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MINUTES OF THE AUDIT COMMITTEE 
HELD ON TUESDAY 26 FEBRUARY 2019 

 
 
PRESENT: 
 
Eugene Sullivan  Chair 
Chris Johnson   Member 
John Whittaker  Member 
 
IN ATTENDANCE: 
 
Dr Fazal Dad   Principal and Chief Executive  
Jennifer Eastham   Vice Principal: Finance and Corporate Services 
Sarah Massel   RSM – Internal Auditor 
 
Jean Tracy   Clerk to the Corporation  
Caroline Wilson  Board Administrator 
 
 
It was noted that the meeting commenced at 16:59 and was quorate. 
 
The Chair thanked the Vice Principal: Finance and Corporate Services and the Clerk to the 
Corporation for the work involved in preparation of reports for the meeting.  He also welcomed Dr 
Fazal Dad to his first Audit Committee meeting at the College. 
 
 
1. APOLOGIES FOR ABSENCE 

 
Apologies for absence were received from Louise Mattinson. 
 
Apologies were also received from Hamid Ghafoor (BDO – External Auditor), Alix Sidall (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 TUESDAY 20 NOVEMBER 2019 
 

The Minutes of the Audit Committee meeting held on Tuesday 20 November 2018 were 
AGREED as a true and accurate record and were duly signed by the Chair. 

 
4. MATTERS ARISING 
 

There were no matters arising. 
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5. PRESENTATION ON RISK-THEMED TOPIC – INSOLVENCY REGIME 
 

The Vice Principal: Finance and Corporate Services provided an update on the new College 
Insolvency Regime that came into effect on 31 January 2019.    The key to avoiding insolvency 
was to maintain good financial health. 

 
The key headlines were reported as being: 

 
• Normal commercial insolvency law will apply to College; 
• In case of an insolvency, the Department for Education (DfE) can appoint an Education 

Administrator who will have wider duties – to protect students as well as creditors; 
• Statutory insolvency is a back stop; the DfE plan to use a non-statutory route in the first 

instance, including commissioning an Independent Business Review; 
• The Education and Skills Funding Agency (ESFA) will end the current policy of offering 

Exceptional Financial Support (EFS) to colleges from 31 March 2019. 
 

The Committee received, for its information, extracts from the DfE Guidance which were relevant 
for Governors and also a Question and Answer document that had been issued by the 
Association of Colleges (AoC) which included a specific information on what the insolvency 
regime would mean for Governors.  The full DfE document had been uploaded to the Governors’ 
Portal. 

 
The Vice Principal: Finance and Corporate Services explained that there was a huge emphasis 
on the Corporation Boards of colleges to be aware of their role, their understanding of what 
insolvency meant and to hold managers accountable for their actions.  A member of the 
Committee noted that it was important to understand the definition of insolvency – an institution 
could run at a deficit and not be insolvent. 

 
The Report would be presented to the Policy and Resources Committee at its meeting on 4 
March 2019 and to the Corporation Board at its meeting on 15 March 2019.  Input at the Mid-
Year Review on 15 March 2019 by the Association of Colleges (AoC) would also include best 
practice and an overview and update on the impact of the Insolvency Regime. 

 
17:16 Sarah Massel (RSM Internal Auditor) joined the meeting. 
 
6. ESFA FUNDING ASSURANCE REVIEW 2017/18 

 
Further to the update received by the Committee at its meeting on 20 November 2018, the Vice 
Principal: Finance and Corporate Services presented the final Report which had been received 
following the Education and Skills Funding Agency (ESFA) Assurance Review which had taken 
place week commencing 17 September 2018 by PriceWaterhouseCoopers  
 
The Vice Principal: Finance and Corporate Services reported that there had been no significant 
issues identified or funding clawback and it was reported that the funding claims had been 
properly compiled in accordance with the ESFA’s funding rules for 2017/18. 
 
The Chair asked for information on the percentage error rate and was informed that this was well 
within the tolerance figure.  The actual figure would be reported to the Committee. 

Action: Vice Principal: Finance and Corporate Services 
 
The Committee noted this positive outcome. 

 
7. AUDIT PERFORMANCE INDICATORS 2018/19 UPDATE 
 

An update on the Audit Performance Indicators 2018/19 was received and members were 
advised that these had been previously introduced by a former Chair of the Committee to add 
additional value to the assurance role of the Committee. 
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The Vice Principal: Finance and Corporate Services talked through the Report and the 
Committee noted that the Performance Indicators were in line with expectations and there were 
no issues.  The Committee noted the work being carried out by the Data Audit and Compliance 
Manager. 
 
Members were however advised that a revised budget would be presented to the Policy and 
Resources Committee and Corporation Board to reflect the revised estimates of financial 
performance due to the under recruitment.  The Vice Principal: Finance and Corporate Services 
explained that following the reforecast, the College’s Financial Health would remain as Good, 
the Staff to Income ratio was 65.4%, the FE Commissioner’s operating surplus was forecast to 
be slightly below the 3% target, and the Bank Covenants were within the parameters although 
close to the Operational Leverage.   The Committee was advised that this had been flagged 
within the Risk Register and the College was monitoring the position closely.  Full discussions 
on financial matters would take place at Policy and Resources Committee. 
 
A discussion took place regarding monitoring of key controls internally by the College in addition 
to the Internal Audit process and members agreed that it was beneficial for this to take place if 
there was sufficient resource to support this work.  The Chair asked the Vice Principal: Finance 
and Corporate Services to reflect on whether there was resource capability to have internal 
checks taking place. 

Action: Vice Principal: Finance and Corporate Services 
 
On reflection of the information presented within the Report, the Chair advised that he felt 
uncomfortable regarding the overlap with the Audit Performance Indicators which would be 
considered and monitored by the Policy and Resources Committee.  It was therefore proposed 
and AGREED that as there was no statutory requirement to have Performance Indicators for the 
Audit Committee, and whilst the internal compliance/audit checks would take place, the 
Committee would not receive an update Report. 

 
8. INTERNAL AUDIT REPORTS 
 

Sarah Massel (RSM) provided feedback on the following Internal Audit Reports. 
 
i) Qualifications on Entry – Maths and English – The Report followed a review of the processes 
used by the College for the verification and recording of student qualifications in relation to 
English and Maths on enrolment. 

 
Ms Massel confirmed that the Report provided Substantial Assurance and it was confirmed that 
the College had processes in place for assessing students’ English and Maths pre-entry 
qualifications at the point of enrolment, and for ensuring they were enrolled on appropriate 
English and Maths aims for both 16-19 Study Programmes and Apprenticeships. 

 
Two ‘low’ priority management actions had been identified and these related to the data 
cleansing exercises to be carried out and ensuring consistency between data on the personal 
learning record (PLR) and the data recorded in the College’s EBS system.  There were no 
funding implications relating to the recommendations.   

 
The Audit Committee noted the content of the Report, including the agreed management 
responses to the two recommendations. 

 
ii) Student Target Setting and Tracking (ProMonitor) - Extended Follow Up - A review of the 
processes and controls for the recording and monitoring of student information held on the 
ProMonitor system had taken place in November 2018, including a follow up of the agreed 
managements actions from the Student Target Setting and Tracking (ProMonitor) 2017/18 
Internal Audit Report. 
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Receiving Substantial Assurance, it was reported that the College had put in place additional 
forums, groups and Boards since the original Audit for the monitoring and management of 
student data in respect of student target setting and tracking in the ProMonitor system. 

 
Three of the four agreed management actions had been completed, however one ‘medium’ 
priority action was ongoing as the Internal Audit identified that not all data fields within the 
ProMonitor system were being fully populated and there was therefore a risk to the validity of the 
Reports presented to management as part of the monitoring, review and challenge process.  It 
was noted that this would be followed up in the next year. 

 
iii) Cyber Security Review - RSM had carried out a review to provide the College with assurance 
over controls around the management, access and security of IT equipment to ensure resilience 
to security threats.   

 
Carried out by RSM’s Cyber Security Team, the College received Partial Assurance and it was 
reported that the College had implemented a number of strong technical controls in order to 
secure the network against external attacks.  However, there was a need for control 
improvements and one ‘high’ priority action, four ‘medium’ priority actions and two ‘low’ priority 
actions had been proposed. 

 
The Vice Principal: Finance and Corporate Services responded that since the review, staff within 
the IT Team had received training and target objectives had been given in relation to the 
management actions identified.  A further Review would take place in the 2019/20 academic year 
and RSM would carry out a follow up review in May 2019. 

 
The Chair reflected on the information presented and advised that given the assurance received 
and the effect to the overall Internal Audit Opinion, every effort should be made to rectify the 
issues identified within the Audit Report. 

 
iv) Key Financial Controls: Debtors and Sales Ledger - The Internal Audit of Key Financial 
Controls: Debtors and Sales Ledger received Substantial Assurance and found that controls 
were in place, appropriately designed and were being correctly and consistently applied in 
relation to income and debtors. 

 
One ‘low’ management action had been identified in relation to ensuring that a clear record was 
retained of telephone calls made to debtors to attempt to recover monies owed.   The Committee 
was advised that this action had been completed and the Finance Team recorded and retained 
the date and outcomes of all telephone calls. 

 
On a separate note, the Chair advised Ms Massel that he would wish to see specific deadline 
dates rather than months within the Internal Audit Report Action Plans - Implementation Date. 

 
Action: RSM 

 
v) Progress Report - The Committee received a Report which provided a summary update on 
the progress made against the 2018/19 Internal Audit Plan and a summary of the results of the 
work.   

 
It was reported that four (57%) of the seven assignments had been completed, one would take 
place 22-26 April 2019 and two in week commencing 7 May 2019. 

 
The Committee received a Report, for information, which was titled ‘Do your staff know enough 
to protect your organisation?’, the content covering why cyber security was crucial for staff at 
work, at home and on the move.  The Vice Principal: Finance and Corporate Services confirmed 
that the Report would form part of the training linked to the Internal Audit Review reported at Item 
8 (iii). 
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9. INTERNAL AUDIT – ACTION POINT STATUS (PROGRESS TOWARDS COMPLETION OF 
RECOMMENDATIONS) 

 
A Report was received which provided an update on the progress towards completion of the 
recommendations following Internal Audits carried out by RSM. 

 
As reported at Item 8 (v), four Internal Audits had been undertaken in the 2018/19 academic year 
and the recommendations from those were included within the Report. 

 
Of the 13 recommendations/actions, seven had been completed.  The remaining six actions, 
rated as ‘Amber’, were ongoing within the recommended timeframe.  The full detail of each 
recommendation, agreed management action and the update to date was included as an 
appendix. 

 
In response to a question from the Chair, the Vice Principal: Finance and Corporate Services 
confirmed that she would identify whether all actions following the Internal Audit on GDPR had 
been completed. 

Action: Vice Principal: Finance and Corporate Services 
 

The Committee acknowledged that it was good practice to have an Action Point Status Report 
and members were assured that RSM followed up on the completion of 
actions/recommendations to test that these had been implemented. 

 
10. RISK MANAGEMENT – RISK REGISTER 2018/19 
 

The Vice Principal: Finance and Corporate Services presented an update on the College’s Risk 
Register for 2018/19 which had been reviewed by the Executive Team on 31 January 2019 but 
had not been considered by any other Committee. 

 
Members were advised that four risks remained high level, these being reduction in Government 
funding, failure to meet income targets and failure to meet enrolment targets, due to recruitment 
challenges, plus failure to deliver quality improvement and achieve a successful outcome at 
Ofsted.  Action plans were in place to mitigate.  With regard to the latter, the Committee was 
advised that due to the College receiving ‘Requires Improvement’ for a second time, the 
Education and Skills Funding Agency (ESFA) would closely monitor the progress being made on 
the College’s journey of improvement. 

 
The Committee was informed that a new Risk had been added to the Human Resources section 
of the Risk Register linked to Industrial Action.   Three Risks had also been flagged for removal; 
the Vice Principal: Finance and Corporate Services talked through each of these in detail. 

 
On reflection of the Risk Register, the Chair asked if the College had looked at the adverse 
movement and the effect on the College if two or more of the four high level Risks occurred.  The 
Vice Principal: Finance and Corporate Services provided an overview and advised members that 
the College had different income streams and as managers, close monitoring was taking place 
with quick action taken; through the Business Planning process, Managers planned for the future 
and the College was proactively looking for savings but not at the detriment of the student 
experience.  The Principal and Chief Executive added that whilst the College was having to make 
savings, Quality needed to be raised across the College.   

 
The Chair acknowledged the information that had been provided, however explained that from a 
Governor’s point of view, scenario planning would be appropriate. 

 
Having considered the report, the Audit Committee agreed the Risk Management – Risk 
Register. 
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11. ANNUAL REPORT ON THE OPERATION ARRANGEMENTS RELATING TO THE SPORTS 
FACILITY 

 
The second Annual Report was received.  The Report provided an overview of the effectiveness 
of the Operational Arrangements for the joint Sports Facility between the College and Blackburn 
with Darwen Borough Council. 

  
The Committee was advised that the Steering Group had met on two of the three planned 
meeting dates, the third having been cancelled owing to diary conflicts and other priorities.  
Dialogue had been maintained between the respective leads to ensure the cancellation of the 
third meeting did not delay any decisions that needed to be taken. 

 
At the most recent Steering Group meeting, draft Terms of Reference had been discussed which 
would summarise the purpose and remit of the Steering Group, based upon the lease and 
operating agreement.  The final version would be presented to the Audit Committee at a future 
meeting. 

Action:  Vice Principal: Finance and Corporate Services  
 

It was reported that there remained one long standing defect item, namely the stainless steel 
within the pool.  Two further potential defect items had become apparent; the Council was leading 
on these and reporting back to the Steering Group meeting at each meeting. 

 
Operationally the arrangement was working well and the building was operating efficiently, with 
both parties striving to accommodate the requests from the other wherever possible. 

 
It was noted that following discussions over the Council providing all maintenance services within 
the Sports Facility, the proposal and associated Service Level Agreement was with College 
management for consideration. 

 
The Audit Committee noted the content within the Report. 

 
18:15  At this point of the meeting, it was AGREED to move to Part II Items on the agenda. 
 
18:19 The meeting returned to Part I items. 
 
12. RSM FE BENCHMARKING REPORT 
 

The Committee received the Benchmarking Report from the College’s Internal Audit Provider, 
RSM, which provided a comparison against the numbers of actions agreed, and the assurance 
opinions provided in similar audits performed across the sector within RSM’s client base. 

 
From the information within the Report, the Vice Principal: Finance and Corporate Services 
advised the Committee that it was pleasing to see that the College compared favourably to the 
sector. 

 
13. AUDIT SCHEDULE 2018/19 

 
An update on the Audits planned for the remainder of the 2018/19 academic year was received 
by the Committee for information. 

 
Members were advised that the External Auditors, BDO, had completed their Audit work on the 
2017/18 financial year. 

 
The Report noted that three Internal Audits were still to be completed as part of the College’s 
Internal Audit Plan; these related to the Student Journey - Recruitment and Enrolment (April 
2019), Health and Safety - Work Placements and the Internal Audit Follow Up in May 2019. 
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14. DATA RETURNS MONITORING REPORT 2018/19 
 
The Committee received a Report, for information, confirming that the College was compliant 
and the required data/funding returns were being submitted in a timely manner for the academic 
year 2018/19. 
 

15. BREXIT UPDATE 
 

Following the presentation at the Audit Committee meeting on 20 November 2018, the Vice 
Principal: Finance and Corporate Services provided an update on the developments in relation 
to Brexit. 

 
The Committee received, for information, the latest release from the Association of Colleges 
regarding planning for Brexit and colleges were recommended to have plans in place on how to 
deal with the impact, management to have flagged the areas likely to be impacted and to assess 
what level of risk it would create, however no mitigating action could be taken at this stage. 

 
Members were advised that further updates would be shared as they became available. 

 
16. ANY OTHER BUSINESS 
 

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

The Committee felt that there had been good discussion in relation to the papers presented at 
the meeting. 

 
18. DATE AND TIME OF NEXT AUDIT COMMITTEE MEETING 

 
Thursday 24 June 2019 at 5.00pm. 
 
 
 
 
 
Signed: ……………………………… 
 
Date: ……………………………… 

 
 


