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BOARD OF MANAGEMENT

AUDIT COMMITTEE

Minutes of Meeting

held on

Tuesday 16 September 2008

at 2.00pm

in Board Room 2

Present:
Mr B Hope


(Convener)


Mrs M Gilchrist


Mr A Major

In attendance:
Mr F Hutcheon


(Director of Finance)


Mr W Duncan


(Clerk to the Board)


Mr G Gillespie
 

(Internal Auditor – Wylie & Bisset)


Mrs A Perry


(Minute Secretary)

	
	
	ACTION
	DATE

	A.08.3.01
	Resignations and Appointments
	
	

	1.1
	There were no resignations or appointments
	
	

	
	
	
	

	A.08.3.02
	Apologies for Absence
	
	

	2.1
	Apologies of absence were received from Dr Hutt, Mr Tucker and Henderson Loggie, External Auditors.
	
	

	
	
	
	

	A.08.3.03
	Additional Declarations of Interest including specific items on this meeting’s Agenda
	
	

	3.1
	There were no additional declarations of interest.
	
	

	
	
	
	

	A.08.3.04
	Minutes of Audit Committee held on 6 May 2008
	
	

	4.1
	Mr Major requested that in the penultimate sentence of paragraph 7.2 on page 5 the word “depth” be altered to “extent”.  Subject to that alteration, Mrs Gilchrist proposed and Mr Major seconded that the minutes be accepted as an accurate record of the meeting.
	
	


	
	
	ACTION
	DATE

	A.08.3.05
	Matters Arising/Action Sheet – 6 May 2008
	
	

	5.1
	5.2 Internal Audit – Amended Audit Needs Assessment 2007/08:  Mr Duncan advised that the Principal had taken the decision to refer John Ellwood’s report on the sustainability of the Learning Centres back to the Finance & General Purposes Committee, where it had originated.  He added that it would be discussed by the Committee at its meeting on 23 September.  Mr Hope indicated that he would attend that meeting in his role as Convener of Audit and requested a copy of the relevant papers.
	Mrs Perry
	Done

	
	
	
	

	5.2
	6.4 External Audit – Audit Plan 2007-08:  Mr Duncan indicated he had reminded Mrs Wylie of the Committee’s concern that a well-run College could not be placed below the mid-point of the fee scale.  She advised that during 2007/08 only 2 Colleges had fallen below the mid-point and that Moray College is at the mid-point (the indicative figure).  The Sectoral average is 1% above.    Mrs Wylie had advised that Audit Scotland are looking into the current fee range as additional audit work is being requested, which cannot be done within the existing scale.  Mr Gillespie confirmed that Mr Duncan’s comments agreed with his own understanding.  Mr Hope indicated Mr Tucker had requested by e-mail that this matter be followed up.  
	
	

	
	
	
	

	5.3
	7.2 Internal Audit – Central Stores VfM Report:  Mr Hutcheon advised that this area has recently become the line-management responsibility of Garry Rendall and that a follow-up report will be carried out in the spring of 2009.
	
	

	
	
	
	

	5.4
	7.3 Internal Audit – Central Stores VfM Report:  Mr Duncan confirmed that the stock control software system is installed at the Technology Centre and that prices are altered direct from the Refectory on the Main Campus.  
	
	

	
	
	
	

	5.4
	7.9 Internal Audit – Suspected Fraud:  Mr Duncan drew members’ attention to the attached e-mail correspondence regarding Mrs Gilchrist’s request that Student Support Services should attempt to find out why the student had committed this fraud.  She expressed her satisfaction with the response.
	
	

	
	
	
	

	5.5
	8.1 Self-Evaluation – annual update:  Mr Duncan confirmed that that the Committee’s suggestions had been incorporated.  
	
	


	
	
	ACTION
	DATE

	5.6
	9.2 Annual Roles & Responsibilities meeting – draft agenda:  Mrs Gilchrist observed that despite the Committee agreeing a limited timescale agenda, the meeting had overrun and unfortunately she had had to leave.
	
	

	
	
	
	

	5.7
	10.1 APUC briefing paper:  Mr Hutcheon advised that APUC are currently drawing up implementation plans for small to medium-sized Colleges and he will have a meeting with a member of the implementation team within the next few weeks.  He advised that Moray College, like most others across the Sector, has not signed the agreement, but is committed to the partnership.  He confirmed that he would pass the proposed partnership agreement to Grigor & Young (College lawyers) once it has been re-drafted.  
	
	

	
	
	
	

	A.08.3.06
	External Audit – Interim & Annual Audits
	
	

	6.1
	Mr Duncan advised that Henderson Loggie had intimated their satisfaction with the content of the papers before the Committee and confirmed that the Annual Audit would take place at the beginning of October.
	
	

	
	
	
	

	A.08.3.07
	Internal Audit (i) Learning Centres – Value for Money Report (extended) 
	
	

	7.1
	Mr Gillespie pointed out that since the last Committee meeting this report had been changed to the standard format.  He referred members to paragraph 3.2.3, and the 4 key issues to be borne in mind to allow the Learning Centres to move forward.  
	
	

	
	
	
	

	7.2
	Mr Gillespie stated that in Wylie & Bisset’s opinion, the biggest issue is the lack of clarity as to who has overall responsibility for the Learning Centres, and recommended that the College assign that responsibility to one senior individual.  Mr Hutcheon agreed that in terms of accountability, the position is not as clear as it perhaps could be.  He indicated that in terms of monthly budget reports, they are issued to Derek Duncan (the Director in charge of IT) as most of the activity is IT based.  He added that because IT activity is declining, John Ellwood has been investigating which courses could fill the void.  He acknowledged that future strategy and sustainability issues are the responsibility of the Assistant Principal – Learning & Teaching.  Mr Duncan confirmed that John Ellwood’s report on the sustainability of the Learning Centres was considered by the PMG on 5 September, and the Finance & General Purposes Committee will consider an updated version on 23 September.  He too acknowledged the need to assign an individual with specific responsibility for widening the Curriculum at the Learning Centres.  In response to a point raised by Mr Hope, Mr Duncan indicated that at the end of the year the Committee would receive a follow-up report from Wylie & Bisset looking at whether the issues have been addressed.  In addition, mid-way through the year he personally undertakes a follow-up of recommendations with the relevant College managers.  Mr Hope pointed out that some of the “spare” audit days could be used to investigate this matter further if it was felt necessary in due course.   
	
	

	
	
	ACTION
	DATE

	7.3
	Mr Gillespie pointed out that the next point of concern from the review is the lack of market research and advertising of the Learning Centres.  He stated that the College should establish the demand for specific courses and then ensure they are then advertised to the public.  Mr Duncan indicated that this matter has been discussed by the PMG, and the 3 Directors responsible for Learning & Teaching and the Assistant Principal for Learning & Teaching are to consider which sections of their Curriculum could be delivered at the Learning Centres.  Mrs Gilchrist pointed out that initially staff are unlikely to want to travel to Learning Centres.  Mr Hope questioned the perception that the facilities are utilised to their full extent for the benefit of the local communities.  He added it was his understanding that in relation to marketing, Moray College generates a lower percentage of external income compared to others in the Sector.  Mr Hutcheon indicated that this view had originated as a result of a comment he had made previously with regard to European Income only.  He added that the Finance & General Purposes Committee are due to debate the College’s strategy for generating external income at the meeting on 23 September.  
	
	

	
	
	
	

	7.4
	Mr Gillespie highlighted the third key point that there is a lack of regular reporting on the performance of the Learning Centres, and recommended that regular reports should be presented to the PMG on a quarterly basis.  Mr Duncan confirmed this has been taken on board and that such a report was considered by the PMG on 5th September.  
	
	


	
	
	ACTION
	DATE

	7.5
	Mr Gillespie highlighted the final point that there appears to be a lack of meetings between the person with overall responsibility for the Learning Centres and the people involved with the day-to-day running of the Centres.  Mr Hope pointed out that Mr Tucker in his e-mail queried how often such meetings are held between John Ellwood and these individuals.  Mr Duncan confirmed that this matter was also discussed by the PMG on 5th September and will be addressed by the College management.  In response to questions from the Committee, Mr Gillespie explained that there appeared to be a lack of downward communication.
	
	

	
	
	
	

	7.3
	Internal Audit (ii) Forthcoming Audits  
	
	

	
	Mr Gillespie confirmed that the SUMs and Bursary & Hardship Funds Audits would be carried out on the week commencing 6 October, with the reports coming before the Committee at the next meeting on 11 November.  
	
	

	
	
	
	

	7.4
	Internal Audit (iii) Educational Maintenance Allowance Audit
	
	

	
	Mr Gillespie drew members’ attention to the management letter containing only one, low-priority point related to documentary procedures and will be resolved in time for the October audit visit.
	
	

	
	
	
	

	7.5
	Internal Audit (vi) Draft Annual Report 
	
	

	
	Mr Gillespie pointed out that the report summarises all the audit work carried out by Wylie & Bisset during 2007/08.  He drew specific attention to the Planned v Actual Days, listed on page 2 of the report, and the fact that there are 6 “spare” days.  He indicated that following discussion with Mr Duncan and Mr Hutcheon, it had been agreed that since Wylie & Bisset are satisfied with the internal controls in place at the College, those days can be carried forward for use in the future.  Members expressed their satisfaction with this arrangement.  
	
	

	
	
	
	

	7.6
	Mr Gillespie also drew members’ attention to the detailed table on page 7, summarising the audit work undertaken and the overall conclusions.  He pointed out that in most areas Wylie & Bisset’s conclusion overall was “Strong”, which is the highest conclusion they can give, and commended Mr Hutcheon and his team.  Mr Hope added that at the recent Roles & Responsibilities meeting the Board had also commended Mr Hutcheon and his team for the quality of the financial information available.  
	Mr Hutcheon 
	For noting


	
	
	ACTION
	DATE

	7.7
	Moving to page 8, Mr Gillespie drew members’ attention to the Operational Plan for 2008/09, indicating that this would be further discussed under (iv) Draft Audit Needs Assessment 2008/09.  Finally, he drew members’ attention on page 10 to Wylie & Bisset’s opinion that they are satisfied that sufficient internal audit work has been undertaken to allow them to draw a conclusion as to the adequacy and effectiveness of the College’s risk management, control and governance processes over the year.  
	
	

	
	
	
	

	7.8
	Internal Audit (v) Proposed re-appointment of Wylie & Bisset
	
	

	
	Mr Gillespie stated that Wylie & Bisset would be happy to be re-appointed for a further 3 years and that the firm has built a good working relationship with Mr Hutcheon and his team.  He indicated that the fee would be the tender rate of £375 per day, plus a 3% inflationary increase.  Mr Hope queried whether given the firm’s knowledge and state of satisfaction with the running of the College this would negate the 3% increase.  In an attempt to reduce the annual fee and in the light of Wylie & Bisset’s satisfaction with processes at the College, Mr Gillespie suggested reducing the number of audit days from 35 to 30.  He accepted there would always be the option to buy “additional” days.  
	
	

	
	
	
	

	
	(Mr Gillespie left the meeting at 3.05pm)
	
	

	
	
	
	

	7.9
	Mr Hope stated that whilst the College has a very good working relationship with Wylie & Bisset, they do carry out their duties professionally and rigorously.  He added that Mr Tucker had confirmed he was happy to accept Mr Hutcheon’s recommendation that Wylie & Bisset be retained.  Mr Hutcheon expressed his satisfaction with the firm, and added that Mr Gillespie would not have suggested a reduction in the number of audit days if the firm were not satisfied with the existing internal controls at the College.  He stated that in his opinion the daily rate is par for the course.  Mrs Gilchrist and Mr Major agreed that the rigour with which they carry out their work is evidenced from reading particularly the value for money reports.  Mr Hope reminded members that the College is carrying forward 6 “spare” days.  Mr Hutcheon and Mr Duncan recommended that the College stick with 35 days, but review the position in a year’s time.  The Committee also considered the possibility of the Wylie & Bisset representative attending Committee meetings by Video-Conference.  
	
	

	
	
	ACTION
	DATE

	
	(Mr Gillespie re-joined the meeting at 3.15pm)
	
	

	
	
	
	

	7.9
	The Committee agreed to extend Wylie & Bisset’s term as Internal Auditors for a further 3-year term and to retain the 35 days for 2008/09, but to review the position in a year’s time.  In terms of value for money and health & safety, the Committee also agreed to pilot Wylie & Bisset’s attendance by Video-Conference.
	Mr Duncan, 

Mr Hutcheon &

Wylie & Bisset 
	For noting

	
	
	
	

	7.10
	Internal Audit (iv) Draft Audit Needs Assessment 2008/09
	
	

	
	Mr Gillespie pointed out that the document is in the same format as previously.  He drew members’ attention to the Operational Plan on page 8, which had been agreed with Mr Duncan and Mr Hutcheon.    He highlighted the 8 days set aside for value for money, and indicated that in relation to “Commercial Activities/Business” this is an area the firm has been looking into with other Colleges recently and will address the drop in European funding and the process of generating extra income.  In response to a question from Mr Hope, he confirmed that marketing would also be considered.  Members expressed their satisfaction with the allocation of audit days.  Mr Gillespie also drew members’ attention to the timing of audit visits, page 9.  
	
	

	
	
	
	

	A.08.3.08
	Risk Register
	
	

	8.1
	Mr Hutcheon referred members’ to the latest version of the Risk Register that was rationalised into areas at the last meeting of the Risk Management Group (RMG).  The Group had agreed that to assist with imbedding, 3 sub-Registers should be provided for the 3 Directors.  To further assist with imbedding, Mr Hutcheon advised that he had held a session on Risk during the recent Staff Development Week, with another being planned.  Mr Major stated that the key point is this is a working document.  Mrs Gilchrist expressed her satisfaction with the work of the Group.  Mr Hope questioned the weighting/scoring system compiled by multiplying “Probability” with “Impact”.   Mr Major suggested splitting “Impact” into, for example: Cost, Academic Standards & Time.  Mr Hutcheon accepted the point that some of the scoring by groups is too insular, but felt that splitting “Impact” would overly complicate matters and suggested that the RMG could seek the assistance of the Audit Committee with regard to weighting/scoring when necessary.  Mr Hope pointed out that in terms of Health & Safety, School Pupils are not included in the Register, and indicated that he would be formally writing to the College with regard to hazardous school bus drop-offs at the Technology Centre.  Mr Duncan indicated that a letter had already gone out from the College in relation to this matter, but undertook to investigate further.  
	Mr Hutcheon 

RMG

Mr Duncan 
	For noting

Immediate

	
	
	ACTION
	DATE

	A.08.3.09
	Value for Money - update
	
	

	9.1
	Mr Hutcheon referred members to the latest Value for Money (VfM) Matrix updated at the beginning of August.  Mr Hutcheon explained that with the agreement of the Principal he alone is responsible for VfM, but he works closely with relevant managers as required and the Matrix is a live document.  In relation to the first item, External Room Lets, he confirmed that the CELCAT software is being used for timetabling and bookings and will bring real benefits for establishing room utilisation.  In relation to the Refectory and Nursery, Mr Hutcheon expressed his satisfaction that each will show a surplus of between £8k and £12k for year-end 31 July 2008.  In relation to the Aberdeen Programme Centre, he indicated that the Shaw Trust’s New Deal for Disabled People is up and running and the 3 full-time staff at the Centre are well utilised, however the Trust has not paid the College yet and there are 3 invoices outstanding amounting to c£12k.  He confirmed that Grigor & Young have scrutinised the proposed sub-contract, which will now be signed by the College.  In relation to items 6 & 7, External Income Generation & Project Income (inc European), Mr Hutcheon indicated that the Finance & General Purposes Committee would discuss these on 23 September.  In relation to item 23, Campus Redevelopment, Mr Duncan indicated that he was due to meet with Officers from the Funding Council on 17 September and he was hopeful that the LifeSciences Centre would form Phase 1 of the overall Project.  Mr Hope advised members that in his role as Convener of Audit he had attended the last meeting of the Building Committee.  He felt that ultimately the Funding Council would permit the College to proceed with a redevelopment over quite a lengthy timescale, dependent on the availability of funding, and that the LifeSciences Centre would invert the sequence.  In relation to item 31, Treasury Management, Mr Hutcheon indicated that he had transferred £1m from the Corporate bonus Account and £0.7m from the Investment Account to a new Guaranteed Fixed Deposit Account with the Bank of Scotland for one year, with the approval of the Principal.  The resultant higher interest rate should benefit the College by c£30k per annum.
	
	


	
	
	ACTION
	DATE

	A.08.3.10
	Debt Collection – proposed re-appointment of Scott & Co, Inverness
	
	

	10.1
	In response to a question from Mr Hope, Mr Hutcheon indicated that this firm take a commission of 10% of any debt they recover, which is not a lot in any given year.  He added that using Scott & Co is a method of last resort.  He stated that he has found them very good to deal with and he prefers to deal with a local company.  Mr Hope added that Mr Tucker had indicated he was happy to approve Mr Hutcheon’s recommendation.  

The Committee approved the recommendation of the Director of Finance that Scott & Company, Inverness be re-appointed as the external debt collection service for Moray College until 31 July 2010.  
	Mr Hutcheon 
	For noting

	
	
	
	

	A.08.3.11
	Review of Roles & Responsibilities meeting
	
	

	
	Mr Hope and Mrs Gilchrist expressed the view that the discussion in the absence of College Officers had been particularly beneficial.  Mr Hope conceded that the time format had not worked out as laid down by the Committee, however there had been, in his view, fascinating discussion and valuable contributions from members of the Board.  Mr Duncan stated that the timescales had been assigned with the best of intentions, but in future if there is to be a presentation at the end there will either have to be fewer agenda items or discussions will have to be curtailed.  Mr Hope recommended that in future more time be attributed to discussion in the absence of College Officers, and suggested that a presentation on a topic that bestrides Committees could be invaluable.   Mr Duncan and Mrs Gilchrist expressed the general view that no meetings should go beyond 2-2½ hrs.  Mr Major stated that the object of this annual meeting is to assure the Board the College is being well run and the Board is doing its job well, which therefore makes it essential.  

The Committee agreed that the annual Roles & Responsibilities meeting was a useful exercise and should be repeated again in 2009.  
	Mr Duncan 
	For noting


	
	
	ACTION
	DATE

	A.08.3.12
	Long-term agenda planning
	
	

	12.1
	There were no items raised at the meeting, but Mr Hope indicated that he and Mr Duncan had agreed some topics at a pre-meeting.
	
	

	
	
	
	

	A.08.3.13
	Date of Next Meeting – 11 November, 2008
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	(The meeting closed at 4.08pm)
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