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MINUTES OF THE  
AUDIT COMMITTEE MEETING 
MONDAY 19 NOVEMBER 2012 

 
 

Membership:           Mark Carroll, Steven Crane (Vice Chair), Shahid Farooq (Chair), Veronica Lewis, 
    Gavin Williams  

 
In Attendance:        Kevin Watson (KW)      - Principal 
                                  Alan Leak (AL)              - Deputy Principal, Corporate Services 
 
                                  Hannah Catchpool          - Baker Tilly (Financial Statements Auditors)  

        Angela Mason-Bell        - RSM Tenon (Internal Auditors)    
                                         
Clerk:                       Val Bartlett 
 

* Denotes apologies for absence 
 
 
1. WELCOME TO NEW COMMITTEE MEMBERS AND INTERNAL AUDITORS 

 
The Chair welcomed Corporation Members Veronica Lewis and Gavin Williams to their first  meeting of the 
Audit Committee. 
 
The Chair welcomed Angela Mason-Bell from RSM Tenon who have been appointed as the College Internal 
Auditors. 
 

2.      DECLARATION OF INTERESTS 
 

None were declared. 
 

3.      APOLOGIES FOR ABSENCE 
 

No apologies had been received 
 

4.       MINUTES OF THE MEETING HELD ON 2 JULY 2012 
 

The Minutes were agreed as a true record. 
 

5.    MATTERS ARISING 
 

AGENDA ITEM 45 (2011/12) – FINANCIAL MANAGEMENT AND CONTROL EVALUATION  
(FMCE) 
 – The Clerk reminded the Committee that completion of the FMCE is no longer mandatory and referred  
Members to the ‘Guidance on the Implications following the rationalisation of Audit Arrangements for Sixth 
Form Colleges (September 2012) issued by the Sixth Form College Forum/EFA which had been enclosed 
with the meeting papers. 
 
There were no other matters arising which were not already covered on the agenda. 
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8:05 – VL joined the meeting 
 
Members agreed to move immediately to Agenda Item 9. 
 

9.    INTERNAL AUDIT PLAN 2012/13 
 
The Deputy Principal informed the Committee that following a meeting with himself and the recently 
appointed Internal Auditors - RSM Tenon - a ‘Strategy for Internal Audit 2012/13’ had been duly drafted for 
review and consideration by the Audit Committee 
 
RSM Tenon informed the Committee that the Strategy proposed, having taken into account previous internal 
audit work, the following areas be reviewed in 2012/13: 
 
• Board Assurance Framework 
• Learner Number Systems 
• Key Financial Controls 
• I.T. Security (follow up) 
• Departmental Reviews 
• Staff Utilisation and Review process 
 
The audit will be undertaken in January 2013 apart from work on the Board Assurance Framework which is  
to be considered potentially in May 2013 as this may tie in  with a potential date for the Corporation’s 
summer conference. 
It was agreed that it may be beneficial for the Audit Committee and/or Corporation Members to attend an 
internal workshop led by RSM Tenon to agree what framework is required. 
 
The Committee discussed the proposed audit  areas in further detail and noted the following in particular: 
 
• in terms of the Board Assurance , the Corporation is still responsible for : 

 Oversight of the college’s activities 
 The effective and efficient use of resources, solvency and safeguarding of assets 

 
• It was acknowledged that Learner Numbers are very important for the college and that the accuracy of   
        the associated data is crucial for funding purposes 

 
• I.T. has undergone a number of changes over the summer regarding its systems and a draft strategy   

document is now in place 
 

• Departmental Reviews – the audit will seek to provide assurance in compliance with college wide  
policies and procedures. Performing Arts may be one of the two departments to be reviewed in2012/13.  
The point was made that it may be useful to have a list of all departments and their individual risk  
registers in order to establish a basis of criteria for future audit reviews. It was also noted that some 
areas such as Sports and Performing Arts do undertake some financial transactions 
 

• Staff utilisation has been discussed by the Corporation and the internal audit will review the extent to  
which the college is utilising the existing teaching staff and the level of reliance placed on temporary or 
sessional staff.  It was noted that the Internal Auditors can, and will, provide benchmarking data from 
across their client base. 
 

The Audit Committee received the draft Audit Plan for 2012/13 and agreed to recommend it for approval  
by the Corporation at its meeting to be held on 4 December 2012. 
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6.     DRAFT FINANCIAL STATEMENTS AND AUDIT FINDINGS REPORT - 31 JULY 2012 
 
The Deputy Principal informed the Committee that the draft Financial Statements have been subject to audit 
by Baker Tilly and amendments have been made as required by them as the College auditors. 
 
The Financial Statements indicate that the College is in a strong financial position with good cash reserves  
and operating position. 

 
The following indicates the main highlights of the year 2011-12: 

 
             2011 - 12             2010 - 11 

Income £,000 11,762 11,834 
Staff Cost % Income 65.4% 65.3% 
   
Surplus £’000 191 Nil 
Surplus % 1.6% 0% 
   
Cash Balances £,000 372 691 
Cash Days -11* 23 
Loan and Overdraft £’000 4,700 7,224 

 
*In theory this is negative due to the £770k loan being included in the calculation even though it would 
 not be repaid until the grant is received from the SFA. Excluding this, it would give a positive 12 Cash 
Days. 
 
Income has decreased by  £72,000 overall with the main changes being: 
 
Funding Bodies   
- Recurrent Grant  304,000  
- Deferred Grant/revenue re project (256,000)  
Reduction of Aim Higher grant   (95,000) 
Reduction in Tuition Fees UEL/Diploma    (65,000) 
Increase in lettings (sports)    40,000 
 
The college is now formally back in surplus compared to the breakeven position in 2011. 
 
As indicated in the Audit Findings Report, the underlying surplus is higher due to the effect of the net 
temporary costs relating to the project, such as the Village rental. 
 
Cash Balances are satisfactory and are backed up by the loan facility for the Capital Project. 
  
The Financial Statements Auditor then reported on the Audit Findings Report year ended 31 July 2012. 
 
It was acknowledged that this is the ‘cleanest’ audit findings report the College has had in recent years and 
thanks was given to the Deputy Principal and his team for their work and recognition of ensuring that any 
previous recommendations and/or suggestions have been duly implemented. 
 
The Audit Findings Report was then discussed and the Committee noted the following in particular: 
  
•  Funding - the College’s total funding allocation for the year is fixed under plan-led funding. 

If the College was to significantly underperform  on learner responsive numbers then future funding 
allocations could be revised.  
No issues were noted over the course of the audit, subject to the receipt of the final reconciliation from  
the SFA, to confirm the final claim  



CONFIRMED MINUTES 

 
Vb/Mydocs/Audit/2012-13/19.11.12/Mins 

 
4 

 

• ‘Going Concern’ - Members noted the comments and that given the current economic climate, and in 
particular the pressure on government spending, this is a key area of focus. The College will need to 
ensure adequate funding is secured to continue with its current levels of activity and forecast activity. 
Any significant reductions in funding could impact on the ongoing status of the College. Changes in the 
funding streams and recurrent grant allocations will need to be taken into consideration in the  college’s 
3 year forecasts. 
The college’s 3 year and 10 year forecasts have been reviewed and the underlying assumptions. 
No issues were noted. 
 

• Regularity review  - the auditors are required to express an opinion that income from the SFA and the 
EFA has been applied for the purposes intended. 
No issues were encountered. 
 

•   Staff Costs – the major cost for the college is the direct teaching and other staff costs. 
No issues were noted as a result of the review of staff costs 

 
•   FRS17 – The College must continue to comply fully with the accounting treatment required by FRS 17.  

The FRS17 report issued by the actuary and the disclosures in the financial statements have been 
reviewed. 
No issues were noted from the review 

 
• Accommodation Strategy - the progress on the accommodation strategy has been reviewed and it was 

identified that the college’s major Capital Project is now complete. 
The accounting treatment of the costs associated with the project have also been reviewed. 
No issues have been noted. 
 

In addition to the above, the Committee was informed that no issues arose during the audit work regarding: 
 
 Audit and Accounting 
 Unadjusted/adjusted misstatements 
 Significant deficiencies in internal control 

 
The Audit Committee noted the Draft Letters of Representation for the Financial Statements Audit and 
Regularity Audit which are in the standard format and that there were no specific or additional representation 
required. 
 
The Deputy Principal indicated 2 changes which will need to be made to the Financial Statements: 
 
- Date of approval by the Corporation should be 4 December 2012 
- The list of Governors needs to be updated to include three new Corporation appointments made since 

July 2012 (2 students and 1 Parent).  
 
The Chair of the Committee is to liaise with the Deputy Principal regarding the narrative in the first section 
of the Financial Statements. 
 
The Committee was informed  that any areas where the auditors had queries had been responded to quickly 
with all relevant information being provided. 
 
It was noted that there had been a follow up to check if the recommendations regarding internal controls  
had been actioned and governors were informed that they had been successfully implemented. 
 
With reference to FRS 17, the pension scheme continues to be in deficit and is in line with all other local  
government schemes and remains subject to a triennial review. 
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The Chair of the Audit Committee requested that if Governors have any additional comments on the 
Financial Statements, then they contact the Deputy Principal within the next week. 
 
The Chair of the Audit Committee thanked the auditors, the Deputy Principal and his team for their efforts 
over the past year. 
 
The Audit Committee agreed to recommend the current draft Financial Statements for 2011/12 to the 
Corporation, subject to any further amendments that may be necessary, which will, if any, be reported at the 
Corporation meeting to be held on 4 December 2012. 

 
The Audit Committee noted the Audit Findings Report and the draft Letters of Representation which are  
to be approved by the Corporation. 
 

7.    UPDATE ON IMPLEMENTATION OF INTERNAL AUDIT RECOMMENDATIONS 
 
The Deputy Principal reported on the above. 
 
Governors were reminded that at the Audit Committee meeting held on 2 July 2012, the Committee was 
informed that there were 8 recommendations still to be implemented with all having future implementation 
dates. 
 
Of those 8 recommendations, 5 are now reported as being implemented and 3 remain, all of which relate to 
IT. 
 
Progress has been made on these outstanding items which are now regarded as being partially complete in 
that draft documents have been produced which are currently going through a review process. 
 
Governors were reminded that any recommendations made by the Internal Auditors are subject to a follow 
up review during a future visit to confirm how they have been implemented. 
 
The Audit Committee noted the update on the implementation of Internal Audit recommendations 
 

8.    INTERNAL AUDIT ANNUAL REPORT  2011/12 
 
The Committee noted the Internal Audit Annual Report for 2011/12 provided by MacIntyre Hudson. 
The Internal Audit for 2011/12  had an input of 158 hours (21 days) and the areas reviewed were: 
 
IAS PLAN AREA Hours Type of Review Number of 

Recommendations 
Corporate Governance 10 Process Compliance - 
Risk Management 15 Process Compliance - 
Key Financial controls 30 Systems Audit 1 Medium 
Student Support – Bursary 
Fund 

15 Systems Audit 2 Medium 
2 Low 

Student Enrolment 25 Systems Audit 1 Low 
Human Resources 20 Systems Audit 1 Medium 
ICT 20 Systems Audit 2 Medium 

2 Low 
Estate Management 20 Systems Audit - 
Follow Up Recommendations 3 Systems Audit 5 B/F 

0 Outstanding 
 
TOTAL 

 
158 

  
11 
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The Internal Audit opinion is: 
 
”I am satisfied that sufficient internal audit work has been undertaken to allow me to draw a reasonable  
conclusion as to the adequacy and effectiveness of the College’s risk management, control and governance  
processes. In my opinion Leyton Sixth Form College has adequate and effective risk management, control 
 and governance processes which should enable the College to manage the achievement of its objectives.” 
 

The Audit Committee was reminded that there are only two opinions; adequate and effective or inadequate  
and ineffective. 
 
The benefit of the Internal Audit Annual Report is that it is an added source of assurance for the Audit 
Committee and the Corporation regarding the College’s control and governance processes. 
 
Members were reminded that the Internal Audit Annual Report is subsequently submitted to the EFA and 
forms part of its desktop review of the College. In addition it also forms part of the Audit Committee’s  
Annual Report to the Corporation. 
 
It was acknowledged that the recently appointed Internal Auditors (RSM Tenon) have reviewed previous 
internal audit strategies and will ensure there will be no duplication and that in addition, they will follow up 
any outstanding recommendations to ensure consistency. 
 
The Audit Committee noted the Internal Audit Annual Report for 2011/12. 
 
08:35 RSM Tenon and Baker Tilly left the meeting 
 

10.    RISK MANAGEMENT – UPDATE AND ANNUAL REPORT  
 
The Deputy Principal Corporate Services reported on the above. 
 
Members were reminded that the College has a detailed Risk Management Policy, a Risk Management 
Action Plan and an abbreviated version which covers the main risks the College faces. This is updated and 
approved each year. 
 
The College Risk Management Group meets during the year to monitor the Significant Risks, the Risk 
Management Action Plan and to consider any new potential risks. 
 
Risk Management is subject to internal audit with the most recent audit indicating no recommendations. 
 
Significant risks continue to be brought to the attention of the Audit Committee and these risks include: 
 
 Student Records system is not reliable 

This is a fundamental area for the College and is to be subject to an internal audit review 
 

 The College is not able to respond to the reduction in public spending 
Whilst the funding position has now been confirmed for 2012/13, the severity of funding cuts is 
unknown for the next 2-3 years ahead and it is more than likely that future funding will be reduced 
 

 The College is not able to respond to the lagged effect of reduced student  numbers 
The lagged effect means that reductions in income in the following year are likely if the enrolment target 
is underachieved. Due to the increase in efforts, particularly through marketing activities,  the college 
comfortably achieved its enrolment target in September 2012 and, therefore, the  likelihood risk has 
been reduced to 1. 
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 The College has an old/inaccurate cyclical and long term maintenance programme 

This has been reviewed by the Premises Team and a new maintenance contract is in place along with 
a draft Estates Strategy. There are logs of planned maintenance cycles. 
The current risk grading is now being reviewed 
 

A Governor asked when the Senior Management Team (SMT) last reviewed these risks. By way of response 
the Deputy Principal informed the Committee that risks are monitored throughout the year and that the Risk  
Management Group includes some members of SMT. 
 
The Committee noted that as risks arise trends may be identified e.g. poor recruitment and that in addition 
to the College’s main Risk Register there may be other more specific registers e.g. regarding the 
collaboration project. 
 
The recent removal of the legal requirement on Sixth Form Colleges to have an Internal Audit Service was 
also another potential risk as the College needs to ensure that there is a process in place to provide assurance 
to the Audit Committee and the Corporation that internal controls are adequate and effective. 
 
A Governor suggested that there may be a need to add an additional column to the Risk Register to indicate 
what mitigation is being put in place in order to move the scoring towards a lower number or zero. 
 
A Governor suggested that staff be asked to identify what they regard as the biggest 3 risks to the College. 
 
It was acknowledged that  the Audit Committee should focus on the key high risks and that the systems 
currently in place appear to be working well. 
 
The College’s Draft Financial Statements require that a declaration is made regarding Risk Management. 
The declaration is based on whether the College was fully compliant or not. The draft Financial Statements 
declaration for 2011/12 is on the basis of full compliance, which is the view of management and supported 
by the Internal Audit opinion. 

 
Members were informed that the Risk Management Policy is reviewed on an annual basis and no changes 
are proposed. 
 
The Audit Committee noted the position regarding Risk Management in the College. 

 
The Audit Committee recommended the Risk Management Policy for approval by the Corporation. 

  
11.    AUDIT COMMITTEE – DRAFT ANNUAL REPORT TO THE CORPORATION   

INCLUDING PERFORMANCE INDICATORS FOR AUDITORS 
 
The Clerk reported on the above. 
 
The Audit Committee is required to provide an annual report to the Corporation on the work of the Audit  
Committee throughout the year. 
 
The Audit Committee agreed the content of this report in that it will: 
• Follow the suggested model from the AoC Guidance on the Audit Code of Practice 
• Include Performance Indicators relating to the Internal and Financial Statements Auditors 
• Include the Audit Committee Terms of Reference 
• Include a list of Governors who have served on the Audit Committee 
• Include the fees charged by the Auditors 
• Include a summary of Internal Audit recommendations and their implementation status 
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The Audit Committee approved the above and completed the Performance Indicators for both sets of auditors 
at the end of the meeting. 
 
The Audit Committee was reminded that the appointment of Financial Statements Auditors for 2012/13 is 
subject to a tender exercise to be conducted in early 2013. 
 

12.    TIMETABLE FOR THE TENDER PROCESS FOR THE APPOINTMENT OF COLLEGE    
AUDITORS 
 
The Audit Committee agreed the following: 
 
 ACTION TIMESCALE 

 
1 Tender documents circulated 

 
Friday 11 January 
2013 

2 Deadline for return of Tenders 
 

Friday 1 February 
2013 

3 Tenders Reviewed and short list drawn up 
 

Week Commencing 
Monday 4 February 
2013 

4 Presentation of short listed candidates to Audit 
Committee  
 

TBA 
(14 or 15 February 
2013)  

5 Audit Committee meeting to agree 
recommendation to Governing Body 
 

Monday 25 
February 2013 
 

6 Confirmation of appointment at Corporation 
meeting  

Monday 25 
February 2013 

 
 
The Clerk and the Deputy Principal are to liaise with the Chair of the Audit Committee regarding the 
tender documents. 
 

13.    FOR INFORMATION ONLY 
 
Sixth Form Colleges Forum/EFA 
 
‘Guidance on the implications following the rationalisation of audit arrangements for Sixth Form Colleges. 
 
It was agreed that a 1 page summary of this guidance be produced for Corporation Members to note. 
 
 
 
 

These minutes have been agreed as a true record. 
 
 

………………………………………………….            …………………………….. 
                           Signed                                                                           Date 
 

Date of next meeting: Monday 25 February 2013 at 8:00 am 
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Minute 
No. 

ISSUE AND ACTION 
2011-12 

Target Date Person 
responsible 

Achievement 
date 

 21. 
(2011/12) 

TIMETABLE FOR APPOINTMENT 
OF AUDITORS 

 
Agree a timescale for tender and interviews 
for Financial Statements Auditors  
 
 

 
 
 
November 
2012 

 
 
 
AL/VB 

 
 
 
Nov 2012 

 
 

 
 
 

 
 

 


