MINUTES OF MEETING OF BIRKENHEAD SIXTH FORM COLLEGE 

AUDIT COMMITTEE
THURSDAY 26 NOVEMBER 2009
	PRESENT:
	S. Airey, I. Jones, P. Griffiths (Chair), D. Roberts


	IN ATTENDANCE:
	D. Barnes, Clerk to the Corporation
R. Dawe, Deputy Principal
D. Mills, Chadwick LLP
L. Randall, RSM Bentley Jennison

G. Spence, Chadwick LLP




	09/01


	Apologies for absence

David Fletcher (RSM Bentley Jennison)
	Action

	
	
	

	09/02
	Declaration of interest

None.
	

	
	
	

	09/03
	Minutes of meeting held on 9 June 2009
The minutes were accepted and signed as a true record.
	

	
	
	

	09/04
	Matters arising from the minutes
08/31 Matters arising from the minutes:

08/19 Matters arising from the minutes:

08/08 Governance Benchmarking Report: The training and development policy for governors based on RSM Bentley Jennison’s model policy was adopted by the Corporation on 6 July 2009. 
08/33 Internal Audit reports from RSM Bentley Jennison
(a) Capital Project Management: Lisa Randall advised that regarding the position of chair of the project board, ‘member of the College’ could be either a member of the Corporation or a College manager.
(b) Financial Health Check: See agenda item 6.

08/34 Progress on Audit Recommendations: See Agenda item 9. 
08/37 Internal Audit Strategy Update 2009/10 – RSM Bentley Jennison

 was approved by the Corporation on 28 September 2009.
08/38 Risk Management Action Plan 2008/09 Year-end Report was noted by the Corporation on 6 July 2009. 

08/39 Draft Risk Register 2009/10: See Agenda item 11.
	

	
	
	

	09/05
	a) Audit Summary and Management Letter 
Gordon Spence presented the Financial Statements Audit Summary for the year ended 31 July 2009, which has been prepared by the Financial Statements Auditors, Chadwick LLP. 

He covered the audit summary, scope of work, independence of the Auditors, accounting system and internal controls, and the management letter. He confirmed there were no unresolved disagreements with management regarding items that could be material to the accounts. Subject to carrying out a post-balance sheet events review, Chadwick LLP would be issuing unqualified audit reports on the College’s Financial Statements and Regularity Audits for the year ended 31 July 2009.   

The Income and Expenditure Account showed a deficit after depreciation of assets at valuation and disposal of assets of £483k for 2009 against £39k for 2008 and LSC grants represented 92.2% of the College total income against 93.4% for last year. Income from education contracts has increased by £155k (85%).
Staff costs have increased by £105k (2.00%) due to a slight increase in staff numbers (from148 to 149), a general pay rise of 2.45% and movements of staff on the pay spine. Average pay costs per head are £34,770 (£34,220 in 2007/08).
Other operating expenses have increased by £190k (16%).
A loss on disposal of £161k has been realised in the accounts: disposal of various computer equipment and review of fixed asset register being two contributory factors.

Debtors increased by £131k and £132k was owed by LSC in respect of funding for the feasibility study costs of the College rebuild project.
Cash in the bank showed a decrease of £180k due primarily to a timing issue with debtors. 
Creditors due within one year showed a moderate fluctuation of £13k in short-term creditors from 2007/08 (6%). 
Creditors due after one year relates solely to the bank loan from Lloyds TSB. This comprises debt of £125k at a fixed rate of interest and £125k at a variable interest rate. Total capital outstanding at year end was £232k.  
Chadwick LLP confirmed that the College complied fully with the principles of Turnbull’s Combined Code as applied to corporate governance and risk management. 
The report also included details of the balance sheet, cash flow statement; other accounting and audit matters, and various benchmarking tables.

The above paragraphs refer to a report from Chadwick LLP and the full report is available from the Clerk to the Corporation.
The Management Letter contained a summary of the observations arising from the audit process and highlighted four areas where improvements can be made.  Each area showed matters and consequences; recommendations, and priority (high, moderate or low). The only high priority matter relates to bank covenants. 

The College has several financial covenants that it must meet in relation to the loan facility. One such covenant has been breached and the auditors recommend the College discusses this with its bank at an early opportunity so as to resolve the issue.

The Committee ACCEPTED the Audit Summary and the Management Letter and RECOMMEND them to the Corporation at its meeting on 14 December 2009.
	RHD

	
	
	

	
	b) Draft Accounts and Financial Statements 2007/08 
The Chair advised that these had been agreed by the Finance & General Purposes Committee at its meeting on 24 November 2009. It was reported that no further significant changes are expected to be made but the document will be significantly tidied up.

The Committee ACCEPTED the Financial Statements for the year 2008/09 and RECOMMEND them to the Corporation at its meeting on 14 December 2009. 
	

	
	
	

	09/06
	RSM Bentley Jennison Internal Audit Report: Key Financial Controls Health Check
Lisa Randall of RSM Bentley presented the report which provides a financial review of the College’s processes in the following areas:

Month-end routines

Budgetary control

Treasury management

Procurement, payments and creditors

Debtors including invoice requisitions and debt chasing

The objective of the review was to evaluate the adequacy of management and control within the system and the extent to which controls have been applied, with a view to providing an opinion.
The report included an action plan showing its one recommendation, relating to the importance of getting invoice requisitions to the Finance Department on a timely basis, as  ‘meriting attention’ (as opposed to ‘fundamental’ or ‘significant’ in terms of priority).
Several controls were highlighted and test results/implications for each were detailed.

The report concluded that in the opinion of RSM Bentley Jennison, the Corporation can take substantial assurance that the controls upon which the organisation relies to manage this area, as currently laid down and operated, are effective.

The governors thanked Lisa Randall and NOTED the Report. 
	

	
	
	

	09/07
	RSM Bentley Jennison Internal Audit Annual Report 2008/09
Lisa Randall took the governors through the report, which showed the findings made in the following areas:

Succession Planning

Risk Management Maturity review

Capital Project Management

Follow Up

Key Financial Controls Health Check

Lisa Randall confirmed that RSM Bentley Jennison’s opinion was that they are satisfied that sufficient internal audit work had been undertaken to allow them to draw a reasonable conclusion on the adequacy and effectiveness of the College’s arrangements.

For the 12 months ended 31 July 2009, based on the work RSM Bentley Jennison have undertaken, their opinion regarding the adequacy and effectiveness of the College’s arrangements are as follows:

Governance  -  Green – The College has adequate and effective systems
Risk management – Amber -  The College has adequate and effective systems
Control – Green - The College has adequate and effective systems
The governors thanked Lisa Randall and NOTED the Annual Report for 2008/09. 
	

	
	
	

	09/08
	Financial Management and Control Evaluation (FMCE) Questionnaire

Roger Dawe presented the report which is a self-assessment of the College’s performance in Financial Management and Control, completed as part of the Framework for Excellence which is the sector’s new structure to measure the performance of colleges. It is submitted to LSC.

Part 1 of the report shows the areas in question, viz. Accountability; Financial Planning; Internal Control, and Financial Monitoring. All four areas were graded ‘Good’. The overall grading awarded was ‘Good’.
Part 2 of the report provides an Improvement Plan detailing identified weaknesses/areas for improvement; proposed actions to remedy, named persons responsible, and dates for completion of each.

Roger Dawe was thanked for his report.  The Committee APPROVED the FMCE form and grades for signature by the Principal before submission to the LSC by 31 December 2009.
	

	
	
	

	09/09
	Progress on Audit Recommendations

Roger Dawe presented the report which gives an update on all previous incomplete audit recommendations and how much progress has been made in achieving them. 

Progress was reported regarding two areas: Succession Planning, and Risk Maturity.

The report showed actions taken and those still to be taken, the named persons responsible and the dates for completion of each.

After discussion, it was agreed to reword the Management Comment at bottom of page 1 regarding the appraisal form.
The Committee thanked Roger Dawe and NOTED the good progress being made.

(Ian Jones left the meeting at 6.45pm.)
	RHD

	
	
	

	09/10
	Minutes of College Risk Management Group

Roger Dawe presented minutes of two meetings of the College Risk Management Group held on 12 and 19 October 2009. The Group comprises the Principal, the two Deputy Principals and the three Assistant Principals.
The Committee NOTED the two sets of minutes.
	

	
	
	

	09/11
	Risk Register 2009/10 – Review

Roger Dawe reported that the Risk Register 2009/10 was approved by Audit Committee on 9 June 2009 and presented to the Corporation on 6 July 2009. This report requests the Committee to consider and approve an updated version of the Register.

The proposed changes are highlighted on the Register in bold (with original scores shown in brackets) and reflect the views of the Risk Management Group meeting of 19 October 2009.
The Committee ACCEPTED the Risk Register Review and RECOMMEND it to the Corporation at its meeting on 14 December 2009.
	

	
	
	

	09/12
	Risk Management Action Plan 2009/10 – Progress Report
Roger Dawe presented the report which provides the Committee with a progress update on the implementation of the Risk Management Action Plan 2009/10.

The Plan is completed by the Risk Management Group and has been adjusted to incorporate the cross referencing of the Risk Management Objectives with the College Strategic Objectives, as agreed following the Risk Maturity Audit completed in May 2009. 

It was agreed that the document needs to be re-drafted to take account of the new Risk Register, and a more attractive-looking, easier-to-read document is required. 
The Committee thanked Roger Dawe and NOTED the progress being made.
	TB/ RHD

	
	
	

	09/13
	Monitoring of Risk Management Policy

This item was deferred until the next meeting of Audit Committee on 9 March 2009 at the request of Assistant Principal Ted Behan.
	TB/
Clerk

	
	
	

	09/14
	Annual Report of Audit Committee to Corporation

The Chair presented the partly completed report and requested permission of the Committee to progress this away from committee. When complete, he would email the finished report to the Clerk. The Committee agreed to this request.

The Committee APPROVED the Annual Report of the Audit Committee to be finalised by the Chair and RECOMMEND it to the Corporation at its meeting on 14 December 2009.
	PG

	
	
	

	09/15
	LSC Financial Management Report and Action Plan

Roger Dawe reported that when Ofsted visited in May 2009 there was a simultaneous visit from LSC to review the College’s Financial Management and Governance Framework. The report has recently been completed and an action plan derived to respond to LSC’s recommendations.
The report graded the effectiveness of the College’s financial management and governance framework as Grade 3 (Grading range: Grade 1 ‘Full assurance’, to Grade 5 ‘Limited assurance’)

Grade 3 means the level of assurance is ‘Satisfactory’, which is adequate. This means also there are some areas of weakness and some areas of strengths.

The Action Plan shows the actions to be taken, the named persons responsible and the timescales involved for each.

After discussion it was agreed that some of the recommendations were quite helpful.

The Committee thanked Roger Dawe and NOTED the Report.
	

	
	
	

	09/16
	Date and time of next meeting
5.30pm on Tuesday 9 March 2010
	

	
	
	

	09/17
	Identification of confidential items

None
	

	
	
	

	09/18
	Any other Business (notified in accordance with Standing Orders)

Amendment to Terms of Reference
The Clerk reported that the terms of reference and annual business cycle were last reviewed and approved on 9 June 2009.

In line with all other committees’ terms of reference, the fourth paragraph under Membership should now be amended from:

‘The Corporation at their annual general meeting shall select the Chair of the Committee (Co-opted members shall not be eligible as Chair of the Committee). ‘

To read:

‘The Corporation at their annual general meeting shall select the Chair of the Committee. If the Chair, for whatever reason, is unable to continue, his/her replacement shall be appointed by the Committee subject to the approval of the Corporation. Co-opted members shall not be eligible as Chair of the Committee.’

The Committee APPROVED the amendment to its terms of reference.
	Clerk

	
	
	

	
	Meeting closed at:

7.10pm
	

	
	
	

	
	Signature (Chair of the Audit Committee):

Date:
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