[image: image1.jpg]



Audit Committee

Approved Minutes 
Minutes of the Meeting held on Thursday 10th September 2009
Present:


Mr D O’Halloran
(Chairman)
Mr Y Goolamali
Ms R Klass
                                           Mr P Stafford 

In Attendance:
Mr A McGarel (Director of Finance and Corporate Services)
                                           Mr A Strickland (Scrutton Bland, IAS)
 Ms L Waghorn (MacIntyre Hudson, External Auditors) 
Mr C Burrowes (Acting Clerk – Chaplin Frobisher Welling)

1) Apologies for Absence
Apologies for absence were received from Mr L Privett also Mr G Bradley and Mr P Goddard both of Scrutton Bland, IAS.

2) Election of Chairman

The Acting Clerk took the Chair and the Committee unanimously re-elected Mr David O’Halloran as Chairman of the Committee for the current year.  Mr David O’Halloran then resumed the Chair.

.3)      Standing Orders
 At the request of the Chairman members confirmed that no declarations of interest needed to be made. Scrutton Bland and MacIntyre Hudson, internal and external auditors respectively, confirmed to the Chairman that they did not wish to speak privately to the Committee without management being present.
4) Urgent Business
There was no urgent business.
5) Minutes of the Meeting held on 21st  May 2009
The Minutes of the Meeting held on 21st May 2009 were APPROVED and SIGNED by the Chairman.

6) Matters Arising From Those Minutes
a) Capital Projects Deferred Internal Audit
The Internal Audit of Capital projects scheduled for 2008/09 had been deferred due to the uncertainty provoked by the funding crisis at the LSC for major works. As it was 5 years since the last internal audit of capital works at the College provision had now been made in the 2009/10 programme for a Capital Projects audit in January 2010.  
b) Thurrock Capital Project – LSC Response

The Director of Finance and Corporate Services reported that at a meeting the previous day attended by the LSC Chief Executive it had been made clear that there was no more money for capital projects other than those already approved and it was suggested the College should look for alternative sources of funding. It had also been indicated that there was no money available to reimburse fees already incurred by Colleges. In the College case these fees were approx £1.5 million and it was argued this should be treated as a special case as the LSC had encouraged expenditure on the Thurrock Project which it regarded as a priority. If a special one off case could be justified then reimbursement of these fees might be considered by the LSC. While this is still to be resolved the most probable outcome would be the College writing these off below the line as exceptional costs. This would leave an operating surplus, on which the LSC financial health criteria were based but the College would end up with an overall deficit.
c) Appointment of Internal and External Auditors 2009/ 10

The Acting Clerk reported that the Board of the Corporation had at its meeting on the 6th July 2009 APPROVED the recommendations to re-appoint McIntyre Hudson as Financial Statements and Regularity Auditor and Scrutton Bland as Internal Auditor both for the year ended 31st July 2010.

d) Side Letter to MacIntyre Hudson Letter of Engagement
The  College has signed the Letter of Engagement for the audit of financial statements and reporting on Regularity. In view of the impending merger a second engagement letter was considered which was to cover any consultancy advice which may be required in respect the proposed merger. The particular letter considered related to tax consultancy advice required in relation to the merger and the Committee APPROVED the Director of Finance and Corporate Services signing this on behalf of the College. Other similar Letters of Engagement would be required if the College instructed other work/s and such work would be specified in the additional Letter/s of Engagement. 
8)  Internal Audit (Paper AU.09.13)
a) Final Internal Audit Reports

 Andrew Strickland presented the final IAS Reports on Corporate Governance and the Annual Internal Audit Report for 2008-09. 
i. 
Corporate Governance
  

The report made one low risk recommendation regarding implementing a 


central list requiring new Governors to sign to confirm they have received 


and understood all documents provided to them and the dates this occurred.



The Central List has now been implemented.
In addition two value added points were made. The first recommended consideration by the Search Committee of the profile of Governors which the Corporation aspire to achieve in terms of age, ethnicity and maximum length of service and the second that consideration be given to student members being required to complete Eligibiity forms. Both these points will be considered at the next meeting of the Search Committee which has now been deferred until 19th October 2009.



 The Committee RECEIVED the Report.
ii. 
Annual Internal Audit Report 2008-09
Andrew Strickland then presented the Internal Audit Annual Report for 2008/09 which concluded in their opinion the College has adequate and effective management control and governance processes to manage its achievement of College objectives. The wording of the opinoin follows LSC guidance and is an unqualified opinion. The Report included a summary of recommendations made during the year.
The Report also provided an outturn statement that showed actual audit days were 48.1 compared to 51 planned. The shortfall in planned days was due to cancelled audits on Capital Projects and Health and Safety which were then used in part to increase the scope of the Review of the New Finance System. No additional work was carried out at the College. It was agreed the report should make reference to the reason for the cancelled Health and Safety audit was because this had been undertaken by a specialist Essex County Council team. In addition para 6.4 which identified the number and type of risk identified during audit should be cross referred to Appendix B which detailed each of these risks.
The Committee RECEIVED the Internal Audit Annual Report for 2008-09 and RECOMMENDED that the Report be submitted, after incorporating the agreed amendments, to the Corporation for approval at its meeting on 5 October 2009. 
b)  Audit Risk Assessment and Strategic Internal Audit Plan 2009/10-2011/12 and Internal Audit Plan 2009/10 
Andrew Strickland presented the updated Audit Risk Assessment and Strategic Internal Audit Plan 2009/10-2011/12 together with the Internal Audit Plan 2009/10. 

The Audit Risk Assessment and Strategic Internal Audit Plan for the period had  subjected College operations to an assessment of audit risk and the College risk register was used to ensure key areas were risk assessed. Key issues affecting the audit needs assessment were the probable merger with Thurrock & Basidon College from 1 January 2010, continuing improvement in systems of control evidenced by previous audits, College risk registers and the resultant action plan and the emphasis on risk and governance in the sector, discussions with senior management when preparing the 3 year plan, and FE funding methodology changes from 2009/10.

Members agreed that this was a solid base on which to base the internal audit work for the forthcoming year and subsequent years but noted the merged College would pose additional issues which would almost certainly require a review of the plans from 1 January 2010.

The Committee, having considered the assessment and plan, RECOMMENDED that it be submitted to the Corporation for approval at its meeting on 5 October 2009. 

c) Essex County Council Health and Safety Audit – Implementation of Action Plan         
A Health and Safety Audit was carried out by Essex County Council Health and Safety Advisory Service in December 2008 which had then formulated an Action Plan of matters to be addressed. A Report in two parts from John Hayles, Director of Quality Improvement, on the progress of implementing the Action Plan was considered.The first part dealt with minor issues and the necessary actions were now completed. The second part of the Report dealt with more major Health and Safety issues. Of the three main findings, one has been addressed and two are ongoing (in terms of arranging suitable external training for relevant staff).
The Committee RECEIVED and DISCUSSED the Report and NOTED the Actions being taken. 
9)
Implementation of Previous Audit Recommendations (Paper AU.09.14)
The Committee NOTED a report from the Director of Finance and Corporate Services of actions taken since the last meeting to implement previous audit recommendations. 
 10)    Corporate Risk Management (Paper AU.09.15)


a) Risk Management Annual Report 2009/10
The Director of Finance and Corporate services presented the Risk Management Annual Report 2009/10 approved by the Corporation at its July meeting. The Report set out progress against the Risk Management Plan 2008/09 and the Risk and Disaster Management Plan 2009/10.

The Committee NOTED the Report
b) Update Report against Risk and Disaster Management Plan 2009/10 
The Committee NOTED the report on progress against the Risk and Disaster Management Action Plan for 2009/10. Rosalind Klass asked whether a Business Continuity Plan was part of the Disaster Recovery Plan and if this should be reviewed by the Committee. It was agreed that the next meeting the Director of Resources and Planning should provide a report of the Business Continuity Plan for which he is responsible.
11)     Accounting for the merger with Thurrock and Basildon College
The Director of Finance and Corporate Services presented a paper outlining the alternative methods to be adopted for accounting for a merger. The methods were Merger or Acquisition Accounting and the one to be adopted depended on the cicumstances of each case.There was considerable discussion of these alternatives and taking account of all the issues it was generally felt that Acquistion Accounting did not feel appropriate in the circumstances and that Merger Accounting appeared the more sensible way forward. It was agreed that as it was not necessary to make an immediate decision this could be deferred until later to give time for greater reflection of the issue.

The Chairman then thanked both firms of Auditors for their help and assistance in explaining the issue and for their contribution to the debate.     
12)
Performance Review - Internal Audit Service (Paper AU.09.12)
Scrutton Bland and MacIntyre Hudson left the meeting for consideration of this item which was deferred to eliminate the need for them to return.

Committe members returned to the Acting Clerk completed so far as possible performance review documentation in respect of Scrutton Bland’s service to the Committee and the College during 2008-09. It was agreed that the responses to questions 3f, 4,7,9 and 19 were required from the Finance team and these would be obtained and incorporated into the overall answers and the results reported to the next meeting.  
13)      Committee Matters
Declarations of Interest
Updated typed Declarations of Interest Forms were signed by Members present and returned to the Acting Clerk.

14)
Date of next Meeting

Tuesday 10th November 2009 at 8.30am

There being no further business the meeting ended at 10.20am
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