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Audit Committee

Monday 22nd February 2010

4.30 p.m.

Chief Executive’s office

Members are reminded of their obligation to declare openly any conflict of interest arising from a matter before the Committee; and of their right to raise any issues with auditors in the absence of college management.

A G E N D A

1.
Apologies for absence

2.
To receive the minutes of the meeting held on 2nd November 2009
 
(attached)

3.
Matters arising not covered elsewhere in the Agenda

4.
To review the college’s Risk Management Plan




PAPER  1
Internal Audit

5.
To consider the impact of the merger between RSM Bentley


     ---


Jennison and theTenon Group plc (to form RSM Tenon)
[Mr. Chris Rising of RSM Tenon in attendance]

6.
To consider the RSM Tenon Audit of Staff Expenses



PAPER  2

7.
To consider the RSM Tenon Thematic Review on Organisational 

Performance









PAPER  3

Item for approval

8.
To consider the LSC Financial Management and Control Evaluation

and recommend its retrospective approval to the Corporation


PAPER  4  
Items for information
9.
To receive an update on the Cash Controls Review



PAPER  5
10.
To receive the Audit Recommendations Implementation Progress


Report









PAPER  6
11.
Any other business

12.
Date of next meeting:   Monday 7th June 2010, 4.30 pm
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Audit Committee

Monday 22nd February 2010
4.30 p.m.

Present:

Mr. D. Parry  (Chair)




Mr. M.Y. Kiteley




Mr. J.R. Marriott

In attendance:
Mr. C. Rising, Senior Manager, RSM Tenon  [AC27-31/09]
Mr. I. Pryce, Chief Executive

Mr. N. Jeffery, Finance Director

Mrs. I. Lennox, Clerk to the Corporation

AC01/10
Apologies for absence were received from Mr. M. Ward.  

AC02/10
The minutes of the meeting held on 2nd November 2009 were considered, approved and signed.

AC03/10
Matters Arising

AC28/09 Shuttleworth Integration: The Finance Director confirmed that Bedford College Services Ltd. would be included in the Audit Plan as soon as feasible.

AC04/10
Risk Management Plan Review

A schedule of the top ten risks in the plan, now a standing item on the committee agenda, was reviewed by the Finance Director and discussed at length.  It was suggested that they should have been sequenced in order of their severity.  

The way in which trends were identified led to discussion as to whether ‘impact’ being judged on a score of 1-6 and ‘likelihood’ 1-3 gave sufficient scope to reflect movement.  It was agreed that the risk update provided to the committee was clear, helpful and concise and prompted discussion.  It was noted that care had to be taken that the process did not become over bureaucratic.

Members commented that a number of the risks appeared to have the same consequences but from different causes, and yet the impact varied.  It was accepted that all key risks had a financial bias.  After attention turned to the risk of non-compliance, ways in which the credibility of student data could be improved were discussed.  The whole Risk Plan would be submitted to the next meeting, prior to its approval at the July Board meeting.  Paper 1 was received.

AC05/10
Tenon and RSM Bentley Jennison Merger

The Director of Finance (NJ) drew members’ attention to the fact that Tenon Group Plc and RSM Bentley Jennison had merged and that the college’s internal auditors were now a Public Limited Company rather than a Limited Liability Partnership, now the seventh largest UK accounting firm.  In response to questions, NJ explained that ‘RSM’ represented the company’s link in a worldwide network of independent accounting and consulting firms.

It was noted that Tenon had undertaken some consultancy work for the college in the past, but this was not seen as a problem going forward.  Members felt that internal audit would still be carried out by the same group of individuals and, unless there was a change of ethos as a result of the merger, it would have no real impact on the service to the college.  

AC06/10
RSM Tenon Audit on Staff Expenses

In reviewing the audit outcome, Mr. Rising (CR) reported that the foremost risk was inappropriate or unsupported payments made to staff in respect of expenses.  He was pleased to be able to give substantial assurance that the controls upon which the college relied were effective.  

The three recommendations arising out of the audit led to a lengthy discussion on the definition of ‘meriting attention’.  The view was expressed that, in the case of two out of the three recommendations, the process had not broken down and therefore did not ‘merit attention’; the issue was merely one of minor breaches, about which it would have been useful to receive more detail so that a judgement could have been made as to their severity.  However, in the third recommendation, the process was clearly not sufficiently embedded and the audit outcome of ‘meriting attention’ was clearly justified.  In this case, it was felt staff should be pressured into submitting claims in a timely manner.   The need for Human Resource staff to approve a claim signed by an individual’s line manager was queried but was clearly a matter for managers to determine within approved procedures.  Members were pleased that substantial assurance had been given to this area and hoped that CR would liaise with the Director of Finance and consider reducing the recommendations as a result of the thorough discussion.  Paper 2 was received.

AC07/10
Thematic Review of Organisational Performance Management

Mr. Rising (CR) reported that this was one of the first reviews undertaken in this format, a themed review across the Tenon FE and HE client base by means of questionnaires and personal interviews at Board and senior management team level, and a review of Corporation and Committee papers.

CR was able to report a collective view amongst staff that the college had a clear vision for the future in its strategic plan and that there were sound and well evidenced performance monitoring arrangements.  From interviews, minutes and reports, he had concluded that the level of challenge was robust.  Discussion followed on the areas where it was felt by Tenon that arrangements currently in place could be enhanced.  The need for strategic aims to be more quantifiable than at present was acknowledged, although the Chief Executive (IP) felt some were quantifiable through the college Information Report and others only at lengthy intervals.  Poor cross-college communication by Centre Directors appeared sometimes to be an issue.

CR further reported that everyone involved with the review spoke highly of the value of the college Information Report as a monitoring tool.  IP was of the view that it was necessary to create the right balance and much of the information produced for the monthly performance monitoring balanced scorecard was geared to management; however, it was hoped there could be more non-financial indicators for the Board than at present. 

Concern was expressed that the college once again had the possible disadvantage being one of the first clients to undertake a thematic review.  CR was thanked for his thorough approach and Paper 3 was received.

AC08/10
Financial Management and Control Evaluation
The Director of Finance reported that the college was required to submit an annual response to the LSC’s Financial Management and Control Evaluation questionnaire by the end of December.  Since the college had previously had full assurance with no identified weaknesses in these areas, it had been permitted to submit only its self-assessed grading for 2008-09 rather than the full documentation.  This was noted by the committee, in advance of its submission to the March Board meeting for retrospective approval and Paper 4 was received.

AC09/10
Cash Controls Review

In the light of several instances of cash losses in the past year, one of which was substantial, an initial review of cash handling areas had now been completed.  Existing systems would be risk classified and controls reviewed.  Although there was a need for the college to become more efficient with cash handling, members warned against establishing complicated arrangements when in some areas the amounts involved were very small.  Members were aware that the policy decisions were a management decision but looked to Tenon to develop a control framework which would give the committee the necessary assurance that there would be no further incidents, certainly of the magnitude of the car park theft.  Members asked for follow-up information, and Paper 5 was received.

AC10/10
Audit Recommendations Implementation Progress Report

The Director of Finance was pleased to report that  advisors had been appointed and that the initial review of the VAT Partial Exemption system had now been completed.  He gave an update on the Shuttleworth Integration Group; members hoped staff were being encouraged to integrate on a social level as well as in work.  Paper 6 was received.

AC11/10
The next meeting was confirmed for 4.30 pm on Monday 7th June 2010.

