INSPIRING LEARNERS T0 SUCCEED IN LIFE & IN WORK

AUDIT COMMITTEE - TERMS OF REFERENCE

Constitution

1.

10.

The membership of the Committee shall be a maximum of 6 eligible governors or five
governors and one co-opted member. The Committee must maintain its
independence in the appointment of any members.

Ineligible governors are the Chair of the Board, members of the Finance &
Resources Committee and the Principal.

In accordance with the Post-16 Audit Code of Practice, no person having any
interest, or perceived interest, in the College (or its advisers or suppliers) or who
holds executive, management, financial or budgetary responsibilities within the
College may serve on the Committee.

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

The Chair of the Board and the Principal shall only attend the Committee when
requested to do so by the Committee’s Chair.

At the first meeting of the Committee in each academic year, the Committee shall
appoint a Chair from amongst its external governor members.

The Committee shall be quorate when at least three members are in attendance,
with external governors constituting the majority of the quorum.

In the temporary absence of the Chair, a Chair shall be appointed from amongst the
remaining governor members for that meeting only.

The Committee shall meet at least once in each academic term. Additional meetings
may be called as necessary in agreement with the Chair of the Committee.

Decisions to be made at meetings of the Committee shall be determined by a
majority of the votes of members present and voting. Where there is an equal
division of votes, the Chair shall have a second or casting vote.
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Terms of Reference

1.

10.

11.

To assess and provide the Board of Governors with an annual opinion on:

The adequacy and effectiveness of the College’s audit arrangements
Governance/risk management/control framework

The processes for the effective and efficient use of resources (value for money)
The solvency of the institution; and

The safeguarding of its assets.

To advise the Board of Governors on the appointment, reappointment, dismissal and
remuneration of the financial statements auditor and other assurance providers,
including internal auditors, and to establish that all such assurance providers adhere
to the relevant professional standards.

To advise the Board of Governors on the scope and objectives of the work of the
Internal Audit Service, financial statements and regularity auditor.

To ensure effective coordination between the IAS and the financial statements
auditor.

To consider and advise the Board of Governors on the audit strategy and annual
audit plans for the IAS.

To advise the Board of Governors on internal audit assignment reports and annual
reports and on control issues included in the management letters of the financial
statements auditor, the regularity auditor and of any reports submitted by other
providers of audit and assurance services and management’s responses to these.

To consider and advise the Board of Governors on the outcome of any funding audits
undertaken at the request of the Education & Skills Funding Agency.

To review and monitor the financial statements and regularity auditor’s independence
and objectivity and the effectiveness of the audit process, taking into consideration
relevant UK professional and regulatory requirements.

To monitor, within an agreed timescale, the implementation of agreed
recommendations relating to internal audit assignment reports, internal audit annual
reports and the financial statements and regularity auditor's management letters.

To report to the Board identifying any matters in respect of which it considers that
action or improvement is needed and making recommendations as to the steps to be
taken. Where services other than financial statements, audit and regularity audit are
provided, the Board should explain in its Annual Report and Financial Statements
how auditor objectivity and independence is nonetheless safeguarded.

To consider and advise the Board of Governors on relevant reports by the National
Audit Office (NAO), the Education & Skills Funding Agency and other funding bodies,
and where appropriate management’s response to these.
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12.

13.

14.

15.

15

To establish, in conjunction with College management, relevant annual performance
measures and indicators, and to monitor the effectiveness of the IAS, financial
statements and regularity auditor through these measures and indicators and decide,
based on this review, whether a competition for price and quality of the audit service
is appropriate.

To produce an annual report for the Board which summarises the Committee’s
activities relating to the financial year under review, including any significant issues
arising up to the date of preparation of the report and any significant matters of
internal control included in the management letters and reports from auditors or other
assurance providers. It must contain:

o The Committee’s view of its own effectiveness and how it has fulfilled its terms of
reference

¢ The Committee’s opinion on the adequacy and effectiveness of the College’s
audit arrangements, its governance/risk management/control framework and its
processes for securing economy, efficiency and effectiveness (value for money).

The report must be submitted to the Board before the Statement of Corporate
Governance and Internal Control in the accounts is signed. A copy of the Audit
Committee’s Annual Report must be submitted to the relevant funding body with the
annual accounts.

To oversee the College’s policies on anti-fraud and corruption, irregularity and
whistleblowing and to ensure the proper, proportionate and independent investigation
of all allegations and instances of fraud and irregularity. Investigation outcomes
should be reported to the Committee and the external auditors (and internal auditors,
where appointed) should be informed and appropriate follow-up action should be
planned/actioned. All significant cases of fraud or suspected fraud or irregularity
must be reported to the chief executive of the appropriate funding body.

To develop and implement arrangements on the engagement of the external auditor
to supply services other than for the financial statements audit or regularity audit,
taking into account relevant ethical guidance. The Board should be informed of any
additional services provided by the financial statements/regularity auditor or other
audit assurance providers and explain how independence and objectivity were
safeguarded.

To review and monitor the implementation and effective operation of the College’s
Health & Safety policy and procedures.

Operational Matters

1

3.

The Audit Committee must have the authority to investigate any activity within its
terms of reference.

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

The Audit Committee must not adopt an executive role.
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