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Audit Committee

Monday 2nd November 2009

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.
A G E N D A

1.
Apologies for absence

2.
To receive the minutes of the meeting held on 15th June 2009 

(attached)

3.
Matters arising not covered elsewhere in the Agenda

4.
To review the Terms of Reference of the Committee



(attached)

5.
To review the Risk Management Plan
[to follow]



PAPER  1
Internal Audit
[Mr. Chris Rising, RSM Bentley Jennison, in attendance]
6.
To consider the following Bentley Jennison reports:


i.
(01.09/10)  Key Financial Controls




PAPER  2*

ii.
(02.09/10)  Shuttleworth Integration




PAPER  3*

7.
To receive the final Internal Audit Annual Report 2008-09 prior


to its submission to the Corporation meeting




PAPER  4
8.
To receive RSM Bentley Jennison’s Review of Risk Maturity in 

Further Education, September 2009





(attached)

Reserved item

9.
To consider a report on specific Internal Control issues


PAPER  5*

External Audit
[Mr. Andrew Devonald, MacIntyre Hudson, in attendance for agenda items 10-13]

10.
To consider the 2008-09 Financial Statements Audit Management letter 
PAPER  6

11.
To consider the 2008-09 Corporate Governance and Internal

Control Statements





 


PAPER  7
12.
To consider the 2008-09 Learning & Skills Council College Regularity


Self-Assessment 








PAPER  8
13.
To consider the annual re-appointment of MacIntyre Hudson as

Financial Statements Auditors






PAPER  9
14.
To consider the draft Annual Report of the Committee 2008-09

PAPER 10

15.
To receive the Audit Recommendations Implementation Progress Report
PAPER 11
16.
Any other business

17.
Date of next scheduled meeting:  8th February 2010, 4.30 pm
*College Managers in attendance as required.
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Audit Committee

Monday 2nd November 2009
4.30 p.m.

Present:

Mr. D. Parry  (Chair)




Mr. M.Y. Kiteley

In attendance:
Mr. J.R. Marriott, committee member designate
Mr. C. Rising, Senior Manager, RSM Bentley Jennison  [AC27-31/09]
Mr. A. Kapasi, RSM Bentley Jennison  [AC27-31/09]
Mr. A. Devonald, MacIntyre Hudson  [AC32/09]
Ms. A. Barnes, Assistant Director (Financial Accounting)  [AC23-32/09]
Mr. I. Pryce, Chief Executive

Mr. N. Jeffery, Finance Director

Mrs. I. Lennox, Clerk to the Corporation

AC23/09
Apologies for absence were received from Mr. M. Ward and Mr. M. Whitlock.  

AC24/09
The minutes of the meeting held on 15th June 2009 were considered, approved and signed.

AC25/09
There were no Matters Arising.

AC26/09
Terms of Reference


The terms of reference of the committee were reviewed and members considered that no amendments were necessary at this time.


[It was agreed that agenda items would be taken out of sequence.]
AC27/09
RSM Bentley Jennison Internal Audit on Key Financial Controls

Mr. Rising was pleased to report a declining number of recommendations in the audit of key controls from year to year, culminating in none at all in the audit report under review.  Members were pleased that the audit process appeared to be working so well and that corrective actions had been taken and embedded.  The committee congratulated Ali Barnes and her team for this excellent audit result and Paper 2 was received.

For information, the Director of Finance reported a dramatic improvement in the debtor situation, now back to acceptable levels.

AC28/09
RSM Bentley Jennison Internal Audit on Shuttleworth Integration


Mr. Rising was able to report that substantial assurance had been given on the procurement of Shuttleworth and the integration of the key systems.   The only recommendation, regarded as significant, had been the lack of a formal approach to the integration.  The Chief Executive (IP) acknowledged that the monitoring group should perhaps have met more frequently, focusing on a greater number of cross-college issues.  Members felt that if consistent formal plans had been drawn up for each area of integration, it would have been easier to monitor their effectiveness. 

In response to questions on outstanding issues in the integration process, IP cited a few relatively minor examples mainly linked to communication, with some uncertainties about division of responsibility under the new structures.  However, Shuttleworth staff had appeared keen from the beginning to make a success of the new venture, and the Quality, Standards & Achievement Committee had heard first hand from the Shuttleworth Director of the successful cultural integration to date.  The Chair asked that the committee be kept informed of any issues particularly relevant to Shuttleworth in future audit reports, and it was agreed that extra audit time be added in the current year for an additional audit of Shuttleworth, concentrating on specific areas of high risk, maybe in May 2010, with perhaps a further audit in the 2010-11 audit cycle.   On behalf of the committee, the Chair, mindful of the pressure on central services over the past months, expressed appreciation to staff of the hard work that had led to this successful integration.  Paper 3 was received. 

Questions were asked about the establishment of Bedford College Services Ltd.  Members felt that it was essential to include such a substantial non-core activity in the Audit Plan for next year.

AC29/09
Internal Audit Annual Report 2008-09

Members had considered the draft report at the June meeting but it could not be finalised before the end of the financial year.  Reference had previously been made to the positive opinion in the internal audit assurance statement, and to improvements over the previous year.  It was hoped that in future the way in which benchmarking data had been displayed in the report would be amended.  Paper 4 was received.

AC30/09
Review of Risk Maturity in Further Education

Mr. Rising introduced the RSM Bentley Jennison risk maturity thematic report summarising all the risk maturity work undertaken in their further education clients and defining areas of good practice; a further report would follow later in the year.

Some considerable concern was expressed by both the Chief Executive (IP) and committee members that, despite assurance to the contrary from CR (minute AC05 of the February 2009 meeting), Bedford College did not benchmark favourably in this report.  CR was reminded that only one recommendation in the last audit of Risk Maturity had been designated as ‘significant’, the rest only ‘meriting attention’.   Members felt it hard to reconcile that this resulted in the difference between the college being gauged as Risk Defined rather than Risk Enabled, and expected that if all recommendations were implemented, then there would be no further barriers to the college being designated Risk Enabled; CR confirmed that this would be the case.  

After a debate on the implications of ‘meriting attention’ recommendations and the consistency of the assessments made across the FE sector, the Review of Risk Maturity submitted under agenda item 8 was received.

AC31/09
Internal Control Irregularities

The issue of locker deposits in two college centres was discussed and members were given details of the new processes that had been introduced at the beginning of this college year to ensure that no further irregularities would be uncovered.

A significant irregularity in the way the car parking machines had been controlled was discussed at length.  The suggestion was made that a simple year-on-year income comparison would in itself indicate potential untoward variances.  The Director of Finance and the Assistant Director (Financial Accounting) responded to numerous questions resulting in full assurance being given to members that due processes and cash management procedures were in place to prevent incidents of a similar nature occurring in the future.  Members were confident that the Finance Team had dealt with these issues in an appropriate manner, and Paper 5 was received.

AC32/09
Financial Statement Audit Management Letter 2008-09

Mr. Devonald (AD) of MacIntyre Hudson reported a very satisfactory end-of-year financial statements audit and a good working relationship between the auditors and the finance team at the college.   It was anticipated that an unqualified opinion would be given.

There were no recommendations relating to improving procedures or internal controls, and AD reported that MacIntyre Hudson were satisfied that all previous year’s issues had been addressed.  The acquisition of Shuttleworth College had been incorporated in the post balance sheet event note to the accounts.

The Director of Finance informed members that the pension deficit, as calculated under FRS17 rules, had increased substantially to over £5.7 million, though paradoxically the required charge to income and expenditure had reduced from £216,000 to £135,000.

AD was thanked for the good working relationship established between MacIntyre Hudson and the college and Paper 6 was received.

AD33/09
Corporate Governance and Internal Control Statement 2008-09

The content and accuracy of the Corporate Governance and Internal Control Statement were considered and discussed.  Members noted that the format of these statements followed a prescribed model provided by the Learning & Skills Council.  After close scrutiny, members

RESOLVED  1
that the Statements on Corporate Governance and Internal Control were fully endorsed by the committee for submission to the November Board meeting.

AD34/09
Regularity Self Assessment Questionnaire 2008-09
The Director of Finance (NJ) reminded members that the regularity audit had now been integrated into the financial statements audit process.  NJ responded to a number of questions raised by members, one of which related to the need for a definition of  a ‘key’ project.  The self assessment report, completed by the Finance team and the Clerk, and submitted under Annex A of Paper 8, was then received.

AD35/09
Re-appointment of MacIntyre Hudson as Financial Statements Auditors 2010-11

Members reviewed the performance of the auditors and the responsive nature of their relationship with the college and concluded that they were entirely satisfied with the professional service received and that the fees had been maintained at an appropriate level.  It was therefore

RESOLVED  2
that the re-appointment of MacIntyre Hudson as the college’s financial statements auditors for the three years to 2010-11 be recommended to the Board for approval.

Members further agreed that, although there may be no statutory obligation to carry out an external audit on Bedford College Services Ltd., it would be prudent to do so at least in the first year and that MacIntyre Hudson should be asked to include it in their remit, at a fee to be agreed with the Director of Finance.

AD36/09
Annual Report of the Audit Committee 2008-09

In discussion of the draft Annual Report submitted under Paper 7, particular attention was paid to the Annexes to the report, the performance indicators of both the internal and external audit services.   The length of time the college had enjoyed the services of the same partner and audit manager for the external audit  was queried and would be addressed further (indicator 3).   

Members were reminded that the Report was a mandatory requirement to be submitted to the Corporation and to the Principal, as the college’s Accounting Officer, and therefore

RESOLVED  3
that the Annual Report of the Audit Committee 2007-08 be submitted to the November Board meeting as a true and accurate record of the work of the committee during the year.

AD37/09
Audit Recommendations Implementation Progress Report

The Director of Finance assured members that progress was being made with regard to the outstanding VAT issue; he was in the process of seeking further advice.  Other results were noted and Paper 11 was received.

AD38/09
Risk Management


An update report on the college’s management of risk was discussed and well received by members as a newly-introduced standing agenda item.  Members would have preferred to have a list of the major risks to the college as an Annex to the report, but Paper 1 was received.

AD39/09
No issues were raised under Any Other Business.

AD40/09
The next meeting was scheduled for 4.30 p.m. on Monday 8th February 2010, but the Clerk undertook to look into an alternative day of the week, to help attendance.
