HARTLEPOOL COLLEGE OF FURTHER EDUCATION
Minutes of the meeting of the Audit Committee

held on Tuesday 10th November 2009 at 5.30pm in Conference Room 1.07
	Present:               
	Mr M Cottingham [Chair]

	
	Mrs H Watts

	
	Mr S Salvin

	
	Mrs J Regan


	Also Present:
	
	

	
	Mrs J Davies 
	[Assistant Principal: Finance]

	
	Mr A Theakston
	[Clerk to the Corporation]

	
	Ms C Leece
	Baker Tilly

	
	MS A Pankhurst
	Baker Tilly

	
	Mr D Moorhouse
	KPMG

	
	Mr J Robson
	KPMG

	
	Mr D Waddington
	Principal 


	1
	Apologies for Absence 

Apologies had been received from S Hutchinson of Baker Tilly.


	2
	Declarations of interest relevant to the business of the meeting
There were no declarations of interest.



	3
	Minutes of previous meeting held on 7th July2009 
The minutes were accepted as a true record and signed by the Chairman.



	4
	Matters arising and action points
None.


	5
	To consider and recommend for the approval of the governing body, the following items relating to the financial statements and regularity auditor, Baker Tilly:

· letters of engagement for Hartlepool College of FE

· letter of engagement for Hartlepool Business Development Centre Limited
The letter of engagement for the college and HBDC were considered and it was agreed to recommend them for approval of the governing body.



	6
	To receive the draft  consolidated reports and financial statements for the period 1 August 2008 to 31 July 2009

The draft consolidated reports and financial statements were considered by the committee.  It was noted that there was a deficit of £1.213m and positive reserves, excluding pension reserve of £1.106m.

It was noted that there were several amendments to make on page 13 (statement of corporate governance etc) regarding committees and their composition and it was agreed that the statement be amended accordingly.  This would be relevant in other items of the agenda.



	7
	To receive the draft HBDC Ltd directors’ report and accounts for the period 1 August 2008 to 31 July 2009
The draft HBDC Ltd report and accounts were considered.  It was noted that an operating deficit of £8k had been generated for the year which was largely attributable to  the general economic down turn and the competing demands for employer-related provision with T2G.


	8
	To receive, and recommend for the approval of the governing body, the internal audit annual report for 2008/09
KPMG highlighted the key areas in their internal audit annual report for 2008/09 and it was noted that whilst there was one review which was graded as weak (cash and banking) this did not affect the overall opinion that the college has adequate and effective risk management, control and governance processes to manage its achievement of its objectives.  The opinion ratings on page 7 showed 5 good, 1 satisfactory and 1 weak rating.  It was further noted that all previous recommendations had been dealt with.  It was agreed to recommend the report for approval to the governing body.


	9
	To receive, and recommend for the approval of the governing body, the following reports of the ILR assurance auditor, KPMG:

· ILR assurance substantive and DSAT report for 2008/09

· ILR controls and franchise spot checks report for 2008/09
KPMG highlighted the key areas of the substantive and DSAT report.  The high priority area was in respect of fee remission and the recommendation of KPMG had been accepted and checks would be instigated. Recommendations had been agreed and some already implemented.
Turning to the franchise spot check report the committees attention was drawn to the high priority areas i.e learning agreements and transfers, partnerships / franchise provision and it was noted that all recommendations had been agreed and some already implemented.

It was agreed that the two reports be recommended to the governing body for approval.



	10
	To consider and approve the following items relating to the 2008/09 regularity audit by the financial statements auditor, Baker Tilly:

· self-assessment questionnaire

· College responses to the self-assessment questionnaire
The committee considered the self assessment questionnaire and the college responses relating to the regularity audit.  It was agreed that it would be approved.


	11
	To review and approve the College’s self-assessment of financial management and control arrangements using the financial management and control evaluation (FMCE) and grades
The committee considered the self assessment of financial management and control arrangements and J Davies gave further explanation and advised that a very comprehensive file of evidence supported the reports.  All questions had been responded to positively.  The two self identified areas of improvement as detailed on page 3 were noted and the proposed actions.  It was noted that the completion of both was planned for the end of the year.
It was agreed that the form be approved.



	12
	To receive, and recommend for the approval of the governing body, the draft 2008/09 audit findings document of the financial statements and regularity auditor, Baker Tilly 
Baker Tilly elaborated on their draft 2008/09 audit findings document.  They advised that overall there were very positive comments.  Attention was drawn to the Accommodation Strategy on page 6 with regard to the new build and it was noted that whilst the treatment of comparative property costs departed from FRS3 requirement it had been necessary in order to comply with LSC requirements and Baker Tilly therefore approved this treatment.



	
	It was also noted that the issue identified as shown on page 10 in respect of the NETA income would be resolved shortly when the outstanding amount was paid, as the College anticipated.


	
	Baker Tilly also referred to the adjustments as detailed on page 14 but advised that they were simply re-allocations and would have no impact on the results for the year.  

It was agreed to recommend the document for approval of the governing body.



	13
	To consider and recommend for the approval of the governing body the 2008/09 letters of representation for Hartlepool College of Further Education and Hartlepool Business Development Centre Limited, as produced by financial statements auditor Baker Tilly
The letters of representation were considered and approved and recommended for the approval of the governing body.


	14
	To consider, and recommend for the approval of the governing body, the following risk management reports:

· progress against the 2008/09 risk management action plan 

· progress to date against the 2009/10 risk management action
JD advised that the Executive Committee regularly monitored risks and felt that the risk management systems in place were sufficiently established and robust and identify any areas of risk in sufficient time for action to be taken to mitigate them.  KPMG had also given the highest level of assurance – good – to the system.

The new risks were highlighted to the committee eg Flu Pandemic and Economic Downturn in part A, as were the re-assessed risks in part B (New Build):.  LSC approval, Decant Accommodation and LSC Capital grant rate.

Having discussed the above it was agreed that the annual review of effectiveness be recommended for approval of the governing body together with the progress/progress to date against the 2008/9 and 2009/10 risk management action plan.

Stuart Salvin left the meeting.



	15
	To consider the statement of corporate governance and internal control
The statement of corporate governance and internal control was approved subject to the amendments as noted earlier in the meeting to the composition of committees and the inclusion to reference the Curriculum and Standards Committee and Estates Committee.


	16
	To consider the statement of the responsibilities of members of the corporation
It was stressed that governors must be aware of and accept and understand their responsibilities as shown in the statement which included responsibility for financial statements, integrity of website and ensuring that income and expenditure was applied for proper purpose in accordance with the financial memorandum.
After discussion it was agreed to recommend approval of the statement to the board at its meeting in December.



	17
	To discuss, and recommend for the approval of the governing body, the audit committee’s annual report 2008/09
The annual report was considered and the other work undertaken was considered by KPMG and Baker Tilly was noted.
It was also noted that a payroll audit was required to be added to the lists of audit areas on page 2 and that there was a low recommendation considered with it.



	18
	To recommend for the approval of the governing body the draft annual reports and financial statements for Hartlepool College of Further Education and Hartlepool Business Development Centre Limited
The reports and financial statements, were recommended for the approval of the governing body.


	19
	To consider and recommend for the approval of the governing body, the following items relating to the internal and ILR assurance auditor, KPMG:

· the reappointment and remuneration (28 days @ £455/day = £12740 + VAT) of the internal auditor for 2009/10

· the proposed internal audit needs assessment, strategic plan and annual plan for 2009/10

· the proposal for ILR assurance services for 2009/10

· the reappointment and remuneration (£9950) of the ILR assurance services provider for 2009/10

· the engagement letter of the ILR assurance services provider 2009/10
All of the above were considered and recommended for the approval of the governing body.


	20
	To review the performance of the internal audit service and establish annual performance indicators for 2009/10
The management scores in respect of the performance of the internal auditors were considered and all were deemed appropriate and it was agreed that the criteria were appropriate also for 2009/10.


	21
	To review the update on progress against audit recommendations
The update on progress against audit recommendations was considered.  It was noted that once recommendations had been implemented and reviewed as such by the committee they were removed from the schedules. The recommendations from the ILR assurance reports, as discussed earlier in the meeting, with implementation dates of pre-November 2009 were all implemented.  It was also noted that the Executive had added two further recommendations as shown on page 13 and relating to the FMCE report.


	22
	To note date and time of next meeting: 
Tuesday 2nd March 2010.


	23
	Any other business

There was no other business.



