
HAVERING SIXTH FORM COLLEGE

MINUTES OF THE MEETING OF THE

                         AUDIT COMMITTEE

                     held on Wednesday, 25th November 2009 at 6.00 p.m.

Present:
Ray Harris, Steven Kelly, Brian Martin, Dan Martine Ian Salisbury, Paul Trueman 

Apologies:


None

In attendance:

Maria Jorysz

Finance Director




David Andrews
Assistant Principal, Planning and Performance 





Fola Thomas

MacIntyre Hudson





Lee Stokes

Buzzacott





Roger Hawkins

Clerk

Cathy Horne

Assistant Clerk

In the Chair:


Ian Salisbury

	A/09/31
	Declarations of Interest

There were no declarations of interest.
	

	A/09/32
	Minutes of the meeting held on 18th June 2009

The minutes were approved. 
	

	A/09/33
	Matters Arising

There were no matters arising.
	

	A/09/34
	Risk Management Progress Report
Paper:  Risk Management Action Plan
The Assistant Principal, Planning and Performance, reminded Members that the Risk Management Action Plan detailed the major risks alongside the actions taken to minimise them.  In particular he highlighted the risks relating to a swine flu epidemic and a drop in success rates.
The Committee RECEIVED the report.

	

	A/09/35
	Review of the Risk Management Policy
Paper:  Risk Management Policy
The Assistant Principal, Planning and Performance, reported that the Risk Management Policy had been amended in line with auditor advice.  Section 7e now included a reference to the risk assessment section of annual curriculum business plans.  In response to questioning, he gave two examples of curriculum risk: failure to recruit good staff and failure to achieve good results. 
Recommendation:  The Corporation should approve the amended Risk Management Policy for a period of one year. 

	

	A/09/36
	Financial Management and Control Improvement Plan (FMCE) 2008-09: Progress Report 

Paper:  FMCE Improvement Plan 
The Finance Director reminded Members that the first FMCE had been submitted to the LSC in December 2008 following review by the Committee.  She summarised progress achieved against each objective in the improvement plan.  In particular, Members noted that as a result of the financial pressures, a cash flow forecast was now produced on a monthly basis instead of quarterly.   Additional KPIs would be developed in the management accounts to cover staff and space utilization. 
The Committee RECEIVED the report.


	

	A/09/37
	Draft Financial Management and Control Evaluation for 2009-10
Paper:  FMCE Return
The Finance Director explained that for 2009/10 it was not mandatory to complete a full FMCE return if the College had not undergone any significant changes relevant to the FMCE since the last return in December 2008.  She suggested that the Committee chose to recommend the short return, pointing out that by doing so the College could not change last year’s self-assessed grade of “Good”.  
Members questioned whether the aborted building project had any impact on the financial controls.  One Member stated that the controls on discretionary spending would need to be tightened up and given closer scrutiny.  The Finance Director replied that stringent controls were in place and staff were fully aware of the tighter financial position facing the College.  
Following discussion, the Finance Director was asked to include in the proposed actions for 2.1.3, that the controls and authority levels were being reviewed to reflect the new scenario.  She agreed to circulate the revised document to Members of the Committee prior to it being presented to the Corporation. 
Recommendation:  The Corporation should approve the completed short form of the FMCE, subject to the changes detailed above, for submission to the LSC.

	MTJ

	A/09/38
	Register of Outstanding Audit Recommendations – Progress Report

Paper:  Register of Outstanding Audit Recommendations 

The Finance Director led the progress review of the items on the register. Actions relating to all five had been completed and there were currently no outstanding items.  The Committee AGREED that the five items should be removed from the register.
In relation to the Virement Policy, the Finance Director confirmed that a policy was now in place and detailed whether authorisation for virement was required by the budget holder or the Principal.  She added that she was fully aware of all virements and that underspends were transferred into contingency.  Members emphasised the need for transparency and for spending to be challenged. 

 The Committee RECEIVED the report.  
	

	6.40 pm David Andrews left the meeting

	A/09/39
	Update on Control Systems in Relation to Payment for Goods Received

The Finance Director reported that the Premises Manager was satisfied that the manual log of goods received was working well.  However, the Finance Office in checking whether the goods received had been recorded in respect of three orders found that only two of the three had.  The Finance Director was asked to test a larger sample and to report back to the summer meeting of the Committee.

There had been a significant reduction in personal deliveries, since staff had been told that they would be opened by the College Keepers as part of the recording of goods received.  

Members expressed concern that opened packages could go missing between receipt by the College Keepers and their final destination.  The Finance Director was asked to advise the College Keepers that all opened packages should be resealed prior to delivery to the relevant department.
The Committee RECEIVED the report and requested a further update at the summer meeting of the Committee. 


	MTJ

MTJ

MTJ / Clerk


	A/09/40
	Internal Audit Service Annual Report for 2008-09
Paper:  Internal audit report for the year ending 31 July 2009 

Fola Thomas of MacIntyre Hudson introduced the report, pointing out that there had been two visits during the year totalling 175 hours.  There were three recommendations, plus 4 carried forward.  Members were reminded that all the recommendations had been dealt with satisfactorily as reported earlier in the meeting.  She confirmed that the College had received an unqualified opinion. 
The Committee RECEIVED the report.

	

	A/09/41
	Internal Audit Plan for 2009-10

Paper: Draft Internal Audit Annual Plan 2009-10
Fola Thomas of MacIntyre Hudson presented the plan for 2009-10, explaining that it was standardised with the flexibility to include other areas suggested by the College.  She reminded Members that Risk Management and Corporate Governance had to be reviewed every year.   She added that 179 hours had been budgeted which would take place over two visits, one in January with a report to the March meeting of the Audit Committee, and one in April with a report to the June meeting.

One Member expressed the view that with the current financial constraints, the annual pay review process should be covered by the IAS.  In addition, he recommended that the controls on discretionary spending including capital expenditure be reviewed.  Members considered whether three of the areas due for review, space accommodation, marketing and partnerships, were necessary.  A Member queried whether Partnerships was more important in the light of the forthcoming changes.  The Finance Director reminded Members that the controls on expenditure had been reviewed last year, and that there were concerns regarding space utilization which could benefit from the views of the IAS. 

	

	7.10 pm Steven Kelly left the meeting.


	
	The Committee considered Learner Records and the need for accurate data and evidence in order for the College to self-certify its accuracy.   It noted that the LSC would not exist next year and that future requirements were not yet known.  There was however a significant financial risk if the College under-recorded.  The Finance Director reminded Members that the systems in place had been proven to be good.

Following discussion, the Committee asked for the following amendments to the plan: remove Marketing (15 hours) and Partnerships (18 hours), and add Learner Records (7 hours), Annual Pay Review Process (13 hours) and Controls on Discretionary Spending (13 hours).  The Finance Director was asked to revise the plan and to circulate it to all Members of the Audit Committee.
APPROVE:  The Audit Committee APPROVED the Internal Audit Plan for 2009-10 subject to the changes detailed above.


	MTJ

	A/09/42
	Financial Statements and Regularity Audit Management Letter
Paper:  Management Letters for the Financial Statements Audit and the Regularity Audit; and the Draft Financial Statements for the year ended 31 July 2009 
Lee Stokes of Buzzacott presented the Management Letters, summarising the key issues arising from the Financial Statements and Regularity Audits.   He reported that the College had an overall operating surplus of £1.045m. 
One accounting issue had been raised by Buzzacott in relation to the accounting policy for tangible fixed assets which had been amended to reflect the revised useful economic life of the buildings following the reversal of the 2007/08 impairment charge.  In response to questioning, the Finance Director confirmed that Dury Falls would now be depreciated over 15 years, Newcourt over 3 years and the Gatehouse, along with the rest of the College buildings, for 30 years.  
Appendix 1 showed that, based on the Framework for Excellence financial health model, the statutory financial statements would indicate a grading of outstanding.

Appendix 2 showed that one recommendation in relation to bank reconciliations had been made and had now been completed.   No recommendations had been made from the Regularity Audit.
The Finance Director added that the Financial Statements were provided for information and that communication with Buzzacott had been good.
The Committee RECEIVED the Management Letters from Buzzacott.
	

	A/09/43
	Letters of Representation in respect of the Financial Statements 

Papers:  Letter of Representation relating to the audit of the financial statements and regularity audit.
The Finance Director reminded Members that the Letter of Representation was a statement from the Corporation giving to the Auditors additional assurance on all aspects of the College’s operations covered by the audit.  The Committee was advised that the Principal had signed the letter.  Lee Stokes of Buzzacott confirmed that the letter contained standard text with the exception of point 12 which related to the reversal of the 2007/098 impairment charge.  The Finance Director commented that Buzzacott had taken a true and fair view of the College’s position.
Recommendation:  The Corporation should approve for the Chair of the Corporation to sign the Financial Statements and Regularity Audit Letters of Representation on its behalf. 


	

	7.40 pm Lee Stokes and Fola Thomas left the meeting

	A/09/44
	Financial Statements Auditors’ Performance Review
Papers:  Financial Statements and Regularity Audit Performance Indicators 2008/09

The Finance Director took Members through the Performance Indicators Report.  She explained that one accounting issue had been raised and was included in the management letter.  Useful discussion and recommendations in relation to the accounting treatment of the transactions associated with the aborted new build had been timely and useful.
One minor issue was that the Regularity Audit and Financial Statements Audit were undertaken at different times and by different sets of people.  Whilst both were good, the Finance Director expressed her opinion that it would have been preferable to have continuity of staff.

Formal meetings had been held with both the Manager and the Partner and communication in general was very positive.  Katherine Patel, the Audit Partner had sent her apologies for the Audit Committee as she was unwell but had suggested that the Chair of the Committee could telephone her if he wished to.
APPROVE:  The Audit Committee APPROVED the Performance Review for the Financial Statements and Regularity Auditors for 2008/09
	

	A/09/45
	Tendering for the Internal Audit Service for 2010 to 2015
Paper:  Proposed Timetable for the Selection and Appointment of the Internal Audit Service
The Finance Director reminded Members that they had re-appointed MacIntyre Hudson for a fifth year at their meeting in June, but had agreed to retender the contract for the period beginning 2010/11.  The machinery of government changes would place the internal audit arrangements into a new regulatory framework from 1st April 2010.  The proposed timetable allowed for the position to be known prior to the start of the selection process.
Members expressed their disappointment that despite the letter sent to Rakesh Shaunak, both he and David Morris had not been able to attend this meeting.

APPROVE:  The Committee APPROVED the timetable for the tendering and selection of the Internal Audit Service for the year 2010/11.

	

	A/09/46
	Review of the Anti-Fraud and Corruption Policy

Paper:  Anti-Fraud and Corruption Policy
Members were reminded that the Anti-Fraud and Corruption Policy was due for review under the Corporation’s Policy Review Cycle.  The Finance Director confirmed that she was not recommending any changes.

The Finance Director was asked to change the references to Department Heads to Subject Sector Leaders.

Recommendation:  The Corporation should approve the Anti-Fraud and Corruption Policy subject to the changes detailed above for a period of one year.

	MTJ

	A/09/47
	Audit Committee’s Annual Report
Paper:  Draft Annual Report of the Audit Committee
The Clerk reminded Members that the Audit Committee produced an annual report for the consideration of the Corporation, to advise it on the adequacy and effectiveness of the College’s internal controls and its arrangements for risk management, control and governance processes.

He stated that the number of recommendations from the IAS had reduced and that the College was in the upper quartile in MacIntyre Hudson’s benchmarking league table for 2007-08.  Both auditors had given unqualified audit opinions for the financial year 2008-09.

The Clerk added that there had been a continual improvement in the strength of the College’s systems and the Audit Committee could confirm that management had taken appropriate and timely actions.
The Clerk was asked to change the word “Most” to “All” at the beginning of the 4th paragraph on page 2 of the report; and the words “not approved” to “deferred” in the 2nd paragraph on page 3.  
APPROVE:  The Committee APPROVED the Annual Report of the Audit Committee for presentation to the Corporation subject to the amendments detailed above.


	Clerk

	A/09/48
	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 the Committee 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 item 9, all of the above functions were discussed and fulfilled effectively.


	

	A/09/49
	Date of Next Meeting

Tuesday 9th March 2010 at 6 pm. 


	


The meeting ended at 8.00 p.m.

                       Chair __________________________

Date _______________________

RMH/CLH 26th November 2009
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