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Part A Non-Confidential Minutes of the Audit Committee meeting
Held  on 12th March 2024 at 4.00pm 
Via MS Teams

	Governors Present: Josh Greaves (JG - Chair), Tracey Gyte (TG), George Lee (GLee), Guy Lonsdale (GLon)

Apologies from Governors received from: Peter de Braal (PB) – on an approved leave of absence.

In Attendance: David Robinson (DR – TIAA) at the pre-meet, Maria Turnbull-Kemp (GVP Finance), Adrian Clarke (GVP Estates) and Antonia Praud (AP – Director of Governance)

Apologies received from: David Hoose (DH – Mazars) , David Robinson (DR – TIAA) 



	1
	Welcome and Apologies for absence
Members were welcomed to the meeting and a warm welcome was extended to new member, Tracey Gyte. Thanks were recorded to Tracey for responding to the appeal to join the committee, and Tracey confirmed that following 33 years in banking, she understood the importance of compliance and controls, and was happy to transfer.

There were no formal apologies, as governors noted Peter de Braal was on an approved sabbatical until the summer. Apologies were received from David Hoose which were accepted with consent and the committee confirmed they had agreed  in the pre-meet that David Robinson did not need to attend the meeting as there were no additional reports on the agenda. David Robinson had therefore also offered his apologies, which were accepted with consent.

Governors noted that Mark Swain had been due to join the committee, but due to unforeseen circumstances he had had to tender his resignation. Members of the committee sent Mark their best wishes. It was confirmed that if personal circumstances changed, Mark has been encouraged to re-apply.

	

	2
	Declarations of Interest and Confidential items
Members were reminded to declare any interests as and when they arise. There were no declarations of interest.

One confidential item was noted, under the fraud update.

	

	3
	Internal Audit
Governors noted that in the pre-meet, David Robinson had provided an update on:
· The follow up audit, with a clean sweep of actions completed from previous years.
· Plans to complete the follow up audit from activities in the 2022-23 year in July/ August.
· Considerations for the proposal to adapt the Internal Audit Plan for the year.
· David confirmed they had experienced challenges with their communication channel and the group when sharing reports last year, and offered to speak to MKT on a suitable solution.

Annual Internal Audit Plan
A proposal was received with a request to make one amendment to the annual plan approved by the corporation on 12th December. 
The request was made to change the audit on the ILR on Apprenticeships, to an audit on Bursary payments. This was as a result of the group being informed on 9th February that it would receive an ESFA Audit, conducted by KPMG in the following areas:
· Adult Education budget funding
· Apprenticeships
· Learners funded by Advance Learner Loan
· 16-19 Provision
· Subcontracting (not applicable as there is no subcontracting.)
Bursary payments is the only area on the ILR that has not fallen into the current remit of the Audit from the ESFA, and it is associated with a significant amount of funding.

Members reviewed the request, and thanked MTK for including the letter from the ESFA and Audit flow chart, that provided assurance to the committee on the depth of review that would be undertaken.

Members questioned if there would be any benefit of bringing forward the audit on apprenticeships to inform practice before the ESFA audit activity. They were informed that the ESFA audit was already underway, and received confirmation the management team believed there would be more value from the proposed change. 

Governors questioned when the last ESFA audit had been, how regularly they would be expected, and whether there were any concerns that had prompted the audit to take place. It was confirmed it was a random audit, rather than being prompted by any incident. It is the 4th time in 5 years the group have had an audit on their ILR – smaller/ individual colleges might expect an audit every 3-4 years. Each is seen as a learning experience and chance to improve practice. Nothing of significance was identified in the previous audit.

Having read through  the methodology, governors asked if there was a risk of repayment of funding, if the auditors identified issues?  In the past, they picked up one issue, the value was £300. If mistakes are identified, it will then prompt them to extend the audit in a full audit of the area, to see if they can identify any fraudulent activity/ claims. The driver of the process, is assurance however, not to reclaim funds from colleges.

Having understood the detail involved in the ESFA Audit, and received assurances the committee would receive the report confirming compliance, the committee agreed to present the recommendation to the corporation. 

It was confirmed that the JISC had been appointed for the specialist audit on cyber security and this was now underway.

The payroll audit is due to begin on 5th April.

The team have requested the Audit on GDPR to be later in the year.

Simplification Project
The TEC Partnership applied to be involved in some project work with DfE, looking at enabling flexibility and simplification in reporting processes. The group are one of 4-8 colleges awarded the chance to work collaboratively on this project which will hopefully reduce the burden on the FE Sector in the future.

One of areas  it will include, is the requirement and benefits from internal audit.

Follow up audit
Governors congratulated the team for making progress and completing all actions from previous audit years.

Governors questioned the management team on the timeliness of reports, and it was confirmed that on each occasion, they had chased the Internal Auditors for reports. 
However, they would check to see if the original reports were being delayed at our end, and also speak to DR about a system to flag when reports were sent, so both parties could confirm they were received. 
It was noted that it was only in the last year, that problems had been encountered.
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	4
	Joint Minutes from 28th November 2023
Subject to one amendment, the committee confirmed their approval of the minutes as an accurate record of the meeting.
The amendment is to remove the word “not” under “Group statutory accounts” as it did include the write off of the loan.

	No
	Minute
	Action by 
	Action 
	Date
	Update since the last meeting

	1
	Management Letter 2023
	MKT
	Consider options and have a broader conversation around segregation of duty and fraud protection
	March 2024
	On Agenda

	2
	Management Letter 2023
	JG
	Write a note of thanks/ recognition to the Finance Team
	ASAP
	Completed

	3
	Management Letter 2023
	MKT
	Consider alternative authorisation processes for journals and confirm this at the next meeting 
	March 2024
	Noted at Corporation in December 2023

	4
	Annual report of the Audit Committee
	AP
	Make final amendments to the report, before it is presented to the corporation board for the December meeting 
	November 2023
	Completed

	5
	Estates Update
	AC
	Share fully detailed maintenance plan at the next Finance and Resources meeting 
	March 2024
	Update on agenda at Finance and Resources on 5th March

	6
	Estates Update
	AC
	Confirm accurate costs for dilapidation works
	March 2024
	The Dilapidations report undertaken some time ago provided an outline figure of approx. £175k+VAT, however with construction inflation we would expect that the final figure to be between £280k to £300k inc VAT.

	7
	Risk Register
	MKT
	When reconsidering risks at GLT and ELT, ensure a change in government is considered within Risk S3-1
	Spring 2024
	Update on agenda

	8
	Risk Register
	MKT & AP
	Consider a broader discussion item on the risks and impact of devolution later in the year
	Summer 2024
	Update on agenda

	9
	Risk Register
	MKT
	Consider additional suggestions in the next round of updates of the risk register
	March 2024
	Update on agenda

	10
	Internal Audit
	MKT 
	Identify a company to audit cyber security, informed by recommendations from AC’s team
	ASAP
	JISC appointed – update on Agenda

	11
	Internal Audit
	MKT
	Review the Internal Audit contract and also the tender process
	12 March 2024
	Update on agenda

	12
	Internal Audit
	JG
MKT
	Following Board approval, confirm audit plan with the Auditors
	December 2023
	Completed

	13
	Internal Audit
	JG
MKT
AP
	Revisit Internal Audit at the next meeting, following receipt of the Ofsted report
	March 2024
	Update on agenda



Governors questioned if the full dilapidation costs were accounted for, and it was confirmed an accrual had been made in the previous year’s accounts.
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	Finance Briefing

Cost Centre reporting
Governors received an update on activities, acknowledging the general update.
MTK provided an update on addition work being undertaken, including the new approach to forecasting, at cost centre level, and explained that the team are now creating contribution reports, so each area can see how they are adding/ supporting the business, and managers are able to understand the part their teams play and take more ownership for their area.
The team have spent a lot of time looking closely at costs centres and ensuring more accurate reporting of costs, so that the management accounts are far more accurate than before.

Overall, the new accounts process is proving overwhelmingly positive and accounts are looking strong.
The next report  the committee receive will include the forecast and will show apprenticeships separated out too.
AI Automation
The team are now testing out the new AI automation system, which will go live in April, using live data. It should add real value.
Governors questioned the process, and how seamless had the process been? The system takes the purchase order, holds it once approved in a central space, the when the invoice comes in, if it matches the purchase order, it will be paid automatically. 
The main hurdle is ensuring the purchase order is created accurately, as key information must match. Therefore, they have been training staff to understand their role in:
· creating the purchase order,  
· using the correct  budget codes and cost centres
·  completing the right sign off processes.
Training was offered to all staff and if they did not do training, the department have stopped them using it. The impact of this added control is all staff are attending training now, and it has been included in the induction process so new starters will quickly be able to use the system too.
The system will be able to do the laborious task for the same cost or less than one member of staff. The 5 members in the team will then be able to focus on improvement and internal auditing exercises, adding more value.
There will be a period of running both systems concurrently for approx. 3 months. Another benefit of the AI system is it is continually learning, and so the uses can develop over time. It will also be able to run accruals reports etc quickly and accurately, and help with rent, pre-payments etc in time too.

Modern slavery statement
This needs updating  and should be reviewed annually. Governors questioned if it was  a policy or a statement, and asked for assurance that it was not a form of words for the website, but instead an intent. 
It was confirmed that it is linked to policies and staff training, so we do what we say.
The committee confirmed that it seemed similar to those in other organisations and agreed to recommend it to the corporation. If any governor on the committee found a  better example, they agreed they would more than happy to develop it and agree additional wording, before the board meeting. 

Segregation of duties 
It was confirmed that the Auditors recommendation would be met by the new sign offs of journals by managers, proposed in December, at the corporation meeting. This action had begun, with immediate effect.
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	Internal Reports and Assurance

Crisis Management and Business Continuity
Assurance was received that the group had had a crisis management policy and guidelines for years, and had successfully utilised it on number of occasions. It had really proven it’s effectiveness in Covid, when all operations moved online within the week.
Sitting behind the group plan, all main departments have their own business continuity plans.
These all follow a similar format, with clear sections to complete.
If there was an incident, there is an order of prioritisation for departments too.
All plans are regularly reviewed, and contact details of who in the team to involve and ideas for what a crisis is are continually updated. (Reviewed annually by the group management team and  there is a rolling review of departmental business continuity plans.)
Governors questioned what would happen if Sharepoint, holding the plans, was not accessible. It was confirmed that two full plans are held in different buildings, one by AC and the other by the Health and Safety Lead. AC also carries a condensed version, if offsite.
Governors questioned if reviews are undertaken or mocked up, or subject to live testing? It was confirmed the group used to trial a couple a year, but post covid they had stress tested everything. AC confirmed that he would speak with the team to consider running another scenario, noting there were a number of new staff, and it could be a useful exercise to complete.
Governors were reminded that there are also cyber security protections and back ups to protect electronic data too.


Bring Your Own Device (BYOD) Report
Within our internal checks and balances, the team have identified an issue with the software in place for staff and students using their own device on site.
Group devices have Smoothwall, and firewalls in place. Smoothwall comes back with alerts to the HR or Safeguarding team (depending on whether it relates to staff or students) and operates around the clock.
The firewalls, whilst not perfect as new sites can be created in an instant, do set up blocks to the majority of sites that could be of concern.
When a personal device is brought in, the firewalls will block some sites, using filtering categories. However, they do not report back on the user. This has raised a number of safeguarding conversations. The team have been investigating over last fortnight and have spoken to largest 5 companies in the education sector.
No one has a perfect solution or one that mirrors Smoothwall  - it would otherwise mean putting software on personal devices, which would be alarming and unpopular with staff and students, and could open the group up to other risks (e.g. when they put their personal banking details into their device).
The team did look at the ethics of installing some kind of software on individual devices but are not comfortable with this. There is a really fine balance between the role the group want – ie protecting, and being intrusive.
After review, the group are trialling a solution and looking to see if it provides us with something useful. 
If the trial is not successful, they will go back out to other companies.
Governors noted concern about needing specific user consent too, and the importance of getting this right. They agreed it needs careful thought.
Governors also discussed other risks it could present e.g.  a data breach , accidently finding sensitive information on a personal machine, and also the risk to the reputation of the group too.
Members agreed that other organisations and banks would avoid this risk at all costs – and noted the danger on individual devices where you store bank cards and passwords etc.
Governors confirmed they would appreciate an update at their next meeting, and noted that users should have choice. E.g. students have a number of opportunities to get support (tutors/ counsellor) etc without needing to use software.
Governors asked if it was  prompted by an adverse incident? Yes, the group received a prompt externally, of someone trying to get onto an inappropriate site. The site was blocked however it brought the topic to our attention and prompted discussion on how would we pick up on this.
The committee agreed that the current action taken felt like a proportionate response and they took assurance from the good research, and use of expertise externally, the group had taken.
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	7
	Policies

Data Protection Policy 
The policy has been updated with amendments which include: the change in the status of Modal, and removal of references to policies now included within the policy, and in particular a full review against the  “The Data Protection and Digital Information Bill”. 
There is also more clarification for the interpretation of 'fundamental rights and freedoms of
individuals'. Governors were informed there is a phrase all governors and staff should be aware of  - “the right to respect for a peaceful family life” and this can manifest itself in a number of ways e.g emails out of hours etc etc. The ELT are reviewing the impact of this on our ways of working. Governors asked AC to highlight this to the board. 
Governors questioned if the policy should include a named individual? (DPO). It was confirmed there is a named individual, who is a part time member of staff.
Governors asked if they were being given the training and support and independence they require and it was confirmed they were and they (Hayley) reports into AC.
The policy had been presented by the GDPR Officer and Group Vice Principal Corporate Services, reviewed and recommended by the Executive Leadership Team. The committee approved the policy and confirmed they would inform the corporation.
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	8
	Risk Register

Risk management:
At the previous meeting, the Audit and Finance and Resources Committees challenged if the right strategic risks were on the register, how it related to the underpinning management risk register and questioned how the board should review it’s risk appetite and generate discussion on key risks. ELT were asked to consider this. A suggestion was ELT  could  highlight 3 risks and bring them to the committee for discussion. 
Risks relating to other committees could also prompt discussion items over the year.
Three areas of risk were identified and these were raised at  a GLT meeting. Governors were informed that the wider GLT members had been really engaged in the discussions and brought risks to life, with examples. A lot of the discussion  was around safeguarding, effective cyber security and the clear links to staffing. The other area of keen discussion centred around the inability to recruit to key roles.
It resulted in a really good meeting and reviewing the risk register led to their assessment that there was some unnecessary duplication and some areas could be combined. Just as important, new risks were identified which have added to the register, having created a lot of discussion.
When it was suggested they create a working party group, 5 volunteers immediately came forward. It was agreed to group some areas together, as there were overlapping risks. A summary from the working group  focusing on the high-level risks  will be presented to this committee so that discussions can be more robust.
The scoring system for the risks changed a few years ago and has not been reviewed again. The team feel it is due for a fresh review, and then the scoring will in turn be reviewed. It could be that some risk scores are too high, a need to review target dates was acknowledged, and as board members had challenged, some residual risks may exist unchanged for some time – the board need to therefore review their risk appetite.
The GLT team only met today but staff were really engaged, had a good discussion and will be able to report back on progress at the next meeting.
The committee took great assurance that the management team had taken onboard their  feedback from the last meeting, and the report suggests the team are developing a risk assured culture and democratizing their discussions. They were delighted that  they had a productive and upbeat discussion with the team and confirmed it reflects well on the culture and the management team.
The board had also noted the current registers  focus on risk and not opportunities, so the next GLT session will focus on opportunities too.
Governors thanked the team for a  good description of the conversation. They confirmed that in the current register they like the way the strategic risk register is mapped back to the strategic plan, and asked for this to be retained as it is important.
 Governors questioned if ELT had also reviewed the group’s risk appetite? It was confirmed that the direction comes from the board and when the risks were established and the scoring reviewed, they could return to this, and the risk appetite in particular will influence the opportunities included moving forward.
A governor confirmed his employer had asked their insurance company to come in and discuss risk appetite and it was agreed the TEC Partnership could consider this option too.
Governors confirmed the discussion needs to be anchored in the group vision. An external facilitator can potentially guide the board, but it needs to be a purposeful conversation, focusing on Ambition 2030.
Governors confirmed that they did not need to follow the detail, in all plans, but the board could take a lot of assurance from a helicopter view of risk management overall. ELT have a more comprehensive suite of risk and could share the management one for information  to provide assurance, and then the board accepts this is operational.
Governors  felt 3 levels of the register would reflect the size and complexity of the group by:
1. Board
2. ELT
3. Campus/ site/ business area

Strategic Risk Register
Governors asked for an update on risk S2 – 14. See confidential minutes.

Governors asked for an update on T levels and what the realistic risk and impact could be from changes in funding?
The team are very proactive and aware of the funding changes taking place. They are extremely aware of the removal of number of L3 qualifications which are being withdrawn and the potential impact on funding of this.
The team try to use their influence, where possible and are working with the local authority to highlight the plight of many young people in the region, who will be left without choices, due to the low level of attainment in English and Maths in some areas. The simplification process involvement is another example of the group trying to influence policy. Before this we were members of the principals’ reference group too.
It was suggested that there may be experience in southern colleges who were involved in pilots that can offer support too.
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	9
	Funds Fraudulently obtained report – verbal
See confidential minutes.

	

	10
	Performance of the Auditors
See confidential minutes.

	

	11
	Review of the meeting
· Effective communication.
· Well chaired.
· Good to see a full debate with the wider management team on risk management, and ELT acting on and driving action points from the previous meeting.
· Need more time to reflect on the audit position, and tendering process.
	






	13
	Date of next meeting 
18th June 2024 at 4pm.
	





Chair of the Audit Committee

Signed	_________________________________		Date _________________

AUDIT COMMITTEE Action Schedule 12th March 2024

	No
	Minute
	Action by 
	Action 
	Date

	1
	Internal Audit
	JG
	Recommend the change of audit (to ILR review of bursary payments) to the corporation
	19th March 2024

	2
	Internal Audit
	MTK
	Double check if any of the internal audit reports had been received at an earlier stage, or caught by a group firewall, and discuss an improved process with DR
	Before next report is due.

	3
	Minutes
	AP
	Amend the last set of minutes
	ASAP

	4
	MKT Update
	JG
	Recommend the Modern Slavery Statement to the corporation
	19th March 2024

	5
	MKT Update
	ALL
	Share any additional recommendations for the Modern Slavery Statement with the group
	ASAP

	6
	Internal reports
	AC
	Speak to the team about creating a live test event
	Summer 2024

	7
	Internal reports
	AC
	Share an update on BYOD at the next meeting
	18 June 2024

	8
	Policies
	JG
	Confirm approval of the Data Protection Policy
	19 March 2024

	9
	Risk
	MTK
	Share a summary from the working group with the committee
	18 June 2024
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