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Audit and Risk Committee
[bookmark: _GoBack]Approved Minutes 
Minutes of the Meeting of the Committee held at Southend Campus on Thursday 8 September 2011 at 8.30 am.
Present:		Mr D O’Halloran (Chairman)			
			Mr B Neagus			
			Mr P Little				co-opted member
			Mr P Stafford 			co-opted member
			Mr Paramjit Singh Narang  	co-opted member

In Attendance:	Mr A McGarel       Executive Director – Finance and Corporate Services 
			Mr A Strickland     Scrutton Bland, IAS
			Ms Leisyen Cox    Scrutton Bland, IAS
			Mr D Warriner        MacIntyre Hudson, FS & Reg Auditor		        
			Mrs A Lewis	        Clerk to the Corporation
			Mr R I Millea FCA Deputy Clerk

The Clerk took the Chair for the first three items on the agenda.

1. Apologies for Absence

Apologies for absence were received from Mr Y Goolamali, Ms R Klass, Mr P Goddard  (Scrutton Bland) and Mrs L Barling (Macintyre Hudson).

2. Standing Orders

Members confirmed that no declarations of interest arose in connection with the agenda. The internal and external auditors both confirmed that they did not require to speak privately to the Committee without management being present. 

3. Election of Chairman

The Committee unanimously elected   Mr D O’Halloran as Chairman of the Committee for the academic year 2011/12.

The Committee noted that Mr B Neagus would have to leave the meeting early and, on his departure, the meeting would become inquorate as two Corporation members must be present. The position was noted and the Chairman rearranged the agenda so that items 4,5,6,7(a),7(c),7(d) and 10 were dealt with before Mr Neagus left at 9.25 am, these items requiring decision.

Further, it was decided to suspend Standing Orders to enable the meeting to continue to discuss the other items on the agenda, which did not require a decision. It was noted that the absent members of the Committee had received the papers and had had the opportunity to submit questions in advance.  



4. Urgent Business

The Executive Director – Finance & Corporate Services reported on a recent SFA audit of the Train to Gain scheme, which was unsatisfactory. Issues about the validity of the evidence supporting claims by the College were found to be inadequate and the extension of their examination to 100% of work done by the logistics team in the College.

The external auditors (MacIntyre Hudson) have been appointed to fully investigate this matter and report back within the next two weeks. Any further action will then be considered. It is confidently believed that the clawback arising from this matter is likely to be no more than £90,000.

5. Minutes of the Meeting held on 10 May 2011

The minutes of the Meeting held on 10 May 2011 were APPROVED and SIGNED by the Chairman.

6. Matters Arising

A summary of the responses from members of the committee in respect of the performance review of the external auditors was distributed. All of the responses were satisfactory and favourable.

It was noted that the Corporation had approved at its last meeting the recommendation of this committee as to the re-appointment of Scrutton Bland as the internal auditors of the College for 2010/11-2012/13.

The Clerk confirmed that the minutes of the meetings of this committee will not be circulated to all other members of the full Board. It was noted that the Clerk prepares for the full Board a report of the proceedings of this Committee which is tabled at each Corporation meeting.

7. Internal Audit  (Paper AU.11.12)

(a) Internal Audit Progress Report 2010/11

The Committee RECEIVED the Internal Audit Progress Report 2010/11. It was noted that all the reports planned for 2010/11 have been completed by IAS and delivered to the Committee, save for a report on Lecturer Deployment an Room Utilisation, which was deferred at the request of management.  It is scheduled to be carried out in the near future.

(b)  Final Internal Audit Reports

The Executive Director – Finance & Corporate Services and the Internal Audit Service presented the following internal audit reports:

1. Student Records – Curriculum Planning

The aim of this audit was to ensure that the actions taken to implement the recommendations that have been made by FE Associates following their review of Management Information are appropriate and the curriculum planning process for 2011/12 is robust and fit for purpose.



The assurance level was significant (2 of 5) that governance, risk management and control arrangements provide significant assurance that the material risks are managed effectively. The Committee was mindful of the FE Associates review (sponsored by AoC), the reduction in FE funding and an internal view that there were opportunities to increase the effectiveness of the services provided by Information Services and that this has culminated in a restructuring of that Department to provide better team working.

2. Student Records – Individualised Learner Records

The aim of this audit was to ensure that the processes in place surrounding Individualised Learner Record production are robust.

The assurance level was significant (2 of 5) with the report considering that good processes are in place to produce the ILR and to ensure its accuracy.
One low risk recommendation arose regarding the production of DSAT reports for the employer responsive funding returns.

3. Financial Controls

The aim of this audit was to ensure that accurate, transparent and appropriate processes are in place surrounding cash receipts and to confirm that debts owed to the College are recovered in a timely manner, to ensure that consistent processes are in place across all College campuses for the authorisation and processing of the monthly payroll and to ensure that the processes in place for contracting and tendering are robust and adequately controlled and managed.

The assurance levels were significant (2 of 5) for income and debtors and payroll and strong (1 of 5) for contracting and tendering.

One medium risk recommendation was raised relating to the following up of outstanding debts and one low risk recommendation relating to the production of a month end payroll checklist.  Two low risk recommendations were reinstated made during a previous review of cash handling in December 2008. 

Members were concerned with the level of debts over six months which, at 5 July 2011, stood at £775,972 and against which a significant bad debt provision may well be necessary in the accounts of the College for the year to 31 July 2011. The ~Executive Director was asked to report back on this issue at the next meeting.  

It was noted that testing was not carried out in respect of completeness of income, the testing being carried out from the invoicing instructions initially sent to the Finance Department. The procedures and processes in place for raising invoices upon receipt of the instruction by the Finance Department were reviewed.

4. Risk Management

The aim of this audit was to determine the maturity of the College’s Risk Management framework. The approach was to carry out an assessment of the framework against the key characteristics stated in the Institute for Internal Auditors document – ‘An approach to implementing Risk Based Internal Auditing’.





The assurance level was significant (2 of 5) but it was noted that no opinion was able to be reached on the statement ‘managers provide assurance on the effectiveness of their risk management as the College managers are in the process of producing the departmental risk registers which will lead to the overall departmental risk register’. A recommendation has been made to help this to be addressed once the overall register has been completed.

Three low risk recommendations have been raised, relating to combining the College’s two Risk Registers into one integrated central Risk Register, enhancing the accountability of managers over Risk Management (embedding risk throughout the organisation) and providing additional training to managers to enable them to do this.

5. Corporate Governance

The aim of this audit was to ensure that members of the Corporation are able to make appropriate decisions based on a clear definition and delegation of authority, that key documentation is appropriately approved by the Corporation and that effective audit arrangements have been put in place.

The assurance level is strong (1 of 5). No recommendations were raised.
One minor value added point was made. 

6. Human Resources

The aim of this audit was to review the effectiveness of the leadership and management relating to this year’s staff cost efficiency exercise, to ensure that appropriate staff vetting processes are in place and incompliance with safeguarding legislation and to ensure that staff absence is adequately managed and controlled. 

These aims were suggested by management and agreed to by IAS.

The assurance level is strong (1 of 5) in respect of the management of the staff cost efficiency exercise. No recommendations were raised in this area.

The assurance level in respect of the other two aspects of the review (absence and staff vetting processes) is limited (4 of 5). 

Some significant weaknesses were identified in respect of pre-employment checks.  As a result, one high risk recommendation was raised, one medium risk and two low risk.  In addition, one value added point was noted. Regarding the review of sickness absence etc, two medium risk recommendations and three low risk recommendations were made, all agreed by management.  

The high risk recommendation on pre-employment checks was that steps should be taken to request CRB checks for all new staff members as soon as possible after acceptance and prior to the commencement of employment in all cases.  A risk assessment form should be developed and completed for all staff members commencing employment where CRB disclosure is still outstanding prior to their start date.

The College acknowledges the point but considers the matter not a high risk as a process is in place to vet all staff prior to commencement of their employment for the reasons noted in their response to the detailed recommendation. There is, prima facie, a gap in perception here between IAS and the College, which primarily focuses on obtaining CRB checks prior to employment beginning. The College acknowledges that obtaining CRB checks before employment commences is desirable and they are obtained as soon as possible, meanwhile all new employees are risk assessed.

The Committee were not satisfied with the College’s responses to the high risk recommendation raised by the IAS. The Committee were clear in their agreement with the assessment of the risk by IAS. The Committee expect improvements in this area to be made quickly and asked IAS to review this again during their 2011/12 work plan.   

In response to a member question, IAS stated that the issues found were specific to the brief of their work and did not signal wider problems in the HR department.

A member raised the issue about the depth to which the College should investigate documents provided in support of qualifications by job applicants and the view was that independent evidence should be obtained from awarding bodies by the College, not just having sight of information provided by the applicant.

(c) Internal Audit Annual Report 2010-11

Scrutton Bland presented the Report to the Committee for consideration and the Committee, after discussion, RECOMMENDED that the Report be approved by the Corporation at its meeting in October.

The Committee NOTED that, in the opinion of the internal auditors, Scrutton Bland, for the year ended 31 July 2011, South Essex College:

· has adequate and effective risk management processes
· has adequate and effective control processes
· has adequate and effective governance processes

to manage its achievement of the College’s objectives.

(d) Provisional Internal Audit Strategy 2011-14 and Internal Audit Annual Plan 2011-12

The IAS explained that the strategy and plan follows LSC guidance (which hasn’t been amended, since the LSC was abolished) and covers those areas which are prescriptive under the LSC Audit Code, both as to timing and frequency. They explained the areas planned to be covered over the three years of the strategy, including the specifics for this year. A total of 64.5 days is planned for this year. 

In the light of a likely Ofsted inspection in Spring 2012, it was agreed that the planned Safeguarding audit be carried out before then and it was also felt desirable that the Human Resources audit (including a follow up of the items identified this year’s report) be carried out expeditiously. 

The Committee received the above documents from the Internal Auditors and, after discussion, RECOMMENDED that they be approved by the Corporation at its meeting in October. 

8. Implementation of Previous Audit Recommendations  (Paper AU.11.13)

The Committee RECEIVED and NOTED a report from the Executive Director – Finance & Corporate Services of actions taken since the last meeting to implement previous audit recommendations. The Committee AGREED that future reports should not include follow up on low risk recommendations.

9. Corporate and Risk Management Monitoring Report  (Paper AU.11.14)

The Executive Director – Finance & Corporate Services presented his report covering an update against the Action Plan for 2010-11, an update on primary risks in the Risk Register and the Risk and Disaster Management Plan for 2011-12 including an update on embedding Risk Management.

He also provided a verbal update concentrating on learner enrolment for 2011/12 (currently below target) and the building project and sale of Woodview in Thurrock, which was ratified by the full Board on Monday 3 October, and security risks in Basildon which might arise from the forthcoming traveller eviction on 19 October.

The Committee expressed an interest in having access to the full Risk Register and it may be this could be achieved through e-governance mechanisms (see AOB below).

His report was NOTED.

10. Committee Matters (Paper AU.11.15)

The Committee reviewed its Terms of Reference, a revised draft of which was included in the papers. The Clerk explained the proposed amendments, which included ensuring consistency, where relevant, with other committees of the Corporation.

The Committee AGREED the revised Terms and RECOMMENDED that they be put to the Corporation for their approval at their meeting on 3 October. 

11. Any Other Business

a. The Clerk suggested to the Committee whether they would like to investigate moving to an electronic basis for distribution of papers and providing access, on a controlled basis to College information through the College’s intranet system. The Committee was interested in this suggestion and the Clerk was asked to take it forward, noting that a model is being offered by West Herts College on e-governance generally.
b. The Chairman asked IAS for their view on the College’s governance in the context of the proposed Code of Governance being promoted by the AoC. IAS indicated that they have not carried out any such review at this early stage, but they reiterated their findings expressed in their report under 7(b) above.  

12. Date of Next Meeting

Tuesday 15 November 2011 at 8.30 am. It was noted that in future Audit & Risk meetings would, if possible, occur on a Tuesday after Policy & Resources meets on a Monday evening.


There being no further business, the meeting terminated at 10.20 am.  
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