Preston College – Audit Committee 
14 February 2008.

Minutes



AUDIT COMMITTEE

MINUTES of a meeting of the Audit Committee held on Thursday 22 May 2008 at 6.00 pm.

Present:


Mrs C Wilson



Chair





Mr D S Connolly





Mr H Rose

Unable to be present:
Mr S A Patal




Cllr T Thompson





Mrs J Hughes


Deputy Principal

Also in attendance:

Mrs S Woolford


Finance Director





Mr F Lee



Clerk





Mrs S Harris



Baker Tilly

08/09
DECLARATION OF INTEREST


There were no declarations of interest made at this meeting.

08/10
MINUTES

The Minutes of the meeting held on 14 February 2008 were accepted as a true record and were signed by the Chair.

08/11
INTERNAL AUDIT REPORTS

Mrs S Harris, Baker Tilly presented six reports in respect of internal audit of College matters set out below.

a) Fixed Assets

The objective of the review was to perform a systems-based audit of the College’s fixed asset procedures, specifically to provide assurance to management that the following system objectives were achieved:

· Fixed assets were accurately recorded

· Security over fixed assets was maintained

and that the following control objectives were being achieved:

· Assets recorded on the fixed asset register exist

· College assets were secure

· That capital expenditure was appropriately authorised

· That capital expenditure was correctly recorded

· Management Information was accurate and timely.

The review highlighted four control weaknesses which required attention; two at medium risk and two at low risk.

The Committee studied the review findings and noted that the Auditors were of the opinion that the controls in place as currently operated provided satisfactory assurance that risks material to the achievement of the College’s objectives were adequately and effectively managed.

DECISION
that the report be received and the recommendations and action plan contained therein be approved.

b) Examination Fees

The objective of the review had been to perform an assessment of the College’s system for tuition and examination fees against best practice, specifically to provide assurance that the following system objective was achieved:

· Fees were charged and collected accurately and completely.

and that the following control objectives were being achieved:

· There was an adequate control framework in place

· Amounts due were calculated correctly, collected in full and were credited to the appropriate income account

· Management information regarding tuition and exam fees was timely and adequate.
The review highlighted two control weaknesses which required attention; one at medium risk and one at low risk.

The Committee studied the review findings and noted that the Auditors were of the opinion that the controls in place as currently operated provided satisfactory assurance that risks material to the achievement of the College’s objectives relating to the fees system were adequately and effectively managed.

DECISION
that the report be received and the recommendations and action plan contained therein be approved.

c) Accounts Receivable

The objective of the review was to provide assurance to management that the following system objective is achieved:

· All income due to the College was received

and that the following control objectives are achieved:

· There was an adequate control framework in place

· Income receivable is appropriately monitored and supported by documentation

· Income identified as due was received on a timely basis and recorded correctly

· All payments received were accurately recorded

· Management information regarding other income and debtors was timely and adequate.
The review highlighted seven control weaknesses which required attention; five at medium risk and two at low risk.

At the time of the review the debtors ledger showed approximately £1.5m outstanding of which over £0.5m was greater than 120 days overdue.  Although the College’s policy was to provide for all debts greater than 90 days overdue the substantial size of that balance indicated a weakness with credit control.  The Auditors opinion was that the majority of the internal controls in the system were adequate to ensure that activities and procedures were operating to achieve the College’s objectives for the system, with some exceptions.  The testing had shown some weaknesses in the operation of those controls and there were some risks to the performance of the system, however, opportunities for improvement in the performance of the system had been identified.

The Committee studied the review findings and noted that the Auditors assessment reported that the controls in place, as currently operated, provide satisfactory assurance that risks material to the achievement of the College’s objectives were adequately and effectively managed with the exception of credit control where only limited assurance had been obtained.

DECISION
that the report be received and the recommendations and action plan contained therein be approved.

d) Contractual Arrangements – School Links

The objective of the review was to perform a systems-based audit of the College’s arrangements for contracting with schools, specifically to provide assurance to management that the following system objective was being achieved:

· College procedures over the contractual arrangements with schools were appropriate, adequate and effective to ensure that charges were adequate and all income was properly collected.

and that the following control objectives were being achieved:

· There was an adequate control framework in place

· Planned activity was in accordance with the overall strategic objectives of the college and approved by the Corporation and the LSC

· Appropriate signed contracts were in place for each provider

· Contracts were properly costed to ensure that all costs (direct and indirect) were covered and that the provision made an appropriate contribution to College overheads

· Adequate monitoring was performed on the provision including quality checks

· All appropriate learner documentation existed and was received in a timely manner

· Amounts payable under the contractual arrangements were appropriately monitored, collected and supported by appropriate documentation.
The review highlighted eight control weaknesses which required attention; five at high risk, two at medium risk and one at low risk.

The Committee studied the review findings and noted that the Auditors had highlighted that there were significant risks to the performance of the system.   A number of key controls, to ensure that activities and procedures were operating to achieve the College’s objectives for the system, were currently absent whilst opportunities to improve the performance of the system had been identified.  Based on that assessment the Auditors were of the view that the controls in place, as currently operated, provide limited assurance that risks material to the achievement of those control objectives were adequately and effectively managed.

DECISION
that the report be received and the recommendations and action plan contained therein be approved.

e) Follow up on previous Recommendations of 2006/07

The Auditors had carried out a follow-up review of the recommendations made in their reports issued during 2006-07 and gave an assessment of the extent of implementation.

Results confirmed that the College had implemented or partially implemented a large proportion of those recommendations.  However, eight recommendations had not yet been implemented, four of which were of medium risk with four being low risk. The further action required was set out in the action plan

DECISION
that the report be received and the recommendations and action plan contained therein be approved.

f) Work Based Learning – Review of LSC PFA Reports

The Auditors submitted a report of their review of the findings of the LSC PFA reviews carried out in 2004/05 and 2006/07 on the College’s WBL and had considered the scope and findings of their internal audit reviews covering the same period. 

Control weaknesses that had been identified by the PFA team in each year were listed and the Auditors had documented the testing that they had carried out and reported their own findings in each area.

The main issue raised by the LSC PFA team in October 2007 related to the timing of framework completion payments.  

The Auditors had not been made aware of the existence of the PFA reports for either December 2005 or October 2007 until November 2007.  Had they been aware of those reports at the time of their reviews, that would have indicated increased risk and the findings would have informed their assessment of the level of audit testing required and the focus of that testing.

At the time of their reviews they were only aware of the PFA review carried out in 2003/04, which was unqualified and contained only 2 minor control weaknesses which they had followed up in 2005/06.  The Auditors drew attention to the fact that the value of the actual errors identified by the PFA team (not related to framework completion dates) amounted to £3,054 and £1,983 in 2007 and 2005 respectively.

The Committee was aware that the College now understood the control systems which were lacking at that time and which had resulted in a clawback of funding.

DECISION
that the matter be noted.

08/12
EXTERNAL FUNDING AUDIT


ESF project 088

The North West Regional Audit Team of the LSC had carried out detailed testing on the payments made to the College during the periods January 2004 – August 2006.   As a result of that work they had concluded that the College had not met all or some of the contractual conditions attached to the monies received from the LSC.  They had calculated actual payment errors in periods January 2004 – August 2006 of £2,945.32 and adjustments had been made by the Provider to recover the funding.

DECISION
that the matter be noted.

08/13
AUDIT REGISTER

A copy of the Audit Register was submitted to the meeting which summarised all current items, those outstanding and also those completed since the last meeting.

The current status was:

	
	Current Status
	February 2008 

	Outstanding
	5
	12

	Partially Complete
	13
	4

	New and not yet due
	18
	32

	Completed since last review
	70
	14


The Committee was of the view that the College needed to review its approach to risk registers and consider whether all capital projects (223) should have a separate register.  In respect of item 172 (Governor training in Risk Management) the Committee was of the view that that matter should be addressed by way of the Deputy Principal providing an overview of the elements of risk management at the next meeting.


DECISION


a)
that the report be noted;

b) that a further report be made to the next meeting in respect of separate risk registers for all capital projects.

(Mrs S Harris left the meeting at this point)

08/14
RISK MANAGEMENT PLAN

Since the last Audit Committee many actions had taken place to improve the College’s position in relation to Risk Management and those included:

· Training for all 9 members of the Senior Management and 23 members of the Curriculum Quality Group

· One Faculty Director had attended a bespoke external event providing Risk Management training within educational settings

· All Curriculum Academy Business Plans had been risk assessed

· All red and amber risks had been revisited by the ‘owner’ and plans for controls and actions updated.

· 15 of the 27 red and amber risks had reduced in impact, 6 of which were now in the low risk category.  No risks have increased in residual scoring.  

The next stage of the Risk Management Plan was to revisit the blue and green risks to update controls and actions and re-appraise the residual risks. 

The Committee noted the movements in the Plan and requested that a report be made to the next meeting explaining the movements into and out of, the red zone.

DECISION
that the report be noted.

08/15
FINANCIAL REGULATIONS REVIEW

The Financial Regulations were last reviewed in May 2007 and were therefore presented for annual review.  The proposed changes were all contained within the Appendices and were as follows:

· Appendix A, Finance Committee Terms of Reference – to incorporate the most recent version approved by Governors on 3 April 2008

· Appendix B, Audit Committee Terms of Reference – to incorporate the most recent version approved by Governors on 3 April 2008

· Appendix J, Summary of Financial Limits – Introduction of new requirement to refer to Director of Finance where cumulative spend with one supplier exceeds £25,000 in a financial year and to consider whether the area of spend should be subject to a tender

· Appendix K, Bank and Payroll Authorisations – Addition of new post of Financial Services Manager

· Appendix L, Value for Money - New Appendix containing a proposed Value for Money Policy

The Committee raised a number of questions and made suggested changes to the Regulations which would be amended accordingly and submitted to the Board at its meeting on 10 July 2008 for formal ratification.

DECISION
that the Financial Regulation, as amended, be submitted to the Board for approval.

08/16
PROCUREMENT OF AUDIT SERVICES

a) Internal Audit

In accordance with the agreed restricted tender process seven firms had tendered for the Internal Audit Contract.  The Director of Finance reported that the process had been handled by the College’s Procurement Officer and that four firms had been shortlisted and had been interviewed.  The Interview Panel had made a recommendation which was reported to the meeting.

The Committee supported the recommendation of the Panel.


RECOMMENDATION

That Grant Thornton be appointed the College’s Internal Auditor.

b)
External Audit

The Crescent Purchasing Consortium framework had now been published; however, there were only four firms on the list indicating that they wished to tender for External Audit Service contracts in the North West. 

The Director of Finance reported that the list provided too narrow a field to choose from to guarantee a high quality service at a competitive price.  The decision had therefore been taken to undertake a full European tender for the External Audit Service.  The process would take about three months and the Panel would be in a position to recommend an appointment for consideration by the Committee at the September meeting.

DECISION
that the progress towards the appointment of an External Auditor be noted.

08/17
FREEDOM OF INFORMATION POLICY

The College had responded to its obligations under the Freedom of Information Act in designating a Freedom of Information Officer and developing a publication scheme but was required to formally adopt a Freedom of Information Policy.  A proposed policy was presented to the meeting and amendments were agreed.

RECOMMENDATION


That the Freedom of Information Policy as set out in Appendix 1 to these Minutes be approved.

08/18
WORK BASED LEARNING – PFA REPORT

In September 2007, The Provider Financial Assurance Report team from the Learning and Skills Council undertook a review of Work Based Learning at the College.  The outcome of that review had already been discussed at length by the Audit Committee, however, the final report which was submitted to the meeting had only now been received by the College.

The report contains two action plans: 

· Annex A, which detailed specific funding errors that were identified and which contributed to the reduction in 2006/07 funding, and

· Annex B, which identified generic control issues and recommended actions. (Those had been incorporated into the Audit Register).
The Chair referred to subsequent meetings which had been held with the Internal Auditors and submitted a report together with notes of a meeting held on 22 April 2008 together with the responses from the Internal Auditors.  The Committee considered that report and the recommendations contained therein.

DECISION
a) that the College ensure that sufficient weight was given to the process of Scoping internal audit assignments, by both the Internal Auditor and the College;

b) that the Scope be reviewed and agreed by the Auditor, the Manager responsible for the audit area, and the Finance Director;

c) that the College management centrally log all audits undertaken in the College and ensure that copies of all audit reports be provided to the Senior Management Team and the Finance Director.

08/19
TERMS OF REFERENCE

The Clerk reported a meeting with the Internal Auditor when attention had been drawn to the ability of the Committee to exclude senior management during discussion with the Internal Auditors of problems and reservations arising from internal audit reports.  The Clerk had confirmed that that matter was addressed in the Terms of Reference of the Committee (No.14) which were presented to the Committee at each meeting and as such Governors were aware of that provision.

DECISION
that the inclusion of the Terms of Reference of the Committee with each agenda was sufficient to enable Governors to be aware of their powers.

(the meeting finished at 8.15 pm)

DATE OF NEXT MEETING:
4 SEPTEMBER 2008
Appendix 1

FREEDOM OF INFORMATION POLICY

Introduction

1
The Freedom of Information Act 2000 (“the Act”) imposes a number of obligations on public authorities, which for these purposes includes the College, and provides the public with wide rights of access to the College’s records. In essence, members of the public have a statutory right:

a
From 29 February 2004, to obtain (either from the College’s website or in some other form) all the information covered by the College’s Publication Scheme.

b
From 1 January 2005, to request (with some minor limitations) any information held by the College, regardless of when it was created, by whom, or the form in which it is now recorded.

2
This Policy, and its associated Codes of Practice, set out how the College will meet its obligations under the Act. The Corporation Board has overall responsibility for the Policy and for ensuring that it is complied with. The Board has delegated to the Principal responsibility for the associated Codes of Practice and for ensuring that they are implemented across the College and are reviewed annually.

Policy Statement

3
The College is committed to being open and honest in the conduct of its operations and to complying fully with the Freedom of Information Act. To this end the College will:

a
Be open with the general public and the media and will place in the public domain as much information about its activities as is practicable and, subject to the exemptions permitted under the Act, will make all other information available on request.

b
Establish records management organisations, structures and procedures which meet the requirements of the Lord Chancellor’s Code of Practice on the Management of Records. 

c
Deal with all requests for information in accordance with the Lord Chancellor’s Code of Practice on the Discharge of Public Authorities’ Functions.

4
There will be occasions when the College will not be able to supply all the information requested. Information will only be withheld in accordance with the exemptions laid down in the Act, and in particular those concerning:

a
The College’s duties under the Data Protection Act 1998 to keep confidential sensitive information about individual members of staff and students.
b
Other legal and contractual obligations.

c
Material detrimental to the safe and efficient conduct of the College’s operations or which is commercially sensitive.

d
We are not obliged to provide the information requested where the cost
of doing so exceeds the limit set in the Freedom Of Information Fees
Regulations (currently £450 or involving 18 hours of staff time).


5
On such occasions the College will always state the reasons why information has been withheld.

Relationship with Existing Policies

6
This Policy has been formulated within the context of the following College documents:

a
The College’s Data Protection Policy.

b
The College’s Information Systems Security Policy.

Publication Scheme

7
The College’s Publication Scheme, which has been approved by the Office of the Information Commissioner, is available on the College’s Internet website at www.preston.ac.uk for inspection at the College’s Library, or in printed form by application to the Principal.

Implementation of the Policy

8
The procedures for implementation of this Policy are contained in the Freedom of Information Guidelines.

Review

9
The operation of the Policy and its associated Codes of Practice will be reviewed annually by the Data Management Group.
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