HARTLEPOOL COLLEGE OF FURTHER EDUCATION

Minutes of the meeting of the Audit Committee held on Wednesday 26 June 2019 at 5.30pm in Conference Room 4
	Present:               
	Mr S Irvine [Chair]

	
	Mr  S Salvin



	Also Present:
	

	
	Mr D Hankey

Mrs K Dales

Ms L Robson
	[Principal]

[Assistant Principal:Finance]

[RSM UK Audit LLP] 

	
	Mr R Barnett
Mrs C Menzies
	[RSM Audit Risk LLP] 

[Minute Clerk]


	1
	Apologies for absence
Apologies received from A Theakston, M Roberts, J Regan, P Church and A Gillham.
S Irvine welcomed members to the meeting the first with him as Chair.



	2
	Declarations of interest relevant to the business of the meeting
There were no declarations of interest.  SI has previously registered his declarations of interest with the Clerk for his employment at North Tees and Hartlepool NHS Foundation Trust.


	3
	Minutes of the meeting held on 14th November 2018
The minutes were approved and signed by the Chair.
SI explained the March meeting was cancelled due to timings of internal audits meaning there were no reports ready to be reported to the committee at that time.


	4
	Matters arising and action points
The health and safety actions are being followed up by the Health and Safety Manager appointment in February/March this year.
Changes to the risk register have been made and will be reported under agenda item 10.



	5
	To consider the RSM reports below:
5.1 Course and Tutorial Procedures

This internal audit was requested by DH last year to give assurance of procedures. The outcome was 6 medium and 1 low action.  RB provided an overview of the actions as per the report and is content that suitable management action plans are in place.
SI questioned the admin controls for the action relating to SMART targets on Pro-Monitor.  DH explained that even though learners are aware of their targets at the end of the year the process needs to be tightened to break these down throughout the year and document clear target setting.
KD confirmed the audit was requested as Executive Committee thought there were inconsistencies with the process.

SI referred to page 12 of the report and the limitations of scope particularly the ‘agreed upon procedures’ clause and not a formal assurance level or opinion.  SI suggested a mechanism of assurance needs to be agreed as the Audit Committee will need to give assurance to the Board as part of the year end accounts.  RB confirmed that an end of year report can be provided from RSM as a guide to progress.
5.2 Key Financial Controls: creditor payments

This audit resulted in 3 medium and 1 low risk recommendation all of which were accepted by the management team.  KD reported that when the new finance system was implemented around 3 years ago there were appropriate levels of authority entered into the system but not written in a policy and approved by College Leadership Committee [CLC].  This has now been produced and will go to CLC for approval on 5th July. Action 4 relating to new suppliers and changes to supplier details identified the need to have a segregation of duties as this is a possible fraud risk and a priority.
KD confirmed that a good strong control framework was in place and all recommendations will have been implemented apart from the review of accounting instructions and financial procedures.

SI sought assurance that changes to supplier details are verified by contacting suppliers on their original details not on the contact details on the new notification. KD confirmed this is the process.

SI also queried whether there was adequate separation of duties in the process. SI sought assurance that all of the samples tested were confirmed as genuine supplier amendments.  KD confirmed this was the case.
5.3 Post 1 May 2017 Apprenticeship Framework Review
Commercially sensitive.
5.4 Follow up of previous Internal Audit Management actions

This audit covered 4 areas, and identified 15 actions, 5 high, 7 medium and 3 advisory.  To date 9 are fully implemented, 4 are ongoing and 1 not implemented so these are included in the new action plan.  RB stated that overall reasonable assurance is given and he is happy with the implementation dates.  SI questioned the reason for some of the actions being 1 year overdue.  KD confirmed this was mainly due to the Health & Safety Manager at the time being on sick leave then subsequently leaving meaning a replacement Health & Safety Manager needed to be appointed.  Follow up of the learner journey actions were delayed as the Head of Student Support left a new appointment then later withdrew resulting in a second advertisement to recruit.  Delays with actions for cash were due to the significant volume of work due to the SPA and subsequent intervention process which placed significant pressure on college resources, however these have now been completed and business continuity is partially complete.  
SI questioned the lead person for these actions as three people are detailed on the report.  KD confirmed that she was the lead person as she was the senior manager in charge of IT and Data.

KD informed that a training session took place on 14th June for the IT Disaster Recovery Plan with Executive Committee and senior manager.

Progress is being monitored for all of the actions detailed on these reports using the audit tracking sheet circulated at this meeting for information.



	6
	To consider the Internal Audit Progress Report
RB confirmed this report is 100% complete for this year.


	7
	To consider the Internal Audit Plan 2019/20
RB identified the key areas and rationales on pages 2 and 3 and the scope on page 4 of the report.  RB asked members if the scope was still fit for purpose and if it covers the key areas explaining this is a live document which can be amended at this committee.  KD advised that FE Commissioners have suggested an independent audit of governance arrangements and if an outside body cannot be found then internal audit may be requested to carry this out.
SI asked the following questions:
· How does 33 days compare to other colleges – RB responded 45-55 is the norm but colleges are also not required to have internal audit
· How does £465 per day compare to next year’s fees – RB prices to increase in line with CPR rate

· SI asked members if they are happy to approve – committee approval given

· Should any amendments be required e-mail approval from members to be sought



	8
	To consider the External Audit Plan for year ending 31.7.2019 and associated financial reporting update
LR explained the report follows the same format as in previous years highlighting the engagement objectives on pages 2 and 3.  LR highlighted the risks particularly relating to LGPS, going concern, loan covenant, ability to pay debts as they fall due, management override controls and ESFA intervention.  LR stated forecasts are in place with small margins of profit expected.
SI asked KD to identify any areas of concern to which she responded the FE Commissioner provision review timescale given the fact ministerial approval is required and the fact the scope is not known.  KD advised the financial plan will go to Finance and General Purposes Committee next week and Board the following week but it is expected the college will operate as a going concern for at least 12 months.

LR confirmed that base fees will remain the same as she is mindful of the financial challenges the college is facing but there may be a one off additional fee should additional work be required.

LR drew attention to page 12 showing the matters brought forward relating to fixed assets and recovery of subsidiary balance.
The new Audit Manager will be Suzanne Wilson [replacing Anthony Gillham].
The plan was approved by the committee.



	9
	Review Risk Management Policy for recommendation to Board
KD stated that no amendments have been made however it is a requirement of the Board to review the policy annually.  
SI mentioned section 6.5 and Audit Committee need to report emerging issues to the Board.  The new audit tracking sheet [circulated at this meeting] is to be used to track any areas of concern moving forward.
The policy was approved by the committee.


	10
	To consider the risk register [standing item]
KD has included both versions as a review of the Strategic Plan is being done by DH and it is felt that some risks needed to be reviewed.  New risk areas added relate to recruitment to form a competitive advantage and a cash flow recommendation from Finance and General Purposes Committee.  This is the first revised version and KD is working on the final version for the Board meeting.  SI questioned the target risk rating of item 11 flagged red which KD/DH believe is correct given the number of external issues affecting the organisation.  SI commented on the revised format which takes into consideration accountability, has clear timescales and has transparency saying it was much better.  KD confirmed to SI that the register included the findings of the FE Commissioner.
The risk register was approved to be sent to the Board in the revised format.



	11
	To receive and consider any risk reports from committees
No risk reports to consider.


	12
	Any other business

DH requested that future Audit meeting papers be circulated electronically to members.  This was approved.


	13
	To note the date and time of the next meeting: 

Wednesday 13th November 2019 at 5.30pm at which F&GP members will be invited to attend 


	
	Meeting without external advisers (standing item)

Not required.


………………………………………

CHAIRMAN

Action points from the meeting on 26th June 2019
	 No
	Item


	By Whom
	By Date

	5
	Budget levels of authority to go to CLC 
	K Dales
	5th July 2019

	5
	Consider mechanism to assure the Board on the outcomes of internal audit reports
	S Irvine
	13th November 2019

	8
	Suzanne Wilson to replace Anthony Gillham
	C Menzies
	Immediately

	10
	Revised risk register to the Board
	K Dales
	9th July 2019

	12
	Circulate papers electronically
	AT/CM/DH/KD
	31 Oct 2019


