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BOARD OF GOVERNORS

AUDIT COMMITTEE

TERMS OF REFERENCE

1.0 PURPOSE

1.1	The Audit Committee will advise and support the corporation:
1.1.1	To meet its responsibilities in respect of the effective and efficient use of resources, the solvency of the institution and the corporation, and the safeguarding of assets.
1.1.2	On the adequacy and effectiveness of the assurance framework.  
1.1.3 	In explaining in its annual accounts, the measures taken to ensure it has fulfilled its statutory and regulatory responsibilities in the required format (as per the accounts direction). The college accounts direction sets out ESFA’s specific requirements including the required format of the corporation’s statement of corporate governance and internal control.	
1.1.4  In all its work the Audit Committee will consider HM Treasury’s Guidance following the ONS reclassification of FE colleges into the public sector. 

2.0 POWERS 

2.1 The Corporation is required to have an Audit Committee by the Articles of Government (Article 5(5)).

2.2 In order to exercise its role, the Audit Committee will have authority to:

2.2.1 Investigate any activity within its terms of reference.

2.2.2 Seek any information it requires from the internal audit service, the financial statements auditor, governors, committees and College Group employees, plus relevant information from subcontractors and other third parties.

2.2.3 Obtain external professional advice and to secure the attendance of outsiders with the relevant experience and expertise if it considers it necessary.

2.3 	The Committee has a responsibility to not adopt an executive role.

2.4	All responsibilities of the Committee are to be regarded as advisory, except in the case of specific items, with clearly defined limits, which may be delegated by the Corporation from time to time.  Consequently, all decisions of the Committee shall be referred to the Corporation for confirmation, except for those specifically delegated, which shall be reported to Corporation. 

3.0 TERMS OF REFERENCE
3.1	The Terms of Reference comply with the Post-16 Audit Code of Practice (March 2023) and the UK Corporate Governance Code (April 2018).

3.2 	Audit / Assurance duties

3.2.1	To assess and provide the corporation with an opinion on the adequacy and effectiveness of the college’s audit arrangements, framework of governance, risk management and control, and processes for the effective and efficient use of resources, the solvency of the institution and the safeguarding of its assets.
3.2.2	To advise the corporation on the appointment, reappointment, dismissal and remuneration of the external auditor, reporting accountant and other assurance providers (if applicable) and establish that all such assurance providers adhere to relevant professional standards.

3.2.3 	To inform the corporation of any additional services provided by the external auditor, reporting accountant and other assurance providers (if applicable) and explain how independence and objectivity were safeguarded.

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

3.2.5	To oversee the college’s policies on fraud, irregularity, impropriety 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 committee; that the external auditors (and internal auditor if applicable)   has 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 ESFA; and that risks around fraud have been identified and controls put in place to mitigate them.

3.2.6	To produce an annual report for the corporation summarising the committee’s activities relating to the financial year under review including: a summary of the work undertaken by the committee during the year; any significant issues arising up to the date of preparation of the report; and any significant matters of internal control included in the reports of audit and assurance providers; 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 corporation’s assurance arrangements, framework of governance, risk management and control processes for the effective and efficient use of resources, solvency of the institution and the safeguarding of its assets. The annual report must be submitted to the corporation before the Statement of Corporate Governance and Internal Control in the accounts is signed. 

3.2.7	To advise the corporation on the scope and objectives of the work of the Internal Audit Service (IAS), the external auditor, reporting accountant and other audit and assurance providers (if applicable).

3.2.8	To consider and advise the corporation on the audit strategy and annual internal audit plans for the IAS.

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

3.2.10	To establish, in conjunction with college management, relevant annual performance measures and indicators, and to monitor the effectiveness of the IAS and external 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.

3.2.11	To report to the corporation, 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. 


4 MEMBERSHIP

4.1   	The Committee shall consist of five members.

4.2	All members of the committee shall be entitled to vote.

4.3	Collectively, members of the committee should have recent, relevant experience in risk management, finance, audit, and assurance.

4.4	The following persons may NOT be members of the Audit Committee:

4.4.1	Governors with significant financial interests in the College Group as determined by the Corporation.

4.4.2	The Group Principal/ CEO, senior postholders and staff who have significant executive, management, financial or budgetary responsibilities.

4.4.3	Employees or partners or those with a significant interest in any of the College Group’s professional advisers or suppliers of other significant goods or services.

4.4.4	The Chair of the Corporation.

4.4.5	Staff Governors.

4.5	The Corporation will determine the membership of the Committee.

4.6	The appointed members will hold office for two years and will be eligible for re-appointment thereafter.

5.0 CHAIR AND VICE-CHAIR

5.1 The Committee will appoint a Chair and a Vice-Chair from amongst their number, subject to the approval of the Corporation.

5.2 The Chair and the Vice-Chair shall each hold office for two years but shall be eligible for re-appointment thereafter.

6.0     QUORUM

6.1 Meetings of the Committee will be quorate if three committee members are present.

7.0     PROCEEDINGS OF MEETINGS

7.1	The Committee will meet at least three times in each College Group year; the frequency and timing of meetings will also to be determined by the Committee business and the planning and reporting cycle of the internal and financial statements audit. Additional meetings will normally be called by the Chair of the Committee.  A representative of the internal audit team or external audit team will have a right of access to the Chair of the Committee and have a right to ask the Group Principal/CEO or Chair, as appropriate, through the Director of Governance, to convene a meeting and vice versa.

7.2 	Meetings will be clerked by the Director of Governance, who will also maintain the official record of the meetings, minutes, and attendance of the Committee.

7.3 	In accordance with the Instrument and Articles of Government (1h), presence at the meeting may include by phone or video conference facilities.

7.4	All matters to be decided at a meeting of the Committee will, unless there is clear unanimity on that matter, be decided by a majority of the members present and voting.

7.5	Non-confidential sections of meetings will be open to the public to attend by application to the Director of Governance or Chair at least four days before the meeting, subject to the requirements of necessary confidentiality.

7.6 	The Group Principal/CEO and/or other senior manager who is responsible for the College Group’s internal control procedures will normally attend meetings at the invitation of the Committee, and the Committee will have the power to invite such other persons to attend meetings as may be desirable and necessary.  Attendance will include senior managers from any part of the College Group’s system of internal control under examination.

7.7 	Governors who are not members of the Committee have the right to attend meetings, save that the Committee may, when it is satisfied that it is appropriate, go into confidential session and exclude any or all non-committee members and observers.

7.8 	The head of internal audit should normally attend, as a minimum, all meetings where internal audit plans and reports are to be discussed.  The financial statements audit partner should normally attend any meetings where the management letter or other report is being considered.  If the head of internal audit or financial statements audit partner is unable to attend, a suitable representative should attend with prior agreement from the Chair of the Committee.

7.9	The Committee will meet in the absence of the financial statements and internal auditors when the appointment and remuneration of the auditor is being discussed.

7.10	The attendance of observers at Audit Committee meetings except as provided in these terms of reference is not permitted.
	
8.0 	REPORTING

8.1	The Audit Committee shall report to the Corporation.

9.0	   TERMS OF REFERENCE REVIEW

9.1	The Review of the Terms of Reference normally will be every two years or earlier as required.
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