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THE FURTHER EDUCATION CORPORATION OF MIDDLESBROUGH COLLEGE 

 
AUDIT & RISK COMMITTEE 

 
Minutes of the Audit & Risk Committee held on 

Tuesday 12 June 2018 at 4.15 pm in the STEM Centre Conference Room 
 

Present Mr Andrew Malcolm (CG and Chairman) 
 
Mr John Autherson (EM), Mr Ashley Coleman-Cooke (CG),  
Mr Stuart Green (EM), Mr Francis Hayes (EM), Mr Lee Holdsworh (CG),   
Mr Tom Courtman-Stock (Student Governor), Mr Iain Wright (CG) 
 

Auditors Mr Jonathan Creed (ICCA)  
Mrs Rachel Fleming (KPMG) 
Mr James Morgan (KPMG) 
Mr Tom Winter (ICCA) 
 
In attendance  
 
Mr Andy Wond (Executive Director) (agenda items 5.1, 5.2, 7.2 & 8 only) 
 

Officers 
 

Mr Richard Atkinson (Clerk), Mrs Carolyn Kipling (VP)  
 

Key CG - College Governor EM - External Member 

 Clerk - Clerk to the Corporation VP - Vice Principal 

 
The Chairman of the Audit & Risk Committee welcomed back Mr Francis Hayes 
(External Member) following his recent bout of ill health. 
 

  Action 
 
 

18/019 ITEM 1 - PRIVATE DISCUSSION WITH THE FINANCIAL  
               STATEMENTS / REGULARITY AUDITOR (KPMG)  
               TOOK PLACE PRIOR TO THE AUDIT & RISK        
               COMMITTEE MEETING COMMENCING 
 

Some discussion took place with both auditors present regarding 
the leases that the College is looking to enter into, with further 
discussion to be held between the Vice Principal - Finance & 
Registry and KPMG. It was noted that up-dates would be 
provided to the Chairman of Audit & Risk Committee, Chair of 
Corporate Services, and the Chairman of Governors, as 
appropriate. 
 

 

18/020 ITEM 2 - APOLOGIES 
 
None. 
 

 

18/021 ITEM 3 - MINUTES 13 MARCH 2018 
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  Action 
 
 

The minutes of the 13 March 2018 were approved. 
 

18/022 ITEM 4 - MATTERS ARISING 
 
The Clerk to the Corporation informed the Audit & Risk 
Committee that all actions from the 13 March 2018 had either 
been completed or were on the agenda for discussion. 
 

 

18/023 ITEM 5 - AUDIT MATTERS 
 
5.1 IT Security Plan Up-date 
 
The Executive Director - Information Services attended and 
presented the progress with the IT Security Action Plan, with 
nine actions completed, and seven actions in progress. 
 
Governors asked: 
 

  What was meant by necessary servers when installing 
the anti-virus software? In response, the Executive 
Director stated that the software had been put on all 
servers, but this was not necessary on internal servers 
due to the very low risk of attack, but had been actioned 
as a precautionary measure. 
 

  Will all future IT purchases now be subject to validation, 
including security, compatibility and suitability checks, 
and in doing so would this mean lower prices? In 
response, the Executive Director stated that the IT Team 
now co-ordinates all purchasing to ensure best value. 

 
Following a detailed overview on the progress made since the 
13 March 2018, along with progress underway to complete the  
IT Security Action Plan, it was agreed that: 
 

  The Executive Director - Information Services would no 
longer attend the Audit & Risk Committee, unless it was 
felt that progress was not being made to complete the  
IT Security Action Plan. 

 
5.2 Exception Report 
 
The Vice Principal - Finance & Registry and the Clerk to the 
Corporation presented the Exception Report, which detailed the 
outstanding recommendations, being one high, two medium, 
zero low and eight advisory recommendations.  
 
It was also noted that fifteen recommendations have been 
completed since the 13 March 2018, and the Audit & Risk 
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  Action 
 
 

Committee welcomed the progress made. 
 
Following discussion, the Audit & Risk Committee endorsed the 
decision to amend the completion date on the Timetabling 
Internal Audit (to 31 December 2018), and would continue to 
discuss and endorse, where necessary, any changes to 
completion dates. 
 
Finally, the Audit & Risk Committee welcomed the amendment 
to the Exception Report table, which made it easier to track 
progress, and thanked the Clerk to the Corporation for his work 
on this aspect. 
 
5.3 ESFA Financial Statements Letter 
 
The Vice Principal - Finance & Registry presented an overview 
on the Education & Skills Funding Agency (ESFA) Letters and 
Financial Dashboard in respect of the College’s Financial Health 
Category for 2016 / 2017, which was confirmed as ‘Satisfactory.’ 
 
Governors asked: 
 

  What other actions are in place to ensure the Financial 
Health ratios improve? In response, the Vice  
Principal - Finance & Registry stated that actions 
included putting in place leasing arrangements, 
managing the income profile, especially 
Apprenticeships, and also managing the borrowing level. 
 

  Whether the debt charges as a percentage of income 
was impacted by drawing down the credit revolver 
during the year? In response, The Vice Principal - 
Finance & Registry confirmed this was the case, and 
would review this when drawing down any further funds 
in-year. 

 
Some further discussion took place on the changes to the 
financial health ratios imposed by the Education & Skills Funding 
Agency a few years ago, and the impact these have had.  
 
The Vice Principal - Finance & Registry then up-dated the Audit 
& Risk Committee further on the discussions that are being held 
with KPMG on the proposed leasing arrangements, and how it 
will be treated in the 2017 / 2018 Financial Statements, with  
up-dates to be shared with the Corporate Services and 
Governing Body.  
 
5.4 Post 16 Audit Code of Practice 2016 / 2017 
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  Action 
 
 

The Clerk to the Corporation up-dated the Audit & Risk 
Committee on the revised version of the Post 16 Audit Code of 
Practice, which was received for information. 
 
Following discussion on the point regarding staff not being on 
the Audit & Risk Committee, and in particular the impact that the 
Student Governor has had on the effectiveness of the 
Committee, with some input from the Student Governor himself, 
it was agreed to recommend that: 
 

 The Student Governor no longer be a member of the 
Audit & Risk Committee, as of the 1 August 2018, due to 
the changes in the Post 16 Audit Code of Practice. 
 

 The Terms of Reference, as detailed in Appendix 1 of 
the minutes, be approved, following minor changes, as a 
result of the Post 16 Audit Code of Practice. 

 
The Audit & Risk Committee stated that Student Governors 
would be invited to attend on an adhoc basis, should the need 
arise, particularly for reports relating to students. 
 
5.5 Regularity Audit Self-Assessment Up-date 
 
The Clerk to the Corporation up-dated the Audit & Risk 
Committee on the revised version of the Regularity Audit  
Self-Assessment Questionnaire, which was received for 
information, and would be used in preparation, to be shared with 
the Audit & Risk Committee on the 18 September 2018.  
 
Some discussion took place on the addition of narrative 
regarding the “Independence of the Clerk”, with the Audit & Risk 
Committee noting that the current arrangements were different, 
but were effective. 
 
5.6 Cycle of Business 2018 & 2019 
 
The Clerk to the Corporation presented the up-dated  
Audit & Risk Committee’s Cycle of Business for 2018 / 2019, 
and after further discussion, and an agreement that the 
document does provide a useful guide when planning agendas, 
it was agreed that: 
 

 The Audit & Risk Committee’s Cycle of Business for 
2018 / 2019 is approved, subject to some minor 
amendments. 

 

18/024
  

ITEM 6 - FINANCIAL STATEMENTS/REGULARITY AUDITOR 
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  Action 
 
 

6.1 External Audit Strategy to 31 July 2018 
 
Mrs Rachel Fleming (KPMG) and Mr James Morgan (KPMG) 
presented the External Audit Strategy, which set out KPMG’s 
approach to the audit of Middlesbrough College and its 
subsidiary companies for the year ending 31 July 2018.  
 
The document highlighted a number of key sections, including 
the Executive Summary, Introduction, Audit Cycle & Timetable, 
Group Materiality, Significant Risks and some up-dates from 
KPMG in the appendices section. 
 
Some discussion then took place on the additional two areas of 
assurance that would be needed for 2017 / 2018, and these 
related to Northern Skills Group (NSG) and Northern 
Apprenticeship Company Limited (NAC). 
 
Governors asked: 
 

 What extent has materiality been reflected in the 
External Strategy document? In response, Mrs Rachel 
Fleming (KPMG) stated that the percentage has been 
reflected based on the risk profile of the College, with 
2% as a benchmark, within a range of 0.5% to 3%. 
 

 To what extent has liquidity been reflected in the 
External Strategy? In response, Mrs Rachel Fleming 
(KPMG) stated that this has been reflected to ensure 
that there is sufficient cash available, that the College 
remains a going concern, and noted that the certainty of 
the revised banking position would be useful 

 
After consideration of the key issues, such as how the audit 
would be planned, the Audit Team, how the audit would be 
managed, and clarification on the Audit Fee, it was agreed to 
recommend that: 
 

 The External Audit Strategy to 31 July 2018 
(incorporating the 2017 / 2018 Financial Statements 
and the 2017 / 2018 Regularity Audit) be approved by 
the Governing Body at its meeting on the 9 July 2018. 

 

 The External Audit fee, as detailed in the report, be 
approved by the Governing Body at its meeting on the  
9 July 2018. 

 
 
Some discussion took place during this item on the issues that 
KPMG are facing publicly, with a detailed up-date being 
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  Action 
 
 

provided by Mrs Rachel Fleming (KPMG), with further up-dates 
to be provided at future meetings. 
 
6.2 Financial Benchmarking Report 2016 / 2017 
 
Mrs Rachel Fleming (KPMG) and Mr James Morgan (KPMG) 
presented the report, and shared the key highlights, with some 
discussion on the staff costs as a percentage of income, which 
was positive compared to other colleges, and would improve 
further should class sizes increase and staff utilisation improve. 
 
Governors asked: 
 

  Whether the College’s Exit Interview Process identified 
the reasons for leaving? In response, the Vice  
Principal - Finance & Registry stated that there have 
been some issues with staff leaving due to salary, but 
these have been largely back into industry, with much 
higher salaries, that cannot be matched. 
 

18/025 ITEM 7 - INTERNAL AUDIT REPORTS 2017 & 2018 
 
7.1 External Assurance Review  
 (Subcontracting Certificate) 
 
Mr Jonathan Creed (ICCA Education Training & Skills) 
presented the final report following a verbal up-date at the  
13 March 2018 meeting, with the Subcontracting Certificate yet 
to be submitted to the Education & Skills Funding Agency, as 
they were still awaiting some clarification. 
 
It was noted that there had been four medium recommendations 
that needed to be progressed, and the Audit & Risk Committee 
requested that these are added to the Exception Report. 
 
7.2 Readiness for Compliance with GDPR 
 Internal Audit 
 
Mr Jonathan Creed (ICCA Education Training & Skills) 
presented the Readiness for Compliance with GDPR Internal 
Audit, and it was reported that this was an advisory audit, so no 
assurance level was given, with a verbal up-date provided on 
the 13 March 2018. It was noted that good progress had been 
made, with four minor recommendations having been agreed, 
with all four having now been completed as highlighted on the 
Exception Report (agenda item 5.2). 
 
The Audit & Risk Committee thanked the Executive  
Director - Information Services for his work on this aspect, and 

 
 
 
 
 
 
 
 
 
 
 

Richard 
Atkinson 
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  Action 
 
 

ensuring that the College was compliant for the 25 May 2018, 
and noted that John Chance, Vice Principal - Quality & 
Performance is now the new Data Protection Officer. 
 
7.3 Strategic Planning   
 Internal Audit 
 
Mr Jonathan Creed (ICCA Education Training & Skills) 
presented the Strategic Planning Internal Audit, and it was 
reported that Substantial Assurance had been given, with no 
recommendations. Some discussion took place on the wide 
ranging engagement with stakeholders that took place as part of 
the consultation process of developing the new Strategic Plan. 
 
It was noted that the report within the Agenda Pack needed to 
be up-dated, and the Audit & Risk Committee requested that 
the Clerk to the Corporation up-dates the pack. 
 
7.4 Risk Management 
 Internal Audit 
 
Mr Jonathan Creed (ICCA Education Training & Skills) 
presented the Risk Management Incident Management Internal 
Audit, and it was reported that Substantial Assurance had been 
given. One advisory recommendation had been made, which 
has already been implemented following discussions with the 
Risk Management Group on the 17 May 2018. 
 
7.5 Follow Up 
 Internal Audit 
 

Mr Jonathan Creed (ICCA Education, Training & Skills) reported 
that the Follow Up Internal Audit had been carried out, with 96% 
of recommendations being implemented (26 out of 27 audit 
points), with only one point remaining outstanding. This was in 
relation to the Estates / Facilities Management Internal Audit, 
with an up-date provided not only within the report but also 
within the Exception Report. The Clerk to the Corporation stated 
that this audit point should be implemented by 1 October 2018. 
 
7.6 Internal Audit Progress Report 
 

Mr Jonathan Creed (ICCA Education Training & Skills) 
presented the Internal Audit Progress Report for 2017 / 2018, 
and it was noted that nine internal audits have now been 
completed. 
 
This included the four Internal Audits shared with the Audit & 
Risk Committee in agenda items 7.2 to 7.5, with eight out of the 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Richard 
Atkinson 
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  Action 
 
 

nine Internal Audits being awarded Substantial Assurance. 
 

Mr Jonathan Creed (ICCA Education Training & Skills) then 
reported that, in discussion with the Audit & Risk Committee, the 
Bursary Funding had been removed from the Internal Audit Plan 
on the 5 December 2017. Having discussed the remaining 
Internal Audit of IT Business Continuity, the Senior Leadership 
Team had suggested that this was no longer required due to 
other previous audits that have taken place recently. The Vice 
Principal - Finance & Registry also clarified that the Student 
Records and Funding Internal Audit was no longer needed, as 
this audit took place in September 2017 by PWC 
 
Following discussion, and noting that ICCA Education, Training 
& Skills had met their 2017 / 2018 Performance Indicators, it 
was agreed that: 
 

  The IT Business Continuity Internal Audit and Student 
Records and Funding Internal Audit be removed from 
the 2017 / 2018 Internal Audit Strategy. 

 
It was noted that the IT Business Continuity Plan was removed 
as a similar IT audit had been carried out the previous year, with 
the Audit & Risk Committee monitoring its progress in-year. In 
terms of the Student Records and Funding Audit, this was 
removed as a formal Funding Audit had been carried out by 
PWC in September 2017, with the Audit & Risk Committee 
receiving the report, and monitoring progress in-year. 
 
Finally, Mr Jonathan Creed (ICCA Education Training & Skills) 
stated that this set of results would lead to an overall Clean 
Internal Audit Opinion, with the Internal Audit Annual Report to 
be shared with the Audit & Risk Committee on the 4 December 
2018. 
 
The Chairman of the Audit & Risk Committee, on behalf of the 
Committee, then thanked staff for their hard work during the 
year. 
 
 

18/026 ITEM 8 - RISK MANAGEMENT UP-DATE 
 

The Vice Principal - Finance & Registry and Clerk to the 
Corporation gave an overview of the discussions held with the 
Risk Management Group and the Senior Leadership Team on 
the 17 May 2018 and 5 June 2018 respectively, when the 
following risk registers were shared. 
 

 Strategic Risk Register. 
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 Directorate Risk Register. 

 Provision Types Risk Register. 
 
Some discussion took place on the decision to amend the IT risk 
score at the Risk Management Group, with the Audit & Risk 
Committee content, with the rationale behind the decision. 
 
Governors asked: 
 

  In light of discussion that took place at the Governing 
Body Strategic Planning Day on the 19 May 2018, why 
is Strategic Risk 2017-2 (Strategic Planning) not higher? 
In response, the Vice Principal - Finance & Registry 
explained the rationale for the score, and up-dated the 
Audit & Risk Committee on the actions that are in place 
to mitigate this risk, but would ensure that the feedback 
is given to the Principal / Chief Executive. 
 

 As agreed at the last meeting, the Audit & Risk Committee then 
took a “deep dive” into the Directorate Risk Register, following 
discussions on the 13 March 2018, and in particular the reasons 
why the Health & Safety risk for Facilities Management had 
increased. The Audit & Risk Committee received an explanation 
of the controls that are in place, and should the risk not reduce, 
it might decide to invite the Head of Health & Safety and / or 
Assistant Principal - Estates to attend a future meeting to 
explain further. 
 
Following discussion, it was agreed to recommend that: 
 

  The 2018 / 2019 Risk Management Plan be approved by 
the Governing Body on the 9 July 2018. 

 
Mr Jonathan Creed (ICCA), Mr Tom Winter (ICCA), Mrs Rachel 
Fleming (KPMG), and Mr James Morgan (KPMG) all left the 
meeting and were informed that the decisions reached under 
agenda items 9.1 and 9.2 would be communicated to them as 
soon as possible. 
 
 

18/027 ITEM 9 - CONTRACT MATTERS 
 
9.1 Appointment of Internal Auditor 
 
The Chairman of the Audit & Risk Committee, on behalf of the 
Interview Panel which had met earlier in the day, gave an 
overview of the process to date, and that a decision had not 
been reached earlier that day, due to time constraints. 
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  Action 
 
 

 
After some discussion it was agreed that: 
 

  The outcome from the Interview Panel would be 
communicated to the Audit & Risk Committee via 
Written Resolution during the week of the 18 June 2018, 
so that an outcome can be agreed prior to the 
Governing Body meeting on the 9 July 2018. 

 

 
Post Meeting Note 
 
Written Resolution - Appointment of Internal Auditor 
 
Following a comprehensive review of the Internal Audit 
documentation, alongside the feedback from the questions 
asked by the Interview Panel on the 12 June 2018, the Audit & 
Risk Committee, via a Written Resolution on the 25 June 
2018, agreed to recommend that: 
 

 RSM Tenon be awarded the Internal Audit Contract 
from the 1 August 2018 for an initial period of three 
years, subject to satisfactory annual reviews at the 
initial contract price, as detailed in the tender 
documentation. The appointment may be extended by 
a further 2 x 12 months at the discretion of the Audit & 
Risk Committee. 

   

 
 
9.2 Contract Extension Financial Statements Auditor 
 
The Vice Principal - Finance & Registry presented an up-date, 
and requested that the Audit & Risk Committee give 
consideration to the re-appointment of KPMG.  
 
Following discussion on their performance, along with a more  
in-depth debate regarding risks, partner rotation, and the current 
issues affecting KPMG due to some high profile media 
exposure, it was agreed to recommend that: 
 

 The Contract for KPMG (Financial Statements / 
Regularity Auditor) be extended for a further period of 
twelve months from 1 August 2018, taking the expiry 
date of the contract to 31 July 2019, and this will 
incorporate the the 2018 / 2019 Financial Statements. 

 
It was noted that the Audit & Risk Committee will then debate 
the next steps during 2018 / 2019, and requested that the Clerk 
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to the Corporation ensures that this is an agenda item for Spring 
2019, at the latest. 
 

Richard 
Atkinson 

18/028 ITEM  10 - DATES OF NEXT MEETINGS 2018 / 2019 
 

 Tuesday 18 September 2018 at 4.15 pm 

 Tuesday 4 December 2018 at 4.15 pm 

 Tuesday 12 March 2019 at 4.15 pm 

 Tuesday 11 June 2019 at 4.15 pm 
 

 

18/029 ITEM 11 - MEMBERS DISCUSSION 
 
None held, as there were no further issues to raise. 
 

 

18/030 ITEM 12 - ANY OTHER URGENT BUSINESS 
 
None. 
 

 

 

The meeting closed at 6.40 pm. 
………………………………………………………… 
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Appendix 1 
 

Audit & Risk Committee Terms of Reference 
(Amended 12 June 2018 - to be approved by the Governing 

Body on the 9 July 2018) 
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The Further Education Corporation of Middlesbrough College 

 

Governor Committees 
 

Terms of Reference 
 

Committee Terms of Reference 
 

Audit & Risk 
Committee 

The Audit & Risk Committee has: 
 

 The right to investigate any activity within its Terms of 
Reference. 
 

 The right to access all the information and explanations 
it considers necessary, from whatever source to fulfil its 
remit. 

 

 A minimum membership of three, a majority of whom 
must be Governors, but must not include the Chairman 
of Governors or the Principal / Chief Executive, and 
should not include Staff Governors. 

 

 A responsibility to maintain its independence in 
appointing members. 

 

 A responsibility to include individuals with an 
appropriate mix of skills and experience to allow it to 
discharge its duties effectively. Collectively, members of 
the Audit & Risk Committee should have recent, 
relevant experience in risk management, finance and 
audit and assurance. 

 
To assess and provide the Governing Body with an opinion on 
the adequacy and effectiveness of the College’s assurance 
arrangements, framework of governance, risk management and 
control processes for the effective and efficient use of resources, 
the solvency of the College and the safeguarding of assets. 
 
To advise the Governing Body on the appointment, 
reappointment, dismissal and remuneration of the Financial 
Statements Auditor, Regularity Auditor and other assurance 
providers including the Internal Auditor and establish that all such 
assurance providers adhere to relevant professional standards. 
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Committee Terms of Reference 
 
To inform the Governing Body of any additional services 
provided by the Financial Statements Auditor, Regularity Auditor 
and other assurance providers, including the Internal Auditor, 
and explain how independence and objectivity were 
safeguarded. 
 

To monitor, within an agreed timescale, the implementation of 
agreed recommendations arising from any reports of audit and 
assurance providers. 
 

To produce an Audit & Risk Committee Annual Report for the 
Governing Body, summarising the Audit & Risk Committee’s 
activities relating to the financial year under review including: 
 

 A summary of the work undertaken by the Audit & Risk 
Committee during the year. 
 

 Any significant issues arising up to the date of 
preparation of the report. 
 

 Any significant matters of internal control included in the 
reports of audit and assurance providers. 
 

 The Audit & Risk Committee’s view of its own 
effectiveness and how it has fulfilled its Terms of 
Reference.  

 

 The Audit & Risk Committee’s opinion on the adequacy 
and effectiveness of the College’s audit arrangements, 
its framework of governance, risk management and 
control, and its processes for securing economy, 
efficiency and effectiveness.  

 

 Submit the Annual Report to the Governing Body before 
the Statement of Corporate Governance and Internal 
Control in the annual accounts Financial Statements is 
signed.  

 

 Submit a copy of the Audit & Risk Committee’s Annual 
Report to the relevant funding body with the Financial 
Statements. 
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To oversee the College’s policies on fraud and irregularity and 
whistleblowing, and ensure: 
 

 The proper, proportionate and independent 
investigation of all allegations and instances of fraud 
and irregularity. 
 

 That investigation outcomes are reported to the Audit & 
Risk Committee. 

 

 That the Financial Statement / Regularity Auditors (and 
Internal Auditors where appointed) have been informed, 
and that appropriate follow-up action has been  
planned / actioned. 

 

 That all significant cases of fraud or suspected fraud or 
irregularity are reported to the Education & Skills 
Funding Agency. 

 

 Risks around fraud have been identified and controls 
put in place to mitigate them. 

 
To consider and advise the Governing Body on the Audit 
Strategy and Annual Internal Audit Plans for the Internal Auditor. 
 
To advise the Governing Body on the scope and objectives of the 
work of the Financial Statements Auditor, Regularity Auditor and 
Internal Auditor. 
 
To advise the Governing Body on Internal Audit assignment 
reports and annual reports and on control issues included in the 
management letters of the Financial Statements Auditor and 
Regularity Auditor and management’s responses to these. 
 
To review the annual Financial Statements. 
 
To ensure effective coordination between the Financial 
Statements Auditor, Regularity Auditor and Internal Auditor, 
including whether the work of the Regularity Auditor should be 
relied upon for internal audit purposes. 
 
To establish relevant Key Performance Indicators (KPIs) and to 
monitor the effectiveness of the Financial Statement Auditor, 
Regularity Auditor and Internal Auditor through indicators and 
decide, based on this review, whether a competition for price and 
quality of the audit service is appropriate. 
 
 

To consider and advise the Governing Body on relevant reports 
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by the National Audit Office (NAO), the Education & Skills 
Funding Agency (ESFA), and other Government Agencies, and 
where appropriate management’s response to these. 
 
A restriction not to adopt an executive role. 
 

 
 


