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Minutes of the Audit Committee  
 

Date:  14 June 2016 
 

Present:  
 

Nigel Hainsworth 
Mick Brannan 
Paul Webley  
Shoeb Desai 
James Parker 
 

In attendance: 
 
 
 

Lorraine Swift   Vice Principal Finance & Planning 
Jeremy Stott   Clerk 
Susanna Butler   Minute Secretary 
 

Apologies: 
 

John Egan 
David Hoose - Mazars 
 

Meeting commenced: 
 

18:00 

Meeting closed: 20:10 
 
As David Hoose from Mazars was unable to attend this meeting, he agreed he would attend 
the next F&GP meeting on 5 July instead. 
  
01/16 Disclosure of financial and/or personal interest 
 
  There was no disclosure of financial and/or personal interest. 
 
02/16 To agree agenda and order of business as circulated  
 
  The agenda and order of business were agreed. 
  
03/16 To approve the minutes of the meeting held on 2 December 2015  
 
  The minutes were approved as a true record.  
 
04/16 Matters Arising 
  

a)  Minute 23/15b on the VAT return update 
 
It was queried if there had been any further communication on this and the Vice 
Principal Finance and Planning (VPFP) confirmed that a call had been received 
today. She had explained to HMRC why the repayment had arisen, because we 
paid the building settlement payment before retention in the April quarter, and 
they seemed happy with that explanation. 
 

b) 27/15) External Audit Recommendations 
 
The VPFP went through the matters identified by Mazars during the 14/15 
regularity audit adding that it was unusual to receive recommendations, but this 
was the first year with new auditors. Highlighted was that a number of assets 



 2 

which had been purchased using SFA grants were disposed of during the year 
and had not been formally communicated to the SFA, but this was excluded from 
the regularity assurance report on the grounds of materiality.  Also noted was 
that the Bribery and Corruption Policy in the Financial Regulations does not make 
reference to the Bribery Act 2010 or Proceeds of Crime Act 2002 so this will be 
updated.  Another issue was around the authorisation procedures for senior post 
holders’ and Governors’ expenses.  This is a low risk breach due to the low 
frequency of expense claims, but the Expense Policy will be updated in the 
coming year.  
 
During their tuition fee testing, the auditors identified where a student had not 
paid. This had come about due to an unusual situation where the employer was 
paying 50% of the fees and the student the other 50% by standing order which 
had not been processed. This was over 12 months ago so the college will not be 
chasing the student for the outstanding money (£1,300) as they were not at 
fault.  This had been identified by a random check, selecting 2 students to follow 
through. As a result, we are making sure Unit e is cleaned up to ensure that such 
balances can be identified and collected in future. Other minor recommendations 
were also identified.  
 

c) 31/15a) Internal Audit Recommendations 
 
The management action plan for Health and Safety recommends risk 
assessments to be reviewed annually in line with HSE guidance. All reviews have 
now been carried out and after undertaking some research, it was felt our revised 
policy wording was suitable ie that risk assessments be subject to periodic review 
every 3 years or following an incident. 
 

05/16 To receive a report on the plans for the external audit of the accounts to 
31/07/2016 

 
 The VPFP reported that she had spoken with the audit manager and discussed 

that Mazars come in for one week in August to complete the planning, the TPA 
return and FRS102 amendments.  The main audit visit will be the last week in 
September and second week in October.  It will be one person instead of two, 
and this approach will allow the VPFP more time to provide any information 
needed.  FRS102 on page 4 is a big item this year, the implementation of which 
will result in a one off cost which we were aware of and feel £1500 to be 
reasonable.  This is the fee for identifying what needs to be there as well as what 
does not.  The Engagement Senior is a new team member from last year, but 
quite senior, as they never send us junior trainees.  

 
It was noted that, in the draft Engagement Letter, it states they will be doing 
field work in a week they are not scheduled to be at the College, plus the fee 
stated is slightly different.  The VPFP thanked governors for spotting this and she 
will arrange for Mazars to make the necessary amendments.  

  
The report was received.  
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06/16 
a)  To receive an update on the Risk Register 

 
The VPFP talked through the colour coded Risk Register.  
 
1a Failure to achieve student numbers has been kept at Amber though 
recruitment is similar to last year. It was queried what is the relevance of the 
statement ‘over 5 years since funding body audit’?  It was explained that there 
have been a lot of changes in funding which means a greater risk that we are not 
doing what we should be doing. There have been lots of changes to our systems 
and that, along with funding changes, has caused a slight worry we have not 
tested it, so we had the ICCA mock funding audit. The ICCA Auditor worked for 
the SFA, but is now working for ICCA who do the funding audit on behalf of the 
SFA, some of her work is consultancy and some actual audits. The SFA only do a 
small number of audits each year between Aug-Sep on a risk basis.   
 
1b on 19+ targets is also Amber.  Last year’s SFA contract was slightly over 
delivered. This year there has been some growth and we have subcontracted 
£100k of work to Leeds College of Building.  
 
2a Failure to improve the financial base of the College – we have done what we 
said we were going to do and there is a chance we might eat into the deficit and 
may even break even next year.   
 
On the impact of other and national policy, there are ongoing changes, for 
instance, due to new requirements we had just over 300 students taking Maths 
GCSE on one single day.  Risks on the new build have been removed and we 
have downgraded 11b on recruitment and selection to Green.  
 
A point was made in reference to 8c - the impact of new 14-19 and/or 19+ 
national and local level policies. It says that overall cuts to 19+ income are 
expected to continue placing greater importance on other funding such as 
European Structural and Investment Funds – what therefore would be the impact 
of Brexit?   It is difficult to predict what would happen, but there would be a long 
period of transition if it does happen. We have not put any EU money in our 
forecasts: the EIF money has finished for the Mother’s Tongue project and we 
have added no direct funds to our forecasts.  There are funds through the LEP 
but again we have not included any in the forecasts at this stage as they have 
not yet completed the contracting process.     
 
As a general point it was noted that some risks in the register are very similar so 
could they be merged together.  Some of the risks do need to be kept separate 
but looking at 3a, b and c which have the same controls, it was agreed these 
could be combined.  
 
ACTION: The VPFP to consolidate 3a, b and c in the Risk Register. 
 
Governors queried what is being done with college refurbishments.  £600k has 
been received from the LEP for a project to run over 2 summers (3 financial 
years).  This is for the Salt Building to replace the windows and upgrade IT.  We 
have done well, as all 3 buildings have had the windows replaced with substantial 
support from external funds. This latest is a 1:1 match of £300k each. The LEP 
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want to spend their share this summer and we will spend ours next summer, 
which works well for our cashflow.  
 
It was queried why, out of the Area Review, it showed such a high cost of the 
estate for Shipley College and if the VPFP has had chance to look into this. The 
plan is to talk with Calderdale, to better understand the figures.  It could be as 
simple as we included labour costs in our figures and other colleges did not. It 
was not clear whether we had to include that information, but it showed our costs 
at almost double other colleges. Another reason could be due to our split sites 
and the need for more caretakers.  
 
ACTION: The VPFP to revisit this point to better understand the figures and feed 
back at this time next year. 
 
The update was received. 
 

b)  To agree a target date for the internal audit plan based on the Risk 
Register and gaps in assurance 

 
We need to identify our gaps in assurance from the Risk Register to come up with 
an internal audit plan. As it is risk based, it was felt better to present in 
December based on the risks at that time for making a plan for any assurance 
work to be carried out in Spring. The VPFP highlighted some areas for 
consideration.  There has been significant change to personnel and systems from 
the major upgrade of the payroll and the HR system.  Given that payroll is the 
majority of our spend, a review of the new system to ensure there are no gaps 
could be considered as part of the audit plan.  Also to consider is IT security, as 
there have been a number of changes to the team –it was suggested that this 
could be extended to look at how we can maximise our use of IT.  A 3rd area 
could be Apprenticeships, though the funding is due to change next April, but this 
is an ever changing/ evolving area.  After discussion, it was agreed to look at 
those areas which have changed as set out above.  With apprenticeships, it was 
agreed the focus should not be on identifying the changes, but on whether the 
team can manage those changes.  
 
ACTION: SMT to consider the internal audit plan further and bring a proposal to 
the December meeting setting out our assurance gaps with suggestions on who 
to approach and a number of quotes.  
 
It was felt governors could be content as, for many years now, internal audit 
have found nothing wrong.  

 
07/16  To consider and approve changes to the Financial Regulations  

 
The VPFP set out the main changes to the Financial Regulations. These include: 
 

 Under credit licences, we should not be charging for instalments as we are not 
registered for a credit licence, so this was stopped in early 15/16 once 
identified.  

 
 J Stott has been left on bank signatories in his role as Clerk since he retired 

from SMT. 



 5 

 
 Reference to Governors and Senior post holders included to address the audit 

recommendation. 
 

 The procedure for lost property was not clear so that has been tidied up.  
 

 At 11.2, because it is Audit Committee’s role to bring in internal audit, the 
VPFP did not propose any changes, but left it for the committee to discuss. It 
was agreed to add ‘The Audit Committee to approve the appointment of 
specialist services to meet assurance requirements’ and reword the following 
sub sections. 

 
VPFP will make the changes and email out to members to agree before the next 
F&GP meeting. 

 
It was noted that the SFA have the right to see reports from external audit but 
not from internal audit – that is an assurance for the Committee rather than 
management as an external provider can provide better assurance. The 
Committee also has the right to exclude management and meet with the audit 
team separately if they wish. It was queried who the budget advisors are who are 
referred to.  They used to be senior staff, but now they are mainly SMT members 
with just the Director of Physical Resources who is not.   
 
Also queried was the process for delegating authorisations referred to in several 
sections in the regulation.  The designated nominee is mainly an SMT member for 
when the Principal is not in.  It was felt there was some ambiguity in how this is 
recorded. The VPFP clarified that any payments are discussed with the Principal 
in advance if he is not here to sign it off.  We record the names of delegated 
budget holders, all of whom are authorised by the VPFP.  The VPFP agreed to 
relook at the wording for the next review. 
 
In relation to bribery and corruption, it was agreed to add that governors sign an 
annual declaration that they are not compromised.  The VPFP to add some 
wording to that effect for approval before the F&GP meeting.  
 
It was queried how Governors and SMT expenses are stated in the College 
accounts and confirmed that they are classed as non pay expenditure and are 
lumped together.  
 
ACTION: It was agreed for the December meeting to bring a summary of 
expenses claimed by SMT. The numbers are small and less than £1k for business 
travel, but the committee cannot question if they do not see the figures.  After 
the first presentation, they can then agree at what point they need to request 
another report – if the figure exceeds a set amount for example.  
 
With the additions discussed above, members approved the changes to the 
Financial Regulations.  
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08/16 To consider Assurance Reports from: 
 

a)  ICCA – Mock Funding Audit 
 

The VPFP presented the ICCA mock funding follow up which is a review of our 
fraud controls and of our subcontracting as required by the SFA. 
 
There are a number of red recommendations: with a number of them we wanted 
them to assess what we had done and what we needed to do. To give us time, 
we had to get them in March to be able to make the appropriate changes, but we 
do a lot of our own checking over the summer so some areas were known areas 
to check.  They were in for 2 days and had lots of data to go though, feeding 
back to us at the end. However, the auditor did not ask us for everything eg at  
3.1 Eligibility on page 5, they highlighted that a  learner was showing full cost 
who should have been co-funded, but they did not tell us which learner that is or 
why it would show so it did not make sense.  We double checked the sample and 
nothing feels wrong.   
 
It is the first year of the new system - Personal Learner Record (PLR) a national 
database and we are finding some errors on that database so are having to tie 
things ups. The registry team had identified a problem with updates, but ICCA 
did state that learners meet the condition of the funding.  More checks are being 
put in place.   
 
The planned hours for the study programme have to be evidenced but in too 
detailed a format.  ICCA have recommended a blue print per course put in each 
person’s file.  This is easier to evidence.  A question was asked about any 
tolerance threshold.  The VPFP replied that it can be just 1 hour or 30 min so 
there is no tolerance, but the blueprint is easier as this is planned rather than 
actual. 
 
Work experience is another area where they want more evidence – we have 
evidence from work experience coordinators which was not requested during the 
visit but it is patchy so systems are being updated to capture this evidence.  
 
Another issue is on student enrolment forms around the first date of attendance.  
If a student did not start on their planned date, because of sickness for example, 
we have to go back and change the start date. This is normally checked in the 
summer when the registers have all been completed.  With apprenticeships, 
there is some concern in the gap from going from the employer to us and in 
recording the correct date.  The evidence of achievement was there, but that was 
not asked for.  We need to print off hard copies next time and hand to them.  
 
The last one is at 3.7 – ICCA did work to help us meet our funding target but 
then the audit criticised the way we had been told to do it. We have 
compromised our approach as a result.   
 
Responses to the audit recommendation have been pulled out into an action plan 
and are being monitored in Head of Sector meetings and we are comfortable that 
we have made the right changes.  
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b)  ICCA – Review of fraud controls, including the College’s review of the 
Whistle Blowing Policy and Procedure 
 
The VPFP said that she had approached TIIA to do this work but at the time they 
had no capacity.  ICCA’s review was thorough and found that we are doing all the 
right things, but not always documenting all of it, so need to do a checklist as an 
annual self assessment.  It is important to let staff know what we are doing as it 
acts as a deterrent in itself and plans are in place to do this. 
 
For the Risk Register it is about making sure all fraud loss and theft are 
documented with appropriate mitigation. There are already plans to roll out 
formal training to the leadership and management team on fraud management 
this week.  It was highlighted that the key is to look/search for areas of counter 
fraud to find best practice. The VPFP took part in a webinar with Lloyds Bank 
today which will go into her presentation to the leadership and management 
team.  Fraud control is very difficult, as it can come from anywhere so needs 
constant surveillance and vigilance.   
 
The two recommendations from ICCA in respect of the Whistle blowing Policy and 
Procedure are: 
 
1. That it does not specify that the College is required to inform the funding 

bodies of any risks to their solvency or viability or of any instances of fraud or 
irregularity; and 
 

2. That there are no documented procedures to support the Whistle blowing 
Policy. 

 
The Policy has been updated to take account of recommendation 1. In respect of 
recommendation 2 ICCA felt we should have a separate policy, procedure and 
guidance for Whistle Blowing. However, Management feel these are all contained 
within the document. The Audit Committee agreed stating the key is that staff 
are aware of our risks and that they know where to go with a point of contact. 
 
The Audit Committee approved the updated Whistleblowing Policy and 
Procedure.  
 

c)  Mazars – Review of Subcontracting as required by the SFA 
 

The VPFP said this is a new requirement of the SFA and resulted in just 2 small 
recommendations – one to do with the Risk Register and the other to do with 
dates missing from the website which has now been actioned.  We are pleased 
with the outcome and feel we came out of it very well with no real issues. 
 

09/16 To consider a review of the Key Performance Indicators for External 
Auditors 

 
The VPFP highlighted the KPIs for Mazars where she scored them openly and 
honestly.  In respect of Q14, it was felt the score should be marked up to a 1 
rather than 3 as the auditors had attended previous audit committee meetings so 
this will be amended.  
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10/16 To review the draft version of the 14/15 year end accounts in FRS102 
format and agree the options available to the Corporation within FRS102 

 
The VPFP said we now have a Statement of Recognised Practice (SORP) for the 
sector and the AOC have published a set of accounting guidelines including a 
model set of accounts for “Casterbridge College”.  The guidance document was 
previously 200 pages long and a one stop shop, but these have been reduced to 
40 so there is less guidance readily available and more reference needed to the 
full accounting standard.  The college’s accounts for 15/16 have been drafted 
using this new guidance and it does not change things that much – mostly to the 
balance sheet, substantially reducing the current ratio look and net assets.  
 
The number of transitional adjustments is fairly limited.  The VPFP explained 
some of the options.  For example, the treatment of government sourced capital 
grants of £1.7m from the EFA for the new Jonathan Silver Building could be put 
in the income and expenditure accounts as a single sum or we could continue to 
do the accruals matching basis, which feels more comfortable. With non 
government sourced grants we do not have the same option but the impact is 
likely to be low.  Each grant will need to be considered separately. There is the 
option to re-value our assets, but it is felt the costs to do it outweigh the benefit.   
 
The VPFP has matched Casterbridge against our own accounts and moved text 
around accordingly. It raised the need to look at particular areas such as key 
management personnel – it said Senior Post Holders and we only had J Stott and 
N Chohan included previously, but the definition of the disclosure requirement 
has changed.  It refers to Directors salaries etc being disclosed.  We do have 
directors but their remit is as broad as the definition, so we believe it will just 
need to disclose the Senior Management Team and Clerk. 
 
The operational part can be called ‘Strategic Report’, ‘Members’ Report’ or 
‘Governing Body Report’.   Members confirmed they were happy to stick with 
‘Strategic Report’.  We need to come up with a Reserves policy, though this is 
more aspirational for most organisations. Also discussed was whether governors 
want to state attendance at Corporation and Committee meetings.  This 
information is already reported to the Search Committee so the data is readily 
available.  It was agreed it would be useful to add this information to show 
evidence of good attendance. Corporation performance has to be in the report 
and for members to do a self assessment.  The VPFP and Clerk to look at this and 
what it should cover.  
 
The final accounts go to the SFA and are then consolidated and sent to the 
National Audit Office.  F&GP will go through it in even more detail.  

 
11/16 To review and consider for sign-off the Supply Chain Fees and 

Subcontracting Policy  
 
 The VPFP said this is a critical policy which has to go on the College website. The 

due diligence has been updated to include Prevent.  Members agreed to approve 
the Policy to Corporation with the recommendation that it be signed off by the 
Chair of Corporation. 
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12/16 To receive the annual report on any instances of fraud 
 

The VPFP confirmed that this subject had already been covered earlier on. 
  
The annual report was received. 

 
13/16 To receive the SFA’s review of financial statements for the year ended 31 

July 2015  
 
 The VPFP explained that it is a requirement to receive this letter from the SFA. 

We send them a copy of our financial accounts and they then send us a letter. 
The SFA concluded that the College’s financial health grade for 2014/15, based 
on the outturn forecast, was an underlying Satisfactory. 

 
 The SFA’s Review was received. 
 
14/16 To  
 

i) undertake a review of the Committee meeting arrangements 
 
Members confirmed they were happy to continue with the same meeting 
arrangements for 16-17. 
 

ii) Identify any training needs for the Committee or individuals 
 
It had previously been identified to run some training on FRS102 but, as the 
Chair has already had training on this and been able to consider the impact, he 
felt the changes were not as severe as anticipated and that no further training 
would be required. 

 
15/16 Any Other Business 
 

i) Date of meetings to December 2016 
  

❖ Tuesday 22 November 2016  
 

ii) To consider which recommendations/proposals are reported to the 
Corporation in more detail 

 
 Minute 10/16 on the review of the draft version of the 14/15 year end 

accounts in FRS102 format. The Chair has had training on FRS102 and 
considers the impact of the changes not to be as severe as originally thought 
and that a training session would not be required as originally planned. 
 

 Minute 11/16 – the Supply Chain Fees and Subcontracting Policy was 
discussed and approved for signing off by the Chair of Corporation. 

 
 
 

   


