United Colleges Group Corporation
Joint Meeting of the Audit Committee and the Finance and Resources Committee
Monday 02 December 2024, 6 pm, by Zoom

Present:
AUDIT COMMITTEE - Derrick Betts (Chair), Grainne Brankin, Amish Nathwani, Stephen Grainge,
Andrew Dowsett

FINANCE AND RESOURCES COMMITTEE - Franklin Asante, Stephen Davis, Alex Fyfe, Ross Mackenzie
(Chair), Nadia Babar, Laura Griffiths, Alastair Procter.

In attendance
Amanda Thorneycroft (Chief Finance Officer), Shachi Blakemore (Buzzacott)* and Zoé Lawrence
(Director of Governance).

*For relevant agenda items only

A JOINT MEETING
1 | Apologies for absence
There were no apologies — 100% attendance. AF joined the meeting late at 6.53 pm.
2 | Declarations of interest in agenda items
None were received.
3 | External Auditor’s Report: Financial Statements Audit and Regularity Findings Report

2023/24

(Papers circulated in advance)

SB presented the External Auditor’s report explaining that this was near completion and the
final funding reconciliation had been received that day. She said that there was nothing in the
report that she considered would hold up the signing of the financial statements, and gave a
clean opinion, including in relation to the teachers’ pension scheme. She was conscious that a
letter of support for CWC Enterprises had been requested from the DfE. She thanked AT and
the Finance Team for their contribution to the process and commented that preparation had
gone well this year. The six recommendations made the previous year had been resolved
some of which were reliant on the installation of the new finance system which was now in
place. The risk of the Wembley Park Project was noted and the accounting treatments of
capitalising elements of that, together with income streams, banking covenants, and the
deficit on the trading company feeding into considerations on the going concern of the
college. SB highlighted the appendix of unadjusted items which if adjusted for would create a
£500k adverse impact. SB also highlighted a few of the recommendations from this year
including the number of bank accounts and credit cards which increased the risk of fraud and
were more time consuming to reconcile; matching of POs which would be addressed through
the new finance system, and improvements to the register of interest. The letters of
representation for the Committees’ consideration were standard and she was satisfied that
there was nothing of concern to highlight in the Regularity Self-Assessment.

Members discussed in detail the unadjusted items and the reasons behind the accounting
treatments used. In summary, fixed assets had been overstated or it could be referred to as
an impairment in-year and it was concluded that the unadjusted items would remain
acknowledging that the £575 figure may reduce following the final funding reconciliation. AD
challenged this view, but the majority of members over both committees were in agreement
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with the external auditors that the approach taken was the most practical in the
circumstances, within the parameters set out by the ESFA and was not material. It was agreed
that it may be helpful to amend the narrative associated with the unadjusted items for clarity.
RM echoed SB’s thanks to the Finance Team for their support of the audit.

Letters of Representation

(Papers circulated in advance)

It was noted that these were standard letters. AD suggested that the FRS 102 accounting
standards be specified. SG also suggested that the wording on the going concern in the letter
was clearer than that on p12 of the financial statements and could be used in the latter.

Regularity Self-Assessment

(Papers circulated in advance)

Members reviewed the regularity self-assessment on which the auditors rely in the delivery of
their work. AP suggested that the pension strain associated with a severance payment be
included under the relevant section. This was agreed. AT explained that advice had been
sought from the DfE on this as to whether this should be included as part of a severance
payment, and as such if DfE approval was needed. DfE were not sure on this point and would
revert. It was not expected that it would be included. It was noted that the level of pension
strain was dependent on a staff member’s salary and age and may impact equity for
redundancy payments as part of restructuring. SG suggested that the insolvency training be
offered again to governors or the reference to it from 2019 be removed as it was 5 years ago.
Pending the suggested changes members approved the regulatory self-assessment for
signing.

4 | UCG and CWC Enterprises Financial Statements for year ended 31 July 2024
(Papers circulated in advance)

AT explained the actions that had been taken forward since the previous year concerning the
subsidiary company, CWC Enterprises. This included tax and legal advice, the separating of
the commercial income and associated costs from that of the college, cost controls and some
increases to prices. It was noted that the subsidiary had made a significant profit in 2023/24
reducing the intercompany balance to £173k. It was SB’s view that as a result of these
changes and the performance of the company that there was enough evidence of it being a
going concern for the next 12 months as it was likely to come out of deficit within that time.
The September management accounts showed a continued reduction in the intercompany
debt to £112k. However, as the company debt had not been cleared in a single year, UCG had
applied to the DfE to issue a letter of support. The outcome of this at the time of writing was
awaited. SG commented that it was good to see that the company was trading its way out of
financial difficulty, but it was still dependent on the college. This was agreed and the
committees were reminded that the company had been established due to the limit of £80k
on commercial income for charities. Only the costs directly linked to the lettings were covered
by the subsidiary.

SG queried the calculations for the defined pension obligations. AT said that the financial
statements in this regard were based on a specifically commissioned report. SB confirmed
that these were consistent with market data, and discount rates and that pensions were not
included in the financial health scoring.

The Committees were content to recommend these Financial Statements to the Corporation
for approval.
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5 | Section of meeting without Executive Members present

(SD&AT left the meeting)

SG sought further assurance concerning the unadjusted items noting that they were close to
materiality levels, and whether the auditors would typically see them adjusted. SB responded
by explaining that the position on materiality often was in relation to a college’s financial
health which most colleges preferred to be consistent and not to swing from inadequate to
outstanding, which could occur through no fault of the college. For these reasons colleges
often had large unadjusted items. She said that generally it was a point of judgement and
whether there would be a change to the financial health category that was taken into
consideration. AN queried the external audit fee which appeared to have significantly
increased this year. SB confirmed that this was not an increase but included the recovery of a
larger fee element from the previous year.

(SD & AT returned to the meeting)

SB left the meeting at the end of section A.

B | FINANCE AND RESOURCES COMMITTEE

1 | Declarations of interest in agenda items
None were received.

2 | (i) Approve minutes of the Finance and Resources Committee meeting on 30 September
2024

(Papers circulated in advance)

The minutes were approved as an accurate record.

(ii) Actions and matters arising
The actions had been completed or were covered elsewhere on the agenda.

3 | CWC Enterprises

(i) Service Agreement
AT explained that the service agreement had been amended slightly since the last
meeting and had undergone a further review by lawyers. She acknowledged some
comments received from AF outside of the meeting and confirmed that there were no
issues with transfer pricing. The purpose of the service agreement was to formalise
the relationship between the college and its subsidiary, and to ensure compliance with
charity law in this regard. SG sought assurance that the service agreement fulfilled this
requirement from a legal perspective and asked whether the services within it were
described correctly. AT said that CWC Enterprises covered the lettings on the college’s
behalf with only recharges for direct costs. RM commented that the services were
described in a minimal way and suggested that further detail be included and to
ensure that it adequately made provision for the separate legal entities. AF was in
agreement with the points raised.

AT reminded the committee that CWC Enterprises whilst a subsidiary company was
part of the group. She guarded against including too much detail which may cause
limitations at a later time. RM summarised that it would be helpful to have assurance
and evidence that the lawyers advising the college were satisfied that the service
agreement created sufficient division between the college and subsidiary and ensured
compliance with charity law provisions. This may require some further amendments.
AT said that the document had been reviewed by tax and legal experts. AF asked for
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clarification on the service for venue hire to production companies. AT said that this
provided distinction between those and UCG’s own productions. RM confirmed that
subject to further assurance that the service agreement fulfilled the requirements
stated that the Committee was content to recommend it to the Corporation for
approval.

(ii) Interim Accounts
AT highlighted that commercial income for CWC enterprises was now included in the
regular monthly management accounts which had been discussed under the financial
statements and going concern item.

(iii) Budget for 2024/25
Members noted the budget for the subsidiary company and welcomed the opportunity
for ongoing monitoring.

4 | Management Accounts (P2) September

(Papers circulated in advance)

AT presented the management accounts for September 2024. The introduction of the new
finance system provided additional information and charts for review. The start of the year
was positive with income being slightly down, but also payroll showing a positive variance
which was likely to shift back later in the year. AT explained the impact of the pending pay
award that was being agreed with the unions, which would be back dated to August, and the
changes to NIC and the minimum wage on subcontracted services in the college (catering and
security). AF asked whether this increase had been quantified. At said that current estimates
were in the region of £150 -£200k. The October management accounts would be provided for
the Corporation meeting the following week.

C | AUDIT COMMITTEE ONLY

1 | Declarations of interest in agenda Items
None were received.

2 | (i) Approve Audit Committee minutes of 11 October 2023
The minutes were approved as an accurate record.

(ii) Matters Arising
One of the matters arising concerned the controls in place for uploading assessment
results following the investigation by Pearson. ZL confirmed that this was completed, post
moderation, by two members of staff independent of the subject being assessed. She said
that processes were being developed for the Assessment and Exams Team to upload
results in future creating increased independence and rigor to the process. The Audit
Committee accepted this as reasonable controls.

3 | External Audit Re-Tender

(Papers circulated in advance)

A short paper with the timeline for the tender had been shared with members. It was
planned that the tender would be issued on a procurement framework the following
week. It was agreed that the tender document would be shared with the committee and
any additional companies that were not on the list could be suggested. AD and SG
expressed an interest in being on the selection panel pending the confirmation of dates.
Clarity was provided as to the position of the incumbent and whether they would be able
to be re-appointed.
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4 | Audit Committee Annual Report

(Draft circulated in advance)

Members noted that the changes proposed at the previous meeting had been included. Two

further additional comments were made. The Committee was content to recommend this

report to the Corporation for approval.

5 | Policies for review

(i) GDPR Policies
AT presented 4 new GDPR policies / procedures for specific data categories. These had
been drafted by the college’s outsourced data controller GCI Law after being identified
in a gap analysis. Members commented that the policies were more procedural and
that they be considered as operational and not require Corporation approval. ZL said
that she would have a further look and consider this. The responsibility for GDPR was
with AT. Members asked when the last GDPR audit had taken place and if a further
one was scheduled. ZL agreed to look this up and feedback.

(ii) Freedom of Information Policy
This policy had been updated to reflect the recently reviewed DfE guidance. The
changes were minimal and mostly concerned revised links on the websites. GB
suggested including in the policy the consideration of publishing frequently requested
information in the policy. It was suggested that a more detailed report on FOI be
prepared for a future meeting.

Meeting closed 20.05 pm

SIGNED: ....coviiirnninnnnninnennesnnnnessnsnessnanes Date:

Ross Mackenzie, Chair F&GP

SIGNED: ...cooeiiiieiiicirnnnnnneneeneneeeteseesssssnannes Date:

Derrick Betts, Chair Audit

ACTIONS

Ref Action Owner | Status

A3 For the FRS 102 accounting standards to be specified in the SB Complete
letters of representation.

A3 For the pension strain associated with a severance payment | ZL Complete
be included under the relevant section of the Regularity Self-
Assessment

B3i To provide assurance and evidence that the lawyers advising | AT Complete
the college were satisfied that the service agreement
created sufficient division between the college and
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subsidiary and ensured compliance with charity law
provisions.

frequently requested information. To provide a more
detailed report on FOI for a future meeting.

c3 For the tender document for the external auditors to be ZL Complete
shared with the committee and any additional companies
that were not on the list could be suggested.

C5i ZL to review the policies and decide if these were ZL Complete
operational and could be approved by the SLT. To confirm None recorded /
when the last GDPR audit had taken place and if a further not scheduled
one was scheduled.

C5ii Include in the FOI policy the consideration of publishing ZL Complete (policy

inclusion).
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