
HAVERING SIXTH FORM COLLEGE

 MINUTES OF THE MEETING OF THE

AUDIT COMMITTEE

held on Tuesday, 19th June 2007 at 6.15 p.m.

Present:


Ray Harris, Paula Thompson, Paul Trueman 

Apologies:


Ian Salisbury
In attendance:


Mark Simpson

MacIntyre Hudson

Maria Jorysz

Finance Director
Jim Pey


Deputy Principal
Roger Hawkins

Clerk

Cathy Horne

Assistant Clerk

In the Chair:


Paul Trueman
	A/07/16
	Declarations of Interest

No declarations were made.


	

	A/07/17
	Minutes of the meeting held on 21st March 2007
The minutes were approved. 

	

	A/07/18
	Matters arising

There were no matters arising. 

	

	A/07/19
	Register of Outstanding Audit Recommendations – Progress Report

Paper:  Register of Outstanding Audit Recommendations

The Finance Director took the Committee through the Register of Outstanding Audit Recommendations.

Internal Audit

Page 1, item 1 – This was underway.

Page 1, item 2 – This was now in place and would be removed from the list.
Page 1, item 3 – This was underway.  The Committee noted that the accepted minimum number for enrichment courses was 12.

Page 1, item 4 – This item would be discussed at Executive.

Page 1, item 5 – This would happen in September.  It was noted that not all courses would break-even but that those which did not would have a clear rationale.
Page 1, item 6 – This was now in place and would be removed from the list.

Page 1, item 7 – This would be completed in September.
Page 2, item 1 – This would be undertaken in September.
Page 2, item 2 – This would be completed in September.

Page 2, item 3 – This would be carried out in September.

Page 2, item 4 – This was now in place and would be removed from the list.
Page 2, item 5 – This had been a misunderstanding relating to the nature of the vacancy on the Corporation.  However the vacancy had been filled and the item would be removed from the list.
Page 3, item 1 – This would be undertaken in September.

Page 3, item 2 – This would be carried out in September. 

Financial Statements Audit

Page 3, item 3 – A letter from the Principal to the Chair of the Audit Committee was tabled.  The Finance Director confirmed that the goods received log was working better but still needed constant monitoring.  The Committee suggested that this issue should be included as a specific area in the College Keepers’ appraisals.  The Deputy Principal AGREED to raise this with the Assistant Principal (Resources).  The Finance Director reminded the Committee that a report on the full financial procedures would be brought to the Spring meeting of the Audit Committee for review.

Page 4, item 1 – Members noted that a report on the implications of FRS17 was an item on the agenda.

Regularity Audit

No outstanding recommendations.

The Committee RECEIVED the report.

	JAP



	A/07/20
	Internal Audit Plan for 2007-08 
Paper: Internal Audit Plan for 2007-08
Mark Simpson of MacIntyre Hudson advised Members that the Internal Audit Plan had been formulated in agreement with the College.  Members noted that the Plan for 2007/08 was based on the strategic 3-year plan which ensured that all major areas were covered.  College Management had requested the inclusion of Income Diversification.  Following discussion, the Committee AGREED that Treasury and Investment and Equal Opportunities should both be included in 2007-08.  Mark Simpson AGREED to discuss how this could be achieved and submit a revised Audit Plan to the Finance Director.  The Finance Director would then circulate the revised plan to the Committee prior to the Corporation meeting in July.   
Recommendation:  The Corporation should approve the Internal Audit Plan for 2007-08 subject to the inclusion of Treasury and Investment and Equal Opportunities.

	MacIntyre Hudson / MTJ


	A/07/21
	Financial Statements and Regularity Audit Plan for the year ended 31st July 2007
Paper: Financial Statements and Regularity Audit Plan for 2006/07
The Finance Director advised Members that the representative from Baker Tilly had provided a revised fee sheet which had been circulated to Members.  Members noted that on page 8  [‘Communication with the Audit Committee’] of the Plan there was an implication that Baker Tilly would be represented at the Summer and Autumn meetings of the Audit Committee.  The Finance Director was asked to establish how much the fee would be for them to attend all meetings of the Committee.
Recommendation:  The Corporation should approve the Financial Statements and Regularity Audit Plan for the year ended 31st July 2007. 


	MTJ



	A/07/22
	Internal Audit Assignment Reports
Paper:  Internal Audit Report for Visit 2 of 2006/07
Mark Simpson of MacIntyre Hudson informed the Committee that the 2nd Audit visit had taken place in March.  The areas covered were: Corporate Governance, Quality Assurance, Computers and Estates Management and Maintenance.  Three recommendations were made which had been added to the Register of Outstanding Audit Recommendations.  The Committee RECEIVED the report. 

	

	A/07/23
	Additional Controls Work re Learner Numbers and Funding
Paper:  Student Enrolment Internal Audit Report
The Committee was advised that the audit on Student Enrolment had been carried out and that all seven Control Objectives had been fully met.  The Committee RECEIVED the report. 

	

	A/07/24

	Letter of Engagement and Terms of Reference for the Internal Audit Service
Paper:  The Letter of Engagement from MacIntyre Hudson
The Finance Director advised Members that the Engagement Letter summarised the terms of the appointment and the responsibilities of both MacIntyre Hudson and the College in carrying out the internal audit.  Members noted that the terms of reference for the Internal Audit Service were also included in the Audit Code of Practice issued by the LSC.  The Clerk pointed out that the letter referred to the local LSC which should now be the Regional LSC.    

Recommendation:  The Corporation should approve the terms of reference included in the Letter of Engagement.

	

	A/07/25
	Letter of Engagement and Terms of Reference for the Financial Statements and Regularity Auditor

Paper:  The Letter of Engagement from Baker Tilly
The Finance Director advised Members that the Engagement Letter summarised the terms of the appointment and the responsibilities of both Baker Tilly and the College in carrying out the financial statements and regularity audit.  Members noted that the Engagement Letter had recently been amended to reflect the change in status of Baker Tilly to a Limited Liability Partnership.  The Finance Director reminded Members that the agreement was a tripartite one with the LSC.   

Recommendation:  The Corporation should approve the terms of reference included in the Letter of Engagement.

	

	A/07/26
	Value for Money Policy and Report
Papers: Draft Value for Money Policy; Value for Money Report
The Finance Director advised the Committee that the College should have a Value for Money Policy in accordance with best practice.  Following discussion, the Committee AGREED that in the text of the draft Policy the “Board of Governors” should be changed to the “Corporation” and that reference should be made to the yearly report to the Audit Committee within the Framework of Controls section.  The Finance Director was asked to make the changes.
Recommendation:  The Corporation should approve the Value for Money Policy for a period of 5 years subject to the changes detailed above.
The Finance Director took Members through the Value for Money report.  She advised the Committee that a detailed review of curriculum departments had been undertaken to determine the contribution of each department.  Members noted that this exercise had not been done before and that it had proved to be useful.  The Committee asked whether benchmarking could be carried out perhaps with the AoC or the SFCEF.  
The Finance Director informed Members that she had attended recent meetings organised by the LSC Procurement Group, which had been useful.  In relation to internet purchasing, she confirmed that the consultant mentioned in the report had visited the College, and that College had signed up to a web requisitioning system.  Members noted that whilst controls were an issue, the system allowed for various tiers of authorisation.

The Committee RECEIVED the report.


	MTJ



	A/07/27
	FRS17 Local Government Pension Scheme Actuarial Assumptions
Paper:  Letter from the Director of Funding and Development of the AoC
The Finance Director advised the Committee that an actuarial valuation of the London Borough of Havering’s Local Government Pension Scheme was due for 31 March 2007, but had not yet been carried out.  A rolled forward calculation would be performed to 31 July 2007. The assumed deficit at 31 July 2006 was £241,000.  The deficit for 31 July 2007 had yet to be calculated by the actuaries. 
Members noted that for this College, approximately 85 support staff belonged to the Local Government Pension Scheme.  The Finance Director explained that the College formed part of a Borough pool and that the College and other members currently paid employer contributions of 21.5%.  
The Committee was asked to consider the work that was necessary to carry out the responsibility of the Corporation to obtain assurance that the actuarial assumptions used in the calculation of the FRS 17 deficit in respect of the Local Government Pension Scheme do not lead to a material misstatement of the deficit.

The Finance Director informed the meeting that at least one other scheme member paid a substantially reduced employer’s contribution relative to HFSC.  Having consulted with the Borough Pension Administrators, she had determined that that pension scheme member had obtained an individual valuation specific to their institution, whereas HSFC is pooled along with all other members of the scheme.  As an independent corporation the College is also entitled to apply for an individual valuation from the scheme actuaries, which they had suggested would cost between £500 and £1,000.
The Committee AGREED that the College should commission an individual valuation, which would require the use of actuarial assumptions specifically tailored to the College.  Through this exercise the College would gain assurance on the accuracy of the assumptions, as well as benefiting from a potential reduction in the employer’s contribution rate.   The Finance Director was asked to report back to the Committee in the Autumn Term, prior to the Corporation’s approval of the annual financial statements.
Recommendation: The Corporation should obtain an individual valuation from the Borough’s Pension Scheme Actuaries. 


	MTJ

	A/07/28
	Review of the Capitalisation of Fixed Assets Policy
Paper:  The Capitalisation of Fixed Assets Policy
The Finance Director advised Members that the Policy had been approved in 2002/03 and that no changes were proposed.  Following consideration of the Policy, the Committee AGREED that the last paragraph should be removed and that the date on which the Policy was approved should be added to the end of the document. 
Recommendation:  The Corporation should approve the Capitalisation of Fixed Assets Policy subject to the changes detailed above for a period of five years.

	

	A/07/29
	Risk Management Report

Paper:  Risk Management Report June 2007

The Committee noted that all areas of the Risk Register had been reviewed once and the process would now begin again.  In addition, they were advised that there were no high level risks identified.  The report indicated that horizon scanning had identified the following risks: capital developments; 14-19 curricular developments; competition from local schools opening sixth forms; competition from the employment opportunities presented by the Olympic 2012 games and Government plans to raise the school leaving age to 18.  The Committee RECEIVED the report.

	

	A/07/30
	Review of the Risk Management Policy
Paper:  Risk Management Policy 

The Committee was reminded that the Risk Management Policy was reviewed yearly.  Following discussion, the Committee AGREED that the references to Governing Body in the report should be changed to the Corporation and SMT should be changed to Executive.  In addition the date at the end of the Policy was inaccurate.  The Finance Director AGREED to inform the Vice-Principal of the changes required.

Recommendation:  The Corporation should approve the Risk Management Policy subject to the changes detailed above for a period of one year.


	MTJ/MEM

	A/07/31
	Evaluation of Meeting

Paper:  Evaluation of Corporation Meetings

1.  In accordance with Instrument of Government 12 (2), was written notice of the meeting and a copy of the agenda sent to you at least seven clear days in advance of the meeting?


                                                       YES            

2.  Were the Agenda papers written with clarity? 


    YES


3.  Was sufficient time available for thorough debate

    YES

4.  Was too much time spent debating a particular issue?

    NO
5.  Were you satisfied that the decisions arrived at were sound?
    YES
6.  Were you encouraged to express your views openly?

    YES

7.  Were the minutes and recommendations of Committees clear?   YES



No additional comments were made.

· Advise the Corporation on the adequacy and effectiveness of internal control systems and the arrangements for risk management control and governance processes and securing value for money.  

· Advise the Corporation on appointment, dismissal and remuneration of Auditors.

· Secure effective co-ordination of IAS and Financial Statements Auditor.

· Advise the Corporation on the Audit Strategy and the Annual Internal Audit Plan.   

· Advise the Corporation on Audit reports and control issues identified and management responses to these.

· Monitor implementation of agreed recommendations relating to audit reports and auditors letters.

· Establish annual PIs and monitor the effectiveness of the Auditors.

· Produce an annual report for the Corporation.

· Ensure allegations of fraud and irregularity are followed up.

With the exception of items 2, 3, 7, 8 and 9, all of the above functions were discussed and fulfilled effectively.

	

	A/07/32
	Date of the Next Meeting:   To be arranged.

	


The meeting ended at 7.45 p.m.

Chair ____________________________

Date _______________________

RMH/CLH 26rd June 2007
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