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BOARD OF MANAGEMENT

AUDIT COMMITTEE

Minutes of Meeting

held on

Tuesday 6 May 2008

at 2.00pm

in Board Room 2

Present:
Mr B Hope


(Convener)


Mrs M Gilchrist


Mrs J Hutt


Mr D Tucker


Mr A Major

In attendance:
Mr F Hutcheon


(Director of Finance)


Mr W Duncan


(Clerk to the Board)


Mrs G Curle
 

(Internal Auditor – Wylie & Bisset)


Mrs C Wyllie


(External Auditor – Henderson Loggie)


Mr S Inglis


(External Auditor – Henderson Loggie)


Mrs A Perry


(Minute Secretary)

Mr Hope welcomed everyone to the meeting, especially the 3 Auditors who had travelled north to be in attendance.

	
	
	ACTION
	DATE

	A.08.2.01
	Resignations and Appointments
	
	

	1.1
	There were no resignations or appointments
	
	

	
	
	
	

	A.08.2.02
	Apologies for Absence
	
	

	2.1
	The Committee noted that Mr Tucker had sent apologies indicating he would be late in attending the meeting.
	
	

	
	
	
	

	A.08.2.03
	Additional Declarations of Interest including specific items on this meeting’s Agenda
	
	

	3.1
	There were no additional declarations of interest.
	
	

	
	
	
	

	A.08.2.04
	Minutes of Audit Committee held on 19 February 2008
	
	

	4.1
	There being no inaccuracies, Dr Hutt proposed and Mr Hope seconded that the minutes be accepted as an accurate record of the meeting.
	
	


	
	
	ACTION
	DATE

	A.08.2.05
	Matters Arising/Action Sheet – 19 February 2008
	
	

	5.1
	6.8 Internal Audit – Reports from visit 14-18 January 2008 – Inventory of Fixed Assets:  Mr Duncan stated that since the last meeting, there had been various internal meetings between the Estates and IT Sections, and as a result all procedures have been updated and those changes are now being implemented.  
	
	

	
	
	
	

	5.2
	5.2 Internal Audit (iii) Amended Audit Needs Assessment 2007/08: In response to a question from Dr Hutt, Mr Duncan confirmed that John Ellwood’s interim report on the Learning Centres had been forwarded to Wylie & Bisset for consideration as part of their Value for Money Audit, and considered by the PMG on 2nd May.  Dr Hutt requested that this interim report be circulated to the Committee.
	Mrs Perry
	Once “interim” report has been updated

	
	
	
	

	5.3
	7.1 Value for Money Matrix – Annual Review – External Income Generation:  In response to a question from Mr Hope, Mr Duncan advised that the Finance & General Purposes Committee had received a presentation from George Cowie, the key focus being on the downturn in income from the Aberdeen Programme Centre and the efforts to reverse that position.  Mr Hutcheon indicated that the College is currently in negotiation with SHAW, a disability initiative, to sub-contract a national project in Aberdeenshire & Moray.  He added that the College had learned from the experience of the Prison Service contract and the Job Centre Plus referrals and will scrutinise the terms & conditions of the written sub-contract rigorously before any final commitments are made.  He stated that the sub-contract could generate a fairly substantial income over the next 2 years, sufficient to sustain the Centre and its 3 members of staff.  In response to a question from Mr Hope, Mr Hutcheon confirmed that the College’s presence in Aberdeen in DDA compliant facilities certainly assisted the College in winning this sub-contract.  Mr Hope stated that the Board had been prepared to be ruthless if no other income generation had been forthcoming.  Dr Hutt warned that this sub-contract must not result in good money being spent after bad.
	
	

	
	
	
	

	5.4
	Performance Indicators (i) checklist for Internal Audit & (ii) checklist for External Audit:  Mrs Curle undertook to remind Mr Gillespie to forward to Mr Duncan similar checklists from other Colleges.  Mr Inglis indicated that another source would be the Higher Education Funding Council for England’s website.
	Mrs Curle
	For noting


	
	
	ACTION
	DATE

	5.4
	10.1 Risk Management Group – update:  Mr Hutcheon advised that the Risk Management Group had taken on Board the Committee’s comments at the last meeting about the number of high impact items and the need for differentiation, and had subsequently concentrated on the next level of the embedding process.  He added that at the next meeting of the Group focus would be on completely updating the Risk Register. 
	
	

	
	
	
	

	A.08.2.06
	External Audit (i) Retirement of Chris Beaton
	
	

	6.1
	Mr Duncan drew members’ attention to his paper noting the promotion of Stuart Inglis and Cathie Wyllie to replace Chris Beaton as partners responsible for the provision of external audit services to the College.  He indicated that they had both travelled north on 9th April and had a fruitful meeting with himself and Mr Hutcheon.  
	
	

	
	
	
	

	
	(Mr Tucker joined the meeting at 2.25pm)
	
	

	
	
	
	

	6.2
	External Audit (ii) Audit Plan 2007-08
	
	

	
	Mrs Wyllie expressed her pleasure at being at the meeting and at becoming involved with the College.  She indicated that as the draft Annual Audit Plan had been circulated in advance of the meeting she did not plan to go through it in detail, merely to highlight one or two items.  She pointed out that the meeting on 9th April had been useful to herself and Mr Inglis in gathering updated information in order to produce the Plan.  She drew members’ attention to pages 10-12, the College’s key Current Issues, which Wylie & Bisset will cover in their audits and that work in turn will be scrutinised by Henderson Loggie.  Mrs Wyllie drew specific attention to the revision of the Statement of Recommended Practice (SORP), expanding the required report by the Board of Management for the front end of the Annual Accounts.  
	
	

	
	
	
	

	6.3
	Committee members expressed their satisfaction with the draft Plan, but Dr Hutt advised the Auditors that the Board are unsure what effect the award to UHI of Taught Degree Awarding Powers will have on the College’s finances and requested that they always bear that in mind.  
	
	


	
	
	ACTION
	DATE

	6.4
	Mrs Wyllie also referred the Committee to page 15, Fees.  She reminded members that in Henderson Loggie’s first year the fee had been set higher than the mid-point to allow for the extra work in “getting to know the College”.  As it had been proved that the College is well run, the proposed fee for 2007/08 is the mid-point of the range, £12,030.  Mr Hope was gratified to see that the proposed fee had at least come down.  Dr Hutt expressed satisfaction that the Auditors feel sufficient confidence in College systems that Moray can be placed at the mid-point.  Mrs Gilchrist enquired how it could be further reduced.  Mr Tucker and Mr Major expressed their real frustration at there being a fee range where it is impossible for a well-run College to be placed below the mid-point.  Mrs Wyllie conceded she did not understand why Audit Scotland provides that range and undertook to investigate the matter.  

The Committee agreed to accept Henderson Loggie’s Annual Audit Fee for 2007/08 of £12,030.
	Henderson Loggie
Mr Hutcheon
	For noting
For noting

	
	
	
	

	6.5
	Mr Duncan indicated that the Interim and Annual Audit dates in June and October, respectively, have been agreed with Henderson Loggie.  Mr Inglis pointed out that the Audit Timetable & Output is shown at page 14 of the draft Plan.  
	
	

	
	
	
	

	A.08.2.07
	Internal Audit (i) Central Stores VfM Report 
	
	

	7.1
	Mr Hope pointed out that this report is more extensive than normal and certainly contains more recommendations than the Committee would have hoped, however it will be of considerable value to the College if it can be used as a blueprint for positive action.  Mrs Curle indicated that she would not go through the reports in detail, given they had been circulated earlier with the papers.  She stated that the key points of this report are that the present software has not been monitored or upgraded; the IT staff have not been involved in its implementation or usability, resulting in different departments using the system in different ways; and the scope of the original project is not known.  She added that although the report comes across as scathing, it is not meant to be.  
	
	


	
	
	ACTION
	DATE

	7.2
	Mr Hope suggested that specific dates be given to Timescales and Mr Major suggested only one person should be listed in the Responsibility column.  Mr Hope invited Mr Hutcheon to give his response to the report.  Mr Hutcheon indicated that he is not yet in a position to list dates, but accepted that his is the responsible person.  He went on to express disappointment that much of the report sets out fairly discernible faults that he had raised with Mr O’Hagan and Mr Gillespie prior to the audit and were due for consideration by him and the Refectory Manageress who line manages the Central Stores.  These issues had become evident early on in his line management of the area and had been why this Value for Money audit had been requested.  He added that the software package had cost c£35k 5-6 years ago and accepted there are training and fundamental software and hardware issues.  Most worrying to him had been the lack of upgrades for the system and the fact that this is a “legacy” package with planned obsolescence and is no longer available in this form.  He expressed surprise that the c£1,400 annual maintenance contract had not provided upgrades and indicated that Mr O’Hagan had undertaken to raise this issue with the software house.  He added that he would follow up on various matters with Mr O’Hagan and Mr Gillespie.  He reiterated his real disappointment that the report added little in the way of Value for Money and concentrated on matters he had already been aware of.  Dr Hutt took on board Mr Hutcheon’s point and stressed the importance of the Committee having confidence in these reports.  Mr Major pointed out that if auditors don’t include everything in their reports those being audited don’t understand the full extent of the problems.  Mr Hope added that an “external” point of view can also be helpful to the personnel involved.  
	Mr Hutcheon 
	For noting

	
	
	
	

	7.3
	Mr Hope expressed concern that the software system had never been installed at the Technology Centre.  Mr Duncan expressed surprise at this finding, given that work was authorised to install cabling there when the software was initially purchased.  He undertook to look into that.
	Mr Duncan 
	Immediate

	
	
	
	

	7.4
	Members requested that their concern at the issues raised in this report be raised with the personnel involved and agreed that the Central Stores Report should be an agenda item at the November meeting, when members could check on progress.
	Mr Hutcheon 

Agenda
	Immediate 

Nov 2008


	
	
	ACTION
	DATE

	7.5
	Internal Audit (ii) Report from visit 8-11 April 2008 – Learning Centres VfM Report  
	
	

	
	Mrs Curle stated that the bulk of the information gained to compile this report had come through discussions with staff and is based on opinion and perception, which cannot be quantified.  Having discussed the report with Mr Hutcheon prior to the meeting, she accepted that there may be ambiguity in the findings.  She pointed to the main finding in the report that from a high-level perspective, there does not appear to be anyone with overall responsibility for driving the Learning Centres forward, and if there is, that has not been communicated through the ranks.  
	
	

	
	
	
	

	7.6
	Mr Hutcheon indicated that he had discussed this report with Mike Devenney and John Ellwood (who has been tasked with looking at strategy and the medium-term sustainability of the Learning Centres and reporting back to the PMG at the end of the session) and the consensus of opinion had been that this report had also been disappointing and had not provided the Value for Money tips that had been hoped for.  He stated that there are one or two inaccuracies in the report and the phraseology does not give a totally accurate picture, perhaps through misunderstanding.  He gave an example of bullet point 3 on page 4:  “There should be regular reports prepared analysing the utilisation and throughput of the Centres, highlighting any areas of concern/future potential”, stating that Mr Devenney has received detailed analysis from the Learning Centres from Anne Lindsay, then John Ellwood when he took over responsibility on 1st September 2007, and John Ellwood’s investigation into the Centres is an Action in the current Operational Plan.  Mrs Curle undertook to raise Mr Hutcheon’s concerns with Mr Gillespie and Mr McLaughlan.  In answer to a question from Dr Hutt, Mr Hutcheon indicated that 2 Auditors had taken 2½ days to collate this information and had visited all the Centres and had discussions with Mr Devenney, Mr Ellwood and Mrs Lindsay.  She stated that she too would have expected more detail from this audit.  Mrs Curle stated that it is not an auditor’s role to advise the College what is to be done, they should merely give points for consideration.  
	
	


	
	
	ACTION
	DATE

	7.7
	Mr Hope expressed the opinion that sometimes a healthy tension between the internal auditors and the College is not unhelpful and stated that, as someone interested in maximising what the College does for the community and generating income, he had found it an interesting report.   Mr Major pointed out that the College’s responses to these recommendations must be added to the report, and Dr Hutt requested evidence on which recommendations are based.  Mrs Curle undertook to extend the report in this way.
	Mrs Curle
	Immediate

	
	
	
	

	7.8
	The Committee agreed that the finalised report be an agenda item at the first Committee meeting after the summer recess and that John Ellwood be invited to speak to the College’s responses; further John Ellwood’s final report into the sustainability of the Learning Centres be an agenda item at the autumn Board meeting.
	Agenda

&

Mr Ellwood

Agenda
	Sept 08

Oct 08

	
	
	
	

	7.9
	Internal Audit (iii) Suspected Fraud
	
	

	
	Mr Duncan undertook to provide Wylie & Bisset with further information on this incident.  He explained that a student had presented attendance claims containing the forged signature of a Lecturer and received £10 per week from the Educational Maintenance Allowance (EMA) fund on 8 separate occasions.  As the deception had commenced prior to Christmas, she had also received the “January bonus” of £150.  The student in question has not admitted to forging the signature and was unable to explain how this occurred, however the sum has now been repaid in full.  Mr Duncan added that the attendance claims for when the student had been in College also contained a forged signature.  Mr Tucker stated that in his opinion, the student should also have been asked to repay these sums and should consider herself lucky not to be facing investigation by the Police. Mr Duncan expressed disappointment that this had occurred as there had been a similar incident 2 years earlier and it had been thought that sufficient steps had been taken to prevent it happening again.  The system within Student Finance has now changed such that only claims submitted personally by Lecturers will be processed.  Mr Hope pointed out that he had been informed of this fraud very timeously and kept updated.   He expressed amazement that given the number of grants payable by the College there are not more incidents.  Mr Duncan agreed to take on board Mrs Gilchrist’s point that Student Support Services should make an attempt to find out why the student had committed this fraud.
	Mr Duncan 
	Immediate

	
	
	ACTION
	DATE

	A.08.2.08
	Self-Evaluation – annual update
	
	

	8.1
	Mr Duncan referred members to the self-evaluation and indicated that additions have been highlighted in bold print and matters to be removed have a strikethrough.  Mr Major indicated that the Source of Evidence should be more focused and highlight the precise document.  

After a brief conversation, the Committee agreed that the documentary “Source of Evidence” should be emboldened within the paragraph.  
	Mr Duncan 
	For noting

	
	
	
	

	A.08.2.09
	Annual Roles & Responsibilities meeting – draft agenda
	
	

	9.1
	Mr Hope indicated that Mr Devenney had suggested the Board may be interested to hear from a representative of Moray Council in regard to the Single Outcome Agreement.  However, he pointed out that if this sort of presentation were added to the agenda, something else would have to be removed otherwise the meeting would become too lengthy.  Mr Duncan suggested the meeting be scheduled to take 2½ hours.  He added that the paper on “Training” would not be lengthy and would contain details of SFEU’s planned events for Board members, due to commence at Cumbernauld College on 15th May and continue next session with events being held in Inverness.   Dr Hutt pointed out that UHI matters are already a standard item on every Board agenda and a discussion on Research would make the meeting too lengthy.  
	
	

	
	
	
	

	9.2
	The Board agreed that only items 1-5 on the draft agenda stand and be allocated an hour, there should then be a break, followed by a presentation and discussion on the Single Outcome Agreement for another hour.  The Committee requested that Mr Devenney structure the proposed presentation.
	Roles & Responsibilities

Agenda

Mr Devenney
	Sept 08

Sept 08


	
	
	ACTION
	DATE

	A.08.2.10
	APUC briefing paper
	
	

	10.1
	Mr Hutcheon drew members’ attention to the paper from the Scottish Colleges Finance Network, which had followed on from a meeting of the Network he had attended in December.  He explained that Colleges and Universities are being asked to enter into a formal partnership agreement with Advanced Procurement for Universities and Colleges (APUC).  A handful of organisations have done so, but his advice was that it would not at this stage be in the interests of the College to do so given the lack of clarity within the document.  Whilst acknowledging that the principle of the sector-wide purchasing scheme is sound, Committee members highlighted their concerns at the prospect of APUC Directors being remunerated at £3k per annum and that members would assume responsibility for the pension liability of APUC’s infrastructure in Edinburgh.  Mr Hutcheon indicated that due to maternity leave, the College would now go to a Phase 2 implementation in Aug/Sept, which should still be a limited implementation.
The Committee agreed with Mr Hutcheon that the College could not commit to signing a partnership agreement with APUC until the detail and implications have been more thoroughly laid out.  
	Mr Hutcheon 
	For noting

	
	
	
	

	A.08.2.11
	Long-term agenda planning
	
	

	11.1
	· The Committee agreed that Central Stores should be an agenda item at the November meeting, when members could check on progress in relation to the recommendations contained within the Internal Audit Report;
· Further that the finalised Internal Audit Report on the Learning Centres be an agenda item at the first Committee meeting after the summer recess, and that John Ellwood be invited to speak to the College’s responses; 
· Further John Ellwood’s final report into the sustainability of the Learning Centres be an agenda item at the autumn Board meeting.
	
	


	
	
	ACTION
	DATE

	A.08.2.12
	Date of Next Meeting – to be arranged
	
	

	12.1
	Mr Duncan indicated that a draft schedule of meetings has been prepared to tie in with the meetings of the UHI Board of Governors and would be considered by the full Board on 17th June.
	
	

	
	
	
	

	
	
	
	

	
	(The meeting closed at 4.00pm)
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