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The Hart Learning Group is the trading name for North Hertfordshire College Further Education Corporation 

AUDIT COMMITTEE 

Minutes of a meeting of the Audit Committee, held in the Council Chamber, the old 
Town Hall, Letchworth, on Monday 3 June 2019. 

PRESENT 

Lynne Ceeney 
Danny Malyon 

Vernon McClure 
David Stern 

 

IN ATTENDANCE 

Kit Davies (Chief Executive) 
Lucy Hann (Chief Operating Officer) 
Paul Harte (Group Finance Director) 
David Hitchen (Corporate Services 
Director)  

Chris Rising (RSM) 
Lindsey Sherring (Director, Hart L&D) to 
Item 3 only 
Robert Dale (Company Secretary) 

 

INTRODUCTORY 

 Members agreed that David Stern should take the chair for this meeting. 

ITEM 1A: APOLOGIES FOR ABSENCE 

 None. 

ITEM 1B: DECLARATIONS OF INTEREST 

 None. 

ITEM 1C: MINUTES OF THE PREVIOUS MEETING 

 The minutes of the meeting held on 13 March 2019 were signed as an accurate 
record of proceedings. 

ITEM 1D: MATTERS ARISING 

 Actions had been progressed as follows: 

 Confirm that KPMG intended to provide an audit exit statement for its 

successor firm.  Action complete.  A handover process between KPMG 

and Buzzacott was under way. 

 Agree a panel interview process, including defining selection criteria, Panel 

membership and dates/times and circulate to the Committee.  Action 

complete.  The tender review process was completed at the end of April.  

David Stern and Andrew Simmons participated on behalf of the Board; 

Executives involved were Kit Davies, Paul Harte and Lucy Hann.  Selection 

criteria were the level of the audit fee, the experience and skill base of the 

audit firm, its approach to the audit process and its understanding of the FE 

sector.  A short paper on the appointment had been circulated to members 

only separately from the meeting pack (Item 2). 

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

complete.  A deep dive was on the agenda for this meeting (see Item 3). 
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 Circulate the executive summary from the report by Tech Department.  

Action complete.  This was circulated to members on 25 March 2019. 

 Find an opportunity to promote the Whistleblowing Policy again.  Action 

ongoing.  A range of opportunities were taken including ‘Policy of the 

Month’ in the regular staff newsletter. 

ITEM 2: INTRODUCTION TO THE NEW EXTERNAL AUDITORS 











Members considered the paper setting out the background to the appointment of 
new auditors.  This had resulted from the consideration of three competitive bid 
submissions and presentations from the three candidates.  The successful bidder 
(Buzzacott) had demonstrated a clear understanding of the challenges facing the 
college and – although the decision was not made on price alone – had also 
submitted the lowest price. 

Initial planning meetings had taken place and a portal set up to share reports, 
minutes, papers and other evidence relating to the statutory accounts.  It was 
hoped that this would reduce the number of email exchanges over information to 
be shared.  An initial plan for completing the 2018/19 year end (to be discussed at 
Item 4) had been discussed and agreed in outline. 

A handover meeting between KPMG and Buzzacott had been scheduled, and 
Paul Harte advised that he would be making sure that the transition went 
smoothly.  He noted that KPMG had provided Audit support for the past ten years 
and had been particularly helpful in 2014/15 and 2015/16 when preparation of the 
statutory accounts had been extremely difficult and time-consuming. 

Buzzacott representatives were not expected to attend every meeting of the Audit 
Committee, but would certainly be present at the December meeting. 

Members welcomed the appointment of Buzzacott as External Auditors, and 
recorded their thanks to KPMG who had provided these services since c2008. 

ITEM 3: DEEP DIVE – KICKSTART AND OTHER ADULT EDUCATION BUDGET 
(AEB) PROGRAMMES 

 Lindsey Sherring gave a presentation about a subset of adult education budget 
(AEB) delivery programmes relating to employability.  This accounted for around 
£2.5m of income in 2018/19 via Hart L&D.  The position had become more 
complicated since the devolution of AEB funding to local authority areas with 
elected mayors (including Greater London and Cambridge & Peterborough.  This 
meant that some aspects of delivery had to be matched to defined geographical 
areas.  This was also likely to mean increased differences in delivery 
specifications and success criteria in future.  There was considerable existing 
competition for delivery in some areas such as Greater London; although this was 
an area of the Group’s operations judged to be Outstanding by Ofsted, there were 
other providers keen to offer this service too. 

 In 2018/19, Kickstart recruitment had nearly matched the forecast for the year.  
This programme was short (3 weeks) and led to the delivery of level qualifications 
preparing people for employment.  However, the forecast recruitment for 
traineeships (longer programmes, including five weeks work experience) had been 
undershot by nearly half.  Business planning for 2019/20 slightly reduced the 
forecast for Kickstart but cut the traineeship forecast to only 50 places (against 
120 actuals in 2018/19).  The proposed programmes would include additionality 
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for learners in the form of extra qualifications targeted on learner needs.  The 
proposals for 2019/20 were aligned with available resources. 

 Key risks for 2019/20 delivery were the actual level of demand in an uncertain 
business climate, and the challenge of delivery in devolved areas.  In London, the 
team would need to create strong links with jobcentres and community centres 
and promote the high quality outcomes already delivered by the Group, including 
in London fringes. 

Question: Why were payroll costs expected to rise in 2019/20?  There had been in-year 
vacancies in 2018/19 which had been filled. 

Question: What assumptions about this area of delivery were used in the BDO report 
and financial recovery plan (FRP)?  The FRP assumed that the Group would receive 
£4.7m of income from AEB funding in 2019/20 (of which this area of delivery was one 
part).  Overall, the expectation is that slightly more than this will be received (c£5m) 
depending on exactly how much would be approved by the devolved budget holders.  
There was some potential for upside. 

Question: Was the additional delivery of on-line qualifications the main factor in growth 
in 2019/20?  Yes, together with the bid to Greater London for £750k of AEB funding – 
but the cost of delivery in London was higher, too. 





The report highlighted the expected risks for 2019/20 delivery and identified some 
possible upside to this area of delivery.  The key action was now around the 
transparency, frequency and quality of management reporting on progress and 
outcomes.  Members noted that the definition of the Greater London area (which 
fell just short of the Stevenage campus) could create risks for funding in 2020/21 
and there was a wider worry that Hertfordshire might fail to benefit from the 
Oxford/Cambridge/London ‘golden triangle’ – falling in the middle of the transport 
corridors between these hubs.  This would be considered as a long-term risk, not 
just an in-year challenge. 

Members advised caution in chasing a new funding model; the devolution of 
funding was likely to create added cost and complexity and we should be wary. 
Flexibility over delivery costs was also essential; we needed to be able to react 
quickly to falling revenues. 

ITEM 4: 2018/19 – YEAR-END PLAN 

 The draft timetable included an interim audit in June 2019, a final audit in October 
and statutory accounts presentation in December.  The list of information needed 
was not difficult to provide and although the team was expecting to be asked more 
questions in this first year of Buzzacott’s service, this was not unexpected. 

Question: Would the expected change in the presentation of leases and liabilities 
arising from new accounting standards make a material difference to the Balance 
Sheet?  This was not yet clear, but an explanatory note would be provided if required. 

Question: Had the new banding for reporting senior remuneration been discussed?  
This was clearly understood and would be discussed during the interim audit. 

 A report would be shared with the Board and Audit Committee after the interim 
audit and it was expected that this would provide increased assurance about the 
Group’s position and about risks and controls. 
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ITEM 5: CORPORATE RISK REGISTER 

 There were five risks rated Red at present: 

 HE Student Recruitment.  This was being monitored, and the 
recruitment forecast for 2019/20 had been assumed to be slightly lower 
than the actual number recruited in 2018/19.  Since the local university 
had reduced its entrance criteria to the lowest possible level, there was 
no expectation of further significant decline in recruitment from this 
cause, but it was prudent to assume some further downward pressure.  

 HERTVEC.  The situation remained uncertain.  At present, HERTVEC 
was awaiting a response to a bid submitted to Colleges of Excellence 
(the Saudi client).  The Saudi strategy for vocational training seemed to 
be shifting away from foreign providers and towards local companies, and 
what was available was a twelve month contract.  Two of the three 
colleges currently operated by HERTVEC were being taken back by the 
client, and other colleges were being offered.  HERTVEC had submitted 
tenders for the remaining female college it had operated since 2014, and 
two other female colleges.  Shareholder red lines (lifting of the existing 
performance bonds against the shareholders guaranteed by UK banks 
and substitution by performance bonds on the company guaranteed by a 
Saudi bank, and contract profitability) had been respected in the 
HERTVEC Bid.  Members asked that this matter be considered at the 
Board awayday on 28 June; if a separate teleconference was needed 
before that, it would be arranged. 

Action: Include HERTVEC on 28 June Board agenda. 

 Adult Education Budget devolution.  There were two main areas of 
risk; for 2019/20, relating to the exact value of ‘carried-in’ funding for 
delivery continuing from 2018/19; and, for 2020/21, the impact of a 
decision to set the boundary of ‘Greater London’ for the purposes of 
allocating devolved funding short of the Stevenage campus. 

 Hitchin Land Sale.  The risk had been increased here because of some 
delays around negotiations with the Priory School.  The Property Working 
Party had discussed these and authorised the CEO to conclude 
discussions, going outside the agreed project budget envelope should 
this be necessary (though it was hoped it would not).  The reason for so 
doing was that delay in reaching agreement would impose additional 
quantifiable costs and potential losses of grant funding on the project 
further down the line.  If a deal could be concluded shortly, this risk could 
probably be reclassified as Amber. 

 Apprenticeships timely achievement rate.  Outcomes would be better 
this year than last, but needed to improve further.  This would take time 
and it was likely this area would remain Red for some time. 

 A new risk to be added related to the delivery of T-levels and the forthcoming 
review of the portfolio of level 3 qualifications.  The Group’s current financial 
rating, should it continue, might preclude it from delivering T-levels; this would 
need to be considered as part of medium term planning.  

 RSM drew attention to their analysis of sector risk registers (circulated with the 
agenda at Item 13.  The Group’s high level Risk Register was broadly aligned with 
the rest of the sector; the one area of difference was that HR and staff recruitment 
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risks were not shown on the Group’s corporate risk register.  However, they did 
feature at the next level down, for example, in respect of specialist electrical trades 
at the ECC and Maths and English teachers more generally.  The view was that 
recruitment was not so big a risk as the others raised to the corporate risk register, 
but it was being considered and mitigated.  

Question: Target risk scores were very low; were these realistic?  The executive had 
discussed target risk scores, and appreciated that some would take time to achieve, but 
they were felt to be achievable. 

 Members noted continuing improvement in the quality of the risk register. 

ITEM 6: INTERNAL AUDIT REPORTS – SUB-CONTRACTING AND PAYROLL 

 Two Audit reports and a Progress Report had been shared with the Committee.  
The Progress report had been received late, which disappointed Members.  The 
two Audit reports related to Sub-contracting and Payroll. 

Sub-contracting 

 This was an annual obligation, conducted against ESFA specifications, and no 
audit opinion was required.  A small number of mainly non-material issues had 
been identified, which indicated that the control environment was strong.  
Members noted that the reports were headed ‘draft’ but were actually ‘final’; there 
had been a last minute failure of communication as the allocation of responsible 
managers and dates had been included in the meeting papers but not given to 
RSM.  Final versions had been sent to the college and would be circulated after 
the meeting; they were identical to the reports circulated except for the heading. 

Action: Circulate Final Internal Audit reports to Members after the meeting. 

Question: Would the actions be checked for follow-up?  Yes, this was part of the RSM 
process and would be reported to the Committee in due course. 

Question: Did the audit examine processes for confirming ‘right to work’?  No concerns 
had been identified as a result of the audit, but it was not designed to check the actual 
evidence considered by sub-contractors, only that they had appropriate policies and 
procedures and that these were being applied.  It was noted that there was evidence in 
some sectors of widespread fake IDs being used.  The Group’s processes also included 
DBS checking sub-contractor staff which should significantly mitigate the risk that fake 
IDs would slip through.  However, the team should review how this could be done; it was 
the sub-contractors’ responsibility. 

Question: To what extent was the college involved in initiatives such as SCIF or 
Colleges for the future?  The college had been asked to be an exemplar of quality 
delivery to support other colleges struggling with this.  Given the financial challenges the 
Group faced, it had declined the offer.  A brief would be shared with the Board at the 
forthcoming awayday. 

Action: Prepare a brief on engagement with best practice programmes such as 
Colleges of the Future. 

Payroll 

 This report provided Reasonable Assurance about the control environment.  A 
small number of issues had been identified with the most significant relating to the 
quality of the service provider (Midland HR). 
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Question: How long had Midland HR been providing payroll services?  Midland HR had 
been undertaking this work for just over 12 months.  There had been significant issues 
during the first six months but there had been improvements since then (though there 
was further progress to be made).  There was a regular review process including 
monthly operations calls and an account management meeting.  The provider 
understood that we had been very dissatisfied with their service.  Members commented 
that the performance of other providers was not necessarily any better. 

Question: Were there any penalty clauses in the contract?  Not as such – and this was 
normal for such agreements. 

 The Group was working to automate as many processes as possible to minimise 
the risk arising from remaining manual processes.  The actions identified in the 
Internal Audit report were also being implemented quickly and would be done by 
the end of June 2019. 

 Members had been disappointed that the Progress report had not been issued 
until just before the meeting; dates were known well in advance and this should 
not recur.  Members also discussed how ‘management actions’ were developed.  
They were satisfied that any fundamental disagreement between auditor and 
manager would be shared with the Audit Committee and would not be ‘under the 
surface’.  Internal Auditors could also raise any such matters with the Chair if they 
were concerned. 

 Members accepted the reports. 

ITEM 7: 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 8: GIFTS AND HOSPITALITY REGISTER 

 No declarations had been made since the previous meeting. 

 Members accepted the report. 

ITEM 9: PROPOSED CALENDAR OF MEETINGS 2019/20 

 A draft calendar of meetings had been proposed, together with an outline agenda 
plan.  Members agreed that an additional meeting (taking the total for the year to 
four) was required, in late September or early October.  A date for this would be 
proposed by circulation.  Otherwise, the dates would be: 

 Monday 2 December 2019 

 Monday 16 March 2020 

 Monday 1 June 2020 

Action: Propose and secure agreement for an additional meeting date in 
September/October 2019. 

Action: Circulate Outlook appointments for the agreed meeting dates. 
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ITEM 10: 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 11: ANY OTHER BUSINESS 

 None. 

ITEM 12: DATE OF NEXT MEETING 

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

ITEM 13: FURTHER EDUCATION RISK REGISTER ANALYSIS 

 A report published by RSM analysing the content of FE sector risk registers and 
considering changes over the period 2016 to 2019 had been circulated for 
members’ information. 

………………………………………………………………….. …………… 

Signed as an accurate record  Chair Date 

ACTION LOG 

Meeting Minute 
Reference 

Summary of Action Who When 

03/06/19 5. Include HERTVEC on 28 June Board 
agenda. 

Robert Dale 28/06/19 

03/06/19 6. Circulate Final Internal Audit reports to 
Members after the meeting. 

Robert Dale 28/06/19 

03/06/19 6. Prepare a brief on engagement with 
best practice programmes such as 
Colleges of the Future. 

Kit Davies 28/06/19 

03/06/19 9. Propose and secure agreement for an 
additional meeting date in 
September/October 2019. 

Robert Dale 28/06/19 

03/06/19 9. Circulate Outlook appointments for the 
agreed meeting dates. 

Robert Dale 28/06/19 




