
Audit Committee 24-09-18W.docx  Page 1 of 8 

 

 
 
 
 

MINUTES OF THE AUDIT COMMITTEE 
HELD ON THURSDAY 24 SEPTEMBER 2018 

 
PRESENT: 
 
Mike Cheston   Chair 
Chris Johnson   Member 
John Whittaker  Co-opted Member  
 
IN ATTENDANCE: 
 
Jennifer Eastham   Vice Principal: Finance and Corporate Services 
Sarah Massel   RSM – Internal Auditor 
Graham Towse  Interim Principal and Chief Executive  
 
Jean Tracy   Clerk to the Corporation  
Caroline Wilson  Board Administrator 
 
 
It was noted that the meeting commenced at 17:36 and was quorate. 
 
1. APOLOGIES FOR ABSENCE 
 

Apologies for absence were received from Louise Mattinson.   
 
Apologies were also received from Hamid Ghafoor (BDO – External Auditor), Michael Harding 
(RSM – Internal Auditor), Alix Siddall (BDO – External Auditor) and Lisa Randall (RSM – Internal 
Auditor). 

 
2. DECLARATION OF CONFLICTS OF INTEREST 
 

The Chair advised those in attendance that should members of the Audit Committee become 
aware of any potential conflicts of interest, they should be disclosed at the earliest opportunity 
during the meeting. 

 
3. MINUTES OF THE AUDIT COMMITTEE MEETING HELD ON THURSDAY 7 JUNE 2018 
 

The Minutes of the Audit Committee meeting held on Thursday 7 June 2018 were AGREED as 
a true and accurate record and were duly signed by the Chair. 

 
4. MATTERS ARISING 
 

There were no matters arising. 
 
5. PRESENTATION ON RISK-THEMED TOPIC – RECRUITMENT 2018/19 
 

The Committee received a presentation on the Risk Themed Topic – Recruitment 2018/19 which 
provided an update on the College’s current student numbers against target.  The information 
was correct as at 20 September 2018 and the Committee noted that the data changed on a daily 
basis. The Vice Principal: Finance and Corporate Services reminded the Committee that 
recruitment featured a number of times on the Risk Register, both directly and indirectly. 
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The Vice Principal: Finance and Corporate Services talked through the recruitment data against 
target in detail, which included Further Education provision (16-18 enrolments, 19+ enrolments 
and Advanced Learner Loans), Apprenticeships, Higher Education and Commercial.   
 
The Committee was advised that whilst the number of enrolments for Higher Education (HE) had 
improved slightly since the Report had been published, there was still a significant shortfall.   The 
Vice Principal: Finance and Corporate Services advised that the financial impact of this shortfall 
was being quantified and that Policy and Resources Committee would discuss the impact of this 
at its meeting on 1 October 2018. 
 

17:45 The Interim Principal and Chief Executive joined the meeting. 
 

The Interim Principal and Chief Executive advised members that there were a number of reasons 
why the College was facing a shortfall in HE numbers, including unconditional offers made to 
students with many choosing to attend University instead of the College. 
 
In answer to a question from the Chair, the Vice Principal: Finance and Corporate Services 
provided information on the expected shortfall in income and on the plans which were in place 
to increase income and reduce costs. 
 
On reflection, one member asked who owned the master plan of courses available to the 
students.  The Vice Principal: Finance and Corporate Services talked through the Business 
Planning process where the curriculum was reviewed, Labour Marketing Intelligence (LMI) data 
was analysed and Curriculum areas presented their plans to the College’s Executive Team.  
Members were further advised that the Corporation Board would consider this also as part of 
their Strategic Seminar in November 2018. 

 
17:53 Sarah Massel (RSM Internal Auditor) joined the meeting, having been delayed by 
traffic. 
 
6. AUDIT KEY PERFORMANCE INDICATORS 

 
The Committee received an update on the Audit Key Performance Indicators for 2017/18 which 
supported the Committee in assessing Risk.    
 
The Vice Principal: Finance and Corporate Services talked through the Report and the following 
was noted: 
 

 Compliance checks undertaken by the Finance Team had changed during 2017/18 in order 
to identify areas of processes where gaps in staff knowledge existed.  Where gaps were 
identified, additional support had been provided; 

 A further revision to the compliance process would be the issuing of briefing notes, on an 
annual basis, to key colleagues prior to the end of the academic year as a reminder of their 
roles and responsibilities in respect of the financial policies and procedures; 

 The Debtor position was more favourable compared to the previous academic year; 

 The College was on track to meet the Bank Covenants. 
 

On consideration of the information provided, the Audit Committee noted the performance 
against the Key Performance Indicators for 2017/18. 
 
The Audit Committee further APPROVED that the Performance Indicators for 2018/19 remained 
unchanged as the current suite of Performance Indicators had a wide coverage and had worked 
well in 2017/18. 
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7. REGULARITY AUDIT 2018 – SELF-ASSESSMENT QUESTIONNAIRE 
 

The Vice Principal: Finance and Corporate Services reminded the Committee that the 
Corporation Board was required to make a statement on regularity, propriety and compliance 
within the annual financial statements.  To support the Corporation Board in making the 
assessment and to ensure completeness, a self-assessment questionnaire had been developed 
which provided clarity over the framework, including the funding bodies’ interpretation of the key 
requirements and the type of evidence that should be considered. 
 
Members received a copy of the completed Regularity Audit 2018 - Self-Assessment 
Questionnaire noting that the College had met its statutory obligations.  The Vice Principal: 
Finance and Corporate Services advised that this would be submitted to the College’s External 
Auditor (BDO) to review as part of their year-end work. 
 
The Audit Committee RECOMMENDED the Regularity Audit 2018 – Self-Assessment 
Questionnaire to the Corporation Board for approval and signature by the Chair of the 
Corporation Board and the Principal and Chief Executive, as the Accounting Officer. 
 

8. INTERNAL AUDIT REPORTS 
 

i) Internal Audit Annual Report and Opinion – Year Ended 31 July 2018 – Sarah Massel (RSM) 
was welcomed to the meeting to present the Annual Internal Audit Report and Opinion – Year 
Ended 31 July 2018. 
 
The Committee was advised that the Report provided an annual Internal Audit Opinion based 
upon and limited to the work performed, on the overall adequacy and effectiveness of the 
College’s risk management, control and governance processes.  It was noted that the opinion of 
the Head of Internal Audit (RSM) had reduced by one level for the 12 months ending 31 July 
2018 due to the Internal Audit that had taken place in February 2018: ‘Student Target Setting 
and Tracking (ProMonitor) which received a ‘partial assurance’ opinion; this had been reported 
to the Committee at its meeting in June 2018.  Three of the four agreed management actions 
had been completed from this Internal Audit with the last action being completed in September 
2018.  The annual Internal Audit Opinion given was ‘The organisation has an adequate and 
effective framework for risk management, governance and internal control.  However, our work 
has identified further enhancements to the framework for risk management, governance and 
internal control to ensure that it remains adequate and effective’. 
 
Ms Massel talked through the content of the annual Internal Audit Report and explained that the 
College had made good progress in implementing the agreed actions, advising that overall there 
had been seven ‘medium’ actions and seven ‘low’ actions agreed to address the previous year’s 
internal audit findings.  Of these 12 had been implemented in full or had been superseded and 
the remaining two were ‘medium’ priority management actions.  The Committee also considered 
the summary of internal audit work completed in 2017/18 and the information on the high, 
medium and low level actions agreed.  
 
Members were further guided through the Report which included the basis of the Internal Audit 
Option; RSM’s performance in how they had added value in 2017/18 and Annual Opinions. 
 
The Audit Committee AGREED to recommend the Annual Internal Audit Report – Year Ended 
31 July 2018 to the Corporation Board for approval. 

 
9. ESF MATCH FUNDING COMPLIANCE VISIT – UPDATE 
 

The Vice Principal: Finance and Corporate Services presented a Report which provided an 
update on the European Social Fund (ESF) Match Funding Compliance visit that had taken place 
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in the summer term 2018; the Audit Committee had been advised of this visit at their meeting on 
7 June 2018. 
 
Members were advised that the Audit had gone well and the Audit Team attended the College 
for two of the three planned days.  The Vice Principal: Finance and Corporate Services explained 
that a common theme identified during the Audit was the incorrect use of the ESF logo on some 
occasions, as the College had used the European Structural and Investment Fund (ESIF) logo 
due to the College receiving funding from both the European Regional Development Fund 
(ERDF) and the European Social Fund (ESF); in some instances the logo had been omitted on 
subcontractor documentation.  A clear Action Plan had been put in place, to ensure the correct 
logo was used, and it was noted that all actions had been completed by the ESFA deadline of 
21 September 2018.  As also required, the College had sent evidence of completion of the 
actions to the ESFA ESF Compliance and Performance Adviser. 
 
The Audit Committee noted this update. 

 
10. ESFA ASSURANCE REVIEW OF 2017/18 FUNDING 
 

The Committee was advised that each year the Education and Skills Funding Agency (ESFA) 
undertake a series of Assurance Reviews to ensure that funds were utilised in line with the 
published guidance.  It was noted that some providers were part of a random sample whilst 
others part of a risk based sample; the example of an Ofsted outcome of ‘Requires Improvement’ 
was given as a reason for inclusion in a risk based sample. 
 
The Vice Principal: Finance and Corporate Services explained that the College had received 
notification on 6 July 2018 that it had been selected as part of the risk based sample and a team 
of External Auditors visited the College week commencing 17 September 2018. 
 
Covering all ESFA funded provision including 16-18, Adult, Apprenticeships and bursaries, a 
sample of 160 files had been requested following the College’s submission of its final funding 
return on 30 August 2018.  Verbal feedback following the Assurance Review had been positive 
however the formal outcome would be reported at the next meeting of the Audit Committee in 
November 2018. 
 
The Vice Principal: Finance and Corporate Services explained that if the College was found to 
have under or over claimed for any of the learners within the sample, the differences would be 
logged and the percentage variance could be extrapolated across the total funding.  If the 
variance fell outside the allowed tolerances, a claw back of funding could take place. 
 
The Audit Committee noted the update provided and thanked the Vice Principal: Finance and 
Corporate Services and the team for the work involved, this included Data Audit and Compliance 
Manager. 

 
11. INTERNAL AUDIT – ACTION POINT STATUS (PROGRESS TOWARDS COMPLETION OF 

RECOMMENDATIONS) 
 

The Vice Principal: Finance and Corporate Services presented the Internal Audit – Action Point 
Status (progress towards completion of recommendations) Report, advising that it had not been 
considered by any other Committee or the Corporation Board. 
 
The Report provided progress towards the completion of any outstanding actions which had been 
recommended by the Internal Auditors (RSM) following the Internal Audits carried out during the 
2017/18 academic year.  Members were advised that as at 14 September 2018, two actions 
remained outstanding however these were marked as ‘amber’ as they were almost complete.  
The Vice Principal: Finance and Corporate Services talked through these which related to the 
Internal Audit carried out in November 2017 on General Data Protection Regulation (GDPR) 
Governance 
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The Audit Committee acknowledged the update provided. 
 

12. RISK MANAGEMENT ANNUAL REPORT 2017/18 
 

The Risk Management Annual Report for 2017/18 was received.  The Report, which had not 
been considered by any other Committee, summarised the College’s Risk Management activities 
of the College along with the overall operational environment.   
 
The Vice Principal: Finance and Corporate Services explained that there had been considerable 
change within the sector, including Brexit negotiations, changes to Apprenticeships, continued 
pressure on recruitment alongside the continued context of overall efficiency improvements that 
were required across the sector. 
 
The College’s Risk Register covered the high level risks facing the College and was presented 
to both the Audit Committee and the Corporation Board.    The Vice Principal: Finance and 
Corporate Services explained that the Risk relating to the ‘Impact of Area Based Reviews’ had 
been reduced in the previous academic year and as this process had now completed, the Risk 
had been removed. 
 
The Vice Principal: Finance and Corporate Services continued that the College’s Internal 
Auditors used the Risk Register to formulate their plans for areas that should be subject to 
Internal Audit, whilst the External Auditor reviewed the Risk Register as part of the year end 
Audit. 
 
The Key Risks that had been identified as scoring as high, during the 2017/18 academic year 
included changes/reduction in Government Funding; failure to meet income targets; and failure 
to meet enrolment targets. 
 
The Audit Committee recommended the Risk Management Annual Report for 2017/18 to the 
Corporation Board for approval. 

 
13. RISK MANAGEMENT – RISK REGISTER 2018/19 
 

The Risk Register for 2018/19, which had been reviewed by the Executive Team, was presented 
to the Committee. 
 
The Vice Principal: Finance and Corporate Services explained that the following three risks 
remained high level due to recruitment challenges with Action Plans in place to mitigate the risk.  
These three risks were noted as being failure to meet enrolment targets; failure to meet 
international targets; and failure to meet income targets. 
 
The Vice Principal: Finance and Corporate Services advised members that whilst ‘Failure to meet 
income targets’ was already classified as a ‘16’, this did not need to be updated in light of the 
current recruitment position, as reported at item 5 and would be reported to the Corporation 
Board. 
 
The Audit Committee AGREED to recommend the Risk Management – Risk Register for 2018/19 
to the Corporation Board for approval. 

 
14. AUDIT COMMITTEE ANNUAL REPORT 2017/18 
 

The Annual Report for the Audit Committee for 2017/18 was considered, which provided a 
summary of the Committee’s activities relating to the financial year under review in line with the 
Post 16 Audit Code of Practice (ACoP); including how the Audit Committee had performed 
against its Terms of Reference. 
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Members were advised that the Annual Report incorporated the Internal Audit Opinion, the 
revised Terms of Reference and the Audit Committee’s Attendance statistics for 2017/18. 
 
The Annual Report must be submitted to the Corporation Board before the Statement of 
Corporate Governance and Internal Control in the accounts was signed and there was a 
requirement that the Annual Report was submitted in the end of year accounts to the Education 
and Skills Funding Agency (ESFA). 
 
The Vice Principal: Finance and Corporate Services reported that there were no points she 
wished to draw to members’ attention. 
 
The Audit Committee APPROVED the Annual Report of the Audit Committee for 2017/18 for the 
Chair of the Audit Committee to sign once it had been approved by the Corporation Board. 

 
15. AUDIT COMMITTEE TERMS OF REFERENCE – REVIEW OF FOR 2018/19 AND PROGRESS 

TOWARDS FOR 2017/18 
 

The Clerk to the Corporation noted that progress against the Audit Committee’s Terms of 
Reference had been covered within the Annual Report (as reported on under Item 14).  Changes 
to the Audit Committee Terms of Reference had been made in 2017/18 to reflect the updated 
Post 16 Audit Code of Practice and to correct typographical errors and these had been previously 
approved by the Corporation Board. 
 
The Audit Committee: 
 

 Noted the Committee’s review of progress against its Terms of Reference contained in the 
Annual Report for 2017/18; 

 Considered that the Committee had met the requirements under its Terms of Reference for 
the academic year 2017/18; 

 Did not wish to make any further amendments to its Terms of Reference and AGREED these 
for recommendation to the Corporation Board for approval. 

 
16. SUBCONTRACTING PROVISION – REVIEW OF 2017/18 PROVISION AND RATIONALE FOR 

2018/19 PROVISION 
 
The Vice Principal: Finance and Corporate Services presented a Review of the Subcontracting 
Provision for 2017/18, advising that updates had been previously presented to the Audit 
Committee, Policy and Resources Committee and the Corporation Board. 
 
It was reported that the College had one Subcontract with a private training provider, Practical 
Refrigeration Training Centre (PRTC), for Refrigeration Apprentices, which commenced during 
the 2016/17 academic year.  No new students had been enrolled to the programme during the 
2017/18 academic year and the five remaining students who were continuing in 2018/19, would 
be supported until the end of their programme. 
 
The Committee was advised that following a review of the performance of the arrangement and 
forecasted income versus expenditure for the new Apprenticeship Standards, the College had 
taken a decision not to commence any further new groups. 

 
17. AUDIT SCHEDULE 2018/19 
 

The Audit Committee received details of the Internal and External Audit Schedules for the 
2018/19 academic year.   
 
The Vice Principal: Finance and Corporate Services proposed a change to the Internal Audit 
Schedule, requesting approval for the Internal Audit on ‘Cyber Security’ to move from May 2019 
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to November 2018; the Risk Assurance Review to be delayed for inclusion in the Internal Audit 
schedule for 2019/20; and a Review linked to Work Placements to take place in May 2019.   
 
The Audit Committee APPROVED these changes, subject to the availability of RSM.   
 
Ms Massel would confirm whether the date for the Internal Audit on ‘Cyber Security’ could be 
accommodated by the specialist Audit Team. 

Action: Sarah Massel (RSM) 
 

The Committee further noted that the External Audit work, being carried out by BDO, would 
commence from 1 October 2018 until 12 October 2018. 

 
18. ADDITIONAL SERVICES PROVIDED BY BDO EXTERNAL AUDITOR 
 

In line with the Audit Committee’s Terms of Reference to inform the Corporation of the provision 
of any additional services by the financial statements regularity and other audit and assurance 
providers, the Vice Principal: Finance and Corporate Services advised that the College’s External 
Auditor, BDO VAT partner, had provided internal advice regarding some significant VAT returns 
the College was working on during the 2017/18 academic year.  The total amount of this work, 
including VAT, was reported as being £1474.15. 
 
The Audit Committee noted this additional work and recommended the Report to the Corporation 
Board for approval. 

 
19. RSM – BEYOND THE BALANCE SHEET 
 

The Committee received a Report that had been issued by the College’s Internal Auditors RSM 
in Spring 2018 titled ‘Beyond the Balance Sheet’.  The Report highlighted a series of metrics that 
were non-financial or go ‘Beyond the Balance Sheet’ and could be used as ‘Yardsticks’ of 
success.  College Management had evaluated the recommendations and provided a response 
detailing the metrics that had been adopted and were utilised, including those which were 
ongoing; this was appended to the Report for the Committee’s information. 
 
The Report was provided to give Members assurance that the College’s practices were in line 
with recommendations from RSM. 

 
20. DATA RETURNS MONITORING REPORT 2017/18 AND 2018/19 
 

The Audit Committee received a Report, for information, that confirmed the College was 
compliant with regard to Data/Funding returns for both the academic year 2017/18 and 2018/19. 

 
21. ANY OTHER BUSINESS 
 

There were no items discussed under Any Other Business. 
 
22. REVIEW OF MEETING 
 

The Chair noted that he had been impressed by the quality of work carried out by the Team, 
noting the excellent outcomes. 
 
The Chair further advised members that this would be his last meeting as Chair, and thanked 
members and College management for their support during his time on the Corporation Board. 

 
23. DATE AND TIME OF NEXT MEETING 
 

Thursday 29 November 2018 at 5.30pm. 
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Signed: …………………………………………….. 
 
 
Date:  …………………………………………….. 


