Audit & Risk Committee

Meeting at 16:00 Thursday 3 December 2024

In the Boardroom

Actions
Item | Action Responsibility Action
and Date Status
36/24 | Revised committee review gquestions to Board Secretary | Ongoing
be emailed round. Will be
treated as a
Cross-
Committee
exercise.
71/24 | Ensure Board are kept up to date Principal Complete
regarding Job Evaluation developments.
72/24 | Final Annual Accounts —amend wording | VP F&CS Complete
to explain the adjusted operating position | Azets
and deficit and surplus figures.
Update page 72 to from ‘Audit VP F&CS Complete
Committee’ to ‘Audit and Risk Committee’
73/24 | Section 10.3 in Annual Report to Board — | VP F&CS Complete

remove reference to being scrutinised at
F&R and a final action plan having been
developed.
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Audit & Risk Committee
Meeting at 16:00 Thursday 3 December 2024

In the Boardroom

MINUTES

ITEM MINUTE

Present Carol Gillie (Chair)
Dave Roberts
Cherene Thomson
Lindsey Hastie
Phil Macdonald

In Kirsty Robb (Vice Principal, Finance & Corporate Services)
Attendance | Sara Wilson (Director for Finance & Procurement)

Ingrid Earp (Board Secretary)

Ray McCowan (Board Chair)

Graham Gillespie (Wylie Bisset Group [WBG] - Internal Auditors)
Pete Smith (Principal)

Chris Brown, Azets

Amy Hughes, Azets

Suzie Hartley (Minutes)

62/24 Chair’s Welcome

The Chair welcomed everyone to the meeting, including Phil
Macdonald, Ingrid Earp and new Member Cherene Thomson, who all
joined online.

63/24 Declaration of Conflict of Interest
No conflicts of interest were noted.

64/24 Register of Members’ Interest
No changes/additions to the Register of Interest were raised.

65/24 Apologies for Absence
Apologies were received from Gordon Donald and Jessica Elder.

66/24 Minutes of Previous Meeting held on 3 October 2024 (Paper A)
There were no comments on the minutes from the last meeting which
were duly approved.

67/24 Matters Arising
Updates to actions were provided as follows;

74/23
Add action deadlines to Strategic Risk Register (VP F&CS) - Complete

36/24

Revised committee review questions to be emailed round (Board
Secretary) - Ongoing —this will be synchronised over all
committees with an aim to send out before Christmas.




48/24

Consider what training and development areas are required for
Members and bring proposals back to the Committee meeting in
February (Board Secretary) — Complete - Board Chair and Principal
met and agreed that all Members undertake CDN training then re-group
to identify remaining gaps and take forward as a collective. All
Members confirmed they are clear on how to access training.

51/24

Further discussion to identify potential training topics to take forward
offered as part of WBG service (Committee Chair / Board Chair / VP
F&CS) — Complete - CDN training also has section on internal and
external audit, once complete, re-group as agreed in action 48/24,
above.

Dates for audit reports coming to Committee to be added to the plan
and update plan re-circulated (G Gillespie -WBG, Internal Auditors)
Complete —report and draft annual accounts updated to include,
through rigorous audit process.

Keep board informed of developments in relation to Job Evaluation
funding (VP F&CS) — Complete - update contained in papers and to
be discussed in meeting.

53/24

Draft Annual Accounts (Paper E) —

1.Reword Overview paragraph to give more of a general summary.
2.Principals Statement — comments suggesting amendment to be
passed to the Principal.

3.Verify credit payment improvements and add comment to report.
4 Verify Lindsey Hastie’s meeting attendance.

5.P30-re-word sentence regarding annual review of key areas by
officers to provide further explanation (VP F&CS) - Complete

54/24

Discussion around identifying more specific mitigations around financial
sustainability to take place (Board Chair) — Complete — Board Chair
has submitted comments and further discussion to take place at
this meeting.

57/24
Further clarity to be provided to Member J Elder around the Gift policy
and approval process (VP F&CS) - Complete

SECTION A

ITEMS FOR DECISION

68/24

Internal Audit Assignment - Credits (Paper B, K Robb, ToR 2.7)

VP Finance and Corporate Services highlighted the key areas from the

report;

- The College has complied with credit guidance and the report has
been submitted to SFC.

- Page 2 details how SFC guidance was followed.

- Page 3 notes that the audit received an overall clean opinion and
that final credit numbers are above the threshold, ensuring no
clawback.




- No recommendations were raised, with the sector average amount
of recommendations being two, placing the College ahead of the
benchmark.

- Section 3 details that all risk areas were covered, with no issues
raised.

Committee were content to note and approve the report.

69/24

Internal Audit Assignment — Student Support Fund (Paper C, K
Robb, ToR 2.7)

VP Finance and Corporate Services advised that the areas covered
within the report include the Bursary, Childcare and Hardship funds.
Two returns were submitted to SFC and SAAS, both receiving a clean
bill of health. The figures are summarised on page 3 of the report, show
a small underspend on Bursary funding while all other funds were fully
spent.

Questions:

The Board Chair inquired about the dynamics of hitting the credit target
level but underspending on Bursaries. Director of Finance &
Procurement explained that an additional mid-year request added
£300k to the Bursary fund, and that a subsequent higher-than-expected
withdrawal rate led to the underspend. She added that £200k of the
additional funds will be handed back. A further question highlighted that
withdrawals seemed slightly lower and it was explained that the two
areas don’t necessarily correlate, given that withdrawals can be either
funded or non-funded. The funding team works on different
assumptions, meaning they are effectively guessing the amount of
funding required and work on the basis that it is better to request more
funds than to not have enough.

The report was well-received and approved by the Committee.

70/24

Internal Audit Assignment — Educational Maintenance Allowance
(Paper D, K Robb, ToR 2.7)

The main areas from the report were noted,;

- the report was submitted to SFC on October 4th.

- there were no recommendations, and everything was in line with
expectations.

- an administrative issue was identified on page 10 regarding sample
testing, where the student household income could not be
determined, and the process could not be followed through - it was
confirmed however that the money awarded to the student was
sufficient.

The Chair inquired if any action was taken as a result of the identified
issue. Director for Finance & Procurement explained that the person
responsible for the calculations was on long-term sick leave, and that
moving forward information on how the calculations were made will be
recorded. G Gillespie (WBG - Internal Auditor) add that he had had a
robust conversation with the staff member about the issue.

The Committee were content to approve the report.

71/24

External Audit Report & Management Letter (Paper E, K Robb, ToR

2.3/2.7)




C Brown (Azets — External Auditors) gave an overview of the
background and purpose of the report, advising that it is still in draft
form, awaiting Board approval, after which the final version will be
published. He outlined the scope of the audit which covers the
College’s financial statements and the wider scope of public audit,
emphasising the need to go beyond usual governance areas, given the
use of public money. The high-level audit was reported to have gone
well and without issue, with job evaluation identified as a significant
challenge. The wider scope audit also went well, with no concerns.

It was recognised that the operating environment for the College is
becoming increasingly challenging year on year and is approaching the
point of unsustainability. A long-term plan is therefore required to
address significant, sector-wide issues.

A Hughes (Azets — External Auditors) summarised the key areas of

work undertaken and noted the main points;

- subject to completion of outstanding work and administrative
procedures, adequate evidence was obtained for all key risks.

- Job Evaluation was noted as the biggest challenge — in previous
years, funding was accounted for as a liability with no impact on
accounts. In 2023/24 a change in where funds are held (now with
Scottish Government) altered the treatment of this funding leading
to the reversal of accrued income and increasing the deficit for the
College by £1 million. This is a sector-wide issue which is
collectively being challenged due to a failure to align with
accounting standards.

- One isolated error was identified in skill seekers and reflected in the
final accounts.

- No recommendations were made.

- Allissues are closed, except one.

- In conclusion the auditors are satisfied with the arrangements in
place.

- The orange rating for financial sustainability was highlighted but is
recognised as a sector-wide issue and not a weakness in the
College's arrangements.

A Hughes thanked the College’s Finance team for a good quality set of
accounts.

Questions:

The Principal expressed disappointment with the amber rating for
financial sustainability but acknowledged it is more helpful to reflect the
true position of the College. He also asked about job evaluation,
acknowledging the challenges all colleges have faced in reaching an
understanding on the accounting position, and queried whether the
unqualified opinion Azets have issued is consistent with Audit Scotland
guidance. C Brown confirmed they are comfortable that they are
complying with the accounts direction and have explained their
interpretation in the report. It was explained that the initial accounts
direction masked the deficit and even the revised direction continued to
do so, which has been unhelpful.

The Chair asked if the deficit would be significantly bigger without
income to cover these expenses and whether financial plans require to
be changed to reflect this. It was noted that despite previous verbal




commitments from the Scottish Government and SFC around funding
Job Evaluation, clarity is still lacking around whether this will be fully or
partly funded and as such, it remains an unfunded liability. The Board
will be kept up to date on the issue by the Principal.

ACTION: Principal

The Chair compared the report with last year's, asking if there were any
changes in fraud and revenue recognition. A Hughes explained that
there were only changes in language, not in levels, and offered to revisit
and update the report, they also addressed an unidentified action,
explaining that the error was below materiality level and came from
sample testing, with the error extrapolated over a larger amount. VP
Finance & Corporate Services noted that the value of the error was
much less than the figure, and C Brown confirmed it was not a risk.

The Committee agreed to recommend the report to Board subject to
any amendments agreed at this meeting.

72/24

Final Annual Accounts (inc Corporate Governance Statement)
(Paper F, K Robb, ToR 2.1/2.2)

VP Finance & Corporate Services noted that the draft accounts were
prepared in September, with a few changes highlighted following the
last Audit and Risk Committee meeting. Further changes suggested by
the Committee Chair and Board Secretary will be sent to Azets
tomorrow morning. The process has gone well with a quick turnaround
and thanks were extended to the Finance team for their extensive work.
It is recommended that this Committee approves the accounts to be
sent to the Board and Members were asked for their
gquestions/comments.

Questions:
The Chair queried the meaning behind the deficit of £1.2m alongside a
reported surplus of £65k. VP Finance & Corporate Services explained
that these figures reflect the Adjusted Operating Position as prescribed
by SFC. C Brown advised that the wording had been tweaked to clarify
the position but acknowledged that it still appears contradictory. It was
agreed to amend the wording which the Chair felt would help to further
explain the £65k surplus.

ACTION: VP F&CS / Azets

The NUS Big Survey 113% response rate figure (page 13) was queried
and it was explained that this was due to exceeding the expected
response rate of 50.

On page 17, the Chair identified a significant change in relation to the
Creditor Payment Policy and queried the reason for this. The Director
of Finance and Procurement advised that they have moved to a weekly
payment run and a larger number of invoices were paid, however, did
not think further justification was needed in the report.

Page 23, in the Committee table, ‘Audit Committee’ to be updated to
read ‘Audit and Risk Committee’
ACTION: VP F&CS

Page 36 — a significant rise in the average salary was queried by the
Chair and explained that the increase was due to a backdated three-




year pay award. There will be another increase next year, but not at the
same 68%.

Comments from the Board Secretary were noted and the report will be
updated with these along with all other requested changes and sent to
Azets and the Board tomorrow morning. The Chair asked if the

Committee was happy to approve the updated accounts on this basis.

No significant disagreements regarding the technical aspects of the
report were noted but the Board Chair questioned whether adding
context to some points would make it clearer. VP Finance & Corporate
Services suggested keeping changes to a minimum, as they are not
required under FReM or the accounting direction. A Member thought
making changes would draw attention to the figures, which can be
explained if requested. The Principal did not advocate for further
changes at this stage to avoid inviting more changes and obscuring the
purpose of the Report. The Board Chair agreed with the "less is more"
approach, however the Committee Chair felt that as a public document,
it needs to be more accessible and understandable, and suggested
reviewing the process next year to avoid last minute changes. VP
Finance & Corporate Services agreed to consider this for the
September accounts. It was agreed that the October Committee
meeting would be the one where proof reading etc of the report (not the
financial statements) would be discussed and amendments noted.
Notwithstanding typos etc which, should they occur, will be amended
before submission and publication.

The Chair thanked the Finance team for their positive work with the
auditors.

73/24

Committee Annual Report to Regional Board (Paper G, K Robb,
ToR 2.15/2.14/2.11)

A draft of the report was reviewed at the last meeting and several
comments and updates are included. The report now incorporates the
option from the external auditors. The Committee's annual report to the
Board forms part of the submission to SFC.

Questions:
The Chair proposed that in section 10.3, the reference to being
scrutinised at F&R should be removed, as this did not take place.
Additionally, the final action plan was not developed and therefore
removing this reference was also suggested. VP Finance & Corporate
Services to remove the last sentence.

ACTION: VP F&CS

Members were content to approve the report.

SECTION B

ITEMS FOR DISCUSSION

74124

Strategic Risk Register (Paper H, K Robb, ToR 2.9)

VP Finance & Corporate Services reported that since the last meeting,
the risks have been reviewed by SLT and the Finance & Resources
Committee. There has been extensive discussion around risk 1.2,
financial sustainability, and two additional actions from the Board Chair
have been included. Work has been conducted through all committees
except CQSE and actions will be monitored and reported to the meeting
of the full Board on Thursday. Questions were invited from Members.




Questions:

A Member requested more detail around risk 1.2, to better understand
the many layers involved. The Chair agreed and Members were
informed that the Board Chair is preparing a detailed paper on
additional actions beyond those in the strategic plan, focusing on
financial savings and increasing income, in response to a previous
request from the Board for a 'what if' scenario — this will be discussed at
the upcoming Board meeting. Discussions are also ongoing with SFC,
with further talks required before plans can be finalised. The Board
Chair recognised that whilst he could not provide further details at this
time, he hoped that this provided enough assurance that the College
will continue to focus on plans within its control. The outcomes of these
actions will be reviewed at the next Audit & Risk Committee in the new
year, with the Chair taking a more detailed look.

The update on the register was noted.

75/24

Audit Recommendations Monitoring (Paper |, K Robb, ToR 2.8)
VP Finance & Corporate Services updated on the progress to date of
recommendations made by internal and external auditors and the Data
Protection Officer:

- Internal Audit — there are four outstanding recommendations which
will be closed at the next meeting once the follow-up audit is
completed.

- External Audit - three recommendations have been completed, with
one IT-related recommendation outstanding and two on track to be
completed by the end of December 2024.

- Data Breaches — two breaches were reported which have been fully
reviewed and investigated, with no incidents requiring escalation
beyond the DPO. The recommendations from these breaches were
fully implemented by 1st December 2024.

Questions:

The Chair expressed concern about email etiquette, questioning
whether the actions in place are sufficient. VP Finance & Corporate
Services acknowledged that human error is the easiest to make and
emphasised the need for continuous reinforcement. Advice has been
sent to all staff to clear email history and to avoid emailing sensitive
information back and forth. While it is impossible to eliminate human
error entirely, mitigation strategies are in place. A Member asked if
there is follow-up with individuals and it was confirmed yes that
individuals fill out a form and have a discussion with the Data Protection
Officer (DPO).

The Chair commented that this was a good report and Committee were
happy to note.

SECTION C

ITEMS FOR INFORMATION

76/24

Regqister of Corporate Gifts (Paper J, K Robb, ToR 2.13)
Committee were informed that two offers of hospitality had been
received in the last reporting period, including one for a rugby event,
which was offered to staff involved in the work, however no one took it
up in the end. The other was received from Baxter Storey for a Rugby
event but was declined as it was only offered to one person, who was
unable to attend.




The Committee was happy to note the updates to the Register of Gifts.

77124 Information Update (Paper K, K Robb)
VP Finance & Corporate Services confirmed that the latest technical
bulletin from Audit Scotland has been circulated and encouraged
Members to refer to the paper for the key points.
Regarding the National Fraud Initiative, it was noted that all data was
submitted on time, and the next part of the process is awaited which
involves checking data matches.
The Committee was happy to note this update.
78/24 Papers for Publication
The Board Secretary will identify papers for publication.
79/24 Any Other Business
Nothing further was raised for discussion.
80/24 Date of Next Meeting
Thursday 13 February 2025 on Teams — chaired by Dave Roberts who
will take over from Carol Gillie, this being Carol’s last Committee
meeting before her term of office ends in January 2025.
Signed.......cooiiiiiiiii e Signed.......cooiiiiiiii e,
Chair Board Secretary




