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MINUTES OF THE AUDIT COMMITTEE 
HELD ON THURSDAY 26 SEPTEMBER 2019 

 
 
PRESENT:  
 
Chris Johnson  Chair 
Louise Mattinson Member 
John Whittaker Member 
 
IN ATTENDANCE: 
 
Dr Fazal Dad  Principal and Chief Executive 
Jennifer Eastham Vice Principal: Finance and Corporate Services 
 
Kashmir Azeem RSM – Internal Auditor 
Lisa Randall  RSM – Internal Auditor 
 
Jean Tracy  Clerk to the Corporation 
Caroline Wilson Board Administrator 
 
 
The meeting commenced at 17:43. 
 
Kashmir Azeem was welcomed to the meeting; introductions of all present were made. 
 
PRESENTATION OF RISK THEMED TOPIC 
 
The Vice Principal: Finance and Corporate Services provided a verbal update on key factors within 
the College’s Risk Register. 
 
An overview of the changes to Government funding, including the additional costs to colleges for the 
increases in Pension charges, was given. 
 
Whilst there was no further information to report regarding Brexit, this was classified as a low risk.  
However the College was working with the Borough to limit any impact. 
 
A detailed update on the current recruitment position was given and members were advised that 
students continued to enrol however close monitoring was taking place to limit the numbers of 
students who did not start or withdrew from their courses.     
 
The Committee was advised that the Quality Assurance Agency (QAA) would be carrying out a 
Quality Standards Review week commencing 7 October 2019, and the College would expect a 
Monitoring visit from Ofsted prior to the end of the calendar year. 
 
1. APOLOGIES FOR ABSENCE 
 

There were no apologies for absence.  It was noted that representatives from BDO would not be 
attending this meeting. 
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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 4 JUNE 2019 
 

The Minutes of the Audit Committee held on Tuesday 4 June 2019 were AGREED as a true and 
accurate record and were duly signed by the Chair. 

 
4. MATTERS ARISING 
 

Actions carried forward from 26 February 2019 meeting: 
 
6. Education and Skills Funding Agency Funding Assurance Review 2017/18 -The Vice 

Principal: Finance and Corporate Services advised that she had been unable to confirm the 
percentage error rate for the Education and Skills Funding Agency (Education and Skills 
Funding Agency) Funding Assurance Review. 

 
It was taken that all other actions from the previous meeting had been completed or would be 
covered as part of the agenda. 

 
5. INTERNAL AUDIT STRATEGY 2019/20 – 2021/22 

 
The Committee received the Internal Audit Strategy 2019/20 – 2021/22 which incorporated the 
priorities for the 2019/20 Internal Audit plan, based on the analysis of the College’s Risk Register 
in addition to other factors affecting the College for the academic year, including changes within 
the Sector. 
 
Mr Azeem (RSM – Internal Auditor) talked the Committee through the reviews that had been 
proposed as part of the Internal Audit plan, including the Strategic Risks. These included (but 
were not limited to): 
 

 Governance – Office for Students (OfS) Requirements – to consider the University Centre’s 
OfS Conditions Self-Assessment document and how the Self-Assessment was continually 
monitored and reported by the Corporation Board. 

 Compliance with Study Programmes – Work Experience – how the College ensured, where 
work experience formed an element of a study programme, the work experience was 
undertaken and feedback was obtained from the employer in line with agreed procedures.  
Ms Randall added that this was a key review being carried out with a number of colleges. 

 Subcontracting – how the College managed its subcontracting delivery, where it delivered 
education and training on behalf of other providers and organisations. 

 
The Principal and Chief Executive noted that, from a quality perspective, a review had previously 
taken place in 2017/18, with a follow up in 2018/19, on Student Target setting.  Given the new 
Education Inspection Framework, the Principal and Chief Executive advised that it would be 
beneficial to have a review on how starting points of all learners were assessed, what 
interventions were in place and how the College demonstrated progress.  Ms Randall confirmed 
that they would add a footnote to the Internal Audit Plan to carry out this review in early 2020/21, 
however this could take place sooner should the College request. 
 

Action: Lisa Randall (RSM) 
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The Internal Audit Strategy 2019/20 – 2021/22, including the Internal Audit Action Plan for 
2019/20 was RECOMMENDED to the Corporation Board for approval, noting the proposals 
regarding student assessment, interventions and progress. 
 

6. AUDIT PERFORMANCE INDICATORS 2018/19 UPDATE 
 

The Vice Principal: Finance and Corporate Services presented an update on the Audit 
Performance Indicators for 2018/19 which assisted the Committee in assessing risk. 
 
The Committee noted: 
 

 There were no major concerns with the debt levels, with a continued focus in the operational 
debt meetings on the progress of debt collection. 

 Following a revised budget being approved by the Policy and Resources Committee and the 
Corporation Board to reflect revised estimates of financial performance, the Key Performance 
Indicator had been updated based upon the approved changes and the Financial Health 
forecast was to remain as Good; the Staff Ratio forecast was reported at 65.4%; the FE 
Commissioner operating surplus was forecasted to be below the 3%; and the Bank 
Covenants were within parameters with Operational Leverage headroom low. 

 
The Vice Principal: Finance and Corporate Services advised members that a one year 
amendment to the Barclays Operational Leverage Covenant had been negotiated and agreed.  
The draft accounts for 2018/19 showed that all covenants would be met. 
 
One member requested further clarification regarding the Operating Surplus being below the FE 
Commissioner’s target of 3%.  The Committee was advised that this had been as a result of the 
shortfall in HE income in the previous academic year.   
 
In response to a further question from the Committee, the Vice Principal: Finance and Corporate 
Services provided more detail on the debt recovery process the College had in place.  Members 
were assured that debt was provided for within the Balance Sheet. 
 
The Audit Committee noted the performance against the approved Performance Indicators for 
2018/19 and APPROVED that the Performance Indicators for 2019/20 remained unchanged.  

 
7. INTERNAL AUDIT REPORTS  

 
I) Annual Internal Audit Report and Opinion – Year Ended 31 July 2019 – Ms Randall (RSM) 
presented the Annual Internal Audit Report and Opinion – Year Ended 31 July 2019. 
 
The Report had been based upon and limited to the work performed, on the overall adequacy 
and effectiveness of the College’s risk management, control and governance processes.  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 
indicated further enhancements to the framework for risk management, governance and internal 
control to ensure that it remains adequate and effective’. 
 
Ms Randall talked through the content of the Report and advised the Committee that there had 
been good control of management actions, however a couple of actions had been outstanding 
at the time of the Report being published; these had been brought forward to be completed during 
2019/20. 
 
The Audit Committee AGREED to recommend the Annual Internal Audit Report – Year Ended 
31 July 2019 to the Corporation Board for approval. 
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8. REGULARITY AUDIT 2019 – SELF-ASSESSMENT QUESTIONNAIRE 
 

The Committee received the Self-Assessment Questionnaire which supported the Corporation 
Board in making its statement on regularity, propriety and compliance with the annual financial 
statements, and provided clarity over the framework, including the funding bodies’ interpretation 
of the key requirements and the type of evidence that should be considered. 
 
The Vice Principal: Finance and Corporate Services explained that the Questionnaire had been 
completed with the Head of Finance and Clerk to the Corporation and had been shared with 
BDO (External Auditors) at their recent planning meeting, as it would be submitted as part of 
their year-end work. 
 
On consideration of the Report, the Audit Committee RECOMMENDED the Regularity Audit 
2019 – 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 Chief 
Accounting Officer. 
 

9. ANNUAL REPORT OF THE AUDIT COMMITTEE 2018/19 
 

The Annual Report of the Audit Committee for 2018/19 was received which provided a summary 
of the activity that had taken place relating to the financial year under review, in line with the Post 
16 Audit Code of Practice (ACoP); including how the Committee had performed against its Terms 
of Reference. 
 
On review of the Report, members requested further clarification regarding the term ‘significant’ 
relating to cases of fraud or suspected fraud.  The Vice Principal: Finance and Corporate 
Services explained that ‘significant’ indicated sums of money being in excess of £10,000, and 
the fraud being systematic or unusual in nature had been added. 
 
The Chair requested the membership of the Committee, within the Annual Report, reflected the 
dates Mr Eugene Sullivan had been Chair of the Audit Committee. 
 

Action:  Vice Principal: Finance and Corporate Services 
 
The Audit Committee APPROVED the Annual Report of the Audit Committee for 2018/19, 
subject to the noted amendment, for the Chair of the Audit Committee to sign once it had been 
approved by the Corporation Board. 

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

RECOMMENDATIONS) 
 

A Report, providing an update of progress towards the completion of recommendations following 
the Internal Audits which had been undertaken, was received by the Committee. 
 
The Committee was advised that, at the time of reporting, no Internal Audits had been undertaken 
in 2019/20 and the recommendations carried forward from the previous year’s audits had been 
included within the Report.  Three actions remained outstanding and an update on each of these 
was detailed within the Report. 
 
The Audit Committee acknowledged the update provided. 

 
11. RISK MANAGEMENT ANNUAL REPORT 2018/19 
 

The Committee received the Risk Management Annual Report for 2018/19, which summarised 
the College’s activities in respect of Risk Management, along with the overall operational 
environment. 
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The Vice Principal: Finance and Corporate Services explained that the College’s Risk Register 
covered the high level risks facing the College with a mitigating response, controls, assurance 
and direction of travel and was presented to both the Audit Committee and the Corporation 
Board.    Members were reminded that there had been considerable changes within the sector, 
with Brexit negotiations ongoing, the loss of the non-levy Apprenticeship contract, continuing 
pressure on recruitment and the overall efficiency improvements that were being required across 
the sector. 
  
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, during the 2018/19 academic year included reduction in 
Government funding; failure to meet income targets; failure to meet enrolment targets; and failure 
to deliver Quality Improvement and achieve successful outcomes at Ofsted and Quality 
Assurance Reviews with partners. 
 
The Audit Committee RECOMMENDED the Risk Management Annual Report for 2018/19 to the 
Corporation Board for approval. 

 
12. RISK MANAGEMENT – RISK REGISTER 2019/20 
 

The Risk Register for 2019/20, which had been reviewed by the Executive Team, was presented 
to the Committee. 
 
The Vice Principal: Finance and Corporate Services explained that the Risk Register linked with 
the new Strategic Plan, which had been agreed by the Corporation Board at its meeting on 5 
July 2019. 
 
The Vice Principal: Finance and Corporate Services advised members there was little change to 
the Risks, however where changes had been made, these had been identified within the 
Register.  Four Risks remained high level which were noted as being reduction in Government 
funding; failure to meet income targets and failure to meet enrolment targets, due to recruitment 
challenges; and failure to deliver quality improvement and achieve a successful outcome at 
Ofsted and Quality Assurance Reviews with partners.  Action plans were in place to mitigate. 
 
The Audit Committee agreed to RECOMMEND the Risk Management – Risk Register for 
2019/20 to the Corporation Board for approval. 

 
13. SUBCONTRACTING PROVISION – REVIEW OF 2018/19 PROVISION AND RATIONALE FOR 

2019/20 PROVISION 
 

The Committee received a Report which provided a review of the Subcontracting provision in 
2018/19 and the rationale for Subcontracting provision in 2019/20.  The Report had not been 
considered by any other Committee. 
 
The Vice Principal: Finance and Corporate Services reported that the College had continued to 
support, to completion, a small number of learners under the Subcontract with a private training 
provider, Practical Refrigeration Training Centre (PRTC), during the 2018/19 academic year.  
Members were advised that no new learners had started out during the 2018/19 and 2017/18 
academic years and no other ‘Subcontracting out’ had taken place. 
 
The Committee was further advised that the College had commenced two new ‘Subcontracts in’ 
during the 2018/19 academic year to fund non-levy Apprentice starts.  The Vice Principal: 
Finance and Corporate Services explained that the College delivered this type of provision but 
were funded by another provider’s contract.  The Report provided full detail for the Subcontract 
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arrangements with both Accrington and Rossendale College and MIT Skills Ltd.   The Vice 
Principal: Finance and Corporate Services added that if the provider lost their contract, then 
funding to deliver this provision would be at risk. 
 
In response to a question from the Committee regarding planned income and the impact of costs, 
members were advised that in the event of the provider losing their contract, learners already 
enrolled would continue.  In answer to a question from the Chair, the Vice Principal: Finance and 
Corporate Services stated that the College had carried out a full due diligence before entering 
the contract with MIT Skills Ltd and spot inspections, reviewing of paperwork and observations 
would take place. 

 
14. AUDIT COMMITTEE TERMS OF REFERENCE 2019/20 
 

The Clerk to the Corporation provided a verbal update to advise that there had been no changes 
to the Terms of Reference for 2019/20. 

 
15. ESFA LETTER TO CHAIRS – 15 ACTIONS FOR GOVERNORS 
 

The Committee received a copy of the correspondence from the Chief Executive of the Education 
and Skills Funding Agency (ESFA) which had been sent to Chairs of all Colleges, sharing the 
outcomes of an investigation which had led to a change in the regularity framework and a series 
of recommendations.  The correspondence set out how Governors should use the frameworks 
that were in place to support them in upholding the highest standards within their own College. 
 
To assist Governors, a 15 point checklist, detailing a series of actions that Chairs must or should 
comply with, had been received with the correspondence and a copy of this, along with a ‘RAG’ 
(Red, Amber, Green) Assessment from Management, was incorporated within the Report. The 
Committee was assured that the Assessment had been reviewed, independently, by the Clerk 
to the Corporation.   
 
The Committee received the Report, noting that the College was fully compliant with the 
recommendations. 

 
16. AUDIT SCHEDULE 2019/20 
 

The Audit Committee received, for information, details of the Internal and External Audit 
Schedules for the 2019/20 academic year.   
 

17. DATA RETURNS MONITORING REPORT 2018/19 AND 2019/20 
 

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 2018/19 and 2019/20. 

 
18. ANY OTHER BUSINESS 
 

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

Members were thanked for their attendance and contribution at the meeting. 
 
20. DATE AND TIME OF NEXT AUDIT COMMITTEE MEETING 
 

Tuesday 19 November 2019 at 5.00pm. 
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Signed: …………………………………………….. 
 
 
Date:  …………………………………………….. 
  

Formatted: Left
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MINUTES OF THE AUDIT COMMITTEE 
HELD ON THURSDAY 26 SEPTEMBER 2019 
 
CONFIDENTIAL: PART II – NOT FOR PUBLICATION 
 
 
 
21. WHISTLEBLOWING 
 

i) Health and Safety Placements – An update on the progress towards the implementation of 
the actions and recommendations following the Whistleblowing allegations received in 2017/18, 
was received. 
 
Members of the Committee were reminded that an investigation had been undertaken by the 
Clerk to the Corporation and a detailed action plan had been put into place. 
 
The College’s Internal Auditor (RSM) carried out an Audit in May 2019 to provide assurance on 
the Work Placement processes that were in operation from the start of the 2018/19 academic 
year; 11 of the 14 recommendations had been implemented.  The Committee was advised that 
close monitoring continued whilst the final elements were concluded, which related to the 
implementation and roll-out of the new system ‘Connect’. 
 
ii) HE – The Clerk to the Corporation presented a detailed Report following allegations 
received, by email, in March 2019 relating to an alleged: 
 

 Breach of Section 75 Higher Education Research Act 2017, Section 3 condition 3c; 

 Unlawful Misrepresentation (Contrary to the Misrepresentation Act 1967). 
 

The Committee was advised that the Clerk to the Corporation had been requested, at the 
request of the Chair of the Corporation Board, to undertake a full investigation which resulted in 
the allegations detailed not being supported and identifying that no breach of any legal duty 
had taken place. 
 
The Clerk to the Corporation advised that an outcome letter had been sent and an Appeal had 
been lodged against the outcome.  The Appeal was heard by the Principal and Chief Executive 
and was not upheld. 
 
iii) Estates and Maintenance – The Clerk to the Corporation reported that an email had been 
received on 3 July 2019 under the College’s Public Interest Disclosure/Whistleblowing Policy, 
in which the main allegations included: 
 

 Misuse of College Credit Card; 

 Misuse of College Time and Equipment; 

 Submitting overtime hours not worked for non-existent jobs. 
 

The Clerk to the Corporation, presented a Report, which provided the outcomes of the 
investigation.  The findings from the investigation were that the allegations detailed had not 
been supported although there had been a breach of the College’s financial regulations 
regarding the use of the College Credit Card.  A number of recommendations had been made 
as a result of the overall investigation. 
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An outcome letter had been sent to the Whistleblower and the Committee was informed that an 
Appeal to the investigation outcome had not been lodged. 
 
On consideration of the Report, the Committee was assured that Risk Assessments on the 
safe use of tools and equipment were in place.  Further, the Chair suggested the College 
consider the use of pre-paid cards in order to make purchases. 

 
19:14 Ms Lisa Randall and Mr Kashif Azeem left the meeting. 
 
22. EXTERNAL AUDIT SERVICE – PERFORMANCE INDICATORS 2018/19 YEAR END 
 

The Vice Principal: Finance and Corporate Services reminded members that each year the 
performance of BDO, the Financial Statement Auditors/External Auditors, was reviewed 
against a set of criteria, all of which had to be reviewed to ensure it remained relevant and fit 
for purpose. 
 
The Committee was advised that the proposed measures were consistent with those used for 
the previous two years and included the opportunity for the Audit Committee to provide their 
opinions alongside those of the management. 
 
The review of the performance of BDO would be carried out on the work undertaken on the 
2018/19 financial statements and completed following the Audit Work undertaken in October 
2019.  
 
The Audit Committee AGREED the External Auditors Performance Indicators for 2018/19 and 
recommended them to the Corporation Board for approval. 
 

 
 
Signed: …………………………………………….. 
 
 
Date:  …………………………………………….. 


