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A.07.4.04


BOARD OF MANAGEMENT

AUDIT COMMITTEE

Minutes of Meeting

held on

Tuesday, 2nd October, 2007

at 2.00pm

in Board Room 2

Present:
Mr B Hope


(Convener)


Mr D Tucker


Mr A Major

In attendance:
Mr F Hutcheon


(Director of Finance)


Mr W Duncan


Clerk to the Board)


Mrs A Perry 


(Minute Secretary)


Mr G Gillespie
 

(Internal Auditor – Wylie & Bisset)

Mr Hope welcomed everyone to the meeting, particularly Ash Major and Graham Gillespie who were both attending their first meeting of the Committee.

	
	
	ACTION
	DATE

	A.07.3.1
	Resignations  
	
	

	1.1
	There were no resignations.
	
	

	
	
	
	

	1.2
	Appointments
	
	

	
	Members noted the appointment of Ash Major to the Committee.
	
	

	
	
	
	

	A.07.3.2
	Apologies for Absence
	
	

	2.1
	Apologies for absence were received from Dr Hutt and Mrs Gilchrist.
	
	

	
	
	
	

	A.07.3.3
	Additional Declarations of Interest including specific items on this meeting’s Agenda
	
	

	3.1
	There were no additional declarations of interest.
	
	

	
	
	
	

	A.07.3.4
	Minutes of Audit Committee held on 29 May 2007
	
	

	4.1
	Mrs Perry was requested to amend “APCU” in paragraph 5.2 on page 2 to “APUC” (Advanced Procurement for Universities & Colleges), and replace “and” with “an” on the 4th line of AOCB1 on page 6.  Subject to those amendments being made, Mr Tucker proposed and Mr Hope seconded that the minutes be accepted as an accurate record of the meeting.
	Mrs Perry
	Done


	
	
	ACTION
	DATE

	A.07.3.5
	Matters Arising/Action Sheet – 29 May 2007
	
	

	5.1
	5.3 Matters Arising/Action Sheet – 13 February 2007 – Audit Needs Assessment:  Mr Hutcheon advised the Committee that the Workload Analysis is now complete and was used by College management in the compilation of the Budget, FFR and the Strategic Plan.  
	
	

	
	
	
	

	5.2
	5.4 Matters Arising/Action Sheet – 13 February 2007 – Internal Audit reports:  Mr Duncan confirmed that subsequent to the last Audit Committee meeting the Code of Conduct was considered by the Policy Review Group and the Staffing Committee.  Amendments have now been made and the Code is to be placed on the Staff Intranet.
	
	

	
	
	
	

	5.3
	5.5 Matters Arising/Action Sheet – 13 February 2007 – Matrix:  Mr Duncan pointed out that Mrs Perry had indeed circulated the details of the Staff Development programme to Board members.  In response to a question from Mr Hope, Mr Duncan advised that Dr Gary Campbell had given a very well received presentation as part of the Staff Development Week.  This event had been over-subscribed and will be repeated at the Staff Development Day in December.  As an aside on Energy, Mr Duncan informed the Committee that the College’s Energy Costs for last year had risen by 6%, whereas Energy Prices had increased by a significantly higher figure.  Although it had been a mild winter, the Energy Group had introduced a number of initiatives to encourage staff to switch off lights and computers when not in use.  
	
	

	
	
	
	

	5.4
	6.1 External Audit – Draft Audit Plan:  Mr Duncan confirmed that Mr Hutcheon provided Henderson Loggie with a copy of the College’s completed Efficient Government Initiative questionnaire.  
	
	

	
	
	
	

	5.5
	9.1 Draft final Complaints Policy & Procedure:  Mr Duncan referred members to Mr Cooper’s response to their suggestion that the sequence of events should be reversed following a complaint against a member of the Board.  The Committee were satisfied to accept Mr Cooper’s reasoning to leave the Policy as originally drafted.
	
	

	
	
	
	

	5.6
	10.1 Travel & Subsistence Policy – update:  Mr Duncan confirmed that the amendments suggested by the Committee were incorporated to the Policy and that it is now on the Staff Intranet.
	
	


	
	
	ACTION
	DATE

	5.7
	Paragraph 5.2 of the minute – E-Procurement:  Mr Hope referred members to this section of the minute and enquired what progress had been made in moving towards implementation of the new system.  For the benefit of Mr Major, Mr Hutcheon explained that this is a nationally sponsored scheme which is 90% funded by the Scottish Executive through the Scottish Funding Council.  A centre of expertise, APUC (Advanced Procurement for Universities & Colleges), has been set up under the Efficient Government agenda and is currently gathering purchasing information from institutions.  It is expected that Universities & Colleges will be able to achieve huge buying gains once the system is in place, which for Moray it is hoped will be 2008.  Mr Hutcheon pointed out that the software is already in use in local authorities and health boards, so it is tried and tested. In response to a question from Mr Hope as to whether the central process would mitigate against local suppliers, Mr Hutcheon assured him that it would not.   Mr Hutcheon assured the Committee that there is scope within the new process to preserve local partnership working.  He highlighted a slight concern within the Sector that OSCR (the Office of the Charities Commissioner for Scotland) may wish to remove Colleges’ charitable status given that the implementation of this process may be considered to be ministerial directive.  He stressed the importance of maintaining the huge financial dispensations gained from being a registered charity.  Mr Hope advised members that at the Association of Scottish Colleges Annual Conference at Dunblane, both the Chief Executive of OSCR and Fiona Hislop (Education Minister) had indicated that the central decision makers do not intend that the Sector should lose its charitable status.  
	
	

	
	
	
	

	A.07.3.06
	External Audit – Annual Audit 
	
	

	6.1
	Mr Hutcheon advised members that he had presented the draft Statutory Accounts to the Finance & GP Committee on the 25th September.  The Committee had agreed he could forward the Accounts to Henderson Loggie, the External Auditors.  He confirmed that the Annual Audit would commence on Monday, 8th October with three auditors for 2 weeks.  
	
	

	
	
	
	

	A.07.3.07
	Internal Audit (i) 2006-07 SUMs 
	
	

	7.1
	Mr Gillespie confirmed that he has been in discussion with James Garrow at the College and that the SUMs audit will commence on 8th October.  He undertook to submit the report in time for the next Committee meeting on 27th November.
	
	


	
	
	ACTION
	DATE

	7.2
	Internal Audit (ii) Educational Maintenance Allowance
	
	

	
	Mr Gillespie confirmed that this audit had been carried out in May.  There had been no issues and the certificate was submitted to the Funding Council before the deadline.  
	
	

	
	
	
	

	7.3
	Internal Audit (iii) Annual Report 2006-07
	
	

	
	Mr Gillespie drew members’ attention to the table on page 6 of the report summarising the audit work undertaken during 2006/07.  He congratulated Mr Hutcheon and his team that the overall conclusion in the majority of the reports was “Strong”, the highest possible standard.  In response to a question from Mr Duncan, he explained that “Submitted” in relation to the SUMs and Student Support Funds Audits indicated that his team had submitted their returns to the Funding Council in time.  He highlighted Wylie & Bisset’s opinion on page 9, that the auditors “…are satisfied that sufficient internal audit work has been undertaken to allow us to draw a conclusion as to the adequacy and effectiveness of the College’s risk management, control and governance processes.”  He pointed out that the remainder of the Annual Report contains copies of the individual reports that were previously presented to the Committee.  Mr Duncan pointed out that the “6” additional days allocated to Value for Money in 2006/07 should be amended on pages 7 & 17 to “4”.  Mr Hutcheon reminded members that these 4 days referred to the time allocation in relation to the Workload Analysis that would now be rolled forward into 2007/08.  Mr Gillespie undertook to make those amendments before submitting the finalised Report to the College.  Mr Hope expressed his satisfaction with the content of the Audit Report, but queried the half-days allocated to Corporate Governance and Risk Management in the Operational Plan on page 7.  Mr Gillespie explained that his team has already audited these areas of the College extensively in their first year and merely need to re-visit what has already been considered.  Mr Duncan highlighted the allocation of extra days to Value for Money for 2007/08.  

The Committee were content to accept the Internal Auditors’ Annual Report.
	Mr Gillespie


	For noting




	
	
	ACTION
	DATE

	7.4
	Internal Audit (iv) Draft Audit Needs Assessment 2007-08
	
	

	
	Mr Gillespie stated that this is the same document as the previous 2 years, but having been updated to reflect 2007/08.  He drew members’ attention to page 8 and the Operational Plan for 2007/08 and the allocation of audit days provisionally agreed between Wylie & Bisset and Mr Hutcheon.    He drew attention to the 4 days carried forward from 2006/07 from Workload Analysis and added to Value for Money to be carried out in March 2008.  Mr Hutcheon suggested reverting to a 10-day allocation for Value for Money and recommended that both External Income Generation and Projects be audited this year.  Mr Duncan suggested a day could be spent in February reviewing progress in the “Fixed Assets, Estates Management and Inventories” area, further to the recommendations made in 2006/07. Mr Hope requested that Mr Hutcheon discuss the allocation of the extra 4 days with Mr Devenney and indicate the Management’s preference at the next Committee meeting.  In response to a question from Mr Hope, he explained that the 4 days allocated to “Audit Management” on page 9 referred to audit review work, Partner review time, Report writing and attendance at meetings.  Mr Hope queried whether further time should be allocated to Risk Management to consider any possible long-term financial risks to the College from its involvement with UHI.  Mr Hutcheon urged against this as these matters are constantly reviewed by Mr Devenney through his attendance at the Principals’ Forum and by Dr MacLeod as a member of the Board of Governors.  

The Committee agreed to finalise the Audit Needs Assessment at the next meeting.
	Mr Hutcheon 

Agenda
	Immediate

27/11/07

	
	
	
	

	A.07.3.08
	Risk Register - update
	
	

	8.1
	Mr Hutcheon highlighted the 2 additional columns to the Register, linking risks to the Strategic Plan.  He indicated that the next meeting of the Risk Management Group would discuss what specific risks should be informing the strategic planning process.  He suggested the Group (Mr Hutcheon, Mr Duncan, Mr McGarry, Mrs Lindsay and Mr Cowie) discuss with the “responsible persons” what is expected of them in respect of specific risks and what tools they can use to assist them.  In response to a question from Mr Major in relation to Risk A1, Mr Hutcheon explained that the main risk is not being able to recruit appropriately qualified staff.  He pointed out that next year there are a number of staff due to retire and backfilling that resource may well be an issue.  Mr Duncan confirmed that the College does not have a problem with staff retention.  Members expressed their satisfaction with the addition of the column “Strategic Objective Comment” and pointed out that this will be a useful document to consider at the Strategic Planning Day in January.
	Mr Devenney 
	For noting

	
	
	ACTION
	DATE

	A.07.3.09
	Review of Colleges’ 2005-06 financial statements: Circular SFC/27/2007
	
	

	9.1
	Mr Hutcheon tabled an extract of the circular reviewing Colleges’ financial statements for 2005-06.  He stated that the overall message from the Funding Council is that the financial security within the Sector has improved.  He highlighted that there were 2 Colleges within the Sector with underlying deficits, whereas Moray was in a group of 7 Colleges (those with operating surpluses of between £201k-£400k).  Removing the Pensions movement, Mr Hutcheon advised that Moray College had a surplus of £282k, 2.6% of turnover whereas the average for the Sector was 1.9%.  Members were then referred to the details on days of ratio of cash to total expenditure (less depreciation), and whereas the average for the Sector is 64 days, Moray College was 68.  In response to a question from Mr Hope, Mr Hutcheon confirmed that the College has a very healthy Cash position, but with the Feasibility Study underway there will undoubtedly be a call on the College to part-fund any College re-development.  Referring the Committee to Net Current Assets/Liabilities, Mr Hutcheon indicated that Moray had Net Current Assets of £535k, whereas there were 9 Colleges within the Sector with Net Current Liabilities.  Mr Hutcheon referred members to notes 14 & 15 on Pension issues, detailing how both the Moray College’s Pension Schemes are treated as defined contribution schemes under the FRS 17 Pensions Accounting Standard but do require Notes in the Statutory Accounts.  He pointed out that there is a ground swell for standardisation throughout the Sector from those Colleges who do not have this dispensation in relation to their Local Authority Pensions and consequently have weakened Balance Sheets.  In response to a question from Mr Hope, Mr Hutcheon confirmed that if the decision goes against Moray and the Aberdeen City Council Pension Fund requires to be treated as a defined benefit scheme, it will adversely affect the Balance Sheet, but will have no effect on the payment of pensions.  Mr Hutcheon added that there was also a section on trends across the Sector, and Moray faired well.  Mr Hope thanked Mr Hutcheon for a positive paper indicating how far the College had come.  
	
	


	
	
	ACTION
	DATE

	A.07.3.10
	Self-Evaluation 2005-06 update
	
	

	10.1
	For Mr Gillespie’s benefit, Mr Duncan explained that the Quality Statement and Indicative Evidence had been taken from the Guide to Board Members, and the Committee had provided the Source of Evidence and Planned Actions.  The Self-Evaluation was updated in time for the full Board’s Roles & Responsibilities meeting in August, where it was decided it should be finally agreed by the Committee.  Mr Duncan pointed out the proposed amendments, shown in bold type, and proposed deletions shown with strikethroughs.  

The Committee agreed with the proposed amendments.
	Mrs Perry
	For noting

	
	
	
	

	10.2
	Mr Hope advised members that following the decision taken at the Roles & Responsibilities meeting that Conveners should meet with Mr Duncan to discuss the role of their Committee, he had met with Mr Duncan earlier in the day.  Mr Duncan stated that the nature of Audit is sufficiently different to other Committees and requires to be probing and he did not consider that the Committee was too operational.  Mr Hope confirmed that the annual meeting of the lay members of the Committee with both sets of Auditors would take place prior to the commencement of the next Committee meeting, in the absence of all College officers.  Mr Duncan indicated that Mr Campbell, the Convener of the Finance & GP Committee would be invited to attend the next meeting of the Committee when the External Auditor will be present.  
	Audit Committee 

Mr Duncan 
	1.30pm

27/11/07

Immediate

	
	
	
	

	A.07.3.11
	Roles & Responsibilities (i) 2007 meeting
	
	

	11.1
	Mr Hope pointed out that it is the duty of this Committee to review the success of the meeting and whether it was worthwhile.  Mr Tucker stated that in his opinion it is an essential part of the Board’s self-evaluation process, but stated that the meeting had been too lengthy.  Mr Duncan stated that this would be borne in mind for the future.
	Mr Duncan 
	For noting

	
	
	
	

	11.2
	Roles & Responsibilities (ii) 2008 meeting
	
	

	
	The Committee agreed that a draft agenda for this meeting should be considered by the Committee at its May 2008 meeting.
	Agenda 
	6/5/08

	
	
	
	

	A.07.3.12
	Long-term agenda planning
	
	

	12.1
	There were no long-term agenda planning items.
	
	


	
	
	ACTION
	DATE

	A.O.C.B.1
	Mr Hope advised members that on Tuesday, 9th October he, Dr Hutt and Dr MacLeod, along with College officers, will meet with 3 officers from SFC to discuss the strategic way forward for the College.  
	Mr Duncan 
	Update

Board 9/10/07

	
	
	
	

	A.07.3.13
	Date of next meeting – 27th November, 2007 at 2pm
	
	

	13.1
	
	
	

	
	(The meeting closed at 4.00pm)
	
	

	
	
	
	


1
Audit Committee 

                    Emboldened paragraphs, decisions taken

2/10/07

AP


