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AGENDA ITEM 3

Minutes of the Meeting of the Audit Committee held on Wednesday 22 June 2011
Present

	Robert Allen                                  
	Governor

	Karen Finlayson (Chair)            
	Governor

	Gill Knight                                     
	Governor

	Maureen Vevers                           
	External Co-opted Member

	
	


The quorum for the meeting was three Members
In attendance

	Ron Hill                                           
	Clerk to the Corporation

	Ann Treacy                                    
	Executive Director (Finance and Planning)

	Alastair Hunt                                 
	RSM Tenon (financial statements auditor)

	Will Simpson                                 
	Grant Thornton (internal audit service)

	George Trow                                 
	Principal


The meeting started at 5:35pm
	1.
	1.1

 
	Apologies

Apologies were received from John Toon (Governor) and Ian Falconer (Grant Thornton).



	2.
	2.1


	Declarations of Interest
The Chair reminded Members to declare their interests as and when necessary on the agenda.



	3.
	3.1

3.2
	Minutes of the Audit Committee meeting held on 9 March 2011 and any matters arising

The minutes were agreed as a true and correct record and were duly signed by the Chair.

As matters arising

· The Executive Director informed that the strategic risk register had been amended to include the possibility of increased litigation action against the College;

· The Executive Director informed that College marketing would be considered within the internal audit service workplan for 2011/12;

· The Clerk to the Corporation stated that the identified training and support for the Audit Committee would be included within the workplan for the Audit Committee 2011/12.



	4.
	4.1
	Any Other Business

There were no items of ‘any other business’ requested.



	5.
	5.1
5.2

5.3
	Audit Recommendations and Actions (Composite Report)

The Executive Director presented the written report which informed that there were currently 18 recommendations outstanding (five of which were high priority). A total of 28 recommendations had been implemented since the Audit Committee on 9 March 2011. 

The Executive Director explained that recommendations arising from the Human Resources internal audit report (September 2010) had been partially addressed. Six medium and two low priority recommendations remained for action.  The Executive Director apologized for the oversight in reporting in relation to this internal audit service report.  

Members commended the progress in the College management implementation of internal audit service recommendations. ‘Partial implementation’ of recommendations was also regarded as progress towards completion.

RESOLVED (AC 08/11)

The Audit Committee resolved to note audit recommendations and actions composite report and to commend the progress made in responding to audit recommendations.



	6.
	6.1

6.2

6.3

6.4

6.5

6.6

6.7

6.8
	Risk Management : Status Report

The Executive Director presented the written report and confirmed there were no new corporate risks to include in the corporate risk register. The Executive Director highlighted the amended wording for Corporate Risk (CR) 8 as follows : ‘Financial and/or reputational damage as a result of increased exposure to litigation due to the limited costs associated with bringing claims for compensation’. The College’s insurance cover was being reviewed to ensure adequate arrangements are in place. 

The Executive Director informed that a freeze was currently in place within College on ‘non-essential expenditure’. The Executive Director is currently personally reviewing all requests for non-essential expenditure.

With regard to possible funding clawback arising from 2010/11, the Principal explained that the Skills Funding Agency will be reviewing the position by November 2011.

With respect to CR3, the Executive Director reminded Members of the good internal audit service report on procurement practices (See Item 7b). She also explained that collaborative approaches to procurement were not easy to develop and benefit from.  However, the benefits from achieving a new ‘critical mass’ for procurement would continue to be pursued. 

The Principal advised that a national fund was being formed to assist the development of new procurement practices in further education.

Members queried whether any target had been sent for procurement efficiency. The Executive Director believed that a 5% saving on current levels of expenditure would be a useful start.

Members asked if there was any benefit from benchmarking procurement practices with colleges of a similar kind. The Executive Director informed that the recent benchmarking exercise by Tribal would be of assistance.

The Principal added that the College was reviewing existing contracts and, where necessary, serving notice and re-tendering in order to reduce expenditure levels.

RESOLVED (AC 09/11)

The Audit Committee resolved to note the status report on risk management.



	7.
	7.1

7.2

7.3

7.4

7.5
7.6
7.7

7.8

7.9

7.10

7.11
	Internal Audit Service : Audit Reviews

N.B. Grading : Green = Overall we have concluded that, in the areas examined, the risk management activities and controls are suitably designed to achieve the risk management objectives required by management.

Will Simpson (Grant Thornton) presented the written report which included internal audit service reviews as follows:- 

(a) Contracts and Partnerships Arrangements 

The internal audit service opinion was given as Green for ‘design effectiveness’ and ‘operating effectiveness’. There were two ‘medium’ and two ‘improvement’ recommendations. 

The Executive Director informed that the Skills Funding Agency was unable to provide the same degree of advice regarding potential partners as the former Learning and Skills Council. Thus there was, potentially, greater risk to the College. The Principal confirmed that the College was using a range of methods to vet the standing and quality of potential partners.

(b) Procurement and Payments

The internal audit service opinion was given as Green for ‘design effectiveness’ and ‘operating effectiveness’. There were one medium and one low priority recommendations.

(c) Special Projects

The internal audit service opinion was given as 

Design Effectiveness

Overall, we have concluded that, in the areas examined, except for considering the estimated costs of delivering projects when deciding whether to proceed with funding bids and reducing the reliance currently placed on the Director of International Projects, the risk management activities and controls are suitably designed to achieve the risk management objectives required by management.

Operating Effectiveness

Those activities and controls that we examined are not operating with sufficient effectiveness to provide reasonable assurance that the related risk management objectives were achieved during the period under review. 

There were two high priority and two medium priority recommendations.

Members discussed the rationale for international student activities.
The Principal informed that a review of the range and nature of international student activities was currently being undertaken to inform the future purpose and strategy. 

RESOLVED (AC 10/11)

The Audit Committee resolved to request that the Principal's report on the range and nature of international student activities be forwarded to the Finance and Resources Committee and Audit Committee in due course.
The Principal added that Doncaster College enjoyed the status of ‘trusted partner’ by the U.K immigration Service for work with international students. 

(d) Follow-Up of Audit Recommendations

The internal audit service opinion was Green and there was one medium priority recommendation.

Members commended the improved performance of College management in following up internal audit recommendations in an accurate and timely way.

(e) Risk Management

The internal audit service opinion was given as Green with one medium priority recommendation.

RESOLVED (AC 11/11)

The Audit Committee resolved to note the audit reviews and opinions from the internal audit service (Grant Thornton). 



	8.
	8.1

8.2

8.3

8.4

8.5

8.6
	(a) Internal Audit Service Progress Report 2010/11
Will Simpson (Grant Thornton) presented the written report which included details of actual versus budgeted audit days for 2010/11. 55.75 days of the 65 budgeted days had been completed to date. 

In the light of the recent, positive audit of corporate governance by the Skills Funding Agency (see Item 10) discussion  between College management and the internal audit service recommended a review of fixed assets be included within the internal audit schedule for 2010/11 (in place of a specific and separate review of corporate governance). The Executive Director explained that the recent Tribal benchmarking study regarding Doncaster College showed a significant differential between depreciation costs for Doncaster College vis a vis other similar colleges. It was confirmed that the audit review would focus on the rationale for the depreciation of buildings at Doncaster College.

RESOLVED (AC 12/11)

The Audit Committee resolved to endorse the proposed variation in the Internal Audit Service Plan for 2010/11 to include a review of the rationale for the depreciation of buildings at Doncaster College.

(b) Draft Internal Audit Plan 2011/12
Will Simpson (Grant Thornton) presented the draft Internal Audit Plan for 2011/12. The plan was predicated upon 65 internal audit days (the same as 2010/11) and an increase of 0.03% on 2010/11 fee levels.
In the light of the continuing corporate risk presented by the design and implementation of the marketing strategy, it was agreed to substitute marketing (assuming 5 audit days) for Additional Learning Support (to be included in 2012/13 internal audit reviews).

Will Simpson emphasized the inherent flexibility within the Internal Audit Service plan and encouraged continuing dialogue on priorities for review.

Members queried the availability of a contingency within the draft Internal Audit Plan. Will Simpson explained that all timings were indicative only and it was likely that the assumed timing for repairs and maintenance / property strategy implementation could provide additional internal audit days.

RESOLVED (AC 13/11)

The Audit Committee resolved to recommend the draft Internal Audit Service Plan 2011/12 to the Board for approval (with the amendment described at Para 8.4).



	9.
	9.1

9.2
	RSM Tenon : Audit Strategy Memorandum

Alastair Hunt (RSM Tenon) presented the Audit Strategy Memorandum for the Year Ended 31 July 2011. He explained that the approach to the financial statements audit would be the same as 2010/11 assuming the continued high quality of information provided by the College. Alastair Hunt proposed an increase in fees from £22,740 plus VAT (2010) to £23,900 plus VAT (2011). Members and senior college staff queried the proposed increase in fees. Members requested continued discussions regarding the proposed fee levels for the financial statements audit for 2011.

The Principal requested the assistance of RSM Tenon in achieving the early provision of draft financial statements for 2010/11 to permit financial health data to be forwarded to the Skills Funding Agency. This provision of financial health data for 2010/11 is expected to complete the removal of the College’s Financial Notice to Improve by the SFA.

RESOLVED (AC 14/11)

The Audit Committee resolved to recommend the Audit Strategy Memorandum for the year Ended 31 July 2011 to the Board for approval (subject to satisfactory resolution of the proposed fees for the financial statement audit). 



	10.
	10.1
	Skills Funding Agency : Financial Management and Control Evaluation Audit 

The Executive Director presented the written report which included the opinion from the Skills Funding Agency (following audit of the FMCE in April 2011) as follows

‘Our overall opinion is that considerable progress has been made across all areas of financial management and control. In the last year new arrangements and processes have been implemented such that the framework for good financial management and control is in place and we agree with the College’s self-assessment as ‘Satisfactory’.

RESOLVED (AC 15/11)

The Audit Committee resolved to commend the positive audit of the FMCE including the achievement of the lifting of the Financial Notice to Improve in relation to financial management and governance and to request that recommendations by the Skills Funding Agency be addressed in readiness for the FMCE 2011 return.



	11.
	11.1

11.2
	The Bribery Act 2010

The Executive Director presented the written report which addressed the implications and implementation of the Bribery Act 2010 (which comes into force on 1 July 2011). The Executive Director explained that College policies, especially the Board’s Financial Regulations and Procedures, would be revised accordingly. 

Members suggested that the Corporate Risk Register be amended to take account of the Bribery Act 2010.

RESOLVED (AC 16/11)

The Audit Committee resolved to note the Bribery Act 2010 and to request that relevant College policies and procedures be revised as necessary with particular emphasis on 

· Financial Regulations (section 23), 

· Anti-fraud policy, 

· Partnerships contracts, 

· Agent contracts, 

· Procurement policy. 



	12.
	12.1

12.2

12.3
	Review of Membership and Performance – Audit Committee 2010/11
Members responded to the review questions as follows

Question

Response

1. Have the meetings been affected by quoracy problems?

No

2. Has the Committee achieved the responsibilities of the Committee?

Yes, through full implementation of the workplan

3. Has the Committee workplan been implemented?

Yes, and added to e.g. SFA FMCE audit report 

4. Has the membership of the Committee been capable of addressing the business of the Committee?

Yes, and enjoyed the benefits of the External Co-opted Member for 2010/11

5. What has the Committee achieved in 2010/11?

· Improved tracking of recommendations and implementation

· Improved risk management overview

· Higher level of control environment

· Improved scrutiny through improved reporting

· Improved discussion and debate; improved relations with senior staff

· Improved influence within College from the Audit Committee’s approach

6. How has the Committee considered teaching, learning and the student experience?

Primarily through the emphasis on teaching and learning within the Corporate Risk Register and the related emphasis in the internal audit service reviews.

7. Has the Committee had any particular development to support its work?

· Presentation by the I.T. Manager

· Benchmarking presentation on Governors’ Strategic Development Event (June 2011) 

· Identification of development and support for 2011/12

8. Are there any changes that would improve the Committee’s performance in 2011/12?

Inclusion of ‘complaints management’ and reports on complaints themes and responses;

Understanding the College’s depreciation policy

Members considered the document ‘Current Questions – Further Education Audit Committees’ (Pricewaterhouse Coopers; May 2011).  The Principal believed the document would be very useful for the Executive Team to consider in the first instance. The Principal would provide a report back to the Audit Committee at its meeting in September 2011.

(b) External Co-opted Member
The Clerk to the Corporation informed that Maureen Vevers would be concluding her service to the Committee due to increasing responsibilities in other roles she is associated with. Maureen Vevers commended the Audit Committee on improved performance during the period June 2010 to June 2011. She suggested that, in future, the Committee should consider the appointment of two External Co-opted Members to develop a critical mass of independence.

RESOLVED (AC 17/11)

The Audit Committee resolved to thank Maureen Vevers for her service to the Audit Committee in the capacity of External Co-opted Member.

	13.
	13.1
	Date and Time of Next Meeting

The next meeting of the Audit Committee will be held on Wednesday 14th                September 2011; 5:30pm.




	Signed as a correct record on 

Date:

………….………………………….. Chair




The meeting closed at 7:18pm
Ron Hill 

Clerk to the Corporation
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