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AUDIT AND RISK ASSURANCE COMMITTEE 
Unconfirmed minutes of the meeting held on 29 January 2025 
held via Teams

Present	
Alina Lourie			Non-Executive Director (chair)
Mark Chakravarty		Non-Executive Director
Justin Whatling		Non-Executive Director
Amanda Gibbon		External Member

In attendance
Pete Thomas	Director, Finance
David Coombs	Associate Director, Corporate Office
Barney Wilkinson	Associate Director, Procurement
Helen Brown	Chief People Officer (for item 5.1)
Raghu Vydyanath	Chief Information Officer (for items 5.1, 5.2 and 5.3)
Martin Davison	Associate Director, Finance (for item 5.2)
Helen Finn	Senior Communications Manager (for item 6.2)
Ehtisham Ramzan	Head of Financial Accounting (for item 7.1) 
Elaine Repton	Corporate Governance & Risk Manager (minutes)


Niki Parker	Senior Audit Manager, Government Internal Audit Agency
Stephen Ferris	Engagement Director, National Audit Office
Katie Henry	Engagement Director, KPMG
David Wright	Head of NICE Sponsor Team, DHSC 


Committee’s private meeting with the auditors (item 1)
The non-executive directors and the internal and external auditors held a pre-meeting in private before the open meeting.
Welcome and apologies (item 2)
The chair welcomed everyone to the meeting.
Apologies for absence were received from Sam Roberts, Jacob Horner (NAO) and Dan Tumelty (KPMG).
Declaration of interest (item 3)
The committee noted the interests register.  No new interests were declared.
Minutes of the last meeting (item 4.1)
The minutes of the meeting held on 27 November 2024 were agreed as a correct record.
Action Log (item 4.2)
The committee discussed the two outstanding actions: 
[bookmark: _Hlk125468281]Cyber security risks (action 352) – Katie Henry confirmed that Raghu Vydyanath was in discussion with KMPG to facilitate a cyber security session for the NICE board, but a date was still to be confirmed.   
Action: RV
Cyber security support (risk 365) – In Raghu’s absence (who joined the meeting later), Pete Thomas reported that some progress had been made to get call-off contracts in place for additional capacity in the Digital, Information and Technology (DIT) team.  Three vacant infrastructure roles have been filled through contingent labour approvals, and three contract waivers have been signed to enable continuity of service for planned IT resilience work.
The committee’s request to receive a map of external dependencies to give clarity over NICE’s cyber exposure was in progress and will be submitted to the May meeting.
SUBSTANTIVE ITEMS
Strategic risks (item 5.1)
The committee discussed the strategic risk register which had been further updated since November to better reflect the emerging risks in the health system and external environment.  Reference was made to risks 2 and 3 which relate to potential implications for NICE’s role in the system because of the NHS policy agenda and changes expected in the 10-year health plan in respect of the health and growth missions.  It was noted that Sam Roberts was involved in several of the Government’s working groups which were expected to report their findings in February, at which time NICE will have a clearer understanding of any impact.
Pete Thomas stated that the finance risk had been re-shaped to consider financial forecasting, agility and financial sustainability.  The risk would be discussed in more detail at item 5.2. 
The committee noted that a major cyber security incident or system outage was still the highest rated risk and queried whether there was now sufficient resource in the DIT team and whether the business continuity work had progressed.  Pete Thomas advised that there had been challenges within the team as demand had outstripped capacity in the last quarter due to vacancies, sickness absence and the festive holiday period, but as mentioned in the action log, contracts had been entered into with existing and new suppliers for external network support and a new call-off arrangement for contingent labour will mean that temporary expertise can be drawn on more quickly to fill resource gaps.   
The committee agreed that the risk register was in good shape but asked how the committee could receive assurance that discussions with Ministers about the changing environment remained positive for NICE.  David Wright was asked whether he was able to provide any insight.  He confirmed that Sam Roberts was well placed and involved in the discussion of options as they were being considered.
The committee supported the revised risks and was satisfied it had discussed the mitigations to manage the risks should they crystallise.  The executive team was asked to keep the NICE board updated on progress with the 10-year health plan discussions.
Deep dive risk review – financial agility and sustainability (item 5.2) 
Pete Thomas gave a brief overview of NICE’s financial position at M9. The key points discussed were:
· Since M8, the year-end forecast had increased to £2.1M, mainly due to staff vacancies, spend on DIT investment being less than expected or being deferred and cost recovery in the TA and HST programmes over performing.
· There were some material non-pay variables which could however materially impact the underspend including the costs for the City Tower dilapidations.
The committee asked which DIT items had been delayed.  Raghu Vydyanath outlined the specifics and explained the reasons which included some services being delivered at much lower cost than budgeted, whilst some other projects had been deferred into early 2025/26.
There was a discussion about the potential impact of the underspend on next year’s GIA funding, and the implications of non-GIA sources of income being variable.
Martin Davison introduced the financial sustainability, and agility slides which focussed on three key issues to be addressed to mitigate the risk, those being: having a relatively fixed cost base; the uncertainty around non-GIA funding and income streams; and the need for better financial planning and forecasting.
The committee discussed the implications of each in detail and noted how the use of call-off contracts will provide access to more flexible resourcing and supplier support when there are peaks in activity.  Helen Brown mentioned work taking place on workforce planning so that staff with generic skills could be deployed internally where they are needed most.  
Pete Thomas referred to the development of a commercial strategy which will outline NICE’s ambitions for non-GIA income streams working with the NICE Advice and NICE International teams.
It was noted that the finance team will work closely with delivery teams through business partnering arrangements to improve financial forecasting and accuracy and better understand business drivers to improve management information and forecasting accuracy.  It was noted that accurate more financial forecasting depends on robust operational delivery and resource planning.
The committee thanked Pete and Martin for a comprehensive presentation and asked that the key actions and mitigations in the slides be replicated in the strategic risk register.  The committee asked to be given the opportunity to discuss the commercial strategy at its November meeting after it has been submitted for discussion to the NICE board.
Action: PT
Cyber security progress report (item 5.3)
Raghu Vydyanath gave an update on cyber resilience activities since the last meeting, noting the results of the phishing campaign, achievement of cyber essentials certification and the procurement of specialist infrastructure skills.
The committee congratulated the team on attaining cyber essentials and asked how realistic the NICE board’s request was to achieve cyber essentials plus by the end of March.  Raghu advised that he would know more when he has met with the external partner in February who will be undertaking pre-assessment testing.
The issue of the legacy, de-commissioned laptop was raised and whilst it had not caused a cyber problem, Raghu was asked to confirm that the DIT asset register process was sufficiently rigorous and effective.
The committee asked if anything was being done to address the use of Artificial Intelligence (AI) by staff, particularly the emerging risk of business-critical information being put into external AI tools.  Raghu advised there is an AI session taking place next week with the executive team to look at a pilot, so the committee will be kept updated.
The committee discussed and reviewed NICE’s business continuity approach and planned next steps and discussed additional controls.
The committee thanked Raghu for his report and requested a further update in May on the use of AI by staff, the business impact assessments, cyber essentials plus and assurance of the digital asset register procedures, including the return of IT equipment from staff leaving the organisation.
Action: RV
ITEMS FOR DISCUSSION
Internal audit progress report (item 6.1) 
Niki Parker gave a progress update on the 2024/25 internal audit plan.  Of the six planned audits, three final audit reports have been published, one audit was nearing completion of the fieldwork, and the two remaining audits were being scoped to take place in Q4.
The performance on implementing audit actions had declined slightly with seven actions outstanding.  Niki reported that one had been closed since the papers were issued and she had a meeting planned with Adam Linney to discuss five actions relating to the freedom to speak up audit.  In summary, the committee was assured that teams were giving the actions due attention.
Niki also shared for the committee’s information a supplementary publication from GIAA which included insights from its cross-government work and other professional development updates.
The progress report and supplementary publication were noted.
 Enquiry handling internal audit report (item 6.2)
Niki Parker presented the final report of the enquiry handling internal audit which received a moderate assurance rating with seven recommendations – one high, five medium and one low.
The committee noted the positive findings that enquiry handling arrangements were effective and recognised the team members were highly experienced in their roles.  However, it asked management to re-visit the initial responses to the recommendations, particularly in relation to whether access permissions to the CRM system should be reviewed.  Helen Finn confirmed that she would work with the DIT and information governance teams to discuss access restrictions to MS Dynamics and consider the appropriate level of detail to which teams should have access.
Action: HF
The audit report was welcomed and noted.
Draft internal audit plan 2025/26 (item 6.3)
The committee was asked to consider the proposed topics for inclusion in the 2025/26 internal audit plan.  Niki Parker advised that the proposed six audits would give an adequate spread of governance, risk and financial coverage to enable her to provide an audit opinion.  However, in view of an expected increase in the GIAA fees next year, the committee might wish to consider whether to reduce the plan to five audits, which would be the minimum acceptable. 
The committee was of the view that the committee member reimbursement audit could be deferred, if need be, as there was another financial audit planned to review budgetary controls.
When confirmation of the fee is received from GIAA, Pete Thomas was asked to agree the size of the audit plan for 2025/26.  A final audit plan will be presented to committee in May.
Action: PT
Interim audit – indicative risks (item 6.4)
Katie Henry gave a brief overview of the external audit plan for the 2024/25 year-end, highlighting the areas that have been identified as key risks for the audit to focus on.  There were no changes planned to the approach taken last year.  Katie corrected an error in the paper, confirming the audit completion report would be presented to the committee in June, not July.
A full audit planning report, including the NAO’s fee, will follow at the May meeting. 
The update from the NAO was noted.
(Stephen Ferris and Katie Henry left the meeting at this point)
Review of the Standing Orders and Standing Financial Instructions (item 6.5)
David Coombs presented a review of the Standing Orders and the Standing Financial Instructions for approval by the committee, before submission to the March public Board meeting for adoption from 1 April 2025.
David confirmed that two minor updates had been made to the Standing Orders: one to clarify the mechanism for approving resolutions in writing, and one to update the reservation of powers to align them with the Standing Financial Instructions.
The Standing Financial Instructions had undergone a wider review, following an interim update in December to reflect updated financial delegations issued by the Department of Health and Social Care. 
The committee’s attention was drawn to the proposal to change the authority to approve contract waivers above the tender procurement limit from the audit and risk assurance committee (ARAC) to the chief executive.  This was in line with governance good practice that ARACs should not have any decision-making powers.  The ARAC would still receive a report of all the approved contract waivers. The other key changes relate to the internal approval process for expenditure, but did not change the level at which board approval is required.
The committee approved the amendments to the Standing Orders and Standing Financial Instructions for recommendation to the NICE board.
 Review of the counter fraud strategy, policy and response plan (item 6.6)
The committee was asked to approve a revised counter fraud strategy and policy and a newly developed counter fraud response plan.  The documents had been revised to ensure NICE’s compliance with the counter fraud functional standard and the supporting continuous improvement assessment framework.
It was queried whether the growth in AI use presented a greater risk of fraud and whether this should be more explicit in the policy.  It was agreed to cover the risk of AI fraud in the annual action plan for 2025/26 and ensure the fraud risk assessment is updated to provide more detail on the risks arising from AI.
Action: ER
Subject to the above, the committee approved the counter fraud strategy, policy and response plan.
ITEMS FOR INFORMATION
Financial accounting performance (item 7.1) 
The committee reviewed the financial accounting performance as at the end of December 2024.  Sham Ramzan highlighted performance against the key financial duties, the volume and value of payments made to suppliers and the table of write-offs, losses and special payments.
The budget underspend had been discussed at length earlier in the meeting, but Sham mentioned the transfer of the City Tower lease to the Government Property Agency had impacted NICE’s revenue position by £0.7M, but this funding was ring-fenced and could not be used for other purposes.  It was also noted that the new Manchester office lease for 3 Piccadilly Place could potentially remain unsigned at the year end, so will require discussions with the NAO about how this is accounted for.  A purchase order was awaited from NHSE to settle an outstanding invoice for NICE content.  This was being pursued with NHSE and expected to be resolved by the year end.    
The financial accounting performance report was noted.
Contract waivers report (item 7.2)
Barney Wilkinson presented the contract waivers report for November 2024 to January 2025, which related to three IT service suppliers.  The purpose and value of the contract waivers were noted.
Compliance dashboard Q3 (item 7.3)
The committee received the Q3 compliance dashboard which provided assurance across a range of business indicators.  There was a discussion of the salary overpayments which were reported for the first time as losses due to error in line with the counter fraud consolidated data returns to the DHSC, even though they were mostly expected to be recovered in full.  The committee accepted that salary overpayments do occur for various reasons but commented that they indicated a failure to adhere to internal processes and controls, as was the case with data breaches and the loss of assets.
It was requested that future compliance reports include further information on overpayments and the action taken to strengthen internal controls. 
Action: ER
The Q3 compliance report was noted.
Committee annual plan 2025 (item 7.4)
The committee noted the annual plan for the meetings in 2025.
Other business (item 7)
There were no further items of business.
Dates of future meetings (item 8)
The committee confirmed the future meetings dates as:
· 7 May 2025
· 18 June 2025
· 25 September 2025
· 27 November 2025


The meeting closed at 5:00pm.
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