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Newham Sixth Form College

Audit Committee

Minutes of the meeting held on Tuesday 18th November 2008

Present:


Philip Dewe (Chair)

Buzzacott: 


Hugh Swainson

Bentley Jennison: 
Chris Harris, Gary Clifford

In attendance:
Orville Gardener (Assistant Principal – Resources and Development), Cynthia Cohen (Interim Finance Manager),


Paul Baglee (Clerk)

Apologies for absence were received from Jason Fergus, Gay Harrington, 
Naresh Proddaturi and Mitch Karunaratne

1. Status of the meeting

It was noted that the meeting was inquorate.  The Chair agreed that it should proceed and that he would make recommendations about the reports presented to the next meeting of governing body. 

2. Declaration of interests

There were no pecuniary interests declared.

3. Draft management letter from financial auditors and final accounts 2007/08

The Chair received and considered the draft management letter from the financial auditors and the final accounts for 2007/08, which had been accepted by the Finance and General Purposes committee. The Chair also welcomed 
Hugh Swainson from Buzzacott, the financial auditors, to the meeting.

The Chair was advised that for accounting purposes the college and Stratford Circus were separate entities and therefore had separate accounts. 
Hugh Swainson highlighted that because of a high turnover of staff on the finance team this year’s audit had been a challenge for the team because of a lack of consistent staff.  However all deadlines had been met and he thanked the finance team and the college management team for their co-operation.
The remaining outstanding issue with the accounts had been resolved and the financial statement for the college was now finalised. The outstanding issue related to the calculation of the costs of additional depreciation and the impact of this was to reduce the surplus of £258k to a break even position. There had been significant growth in the activities of Stratford Circus and the income had increased from £31k to £94k over the last year.

The Chair noted that a majority of the points raised by the auditors had already been implemented by the college.  However the accounts highlighted an increased number of debtors at Stratford Circus, which was being addressed, and a deficit in the local government pension scheme of £1.1 million.  As this had been in credit in the previous year, the college would engage an actuary to investigate this deficit in order to provide a better understanding of the position.

It was noted that the outcome of the audit meant that the college should retain its grade ‘A’ financial status and that it should be classified as Category 1 under the Learning and Skills Council Framework for Excellence Health Model.

The Chair congratulated the college on a successful audit and agreed to recommend that the draft management letter and final accounts be accepted by the governing body.

4. Regularity audit
The committee received and considered the report of the regularity audit for 2007/08.

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

At the conclusion of this item Mr Swainson was thanked for his attendance and he left the meeting.

5. Minutes of the meeting held on 3rd June 2008

The minutes of the meeting held on 3rd June 2008 were agreed as an accurate record and signed by the Chair.

6. Minutes of the meeting held on 23rd September 2008

The minutes of the meeting held on 23rd September 2008 were agreed as an accurate record and signed by the Chair.
7. Audit committee annual report

The Chair’s draft report on the work of the committee in 2007/08 was received and accepted, subject to typographical amendment.  It was agreed that the report should be submitted to the governing body.
8. Annual report of the internal auditor 2007/08
The Chair received and considered the annual report of the internal auditor for 2007/08.

The Chair noted that overall the report concluded that: “we are satisfied that sufficient internal audit work had been undertaken to allow us to draw a reasonable conclusion as to the adequacy and effectiveness of Newham Sixth Form College’s risk management control and governance process.
In our opinion for 12 months ended 31st July 2008 Newham Sixth Form College:

· has adequate and effective risk management processes;

· has adequate and effective control processes; and

· has adequate and effective governance processes

to manage the achievement of the organisation’s objectives”. 

The Chair questioned whether an adequate assurance indicated that the auditors had concerns.  Chris Harris explained that an adequate assurance was a high assurance for Bentley Jennison, particularly as the company had only worked with the college for one year.  It was noted that the benchmarked data for the college would need to show continued high performance over a longer period for a substantial assurance to be considered.

The Chair was advised that 32 recommendations had been made from the nine audit visits carried out in 2007/08 and only one of these recommendations was classified as fundamental. This arose from the review of HR recruitment and the recommendation would be implemented by early 2009 ready for a follow-up visit review later in the year.  

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

9. Performance of internal auditors against 2007/08 performance indicators and performance indicators for 2008/09

The Chair received and considered a report on the performance of the internal auditors in 2007/08 against the performance indicators previously set by the committee.

The Chair was advised that although the performance of the auditors was generally satisfactory, there had been a number of meetings with the audit manager to express dissatisfaction about the service.  Also a special meeting of the committee needed to be held in September 2008 to receive a report from an audit visit that was not submitted in time for the summer term meeting. Chris Harris acknowledged that discussions had taken place with the college regarding the quality of the audit reports.  However he advised the Chair that it was not his understanding that the special meeting of the committee in September 2008 had been convened to consider the report of the financial management and budgetary control audit visit.

The Chair agreed to recommend to the governing body that:

· the report on 2007/08 performance of the internal auditors be accepted

· the same performance indicators be used for 2007/08

· the internal audit function is put out to tender in 2009 with a view to the successful appointee taking up their role at the start of academic year 2009/10.

10. Report of first audit visit
The Chair received and considered the report of the audit visit on IT security and disaster recovery review. The auditors’ overall opinion was that the controls on which the college relies to manage these areas are adequate and effective.

The Chair was advised that there was a considerable difference of opinion between the college and the auditors in relation to the auditors’ decision to categorise a recommendation relating to compilation of an approved ICT recovery plan as ‘significant’.  The college considered that this recommendation should have been categorised as ‘merits attention’ as the processes and procedures for disaster recovery were in place and tested, as demonstrated in the audit, but the documentation had not been completed. The college was concerned that the categorisation of the recommendation as ‘significant’ implied that disaster recovery procedures were not in place and managers were also concerned that this recommendation was changed in the final audit report after a different agreement had been reached at the closure meeting with the auditors.  Chris Harris acknowledged the college’s view and advised the Chair that this type of recommendation would be consistently classified as ‘significant’.
The Chair was advised that the final documentation would be in place by February or March 2009 and ready for a follow-up visit later in the year.

The Chair undertook to report these matters to the governing body.

11. Implementation of Audit Recommendations
The Chair received and noted a report which set out the progress with the implementation of internal audit recommendations from 2007/08.

It was noted that work was progressing to implement the ‘significant’ recommendation from the HR visit that recruitment and selection training be put in place for all the staff involved. 

12. Review of risk management and the risk register

The Chair received and noted a report on the termly review of risk management and the risk register.

The Chair was advised that since the last meeting the following amendments had been made to the risk register:

· the achievement of successful outcomes for the Diploma qualifications (new addition)

· the capacity of the college to support its commercial operations (i.e. Stratford Circus, Circus Eats and the Stratford Centre Nursery) (new addition)

· overcrowding and pressure on college facilities and services (new addition)

· Amendments have been made to IT risks to reflect continuing advances in the network infrastructure

· the recruitment of college managers, especially in non-teaching areas
The Chair was advised that there were no significant changes to the college’s risk profile.

13. Timetable of agenda items January 2009 to December 2009
The Chair received and agreed a timetable of agenda items for January 2009 to December 2009.

14. Meeting dates 2008/09
The Chair agreed the following meeting dates:

· Spring  - 10th March 2009

· Summer - 2nd June 2009

All meetings to start at 6.30 pm

15. Orville Gardener

As Orville Gardener was due to leave the college at the end of November 2008, the Chair thanked him on behalf of the committee for his contribution and commitment to the college and he wished him well for the future.
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