



HAVERING SIXTH FORM COLLEGE

MINUTES OF THE MEETING OF THE
                            AUDIT COMMITTEE
                            held on Thursday 9th June 2011 at 6.00 p.m.

Present:	Ray Harris, Brian Martin, Dan Martine, Ian Salisbury

Apologies:			Steven Kelly, Lillian Thomas 

In attendance:		Maria Jorysz		Finance Director
				David Andrews	Assistant Principal, Planning and Performance 
				Dan Harris		RSM Tenon
				Katharine Patel	Buzzacott
Carol Wall		Finance Manager
				Roger Hawkins		Clerk
Cathy Horne		Assistant Clerk

In the Chair:			Ian Salisbury

	A/11/12
	Declarations of Interest
No declarations were made.
	

	A/11/13
	Minutes of the meeting held on 7th March 2011
The minutes were approved. 
	


	A/11/14
	Matters Arising

A/11/03 - The Assistant Principal, Planning and Performance, reported that the College back-up system testing planned for the Easter holiday, then postponed for the spring Bank Holiday half-term, had been rescheduled for 1st July.  The Committee requested a report from the Head of IT at the next meeting of the Committee. 
	




DGA/GF



	A/11/15
	Risk Management Report
Paper:  Risk Management Report May 2011 
Tabled Paper: Risk Management Group Report to the Audit Committee

The Assistant Principal, Planning and Performance, explained that the internal audit of risk management had led to a number of changes being made to the Risk Management Policy.  Included in the termly report to the Audit Committee would be the key items discussed at the Risk Management Group along with an indication of items requiring escalation.

In relation to the risk posed by new 6th forms in schools, he reported that the planned increase in student numbers for September 2011 was a key part of the college financial strategy.  Twice the usual number of applicants from non-partner schools had been interviewed and the achievement of the planned learner number of 2550 was on track, although there was some uncertainty regarding the conversion rate from interviews to enrolments.  

The Committee RECEIVED the report.

	










	A/11/16
	Review of the Risk Management Policy
Paper: Revised Risk Management Policy

The Assistant Principal, Planning and Performance, reported on the changes to the Risk Management Policy following the internal auditors recommendations.  These changes were to include guidance on the following:
· What the College deems a “significant risk”
· The method for calculating the risk score
· The risk appetite of the College
· The owner and maintainer of the risk register
· The “as far as reasonably practical approach” to avoid entailing excessive cost
· The rating of a risk that requires entry to the risk register.

In addition, the auditor had recommended that the Risk Management Group should have Terms of Reference appended to the Risk Management Policy.

In relation to section 11 of the Risk Management Policy, the Clerk asked whether an additional annual report to the Corporation was necessary since the annual report of the Audit Committee already covered the effectiveness of the internal control system.  The Assistant Principal agreed to remove this section and amend the relevant term in the proposed terms of reference.

The Internal Auditor commented that the Policy was well structured and sound.

RESOLVED:  The Audit Committee APPROVED the Risk Management Policy subject to the amendments above for a period of one year.
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	A/11/17
	Internal Audit Assignment Report
Papers:  Learner Numbers Report; Risk Management and Governance Report; Follow-up Report

Referring to his report, Dan Harris explained that the focus of the Audit work had been on Learner Numbers, Risk Management and Governance as well as the follow up of previous recommendations.

In relation to learner numbers, the audit had identified 72 students where the signed Learner Agreements had not been returned, with the associated risk of funding claw back.  This weakness gave rise to a red negative audit opinion.  The Corporation could not take assurance that the controls upon which the College relies to manage the risk are suitably designed, consistently applied or effective.  Dan Harris advised the Committee that, in order to avoid a qualified audit report, the 72 learner agreements must be signed and be available by 31st July.  He added that RSM Tenon would check the evidence once complete for no additional fee.   

The Chair expressed his serious concern and asked the Assistant Principal, Planning and Performance, what measures were in place to ensure all learner agreements were signed by the end of July.  The Assistant Principal explained that those students who had left the College had been contacted by telephone and post.  Approximately 50% of the forms had since been received.   Of those students still at the College, six forms remained outstanding.  The Clerk suggested that home visits might be considered in order to obtain the signed agreements.  The Chair requested that the College aim to obtain 100% of the forms signed and available by the Corporation meeting on 19th July. 

The Auditor drew the Committee’s attention to some of the other weaknesses which included errors or admissions in relation to 33 of the 66 risks listed in the risk register.  Of these 33, 23 did not have their likelihood and risk rating calculated and recorded for the next 12 months.

 The Chair agreed to write to the Principal on behalf of the Committee to express its concerns as to the lack of assurance over the relevant controls and requesting a full report to the Corporation at its July meeting on progress towards obtaining the signed learner agreements. 

The Auditor added that discrepancies had been identified in the guided learning hours recorded on Unit e and that this would be looked at again in more detail during 2011/12.  Additionally, sample testing had shown that withdrawal forms from courses and from the College were not always completed. He drew members’ attention to the six recommendations detailed in the Action Plan on pages 4-6 and the management response to these.  

The Finance Director agreed with a Member’s view that there had been a more thorough audit process this year and highlighted RSM Tenon’s use of experienced specialist staff.

Referring to the Risk Management and Governance report, Dan Harris confirmed that the audit had identified a strong control framework in relation to Governance, resulting in a green (good) opinion.  For Risk Management, he explained that, whilst the Risk Management process was in place, there were improvements which could be made and that these were detailed in the action plan on pages 6-8. 

With regard to the follow-up of previous internal audit recommendations, Members were informed that the auditor had found that the implementation status of the previous auditor’s recommendation relating to MIS reports, was different to that which had been reported by management to the Audit Committee at its previous meeting. Dan Harris drew members attention to the follow-up action plan on pages 3 and 4 and the management responses.  

The Committee RECEIVED the report.
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Ian Salisbury


	A/11/18
	Implementation of Audit Recommendations – Progress Report
Paper:  Register of Outstanding Audit Recommendations

The Finance Director reminded Members that the Audit Committee reviewed the status of audit recommendations from the internal auditors, financial statements and regularity auditors on a termly basis.  She added that there were no recommendations arising from the Financial Statements audit.  

· Recommendation relating to standards for student support – this had been delayed due to the remodelling of the learner services area but the draft standards were now ready for review by Executive.  A further report would be brought to the next meeting of the Audit Committee.

· Recommendation relating to SLAs in respect of IT services – the application had become live on 1st March 2011.  The Committee AGREED that this item should be removed from the register.

· The additional recommendation relating to SLAs had been included as a result of the follow up visit made by RSM Tenon and related to reporting on the performance indicators within the Service Level Agreements at an appropriate forum.  A target implementation date had been set for September 2011.  

· The two recommendations relating to the large number of MIS reports were on-going with no absolute end date.  The Finance Director AGREED to bring a further report to the next meeting of the Committee.

· With reference to the recommendations relating to senior postholder pay, the Clerk had drafted a guidance note which would be considered later in the meeting, prior to consideration by Remuneration Committee and approval by the Corporation on 19th July 2011.

· The two recommendations relating to data protection were both in progress.  The Data Protection Policy would be considered for approval by the Steering Committee on 14th June. 

· Regarding the recommendation relating to staff leavers, the Finance Director confirmed that the standard leaver’s form would be used in all cases.  Amendments to personal details were usually communicated by email.  In response to the Finance Director’s concern that the College did not want to generate more paper than was necessary, the Internal Auditor commented that the issue may have been raised as a non–compliance issue if the Financial Procedures stated that a form was to be completed.  The Finance Director AGREED to draft an amendment to the Financial Procedures if necessary.  The Chair of the Employment Policy Committee pointed out that having current personal information was essential and that a clear method of obtaining this was needed.  The Finance Director was asked to consider an interactive page which employees could update.  A further report would be brought to next meeting.

· The dual signing of the payroll printouts is a standard procedure.  The Finance Director apologised for the oversight in which one form had not been signed by the Principal and one form had not been signed by the Finance Director.  The Clerk asked whether arrangements were in place should either signatory be absent.  The Finance Director AGREED to include a reference in the Financial Procedures regarding this situation.   

· The payroll system had been adapted to prompt for a password change every 30 days.  Members noted that there were three members of staff with access to the system, the Payroll Administrator, the Finance Director and the Finance Manager.  

· With regard to the list of contracts, a comprehensive list of maintenance contracts was being put together by the Premises Manager.  A target date of July 2011 had been set.

· The recommendation relating to large value contracts had been completed with the Financial Regulations containing a provision allowing the College to outsource the tendering procedure if it is considered necessary.  The revised Financial Regulations had been approved by the Corporation.  The Committee AGREED that this item should be removed from the register.

· The only recommendation from the Regularity Audit related to policies for overseas travel, and gifts and hospitality.  Both had been approved by the Corporation at its spring term meeting.  The Committee AGREED that this item should be removed from the register.

The Committee RECEIVED the report.
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	A/11/19
	Internal Audit Service Performance Report
Paper:  Performance review for the Internal Auditors 

The Finance Director informed Members that the staff assigned from RSM Tenon for the audit visits had extensive experience in the areas of work to which they had been assigned.  The field work was carried out in accordance with the plan.  She reported that the first visit had not been particularly well organised but the second had been arranged and completed efficiently.  The recommendations made had been significant and helpful.

The Chair thanked Dan Harris for his own, and his organisation’s, input.  

The Committee RECEIVED the report.

	

	7.01 pm Dan Harris and Katherine Patel left the meeting

	A/11/20
	Appointment and Remuneration of the Internal Audit Service

The Finance Director reported that the relationship with RSM Tenon was very good and that their ability to provide specialist staff for specific areas of review was a significant strength.  She added that, although the letter of engagement provided for the fees to be increased by RPI, RSM Tenon had agreed that the increase for 2011/12 would be limited to 2.6%, half the rate of RPI.  

RESOLVED:  The Audit Committee APPROVED the re-appointment and remuneration of RSM Tenon as the Internal Auditors for 2011/12.

	

	7.07 pm Dan Harris and Katherine Patel rejoined the meeting

	A/11/21
	Internal Audit Service Plan 2011-12
Paper:  Updated Strategy for Internal Audit 2010/11 – 2012/13

Dan Harris explained that the Plan was in accordance with the Audit Code of Practice and this included the review and evaluation of the risk management, control and governance arrangements.  He added that there had been some changes to the previous three year plan presented last year.  

Members’ attention was drawn to page 3 of the strategy which gave advice to the Audit Committee when considering the Audit Plan. 

Pages 8 and 9 of the Strategy listed the detailed areas for review in 2011/12.  The network security and back up arrangements had been brought forward from 2012/13 at the request of the College and would require an additional three days work.  The Finance Director added that this and staff utilisation would be particularly beneficial. The planned review of Partnership activities and the HR audit had been deferred to 2012/13. 

Members were informed that, as Governance was strong, the specific aspect of the Strategic Planning Process would be reviewed to ensure that the College gained value for money from the audit.

RESOLVED:  The Audit Committee APPROVED the Internal Audit Service Plan for 2011-12.

	

	A/11/22
	Internal Audit Service Performance Indicators for 2011-12
Paper:  Internal Audit Service Performance Indicators 2011-12

The Finance Director reported that no changes were recommended to the Performance Indicators used for 2010-11.

RESOLVED:  The Audit Committee APPROVED the Performance Indicators for 2011/12.
 
	

	A/11/23
	Financial Statements and Regularity Audit Plan
Paper:  Buzzacott planning documents for the financial statements and regularity audit for the year ending 31 July 2011

Katharine Patel of Buzzacott advised the Committee that the main document was a planning letter confirming the audit arrangements for the financial year ending 31 July 2011.  She added that the Joint Audit Code of Practice had been issued and that no amendments to the standard letter were required. She drew Members’ attention to the relevant sections in the letter and to the three appendices: the audit timetable, the preliminary audit strategy and the nature and scope of the audit work.

RESOLVED:  The Audit Committee APPROVED the planning documents for the financial statements and regularity audits for the year ending 31 July 2011.
  
	

	A/11/24
	Financial Statements and Regularity Auditor Performance Indicators for financial year 2010-11
Paper:  Proposed Performance Indicators for 2010-11

The Finance Director reminded Members that indicators were set each year in order to assess the performance of the Auditors.  The Finance Director was asked to amend “LSC” to “funding body”.  

RESOLVED:  The Audit Committee APPROVED the Performance Indicators for the audit of the financial year 2010-11. 
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	A/11/25
	Accounting Policies for 2010-11
Paper:  Accounting Policies listed in the Financial Statements

The Finance Director advised Members that the Audit Committee was tasked with approving the Accounting Policies of the College which were listed in the Financial Statements. She explained that, since preparation of the report, the Accounts Direction Handbook had been published and that there were no significant changes.  The references to LSC, however, would need to be amended to the wording used in the Handbook.

RESOLVED:  The Audit Committee APPROVED the Accounting Policies for 2010-11 for inclusion in the Financial Statements for the year ended 31 July 2011 subject to removal of the references to the LSC and replacement with appropriate terminology.  

	







MTJ

	A/11/26
	Review of the College Financial Procedures
Paper:  Amended extracts from the Financial Procedures

The Finance Director explained that the proposed amendments detailed below to the Financial Procedures required Committee approval.  However the full document remained on the Policy Review Cycle for review in April 2013.

1. Web requisitions – the section on ordering had been redrafted to be consistent with the new system for requisitioning orders. 
2. Signing of contracts – to minimise risk, a procedure had been added requiring any contract to be referred to the Principal or the Finance Director prior to signature.  Contracts over £2,400 would need to be signed by the Finance Director and any over £60,000 would require approval by the Chair of Finance Committee or Chair of the Corporation.  The Clerk explained the position relating to authorisation and cumulative values. Members were advised that suppliers were informed that orders could only be accepted if on College purchase order form.  Staff not following the procedure would be personally liable and subject to the disciplinary procedure.  The Assistant Principal, Planning and Performance, reported that the risk associated with signing contracts had been included in the Risk Register.  The Chair asked for the latest position on ‘goods inward’ and requested a report at the next meeting from the Premises Manager.
3. Gifts and Donations – Two sentences had been added specifying the limits on gifts and donations.  The Regularity Auditor was asked to advise the Finance Director as to whether it was within the power of the College to make charitable donations.  Subject to the advice received, the Finance Director was requested to remove the words “without the authorisation of the Principal”.  Members noted that money raised for charity by students and staff was not affected.

RESOLVED:  The Audit Committee APPROVED the amendments to the College Financial Procedures subject to advice being sought in relation to charitable donations and the wording in the relevant section amended accordingly.
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	A/11/27
	Value for Money Report
Paper:  Value for Money Report 

The Finance Director explained that various activities were continuing to take place to ensure value for money was achieved.

The contribution analysis enabled the College to see the financial efficiency of subject sectors and courses, highlighting the income each course generated.  A key factor arising from the analysis was class size and, as a result, effort was concentrated on this area at enrolment and during the timetabling process.

The Finance Director informed Members that salary costs were slightly below 70% of College income.  She added that as learner income reduced, salary costs and staff efficiency had to be reviewed.  

The College had joined the ACER Procurement Network and benefitted from an experienced procurement manager in relation to the £600k computer infrastructure project.   

Joint tendering processes for the cleaning and security contracts were underway with a collaborative group of east London colleges and managed by the AoC at no cost to the College.

The Committee RECEIVED the report.
  
	

	A/11/28
	FMCE Improvement Plan Progress Report
Paper:  FMCE Improvement Plan Progress Report

The Finance Director reminded Members that the College completed and submitted to the YPLA a self-evaluation of its Financial Management and Controls each December.  The self-assessment grade was 2 (Good) and an improvement plan had been devised to strengthen the five areas identified for improvement.

Two actions for improvement relating to governors with financial experience and updating the risk management process in the light of uncertain future funding levels had been fully addressed.

Middle managers had attended LSIS training.  A further training session on financial management was planned for July.  The Finance Director was asked to report back to the next meeting of the Committee. 

Future income uncertainty was on-going with the first outline budget for 2011/12 having been brought to the Finance Committee in December.  The Finance Director added that, for the first time, income was known in advance but that the level of transitional relief for 2012/13 and 2013/14 was unknown.

The inclusion of KPIs in the management accounts to cover staff and space utilisation were still under consideration.   The Finance Director was asked to report back to the next meeting of the Committee.

The Committee RECEIVED the report.
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	A/11/29
	Implications of the Bribery Act 2010 for the College
Paper:  Buzzacott briefing note on the Bribery Act 2011

The Clerk explained that the Bribery Act 2010 would come into force in July 2011 creating four offences.  He added that ‘the failure of commercial organisations to prevent persons associated with them from committing bribery of their behalf’ was the offence where the College was most exposed to risk.  

He explained that there were already some policies in place which provided a regularity framework for the transparent conduct of the College’`s activities and the proper behaviour of its staff.  The Finance Director confirmed that the Financial Regulations were supplied to anyone acting on behalf of the College and they were requested to comply.  

The Clerk reported that very recently the AoC had published a model anti bribery policy which could be adapted and implemented.

The Committee requested the Risk Management Group consider the risk of bribery by persons associated with the College, whether the current procedures mitigated the risk sufficiently and what further procedures, if any, were required.

The Internal Auditor commented that some Colleges emphasised top level commitment by sending an email to all staff listing the relevant policies and setting the tone.

The Committee RECEIVED the report.
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	A/11/30
	Draft Guidance Note on SPH Pay
Paper: Draft guidance note on the review and determination of senior postholder remuneration

The Clerk reported that the Internal Auditors had recommended a guidance note on the process for senior postholder pay review which would include:
· benchmarking data to be attached to Committee reports
· full justification to be provided for any SPH pay award
· reports to set out percentage increases from previous years.

He added that the guidance note would also be considered by the Remuneration Committee, the Chair of which had already been consulted.  He confirmed that the senior postholders were the Principal, Assistant Principal, Curriculum and Workforce Development and the Clerk.   

Recommendation:  The Corporation should APPROVE the Guidance Note on the Review and Determination of Senior Postholder Remuneration for a period of five years.
	

	A/11/31
	Evaluation of Meeting
Paper:  Evaluation of Corporation Meetings

1.  In accordance with Instrument of Government 12 (2), were 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 8, all of the above functions were discussed and fulfilled effectively.

	

	A/11/32
	Date of Next Meeting
To be arranged.

	


The meeting ended at 8.05 p.m.
                       Chair __________________________

Date _______________________

RMH/CLH 15th June 2011
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