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Newham Sixth Form College

Audit Committee

Minutes of the meeting held on Tuesday 17 November 2009
Present:


Philip Dewe (Chair), Meg Dabasia, Jason Fergus, 

John Middleton, Daniela Jung
Buzzacott: 


Anvish Sarjani, Hugh Swainson

Bentley Jennison: 
Chris Harris, Gary Clifford

In attendance:
Mark Chester (Assistant Principal – Resources and Development), Eddie Playfair (Principal) 

Shashwati Majumdar Wilkinson (Finance Manager – items 2 and 3), Paul Baglee (Clerk)

Apologies for absence were received from Alec Kellaway.
1. Declaration of interests

There were no pecuniary interests declared.

2. Draft management letter from financial auditors and final accounts 2008/09
The committee received and considered the draft management letter from the financial auditors and the final accounts for 2008/09, which had been accepted by the Finance and General Purpose committee. 

The committee was advised by Hugh Swainson that the college had experienced a sustained period of staff changes.  This has particularly affected the finance team where a lack of continuity had made financial controls harder to maintain.  However, as the team was more settled, staff had worked hard to re-establish financial controls to the required level and to reconstruct the required financial data from 2008/09.  As a result, preparation for the end of year accounts had been more difficult than usual and a number of points had still to be finalised.  In response to questions from the committee, Mr Swainson explained that the remaining points did not affect the college’s end of year position and related to outstanding audit evidence and the rounding of figures.

Mr Swainson added that the college had finished the year with a deficit of £1.349 million.  Auditors had concluded that the 2008/09 budget was not an effective management tool.  It was noted that the college had calculated that the true end of year position in 2007/08 was more likely to be a deficit of £250k than the breakeven position previously reported.  Mr Swainson acknowledged the significant work had taken place to construct the 2009/10 budget and it was recommended that variances against this budget were monitored more rigorously.  In response to further questions from the committee, Mr Swainson explained that it was not part of the audit process for auditors to assure themselves as to the accuracy of the current budget.  In light of this the committee agreed that it would be useful to have an independent assurance of the accuracy of the college’s financial management monitoring systems during the course of the year.  

Mr Swainson advised the committee that Stratford Circus Ltd had made a profit of £42,332 which had been gift aided to the college.  Auditors had recommended that the college monitors the amount of staff time and effort on the company’s activities. Members were advised that the college had calculated that the value of its contribution to Stratford Circus was £300k, made up of £200k in cash and £100k in kind.

The committee noted that the college’s liability under the local government pension scheme was £1.401 million. This had increased by 18% from 2008/09.  The committee agreed that this liability should be added to the college’s risk register.

The committee also noted that in light of the college’s reserves and strong cash balances its financial health rating was “good”.

The committee thanked the auditors for their presentation and agreed to recommend that the draft management letter and final accounts be accepted by the governing body.  The committee also thanked the finance team for its work in reconstructing the budget college’s financial management controls.
3. Regularity audit
The committee received and considered the report of the regularity audit for 2008/09.

Hugh Swainson advised the committee that the regularity audit was unqualified and that the auditors considered that the college used its income for the purposes intended by Parliament.  The committee agreed to recommend that the report of the regularity audit be accepted by the governing body.

At the conclusion of this item, Mr Swainson and Mr Sarjani and were thanked for their attendance and they left the meeting.

4. Minutes of the meeting held on 3 June 2009
The minutes of the meeting held on 3 June 2009 were agreed as an accurate record and signed by the chair.

Matters arising:

a) Internal audit needs assessment, strategic programme and annual plan for 2009/10 (minute no. 5)

The committee noted that best practice advice on procurement had still to be provided to the college.

b) Outstanding actions
The committee agreed that a list of outstanding actions should be maintained at the end of the minutes.
5. Audit committee annual report

The committee received and accepted the committee’s draft annual report, subject to an amendment indicating that the chair was a non-practising qualified accountant.

The committee agreed that the report should be submitted to the governing body.

6. Annual report of the internal auditor 2008/09
The committee received and considered the annual report of the internal auditor for 2008/09.

The committee was advised that the work undertaken by the internal auditor had allowed them to draw a reasonable conclusion on the adequacy and effectiveness of the college’s arrangements.  Overall, on a RAG rating system, governance and control had been rated as green and risk management as amber.

Internal auditors had made 23 merits attention recommendations, three significant recommendations and no fundamental recommendations.  The committee asked that future annual reports contain the detail of any significant or fundamental recommendations, the required corrective action and the timescale for completion. 

The committee agreed to recommend that the report be accepted by the governing body.

7. Performance of internal auditors against 2008/09 performance indicators and performance indicators for 2009/10
The committee received and considered a report on the performance on the internal auditors in 2008/09 against the performance indicators previously set by the committee.

The committee was advised that the internal auditor had met the performance indicators for 2008/09 and the college wished to recommend that the indicators for 2009/10 be amended as follows:

· Performance indicator 1 – “Audit Needs Assessment” be replaced with “audit plan”.

· Performance indicator 3 – “FEFC/LSC” to replaced with “funding bodies”
· Performance indicator 8 – remove “college management to provide an overall report at the end of each year” as this was a task for the internal auditors.

In addition, the committee asked that a summary of auditors’ qualification and experience be included in the internal auditor’s annual report and that the detail of fundamental and significant recommendations should be listed in this report.

The committee noted that the college had yet to provide comparative information to demonstrate value for money. 

The committee agreed to recommend to the governing body that:

· the report on 2008/09 performance of the internal auditors be accepted

· subject to the amendments listed above, the same performance indicators be used for 2009/10, 
8. Updated strategy for internal audit 2009/10
The committee received and considered an updated strategy for internal audit in 2009/10
The committee was advised that the revised plan provided for fewer audit days, 32 (+ three contingency) in 2009/10, compared to 42 in 2008/09.  In view of the issues raised in the financial statements audit, the committee agreed that the plan should be further amended to carry out a review on the adequacy of budget monitoring. 
Subject to the inclusion of this additional audit, the committee agreed that the updated strategy should be recommended to the governing body.

9. Implementation of Audit Recommendations
The committee received and noted a report which set out the progress with the implementation of internal audit recommendations.

The committee was advised that there were two outstanding recommendations. Members noted that the full documented disaster recovery plan was in hand and due to be completed in spring 2010 and that revised financial regulations would be presented to the governing body to increase the de minimis level for capitalisation to £1000.

A further report on outstanding recommendations would be presented to the next meeting.

10. Review of risk management and the risk register

The committee received and noted an updated risk register.
The committee reviewed the higher level risks and noted that risks in relation to the college’s pension liability and potential changes to the funding arrangements in 2010/11 would be added.

The committee suggested that the college could add the residual risks arising from the action taken to manage the risks identified in the register and then rank the residual risks.  It was also suggested that the management of key risks should be spread evenly across the senior leadership team.
11. Timetable of agenda items January 2010 to December 2010
The committee received and agreed a timetable of agenda items for January 2010 to December 2010.

12. Meeting dates 2009/10
The committee agreed the following meeting dates:

· Spring  - 2 March 2010
· Summer – 8 June 2010
All meetings to start at 6.30 pm

Outstanding actions 2009/10
	Meeting date
	Minute no.
	Reference
	Date completed

	17.11.09
	2
	Committee to receive independent assurance of the accuracy of the college’s financial management monitoring systems during the course of the financial year 2009/10.  


	

	17.11.09
	2 and 10
	Pension liability to be added to risk register.
	

	17.11.09
	4(a)
	Internal auditor to provide best practice guidance on procurement.
	

	17.11.09
	7
	Comparative information to be provided to demonstrate value for money.
	

	17.11.09
	10
	Potential changes to the funding arrangements in 2010/11 to be added to the risk register.
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