
CONFIDENTIAL 

AUDIT COMMITTEE 

Minutes of a meeting of the Audit Committee, held in the Council Chamber, the old 
Town Hall, Letchworth, on Monday 18 March 2019. 

PRESENT 

Lynne Ceeney 
Danny Malyon 

IN ATTENDANCE 

Kit Davies (Chief Executive) 
Chris Rising (RSM) 

WELCOME 

Vernon McClure 
David Stern 

David Hitchen (Corporate Services 
Director) 
Robert Dale (Company Secretary) 

Robert Dale reported that work to identify potential new Board member candidates 
was ongoing and that an individual with relevant experience had been identified. 
An initial meeting was scheduled for 28 March 2019 with the Chair and CEO; a 
Search Committee interview would either be part of this or would follow. 
References, including from the current FE sector body in which the candidate was 
acting as Audit Chair, would be taken up. If all went well, an appointment might be 
made in time for the next meeting. 

Members agreed that Vernon McClure should take the chair for this meeting. 

ITEM 1A: APOLOGIES FOR ABSENCE 

Kelly Dunn (KPMG), Lucy Hann, Paul Hart, and Laura Kneebone (KPMG). 

ITEM 1B: DECLARATIONS OF INTEREST 

None. 

ITEM 1C: MINUTES OF THE PREVIOUS MEETING 

Subject to changing the list of people in attendance to record Chris Rising's 
attendance in place of Daniel Harris, the minutes of the meeting held on 
3 December 2018 were signed as an accurate record of proceedings. 

ITEM 1D: MATTERS ARISING 

Actions had been progressed as follows: 

Prepare an IA Plan for 2018/19 based on the new Risk Register. Action 
complete. An updated plan has been developed, circulated to members on 
20 December 2018 and subsequently approved by the Board Chair in the 
absence of the Audit Chair. The proposed audits were under way . 
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Question: When would loan documents be ready for consideration? A paper would be 
circulated to the whole Board in the next couple of days. This would address both 
Lloyds and DfE borrowing. There were some issues of concern to be discussed with 
DfE, but there were few options for the Group at present; borrowing from DfE was 
unavoidable and it was expected that terms would be strict. 

Circulate the Internal Audit plan to members once a final draft was available. 
Action complete. The revised plan had been circulated to members on 
20 December 2018. 

Update the Risk Management Policy and circulate to the Audit Committee. Action 
complete. This had been circulated with the Board papers for the meeting on 4 
February 2019 and discussed at that meeting. 

Refresh the presentation of the Risk Register based on the advice from Members. 
Action complete. This was on the agenda for Item 3. 

Agree and circulate the proposed audit opinion wording. Action complete. The 
wording - including the description of 'going concern' was discussed at the Board 
meeting on 1 O December 2018. 

Add a discussion on FE sector funding to the agenda plan for a 2019 Board 
meeting. Action complete. The issue is included in the Board's agenda plan and 
would probably be discussed at the Awayday. 

ITEM 2: FUTURE AUDIT SERVICES 

Earlier in the academic year, KPMG had indicated that, as it had acted as the 
Group's auditors for more than 10 years, it would be considered best practice for 
the Colle e to consider tenderin the external audit for ood overnance. 

■ 

■ 
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■ The timescale for making an appointment was relatively short so a Panel interview
would need to be set up as soon as possible.

Action: Agree a panel interview process, including defining selection criteria, Panel 
membership and dates/times and circulate to the Committee. 

■ Because the Group was currently in Administered status, it was possible that new
auditors would be expected to carry out additional checks to satisfy DfE or the FE 
Commissioner's Office. This might mean additional costs.

■ Members approved the proposed approach to selecting a new external audit
service provider.

ITEM 3: CORPORATE RISK REGISTER 

■ The report identified risks closed and opened since the previous meeting and drew
members' attention to Red rated risks. Risk had been grouped under eight
classifications to help members identify where most risks arose. Red risks were
mainly financial, but there was one Quality risk and one classed as Strategic -
though it also had financial implications.

■ The red rated financial risks were:

• 

• 

• 

• 

• 

The in-year cash position . 
were received from DfE. 

Under-recruitment to HE programmes which in 2018/19 had significantly 
reduced revenue. The programme still generated a return, but the planning 
assumption was that recruitment for 2019/20 would be no higher than in 
2018/19. 

The performance of Hertvec and the risk associated with the performance 
bond. The Board would discuss the current position and future direction 
which as a 32% shareholder it could influence but not dictate at its next 
meeting in April. 

The Quality risk related to the timely achievement of apprenticeship 
outcomes. Although they had improved since 2017/18, there was still a gap 
between Hart L&D and national average performance. The Quality & 
Innovation Committee had discussed this matter in some depth at its recent 
meeting and was aware of the active mitigation under way. 

The Strategic risk related to the devolution of Adult Education Budget (AEB) 
funding to eight areas; the most relevant to the Group being Greater London, 
Cambridge and Peterborough. Rather than receiving a single national 
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funding agreement from the ESFA, although not finalised, separate 
agreements were being reached with these entities too. 

 So far, the indicative allocations for AEB funding for 2019/20 were better than 
expected (at £5.28m) but would be recalculated once the actual delivery level for 
2018/19 was finalised in July 2019  The team would need to model what it might 
expect to receive from this recalculation – which could well be less than the 
£5.28m suggested. 

Question: Was AEB funding for 18+ programmes?  Yes, and these covered – amongst 
other offers - employability, traineeship and access to employment training.  There was 
a funding uplift for students from deprived backgrounds.  Outreach to some of the wards 
in the North Hertfordshire area, which included some with high levels of disadvantage, 
already took place. 

Question: How might prospective students learn of their entitlement to free training?  
Colleges promoted this; there was little active promotion from central government.  
Entitlement was not always obvious and was linked to the type of training sought.  For 
example, literacy, numeracy and English for Speakers of Other Languages (ESOL) 
courses were normally free, but many other qualifications might not be.  There was an 
earnings threshold (c£16k) below which courses could be free.  So quite a lot of work 
needed to be done to identify students entitled to benefit.  Some colleges adopted an 
approach that promoted their offer as Free, but this risked disappointing applicants who 
subsequently discovered that what they wanted to study was not free. 

Question: Who would decide about the right approach to promoting the AEB offer?  It 
was normally an operational decision, but a proposal to take a radically different 
direction than at present would be discussed by the Board before it was determined. 

Question: Would increasing the number of students from deprived backgrounds on 
programmes increase the college’s costs?  There was no reason why costs should be 
affected materially, though there could be more students with higher needs among this 
group.  The college had an outstanding record of delivery to higher need students.  
Governors suggested that the Q&I Committee might carry out a Deep Dive on the 
Kickstart programme at a future meeting. 

Action: Include a Deep Dive on Kickstart on the Q&I agenda plan. 

 Governors discussed the Cyber Security risks.  Notwithstanding the good level of 
assurance derived from the Internal Audit report considered at Item 4, the threat 
remained high and public sector bodies were often at greater risk because of their 
older IT infrastructure.  While members were broadly satisfied with the identified 
mitigations, the risk should remain on the register at a high level. 

 Governors accepted and endorsed the Corporate Risk Register. 

ITEM 4: INTERNAL AUDIT REPORTS – CYBER SECURITYFORECAST 

 RSM had conducted a review of the Group’s IT team’s self-assessment against 
the Cyber Essentials and Ten Steps to Cyber Security standards.  Of the 34 
standards, RSM had validated the team’s assessment of all but 4 (the IT team had 
self-assessed two standards as ‘partly met’ and 28 as fully supported by evidence. 

 Four standards were not fully supported by evidence.  These included one High, 
four Medium and on Low priority actions.  The auditors had discussed with staff 
how the issues could be addressed and four of the six actions had already been 
implemented.  Two would be addressed after 31 March 2019. 
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Question: Had the college implemented two factor authentication?  Not fully, but this 
was being actively worked towards. 

Question: Did the fact that not all self-assessment judgements could be validated mean 
that the IT team had an ‘optimism bias’?  Given that the overwhelming majority of 
judgements were supported by evidence and that where there were disagreements, 
these normally related to timescales, it was not fair to characterise the staff approach as 
unduly optimistic.  It was nonetheless extremely useful to have had an external check on 
the standards applied. 

Question: When would Windows 7 (which would not be supported after the autumn) be 
replaced?  Not all of the existing computer equipment could be upgraded to accept 
Windows 10.  Governors advised that careful consideration should be given to 
replacement because of changing working practices; like for like replacement was not 
likely to be the best approach.  A replacement programme was being developed based 
on an independent external review of needs to address this point.  The aim was to get to 
the point at which a four/five year replacement cycle could be established. 

Question: Had RSM been satisfied with the scope of the audit?  Yes, the limitations 
agreed with Group staff had been sensible and appropriate. 

 The Audit Committee accepted the report and endorsed its recommendations.  
It had been an extremely useful piece of work. 

Action: Circulate the executive summary from the report by Tech Department. 

ITEM 5: FRAUD AND WHISTLEBLOWING 

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

Question: Should the Committee expect to see whistleblowing cases more often?  
Recent history indicated that staff were aware of and had used the policy on several 
occasions over the past couple of years.  Nonetheless, although information about the 
policy was widely available, and included a confidential telephone line to Public Concern 
at Work (PCaEW) it was always worth reminding staff that they were encouraged to 
bring forward concerns (confidentially). 

Action: Find an opportunity to promote the Whistleblowing Policy again. 

ITEM 6: GIFTS AND HOSPITALITY REGISTER 

 One declaration had been made since the last meeting relating to a gift from an 
organisation with which there was a long-standing business relationship.  The gift 
(valued at £50) was a large box of chocolates shared among the whole Hart 
Learning & Development team and other staff based in Stevenage. 

 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. 

Question: Governors asked whether RSM were able to approach the Audit Chair 
independently if they had concerns or issues to discuss?  Yes, and this had been acted 
upon in the past. 
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ITEM 7: ANY OTHER BUSINESS 

None. 

ITEM 8: DATE OF NEXT MEETING 

Monday 3 June 2019, starting at 18.30, at the old Town Hall, Letchworth. 

Signed as an accurate record Chair Date 

ACTION LOG 

Meeting Minute Summary of Action Who When 
Reference 

18/03/18 2. Confirm that KPMG intended to provide Robert Dale 30/04/19 
an audit exit statement for its 
successor firm. 

18/03/18 2. Agree a panel interview process, Paul 29/03/19 
including defining selection criteria, Harte/Robert 
Panel membership and dates/times Dale 
and circulate to the Committee. 

18/03/18 3. Include a Deep Dive on Kickstart on Robert Dale 29/03/19 
the Q&I agenda plan 

18/03/18 4. Circulate the executive summary from David 29/03/19 
the report by Tech Department. Hitchen 

18/03/18 5. Find an opportunity to promote the David 30/04/19 
Whistleblowing Policy again. Hitchen 
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