finance, establishing targets for order profile, 
receipting and matching of orders coupled with improved invoice processing including authorisation is key to success.  The amount of manual 
intervention is excessive and can only be effectively addressed with a replacement system.   
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		Subject:  Business Review

		Purpose:

For Approval        ☐  

For Discussion     ☒

For Information    ☐



		Prepared by: Hazel Robertson

		Date:  24 February 2022



		Purpose: 

To provide members with an overview of the financial position at period 6 2021/22.





		Linked to Strategic Goal:  We will take a leading role in enabling an inclusive, resilient and sustainable Scotland



Performance Measures: Recogise nationally as a progressive organisation





		Linked to Strategic Risk Register: 2 - Financial Plan Objectives 



New Risk Commentary:   





				EXECUTIVE SUMMARY



The scorecard below provides an overview of financial performance measures at period 6, covering financial plan, forecast, and liquidity.





		Financial Forecast Return



FFR (1) – one year

               Outturn       Savings      AOP

                £110k          £177k       £(4k)



FFR (2) - three years projection 

		AY

		Outturn

		Savings

		AOP



		20-21

		£67k

		£772k

		£(4)k



		21-22

		£120k

		£177k

		£39k



		22-23

		£78k

		£852k

		£75k







The FFR(2) was part of a process by SFC to lobby for additional funds in the budget.



The SG budget was published on 9 December. We expect to receive clarity on the 2022/23 budget in mid March 2022. 



		In year budget changes



Additional grant allocations

None as yet.



We continue to lobby for growth in funding.



Spending against grant allocations

Spend against capital allocations has been reviewed and a request made to SFC to continue to carry the unspent balance of the Melrose Road receipt.  More details are provided in Appendix 2.



		

Management accounts (Appendix 1)



· operating surplus of £315k excluding student support

· positive variance on income and pays with some pressure on non pay budget.  

· Anticipating achievement of targets although some risks remain.

· Further information in MYR report.

		

[bookmark: _GoBack]Cashflow 2021/22 (Appendix 3)



· Opening balance in August £1.695m

· Cash days reduced to 22 at end January.  

· Elevated at end March due to draw down of full grant.  

· Projected position for July 2022 at £1.290m.  



		Debtors (Appendix 4)



Spiky due to profile of HWU

Student debt improved 

		Creditors (Appendix 5)



30 day payment continuing to improve.

Transformational change has commenced and KPIs are being actively monitored.









		Recommendation:

Members to seek clarification on any aspects of the report and note the achievement of a year-end surplus (before pensions), the strong cash position, continued improvement in management of all debt and the continuation of improved creditors payments. There is slippage in capital spend which we are discussing with SFC.





		Previous Committee Approvals:

Nil



		For publication    ☒

		For publication with redactions  ☐

		Not for publication    ☐






APPENDIX 1 	Management Accounts



An overview of the period 6 management accounts is provided below, with the full accounts attached.  



Overview



The planned surplus for the year is £110k, as per the FFR. 



The management accounts show an overall positive variance as below:

	

		Budget area

		Variance



		Main reasons



		Income 

		+212k

		DEBI +92k 

curricular +162k (sport and horse care) 

college wide -42k (due to timing of cash flows)



		Pays 

		+207k

		DEBI -27k 

curricular +131k (health and social care, sport and horse care, business and administration) 

college wide +103k (timing issues)



		Non pay

		-104k

		DEBI -51k income is offsetting spend 

curricular +30k (+ sport and horse care, - construction)

college wide -83k (depreciation, utilities, catering)



		Total

		+315k

surplus

		Overall net position is favourable but expected to return to target level by the year end.







Student funding is not included above.  This is currently showing a net variance of (£84k) which is due to the timing of cash flows.  



Uncertainty



We have suffered additional costs and loss of income in our Baxter Storey contract.  The service has been redesigned with a significant reduction in staffing.  We have analysed the sharing of losses with HWU and await their confirmation of acceptance of the calculated charge.   We have agreed that this is not the right time to tender the service, so have stopped the process for a further year, extending the contract, and we will aggressively manage this contract going forward to bring it back towards breakeven.



The HWU dispute has not yet been resolved and funding discussions remain difficult.  A dispute resolution meeting is to be held on 15 February.  An update will be provided to the meeting.



Pay awards are not yet agreed, The Employers Association is holding the line with a final offer.



We have been working on a VAT reclaim which could provide a benefit of £240k which is not yet included in our accounts.   







Digital Transformation 



We have badged this year as “Transformation to Business As Usual”, meaning that we will no longer rely on consultancy support.   We are scaling back their input and will run system projects in house.



CRM is already progressing and we are in the discovery phase for Finance and HR.  We have stopped the project on curriculum planning through ProSolution because it was not the right time in the year to proceed.  This will be reconsidered for next year.



Exploratory discussions are ongoing with a small number of colleges about the potential for single instance systems, including discussions with SFC for funding for this transformative work.



Overall position



We are working with budget managers to ensure we can achieve the planned surplus.  There is some uncertainty, perhaps the most significant aspect is the potential pay award where the Employers Association is holding the line on the final offer.  Areas of expenditure and income pressures will be robustly managed over the remainder of the year.
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APPENDIX 2 	CAPITAL 



The capital plan is attached.  



Projects funded from the Melrose Road receipt are:



		Project

		Budget

		Current position



		Hawick sustainability strategy improvements

		£110k

		£45k spent

Slippage due to sequential nature of projects, design process and awaiting confirmation of external funding



		Flip the campus / living lab

		£145k



		£nil spent

Delayed due to need to fit with wider asset  management strategy



		Cybersecurity lab

		£90k

		Structural work complete, PCs purchases, will be finalised by end March.









We have advised SFC of the slippage in spending the receipt and because this is under the £500k threshold for retaining receipts, I am hopeful that this be treated as a cash management issue rather than capital slippage (different SFC rules apply.   I hope to have confirmation of this in time to report to the meeting.



[bookmark: _Hlk95760314]Overall position



We are working with budget managers to ensure we can achieve full utilisation of all sources of capital by the year end.  We anticipate being able to continue to carry the remainder of the Melrose Road receipt.

.

CAPITAL PLAN
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APPENDIX 3		CASH FLOW 



The SFC cash flow monitoring tool has been amended for 2021/22.  Cash held is now around 21 days of expenditure.  SFC are being more diligent in following up with Colleges that they consider to be holding cash in advance of need.  We are one of the Colleges in this category, hence the recent reduction in cash holdings.  End of March holdings are always higher due to the need to draw down the full financial year cash budget.
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The cash flow above relates to ongoing activity and does not include the sinking fund.

	


	

APPENDIX 4		DEBTORS
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Management of the debt has significantly improved as the above charts show, due to effective process changes and increased monitoring.  We continue to have a challenging relationship with HWU, resulting in delays in invoices being raised / approved.   A dispute resolution meeting is taking place on 15 February, which we hope will lead to improved relationships between the two parties.   Income was forecast to be less than budget on ISLT however due to the ongoing dispute and the impact on billing, we now anticipate being closer to breakeven on this income stream.






APPENDIX 5 	CREDITORS
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The College’s standard payment terms are to pay within 30 days.  We operate two payment runs per month, on the 6th and 20th of the month. Now 14th and 30th to capture more at month end.  Prompt payment code suggests payment of SMEs within 10 days.  Our ability to do this is severely constrained by current processes and payment run frequency.  



Historically our ability to pay within 30 days has been very challenging, although performance improved significantly in 2017-18 but has been dropping since then.  Paid within 30 days (no. of invoices) is 55% 21-22 to date, significantly better than any previous year – 17-18 came close at 49%



The chart on the left shows that 5% (improvement from 1%) of invoices are paid within 10 days and 39% (improvement from 26%) are paid in 30 days, better than last reporting but significant improvement is still required.  The chart on the right shows that the average number of days to pay peaked at 44 days in 2014-15, dropped to 37 days in 2017-18 and has reduced to 34 days.   The chart on the right also shows that the “tail” has dropped significantly this year, from a baseline of 764 to 330 days.



Prompt payment is a key improvement area for the finance team to work with budget managers to progress.  We have made improvements in this regard and transformational redesign is being taken forward under the leadership of the AP Finance, establishing targets for order profile, receipting and matching of orders coupled with improved invoice processing including authorisation is key to success.  The amount of manual intervention is excessive and can only be effectively addressed with a replacement system.  
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2021/222021/22


Funding allocation150,000 57,000 50,000 135,000 392,000


Melrose Road Sale345,000  345,000


Digital Learning 21-22 73,922 73,922


Ev Funding 0


HWU 0


Estates


NSB Expenses 21-2238,847 


Outdoor Space45,000 


Gala Campus Re-Design £170K


Hawick Carbon Plan


Mezzanine Floor19,098 


Heat Pumps50,000 


Solar PV/Thermal45,000 


Ev Charging  (Gala & Newtown)45,000 


Ev Cars79,500 


Minibus50,000 


New Waste area on Campus


Digital


Website14,054 


Prosolutions25,449 


Canvas2,197 


CyberLab90,000 


CRM 38,000 


DTP 144,696 


Graduation Streaming8,515 


Eyemouth Digital Spoke 17,000 


Classroom Desktops 60,000 


Staff laptops/desktops/mac 43,000 


Surplus / (deficit)140,902 105,000 (117,500)(214)(76,774)0 (0)14,563 0 0 870,806 
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Monthly cashflow forecast: 


Borders


Current


Aug-21Sep-21Oct-21Nov-21Dec-21Jan-22Feb-22Mar-22Apr-22May-22Jun-22Jul-22TotalTotal


ActualActualActualActualActualActualCurrentForecastActualForecastForecastForecastFY 2021-22AY 2021-22


Revenue income400,0501,068,7431,111,973924,680925,6521,040,6701,343,3611,756,808869,0131,136,6331,146,0131,460,98912,846,63413,184,584


Revenue expenditure624,2751,020,9151,093,0751,269,8981,228,6121,086,8801,030,7551,450,329633,5571,166,1011,319,7641,735,30513,653,93213,659,466


Maintenance and Capital income (revenue)000057,00070,00065,00000000262,000192,000


Maintenance and Capital expenditure (revenue)00000000000000


Maintenance and Capital income (capital)00050,000050,000100,00000000467,043200,000


Maintenance and Capital expenditure (capital)00050,00000110,00087,00085,00000260,000247,000592,000


Lenartz/Capital Repayments00000000000000


Student Support income90,838200,000200,0000200,000200,000300,000301,508200,000200,000245,184200,0002,321,9192,337,530


Student Support expenditure050,466107,693131,096425,294160,281200,000250,000250,000250,000246,69202,127,3712,071,523


EMA income0000016,20013,14043,040025027,24027,24095,750127,110


EMA expenditure03,5408,70011,55016,2009,66017,04018,0008,25015,24015,2400116,490123,420


Total income 490,8881,268,7431,311,973974,6801,182,6521,376,8701,821,5012,101,3561,069,0131,336,8831,418,4371,688,22915,993,34616,041,224


Total expenditure624,2751,074,9211,209,4681,462,5441,670,1061,256,8221,357,7951,805,329976,8071,431,3411,581,6961,995,30516,144,79316,446,409


Opening Bank Balance1,694,9731,561,5871,755,4091,857,9141,370,050882,5961,002,6451,466,3501,762,3771,854,5831,760,1241,596,865


Net inflow (outflow) -133,386 193,822102,505-487,864 -487,454 120,049463,706296,02792,205-94,459 -163,259 -307,077 


Closing Bank Balance1,561,5871,755,4091,857,9141,370,050882,5961,002,6451,466,3501,762,3771,854,5831,760,1241,596,8651,289,788


Closing bank balance / Actual Expenditure per day  = 


days at that rate


44443825212224543933242


TotalsCurrentActual
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