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Introduction

1
This paper is to update colleges and their audit committees on the status of development of the regularity audit approach.

Background

2
Circular 03/15, Plan-led Funding for Further Education proposed a series of changes as a result of the introduction of plan-led funding.  Circular 04/02 reported on the outcomes of the consultation of Circular 03/15 and confirmed that for those colleges eligible for plan-led funding, there would be an end to retrospective clawback and hence an end to the detailed funding audit.  The circular announced that regularity audit would be introduced as part of the proposals for assurance to replace the funding audit.

Regularity audit and changes to the Audit Code of Practice

3
The Learning and Skills Council (LSC) is working with consultants on its headline proposals for assurance over the use of its funds through redevelopment of the Audit Code of Practice (the Code).  The LSC is at an advance stage of consulting with groups of auditors and college representatives on the proposals for regularity audit, and also on the resulting changes to other areas of the Code. 

4
Proposed changes to the Code result mainly from the introduction of plan-led funding (and hence regularity audit) and the LSC’s commitment to reducing bureaucracy.  It is intended that a document detailing these changes will be issued to the sector for formal consultation in mid to late June, with an eight week consultation period.  Following the receipt of responses the Code for 2004/05 will be revised and issued in September 2004.

Timing of regularity audit

5
One of the main issues of which colleges and their audit committees need to be aware is the timing of the regularity audit work and the impact this is likely to have on the work of audit committees.  Clerks and audit committee chairs need to be aware of this when scheduling their meetings for 2004/05 and 2005/06.

6
As noted in Circular 03/15, the LSC in common with all public bodies is subject to HM Treasury’s Faster Closure agenda.  This agenda requires the LSC to place its audited annual financial statements before Parliament before Parliament rises for its summer recess, typically in July each year.  This new reporting timetable will apply to the LSC’s financial year ending 31 March 2006.

7
In order to meet the Faster Closure agenda the NAO, as the LSC’s financial statement auditors, require the LSC to obtain timely assurances from providers as at 31 March.  The LSC will therefore require regularity auditors to deliver an interim opinion to 31 March 2006 as well as a final opinion to 31 July 2006, to tie in with the use of funds statement given by colleges’ own financial statements auditors.

8
This may represent a significant change to the cycle of audit committee meetings for 2005/06.  Audit committees are likely to need to consider the interim regularity audit report by April or May 2006 in order that it is with the LSC by the end of May 2006.  These timetables should be in place for 2005/06.

9
In respect of 2004/05 the timetable for regularity audit will be slightly more relaxed; the LSC will be looking to receive the regularity audit opinion by summer 2005.  Audit committees will therefore need to consider this in late spring / early summer.

Summary

10
This note should be taken as advance notification of the forthcoming consultation document and some of the changes that will impact on colleges.  Full details will be included in the consultation document to be issued in June 2004.

Louise Mellor

Director, Assurance Policy
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