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LEEDS CITY COLLEGE GROUP 
 

 
MINUTES OF THE MEETING OF THE 

AUDIT COMMITTEE 
 HELD ON FRIDAY 8 DECEMBER 2017 

 
 
Present 
Julie Drake   Co-optee 
Cherry Fricker (Chair)  Governor 
John Toon   Governor 
 
The quorum for the meeting was three members (with a minimum of two governors) 
 
In Attendance 
Lydia Devenny  Deputy CEO Services 
Rebecca Gee   RSM (internal auditors) 
Melanie Halstead  Clerk to the Board 
Mark Hilton   Head of Finance (Leeds College of Music) 
Alastair Newall  KPMG (external auditors) 
Clare Partridge (items 1-6) KPMG (external auditors) 
Lisa Smith   RSM (internal auditors) 
Kirsty Spark   Deputy Director, Financial Resources 
Tracy Waite   Head of Financial Accounting 
 
The meeting was held at the Printworks Campus and started at 9.30am 
 
CLOSED SESSION WITH AUDITORS 
 
At the start of the meeting the auditors were provided with an opportunity to meet with the 
committee in the absence of college management.  No issues were raised. 
 
MEETING ADMINISTRATION 
 
1. Apologies for Absence 

 
Apologies for absence were received from Jonathan Booth (Co-optee) and Colin Booth 
(Chief Executive & Principal). 

 
2.  Declaration of Interests in any Agenda Items 

 
Members of the committee were reminded of the requirement to declare their interest in any 
agenda items; there were none. 
 

3.  Minutes of the Meeting of the Audit Committee held on 22 September 2017 
 

RESOLVED: 
That the minutes of the meeting of the Audit Committee held on 22 September 2017 be 
approved as an accurate record and be signed by the Chair. 

 
4.  Matters Arising 
 

Members considered the rolling list of actions/matters arising from previous meetings; all 
identified items had been or were on schedule to be completed in accordance with agreed 
timescales. 
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At a previous meeting the committee had queried whether the accounts of White Rose 
Academies Trust should be consolidated with those of Leeds City College (as sponsor of 
the Trust).  KPMG advised that this was not required as overall control of the Trust rests 
with the Secretary of State rather than the college as sponsor. 
 

EXTERNAL AUDIT AND ASSURANCE 
 
5a. Audit Highlights Memorandum and Management Letter for financial year ended 31 

July 2017 
 

KPMG presented the findings of their audit of the Leeds City College group’s consolidated 
financial statements and their regularity audit work for the financial year ended 31 July 
2017.  KPMG confirmed that they anticipated issuing clean audit opinions on the financial 
statements and regularity audits.  Testing carried out by the auditors had identified a non-
material matter relating to the authorisation process for credit card transactions and one low 
priority recommendation relating to IT user access; management had accepted both of 
these points and would implement the necessary actions by the end of January 2018.  In 
response to a query from members, the Deputy Director of Financial Resources confirmed 
that spending limits were in place for college credit cards. 

  
The committee explored the accounting judgement relating to pensions and spent some 
time discussing this with KPMG.  The pension deficit within the funded LGPS had improved 
through the year by £9m and KPMG’s Actuarial team had therefore reviewed the 
assumptions making up this calculation.  Overall, KPMG were satisfied that the college’s 
estimates were reasonable, albeit at the optimistic end of this range. 

 
There were no significant matters arising from the audit of Leeds College of Music (LCoM).  
As in previous years, and as a result of LCoM having a relatively small level of cash 
balances, KPMG had requested that Leeds City College (LCC) provide a letter of 
continuing financial support to provide assurance for the financial position and going 
concern of the company.  It was explained to the committee that the small level of cash 
balances was due to the timing of Student Loan payments to LCoM. 

RESOLVED: 
That KPMG’s audit highlights memorandum and management letter for the financial year 
ended 31 July 2017 be recommended for approval by the board. 

 
5b. Draft Report and Financial Statements for year ended 31 July 2017 
 

The committee reviewed the draft report and consolidated financial statements for the year 
ended 31 July 2017, including the operating and financial review, statement of corporate 
governance and internal control, statement of regularity, propriety and compliance and the 
statement of responsibilities of the members of the Corporation. 
 
Committee members queried the college’s payment performance, as referenced within the 
report.  The Deputy CEO Services advised that the college’s performance in paying 
invoices within 30 days (92.8%) compared favourably against other colleges in the sector 
 
The group delivered an operating surplus in the year ended 31 July 2017 of £14.9m (after 
accounting for the recognition of capital grants of £19.3m).  The group’s reported income 
from tuition fees and funding body grants increased from the previous year by £3.8m, 
reflecting growing student numbers.  Operating expenditure increased by £3.6m, reflecting 
the increased costs of delivering the growing student and learner programmes in the year.   
 
It was noted that the group had Net Assets as at 31 July 2017 of £63.9m, significantly 
improved from the previous year (£36.4m), reflecting the significant capital development 
growing the tangible fixed asset base, alongside a substantial improvement in the pension 
liability. 
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RESOLVED: 
To recommend the report and financial statements for the year ended 31 July 2017 to the 
board for approval, subject to minor presentational issues being corrected. 

 
5c. Draft Letter of Representation to External Auditors for year ended 31 July 2017 
  

KPMG presented their representation letter in connection with their audit of the financial 
statements.  It was confirmed that the letter was standard in nature with no additional 
representations required from the college. 
 
RESOLVED: 
That the representation letter to KPMG for the year ended 31 July 2017 be recommended 
for approval by the board. 

 
6. Leeds City College Group – Going Concern 
 

The committee discussed at length the approach to the assessment of the group as a going 
concern for the financial years 2017/18 and 2018/19.  In relation to working capital 
requirements, it was noted that the Quarry Hill project put additional pressure on working 
capital as the LEP grant could only be claimed after the expenditure has been incurred.  To 
mitigate the associated risks, the group had secured a revolving credit facility (RCF) with 
Santander.  The committee were advised that Santander would also be willing to provide 
further credit facilities in the form of a bridging loan to support the group pending planned 
property sales.  It was reported that, subject to the sale of the Horsforth campus to the 
ESFA going ahead in March 2018 at the previously agreed sale price, the RCF would be 
sufficient until spring 2019.  Should the Horsforth sale not proceed as and when 
anticipated, the group would seek to bridge the sale proceeds from November 2018 until 
such time that the sale completed. 

 
College management had discussed a range of scenarios and options with the auditors and 
the committee received confirmation from KPMG that they were satisfied with the 
information provided to them by the college.  Having considered the cash projections, the 
plans for growth, and the support available from Santander, the committee was satisfied 
that the preparation of accounts on a going concern basis was appropriate. 

 
7. Annual Reviews for financial year ended 31 July 2017 – White Rose Resourcing Ltd 

and Leeds ATA Ltd 
 

The committee received a paper summarising the activity and performance of White Rose 
Resourcing, a wholly owned subsidiary of Leeds City College, for the year ending 31 July 
2017.  It was noted that the company had made a modest loss of £58k in the year; this was 
in line with expectations.  Members were reminded that the company was established with 
the purpose of providing agency workers to the college, with VAT savings being the main 
driver.  The Deputy CEO Services advised the committee that White Rose Resourcing was 
expected to break even in 2017/18 and would be kept under review to ensure that it 
remains of benefit to the college. 

  
The committee also considered a summary of the activity and performance of Leeds 
Apprenticeship Training Agency (ATA), a wholly owned subsidiary of Leeds City College, 
for the year ending 31 July 2017.  The company had made a financial loss of £11k due to 
insufficient volumes of apprentices to cover the costs of the staff member who administers 
the service. 
 
RESOLVED: 
To note the activity, performance and annual accounts of White Rose Resourcing Ltd and 
Leeds ATA Ltd for the financial year ended 31 July 2017. 
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INTERNAL AUDIT AND ASSURANCE 
 
8. Internal Audit Progress Report 
 

RSM presented, for information, their internal audit progress report.  There were no 
changes to the 2017/18 audit plan.  It was reported that whilst the timing of some individual 
reviews had been changed in consultation with college management, all of the audit work 
would be completed by the end of the academic year. 
  
Committee members welcomed a briefing from RSM on emerging issues in the further 
education sector.  The Clerk undertook to check the college’s compliance in relation to the 
information required to be published on its website. 
 
RESOLVED: 
To note the internal audit progress report. 
 

9. Internal Audit Visit Reports 2017/18 – Corporate Governance and Project 
Management 

 
RSM presented the reports produced following their reviews of Corporate Governance and 
Project Management.  Both reports provided ‘substantial’ assurance, with no audit 
recommendations having been identified. 

  
The Corporate Governance review had focused on the new group governance 
arrangements, with much positive feedback identified by RSM.  The auditors commented 
that the group’s development of its governance structure and reporting frameworks was 
more advanced that many of their other FE clients, demonstrating an awareness and 
forward-thinking approach. 

 
The Project Management review had focused on the development and oversight of the 
Quarry Hill project.  The report identified that the project was being robustly managed and 
overseen at all levels of the group through operational level reporting and progress 
meetings and accountability to the Property Strategy Committee and the Group Board. 
 
RESOLVED: 
To receive and note the Corporate Governance and Project Management internal audit 
reports produced by RSM. 

 
RISK MANAGEMENT AND GOVERNANCE 
 
10. Draft Audit Committee Annual Report 
 

The committee agreed its annual report to the Corporation and its Accounting Officer for the 
year ended 31 July 2017.  The report had been prepared in accordance with the 
requirements of the Post-16 Audit Code of Practice and confirmed the committee’s opinion 
that the college had adequate and effective assurance arrangements, framework of 
governance, risk management and control processes. 
 
RESOLVED: 
That the committee’s annual report for the year ended 31 July 2017 be agreed for 
presentation to the Corporation and Accounting Officer. 

 
11. Risk Management 
 

(a) Strategic Risk Register 2017/18 
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The Deputy CEO Services presented the group’s strategic risk register as at December 
2017.  A thorough discussion followed, particularly around the two red risks which related to 
group finances (cash flow) and the group’s ability to resource its property strategy.  The 
committee also discussed an amber risk relating to apprenticeship growth and agreed that 
this be highlighted at the next board meeting for governors’ attention. 
 
Previously the Audit Committee had received ‘deep dive’ reports on specific risks 
throughout the year.  It was suggested that going forward the local/subsidiary boards be 
encouraged to request such reports on the key risks within their remit, the results of which 
being reported back to the Audit Committee and Group Board. 
 
In terms of the format of the group risk register, members asked that future versions identify 
the board/committee oversight and executive lead for each risk.  The Deputy CEO Services 
undertook to action this for the next meeting. 
 
RESOLVED: 
That the group strategic risk register be recommended for board approval.  

 
(b) Emerging risks impacting on internal audit plan 

 
None identified. 

 
12. Monitoring of Prior Audit Recommendations 

 
The committee received the regular report on the progress made in implementing agreed 
audit recommendations, noting that good progress had been made.  Two actions were 
behind schedule and it was confirmed that both would be completed by the end of January 
2018. 
 
RESOLVED: 
To note the progress made by management in implementing agreed audit 
recommendations and to agree a revised timescale of January 2018 for the two internal 
audit actions currently behind schedule. 

 
(Attendees from KPMG and RSM withdrew from the meeting for the remaining item of business) 
 
13. Procurement of External Audit Services 
 

The Deputy CEO Services presented a paper outlining the proposed procurement and 
tendering process for the appointment of external auditors for the year ending 31 July 2018.  
Committee members would interview shortlisted firms in March 2018.  The Deputy CEO 
undertook to share the proposed shortlist with committee members. 
 
RESOLVED: 
To approve the proposed procurement and tendering process for external audit services 
utilising the Crescent Purchasing Consortium (CPC) framework agreement.   

 
 
 
The meeting closed at 11am 
 
 
 
Signed:………………………………………..…(Chair) Date:……………………………………… 
 


