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HERTFORD REGIONAL COLLEGE           




           


MINUTES OF THE MEETING OF THE AUDIT COMMITTEE 
WEDNESDAY 27 NOVEMBER 2019
659 
PRELIMINARY PROCEDURAL MATTERS
659.1 Attendance, Apologies & Welcome
Present: 
Mick Dempsey 

John Sills

(Committee Chair)
Charlotte Simmonds

Judith Wickes

(By conference call)
Jan Wing 

In Attendance: 
Sam Abbas

(RSM) (via Conference call & Item 660.1 only)
Andrew Clare

 (Deputy Principal Finance & Resources) (Except Item 659.3a)
Jayne Chaplin 
(Clerk to the Corporation)
Mark Eagle

(MacIntyre Hudson - EAS) (Except Item 659.3b)
Paul Goddard

(Scrutton Bland - IAS) (Except Item 659.3b)
Leisyen Keane
(Scrutton Bland - IAS) (Except Item 659.3b)

New members were welcomed to their first meeting.

659.2 Declaration of Interests & Confidential Items

   None.

659.3 Private Meetings


659.3a Auditors without Officers Present
It was confirmed:
· From the External Auditors that whilst the review of the Financial Statements has commenced later than anticipated, following staff changes, the process had proceeded smoothly.
· From the Internal Auditors that work in accordance with the Audit Plan for the year had commenced. With the Plan approved later than usual, there was discussion of the challenges presented welcoming confirmation that the first of the reviews had been undertaken (Item 660.1a and 660.1b refer).

659.3b Officers without Auditors Present
There was discussion with Management noting the satisfactory performance of the auditors.
Questioning the position with the final version of the Financial Statements, confirmation was welcomed that outstanding matters had been resolved and that only the final funding position was awaited form the ESFA.


659.4 Minutes & Matters Arising
659.4a Minutes of the Meeting 
The minutes of the last meetings were approved as a correct record and signed by the Chair.

659.4b Matters Arising

  With all matters covered on the agenda, there were no matters on which to report.
660
YEAR-END 2018/ 19 
Reviewing performance for the year-ended 31 July 2019, reports were reviewed from:

660.1 The Internal Audit Service (IAS): Annual Report 

Covering the period from 1 August 2018 to 31 July 2019, the IAS Annual Report provided an overview of the adequacy and effectiveness of the College control frameworks to assist the Corporation (via the Committee) in the preparation of an informed Statement of Corporate Governance and Internal Control within the College Financial Statements.

The IAS confirmed its opinion that it was satisfied that the College had an adequate and effective framework for risk management, governance and internal control. 
In the context of the further improvements identified to the framework of risk management, governance and internal control to ensure that it remained adequate and effective, members then reviewed the Statement of Corporate Governance and Internal Control. It was concluded that there was no need for specific reference to work planned to improve weaknesses identified within the Substantive Funding Audit, expressing confidence in the actions being taken by the College to address such matters and observing that progress would be reported and reviewed at successive meetings.

After discussion, the Committee RESOLVED to:

· RECOMMEND for the Corporation to NOTE the Internal Audit Annual Report 2018/19.
RSM were thanked for the all their hard work during their time with the College and were wished very success for the future.


RSM left the meeting

660.2 The External Audit Service

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

660.2a Financial Statements
The year-end financial position was outlined in the Financial Statements for the year-ended 31 July 2019. The key financial issues for the period were confirmed and members noted:
· A Group position of a deficit of £196k for the year to July 2019, compared to a surplus of £348k for the year to July 2018 with movements in income and expenditure offset by the Group’s share of the Associate’s operating surplus.
· The LGPS pension scheme recording an actuarial loss of £2,285k in contrast with the Surplus of £3,633k in 2018 and;
· The reduction overall in the Net Asset base of the Group to £34,842k compared with £37,064 in 2018.
After suggesting some minor amendments to better explain some points in the notes, members commended the overall clarity of presentation of the Financial Statements. 
The audit management pack was then considered comprising:

660.2b Audit Management Report, Regularity Self-Assessment, Letter of Representation & Regularity & Fraud Self-Assessment Questionnaires
Accompanied by the Letter of Audit Representation and the Regularity Audit Letter, the Management Report was presented, outlining the external auditors review of  and report on the College’s Financial Statements along with the Regularity & Fraud-Assessment Questionnaires

After providing an overview of the review of financial performance, the EAS:
· Confirmed that all the control points raised in the 2017/18 management letter had been resolved and highlighted one internal control issue for the year under review, which had been accepted by Management.
· Reported that there were no observations to make following completion of the regularity audit 
· Confirmed that no instance of fraud or irregularity had been identified.
The Regularity and Fraud-Assessment Questionnaires were reviewed:

· Observing in general the commonality of themes within the sector and requesting from the Internal Audit Service a template for use going forward.
· Proposing the inclusion of reference to potential fraud by existing and new suppliers and after observing the potential fraud risks associated with CHAPS payments, it was suggested for this to be explored further and discussed between the Deputy Principal Finance & Resources and the Committee Chair. 

On the basis of the audit work undertaken, it was then confirmed by the EAS that an unqualified opinion was anticipated and that it considered that the financial statements:

· Gave a true and fair view of the state of the affairs of the College as at 31 July 2019 and of the College's income and expenditure, recognised gains and losses and cash flows for the year then ended

· Had been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice and prepared in accordance with the Statement of Recommended Practice: Accounting for Further and Higher Education.

After consideration, it was RESOLVED to RECOMMEND to the Corporation APPROVAL of the:

· Audit Management Letter and Statutory Accounts for the year-ended 31 July 2019 and its signature by the Chair of the Corporation and Principal.
· Regularity Self-Assessment and its signature by the Chair of the Corporation and Principal; and the Letter of Representation.

660.3 Education & Skills Funding Agency (ESFA) Financial Health Letter 
Following its review of the College Financial Plan 2019 to 2021, the ESFA Financial Health Rating Letter was presented along with its financial dashboard. 

Members were advised that its financial record for 2018/19 and 2019/20 confirmed the financial health for the College to be “Good”.

The report was noted.


660.4 Audit Committee: Annual Report, Performance Indicators Terms of Reference  

Reports were received comprising:

660.4a the Audit Committee Annual Audit Report 2018/19
The report summarised the activity of the Committee during the year and advised the Board on the adequacy of the operation of the internal control systems in the College.
Reviewing the report:

· Observing the period over which business was recorded, amendment of the Committee membership was suggested to include members up to the date of the current meeting.

· Noting the business summarised, suggesting the inclusion of reference to the review completed for the College sub-contracted provision and the certificate issued confirming the College’s compliance with the subcontracting funding rules for the provision being delivered.
· There was consideration of those items presented at the meeting relating to the 2018/19 year-end. After noting where the final, confirmed text needed to be included, it was agreed that the report represented a fair assessment of the state of the College’s financial and internal control systems and the extent to which they could be relied upon at the time of audit.
After consideration, and subject to the amendments requested, it was RESOLVED to:
· RECOMMEND for the Corporation to NOTE the conclusions in the Audit Committee Annual Audit Report 2018/19 on the adequacy of the operation of the internal control systems in the College

660.4b Terms of Reference & Performance Indicators

Members were advised that the review had been undertaken following publication of the most recent Audit Code of Practice reporting on the latest changes.
After consideration, and subject to the review of the bullet points in Section 9 of “Responsibilities” to avoid repetition, it was RESOLVED to:

· APPROVE the updated Terms of Reference and Performance Indicators.
661
ACADEMIC YEAR 2018/19

661.1 Internal Audit Reports

Reports regarding internal audit activity for the current year were received from the Internal Audit service, Scrutton Bland, comprising:


661.1a Progress against Annual Internal Audit Plan 

A report was received updating members on progress against the Internal Audit Plan for 2019/20. Observing those items the subject of discussion elsewhere on the agenda (Minute 660.1b refers), discussion included:
· Recognising and welcoming the flexibility within the Plan to accommodate any potential in-year changes that might require attention. 

· Noting the minor changes to the timings proposed for some of the reviews. There was discussion of the Audit Briefs providing the focus for reviews going forward agreeing that it would be helpful for members to consider and liaise with the Deputy Principal regarding any comments as appropriate.  
· Consider any further changes to the Plan, particularly in the light of recent media attention around attacks on colleges falling victim to phishing scams and the newly published guidance from the Education & Skills Funding Agency on action colleges were advised to take to protect themselves against cyber-crime. Reflecting on the feasibility for this to form part of a wider review, it was agreed to revisit the matter as part of discussions for future plans.

In accordance with the Audit Plan for the year, the findings of and recommendations from the one Internal Audit review completed to date then were presented covering the review of:

661.1b Audit Report: GDPR
A report was presented outlining findings following a review into the College arrangements for GDPR compliance.
A high level advisory review of the College arrangements for GDPR compliance, the report conclusions were presented, noting that the College was considered to be taking appropriate steps to ensure compliance, which were broadly in-line with Sector practice. Members were advised however that:

· It emphasised prioritisation of the implementation of the two recommendations proposed by the former Internal Auditors.
· In addition, two medium and two low risk recommendations had been made to improve the performance of the system of internal controls along with one added value point and one best practice point, all of which had been accepted by Management.
Reviewing the report and its findings, discussion included welcoming confirmation of arrangements for ensuring the implementation of the audit recommendations along with the need to provide refreshed information to staff regarding requirements and responsibilities

The report was noted.

660.2 Audit Tracker

A report was presented updating members on progress in the implementation of previous audit recommendations.

Reporting that the Tracker covered all reviews undertaken previously, progress was considered, concurring with the conclusion that overall reasonable progress had been made.

After consideration, the updated was noted.



660.3 Risk Management Report and Risk Register Update.
The updated risk register was received.

The most recent changes were summarised and reviewed. In the context of the assurance the Register provided, consideration was given to those risks that potentially were of most concern to the Board along with its risk appetite and priorities. The Committee Chair invited members to reflect on the breadth of the risks identified in the register and those they considered to be of most concern, in advance of and proposing for the matter to be the subject of more detailed discussion at its next meeting. 

The report was noted.

660.4 Policies: Whistleblowing
To ensure compliance with statutory requirements, the College Whistleblowing Policy was presented outlining the College's arrangements for individuals to raise any concerns and how those concerns would be dealt with. 

After advising members of changes following review by the College Senior Leadership Team, to include reference to the Nolan Principles, the Policy was reviewed. Reflecting on its overall format and tenor and whilst acknowledging it to be a standard format, amendments were requested to make clearer the preservation of anonymity and to clarify the investigative process and for it to also include the provision of named titles to ensure users knew who to contact to raise concerns.
Subject to the amendments proposed, it was RESOLVED to RECOMMEND for the Corporation:

· To APPROVE the Whistleblowing Policy and Procedure.
661
OTHER BUSINESS & NEXT MEETING


661.1 Any Other Business

There was no other business.

661.2 Date of the next Meeting.

Wednesday 11 March 2020, 5.30pm


Wednesday 24 June 2020, 5.30pm
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