APPROVED 25/4/06


A.06.2.4


BOARD OF MANAGEMENT

AUDIT COMMITTEE

Minutes of Meeting

held on

Thursday, 16th February, 2006

at 2.30pm

in Board Room 2 

Present:
Dr J Hutt
(Convener)


Mrs M Gilchrist


Mr D Bedford


Mr B Hope

In attendance:
Mr F Hutcheon
(Director of Finance)


Mrs A Perry 
(Minute Secretary)


Miss A Crawford (Wylie & Bisset)

	
	
	ACTION
	DATE

	A.06.1.1
	Resignations 
	
	

	1.1
	There were no resignations. 
	
	

	
	
	
	

	1.2
	Appointments
	
	

	
	There were no appointments.
	
	

	
	
	
	

	A.06.1.2
	Apologies for Absence
	
	

	2.1
	Apologies for absence were received from Mr Duncan, who was attending an insurance risks conference.
	
	

	
	
	
	

	A.06.1.3
	Additional Declarations of Interest including specific items on this meeting’s Agenda
	
	

	3.1
	There were no declarations of interest.
	
	

	
	
	
	

	A.06.1.4
	Minutes of Audit Committee held on 29 November 2005
	
	

	4.1
	Mr Bedford requested that the word “to” in the penultimate line of paragraph 7.6 on page 4 be changed to “by”.  That alteration having been made, he proposed and Mr Hope seconded that the minutes be accepted as an accurate record of the meeting.
	Mrs Perry
	Done

	
	
	
	

	A.06.1.5
	Matters Arising/Action Sheet – 29 November 2005
	
	

	5.1
	7.2 Internal Audit – Strategic Planning:  Referring back to the Action Point in Tenon’s report, Mr Bedford explained to Miss Crawford that the College does engage in long-term planning and requested that she be provided with a copy of the current Strategic Plan.
	Mr Hutcheon 
	Immediate

	
	
	ACTION
	DATE

	5.2
	8.2 External Funding/Audits/European Funding:  Dr Hutt explained to Miss Crawford that the Committee had questioned the value of Tenon’s report as it contained so many caveats, and had agreed at the last Committee meeting that the outstanding audit due to be carried out on the ERDF funding claim for the new Science Labs should be passed to Wylie & Bisset to carry out.  In response to a question from Dr Hutt, Miss Crawford confirmed that when Wylie & Bisset do audits on “other income streams” they do sign off the audit certificates required by the European Commission.
	
	

	
	
	
	

	5.3
	9.1 Standards in Public Life:  Mr Bedford advised that the question of one of the Directors of HIE Moray taking a seat on the College Board has not yet been raised with them.  He confirmed that the new Chief Executive is James Gibbs.
	Mr Bedford 
	Update 25/4/06

	
	
	
	

	A.06.1.07
	Internal Audit (ii) Wylie & Bisset Audit 23-27 January 2006 &  (iii) Draft Reports
	
	

	7.1
	Dr Hutt expressed her satisfaction that the draft report had been provided to the Committee complete and on time and invited comment from Miss Crawford.  Miss Crawford indicated that the Wylie & Bisset team had been very content with what they had found, and as can be seen from the report there are no high priority recommendations.  She advised that the Corporate Governance recommendations on Risk Management and Value for Money are points picked up previously from best practice in other Colleges and worthy of incorporating at Moray.  She added that she was very happy with the College responses and confirmed that College staff had been very helpful to the team.  In response to a question from Mr Hope, Miss Crawford indicated that nothing found during the visit would suggest a change is required in the Audit Needs Assessment.   Mr Bedford commented that the report was a very clear and thorough piece of work.  Mr Hutcheon expressed his satisfaction that following a week’s audit during the third week of January the Committee is able to consider the report and the College’s responses at a meeting in February, and expressed his hope that Wylie & Bisset would be able to continue to lock into the Audit Committee meetings.  Miss Crawford confirmed that the team’s next visit would be in March.
	Miss Crawford
	For noting

	
	
	
	

	
	(Mrs Gilchrist left the meeting at 2.50pm for a moment)
	
	


	
	
	ACTION
	DATE

	7.2
	Mr Hutcheon indicated that he is now pressing on with developing Risk Management and Benchmarking processes.  He was extremely pleased with the report’s findings on Internal Controls, and also that the auditors had found that the financial and budgetary controls are working effectively.  
	
	

	
	
	
	

	7.3
	Mr Hope and Mr Bedford expressed their interest in the recommendation that Committee membership should be rotated amongst Board members.  Miss Crawford explained that the suggestion was not that all Committee members should move at the same time.  

The Committee agreed that this suggestion should be discussed by the full Board at the Roles & Responsibilities meeting.
	Mr Duncan 
	For noting

	
	
	
	

	7.4
	In relation to the recommendation that “additional efforts be made” in relation to the Moray Council loan, Mr Hutcheon stressed that the College has been and will continue to make strenuous efforts to settle the outstanding issue re-the interest rate being charged.  He added that there are now finally some encouraging signs coming back from the Council.  
	
	

	
	
	
	

	7.5
	Miss Crawford pointed out that the style of report is the normal “visit report”, and a summarised version will be incorporated into the Annual Report.  In response to question from Mr Hope, she confirmed that her trip from Glasgow had been solely to attend the meeting of the Committee.  
	
	

	
	
	
	

	
	(Miss Crawford left the meeting at 3.00m)
	
	

	
	
	
	

	7.6
	Mr Hutcheon indicated that at the “wash-up meeting” at the end of the audit visit he had made the point that sight of Risk Registers & Strategies and Value for Money Matrix from other Colleges would greatly assist him.  Miss Crawford had taken the point on board and had supplied them directly.  Mr Bedford enquired whether Wylie & Bisset had dealt with junior College officers to substantiate the assurances from the senior management.  Mr Hutcheon confirmed that the team had gone back to source to verify and that he had introduced the Audit Senior to relevant members of staff in connection to the topics being auditing.  Mr Hope expressed concern that the only Value for Money issue raised in the report was the matter of Committee membership, given the team had been content with all the Internal Controls that are in place.  Dr Hutt pointed out that it had been agreed that the firm would, in its first year, bed itself into the College systems, and the second year there would be additional Value for Money suggestions.  Mr Hutcheon felt that by the team’s third visit to the College they would feel able to accelerate their Audit Needs Programme, and if not he would suggest it.  
	Mr Hutcheon 
	For noting

	
	
	ACTION
	DATE

	7.7
	Internal Audit (i) Tenon – total fees for 2004-05
	
	

	
	Mr Hutcheon pointed out that where Tenon had charged £470 inc VAT per day, Wylie & Bisset are charging £375 inc VAT.  He pointed out from the paper that for 2004-05 Tenon’s annual fee (excepting the 4 extra audits) was £18,800, whereas Wylie & Bisset’s fee for 2005-06 will be £16,480.  
	
	

	
	
	
	

	A.06.1.06
	External Audit (i) ASC response to Audit Scotland Progress Report on 2004-05
	
	

	6.1
	Mr Hutcheon confirmed that while Moray College was one of the 7 Colleges listed as having an accumulated deficit, it was not one of the Colleges highlighted as giving cause for concern.  He indicated that he is preparing a summary of the Auditor General’s Report for the PMG, which would then be forwarded to the Committee in due course.  He advised that the Association of Scottish Colleges has received a response to this letter from the Auditor General, and an undertaking has been made that if Colleges are to be named publicly in future they will be provided with advance copies of the communiqué.   Mr Hope and Mr Bedford commended Tom Kelly for his intervention.  Dr Hutt requested a copy of the full Report.
	Mr Hutcheon

Mrs Perry 
	For noting

Immediate

	
	
	
	

	6.2
	External Audit (ii) Draft Audit Planning Memorandum
	
	

	
	Mr Bedford drew attention to the discrepancy on page 7, paragraph 5.1, where the proposed fee for External Audit in 2005/06 is stated as £12,170; whereas the Committee had agreed at the last meeting the fee of £11,480 provided in Mr Frith’s letter.  Dr Hutt stated that the Committee would have to watch this.  
	Mr Duncan -

Follow up with Audit Scotland


	For noting


	
	
	ACTION
	DATE

	6.3
	Mr Hope expressed concern that there was not complete acceptance that the College can treat the Pension Scheme as defined contribution.  Dr Hutt pointed out that the fact that all Colleges within the Scheme are now treating it in the same way is at least a step forward.  In response to a question from Mr Bedford, Mr Hutcheon confirmed that the College will not be required to top up the Pension provision until there is another actuarial valuation carried out in 2½ years time.  For information only, Mr Bedford advised the Committee that UNISON has balloted its members on whether strike action should be taken against the abolition of the 85 rule, where somebody has a lot of years service and reaches a certain age they can retire early without loss of pension.  This has an affect on the Pension Scheme.  He added that if this change is implemented it will create a rift between academic and support staff as the academic staff will retain this privilege for the moment.  Dr Hutt requested that Mr Bedford alert Mr Campbell (Convener of Finance & GP) of this position.  
	Mr Bedford
	For noting

	
	
	
	

	A.06.1.08
	Beechtree Shortfall
	
	

	8.1
	Mr Hutcheon referred the Committee to his paper that had been presented to the PMG on 12th December after the shortfall had arisen in November.  He indicated that within a training environment slight plusses and minuses on the tills are acceptable, however in November there had been a shortfall of £110.61.  Mr Hutcheon, and the Assistant Finance Officer who had discovered the shortfall, had made investigations immediately upon discovery of the shortfall and had made recommendations to deal with the lack of controls and systems that had crept in.  The Head of Division, Carol Wood, took on board those recommendations and implemented them.  There had been insufficient proof of theft to alert the Police, merely suspicion.  The group of students involved were given a very stern talking to by the Curriculum Leader, Gary Rendall.  The key cards for use with credit cards have now been taken back by Finance as they are only required in the Beechtree over the Christmas period.  During December twice weekly random checks had been made on the tills, but that has now been reduced to once a week.  The daily discrepancies are now less than £1.  
	
	


	
	
	ACTION
	DATE

	8.2
	In response to a question from Dr Hutt, Mr Hutcheon indicated that a College-wide report on physical cash security including banking is pending.  He advised that the Reception area for the Personal Care area has been moved to the LRC entrance and is now remote from the salons but more accessible to opportunists who may enter from the car park.  He plans to recommend space is made for a Reception area adjacent to the salons. He explained that students accompany clients to the Reception area to ensure the correct payment is made and to make further bookings.  Mr Hutcheon also expressed concern with regard to the procedure of banking of cash done by the Cashiers and Site Assistants, which is also under review.  He stated that these reports would shortly be going before the PMG, then the Finance & GP and Audit Committees in due course.  Dr Hutt expressed satisfaction that Mr Hutcheon is considering this issue.
	Mr Hutcheon 
	Finance & GP 18/2/06 & Audit 25/4/06

	
	
	
	

	A.06.1.09
	Risk Management Policy update
	
	

	9.1
	Mr Hutcheon commented that the Committee would have seen the recommendation in Wylie & Bisset’s report that the Risk Management Policy be updated, but indicated that that was in process before the auditors arrived.  He indicated that the revised edition of the Policy had been agreed by the Risk Management Group on the 2nd February and the PMG on the 3rd February.  
	
	

	
	
	
	

	9.2
	In considering the Policy, the Committee were unhappy with the role of the Board of Management listed at 6a on page 2:  “The role of the Board of Management in the management of risk is to set a culture of ‘risk averse’ management within the College, including determining the types of risk which are acceptable and setting the standards and expectations for staff in respect of conduct and probity.”  They were concerned that being “risk averse” might achieve nothing.  Mr Hutcheon indicated that the Risk Management Group too had had some debate over this point.  Mr Bedford requested that a paragraph be added to this section in relation to a regime of regular reporting back to the Board and the Audit Committee.  Mr Hutcheon stated that this was the function of the Risk Strategy, which had now been prepared to be approved by the PMG and the Audit Committee.  The Committee agreed that the matter of whether the Board of Management should be “risk aware” rather than “risk averse” should be raised with the full Board on 21st February.  The Policy could then be ratified.
	Mr Hutcheon 

Dr Hutt 
	For noting

21/2/06


	
	
	ACTION
	DATE

	9.3
	Mr Hope expressed concern over the wording of point 5d on page 1:  “The College is conservative and prudent in its recognition and disclosure of financial and non-financial risk.”  Mr Bedford stated that the adjective “conservative” is frequently used in connection with money.  The Committee were content to leave that unchanged.
	
	

	
	
	
	

	9.4
	Mr Bedford felt that paragraph 12a on page 4 was retrospective where Risk Management should be pro-active and suggested a third bullet point be added giving Board members, with their mixture of commercial, educational and public sector experience, the opportunity to consider any forward risks of which they may be aware.  
	Mr Hutcheon 
	For noting

	
	
	
	

	9.5
	Mr Hutcheon indicated that since taking up his new role as Director of Finance, he has set up a Risk Management Group.  He drew members’ attention to the composition of the Group, listed on page 3 of the Risk Management Policy, and stressed the breadthof experience of those involved.  Mr Hope voiced concern that there are no Heads of Division within the Group, and this was worrying given the responses to the Staff Survey suggesting that there had been a lack of communication from HODs.  He did not consider that Anne Lindsay and Tom McGarry could now truly be considered as HODs.  Mr Hutcheon disagreed with that view and stated that only 0.4 of their duties are in respect of Associate Principal.  He also felt it was important to keep the Group to a manageable size. Mr Bedford suggested that there should be a representative from the Technology Centre on the Group, considering that this had been an area of high risk.  Mr Hutcheon stated that he would not be in favour of another permanent member and added that when extra input or advice is required, staff would be seconded on to the Committee for as long as necessary.  He pointed out that the Group has now met on 3 occasions and has succeeded in: revising the Policy before the Committee; drafted the Strategy document (that has yet to be considered by the PMG but will be in line with the Risk Management Policy); and has almost completed the Risk Register.  He reported that there are currently 67 risks included on the Register, 45-50 of which have been scored.  They will now be top-sliced and the top 20 will be prioritised.  An Action Plan will then be compiled, which will be integral to the Risk Register.  Mr Hutcheon added that he hopes to make 2 presentations on Risk at the next Staff Development Day in March to all staff down to Curriculum Leader level, stressing it is up to them to ensure that their respective staff embrace the issue of financial Risk.    He agreed with Dr Hutt that it would be useful for a member of the Audit Committee to be present.  Dr Hutt stated that from an audit point of view she was gratified that the question of risk is now being taken seriously at all levels.  
	Mr Hutcheon

Dr Hutt  
	Strategy to Committee 25/4/06

For noting

	
	
	ACTION
	DATE

	9.6
	Paper tabled by Mr Hutcheon on the Budget/Forecast Gap (including External Income Generation):  Dr Hutt indicated that she had requested there be a discussion on the risks involved with external income generation.  Mr Hutcheon indicated that the Finance & GP Committee had considered these figures in detail.  Mr Hutcheon reminded members that the FFR predicted a surplus of £333k, but as things stood after consideration of the December Management Accounts the College was £133k short of the target.  He indicated that he and his staff have been working on the front 2 sheets of the paper for the last month to try and target saving to fill the gap.  Budget holders have all been asked to make savings against their Budgets that were set in the FFR.  He drew members’ attention to the reaction to the gap that has opened up and the savings that have been agreed, not yet agreed and the totals for the various Cost Centres, and indicated that whereas the forecast surplus at the end of December was £204k, with all the agreed savings agreed since then the surplus has improved to £306k.  He stressed that this is a “live” document that will be monitored until the Year-End.  He explained that the loss of income from the Scottish Prison Service and the Programme Centre Aberdeen had been serious for the College.  The income from the Scottish Prison Service had been held up due to the sub-contract still not being signed because agreement has not been reached on the teaching requirement, which was not foreseen.  He stated that the loss of income from PCA was particularly disappointing because there had always been a risk that this would be lost, but it was not communicated or factored into the FFR.  Mr Hope was concerned that the negotiated savings of £102k may affect the obligations of the College with regard to the quality of teaching & learning.  Mr Hutcheon indicated that he and the PMG were adamant that any savings must not adversely affect the delivery of the College’s objectives, particularly bearing in mind the imminent visit of HMIe.  Mrs Gilchrist was concerned the savings may impact on staff morale, but Mr Hutcheon indicated that his requests for saving have been received better than he had expected.  He indicated he would keep the Committee informed up to the Year-End.
	Mr Hutcheon 
	30/5/06


	
	
	ACTION
	DATE

	A.06.1.10
	SFEU – seminar for Clerks to the Board - update
	
	

	10.1
	The Committee requested that Mr Duncan give his report on this seminar at the next meeting.
	Mr Duncan
	Agenda

25/4/06


	
	
	
	

	A.06.1.11
	Fraud Policy & Response Plan
	
	

	11.1
	Mr Hope indicated that he had difficulty with “damage to property” being included within the definition of Fraud (page 3); was concerned to know what was the “delegated limit” (referred to on page 7) and was interested to know whether the “assets” belong to the College or the Board of Management.  Mr Bedford also had a number of queries with regard to the revised Policy.

The Committee agreed to adjourn consideration of the revised Policy until the next Committee meeting when Mr Duncan would be in attendance.
	Mr Duncan 


	For noting

	
	
	
	

	A.06.1.12
	Reserve Minutes of meeting held on 29 November 2005
	
	

	12.1
	This item is reserved and the minute is held in confidence.
	
	

	
	
	
	

	A.06.1.13
	Term Facilities update
	
	

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

	
	
	
	

	A.06.1.14
	Date of next meeting – 25th April 2006, 2.30pm at Nairn Learning Centre 
	
	

	
	
	
	

	
	
	
	

	
	(The meeting closed at 4.25pm)
	
	

	
	
	
	


9
Audit Committee 

                    Emboldened paragraphs, decisions taken

16/2/06

AP


