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HERTFORD REGIONAL COLLEGE           




           


MINUTES OF THE MEETING OF THE AUDIT COMMITTEE 
WEDNESDAY 23 NOVEMBER 2022
BY VIDEO-CONFERENCE
694 
PRELIMINARY PROCEDURAL MATTERS
694.1 Attendance, Apologies & Welcome
Present: 
John Sills

(Chair)




Charlotte Simmonds
Judith Wickes


In Attendance: Andrew Clare

(Deputy Principal Finance & Resources) (Except Item 690.3b)
Jayne Chaplin 
(Clerk to the Corporation)
Leisyen Cox

(Scrutton Bland - IAS) 

       (Except Item 694.3a)
Mark Eagle

(MacIntyre Hudson – EAS)

     (Except Item 694.3a)
Paul Goddard

(Scrutton Bland - IAS)
Rajeev Shaunak
(MacIntyre Hudson – EAS)

     (Except Item 694.3a)

         

All were welcomed to the meeting.

694.2 Declaration of Interests

   No interests were declared

694.3 Private Meetings

694.3a Officers without Auditors Present
 In respect of:

· The IAS, it was confirmed that experience remained positive and continued to add value, particularly highlighting and expressing appreciation for its flexible and responsive approach to the recent rescheduling of two reviews to the spring term.
· The EAS, in the context of discussions of the prior year review, members were advised how the review of Financial Statements continued to be largely driven by the College contrary to expectations of a more normal way of working post-pandemic. It was agreed that in future an on-site wrap up meeting should be scheduled, which should include the opportunity to meet with the Principal, lamenting how this still not taken place.

494.3b Auditors without Officers Present


In respect of:

· Internal Audit Service, members were advised that experience had remained smooth with College Management responding positively. 

· External Audit (Financial Statements) Service, it was confirmed that process had remained smooth with College Management responding positively.


694.4 Minutes & Matters Arising
694.4a Minutes of the Meeting 

The Minutes of the meeting of the 22 June 2022 were approved as a correct record and signed by the Chair.

694.4b Matters Arising
After observing those items appearing elsewhere on the agenda (Minute 696.1bii refers) and that the audit recommendations tracker was to be presented to the spring term meeting, it was acknowledged that there were no further on which to report. 
695
ACADEMIC YEAR 2021/22 – COMPLIANCE & YEAR-END
Reviewing performance for year to date audit activity, reports were presented comprising:

695.1 Post-16 Audit Code of Practice (Revised)
A report was presented summarising further changes to the Post-16 Audit Code of Practice for 2021/22 (The Code).

Providing a common standard for the provision of assurance to the ESFA in the funding of post-16 providers, the Committee considered the nature of the most recent amendments to the Code, which it was noted provided clarification of expectations of reporting accountants regarding the reporting of impropriety and the provision of detail on how any actual or suspected cases of significant fraud, including cybercrime, should be reported.

After reviewing the changes to the 2021/22 Post-16 Audit Code of Practice and the updates proposed to the Committee’s Terms of Reference it was RESOLVED to:

· APPROVE the amendments to the Committee Terms of Reference

695.2 Internal Audit 


a. Audit Report -Subcontracting 

Concluding the Audit Plan for the year, members were advised that the review had been undertaken to provide assurance that the College subcontracting arrangements were compliant with the requirements of the ESFA Subcontracting Guidance, GLA and Apprenticeships Funding Guidance.
After confirming a Significant Assurance that the risks reviewed were effectively managed effectively, members were advised of one Low Risk recommendation to improve the performance of the system of internal controls along with one value added and one best practice point.

Following review, the report was noted.

          b. Internal Audit Annual Report
Covering the period from 1 August 2021 to 31 July 2022, the IAS Annual Report was presented providing an overview of the adequacy and effectiveness of the College control frameworks, which was reviewed by the Committee, to facilitate the Corporation in the preparation of an informed Statement of Corporate Governance and Internal Control within the College Financial Statements. 

Reflecting on activity during 2021/22 and the respective audit assurances, there was particular note:
· Of the ‘limited’ assurance opinion concerned GDPR Compliance where one high and three medium risk recommendations were made. 
· That the two medium risk recommendations had concerned the areas of Curriculum Planning and Implementation, and the Departmental Review, which focused on Hair and Beauty.
· Management action in the implementation of previous recommendations (taken or planned) was considered appropriate and timely.
· Of the College’s performance, comparing favourably in the context of the Benchmarking data for the IAS FE Client base.
The IAS then confirmed that it was satisfied that the College had adequate and effective frameworks for risk management, governance, internal controls and processes surrounding efficiency and effectiveness with a reasonable Assurance confirmed accordingly.

After discussion, the Committee RESOLVED to:

· RECOMMEND for the Corporation to NOTE the Internal Audit Annual Report 2021/22

695.3 External (Financial Statement) Audit Service 

Reports were received from the External Audit service, MacIntyre Hudson, comprising:

a. Financial Statements

Presented for information purposes in the context of the Audit Management Report, the audited year-end financial position was outlined in the Financial Statements for the year-ended 31 July 2022, which confirmed:

· A Group deficit of £463k for the year to July 2022 compared to a deficit of £293k for the year to July 2021
· An operating position for the Group, excluding FRS 102 pension adjustments of a surplus of £807k compared with a surplus of £789k for 2021
· Total income had increased to £20,549k (2021: £19,605k), with an increase in total expenditure to £21,012k (2021: £19,831k)
· The LGPS pension scheme recorded an actuarial gain of £13,945k (2021: £398k) 
· The Net Asset base of the Group had increased overall to £41,172k (2021: £27,690k), largely resulting from the reduction in the pension scheme liability.
After commending the overall clarity of presentation of the Financial Statements and the work involved in the achievement of a positive result, the Audit Management Pack then was considered comprising:

b. Audit Management Report, Regularity Self-Assessment, Management Representation Letter & Regularity & Fraud Self-Assessment Questionnaire
Accompanied by the Letter of Audit Representation and the Regularity Audit Letter, the Management Report was presented, outlining the external auditor’s review of and report on the College’s Financial Statements and Regularity & Fraud-Assessment Questionnaire.


After providing an overview of its review of financial performance, the EAS confirmed:

· No control points had been identified
· No instance of fraud or irregularity had been found
· There were no material misstatements that had not been corrected
· No areas had been identified of non-compliance with laws and regulations or inappropriate accounting policies or practices
· That the Financial Statements met the required regularity requirements
· A Regularity Audit opinion confirming that, in all material respects, the expenditure disbursed, and income received by the College had been applied to the purposes identified by Parliament and the financial transactions conform to the authorities which govern them
· Its intention to issue an unqualified audit opinion
· The Management Representations Letter contained routine matters with no material changes from previous years.
The Committee then:

· Reviewed and noted the Regularity and Fraud-Assessment Questionnaire.

· Considered the Management Letter of Representations in connection with the audit of the Group Financial Statements for the College for the year-ended 31 July 2022, noting it contained no changes from previous years.
· Considered the assessment of the adequacy of the current and future sources of funding or support for the College needs over the coming twelve months from the date of approval of the Financial Statements. It was concluded that no further disclosures were required regarding the College’s ability to continue as a going concern. 
After consideration, it was RESOLVED to RECOMMEND for the Corporation:

· To NOTE the unqualified Audit opinion.

· To NOTE the assessment of the adequacy of the current and future sources of funding or support for the College needs over the coming twelve months from the date of approval of the Financial Statements; and the Committee’s conclusion that no further disclosures were required in the Financial Statements regarding the College’s ability to continue as a going concern.

· To APPROVE the Audit Management Report, Management Representation Letter and Financial Statements for the year-ended 31 July 2022 and to AUTHORISE signature by the Chair of the Corporation and the Principal & Chief Executive.


695.4 Audit Committee Annual Report
Accompanied by the Committee’s updated Terms of Reference, a report was received summarising its activities during the year and advising the Board on the adequacy of the operation of the internal control systems in the College.
The report was reviewed. After confirming it represented an accurate reflection of the Committee’s work for the period and based on the information provided and its enquiries of Management and Auditors, the Committee concluded that it:
· Was satisfied with the standard and management of control procedures within the College and could give the necessary level of assurance to the full Board.
· Had undertaken a rigorous follow up of the outstanding Auditor recommendations and was satisfied significant improvement had been made and would continue to be given priority. 
· Considered that it operated effectively in 2021/22 and that it met its Terms of Reference and the requirements of the Post-16 Audit Code of Practice.
After consideration, and subject to the amendments requested, it was RESOLVED to:

· APPROVE the report subject to the one amendment proposed.

· RECOMMEND for the Corporation to NOTE the Committee’s Annual Audit Report 2021/22 the conclusions and the assurances provided on the adequacy of the operation of the internal control systems in the College

696
ACADEMIC YEAR 2022/23

696.1 Internal Audit Activity 

a. Internal Audit: Progress against 2022/23 Audit Plan

Following the Corporation’s approval of the Risk and Assurance Audit Plan for 2022/23, an update was received on activity to date.

Observing those items appearing elsewhere on the agenda (Minute 696.1b refers), progress in the implementation of the Plan was reviewed, noting that the reviews for Marketing and Key Financial Controls had been rescheduled for the spring term. 

The update was noted.

b. Internal Audit: Risk & Assurance Review Reports


i   Cyber Security Health Check
After advising members that the review comprised a one day health check review to confirm that the controls in place to protect the College’s data and to prevent and detect cyber-attacks were fit for purpose, confirmation was provided that the framework remained robust and well monitored.
The report findings and conclusions were reviewed, noting that no recommendations had been made  
The report was noted. 

ii General Data Protection Regulations (GDPR) Compliance & Health Check
A report was presented summarising findings following a review of the progress made in implementing the recommendations raised in our 2021/22 GDPR audit report, and the completion of a health check on those specific high-risk areas associated with the Regulations.

Members were advised that overall, good progress had been made in the implementation of recommendations made in the 2021/22 audit report confirming:

· One high risk recommendation had been implemented
· Of the medium risk recommendations, one had been implemented and two had been partially implemented
· Of the Low risk recommendations, two had been implemented, two had not yet been implemented, one had been partially implemented and cleared and one had been superseded and cleared.
The report findings and conclusions were reviewed:

· Noting two Low risk recommendations had been reinstated and two new ones had been raised to address those areas outstanding from the partially implemented Medium risk recommendation with two value added points made.

· Discussing activity, noted to include completion of the data mapping exercise and the significant improvement in staff training rates.
· Noting IAS confirmation that the appropriate process had been followed in the review of the Data Protection and IT Acceptable Use Policies despite an oversight in the updating of the version control.
Following discussion, the report was noted.

696.2 Statutory, Regulatory & Compliance: Risk Management
Updated since last presented, the autumn term Risk Register was reviewed. Focused on those risks assigned a red rating, it was observed remain unchanged, but the commentary had been updated. Review included:
· Particular discussion of the risks concerning: 
i   Rising inflation (Financial), noting the four-year energy contract agreed with savings in year 2-4, advising members of focus now on reducing energy consumption, then observing the potential cumulative impact of financial related risks on the achievement of the Financial Plan
iii
Power shortages/cuts due to national shortages at peak time (Strategic), reflecting on the potential implications and the risk planning underway for term 2, then noting that no sectoral or national updates had been received to date.
iv
Failure in service levels agreement for managed Service (Strategic), noted to be attributed to some issues experienced with the managed service arrangement that had required attention but that focus on recruitment had been regained
v
Failure to achieve subcontracted income targets and corresponding failure to achieve / contribute to overall HRC income targets (including devolved areas) (Contracts) discussing activity in the context of the cap on activity 
· Of any potential risks not yet reflected in the Register, noting the potential reclassification of colleges by the Office for National Statistics was yet to be highlighted as the breadth and timescales over which possible implications would emerge currently were unclear
After concluding that the Register reflected the most pertinent risks and confirming that an in-depth review of the Risk Register will take place at the Committee’s its next meeting, in-line with previous practice, the update was noted.
697
OTHER BUSINESS & NEXT MEETING


697.1 Any Other Business

There was no other business.

697.2 Dates of the Next Meetings 

Wednesday 8 March 2023, 5.00pm
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Wednesday 21 June 2023, 5.00pm



Signed:                         
Date: 8 March 2023





John Sills, Chair, Audit Committee











2

