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MINUTES OF THE  
AUDIT COMMITTEE MEETING 

MONDAY 16 JUNE 2014 
 
 

Membership:           Mehwish Ashfaq*, Mark Carroll, Steven Crane (Vice Chair), Veronica Lewis*, 
                                   Gavin Williams *(Chair)  

 
In Attendance:        Kevin Watson (KW)       - Principal 
                                   Alan Leak (AL)                - Director of Finance 
 
                                   Angela Mason-Bell        - Baker Tilly (Internal Auditors) 

      Andrew Strickland         - Scrutton Bland (Financial Statements auditors) 
      Mark Smith                     - Scrutton Bland (Financial Statements auditors) 
 

                                         
Clerk:                         Val Bartlett 
 

* Denotes apologies for absence 

 

Due to the absence of the Chair, Steven Crane (Audit Committee Vice Chair) chaired this meeting. 
 
22.     DECLARATION OF INTERESTS 

 
None were declared. 
 

23.     APOLOGIES FOR ABSENCE 
 

Apologies had been received and accepted from: 
 
Mehwish Ashfaq – work conference 
Veronica Lewis – family commitment 
Gavin Williams – family commitment 
 

24.     MINUTES OF THE MEETING HELD ON 24 APRIL 2014 
 

The Minutes were agreed as a true record. 
 

25.    MATTERS ARISING WHICH ARE NOT ALREADY COVERED ON THIS AGENDA 
 
There were no matters arising. 
 

26.     INTERNAL AUDIT FINDINGS REPORT 2013/14 
 
The Committee was asked to receive and consider the Internal Audit Findings Report resulting from the 
audit visit in February 2014. 
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The Committee was reminded that, due to the lateness of the issuing of this report by the Internal Auditors, 
there had been little opportunity for management to formulate responses and to provide additional 
evidence to help clarify some of the points made in this draft report. Responses have now been collected 
and the final version of the Audit Findings Report, which now includes these responses had been duly 
circulated to all Members along with the other papers for this meeting. 
 
The Committee was reminded that an internal audit review had been undertaken of the following areas: 
 
- Strategic Planning 
- Quality  Assurance 
- Safeguarding 
- Key Financial Controls 
- Follow up of previous recommendations  
 
It was noted that the purpose of each review is to give independent assurance to management and the 
Audit Committee on whether the risk management and internal control arrangements in place to help the 
achievement of the systems’ objectives are effectively and efficiently designed and/or operated. 
 
The following was then discussed in particular: 
Quality Assurance 
The objective of this audit was to review that the teaching quality is high. 
 
The report concluded that, taking account of the issues identified, the Board can take reasonable assurance 
(amber) that the controls upon which the organisation relies to manage this risk are suitably designed, 
consistently applied and effective. However, the audit identified issues that, if not addressed, increase the 
likelihood of risk materialising in this area. 
 
There was 1 ‘Medium’ recommendation raised. This related to the introduction of further challenge to the 
lesson observation processes currently undertaken by Programme Managers and the observation team 
within the college. It was recommended that verification be sought from an external source to ensure all 
teaching members of staff are independently assessed against the Ofsted framework for teaching and 
learning observations. 
 
The Committee noted the management response in that the college’s arrangements for lesson 
observations and its judgements on the quality of teaching and learning have been validated, without 
question, by successive Ofsted inspections (2010 and 2013). There are no plans to change this established 
college ethos in regard to monitoring teaching and learning, but the college is always seeking ways to 
refresh and re-energise the process. One development being considered is joint observations with 
observers from other institutions from within the Post-16 Partnership. The Principal stressed that the 
processes established within the college are very good and that there was every confidence in the systems 
currently in place. By way of response Baker Tilly indicated to the Committee that whilst they accepted the 
college’s comments, they still stand by their recommendation as, within the sector, some colleges have 
been ‘caught out’ by Ofsted who have not agreed with their judgements on teaching and learning and’ 
therefore’ an external source may offer more rigour and provide challenge in different ways. 
 
There was 1 ‘Low’ recommendation in that the Quality Assurance Policy should be updated to reflect the 
new management structure including roles and responsibilities, the monitoring and review processes and 
the performance reporting framework. It was noted that the management response indicated that this 
recommendation is to be completed by 31 July 2014. The Committee acknowledged the Management’s 
response and this recommendation will not be followed up as part of next year’s internal audit. 
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Strategic Planning 
The objective of this audit was to ensure that the corporate/strategic arrangements are appropriate to 
ensure the College identifies and achieves its strategic objectives. 
 
The report concluded that, taking account of the issues identified, the Board can take substantial assurance 
(green) that the controls upon which the organisation relies to manage this risk are suitably designed, 
consistently applied and effective. 
 
There were no recommendations made. 
 
Safeguarding 
The objective of this audit was to review that the college provides a safe environment for learners through 
ensuring that safeguarding related legislation, local policies and procedures are complied with. 
The report concluded that, taking account of the issues identified, the Board can take reasonable assurance 
(amber) that the controls upon which the organisation relies to manage this risk are suitably designed, 
consistently applied and effective. 
 
There was one ‘High’ recommendation raised: 
- Insufficient evidence to show that all staff members have been DBS cleared 
 
There were 3 ‘Medium’ recommendations raised: 
- Some staff and Governors have not received safeguarding training 
- Evidence is not held to confirm if new starters have attended an induction which includes a 

safeguarding element 
- Risk assessment forms are currently not used to help make decisions on the approach taken with new 

employees who have yet to receive their DBS clearance 
 
The Committee noted the recommendations, management responses and associated action dates. 
 
Key Financial Controls 
The objective of this audit was to review the operation of Key Financial Controls and that they are 
operating efficiently/effectively/and there are controlled financial systems in place. 
 
The report concluded that, taking account of the issues identified, the Board can take substantial assurance 
(green) that the controls upon which the organisation relies to manage this risk are suitably designed, 
consistently applied and effective. 
 
There were 2 ‘Medium’ recommendations raised: 
- Payroll: all starter, leaver and amendment forms should be signed as authorised by a senior member 

of Human Resources 
- Periodic existence checks should be conducted on selected fixed assets to determine verification of all  

assets on a cyclical basis 
 
There were 2 ‘Low’ recommendations raised: 
- A copy of all manual cheque authorisations to be retained on file in the Finance Department 
- Debt chasing policy to be implemented 
 
The Committee noted the recommendations, management responses and associated action dates. 
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Follow-Up of previous recommendations 
A review had been undertaken of the actions taken to implement previous recommendations made during 
2011/12 by the former internal audit service provider and other assurance providers.  
 
The 14 recommendations from the following internal audit reports were followed up: 
 
- Staff Utilisation 
- Key Financial Controls 
- Departmental Review – Sports Lettings 
- Information Technology (IT) Security 
 
The Committee noted that good progress has been made in implementing these 14 recommendations and 
that there are now only 2 to be fully implemented (Minute 27 refers).  
 
The 10 recommendations made in the 2012/13 Learner Number Systems audit have now been reviewed by 
the Internal Audit service. The committee was informed that good progress has been made by the college 
and that all of the recommendations have now been fully implemented. 
 
The Audit Committee noted the Internal Audit Findings Report for 2013/14. 
 

27.     UPDATE ON IMPLEMENTATION OF INTERNAL AUDIT RECOMMENDATIONS 
 
Governors were reminded that the Audit Committee does receive regular reports indicating the progress 
made on implementing the recommendations from the Internal Auditors. 
 
Of the 2 recommendations not yet implemented (see below) the current position of each was duly noted as 
per Appendix 2 of the report: 
 

 Sports Lettings – A ‘Low’ recommendation to produce a Sports Lettings Policy. The current position is 
that this will be in place by the end of the summer 2014is in progress 

 Sports Usage/Participation – A ‘Medium’ recommendation that a ‘Performance and Activity Report’ be 
produced. The current position is that periodic reports are now being produced for the SLT. 

 
The Audit Committee noted the update on the implementation of Internal Audit recommendations 
 

28.     FINANCIAL STATEMENTS 2013/14 – AUDIT PLANNING LETTER 
 
The Financial Statements auditors reported on the above. 
The Audit Planning Letter set out the approach to be taken during this audit including what are regarded as 
being the major issues. The audit will be of the college’s Financial Statements for 2013/14, a Regularity 
Audit and confirmation of the contributions return in respect of Teachers’ Pensions. 
 
Governors were informed that representatives from Scrutton Bland had met with the Director of Finance in 
order to agree the timetable for the audit and to discuss the college’s activities during the year and the 
impact of these on the college’s Financial Statements. 
 

Attention was drawn to the budget which forecast a full year surplus of £251k consisting of £246k 
operating surplus and £5k transferred from the revaluation reserve. This is against a budgeted surplus of 
£217k consisting of £212k operating surplus and £5k transferred from reserve. It was highlighted that the 
budget included an amount for contingent costs of £300k. In May 2014 £180k of this contingency was used 
to fund a penalty cost linked to the partial early settlement of the bank loan. 
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In answer to the auditors query, the Director of Finance confirmed that there had been only a very slight 
reduction in the surplus since the February 2014 Management Accounts were prepared. 
 
Governors were then informed of some of the main changes to the 2013/14 Accounts Direction Handbook 
for F.E. Colleges including: 
- Colleges must now make a Public Benefit Statement 
- Disclosure of attendance by Governors at  Corporation meetings is now mandatory 
- The Annual Report and Accounts must now be published on the College’s website 

 

The Audit Committee noted the following in particular: 
 Key Audit Areas 

o Salary Costs – These represent the most significant cost incurred by the college and tests will 
be carried out to ensure they are subject to the appropriate level of controls and authorisation.  

 
o  Going Concern – With the well-publicised cuts in Government funding to the Education Sector 

increased emphasis will be placed on the review of the work that the Corporation has carried 
out in order for them to make the going concern statement. As part of the audit of going 
concern there will be a review of the bank loan agreement and consideration of the impact of 
any breach of the bank covenants. 

 
o Pension Costs – Local Government Pension Scheme FRS 17 - Local Government Pension 

Scheme liability. The actuarial valuation will be reviewed to ensure that this is appropriately 
reflected in the college’s Financial Statements. 

 Emerging Issues 
Governors were informed that for the year ending 31 Jul 2016 there will be a revised set of U.K. 
Reporting Standards (UKGAAP) and that the most significant change to impact on colleges will be 
around the accrual of holiday pay where holiday due to staff has not been taken at the year end. 

 

It was noted that the audit field work is to commence on 13 October 2014 and the audit findings will be 
presented to the Audit Committee at its meeting to be held on 24 November 2014 i.e. in advance of the 8 
December Corporation meeting. The consistency of the members of the audit team was recognised. 
 
 Fees 

These have been proposed as £14,480 excluding VAT 
 

The Audit Committee noted the Audit Planning Letter for the Financial Statements year ended 31 July 2014. 
 

29.     RISK MANAGEMENT – UPDATE  
 
The Director of Finance reported on the above. 
The Committee was informed that the Risk Management Group has met and reviewed the detailed update 
of the Risk Register. 
 
The Risk Management Group had concurred that there was only one significant risk which was identified at 
this stage and that it related to funding reductions. The Group had considered all other risks as being 
controlled and monitored sufficiently. 
The Committee then discussed the areas of concern regarding funding reductions and acknowledged that 
this was a significant risk for both the sector and the college. 
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The Committee was informed that the current number of applications and offers are as good as this time 
last year, however, there is also to be a stronger focus on monitoring students during the initial 6 weeks of 
the year in order to try to reduce any fall out, ensure students are on the right programme and to identify 
any issues at an early stage. 
 
The Committee was reminded that in order to meet the new funding requirements the college now needs 
to ensure students are enrolled on a full study programme, including English and maths where required.  It 
was highlighted by the Principal that some colleges may return to only offering 3 AS level programmes in 
order to save money and improve performance as funding is now per an overall programme and not per 
qualification. 
 
Governors were informed that the recent funding reduction for 18 year old students has led to a review as 
part of the overall curriculum planning offer and the budget setting process in the college. The SLT and 
Director of Finance continue to discuss the management of this funding reduction. 
 
The Audit Committee noted the position regarding Risk Management in the College. 

    
30.     BOARD ASSURANCE – INITIAL PROPOSALS FOR 2014/15 

 
The Director of Finance reminded the Committee that there is now no requirement for colleges to engage 
an Internal Audit Service. 
 
Governors were reminded that under the Joint Audit Code of Practice (JACOP) the duties of the Audit 
Committee must be to assess and provide the Corporation with an opinion on the adequacy and 
effectiveness of the college’s audit arrangements, framework of governance, risk management and control 
processes for securing economy, efficiency and effectiveness. It was acknowledged that these assurances 
may be gathered from: 
- Internal audits 
- Management assurances/information,  
- Risk Register 
- Strategic Plan 
- External agencies e.g. Ofsted, IiP, sector thematic reviews 
The Internal Audit Plan for 2014/15 is to be drawn up in the light of the identification of areas which 
require review and also as a result of relevant external factors. An initial scoping paper is to be considered 
by the SLT with a view to then informing the draft Audit Plan for 2014/15. 
 

31.     PROPOSED AUDIT COMMITTEE MEETING DATES – 2014/15 
 
Subject to confirmation by the Corporation of its meeting dates for 2014/15 the following Audit Committee 
dates for 2014/15 were agreed: 
 
 Monday 24 November 2014 at 17:00 
 Monday 2 March 2015 at 17:00 
 Monday 1 June 2015 at 17:00 
 

These minutes have been agreed as a true record. 
 

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

Date of next meeting: Monday 24 November 2014 at 5:00pm 


