
AUDIT COMMITTEE 
Minutes of a meeting of the Audit Committee, held in the Council Chamber, the old Town 
Hall, Letchworth, on Monday 2 December 2019. 

PRESENT 

Geoff Lambert (Chair) 
Lynne Ceeney 

Vernon McClure 
Philip Moore 

IN ATTENDANCE 

Kit Davies (Chief Executive) 
Paul Harte (Group Finance Director) 
Lizzie Jones (Corporate Services Director) 
Anne O’Keefe (RSM) 

Rambabu Sankaran (Financial Controller) 
Hugh Swainson (Buzzacott) 
Debbie Tilson (Buzzacott) 
Robert Dale (Company Secretary) 

INTRODUCTORY 

 The Chair welcomed Lizzie Jones to the meeting, the newly-appointed Corporate
Services Director.

 The Chair explained that Lynne Ceeney wished to step down from the Committee for
work-related reasons.  Members greatly appreciated the contribution she had made
over the past couple of years.

ITEM 1A: APOLOGIES FOR ABSENCE 

 Danny Malyon and David Stern.

ITEM 1B: DECLARATIONS OF INTEREST 

 None.

ITEM 1C: MINUTES OF THE PREVIOUS MEETING 

 Minutes of the meeting held on 30 September 2019 were signed as an accurate record
of proceedings.

ITEM 1D: MATTERS ARISING 

 Actions had been progressed as follows:

 Make a proposal to the next meeting for the creation of an Assurance Map.
Action complete.  See Item 2 for discussion.

 Develop a proposal for better reporting of room utilisation data and report to the
next Audit Committee meeting.  Action under way.  See Item 6.

 Develop processes for collecting data about any ‘management over-rides’ of
system or process controls and reporting them to the Audit Committee.  Action
under way.  Further work on reporting about system and process controls is
being undertaken in association with work on the Financial Regulations.
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 Provide narrative in the draft Corporate Governance statement covering the
Learner Number audit outcomes.  Action complete.  See Item 4a.

 Present revised scope for this proposed internal audit to the next meeting.
Action complete.  See Item 7.

 Schedule a closed session for the final meeting of the academic year.  Action
complete.  On the agenda plan for 2019/20.

 Share RSM report with the Board.  Action under way.  RSM reports are
available for Board members.

ITEM 2: CORPORATE RISK REGISTER 

 The Audit Committee was delighted that Performance Bonds associated with the
Group’s interest in Hertvec had been released at the end of October.  This had
materially reduced the Group’s financial risk.  Hertvec was completing its 2018/19
accounts for submission to the Saudi authorities and all its outstanding liabilities had
been met.  The company is currently inactive but does still exist and shareholders will
need to decide what to do with it in future.

Question: What reaction was anticipated from the FE Commissioner’s team?  This 
development had materially reduced the Group’s financial risk and Lloyds Bank 
representatives were pleased; it was expected that the FE Commissioner’s team would 
respond in a similar way. 

 There was one Red risk, associated with apprenticeship achievement rates, which had
been discussed in detail by the Quality & Innovation Committee at its meeting on 25
November.  Data was not likely to show a positive step-change in 2019/20 but should
show modest improvement.

 Members were pleased that an assurance column had been added to the register but
were still keen to see an overview of the assurance universe.  Members also
suggested that the Risk Register highlight which governance committee should be
regarded as overseeing each risk.

Action: Prepare a description of the assurances available to support audit activity to support 
the assurance column added to the Risk Register. 

 Subject to these comments, members endorsed the Corporate Risk Register.

ITEM 3: DRAFT AUDIT COMMITTEE REPORT TO THE BOARD 

 This report summarised the Committee’s activity during 2018/19 and if agreed would
also go to the Board on 9 December.

 The Audit Committee approved the draft report for presentation to the Board.

ITEM 4: DRAFT ANNUAL REPORT AND FINANCIAL STATEMENTS 2018/19 

 Members considered the Group Annual Report and Financial Statements for 2018/19.
Separate reports and financial statements for Group subsidiaries (Hart Learning &
Development Ltd and Plaza Activity Ltd) had also been circulated for review and their
results were consolidated within the Group accounts.  The outcome was a statutory
loss for 2018/19 of £1.4m which compared with a loss of c£5m for 2017/18.  This was
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a significant improvement though not a satisfactory result.  The overall loss was made 
up or an operating loss of £819k (against a budgeted loss of £325k) plus a pension 
charge of £0.6m.  It was recognised that the latter was largely outside the control of 
managers.  Included within the operating loss were unforeseen additional costs 
associated with securing a loan from the Department for Education (professional and 
legal fees) and the cost of a voluntary severance/voluntary severance (VR/VS) 
scheme implemented on the recommendation of the FE Commissioner’s team.  There 
was also an unforecast receipt of £1.1m in overpaid VAT. 

 The balance sheet showed how the creditor position had improved between 2017/18
and 2018/19, and there was a much healthier cash position at the end of 2018/19.
However, the proportion of borrowing had increased and overall, the assessment of
financial health made by the Education and Skills Funding Agency for 2018/19 was
‘Requires Improvement’ (formerly ‘Satisfactory’).  Although a capital receipt was
forecast to be received at the end of 2019/20, because the majority of this would be
committed to redeveloping the college’s sports facilities, the ESFA financial health
rating for 2019/20 was expected to remain at ‘Requires Improvement’.

 Governors made several comments on the draft text which would be incorporated in
the final version to be shared with the Board.  In particular, the Committee suggested
that a detailed paper on the ‘Going Concern’ position be provided.  There was little risk
that the Group would not be able to pay liabilities when they fell due in the coming year
(to 31 July 2020); no expression of material uncertainty should be needed.

 Plaza Activity Ltd has ceased trading and would be wound up fully in 2019/20.  The
lease of premises in Stevenage had been returned to the landlord by exercising a
break and there were no other material liabilities to be met.

 The Audit Committee approved the draft Annual Report and Financial Statements
for 2018/19 for presentation to the Board subject to incorporating their detailed
comments and the preparation of a paper setting out the position in respect of the
‘Going Concern’ principle.

Action: Incorporate suggested amendments into the text of the Annual Report and Financial 
Statements for 2018/19. 

Action: Prepare ‘Going Concern’ paper for the Board to consider in December 2019. 

ITEM 5: EXTERNAL AUDITORS POST-AUDIT REPORT 

 Buzzacott had provided a post-audit report outlining their feedback on the audit
process and making some recommendations for improvement actions.

 The audit had gone well and thanks were recorded to Paul Harte, Rambabu Sankaran
and other colleagues for facilitating the process.  The Auditors were proposing
unqualified audit opinions on the subsidiary and Group accounts.  There had been no
points in respect of Regularity identified and a clean audit opinion was justified.  One
or two external elements were currently being completed (for example, the Hertvec
financial statements for 2018/19 were just about to be finalised and the ESFA funding
reconciliation had only been issued on 2 December).

 As noted in the previous item, there were exceptional items in the 2018/19 financial
statements which it was necessary to disregard to see the underlying position.  This
still showed in an in-year deficit, but one that had improved since 2017/18.
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 Auditors had benchmarked the pension assumptions used to support the Local
Government Pension Scheme charges (included in the account because this was a
funded scheme) and found them to be consistent with those used by other actuaries.

Question: Why was the increase in liability so large?  It was in the middle of the range; 
small differences in assumptions could make a very big difference in outcome.  The Group’s 
LGPS deficit was much smaller as a percentage of income than the sector average.  The 
Triennial Valuation might affect rates for 2020 once it was received. 

 The Board would need to monitor its borrowing position carefully, but that the sector’s
financial position was challenging across the board.  Income from the land sale,
forecast to be received in the next two years, would materially change the picture.

 Reporting on remuneration was in line with the Accounts Direction for 2018/19.  There
was a clear reduction of the CEO pay multiple against the all-staff median over time.

 Few adjustments were proposed; the main one concerned provision for the Plaza debt
on the Group balance sheet.  Write-off would need to be considered in 2019/20.

 The Management Letter identified the expected key issues, including progress of the
land sale, the release of performance bonds associated with HERTVEC, and the
receipt (after the year-end) of monies from HERTVEC which would be recognised in
2019/20.  There was sufficient evidence to support capital expenditure and income
recognition had been checked – with the exception of ESFA funding for which the
reconciliation had only just been received.  The Auditors had been satisfied with the
Regularity report and with estimation techniques adopted.

 A few internal control recommendations had been made and accepted covering extra
checking of timesheets, extra review of credit card receipts, the deployment of anti-
bribery training, and an enhanced process of fixed asset verification.

Question: How many credit card holders were there?  Currently, there were 11 – a 
significant reduction on the position in 2014/15.  It was helpful to have access to this 
payment option as some suppliers were unwilling to use bank transfer payments. 

Question: What was the significance of the ‘diversity of total income’ financial ratio?  It 
largely reflected the proportion of activity from apprenticeships and varied from college to 
college.  It spread the risk but brought different challenges.  Information about financial ratios 
would be useful to inform the Board’s consideration of strategic direction. 

 The Audit Committee accepted the report and welcomed the commitment from both
parties to hold a ‘wash up’ meeting early in the New Year to discuss improvements to
the process to be adopted in 2019/20.

Action: Schedule a ‘wash up’ meeting with the auditors in early 2020. 

ITEM 6: ROOM UTILISATION REPORT 

 The report described progress towards addressing a historic internal audit
recommendation to secure better data on room utilisation within the college estate.  An
update would be available in February 2020.

 Members accepted the report.
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ITEM 7: INTERNAL AUDIT PROGRESS REPORT 

 The report from RSM confirmed that no audits had yet taken place but potential start
dates and scopes had been discussed with responsible managers.

 Members accepted the report but asked that more care be taken to synchronise the
production of internal audit reports with meeting dates.

Action: Review internal audit reporting schedule to maximise alignment with dates of Audit 
Committee meetings. 

ITEM 8: DATA PROTECTION AND INFORMATION SECURITY REPORT 2018/19 

 The report summarised how the Group had approached data protection and
information security in 2018/19.

 Members accepted the report.

ITEM 9: FRAUD AND WHISTLEBLOWING 

 No instances of fraud had been reported and no new whistleblowing cases had come
to light since the previous meeting.

 Members accepted the report.

ITEM 10: GIFTS AND HOSPITALITY REGISTER 

 One declaration had been made since the previous meeting.  This was in respect of
free tickets to a Stevenage Town home match offered to college student and staff –
which the Football Club had also offered to other substantial stakeholders in the town.
It was not possible to say how many had actually been taken up, as individually, the
value of a ticket was below the threshold for declaration.  However, the theoretical
maximum value of the gift/hospitality was £2,522; this was declared for transparency.

 Members accepted the report.

ITEM 11: CLOSED SESSION 

 No one had asked for a confidential discussion with the Committee and so Members
decided that a closed session was not required.

ITEM 12: ANY OTHER BUSINESS 

Treasury Policy 

 A draft Treasury Policy governing the investment of short-term cash surpluses in
interest-bearing bank accounts was proposed.

 Members agreed that the Board should be asked to consider it.

Action: Circulate Draft Treasury Policy for consideration by the Board. 

ITEM 13: DATE OF NEXT MEETING 

 Monday 16 March 2020, starting at 18.30, at the old Town Hall, Letchworth.
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ITEM 14: INFORMATION PAPERS 

 RSM provided three reports on emerging issues in the FE sector for members’
information.  These covered:

 Trust in the Boardroom.

 Digital transformation and cyber security.

 Salary Diversion Fraud.

………………………………………………………………….. …………… 

Signed as an accurate record  Chair Date 

ACTION LOG 

Meeting Minute 
Reference 

Summary of Action Who When 

30/09/19 3. Develop a proposal for better reporting of 
room utilisation data and report to the 
next Audit Committee meeting. 

Paul Harte 15/11/19 

30/09/19 4. Develop processes for collecting data 
about any ‘management over-rides’ of 
system or process controls and reporting 
them to the Audit Committee. 

Paul Harte 31/12/19 

02/12/19 2. Prepare a description of the assurances 
available to support audit activity to 
support the assurance column added to 
the Risk Register. 

Paul Harte 28/02/20 

02/12/19 4. Incorporate suggested amendments into 
the text of the Annual Report and 
Financial Statements for 2018/19. 

Paul Harte 05/12/19 

02/12/19 4. Prepare ‘Going Concern’ paper for the 
Board to consider in December 2019. 

Paul Harte 05/12/19 

02/12/19 5. Schedule a ‘wash up’ meeting with the 
auditors in early 2020. 

Paul Harte 31/01/20 

02/12/19 7. Review internal audit reporting schedule 
to maximise alignment with dates of 
Audit Committee meetings. 

Paul Harte 31/01/20 

02/12/19 12. Circulate Draft Treasury Policy for 
consideration by the Board. 

Robert Dale 08/12/19 
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