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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
David Knott, Chief Executive
Stuart Fisher, Chief Finance & Resource Officer
Fiona Morley, Head of Internal Audit
Austin Ruane, Head of Risk Management
Patrick George, Senior Governance Officer (Minutes)

EXTERNAL
Gurpreet Dulay, BDO
Max Armstrong, BDO
Robert Bailey, NAO
Ismail Pandor, DCMS

The meeting was preceded by a closed session. 

INTRODUCTORY REMARKS

1.1 The Chair welcomed all Committee members and attendees. 

Declarations of Interest

1.2 There were no declarations of interest.

Approval of November 2024 ARC Minutes

1.3 Some amendments were suggested to the minutes, as detailed below, which were accepted. 

1.4 The Committee pointed out that policies were missing from the Policy Register and emphasised the importance of ensuring completeness and regular updates.
ACTION: Governance

1.5 The Business Continuity Plan (BCP) was raised, with a follow-up action to present a detailed update at a future ARC meeting.
ACTION: Stuart Fisher, Craig Taylor 

1.6 Clarification on compliance with Functional Standard 013 was requested. The Committee highlighted inconsistencies in the reporting language which would be clarified.
	ACTION: Sarah Rossiter, Governance

1.7 Subject to the changes discussed, the minutes of the ARC meeting held on 26 November 2024 were approved.

Action Log

1.8 The Committee completed a review of the actions, and some amendments were suggested.(review of actions continued at para 2.8) 
                                                                                           ACTION: Governance 

INTRODUCTION – FEEDBACK FROM THE BOARD – Verbal Update

1.9 The CEO announced that the Framework Document had been successfully published and disseminated across all channels. Its significance in defining governance responsibilities was acknowledged. Members received the monthly CEO update, with further updates planned for January. 

1.10 The upcoming year would be a pivotal period for delivery, focusing on funding and policy engagement goals amidst significant external changes. The organisation faced challenges in maintaining focus amid these changes and it was important to remain clear on ambitions. Business planning efforts aimed at effectively utilising resources were underway.

1.11 The recent employee engagement survey had yielded strong results with a 71% engagement score and 77% response rate, which would be discussed at the next meeting of the People Committee. ARC members were interested in a detailed breakdown of directorate  results and planned actions, which would be presented in March.
ACTION: Liz Church

1.12 The organisation was in the process of recruiting an interim Funding Strategy, Comms and Impact director, while considering the structural needs for a permanent replacement.

1.13 The Committee highlighted a notable rise in phishing attacks and the volatility of the external risk environment. Statistics on phishing attacks had been shared at the last meeting, and although there had not been a sustained level of threat since, this was an ever-present risk. Various penetration tests, some involving the senior management team, were being conducted on an ongoing basis and business continuity plans were in place. 

1.14 Reflecting on the wider risk environment the CEO was confident that the awareness and understanding of risk within the Fund had improved and there was greater confidence in the agility and ability of the organisation to respond to external shocks in the funding/political and social/environmental space. 

1.15 An update was requested on the centralisation of the complaints process. Pending website functionality updates when automation could be implemented, the manual process remained in place, coupled with training for colleagues across the Fund. A fuller update, including options for technical solutions and training would be provided at the March meeting.
ACTION: Nic Buckley

1.16 The Chair mentioned that there had been constructive discussions on risk appetite at Board, particularly around fraud and the meaning of fraud. In particular, there was a low appetite for fraud and an acknowledgement that funds were sometimes used for a purpose close to but not actually the same as the original grant application.  This was not viewed as fraud and there was more of a medium risk appetite for this type of risk. It was hoped to find a way of having a low-risk appetite for fraud but that this would not impact the distribution of grants to the most deprived areas. Discussion of these items would be reported back to the Board and a main Board item proposed in the future.
ACTION: Richard Collier-Keywood

1.17 The Committee continued the review of actions, noting that there had been a good discussion around risk related to the environment. Actions flagged for March were also noted.
 
1.18 The Committee suggested that informal ARC gatherings should continue with perhaps two informal dinners prior to meetings each year, and the overall cadence of ARC meetings be structured within the governance cycle in alignment with the internal audit schedule. A follow-up meeting was planned prior to the March ARC.

1.19 All other outstanding actions were reviewed and where appropriate follow-up actions agreed.

INTERNAL AUDIT – P03

	Internal Audit Progress Report and Recommendations Tracker

1.20 Fiona Morley presented the Internal Audit progress report. Six audits had been completed; two remain on track for March delivery.

1.21 Fiona raised the audit performance to date and acknowledged that so far in 2024 / 2025 only one audit had returned with limited assurance, Complaints and FOI. It was also noted that the performance data would be updated in March as due to the tight timescales, the current table did not capture the Funding Partnership Grant audit timelines. Fiona reported that there had been positive engagement with Fund’s colleagues and prompt BDO responses. Any delays would be flagged and brought back.

Audit Recommendations

1.22 Fiona reported that only twelve audit recommendations had been chased for updates on this occasion; these recommendations had an implementation date that was now overdue. Out of twelve overdue recommendations, seven were proposed for closure; these would be sent to BDO for moderation and confirmation that there was enough evidence to agree to close these as completed. Of the remaining five recommendations, four had requested an extension to the implementation date. The one remaining is the Counter Fraud recommendation detailed below.

1.23 Fiona brought to the meeting’s attention the Counter Fraud audit. Delays in implementing the minimum grant management standards were noted. It was suggested that this recommendation could be integrated into the Risk Justification project as one possible way forward, however there was a suggestion for a Grant Management audit in 2025 / 2026 which could highlight the same finding. 

1.24 A discussion was held around the Complaints & FOI outstanding recommendation. It was noted that implementation of a centralised electronic system remained dependent on website functionality updates. In the meantime, interim manual processes were in place. The Committee were reassured that much work was being done through the interim systems in place.

1.25 The Committee were supportive of the plans and changes made and encouraged the executive to set realistic dates when receiving audit recommendations, and to keep original dates when suggesting an extension to allow visibility of any delays. 
ACTION: Fiona Morley

1.26 They reiterated that a comprehensive update on options for the centralisation of Complaints & FOI and training progress be presented in March.
ACTION: Nic Buckley

Funding partnerships audit report 
Phil Chamberlain and Emma Corrigan joined the meeting.

1.27 The Chair welcomed Phil Chamberlain and Emma Corrigan. Fiona expressed her thanks for the collaborative attitude of the funding teams and BDO colleagues, especially with the tight deadlines prior to Christmas. The design and effectiveness opinions were graded as moderate with seven recommendations identified (five medium and two low risk). This audit has been conducted alongside the Grant Decision Making audit which was still underway. In order to avoid duplication, some of the testing (i.e. Panel observation) had been done in collaboration and the results had been reported in the Funding Partnership audit, however, it would also be referred to in the Grant Decision Making audit. BDO explained the approach to the audit highlighting the wide range of areas the review had covered. Some inconsistencies and few instances of non-compliance had been identified however these were not of significance. 
 
1.28 Phil was content with the report and management responses. A programme of work had previously been set up alongside the portfolio reviews with a view to providing staff with training and guidance, the recommendations would add to this. Whilst the Committee expressed that some of the recommendation implementation dates felt ambitious, Phil confirmed that these took account of other work senior colleagues were involved in. This had been a helpful exercise which the Fund might consider extending to other portfolios in the future.

1.29 The Committee were keen to understand whether there were assurances that clear grant making policies and procedures were in place. BDO confirmed that they reviewed existing policies and procedures as part of the Funding Partnership Grant audit and gave assurance that these were clear and were also on the Fund Policy Register. Moving forward, Fiona suggested that this be made clear within the audit report to highlight the golden thread between internal audit and policy. 

1.30 The Committee queried how the audit had measured EDI considerations in decision-making. Although there was a degree of subjectivity, BDO confirmed that EDI factors were included in the review in line with TNLCF wider strategy and EDI ambitions. The Committee discussed the risk of bias and the need to hold meaningful conversations during decision making. The Executive confirmed that all staff had been through equalities training. Further work was needed to continue building a clear position where staff could confidently assess which grants should be funded from an equity perspective. Further detail on the position would be brought back to the Committee in due course.
ACTION: Phil Chamberlain, Emma Corrigan

1.31 The CEO felt the audit provided the opportunity for further learning and a rich conversation which should be followed up at senior management level. He stressed that this audit had an internal focus, and it was equally important to seek feedback from partners and stakeholders on their experience.

1.32 The Committee commented that some guidance to map out the decision-making considerations, including any legal and statutory requirements to help Committees and panels make consistent decisions should be considered.
ACTION: Phil Chamberlain, Emma Corrigan, Head of Legal

1.33 [bookmark: _Int_dhrX8Y4W]The Committee queried the observation within the audit report about a panel member’s conduct and how this had been addressed. BDO confirmed that the conduct shown by a panel member had been addressed by colleagues and the chair of the panel in the moment. The executive also confirmed that further action had been taken as a result of the behaviour shown. The Committee were pleased to hear that appropriate action had been taken and took assurance that whilst this behaviour should not have happened, the response was decisive. 

Phil Chamberlain and Emma Corrigan left the meeting.

Grant decision making Audit

1.34 The Committee were provided with a quick overview of the grant decision making audit. Grading was not available yet as some field work was still underway. BDO set out a few key points:

· The scope had focussed on standard grants and sampled across all four nation portfolios. 
· There were some variations in application processes between countries and a few instances of non-compliance but not of a concerning level. 
· There would be more on EDI in the next iteration so they felt that there was merit in reporting these in the March report.

1.35 There were no further questions from the Committee.

FIRST LOOK INTERNAL AUDIT PLAN 2025/26 – P05

1.36 Fiona Morley set out the approach for the 2025/26 audit plan and explained the process of the planning stage, which reflected the process followed in the previous year. It was expected that this plan would be approved at the March Committee for the Accounting Officer’s sign off at the end of March.

1.37 The Committee suggested that the Grant Management audit looked at the breadth of funding across the UK. This would be helpful to compare the different methodologies across all portfolios.

1.38 On the Simple Grants audit the Committee wished for more clarity on the distinction between this proposed audit and the Grant Management audit. It was explained that the Simple Product review would focus on the effectiveness of pre-award stage systems. The Committee also noted that the Simple Product had changed in value and length of award recently, and it would be helpful for the audit to give assurance over the implementation of these changes. 

1.39 On the Community Led Missions audit clarity was required and it was suggested that this would assess portfolios’ success in responding to the missions drawing on the Outcomes Framework. An important aspect highlighted by the Committee could be to measure how portfolios had engaged with the community and stakeholders in shaping programmes. Whilst it was felt that this was an important aspect for the Fund to understand, it was questioned if internal audit was the right way to do this. The CEO suggested he takes this away for further thoughts around how to gauge the interaction portfolios have had with communities.
ACTION: David Knott
 
1.40 The Committee questioned why the Risk Framework audit had been delayed to 2026 / 2027. Fiona Morley stated that the Fund had recently completed the NAO Risk Assessment which identified some gaps. Whilst the results of this assessment could inform the scope of a Risk Management audit, it was felt that time was needed to action the suggestions to plug these gaps first. The Committee asked for a short paper to be presented to the Committee outlining the gaps, and actions planned.
ACTION: Austin Ruane

1.41 The Committee thanked Fiona for a clear paper and suggested that the long audit universe list be clustered in thematic areas for enhanced clarity. This would be presented in March.
ACTION: Fiona Morley

1.42 Fiona re-iterated that limiting the plan to 8 audits in 24/25 had allowed them to dedicate the right amount of time and resources for in-depth, meaningful audits delivered on time. Should there be an additional area that needed attention in 25/26 she recommended swapping rather than adding to the list.

1.43 The Chair asked that the areas of audit considered but not included in the list be shared in March to ensure that nothing urgent or important was missing from the plan.
ACTION: Fiona Morley

1.44 Although the Committee were comfortable with 8 audits, they wished to have some internal audit assurance around delegated decision-making. Delegated decision-making audit had been postponed to 26/27 as work was taking pace around this currently and the recent Board chair appointment. 

1.45 The Committee reiterated the importance of internal audit using the Policy Register as a reference point for future audits. Fiona Morley confirmed that this will be the starting point for future audits, and it will be documented within the audit report to ensure that the Committee has assurance over this.
ACTION: Fiona Morley

1.46 The CEO confirmed that the senior management team would review the proposed plan before March. It was also suggested that the new Chair may have a view on the list, and what should be presented to Board in March.
ACTION: Richard Collier-Keywood, Fiona Morley, Nic Buckley

FRAUD RISK APPETITE – P02

1.47 The Chair reminded the meeting that the Board had challenged the ‘medium’ fraud risk appetite threshold at their December meeting. As a result, the Executive had been asked to review the position for final approval by ARC. There was a related question about the meaning of fraud and the difference between deliberate fraud and using funds not as intended in the grant terms & conditions.

1.48 Austin Ruane reported that following further exploration with subject matter experts across the three lines of defence the risk theme would be broken into two component parts, simple and standard products. The former was designed to be high volume, low value and the control framework focussed on post award checks. Standard product was for higher values and lower volumes, with rigorous pre-award checks. Therefore, the proposal was to retain a medium risk threshold for small grants and move to a low-risk appetite on standard product as it was felt that the controls were in place to meet that risk level.

1.49 The Committee raised the point made at Board on the potential to screen out less established groups by being too risk averse and the Board’s interest in being bold and ready to try new approaches. The Executive were confident that the distinctions and definitions were far clearer and that having a higher risk appetite for simple product was important for the Fund to best serve diverse communities.

1.50 Definitions had been refined and there was a clear differentiation added between deliberate misuse of public funds and using the funds in an unintended way. The new risk justification process would provide more detail in assessing the difference between wilful misuse and new community groups with less strong governance for example. The impact of this new classification would come through the counter fraud report. Although checks might not change, there would be a difference in managing the framework.

1.51 It was stressed that as the simple product awards had recently been raised from 10k to 20k a period of testing was necessary to ensure the risk remained in tolerance before any changes to the checking framework were suggested. This would be reported clearly to Board.

1.52 The Committee was pleased that the Board were having this level of involvement in the conversation. They felt it is crucial to be inclusive of all communities, whilst recognising the need to have an external message of zero tolerance for fraud.

1.53 Stuart reminded the Committee that the risk justification project had been launched in October 2024, and there would be a recommendation backed up by data after 12 months of activity at the November ARC meeting and the December 2025 Board meeting.
ACTION: Austin Ruane

1.54 The Committee noted that partnerships and standard product would have the same threshold. The Chair confirmed that the Board at their December meeting had delegated the final decision on the fraud risk appetite thresholds to ARC.

1.55 The Committee APPROVED the recommended fraud risk appetite thresholds for 2025 as outlined in Annex A of the paper, namely:
· Simple Fraud Risk Appetite: Medium
· Standard Fraud Risk Appetite: Low 

ANY OTHER BUSINESS

1.56 The Committee were asked whether they approved the revised Whistleblowing policy circulated by correspondence on 12th December 2024.
The Committee confirmed that they APPROVED the policy.

1.57 The CEO informed that there was no significant update in terms of write offs/investigations which were not in the pack for this meeting.

1.58 The Chair thanked all for attending. There being no other business the meeting closed at 12.50 and was followed by a Closed Session.

