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Minutes of the Audit Committee  
 

Date:  2 December 2015 
 

Present:  
 

Nigel Hainsworth 
Mick Brannan 
John Egan 
Paul Webley  
Shoeb Desai 
James Parker 
 

In attendance: 
 
 
 

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

Apologies: 
 

 - 

Meeting commenced: 
 

18:00 

Meeting closed: 19:40 
 
 
18/15 Disclosure of financial and/or personal interest 
 
  There was no disclosure of financial and/or personal interest. 
 
19/15 To agree agenda and order of business as circulated o appoint 
 
  It was agreed to deal with item 14 first before the auditor arrived. 
  
20/15 To appoint:  
 

a)  Chair of the Committee 
 

Nigel Hainsworth was nominated, seconded and agreed to remain as Chair of 
the Committee 
 

b)  Vice Chair of the Committee 
 

John Egan was nominated, seconded and agreed to the position of Vice Chair 
of the Committee. 
 

21/15 To consider the process to agree the provider for the Financial 
Statement Audit 2015/16 

 
The Vice Principal Finance & Planning (VPFP) said she had previously received 
a quote from Mazars for one year only to see how things would go. For the 
next year, they have quoted just a small increase. The audit was challenging, 
partly because Baker Tilly refused to provide them with any information.  The 
process was discussed and, in future, instead of sending 2 senior members of 
staff working at the same time, they have agreed to send one audit senior and 
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spread the audit out over 2 weeks which will ease the impact on the Finance 
team.  Members agreed the costs with the proviso that the VPFP have further 
discussion on the fees for Shipley College Developments, as there are likely to 
be very few transactions for both years. 

 
Members agreed to recommend to the Corporation the re-appointment 
of Mazars for a further 2 years. 
 

22/15 To approve the minutes of the meeting held on 16 June 2015  
 
  The minutes were approved as a true record.  
 
23/15 Matters Arising 
 

a) It was queried if the assurance mapping had been carried out and the VPFP 
confirmed that this is now addressed in the Risk Register where an additional 
column has been created to record this information. 

 
David Hoose from Mazars arrived at 18.03 
 

b) VAT return update: The VPFP reported that Deloitte’s on our behalf sent a 
letter to HMRC for approval of our proposed VAT treatment of the New 
Building. HMRC responded saying they do not give advice and that we have to 
look at the legislation. We felt we had confirmed all the relevant issues within 
the legislation and after discussion with Deloitte’s, issued the VAT zero rating 
certificate to Shipley College Developments and then submitted their VAT 
return. Consideration had been given about the penalties of misstatement but 
we believe we had taken every action necessary to ensure this was not the 
case.  A letter was sent to HMRC with the VAT return reclaiming £321k. They 
requested further information, which was sent, and mid October a call was 
received to say everything had been done correctly and that the money is 
coming through.  
 

c)  Consideration of the renewal of banking services 
 

The VPFP explained that in December last year, F&GP met and discussed the 
banking provision in relation to the possible need for an overdraft during 2015. 
They recommended that we didn’t go out to tender as planned in April 2015, 
but roll forward for 12 months and look at it again. This was referred to at the 
Audit committee in June and agreed.   
 
Since then we did request an overdraft of £300k for September to April.  
Further work was done to evidence the need for this facility and as a result we 
reduced the request to £200k. The manager approved the facility but to 
December only on the basis of our VAT return coming in.  The facility ends on 
31 December but current cashflows suggest that we may need a further small 
facility in March and April 16. Therefore it is felt unwise to change banks at this 
stage.  
 
Members confirmed they are happy for the VPFP to renew the current 
banking facility with Lloyds at the renewal point of 30 April 16 for a 
further 3 years to April 2019. 
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24/15 To consider the Regularity Audit Framework Questionnaire and 

recommend approval by the Corporation 
 
 The VPFP reported that this is a questionnaire we have to provide to Mazars as 

part of the Regularity Audit.  It has been signed by the Principal so that the 
audit could take place but also needs to be signed by the Chair of Governors.  
Members were asked to confirm that they are happy with the responses and D 
Hoose confirmed that it has been audited and all the evidence is there.  

 
 Member agreed to recommend to the Corporation the Regularity Audit 
Framework Questionnaire for signing by the Chair. 

 
25/15 To consider the Audit Committee's Annual Report 2014/15 to the 

Corporation and the Principal, including a review of the terms of 
reference 

The Clerk presented the report which is in a slightly different format as 
prescribed by the JACOP. Three proposals were highlighted and the committee 
was asked to review.  Members confirmed they were happy with this, though 
the day on page 5 needs changing to today’s date. Section 4 also needs 
completing which is a statement from the committee giving its view of its own 
effectiveness and how it has fulfilled its terms of reference.  A discussion 
followed with suggestions put forward, for example: 
 
‘As part of our remit we have considered very carefully the statements in the 
accounts and have diligently looked at risk management mapping ...........’. 
 
ACTION: Appropriate wording to be put together and sent to the Chair. 
 
Under meetings on page 6, it was highlighted that this is no longer appropriate 
that the Head of the Internal Audit Service should attend all meetings.  It was 
therefore suggested to change the wording to ‘unless invited to’, as well as 
changing the term to ‘assurance provider’. The Chair and Clerk agreed to look 
at the wording together. 
 
With additional wording agreed with the Chair, members agreed to 
recommend the Committee's Annual Report 2014/15 (attached to the 
minutes) to the Corporation and the Principal. 
 

 
26/15  To consider the Engagement Letter for Mazars, Financial Statement 

Auditors for 2014/15 
 
The VPFP presented the Engagement Letter which Mazars have asked to be 
signed before the next Corporation. It was queried if the Chair of Audit or the 
Principal should be signing it.  After a short discussion, it was agreed that it 
was for Audit to approve and the Principal to sign at the next Corporation 
meeting. The letter is in standard format and no-one had picked anything out 
in particular.    
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27/15 To receive the Management Letter for the financial year 2014/15 from 
the Financial Statement Auditors 
 
D Hoose said it had been a very clean audit with just one issue which has been 
resolved to everyone’s satisfaction. Section 2 of the report identifies what the 
key audit risks would be and there is largely a clean bill of health. The 
fundamental issue is highlighted on page 7 where it came to light that the 
accounting adjustment made last year to re-value up the Exhibition and Salt 
Buildings did not match the presentation required by the accounting standards. 
New leases were signed last year and on advice of Baker Tilly, the college had 
the buildings re-valued which resulted in a £700K uplift. However, this 
treatment of re-valuation of the buildings on market value was incorrect as 
only the College improvements had been capitalised previously.  A full 
explanation is set out on page 7 of the report. The SFA will see this, but it 
should not affect their financial health score.  They may ask questions, but the 
report sets out clearly what has happened. The VPFP confirmed that she will fill 
in the commentary box to clarify when submitting the Finance Record to the 
SFA. 
  
On page 8, three matters came to their attention where there were instances 
of irregularity but none of these need to be included in the regularity 
assurance report. These just need fine tweaking. 
 
These are:- 
 
 Reporting to the SFA when assets are scrapped which had been funded 

by capital grant. 
 
 Update of the Bribery and Corruption policy to meet new legislation. 

 
 Reference in the expenses policy of Senior Post holders and Governors. 

 
Page 9 shows recommendations coming out of their internal control work, 
though nothing coming out at high level.  There are 3 at medium eg the 
signing off of banking sheets: for auditors, if it is not signed, it did not happen.   
 
D Hoose confirmed that they have no issue if colleges decide to have no 
internal audit.   
 
Section 4 sets out the summary of misstatements of which there are 3. 
Statements 1 and 2 relate to the property as noted above, item 3 is the 
presentation of an accrual only.   
 
D Hoose advised the committee just to make them aware, that it is possible to 
re-value the land (but not the buildings) which can increase the balance sheet. 
For Shipley though, it is hard to separate the land and buildings as opposed to 
larger colleges with lots of land and playing fields.  
 
The Management Letter was received. 
 

28/15 To consider the draft Financial Statements and recommend to the 
Corporation agreement of 
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D Hoose confirmed that they are technically compliant with clean audit 
opinions. The VPFP said that FRS17 had not wiped out our operating surplus as 
feared. We are now Good rather than Satisfactory in financial health. Colleges 
generally are coming under much more scrutiny this year as more colleges are 
getting close to Inadequate score and this can be a trigger for the FE 
Commissioner to come in.   
 
The balance sheet shows net current liabilities of £17k should we have to pay 
off everything in one day. However, as a percentage, this is just less than 1% 
so this is not considered an issue for going concern. 
 
At the recent Area Review visit, the officials were impressed by our financial 
health which goes against the idea that larger organisations are more 
financially resilient.   There are enormous deficits in colleges around the 
country so we are doing very well.  The average surplus for 14/15 is 0.2% 
which we are above.  
 
Members agreed to recommend to the Corporation for signing: 
 

● the Operating and Financial Review, to be signed on page 10 

● the Statement of Corporate Governance and Internal Control, to be 
signed on page 18 

● the Governing Body’s statement on the College’s regularity, propriety 
and compliance with funding body terms and conditions of funding, to 
be signed on page 19 

● the Statement of the Responsibilities of the Members of the 
Corporation for the Financial Statements, to be signed on page 21 

   
The Chair thanked David Hoose for attending who left the meeting at 7 pm. 

 
29/15 To receive a Report on Accounting for Pension Costs for AON  

The VPFP presented the report for information purposes wanting to share it 
with the Committee as it is a useful document. 

 The Report was received. 
 
30/15 To: 
 

a) Receive a Report on Progress towards a New Risk and Assurance 
Mapping Process 

 
The College’s Risk Register has long been a focus for collating risk for long 
term and immediate issues and will again be used to generate the focus of 
external assurance for this year. In parallel, the College will seek to implement 
a new Assurance Framework.  A suggested list of key areas has been set out 
alongside the themes used in the current Risk Register.  After a 
recommendation from TIAA, the new Framework should address a lack of 
learner focus in the current risk register.  This will appear in the Academic 
theme.  The College will use the Assurance Framework Table to prepare a new 
set of risks under each theme and then highlight any gaps in control and 
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assurance that may hinder the College's objectives. In particular those gaps in 
control will guide the College in when to access external support for control. 

The report was received. 

b) Receive a progress report on the risk register 
 

The VPFP said we have tried to take into account the assurance advice we 
have been given and map to our current risks. They do no not include Prevent 
or safeguarding as these will have a separate Prevent register which will go to 
Corporation.  
 
Members thanked the VPFP for producing the Risk Register in the new format 
as requested with the new risk based assurance. It was felt it would be useful 
at the next meeting to go through the amber risks after treatment to see if 
there is anything else we can do to strengthen the controls. ACTION:  To go 
on agenda for next meeting.  
 
It was noted that ICCA did some other work for us as optimisation, as last year 
we did not meet our adult skills budget and it also felt we did not get enough 
ALS support. ICCA confirmed there were ways we could claim additional ALS 
support which shows they were able to pay for themselves. 
 
A discussion took place around the risks associated with storing data and 
documents in Google Drive and what would happen if major work was deleted.  
Google have the ability to re-instate data, but we need to take responsibility to 
look after the data. Cloud services generally are usually guaranteed. It is a 
remote risk, but the VPFP will speak to the IT Manager about it.  
 
The Progress Report was received. 
 

c) Consider the Proposed Internal Audit Plan for 2015/16 
 

The review of assurance in the Risk Register has highlighted two things to look 
at in the internal audit plan, the fraud and related policies and a follow up on 
the recommendations of the mock funding audit. The VPFP proposed 
contacting TIAA for a quote for the fraud work and ICCA for quotes for both 
pieces of work.  The VPFP requested some flexibility in who is appointed to do 
the work.  The costs for TIAA are about £500 per day and a fraud audit is only 
expected to take a few days to complete. ICCA charge £3,500 for a full audit, 
so a follow up visit is expected to be around £1.5k.   
 
Members agreed the proposal that quotes be obtained for both options set out 
in the paper and, if the cost is reasonable, to adopt this as the 15/16 Internal 
Audit Plan.  
 
The Internal Audit Plan for 2015/16 is recommended to the 
Corporation and to include the Sub Contractor Audit as this is further 
assurance. 

 
d)  Receive the updated New Build Risk Register 

 
The updated Risk Register was noted and received. 
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31/15 To monitor the progress of the College in implementing 

 recommendations made by Auditors: 
 

a) Internal Audit 
 

The internal Health & Safety Management Action Plan shows just one area to 
bring back next time as it has been partially achieved, but is underway with a 
review of all risk assessments being done.  

 
b) ICCA Student data assurance audit 

 
With the mock ILR audit, most of it is getting there or very close. The VPFP 
said she felt, for our assurance, that we need someone else to take a look at 
it, as it is very technical and non compliance could put funding income at risk.  
This is included in the internal audit plan.  
 

32/15 To receive details of the main changes to the 2015/16 Financial 
Memorandum from the Skills Funding Agency 

  
The VPFP provided a summary of the key changes, the main one being the 
requirement this year that we have an audit of some of our ub contracted 
provision and to submit a certificate, completed by an external auditor, by 31 
January 2016.  
 
Quotes have been obtained from ICCA and Mazars, and the proposal is to go 
with Mazars as the cheaper quote.  TIAA had not been approached for this 
work as it was not felt to match their level of expertise.  Some changes to the 
financial funding rules which back up the Memorandum were also brought to 
the Committee’s attention as set out in the paper.  
 
The update was received. 

 
33/15 To receive a copy of the Joint Audit Code of Practice (JACOP) (Aug 15) 

and consider the changes as documented in section 1 
 
 The Clerk provided handouts showing the changes and there are very few of 

significance.  The changes are more to do with the reporting accountant and 
wording of the audit report. 

 
 The JACOP was received. 
 
34/15 To consider the Audit Committee's annual review of the Independence 

of the Clerk 

 The Clerk reminded members of his dual role as Clerk and College 
Administrator and informed them that he plans to retire from his HR role but 
continue, part time, as the Clerk. As of 10 January 2016 he will no longer be a 
member of the SMT. His paper sets out how he currently maintains 
independence in his dual role and is his final report.  
 
To note the VPFP will need to check the Risk Register when J Stott leaves his 
administrator role to reallocate duties.   
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35/15 To consider any individual or Committee training needs: 

a) Impact of FRS102 on the College Financial Statements for 2015/16 

The above training was agreed for the Spring term.  All governors will be 
invited to attend, though it is aimed specifically at Audit and F&GP members. 

The VPFP confirmed that she would re-draft the accounts with Mazars into the 
new template in January.   

36/15 Any Other Business 
 

i) Date of meetings to December 2016 
  

❖ Tuesday 14 June 2016 
❖ Tuesday 22 November 2016  

 
If a Tuesday is difficult for anyone, Members agreed to consider holding a 
future meeting on a Wednesday by agreement.  

 
ii) To consider which recommendations/proposals are reported to the 

Corporation in more detail 
 

 Minute 21/15 on the reappointment of Mazars as provider for the 
Financial Statement Audit 2015/16 
 

 Minute 24/15 on the Regularity Audit Framework Questionnaire 
recommended for approval by the Corporation 
 

 Minute 25/15 on the Audit Committee's Annual Report 2014/15 to the 
Corporation and the Principal, including a review of the terms of reference 

 
 Minute 28/15 on the draft Financial Statements for recommendation to 

the Corporation and signing by the Chair 
 

 Minute 30/15c) on the 2015/16 Internal Audit Plan 


