JOHN WHEATLEY COLLEGE

BOARD OF MANAGEMENT

AUDIT COMMITTEE

MINUTES

Minutes of the meeting held on 23 April, 2008 at 12.30pm in Room MF12/14, East End Campus.
1
Sederunt

D O’Brien (Chair);

A Macdougall

H Ostrycharz; and

E MacArthur.

In Attendance:

I Graham (Principal);

A Kirk (Depute Principal);

A Sherry (Assistant Principal);

J Gow (Chief Finance Officer);

R Stewart (Clerk to the Board);

M Blyth (Baker Tilly);

D Watt (KPMG); and

L McEwan (for recording purposes only).

2
Apologies

R Lorimer; and 

S Doubble

3
Terms of Reference 

Members noted the terms of reference for the Audit Committee.   It was confirmed that the meeting was quorate with 4 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 4 December, 2007 
The minutes of the previous meeting were taken as read.  They were accepted as an accurate record of the meeting held on 4 December, 2007.

6
Matters arising from the Minutes of the Previous Meeting.

Item 10 – 2006/2007 Annual Accounts

The Principal confirmed that the College had received clearance from the Scottish Funding Council (SFC) to publish the Annual Accounts for 2006/2007.

7.
Correspondence

a)
The Scottish Government – European Regional Development Fund On-The-Spot Verification Check

The Principal spoke to the contents of the correspondence which confirmed that the College has been selected for an on-the-spot verification check.   The check would be undertaken on 21 May 2008 and the system for management of European Regional Development Fund (ERDF) supported projects would be scrutinised. 

The Audit Committee agreed to note the contents of the correspondence.

b) Scottish Funding Council

i)
Guidance of the Audit Requirements for Education Maintenance Allowance (EMAs) for Financial Year 2007-2008 (Circular SFC/01/2008)

The Principal spoke to the contents of the circular from the Scottish Funding Council (SFC) which sought to provide guidance to colleges on the audit requirements for the operation of the EMA programme.

Members of the Audit Committee agreed to note the contents of the document.


ii)
‘In-Year SUMS Data Collection for Funding Purposes (Circular SFC/02/2008)


The Principal spoke to the contents of the circular from the Scottish Funding Council (SFC) which requested the College to provided details of ‘in-year’ student units of measurement (SUMs) information relating to academic year 2007-08.

Members of the Audit Committee agreed to note the contents of the document.

c)
Land and Environmental Services – Report on a Food Hygiene/Food Standards Inspections on Larch Child Care Centre


The Principal spoke to the contents of the Food Hygiene/Food Standards inspection which took place on 26 October, 2007, and confirmed that the recommendation had been addressed and that the delay involved in this repair was due to the overburden of work caused by moving into the new campus.


This report had previously been considered by the Health and Safety Committee.


Members of the Audit Committee agreed to note the contents of the report.

8.
Estate Management in Higher Education

The Depute Principal spoke to the contents of his report which sought to bring to members’ attention the recently published report on Estate Management in Higher Education.   The report was prepared by Audit Scotland for the Auditor General for Scotland. 

A Kirk reminded informed those present that there was an estimated £700k of maintenance backlog in Higher Education estate.   Detailed information relating to this was included in the Audit Scotland report which was provided for the information of members.   

Members were further reminded that the College was currently developing its 2007/2008 – 2017/2018 Estate Strategy and aspects of the Estate management in Higher education document would be utilised as part of the College’s Estate Strategy.   Furthermore, the main recommendations from the document will be included in the College’s new Estate Strategy where the focus would be maintenance and performance of the existing estate.   These indicators would be issued to various groups within the College for action.

Members of the Audit Committee agreed to note the contents of the document.

9.
Baker Tilly – Report on Internal Audit Visit

a) Corporate Governance

J Gow, Chief Finance Officer spoke to the contents of his report which sought to apprise members of the contents of the Internal Auditor’s Report on Corporate Governance and the College management’s response to their findings.

Members were provided with a copy of the Internal Audit report on Corporate Governance for their information.   This was produced by Baker Tilly as a result of their visit in January 2008.   

J Gow reported that as a consequence of this report, one (1) new low grade recommendation had been highlighted.   The College had indicated in the response to the Internal Audit Report how and when it intended to address this recommendation.

The Chief Finance Officer further reported that the one previous low grade recommendation was now considered to be complete and there were no other outstanding recommendations in relation to Corporate Governance.

Members of the Audit Committee agreed to:

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

ii) note that there was one new audit recommendation contained in the Baker Tilly report on Corporate Governance;

iii) note the College Management response; and

iv) request the College to address the audit recommendation and update the College’s Audit Action Plan.


b)
Fee Waiver

J Gow, Chief Finance Officer spoke to the contents of his report which sought to apprise members of the contents of the Internal Auditor’s Report on Fee Waiver System Review and the College Management’s response to their findings.

Members were provided with a copy of the Internal Audit report on Fee Waiver System Review for their information.   This was produced by Baker Tilly as a result of their visit in January 2008.   

J Gow reported that as a consequence of this report, two (2) new low grade recommendations had been highlighted.   The College had indicated in the response to the Internal Audit Report how and when it intended to address this recommendation.

D O’Brien asked for clarification regarding liability relating to section 1.12 of the Baker Tilly report which stated that:

“In exceptional circumstances, “Principal’s Discretion” can be granted to waive course fees for students who do not quality under any of the conditions listed above, but who the College feels are still deserving of waiver”.

I Graham stated that as the Principal he has delegated authority from the Board and he would either accept or reject the waiving of a fee following assessment by the Chief Finance Officer and the Assistant Principal.

I Graham then confirmed that A Kirk and J Gow would clarify procedures at the annual meeting with staff.

The Principal drew members’ attention to section 1.17 of the Baker Tilly report which stated that:

“Following a point of recommendation made following a previous visit in March 2006, the College’s policy and procedure with regards to the pursuit of fee waiver documentation has been updated to reflect the fact that the College will not in normal circumstances pass debts arising from missing fee waiver forms to debt collection agencies”.

I Graham stated that it was more practice rather than policy to pass debts arising from missing fee waiver forms to debt collection agencies and that the document would be amended to reflect this.

The Chief Finance Officer further reported that the three (3) previous low grade recommendations were now considered to be complete and there were no other outstanding recommendations in relation to Fee Waiver administration.

Members of the Audit Committee agreed to:

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

ii) note that there were two new audit recommendations contained in the Baker Tilly report on Fee Waiver System Review;

iii) note the College Management response; and

iv) request the College to address the audit recommendations and update the College’s Audit Action Plan.


c)
Tuition Fees and Charges System Review

J Gow, Chief Finance Officer spoke to the contents of his report which sought to apprise members of the contents of the Internal Auditor’s Report on Tuition Fees and Charges System Review and the College Management’s response to their findings.

Members were provided with a copy of the Internal Audit report on Tuition Fees and Charges System Review for their information.   This was produced by Baker Tilly as a result of their visit in January 2008.   

J Gow reported that as a consequence of this report, one (1) new medium grade recommendation had been highlighted.   The College had indicated in the response to the Internal Audit Report how and when it intended to address this recommendation.

The Chief Finance Officer further reported that the six (6) previous recommendations were now considered to be complete and there were no other outstanding recommendations in relation to Tuition Fees and Charges.

Following questioning, the Chief Finance Officer opined that the amount of bad debt from students was in the region of £5,000 - £7,000 per year.

Members of the Audit Committee agreed to:

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

ii) note that there was one new audit recommendations contained in the Baker Tilly report on Tuition Fees and Charges Systems Review;

iii) note the College Management response; and

iv) request the College to address the audit recommendations and update the College’s Audit Action Plan.

d)
Procurement of ICT Equipment for New Build

J Gow, Chief Finance Officer spoke to the contents of his report which sought to apprise members of the contents of the Internal Auditor’s Report on Procurement of ICT Equipment for New Build and the College Management’s response to their findings.

Members were provided with a copy of the Internal Audit report on Procurement of ICT Equipment for New Build for their information.   This was produced by Baker Tilly as a result of their visit in January 2008.   

J Gow reported that as a consequence of this report, one (1) new medium grade recommendation had been highlighted.   The College had indicated in the response to the Internal Audit Report how and when it intended to address this recommendation.

The Chief Finance Officer further as this topic had not been subject to internal audit review in the past there were no previous recommendations to be actioned. 

The Principal confirmed that the process of procurement had been revisited as a consequence of Advanced Procurement for Universities and Colleges Ltd (APUC) and a detailed discussion followed on the extra value APUC may or may not give over EXCEL (formerly known as Authorities Buying Consortium [ABC]).
Members of the Audit Committee agreed to:

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

ii) note that there was one new audit recommendations contained in the Baker Tilly report on the Procurement of ICT Equipment for New Build;

iii) note the College Management response; and

iv) request the College to address the audit recommendations and update the College’s Audit Action Plan.


e)
Business Continuity - Draft

A Kirk spoke to the contents of the Business Continuity Draft document which sought to apprise members of the findings and related recommendations highlighted by Baker Tilly as a consequence of their visit in March 2008. 

Members were provided with a copy of the report for their information.

A Kirk reported that as a consequence of this report, two (2) new low grade recommendations had been highlighted.   The College had indicated in the response to the Internal Audit Report how and when it intended to address this recommendation.

Following questioning, the Principal confirmed that due to the confidential nature of this document, it would not appear in the public domain.

Members of the Audit Committee agreed to note the contents of the document.

f)
Non-SFC Income - Draft

J Gow spoke to the contents of the Non-SFC Income Draft document which sought to apprise members of the findings and related recommendations highlighted by Baker Tilly as a consequence of their visit in March 2008.

Members were provided with a copy of the report for their information.

J Gow reported that no new recommendations had been highlighted and that the two previous recommendations were now considered complete.

In response to questioning regarding gratuity tips left in the Training Restaurant and Hairdressing Salon, A Kirk confirmed that neither amount would be included within College finances.

Members of the Audit Committee agreed to note the contents of the document.

g) Asset Register and Capital Expenditure – Draft

J Gow spoke to the contents of the Asset Register and Capital Expenditure – Draft – document.   The areas of Asset Register and Capital Expenditure were previously reviewed in April 2005 and actions against previous recommendations had been reviewed and were highlighted within the document.

The Principal opined that from an operational point of view it may be very difficult for an organisation to maintain an Asset Register as it is not always able to demonstrate where assets actually are.

J Gow informed those present that recommendations were currently in progress and would continue to be monitored.

Members of the Audit Committee agreed to note the contents of the document.

h) Student Records – Draft

A Kirk spoke to the contents of the Student Record and Information Systems Review.   

Two medium grade priorities were highlighted in the document.   The first one highlighted the need for accurate completion of registers and the second one confirmed that the testing and piloting of the On-line Register system would run again throughout session 2008-09.

Members of the Audit Committee agreed to note the contents of the document.

i) High Priority Recommendation Review

J Gow spoke to the contents of the High Priority Recommendation Review document which sought to apprise members of the high priority recommendations made in various reports to the College which had been identified as not complete at April 2008.

D O’Brien requested that the following Recommendation Status on page 11 be reworded:

“The review of the aged debtors listing and the additional controls in place within the finance department allow the risk of manipulation of the debtors ledger by the finance assistant to be mitigated”.

The Chief Finance Officer stated that two recommendations were considered not to be complete.   Firstly, the College would introduce procedures to ensure that all contractors entering the building are made aware of and accept the College’s Health and Safety Procedures and secondly a user manual and formal training would be made available to Enquirer users.

Both M Blyth (Baker Tilly) and D Watt (KPMG) were satisfied with the findings of the report.

Members of the Audit Committee agreed to note the contents of the document.

10. Audit Action Plan – Revised

J Gow spoke to the contents of the Audit Action Plan – Revised which sought to advise members of the current status of the Baker Tilly high grade internal audit recommendations contained in the Audit Action Plan.   A copy of the Audit Action Plan as at April 2008 was provided for the information of members.   The document contained only high grade recommendation made by Baker Tilly.

Members were informed by J Gow that Baker Tilly reviewed the Fee Waiver Administration and Tuition Fees and Charges systems in January 2008. Baker Tilly reported that the one existing recommendation in Fee Waiver Administration and the one existing recommendation in Tuition Fees and Charges were now considered to be implemented. 

Furthermore Baker Tilly reviewed all other high grade recommendations in April 2008. These were 2 issues in the areas of Facilities and Estates Management, 3 issues in the area of Debt Collection and 1 issue relating to the Online Attendance Register system currently recorded on the Audit Action Plan.   Baker Tilly also reported that one of the high grade issues in Facilities and Estate Management was a continuing recommendation, however, they also reported that the priority level of this issue was to be re-graded from high to medium. Baker Tilly considered the other issue in this area to be implemented.

In addition, Baker Tilly also reported that the three existing issues in Debt Collection were now considered to be implemented, however, the one existing high grade recommendation relating to the Online Attendance Register system was a continuing high grade recommendation to be reviewed during a future visit.  

To summarise, J Gow informed those present that Baker Tilly reported that only one of the high recommendations currently recorded on the Audit Action Plan was considered to be a continuing high grade recommendation. This related to the Online Attendance Register system.

At present, the Audit Action Plan contained only high grade recommendation reported by Baker Tilly. It was proposed that from, 01 August 2008, all medium recommendations should also be added to, and monitored using, the Audit Action Plan. This would reflect the falling number of high grade recommendations being raised by Baker Tilly and the pro-active approach of the College in implementing any recommendations reported.  

Members of the Audit Committee agreed to:

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

(ii) request the College to remove the 1 recommendation on  Fee Waiver Administration, reported as complete by Baker Tilly, from the Audit Action plan;

(iii) request the College to remove the 1 recommendation on Tuition Fees and Charges, reported as complete by Baker Tilly, from the Audit Action plan; 

(iv) request the College to remove the 1 recommendation on Facilities and Estate Management, reviewed and re-graded by Baker Tilly to medium priority level, from the Audit Action plan; 

(v) request the College to remove the 1 recommendation on Facilities and Estate Management reported as complete by Baker Tilly, from the Audit Action plan;

(vi) request the College to remove the 3 recommendations on Debt Collection reported as complete by Baker Tilly, from the Audit Action plan;

(vii) endorse the recording of medium grade recommendations, raised by Baker Tilly, on the Audit Action Plan from 01 August 08. 

11.
Internal Audit Performance Indicators

J Gow spoke to the contents of his report which sought to apprise members of the results of the performance indicators used to measure the service supplied by the College’s internal audit services.

Members were reminded that the SFC Code of Audit Practice and the CIPFA Code of Audit Practice applied to internal audit services only and that the College’s internal audit service is currently undertaken by Baker Tilly.   External audit, which is undertaken by KPMG was not covered by this report.

Members were provided with the performance indicator along with the results of the indicators for the College’s internal audit service for financial year 2006/07 for their information.   Also provided for information was an Internal Audit Progress report produced by Baker Tilly.   The previous performance indicators were produced in 2005/06 and were also provided for information.

J Gow summarised by informing those present that overall, the performance indicators reflected that Baker Tilly had performed to a satisfactory/good standard 

Members of the Audit Committee agreed to note the contents of the report and its appendices.

12.
External Audit Plan for Academic/Financial Year 2007/08

D Watt (KPMG) spoke to the contents of the report which summarised KPMG’s responsibilities as external auditors for the year ending 31 July 2008 and their intended approach to issues impacting on the College’s activities in that year.

Mr Watt informed those present that the 2007-08 planning guidance for further education colleges issued by Audit Scotland had indicated that there was no requirement for auditors to undertake specific Best Value or performance audit work during the year.

He then went on to summarise the main contents of the report and a discussion followed on opinions of financial statements and specifically the revised SORP.   The Principal indicated that guidance relating to accounts direction would be issued later in the year.

A discussion then followed on FRS-17 and I Graham confirmed that he had written to M Fairbairn regarding direction in this respect.

A Macdougall left the meeting at 1.35 pm.

The Principal opined that as there was no consensus of opinion it was very unlikely that the Scottish Funding Council (SFC) would issue guidance in this respect.

Following questions from a Board member regarding Materiality, D Watt confirmed that an indicative level of materiality for 2007-08 was £44,000.   Mr Watt stated that amounts judged to be de minimis were a matter of judgement, whereby the financial statements would not be materially misstated if audit differences, aggregated with outer audit differences, were not corrected.   KPMG would accumulate differences that exceeded their posting threshold of £2,000.

Members of the Audit Committee agreed to note the contents of the document.

13.
EMA / Student Support Funds

D O’Brien proposed that this item be moved to the end of the meeting as a result of D Watt’s emloyment with KPMG.

Members of the Audit Committee agreed to this.

14.
Strategic Planning Sessions 208/11: College Risk Register

A Sherry spoke to the contents of his report which sought to advise members that as part of the strategic planning process all Standings Committees consider the current College Risk Register at their final meeting of the session.   

I Graham reminded those present that it had been agreed at an earlier Board meeting that any risks identified which were beyond the control of the Board would be highlighted accordingly.

E MacArthur highlighted the impact of the changes in teaching methodology which were proposed to take place in June 2008 and asked if it may be discussed at a relevant Board meeting.   I Graham stated that he would welcome discussions at a future Board meeting.

A discussion then followed on Knowledge Transfer and the longer term issues surrounding funding methodology.

Members of the Audit Committee agreed to note the contents of the report and its appendix.

Following a request from R Stewart, the Audit Committee agreed to suspend standing orders at 2 pm.

M Blyth (Baker Tilly) left the meeting at 2 pm.

13.
EMA / Student Support Funds

J Gow spoke to the contents of his report which sought to provide members of the Audit Committee with the details of quotes from Cahill Jack and Baker Tilly relating to audit certificates for EMA and Student Support Funds.

J Gow reminded members that Cahill Jack undertook the 2006/07 Student Support Funds audit and Baker Tilly conducted the College internal audit for this period.   

J Gow reported that confidentiality clauses in the KPMG engagement terms for the 2006/07 EMA and Student Support Funds audits did not comply with the College policy on freedom of information and as a consequence, the College had therefore decided not to appoint KPMG to complete these audits in 2007/08.

The total cost of quotes (exlusive of VAT) and the quote from Baker Tilly excluded disbursements were as follows:

· Baker Tilly
£2,750; and

· Cahill Jack
£2,100.

Members of the Audit Committee agreed to:

i) note the contents of the report; and

ii) recommend the appointment of Cahill Jack to the Board of Management to complete the audit of the 2007/08 EMA and Student Support Funds on the basis of value for money.

15.
Audit Scotland – Technical Bulletins

a) December 2007

b) March 2008 

Members of the Audit Committee agreed to note the contents of the Technical Bulletins from Audit Scotland.

16.
Risk Management – Risk Issues to be considered as a consequence of the consideration of the above agenda


Members of the Audit Committee agreed that there were no risk issues to be considered as a consequence of the consideration of the above agenda.

17.
Closure

The meeting closed at 2.20 pm with the Principal thanking Mr O’Brien on behalf of the staff of John Wheatley College and members of the Audit Committee for his outstanding contribution to Audit Committee meetings over the years, on this, his final meeting of the Committee.

Mr O’Brien thanked the Principal for his kind words and stated that he had thoroughly enjoyed serving on the Audit Committee over the years.

18.
Date of Next Meeting

The date of the next meeting of the Audit Committee would be confirmed in due course.
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