Approved Minutes


Colchester Institute Corporation

Minutes of a Meeting of the Audit and Compliance Committee
held on 26 November 2008
at the Sheepen Road Site

Present

	Christopher Bridge, in the Chair
Ken Leeson
	Ron McKay

Gaye Pyman


In Attendance

	Jim Addison
	Director of Development and Operations (West) 

	Jim Clarke
	Director of Corporate Services and Finance

	Danny Clough
	Principal and Chief Executive

	Sharon Gravener
	Scrutton Bland, Financial Statements Auditors 

	Hazel Paton
	Clerk to the Governors

	Mark Smith
	Scrutton Bland, Financial Statements Auditors

	Myroulla West
	Internal Auditor


Apologies for absence were received from Tim Bailey, Michael Dew and Kevin Prince

Sharon Gravener and Mark Smith, Financial Statements Auditors, were welcomed to the meeting. 

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

None.

2. Accounts 2007-08

The Committee received and considered:

· CIC/AC/08/3/1, Report and Financial Statements 31 July 2008, and

· CIC/AC/08/3/2, Financial Statements Auditors’ Report to Audit Committee on the Audit of the Financial Statements and Regularity Audit for the year ended 31 July 2008.

In response to a question, the Director of Corporate Services and Finance outlined how the impairment write down of the buildings due to be demolished as part of the Property Strategy was calculated.

The Financial Statements Auditor suggested a number of areas which currently do not align with the LSC Casterbridge model:

· the LSC expect more detail about key performance indicators

· the Treasury policy and objectives should be expanded upon particularly with regard to the bank loan and banking arrangements

· the LSC model includes a section on principal risks and uncertainties which is currently not included.

The Principal commented that the report and accounts should be read in conjunction with other key documents such as the Self Assessment Report and Annual Review document which provide full information on the above.  The Committee noted the above and agreed to draw the comments to the Board's attention.  

The Financial Statements Auditor then presented the management Letter:

· Financial Performance – the business has grown significantly; the surplus for the year excluding exceptional items and FRS17 adjustment is better than target and very healthy.

· Review of staff costs – comparison of staff costs as a percentage of income is consistent with the figure for 2006-07.   

· Balance sheet – the balance sheet remains robust.  
· Pension liability – the Committee asked the Financial Statements Auditors whether they were comfortable with the way the College is addressing its obligations to the LGPS.  The College is making the additional payments requested by the Actuary.  Whilst the Board can query the assumptions used by the Actuary and possibly change them, in practice this is very difficult without specialist expertise on the Board.  

· Financial Health Group - a financial health self assessment using the LSC's guidance indicates that the College continues to fall in financial health group A.  It was noted that when put into the format for the new Framework for Excellence measure the College is showing as Outstanding.

· Procedural Recommendations – these were mostly minor and not a cause for concern.  The Committee discussed the recommendations relating to bank covenants and the risk of the main contractor for the ongoing building work finding itself in financial difficulty.  Whilst historically bank covenants have not been an issue, given the current financial climate there are reports, particularly with smaller business, of banks trying to withdraw funding if a covenant is broken.  Alternatively charges may be increased by as much as 2%.  The Director of Corporate Services and Finance confirmed that an additional schedule has been added to the Monthly Management Report to monitor compliance with all covenants.  He has also been in discussion with the bank to agree a minimal level for notifying the bank of capital expenditure and is awaiting written confirmation of what has been agreed.  It was agreed that the College should record by letter what has been said and agreed by phone or in meetings with the bank.  With regard to the main contractor, the Director of Corporate Services and Finance will review market intelligence on a monthly basis at project meetings.  It is believed the greater risk will be with sub contractors.  

Jim Addison, Jim Clarke and Danny Clough left the meeting

The Committee met in private with the Financial Statements Auditors and Internal Auditor.  

Jim Addison, Jim Clarke and Danny Clough rejoined the meeting

The Committee accepted the Financial Statements Auditors Report and AGREED to recommend the Financial Statements to the Board. 

3. Minutes

The Minutes of the meeting held on 2 July 2008 (CIC/AC/08/3/3) were received and confirmed.  The Chairman signed the minute book.

4. Action Sheet and Matters Arising

None, other than on the agenda.
5. Controls Management Report LSC Funding Audit for the year ended 31 July 2008

CIC/AC/08/3/4, Controls Management Report LSC funding audit for the year ended 31 July 2008, was received and presented by the Director of Development and Operations (West).  This was a pilot funding audit associated with changes to the funding methodology from 1 August and was carried out at the request of the LSC.  The College received a Good/Satisfactory rating for the ILR on a five point scale and an unqualified opinion on Work Based Learning.  The main issues arising relate to registers, which the College had been aware of through internal audit work, and registers are the subject of further internal audit work currently being carried out.
6. Follow up on Internal Audit Reports 

6.1. Health and Safety, Clacton 2006-07 
CIC/AC/08/3/5, Health and Safety at the College at Clacton follow up report, was received.  One recommendation was made in the report which has not yet been implemented.
6.2. Treasury Management 
CIC/AC/08/3/6, Treasury Management follow up report, was received.  The Committee, satisfied that all action points have been satisfactorily completed, signed off the report.

6.3. Student Union 
CIC/AC/08/3/7, Student Union follow up report, was received.  All the recommendations have been implemented.  However, given that the new Student Liaison Officer post, which was created to provide some form of continuity of staff with the Student Union, is currently vacant, this area will be kept under review.

7. New Internal Audit Reports

7.1. Educational Maintenance Allowance and Adult Learning Grant 
CIC/AC/08/3/8, Educational Maintenance Allowance (EMA) and Adult Learning Grant (ALG) Audit Report, was received and noted.  Due to the problems identified mainly with other processes within the College the overall rating for the administration of EMA/ALG is Weak.  The challenge for management is to ensure that registers are completed accurately and on a timely basis.  

7.2. Payroll 
CIC/AC/08/3/9, Payroll Audit Report, was received and noted.  The overall rating for the College's administration of the Payroll System is Satisfactory.  The Internal Auditor reported that given this is a new system, this is a good report and the HR department should be congratulated on this achievement.  

7.3. Corporate Governance 
CIC/AC/08/3/10, Corporate Governance Audit Report, was received.  The overall rating for the College's arrangements for the completion and submission of the SARQ (Financial Management and Governance Self Assessment Report Questionnaire) is Good.  Since the review was completed the LSC has made changes to the way it requires colleges to assess and evaluate their financial management and control arrangements and the SARQ will be replaced from January 2009 with a Financial Management and Control Evaluation (FMCE).  

7.4. Data Protection, Freedom of Information and Copyright 
CIC/AC/08/3/11, Data Protection, Freedom of Information and Copyright Audit Report, was received and noted.  The overall rating for the College's control arrangements for compliance with the Data Protection Act is Weak, and with the Freedom of Information Act is Good.  Due to time restrictions which limited work in this area, the Internal Auditor has not offered an opinion on the College's arrangements for compliance with copyright legislation.

7.5. Interim Report on Learner Numbers 
CIC/AC/08/3/12, Interim Audit Report on Learner Number Systems, was received.  The report presented the findings of the Internal Auditor on withdrawals.  Work in other areas is continuing in 2007-08, and the findings, together with an overall audit opinion, will be reported once the work has been completed.  

The Principal reassured the Committee that all Internal Audit Reports are reviewed by the Senior Leadership and Management Team and all action points are accepted and acted upon by the named members of staff.  

8. Internal Audit Annual Report 2007-08

CIC/AC/08/3/13, Internal Audit Annual Report Year Ended 31 July 2008, 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/08/3/14, 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 2007-08

CIC/AC/08/3/15, Colchester Institute Regularity Audit Self Assessment Questionnaire 2007-08 was received, considered and APPROVED.  

11. Financial Management and Control Evaluation

CIC/AC/08/3/16, Financial Management and Control Evaluation for Further Education Colleges (FMCE), was received and considered.  It was noted that the FMCE is a tool for further education colleges to use to self assess their financial management and control arrangements.  The results of the process, once validated, will provide an input to the Finance Dimension of Version 1 of the Framework for Excellence in 2008-09 and will also be used by the LSC for assurance purposes.  The Committee agreed the overall self assessed grading of Good and approved the document for signature by the Principal and submission to the LSC by the 12th December deadline.  

Danny Clough left the meeting.  

12. Risk Management

The Committee received and considered:

· CIC/AC/08/3/17, Risk Management Procedures, and

· CIC/AC/08/3/18, Business Continuity Plan

The Risk Management Procedures document will be distributed to members of the College Leadership and Management Team next week and training sessions will be arranged.  The College is now starting to embed risk management in its work, and risk management will be a standing agenda item at departmental management meetings.  

The Risk Management Procedures and Business Continuity Plan are supplemented by individual documents for each centre or department which includes their key risks, the procedures for identifying new risks, and their own business continuity plan.  The Internal Auditor said that in her opinion the College is complying with LSC guidance on this matter.

The Chairman suggested that there will be a need to check on how effective the implementation of the programme has been, and suggested that the Internal Auditor consider including this in the Internal Audit programme.  

13. Financial Regulations and Associated Procedures 2008-09

CIC/AC/08/3/19, Financial Regulations and Associated Procedures 2008-09, was received, considered and approved for recommendation to the Board.

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 2007-08.

15. Date of Next Meeting

Wednesday, 4 March 2009 at 4.30 pm

16. Any Other Urgent Business

None.
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