STEPHENSON COLLEGE

AUDIT COMMITTEE

TERMS OF REFERENCE

1.
Constitution


The Corporation hereby resolves to adopt the following terms of reference for the Audit Committee.

2.
Objective

2.1
The Committee shall ensure that the internal control systems, including audit activities, of the Corporation and any of its subsidiaries is monitored actively, independently and objectively in order to :

· improve the effectiveness of the College’s internal controls;
· reinforce the independence and effectiveness of the internal audit function;
· provide a sounding board for College management on issues of concern in connection with the College’s internal control systems;
· advise on the effectiveness of the college’s system of risk management
· advise on the reliability of the College’s information systems;
· underpin the objectivity and independence of the financial statement auditors and the funding auditors;
· increase public confidence in the objectivity and fairness of the Corporation’s financial reports and in the quality of the College’s corporate governance.
2.2
To provide a medium of communication from the Corporation’s auditors, which is not controlled by College management.

3.
Membership

3.1
The Committee shall be appointed by the Corporation and consist of  five people including:

· Corporation Members (excluding members of the Corporation’s Finance Committee, the Chair of the Corporation, the Principal and any Co-opted Members who are members of the College’s senior management); and

· Up to two co-opted external members.

At least one member must have relevant financial/audit expertise as required by the LSC.

3.2
A quorum shall be two and for a meeting to be quorate the co-opted members must not be in the majority.

3.3
The Chair of the Committee shall be appointed by the Corporation.

3.4
The Senior Management Team shall attend to provide information.

4. Attendance At Meetings

4.1
The internal auditor, financial statements auditor and funding auditor shall all be entitled to attend and speak at all meetings of the Committee (but not to vote)

4.2 Members of the college Senior Management Team shall normally attend meetings at the invitation of the Committee. 

4.3 The Committee shall have the power to invite such other persons to attend meetings as may be desirable and necessary.

4.4 Other Corporation members shall have the right of attendance.

4.5 The Committee may, when they are satisfied that it is appropriate, go into confidential session (with or without representatives of any of the audit services) and exclude any, or all, participants and observers, except the Clerk to the Committee.

4.6
The Deputy Clerk to the Corporation shall be Clerk to the Committee.

5.
Frequency of Meetings

5.1
Meetings shall be held to fit with the planning and reporting cycles of internal and external audit, normally at least twice a year.  The internal, financial statements or funding auditors may request a meeting if they consider that one is necessary and the Committee will endeavour to comply with such requests.

6.
Authority

6.1
The Committee is authorised by the Corporation to investigate any activity within its terms of reference.  It is authorised to seek any information it requires from internal audit, financial statements audit, funding audit, subcontractors, any Corporation members, committee of the Corporation or employee of the College and all Corporation members and employees of the College are directed to co-operate with any request made by the Committee.

6.2
The Committee is authorised by the Corporation to obtain outside legal or other independent professional advice and to secure the attendance of outsiders with the relevant experience and expertise if it considers this necessary provided that the committee may not incur direct expenditure in this respect in excess of £ 2000 without the prior approval of the Corporation.

7.
Duties


The duties of the Committee shall be :

7.1
Internal Audit

· to advise the Corporation on the appointment, remuneration, re-appointment or dismissal of the internal auditors (and head of internal audit, if applicable), the scope of their work and their other terms of engagement;

· to advise the Corporation on the adequacy and effectiveness of the College’s internal control systems, including risk management, control and governance processes and controls for securing economy, efficiency and effectiveness (value for money);

· to consider and advise the Corporation on internal audit reports and management letters;

· to monitor, at appropriate intervals after finalisation, the implementation of approved recommendations relating to the internal audit reports and management letters;

· to monitor the effectiveness of the internal audit service through the setting and monitoring of performance indicators;

· to consider and advise the Corporation on the audit needs assessment, and strategic and short term audit plans for the internal audit service;

· to discuss problems and reservations arising from the internal audit reports and any matters which the internal auditors may wish to discuss (in the absence of management where necessary);

· to ensure that the internal audit service is adequately resourced and has appropriate standing within the Corporation.

7.2
Financial Statements and Funding Audits

· to advise the Corporation on the appointment, remuneration, re-appointment or dismissal of the financial statements auditors;

· to advise the Corporation on the scope and objectives of the work of the financial statements auditor and the funding auditor

· to consider and advise the Corporation on annual reports and management letters of the financial statements auditor and the funding auditor and the management’s responses to these;

· to monitor, annually or more frequently if necessary, the implementation of approved recommendations relating to audit reports and management letters;

· to monitor the effectiveness of the financial statements audit service through the setting and monitoring of performance indicators;

7.3
General

· to ensure effective co-ordination between the internal audit, the funding auditor and the financial statements auditor including whether the work of the funding auditor should be relied on for internal audit purposes;

· to receive, and advise the Corporation on, any relevant reports from the National Audit Office, the Learning Skills Council, other funding bodies and where appropriate, management’s responses to these;

· to consider and, if appropriate, investigate, or commission investigations into, any complaints relating to alleged fraud or other financial irregularity or malpractice at the College in accordance with the College’s code of practice and procedures;

· to be informed of all additional services undertaken by the internal auditors, financial statements auditors and the funding auditors;

· to consider other topics, as determined from time to time by the Corporation.

8.
Reporting Procedures

8.1
The Clerk to the Committee shall circulate minutes of the meetings of the 
Committee to all Corporation Members.

8.2
The Committee shall provide a report of its work to the Corporation, annually 
or more frequently, if necessary.

8.3
The annual report should include (as appropriate) :

· Introduction

· Membership of the audit committee, highlighting any changes

· Summary of when meetings were held

· Terms of reference of committee, highlighting changes

· Reviews of reports of internal audit service

· Review of effectiveness of the system of risk management

· Review of management letters of financial statements and funding auditors

· Review of other work done, for example, council reports, National Audit Office reports, Value for Money work

· Any other relevant matter

· Audit committee’s opinion to the governing body on the adequacy and effectiveness of the college’s internal control system and the extent to which they can rely on it.
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