Northern College

The Audit Committee Annual Report to the Board of Governors 2023/24

Purpose of the Report

1.1.This report summarises the activities of the Audit Committee for the financial year 1 August
2023 to 31 July 2024, and up to the point of signing of the financial statements for 2023/24.

1.2.1t is a requirement of the Education and Skills Funding Agency that the Audit Committee
present an Annual Report to the Board of Governors and to the Principal as the accounting
officer for the College. The report must be submitted to the Corporation for consideration
prior to the statement of corporate governance and internal control in the annual accounts
being signed

1.3.The report must include:

1.3.1.
1.3.2.

1.3.3.
1.3.4.

1.3.5.

1.3.6.

1.3.7.

a summary of the work undertaken by the committee during the year (Section D);
the number of the meetings held in the year, and attendance records for each audit
committee member (Section C);

any significantissues arising up to the date of preparation of the report (Section G).
any significant matters of internal control included in the reports of audit and
assurance providers (Sections E and F);

the committee’s view of its own effectiveness and how it has fulfilled its terms of
reference (Section C);

details of the date of appointment of the external auditors and the remaining term
of the contract (Sections E and F);

the committee’s opinion on the adequacy and effectiveness of the college
corporation’s audit arrangements, its framework of governance, risk management
and control, and its processes for securing economy, efficiency and effectiveness
(Section A).



Section A - Audit Committee Opinion 2023/24

Based on the work undertaken by the committee during the year it is the Audit
Committee’s opinion that the Board of Governors can be satisfied with the
adequacy and effectiveness of the College Corporation’s assurance
arrangements, framework of governance, risk management and control processes
for the effective and efficient use of resources, solvency of the institution and the
safeguarding of its assets.

Significant issues or matters of internal control raised during the period are
outlined in Section G.
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1.4. ltis a condition of funding that college corporations establish an audit committee which has

clear terms of reference which reflect accepted good practice for audit committees of
blicly funded organisations. The responsibilities resting on the audit committee are set
tin the Post 16 Audit Code of Practice (ACOP) which sets out the specific requirements
for the assurance, accountability and audit arrangements for providers of post-16 education
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n B - Introduction and Context

d training and the broad framework in which they should operate.

n C - The Audit Committee in 2023/24

1. Terms of Reference

1.1.

1.2.

The committee’s terms of reference attached at Appendix A are based on the

requirements as set out in the Audit Code of Practice.

The terms of reference were reviewed by the committee at its meeting on 4 December

2023 and 4 December 2024 and no changes were proposed.

2. Meetings and Membership

2.1.

2.2.

2.3.

2.4.

The committee met on 4 December 2023, 25 March 2024, 10 June 2024. The committee
also met additionally on 4 December 2024 and 3 March 2025 in order to consider the

financial statements for 2023/24.
All meetings were held virtually.
All the meetings were quorate.

The cycle of audit committee business for 2023/24 is attached at Appendix C.



https://www.gov.uk/government/publications/post-16-audit-code-of-practice

2.5.

2.6.

2.7.

2.8.

2.9.

There were a number of changes to the membership of the committee during 2023/24:
o Liz Stanley’s term of office as a governor ended on 31 December 2023 and
therefore also ended her term on the committee;
e Ray Low was appointed to the committee on 31 January 2024.
e Matt Stephens was appointed to the committee on 29 November 2023.

Membership and attendance therefore comprised:

Liz Stanley (chair - to 31 December Member of the Board 100%
2023)

Seb Schmoller Member of the Board 100%
Ann Corrigan (chair from 1 January Member of the Board 100%
2024)

Ray Low (from 31 January 2024) Member of the Board 100%
Matt Stephens (from 29 November 2023) | Member of the Board 50%

The terms of reference currently state that the committee should consist of at least five
members. The committee has four Board members but was not able to recruit an
independent member of the committee in 2023/24. Despite this the Board can be
assured that the committee remained compliant with the requirements of the Post 16
ACOP which states that an audit committee should have a minimum of three members,
the majority of which should be members of the Board.

The chair of the committee, Liz Stanley, stepped down from her role as a governor on
31 December 2023. Ann Corrigan took up the role on 1 January 2024. Ann has
extensive experience serving as a member of audit committees, along with her previous
experience as the chief finance officer for a large trade union and relevant professional
qualifications.

The Clerk to the Governors (Sarah Johnson) serviced the meetings. All meetings were
attended by the Principal and the Deputy Principal - Chief Finance Officer, together with
representatives of the internal audit service and the financial statements auditor as
appropriate. Other members of the College’s executive leadership team attended by
invitation as required.

3. Skills and Experience

3.1.

3.2.

Audit committees must include individuals with an appropriate mix of skills and
experience to allow the committee to discharge its duties effectively. Collectively,
members of the committee should have recent, relevant experience in risk
management, finance and assurance.

Until 31 December 2023 the committee was chaired by a qualified chartered accountant
with more than 25 years’ experience as an internal auditor and risk manager. The chair
from 1 January 2024 has extensive experience as a member of audit committees and
professional experience as a chief finance officer. Other skills and experience amongst
members include strategic financial management and extensive experience of audit and
governance from other sectors and organisations, the committee therefore continued
to include the skills and experience to enable it to discharge its duties appropriately.



3.3.Members of the committee have also participated in training and development for audit
committee chairs and members provided by the AoC during the year.

4. Effectiveness

4.1.Performance Indicators (Pls) are set for the committee annually. The performance for the
Audit Committee against its Pls for 2023/24 is shown at Appendix B. The committee met
all its targets for 2023/24. The committee also undertakes an annual self-assessment,
and this can be found at Appendix D.

Section D - The work of the Audit Committee in 2023/24

6. Internal Audit

6.1.In July 2022 the Board of Governors approved a recommendation from the Audit
Committee that assurance work would be commissioned on a project-by-project basis
from suitable specialist providers.

6.2.In March 2024 the Audit Committee approved the appointment of Wylie Bisset to carry
out an independent funding review, Wilie Bisset have extensive experience in this area
and carry out funding audits on behalf of the ESFA. This work was carried out during
April/May and they reported their findings to the audit committee in June 2024.

6.3.0n 20 December 2023 the Board of Governors agreed a recommendation by the Audit
Committee to appoint an internal audit firm with experience in the sector to carry out a
funding assurance review during 2023/24 and that an appropriate procurement process
be followed to appoint an internal audit service for 2024/25.

6.4.Following a tender process for internal audit services, the audit committee recommended
to the Board the appointment of Wylie Bisset as the Colleges Internal Auditor for a period
of 3 years, this was approved by the Board in June 2024.

6.5. Throughout the year the College has prepared an internal assurance mapping document
which has been considered at each audit committee meeting, this has provided the
committee with assurance in relation to the adequacy and effectiveness of the Colleges
assurance arrangements to support reaching its opinion for 2023/24.

7. Appointment and Oversight of the Financial Statement Auditors

8.

9.

7.1. To support them with their work the committee appointed financial statement auditors.
7.2. RSM were appointed in 2022 via a full procurement process. An overview of their work
can be found in section E.

Monitoring the Implementation of Recommendations

8.1. At every meeting the committee considered a regular report which outlined the status
of any previous audit recommendations and enabled it to ensure that they were being
appropriately implemented in a timely manner.

8.2. Overall, the committee was satisfied that appropriate progress was made.
Risk Management and Assurance

9.1. The Audit Committee is responsible for advising the Board of Governors on the
adequacy and effectiveness of the Corporation’s assurance framework.



9.2. The committee considered risk management and assurance at all its meetings in
2023/24.

9.3. The College undertook its annual review of the approach to risk management and
assurance at its meeting on 25 March 2024, concluding that that it remained fit for
purpose.

10.Fraud, Irregularity and Whistleblowing
10.1. There were no concerns raised under the Whistleblowing Policy during the period.

10.2. There were no instances of fraud reported to the Audit Committee during the period.

10.3. The Whistleblowing Policy is reviewed every three years. It was last reviewed by the
committee at its meeting in July 2023 and approved by the Board of Governors at its
meeting in July 2023. Changes made were to update references and strengthen
assurances regarding support and encouragement for staff to speak out.

10.4. The Anti-Bribery Policy is reviewed every three years. It was last reviewed by the
committee at its meeting in July 2023 and was approved by the Board of Governors at
its meeting in July 2023. Minor changes were made to update references and aid clarity,
the level of gifts and hospitality which required reporting was raised from £30 to £50;

10.5. The Fraud Response Strategy and Procedures were reviewed and approved by the
committee at its meeting on 25 March 2024.

11.Closed Session with Auditors

11.1.A closed session was held with the financial statements auditors at the meeting in
December 2023.

11.2.The financial statement auditors:

11.2.1. confirmed that their audit was almost complete and that whilst the timescales
were very tight they were confident that the planned timeline to sign the
statements at the December meeting of the Board would be achieved;

11.2.2.  confirmed the inclusion of material uncertainty in their audit report;

11.2.3. reported good working relationships with the College’s executive team and
the receipt of informed and articulate responses to queries;

11.2.4. requested and received assurance that the committee was not aware of any
fraud risks.

12.Health and Safety
12.1. The committee undertakes an oversight role in relation to health and safety. This is

designed to provide an appropriate level of scrutiny of health and safety in the College

in relation to the effectiveness of management structures and risk controls, monitoring

of health and safety performance and the appropriateness of the health and safety

policy, and includes:

12.1.1.  explicitly considering health and safety when developing the internal audit
plan and ensure assurance requirements are integrated as appropriate;

12.1.2. overseeing health and safety risks in the risk register, considering the
assurance in place and identifying where additional assurance is required;

12.1.3. reviewing the health and safety policy and making recommendations to the
Board of Governors regarding approval;



12.1.4. receiving reports from the College’s Health and Safety Committee;

12.1.5. considering the health and safety annual report and making
recommendations to the Board of Governors;

12.1.6. raising any areas of concern with the Board of Governors.

12.2. During 2023/24 the committee:

12.2.1. considered the Health and Safety Annual Report for 2022/23 and agreed that
the report provided appropriate assurance regarding health and safety
management and compliance at the College and recommended it to the
Board of Governors for consideration;

12.2.2. considered a mid-year Report for 2023/24 and was satisfied that appropriate
health and safety assurance had been provided, and that there were no
significant issues of concern.

13.Further Education Commissioner (FEC) Intervention and Supervised Status
13.1. The committee maintained oversight as appropriate to its remit in relation to the
intervention work undertaken by the FEC and the College’s supervised status.



Section E - Internal Audit

17.The Internal Audit 2022/23
17.1.The purpose of internal audit is to undertake on behalf of the Board of Governors a
process for independent checking of key defined internal control processes as agreed
in an annual audit plan. The plan is designed to inform the Audit Committee’s opinion
on the adequacy and effectiveness of the Corporation’s assurance arrangements,
framework of governance, risk management and control processes for the effective and
efficient use of resources, solvency of the institution and the safeguarding of its assets.

17.2.The revised ACOP published in March 2014 removed the requirement for colleges to
appoint internal auditors. In light of this the Corporation periodically reviews how
appropriate assurance can best be gained and whether this should include the retention
of an internal audit service. In July 2022 the Board of Governors approved a
recommendation from the Audit Committee that assurance work would be
commissioned on a project-by-project basis from suitable specialist providers.

17.3.0n 20 December 2023 the Board of Governors agreed a recommendation by the Audit
Committee to appoint an internal audit firm with experience in the sector to carry out a
funding assurance review during 2023/24 and that an appropriate procurement process
be followed to appoint an internal audit service for 2024/25.

17.4.An external funding assurance review was carried out by Wylie Bisset and reported to
the Audit Committee on 10 June 2024.

17.5.The appointment of Wylie Bisset to provide an internal audit service from 1 August 2024
was approved by the Board on 28 June 2024.

17.6. At its meeting in December 2024 the Audit Committee also considered a summary
assurance map which it was able to draw on in reaching its opinion for 2023/24.

Section F - Financial Statements Audit

18. Overview
18.1.ltis a condition of funding that college corporations appoint an external auditor to audit
the annual accounts and a reporting accountant to provide an assurance report on
regularity each financial year. The reporting accountant must be the same as the external

auditor.

18.2.The external auditor must:
18.2.1. audit the annual accounts in accordance with relevant legal and regulatory
requirements and international standards on auditing;
18.2.2. provide an opinion on whether the annual accounts, in all material respects, give
a true and fair view and have been prepared in accordance with the relevant
statement of recommended practice;



18.3.

18.4.

18.5.

18.6.

18.7.

18.8.

18.9.

18.10.

18.11.

18.12.

18.13.

18.2.3. report by exception whether, in their opinion, the College Corporation has not
kept adequate accounting records, the annual accounts are in agreement with
the accounting records and if they have received all the information and
explanations required for their audit.

In line with ACOP requirements and following a robust competitive tender process RSM
UK Audit LLP were appointed by the Corporation as the College’s financial statements
auditors for a period of 3 years from 1 April 2022, with the option to extend for a further
2 years.

Financial Statements Audit 2022/23

RSM attended the meeting of the Audit Committee held on 4 December 2023 to present
the draft Financial Statements and Audit Findings covering the period from 1 August
2022 to 31 July 2023.

The Audit Committee recommended the draft Financial Statements and Audit Findings
report to the Board who signed the statement at its meeting on 20 December 2023.

Financial Statements Audit 2023/24
The fieldwork for the audit of the 2023/24 financial statements took place weeks
commencing 21t and 28th October 2024.

Draft financial statements and audit findings were presented to the Audit Committee for
consideration at its meeting on 4 December 2024.

Whist the majority of the audit was complete, the audit could not be concluded due to
awaiting a decision from SYMCA on their residential funding methodology for 2025/26.

The committee met again on 3 March 2025 once the SYMCA residential funding
methodology for 2025/26 had been received, the going concern assessment was
complete and the financial statements were approved for recommendation to the Board
of Governors at its meeting on 12 March 2025.

Improper Revenue Recognition - AEB and Community Learning 2023/24

In March 2021 the ESFA announced changes to the Audit Code of Practice which
resulted in the external auditors no longer being able to place reliance on the funding
confirmations. As a result, alternative procedures were required to be performed to
conclude the auditors audit opinion on the financial statements.

Testing was only for the purpose of expressing an opinion on the financial statements
and could not be relied on to give the Board assurance over the accuracy and
robustness of the College's systems.

RSM UK, using their funding body income specialists, tested the AEB and Community
Learning income recognised in the year and noted that initial assessment had not
highlighted any immediate concerns to bring to the committee's attention. They have,
however identified some control points.

Regularity Self-Assessment 2023/24
To support college corporations in drafting their statement on regularity, propriety and
compliance in the financial statements the Education and Skills Funding Agency have



developed a self-assessment questionnaire. This aims to provide clarity over the
framework, including the funding bodies’ interpretation of the key requirements and the
type of evidence that should be considered.

18.14.A completed copy of the questionnaire was considered by the Board of Governors at its
meeting in October 2024 and approved for signing.

18.15. In December 2024, the regularity self-assessment for 2023/24 was considered and it
was noted that there had been no changes.

18.16.No areas of non-compliance were identified by the College.

18.17.The self-assessment is reviewed by the auditors as part of the regularity audit, who
stated in their audit findings report that:

“Our review has not identified any issues of non-compliance and as
a result we will be issuing an unqualified regularity opinion within the
financial statements’.’

Additional Services Provided by the External Auditor

18.18.No additional services were provided by RSM during 2023/24.

Section G -Significant Issues

19. Overview
19.1. The audit code of practice requires this report to summarise any significant issues arising
up to the date of preparation of the report.

FEC Intervention

19.2. As a result of financial challenges the College was placed in FEC intervention during
2020/21 and participated in a FEC led structure and prospects appraisal (SPA) which
resulted in the College maintaining an independent future. The intervention did not
identify any concerns relating to the governance and management of the College. The
College remained in intervention throughout 2023/24 and the FEC continues to
undertake periodic engagement to take stock of progress and support the College.

Changes to Residential Funding Rules

19.3. In October 2023 the College was notified by the Department for Education of changes
to the way national funding will be accessed for the residential element of the College'’s
provision from 2024/25 onwards. This represents a small part of the College’s funding
(roughly 6%) and therefore is not a financially significant decision. It is however an
important point of policy.

19.4. Letters regarding the future funding methodology for residential provision have been
received from the College’s two main funders (South Yorkshire Combined Mayoral



Authority and West Yorkshire Combined Authority). Whilst there is further clarification
of the detail required, they do provide a level of comfort regarding residential funding
in the short term.

19.5. Compliance with funding requirements will form part of the College’s internal audit plan
for 2024/25.



Appendix A

Northern College

1 Membership 1.1.  Atleast five members, the majority of whom should be members
of the Board of Governors, at least one of whom must have
relevant financial/audit expertise.

1.2.  Theinternal and financial statements auditors shall be entitled to
attend and speak at all meetings of the committee where
business relevant to them is being discussed, but not vote.

1.3.  Senior management shall be invited to attend meetings,
particularly when their area of responsibility is under discussion
and shall be entitled to speak at such meetings, but not vote.

1.4.  The committee may invite third parties to attend their meetings
as appropriate. Such persons shall not have a vote, but shall be
entitled to speak at the meeting.

1.5.  College staff may not be members of the committee.

1.6. In order to maximise the committee’s independence and
objectivity, the following people shall not be eligible to be
members:

e members of the Policy and Finance Committee

e the chair of the Board of Governors

e governors who have a significant interest in the
College.

1.7. The committee shall be entitled, whenever it is satisfied that it is
appropriate to do so, to go into confidential session and (subject
to the rules as to quoracy set out below) to exclude any, or all,
participants and observers, except the Clerk to the Governors.

1.8.  The committee is responsible for maintaining its independence
in appointing members; the terms of reference shall be
approved annually by the Board of Governors.

2  Authority 2.1 The committee shall have the authority to investigate any activity
within its terms of reference and be granted rights of access to
obtain all the information that it considers necessary from



3

4

5

Quorum

Frequency of
Meetings

Responsibilities
of the
Committee

3.1

4.1

4.2

5.1

5.2

5.3

5.4

5.5

5.6

5.7

members of the staff and governors and to consult the IAS,
financial statements auditor and the funding auditor directly.

The quorum for meetings of the committee shall be three, two of
which shall be members of the board.

The committee will meet at least three times per annum. The
internal auditor where appointed, funding auditor and financial
statements auditor may request a meeting of the committee if
they consider that one is necessary and the committee will
endeavour to comply with such requests.

The committee will meet with the auditors without management
present at least annually.

Assess and provide the Corporation with an opinion on the
adequacy and effectiveness of the College’s audit arrangements,
framework of governance, risk management and control, and
processes for the effective and efficient use of resources, the
solvency of the institution and the safeguarding of its assets.

Advise the Corporation on how best it can fulfil its obligations to
secure the proper, economic, efficient and effective use of
resources and to safeguard the College’s assets.

Monitor, within agreed timescales, the implementation of
recommendations arising from the management letters and
reports of the financial statements and regularity auditor, and of
any reports submitted by other providers of audit and assurance
services to the College.

Oversee the College’s policies on fraud and irregularity and
whistleblowing, and ensure the proper, proportionate and
independent investigation of all allegations and instances of
fraud and irregularity.

To consider and recommend the annual financial statements to
the Board of Governors for approval.

Advise the Corporation on the appointment, reappointment,
dismissal and remuneration of the financial statements and
regularity auditors and other assurance providers, including
internal auditors where appropriate, and establish that all such
assurance providers adhere to relevant professional standards.

Inform the Corporation of any additional services provided by
the financial statements, regularity and other audit and assurance
providers and explain how independence and objectivity were
safeguarded.



Election of
Chair

Clerking the
Committee

Reporting to
the Board of
Governors

5.8

5.9

5.10

5.1

5.12

5.13

5.14

5.15

5.16

6.1

7.1

8.1

8.2

To establish, in conjunction with College management, relevant
annual performance measures and indicators and to monitor the
effectiveness of the financial statements auditors and IAS where
appointed through these measures and indicators and decide,
based on this review, whether a competition for price and quality
of the audit service is appropriate.

Advise the Corporation on the adequacy and effectiveness of the
College's assurance framework.

Consider whether there is a need for an internal audit service
(IAS) and make a recommendation to the Corporation.

Where there is no IAS ensure there is sufficient and objective
assurance to enable an opinion on the adequacy and
effectiveness of the College’s audit arrangements.

Where an IAS is appointed review and advise the Board on the
scope and objectives of its work, ensuring it has necessary
resources and access to information to enable it to fulfil its
mandate and monitor and review its effectiveness.

Ensure the effective coordination between the IAS (where
appointed), the funding auditor and the financial statements
auditor, including whether the work of the funding auditor
should be relied upon for internal audit purposes.

Keep under review the effectiveness of the College’s approach
to risk management and assurance and receive reports from
management on the effectiveness of the systems.

Consider any risks allocated to the committee for oversight.

To consider and advise the Board on relevant reports by the
National Audit Office, the Education and Skills Funding Agency
and any other funding bodies and where appropriate
management’s response to these.

The chair of the committee will be selected by the Board of
Governors from the board members other than those listed at 1.6
above.

The Clerk to the Governors shall act as clerk to the committee.

A summary of each meeting of the committee will be presented
to the next available board Meeting.

The committee will produce an annual report for the Corporation
which will include:



Effectiveness

9.1

the committee’s view of its own effectiveness and how it
has fulfilled its terms of reference;

the committee’s opinion on the adequacy and
effectiveness of the College’s audit arrangements, its
framework of governance, risk management and control,
and its processes for securing economy, efficiency and
effectiveness.

The committee shall review its effectiveness annually.



Audit Committee

Performance against 2023/24 Pls

Appendix B

Performance Indicator Target Achieved
All meetings to be quorate. 100% 100%
Individual attendance of members. 66% ?20%
Make a recommendation to the Board on the 100% 100%
adequacy and effectiveness of the College’s systems
of internal control and its arrangements for risk
management, control and governance and for
securing value for money annually.
Advise the Board on the appointment of the FSA 100% 100%
annually.
Provide an annual audit committee report to the 100% 100%
Board of Governors.
Carry out the responsibilities of the committee as 100% 100%

outlined in the terms of reference.




Order of Business

Appendix C

Audit Committee

2023/24

Autumn - Dec 2023
Minutes of Previous Meeting

Spring - March 2024
Minutes of Previous Meeting

Summer - June 2024
Minutes of Previous Meeting

Closed Session with Auditors

Post 16 ACOP

Post 16 ACOP

Internal Audit Plan - updates and
reports

Internal Audit Plan - updates and reports

Internal Audit Plan - updates and reports

External Audit reports

External Audit reports

External Audit reports

Audit Recommendations Status Report

Audit Recommendations Status Report

Audit Recommendations Status Report

Risk Register

Risk Register

Risk Register

Compliance Annual Report - Health &
Safety

Risk Management Annual Review/Report

Compliance Mid-Year Report - Health & Safety

Compliance Annual Report - Data
Protection

Appointment of FSA (including review of
performance)

Compliance Mid-Year Report - Data Protection

Internal Audit Plan 2022/23

Policies for Approval (see Policies Framework)

FSA Audit Plan, Schedule and Fee

Draft Financial Statements 2022/23 and
Audit Findings Report

Committee Membership, training and
Development

FSA Engagement Letter

FSA Representation Letter

Accounts Direction

Review of Internal Audit Arrangements

Register of Gifts and Hospitality

Policies for Approval (see Policies
Framework)

Policies for Approval (see Policies Framework)

Committee Membership, training and
Development

Committee Membership, training and
Development

Annual Audit Committee Report to the
Board for 2022/23

Order of Business

Committee self-assessment, KPIs and
terms of reference

Draft Financial Statements 2022/23 and
Audit Findings Report




Health and Safety Annual Report

Compliance Annual Report - Data
Protection

Internal Audit Plan 2023/24

FSA Representation Letter

Regularity Self-Assessment 2022/23




Appendix D
The Audit Committee Self-Assessment Checklist 2023/24

Did the Audit Committee have written terms of reference that are in line with the Post 16 v
ACOP?

\Was there at least one member of the Audit Committee who has significant recent and v
relevant experience? (Audit, Finance and Risk)

Did membership exclude the chair of the Board, ELT and members of the policy and v
finance committee?

Did the Audit Committee meet regularly and in-line with the Post 16 ACOP? v
Did the committee advise the Board on the appointment of external auditors? v
Did the committee advise the Board on the provision of internal audit activities? v

Did the Audit Committee produce an annual report for the Board advising on the adequacy
of the internal control systems operating at the College?

Did the Audit Committee recommend to the Board for approval an internal audit annual v

plan?

Did the internal auditors produce an annual report for the Audit Committee that includes an v INo internal audit service was

overall assessment of the adequacy and effectiveness of operation of the College’s internal appointed for 2023/24. The

control systems? committee considered a
summary report of sources of
assurance at its meeting in
December 2024.

Did the Audit Committee meet both the internal and external auditors without the presence| ¥ No internal audit service was

of any of the College’s executive leadership team? appointed for 2023/24.

Were conflicts of interest appropriately declared and managed? \

Is there a mechanism for internal and external auditors to report directly to the chair of the v

Audit Committee, should the need arise?
Did the committee review the regularity self-assessment? v




\Was the committee the right size?

Does the committee have the right mix of skills to fulfil its
responsibilities?

There are four Board members who have a good mix of skills to fulfil the
Committee’s responsibilities however there is no independent member
who would insight and challenge independent of the College executive
and Board, preferably with accountancy and / or audit experience.

Was the Audit Committee able to maintain
independence from the management of the College?
Meetings and Papers

Did meetings encourage a high quality of debate with
robust and probing discussions?

\Were papers concise, relevant and timely and received
sufficiently far in advance of the meetings?

Was sufficient meeting time available for debate on key
items and issues?

\Were members satisfied that decisions were sound?
Training and Development

Did members of the committee receive appropriate
training?

Risk, Anti-Fraud, Health and Safety, Data Protection

There are long serving members on the committee with audit awareness
and experience but updating is always welcomed and networking
bodies are available.

Did the committee effectively monitor and review the
College's approach to risk management?

Did the committee receive the information it needed to
ensure the College had effective whistle blowing
policies and procedures?

Did the committee receive the information it needed to

have appropriate oversight of data protection?




Did the committee receive the information it needed to
have appropriate oversight of health and safety?

Did the committee receive the information it needed to
have an appropriate oversight of data quality?

Did the Audit Committee effectively monitor the
effectiveness of the service provided by both the internal
and external audit?

Last year's annual report identified it would be useful to have a greater
understanding of the measures in place to provide assurance over data
quality. IIRC provided a presentation a few years ago. This refresher to

be carried forward and arranged for 24/25

No internal audit function utilised in the last year, but internal processes
are monitored.

\Was the internal audit strategy appropriate for delivery
of reasonable assurance on the whole of risk, control
and governance?

Our strategy during 2023/24 was to procure internal audit work as and
when needed and review sources of assurance in place rather than have
a dedicated internal audit service. A dedicated internal audit service has
been appointed for 2024/25.

Was the quality of the internal audit work adequate?

Not applicable.

\Was the quality of the external audit work adequate?

Did the committee receive appropriate assurance to
enable it to provide an annual opinion?

Did the committee obtain appropriate assurances
management had acted to carry out internal and
external audit recommendations?

Did the committee feel confident it had the right
to scrutinise any activity within its terms of reference,
which may involve engaging a third party to assist.

Did the committee receive the information it needed to
have appropriate oversight of the College’s compliance
with the funding agency’s funding agreement?

Did the committee receive the information it needed
to ensure the College had effective anti-fraud and

Though as always it is difficult to be 100% confident that fraud can

always be detected.




corruption policies and procedures in place which were
operating effectively?
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Executive summary

Status and overview of the audit

This report summarises our key findings in connection with the audit of financial statements of The
Northern College for Residential Adult Education Limited, and the regularity reporting in respect of the year
ended 31 July 2024.

The scope of our work was communicated to you via our Audit Plan document. We believe that the audit
approach adopted will provide the audit committee with the required confidence that a thorough and robust
audit has been performed.

Our audit work is substantially complete subject to the outstanding matters listed below, and we anticipate
issuing an unqualified audit opinion on the true and fairness of the College’s financial statements and an
unmodified regularity conclusion.

= Signed management representation letters

= Update to the date of signing for post balance
sheet events

Final materiality

Materiality has not changed since we presented our audit plan which was set at £134,000. We will report
on misstatements exceeding our clearly trivial threshold of £6,730.

Unadjusted misstatements
Details of the unadjusted misstatement is included in the Appendix. The misstatement related to:

= Correction of overstated trade creditor balance.

= Unfunded LGPS liability costs reclassification.

=  Government grant liability reclassification.
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Key audit risk findings

(See Appendix for risk description and planned work)

We have set out below details of those areas that we considered to be the key audit risks arising when we
presented our audit plan.

Our audit plan was communicated to you prior to the financial year end of the college and the completion of Audit risks summary

m Risk identified

our planning procedures. No further significant risks were identified during the audit of the College that we
consider should be brought to the attention of those charged with governance.

Management override of controls

Income recognition

3 Significant risks

1*

Going concern

Defined benefit pension scheme

Higher risks Capital grant funding

Regularity Conclusion

In addition to the audit risks noted above, our findings in relation
to the regularity conclusion can be found on the following pages.

Magnitude of misstatement

Other risks

v

Likelihood of misstatement

* = |SA 240 'The auditor’s responsibilities relating to Fraud in an audit of financial statements' identifies
that there is a presumed fraud risk in relation to revenue recognition and management override of
controls. As a result, these have been classified as significant risks.
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Audit risks

Significant risk: Management Override of Controls

Procedures & Findings

We have tested the appropriateness of a sample of journal entries recorded in the general ledger and other adjustments made in the preparation of financial statements,
tracing selected entries back to source documentation.

We have also reviewed significant accounting estimates and policies which could involve bias resulting in a material misstatement; and discussed the basis and business
rationale for any significant non-routine or contentious transactions which came to our attention during the course of our audit.

No significant non-routine or potentially contentious transactions were identified during the course of our audit work.

No evidence of manual override of controls or bias have been identified.
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Audit risks

Significant risk (in relation to apprenticeship income only — although nil 2023/24)

Procedures & Findings

We have reviewed the accounting treatment adopted in respect of each material grant funding stream, to determine whether income is recognised appropriately based on the
underlying funding agreement/contract.

We have focused on learner eligibility and funding rates applied performing substantive tests of details and utilising PDSAT reports to further inform our risk assessment in
respect of potential errors of material misstatement of the funding body income due to errors in the data reflected in the final ILR claim. As part of our response, we have used
RSM'’s funding body income specialists as part of the audit team.

We encouraged management to go through the process of running the PDSATS reports as part of completing their final claim.

We have conducted substantive procedures over the income recognised in the financial statements and reviewed the PDSAT / Funding Rule Monitoring reports.
We have reviewed the minutes and correspondence with the College funding bodies and noted no issues which need to be brought to your attention.

We have also reviewed the accounting policies which appear to be consistent and in line with the SORP. We consider that income has been accounted for appropriately in the
financial statements.

Our testing has highlighted a data quality point. This is noted in the “recommendations on controls” section of this report. However, these points do not have an impact on
College funding body income in the year ended 31 July 2024.

Our testing on the College funding body income has not identified any errors. The results of our work have been concluded with satisfactory results.
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Audit risks

Significant risk Going Concern

Procedures & Findings

We have reviewed and challenged the Governor’s and management’s going concern assessment, including but not limited to consideration of the financial plans, budgets and
forecasts prepared on behalf of the Governors. We have considered whether the forecast position and management’s sensitivity analysis, including the key underlying
assumptions and stress testing performed, appear reasonable and whether a material uncertainty exists. As part of this we have considered supporting evidence provided by
management and challenged where necessary including performing a review of student numbers.

We have reviewed all currently available correspondence with the FEC and the MCAs to understand and assess the actions that have or are being put in place and considered
the implications for the audit report. We have held discussions with the chair of the board in regard to the longer-term viability of the College.

Based on the updated cashflow forecasts to 31 July 2027, the Governors concluded that the College’s financial statements be prepared on a going concern basis, and the
College has sufficient funds to meet its liabilities as they fall due for a period of their assessment period being to the 31 July 2027.

The Governors noted while assessing the updated forecasts the existence of an uncertainty, which is disclosed in the financial statements. This uncertainty is due to changes
beginning from 1 August 2024 as the funding changed from an uplift factor to a nightly rate, this resulted in a reduction in the level of residential funding. The DfE and WYCA

have moved to funding the College through the Residential Access Fund as part of Learner Support. At the end of January 2025, SYMCA agreed they would follow the same

methodology, however, have only committed to this for 2025/26.

As any likely expected shortfall in respect of SYMCA residential nightly funding rate can be covered entirely by cash balances held for the period under assessment it is
therefore deemed this matter is not material to the going concern assessment.

We have concluded that there is no longer a material uncertainty in relation to the College’s adoption of the going concern basis of accounting. As a consequence of this, our
audit report remains unmodified.

The disclosures presented within the College’s financial statements are appropriate and provide sufficient information about the basis of preparation of the financial
statements.
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Audit risks

Higher risk Capital Grants

Procedures & Findings

We have reviewed the accounting treatment adopted in respect of each material grant, determined whether funding is recognised appropriately based on the underlying
funding agreement, contract, the Colleges accounting policy and FRS 102/F&HE SORP.

We have reviewed the accounting treatment adopted in respect of each material grant.

We can confirm these have been recognised appropriately based on the underlying funding agreement and contract and in accordance with the College group accounting
policy and in accordance with FRS102 and F&HE SORP.

We have raised a reclassification adjustment to recognise the current element of capital grants within the financial statements. This remains unadjusted and is in our appendix
of audit misstatements.
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Audit risks

Higher risk Defined Benefit Pension

Procedures & Findings

We have review and evaluated management’s conclusion of whether an asset should be recognised in accordance with the scheme rules and whether it is appropriately
measured and reviewed the key data and underlying assumptions used by the actuary to calculate the balance, to ensure that these appeared reasonable. We particularly
focused on the discount rate and inflation (CPI) given the recent economic turmoil.

We have also reviewed the related disclosure in the financial statements to ensure that this is appropriate.

In respect of the Local Government Pension Scheme (LGPS) impact on the College’s financial statements, valuation has been prepared as at 31 July 2024 for the South
Yorkshire Pension Fund of which the College is party to.

The valuation has been prepared taking account of current experiences of inflation and significant increases in discount rates. These factors along with other assumptions
have had a significant impact on the actuarial valuation. This has resulted in the South Yorkshire Pension Fund being in an accounting surplus position. In line with financial
reporting standard, the amount which should be recognised in the financial statements is lower of the surplus in the plan (being the value reflected in the FRS102 accounting
valuation) and the actuarial valuation of the future service cost.

In respect of the South Yorkshire Pension Fund, management have performed an analysis of the asset ceiling which included considering both the future service cost and
future employer contributions payable over the year to 31 July 2025. Management concluded, based on the actuarial calculation that due to the present value of employer
contributions being in excess of the present value of the future service cost, the asset ceiling is £nil and therefore, no asset or liability has been recognised in the financial
statements.

We have reviewed managements calculations and agree that the recognition of a £nil asset in respect of the South Yorkshire Pension Fund is appropriate and in line with the
Financial Reporting Standard.

In respect of the LGPS scheme:

*The College has adopted standard assumptions which we have reviewed for reasonableness against market data and benchmarked against other Pension schemes in the
sector and found no issues to report.

*The financial statements correctly present the movement of the LGPS asset in the year, appropriately disclosing amounts in the Statement of Comprehensive Income
including the remeasurement of the ned defined benefit pension scheme.

In the draft financial statements presented for audit, management have accounted for the unfunded LGPS liability by netting off the costs against net interest income rather
than accounting for this within other comprehensive income.
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Other audit risks

Regularity

Procedures & Findings

This is the second period since the reclassification of colleges to the public sector on the 29 November 2022. The framework of authorities, being the rules which underlie
regularity, relevant to FE colleges were expanded and consequently this expanded the scope of our work. The framework remains as the Accounting Officer letter and the
Bite-size guided published by the ESFA. A College Financial Handbook has been published but it is not effective until 1 August 2024.

In the current year the full year will have been subject to the regularity framework and colleges will have been expected to refine and ensure all policies and procedures are
compliant with the framework and have been embedded permanently into their system of internal controls and the culture within the organisation. In particular that consent
requirements are now identified in advance and sought appropriately without reliance on retrospective consents.

This underlies the consideration required by the accounting officer in preparing and concluding on their Statement of Regularity, Propriety and Non-Compliance and the

consideration thereof.
As these changes are still relatively new this still increases the areas where a material irregularity is likely to arise.

Our review to date has not identified any issues of non-compliance and as such we anticipate being able to issue an unmodified regularity conclusion.
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Qualitative aspects of accounting

Management judgements and accounting estimates

The following areas are considered to be the principal management judgements and estimates. The
graphic below visually represents the impact (lower or higher) on the financial statements of a change in
management’s estimate. In overview, a reasonably possible change in estimate that has a low impact
means that such a change will have limited impact on the financial statements.

Areas of judgement / estimate

Assumptions for the defined benefit pension scheme ||

Useful economic life of tangible fixed assets [ |
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Recommendations on controls

Control recommendation
We have set out below recommendations on internal controls which came to our attention during the course

of our audit work. This does not constitute a comprehensive statement of all internal control matters or of all
improvements which may be made and has addressed only those matters which have come to our Significant control
attention as a result of the audit procedures performed. An audit is not designed to identify all matters that recommendation*
may be relevant to you and accordingly the audit does not ordinarily identify all such matters.
- ] . S _ _ Assessment
In addition, we also note below data quality points which in this instance do not impact on funding however Other control recommendation
under different circumstances may have an impact on funding.
Control Observation Recommendations and response
Supplier Changes Review Recommendations
From our testing over supplier changes it was We recommend management maintain this audit
noted that whilst these checks were performed trail in future.
detailed evidence had not been maintained on a
case by case basis. Management response

An active file is now being maintained to enable a
clear audit trail.

* = these represent a risk of material misstatement to the
financial results
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Recommendations on controls

Control recommendation
We have set out below recommendations on internal controls which came to our attention during the course

of our audit work. This does not constitute a comprehensive statement of all internal control matters or of all
improvements which may be made and has addressed only those matters which have come to our Significant control
attention as a result of the audit procedures performed. An audit is not designed to identify all matters that recommendation®

may be relevant to you and accordingly the audit does not ordinarily identify all such matters.

L . . o . _ Assessment
In addition, we also note below data quality points which in this instance do not impact on funding however Other control recommendation

under different circumstances may have an impact on funding.

Data quality observation Recommendations and response

ILR consistent with evidence pack Recommendations

The provider should ensure that regular checks
between the ILR and paperwork are conducted
SCRCA to ensure that the data held on the ILR is
accurate.

Our testing identified the following issues:

° One learner where the date of birth in the

ILR did not agree to the paperwork.
Management Response
° One learner where the home postcode on

the ILR did not agree to the paperwork Checks are in place, however these have not

been as regular as required due to high volumes

Community Learning of enrolments in Term 3 and a staffing vacancy
within the team. A number of new exception
o Three learners where the home postcode reports have been put in place to help the team

on the ILR did not agree to the paperwork. identify any data issues and the Head of MIS &

) o . o ICT will ensure regular checks take place.
Whilst no funding is at risk the provider is

returning inaccurate data to the funding
agencies.

* = these represent a risk of material misstatement to the
financial results
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Summary of unadjusted misstatements

A summary of the unadjusted misstatements identified during the course of our work is set out below, analysed between misstatements of fact and differences
in judgement.

Factual misstatements

Account socl Net Assets Description
£ £
Dr Trade Creditors 6,900 Being correction of overstated trade creditor balance
Cr Expenditure 6,900
Sub-Total (6,900) 6,900
Reclassification misstatements
Dr OCI 39,000 . . . — .
: Being the reclassification of unfunded liability costs to OCI from interest.

Cr Interest 39,000 - .
sli)era(fovernment Capital Grants over 1 1,916,208
Cr Government Capital Grants under 1 Being the reclassification of current capital grants from non current capital grants.

1,916,208
year
Sub-Total - -
Total (6,900) 6,900
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Financial statement disclosures

During the course of our audit, we reviewed the adequacy of the disclosures contained within the financial statements and theér compliance with both relevant accounting standards and the
requirements of the Companies Act 2006 and the Statement of Recommended Practice (SORP).

The following disclosure matters were brought to your attention and subsequently adjusted / not adjusted in the revised financial statements.

Unadjusted disclosures Adjusted disclosures

Removal of a disclosure in the notes to the financial statements within the LGPS section that is
not required and enhancement of disclosures in respect of asset ceiling and the Virgin Media
case and LGPS guarantee announced on 12 November 2024.

Final amendments raised to pension disclosures including unfunded liability cost
reclassification noted in our misstatements schedule.

Narrative updates provided in first review of draft financial statements to management. Updates to the disclosures relating to going concern.
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Other matters to be reported

Representations requested

In addition to those representation which we request on all audit assignments we will not be seeking
specific representations (http://www.rsmuk.com/standard-representations).

Independence

In accordance with the International Standard on Auditing (UK) 260
“communication with those charged with governance”, there are no
changes to the details of relationships between RSM UK Audit LLP
including its related entities and persons in a position to influence the
conduct or outcome of the audit and The Northern College for
Residential Adult Education and its connected parties that may
reasonably be thought to bear on our independence, integrity and
objectivity and the related safeguards from those disclosed in the
audit plan.
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Financial reporting updates
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https://www.rsmuk.com/financial-reporting-developments
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Audit risk summary

RSM

e

Management override of controls

Income recognition

Funding bodies grant income:
ESFA, SYMCA, WYCA and

Community Learning

Systems of internal control are designed to mitigate inherent risks of error
within the core control systems to an acceptable level. By nature, a
management override or by-pass of controls cannot be eliminated by the
implementation of controls and therefore as part of our audit we will
perform additional tests of detail to address the risk.

The College receives significant levels of grant funding. Income from each
funding stream should be recognised in accordance with the college’s
accounting policy and the Statement of Recommended Practice:
Accounting for Further and Higher Education reflecting its entitlement
under the underlying funding agreement as applicable.

Specific areas for consideration are as set out below.

We have assessed the risks which is principally a risk of overclaims of
funding in the ILR which the college is not entitled to. The particular risks
being:

» Learners who are not eligible for funding

* Learners who do not exist

» Activity that did not take place

» At the wrong funding rate

There also risk of incomplete data points in the ILR, erroneous data and
insufficient supporting evidence to support entitlement to funding for learner
in accordance with the funding rules.

We have tested the appropriateness of a sample of journal entries
recorded in the general ledger and other adjustments made in the
preparation of the financial statements, tracing selected entries back to
source documentation.

We have reviewed significant accounting estimates and policies which
could involve bias resulting in a material misstatement.

We have discussed the basis and business rationale for any significant
non-routine or contentious transactions which came to our attention during
the course of our audit.

We have reviewed the accounting treatment adopted in respect of each
material grant funding stream, to determine whether income is recognised
appropriately based on the underlying funding agreement/contract.

We have focussed on learner eligibility and the level of funding claimed by
performing substantive tests of details. We will also utilise PDSAT reports
and the Funding and Rule Monitoring reports (FRM) to further inform our
risk assessment in respect of potential material misstatement of the
funding body income due to errors in the data reflected in the final ILR. As
part of our response, we have used RSM’s Education and Skills Funding
and Data specialists as part of the audit team.

We have encouraged management to go through the process of running
and reviewing the PDSATS reports, and FRM reports as part of their
regular ILR claims.

Audit findings report
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Audit risk summary (continued)

T S

Going concern The Governors are responsible for assessing whether adopting the going We have reviewed and challenged the Governor’'s and management’s
concern basis of accounting for the financial statements remains going concern assessment, including but not limited to consideration of the
appropriate for the foreseeable future. Consideration in this regard must be financial plans, budgets and forecasts prepared on behalf of the
given to a period of at least one year from the expected date of approval of ~Governors. We have considered whether the forecast position and

the financial statements. management’s sensitivity analysis, including the key underlying
assumptions and stress testing performed, appear reasonable and

Our area of focus will focus will be ongoing compliance with the whether a material uncertainty exists. As part of this we have considered

requirements of the FEC and MCAs and will include a detailed review of all  supporting evidence provided by management and challenged where

matters relating to the likely material uncertainties around residential necessary including performing a review of student numbers.

funding uplift and recruitment of learners.
We have reviewed all currently available correspondence with the FEC

It is essential that we have sufficient time to build such efforts into the and the MCAs to understand and assess the actions that have or are
performance of our audit engagement. It may be necessary for you to defer being put in place and considered the implications for the audit report. We
your reporting deadlines to ensure our quality audit is not compromised have held discussions with the chair of the board in regard to the longer-

and to allow management time to reassess any judgements and estimates  term viability of the College.
as necessary.

Defined benefit pension scheme The asset/liability that is required to be recognised under FRS 102 in We have reviewed and evaluated:
respect of the College’s share of the Local Government Pension Scheme * management’s conclusion of whether an asset should be recognised in
surplus/deficit is expected to be significant. accordance with the scheme rules and whether it is appropriately

measured

Where the actuary’s accounting valuation of the College’s share of the » the key data and underlying assumptions used by the actuary to
Local Government Pension Scheme is a surplus the amount to be calculate the balance, to determine whether these appear reasonable.
recognised as an asset will require consideration of whether the college We have particularly focused on the discount rate and inflation (CPI)
can obtain future economic benefit as a result of an unconditional right to given the ongoing economic pressures.
reduced contributions or an unconditional right to a refund. Where it is
determined that there is an unconditional right to reduced contributions, We have also reviewed the related disclosure in the financial statements
judgement will be needed to be made of whether a minimum funding to determine whether this is appropriate.

requirements should be included in the asset ceiling. Its measurement will
depend on this outcome and may require further actuarial calculations.
There is a risk that an asset should not be recognised or that its value is
materially misstated.

The underlying actuarial accounting valuation is based on college data and
a number of key actuarial assumptions. There is a risk that the amount may
be materially misstated where the data and/or assumptions used are not

appropriate.
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Audit risk summary (continued)

_

Capital grant funding The College receives significant levels of grant funding in relation to capital We have reviewed the accounting treatment adopted in respect of each
projects. Income from each grant should be recognised in accordance with  material grant, to determine whether funding is recognised appropriately
the college’s accounting policy. based on the underlying funding agreement, contract, the Colleges

accounting policy and FRS 102/F&HE SORP
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Audit risk summary (continued)

T e S

Regularity - Reclassification

to public sector

Audit findings report
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This is the second period since the reclassification of colleges to the public
sector on the 29 November 2022. The framework of authorities, being the rules
which underlie regularity, relevant to FE colleges were expanded and
consequently this expanded the scope of our work. The framework remains as
the Accounting Officer letter and the Bite-size guided published by the ESFA. A
College Financial Handbook has been published but it is not effective until 1
August 2024.

In the current year the full year will have been subject to the regularity
framework and colleges will have been expected to refine and ensure all
policies and procedures are compliant with the framework and have been
embedded permanently into their system of internal controls and the culture
within the organisation. In particular that consent requirements are now
identified in advance and sought appropriately without reliance on retrospective
consents.

This underlies the consideration required by the accounting officer in preparing
and concluding on their Statement of Regularity, Propriety and Non-
Compliance and the [governing body/corporation]'s consideration thereof.

As these changes are still relatively new this still increases the areas where a
material irregularity is likely to arise.

We anticipate that there may have been timing issues in obtaining consent
from the ESFA in the period both in terms of identifying issues in advance and
obtaining timely consent.

RSM

We have focused our work on the following areas that we expect to most likely
to impact requiring consent in advance:

Novel, contentious or repercussive

This is a new concept and whilst the published guidance is clear that consent
is required it can require judgment to determine if a particular transaction falls
into this category as the guidance acknowledges it is not practical to give
examples or provide guidance points. We have discussed this with
management.

Special severance payments

We have considered whether any severance or redundancy payments made
met the definition of ‘special severance’ payments and in particular
consideration in respect of pay in lieu of notice and whether it is contractual.

We have enquired of management, in conjunction with our review of the Self
Assessment, where consents were requested and if there were any timing
issues in obtaining those consents from the ESFA both in terms of identifying
issues in advance and obtaining timely consent (including retrospective
consent).

We have considered any challenges or conditions in respect of consent
requests and follow up accordingly We have discussed with the accounting
officer and the chair the approach that has been taken for them to ensure the
accuracy and completeness of the Statement of Regularity, Propriety and
Non-Compliance and the disclosure of any relevant matters.
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