FINAL
 


The Bournemouth and Poole College
MINUTES OF THE MEETING OF THE AUDIT COMMITTEE HELD ON 
25 NOVEMBER 2019
	Members Present:
	
	

	Dan Tout
	Board Member & Chair of the Audit Committee
	

	Ian Jones
	Board Member
	Apologies

	Martin Lucas
	Co-opted Committee Member
	

	Guy Spencer
	Co-opted Committee Member 
	

	
	
	

	In attendance:
	
	

	Michael Johnson
	Vice Principal Finance & Commercial Development 
	

	David Ford 
	Board Member
	

	Diane Grannell
	Principal 
	

	Nick MacBeale 
	TIAA
	

	Victoria Sewell
	KPMG 
	

	Marianne Barnard
	Director of Governance 
	

	Jonathan Coole 
	Board Member and Finance Advisory Group Member 
	

	
	
	

	Observer: 
	
	

	Karen Hancock
	Head of Finance, WESS 
	


PART A
	
	
	Actions

	001-1920
	APOLOGIES FOR ABSENCE
Apologies were received from Ian Jones. It was also noted that Finance Advisory Group Member, Arthur Whiteside, was unable to attend. 
Jonathan Coole, Board Member and Member of the Finance Advisory Group attended for items 001-004.  
	

	002-1920
	DECLARATIONS OF INTEREST

There were no declarations of interest noted. 
	

	003-1920
	FINANCIAL STATEMENTS AUDIT  
KPMG presented the Highlights Memo & Management Letter for Bournemouth & Poole College, it was noted that the audit was substantially complete and that there had been no significant changes to the audit plan and strategy. Subject to the Board of Governors' approval, it was expected KPMG would be in a position to sign the audit opinion on the Group’s financial statements in December 2019, provided that the outstanding matters noted were satisfactorily resolved.

KPMG expected to issue an unmodified Auditor’s Report. In addition, KPMG would report the following in relation to regularity:

· In the course of the work, nothing had come to KPMG’s attention which suggested that in all material respects the expenditure disbursed and income received during the period 1 August 2018 to 31 July 2019 had not been applied to purposes intended by Parliament and the financial transactions did not conform to the authorities which govern them.
· Overall, KPMG were satisfied with the key accounting judgments taken and that, in its discussion of these matters, the section of the annual report describing the work of the Audit Committee appropriately addresses the matters communicated to you.

It was noted that the most significant risk related to the Local Government Pension Scheme deficit.  KPMG noted that whilst the actuarial report was reviewed by the VP F&CD and Head of Finance, Wess, this review was not documented.  It was agreed that this documentation would be implemented from 2020/21.  
RESOLVED: The committee reviewed the Highlights Memo & Management Letter and agreed that this would be signed on 12 December 2019.
	VP F&CD

	004-1920
	FINANCIAL STATEMENTS 2018/19

For resolution: To consider the 2018/19 Financial Statements, in support of the Corporate Governance Statement.

i) Bournemouth & Poole College Annual Report and Financial Statements

The committee reviewed and approved the Annual Report and Financial Statements.  It was confirmed that the Accounting Officer would sign the statements on the 12 December 2019.
ii) Southern Educational Facilities Management Ltd Annual Report and Financial Statements
The committee noted the dormant accounts for Southern Educational Facilities Management Ltd. 

RESOLVED: The committee considered and approved the draft Financial Statements.
	

	005-1920
	MINUTES OF THE LAST MEETING & MATTERS ARISING
The minutes of the meeting held on 17 June 2019 were confirmed as an accurate record and approved by the Committee.  The committee reviewed the latest Audit Committee Tracker and noted that there were no outstanding actions. 
RESOLVED:  The committee approved the minutes of the meeting held on 17 June 2019 and noted the latest Audit Committee Tracker.
	

	006-1920
	FORWARD PLANNING
The Audit Committee Calendar of Business for 2019/20 was noted by the Committee. 
RESOLVED:  The committee noted the Audit Committee Calendar of Business for 2019/20. 
	 

	007-1920
	AUDIT COMMITTEE TERMS OF REFERENCE 

Committee Members noted the Terms of Reference which had been approved by the Board of the Corporation at the meeting on 3 October 2019.  
It was noted that Martin Lucas would attend one further meeting in March 2020.  The Director of Governance would discuss with Guy Spencer an extension to his term of office.  
RESOLVED: The Committee noted the Terms of Reference for the Committee. 
	Director of Governance 

	008-1920
	REGISTER OF INTERESTS 

The latest version of the Register of Interests was presented to the Committee, it was noted that some updates would be seen as new Board Members’ details were added and College Senior Leadership Team member updates were completed. 
RESOLVED: The committee noted the College’s latest Register of Interests.
	

	009-1920
	BOURNEVILLE REPORT AND ESFA RECOMMENDATIONS 
The VP Finance and Commercial Development presented the recommendations of the Education and Skills Funding Agency (ESFA) sponsored investigation into the activities at Bourneville College between 2011 and 2015. Based on the report’s findings, the AoC referred to unacceptable practices and poor governance. The College was closed in 2017 when it merged with South and City College Birmingham. As a result of the investigation the ESFA had made changes to the regularity framework and had also published five recommendations.  These recommendations were included as an appendix to the report alongside College management’s view of the assurances Audit Committee members can gain that similar issues would not arise at Bournemouth & Poole College. Committee Members discussed the detail and were assured that the story at Bourneville College could not have happened at Bournemouth and Poole College. 
RESOLVED: The committee noted the Bourneville Report, ESFA Recommendations and the BPC management view.
	

	010-1920
	EILEEN MILNER SUB-CONSTRACTING LETTER  
The VP Finance and Commercial Development confirmed that the Principal had complied with the ESFA’s 1 November 2019 deadline, to confirm that the College’s subcontracting arrangements were in line with the requirements.  
RESOLVED: The committee noted the letter from Eileen Milner on sub-contracting. 
	

	011-1920

	INTERNAL AUDIT REPORTS 


The following internal audit reports were presented by TIAA:
i) Annual Report 2018-19 
The representative from TIAA presented the 2018/19 Annual Report on the internal control environment at Bournemouth and Poole College. The annual report summarised the outcomes of the reviews carried out on the organisation’s framework of governance, risk management and control. This report was designed to assist the Governing Body in making its annual governance statement.
The 2018/19 Annual Audit Plan approved by the Audit Committee was for 40 days of internal audit coverage. During the year there were two changes to the Audit Plan, the Safeguarding and Anti-Fraud Duplicate Payments audits were not undertaken at management’s request and these changes were approved by the Audit Committee. 

During 2018-19, TIAA carried out one advisory, one follow up and seven assurance reviews which were designed to ascertain the extent to which the internal controls in the system were adequate to ensure that activities and procedures were operating to achieve the College’s objectives. For each assurance review an assessment of the combined effectiveness of the controls in mitigating the key control risks was provided. TIAA made the following total number of recommendations on its audit work carried out in 2018/19: Urgent – 0, Important – 11 and Routine – 13.

TIAA presented the following internal audit reports: 
ii) Appraisal Review of Post Implementation Review of the Business World (BW) System - September 2019
The review was a post implementation review of the Business World finance system at the College and considered the implementation process, the realisation of the benefits identified in the original Business Case and the current status of the project. Meetings were held with a selection of College staff to obtain the users’ perspective of the BW system.

It was reported that the Agresso Business World finance system had been successfully implemented at Bournemouth and Poole College, replacing the end of life QLX finance system that was previously in use. The majority of the project goals had been achieved and further development of the system was planned.  
It was reported that the introduction of the Business World system appeared to have resulted in non-compliance with the College’s requirements for the raising of purchase orders. Discussions with staff during this review identified that some staff were experiencing a small number of issues with the use of the Business World system that could be addressed through additional training. It was also reported that a number of work arounds were in place to circumvent the in-built Business World work flow processes and that these need to be discouraged.
iii) Compliance Review of Key Financial Controls - September 2019
The review considered the effectiveness of the key financial controls which provided assurance that the following systems were operating in accordance with the College’s requirements: Budgetary control, general ledger, cash, banking & treasury management, income & debtors, payroll and creditor payments.  It was noted that the College’s financial position and cash flow remained under pressure and was being actively managed. The financial processes had good segregation of duties and were clearly defined within financial procedures. 
The following areas were identified: Staff were not complying with the College’s requirements for purchases to be supported by purchase orders and general ledger journals and control account reconciliations were reviewed and authorised before being posted.  It was reported that the financial position of the College was reported in a timely manner and in line with the requirements set out within the Financial Regulations.  It was also noted that the College had identified that it was likely to breach its financial covenants this year and had been proactive in discussing the options available with the bank.
iv) Compliance Review of Learner Numbers - August 2019
The review considered the checks completed by MIS staff in relation to learner records. Compliance testing was carried out to test data completeness and accuracy. Additional testing was carried out in regard to apprenticeship learners at the request of the Head of Management Information and Funding.
It was reported that appropriate checking arrangements were in place to ensure the completeness and accuracy of the records held within the MIS system. Compliance testing confirmed the accuracy of the data held on system however identified some issues with the supporting documentation retained which were subsequently clarified by the Head of Management

It was noted that four of the apprentices within a sample of fifteen did not have a complete Learner Agreement on file and that a Commitment Statement was not present for one apprentice.
v) Teachers’ Pension Returns
It was noted that the Teachers’ Pensions Contributions for Financial Year 2018/19 had been signed off by TIAA. 
RESOLVED:  The Audit Committee received and noted the above TIAA internal audit reports. 
	

	012-1920

	COLLEGE FOLLOW-UP & AUDIT PLAN 
To receive the following reports from TIAA:
The Audit follow-up report dated September 2019 showed progress with audit recommendations and a status report on completed actions. It was noted that there were currently seven outstanding recommendations. 
Audit Strategy and Annual Internal Audit Plan for 2019/20 had been informed by a risk assessment carried out across TIAA clients (with members and senior management) and by an updated audit risk assessment to ensure that planned coverage for the year was focussed on the key audit risks, and that the coverage would enable a summary annual Head of Internal Audit Opinion to be provided.
It was noted that 2019/20 would be another challenging year for College’s in terms of income, regulation and also the pressures on service delivery. TIAA had identified a number of key areas which would require consideration when planning internal audit coverage, including Brexit, income pressure and cybercrime. 
The agreed plan for Bournemouth and Poole College during 2019/20 included: Governance Health-check, Cash-flow Validation, Key Financial Controls, ICT Cyber Security (Network Security), HR Management, Learner Numbers –Compliance Testing, Sub-Contracting and Departmental Review.
RESOLVED:  The committee reviewed the Audit follow-up report showing progress with audit recommendations and a status report on completed actions and discussed the Audit Plan for 2019/20.
	

	013-1920

	RISK MANAGEMENT  
The VP F&CD presented the latest Risk Management Dashboard (which tracked the highest risks the College was managing) and the detailed Risk Register (that identified all the significant risks being managed). 
There were two new risks on the Dashboard:

Risk 3 referred to significant challenges the college was facing with our engineering provision.  During 2018-19 the college struggled to retain staff and then recruit new staff.  This not only resulted in a significant spend on agency staff but quality suffered and there were numerous complaints from employers.  Over the summer a decision was taken to suspend recruitment to full time courses and use the limited staff resource to train apprentices.  A premium pay scale was also introduced, however, staff turnover remains high and once again quality is suffering.

Risk 11 refers to a court case which may affect the way holiday pay is calculated for permanent staff who do not work the entire year.  The college has a number of term-time posts and HR are calculating the financial risk this court ruling may create. It was agreed that a full review of the Risk Register would be undertaken at the March 2020 Audit Committee meeting and it was agreed a representative from the Curriculum Advisory Group would be invited to attend. 

RESOLVED: The committee noted the current Risk Register.
	Director of Governance 



	014-1920
	AUDIT COMMITTEE’S ANNUAL REPORT  
The committee reviewed and approved the draft Annual Report to the Board of the Corporation and it was noted that this would be presented to the Board at the December 2019 meeting. 

RESOLVED: The committee approved the draft Annual Report to the Board of the Corporation.
	

	015-1920

	ANY OTHER BUSINESS

The Director of Governance reported that a review of the indemnity cover for Governors had been undertaken, it had been considered whether the current level of £5m was enough in light of the new insolvency regime? It was agreed that TIAA and KPMG would feedback on any benchmarking and a decision could be made at the next Audit Committee meeting. 
	TIAA & KPMG

	016-1920

	DATE OF NEXT MEETING:  

The next Audit Committee meeting would take place on 2 March 2020, at North Road  
	

	017-1920

	EVALUATION
It was agreed that the committee had undertaken the required activities.
	

	018-1920
	CONFIDENTIALITY
Notes of the private meeting with auditors were noted confidentially in Part B.

Notes of the Annual Review of Internal and External Audit Performance and the Committee Performance Review Meeting were noted confidentially in Part C.
	


	PART B

	019-1920

	MEMBERS ONLY – PRIVATE MEETING WITH THE AUDITORS  

Representatives from KPMG and TIAA provided feedback on their experiences with the audit processes during 2019/20, which had been overwhelmingly positive. They both commented on the excellent relationship they had with the VP Finance and Commercial Development.    

RESOLVED: The Committee received the positive reports from both the internal and external auditors. 
	

	PART C

	020-1920
	MEMBERS ONLY – PERFORMANCE REVIEW MEETING   

Committee Self-Assessment - The committee reviewed the Self-Assessment document, this was approved subject to one addition, to record the high level of changes in personnel on the committee during the last twelve months.  
It was noted that the closer working relationship between the Audit Committee and the Finance Advisory Group would be beneficial. In future it was suggested that some form of 360 feedback from the Board, members of the Exec and other stakeholders would also be useful. 

Audit Maze presentation - The Committee noted the Audit Maze presentation. 
RESOLVED: The committee approved the Self-Assessment, subject to an addition around using stakeholder feedback in future. 
	

	021-1920
	ANNUAL REVIEW OF INTERNAL AND EXTERNAL AUDIT PERFORMANCE    - CONFIDENTIAL PAPER

The VP Finance and Commercial Development provided a report on the performance of the Internal and External auditors, including recommendations for (re)appointment of external auditors.
RESOLVED: The committee noted the report and agreed the re-appointment of KPMG for a further two years. 
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