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PRESENT
Richard Collier-Keywood, Audit and Risk Committee Chair
Emma Boggis, Member
Charlotte Moar, Independent Member
Simone Lowthe-Thomas, Member
Tracy Staines, Independent Member

IN ATTENDANCE             
INTERNAL
Madeline Denmead, Incoming independent member (Observing)
David Knott, Chief Executive
Stuart Fisher, Chief Finance & Resource Officer
Fiona Morley, Head of Internal Audit
Emma Kavanagh, Deputy Director, Finance 
Catherine Roberts, Head of Governance (Minutes)
Patrick George, Senior Governance Officer (Minutes

EXTERNAL
Gurpreet Dulay, BDO
Max Armstrong, BDO
Robert Bailey, NAO
Ismail Pandor, DCMS
Ntombifuthi Mhlongo, EY
Andrew Brittain, EY

APOLOGIES
Simone Lowthe-Thomas, Member
Sajiq Rafiq, NAO

The meeting was preceded by a closed session. 

INTRODUCTORY REMARKS

1.1 The Chair welcomed all Committee members and attendees, in particular Madeline Denmead, who was observing the Committee meeting and would be joining as an independent member from June 2025. 

Declarations of Interest

1.2 There were no declarations of interest.

Approval of January 2025 ARC Minutes

1.3 The minutes of the ARC meeting held 20 January 2025 were approved as an accurate record. 



Action Log

1.4 The Committee completed a comprehensive review of the actions and all updates can be found within the log. 

1.5 The Committee commended the work done to update the Policy Register. It was confirmed the Matters Reserved to the Board and Delegated Responsibilities document would be taken to the March Board.  

1.6 On Action 05, the Committee recommended an annual review of the Complaints received, it was agreed this would be reported through the Performance & Improvement Sub-Committee and the Senior Management Team. 

  ACTION: Governance
New ARC Scheduling Dates and Reporting Cadence

1.7 The Committee APPROVED the recommended change in meeting schedule cadence to align more closely with the Fund’s governance cycles.

CHIEF EXECUTIVE HEADLINES & HORIZON SCANNING

1.8 The CEO summarised the current operational performance, noting the status of some Key Performance Indicators. On KPI 4, the Committee were advised this would remain red for some time, with options to address this due to be presented to the March Board meeting. 

1.9 The Corporate Plan had entered into its second year, with a focus on strengthening personnel and digital initiatives within the operational budget and an emphasis on growth within the UK Portfolio. Innovation work was continuing to develop and an all staff event was planned for 2025. 

1.10 On the Staff Engagement Survey, the CEO reported an engagement score of 72% and the Senior Management Team had focussed on leadership responsibilities and the organisational development journey. 

1.11 A significant challenge regarding reward was acknowledged. He highlighted ongoing efforts to review the colleague funding role, which would prioritise digital transformation and change rather than compensation. Additionally, productive discussions were held with the People Committee, aligning with the broader people strategy and development focus.

1.12 An update on the income outlook would be presented to the March Board and DCMS were asked to confirm how this was represented on the DCMS risk register.


INTERNAL AUDIT – P03

	Internal Audit Progress Report 

1.13 Fiona Morley presented the Internal Audit Progress Report, reporting that following feedback from the January ARC, the 2025/26 audit universe had now been clustered into key risk themes to make the links between audit and risk more visible, and she thanked the Committee for their suggestion.
1.14 Fiona Morley told the committee that the proposed audit plan had been presented to SMT, who were in support of the suggested audits. 

1.15 The Committee APPROVED the 2025/26 Internal Audit Plan and commended the improvements made by Fiona and the entire team, however this was provisional as feedback would be sought from Dame Julia Cleverly. Richard Colliar-Keywood and Fiona Morley will meet with Dame Julia to gather her thoughts and opinions prior to recommending the plan for final approval from David Knott as Accounting Officer.

1.16 Fiona Morley discussed the current audit recommendations and relayed that there are currently 23 audit recommendations being tracked from 9 audits, 4 had been suggested for completion which will be sent to BDO for moderation. There were two audit recommendations that are overdue. This is the Counter Fraud audit recommendation regarding onward grant management, which has been discussed at previous committees. The second was the EDI Statement of Intent, which is due to be launched imminently and is therefore expected to be closed before the June committee. 

1.17 Fiona Morley told the committee that the process for audit recommendation updates in the future is changing slightly as outlined in the Risk Plan 2025. Austin Ruane (Head of Risk Management) and Fiona would be providing quarterly Risk and Audit packs to Directorate Leadership Teams. Fiona and Austin would attend these leadership meetings as and when required. The hope was that this would be discussed in leadership team meetings, helping the teams to better understand the links between audit and risk and encourage conversations and ownership. 

Grant Decision Making Audit Report 

Emma Corrigan joined the meeting. 

1.18 Max Armstrong from BDO presented key highlights from the report which had been graded as Moderate / Moderate, noting the review primarily focused on England while also sampling findings from other portfolios. The number of findings was anticipated due to the sample number chosen and intertwined with the funding partnerships review. Given the size and structure, the outcomes were not unexpected. The initial assessment involved application procedures and their practical application in both successful and unsuccessful grants. Some instances of non-compliance were noted, which were deemed exceptions rather than the norm, contributing to a medium risk classification. Issues regarding the retention of documentation were identified.

1.19 Fiona Morley explained the approach to the recommendations and management responses in this ‘final draft’ report. It was explained that due to the complexity of some of the audit recommendations, as they were across all portfolios, combined with the timescales to deliver this to the March committee, the report shows ‘holding responses’. This is to allow Emma Corrigan as audit sponsor to have fuller conversations with key stakeholders to agree a way forward with the recommendations. To ensure that the recommendation responses are thoughtful and appropriate for all portfolios, these conversations were vital. The committee were supportive of this approach.

1.20 Emma Corrigan told the Committee that a more detailed action plan would be circulated to the committee once this had been agreed. This would include an updated management response, implementation response, implementation date and recommendation owner. 

1.21 The Committee raised the issue of non-compliance with the retention of some document on GMS and questioned whether some of the guidance detailing the required documentation was accurate. A discussion was also had over the feedback provided to unsuccessful applications, as it was felt that the way in which negative decisions were communicated could often be not viewed as important as communicating success. Max relayed this back to the Complaints and FOI audit, where the vast majority of Stage 1 audits were in relation to unsuccessful applications and this emphasises the importance of ensuring the communication is right first time.  

1.22 Emma Corrigan agreed with the discussion and suggested that the implementation of defined Service Level Agreements could easily address some of the findings. Regarding non-compliance of documents, anecdotal evidence suggested that while processes were appropriate, some were not being documented correctly which indicated a need for updated guidance.   

1.23 The discussion also focussed on considering the significance of Equality Diversity and Inclusion in the absence of established rules. The need to create clear policies was recognised regarding funding decisions alongside the importance of training staff to make informed decisions through an EDI lens. 

Emma Corrigan left the meeting

Strategy Implementation Phase 2 Audit Report 

1.24 Fiona Morley and Max Armstrong presented the findings of the report, graded as Moderate/ Substantial. An overall positive opinion was provided. Max emphasised the necessity of enhanced communication within the organisation and suggested that a clearly documented strategy for timing communications would aid staff in better understanding their roles and the changes affecting them and their colleagues in regards to strategy delivery. Additionally, he made a positive recommendation concerning a detailed management response that would illustrate the impact on both staff and the Fund.

Performance Data 

1.25 On KPI reporting, Fiona noted a recent shift to a more collaborative approach. Previously, reports were sent separately to managers and audit sponsors, but now recommendations and meetings occur simultaneously. There was a suggestion to simplify the KPIs and gather the Committee’s opinions on whether this posed any issues. Max noted improved responses since the change aimed at identifying blockages, putting the team in a favourable position. The Committee were supportive of this simplification, however emphasised the necessity for a clear plan regarding internal audits if timelines slipped, while also underlining the importance of understanding and addressing delays. 

1.26 It was acknowledged that KPIs should reflect the current situation, and discussions were held about separating the work done internally from that at BDO. The current suite of KPIs would focus on delivery timescales only however, the intention is to start including the audit customer satisfaction score that is gathered from the surveys that BDO circulate. It was also discussed the BDO would be circulating a survey to the Audit and Risk Committee to gauge assurance levels that Internal Audit has provided in 2024/ 25 which would provide a baseline. Future KPIs would include audit recommendations, implementation dates, and coverage of key risk themes also. 

1.27 Fiona Morley thanked Tracey Staines for her time spent discussing the KPIs outside of the Committee. 

1.28 The Committee were encouraged by the reviewing of outcomes of previous audits to ensure comprehensive KPI coverage and emphasised the internal audit teams impact. 

1.29 The EDI statement of intent would be presented to the Board at their upcoming meeting and would be included in the People Committee report. 


Internal Audit Charter

1.30 Fiona Morley noted to the Committee that the revised Audit Charter had been circulated as part of the paper pack for openness and transparency.


EXTERNAL AUDIT

Final External Audit Planning Document

1.31 The Committee noted the update provided on the final audit planning document.

Interim Audit Progress Update
 
1.32 Ntombifuthi Mhlongo (EY) provided a verbal update to the Committee. Noting that during the interim period, testing was conducted on income and exit packages, specifically focusing on starters and leavers, which are currently under review. Monitoring of grants was carried out, with appreciation extended to Emma Kavanagh and her team for their timely information. As the year-end approached, there was an expectation to have a reduced number of samples for testing.

1.33 The Committee noted the progress being made. 


RISK

1.34 Stuart Fisher presented the Risk update for the Committee, noting that future income remained a recognised risk, although not immediate and ongoing monitoring and updates were planned as the situation developed. Interdependencies between ORR1 and ORR 24 were identified, necessitating careful tracking of risk connectedness. 

1.35 Stuart relayed to the group that as per Action 11, the findings from the NAO Risk Management self assessment had been previously brought to the committee, and the gaps had been taken into consideration within the 2025 Risk Plan.

1.36 Stuart emphasised environmental risk as a primary concern with discussions already in progress to handle out-of-tolerance areas. The associated KPI was anticipated to flagged as red at the Board meeting, accompanied by a clear action plan to address the issue. Efforts were being made to create a unified approach to risk, strategy and KPI reporting. John Rose had previously expressed concern regarding having adequate focus on environmental risk within directorate business planning, with Stuart noting that a complete action plan would await the finalised business plans due in June 2025. 

1.37 Stuart Fisher drew the committee’s attention to the Post Award Grant Making Risk Theme, with the 2nd and 3rd lines of defence currently grading as red. It was noted that the reasoning behind this was due to the face that the Risk Justification project which was initiated in October 2024 had not yet yielded comprehensive reporting data, and it was not due to the fact that there was additional evidence to suggest it was red. Once this reporting cycle had embedded, it is expected that these assurance levels will increase. The Chair emphasised the need for additional risk assurances concerning post-award grant making.  An internal audit of grant management was scheduled for 2025/26 to enhance assurances.


1.38 The Committee questioned the clarity of risk classifications as red, amber, or green and suggested that these could be subjective. Stuart Fisher advised that an annual review of risk classifications was to be integrated into risk plans. Stuart also outlined the three lines of defence model, which included the risk owner’s assessment at the first line, an independent review by the Head of Risk Management at the second line, and Head of Internal Audit’s external perspective at the third line, which are all guided by subjective but relevant environmental considerations
.

1.39 The Committee noted that the people risk was highlighted as being out of tolerance as a Key Risk Theme, however the 1st, 2nd and 3rd LOD were all green which was confusing. It was noted that whilst there had been detailed conversations at SMT level re the Environment risk theme, it did not appear that this level of detailed understanding had occurred with People and Culture risk and a clear action plan was absent.

1.40 The CEO reported that People Performance Indicators were under development and therefore that had not previously been a clear way of assessing this risk theme. Feedback from the engagement survey was considered essential for shaping the risk strategy. It was agreed that a meeting would be arranged between the Chair, the Chair of the People Committee, Stuart Fisher, Liz Church and Nic Buckley to provide greater assurance and an update provided at the June ARC meeting

          ACTION: Liz Church, Governance 

1.41 Charlotte Moar provided feedback on the 2025 Risk Plan, commenting that whilst it was encouraging to see a way forward in improving risk reporting, it was less clear around risk mitigation and controls which should be a priority.

1.42 Stuart Fisher informed the committee that Austin is currently compiling a control library, which will help standardise and simplify controls for the Fund to use. In section three of the Risk Plan there is an attempt to address this, along with the focus of promoting greater ownership around within SMT colleagues.

1.43 Charlotte Moar asked for this to be made clearer in the Risk Plan, and it was suggested that she and Austin have separate meeting to discuss these concerns in more detail.  

                                                                                                              ACTION: Austin Ruane 

1.44 Tracy Staines commented on the usefulness of the Risk Papers, and how it was encouraging to see that these were being used in practise. She noted that currently almost all inherent risks are graded as high, and whilst not questioning whether this is accurate it was an observation that she wanted to draw out. 

1.45 Stuart Fisher agreed with the observation and relayed that on the contrary to the point raised, when in meetings with DCMS they challenge why none of the current risks are graded as high residually. The Head of Risk Management would review the inherent risks with risk owners to ensure accuracy. 

 											ACTION: Austin Ruane 

5.11 	Tracy Staines discussed the value that a risk ‘deep dive’ would bring to the committee. Whilst the papers are really good quality, the conversation that happens as a result of these papers are hugely beneficial. A deep dive into a risk theme area would be presented to the June ARC. 

ACTION: Austin Ruane 

1.46 The committee discussed ORR 3,  and raised that question that as the previous ‘Fraud’ risk has been amended following the discussion at the Board regarding the false application vs misuse of grant funding, are we confident that the misuse of grant funding is still being reviewed and reported on. 

1.47 Stuart indicated that the description within ORR3 was  refined to ensure accountability and to reflect the suggestions from the Board, he confirmed that the misuse of grants is still monitored and reported on within Sarah Rossiter’s fraud reporting. It was also discussed that there will be a review of the Fraud Investigation Team’s ways of working, and they aim to work more cohesively with Funding Teams moving forward to better understand what is genuine mis-use vs fraudulent misuse.       

1.48 The Committee continued the conversation regarding misuse of grants, and suggested that this could potentially effect customers from more diverse communities and questioned whether the Fund are explicit enough in telling grant applicants what is and is not an acceptable way of spending grant money. They  recommended providing clearer guidance to applicants to help reduce this risk and proposed developing a learning loop for grant holders. Charlotte Moar offered to facilitate a conversation between Austin Ruane and The Student Loans Company to facilitate cross-organisational learning on fraud risk. 


Cyber Risk Update 

Craig Taylor joined the meeting. 

1.49 Craig Taylor presented an update for the Committee, noting that penetration testing and vulnerability scanning had significantly improved due to ARC’s emphasis on threat protection. A 24/7 threat intelligence scanning system had been implemented, enabling proactive cybersecurity measures. Additionally, a new tool was integrated into Microsoft 365, enhancing security capabilities. However, he acknowledged that cyber risk remained dynamic, necessitating continuous assessment and adaptation.

1.50 The Committee acknowledged the progress that had been made and thanked Craig for the update. They expressed concern that compliance with workplace essentials among the Board and Committees was only at 19%.

1.51 The CEO indicated that Liz Church was reviewing a lighter version of the workplace essentials training for non-executive directors and that the governance team would redesign the training over the next year. An Action was assigned to remind non-executive members of any outstanding training. 

  ACTION: Governance

1.52 Craig informed the Committee that the Business Continuity Plan (BCP)had been fully rewritten and aligned with ICO industry standards. He indicated that the Performance & Improvement Sub-Committee had approved the document and it was progressing to SMT and then the June ARC meeting for final sign-off. 

1.53 Future reporting aimed to align the BCP with government security principles and initiatives, emphasising cyber resilience in light of recent public sector cyberattacks.

1.54 The Committee expressed satisfaction with the progress and inquired about the insights expected from the testing phase before the full rollout. The stressed the importance of not delaying implementation while ensuring that testing results informed necessary refinements. 

1.55 Stuart outlined the plan for SMT review and approval, indicating that testing and gap analysis would proceed rapidly. He stated that results would be presented at the June ARC meeting, even if not fully finalised, emphasising that BCP execution was as crucial as the policy itself. Craig confirmed that scenarios were written, and testing was scheduled, which would include external evaluation of the lessons learned.

1.56 On identifying and mitigating cyber threats and other risks that could impact the organisation concerns were raised about worst-case scenarios specifically the consequences of a critical system failure and its potential to disrupt operations.

1.57 Craig elaborated on the BCP, which evaluated five major risk categories: natural disasters, cyberattacks, system failures, and the risk of not being able to pay grant holders for an extended period. The Chair requested a future report from Craig detailing worst-case scenarios and mitigation strategies.

ACTION: Craig Taylor
            Craig Taylor left the meeting 

FRAUD

Sarah Rossiter joined the meeting 

1.58 Sarah Rossiter informed the Committee that the 2024/25 Fraud Action plan was on track, with significant progress noted in various areas. The training sector was currently a work in progress. The action plan included the Public Sector Fraud Authority (PSFA) referral, with a cluster of cases being actively closed; additional updates were anticipated for the June meeting.

1.59 The caseload remained under target, largely due to a trial of the Single Network Analysis Platform (SNAP), which has been extended through the following year. This system is utilised by the investigation team to enhance fraud detection and prevention across government departments. Over the past year, the team has concentrated on reducing caseloads and is shifting focus toward policy and practice improvements, including recruiting for a strategic review, with updates expected in June.

1.60 An appendix containing data reporting related to fraud was included; efforts to analyse caseload data were underway, with plans to share potentially relevant findings. Misuse emerged as the primary area of fraud, tracked consistently since 2019, illustrating the organisation’s targeted approach in addressing these issues.

1.61 The Committee thanked Sarah for the update and the discussion initially centred on the closure of the PSFA case, highlighting the implications of this outcome. Sarah noted that the PSFA was developing a pathfinder program aimed at assessing the potential effectiveness of a new enforcement taskforce in recovering funds and facilitating police involvement. She indicated that the PSFA would possess enhanced authority to retrieve funds and could also conduct investigations, provide recommendations, and potentially pursue recovery actions. The initial case was closed, with the PSFA endorsing the majority of the conducted investigation.

1.62 The conversation transitioned to the definition of error reporting, with Sarah explaining that errors, as defined by the government, were included in the broader category of fraud. Issues arose regarding the classification of financial losses that did not constitute fraud but were still counted as errors.

1.63 Members referred to the statistics surrounding fraud checks, noting that a significant portion pertained to low-value products, many of which were categorised as not proven or deemed to involve deliberate misuse. She expressed concerns about the high number of referrals, emphasising the need for examining themes that could contribute to a feedback loop for training and improving reporting systems.

1.64 Sarah confirmed that an action was required to analyse the data and determine its implications for internal practices, as some reports to DCMS and PSFA lacked comprehensive data. 

       ACTION: Sarah Rossiter

Sarah Rossiter left the meeting 


ANNUAL REPORT

Key Changes and Updates Expected for 2025 ARA 

1.65 Emma Kavanagh updated the Committee on progress noting the annual report underwent a significant format change last year, becoming more of a compliance document while effectively integrating the narrative through data presented in the Performance Section. This approach was well-received by stakeholders, and the decision was made to maintain this format with no fundamental modifications this year.

1.66 The requirements of the second year of enhanced disclosures under the taskforce for climate related financial disclosures would be incorporated into this year’s report. Amendments to the Financial Reporting Manual had been reviewed, and although some changes had been noted, they would not impact the Fund reporting. It was not anticipated that there would be similar issues with receiving pension data in time for reporting.


  Discussion: 2024/25 ARC Conversations and Assurances to be Disclosed in 2024/25 


1.67 The Chair invited Committee members to reflect on any key assurance conversations from 2024/25 that would be good to include in the Annual report. 

1.68 The discussion focused on enhancing cyber risk conversations and acknowledged the progress made over the year. The Chair highlighted the effective performance of the internal audit, with only one limited report.The development of the policy register should also be included. 

1.69 The Chair noted a significant decline in fraud incidents, indicating a positive direction.

ARC TERMS OF REFERENCE REVIEW

1.70 The Committee reviewed the ARC terms of reference, with Charlotte Moar agreeing to circulate comments to align more closely with HM Treasury guidance. 

 ACTION: Charlotte Moar

1.71 Other amendments were requested with a final draft to be circulated to members for approval via correspondence. 

  ACTION: Governance 

UPDATES FOR INFORMATION AND NOTING ONLY

1.72 The Committee noted the substantial progress made on the Policy register. 

1.73 They welcomed the forward look of scheduled Deep Dive topics. 

1.74 It was agreed the Replacement Finance System would remain as a standing item to update on progress. 


ANY OTHER BUSINESS

1.75 With there being no further business the Chair brought the meeting to a close at 13:11 




