
Date Thursday 21 June 2018 

Time 4.30pm 

Location Board Room, Peterborough Regional College 

Present Nigel Barber (Chair), Mark Haydon, Alan Crawford, Mark Jackson (External Member) 
and Lee Kilby (External Member) 

In attendance Peter Walker (Vice Principal, Corporate Services) 

Greg Hanrahan (Managing Director – Business Services) 

Lee Glover (Haines Watts) – Internal Audit Service 

Glen Bott (Moore Stephens) 

Joanne Rotondo (Director of Governance) 

Apologies 

 

Paul Goddard (Scrutton Bland) 

 

             

Decisions taken at the Audit Committee meeting held on 21 June 2018 

Ref Decisions 

A49/17 
Para 88 

The minutes of the meeting held on 22 March 2018 were agreed and 
signed. 

A53/17 
Para 97 

The Financial Statements Audit Plan was approved. 

A54/17 
Para 104 

The committee approved the expenditure in relation to UCP transition costs 
be capitalised and written off over 6 years in proportion to forecast student 
numbers. 

A58/17 
Para 115 

The Internal Audit Strategy and Plan 2018/19 was recommended to the 
Board for approval, noting the requirement for update next year to 
incorporate UCP as appropriate.  

 

Actions arising from the Audit Committee held on 22 March 2018 

Ref Actions 

A57/17 
Para 113 

PW to arrange further Funding Audit with Scrutton Bland. 

A60/17 
Para 118 

JR to request comment for governors from Director of Quality regarding 
reports of alleged assessment irregularities. 

 

A47/17  Welcome and Apologies 

86. Apologies were as noted.   

 

A48/17  Declarations of Interest 

87. Declarations of Interest were as noted on the agenda.  

 

A49/17  Minutes of the previous meeting (22 March 2018) 

88. The minutes of the meeting held on 22 March 2018 were agreed and signed.   

 

http://www.peterborough.ac.uk/


Audit Committee 180621 

A50/17  Matters arising from minutes of previous meeting  

 ESFA Levy Controls Audit of Anglia Professional Training Ltd 

89. Last year APT went through the process to get on the RoATP and were successful in 

working with levy paying organisations under that contract. They were subsequently 

selected for an audit process which was undertaken by KPMG on behalf of the ESFA in 

January; final report included in the papers. There were no onerous outcomes on the 

action plan, just a couple of questions about interpretation of funding rules which are all 

relatively simple and straightforward to resolve. 

90. The audit proved to be a very early and useful review of controls that need to be in 

place for levy paying organisations. 

 Governors asked if this would be a regular audit; owing to the growth in the 

RoATP it will not be. It was noted that Ofsted are also carrying out early 

monitoring visits for providers with significant numbers of learners. 

 

A51/17  Training Undertaken and Meetings Attended 

91. LK attended ACER webinar on 13 June on ESFA intervention and the importance of 

diversity within college governance. 

 

A52/17  External assurance review of subcontractor controls (Moore Stephens) 

92. The College received a clean report and a certificate will be submitted to the ESFA to 

state there are no significant breaches. 3 minor recommendations were made but they 

are not considered breaches, just minor best practice points. 

 Governors asked how this compares to other organisations; all similar – no 

breaches, just minor best practice recommendations. 

93. The College were content with the minor recommendations and it was explained how 

each will be addressed.  

 

A53/17  Planning for the audit of accounts for year ending 31 July 2018 (Moore Stephens)  

94. Audit Plan documents were outlined setting out the audit plan and approach for PRC 

and 3 subsidiaries; APT, PRCV and CTS. It was noted that they have also been asked 

to undertake accounts preparation for CTS and as such a separate office will prepare 

the accounts in order to maintain separation of duties and safeguard the independence 

to then audit the work prepared by the other office.  

95. Materiality level and their risk based approach was explained and discussed.  

96. No significant changes from last year other than the addition of CTS. They will be onsite 

from 24 September.  

97. The Committee approved the Financial Statements Audit Plan. 

 

A54/17  Consideration of the accounting treatment of UCP transition expenditure (Moore 

Stephens) 

98. The large scale changes proposed to be undertaken in relation to UCP breaking away 

from the JV with ARU and eventually evolving into the University of Peterborough were 

outlined. At the moment UCP is a 50/50 joint venture with ARU, with the building owned 

by ARU, PRC leasing the land at peppercorn rent and ARU leasing the building back at 

peppercorn rent. A subcontract arrangement is in place with ARU and UCP runs off 

their networks and is highly dependent on them for all data. The transition of UCP to a 

wholly owned subsidiary with a validation agreement and degree awarding powers by 1 

August 2019 requires investment in data systems, a new IT network (not on the College 
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network since it needs to be portable for when they move to new accommodation) and 

an academic infrastructure. This is a huge project between now and 1 August 2019 with 

a budget approved of £1.5m. No expenditure can be run through UCP prior to 1 August 

2019 because of the JV with ARU, so it must be run through PRC. The College wish to 

capitalise this expenditure as an intangible asset. Justification for this is that the 

university will remain part of the PRC group. The asset involved is the right to award 

degrees in the name of UCP between 2019-25. The UCP asset will come to the end of 

its useful life by 2025. Since the building was funded by grants, ARU have agreed to 

surrender their lease of the land and the building will go on to the PRC balance sheet 

against which it is proposed that the £1.5m will be borrowed from the bank. 

99. Some of the transition expenditure would be capitalised anyway. If the revenue 

expenditure is not capitalised and instead written off this would impact on the College 

financial health score. It is not intended that any attempt would be made to balance the 

expenditure by reducing costs in PRC, it would come out of cash reserves.  

100. MS presented a short paper on when it is possible to identify an asset as intangible, 

and what can or cannot be capitalised. It was confirmed that the asset would qualify as 

intangible overall because it meets the separable test, and it can be quite easily 

evidenced that it can be recognised as an asset; it is probable that the expected future 

economic benefits that are attributable to the asset will flow to the entity, and the cost 

of the asset can be measured reliably. The asset therefore meets all criteria and can 

be capitalised. The associated costs which can or cannot be capitalised were further 

discussed, with only those at development phase being able to be capitalised, not 

costs in the research phase; where the cut off between the two is debateable and 

technical advice was given, noting that it must be a development expense to be 

capitalised. 

 Governors asked if there are there significant costs before the date at which 

Moore Stephens say costs can be capitalised; the date does not stop the 

College capitalising any of the costs that they want to be capitalised. None of 

the funding is required for DAPs.   

 Governors queried if any of the funding was not released, whether the project 

would still proceed; the project would proceed, just possibly not as quickly.  

101. A list of expenses was proposed to be included and MS gave opinion as to whether 

they were viable for capitalisation, in particular noting that staff costs would be 

dependent on the date it moves from research to development stage. It was agreed 

that this occurs when the plan is approved by the Board. 

102. MS reassured governors that they will work with the College to ensure that what can 

comfortably be capitalised will be, but will also advise against it where they are not 

comfortable that it meets the requirements. 

103. Write off is proposed in relation to proportion of students; a small number in the 

beginning but by the end this would be against all programmes. The proposal needs to 

be considered in the context of profitability and growth in income. 

 Governors asked what the risk of a big write-off in 3 years time would be on the 

perception of PRC finances; PW noted that it would not be possible to write off 

against the building, it would have to be revalued and put to reserves. This 

needs to be reviewed year on year to ensure the ongoing economic benefit tied 

to it is still there.   

104. The Committee approved that expenditure in relation to UCP transition costs be 

capitalised and written off over 6 years in proportion to forecast student numbers. 
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A55/17  College Progress Report on Internal Audit Recommendations 

105. Since the last meeting five important priority recommendations have been signed off 

and will be reviewed next year. 

106. All routine recommendations were completed by the planned date.    

 

A56/17  Internal Audit Block 3 2017/18 Report (Haines Watts) 

107. The CTS audit was summarised. Overall it is operating like an owner managed 

business which it was when purchased. Some changes are planned which will give 

the College opportunity to shape the operation going forward, for example bringing 

finance in-house to improve efficiency.  

 In relation to issues highlighted, governors asked if the audit had not taken 

place whether the college would have identified the problems; auditors noted 

that these types of actions are not unusual in a small owner managed 

business. There is a set of financial regulations in place which are modelled 

on those of APT/PRCV which were approved by F&GP and the CTS Board, 

so more limits have been introduced and they are compliant with it. Changes 

will be put in place from the new academic year, for example the outsourcing 

of payroll. The longer term vision is that management accountancy will sit 

within the College but because of the geographical distance they will need to 

retain some bookkeeping/credit control more locally but within tighter limits. 

CTS were acting in a small business manner that is not aligned with the group 

and governors stressed the need to effect greater oversight.  

 Governors queried whether, in light of this audit, the College ought to alter the 

approach and impose certain procedures/the robustness of the Colleges’ own 

systems from the outset when taking on new subsidiaries; reassurance was 

given that more due diligence around these types of issue would be 

undertaken going forward. In this instance, CTS is more of a standalone 

company because of the distance from the College, whereas if it had been 

closer the College would have taken over bookkeeping as with other 

subsidiaries. As a learning point from this audit, a closer review of systems at 

the outset will be undertaken with any new subsidiaries. 

108. The Performance Management audit was reviewed. A few recommendations for 

improvement were noted and discussed.  

109. Auditors noted the benefit in documenting the provenance of data so that reporting 

can be carried out in a consistent fashion; some of the reports could not be backdated 

so an audit trail of evidence to support it would need to be kept. 

 Governors noted that the audit trail recommendation was interesting given 

issues with data at previous committees, making the ability to go back 

evidentially vital in order to validate data and be able to go back to source for 

clarity and transparency.  

110. Follow up report was presented with a few errors in the report noted; 1.5 regarding IT 

will be corrected as penetration testing was carried out, and the Estates Strategy 

recommendation recorded as outstanding having not met the action plan timescale is 

an inaccuracy as the implementation date was misread as 2017 but should be 2018; 

this has been corrected and reissued. Further follow up will be undertaken next year to 

tidy up and clear the old TIAA recommendations. 
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111. Marks for satisfaction surveys were presented and discussed.   

 

A57/17  Internal Audit – Funding Audit Report (Scrutton Bland)  

112. The report was included in the papers giving a Reasonable Assurance opinion.  

113. PW noted that he felt Scrutton Bland were very good and knowledgeable but felt that 

the College were a little unprepared and could have done better. More training is to be 

given to the team as a result. Monitoring reports are in place although some had not 

been actioned but since funding is based on the final report which is not submitted 

until February, there is time to put it right, however it was acknowledged that the team 

should have been checking more effectively and there should have been less errors 

identified. Since it is a specialist area PW could not review it himself. A checklist is to 

be introduced to tighten up processes.  

 The possibility of further Funding audit was discussed since some of the 

controls need significant improvement and governors noted that it would be 

prudent to track the controls to closure and to ask them to return to ensure the 

changes are implemented effectively. Whilst the other auditors present did 

note that there is nothing in the report that would give them too much concern, 

the view of the Committee was that there were too many errors in relation to 

the sample sizes and they asked for further reassurance that the number of 

errors would be reduced to an acceptable level before the final return; PW to 

arrange a further audit with Scrutton Bland. 

 

A58/17  Internal Audit Strategy and Plan 2018-23 (Haines Watts) 

114. An updated draft of the Internal Audit Strategy 2018-21 was presented, noting 

updates on points relating to UCP and iMET.  

 Governors asked for a comparison year on year in terms of days and costs; 

both remain the same. With much activity underway and the increased risk of 

lots of change, governors queried whether it is right to remain the same, noting 

that no increase in audit spend does not necessarily tie in with the increased 

risk that the university project introduces. The university project is not currently 

recognised for specific resource in the plans within the existing cost envelope 

but Haines Watts can assist with audits as and when necessary. Whilst iMET 

could also bring additional cost and days, this will be split with CRC through a 

jointly resourced internal audit review since Haines Watts are auditors to both 

Colleges.  

115. The Committee recommend the Internal Audit Strategy and Plan 2018/19 to the 

Board for approval, noting the requirement for update next year to incorporate UCP as 

appropriate.  

 

A59/17  Risk Management Update 

116. The Risk Management Update was presented in the format agreed previously by the 

Committee, including a summary of primary risks with direction of travel and a report of 

contingency risks with increasing risk. It was noted that the Risk Management Group 

would be considering UCP transition risks at their meeting on 22 June so they will be 

incorporating those; likely to be considered primary risks. 

 Governors noted that it is important to see the decisions of RMG and it flags 

the increasing risks so the Risk Management Update is an important 

document. Governors asked how other colleges manage risk and were 
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advised that other clients use their Risk Register as a communication tool and 

then have follow up discussions with risk owners outside of the meetings as 

appropriate. 

 

A60/17  Fraud – Verbal Report  

117. The identification of a minor peculiarity in PRCV float reconciliation was noted but has 

not been detrimental to the College. Processes put in place to tighten up controls were 

outlined and the Finance team are now more involved, with more spot checks on tills 

carried out throughout the day. Staff training has also been completed. 

118. Governors were advised of alleged assessment irregularities; governors requested 

comment on this from the Director of Quality; JR to action. 

 

A61/17  Single Supplier Justifications 

119. A robust process is in place for the odd occasion that a single source supplier is used, 

with all instances having to be signed off by both Procurement Manager and Principal. 

A report on this should be shared with the Audit Committee on a quarterly basis, and 

the spreadsheet distributed brings the reporting up to date for the academic year. 

Going forward the Committee will receive this spreadsheet quarterly at each meeting 

to demonstrate when and why they were used.  

 

A62/17  Date of Next Meeting:  Thursday 21 June 2018 

120. There being no other business, the meeting was declared closed at 18:55pm. 

 

 

 

Signed  ………………………… 

 

 

Date  ………………………… 


