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MINUTES OF THE  
AUDIT COMMITTEE MEETING 
MONDAY 18 NOVEMBER 2013 

 
 

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 
 
                                   Andrew Strickland         - Scrutton Bland: Financial Statements Auditors  

      Mark Smith                     - Scrutton Bland: Financial Statements Auditors 
    
      Angela Mason-Bell        - Baker Tilly (formerly RSM Tenon): Internal Auditors    

                                         
Clerk:                         Val Bartlett 
 

* Denotes apologies for absence 

 

 
1. APPOINTMENT OF CHAIR AND VICE CHAIR OF THE AUDIT COMMITTEE FOR 2013-14 and 2014-15 

 
Under the Audit Committee Terms of Reference the Committee Members were requested to elect a Chair 
and Vice Chair to serve until July 2015. 
 
Steven Crane proposed Gavin Williams as Chair of the Audit Committee and this was seconded by Mehwish 
Ashfaq 
 
Gavin William proposed Steven Crane as Vice Chair and this was seconded by Mark Carroll. 
 
Gavin Williams was, therefore, elected as Chair and Steven Crane as Vice Chair of the Audit Committee for 
2013-14 and 2014-15 and these appointments are to be reported to the Corporation meeting on 2 
December 2013. 
 

2. WELCOME TO NEW COMMITTEE MEMBER – MEHWISH ASHFAQ 
 
The Chair welcomed Mehwish Ashfaq onto the Committee. 
 

3.        DECLARATION OF INTERESTS 
 

None were declared. 
 

4.        APOLOGIES FOR ABSENCE 
 

No apologies had been received 
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5.       MINUTES OF THE MEETING HELD ON 20 MAY 2013 

 
The Minutes were agreed as a true record. 

 

6.    MATTERS ARISING WHICH ARE NOT ALREADY COVERED ON THIS AGENDA 
 
INTERNAL AUDIT SERVICE - CHANGE OF NAME 
The Director of Finance reported that over the summer of 2013, Baker Tilly Ltd took over certain elements 
of RSM Tenon Ltd including the audit services provided to the college.  
 
An official change of name was effected as from 1 October 2013. It was noted that the change in name of 
itself should not affect the level of service which the college currently receives. 
 
In addition it was noted that there is no conflict of interest concerning the VAT advice the college received 
from Baker Tilly in 2012-13. 
   
There were no other matters arising which were not already covered on the agenda. 
 

7.     DRAFT FINANCIAL STATEMENTS AND AUDIT FINDINGS REPORT - 31 JULY 2013 
 
The Director of Finance informed the Committee that the draft Financial Statements have been subject to 
audit by Scrutton Bland and that any 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 2012-13: 

 
                2012 - 13              2011 - 12 

Income £,000 £11,446 £11,762 
Staff Cost % Income 69.7% 64.4% 
   
Surplus £’000 £135 £191 
Surplus % 1.2% 1.6% 
   
Cash Balances £,000 £4,456 £372 
Cash Days 151 12 
Loan and Overdraft £’000 £4,000 £4,700 

 
Income has decreased by  £316,000 overall with the main changes being: 
 
Funding Bodies   
- Recurrent Grant (192,000)  
- Deferred Grant/revenue re project (162,000)  
Reduction of Aim Higher grant   (21,000) 
Reduction in Tuition Fees including UEL    (22,000) 
Partnership Income/Sport England funding 
Other net charges 

  74,000 
     7,000 
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The surplus for 2012-13 is lower than that of 2011-12 as it reflects the impact on income shown above and 
increased staffing costs. However, it was noted that the position going into 2013-14 is more positive with 
funding body income being higher due to the over enrolment of students in September 2012. 
The Balance Sheet is very strong with high cash/investment balances. This partly reflects income received in 
advance of works being undertaken or other project related creditors which will be paid this year. It also 
allows for a review of the bank loan which would result in early redemption penalties if settled in part. 
 
The Financial Statements Auditor then reported on the Audit Findings Report year ended 31 July 2013. It 
was reported that the audit process had gone very smoothly and that Scrutton Bland had received excellent 
support from the Director of Finance and his team. 
 
The Audit Findings Report was then discussed and the Committee noted the following in particular: 
  

   Financial Performance – Income and Expenditure Account 
o The lagged funding system relies on learner figures for the previous year in order to arrive at 

the income level for the present year. As student recruitment was strong in September 2012 
the 2013-14 EFA funding has been set at £11.5m which compares to £10.35m in 2012-13 

o Other Income has increased by £62k to £248k. £64k of this Other Income relates to a 
contribution received towards the Principal’s salary from the Post-16 Partnership. It was 
observed that Principals’ salaries do not usually contribute to the income of college accounts. 

 

    Review of staff costs 
o Staff costs, excluding the FRS17 adjustment, have increased by £273,000 (3.8%) during the year 
o Staff costs as a % of total income (excluding deferred capital grants) have increased to 69.1% 

compared to 64% in 2011-12 
o Staff costs are still running slightly below the benchmark for Sixth Form Colleges of 

approximately 70% 
o The budget for 2013-14 forecasts staff costs as a % of total income to be 70.6% 
o Average staff numbers have increased from 181 to 191, the increase being due to a rise in non-

teaching staff 
 

   Financial Health and Position – Balance Sheet 
o The net assets for 2013 are £35,820k compared to £35,997k in 2012 
o Cash at bank and short term cash based investments have increased by £4,084k. The main 

factor contributing to the improved cash position is the receipt of the SFA debtor at the 2011-
12 year end which totalled £3,535k and related to deferred capital grants 

o The pension scheme deficit has decreased over the year by £166k leaving a pension scheme 
deficit as at 31 July 2013 of £1,668k. This position is not out of line with the reduction in 
pension scheme deficit position amongst the sector 

 

 Audit and Accounting issues identified during the Audit 
o An audit test of the internal employee census was not able to be performed as the census 

returns from the heads of departments could not be located. Management have agreed to 
implement the audit recommendation that these census returns are collated and stored either 
electronically or in their original hard copy format 

o It was noted that during the course of the audit work a member of staff had not had their salary 
adjusted correctly when they returned from maternity leave to work fewer hours and on a 
lower pay scale. This error was identified by the College’s internal controls and the situation 
duly rectified 

 

  ‘Going Concern’ - No issues were noted. 
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08:45 MS joined the meeting 
 

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 
representations required. 
 
A Governor questioned the increase in staff costs and it was acknowledged that the college is only now 
moving close to the sector benchmark yet it is still able to deliver high quality teaching. It was also 
acknowledged that a 1% pay increase for the Sixth Form sector has recently been recommended. The 
Principal reminded the Committee that the recent restructure of the Senior Team will, in due course, also 
have a positive impact on the staffing costs. 
 
It was noted that there is a partial overlap, liaison and review of reports between the Internal Auditors and 
the Financial Statements auditors. 
 
Governors’ attention was then drawn to a contingent liability relating to an appeal by the college against a 
decision from HMRC in relation to the VAT status of one of the new buildings constructed as part of the 
capital project. A tribunal decision is expected by 31 July 2014. It was noted that the college has allowed for 
the VAT payment in the budget and, therefore, if the VAT tribunal finds against the college the net effect on 
the Financial Statements would be nil. 
 
The auditors then informed the Committee that the recent guidance attached to the SFA/EFA Accounts 
Direction for 2012-13 Financial statements indicates that the Statement of Corporate Governance and 
Internal Control, as a minimum,  must now include: 
 

 A summary of Governors’ attendance records  

 Details of how the Board has fulfilled its statutory responsibility 
 
The Committee agreed that the overall % figure for Corporation attendance be included. 
The standard wording provided by the auditors is to be used in relation to the second bullet point 
 
The Chair of the Audit Committee thanked the auditors, the Director of Finance and his team for their 
efforts over the past year. 
 
The Audit Committee agreed to recommend the current draft Financial Statements for 2012-13 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 2 December 2013. 

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

8.     UPDATE ON IMPLEMENTATION OF INTERNAL AUDIT RECOMMENDATIONS 
 
The Director of Finance reported on the above. 
 
Governors were reminded that the Audit Committee does receive regular reports indicating the progress 
made on implementing the recommendations from the Internal Auditors. 
 
The Committee noted those recommendations which are now considered to be fully implemented. 
 
Of those recommendations not yet implemented the current position of each was duly noted. 



UNCONFIRMED MINUTES 

 

Vb/Mydocs/Audit/2013-14/18.11.13/Mins 

 

5 
 

In answer to a Governor’s question, the Internal Auditors reported that they always test to ensure the 
‘High’ and ‘Medium’ risk recommendations have been implemented but may rely on management 
assurance regarding those considered to be ‘Low’ risk. 
 
The following was noted in respect of those recommendations which have not yet been fully implemented: 
 

 Staff remission levels – A ‘Low’ recommendation that these remission levels need to be formally 
reviewed each year. The current position is that remission levels are being collated and will be 
reviewed by SLT in December 2013 

 Sports Lettings – A ‘Low’ recommendation to produce a Sports Lettings Policy. The current position is 
that examples of this type of policy are being sought 

 Sports Usage/Participation – A ‘Medium’ recommendation that a ‘Performance and Activity Report’ be 
produced. The current position is that a periodic report will be produced with the level of detail to be 
determined 

 Information Systems Security – A ‘High‘recommendation that a plan for patching the current server 
vulnerabilities across the operating system be established. The current position is that this is underway 
as part of an infrastructure upgrade. 

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

9.     INTERNAL AUDIT ANNUAL REPORT  2012-13 
 
The Committee noted the Internal Audit Annual Report for 2012-13 provided by Baker Tilly (formerly RSM 
Tenon). 
 
The Internal Audit for 2012-13 had an input of 25 days covering 7 areas which were in agreement with the 
Audit Plan.  The areas reviewed were: 
 

AREA REVIEWED Type of Review Number of 
Recommendations 

Now  
implemented 

  HIGH MEDIUM LOW  

 
Board Assurance Framework 

 
Advisory 

 
- 

 
- 

 
- 

 
N/A 

 
Learner Number Systems 

 
Amber/Red 

 
- 

 
4 

 
6 

 
10 

 
Key Financial controls 

 
Green 

 
- 

 
- 

 
3 

 
2 

Department Review – 
Sports Usage/participation 

 
Green 

 
- 

 
1 

 
1 

 
0 

 
Staff Utilisation 

 
Advisory 

 
- 

 
1 

 
1 

 
N/A 

 

 
IT Security 

 
Amber/Red 

 
1 

 
6 

 
2 

 
8 

 
Follow Up 
Recommendations 
From 2011/12 

 
Good Progress 

    
All 

 
TOTAL 

  
1 

 
12 

 
13 

 
20 
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It was noted that the following Internal Audit opinion is to be added to the draft report before being 
presented to the Corporation: 
 
”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 internal audit services to the college are designed to conform with the Public 
Sector Internal Audit Standards which came into effect as from 1 April 2013. 
 
The Audit Committee noted the Internal Audit Annual Report for 2012-13. 
 

10.     RISK MANAGEMENT – UPDATE AND ANNUAL REPORT 2012-13 
 
The Director of Finance reported on the above. 
 
It was noted that the responsibilities of the Corporation in terms of risk management may be summarised 
as: 
 
- An acknowledgement of responsibility for the system of internal controls 
- An assessment that an ongoing process is in place for identifying, evaluating and managing significant 

risks 
- An annual process is in place for reviewing the effectiveness of the system of internal controls 
- Determination that a process is in place to deal with internal control aspects of any significant issues 

which need to be disclosed in the Annual Report and Financial Statements, which fall under the terms 
of the Turnbull Committee 

 
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 the Risk Register was 
also reviewed as part of the Board Assurance Framework meeting in June 2013. 
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Governors were informed that the current Risk Register is to be adjusted to ensure it links more closely to 
the Strategic Plan objectives going forward into 2013/14. In addition, the aim is also to redesign the register 
to make its more user friendly including a “traffic light” approach to the risks. 
 
Governors were informed that the Risk Management Policy is reviewed on an annual basis and that the 
only proposed changes are considered to be of a minor nature in that they refer to name /title changes i.e. 
SMT to become SLT. 
 
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 2012-/13 is on the basis of full compliance, which is the view of management and supported 
by the Internal Audit opinion. 

 
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.     DRAFT – ANNUAL REPORT OF THE AUDIT COMMITTEE 2012-13 
 
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 for 2012-13 

 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 
 
The Audit Committee approved the above format and agreed to complete the Performance Indicators for 
both sets of auditors at the end of the meeting. 
 

12.     CODE OF GOVERNANCE – AUDIT AND ACCOUNTABILITY ANNEX 
 
The Clerk reported on the above. 
 
At its meeting held on 4 December 2012 the Corporation adopted the English Colleges’ Foundation Code of 
Governance. Subsequent to this Code an Audit and Accountability Annex has now been published by the 
AoC. 
Governors were informed that this Annex is an optional, but AoC believes integral, part of the Foundation 
Code of Governance. The Annex is only available to those colleges which have formally decided to adopt 
the Foundation Code of Governance. This Annex provides an alternative for those colleges that have 
formally adopted the Foundation Code of Governance and the Audit and Accountability Annex, to comply 
with the Financial Reporting Council’s UK Corporate Governance Code.  
Governors were informed that a college must either comply with the Foundation Code of Governance and 
its Audit and Accountability Annex, or comply with the Financial Reporting Council’s UK Corporate 
Governance Code (in so far as that code applies to the college sector). 
 
The Audit Committee agreed that at this point in time the Audit and Accountability Annex should not be 
recommended for adoption as it does not add any value to the existing arrangements. 



UNCONFIRMED MINUTES 

 

Vb/Mydocs/Audit/2013-14/18.11.13/Mins 

 

8 
 

13.     AUDIT COMMITTEE TERMS OF REFERENCE  2013-14 
 
The Clerk reported on the above. 
 
It was noted that the core role of an Audit Committee in a college is to: 
 

‘Advise the governing body on the adequacy and effectiveness of the college’s systems of internal 
control and its arrangements for risk management, control and governance processes….’ 
 

Following the Education Act 2011, the new freedoms and flexibilities and the recently issued Joint Audit 
Code of Practice (JACoP) it was acknowledged that the Corporation will be looking to the Audit Committee 
to advise them on what the college should do, as opposed to what it has to do. 
 
It was, therefore, recommended that the current role of the Audit Committee is extended to include 
advising the Corporation on what assurance framework to have in place, and from whence the assurances 
over the effective operation of the systems of control will come. It was also recommended that a review of 
the assurance framework - design and effectiveness - is part of the annual cycle of business of the Audit 
Committee, ideally in the spring term, to inform planning for the following academic/ financial year. 
 
As had previously been reported it is no longer mandatory for Sixth Form Colleges to appoint Internal 
Auditors as from July 2012 and that it is now for each College Corporation (under the advice of its Audit 
Committee) to determine for itself how best to fulfil its obligations to secure the proper, economic, 
efficient and effective use of its resources. This will, in effect, provide greater freedom in respect of how 
Audit Committees direct and use an Internal Audit function. 

 
In addition, Governors were informed that the JACoP also states that the Audit Committee should include 
individuals with an appropriate mix of skills and experience to allow it to discharge its duties effectively. 
Collectively, Members of the Committee should have recent, relevant experience in Risk Management, 
finance and audit and assurance 
 
The amended Terms of Reference for the Audit Committee for 2013-14 were duly noted and it was agreed 
that they be presented to the Corporation at its meeting to be held on 2 December 2013 for approval and 
immediate application. 
 

9:40am AS, MS AM-B left the meeting 
 

14.     REVIEW OF THE PERFORMANCE OF THE AUDITORS  2012/13 
 
The Audit Committee discussed the performance of Scrutton Bland and Baker Tilly (formerly RSM Tenon). 
 
The Audit Committee agreed to recommend to the Corporation the re-appointment of Scrutton Bland 
(Financial Statements Auditors) and Baker Tilly (Internal Auditors) for 2013/14. 
 
 

These minutes have been agreed as a true record. 
 
 

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

Date of next meeting: Monday 24 February 2014 at 8:30 am 
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Minute 
No. 

ISSUE AND ACTION 

2013-14 

Target 
Date 

Person 
responsible 

Achievement 
date 

 1. 
 

COMMITTEE CHAIR AND VICE CHAIR 
 
Gavin Williams was elected as Chair and Steven 
Crane as Vice Chair of the Audit Committee for 
2013-14 and 2014-15 and these appointments 
are to be reported to the Corporation meeting on 
2 December 2013. 

 
 
2 
December 
2013 

 
 
GW 

 
 
2 December 
2013 

 7.  
 

FINANCIAL STATEMENTS 2012/13 
 
The Audit Committee agreed to recommend the 
current draft Financial Statements for 2012/13 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 2 December 2013. 

 
 
2 
December 
2013 

 
 
GW 

 
 
2 December 
2013 
 
 

 10.  RISK MANAGEMENT POLICY 
 
The Audit Committee recommended the Risk 
Management Policy for approval by the 
Corporation. 

 
 
2 
December 
2013 

 
 
AL 

 
 
2 December 
2013 

 13. COMMITTEE TERMS OF REFERENCE – 2013/14 
 
The amended Terms of Reference for the Audit 
Committee for 2013/14 were duly noted and it 
was agreed that they be presented to the 
Corporation at its meeting to be held on 2 
December 2013 for approval and immediate 
application. 

 
 
2 
December 
2013 

 
 
GW 

 
 
2 December 
2013 

 13.  COMMITTEE TERMS OF REFERENCE 
 
A review of the assurance framework - design 
and effectiveness - is part of the annual cycle of 
business of the Audit Committee, ideally in the 
spring term, to inform planning for the following 
academic/ financial year. 

 
 
19 May 
2014 

 
 
Audit 
Committee 

 

 15. 1 14. RE-APPOINTMENT OF AUDITORS 
 
The Audit Committee agreed to recommend to 
the Corporation the re-appointment of Scrutton 
Bland (Financial Statements Auditors) and Baker 
Tilly (Internal Auditors) for 2013/14. 

2 
December 
2013 

 
GW 

 
2 December 
2013 

 
 


