The revised Audit Committee Report would be circulated in due
course, and therefore the report as it stood was not approved by the
Committee.
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immediate

Anna Lancefield arrived 6.50pm.
2.2

Audit Committee Terms of Reference
The Committee noted the importance of the Committee’s work
especially their responsibility to provide an opinion on the adequacy
and effectiveness of the College’s audit arrangements, framework for
governance, risk management and control and effective and efficient
use of resources and safeguarding of its assets. This tied in with
RSM’s audit reports and what assurances from the reports the
Committee would be seeking. The Committee therefore sought an
action plan against the terms of reference and the Committee
meetings to ensure they received the reports and information they
would need to be able to provide the appropriate assurances at the
end of the year.
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immediate
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Corporation

The Committee agreed to remove the requirement for timed agendas
from the Terms of Reference and then approved the revised Terms
of Reference.
The Chair of the Audit Committee will be given an opportunity at each
Corporation meeting to report to the full Board on any matter within
the Committee’s remit.
3
3.1

Each

Internal Audit
Letter of Engagement
Grant Spilsbury presented the RSM letter of engagement to the
Committee noting the name change from Baker Tilly to RSM which
was done for international branding purposes. The terms of
engagement are industry standard. The Committee accepted the
Letter of Engagement.
Item 3.3 was taken ahead of item 3.2.

3.2

Annual Report from internal Auditors 2014/15
Grant Thornton were the auditors for 2014-15 and so Anna Lancefield
presented the annual report.
She explained that this report is one source of assurance which the
Committee can base their annual opinion upon. She reviewed each
report that had been presented to the Committee during the 14-15
year and highlighted the high and medium recommendations that had
been made. It was noted that auditors usually plan a follow-up report
to assure the Committee that recommendations are being acted upon,
but it was agreed that the Committee would receive an internal
tracking log also. The interim Clerk will provide an implementation log
covering all the 14-15 recommendations, and the Committee can then
consider whether any of the recommendations have been superseded
and agree to any proposal to have such recommendations removed
from the tracking log.
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immediate

The Annual Report from Grant Thornton was accepted by the
Committee.

Audit Committee
Monday 16 November 2015

2

3.3

Internal Audit Strategy 2015-16
The Strategy was presented by Grant Spilsbury of RSM who had
drafted it after discussion with the Principal and Director of Corporate
Services about where assurance was needed. Each audit will be fully
scoped prior to commencement. The range of reports is designed to
give a full assurance opinion.
The strategy refers to sector wide issues that may impact on the
College such as Area Reviews and the Comprehensive Spending
Review.
The Committee was concerned that data returns were not in the audit
plan considering this had been a key problem area last year. There
followed a discussion about data integrity and the possibility of
financial penalties via claw back if the SFA audited the data returns.
The scope of a data-integrity audit that would have uncovered the
manipulation that occurred in the College’s history would have been
very wide, and not usual. However, considering the Committee is
aware of such a historic problem, it felt it necessary to include data
integrity in the audit plan. The Principal and the auditors (RSM) will
review the plan to replace a planned audit, or to add data integrity as
an additional audit.
A progress report on the Audit Plan will be brought to each Committee
meeting and may be revised as the year progresses.
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The Audit Strategy was agreed to by the Committee subject to the
above considerations.
4
4.1

External Auditors
Financial Statements, Regularity Report and Management Letter.
It was noted that the Financial Statements are not ready for full
scrutiny by the Committee yet so KPMG limited their discussion to the
Regularity audit and the management report.
KPMG considered various sections of their report page-by-page noting
that the audit was ongoing and that any discrepancies in the financial
figures would be noted by them and rectified to ensure all figures were
reconciled. The areas being worked on include the Saudi operations,
consideration of ‘going concern’ and pension scheme deficits and
assumptions.
The Committee raised the large figure for exceptional items, which
included restructure costs and write-offs and it was agreed that this is
a high number of exceptional items and not usual.
Historically, the Corporation received just the Income and Expenditure
sheet, but now that the balance sheet is considered this acts a check
on the I&E.
The Principal and the Committee felt more assurance could be gained
from a full scheme of delegation levels, which will be put in place after
Corporation approval.
At this stage the Management letter and financial statements were
received, but not recommended, by the Audit Committee.
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5

Risk Management
The current Risk Register was presented to the Committee by the
Principal. The highest rated risks were considered for in depth
discussion. The College is currently self-assessing at Grade 3, but
there is a possibility of Grade 2 depending on when in the year Ofsted
inspect. A Grade 3 inspection would bring with it a re-inspection within
18 months and could be a factor as the College enters the Area
Review process.
The Saudi operation was also considered, noting a new CEO was in
place and performing well.
The Risk Register itself was reviewed and it was felt that there may be
risks missing from the register so further consideration was needed
especially to include mitigation of risks. Members of the Committee
and the auditors offered to supply sample risk registers and risk
appetite charts to the Principal for his consideration.
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The Report was received.
6.

Any other Business
It was noted that the Committee had been unable to agree the
financial statements as information had not been prepared to a
sufficient degree before coming to the Committee. This was not the
expected practice in future.
The Financial Statements, KPMG Management Letter and Audit
Committee Annual Report will be revised by 4th December for the
Committee to consider. Allowing 5 days of review, they will be referred
to the Corporation on 10th December for final signing before the close
of the College on 17th December.
Date of next meeting
The Committee noted the date of 24 February 2016.
The management team and attendees other than the auditors and
Corporation member Vernon McClure, left the meeting to enable an
independent discussion between the Committee and the auditors.
Discussion focussed on the likelihood of an SFA review and potential
to conduct a mock funding review in advance. RSM and Grant
Thornton agreed to consider costed options to bring to the Committee.

The meeting closed at 8.30pm

Signed
Date
………………………………………………………………………………
CHAIR
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