CAMBRIDGE

REGIONAL COLLEGE
GREAT CAREERS START HERE

Minutes of the Audit and Risk Committee held on 29" November 2022 5pm
Virtual meeting

MINUTES

Present Neil Hunter [Chair]
Andy Jennings
Tim Waller
Louise Armstrong

In attendance Stephen Jones, Deputy Principal
Lee Glover, Haines Watt
David Hoose, Mazars
Fiona Roe, TIAA
Zack Furlong, TIAA
Tim Arthur (for item 2.2)

Clerk Emily Baldwin
1.1 | Apologies for There were no apologies for absence.
absence
It was noted that the Chair of Finance and Resources Committee would be
attending the meeting to hear the findings of the external auditors (item 2.2).
1.2 | Declaration of There were no declarations of interest.
Interests
1.3 | Minutes of the The minutes were agreed to be a true record of the meeting.
meeting held on
215 September
2022 and matters
arising
1.4 | Matters that are There were no confidential matters that the auditors or committee members
confidential wished to raise.
2.1 | Internal audit L Glover introduced the internal audit on performance management. Substantial
report 2021/22 assurance had been given, with one low priority recommendation which had

been accepted.

L Glover introduced the internal audit on sub-contracting. It was noted that the
ESFA set the scope of the audit which was a requirement of all providers that
subcontract more than £100,000 of their funded provision. The internal auditors
had concluded that the College had suitable arrangements in place to materially
comply with the funding bodies’ subcontracting requirements. Given the scope
of the work, an overall audit opinion was not provided.
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L Glover also presented the internal auditors’ annual report. In the view of the
internal auditor and based on its reviews, the College had adequate and
effective risk management, governance and control processes in place.

The Committee formally thanked Haines Watts for their audit work for the
College.

L Glover left the meeting.

2.2

Financial
Statements
2020/21

T Arthur joined the meeting.

D Hoose introduced the Audit Completion report. He reported that the audit
work was substantially complete and subject to the satisfactory conclusion of
the remaining audit work, he anticipated recommended the signing of the
financial statements with no qualifications.

There were a few minor areas to complete. In particular, Governors noted that
the opinion on going concern was outstanding as work had not completed in
this area. However, D Hoose did not anticipate any concerns.

Governors discussed the impact of the ONS re-classification of the FE sector
as ‘public sector’ which had been announced that week. A note on this would
be added to the Financial Statements.

Governors asked D Hoose for his view on some of the likely implications for
the College. Points included:
- No new bank debt allowed in the sector, although repayment on
existing profiles was allowed
- Introduction of new capital funding into the sector
- No changes to VAT, year-end or pension situation
- £150k senior pay threshold for Principals
- Colleges could continue to retain surpluses
- Receipts from asset sales needed to be ring-fenced for capital
investment
- No clarity yet on transition plan to new arrangements

D Hoose introduced the remainder of his report. There were no significant
matters to bring to the attention of the Committee. There were no material
issues regarding regularity. The Committee noted that the outstanding internal
control issues raised as the last external audit had been resolved. There was
one new low risk recommendation related to the fixed asset register which had
been accepted. There were no adjusted items that needed to be brought to the
attention of the Committee. Overall, it had been a smooth process from the
external auditors’ point of view.

S Jones went on to present the Financial Statements and Annual Report. It
was noted that an initial draft of the Statements had already been reviewed by
the Finance & Resources Committee on 215 November 2022 and some minor
textual and format changes had been made.

Governors asked about the disclosure on pensions and whether there needed
to be more narrative about the underlying actuarial assumptions. Governors
agreed that this would be useful, and T Arthur agreed to discuss wording with
S Jones outside the meeting.
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A Jennings asked S Jones to check the profit/loss figures to make sure they
were consistent. He also queried whether it was necessary to reference the
overdraft facility, now that the College’s cash reserves were sufficient. It was
agreed that this could be dropped. He also pointed out that Huntingdon should
be changed to Huntingdonshire District Council.

Governors discussed the payment performance target. They noted that it was
the College’s intention to pay invoices in accordance with government targets.

The Committee recommended the CRC Financial Accounts 2021/22 to
Corporation for approval, subject to agreed adjustments and editing.

D Hoose left the meeting.

2.3

Audit and Risk
Committee Annual
report 2021/22

E Baldwin introduced the Audit and Risk Committee’s Annual Report 2021/22
which would be presented to Corporation at their meeting on 13" December
2022. It was also a requirement that a copy of the report be submitted to the
funding body with the annual accounts.

It was noted that the Audit and Risk Committee’s Annual Report was
supported by the Internal Auditor's Annual Report, which had provided
assurance that CRC had adequate and effective risk management,
governance and control processes in place.

Governors noted that the outturn for 2021/22 had been significantly adrift from
the original budget. This was largely to do with optimistic budget assumptions
on income. It was noted that this issue was discussed at the Audit and Risk
Committee when the internal auditors had presented their audit on budgetary
controls. Despite the substantial assurance of that audit, Committee members
had asked for clarification on the budget setting process at a strategic level. S
Jones had given assurance to the Committee on the changes he had made to
the budget process and the additional meetings that had been put into place
involving Governors.

D Hoose left the meeting.

E Baldwin agreed to add some wording to the report to reflect the discussion
and to circulate by email for Committee approval prior to Corporation.

3.1

Risks — focus on
Aim 4: Excellent
Staff Experience

L Kerry introduced the risks around Aim 4 in the College’s Strategic Plan.

Staff turnover remained her biggest concern which remained high. Issues were
predominantly about higher pay and workload, particularly with the pressure of
Ofsted. The current systems review was important to help relieve workload and
bring about efficiencies. The pay award was still relatively modest given
inflationary pressures.

There was a good culture of support in the organisation, and agile working was
appreciated by many staff.

Recruitment was going well, but remained difficult in some areas, such as
construction and engineering.
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Mental health sickness was below national average, but employees were
reporting more non-work related stress.

Governors thanked L Kerry for her useful overview. They said that some of the
new initiatives needed to be represented more fully on the Risk Register as
controls or actions. She may want to consider changing the reference to COVID
in the Risk Register to other external pressures.

Governors also asked about exit interviews and how that feedback was collated.
It was noted that this was included in her HR reports to the Governance and
People Committee. It was also important to benchmark salary information and
to see whether we were competitive with local colleges. L Kerry confirmed that
she had this information and was monitored by SMT. She also confirmed that
there were KPIs in place for recruitment times for vacant posts.

Governors asked about communication to staff, and whether there were any
obvious gaps in getting feedback. There were opportunities for colleagues to
feedback in timely ways over and above the structured surveys. This should be
added to the Risk Register. Governors also asked about the correlation between
sickness forms, exit interviews and return to work interviews.

Governors agreed it had been a useful discussion and thanked L Kerry for her
input. In the future, it may be useful to have a brief overview from the presenter
of the key issues and what is reported to Governors to accompany the Risk
Register. It was agreed that the next topic should be on budgetary risks in the
summer term.

T Arthur left the meeting.

3.2

Assurance
framework draft

E Baldwin introduced the draft assurance framework. This was based on the
three lines of assurance — management operations, governance oversight and
external assurance. It was proposed that the assurance boxes were RAG rated.

In developing the framework, the Clerk explained that she considered using the
risks in the risk register or the strategic implementation plan objectives as the
starting point for the assurance areas. However, these did not cover all the areas
of assurance that would be typically be seen in the framework. It was therefore
proposed to use assurance themes, grouped around the College Strategic
pillars; the Clerk had checked that these covered all risk areas and strategic
objectives but these could be amended and added to as the framework was
developed.

It was noted that the version of the assurance framework included in the pack
was the incorrect version, and the updated version would be circulated to the
Committee by email. Governors welcomed the framework that would be a useful
tool for the Committee, particularly in setting internal audit objectives. Governors
asked if it was difficult to rag rate the areas. The Clerk said that it was sometimes
a subjective decision but that the framework was essentially a tool to aid
discussion, rather than an end in itself. Governors discussed the policy column,
and agreed that it should not cover all policies as some would be categorized
together (eg health and safety policies).

The Clerk agreed to circulate the updated framework for further comment.
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L Armstrong left the meeting.

4.1

Progress report on
outstanding audit
recommendations

S Jones introduced the report on outstanding audit recommendations.

The Committee noted the overdue actions, and agreed to extend the deadlines
as requested. The action on recurring debtors would be removed as this
remained a manual process.

4.3

Internal audit plan
2022/23

The Committee noted the internal audit plan.

S Jones gave feedback from SMT on a request to postpone the T-levels audit
until the next academic year. This was because the College was now only doing
one T-level and it would add more value to undertake the audit when that T-level
was already in place. The Committee agreed with the suggestion based on an
assessment of material risk and value to the College.

The Committee asked that the audits not only looked at compliance, but whether
the controls in place offered value for money. Key financial controls, for example,
should be effective and proportionate to the relevant risk. The Committee asked
whether funding clawback would look at whether the College was not drawing
down all funding available. It was noted that the nature of the audit was to check
the actions put forward by the ESFA, particularly in relation to the calculations
of Off the Job Hours. This was to minimise the risk of future funding clawback.
A value for money report on student records would be a separate type of audit.

The Committee asked what the next steps were if areas of non-compliance were
found. The auditors said that they would discuss with management in the first
instance and check whether the impact was substantial.

T Waller left the meeting.

Fiona Roe and Zack Furlong left the meeting.

5.1

Appointment of
external audit
services for
2022/23

Mazars had been appointed as external auditors for a three-year period from
2019/2020 with the option of a further two years on recommendation of the Audit
and Risk.

The Committee discussed the performance of the auditors. S Jones confirmed
that he had found the auditors accessible, pragmatic and flexible. N Hunter said
that their reports were clear and comprehensive.

It was agreed that a recommendation on the future appointment of the external
auditors would be agreed electronically by the Committee, prior to a
recommendation being made to Corporation.

52

Any other business

There was no other business.

There was no other business and the meeting ended at 7:10pm.

Page 5 of 5




