Approved Minutes


Colchester Institute Corporation

Minutes of a Meeting of the Audit and Compliance Committee
held on 24 November 2009
at the Sheepen Road Site

Present

	Christopher Bridge, in the Chair
Michael Dew
Ron McKay


	Kevin Prince

Gaye Pyman


In Attendance

	Alison Andreas
	Acting Director of Quality and Operations (East) (item 7.3 only)

	Jim Clarke
	Director of Corporate Services and Finance

	Danny Clough
	Principal and Chief Executive

	Sharon Gravener
	Scrutton Bland, Financial Statements Auditors (item 3 only) 

	Hazel Paton
	Clerk to the Governors

	Mark Smith
	Scrutton Bland, Financial Statements Auditors (item 3 only)

	Myroulla West
	Internal Auditor


Observer

	John Baugh
	Braintree College Corporation Board Member


Apologies for absence were received from Ken Leeson 
John Baugh was welcomed to the meeting. 

1. Declaration of any conflicts of interest regarding any items on the agenda

None.

2. Committee Membership
The Chair reported that he had received a letter from Tim Bailey indicating that due to a change in his work commitments he wished to stand down from this Committee.  Tim would, however, be retaining his links with the College through his role as a mentor in the Centre for Business and Management.  The Chair has written to Tim thanking him for his contribution to the work of this Committee.
It was noted that following a review of membership of the Board, this would have been Ken Leeson’s final meeting of the Committee.  Ken will retain his links with the College through his chairmanship of the Colchester Institute Foundation Trust.  Members expressed their thanks to Ken for his contribution to the work of the Committee, which the Chairman was asked to pass on.  

It was reported that the Search and Constitution Committee would be reviewing the membership of this Committee at its meeting the following day.  The College would have an enlarged Board following the merger with Braintree College on 1 January, and it is possible that some changes to the Committee membership would be made as a consequence.
3. Accounts 2007-08

The Committee received and considered:

· CIC/AC/09/3/ AUTONUMLGL  \e , Report and Financial Statements 31 July 2009, and

· CIC/AC/09/3/ AUTONUMLGL  \e , Financial Statements Auditors’ Management Letter on the Audit of the Financial Statements and Regularity Audit for the year ended 31 July 2009.

The Financial Statements Auditor presented the Report and Financial Statements, pointing out key areas and the audit implications:
· the underlying performance during the year was strong, with a 10% increase in income and staff costs kept under control.  Before adjustments for FRS17 and increased depreciation and interest payable the College recorded a surplus of £753k compared to £380k last year.  
· the accounts have been drawn up in line with Casterbridge, the LSC accounts direction.  Although in breach of financial reporting standards, the LSC want colleges to report all costs associated with aborted property strategies below the line in a true and fair override.  This is explained in the notes to the accounts.
· the adjustments made in the accounts last year for buildings that were going to be demolished as part of the property strategy have been reversed, as set out in Note 12.  The Finance and General Purposes Committee (F&GP) have agreed that the buildings will be reinstated on the balance sheet with the same economic life as they had at the time of the impairment.  This will be included in the Letter of Representation.

· the rental of the temporary building, which would have been charged to the Income and Expenditure account had the property strategy gone ahead, has been included with the other costs associated with the property strategy. The F&GP Committee has discussed how these costs will be treated in future years.

· the F&GP Committee considered the commentary to note 12, which is very factual, and agreed that a more detailed explanation of the process that the College went through in relation to the property strategy, and the LSC’s involvement, should be included in the introduction to the report.  The Principal confirmed that he would be revising the introduction, in consultation with the Chairman and the Chair of the F&GP Committee.
· the F&GP Committee has agreed to reduce the Capital reserve to £1m.
· the College still does not have agreement with the bank for the funds drawn down for phase 2 of the property strategy.  It was reported that the F&GP Committee have agreed to pledge the main campus as security for the loan, but could see no justification for the bank’s decision to increase the lending margin from 0.3% to 1.1% above LIBOR.  The F&GP Committee has asked the Director of Corporate Services and Finance to negotiate on behalf of the College and authorised him to reach agreement.   The College should reach agreement with the bank before the accounts are signed off.
· the Financial Statement Auditors require an up to date cash flow forecast before the accounts are signed off.  

The Financial Statements Auditor detailed the recommendations in the Management Letter arising from the audit together with the management response, and the schedules of adjusted and unadjusted errors.  These were accepted by the Committee.
The Principal, Director of Corporate Services and Finance and Internal Auditor left the meeting

The Committee met in private with the Financial Statements Auditors.
The Principal, Director of Corporate Services and Finance and Internal Auditor rejoined the meeting.
The Committee accepted the Financial Statements Auditors Report and AGREED to recommend the Financial Statements to the Board. 

4. Minutes

The Minutes of the meeting held on 10 June 2009 (CIC/AC/09/3/ AUTONUMLGL  \e ) were received and confirmed.  The Chairman signed the minute book.

5. Action Sheet and Matters Arising

None, other than on the agenda.
6. Follow up on Internal Audit Reports 

6.1. Educational Maintenance Allowance and Adult Learning Grant 
CIC/AC/09/3/ AUTONUMLGL  \e , Educational Maintenance Allowance and Adult Learning Grant follow up report, was received.  The Internal Auditor reported that unusually the three outstanding recommendations had not been followed up because she was aware that members of the Senior Leadership and Management Team (SLMT) were currently looking into ways of improving e-Register completion rates and was awaiting the outcome of this (Minute 7.3 below refers)
6.2. Payroll 
CIC/AC/09/3/ AUTONUMLGL  \e , Payroll follow up report, was received.  The Internal Auditor reported that unusually the two outstanding recommendations cannot be fully implemented and the College will have to accept the risks that this poses.  The Committee noted the difficulties in obtaining the information from the payroll system in a format suitable to fully implement the recommendation, and discussed at length the potential risk to the College and alternative ways of mitigating the risk.  It was agreed that the Chair would meet with the Internal Auditor, Director of Corporate Services and Finance and Director of Human Resources and Projects outside the meeting to try to resolve this issue. 
6.3. Credit Cards 
CIC/AC/09/3/ AUTONUMLGL  \e , Credit Cards follow up report, was received.  The Committee, satisfied that recommendations have either been implemented or alternative action taken, signed off the report.

6.4. Cash Income and Banking at Thomas Road
CIC/AC/09/3/ AUTONUMLGL  \e , Cash Income and Banking at Thomas Road follow up report, was received.  The Committee, satisfied that seven of the eight recommendations have been implemented and the last one is in progress, signed off the report.

7. New Internal Audit Reports

7.1. Debtors 2008-09 
CIC/AC/09/3/ AUTONUMLGL  \e , Debtors Audit Report, was received and noted.  The overall rating for the College’s debtors system is Satisfactory.  A follow up report will be received at the next meeting.  

7.2. Expenditure 2008-09 
CIC/AC/09/3/ AUTONUMLGL  \e , Expenditure Audit Report, was received and noted.  The Internal Auditor reported that although the Expenditure system at the College was rated as Weak at the time of the audit, most of the recommendations have now been implemented or are in progress and the Expenditure system is now rated as Satisfactory.  

The Acting Director of Quality and Operations (East) joined the meeting

7.3. e-Registers
CIC/AC/09/3/ AUTONUMLGL  \e , e-Registers Audit Report, was received.  The Internal Auditor reported that at the time of the audit e-Registers were not always being completed on a timely basis.  Since the audit the SLMT have been working to resolve the issue.

The Acting Director of Quality and Operations (East) reported that good progress has been made.  Previous technical problems with the e-Register system, although not significant, have been resolved and the barriers to completion of the e-Registers have been identified and removed.  Following a thorough review and research of practice in other colleges, and with appropriate safeguards in place, it is now possible for staff to access an e-Register not issued to them.  Previously only the person timetabled to teach a session could access a register, which caused delay if someone else took a session for any reason.  A weekly report has just been made available on desktops to Curriculum Managers, Heads of Centre and the Directors of Learning identifying lecturers who have not marked registers by the end of the week.  
It was agreed to delay the follow up to this report until the second half of next term, to allow time for the new procedures to become established.  
The Acting Director of Quality and Operations (East) left the meeting

7.4. HE Funding  
CIC/AC/09/3/ AUTONUMLGL  \e , Higher Education Funding Audit Report, was received and noted.  The overall rating for Colchester Institute’s management of HE Funding is Satisfactory.  Some issues were identified, particularly to do with the College’s relationship with the University of Essex, which are being addressed by the Director of Learning:  HE.
7.5. Information Accessibility and Security
CIC/AC/09/3/ AUTONUMLGL  \e , Information Accessibility and Security Audit Report, was received.  It was noted that a number of weaknesses were identified which are being addressed by the Head of Network and Information Systems.  

8. Internal Audit Annual Report 2008-09
CIC/AC/09/3/ AUTONUMLGL  \e , Internal Audit Annual Report Year Ended 31 July 2009, was received, considered and accepted for recommendation to the Board.  On behalf of the Committee the Chair thanked the Internal Auditor and her team for their work and the assurances that they provide the Committee and the Corporation Board.  

9. Audit and Compliance Committee Annual Report to the Board

CIC/AC/09/3/ AUTONUMLGL  \e , draft Audit and Compliance Committee Annual Report to the Board and Chief Executive for the period 1 August 2007 to 31 July 2008, was received, considered and approved for submission to the Board.  

10. Regularity Audit Self Assessment Questionnaire 2008-09
CIC/AC/09/3/ AUTONUMLGL  \e , Colchester Institute Regularity Audit Self Assessment Questionnaire 2008-09 was received, considered and APPROVED.  

11. Financial Management and Control Evaluation

CIC/AC/09/3/ AUTONUMLGL  \e , Financial Management and Control Evaluation annual return for Further Education Colleges (FMCE), was received and considered.  The Committee agreed the overall self assessed grading of Good and approved the FMCE for submission to the Board.  

12. Financial Regulations and Associated Procedures 2009-10
CIC/AC/09/3/ AUTONUMLGL  \e , summary of changes to the Financial Regulations and Associated Procedures (FRAP) 2009-10, was received and accepted.  It was noted that the changes had previously been reviewed and agreed by the Finance and General Purposes Committee and reported to the Board.  
13. Risk Management

CIC/AC/09/3/ AUTONUMLGL  \e , Significant Risks Action Plan as amended following a meeting of the Risk Committee on 22 October 2009, was received and considered.  It was reported that there is now an effective system in place for each Centre to report potential risks to their area, which are considered by the Risk Committee for possible inclusion on the College’s risk action plan.   Following a review and risks and weightings, a number of changes have been made to the Significant Risks Action Plan.
14. Reports under the College’s Fraud Policy

It was noted that there had been no reports of suspected fraudulent or irregular acts under the College’s Fraud Policy during 2008-09.

15. Date of Next Meeting

Tuesday, 2 March 2010 at 4.30 pm

16. Any Other Urgent Business

None.

Part II – these minutes are non confidential although some of the supporting papers may be confidential.

17. Part II Minutes

The Part II Minutes of the meeting held on 10 June 2009 (CIC/AC/09/3/ AUTONUMLGL  \e ) were received and confirmed.  The Chairman signed the minute book.
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