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BOARD OF MANAGEMENT

AUDIT COMMITTEE

Minutes of Meeting

held on

Tuesday 3 March 2009

at 10.30am

in Board Room 2

Present:
Mr B Hope


(Convener)


Mr A Major


(Vice-Chair)


Mrs M Gilchrist


Mr D Tucker


Mr B MacPhail

In attendance:
Mr F Hutcheon


(Director of Finance)


Mr W Duncan


(Clerk to the Board)


Mr G Gillespie
 

(Internal Auditor – Wylie & Bisset)


Mrs A Lindsay


(Assistant Principal – Student Services)


Mrs A Perry


(Minute Secretary)

Mr Hope welcomed everyone to the meeting, particularly Bill MacPhail who had been co-opted on to the Committee and Graham Gillespie who had made a lengthy journey in order to attend.

	
	
	ACTION
	DATE

	A.09.1.01
	Resignations 
	
	

	1.1
	The Committee noted Mr Tucker’s resignation from the Committee following his promotion and subsequent posting.  Mr Hope congratulated him and thanked him for his contribution to the work of the Committee.
	
	

	
	
	
	

	1.2
	Appointments
	
	

	
	The Committee noted that Mr MacPhail, a retired Qualified Chartered Accountant, had been co-opted to serve on the Audit Committee for a pilot of 2 meetings.  Mr Duncan undertook to inform the full Board and indicated that Dr Hutt was aware of the situation and had met with Mr MacPhail.  
	
	

	
	
	
	

	A.09.1.02
	Apologies for Absence
	
	

	2.1
	There were no apologies for absence.
	
	

	
	
	
	

	A.09.1.03
	Additional Declarations of Interest including specific items on this meeting’s Agenda
	
	

	3.1
	There were no additional declarations of interest.
	
	


	
	
	ACTION
	DATE

	A.09.1.05
	Matters Arising/Action Sheet – 18 November 2008
	
	

	5.1
	6.3 Internal Audit (i) SUMs Audit Report:  Following discussions at the previous meeting, Anne Lindsay had provided members with a written response to the issues raised in the Audit Report.  Mr Hope thanked Mrs Lindsay for her paper and for attending the meeting.  Mr Gillespie reminded the Committee that in sample testing by the auditors the range of the delay between a student’s date of last attendance and the date that they were formally withdrawn from the College was 71-137 days.  This was felt to be excessive and the recommendation was it should be reduced to 40-45 working days.  Mr Hope pointed out that this was the second year this issue had been identified.  Mrs Lindsay stressed the importance to the College of supporting students through absence, which can result for a variety of reasons.  She accepted that in some instances the delay in removing students from the Register had been excessive, and pointed out that it was she who had raised the limit of 40-45 working days as being the minimum time period for withdrawing students.  Mrs Lindsay pointed out that on checking the samples, the 71-137 days was reduced to 50-98 “working” days.  She drew members’ attention in her paper to the role of the members of the Early Intervention Team, stressing that it is not their responsibility to withdraw students, as they do not have the same detailed knowledge as Student Advisors, but they can activate the relevant paperwork necessary for withdrawal.  In response to a question from Mr Hope, Mrs Lindsay expressed the view that on the whole the Early Intervention Teams work well with the Student Advisors, but this is currently being reviewed across the different subject areas.  She indicated that a sample taken by her had indicated the problem of busy teaching staff failing to comply with the administrative procedures is a cross-College issue.  She suggested that the 3 key prompts to complete paperwork given during the year could be increased to 5.  She made reference to the new CELCAT timetabling system, which has had a major impact within the College, and will tie in student attendance to student finance, allowing staff in Student Finance to take a more direct and automated look at attendance and liaise with the relevant Student Advisors.  She was confident that this would impact positively upon the issue raised in the Audit Report.  She added that the 3 new Directorate Administrators would also take a role in monitoring student attendance and liasing with the Student Advisors.  Mr Gillespie pointed out that the next annual SUMs audit would be carried out in October.   Mr MacPhail suggested that the Early Intervention Team’s logs should be made available to the auditors.  Mrs Lindsay indicated that in addition to the logs, there is a series of 3 letters issued by the Team that can also be made available to the auditors.  Mr Major commended those involved for raising the profile and putting in place safety nets.  Finally, and in response to a question raised by Mr Hope, Mrs Lindsay indicated the instances taking137 days were exceptional and generally caused by students becoming uncontactable.  She expressed confidence that the measures being put in place will reduce the numbers exceeding the target.  
	Mrs Lindsay
	For noting

	
	
	ACTION
	DATE

	
	(Mrs Lindsay left the meeting at 11.12am)
	
	

	
	
	
	

	A.09.1.04
	Minutes of Audit Committee held on 18 November 2008
	
	

	4.1
	Mrs Gilchrist proposed and Mr Major seconded that the minutes be accepted as an accurate record of the meeting.
	
	

	
	
	
	

	A.09.1.05
	Matters Arising/Action Sheet – 18 November 2008
	
	

	5.2
	10.1 Responsibility for investing College funds:  Mr Hutcheon indicated that in light of the economic climate he intends to maintain the current spread of prudent investments in UK mainland high street banks.
	
	

	
	
	
	

	5.3
	10.2 Responsibility for investing College funds:  Mr Duncan confirmed that the paper Mr Hutcheon presented to the last meeting of the Committee had been accepted by the Finance & General Purposes Committee at its meeting in November.
	
	

	
	
	
	

	A.09.1.06
	External Audit (i) Audit Charges 2008/09  
	
	

	6.1
	Mr Duncan drew members’ attention to the letter from Audit Scotland indicating the fee range for 2008/09 and the e-mail from Stuart Inglis indicating that Moray College will fall at the mid-point of the range.  He added that the fee would be discussed and agreed at the Committee’s May meeting, when a representative of Henderson Loggie will be in attendance.  Members expressed disappointment that despite 2 trouble-free annual audits Moray remained at the mid-point and reiterated their desire to know what must be achieved to be placed at the lower end of the scale.  Mr Duncan undertook to raise the matter formally with both Audit Scotland and Henderson Loggie in order that the position be clarified in time for the next meeting.  Mr MacPhail expressed surprise at the increase in Audit Scotland’s annual fixed charge from £130 to £210.  Mr Gillespie pointed out that in his experience as an External Auditor, the mid-point seems to be a default position, but agreed that it was a fair and worthwhile point to raise.
	Mr Duncan 


	Agenda

5/5/09

	
	
	ACTION
	DATE

	6.2
	External Audit (ii) Circular SFC/07/2009 – Guidance on the audit requirements for Education Maintenance Allowances (EMAs) for financial year 2008-09
	
	

	
	Mr Duncan reminded members that all recent Funding Council Circulars are listed on the back of the Agenda, but indicated that this one was to be specifically brought to the attention of the Audit Committee.  He explained that the Circular lays out what the auditors will expect to see in their routine and spot checks.  He reminded members that there had been 2 attempted frauds on the EMA process over the past 2 years, with students attempting to forge the signature of their Lecturers.  The procedures have subsequently been amended.  Mr Hope expressed surprise at the requirement for 100% attendance in order to receive the grant and questioned the inflexibility in terms of being an “inclusive” institution.  Mr Duncan pointed out that the Funding Council sets this requirement.  

The Committee agreed to invite Anne Lindsay to attend the next meeting and provide a paper on whether the 100% attendance rule causes “inclusiveness” problems.
	Mrs Lindsay
	Agenda

5/5/09

	
	
	
	

	A.09.1.07
	Internal Audit (i) Report from visit 12-16 January 2009
	
	

	7.1
	Mr Gillespie drew members attention to the Report from the audits carried out on Corporate Governance; Risk Management; Personnel & Payroll; Treasury Management; Purchasing & Payments; Fixed Assets, Estates Management & Inventories and Revisit Previous Reports.  He highlighted at page 4 the number of recommendations:  2 High; 18 Medium & 9 Low.  He pointed out that both of the High recommendations come from the audit of Outstanding Previous Recommendations, namely Fixed Assets and Student Records, and drew members’ attention to the recommendations and College responses detailed in Appendix C from page 30 of the Report.  
	
	

	
	
	
	

	7.2
	In relation to the audit of Fixed Assets, Mr Gillespie indicated that testing of the inventory listing revealed that:

· There were 1,519 items on the listing, covering a range of equipment, with their locations unknown.  In the previous year there were 149 such items;

· 4 out of 4 rooms tested did not agree to physical inspection;

· A significant purchase of IT equipment purchased in July was not on the asset listing, however it had been PAT tested and was recorded on the list;

· Adding new equipment to the asset listing is 5 months behind the delivery date of the equipment;

· No SmartBoards or non-electrical gym equipment are recorded on the inventory listing.
	
	

	
	
	ACTION
	DATE

	7.3
	Members expressed disappointment that despite previous amendment to procedures, issues had again arisen with the recording of Fixed Assets.  Mrs Gilchrist suggested that consideration be given to whether the task of logging the College’s Fixed Assets should be made a full-time post.  Messrs Tucker and Major expressed concern that “ownership” is being lost “in transit” and this may enable theft to go undetected.  Mr Hutcheon indicated that “in transit” refers to items awaiting processing and not yet having been loaded on to the CAFM system.  Mr Duncan accepted that many staff, in the great scheme of things, would consider this particular record keeping as a low priority.  He added that there is no chance that computer equipment could come into College and go unlogged for 5 months as it is given an MCOL number and logged for PAT testing as soon as it is delivered.  He was unable to explain why there had been such an increase in those items listed as “location unknown”, but added that investigation had shown that 782 were in the process of being disposed of.  He advised that he would be doing his own in-house annual follow-up into past audit reports in time for the next Committee meeting.  

The Committee agreed that in lieu of the available free audit days, Wylie & Bisset should liaise with College staff over improving current systems and to provide an Interim Progress Report in time for the next meeting.
	Mr Duncan

Mr Gillespie

&

Mr Duncan 
	Agenda

5/5/09

Agenda 

5/5/09

	
	
	
	

	7.4
	Mr Gillespie turned to the recommendations in respect of Student Records and while he acknowledged that procedures for pursuing overpayments to students are now in place, there are outstanding debts of £23,686 that are not actively being pursued and had not been since June 2008, with none of the debts having made it past the 2nd of the 4 stages.  Mr Hutcheon drew members’ attention to the College responses in Appendix C at page 23 and indicated that his Finance Department is assisting the Student Finance Section to review its processes.  Finance staff plan to provide top-level recommendations to Heather Henderson and Anne Lindsay.   He confirmed that c£1k has since been recovered and several payment plans are in place to recover some of the remaining c£22k, but acknowledged that the older the debt the less recoverable they become.  In response to a question from Mr Hope, he confirmed that there is a possibility that the College has lost money as a result of this flawed system.  Disappointment was expressed that previous updates to procedures in this Section had not been adhered to.   Mr Hope pointed out that the January Management Accounts show an increase in total Debt of £110k.  Mr Hutcheon pointed out that that move is not outwith the acceptable range.  Mrs Gilchrist expressed concern for the Student Finance staff and queried whether the Staffing Committee should consider their position.  Mr Hutcheon advised that there have been lengthy discussions and moves are afoot within the Section to review the systems and processes within the Student Finance area to ensure matters are dealt with correctly and timeously.

The Committee agreed that given the amount of outstanding debt caused by non-compliance with the agreed procedures, Mrs Lindsay should attend the next meeting and provide a paper for consideration in advance.  An update on how much of the £22k for 2007/08 remains outstanding and the current position for 2008/09 should be provided.
	Mrs Lindsay
	Agenda

5/5/09

	
	
	ACTION
	DATE

	7.5
	Mr Hope drew members’ attention to the table on page 9 of the Report summarising the extent to which previous recommendations have been implemented.  In light of the fact that only 33% of the recommendations had been fully implemented, he suggested the Committee be given an update of the position at the next meeting.  
	Mr Duncan
	5/5/09

	
	
	
	

	7.6
	Mr Gillespie had no comments on the other audits carried out during the visit.  Mr Hope pointed out that with the 2 exceptions the audit had gone very well, with the positive far outweighing the negative.
	
	

	
	
	
	

	A.09.1.08
	Performance Indicators (i) Checklist for Internal Audit
	
	

	8.1
	Mr Duncan drew members’ attention to the checklist, and in particular the comment that:

“Wylie & Bisset have undertaken the role as Internal Auditors in an extremely professional manner.  All activities were undertaken with the minimum of disruption to College operations.  All assignments and reports completed in accordance with agreed timescales.”
	
	


	
	
	ACTION
	DATE

	8.2
	Performance Indicators (i) Checklist for External Audit
	
	

	
	Mr Duncan drew members’ attention to the checklist, and in particular the comment that: 

“College officers were kept fully aware of the audit process to be followed, and debriefed at the conclusion of the audit on their findings.  The College was entirely satisfied with the way in which Henderson Loggie undertook this important task.  All assignments and reports carried out were completed within the agreed timescale.”  

The only point of contention being Fees, discussed earlier at paragraph 6.1.  
	
	

	
	
	
	

	8.3
	Mr Hope expressed the Committee’s appreciation to both sets of auditors for their co-operative attitude towards working with the College.
	
	

	
	
	
	

	A.09.1.09
	Risk Management Group
	
	

	9.1
	Mr Hutcheon indicated that the work of the Group continues, focusing on imbedding the process.  Risk Management sessions have been run on Staff Development Days, and based on the feedback forms they had been well received by those attending.  
	
	

	
	
	
	

	A.09.1.10
	Board Developments (i) Training
	
	

	10.1
	Mr Duncan reminded members that SFEU are to hold 3 Board Training sessions in Inverness during 2009/10 and invited members to inform him if any specific training requirements arise.  He suggested that a Board Induction could be provided for Bill MacPhail.  Mr Major indicated a lack of understanding of the issues faced by frontline teaching staff.  Mr Duncan indicated that the Board had previously considered ascribing specific Board members to specific areas within the College, however this idea had been rejected at that time.  Mr Hope expressed his disappointment at the decision, but had fully understood the additional time commitment that would have been required by Board members.
	
	

	
	
	
	

	10.2
	Board Developments (ii) Roles & Responsibilities meeting
	
	

	
	· A focus on how Board members become aware of issues affecting frontline teaching staff.
	Agenda 
	5/5/09




	
	
	ACTION
	DATE

	A.09.1.11
	Long-term agenda planning
	
	

	11.1
	· External Audit Fees

· EMA requirements

· Fixed Assets & Student Records – audit updates

· Roles & Responsibilities Agenda
	
	

	
	
	
	

	A.09.1.12
	Reserved Minutes of Meeting held on 18 November 2008
	
	

	12.1
	Mrs Gilchrist proposed and Mr Major seconded that the minutes be accepted as an accurate record of the meeting.
	
	

	
	
	
	

	A.09.1.13
	Reserved Matters Arising/Action Sheet from meeting held on 18 November 2008
	
	

	
	All matters on the sheet had been merely for noting.
	
	

	
	
	
	

	A.09.1.14
	Date of Next Meeting – 5 May, 2009 at 10.30am
	
	

	
	
	
	

	
	(The meeting closed at 12.34pm)
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