JOHN WHEATLEY COLLEGE

BOARD OF MANAGEMENT

AUDIT COMMITTEE

MINUTES
Minutes of the meeting held on 4 December, 2007 at 12.30pm in Room S/09, Easterhouse Campus.
1
Sederunt

D O’Brien (Chair);

H Ostrycharz; and

E MacArthur.

In Attendance:

A Kirk (Depute Principal) (until 2pm);

A Sherry (Assistant Principal) (until 2pm);

J Gow (Chief Finance Officer) (until 2pm);

R Stewart (Clerk to the Board);

M Blyth (Baker Tilly);

D Watt (KPMG);

A Taylor (KPMG); and

P Clark (for recording purposes only).

2
Apologies

I Graham (Principal);

R Lorimer; and 

A Macdougall

3
Terms of Reference 

Members noted the terms of reference for the Audit Committee.   It was confirmed that the meeting was quorate with 3 members in attendance.

4
Declarations of Interest

There were no declarations of interest expressed at this Committee meeting.

5
Minutes of the meeting held on 8 November, 2007 
The minutes of the previous meeting were taken as read.  They were accepted as an accurate record of the meeting held on 8 November, 2007.

6
Matters arising from the Minutes of the Previous Meeting.

There were no matters arising from the minutes of the previous meeting.

7 Correspondence 

a) Baker Tilly 
i) Internal Audit Needs Assessment 2007/08
M Blyth of Baker Tilly stated this document reflected discussions at the previous Audit Committee meeting and shows the current state of internal control at John Wheatley College.
The previous meeting of the audit Committee held on 8 November, 2007 agreed to the following:
(i) business continuity plan would be reduced to one day;

(ii) procurement of IT equipment would be revisited upon Baker Tilly’s completion of a two day plan.   If the Committee considered that this was insufficient an additional day would be allocated;

(iii) estates management would be addressed in session 2008/09; and

(iv) bursaries and student funding audit may be allocated to another  auditor as a value-for-money measure.
He reported that the total number of Audit days was therefore be reduced to 24 or 25 pending the result of Baker Tilly’s plan and the allocation of the bursary and student funding to another organisation.

D Watt informed members that KPMG were supportive of this assessment.

With no further discussion members noted the contents of this document.
ii) Report to Management: Student Activity Data

This item will be addressed during discussion of agenda item 12.

b) Audit Scotland - External Audit Charges – 2007/08 Audits
The Depute Principal informed members that a future meeting will be arranged with KPMG to discuss the fee for external audit services.  This meeting will consider the audit plan and determine an agreed fee within the indicative range provided by Audit Scotland.  He further informed members that the outcome of this meeting will be reported to Audit Scotland by KPMG.  D Watt informed members that KPMG proposed to extent the deadline, with the agreement of Audit Scotland, to 31 May, 2008.  
Members noted the contents of this correspondence.
8 External Audit Reports (KPMG)
b) Report to those charged with governance – year ended 31 July 2007
D Watt spoke to the contents of the KPMG report informing members that with the exception of FRS17, the treatment of the Strathclyde Pension Scheme, the external audit had identified no material issues regarding the audit of the College’s financial statements for the year ended 31 July 2007.  
The Depute Principal reminded members that in 2006 the Board had decided to use “defined contributions” instead of “defined benefits” to classify its pension scheme after detailed consideration of the matter.  A Kirk further reminded members that the then College’s External Auditors (Audit Scotland) had accepted this treatment for the accounts year ending 31 July 2006.  He informed members that the current External Auditors (KPMG) were of the view that the College should have used the “defined benefits” classification and D Watt had informed the College that if the Board was unable to change its policy then KPMG would qualify the accounts.   However, A Kirk reminded members that this had not been possible because only the Board of Management had the authority to approve policy and that the Board had not been informed of the need to make this significant policy shift within a timeframe which would have enabled the annual financial statements to be prepared with the schedule prescribed by the SFC Financial Memorandum.  
D Watt informed members that the view being taken by KPMG in relation to the accounts of the College was consistent with the approach adopted by the firm with regard to the treatment of the Strathclyde Pension Scheme (SPS).   In response to questions D Watt acknowledged that there was no agreed position on the treatment of SPS within the accounting profession and that other firms accepted the ‘defined contributions’ position.  
In response to questions M Blyth informed members that Baker Tilly, when acting as external auditors, had accepted the ‘defined contributions’ treatment and therefore had not qualified accounts on this basis alone.

The Chair sought further clarification from D Watt on as to how KPMG had arrived at their decision to deem the SPS as a ‘defined benefit’ scheme.  D Watt proceeded to outline the technical approach adopted by KPMG in arriving at this position including the use of the advice of actuaries.  However he acknowledged that the treatment of SPS as a defined benefit scheme was an ‘in-house’ opinion and not the settled view of the accounting profession. 

D Watt opined that the Scottish Funding Council (SFC) would see the qualification as technical matter rather than a material issue and therefore did not take the view that this would impact on the financial security of the College.  
In response to questions The Chief Finance Officer informed members that the Board’s policy was based on SFC direction and they described the Strathclyde Pension Scheme as ‘verifiable but not to audit standards’.  J Gow further informed members that John Wheatley College’s approach was consistent with the majority of other colleges with regard to the treatment the Strathclyde Pension Scheme.  
The Depute Principal informed members that other External Auditors, also appointed by Audit Scotland, of other ‘Strathclyde’ Colleges had not qualified their accounts as a consequence of the use of a defined contributions approach.
H Ostrycharz requested that KPMG recognise in their report that the College will review its position in 2008 as a consequence of the revised FRS 17.  D Watt responded that this qualification could not be added to the audit opinion.  
In response to questions A Kirk informed members that the Board would revisit its Accounting Policy in calendar year 2008 in order to take account of the revised FRS 17 standard.
D O’Brien requested that on page 6 under the title Corporate Governance Statement the word ‘information’ be replaced with ‘informed’.  D Watt agreed to amend this.

With these minor adjustments members approved the contents of this report.

a) Annual Audit Report – 2006/07
D Watt spoke to the contents of KPMG’s report and informed members that this document was designed to pull together all aspects of the work that KPMG conducted during session 2006/07 and place it in a wider context.  He highlighted that this document was a draft report and was open to modification by members and would only be forwarded to Audit Scotland following the agreement of the Board of Management.
D Watt again reminded members that KPMG’s audit opinion is qualified in respect of the adjustments and disclosures that would be required to comply with FRS 17, but that in all other respects KPMG’s opinion is unqualified.  He acknowledged that the College’s management had accounted for the College’s participation in the Strathclyde Pension Fund on a defined contribution basis under FRS 17 and believed in good faith that the College cannot identify its share of assets and liabilities in the Fund on a reasonable and consistent basis.  However he restated that it was the opinion of KPMG that the College’s share of the underlying assets and liabilities in the Fund can be identified on a consistent and reasonable basis and its participation should therefore be accounted for as a defined benefit scheme.  Therefore on that basis KPMG reached the conclusion to qualify John Wheatley College’s accounts.  He again informed members that KPMG had arrived at this opinion by drawing on the work of their own actuarial staff and by holding specific discussions with the actuaries involved with SPS.  
The Chair again reminded members that this was the opinion of one accounting firm and not the settled view of the profession.

The College has comprehensive and robust corporate arrangements including:

· formal evaluation of arrangements against ‘the principle of good governance for public bodies’ every second year and assessment against the Scottish Executive’s on-board toolkit in intervening years;

· the corporate strategy identifies a number of values that set the tone of the organisation, including commitment and leadership, sustainable development, equal opportunities, accountability, sound governance, continuing professional development, quality enhancement and inclusiveness; and
· a very comprehensive Board of Management report, which exceeds the requirements of SORP 2003 and demonstrates commitment to transparent public reporting.

D Watt praised the framework of control over the systems that the College has in place.  He also opined that the College was correct in placing the loss of Charitable Status as a high risk on the Risk Register.

The Chair requested the minute reflect that KPMG commended the quality of the Finance Department reports, the ready availability of papers and the high quality of interaction from staff members.  The Chief Finance Officer requested members note that the audit process was carried out extremely smoothly by both parties.
D O’Brien drew attention to two typographical errors in the report.  He requested that ‘lessoned’ on page 12 be amended to ‘lessened’ and that ‘20 November 2007’ on page 16 be amended to ‘8 November 2007’.  D Watt agreed to make these adjustments.  D Watt proposed that KPMG include an insert on page 15 under the heading Regularity that recognised the College would review its Accounting Policy in 2008.  D O’Brien opined that the College would prefer to wait for the recommendations of the Board before proceeding with this.

With these minor adjustments members approved the contents of KPMG’s report.
9 Audit Action Plan

The Chief Finance Officer informed members that the Audit Action Plan had been updated to reflect discussion at the last Audit Committee meeting held on 8 November 2007.  The Audit Action Plan presented to members contains only one high grade recommendation made by Baker Tilly.  He reported that the Internal Auditors undertook a review of the Online Attendance Register system in June 2007 and raised 1 new high grade recommendation.  The report produced by Baker Tilly was presented to members of the Audit Committee on 8 November 2007.  The new high grade recommendation had now been added to the Audit Action Plan and action has been taken to address the issue by the College.
With no further discussion members noted the contents of the Audit Action Plan.

10 2006/07 Annual Accounts

The Chief Finance Officer spoke to the contents of the report, which sought to provide members of the Audit Committee with a copy of the audited Annual Report and Financial Statements for the year ended 31 July 2007, prior to their approval at the Board meeting on 11 December 2007.
He informed members that during 2006/07 the College delivered 35,635 Weighted Student Units of Measurement (WSUMs), which was in excess of the activity target of 34,286 WSUMs agreed between the College and the SFC.  The Chief Finance Officer informed members that:

· the College was reporting a surplus of £35k for the year;

· expenditure on Staff costs increased by 6% as a result of pay inflation, increased pension costs and increased student activity; 

· income had increased by approximately 11%, mainly due to the increased SFC income and increased release of deferred capital grants in respect of the new Campus;

· the new Campus had been completed and had been valued at £13.8m, therefore total fixed assets owned by the College were now approaching £22m;

· increased expenditure was largely as a result of revenue costs associated with the East End Campus; and

· debtors included outstanding grant income totalling £300k and Creditors included retentions relating to the new Campus.

J Gow informed members that the College had a cash balance of £119k at the end of the academic/financial year with net current liabilities totalling £156k as a result of the investment in the East End Campus.  He opined that the College would return to a net current asset position during the 2007/08 academic/financial year.  
He informed members that the Annual Report included for the first time a separate Sustainability report and baseline environmental Key Performance Indicators.
D O’Brien informed members that the External Auditors were content with the College’s Annual Accounts for year ended 31st July 2007 and they had already been considered by the Financial Control Committee on 29 November, 2007.  He reminded members the Annual Accounts will be presented to the Board of Management on 11 December, 2008 for approval.
With no further discussion, members agreed to:

(i) note the contents of this report and its appendix; and

(ii) endorse the John Wheatley College Annual Report and Financial Statements for the year ended 31st July 2007.
11
Appointment of Student Support Fund Auditor

The Chief Finance Officer spoke to the contents of the report which sought to formalise the appointment of Cahill Jack Associates to undertake the audit of the John Wheatley College Student Support Funds for the year ended 31 July 2007.  He reminded members that the Scottish Funding Council (SFC) and the Student Awards Agency for Scotland (SAAS) require audit certificates relating to the student support funding they provide to Colleges. 
The Chief Finance Officer reminded members that prior to academic/financial year Audit Scotland had undertaken this work as part of their external audit programme and that this was reflected within their overall external audit charge.  However with the appointment of KPMG as the external auditor from 1st August 2006 this arrangement was no longer possible as the Educational Maintenance Allowance (EMA) and Student Support Funds audits were not included in the external audit contract agreed between Audit Scotland and KPMG.  He informed members that the College had appointed KPMG to complete the 2006 EMA audit under separate engagement terms, however, confidentiality clauses included within the engagement terms did not comply with the Board policy on openness and freedom of information.  As a consequence the College management team had decided to appoint Cahill Jack, a local Chartered Accountancy firm, to undertake the student support fund audit.  This was done on the basis of value-for-money and the absence of confidentiality clauses from the engagement terms.  He informed members that the Chair of the Audit Committee was consulted prior to the appointment being made.
In response to questions from the Chair J Gow confirmed that he would seek quotes from both Baker Tilly and Cahill Jack for future EMA and Student Support Fund Audits.  The Chair informed members that it is the responsibility of the Board of Management to appoint auditors and the Audit Committee is charged with advising the Board on such appointments.   Consequently it is necessary to consider a formal paper in respect of appointments, and it would not be sufficient to assume re-appointment on an annual basis without further approval being given by the Committee.
With no further discussion members of the Audit Committee endorsed the appointment of Cahill Jack for the 2006/07 EMA and Student Support Fund audits.
12
2006/07 Student Activity Audit

Report by Assistant Principal and Chief Finance Officer

The Chief Finance Officer spoke to the contents of this report which sought to inform members of progress made in relation to the audit of data return required for funding purposes for academic/financial year 2006-07. J Gow reminded members that the College is required to provide, on an annual basis, an audited annual return to the Scottish Funding Council (SFC) in relation to its teaching activity.
He reminded members that the College’s student activity target for 2006-07 was 34,284 weighted student units of measurement (WSUMs) as set out in circular letter SFC/26/06 and that that circular letter SFC/49/06 requested colleges to provide a return of college activity data for academic year 2006-07.  In addition this circular provided guidance to college auditors in relation to assessing the accuracy of a college’s Further Education Statistics (FES) return.  J Gow informed members that the College was also requested in circular SFC/42/07 to return the on-line FES return and the signed “SUMs claimed” and Audit Certificates by 31st October 2007.
The Chief Finance Officer further informed members that the College had prepared its activity and fee waiver data for scrutiny by its internal auditors (Baker Tilly) during September 2007.  The Internal Auditors resulting Report to Management confirmed the accuracy of the data prepared by the College and indicated that significant progress has been made by the College in relation to previous audit recommendations.  
Baker Tilly’s specific objectives of the review were to:

· review the relevant guidance from SFC and ensure that it has been correctly interpreted by the College;

· ensure that the return agrees with the College’s underlying records;

· ensure that the return is arithmetically correct in all respects;

· where appropriate, compare the return with the previous return, and seek explanations for significant variations; and 

· ensure that the copy return has been signed by the Principal

J Gow reported that the College had met its activity target for session 2006-07 and that the Audit Certificate, “SUMSs claimed” proforma and the on-line FES return had been submitted to Funding Council prior to the due date.  The Chief Finance Officer also reported that Baker Tilly had lodged the appropriate certificates and report with the SFC. 
The Depute Principal requested that members note that although the Internal Auditors had made a small number of recommendations these were not material and Baker Tilly had concluded that adequate systems were used by the College to comply with the 2006-07 Data collection guidance for funding purposes issued under cover of circular letter SFC/42/07.  
The Chair agreed that Baker Tilly’s observations were minor.

With no further discussion members of the Audit Committee 
i)
noted the contents of the report;
ii)
noted the contents of the auditor’s report;

iii)
noted that the College met its activity target for 2006-07;

iv)
noted the progress made in relation to previous audit recommendations; and
v)
noted that the college submitted its on-line FES return, its “SUMs claimed” and Audit certificates prior tot the due date.

13
Annual Audit Report – Financial Year 2006/07

D O’Brien spoke to the contents of the report which sought to provide members with a comprehensive overview of the work of the Audit Committee during financial/academic year 2006/07 and to enable the Board to comply with guidance issued to the Further Education Sector by the Scottish Funding Council (SFC).  He also informed members that the guidance required that the Board submit this report to the SFC by 31 December 2007. In addition the Chair informed members that the Principal would, in due course, place the report on the agenda of an appropriate future meeting of the College’s Joint Consultative Committee (JCC) as a consequence of the requirements of the provisions made in the College’s Recognition and Procedures Agreements (RPA’s) in this respect.

D O’Brien reviewed the Audit Services for the Board which had been provided by the undernoted agencies during financial/academic year 2006/07:

· External Auditors: KPMG 

(Audit Director: David Watt); and

· Internal Auditors: Baker Tilly

(Audit Partner: Mike Blyth).

He reminded members that the appointment of Baker Tilly as the Board’s Internal Auditors had been extended during financial/academic year 2005/06 for an additional period of 2 years as was allowed for under the original appointment process.  He reported that the Board would now seek to re-tender for internal audit services effective from 1 August, 2008.  The engagement of Audit Scotland as the Board’s External Auditors concluded at the end of financial/academic year 2005/06 with these duties being discharged by KPMG who were appointed by the Auditor General for Scotland’s office in compliance with statute from 1 August 2007.  

D O’Brien reported that the fee charged for External Audit Services during financial/academic year 2006/07 was £12,000, the same for 2005/06.  The charge for Internal Audit Services, including Vat and outlays, was £16,600 to carry out the programme approved by the Audit Committee, £4,400 to undertake the SUMS audit required by the SFC, and £2,600 in respect of additional exercises requested by College Management.  This totalled £23,600; compared to £23,000 in 2005/06.
The Audit Committee was required by the Audit Direction to meet three times in the year.  These meetings had been held on:
· 21 September 2006;

· 4 December 2006; and

· 30 May 2007.

He reminded members that the minutes of these meetings were routinely made available to the Board of Management for information with their inclusion as a standing item on the Board agenda with the Chair and other members of the Audit Committee having the opportunity to raise any matters of concern with the Board as a consequence of this facility.  In addition the agendas and minutes were also included on the College’s web-site, in compliance with the provisions of the Freedom of Information (Scotland) Act.

The Chair further reminded members that the remit of the Committee had largely been unchanged, other than to reflect details of the Committee’s membership as it had altered during the session.  However, further amendments to the Committee’s remit would be considered as a separate item on a future meeting’s agenda to reflect changes in membership and alterations to the size of the Committee’s quorum as agreed at a previous Board meeting.

D O’Brien informed members that the views of the College management team and the previous External Auditors had been taken into account when determining audit priorities for session 2006/07.  However, the College’s management were not directly involved in the establishment of the Audit Needs Assessment (ANA) priorities as that was the role of the Committee. 
He informed members that as a consequence of their activity Baker Tilly had concluded that the College had ‘an adequate framework of control over the systems examined’ and that ‘a system of controls, financial and otherwise is established and maintained in order to carry on the operations of the College in an orderly and efficient manner, to ensure adherence to management policies, to safeguard assets and to secure, as far as possible, the completeness and accuracy of records’.

D O’Brien further informed members there had been a welcome fall in ‘high priority’ recommendations substantiating a trend over the previous three financial years.  In the previous year, four such recommendations were made and in session 2006/07 this had again been reduced to two.  These were related to:

i)
the more effective pursuit of student fee waiver documentation; and

ii)
the piloting of an on-line register system.

However it was noted that a number of recommendations related to the operation of debt collection procedures made in academic/financial year 2005/06 had not yet been fully discharged. 

He highlighted that during the year that the College identified that the level of resource available to fund a ESF project, carried out in conjunction with other learning institutions and Glasgow  City Council, was likely to be less than originally forecast and even though the College had fulfilled its obligations to the project, it was thought unlikely that the College would obtain all monies owed to it by the City Council and therefore it was deemed prudent to write off some £40,000, which represented the outstanding balance.  D O’Brien opined that otherwise the extent of bad debt at the College was not of a particularly high monetary order.

He further reported that the Internal Auditors had also reviewed policies, procedures and practices against observations made by the Scottish Executive about issues raised by the Scottish Parliament’s Audit Committee in respect of Inverness College and a report produced by the SFC’s Further Education Development Directorate (FEDD) into concerns about the management and governance of James Watt College.  Baker Tilly had concluded that in respect of the agenda created by the Inverness College report they were ‘satisfied that the procedures in place (at John Wheatley College) are working adequately and effectively’.  They also concluded that ‘there are no significant issues at John Wheatley College in the light of the FEDD Report into James Watt College’.  In addition no high grade recommendations had been made following a review of the College’s governance by the Auditors during academic/financial year 2006/07.

The Chair reported that the Internal Auditors had reviewed the College’s student activity data for academic session 2006/07 against SFC guidance and concluded that the College had fulfilled its ‘activity contract’.  As previously discussed no new material recommendations had been made and the College had addressed one of the outstanding material recommendations relating to the collection of fee waiver forms during session 2006/07.  This further confirmed the progress which the College had made in implementing audit recommendations.  The aforementioned findings and the continued trend of improvement associated with them had informed the priorities of the College’s ANA for academic/financial year 2007/08.  

He reminded members that Strathclyde European Partnership (SEP), the Managing Agent for ERDF funds in Western Scotland, had visited the College on 1 December 2006 to undertake an audit of the College’s new build project (East End Campus) within the terms of Article 4 of the governing conditions.  Three minor action points had been listed in the subsequent SEP report.  A finance member of staff from SEP had returned to the College to review further financial transactions as a result of a general instruction from the Scottish Executive to SEP which applied to all projects.  There were no action points from this visit.  

The Chair reported that the External Auditors had also referred to the report of the independent firm of chartered surveyors valuing the East End Campus and confirmed an increase in value of £417,000 over the cost of construction.  D O’Brien commented that this increase in value, within a few months of the completion of the building was re-assuring and underlined the effectiveness of management controls in place when handling major contracts.  He also highlighted that the External Auditor’s report had concluded that the College’s stewardship of the funds that it received from the SFC and other sources frequently represented best practice.  Furthermore the External Auditor had commented on the high quality of the materials produced for their audit and other preparations made by College staff. In particular he highlighted that the Auditors had confirmed that the comprehensiveness of the College’s approach to the production of its Annual Accounts and related financial statements exceeded that currently required by the Higher and Further Education Statement of Recommended Practice (SORP) and that it anticipated almost all of the needs of the revised SORP which would be introduced in 2008.

D O’Brien again reminded members that the External Auditors had offered an unqualified opinion about the College’s accounts, except in respect of the implications of the Board’s Accounting Policy in relation to the treatment of the Strathclyde Superannuation Fund.  This difficulty in reaching agreement related to a difference of view regarding the quality of information available when interpreting Financial Reporting Standard (FRS) 17.  Consequently, KPMG had entered a qualification on the College’s accounts.  D O’Brien opined that this was a matter of opinion, on the part of KPMG, rather than fact and there appeared to be no settled view amongst the accounting profession on the treatment of this Scheme within FRS-17.  
The Chair of the Audit Committee noted that on page eight of KPMG’s Audit Planning Memorandum, which had been presented to the Committee on 20 May 2007, KPMG had acknowledged that accounting for pensions was a “risk area” and that its intention was to discuss with management the disclosure requirements of FRS 17.  However KPMG had not offered any guidance to the Committee, following KPMG’s discussions with management, which had identified a continuing risk in this matter.  Furthermore the action points set out on pages seventeen and eighteen of KPMG’s audit report contained no reference to FRS 17 or potential problems in the future.   

The Chair highlighted that the Audit Committee understood that the College had been advised of KPMG’s ‘qualification’ of its accounts too late in the year to enable the Board to reconsider its Policy.  The Committee had been informed that KPMG’s interpretation of FRS-17 appeared to be in a ‘minority of one’ amongst other External Auditors appointed by Audit Scotland to review the financial position of other ‘Strathclyde’ Colleges.  The report by KPMG pointed out that in reaching its conclusion, it had drawn on work carried out by its own actuarial staff, in conjunction with actuaries retained by the Strathclyde Pension Fund.  D O’Brien opined that this may be information that KPMG would wish to share with the Audit Committee at a future date.  
D O’Brien informed members that accounting for the College’s participation in the Strathclyde Pension Fund as a defined benefit pension scheme would increase the College’s net assets at 31 July 2007 by £93,000, increasing its surplus for the year by £63,000.  

He highlighted that on page ten of its report, KPMG had referred to “inconsistencies” in approach by the Audit Committee.  D O’Brien opined that it may be the case that this observation, which related to payroll, failed to take fully into account the notes specifically addressing this point by Baker Tilly, who had advised the Committee on the preparation of the Audit Needs Assessment.  Indeed, the decision to review payroll less frequently was in response to the observation made on 23 March 2006, when KPMG queried the continued need to review payroll on an annual basis. 

The Chair assured members that the College had continued to consolidate its financially ‘secure’ status in academic/financial year 2006/07.  The External Auditors had confirmed that the College’s operational surplus for academic/financial year 2006/07 was £35,000, against a planned surplus of £50,000.  After adjusting for the movement on reserves, following the sale of the Shettleston property, the overall balance on the Income and Expenditure Account had now risen very significantly to £789,000 on 31 July 2007.

He reminded members that the Board’s Value-for-Money Strategy for financial/academic year 2006/07 related to the undernoted priorities:

i) the reduction of staff sick absence;

ii) improvement in the utilisation of teaching staff (within contractual arrangements); and

iii) the procurement of the Information and Communications Technology (ICT) infrastructure for the new East End Campus.

The Chair highlighted that the College had been able to demonstrate success in reducing sick absence during the session.  Nevertheless there remained the need for continued vigilance in this respect.  The College’s management of sick absence had been reviewed by Internal Auditors and there had been no material or high priority recommendations for improvements.  Furthermore, national benchmarking data provided by the SFC had confirmed a trend in the previous year of significant improvements in the efficiency in the use of teaching staff.  Moreover the outcome of the external tender exercise for the “solution” to the ICT investments made in respect of the new East End Campus was reported to other appropriate Board Standing Committees.
In addition to the external audit of the annual accounts and the Baker Tilly Internal Audit program, the College had been subject to several other finance-based audits.  Audit Scotland had performed an audit of the FE Hardship, Childcare and Bursary Funds and the HE Childcare and Hardship Funds in November 2006.  Separate audit certificates were provided to the SFC and the Student Awards Agency for Scotland (SAAS) in respect of these audits.  KPMG performed an audit of the Education Maintenance Allowance (EMA) administrative arrangements in May 2007.  Glasgow City Council completed an audit of Adult Literacy and Numeracy (ALN) spend in March 2007.  Scottish Enterprise were also appointed by ILA Scotland to review the administration of Individual Learning Accounts (ILAs) in May 2007.  
The Chair also informed members that in academic/financial year 2006/07, the College had been subject to an audit of its quality systems by the British Computer Society, as they related to European Computer Driving Licence (ECDL) provision.  In addition, the College underwent an audit by Jobcentre Plus in order to retain its recognition under the Positive About Disabled People quality kitemark.  The College had retained its recognition under both of these quality standards.

D O’Brien reminded members that due to other commitments it had not proved possible during session 2006/07 to review the Performance Indicators relating to the performance of the College’s Internal Audit Service, and that exercise had been postponed to the current year.  However, these indicators would be compiled following the signing off of the 2006/2007 annual accounts and presented at the first meeting of the Audit Committee in calendar year 2008.
The Chair commented that the Committee would wish to place on record its appreciation for the work undertaken by the College’s Internal and External Auditors and its Finance team during academic/financial year 2006/07.   The Chair also highlighted that his report referred to the outstanding matter of training for members of the Committee.   This issue has been identified at the time of the self evaluation report of the Committee and had remained outstanding for nearly two years, despite previous requests from the Chair for action on this point.   He hoped specific proposals to deal with this matter could be tabled by the next meeting.
In response to comments D O’Brien agreed to amend the title of section 8 to read ‘External Audit – Draft Annual Audit Report 2006/07’ and to change D Watt’s designation from ‘Audit Manager’ to ‘Director throughout the document.  

With these minor adjustments, members of the Audit Committee agreed to:

i)
accept the Chair of the Board’s Audit Committee’s Annual Report for financial/academic year ended 31 July 2007;

ii)
note the contents of the Report’s appendices;

iii)
note the Opinion outlined in section 13 of the Report; and

iv)
authorise the Principal now to forward the Annual Audit Report for 2006/07 (and its appendices) to the SFC (as required by the College sector’s current Audit Direction).   

14
Risk Management - Risk Issues to be considered as a consequence of 
the consideration of the above agenda
Members agreed that loss of Charitable Status and associated OSCR legislation should be considered by the College as a high risk.

A Kirk, A Sherry and J Gow left the meeting at 2.00pm in order that members of the Audit Committee could continue meeting with External Auditors KPMG without the presence of the College’s Senior Management Team (SMT).

The Chair reminded those present that it was good practice for members of the Audit Committee to meet with both the External and Internal Auditors once a year in order that auditors can make whatever comments they wish without the presence of College management. 
In response to questions from the Chair D Watt informed members he was impressed with the College’s framework of governance arrangements and was interested to see how the College would develop in the community following the establishment of the new East End Campus.
The Chair requested that KPMG take some time in calendar year 2008 to explain the auditing process to new members of the Audit Committee.  D Watt confirmed he was agreeable to this suggestion.
D Watt stressed to the Audit Committee that they must feel able to tackle College management on critical issues however he also went on to state he believed the College had comprehensive terms of reference in place and was tackling all issues of significance.  
15 Closure

The meeting closed at 2.30 pm, with the Chair thanking all members for their contribution.

16 Date of Next Meeting
The next meeting of the Audit Committee is scheduled to be held on 
23 April, 2008. 
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