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2.3

DRAFT Audit Committee Report to Court, December 20@

Introduction

In line with good governance practice, the Audin@nittee has in recent years
submitted an annual report to Court. This providebrief overview of the
Committee's work in the course of the year. Cilgiat reflects the
Committee's assessment of the adequacy and eéreBs of the institution's
internal control system and the extent to whichdbeerning body can rely on
that system. This annual report summarises th& wbthe Committee for the
year up to and including its meeting on 4 Noven2i#)9.

Summary of the Year's work

Member ship of the Committee

There have been changes to the membership of ehemitee this year. In
February, Kevin Sweeney took over the chairmanslsipcceeding Tom
O'Connell, and in May the Committee was joined Wwg hew members, Paul
Brady and Neil Menzies. As at November 2009, masibp of the Committee
was: Kevin Sweeney (chair), Paul Brady, Hamishh@ef Margot Manson,
Neil Menzies and Elizabeth Simpson. Margot Marsopériod on the
Committee ends in November 2009 and a successdr wial Nominations
Committee, be recommended to the February meefi@port. The Committee
would like to place on record its appreciation oargot's contribution to the
work of the University over the last 4 years.

Review of Effectiveness

With a new chairman, and two new members, the Cdteenielt it important to
review its own effectiveness, and this exercise Ib@sn taken forward with
assistance from Deloittes. An important outcomelieen a commitment by the
Committee to brief itself more fully on the busiaesf the University. It has
therefore instituted a series of discussions WithWniversity's senior managers,
starting with the Principal, Secretary, DirectorFohance and Group Financial
Controller. While maintaining a high level of indamlence from the Executive
and the Governing Body (just one of the six memlugrghe committee is a
member of Court), the Committee will continue tketasteps to ensure that all
members are well briefed on the strategic issutsctaig the University. As
part of this, Audit Committee members will in fuguroutinely be invited to
attend Court induction sessions.

Financial Accounts

The Committee has reviewed the University's actodor 2008/09 and the
commentary thereon, together with the audit resté{sort prepared by the
external auditor, Ernst & Young. The audit opinias unqualified and, for the
fourth successive year, the accounts reflect anatipg surplus.
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Internal Audit Activity, 2008/09

The Committee has continued to devote a substaatiaof its time to the work
of Internal Audit, a service provided by Deloittels1 the course of this year, the
Committee has:

e reviewed the outcome of each new internal audibnepand noted the
principal areas requiring attention;

e required the Director of Finance and the SecretryCourt to report
regularly on progress in implementing internal avecommendations; and

o exceptionally, invited other University managersattend the Committee to
account for the action they are taking in respotesesignificant audit
recommendations.

Two years ago, the Committee recorded its conerithe relatively high

proportion (24%) of Priority 1 recommendations appey in internal audit

reports. At that time, the University's senior ngers showed a clear
commitment to address Internal Audit's recommendatiand the Committee
believes good progress has been made. The lastaars' audits have included
fewer Priority 1 recommendations (10% in 2007/08 @%6 in 2008/09), and the
Committee has therefore been able to focus moentaih on these and to
monitor more closely the management response.

Internal Audit Plan, 2009/10

At its October 2009 meeting, the Committee considean internal audit plan
that had been drafted by Deloittes in consultatioiih the Secretary of Court
and Director of Finance. The Plan has been modibeeflect the Committee's
input. It places emphasis on testing the efficyeaicd effectiveness of corporate
systems, rather than simply monitoring compliaigéine with the Committee's
guidance, the Plan affords greater weight this y@aalue for money.

Risk Management

Risk management workshops, at University and FEadelvel, have been a
feature of internal audit work since Deloittes toasponsibility for Internal
Audit in 2006. The Audit Committee has discusgesltop-rated strategic risks.
It is concerned that there should be greater glayit responsibility for risk
management in the University and has asked thateflegant senior executive
officers be required to provide statements to thecipal confirming that they
have assessed strategic risks and are taking apieaction to manage them.

Adequacy and Effectiveness of Internal Control

On the basis of the internal audit work undertaiketine course of the year, and
of the comments of the external auditors on the vehsity's financial
statements, the Audit Committee believes that théisity has, in general, an
adequate system of internal control.

DN, 27.10.09



