Preston College – Audit Committee
3 September 2009

Minutes

AUDIT COMMITTEE

MINUTES of a meeting held on 3 September 2009 at 6.00 pm.

Present:


Mr D S Connolly

Chair





Mrs A J Barton





Mr H Rose





Mr C Speight





Mr T Thompson




Also in attendance:

Mrs S Woolford

Director of Finance





Mrs J Hughes

Deputy Principal





Mr H Munson

Grant Thornton





Mr F Lee


Clerk




Mrs S Wignall

Assistant Clerk
Unable to attend:

Mr T Rees


KPMG
09/20
MEMBERSHIP


The Clerk reported that there had been some changes in the membership of the 
Committee since that last meeting.  Mrs A J Barton had joined the Committee 
and Mr D Lowe had resigned from the Board and hence the Committee.  Mr Lowe 
had also resigned his position at the College.
DECISION
that the change in membership be noted, Mrs Barton welcomed to 
the Committee and Mr Lowe thanked for his services during the last year and best wishes be conveyed to him in his future employment.

09/21
DECLARATION OF INTEREST



There were no declarations made.
09/22
MINUTES

The Minutes of the meeting held on 14 May 2009 were accepted as a true record and were signed by the Chair.

09/23
INTERNAL AUDIT REPORTS – 2008/09


The Internal Auditors, Grant Thornton, had submitted reports on the matters listed 
below and copies of the reports had been circulated to Members in advance of the meeting.  The Director of Finance submitted a summary report which indicated the degree of risk identified in each report.  High risks were reported in the study of Performance Management and a separate report was submitted by the Deputy Principal on that subject.  

Mr H Munson outlined the main issues which had arisen during the audit work and 
the areas reported were:

a) 
Learner Records

This related to an annual review of procedures around enrolments, withdrawal and transfer of students and student eligibility.  The College delivered provision to about 22,000 learners and claimed funding for about 11,500 learners under learner responsive provision and about 6,700 learners funded through the employer responsive funding stream.
The report identified a number of housekeeping issues which needed to be addressed but overall the conclusion of the audit was that:

· the risk management activities and controls that were examined were suitably designed to achieve the objectives required by management; and
· those activities and controls were operating with sufficient effectiveness to provide reasonable, but not absolute, assurance that the related risk management objectives were achieved during the period under review.
DECISION
that the report be received and the recommendations and 
action plan be approved.

b) 
Expenses and Corporate Cards


The Chairman of the Committee had requested that, as part of the Internal Audit Plan for 2008-09, a review be undertaken of the College's expense claim and corporate card systems to provide some high level assurance that:

· controls in place were suitably designed and documented;
· operated effectively; and

· expense claims and corporate card usage were valid for legitimate College purposes.

The audit confirmed that the College had developed and approved a formal 
'Personal Expenses and Travel Costs Policy and Procedure'.  Of the samples tested all were found to have been authorised, were valid business expenses and had receipts attached.  However, the audit could not confirm that an appropriate deduction for home to work travel had been made for mileage claims and recommended that expense claims for mileage should include details to prove that normal home to work travel had been deducted where appropriate.


In respect of the use of Corporate Cards the College had established adequate controls to reduce the risk of corporate card misuse.
Overall, the audit concluded that:
· the activities and controls that were examined were suitably designed to achieve the objectives required by management; and
· that those activities and controls were operating with sufficient effectiveness to provide reasonable, but not absolute, assurance that the related risk management objectives were achieved during the period under review.
DECISION
that the report be received and the recommendations and 
action plan be approved.
c) 
Follow Up Arrangements

This review focussed on the College’s arrangements and assurances to the Audit Committee that Internal Audit recommendations were being implemented on a timely basis and in full.  Overall the conclusion was that:
· of the risk management activities and controls that were examined those were found to be suitably designed to achieve the objectives required by management; and

· those activities and controls were operating with sufficient effectiveness to provide reasonable, but not absolute, assurance that the related risk management objectives were achieved during the period under review.
DECISION
that the report be received.

d) 
Performance Management


This review was originally requested as a developmental piece of work and 
therefore no internal audit opinion was given but it had highlighted some 
weaknesses in the way that the Senior 
Management Team monitored targets and objectives.  In response to the findings of this audit the Deputy Principal submitted a report which set out ways in which those issues could be addressed.

The findings of the audit identified inconsistencies in the way in which income and performance targets 
were monitored within Faculties and Academies, weaknesses in the setting of SMART targets and objectives and a non-timely approach to challenging poor performance.


It was proposed to develop an ‘Academy Road Map’ to address all three 
important issues and an example of this was submitted to the meeting.  A 
schedule for reviewing the Road Maps would be managed by the Deputy 
Principal.

The Committee discussed the issues surrounding the setting of targets for 
retention, achievement and success, and the need for early identification of 
underachievement in any of the three areas to 
implement corrective actions 
in a timely manner.  It was acknowledged that the setting of targets was easy 
but the measure could present difficulties and the need for review against 
benchmarks was an essential feature of this process.  


The Deputy Principal reported that it was now clear to Academies what was 
expected of them and how they would need to be accountable.  The 
Committee stressed the need for each Academy to have ‘ownership’ of its 
Road 
Map.


DECISION


a) 
that the Academy Road Map be adopted as a mechanism to 
address the weaknesses revealed by the internal audit;

b) 
that a progress report be submitted to the Committee at its  
meeting on 4 March 2010.

e) 
Corporate Governance
The scope of this review was to identify how the Board obtained assurance that the College's strategic plan was being implemented and that the strategic risks were being addressed.  The review had had regard to the findings of a report by Sir David Walker on "a review of corporate governance in UK banks and other financial industry entities" published in July 2009 which raised a number of recommendations regarding effective governance.   


The audit reviewed the Board’s committee structure, the administration of 
meetings, the mechanisms for agenda setting and forward planning, the
skills required and training needs of governors to carry out their duties, the 
good 
practice of the Board and its Committees carrying out a self 
assessment exercise each year, the need for an effective reporting system for meetings of the Board and its Committees, and the assurances needed by the Board that the strategic objectives were being managed effectively.

Overall the conclusion was that:
· the activities and controls that were examined were suitably designed to achieve the objectives required by management; and
· those activities and controls were operating with sufficient effectiveness to provide reasonable, but not absolute, assurance that the related risk management objectives were achieved during the period under review.


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

09/24
INTERNAL AUDIT – ANNUAL REPORT 2008/09


The annual report of Grant Thornton UK LLP, the College’s internal auditors was submitted to the meeting and that provide a summary of the audit work undertaken in the 2008/09.  It also provided the annual statement of assurance as to the adequacy and effectiveness of the College’s risk management, control and governance processes.  The overall opinion given was that those processes were satisfactory.


The Committee was pleased to note that a good working relationship had been established with Grant Thornton UK LLP, and that the reporting systems were clear and helpful to members.  The Committee also noted that in two areas where qualified opinions had been submitted during the year – Cash Collection and Debtors, the Auditors, in their follow up review, were now satisfied that the weaknesses identified had been addressed and that they had now removed the qualifications raised in both those areas. 

DECISION
that the report be received.
09/25 INTERNAL AUDIT PLAN – 2009/10

The Internal Audit Plan for 2009/10, which had been drawn up following detailed discussions with Grant Thornton UK LLP, was submitted to the meeting.  The proposals contained in the Plan had been based on the College’s Risk Register and had also had regard to relevant legislative change and emerging sector issues.
The Plan included a number of core system reviews: corporate governance, risk management, learner numbers systems and also of the College’s follow-up arrangements.  In addition key financial systems would be reviewed including budgeting, 
forecasting and the reporting framework together with a post implementation audit of the new payroll system.

Four business risk reviews would also be undertaken and those related to: 16-18 student recruitment; effective use of staff; estate management; and infrastructure and overhead costs. 
DECISION
that the Internal Audit Plan for 2009/10, as set out in Appendix 1 to these Minutes, and the Audit Fees be approved.
09/26
INTERNAL AND EXTERNAL AUDITORS – ANNUAL REAPPOINTMENT


It was a requirement of the LSC Audit Code of Practice that both internal and external auditor appointments were reviewed at least annually by the Board.  The Director of Finance reported that matters were satisfactory with both current contracts and recommended a re-appointment of both companies.

RECOMMENDATION

That the Board the re-appoint Grant Thornton UK LLP as internal auditors and KPMG UK LLP as external auditors for 2009/2010. 

09/27
RISK MANAGEMENT PLAN

The Risk Management Plan was based on the 40 objectives contained with the Strategic Plan.  The Deputy Principal reported that it had been particularly important to consider the implications of the expected pandemic (Swine Flu) in the achievement of the College objectives.

The Risk Management Plan showed 14 objectives in the high risk category and 7 designated as medium risk.  The report indicated where there had been a change in the risk status and the reason for that change.
DECISION
that the Risk Management Plan be noted.

09/28
AUDIT REGISTER

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

The current status was:
	
	Current Status
	May 2009 

	Outstanding
	2
	7

	Partially Complete
	5
	9

	New and not yet due
	14
	24

	Completed since last review
	39
	17


DECISION
that the report be received.
09/29
TERMS OF REFERENCE – A REVIEW


As part of the process of good governance the Committee gave consideration to the details of the terms of reference which had been approved by the Board and whether there was a need to recommend changes.  The Clerk submitted a paper which reviewed the current arrangements and made proposals for both change and clarification.

RECOMMENDATION 
That the Committee’s Terms of Reference be amended as set out in Appendix 2 to these Minutes.

09/30
SELF ASSESSMENT


Effective governance of the College required that the Committee carried out a self assessment of its performance each year and a questionnaire had been completed by members and the results had been analysed by the Clerk.  Details were submitted to the meeting.

The Committee noted the responses given and agreed, that where appropriate, action should be taken to improve performance.


DECISION
a) that the responses be noted;

b) that an Action Plan be produced from the findings;
c) that a briefing/training session be held at 5 pm prior to the next meeting of the Committee.

(The meeting finished at 8.05 pm)

DATE OF NEXT MEETING:
3 DECEMBER 2009
APPENDIX 1

ANNUAL INTERNAL AUDIT PLAN 2009-10
	Assurance Theme
	Subject
	2009-10 Days
	Planned Month of Review

	Risk Management 
	Annual review of Risk Management arrangements
	2
	Oct '09

	Corporate Governance
	Annual review of Corporate Governance arrangements
	2
	March '10

	Risk Management, Corporate Governance and Internal Control


	Business risk reviews:

· 16-18 student recruitment 
· Effective use of staff 
· Estate management
· Infrastructure and overhead costs
	30


	Oct '09 and
 Dec '09

	
	Core financial controls:

· Financial planning, budget setting, monitoring and forecasting Debtors
· Implementation of the new payroll system
	12
	Dec '09 and
 June '10

	
	Learner Number Systems
	5
	March '10

	
	Review of Follow–Up Arrangements
	2
	March '10

	Sub Total
	
	53
	

	Audit strategy

Planning and Liaison

Attendance at Audit Committee and Annual Report
	2

2

3
	

	TOTAL
	60
	


APPENDIX 2
TERMS OF REFERENCE

To ensure proper arrangements are in place to secure effective audit of the Corporation.

A
Matters for the Committee to consider and make recommendations to 
the Board:

· Approval of the annual financial statements;

· Appointment, re-appointment or dismissal of the Internal Auditors;

· Appointment re-appointment or dismissal of the External Auditors.

B
Matters delegated to the Committee for consideration and decision making:


Effectiveness and Financial Control

1 To consider and advise the Board on the adequacy and effectiveness of the College’s internal control systems, including controls for securing economy, efficiency and effectiveness;

2 To ensure that all significant losses have been properly investigated and that the internal and external auditors and funding council have been informed if appropriate;

3 To monitor the College’s policy on fraud and irregularity;

4 To monitor the College’s corporate governance arrangements;
5 To consider and, if appropriate, investigate, or commission investigations into, any complaints relating to alleged fraud or other financial irregularity or malpractice at the College in accordance with the College’s code of practice and procedures;
6 To monitor, at least annually, the implementation of approved recommendations relating to both internal and external audit reports and management letters;

7 To monitor the College’s arrangements to secure value for money;
Risk Management

8
To approve the Risk Management Plan and to monitor movements of matters within the Plan to reduce risk.

Internal Audit

9
To consider and advise the Board on internal audit reports and management letters;
10
 To monitor the effectiveness of the internal audit service;

11
To consider and advise the Board on the audit needs assessment, and strategic and short term plans for the internal audit service;
12
To discuss problems and reservations arising from the internal audit 
reports and any matters which the internal auditors may wish to discuss (in the absence of management where necessary);

13
To ensure that the internal audit service is adequately resourced; 

14
To be informed of all additional services undertaken by the Internal Auditors.

External Audit

15
To consider and advise the Board on external audit reports and management letters;

16
To monitor, annually or more frequently if necessary, the implementation of approved recommendations relating to external audit reports and management letters:

17
To monitor the effectiveness of the external audit service;

18
To agree with the external auditors before the audit commences the nature and scope of the audit;

19
To be informed of all additional services undertaken by the financial statements auditors, the LEE Auditors and any other external auditors appointed.

Other

20
To ensure co-ordination between the internal and external auditors;

21
To consider and advise the Board on, any relevant reports from the National Audit Office or the Learning and Skills Council;

22
To provide advice on such audit issues as the Board may request from time to time;

23
To prepare an annual report for submission to the Board on the work of the Committee, including an opinion on the effectiveness of the internal control system and the pursuit of VFM, together with risk management;

24
To monitor, at least annually, the college’s whistleblowing policy and prepare an Annual Report to the Board;

25
To consider other audit topics, as requested, from time to time by the Board;

26
To hold a private session each year with both internal and external auditors, with senior management being excluded.
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