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IN ATTENDANCE
INTERNAL
David Knott, Chief Executive
Stuart Fisher, Chief Finance & Resource Officer
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Emma Kavanagh, Deputy Director, Finance
Catherine Roberts, Head of Governance (Minutes)
Patrick George, Senior Governance Officer (Minutes

EXTERNAL
Gurpreet Dulay, BDO
Robert Bailey, NAO
Philip Lewis, DCMS
Ntombifuthi Mhlongo, EY
Andrew Brittain, EY

APOLOGIES
Emma Boggis – Member
Sajiq Rafiq – NAO

[bookmark: _Hlk189560692]The meeting was preceded by a closed session. 

INTRODUCTORY REMARKS

1.1 The Chair welcomed all Committee members and attendees. Apologies were received from Emma Boggis and Sajid Rafiq. 

Declarations of Interest

1.2 The Chair declared an interest as Chair of Fair4All Finance. There were no further interests declared. 

Approval of March 2025 ARC Minutes

1.3 The minutes of the ARC meeting held 06 March 2025 were approved as an accurate record. 



Action Log

1.4 The Actions were taken as read and all updates can be found in the log. 


CHIEF EXECUTIVE HEADLINES & HORIZON SCANNING

1.5 The CEO provided members with an update, commenting on the recent spending review conducted by the Chancellor which brought a new commitment regarding dormant asset resources. A productive meeting occurred between the Chair of the Board, the CEO, and the Secretary of State. The 30th anniversary celebration at the Speaker's House concluded on a high note, with positive feedback from the Chair of the Select Committee highlighting the National Lottery's life-changing impact.

1.6 The Solidarity Fund had been launched, emphasising a commitment to environmentally friendly practices, with 5 out of 8 Key Performance Indicators now being classified as green. The Annual Report and Accounts were due to be completed before the summer recess, reflecting a 50% increase in funding over four years. There were reminders to avoid common pitfalls during delivery and he stressed the importance of understanding organisational goals while maintaining a focus on operational activities and impact assessment. 

1.7 He noted the ongoing recruitment of two new directors to enhance communication/storytelling and funding strategies, ensuring clarity on future direction. Stakeholder feedback was generally favourable, caution was noted to prevent overreach. 

1.8 Additionally, he noted that a surprise business continuity test, simulating a two-stage cyber-attack, was broadly successfully navigated and revealed areas that needed to have further attention given to them. 

1.9 On risk management, the largest portfolio in England was being assessed for capacity and resource allocation to fulfil new commitments. Progress was noted on a people strategy, led by Liz Church, with plans for a pay award before summer and ongoing change initiatives within the England directorate, marking the beginning of impactful changes.

INTERNAL AUDIT 

ARC Annual Report to Board  

1.10 Fiona Morley presented the ARC Annual Report to Board for members to review. She noted key points outlined in the papers for agreement from members. The first addressed the opinion of the Committee, followed by the extension of the BDO contract for a further two years. 

1.11 Members discussed several points regarding the report, including the improving reliance that can be taken from internal audit. There was some broader discussion on risk and the apparent lack of second line controls coming out of the recent audit and Fiona was asked to document ARCs desire for further assurances around second line controls and mitigations. It was agreed that relevant sections would be redrafted ahead of submission to the Board

ACTION: Fiona Morley

Procurement Audit Report 

1.12 Fiona Morley outlined the key findings of the Procurement Audit, noting a design opinion of moderate and design effectiveness of moderate. She expressed thanks to BDO and internal teams for the quick turnaround of the audit. She noted that it is ambitious to present an audit report to the June committee, with the audit year starting in April, and so the engagement of Fund colleagues and BDO was greatly appreciated. There were five recommendations made, two of which were medium priority and three low priority. Compliance with the new Procurement Act, effective February 2025, was addressed, highlighting the implementation phase that includes training and the rollout of best practices. The introduction of the new analytics tool, Tussle, was anticipated to enhance the identification of duplication and improve spending efficiency. It was also noted that there has been significant improvement in compliance within procurement since the previous audit was completed in 2020/21.

1.13 On procurement timelines, Fiona highlighted that whilst not a formal finding, there was an observation noted within the report around the retrospective compliance of some procurements. In order to ensure value for money, social value and sustainability is carefully considered for each procurement, it is essential that directorates are having  earlier engagement with procurement teams. Fiona confirmed that this had been discussed at May SMT, and all SMT members were aware and were asked to cascade to their teams.

1.14 The Committee questioned the audit finding regarding the ‘signing off’ of an invoice that had no contract in place, and how this was able to happen. Gurpreet expressed that he did not have that level of detail to hand, however they would usually expect the budget holder to sign off invoices, and not the specific contract managers and therefore they may have been unaware that a contract was not in place in this specific example. It was agreed that further details would be sought and details brought back to the committee in the future if this disclosed a material problem.

ACTION: Zobair Mehmood, Head of Procurement (via Fiona Morley HoIA)

1.15 The Committee questioned whether the audit recommendations were going deep enough and really identifying the root cause of the finding. This in turn led the committee to also challenge some of the management responses and questioned whether these effectively addressed the issues and risks identified in the findings.  Fiona agreed that this was an area that they will focus more on in the future, and will ensure that future recommendations  identify root causes where possible, and will push for management responses to address the risks identified. Fiona clarified that the closure of recommendations was moderated by BDO, and gave assurance that BDO would not close a recommendation without sufficient evidence provided from management to evidence that the controls had been introduced to negate the risks identified through the audit.

ACTION: Fiona Morley, BDO

1.16 Fiona relayed the current position of audit recommendations to the Committee. Stating that there were 6 proposed for closure this quarter, 8 are not yet due / in progress and 4 had missed the implementation deadline.  There were also a further 3 that whilst not yet due, had also requested an extension to the originally agreed implementation date. Fiona told the committee that she wanted to raise this, as whilst she is not currently concerned that no action is being taken on these particular recommendations, optically she is aware that this may cause concerns, especially as a lot of work had been put in over the previous year to reduce this. This has been raised at SMT and further support had been given to Audit Sponsors to ensure that the implementation dates agreed are ambitious yet realistic. The committee was in agreement that we should encourage recommendation owners to set reasonably achievable dates to avoid them becoming overdue.

1.17 Fiona told the committee that the remaining audit recommendations pertained to the Grant Decision Making Audit, which had previously been shared with committee members in March 2025. Due to the nature of some of the recommendations being across Portfolios, the previous report had ‘holding management responses’, which Emma Corrigan agreed as Audit Sponsor to bring back to the committee once the discussions and finalised responses had been completed. 

Grant Management Audit

Emma Corrigan joined the meeting 

1.18 Emma Corrigan gave the committee an oversight as to the recommendations from the audit report and acknowledged the time this had taken due to the cross portfolio nature of the findings and the need to include a number of people from across the Fund. 

1.19 The Committee acknowledged the update and referred to a conversation they held in the closed session around the number of findings within the report and whether this pointed to a deeper issue around non compliance of both first and second line controls. 

1.20 Fiona relayed to the committee that whilst there were a lot of findings in this report, this was expected due to the scope of the audit being far reaching. The committee agreed with that, and recalled that was the reason that the TOR were presented at the January 2025 meeting, to set realistic expectations of what this report may uncover. However, there was a general consensus from the committee that the number of recommendations caused concern amongst members.


1.21 The discussion focused on governance, compliance controls and organisational cohesion. Members highlighted the lack of second-line controls in relation to grant funding and asserted the necessity of strong second-line assurance for grant-making as a key focus area. They acknowledged the significance of audits, effectively a third line of defence and recommended that findings from this audit be used to consider what second-line assurance could be introduced and urged management to use the recommendations to identify potential systemic issues.

1.22 Stuart Fisher highlighted that second line controls relating to the Fund’s grant making activities do exist in the form of the compliance testing undertaken by the Controls Assurance Team (CAT). CAT is independent of funding teams. Stuart suggested to the committee that should they require assurance over these second line controls, the findings of the compliance testing can be presented at future meetings.

1.23 Emma Corrigan supported the notion that this audit revealed systemic and historical problems stemming from the transition to a decentralised structure. She stressed the need for clarity on centralisation versus portfolio ownership in organisational reforms, suggesting that while recommendations from this audit have been agreed and will close the risks and gaps identified as part of the Grant Decision Making audit, they are unlikely to resolve the deeper systemic challenges and root causes, which warrant more focus and discussion to improve.

1.24 In relation to the recommendation which highlighted the presentation of information to panels and training needs, members welcomed the report and pointed out inconsistencies in the information provided to various panels. They recommended obtaining feedback from panel members to enhance decision-making materials and processes, and proposed the exploration of training for committee members to better navigate complex trade-offs and evolving terminology in grant-making and compliance. They underscored the need for clearer and more consistent information frameworks to support panel members.

Emma Corrigan left the meeting 

Extension to the BDO Contract 

1.25 The Committee discussed the proposed 2-year extension to the BDO contract and confirmed that they were supportive of Fiona’s recommendation to invoke this extension. 
       
Internal Audit Strategy
1.26 On the Internal Audit Strategy, the Committee were invited to provide any comments or feedback outside of the meeting. 

Head of Internal Audit Annual Opinion Report

1.27 Fiona confirmed the grading as Moderate, noting it was a high moderate so improved trend from last year. Lots of strengths had been identified over the year, which are documented within the report along with key areas for focus in 2025 / 2026. Overall, the report highlights a good year for the Fund with the HoIA Annual Opinion on an upwards trajectory. The committee accepted and thanked Fiona for the report.



EXTERNAL AUDIT


1.28 Andrew Brittain presented the report to the Committee, noting that all necessary evidence had been obtained and expressed gratitude to the team for their support in facilitating a smooth process. 

1.29 The Audit was completed and satisfactory subject to final procedures. A clean unqualified audit opinion was expected. 

1.30 One recommendation had been fully addressed following publication of the report to the Committee, but had been addressed prior to the meeting being held. 

1.31 An action was taken to provide further information with regards to the manual adjustments for year-end. 

    ACTION: Andrew Brittain 

	




ANNUAL REPORT AND ACCOUNTS (ARA)

1.32 Emma Kavanagh presented the ARA to the Committee and noted that advance comments from Emma Boggis had been taken into account and invited comments from the wider Committee. 

1.33 The discussion addressed the adequacy of comments regarding KPI 4 in the end-of-year report, with concerns that the response may lack substance despite the existence of a plan. The CEO acknowledged the need to review the three-year KPIs, especially in light of forthcoming announcements on funding plans. They raised a question regarding the relevance of diversity statistics to the overall population, prompting the CEO to consider this aspect further.

   ACTION: CEO

1.34 The Committee were asked to submit all amendment requests by the end of the week. 

1.35 The Committee moved to RECOMMEND the report, subject to those changes being completed. 


RISK

Austin Ruane joined the meeting 

1.36 Austin Ruane presented the risk papers and noted that the changes were intended to increase leadership engagement. He confirmed that work was ongoing to ensure the future alignment of risk appetite with the HMT ‘Orange book’ standards. .  On the ORR there are currently no risks with a ‘High’ residual risk score.  There is one risk on the Directorate risk registers with a ‘High’ residual risk score and mitigations have been outlined in ANNEX D of the ARC papers.   

1.37 The discussion initially focussed on descriptions related to paths to green, risk mitigations and assurance controls. Members were concerned about a lack of clarity in ownership of second-line control functions within key business areas. Stuart Fisher confirmed ongoing discussions within risk reporting to enable greater representation on key areas. 

1.38 The Committee highlighted confusion over ownership and accountability when risks exceeded tolerance levels, particularly in distinguishing between management actions and assurance oversight. Stuart acknowledged that current reporting, especially Annex A, may no longer effectively meet the Committee’s current and developing assurance requirements and suggested integrating testing and compliance data from the Controls assurance team to improve visibility. 
ACTION: Austin Ruane

1.39 Members called for tighter integration of first, second, and third lines of defence and raised concerns that significant compliance monitoring, particularly around grant decision-making, was not transparently represented in current risk documentation.

1.40 Fiona Morley confirmed that BDO engaged with the internal Controls Assurance Team during the Grant Decision Making Audit, and she confirmed that second line controls will also be tested as part of the upcoming Grant Management and Simple Product Audits. Stuart linked the issues identified in the Grant Decision Making audit to recurring findings from NAO/EY reports around the lack of evidence and documentation of decision making on GMS and acknowledged that current operational structures may not provide sufficient assurance, despite embedding testing functions within Sarah Rossiter's Control Assurance Team.

1.41 The Chair emphasised the importance of clarity regarding compliance responsibility at all levels, noting a leadership and execution gap due to ambiguous roles between operational leads and the second line function. An action was assigned to redefine the roles of all three lines of defence across the fund, including clarity on second-line ownership

 ACTION: Stuart Fisher

Dame Julia Cleverdon left the meeting

Sarah Rossiter joined the meeting 


FRAUD


1.42 Sarah Rossiter provided the Committee with an update, informing that the Return on Investment target, set by the Public Sector Fraud Authority (PSFA) and the Sponsor Department (DCMS) was surpassed. Efforts were underway to establish targets for the next year. 

1.43 The recruitment for a counter fraud consultant was to enhance the fraud investigation process, with ongoing changes being implemented. 

1.44 An Enterprise fraud risk assessment, including the highest risks, was delayed in completion due to team absences and the introduction of a new template from PSFA. 

1.45 A comprehensive counter fraud action plan for the last financial year was being finalised, including a quarter 4 update sent to DCMS and PSFA, along with a newly designed template for future reporting. 

1.46 The Committee thanked Sarah for the update and NOTED the contents of the report. 

Sarah Rossiter left the meeting

DEEP DIVE – VALUE FOR MONEY

1.47 The Committee received an update on Value for Money (VFM) from Emma Kavanagh providing a detailed review of how the Fund embeds and delivers VFM across its operations and governance, and identifying potential areas for enhanced practice. Emma brought out some key points in the paper including the importance of looking at VFM at this time when the UK government has re-emphasised the need for efficiency across the Public Sector and the Fund’s accountability in managing public money from the Accounting Officer flowing through the whole organisation. She highlighted examples of that focus such as the new procurement act, Fund’s strategy, audit best practice and stressed the importance of having the right principles in terms of VFM to be prepared to deliver increased income in the future. She set out the key controls to give the Committee sight of the sources of assurance

1.48 Members thanked Emma for the update, emphasising the importance of integrating the three principles of value for money within a community framework and highlighted the need to incorporate equity and sustainability as essential metrics. 

1.49 Questions were raised about how the organisation managed trade-offs while maintaining its mission. There was a call for clearer connections to the initial framework and proposed next steps. Additionally, the potential significance of digital tools and automation was flagged as transformative for the organisation, with inquiries about how the existing strategy could effectively reach stakeholders and address key areas.

1.50 Emma Kavanagh noted that the organisation was already undertaking significant work in this domain. She mentioned existing paths within the finance system and noted that the digital team's reviews provided reassurance about ongoing efforts towards achieving solid value for money.

1.51 They expressed interest in the concept of social value, discussing the balance between minimising and maximising costs while accounting for added value, particularly in relation to environmental considerations. They pointed out that higher short-term spending could yield long-term investment benefits.

1.52 Emma identified specific elements of procurement policy that could enhance social value, linking this to the impact strategy and the organization’s grant-making practices. She stressed the importance of demonstrating both monetary and societal impacts of their funding.


1.53 The Chair raised the topic of formal communication with DCMS regarding various matters, including the approach to value for money, and an action was assigned to Fiona to collaborate with Emma Kavanagh on the drafted note.

  ACTION: Fiona Morley, Emma Kavanagh

BUSINESS CONTINUITY PLAN

1.54 Stuart Fisher led the discussion, noting that recent discussions regarding cyber threats led to the realization that the Business Continuity Plan (BCP) required enhancements. After benchmarking the BCP against ISO Industry Standards, a mock cyber threat was conducted – whilst this demonstrated the BCP's effectiveness there were some lessons learned and development points for consideration. The simulated/mock cyber-attack involved engaging external experts to conduct a staged cyber-attack, which necessitated a scenario design based on the recent Marks and Spencer incident. A plan was presented for assurance, confirming that while the BCP was fundamentally sound, there was potential for improvement. Efforts would continue to update the document and incorporate additional ISO standards as applicable. A further, deeper cyber exercise is proposed for later in the year, again using external experts to design and deliver.

1.55 Members expressed enthusiasm for the plan and thanked the team for the development of the document. They raised concerns about addressing reputational risks, specifically the threat of protests, prompting the CEO to reference last summer's riots and the activation of the emergency plan. Stuart shared how they implemented a gold command structure prior to having a comprehensive plan in place, which brought attention to the importance of having such protocols.

1.56 Additionally, the conversation included the significance of disaster recovery planning and the lessons learned from a recent cyber incident at another organisation. The chair concluded that designated points of contact for various incidents were essential, alongside ensuring the skills of experts and facilitators involved in the decision-making processes during  a particular incident.


UPDATES FOR INFORMATION AND NOTING ONLY

1.57  Following the Procurement audit discussion, the Committee questioned whether a deep dive would be appropriate for the October meeting. 

ACTION: Stuart Fisher, Governance

1.58 It was NOTED that the Data Breach and Data Protection policies were approved by the Performance & Improvement Sub-Committee.


ANY OTHER BUSINESS

1.59 The Chair, along with the rest of the Committee and the Executive, extended their thanks to Charlotte Moar for her invaluable input and insight provided during her time on the Committee.  

1.60 With there being no further business, the Chair brought the meeting to a close. Thanking all for their involvement. 

The meeting was followed by a closed session of the Committee. 



