
AUDIT COMMITTEE 
Minutes of a meeting of the Audit Committee held by videoconference on Monday 1 June 
2020. 

PRESENT 

Geoff Lambert (Chair) 
Vernon McClure 

Philip Moore 
David Stern 

IN ATTENDANCE 

Kit Davies (Chief Executive) 
Paul Harte (Group Finance Director) 

Lizzie Jones (Corporate Services Director) 
Robert Dale (Company Secretary) 

ITEM 1A: APOLOGIES FOR ABSENCE 

 None.

ITEM 1B: DECLARATIONS OF INTEREST 

 Kit Davies declared that he was a member of the Hertfordshire Local Enterprise
Partnership (LEP).

ITEM 1C: MINUTES OF THE PREVIOUS MEETING 

 Minutes of the meeting held on 16 March 2020 were approved as an accurate record
of proceedings and would be signed in due course.

ITEM 1D: MATTERS ARISING 

 Actions had been progressed as follows:

 Prepare a description of the assurances available to support audit activity to
support the assurance column added to the Risk Register.  Action complete.
This was on the agenda at Item 3.

 Include progress report [on response to Mazars Audit findings] on future Audit
Committee agenda.  Action under way.  This would be on the agenda for the
September meeting.

 Discuss options for ‘ethical hack’ testing of staff awareness.  Action under way.
This would be included in Data Protection Action plan for 2020/21.

ITEM 2: CORPORATE RISK REGISTER 

 The Risk Register had been kept under close review and shared three times with the
Board since the previous Audit Committee meeting.  Risks associated with the
operational and financial impact of the COVID-19 emergency had been added and
mitigations and risk scores adjusted where necessary.

 One area for discussion related to a risk to continuing support from lenders (principally
Lloyds Bank).  This had been expressed in terms of the continuing availability of an
overdraft facility and the risk of breaching financial covenants.  Governors agreed that
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these were different risks – but also that there was an over-arching risk about the 
Group failing to be able to finance itself (ie lacking support from potential lenders).  
This should be articulated and individual sub-risks to this controlled and mitigated such 
that both individual assessments of the level post-mitigation risk associated with sub-
risks and an overall assessment of the higher level risk could be made – a large 
number of Amber sub-risks might lead one to conclude that the overall risk was Red 
for example. 

Action: Separate the overdraft and financial covenant risks (and consider others that might 
affect the willingness of lenders to support the Group) and include an overall financing risk. 

 Members endorsed the Corporate Risk Register.

ITEM 3: ASSURANCE MAP 

 The paper had been provided in response to an internal audit recommendation and the
Audit Committee’s view that developing an Assurance Map would help support the
continuous improvement of the risk and assurance framework.  An initial draft
document had been prepared using the ‘four lines of defence’ concept, which identified
different types of assurance available to the Board – ranging from properly qualified
and experienced staff to independent scrutiny from regulators and external auditors.
These had been documented across a number of audit themes with the intention of
exploring whether the Audit Committee found this a useful approach before completing
work on a final Assurance Framework and accompanying Map.

 Governors liked the format and structure for the map; the self-assessment of the
adequacy of assurance would need validation and this was accepted; the current
document was illustrative and had not been through a full peer review process.

Question: Had the draft map been compared with the corporate risk listing and the Internal 
Audit ‘audit universe’?  Not yet; this would also be part of the next stage if the Committee 
was supportive of the approach.  Governors noted that they believed that there was a good 
match between the Assurance Map and the Risk Register, with a few possible gaps to be 
reviewed.  The Map was intended to be constantly reviewed and would be used to support 
the Risk Register, particularly the element dealing with Controls.  It was anticipated that 
specific assurances relating to individual risks (which were caught within the more generic 
descriptions in the Map) would be included in the Register. 

 Governors welcomed the development and added that the first three lines of defence
should be expected to catch all issues – normally.  Something only caught by the
fourth line should be seen as a weakness.

 The Audit Committee approved the draft Assurance Framework and Map.

ITEM 4: YEAR-END AUDIT STRATEGY 

 Hugh Swainson and Debbie Tilson from Buzzacott attended the meeting to present
this paper which outlined the intended approach to this year’s external audit, for which
there were three elements: the audit of financial statements, the regularity audit and
the Teachers’ Pension Scheme audit.  The third of these had just been completed and
seemed to have gone very smoothly.

 The timetable had been discussed at length with the NHC team.  The aim was to
complete work in time to meet the usual submission deadline of 31 December.  It was
possible that this deadline might change as a result of this year’s COViD-19



emergency, in which case, the timetable would be revisited. The intention was to carry 
out work on site - but should this not be possible, most could be undertaken remotely. 

■ The 2019/20 College Accounts Direction had just been issued (and had been
circulated as a paper for information with the meeting pack). There were some
changes this year which would be covered during the audit process, including:

■ the removal of the obligation to prepare a Finance Record for 31 July 2020 (this
had been replaced by the Integrated Financial Model for Colleges (IFMC)),

■ compliance with Office for Students (OfS) reporting requirements;

■ additional information about staffing and remuneration;

■ a new energy and carbon report.

■ Of significance would be the Board's consideration of the 'going concern' principle -
which was to be moved within the report from the Corporate Governance statement to
the Members Report.

■ Three points were drawn to Members' attention. The first related to the impact of the
COVID-19 emergency on the business environment in 2019/20 and in 2020/21. This
would be a consideration for the 'going concern' principle, but it was a sector wide
issue. The Group was mitigating the impact as much as possible, monitoring cash
daily, and making use of government support where appropriate. Losses would be 
sustained for the period between February and July 2020 with a sensitivity analysis
against the current forecast loss at the year-end (£1.2m) showing some upside and
downside risks. The business plan/budget for 2020/21 were developing against a
backdrop of more pessimistic assessments of the business environment and the Board
would have that in mind when considering the 'going concern' principle in October.

■ 

■ The third related to the financial covenants included in the Lio ds Bank loan facilities 

about performance against covenants up to December 2021, so full forecasts at the 
different measurement points (31 October, 31 January, 30 April and 31 July) would be 
needed to inform that debate. 
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Action: Agree revised covenant measures with Lloyds Bank either before 31 July 2020 or in 
time for consideration by the Board of the 'going concern' principle in October 2020. 

■ Governors noted that progress with the Hitchin Redevelopment Project, which had 
been stalled because of the COVID-19 delay in the planning process, was moving
again as NHDC had now instituted a programme of 'virtual' planning committee
meetings. It was hoped to have the application considered at either the July or August
meetings (probably the latter as there were some issues that had come out via the
statutory consultation process that needed to be resolved). This would mean a three
month rather than a six month delay (the latter had been the latest working
assumption) and would potentially mean that a first payment for the sale would be 
received in October 2020. Governors welcomed this news. 

■ Buzzacott indicated that the proposed Audit Fee was in line with that for 2018/19,
though £500 had been added because of the extra reporting on the use of funds to 
align with OfS reporting requirements, and an increase for inflation had been included.

Question: Was it necessary to undertake an audit of Plaza Activity Ltd as this was a 
dormant company in the process of being wound up? A cheaper and more effective use of 
time might be to complete a Members Voluntary liquidation. The intercompany balance 
would need to be written off this year, but that was already expected. 

Action: Investigate alternative to completing an Audit on Plaza Activity Ltd. 

Question: What was the definition of 'materiality'? This would depend upon the element of 
the accounts being audited; some things were material by nature. Typically, however, 1 % of 
the average of income and expenditure would be considered material. 

Question: Had the auditors seen any sign that Balance Sheet impairments would have to be 
applied in relation to property valuations? This was something that the sector would need to 
watch carefully, but it was not thought to be a significant concern for the Group at present. 

■ The Audit Committee accepted the report.

ITEM 5: INTERNAL AUDIT PRIORITIES 2020121 

■ An initial draft had been prepared and circulated but the auditors intended to provide a
final version for the Committee's September meeting when it would be easier to see 
what was realistically possible under COVID-19 conditions.

Question: Was it desirable to leave so long between planned audits of financial controls? 
Several audits between the last such audit in 2017 /18 and the intended next audit (2021 /22) 
had strong financial elements, including taxation, payroll and financial planning (taking place 
in June 2020) and a focus on non-financial audits had been thought appropriate, but the 
timing could be reviewed before the proposal came back to the Committee in September. 

Action: Review the scheduling of the Financial Controls audit. 

■ Subject to this review, the Audit Committee accepted the interim report.
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ITEM 6: INTERNAL AUDIT PROGRESS REPORT 

 One internal audit had just been completed and a second would take place during
June.  Others were expected to be completed before the end of the academic year,
subject to COVID-19 related limitations.  Members recognised the particular
challenges faced so far this year.

 The Audit Committee accepted the report.

ITEM 7: INTERNAL AUDIT BENCHMARK REPORT 2018/19 

 It had been useful to see how the Group’s position compared with other colleges.  The
overall picture was reasonable, with the intention to see more audits moving up to the
top rating.  This item would be kept on the agenda plan for the same time in 2020/21.

 Members noted the report.

ITEM 8: DRAFT CALENDAR OF MEETINGS 2020/21 

 Members accepted the proposed meeting calendar for 2020/21 and the outline
agenda plan.

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 

 No declarations had been made since the previous meeting.

 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 

 None.

ITEM 13: DATE OF NEXT MEETING 

 Monday 28 September 2020, starting at 18.30, by videoconference.

ITEM 14: INFORMATION PAPERS 

 A pack (39 pages) of five papers has been circulated for information.

 Internal Audit Briefing: A note setting out how RSM is continuing to support its
clients during the present COVID-19 emergency.



■ ALERT- COVID-19 email scams: A reminder that malicious individuals will
make use of the current emergency to engage in phishing and similar scams.

■ ALERT- COVID-19 fraud risk: A similar reminder with a focus on fraud risks.

■ Cyber Risks: General information about cyber risk and how to protect against it. 

■ Accounts Direction 2019/20: This is the guidance used when preparing the
annual report and financial statements. There are some material changes and
variations this year which will be addressed when preparing drafts for the audit.

Signed as an accurate record Chair 

ACTION LOG 

Meeting Minute 
Reference 

16/03/20 6. 

01/06/20 2. 

01/06/20 4. 

01/06/20 4. 

01/06/20 4. 

01/06/20 4. 

01/06/20 2. 

Summary of Action 

Discuss options for 'ethical hack' testing 
of staff awareness. 

Separate the overdraft and financial 
covenant risks (and consider others that 
might affect the willingness of lenders to 
support the Group) and include an 
overall financing risk. 

Agree revised covenant measures with 
Lloyds Bank either before 31 July 2020 
or in time for consideration by the Board 
of the 'going concern' principle in 
October 2020. 

Investigate alternative to completing an 
Audit on Plaza Activity Ltd. 

Review the scheduling of the Financial 
Controls audit. 
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Date 

Who When 

Paul Harte 30/04/20 

Paul Harte 30/06/20 

Paul Harte 31/07/20 

Paul Harte 31/07/20 

Paul Harte 31/07/20 

Paul Harte 30/06/20 

Paul Harte 31/07/20 
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