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BOARD OF MANAGEMENT

AUDIT COMMITTEE

Minutes of Meeting

held on

Tuesday, 29th May, 2007

at 2.00pm

in Board Room 2

Present:
Mr B Hope


(Convener)


Dr J Hutt 


(Vice-Chair)


Mr D Bedford


Mr D Tucker

In attendance:
Mr F Hutcheon


(Director of Finance)


Mr W Duncan


Clerk to the Board)


Mrs A Perry 


(Minute Secretary)


Mr I Adam


(Chair of SFC Audit Committee)


Mrs W MacDonald
(SFC Audit Committee)


Miss A Crawford
 

(Internal Auditor)


Mr C Beaton


(External Auditor)

Mr Hope welcomed everyone to the meeting, especially Ian Adam (Chair of the SFC’s Audit Committee), Wilma MacDonald (Financial Analyst at SFC), Chris Beaton (Engagement Partner at Henderson Loggie and Partner responsible for Moray College) and Alyson Crawford (Wylie & Bisset).

	
	
	ACTION
	DATE

	A.07.2.1
	Resignations  
	
	

	1.1
	There were no resignations.
	
	

	
	
	
	

	1.2
	Appointments
	
	

	
	There were no appointments.
	
	

	
	
	
	

	A.07.2.2
	Apologies for Absence
	
	

	2.1
	Apologies for absence were received from Mrs Gilchrist.
	
	

	
	
	
	

	A.07.2.3
	Additional Declarations of Interest including specific items on this meeting’s Agenda
	
	

	3.1
	There were no additional declarations of interest.
	
	

	
	
	
	

	A.07.2.4
	Minutes of Audit Committee held on 13 February 2007
	
	

	4.1
	Mr Bedford proposed and Dr Hutt seconded that the minutes be accepted as an accurate record of the meeting.
	
	


	
	
	ACTION
	DATE

	A.07.2.5
	Matters Arising/Action Sheet – 13 February 2007
	
	

	5.1
	5.1 Board Training Event – Report:  Mr Bedford confirmed that Ash Major has now joined the Board as the HIE Moray representative.  Mr Duncan advised that further to the recent advertising campaign he had received 7 applications to join the Board and the Nominations Committee are due to interview 4 of the candidates on 11 June.  He added that all 4 have specific financial experience.  
	
	

	
	
	
	

	5.2
	5.2 Revised Purchasing Procedure:  Mr Hutcheon stated that there have been no developments regarding implementation of the e-procurement software system.  However, he indicated that the College has been involved in supplying information on procurement and purchasing to APUC (Advanced Procurement for Universities & Colleges), a centre of expertise set up under the Efficient Government agenda.  
	
	

	
	
	
	

	5.3
	7.1 Internal Audit (i) Audit Needs Assessment:  Mr Hutcheon reminded members that at the last meeting it had been agreed that Wylie & Bisset would assist with the Workload Analysis under their Value for Money remit.  However, the Principal subsequently decided that the Analysis could not wait until Wylie & Bisset’s next visit, as the information was required for the preparation of the Staffing Model and the FFR for 2007/08.  Mr Hutcheon indicated that the exercise is now 90% complete, he having concentrated on “recovery” and Mr Ellwood on “utilisation”.  

The Committee agreed that Wylie & Bisset should carry out a Value for Money audit on external income generation or projects later in the calendar year.
	Mr Hutcheon 
&

Miss Crawford
	For noting

	
	
	
	

	5.4
	7.2 Internal Audit (ii) Reports:  Mr Bedford confirmed that the Code of Conduct had indeed not been updated for 4 years.  Mr Duncan assured the Committee that it would be updated by the Policy Review Group before the end of the Term.
	Mrs Thomson
	For noting

	
	
	
	

	5.5
	8.2 Value for Money update (ii) Matrix:  Mr Duncan advised that the Energy Working Group has undertaken a number of initiatives to raise awareness of energy usage.  He added that Dr Gary Campbell will give presentations to staff & students during the August Staff Development/Induction weeks, and information is being gathered on energy use and re-cycling this session compared to last and will be circulated to the College community in due course.  In response to a question from Mr Bedford, Mr Duncan confirmed that there is software available to monitor energy usage within organisations and that is currently being considered by those carrying out the Feasibility Study.  Mr Hope requested that details of the Staff Development programme be circulated to Board members.
	Mrs Perry


	For noting



	
	
	ACTION
	DATE

	A.07.2.06
	External Audit – (i) Draft Audit Plan 
	
	

	6.1
	Mr Beaton presented Henderson Loggie’s draft Plan to the Committee in detail, stressing the importance of the College maintaining efficient internal systems and controls, as well as effective communication.  He indicated that External Audit would have reliance on the work of the Internal Auditors.  He requested sight of the College’s completed Efficient Government Initiative questionnaire.  Mr Hutcheon undertook to provide that after the meeting.  Mr Beaton indicated that he would work with College staff to supply the Audit Opinion in time to tie in with the Audit Committee meeting at the end of November and the December Board meeting.  He drew specific attention to the key team members, on page 15 of the Plan.  In response to a question from Mr Hope, Mr Beaton indicated that External Audit would only attend the Audit Committee to produce the draft Audit Plan in the spring, and to produce their Annual Report in the autumn.  He indicated that his team would carry out the interim audit on 4/5 June.  
	Mr Hutcheon
	Immediate

	
	
	
	

	
	(Miss Crawford left the meeting at 2.43pm)
	
	

	
	
	
	

	6.2
	In relation to Henderson Loggie’s proposed fee for 2006/07, Mr Beaton explained that he had set it in the upper quartile because of Moray College’s historic and well-publicised financial management problems, which would require his team to satisfy themselves in the first year that all governance issues have been tackled and carried forward successfully.  He indicated that if the team is satisfied that the College is well run, with good compliance and systems, the fee should be lower for year 2.  Dr Hutt and Mr Duncan both expressed disappointment that Mr Beaton had been influenced by Moray’s historic difficulties, given that Audit Scotland had given the College a clean Audit Report for the past 2 years.  Mr Hutcheon added that given those 2 clean audits, he would have expected Henderson Loggie’s fee to be closer to the mean of the range.  Mr Beaton indicated that he had had discussions with the previous External Auditor, but steadfastly reiterated that he would have to satisfy himself that the College has moved forward on all governance issues.  Following a question from Mr Tucker, he stated he had never seen any organisation go below the mid-point in Audit Scotland’s fee range, and in his opinion the mid-point is set for organisations with good internal audit and control systems and no major issues or capital expenditure programmes.  

The Committee agreed to accept Henderson Loggie’s proposed fee of £12,180, and the Audit Plan.
	
	

	
	
	ACTION
	DATE

	
	(The meeting was adjourned at 3.05pm for 5 minutes)
	
	

	
	(Miss Crawford returned to the meeting)
	
	

	
	
	
	

	A.07.2.07
	Internal Audit (i) Personnel & Payroll Report 
	
	

	7.1
	Miss Crawford drew attention to the 3 medium priority recommendations detailed in Appendix B on page 8, but stated that there are strong systems and procedures within Personnel & Payroll.  She drew attention to the benchmarking information on page 6, indicating that Moray College comes out better than other similar Colleges.  Mr Hutcheon assured members that these recommendations have been addressed.
	
	

	
	
	
	

	7.2
	Internal Audit (ii) Fixed Assets, Estate Management & Inventories Report
	
	

	
	Miss Crawford drew attention to the 2 high priority and 4 medium priority recommendations detailed in Appendix B on pages 9 & 10.  She drew attention to the benchmarking information on page 6, indicating that Moray College comes out the same as other similar Colleges.  Mr Duncan advised that action has already been taken to remedy these shortcomings.  
	
	

	
	
	
	

	7.3
	Internal Audit (iii) EMA Audit
	
	

	
	Miss Crawford tabled a letter indicating that all systems and controls were found to be adequate during this audit.
	
	

	
	
	
	

	7.4
	Internal Audit (iv) NPP Audit
	
	

	
	Miss Crawford indicated that this audit is still in progress and a final report will follow in due course.  Mr Hope thanked her for the timeous and detailed reports.
	
	

	
	
	
	

	A.07.2.08
	Minutes of meeting of Chairs of Academic Partner Audit Committees & UHI – 29 September 2006
	
	

	8.1
	Mr Hope expressed his disappointment at not having been able to attend this inaugural meeting.  He drew attention to the suggestion of sharing audit services for consideration by Executive Board, and the decision that all Colleges should exchange risk registers.  Mr Duncan advised prior to the last Internal Audit tendering exercise, he had contacted UHI and Partner Colleges to enquire whether it was possible to share audit services, but had not received any positive responses.  Referring to the discussion on “Interaction” on page 2 of the minute, Dr Hutt pointed out that in an attempt to be open and transparent all non-reserved Moray College Board and Committee minutes are posted on the web site, and the number of reserved items have been minimised.  Members of the Committee expressed disappointment that the Chair of this UHI Committee was not from one of the Academic Partners and consequently would not have detailed knowledge of funding contracts with the SFC.
	
	

	
	
	ACTION
	DATE

	A.07.2.09
	Draft final Complaints Policy & Procedure
	
	

	9.1
	Mr Hope explained that Mr Cooper, who had been responsible for updating the Policy & Procedure, was unable to attend the meeting due to another, external commitment.  In relation to point 3 of the Analysis, Mr Hope drew members’ attention specifically to the PMG’s recommendation not to record informal complaints.  Mr Hope suggested Mr Cooper consider adding at section 1.1 on page 2 of the Policy a reference to complaints also giving service satisfaction to the individual involved.  

With regard to page 6 of the Policy, the Committee agreed that consideration should be given to reversing the sequence of events following a complaint against a member of the Board of Management.  Those amendments having been considered, Mr Bedford proposed and Mr Tucker seconded that the Policy be accepted.

The Committee were satisfied that the Procedure now covers complaints by UHI students and Mr Bedford proposed and Mr Tucker seconded that the Procedure be accepted.
	Mr Cooper 


	For noting



	
	
	
	

	A.07.2.10
	Travel & Subsistence Policy - update
	
	

	10.1
	Mr Bedford stated that in his opinion the 40p mileage rate set by the Inland Revenue is far too low.  In response to a question from Mr Bedford, Dr Hutt explained that the passenger rate of 5p is payable to the driver.  Following a request from Mr Hope, Mr Hutcheon agreed to alter the final 2 paragraphs on page 3 relating to insurance and shared travel to provide for staff “and members of the Board of Management”.  Mr Hutcheon explained that the reference to “one alcoholic beverage” on page 5 refers to, for example, a pint of beer or a glass of wine, and the maximum rate of £17 for an evening meal includes that drink.  He added that a member of the Finance team scrutinizes all expense claims.  He undertook to update “SFEFC” and “HM Customs & Excise” on page 1.  

Subject to those amendments being incorporated, Dr Hutt proposed and Mr Bedford seconded that the updated Policy be accepted.
	Mr Hutcheon 
	Immediate

	
	
	
	

	A.07.2.11
	Long-term agenda planning
	
	

	11.1
	Dr Hutt suggested that annually at this meeting of the Committee the agenda for the Board’s Roles & Responsibility meeting should be compiled.  
	Mr Duncan 
	For noting


	
	
	ACTION
	DATE

	11.2
	Mr Bedford requested that the Committee be given a report on Fixed Asset Management annually, ideally before the end-of-year stock take in July.
	Mr Duncan 
	For noting

	
	
	
	

	A.07.2.12
	Reserve Minutes of meeting held on 13 February 2007
	
	

	12.1
	Mr Bedford proposed and Dr Hutt seconded that the minutes be accepted as an accurate record of the meeting.
	
	

	
	
	
	

	A.O.C.B.1
	Mr Hope thanked Mr Bedford for his professional and enthusiastic contribution to the Audit Committee over many years, and wished him well for the future.  In reply, Mr Bedford stated that he had enjoyed an exciting 8 years on the Board and had considered it a privilege to serve.  
	
	

	
	
	
	

	A.07.2.13
	Date of next meeting – provisionally 4 September, but to be agreed at full Board meeting on 19 June.
	
	

	13.1
	
	
	

	
	(The meeting closed at 3.45pm)
	
	

	
	
	
	


At the conclusion of the meeting, Mr Hope invited Mr Adam to share with those present anything he considered the Committee should be applying itself to.

Mr Adam thanked the Committee for the invitation to attend the meeting, saying it had been a pleasure to attend.  

He intimated that he had undergone his professional training with Henderson Loggie and had been employed by that firm between 1962 and 1967 and had followed its progress with interest ever since.  

Mr Adam stated that the SFC are concerned with governance problems within both the FE & HE sectors and are aiming to strengthen corporate governance with the Combined Code (2003).  He expressed the view that Audit Committees and Auditors each have important roles to play.  He urged the Committee to ask probing questions on the quality of the Management Accounts.  He commended Moray College on its excellent financial outturn for the past 2 years.  

Mr Adam recommended that once a year the Audit Committee meet with both the Internal & External Auditors in the absence of staff members.  Mr Duncan pointed out that this practice is already in place.

Further, Mr Adam recommended that the Principal be invited to attend the Committee’s meeting when the Annual Audit Report is considered, given his role as the Reporting Officer.  

Mr Adam explained that the SFC’s Audit Committee is concerned with reviewing the financial sustainability of all organisations within the sector.  Of particular concern currently is the salary award for the university sector.  He stated that his Committee has no concerns about Moray College.  

Mr Adam went on to recommend that the Committee invite Internal Audit to do a short follow-up audit on recent previous recommendations to ensure they have been implemented.  Mr Duncan indicated that he had introduced this process earlier in the session and the subsequent report was referred to in the minutes approved earlier at the meeting.  

Mr Adam added that the SFC Audit Committee formally evaluates its performance and that of the SFC annually, and urged that the College Audit Committee do the same.  Mr Duncan explained that the Audit Committee had evaluated the performance of both Internal & External Audit for 2005/06 earlier in the session.  With regard to evaluation of the Moray College Board and Committees, he pointed out that a year ago all of the Committees had evaluated their own performance and those reports were then analysed by the Board at its Roles & Responsibilities meeting.  The action points raised have been taken forward by the various Committees.  He indicated that the process is to be repeated over the summer in time for the Roles & Responsibilities meeting at the end of August.  Mr Hope advised Mr Adam that the Committee had considered reviewing the performance of individual Board members, but had agreed to wait until the new Combined Code was published.  Dr Hutt stated that it must be borne in mind that College Board members are unpaid volunteers, quite a lot of whom are still in employment, and who already carry a huge financial responsibility.

Mr Adam finished by saying he was delighted both to see that the College has a choice of prospective new Board members, and how the Committee operates.

Miss MacDonald stated that in her dealings with the College she has found Mr Hutcheon to be very helpful and “on top of his game” and could suggest no particular improvements.  

----------------------------------------

6
Audit Committee 

                    Emboldened paragraphs, decisions taken

29/5/07

AP


