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south essex college

FURTHER & HIGHER EDUCATION




Audit and Risk Committee
Approved Minutes 
Meeting held on Tuesday 1st March 2011 at 8.40am
Present:

          Mr D O’Halloran
 (Chairman)

Mr Y Goolamali

Mr B Neagus

                                          Mr P Stafford 

In Attendance:                 Mr A McGarel

(Executive Director Finance and Corporate

                                          




Services)

Mr M Vowles

(Head of Finance)
Mrs Lisa Barling
(MacIntyre Hudson, Financial Statements & 
Mr Dean Warriner
Regularity Auditors).
Mr P Goddard
(Scrutton Bland, IAS)

Observer:


Mr Peter Little

Ana Lewis 

(Clerk–Chaplin Frobisher Welling)

The meeting opened at 8.40am
1.
Apologies for Absence

Apologies were received from Ms R Klass and Mr Paramjit Singh (potential co-opted member). 
The Chairman welcomed Mr Bruce Neagus to his first meeting and Mr Peter Little as Observer.

2.
Urgent Business
There was none.

Mrs L Barling and Mr D Warriner
(MacIntyre Hudson, Financial Statements & Regularity Auditors(FSA)) and Mr P. Goddard (Scrutton Bland, Internal Audit Service(IAS)) joined the meeting 
3.
Standing Orders
At the request of the Chairman members confirmed that no declarations of interest needed to be made. Scrutton Bland, internal auditors, and MacIntyre Hudson LLP, Financial Statements and Regularity Auditors confirmed to the Chairman that they did not wish to speak privately to the Committee without management being present.

4.
Minutes of the Meeting held on 9th November 2010
The Minutes of the Meeting held on 9th November 2010 were APPROVED (subject to amendment to penultimate line of minute 8 – addition of “Thurrock and Southend” after “capital projects” and deletion of “m” after the final figure on the final line) and SIGNED by the Chairman.

5.
Matters Arising From Those Minutes
· The Chairman confirmed that there had been no changes made to the Financial Statements considered by the Committee and that the Consolidated Financial Statements of the College and its subsidiary for the year ended 31 July 2010 had been approved by the Corporation at its meeting on 6 December 2010 and the Accounts had been submitted to the SFA to meet their deadline of 31 December 2010.

· The FMCE had been approved by the Corporation for submission to the SFA.
· The amendments to the Risk Management Policy had been approved by the Corporation.

· The annual report for 2009/10 of the Audit Committee had been accepted by the Corporation.

· The Search Committee had met with the two potential co-opted members to the Audit and Risk Committee and both were to be recommended to the Corporation Board for appointment
6.        Financial Regulations Review
                                         
Paper AU.11.01

The Committee was provided with a copy of the Financial Regulations. The Executive Director Financial and Corporate Services reported that no changes had been made but that administrative changes to reflect the change of name of the Committee (to Audit and Risk Committee-s3 page 10) and personnel title changes were to be made.

The Committee NOTED the changes to be made to the Financial Regulations.
7.
Internal Audit






   Paper AU.11.02
The Committee noted the progress made against the 2010/2011 Internal Audit Plan, and that the report of “Computer Control Environment” had been completed but would await the completion of other works prior to presentation to the Committee.

The Executive Director of Finance and Corporate Services and the Internal Auditor presented the following internal audit reports:
(a)
Business Development
The aim of this audit was to ensure that a robust and proactive framework was in place to identify and manage business development opportunities and to successfully deliver in line with defined objectives.

The assurance level was ‘Provisional Significant’ that governance, risk management and control arrangements provided significant assurance that the material risks reviewed were managed effectively.  Some areas for improvement of the adequacy of the arrangements were identified. There were four ‘Low’ priority recommendations, three of which were accepted by management and one which required further discussion between relevant parties. One Added Value point related to the possible use of a traffic light scale to assess the likelihood of achievement of targets.
Mr M Vowles reported that a rolling forecast and discussion was undertaken on a monthly basis and that each line of revenue was linked to the management accounts to provide full departmental analysis.  The NOVA partnership was subject to detailed breakdown and was tightly controlled within the consortium.

A further visit was proposed at which time the further actions resulting from the merger would be completed, hence the assurance level was provisional.

The Committee suggested that a major risk to growth was competition and it was reported that major competitors were identified and that flexibility was key.

The Committee Accepted the Report.
(b)
Estates Management
The aim of this audit was to ensure that the maintenance and security of College Campus buildings was managed efficiently and effectively.  The review focused predominantly on Woodview (Thurrock) and Nethermayne (Basildon) Campuses.

The assurance level was “Significant” that governance, risk management and control arrangements provided Significant assurance that the material risks reviewed were managed effectively.  Some areas for improvement of the adequacy or operation of the controls in practice were identified. There were four ‘Low’ priority recommendations, relating to keys, CCTV policy/checklist, standardization of administrative procedures and maintenance schedules, all of which were accepted by management.

The Committee was disappointed to note the delay in the signing of contracts when works were underway which was felt to indicate a lack of attention to detail. The recent incidents at the Woodview Campus were considered noting the difficulties with access to a multi building site.  
· The Executive Director of Finance and Corporate Services agreed to provide to the Committee an insurance schedule showing levels of indemnity (which is taken to the Corporation Board as part of the Budget process).

The Committee Accepted the Report.
(c)
Management Information
This was a consultancy review to identify and document the key management information that was produced for Senior Management and Governors.  No assurance level is provided on such reviews. The review was occasioned as an error came to light when completing funding returns, in the counting of some 24 Learner numbers due to differing course codes of the two Colleges pre-merger.
The Committee was informed that, after the internal auditors had commenced their work on this topic, the College had decided to commission a separate report by a firm of Management Information specialists. It was agreed that, in order to ensure that the Committee has a full understanding of MI reporting throughout the College, a summary of the outcome of that report should be provided at a future meeting. 

It was felt that there was a need to embed ownership of the data to ensure consistency of source data and awareness of the critical nature of accurate information delivery. A table of key management information provided to the Corporation and sub Committees, identifying the responsibility holder and required frequency of reporting had been produced. One Medium Risk recommendation had been made seeking the production of a management information improvement action plan. Data mapping would raise awareness of the interdependence of data required for informed decision making. A number of Added Value points were outlined.

The Committee were advised of the FE Efficiency Innovation Fund which involved the co-ordination of four Colleges all of who were newly merged, to share information.  The Terms of Reference of a Committee had been agreed and once the review was complete a report would be brought to this Committee.
The Committee Accepted the Report.

8.
Health and Safety Audit Plan




   Paper AU.11.03

The Committee received the Schedule of identified main Health and Safety issues outlining the recommendations and Risk factor, the actions to be taken with due date for completion and status.  The Clerk reported that in relation to the provision of DATA training, all staff required to undergo such training had done so and only final assessment of the portfolios remained (not within the control of the College) to be completed.

The Committee RECEIVED the updated Health and Safety Audit Plan.
9.
Corporate Risk Management




Paper AU.11.04

The Committee discussed the Risk Register Update report. The Executive Director Finance and Corporate Services highlighted Risk Register reference 2.2 and reported that the College had submitted a ‘Business Case’ to the YPLA  to seek a changed maximum contract value arguing that the use of the historical pattern was not appropriate for a newly merged College. Should the YPLA only agree to fund 7,300 learners this presented a significant risk to the College which expected recruitment of over 7,700 learners.

It was reported that measures were being investigated to address the potential effects of the contract provision and funding formula upon staffing levels requirement.

The current position relating to the capital projects was noted.  The Committee queried the possible risk of reputational damage to the College due to the public perception that the College was responsible for the poor project management of the Elmer Square development.  The Executive Director Finance and Corporate Services agreed to raise this issue at the next project meeting  of the three partners which was due to take place at the end of the week.

The Internal Auditor informed the Committee that Scrutton Bland was to provide Risk Management training for the Committee at the next meeting of the Audit and Risk Committee.

· It was agreed that a copy of the Risk Register would be brought to the meeting.

The Committee NOTED progress against the Risk Management Action Plan 2010/11.

10.
Implementation of Previous Audit Recommendations
Paper AU.11.05

The Committee NOTED a report from the Executive Director Finance and Corporate Services of actions taken since the last meeting to implement previous audit recommendations. 
11.
Committee Matters                                                               Paper AU.11.06


(a)
Performance Review – Internal Audit Service
Committee Members returned to the Clerk completed performance review documentation in connection with the Internal Audit Service, Scrutton Bland. These will be consolidated with responses from the Finance Team and the overall result presented to the next meeting.

· The Clerk agreed to work with the Chairman to consider an alternative method of performance review.

b)
Committee Terms of Reference
The Clerk confirmed that the Terms of Reference of the Committee had been adopted by the Corporation on 6 December 2010.

A member asked why the Annual Report and Financial Statements were submitted first to the Policy & Resources Committee and not directly to the Corporation Board from the Audit & Risk Committee. The FSA reported that it was the remit of the Audit & Risk Committee to consider the Financial Statements Auditors Management Letter.
· The Clerk agreed to prepare a report to the Committee outlining the responsibilities of an Audit Committee and the Policy and Resources Committee. The Chair suggested that this was a matter which could be raised with the newly appointed Chair of the Corporation.
The Terms of Reference of the Audit and Risk Committee as adopted by the Corporation were Noted.
12.
Any Other Business

The Clerk circulated the Eversheds Education Health and Safety Briefing dated 18 February 2011 outlining the outcome of the first case of Corporate Manslaughter.

13.     Dates of Meetings 2011

          Tuesday 10th May 2011

          There being no further business the meeting ended at 10.00am.

Signed ……………………………………………  Dated …………………………

Mrs L Barling and Mr D Warriner
(MacIntyre Hudson, Financial Statements & Regularity Auditors(FSA)) and Mr P. Goddard (Scrutton Bland, Internal Audit Service(IAS)) left  the meeting.

The Chairman thanked Mr P Little and Mr M Vowles for their attendance and they left the meeting.

The interview panel for the Financial Statements and Regularity Auditors tenders convened at 10.15am.  The panel comprised the Chairman, Mr B Neagus, Mr Y Goolamali, Mr P Stafford and Mr A McGarel. The Clerk to the Corporation attended.
11(c)
Tendering for Financial Statements and Regularity Audit Auditors
The Panel had been provided with full details of the tender proposals from four firms of Auditors. Tenders and presentations were received from all four firms. The Panel undertook a rigorous interview process using both pre-defined and open questions. An objective scoring process against a number of criteria for each firm was completed by each member of the panel following each presentation. Following the interviews the panel disclosed the individual scores and discussed the merits of all tenders received. All scores indicated that McIntyre Hudson LLP be re-appointed.
The Committee AGREED to recommend to the Corporation Board that MacIntyre Hudson LLP be re-appointed as Financial Statements and Regularity Auditors for a period of three years commencing year ending
31st July, 2011 subject to annual review.
            There being no further business the meeting closed at 12.15.


Signed……………………………………
Dated ……………………………    
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