Annex D

The Roles of the UK HE Funding Bodies in Assuring Governance and Risk: a Note for Clerks

The Chief Executives of the UK Higher Education Funding Councils (the 'Council') are also their Council’s Accounting Officers.  As Accounting Officers they are responsible for ensuring the proper and efficient use of public funds by their Council, by institutions and by others who receive Council funds. The terms and conditions for the payment of funds by the Councils to institutions are set out in a Financial Memorandum between the Council and each individual institution. The Councils also issue an Accountability and Audit Code of Practice that applies to all institutions in receipt of Council funds, and mandatory requirements in the Accountability and Audit Code of Practice are also conditions of funding under the Financial Memorandum. 

The Council Chief Executive must be satisfied that the governing bodies of the institutions funded by the Council have appropriate arrangements for risk management, internal control and corporate governance. The Council’s Audit, Assurance or Governance and Management; Appraisal and Policy Service (the “Assurance Service”) are responsible for evaluating these arrangements at institutions, and for giving assurance on those arrangements to the Council Chief Executive (as Accounting Officer) and to the Board of the Council via their Audit Committee. 

The Assurance Service will annually assess the extent to which each institution’s audit and related reports, supported by any other relevant information, demonstrate the effectiveness of risk management, internal control and corporate governance arrangements. These annual accountability assessments will not normally involve a visit to the institution unless the required reports have not been provided to the Council or the reports reveal matters of concern. Details of the reports and returns from institutions that form the basis of the annual accountability assessment are provided in the Financial Memorandum, the Accountability and Audit Code of Practice and accountability related circulars issued periodically by each Council.

The Assurance Service will periodically visit each institution to gain an overview of the adequacy of their risk management, internal control and corporate governance arrangements and to assess the extent to which reliance can be placed on the institution’s accountability reports/processes and assurances.  The frequency and scope of the Assurance Service visit varies between Councils. In general, the frequency and nature of Assurance Service review visits are determined by reference to the outcomes of the annual accountability assessments and the assessment of the reliance that can be placed on the work carried out by each institution’s internal and external auditors. 

The Council for England, following their consultation in 2005 on 'Accountability for higher education institutions' (HEFCE Circular 2005/31), have revised their Assurance Service review arrangements. These new arrangements will apply in England from October 2007 and further details of the HEFCE Assurance Review (the 'HAR') are provided in HEFCE circular 2006/25.

The Council in England, through a service level agreement, provides assurance service work to the Department for Employment and Learning in Northern Ireland. Therefore, as guidance, clerks for institutions in Northern Ireland should assume that the HAR arrangements in England will apply to Northern Ireland institutions from October 2007.

The Council for Scotland have updated their Financial Memorandum with effect from 1 January 2006 and the overview of an Assurance Service visit provided in the following paragraphs does not apply to institutions funded by the Council for Scotland. Further details of the Scottish Funding Council’s accountability and assurance approach are provided in their accountability circulars in particular SFC/14/2005 Financial Memorandum Mandatory requirements, SFC/79/2006 Strategic Dialogue with Individual Institutions and SFC/10/2007 Governance and Management Matters.

The Council for Wales will be updating their Financial Memorandum with institutions and their Audit Code of Practice during 2007/2008. The following paragraphs provide an overview of the existing triennial Assurance Service visits in Wales, England and Northern Ireland subject to the changes to be introduced by the HAR from October 2007.

An Assurance Service review visit will normally be planned and agreed some months ahead and an outline of the review scope and approach will be provided in advance. This outline will indicate the documentation required in advance of the visit and the key people that the Assurance Service will want to meet during the visit. These key people may include some if not all of the following:
· 
The head of institution as the institution’s designated officer

· 
Chair or deputy chair of the governing body

· 
Chair or deputy chair of the audit committee

· 
Head of internal audit

· 
External audit manager or partner

· 
Director of finance

· 
Clerk to the board of governors

· 
Other senior managers as relevant responsible for areas such as strategic planning, annual monitoring statements, data returns, procurement, risk management, estates etc.
The Assurance Service will be seeking to ensure that the institution has effective arrangements in place for the core areas of: governance, audit, financial management, strategic management, and risk management. 

The documentation and background information requested prior to the visit to cover these core areas will normally include: 

· 
Copies of the most recent annual accountability returns normally submitted to the Council (if not yet received) 

· 
Chart of management and governance structure

· 
Internal audit strategy, operational plan and recent assignment reports

· 
Risk management policy and key risk register

· 
Instrument and articles of government or equivalent

· 
Membership and terms of reference of governing body committees

· 
Minutes of meetings during 12 months prior to the visit for the governing body and all/some of its committees

· 
Copy of financial regulations and description of budgeting process

· 
Copy of most recent management accounts

· 
Copy of value for money policy and/or strategy

· 
Copy of most recent procurement annual report.
This documentation will not be required for HAR visits from October 2007. The HAR visit will normally last one day and will focus on looking at and discussing with the key people noted above the supporting evidence for the accountability returns and assurances provided by the institution to the Council.

The Assurance Service will verbally feed back observations in a closing meeting at the end of the visit and will subsequently send the institution a draft report, normally within a month, giving an opinion on the areas reviewed and making recommendations where relevant. The Assurance Service will not provide an assurance opinion about the whole system of risk management, internal control and corporate governance as that is the role of the institution’s internal audit service.

Institutions are asked to respond to the Assurance Service report within one month and these responses and the agreed action plan for improvements where relevant are incorporated into the final report issued to the institution’s designated officer and audit committee. The report recommendations are normally followed up by the Assurance Service one year later or sooner if there are fundamental issues. Final versions of these reports are presented to the Council chief executive and summaries made available to the Council audit committee.
�  This Annex was provided by Bethan Owen, The Head of Risk Assurance at HEFCW together with risk assurance colleagues in all the UK funding councils.
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