" Chelmsford College

AUDIT AND RISK COMMITTEE

MINUTES
TUESDAY 25 JUNE 2024 AT 16.30

Committee Room, Moulsham Street Campus, and via
MS Teams by exception

Members: David Holmes (Chair), Alan Pitcher, Jaya Patten, David Peace
Attendees: Debs Hurst, Debbie Garroway, Mark Emerson, Paul Goddard, Scrutton Bland,
Ra Hamilton-Burns (Director of Governance).

MATTERS ACTION

1. David Holmes welcomed everyone to the newly named Audit and Risk
Committee. He particularly welcomed David Peace as a new member of
the Audit and Risk Committee and as a Board member.

It was noted that Christian Norman is no longer a member of this
Committee as he is now Chair of Quality and Learners’ Committee and
the Search, Governance and Remuneration Committee.

Apologies for Absence
There were no apologies.

Jaya Patten, Paul Goddard and Ra Hamilton-Burns attended remotely.

It was agreed that items 9, 10 and 11 would be taken after ltem 4 as Paul
Goddard has another meeting to attend.

2. | Declarations of Interest and to notify any confidential items
There were no declarations of interest.

3. | To approve the minutes of the Meeting held on 5 March 2024

AGREED: THE AUDIT AND RISK COMMITTEE AGREED THAT THE
MINUTES OF THE MEETING HELD ON 5 MARCH 2024 WERE A TRUE
AND ACCURATE RECORD.

It was noted that there had been an additional £13k of costs paid to Price
Bailey for the overrun in the production of the annual accounts.

4. | Matters Arising

5. Matters Arising

Mark Emerson will recirculate the update advice on making
changes to workflow of the annual data protection report
2022/3 by email.

ACTION: ME to recirculate advice and changes to workflow on the
annual data protection report.

7. Risk Management (strategic risk register and

risk assurance reports)
The current risk is to maths but not until 2024/25 when the increased
requirement will be four hours as the College already delivers three




hours. The risk is more about the DfE stipulation on the delivery of
teaching which the College will monitor against its blended approach.

* The dissolution of ESS will be added to the risk register

Work on bringing accounts back into the College is ongoing and the
College will have to set up a new pay roll system for 26 August. The risks
around viring the services of ESS will be listed discretely in the new risk
register. Staff will TUPE across to the College on 31 July 2024.

9. Schedule of outstanding internal and external audit items

For last year the College was selected for a full funding audit and the
report was not released until March 2024 which delayed the sign off of
the 2022/23 annual accounts. Mark Emerson said that a systems issue
with DSATS at KPMG had led to this delay at colleges selected for the
funding audit that year. The funding audit highlighted a difference of
£2.08 for the year. All else was clear. For this year, the new external
auditors will stipulate how the funding audit is undertaken.

Fraud framework

Paul Goddard said they have recently completed an anti-fraud framework
audit, and this will be utilised in any audit where there is a fraud risk. He
suggested that the funding audit submitted by the ESFA in March should
be circulated to the Committee members.

Action: DH to circulate external funding audit to all Audit and Risk
Committee members

TO DISCUSS AND APPROVE

Item 9

Proposal for the 2024/25 Internal Audit Plan
This is a full internal audit plan for the use of College management.
Section 2 — the Post-16 Audit Code of Practice 2023-24 requires the Audit
Committee to provide 7 or 8 opinions. The last is on subcontracting. The
internal audit plan revolves around these. In a normal year the internal
audit centres on:

e Assurance
Risk Management
Governance
Internal Control
Subcontracting
Value for Money
Safeguarding of Assets
Solvency
The plan was prepared against the March 2024 key risks and draws out
all possible audit areas to be considered over a period of time. This also
gives a history of the internal audit work.

There is now a draft of the internal audit plan for the year for the review
and input of the Committee.

e Adult recruitment

e Human resources

e Integrating ESS functions back into the College
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e Health and safety
e Environmental and social responsibilities
¢ Risk management

Governors asked where the risk level had been taken from. This was from
the College risk register. The Committee commended the risk register
and are seeking to get maximum value from the information it offers.

The Committee commented that this represented a reasonable scope of
work matched against the key risks in a high-risk environment. They
recognised that it is critical that the College seeks assurance on the most
key risks. The connection between the risks offered a logical, cohesive
picture and was a sensible approach.

Governors said that it would be useful to understand the impact of risks
even if the probability would be low and asked if this could be built in.
Members added that the accumulation of risk is another potential weak
point which should be monitored.

It was suggested that a review of any incidents that had happened that
had not appeared on the risk register last year would offer a ‘lessons
learned’ narrative.

Debs Hurst said that the Board’s appetite to risk would also be a useful
conversation as the College tends to be conservative. The new CEO and
Board members might look at this in context of a new government.
Governors agreed that the risk appetite and risk culture should be
reviewed frequently, and the Board and College can adjust its behaviour
in response to the context in which they find themselves.

ACTION: DH to suggest a session on risk appetite at the Board
Development Day on 13 October and invite PG to lead the
discussion.

The above actions would be taken into consideration and there was a
recognition that the plan may have to adjust to circumstances, but the
Committee agreed to recommend the plan as comprehensive and
appropriate.

AGREED: THE AUDIT AND RISK COMMITTEE AGREED TO
RECOMMEND THE INTERNAL AUDIT PLAN 2024/25 TO THE BOARD

ACTION: PG to issue a PDF version of the internal audit plan

ACTION: RHB to add a copy of the final plan to the September
Board meeting agenda

Item
9b

Internal audit report on Essex Shared Services Key financial controls
Procurement

The prior report had been an AMBER report with several
recommendations. This report is GREEN with significant assurance for
procurement and value for money. This represents a good improvement.
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The recommendation was that the evidence is stored centrally for both the
College’s and auditors’ benefit.

Income and debtors

For the College with relatively low revenue outside the 16-18 provision,
the debtors’ position is straightforward, and this was the first time SB had
audited this area. The values are modest, and the processes were
reviewed. There are three low level recommendations. One housekeeping
on language and two on formalising process to have them in place for any
growth in the future. The nursery debt activity evidence was hard to locate
so the recommendation is to centralise evidence going forward.

The Committee thanked Paul Goddard for the context and the report. They
noted that the recommendations have been accepted by management but
noted that the date for completing them are sometimes the end of
December 2024. The incorporation of the ESS finance team into the
College and the review of systems means that this later date is more
appropriate.

Governors asked why there is a debt of over 91 days or longer for £13,750.
This related to an apprentice contract with a company who will not pay until
the learners have completed.

There are three audits left to report on as the team was redirected for
Ofsted and other reasons:

o TLevels

e Anti-Fraud

e High Needs Learners’ support

There is nothing significant from the anti-fraud audit to report. These
reports will come to the next meeting of the Audit and Risk Committee in
their autumn meeting.

The Committee noted that the delays were all for practical reasons and
accepted that the reports will come next year.

Action: SB to forward audit reports as they are completed.

Item | Update on audit recommendations and implementations

10 David Holmes commented that in general it was pleasing to note that
good progress had been made with no urgent concerns.

Item | Update on national and statutory audit matters

11 Paul Goddard gave an update to the Committee.

¢ Reclassification issues - Colleges require approval for decisions
that fall within Managing Public Money and Scrutton Bland are
seeing around 20% of their clients having to seek retrospective
approval. He advised the College to be mindful to stay within the
requirements set out in the_Finance Handbook.

e The ESFA has agreed to remove the Annexe G Audits required
which will reduce bureaucracy for colleges.
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https://www.gov.uk/government/publications/managing-public-money
https://www.gov.uk/guidance/college-financial-handbook

e Scrutton Bland has observed a churn of senior managers either
for retirement or moving to another college. This has led to
recruitment issues and lack of institutional memory.

o External reviews — most colleges have had their external board
reviews which in principle are a positive thing. However, some
have felt that the outcome did not reflect their colleges, and this
may reflect the wide-variety of firms undertaking the reviews and
no, one holistic approach.

e Exam issues — in some Colleges senior staff are having to
redirect colleagues for invigilating to support students and costs
have risen. Both of which is a strain on Colleges

e Bursary payments — there is more of a focus on this now from
the view of the accessibility for students and are colleges
providing support in line with ESFA requirements and can they
evidence that payments were made appropriately.

Procurement Act 2023 - this is aimed at SMEs.
Defunding of BTECs — the position may be reviewed if the
Labour party get in

e Setting budgets for 2024/25 is problematic with many colleges
setting deficit budgets.

e Finance handbook - this is useful to share on the governor
portal. This had been done and was circulated in the June 2024
briefing.

David Holmes thanked Paul Goddard for his helpful updates.

Debs Hurst reported that there had been an external board review and
all recommendations had been accepted and the report is on the
College website.

Action: RHB to send PG the external Board review.

External auditors’ report — mostly around internal controls on balance
sheet and having information ready for the auditors. It is hoped this will
be much easier

Action: DH will share the external auditors’ report with members

Paul Goddard left the meeting.

5. Risk Management Report (including Dartboard) for noting and
decisions.
The College uses a 5x5 matrix and an infographic is created.

Many of the risks have been reduced:
¢ Recruitment of governors — moved to green
e Delay to Annual report and accounts — moved to green
¢ Going concern/bank covenants has moved to amber

Since the last report there are three new risks:
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e Risk 19 - Recruitment of External Auditors, the Deputy Principal
FCS will update the Committee at the meeting

¢ Risk 20 — Refinancing of balloon payment by the DFE. Mitigated to
green.

e Risk 21— dissolution of Essex Shared Services

The DfE has responded to an earlier request from Debs Hurst and is
offering to refinance the loan based on the College Financial Forecast
Return (CFFR), a loan at 5.2% (public loans rate) over 6.7 years. The
current bank rate is 5.5%. The interest rate will be reviewed annually each
April.

Debs Hurst had asked if the Barclays loan and the Lloyds loan could be
consolidated and paid over a longer period. The Lloyds loan cannot be
considered as the College is now paying the capital and the DfE won'’t
consider it unless the College defaults or Lloyds calls in the loan as the
College is not meeting its covenants. Lloyds Bank is willing to waive all
covenants not met this year and not measure the cash covenant this year
which will support a positive going concern statement . They will then set
new measures going forward:

e £1.5m by July 2025

e £2m by July 2026 onwards to the end of the year.

Debs Hurst will go back to suggest that the £2m would be reduced to
£1.75m. Debs Hurst confirmed that the loan rate for the Lloyds loan is at
3.2%.

Governors asked if there are other risks to bring to the Committees’
attention. The main concern is the dissolution of Essex Shared Services.
The migration of the data to Chelmsford College’s accounting system is
risky as the College has had to contract with a new supplier. The risks
will be broken down and reported back. The staff are TUPEing over.
There will not be a procurement officer from August 1, 2024.

Business Resilience Policy (update April 2024)
This policy includes the following updates:
e minor updates in response to the DfE guidance: ‘Protective security
and preparedness for education settings’ published in
April 2024.
e It also includes specific risk assessments for off-site provision at
Billericay Town Football Club
Governors asked if there has been any scenario planning. This has not
been done recently but elements will be tested next year. Standard IT
back up tests are taking place, but a full cyber attack simulation has not
taken place. The College is compliant with cyber essentials. The DfE has
been seeking an affordable kite mark but to date one has not been found.

AGREED: THE AUDIT AND RISK COMMITTEE AGREED TO
RECOMMEND THE BUSINESS RESILIENCE POLICY (UPDATED APRIL
2024) TO THE BOARD AT ITS MEETING ON 26 JUNE 2024.
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Action: DH to provide all internal audit reports from 2022/3 for
uploading to the Governor portal.

College Accounts Direction

The College Accounts Direction for 2023/4 is standard with nothing to note.
Pay assumptions for pension liability calculations (LGPS)

Debs Hurst reported that the College had paid staff a 6.5% pay increase
from January 1in 2024. She will therefore wait for the actuaries to calculate
and report back. If there is adjustment to be made, the Committee and
Board will be informed.

Risk Management Policy update
Debs Hurst recommended that this policy does not change until the Board has
reviewed its risk culture and appetite.

AGREED: THE AUDIT AND RISK COMMITTEE APPROVED THE RISK
MANAGEMENT POLICY.

6. | Fraud report
There have been no incidents of fraud of which Debs Hurst has been made
aware.

The internal audit report on procurement, income and debtors from
Scrutton Bland reported significant assurance.

7 Going Concern report
This had been discussed during other items. It is too soon to write a going
concern statement. Both items from last year have been mitigated

AGREED: THE AUDIT COMMITTEE AGREED IT WOULD BE
APPROPRIATE TO ADDRESS THE GOING CONCERN POSITION IN
THE AUTUMN WHEN THE FINANCIAL STATEMENTS FOR 2023-4
HAVE BEEN PREPARED AND AUDITED.

8. | External auditor appointment

Price Bailey resigned with one year of their contract to run. The College
went to tender for new external and regularity auditors. 12 companies
expressed an interest with seven going onto download the pack. No firm
submitted an application. The College contacted several of the firms to
find out why they had not bid and reasons ranged from companies not
having resource to not being in the FE market anymore.

The DPFCS contacted RSM and gave an indicative quote for £110k
which is more than double last year’s costs to Price Bailey. MHA provided
a quote of £63k. MHA are based in Leicester and RSM is based in
London. Debs Hurst recommended appointing MHA. The only risk is that
they are also providing services to South Essex College Group. MHA has
assured the College that they have the resources to provide the service
to Chelmsford College.

AGREED: THE AUDIT AND RISK COMMITTEE AGREED TO
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RECOMMEND THE APPOINTMENT OF MHA FOR THE 2023/24
EXTERNAL AUDIT TO THE BOARD AT ITS MEETING ON 26 JUNE
2024.
COMMITTEE MATTERS
9 TOR compliance and committee end-of-year self-assessment
Ra Hamilton-Burns explained that the SGR Committee intends to do a
root and branch review of the Terms of Reference for committees in
relation to the College’s refreshed Instrument and Articles and Standing
Orders as the documents had become out of synch. The review of the
Audit ToRs will also include a cross check with the latest Post 16 Audit
Code of Practice.
An end-of-year committee self-assessment would be sent after the
meeting and Committee members were asked to complete it. The Director|
of Governance noted that two of the four members are new to the
Committee so this wouldn’t be easy for them to do.
13 | Any other business
There was none.
The meeting ended at 18.20
14 | Date of next meeting
The next meeting will be Tuesday 19 November 2024.
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