CAMBRIDGE

REGIONAL COLLEGE
GREAT CAREERS START HERE

Minutes of the Audit and Risk Committee held on 4" December 2023 4pm

Present

In attendance

Virtual meeting
MINUTES

Neil Hunter [Chair]

Tim Waller

Louise Armstrong

Tim Arthur (for item 2.1)

Heather Du Quesnay (for item 2.1)

Stephen Jones, Deputy Principal
David Hoose, Mazars
Amanda Blakey, TIAA

Clerk Emily Baldwin
1.1 | Apologies for There were no apologies for absence.
absence
It was noted that Governors T Arthur and H Du Quesnay would be attending
Declaration of the meeting to hear the findings of the external auditors (item 2.1).
Interests
There were no declarations of interest.
1.2 | Matters that are There were no confidential matters that the auditors or committee members
confidential wished to raise.
The external auditors confirmed that it had been a clean audit process and the
College had been well organised and supportive.
S Jones joined the meeting.
1.3 | Minutes of the The minutes were agreed to be a true record of the meeting.

meeting held on
25" September
2023 and matters
arising

S Jones updated the Committee on whether the financial system could be
updated to check bank details automatically. The Committee noted that it was
possible for a cost which S Jones said he would consider.

Governors went on to discuss the outstanding action around setting up supplier
bank details. A Blakey, internal auditor, confirmed she had re-visited the action
and while progress had been made, not all of the mitigating actions had evidence
to show they were in place. It was agreed the internal auditor would revisit this
for progress in two months’ time to allow bedding in of the new process to
provide clear evidence to the Committee.

Governors discussed whether the College should consider upgrading its
financial system to manage the risk more effectively. It was noted that this was
costly and that while this was usually part of the financial system for larger
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organisations, it was not standard practice in other FE Colleges. Nonetheless, it
was agreed that this would be revisited once the auditor had confirmed that the
mitigating actions were in place to assess the balance of risk and cost. It was
further agreed that the internal auditors would use their existing financial tools
to do a test of duplicate records.

Governors noted that changes in legislation and the development of new
financial systems might make this more necessary and achievable in the future.
The internal auditor agreed to report back on systems used by other colleges.

2.1

1) Audit
Completion Report

2) Annual Report
and Financial
Statements YE 31
July 2023

D Hoose introduced the Audit Completion report which would be submitted to
the ESFA. He reported that the audit work was substantially complete and he
anticipated recommended the signing of the financial statements with no
qualifications.

There were no significant matters to bring to the attention of the Committee
and there were no material issues regarding regularity. Given the breadth of
the audit, this had not been the case in all colleges this year. The Committee
noted that there was one outstanding internal control issue which was carried
over from last year which management accepted.

D Hoose also pointed to the letter of representation, which this year included a
reference to the issue of RAAC concrete in public buildings.

He pointed out the unusual position of having a local government pension
scheme asset. This had been the case in a number of colleges this year and
the approach that was agreed across the sector was not to recognise the asset
on the balance sheet. Governors asked if there were any reputational risks
associated with this. D Hoose confirmed that it was a non-cash item and was
likely to change the following year. This was a common position in local
government and the education sector. S Jones confirmed that the College had
an open and positive relationship with the Unions if they had any queries on
this matter.

The Committee also asked about the statement in the Audit Completion Report
around management override of controls. D Hoose confirmed that this was a
standard statement used in all completion reports. However, the auditors had
no specific concerns for CRC. In particular, their review of finance systems had
not indicated any discrepancies in journal entries.

Governors asked if there was any concern about the level of clawback from
funding audits. D Hoose confirmed he had no specific concerns about this, and
that this had been provided for.

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 23 November 2023 and some minor
textual and format changes had been made.

The Committee recommended the CRC Financial Accounts 2022/23 to
Corporation for approval, subject to final editing.

D Hoose, T Arthur and H Du Quesnhay left the meeting.
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2.2

Audit and Risk
Committee Annual
report 2021/22

E Baldwin introduced the Audit and Risk Committee’s Annual Report 2022/23
which would be presented to Corporation at their meeting on 121" December
2023. 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.

The report was also supported by a range of other assurance areas, such as
the Ofsted inspection and the FE Commissioner curriculum efficiency review. It
was also noted that the strategic budgeting and forecasting issues that were
referred to in the report last year had now been resolved, and the College was
reporting a significant surplus and outstanding financial health grading. The
risk management framework has also benefited from the development of an
assurance framework for the College this year.

Governors welcomed the report which they felt was an effective summary of
the work of the Committee over the year. They suggested that wording be
added to the report to refer to the strengthening of the risk register over the
course of the year. They also queried whether the issues raised in the CPCA
audits should be referred to in more detail. It was agreed that this would be
revisited when this audit was covered later on the agenda.

The internal auditor presented their annual report. There were no significant
items to record. The Committee noted that the timely completion of reports had
not been in line with the auditors’ service level targets. They asked for it to be
recorded that this was due to capacity issues at the auditors, rather than any
issues with the College who had been responsive.

The internal auditors thanked College staff including S Newton, E Baldwin and
S Jones for organising the audits in an efficient and organised manner.

The Committee recommended the report to the Corporation, with the agreed
changes.

3.1

Facilities
management -
internal audit

A Blakey introduced the draft internal audit on facilities management. A routine
health and safety inspection found that PAT testing had not been completed on
100% of mobile equipment. This recommendation had been accepted by
management. The College’s Estates strategy was in place. The auditors
reported that it was a well organised area and no major areas of concern were
found.

The Committee asked for more information on the sample size of PAT testing
and also asked that the report was clearer regarding the likely
financial/reputational impact to the College if an untested item of electrical
equipment was the cause of an insured event (such as fire) or resulted in harm
to users of the facility. The committee expects internal audit reports to plainly
set out the potential consequences of identified governance gaps or non-
compliances and to clearly outline the suggestions for a proportionate
response by the college to mitigate the residual risks as part of the
recommendations. It was noted that this particular issue had been identified
through scrutiny of College health and safety inspection reports. S Jones
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confirmed that testing was carried out all fixed wire electrical installations
which were a higher risk. He also confirmed that the College was moving to a
contractor to undertake PAT testing over the summer period which would offer
more value for money than using the existing in-house team. Governors noted
that the legislation over PAT testing had changed, and it was important for the
College to have its own policy on PAT testing and to show compliance with
that policy; this may not require annual testing in all cases.

The Committee noted that the title of the audit was misleading as its focus was
on compliance rather than value for money. The internal auditor confirmed that
value for money aspects had been identified and she would reflect this more
visibly in the next draft of the report. This included their review of condition
surveys and the decision making process in repairing or replacing equipment.
The Committee also asked for future internal audit reports to set out the audit
programme as an appendix to understand what had been covered in the audit.

The Committee asked that the scope of future audits be circulated to the
Committee electronically so they can understand the intent of each audit before
work begins.

3.2

CPCA Funding
audit

S Jones introduced the findings of the CPCA funding audit report.

Following the CPCA audit that was concluded in the spring of 2023, the CPCA
commissioned a second audit to look at EAS and ALS for each of the 2022/23
and 2021/22 financial years.

The audit identified record keeping that was not in line with the funding rules and
this required the clawback of funding. The report generated four
recommendations, all of which were underway to be implemented with just one
item to be resolved in mid-December. S Jones explained that the errors were a
matter of systems not being full integrated with each other, rather than any fraud
on the part of the College.

The Committee agreed that while it was important to maximise funding, this
needed to be done in a way to minimise the risk of clawback. This was
particularly the case where students had received their teaching but that the
records were not sufficiently robust to evidence this.

S Jones explained that accurate student records was a priority for the MIS team,
under the new Director of MIS who was very experienced in the sector.

The Committee agreed that the Director of MIS should be invited to the next
meeting, alongside the auditors who had undertaken the audit.

3.3

Sub-contracting
standard

S Jones introduced the findings of the audit of CRC’s sub-contracting provision
which had been carried out by the audit firm Validera.

He explained that this process was a new comprehensive audit process that
would take place very three years to give the College and the ESFA assurance
that sub-contracting controls, policies and procedures were in place. The audit
had been submitted to the ESFA for confirmation that the College met the
expectations of the sub-contracting standard. Given the positive findings of the
audit, It was not expected that the ESFA would raise any concerns.
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3.4

Progress report on
outstanding audit
recommendations

S Jones introduced the report on outstanding audit recommendations.

There were two reports for tracking internal audit recommendations. The first
report covered the internal audits carried out in 2021/22 for which there were
four outstanding actions. It was agreed that two of the actions could now be
removed, and the remaining actions have a new deadline of March 2024.

The second report from TIAA covered the tracking of internal audit
recommendations from 2022/23. Evidence of completion of internal audit actions
had been sent direct to TIAA for verification. 7 actions had been implemented
already. One action related to bank details of suppliers of was still in progress
and it was agreed the internal auditor would revisit this for progress as agreed.

3.5

Progress report
from funding audits

S Jones introduced the progress report on actions stemming from funding audits
from both the ESFA and the CPCA.

He explained the current status of the actions in the report and the Committee
noted that good progress had been made in implementing the actions.

4.1

Anti-slavery
statement

L Kerry joined the meeting.

L Kerry introduced the anti-slavery statement. The Modern Slavery Act 2015
required organisations that met specific criteria to publish an annual statement
setting out the action taken to ensure that their business and supply chains were
slavery free. As a result of the turnover of the College exceeding £36 million in
2022/23 a statement needed to be published on the college website by
31 January 2024.

The college had a responsibility to ensure that workers were not being exploited,
that they were safe and that employment, health and safety and human rights
laws were adhered to. It was noted that the report was based on a template
suOpplied by the Association of Colleges. The Committee agreed that the report
seemed comprehensive and set out the key risks and mitigations that the
College had in place.

In response to a query from a Governor, L Kerry confirmed that it was the
College’s intention to update the statement every year even if turnover fell below
the required threshold.

The Committee recommended the statement to Corporation for approval.

L Kerry left the meeting.

A Blakey left the meeting.

4.2

Appointment of
external audit
services for
2023/24

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 efficient and of a good standard. N Hunter said
that their reports were clear and comprehensive.
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It was agreed to recommend the reappointment of the external auditors for
2023/24 financial year.

4.3

Any other business

There was no other business.
[Confidential wording removed]

The Committee felt the meeting had been well paced, and that all members had
contributed to the meeting effectively. It might be helpful for the group to have
an informal face to face meeting, perhaps at the Strategy day. It was also noted
that L Armstrong was attending a masterclass on the role of the Audit Committee
and would report back on any learning points.

There was no other business and the meeting ended at 6:10pm.
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