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BOARD OF MANAGEMENT

AUDIT COMMITTEE

Minutes of Meeting

held on

Tuesday, 29th November, 2005

at 2.00pm

at the Buckie Learning Centre

Present:
Dr J Hutt
(Convener)


Mrs M Gilchrist


Mr D Bedford


Mr B Hope

In attendance:
Mr F Hutcheon
(Director of Finance)


Mr W Duncan
(Clerk to the Board)


Mrs A Perry 
(Minute Secretary)

The Convener welcomed everyone to the Buckie Learning Centre.

	
	
	ACTION
	DATE

	A.05.6.1
	Resignations and Appointments
	
	

	1.1
	There were no resignations or appointments
	
	

	
	
	
	

	A05.6.2
	Apologies for Absence
	
	

	2.1
	Apologies for absence were received from Tenon, Internal Auditors.  
	
	

	
	
	
	

	A05.6.3
	Additional Declarations of Interest including specific items on this meeting’s Agenda
	
	

	3.1
	There were no additional declarations of interest.
	
	

	
	
	
	

	A.05.6.4
	Minutes of Audit Committee held on (i) 13 September 2005
	
	

	4.1
	Acceptance of the minutes was Proposed by Mr Bedford and Seconded by Mrs Gilchrist.
	
	

	
	
	
	

	4.2
	Minutes of Audit Committee held on (ii) 15 November 2005
	
	

	
	Acceptance of the minutes was Proposed by Mrs Gilchrist and Seconded by Mr Hope.
	
	

	
	
	
	

	A.05.6.5
	Matters Arising/Action Sheet – (i) 13 September 2005
	
	

	5.1
	5.3 Stocktaking:  Mr Hutcheon undertook to report back to the Committee in due course once he had reviewed stocktaking procedures at the Technology Centre.
	Mr Hutcheon 
	For noting


	
	
	ACTION
	DATE

	5.2
	Matters Arising/Action Sheet – (ii) 15 November 2005
	
	

	
	5.1 Annual Audit Committee Report to Board of Management:  Mr Duncan indicated that prior to compiling the draft Report (agenda item 12), he had considered the guidelines set by the SFC.
	
	

	
	
	
	

	A.05.6.6
	External Audit (i) Action Plan
	
	

	6.1
	Mr Duncan drew the Committee’s attention to the External Auditor’s Action Plan that was agreed between himself, Mr Howarth and Mr Hutcheon after the Special Audit meeting on 15th November.  
	
	

	
	
	
	

	6.2
	External Audit (ii) Audit Fees
	
	

	
	Mr Duncan indicated that Mr Howarth had confirmed at the Special Audit meeting that the 2004-05 fee would be £12,110.  Members were content to accept the indicative fee of £11,480 for 2005-06 set out in the letter from Mr Frith.  Mr Hutcheon expressed the view that if any additional audits were required, the College would be cheaper instructing the Internal Auditors to carry out that work and highlighted Wylie & Bisset’s knowledge of the sector.  
	
	

	
	
	
	

	A.05.6.7
	Internal Audit 
	
	

	7.1
	Mr Duncan pointed out that it had been a struggle to receive these final audit reports from Tenon, indeed the End-of-Year Report had only arrived in College the day before by e-mail, and College Officers had had very little time to check the reports for accuracy and prepare the College’s responses.
	
	

	
	
	
	

	7.2
	Internal Audit (i) Strategic Planning
	
	

	
	Mr Duncan indicated that Mr Morrow had met with himself and Mr Devenney to compile this Report.  Members expressed surprise at the narrow basis of evidence the Internal Auditor had used for drawing down this information.  The Committee expressed disappointment at the quality of this Report and were satisfied that the items referred to in the Action Plan are already being dealt with by the College, particularly item 3.2 “Although three-year plans are required by the Funding body, Colleges are encouraged to prepare longer-term plans”.  The Committee felt this was already being done and could be evidenced by Section H, page 18 of the 2005/06 – 2007/08 Strategic Plan.  

The Committee agreed their comments should be passed to the Internal Auditor.
	Mr Duncan 
	Immediate


	
	
	ACTION
	DATE

	7.3
	Internal Audit (ii) Risk Management
	
	

	
	Mr Duncan advised that the Internal Auditor had spent some time with himself and Mr Devenney in preparing this Report.  He indicated that the proposed timescale for item 3.1 might change from June 2006. The Board’s annual review of the Risk Register will be fitted in to the cycle of meetings at a time convenient to Mr Hutcheon, who is now in charge of Risk Management.  Mr Duncan explained that the “Risk Management Group”, comprising of members of the PMG and Heads of Division, would help Mr Hutcheon identify the main risks for the College and thereafter address them.  He added that Mr Hutcheon would implement recommendation 3.3 and incorporate details of the Disaster Recovery Plans into the Risk Register.  Dr Hutt requested that developments of the Risk Management Group become a standing item on the PMG agenda, and then Board members can follow the progress on the PMG minutes.  Mr Hutcheon acknowledged that embedding the Risk Management process into all College activities is something that will have to be achieved over time.  Mr Hutcheon felt this was a better report than the previous one, but not telling College Officers anything they were not already aware of.
	Mr Devenney &

Mr Hutcheon
	For noting

	
	
	
	

	7.4
	Internal Audit (iii) Personnel
	
	

	
	Mr Duncan advised that Mr Morrow has been made aware of the typographical errors contained within the Report and the inconsistency with regard to Mrs Thomson’s job title.   In the Executive Summary of the Report on page 3, the Committee were unhappy with: point 1.5 – that the “Recruitment & Selection Policy is updated only every 3 years” and requested that an addition be made to indicate that alterations are also made as soon as there are any changes in employment legislation; and point 1.7 – the reference to “a fairly robust recruitment process” and were entirely satisfied that there is now a “robust” process in place.  At page 6 the Committee wanted it made clear to the Auditor that the “Employing People: Moray College Policy” no longer exists and the Recruitment & Selection Policy is deemed sufficient; and recommendation 3.1 is not correct as this matter is delegated by the Board of Management to the Staffing Committee.  On page 8 the Committee wished the Auditor to be made aware in relation to point 3.5 that although the College does have the report writing software, the staff require to enhance their operating skills of the software, but that the appropriate information is being provided by HR to Management, the Staffing Committee and other Committees as required.  The Committee wished their dissatisfaction with the quality of this Report to be passed to Mr Morrow.
	Mr Duncan 

(f/w comments to Auditor)


	Immediate

	
	
	ACTION
	DATE

	7.5
	Internal Audit (iv) SUMs
	
	

	
	(Completed Action Plan distributed)  Mr Duncan explained that DPG stands for Dominant Programme Group, and that the audit was ensuring that the College is claiming for students that are completing at least 25% of their programme.  The ICT Officer has agreed to the Auditor’s recommendation and will carry it out within future audits.  
	
	

	
	
	
	

	7.6
	Internal Audit (v) Bursary & Hardship Funds
	
	

	
	(Completed Action Plan distributed)  Mr Bedford expressed concern about the references on page 6 to the fact that payments should only have been made on the basis of authorised applications forms, and that bank reconcilliations should only be signed and dated by the appropriate staff.  Mr Hutcheon was not happy with these comments as they related back to an historical, isolated incident and he is content that the Bursary Officer and Assistant Accountant have the matters totally under control.  Mr Duncan confirmed that all Bursary awards would now be reviewed by 2 members of staff, ensuring that the award is not payable by the member of staff issuing it.  
	
	

	
	
	
	

	7.7
	Internal Audit (vi) End-of-Year Report
	
	

	
	(Report distributed)  Mr Duncan pointed out that this Report is in standard pro-forma style.  Mr Hutcheon indicated that on page 6 as far as Report 05/01 Cash & Banking is concerned, he is content that Finance staff now deal with bank reconcilliations meticulously.  On the same page, Mr Bedford drew attention to Report 05/10 Personnel and the fact that this comment on “the need to ascertain the requirements of College Departments and Committees for reports from the new system” was not mentioned in Tenon’s earlier Report.  As Convener of Staffing, he was content that the HR Section is producing the required reports.  Mr Duncan drew the Committee’s attention to the satisfactory Statement of Assurance on page 10, which is required for the External Auditor.  

The Committee agreed that their disappointment at the limited value of some of the points raised in Tenon’s individual Reports and the End-of-Year Report should be forwarded to Tenon. 
	Mr Duncan
	Immediate


	
	
	ACTION
	DATE

	A.05.6.08
	External Funding/Audits/European Funding
	
	

	8.1
	Mr Duncan drew the Committee’s attention to the audit undertaken by Tenon of the “Northern Periphery Interreg IIB, Young Entrepreneur Factory” project, and in particular page 3 and the auditor’s evaluation of the internal control systems.  Given Tenon’s disclaimer paragraph on page 3, Mr Bedford questioned the worth of the Report if the College is not entitled to pass it on to other parties involved in the project.  Mr Hutcheon indicated that a representative of the European Commission did an audit and had expressed delight with the College’s robust systems and processes.  In response to a query from Dr Hutt, Mr Hutcheon confirmed that all monies coming in to the College for, for example Skill Seekers or European Projects, are posted on the Ledger, not only Funding Council monies.  In response to a further query from Dr Hutt, Mr Hutcheon stated that it is possible that an area of the College has an audit carried out that he is unaware of, but he considered that possibility unlikely given that there would normally be some financial implication, which would come back to his Finance Section.  
	
	

	
	
	
	

	8.2
	The Committee agreed that the outstanding audit due to be carried out on the ERDF funding claim for the new Science Laboratories should be passed to Wylie & Bisset to carry out. 
	Mr Hutcheon, Mrs Cameron

& Mr Duncan  
	For noting

	
	
	
	

	A.05.6.09
	Standards in Public Life
	
	

	9.1
	Mr Duncan advised the Committee of Dr Haston’s suggestion that the Board should consider Mr Bedford’s position on the Board as covering the representation of the Local Enterprise Company (LEC), HIE Moray, as required in the Further Education Act.  Mr Duncan had sought the opinion of Martin Fairbairn, who had been visiting the College on Funding Council business, and he had agreed that this was a sensible approach to take to a problem that had not been faced by other Colleges.   He had indicated that the Funding Council would take no exception to it, but would look into the matter further.  Mr Bedford pointed out that HIE Moray has recently appointed 6 new Directors and one of them may be interested in taking the seat on the Board.  

(Mrs Gilchrist left the meeting at 3.30pm)

The Committee agreed that a letter should be written to HIE Moray enquiring whether they have an officer to take this seat on the Board, and if not, propose that Mr Bedford (Chair of HIE Moray) take that dual role.  

Mr Bedford informed the Committee that Doug Yule, currently Chief Executive of HIE Moray, has been appointed Operations Director for the whole of Highlands & Islands Enterprise, reporting to HIE’s Chief Executive.
	ACTION

Mr Duncan 
	DATE

Immediate

	
	
	
	

	A.05.6.10
	Value for Money Group – (i) final report on rural Colleges Benchmarking (Support)
	
	

	10.1
	Mr Duncan drew the Committee’s attention to the recommendations, starting at page 10.  In response to a query from Dr Hutt on the progress of these, he indicated that they have not yet been before the PMG, although Mr Cooper had spoken to the Group about certain aspects of them.  He added that the recommendations were to have been presented to the 2 lead members of the benchmarking project from Angus College on 25th November, but that meeting had been cancelled due to the weather.  Dr Hutt requested that she be informed of the new date of this meeting, as she would like to attend.  Mr Hutcheon stated that benchmarking is only ever of any use if it is used to improve things, and in his opinion the collection of data and production of league tables produces little of value.  He urged that the Committee not be too concerned with “statistics”.  Mr Hope agreed that mere consideration of league tables is not helpful, and expressed the view that under employment of Support Staff has a negative affect on Learning & Teaching.  Members were particularly interested in the balance between Teaching and Support Staff; the efficient use of staff; the review of the senior Management team; the possibility of integrating LRC and Reception staff; and the deployment of staff outwith core hours.  

The Committee accepted the report and agreed that it be considered by the PMG, with the Committee’s recommendation that the PMG should take steps to progress the recommendations contained within it.  
	Mr Cooper 

Mr Devenney & Mr Hutcheon 
	For noting

For noting


	
	
	ACTION
	DATE

	10.2
	Value for Money Group – (ii) Purchasing Cards - update
	
	

	
	Mr Hutcheon advised that this new scheme has been embraced by the staff involved and has resulted in savings in staff time within the Finance Section allowing them to be used more profitably in other areas of work.  He indicated that the HR Section is soon to be issued with a card.  He drew the Committee’s attention to the misuse outlined on page 2.  He pointed out that this misuse had occurred in September and that one of the P-Cards has now been withdrawn from the Technology Centre.  Alan Thompson has given the assurance that misuse will not arise again and is checking each use personally.  Dr Hutt expressed satisfaction that the P-Cards are being used and saving staff time.  
	
	

	
	
	
	

	A.05.5.11
	Committee Terms of Reference
	
	

	11.1
	Dr Hutt thanked Mr Duncan for updating and streamlining the document.   Mr Bedford requested that on page 1, paragraph 1.2, “is authorised to investigate” be replaced with “its responsibilities are to”; and on page 2, paragraph 2.1, it should be altered to read “at least three lay members”.  
	Mr Duncan 
	For noting

	
	
	
	

	A.05.5.12
	Draft Audit Committee Report to Board of Management 
	
	

	12.1
	Mr Duncan advised that upon consideration of the “Code to Audit Practice” he discovered that the Committee’s Annual Report as it stands covers all the points that it is required to.  He apologised the draft before the Committee was incomplete, but explained that this was due to the late arrival of the Internal Audit Reports.  Mr Duncan took the Committee through the report.  Less detail of staff attendance at meetings was thought appropriate on page 3.  On page 6 Dr Hutt requested at paragraph 4.6 that reference be made to the fact that the External Auditor considers that Moray College is financially sound.  On page 7, paragraph 5.1.2, Mr Bedford pointed out that there is no reference to John Ellwood or the posts of Assistant Principal.  On Page 8, paragraph 5.1.3, Mr Bedford requested that the final sentence regarding full-formula funding be deleted.  Mr Duncan agreed to delete section 5.1.5 on Fraud, because this referred to an incident that had arisen in 2003-04.  At page 9, Dr Hutt requested that Mr Duncan add a reference to the position with HIE Moray and the lack of representation on the Board.  Mr Hope requested that on page 9, paragraph 6.4, the 4th & 5th bullet points have the word “Reviewed” deleted, as well as the final 3 bullet points.  On page 10, Mr Bedford requested that paragraph 7.3 be altered to read:  “The Audit Committee considers that the College is in compliance with the SFEFC Code of Audit Practice”.  

The Committee agreed that the report could be finalised by Dr Hutt and Mr Duncan.
	Mr Duncan 

Mr Duncan & 

Dr Hutt 
	Immediate

For noting

	
	
	ACTION
	DATE

	A.05.5.13
	Reserved Minutes of meeting held on (i) 13 September 2005
	
	

	13.1
	This item is reserved and the minute is held in confidence.
	
	

	
	
	
	

	13.2
	Reserved Minutes of meeting held on (ii) 15 November 2005
	
	

	
	This item is reserved and the minute is held in confidence.
	
	

	
	
	
	

	A.05.5.14
	Reserved Matters Arising/Action Sheet from meeting held on (i) 13 September 2005
	
	

	14.1
	This item is reserved and the minute is held in confidence.
	
	

	
	
	
	

	14.2
	Reserved Matters Arising/Action Sheet from meeting held on (ii) 15 November 2005
	
	

	
	This item is reserved and the minute is held in confidence.
	
	

	
	
	
	

	A.05.5.15
	Moray Council Loan - update
	
	

	15.1
	This item is reserved and the minute is held in confidence.
	
	

	
	
	
	

	A.05.5.16
	Date of next meeting – Tuesday, 14th February, 2006 – Board Room 2
	
	

	
	
	
	

	
	
	
	

	
	(The meeting closed at 4.40pm)
	
	

	
	
	
	


4
Audit Committee 

                    Emboldened paragraphs, decisions taken

29/11/05

AP


