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SOUTHPORT COLLEGE

MINUTES OF THE MEETING OF THE AUDIT COMMITTEE
HELD ON WEDNESDAY 8 JUNE 2011 AT 3.00PM

PRESENT:	Mr J Heddon (Chair), Mrs V Fell, Mr I Parr and Mr S Wilkinson

IN ATTENDANCE:	Mr B C Mitchell, Mr E Green, Mrs G Kitchen, Mrs P Doyle, Mr A Winrow 
	Mr D Fletcher of RSM Tenon

Prior to the commencement of the formal business, the Chair informed Members that he had invited Mr Mitchell, Mr Green, Mrs Kitchen, Mrs Doyle and Mr Winrow to the meeting as there were various items throughout the agenda that required their attendance.

11/18	DECLARATIONS OF INTEREST

The Chair reminded Members that they should declare any interests they may have.

11/19	APOLOGIES FOR ABSENCE

Apologies for absence were received from Mr K Williamson and KPMG.

11/20	MINUTES OF THE MEETINGS HELD ON 2 AND 30 MARCH 2011

The minutes of the meetings held on 2 and 30 March 2011 were received as correct records and signed by the Chair.

11/21	MATTERS ARISING FROM THE MINUTES
	
	There were no matters arising.

11/22	CONFIDENTIAL MINUTES

	No minutes were deemed confidential.

11/23	SFA REPORT; SIX MONTHS+ UNEMPLOYED

	The committee considered the findings and opinions arising from the SFA Provider 	Financial Management Team’s audit of the ESF co-financing provision of £82,200, this 	being for the period August 2009/March 2011, not August 2010/March 2011 as indicated 	in the report.

	Mrs Doyle informed Members that:

a) as a result of their audit work, the SFA had calculated actual payment errors totalling £5,350, this sum to be recovered from the College in due course
b) the errors identified had occurred in the earlier part of the contract, and not after additional controls had been put in place
c) the errors essentially related to the attendance evidence not being signed by the learner to confirm the number of guided learning hours undertaken; it had not been possible to obtain this retrospectively
d) the contract had now closed.
	After discussion, the committee

RESOLVED – That

1) management’s responses to the issues raised in the SFA’s audit report be agreed
2) students’ names in the report be deemed confidential and not for publication.

11/24	INTERNAL AUDIT REPORTS AND INTERNAL AUDIT PROGRESS

The committee considered internal audit reports relating to data management, ‘mock’ funding audit for the learner responsive provision, apprenticeship provision summary and learner records systems (employer responsive, apprenticeships) as well as the internal audit follow up and progress.
	
Mr Fletcher informed Members that

a) two medium and one low recommendation had been made in the data management report resulting in reasonable/high amber assurance, this report relating to electronic data only
b) the ‘mock’ funding audit for the learner responsive provision, had been undertaken in an advisory capacity to provide an early review to management on its ILR data recording; recommendations had not been categorised, though management would review and act upon the recommendations made
c) as agreed with management, his firm had undertaken a review of the College’s Apprenticeship systems and controls  to determine potential areas of risk, and issues that might be indentified during an SFA employer responsive audit; the outcomes of this review had been summarized in a brief report which highlighted that systems and controls were well documented and comprehensive, with only a small number of minor improvements noted, and if followed would provide an adequate framework for the management and recording of apprenticeship provision; feedback on the observations made had been made during a workshop presentation following the review
d) subsequently a substantive audit of apprenticeship provision had been undertaken and one medium and one low recommendation had been made in the learner records systems (employer responsive, apprenticeships) report resulting in reasonable/green assurance  
e) in respect of the internal audit follow up report, management had made good progress in implementing actions agreed to address audit recommendations
f) the internal audit progress report showed the completion of the internal audit work for 2010/11.

After discussion, the committee

RESOLVED – That

1) management’s responses to the issues raised in the internal audit reports be agreed, particularly in respect of the response given in respect of the data management report, where management had disagreed with the recommendation relating to password controls as detailed in paragraph 3.2 of the report
2) following his agreement to this, Mr Fletcher be formally requested to amend the data management report in relation to the Freedom of Information element
3) the committee’s satisfaction regarding the outcome of the apprenticeship provision summary report, be recorded in the minutes
4) the committee’s satisfaction also be recorded in respect of the ‘green’ outcome of learner records systems (employer responsive, apprenticeships), and also that management was carrying out more testing than was generally required; further, the committee’s thanks and appreciations be passed to the Work Based Learning Team on the good outcomes
5) management be urged to be more active with some responses to internal audit reports where it is clear that the College is exceeding audit requirements and recommendations, or already complying with them, these being sometimes not sufficiently covered, though it was accepted that this was largely due to disputes with the internal auditors and their late submission of reports giving insufficient time to reach proper agreement on the points raised, and in particular, data management.

11/25	ORGANISATIONAL PERFORMANCE MANAGEMENT IN EDUCATION; THEMATIC 	REVIEW

	Mr Fletcher presented his firm’s thematic review titled ‘Organisational Performance 	Management in Education’; he informed Members that the report was submitted for 	information, but that in respect of the summary of findings in paragraph 4 of the report, 	the College was above the benchmark in all nine areas, plus it stood at 100% in five of 	them. 

RESOLVED – That

1) the report be noted
2) the committee’s satisfaction be recorded in respect of the high benchmarking figures.

11/26	REVIEW OF AUDIT RECOMMENDATIONS

The committee considered a report detailing the action taken with regard to outstanding audit recommendations since the last report to the committee on 2 March 2011.

After noting that three recommendations had been completed since the last meeting, and that two were now outstanding, one not yet due for completion and one in progress with a completion date of July 2011, the committee

RESOLVED – That the report be noted.

11/27	ANNUAL REVIEW OF AUDITORS’ OTHER SERVICES

The committee considered and noted a report indicating that in the last year

a) non core activities undertaken by the internal auditors in the current year related to an Employer Responsive workshop delivered on 28 April 2011 at a cost of £1,320, and an Employer Responsive Data Credibility review in June 2010 at a cost of £6,509; this latter work was undertaken after the June 2010 Audit Committee meeting when the 2009/10 annual review was submitted

b) no additional work had taken place outside the scope of the external auditors’ core activities; the external auditors’ core activities included the Financial Statements Audit, the Regularity Audit and the audit of the Teachers’ Pension Scheme.

RESOLVED – That the report be noted.

11/28	REVIEW OF INTERNAL AUDIT PERFORMANCE INDICATORS FOR 2010/11

The committee considered a report detailing the outcome of the 2010/11 performance indicators for the internal audit service.
	
Mr Green informed Members that

a) the committee had adopted a set of indicators, targets and measures to use for the internal and external audit services and a checklist with scope to include comments and satisfaction ratings, and that this had been used to review the performance of internal auditors RSM Tenon; the performance indicator checklist was attached as Appendix 1 to the report

b) overall, management had been satisfied with the internal audit service for 2010/11 with no issues of note, save for some issues relating to comments and explanations not being taken into account and some reports not meeting the two week deadline; however, based on their overall performance, there was no reason why the Corporation should not continue with RSM Tenon as the College’s internal auditors.

11/29	INTERNAL AUDIT SERVICES; REAPPOINTMENT OF RSM TENON AND PROPOSED FEES FOR 2011/12

The committee considered a report concerning the reappointment of RSM Tenon as internal auditors for 2011/12 and their consequent fee.

Mr Green informed Members that:

a) RSM Tenon (formerly RSM Bentley Jennison) had been appointed as the College’s internal auditors from 1 August 2003 for an initial period of three years and then on a year by year basis at an annual fee of £10,046 including VAT per annum for 30 days per year to be reviewed annually in line with the Retail Price Index (RPI)

b) the LSC’s Interim Audit Code of Practice issued in February 2003 removed the requirement to re-tender the internal audit service every five years and following the cessation of the LSC’s funding audit, the committee had recommended an additional three days in the annual audit plan to cover this area of work

c) RSM Tenon’s performance since their appointment had been satisfactory as confirmed in the annual review of internal audit performance indicators report in 11/28 above

d) the firm’s fee for 2010/11 had been agreed at £13,101 plus VAT

e) for 2011/12, RSM Tenon had proposed a 3% increase to give a fee of £13,497 plus VAT, equating to £409 plus VAT per day; a contingency day would be included

f) as the service levels had proved satisfactory, it was considered that the proposed fee level gave value for money and should be approved without any further need to tender for the internal audit service.

	RESOLVED – That the Corporation be recommended to re-appoint RSM Tenon as the 	College’s internal auditors for 2011/12 at a fee of £13,497 plus VAT.

11/30	PROPOSED ANNUAL INTERNAL AUDIT PLAN FOR 2011/12, UPDATED AUDIT 	NEEDS ASSESSMENT AND UPDATED THREE YEAR STRATEGIC AUDIT PLAN

The committee considered

· the proposed Strategy for Internal Audit for 2011/12 to 2013/14 which was based on the Internal Audit Needs Assessment
· the proposed 2011/12 audit plan
· a proposed new Internal Audit Charter.

Mr Fletcher indicated that

a) the strategy and plan reflected the requirements of the former LSC’s Audit Code of 
Practice and priorities which were still relevant, and the College’s key areas of risk

b) the strategy was detailed in appendix A to the report, the proposed internal audit plan for 2011/12 in appendix B, with appendix C containing emerging issues not covered in the 2011/12 internal audit plan.

After discussion with Mr Fletcher on the proposed plan for 2011/12, particularly in respect 
of the need for the emerging issues, the committee

RESOLVED – That it be recommended to the Corporation that

1) the proposed Strategy for Internal Audit for 2011/12 to 2013/14 be approved

2) the annual internal audit plan for 2011/12 as submitted be approved.

RESOLVED FURTHER – That subject to the deletion of the fifth bullet point of paragraph 4.1, the proposed new Internal Audit Charter be accepted and the Chair of the committee be authorised to sign it.

11/31	OUTSTANDING ITEMS

	The committee did not have any outstanding items.

11/32	REVIEW OF MINUTES

Mr Heddon reported that he had reviewed the minutes of the following:
	
	Audit Committee of 2 and 30 March 2011
	Standards Committee of 1 March 2011
	Corporation of 15 March 2011
	Corporation of 5 April 2011
	Resources Committee of 12 April 2011
	Standards Committee of 26 April 2011
	Corporation of 17 May 2011

and made one comment as shown below.

After discussion, the committee accepted the Clerk’s responses:

	Committee and comment
	Clerk’s response

	Resources Committee of 12 April 2011; were the proposed amendments, to the financial regulations within the committee’s terms of reference, particularly in respect of the amendment in relation to the receiving of gifts and hospitality element applying to Members?
	The Clerk confirmed that the Corporation had delegated the review and amendment of the financial regulations to the Resources Committee and that this appeared in the committee’s terms of reference; the particular amendment had been submitted to the committee in appendix 2 to the report.



11/33	ANNUAL ASSESSMENT OF AUDIT COMMITTEE’S PERFORMANCE IN RELATION TO ITS TERMS OF REFERENCE

The committee considered its terms of reference and agreed it had carried out its duties and responsibilities as determined by the Corporation.

Members discussed the committee’s quorum of two which must include one governor member, but decided to make no recommendations for change for the time being.

11/34	REVIEW OF THE MEETING

	The Chair asked Members for comments on the meeting and in particular, if they had found the information reported to the committee useful/necessary due to the internal auditor’s suggestion to the committee that they should so consider.

Members indicated that they were satisfied with the information submitted and its level of detail.

11/35	ANY OTHER BUSINESS
	
	Mr Winrow reported that a College cheque had been intercepted and fraudulently cashed; the College had not suffered any loss, but the matter had been reported to the police.

11/36	DATE AND TIME OF NEXT MEETING

9 November 2011 at 3.00pm

At the conclusion of the formal business, the Chair informed Members that this would be Mr Mitchell’s final meeting of the Audit Committee prior to his retirement on 31 August 2011. On behalf of the committee, the Chair thanked him for his excellent and well considered advice to the committee and for his support, and wished him a happy retirement.

The meeting closed at 4.45pm


Minutes 11/18 to 11/36 received as a correct record on 9 November 2011




…….…………………………………
CHAIR





