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Iltems 5 and 6 are joint items with the Finance Committee and will be considered first at the meeting.

AGENDA
1. Declarations of interest
2. Apologies O

FOR APPROVAL
3. Minutes of meeting of 6 September 2018
4. Matters Arising

a) A/18/005 Annual Internal Audit Plan 2018-19

5. Annual Report and Financial Statements 2017/ Senga McKerr
(Joint item with Finance Committee)

6. Draft External Audit Annual Report to the r anagement Ernst and Young
(Joint item with Finance Committ

(Paper 6 is withheld from publication h lley College website under Section 27 Information
Intended for Future Publicati eedo Information (Scotland) Act 2002.)

FOR DISCUSSION

7. Chairs Report to B o nagement Lorna Dougall

8. Presentati | Audit Reports Scott Moncrieff

port on Audit Recommendations Stephen Jarvie
Alison Stewart
Private Discussion between Committee and Auditors (Verbal) Lorna Dougall
Review of Risk

13. Any other competent business
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Boardroom, Falkirk Campus (commencing at 5.00pm)

Present: Mrs Lorna Dougall (Chair)
Mr Colin Alexander
Mrs Trudi Craggs
Mrs Beth Hamilton Q

In Attendance: Mr Ross Martin, Chair Board of Management
Mrs Alison Stewart, Vice Principal Finance and Corporate Affairs (VPFA
Mr David Allison, Vice Principal Information Systems and Co cation )
Mr Stephen Jarvie, Corporate Governance and Planning Officer (CGPO
Ms Elizabeth Young, Scott Moncrieff
Ms Claire Stevenson, Scott Moncrieff

A/18/001 Declarations of Interest
None

A/18/002 Apologies for Absence
None

A/18/003 Minute of Meeting of 27 8
Approved

A/18/004 Matters Arisin

A - it Member training

Gary Devlin, Scott Moncrieff, presented members with the proposed audit plan
for 2018-19.

He noted that the plan had been developed to reflect the College risk register and
that it had also been considered by the College Senior Management Team who had
requested the inclusion of an audit looking at Mental Health services in the College.

Members noted that the appendix which showed the cyclical review would seem to
indicate areas rated as high and due for audit every 3-5 years had not been reviewed.

It was noted that the appendix showing this information should be reviewed to show
the full 5 year period to see whether these areas had been reviewed.
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Mr Devlin also noted that, for some of these areas, the College may rely on other

assurance beyond internal audit.

It was agreed that the College assurance map which had previously been provided t
Audit Committee should be updated and brought to the next meeting of
Committee.

Members queried the timing for the C2 Project Management (new ca
they felt the current timing would not allow enough time for lessons
implemented prior to the project completion date. It was tha
should liaise with Scott Moncrieff in bringing the date forward.

)

earneo
he VF

(o}
ACA

a) Members approved the plan subject to the changes out abov

A/18/006 Presentation of Internal Audit Reports
Mr Devlin presented members with three int @ reports which had been
completed since the last meeting of the €

Student Experience

He noted that this was a good rt rall with good arrangements in place for
gathering student feedba to hate crime reporting he noted that a few
areas for further improve been identified as outlined in the report.

a) Members note ontent'ef the report

Follow Up

d that the College was seeking to remove a recommendation relating to

international activity as this area was undergoing review at this time. Members
ed to the removal of this recommendation.

ber of recommendations over the previous year.

a) Members noted the content of the report
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GDPR

Mr Devlin informed members that this report was designed to look at arrangements
post implementation of GDPR and was an overall positive report with only 2 min
areas for improvement identified.
Members noted that it would be useful to revise this area in a couple of yea @
to see how the arrangements are working.

a) Members noted the content of the report

A/18/007 Internal Audit Annual Report 2017/18

Mr Devlin presented the annual report and over:
was that they had reasonable assurance that arra
He informed members that this opinion would

opinion o oncrieff, which
ents in place were adequate.
o inform the College annual

accounts.

He highlighted to members thatyin or ply with internal audit standards,
Scott Moncrieff themselves awe ub to iew. He noted that the review
provided a strong assessment co (o) and that detail on this was included

in the report.

a) Members noted the co e report

A/18/008 Progress Rep ﬁe ommendations
The CGPO ent ers with the progress report on audit recommendations
in the Committee.

He also noted that there were some recommendations where slight extensions to the
pletion dates were being requested and outlined the reasons for this.

a) Members noted the content of the report and approved both the removals and
extensions

8/009 Risk Management

The Chair informed members that there would be discussion on risk with the full
Board of Management at the upcoming Board strategic session in late September.

She noted that the risk register, while good, would benefit from further engagement
from the Board as well as including opportunities as well as risks going forward.
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She asked members for input on further improvements which could be made.

Members noted that the risks were very detailed and that it may be beneficial to focus
on the major concerns associated with each risk.

Members also discussed and recommended that ‘deep dives’ on a single ris
form part of each Committee meeting.

gement on the risk area
esentations as the intention of the
al*discussion between the Committee and
t of the risk

of the most recent repo
e That there would not

deep dive was to facili

the staff involved in the

e That the Commit make recommendations of an operational
nature
a) Members t ntent of the report

A/18/010 Review of

Member ted that, while no additional risks were identified, the opportunity to
dive to increase the Committee’s knowledge of risk areas should be

A/18/01 er Competent Business

Devlin noted that Scott Moncrieff were running a training programme for non-
executive Board members. It was agreed that the VPFACA would circulate the invite
to members.
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1. Purpose

To present to members the draft Annual Report and Financial Statements for the year to 31 July
2018.

2. Recommendation

Members discuss the financial position of the College for the year ended 31 July 201 p
the Annual Report and Financial Statements for the year ended 31 July 2018.

3. Background

from 1 April
cation not least
n due to government resource

2014. There are a number of significant implications resulti
the inability to retain surplus cash without this in effect being
budgeting restrictions.

The Annual Report and Financial Statements have be cordance with the Accounts
Direction issued by the Scottish Funding Council i 15 which requires the College to
comply with the Statement of Recommen P counting for Further and Higher
Education issued in July 2015 (2015 SOR e tti lic Finance Manual (SPFM) and the
Scottish governments Financial Reporting Ma ( ).

The SPFM and FReM both require adc losures
The financial statements t s draft'as we are waiting for final partner comments from the
auditors, Ernst & Young.
4. Key Considerations
The adoption ial Reporting standard (FRS) 102 and the 2015 SORP, combined with

ting restrictions on the ability to retain cash surpluses due to resource
means it is difficult to present the College’s financial position in a way

the govern
budgeti

ration for members is the long term financial sustainability of the College. This is
to within the Annual Report and Financial Statements as the College continuing to
erate’on a “going concern” basis. Under the current reporting regime previous indicators such
orting an operating surplus and having a strong Balance Sheet with net assets are no longer
achievable. This does not however mean that the College is financially unsustainable.

The key measures going forward is the College’s ability to generate cash from its day to day
operational activities, and evidence that it can meet its liabilities as they fall due. The impact of
non-cash technical accounting adjustments, while they are relevant to some extent, should be
excluded when assessing the College’s financial strength.
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The Financial Performance section of the Performance Report provides a detailed review of the
College’s financial performance for the year ended 31 July 2018 and its financial position at 31 July
2018. The key points to note are:

e The College generated an underlying operational surplus of £652k excluding non-cash
adjustments, funding from the Forth Valley College Foundation, the estates develepment
costs and the loan repayments. This surplus demonstrates that the College is operating
sustainably within its funding allocation.

e The net liability position in the Balance Sheet is distorted due to the technical accounting
adjustments in relation to the treatment of government capital grantstand pension
liabilities. Also, the impact of reclassification where surplus cash has been@onated to an
arm’s length foundation or spent to support the estates development programme impacts
on the net liabilities.

e The sale of land at Middlefield generated cash of £2im and an accounting surplus of
£700k. This cash was used towards the New Falkirk main‘eontract build costs.

e £146k is receivable within 2017/18 from the Forth Malley College Foundation in relation
to capital IT spend for the new Falkirk Campus.

o The external auditors are content there arefno going concern issues as the underlying
financial position has been clearly demonstrated:

5. Financial Implications

SFC guidance states that for the finapcial period ‘enhded 31 July 2018 Colleges are permitted to
report deficits equivalent to the spendon cash budget for priorities, FRS 17 pension charges and
FRS 102 adjustments. The, reported finaneialgosition falls within the guidelines.

Reporting a deficit does haveiimplications however, and to counter any queries or concerns by
the users of the Finangial'Statements, SFC have issued a statement of assurance for Colleges to
incorporate into their Financial Statements for the financial period ended 31 July 2018. This
statement stated_theldeficit should be viewed as a “technical” deficit and should not be
interpreted, oft'its own, asya challenge to the College’s ongoing financial sustainability. The full
Statement islon page 12 of the Accounts.

6. Banking Covenants

A covenantiis'in place with Barclays, which is linked to the resource outturn. The College has met
this covepant for 2017/18. SFC have removed the requirement for resource returns for fiscal year
2018/19. Discussions are ongoing with Barclays as how to satisfy the covenant using the Cash
flow’information now provided to SFC and Alison Stewart will provide a further update at the
meeting.
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7. Equalities

8. Risk

Please indicate on the matrix below the risk score. Risk is scored against Impact an
Very Low through to Very High.

Assessment in Place? — N/A A
O 2

Likelihood Impact
Very High
High
Medium X
Low X
Very Low

Due to the adoption of FRS 102 in terms of the ac
associated presentational changes, the Col
There is a risk that those not familiar
misinterpret the state of the College’s finan
that both the Board of Management, SFC and ex

t nt of certain items and the
ying\financial health is being masked.
pects of Financial Statements will
igation of this, it needs to be stressed
al auditors are in agreement that there is

no going concern issue.

Risk Owner — Alison Stew Action Owner — Senga McKerr

Paper Author - Se cK SMT Owner — Alison Stewart
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1. Purpose

To present to members the annual report from the Chair of the Audit Committee to the Board
of Management for approval.

2. Recommendation
That members approve the attached report.
3. Background

The Chair of the Audit Committee presents a report of the Committee’s activities on an annual
basis.

information within this paper

As this report is linked directly to the associated financial year
’ od.

covers the 12 month period from 1 August 2017 to 31 July
4. Financial Implications

Please detail the financial implications of this e. All audit activity is fully budgeted and
progress against agreed activity is monitor

5. Equalities

Assessment in Place? — Yes [ N
If No, please explain why ap ble

Please summarise any pos /negative impacts (noting mitigating actions) — Not Applicable

O
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6. Risk
Please indicate on the matrix below the risk score. Risk is scored against Impact and Likelihood as
Very Low through to Very High.
Likelihood | Impact

Very High

High

Medium

Low X X

Very Low
Please describe any risks associated with this paper and associated m tin ions — Failure
to adequately check internal systems via the internal audit ice could systemic errors
or inefficiencies. The Internal Audit function, overseen by dit Committee, ensures that

adequate assurances are received.

Risk Owner — Ken Thomson Action ewart
7. Other Implications —

Please indicate whether there are implication the areas below.

Communications — Yes [1 No Ith and Safety — Yes [] No X

Please provide a summar implications — Not Applicable
Paper Author - Steph ie SMT Owner — Alison Stewart
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ANNUAL REPORT OF THE AUDIT COMMITTEE TO THE BOARD OF MANAGEMENT

1. Introduction

This report covers the 12 month period from 1 August 2017 to 31 July 2018. Membership of the
Committee during that period was as follows:

Name Attendance Record
Colin Alexander 1 of 3 meetings
Lorna Dougall (Chair) 3 of 3 meetings
Beth Hamilton 2 of 3 meetings
Trudi Craggs 3 of 3 meegtings

The Committee met on the following dates:
14 September 2017

23 November 2017

31 May 2018

2. Internal Audit

Internal Audit is governed by the Code of Audit Practice, as published by the Scottish Funding
Council (SFC). The Code requires the Interhal Auditorsite adopt a risk-based approach to the
programme, and to undertake follow-up workto ensure that all recommendations accepted by
College management have been implementéd.

Audit Provider: Scott Moncrieff. Theireharge/for the period was £19,978. (Fees are based upon
the degree of responsibilitysand skill of staff,'and the time involved in the work. Fees for additional
services or assignments are’agreed'separately in advance).

Annual Report on Audit Activities: The Internal Auditor’s report on audit activities carried out
during the year 2017-2018 was considered by the Audit Committee at its 6 September 2018
meeting. InterpalfAudit @ssignments for this period were carried out broadly in accordance with
the Audit Plan agreed by the Audit Committee in November 2017.

Achieyements: Thefaudit assignments were identified based upon a review of the College risk
register, the identification of new systems being implemented within the College and those audits
(i"encredits) required on a rolling basis.

The specific audit reports produced for each assignment made recommendations for the
improvement of internal procedures and controls, and each recommendation was given an agreed
target date for implementation. The monitoring of internal audit recommendations is a standing
agenda item on Audit Committee agendas.

Effectiveness: On the basis of the work undertaken during the year the auditors have expressed
an opinion that the College has —

“a framework of controls in place that provides reasonable assurance regarding the organisation’s
governance framework, internal controls, effective and efficient achievement of objectives and
the management of key risks.”
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3. External Audit

Audit Provider: Ernst & Young LLP.
Auditors Report: The External Auditor’s report on the Financial Statements for the year -
2018 is included in the papers. The audit was carried out during October/November 2018

Management Letter: During the course of the audit the Auditors performed overvie
financial systems of the College to assess their adequacy for the purposes o th
accurate, timely and complete accounting records were being maintain recom dations

resulting from this exercise are set out in the report of the External Auditor.
4. Other Matters

During the past 12 month period, in addition to receiving rep from the Internal and External
Auditors, the Committee also considered the Risk Register a ent of significant risks.

The Audit Committee will also meet with the Interna ditors without College staff
in attendance at their meeting of 4 December, 2018

5. Adequacy and Effectiveness
The Committee accepts the views of t

internal financial and management s
responsibilities have been satisf ri

external auditors that Forth Valley College’s
adequate and that the Board of Management's

Lorna Dougall

Chair
4 December 2018 Q
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Executive Summary

During September 2018 we audited the funding statistics for Forth Valley College (the College). The audit
examined the procedures and controls over the preparation of the 2017/18 credits return, together with audit
testing to ensure the accurate calculation of the return.

Conclusion

In our opinion, controls over the collection of data and the preparation of the Credits returns are adequate an
effective. Assurance can be gained from the audit testing carried out and the internal checking pe
College management that the Credits count for the College has not been materially misstated. A
audit certificate is included in Annex A of this report.

Under the conditions of grant, the SFC may claw-back an element of the gra actual C vided are
below target. Actual Credits claimed for 2017/18 were 86,976 against a target of 86,877¢\ The difference is
0.11% above target Credits.

The credits claimed includes ‘one plus’ activity amounting to 2,060.35 its, or 2.37% of the total volume of
credits allocated to the College. This is within the 2.5% threshold set e plus’ activity by the SFC for the
period of 2017/18.

Scope

We performed our audit in accordance with the guid is e Scottish Funding Council (SFC),
including the ‘Data return for funding purposes (F t and’audit guidance for colleges 2017/18’.

Approach

The audit comprised of five days o wo our audit team. Quality assurance was provided by detailed
review of work by the Audit Man an erall review by the Audit Partner.

Our audit approach involved

eview utilising current year and prior year Credits data;
r detailed testing where necessary, including checking of the Credits return; and
ollow up of prior year recommendations.

! Data return for funding purposes (FES return) and audit guidance for colleges 2017-18

e Forth Valley College — Review of Credits Return 2017/18 scott-moncrieff.com
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Sample

Our initial sample was derived by:

e applying Scott-Moncrieff's approved sampling methodology;
e considering the materiality of the area under review; and
e applying professional judgement.

Where necessary, samples were extended to ensure that we gained sufficient coverage of all progfe @
student variables as specified within the audit guidance.

Our sample testing has provided 0.18% coverage of total students and 2% cove
the College has claimed Credits, based on our assessment of the risk of mat
return. During the audit, we did not identify any errors that impacted on the Cr
was no requirement for testing to be extended.

its calculation; therefore there

Acknowledgements

We would like to thank all staff consulted during this review for thei and co-operation.

scott-moncrieff.com Forth Valley College — Review of Credits Return 2017/18 e
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Detailed Findings

Our review centred on testing College data on a sample basis and, where appropriate, consulting with staff and
senior management. This was performed to provide assurance that all of the risks set out in Annex D of the
audit guidance note referred to above had been satisfactorily addressed and that the fundamentals of compiling
Credits data were subject to appropriate controls.

General Systems Review

The accuracy of the data on which the Credits return is calculated depends on appropriate controls “and
systems over enrolment and attendance and the timely clearing of errors on the FES report.

We have gained assurance from the audit work performed that the College has robust and effective ¢ontrolsiin
place to ensure the accuracy and completeness of the FES return data provided o'the SFC. This includes a
comprehensive curriculum planning process and the use of the Unit-E system for recording student and
programme data. We have provided details of the specific controls in place and'the testing performed over the
controls in the ‘key risk areas’ section below.

Follow up

We reviewed the prior year audit report and discussed the progfess of implementing the agreed actions with
management. The outcome of this analysis was useddo, inform our audit strategy.

The prior year audit findings appeared to have been addressed by management during 2017/18, and no
significant associated issues were identified duringthe course offour audit work.

2016/17 Audit Finding 2017/18 Follow up

Superclass Classification

We tested a Sample of 20 courges to confirm whether Secondary checks of assigned Superc]ass to courses,
the course had been allocated e a supefelass and involving staff from MIS and Curriculum & Quality

price code that appearediféasonable and in line with | have been established prior to completion of the FES
SFC guidance. We noted one'course that appeared return.

to be incorrectly classified based on the content of the
relevant modules, whichywas confirmed with the SFC
and agreed by the College. This would have resulted | had been allocated the correct superclass and

in an over-claim of funding as the original superclass dominant price group. No issues were identified.
selectedwas linked to price group 2; the new
superclass.is price group 1. We confirmed that the
Collegehas made this adjustment within the FES
returny

We tested a sample of 20 courses to confirm that they

There is a risk that courses are allocated to the
incorrect superclass due to the lack of secondary
checks, resulting in incorrect allocations that to
inappropriate price groups that results in over-claiming
of funding.

o Forth Valley College — Review of Credits Return 2017/18 scott-moncrieff.com
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We recommend that as part of the checks the Student
Records team performs over courses during the
curriculum planning process, staff complete
reasonableness checks over the superclass and price
group allocated to ensure courses have been
classified appropriately.

Calculation of required dates

The Unit-E system automatically calculates the
required date for students by identifying the date on
which 25% of working days from the date the course
started to the end date. However, per SFC guidance,
the required date should be calculated as 25% of the
number of calendar days between the start and end
dates of the course.

Despite the incorrect required date on the system and
within the FES, we performed checks over withdrawn
students to confirm there were no instances in which
credits had been incorrectly claimed as a result of the
incorrect required date.

There is a risk that credits are claimed incorrectly i
future due to incorrect calculation of the required dat
resulting in over-claiming of credits and potential
funding clawbacks.

We recommend that the programming wi Uni
updated to calculate the required date usin endar
days, rather than working days.

Required dates for non-full time courses were
previously calculated using working days.

calculation of required dates has now been s%

confirm that the require

calculated.

O

scott-moncrieff.com

Forth Valley College — Review of Credits Return 2017/18 o
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Key risk areas

The results of our audit work are summarised below against each of the 12 key risk areas highlighted by SFC in
Annex D of the 2017-18 data return for funding purposes (FES return) and audit guidance for colleges’
document.

Risk Area 1 — Non-fundable activity is included in the Credit count

The FES return is generated by the Unit-E software used by the College, which is configured to exclude
courses not identified as fundable. The source of funding for courses is entered into the system when
are created by Curriculum Managers This information is subject to review and approval by Heads o
Department prior to its upload into Unit-E, and is sense checked by the student records team at the p
generation of the FES return.

We selected a sample of 20 courses included in the return, and checked these a st SFC o]
confirm that the claimed activity was fundable. No issues were identified.

Risk Area 2 — Non-fundable students are included in the Credit count

Student eligibility is assessed as part of the application and enrolment pro
which are designed to capture relevant information and record this in
validation to ensure that only fundable students are included in the rett

ses operated by the College,
it-E performs automated

We selected a sample of 20 students and assessed t elig receive funding against guidance issued
by the SFC. No issues were identified.

Risk Area 3 — Programme is not classified corre

Classification of programmes in terms of mode , or as further or higher education, is performed at the
point of course creation during the curric pla rocess and is subject to review and approval by Heads
of Department. This information is se checked at the point of generation of the FES through the use of
exception reporting produced by

9

We selected a sample of 20
and that they had been ¢ ed as FE or HE based on SFC guidance. No issues were identified.

Risk Area 4 - Infill S
their individu

ake counted as part of the programme which is being in-filled, rather than
se or is included as part of both courses

I es distinct programme codes to infill courses during enrolment, as opposed to enrolling
ourses making up the infill programme.

on a specific infill programme, that the credits claimed were consistent with their course of study, and
ny given course they appeared only once in the FES return. No issues were identified.

Risk Area 5 — Incorrect allocation of Credits for students registered on ECDL courses

ECDL courses are allocated specific course codes allowing ECDL students to be separately identified. Within
Unit-E, the credit values for ECDL modules are allocated such that the correct number of credits will be claimed
for completion of individual modules making up a proportion of the complete course.

o Forth Valley College — Review of Credits Return 2017/18 scott-moncrieff.com
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The student records team run a report of credits claimed for ECDL students, which is used to verify that credits
are not claimed for ECDL students in excess of the maximum of four credits.

For our sample of 20 students selected, we identified those students enrolled on ECDL courses and confirmed
that the credits claimed were consistent with their completion of ECDL modules, and that no more than four
credits were claimed. No issues were identified.

Risk Area 6 — Incorrect Dominant Price Group Code is allocated to programme

Course Superclass and Dominant Price Group for courses are determined when the course is created during
curriculum planning, and subject to review and approval prior to upload into Unit-E.

As Dominant Price Groups are mapped against Superclass in recent FES guidance, Unit-E performs
automated validation to ensure that the information entered is consistent.

We selected a sample of 20 courses and confirmed that the Superclass and Dominant Price Groupfassigned
were consistent with SFC guidance. No issues were identified.

Risk Area 7 — Students included in the return do not meet attendamnce criteria

Start and End dates for courses are entered into Unit-E during the currieultm,planning process, with the
“required date” for attendance automatically calculated. Where students have\been withdrawn, the student
records team use the date of last attendance recorded through theéi€ollege’sEnquirer system as the date of
withdrawal, regardless of when the withdrawal notification itself is processed. Unit-E uses this date in the
generation of the FES to exclude students who have,not'met the required date from the claim.

The student records team regularly run attendance _reports,to identify potential attendance issues, and liaise
with teaching areas to ensure that withdrawals are processedwhere students are not meeting attendance
requirements.

Where students are not subject to direct attendance monitoring, particularly in the case of flexible and distance
learning students, the student records team are peliant on teaching areas monitoring engagement. We noted
that no consistent approach was'in"place forfmonitoring these students, and that during testing it was
necessary to rely on academic evidence'such as recorded results or completion of coursework to evidence
engagement after the regtifed date.

Recommendation 1

We selected alsample 6f 20 students and confirmed that the required date recorded in Unit-E was correctly
calculatediimline'with SFC guidance, and that evidence was available of attendance after the required date.
No issues werelidentified.

RiSKArea® - Incorrect Credit value is claimed for the programme of study

Credit palues for individual courses and modules of study are determined during the curriculum planning
process, and as noted previously these are subject to review and approval prior to their upload into Unit-E. The
credit values entered are used in the generation of the FES returns.

We selected a sample of 20 courses and confirmed that the credit value recorded in the Unit-E software was in
line with SFC guidance. The sample included a proportion of courses with flexible durations, for which we
confirmed that the calculation of credits was correct. No issues were identified.

scott-moncrieff.com Forth Valley College — Review of Credits Return 2017/18 o
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Risk Area 9 — The college Credits claim for an individual student exceeds the maximum claim allowed
for a student per year

SFC guidance places a limit on the number of credits that can be claimed for an individual student in any
academic year. Activity in excess of these thresholds is termed “one plus” activity which, for 2017/18 cannot
exceed 2.5% of the College’s credits target, and must be supported by evidence of demonstrable need.

The student records team regularly produces a monitoring report of individual students whose claims exceed
the thresholds in the SFC guidance, allowing the College to determine the number of one plus credits claimed.
Certain classes of course are excluded from the determination of one plus credits. These are identified wit
Unit-E and thus excluded from the monitoring report.

employability of the students. No issues were identified.

Risk Area 10 — College records fee waivers which are not covered by the

Eligibility for fee waivers is assessed at enrolment in line with a docu
Guidance.

We selected a sample of 10 students in receipt of a fee waiver, and ¢
assessed the student as eligible and obtained evidence in sup
identified.

Risk Area 11 — Students who enrol on an open/ anc@le rogramme do not continue with the
programme

Students enrolled on open or distance learning @ nes ‘are supported by a dedicated team within the

College, who monitor student progression.

For our sample of 20 students sele we tified those students on open/distance learning programmes

and confirmed that evidence wa ila f,reasonable duration being set, milestones agreed, and ongoing
ide

monitoring of progress. No i ified.

Risk Area 12 — Incorre 3 lue is claimed for collaborative provision

No programmes @ by the College in collaboration with another institution in 2017/18.

e Forth Valley College — Review of Credits Return 2017/18 scott-moncrieff.com
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Recommendations

All actions have been given a risk rating as follows:

*Very high risk exposure - major concerns requiring immediate senior
attention that create fundamental risks within the organisation.

«High risk exposure - absence / failure of key controls that create
significant risks within the organisation.

The College does not have a policy setting out its appr e monitoring of learners on flexible or distance
learning programmes. While learners on such . 3 e proactively monitored by dedicated staff, the

aI attendance monitoring is inappropriate, the student
from teaching and learning support staff to identify students

For students on these programme
records team is reliant on withdraw
that should be excluded from t its

Risk

There is a risk that the
the required dat

Recommendatien

ed of progress, we agree that this is an area where guidance could be enhanced to ensure that Credits
are only claimed for progressing distance and flexible students, and will look to implement during this academic
session.

To be actioned by: Learning Services Co-ordinator/Student Records Manager

No later than: February 2019

scott-moncrieff.com Forth Valley College — Review of Credits Return 2017/18 o
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Adjustments

No issues impacting the accuracy of the return were noted through testing. We have therefore not raised any
adjustments for the year to 31 July 2018.

@ Forth Valley College — Review of Credits Return 2017/18 scott-moncrieff.com
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Annex A
Audit Report

Auditor’s report to the members of the Board of Management of Forth Valley College

We have audited the FES return which has been prepared by Forth Valley College under the ‘Credits
Guidance issued 10 May 2017 and which has been confirmed as being free from material misstatement
college’s Principal in his Certificate dated . We conducted our audit in accordance with gui

figures recorded in the student data returns. We obtained sufficient evidence to giv
that the returns are free from material misstatement.

In our opinion:
The student data returns have been compiled in accordance with all relevant guid

Adequate procedures are in place to ensure the accurate collection an ording of the data.

On the basis of our testing [subject to the exceptions given below] ovide reasonable assurance that
the FES return contains no material misstatement.

Signature
Date

Name of audit firm

Contact name &
Contact telephone number \
Date FES returned Q

scott-moncrieff.com Forth Valley College — Review of Credits Return 2017/18 0
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© Scott-Moncrieff Chartered Accountants 2018. All rights reserved. “Scott-Moncrieff” refers to Scott-Moncrieff
Chartered Accountants, a member of Moore Stephens International Limited, a worldwide network of
independent firms.

Scott-Moncrieff Chartered Accountants is registered to carry on audit work and regulated for a range of
investment business activities by the Institute of Chartered Accountants of Scotland.
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Scott-Moncrieff

business advisers and accountants

Mr Kenny Wilson 05 October 2018
Senior Policy / Analysis Office

Funding Policy

Scottish Funding Council Our Ref: GJD/SXD
Apex 2

97 Haymarket Terrace

Edinburgh

EH12 5HD

Dear Mr Wilson

Forth Valley College — Credits Audit Certificate for AY 2017/18
Please find enclosed our Auditor's Report in rgspectief the above college’s Credits submission
for the 2017/18 academic year.

We also enclose a copy of Annex A: CollegefCertificate as signed by the College Principal and
a copy of our report on the ‘Review of the'2017/18 Credits data return’.

Please contact me should you wishgo discuss,any aspect of the audit or our report.

Yours faithfully

Gary Deylin
Partner
Gary.devlin@scott=moncrieff.com

Ene.

Exchange Place 3 25 Bothwell Street 10 Ardross Street Managing Partner: Stewart MacDonald

Semple Street Glasgow Inverness Partners: Nick Bennett, David Boyd,

Edinburgh EH3 8BL : G2 6NL V3 5NS Chris Brown, Mhairi Callander, Scott Craig,

Gary Devlin, Gillian Donald, Allison Gibson,

T +44 (0)131 473 3500 T +44 (0)141 567 4500 T +44 (0)1463 701940 Mike Harkness, Bernadette Higgins, N

F +44 (0)131 473 3535 F +44 (0) 141 567 4535 F +44 (0)1463 232205 Gareth Magee, Fraser Nicol, Paul Renz,

px ED 217 px GW 209 Marc Shenken, Morag Watson.
FSC
www.fsc.org

RECYCLED

www.scott-moncrieff.com

A member of Moore Stephens International Limited — members in principal cities throughout the UK and overseas. Registered to carry on audit work in the UK and Ireland f:cl;"cm‘g:‘gﬁ:}
and regulated for a range of investment business activities by the Institute of Chartered Accountants of Scotland. FSC® C107726
VAT Registration No. 269 1108 57.
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Credits audit certificate for AY 2017/18

Auditor’s report to the members of the Board of Management of Forth Valley College

We have audited the FES return which has been prepared by Forth Valley College under the ‘Credits’
Guidance issued 10 May 2017 and which has been confirmed as being free from material
misstatement by the college’s Principal in their Certificate dated 01 October 2018. We conducted our
audit in accordance with guidance contained in the 2017/18 audit guidance for colleges. The audit
included an examination of the procedures and controls relevant to the collection and recording”of
student data. We evaluated the adequacy of these controls in ensuring the accuracy of the data. It
also included examination, on a test basis, of evidence relevant to the figures recorded in the student
data returns. We obtained sufficient evidence to give us reasonable assurance that thegrétusns “are
free from material misstatement.

In our opinion:
e The student data returns have been compiled in accordance with allrelevant guidance.
e ' Adequate procedures are in place to ensure the accurate €ollection andrecérding of the data.

e On the basis of our testing we can provide reasonable asgliraneg,that the FES return contains
no material misstatement.

05 October 2018

Scott-Moncrieff
Gary Devlin, Partner

0131 473 3500

Date FES feturned: 04 October 2018
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Annex A

College certificate

Scottish Funding Council
Apex 2

97 Haymarket Terrace
EDINBURGH

EH12 5HD

programmes relating to college activity in AY 2017-18. | also confirm that | am
the information supplied in the FES return is free from material misst t. |
the figures include, where appropriate, any adjustments identified from
review. The total number of Credits claimed is as follows:

Baseline Credits target ESF Credits Target

| 84,647 | 2,230 | 86,976

College Name Forth Valley Co

College Principal’s signature

Date: '/”’/ § A .
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0 Scott-Moncrieff

business advisers and accountants

Jane Scott 05 October 2018
Scottish Funding Council

Donaldson House

97 Haymarket Terrace Our Ref:  GJD/SXD
Edinburgh

EH12 5HD :

Dear Sirs
Forth Valley College — Aggregated Student Support Return

Please find enclosed a signed copy of the audited Scottish Fun Aggregated
Student Support Return for the 2017/18 academic year f; eléollege.

ge and have obtained such
ary.

We have examined the books and records of the
explanations and carried out such tests as we

en to us, we report that the
e underlying records.

On the basis of our examination and of the e
information set out in these forms is in ag
We also report that, in our opinion, col these funds in accordance with the Scottish
Funding Council’s conditions.

We are satisfied that the systems controls of the administration and disbursement of these
funds are adequate.

Yours faithfully

Gary.De
P

.devlin ott-moncrieff.com

Exchange Place 3 25 Bothwell Street 10 Ardross Street Managing Partner: Stewart MacDonald
Semple Street Glasgow Inverness Partners: Nick Bennett, David Boyd,
Edinburgh EH3 8BL G2 6NL V3 5NS Chris Brown, Mhairi Callander, Scott Craig,
Gary Devlin, Gillian Donald, Allison Gibson,
T +44 (0)131 473 3500 T +44 (0)141 567 4500 T +44 (0)1463 701940 Mike Harkness, Bernadette Higgins, :
F +44 (0)131 473 3535 F +44 (0) 141 567 4535 F +44 (0)1463 232205 Gareth Magee, Fraser Nicol, Paul Renz,
px ED 217 px GW 209 Marc Shenken, Morag Watson.
FSC
www.fsc.org
RECYCLED

www.scott-moncrieff.com
A member of Moore Stephens International Limited — members in principal cities throughout the UK and overseas. Registered to carry on audit work in the UK and ‘VEIa“d',?o';ﬂﬁ',ﬁ:",'ﬁ:}

and regul.aled‘for a range of investment business activities by the Institute of Chartered Accountants of Scotland. FSC® C107726
VAT Registration No. 269 1108 57.
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% bScotE—Mo?crieff
usiness advisers and accountants

Finance Team 05 October 2018
The Student Awards Agency for Scotland

Saughton House

Broomhouse Drive 17 Our Ref: GJD/SXD
Edinburgh

EH11 3UT :

Dear Sirs
Forth Valley College

Please find enclosed a copy of the audited Student Awards Age Scotland discretionary
fund returns for the 2017/18 academic year for the abov

ge and have obtained such
ary.

We have examined the books and records of the

On the basis of our examination and of the e en to us, we report that the
information set out in the above return is j ith the underlying records and in our
opinion is in accordance with the relative Statutory Ffequirements.

ontrols of the administration and disbursement of these
earing account or accounts was in operation for the
n’s account.

We are satisfied that the syst
funds are adequate, and that
Funds which are separate f

Yours sincerely

Exchange Place 3 25 Bothwell Street 10 Ardross Street Managing Partner: Stewart MacDonald
Semple Street Glasgow Inverness Partners: Nick Bennett, David Boyd,
Edinburgh EH3 8BL G2 6NL IV3 5NS Chris Brown, Mhairi Callander, Scott Craig,
Gary Devlin, Gillian Donald, Allison Gibson,

T +44 (0)131 473 3500 T +44 (0)141 567 4500 T +44 (0)1463 701940 Mike Harkness, Bernadette Higgins, A
F +44 (0)131 473 3535 F +44 (0) 141 567 4535 F +44 (0)1463 232205 Garath Mages, Fraser Nica), Paul Renz, C D
px ED 217 px GW 209 Marc Shenken, Morag Watson.

FSC

www.fsc.org

RECYCLED

www.scott-moncrieff.com

A member of Moore Stephens International Limited — members in principal cities throughout the UK and overseas. Registered to carry on audit work in the UK and Ireland :‘g]ﬁ.’g‘g;gﬁ’_’}
and regulated for a range of investment business activities by the Institute of Chartered Accountants of Scotland. FSC® C107726
VAT Registration No. 269 1108 57.
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[ 9. Progress Report on Audit Recommendations
Forth For Discussion

Valley =

College 4 December 2018
AUDIT COMMITTEE

1. Purpose

To update members on progress with the implementation of recommendations contained
within internal and external audit reports.

2. Recommendation

That members note the content of the report and associated appendix. O

3. Background

The College monitors progress against internal and external audit rec@mmendati and reports
on progress to each meeting of the Audit Committee.

passed its’ implementation date
comes from the “Revised Completion Date i dix 1 attached to this report.

4. Summary of Changes

e table below represents
November 2018.

The current audit recommendations are detailed in full in Ap
a summary of the current position of these recomme

Since the last meeting of the Audi
where the College consid
recommendation. Comple or

appendix.
The College is see to remove recommendation id 2 as this recommendation has been
overtaken by‘ ! !c es in the College’s international activity.

to be plete and we are seeking permission to remove 1
oved recommendations are highlighted in grey in the

an extension for recommendation id 1 and appendix 1 contains further

Grade 1 Grade 2 Grade 3 Total

vithin date 0 1 0 1
ive recommendation passed 0 1 0 1
implementation date
Completed since last report to 0 8 0 8
Committee
Seeking removal 0 1 0 1




[ ! 9. Progress Report on Audit Recommendations
Forth For Discussion

Valley w

College 4 December 2018
AUDIT COMMITTEE

5. Financial Implications
There are no unexpected financial implications expected. All recommendations made to the
College have either no cost (i.e. changes to existing procedures) or have been incorporated int
College budget setting processes.

6. Equalities

Assessment in Place? — Yes [] No [X

Monitoring of audit recommendations does not require equaliti
recommendation does have an equalities impact through the a
individual policy will be assessed in line with College procedure.

ere a
policy, each

7. Risk

Please indicate on the matrix below the risk score. Risk is sc¢ Impact and Likelihood as
Very Low through to Very High.

Likelihood | Impact @
Very High
High

Medium
Low X
Very Low
Any risk to the College wo ise f the failure to implement agreed audit recommendations.
Regular monitoring, a ith ntability for each recommendation being assigned an SMT
and action owner; res this,does not occur.
Risk Owner - e Action Owner - Stephen Jarvie
8. Other a
Pleas icate whether there are implications for the areas below.

ications—Yes [1 No X Health and Safety — Yes [ No X

r Author - Stephen Jarvie SMT Owner — Alison Stewart




ID |Audit Name Date of Audit [SMT Owner Action Owner Recommendation Management Response Priority Evaluation Revised Evidence Completed
Completion
Date
1 |Non-Pay Feb-17 Alison Stewart Senga McKerr We support management’s plans to review the College’s Scheme of Delegation. The revised |The College’s Scheme of Delegation is currently being reviewed and will be revised to set out |Grade 2 November 2018 - The Board approved a high level Scheme of Delegation in September 18. 0/04/2019
Expenditures and document should clearly set out current purchasing approval processes and financial the relevant approval processes and authorisation limits. This will be made available to all (Operation) We plan to update the Operations Scheme of Delegation once staffing hass i, the
Creditors authorisation limits. staff on the public area of the Finance section in SharePoint. department. Completion date is requested to be moved to April 19.
August 18 - a revised Scheme of Delegation will be considered as par
session on 20/21 September 2018
June 18 - The high level Scheme of Delegation is being drafted &
Board for approval. The Operations Scheme of Delegation is on ho
approval, and will be amended following the change to Directors of
dates is requested to be moved to Dec 2018.
Nov 17 - Board short life working group being arg
delegation. accordingly, completion date is reg
August 17 - this has been put on hold until aft
will consider delegated authority.
Mav 17 - An initial dr; 4
2 [International Sep-17 Alison Stewart Jennifer Tempany  [The College should make arrangements to develop a project review process. The process will |A formal process as part of a new Business Lifecycle will be implemented by the Head of Grade 2 31/07/2018 31/12/2018 Remove
Strategy and allow the performance of projects to be assessed and good and poor practice to be Business Development. This will include the need to review lessons learned from bids/ (Design)
Operations identified, and communicated across the College to help aid future projects. Due to the proposals submitted
current international development resource limitations (see 2.1), this process will be
particularly valuable in assisting the College to identify and pursue projects that it has a
good opportunity of securing this is still to start due to ot siness priorities taking precedent.
evise a process where by p are evaluated from initial concept
jon. They will be ranked a aluated for risk and opportunity to return
on investmen cess of end of projes ation will be included in this.
3 |Review of the Sep-17 David Allison David Allison Superclass Classification - We recommend that as part of the checks the Student Records Secondary checks of assigned Superclass to courses, involving staff from MIS and Curriculum November 18 - Credits Audit report for 2017-18 reviewed this outstanding 30/06/2018 31/08/2018  |Credits Audit report Yes
2016/17 Credits team performs over courses during the curriculum planning process, staff complete & Quality, will be established prior to completion of the FES return. recommendations from the previous Credits audit, and closed this recommendation.
Return reasonableness checks over the superclass and price group gust 2018 - The review has been scheduled for the end of August
allocated to ensure courses have been classified appropriately. 8 - A final review of Superclass classifications is planned in August prior to the final FES
on/Credits audit. August is the best time to review Superclass classifications. This
nual review prior to FES submission.
4 |Payroll and Expenses (Mar-18 Alison Stewart Louise Burnett Payroll policies and procedures - The College should review the payroll policies and Polices will be reviewed and updated in line with current practice 18 - Complete 01/09/2018 30/11/2018  |Available from team Yes
procedures and, where necessary, update them. Given the good working practices and 8 - Owing to required updates to all teaching staff Job References, pension
experience within the payroll team at present this is not deemed to be a significant risk. and apply staff increments for the August Payroll, we are proposing to revise the
ompletion date of this to 30/11/2018
5 [Payroll and Expenses |Mar-18 Alison Stewart Louise Burnett Standard amendment forms - We recommend that all changes to payroll data are processed |Payroll currently receives various requests in a numb November 18 - Complete 01/08/2018 30/11/2018  |Available from team Yes
using a standard amendments form. This form should document with details of the change |[to contract can come through the SharePoint system August 2018 - work on this recommendation has commenced with HR to ensure all relevant
to be made and who is authorising the change. The Payroll and Pensions Coordinator should |allowance usually comes as an email from the SMT mel information is captured and it is anticipated this will be completed by the end of November
not make any changes to payroll data without this documentation. review all of these amendments and ensure, 2018
clear guidance is provided on the level of aut!
6 [Payroll and Expenses |Mar-18 Alison Stewart Louise Burnett Master-file Change Reports - There is a risk that unauthorised changes are made to the The College has requested this report from Sage, how Grade 2 November 18 - Complete 01/09/2018 31/11/18 Available from team Yes
payroll masterfile where an independent periodic check of changes made is not performed. (Design) August 2018 - SAGE are looking into the issue with the report
Management should enquire with the software provider to confirm whether a periodic
masterfile change report can be run on the payroll system. Each month a report should be
generated from the payroll system detailing all the changes that have been to the masterfile
in the period, such as changes in personal and bank details etc. This report should be fraudulent employees being adde, important report
reviewed by an individual independent of making changes to ensure that changes made tie [and once we have processed the
to supporting documentation and are valid. work with IT and Sage to Ive
7  [Student Experience |Jun-18 Fiona Brown Helen Young ‘Listening to Learners’ sessions - Staff should be reminded of the importance of having class Grade 2 November 18 - Complete - | Listening to Learners questionnaire has been reviewed to ensure (31/10/2018 L&Q documentation Yes
representatives leading feedback sessions to ensure students feel comfortable to raise open (Operation) it is meeting the requirements of the EREP and to achieve good, constructive feedback from
and constructive feedback. The Quality team should then perform checks to confirm this or a risk identified where feedback may not reflect that students. The review of the questions was carried out in conjunction with Students
change has been implemented across the different curriculum areas and teaching units. rocedure to be updated by September 2018. Association. Class representatives have now been trained accordingly in line with a focus on
tening to Learners and the facilitation of these L2L being student led, but with the support of staff where required. This was completed in
rt of class representative training, by October 2018 October 2018. The Quality Manager has been involved in the planning and delivering the
training with class representatives to facilitate L2L effectively.
on to Listening to Learners and the facilitation of these With the re launch of the procedure, Curriculum Managers have been reminded that the
rly communicated to Curriculum and Operational managers, by October 2018 activity is student led, unless it is deemed inappropriate as a consequence of factors such as
capability of class representative, lower level of group or a risk identified where feedback
ity Team to review Listening to Learners feedback with Student may not reflect that of the group or be of a poor quality.
riculum/Operational Managers, to assess compliance with procedure — In terms of the review of the feedback gained, this cannot be carried out until L2L has been
his will be an ongoing process. completed and will be ongoing.
8 [Student Experience |Jun-18 Andrew Lawson  [Mhairi Shillinglaw  |Hate incidents - We endorse the action already taken by the ege to raise awaren - Ensure all staff receive copy of HIM leaflet; follow up with information in eFocus and Grade 2 November 18 - Complete - Leaflets explaining Hate Incidents and the HIM process were 30/09/2018 Yes
hate crime and the process for highlight where information available on SharePoint and other platforms by mid-September [(Operation) made available to staff, students and visitors in College. Information on HIM and the

reporting and investigating incidents. After a suj
assess whether the hate crime leaflet has h:
awareness of the hate incident process. S
survey or through reviewing whether th
recorded.

Where no improvement has been noted
raising awareness, such as running brief t

uld assess awarenes
s been an increase i

ther mechanisms for

essions for sta students.

2018.

- Ensure HIM is included within Student Induction via LDWs and on Moodle by mid-August
2018

- Regularly review number of reported hate incidents (ongoing)

process was made available to staff online via SharePoint. It was also included in student
induction information on Moodle. The Diversity Coordinator and Corporate Governance
Officer routinely review complaints and recorded hate incidents.




9 [Student Experience |Jun-18 Andrew Lawson  [Mhairi Shillinglaw  |Hate incident reporting - We understand only four hate incidents have been recorded since |- Consider feasibility of curriculum areas recording ‘low-level” incidents which do not result |Grade 2 November 18 - Complete - The HIM log was amended to enable accurate recording of Yes
January 2017. Management should, in formal action being taken (Design) information on how incidents have been addressed, to allow for trend analysis to take place.
however, consider whether internal reporting on hate incidents would be beneficial. - Review examples where formal (disciplinary) action is underway as to whether incident Reports will go to SMT twice a year on HIM regardless of the number of reported in,
Reporting could occur on an annual basis or more frequently if the level of reported should be logged as a hate incident with information on regional data to highlight that lack of reporting is not an indica
incidents rises. Reporting could include: - Set up a regular reporting process for Hate Incident and associated information to go to there is no problem. Update for AY 2018/19 will be in June 2019. At end of AY 2018/19,
- The number of incidents reported, including where no incidents have occurred. This could |SMT student disciplinary information will be reviewed to identify unreported h
be used to demonstrate a potential lack of engagement with the hate incident process and
be informed by
statistics from the Central Scotland Regional Equality Council to compare the level of
incidents reported within the College in comparison to other bodies within the area.
- Details of the incidents that have been reported, including how those incidents have been
addressed.
- Trend analysis of the type of incidents experienced to identify systemic issues and potential
improvements (where the number of reported incidents increases).
10 |GDPR Compliance Aug-18 David Allison Donald MacLean GDPR Task List - We recommend that a workplan is created which records remaining tasks |A GDPR workplan has been drafted by the College’s Data Protection Officer, which will be Grade 2 November 18 - 30/09/2018 task list Yes
and activities that are necessary to agreed by the newly formed Information Governance Group. This workplan will be (Design)
support compliance with the GDPR. Once this document is produced, management should |monitored by the group on a
quantify resource requirements for each task and agree a target completion date. quarterly basis.
Consideration should be given to prioritising activities to minimise the risk of non-
compliance. Progress against the work plan should be subject to regular management
review to confirm that tasks and activities are being leted in line with exp ions.
11 |GDPR Compliance Aug-18 David Allison Laura Calder Data Inventories - We recommend that Management agrees a timescale for academic Initial meetings have taken place with all teaching Departments where any personal data Grade 2 November 201 inuing to meet wit mic departments and updating 31/03/2019

departments to complete data flows and

data inventories. The timescales and resources required to complete this work should be
included in the work

plan recommended

stored outwith core systems has been captured, and any risks identified. The task of
documenting data flows and populating our data inventory will be included as work
outstanding within the GDPR Workplan.

ss working with departments to look at
creating a departmen on Guide. Rob McDermott is in discussion with
cross sector working group standardised retention guide for student assessment
material which will provide appropriate guidance for departments.

Information Asset

(Operation)
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AUDIT COMMITTEE

1. Purpose
To present members with the new Strategic Risk Register for the College.
2. Recommendation

That members note the content of the register attached to this paper and the actions ta @
date.

3. Background

In line with the College’s Risk Management Policy and Procedure, the
risk register document. This register is presented to each meeting o
highlight those risks which have been identified as having a tegic impa

Risks can be added to the register either by members of th anagement Team or by any
Committee of the Board or the full Board of Management.

Audit Committee members review the register and, f particular concern, the Chair can
raise these with the full Board of Managemen e ter is'also presented to the full Board of

Management on an annual basis.

4. Changes to the Risk Register

At the Board Strategic Session i 8, Board members identified a number of areas
which they considered to risk e College. SMT met to discuss these areas, noting
the mitigating actions that in e for each of the risks and scoring each of the risks in the
attached register.

5. Financial Implicatio

Financial imp sifor relevant risks are outlined in the attached Strategic Risk Register.

lace? - Yes [ No

No, please explain why — The Strategic Risk Register document does not require equalities
i ct assessment. Individual risks may result in Equalities assessments being completed for
new/revised College policies and procedures.
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AUDIT COMMITTEE

7. Risk
Please indicate on the matrix below the risk score. Risk is scored against Impact and Likelihood as
Very Low through to Very High.
Likelihood Impact
Very High
High
Medium
Low X X
Very Low

Risk continues to be comprehensively managed and reviewed across t olle n an ongoing
basis.

Risk Owner — Ken Thomson Action Owner ﬂ mson

8. Other Implications -
Please indicate whether there are implications for the area low.
Communications — Yes [1 No H Safety — Yes [ No X

Please provide a summary of tI{ s — Not Applicable

Paper Author - Stephen Jarvi SMT Owner — Ken Thomson

)




Forth Valley College Strategic Risk Register

Risk Management and Mitigation Owners Initial Risk Score Score After Mitigation
No ([There is a real or perceived risk that... Potential Consequences Mitigating Actions Actions/Progress to Date § u:J E 3 ‘g g g Q 2 E g E
e | EE 8 |Brijzas
€ ¢ c 2 - ﬁ 2 cE | LS
S |2 2 5 z [3”° |28
= < = o
g |s c I
con (2 O [a]
1 [There is insufficient funding from Scottish - Inability to deliver high quality learning - Principal and Chair represented on sector groups to Nov 18 - work ongoing B P VPFA VH
Government/SFC to support the core activities |- Inability to react to changing economic and lobby SFC/Scottish Government
of the College local environment - Vice Principal Finance and Corporate Affairs member
- Inability to maintain College infrastructure of SFC new funding model group
- Impact on College performance indicators - Business Development strategy to increase
commercial income being developed by Director of
Business Development
2 |Employers pension contributions to the - Additional cost of approx £500k per annum |- Scottish Government in discussion with UK Treasury  [Nov 18 - awaiting outcome of discussions with M
Scottish Teachers Pension Scheme could - Working with Colleges Scotland to lobby Scottish Government
increase by 5.2% from April 2019 Government for additional funding
3 |Delays to completion and/or issues with the - Impact on student experience and success - EEG and FCPB monitoring progress Nov 18 - Actions being planned as per mitiga H
transition process to the new Falkirk Campus |- Potential increase in costs - Development of migration strategy
(e.g. as a result of adverse weather/impact of |- Reputational damage - Communications with stakeholders to manage
Brexit on supply chain) expectations
4 [National Bargaining process will negatively - Unaffordable pay awards - Chair and DPCOO represent the College on the Nov 18 - We continue to be olved in this B P M
impact on the College - Potential strike action which could impact on [Employers Association process which allows us tg th potential
the Student experience and meeting - Communication with staff, students and other users changes and able to work
commercial contracts - Force Majeure clauses in commercial contracts to quickly and effectively
- 'No Detriment' restricts options for FVC mitigate impact of strike action
compared to sector
6 |The College will fail to deliver the Outcome - Reputational damage - Ongoing monitoring of performance against targets by reports being built for  |LSE |P VH
Agreement - Potential clawback of funding and risk of new Leadership Team nular monitoring of
reduction in credits allocated to the College - Targets cascaded to Directors with accountability
7 |The student experience fails to meet student |- Reputational risk - Listening to Learners in Evaluative Report and Enhancement [LSE [P VH
expectations - Current/Potential students choose another |- Ensuring relevance of courses through robust ddress areas where student success
College/Learning provider curriculum review er than target and to review and enhance
- Impact on College meeting credit and PI - Robust evaluation processes at all levels ort arrangements; objectives and targets
targets - Student support systems in place and effec livery of year 2 of CLT Strategy in College
- Deliver on Creative Learning and Te trategy ational Plan 2018-2019.
8 |The College is adversely impacted by a cyber |- Reputational risk - Up to date firewall, an Nov 18 - Cyber Essentials accreditation secured, A P VH
attack. - Impact on learning & teaching - Regular security patchi Member of National Cyber Security Information Sharing
- Impact on key services Partnership
9 |Loss of key staff will impact on College - Loss of knowledge, experience and li Nov 18 - First cohort of staff now on Talent HR [DPCOO L
operations within the Sector and to employers Management programme. Effective TNA in place in all
t Management Programme in place departments. Talent Management programme for first
tors in post time managers ready to roll out
5 |International activity will not meet - Shortfall in College bu - Review of activity levels and international strategy Nov 18 - International team has now been disbanded. |F VPFACA M 6
operational/financial targets i - Look at potential of delivering international activity at [Full year target will be met due to savings in salary cost.
Strategy a sector level New international opportunity currently being explored.

28/11/2018
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Strategic Area External Assurance Internal Assurance

SERVEST Statutory Compliance Health and Safety Team
e.g. Fire equipment, smoke detectors Schedule of Reviews

Creating
a superb
environment
for
learning

Sustainability Committee

Insurance Reviews

Project Manager reports to FCPB Health and Commit

— &S ——
Internal Verification

Reviews by External Awarding Bodies e.g.
SQA, ECITB, City & Guilds, NEBOSH/IOSH Evaluative Report and enhancement Plan for
Education Scotlaend and SFC

r == &

Cultivating
a vibrant learning
organisation where
learners develop skills,
achieve qualifications
valued by industry
and progress
seamlessly

Listening to Learners,
Student Council feedback,
Student Early Experience Survey
lational Student Satisfaction Survey

Education Scotland Scrutiny

Liaison with College Lawyers

Equal Pay Audits

Instilling an
energy and passion Listing to Employees/People Strategy

lfoéouf people, PVG system for Stal
celebrating success Participate in HR cop

and innovation

APUC for procuremer

Staff Cultural Surveys

Board Register of Interests/Annual Governance

Leading Report In College Accounts

as a champion
for governance,
an organisational
pathfinder, balanced internal and External Audit
risk taker, proactive
and responsive

Quarterly Reports to Scottish
Information Commissioner on FOI

IMRC Payroll inspection Business Continuity Plan testing

Reviews by External Awarding Bodies e.g.
Enhancing SDS, ECITB, City & Guilds, NEBOSH/IOSH PAA-

our position as VQSET, EAL, CIPD, BPEC, CompEx Business Development Process
the business and

commurni
partner SDS Audit of MA Provision
of choice

Reviews by External Awarding Bodies e.g. Review of Disaster
Delivering SQA, ECITB, City & Guilds, NEBOSH/IOSH Recovery/Backups and Testing
a whole system
approach.

Simply effective, Annual Internal Audit of Credits Statutory Compliance Testing
efficient and

consistent

Penetration Testing of Systems
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Auditor General for Scotland

The Auditor General’s role is to:

* appoint auditors to Scotland’s central government and NHS bodies
* examine how public bodies spend public money

* help them to manage their finances to the highest standards

» check whether they achieve value for money.

The Auditor General is independent and reports to the Scottish Parliament

on the performance of:

» directorates of the Scottish Government

* government agencies, eg the Scottish Prison Service,
Historic Environment Scotland

* NHS bodies

» further education colleges

» Scottish Water

» NDPBs and others, eg Scottish Police Authority, Scottish Fire and
Rescue Service.

You can find out more about the work of the Auditor General on our
www.audit-scotland.gov.uk/about-us/auditor-general

N
&

Audit Scotland is a statutory body set up in April 2000 under the Public
Finance and Accountability (Scotland) Act 2000. We help the Auditor General
for Scotland and the Accounts Commission check that organisations
spending public money use it properly, efficiently and effectively.


http://www.audit-scotland.gov.uk/about-us/auditor-general

ScotlandReehiferpatiaorn18 | 3

Contents

Key facts 4
Summary

Part 1. How Scotland's colleges are managing their finances 9
Part 2. How Scotland's colleges are performing 20
Part 3. Progress in the multi-college regions 30
Endnotes 36
Appendix 1. Audit methodology 37
Appendix 2. Scotland's college land 2018 38

N
)

Audit team

The core audit team consisted of:

Mark MacPherson, Mark McCabe, Links

Fiona Diggle, Angus Brown, @ PDF download
Gemma McNally and Sanya Ahmed,

with support from other colleagues and Web link

under the direction of Angela Canning.
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Key facts

Colleges in Scotland

Estimated total

cost of backlo v Students

. 9 £360 studying at
of repairs and n ' » collome
maintenance in the million 2016?17

college sector

Estimated

additional , ? N Overall
annual cost £50 Y [ { 90.2 student
of national T A\ satisfaction
million er cent 2
bargaining . P in 2016-17
from 2019-20
Real-t s increase in
\ Y ent 10 4 ' Amount spent by the
. 20 incorporated colleges

ndinglketween

er cent a4 million i )
6/17 dhd 2018/19 P in 2016-17
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Summary

Key messages

1 The college sector’s underlying financial position improved in 201 g
but several colleges face significant financial challenges. Scotlan
20 incorporated colleges reported an overall underlying financial
surplus for 2016-17 of £0.3 million. This compares to an underlying

liabilities such as pension costs — grew by ten per cent.
sector-wide increases mask significant variations

are forecast to
oC armonising
staff pay and other conditions. Colleges’ r sentative body,
Colleges Scotland, has estimated t ¢ f harmonisation as the Sector's
£50 million a year from 2019-20. This pbsorb all of the Scottish .

ro e reform. The Scottish underlylng
to cOVer the additional costs up tothe  fjnancial

it has not yet specified funding for .-

ts will increase most significantly. pOSItlon

improved

ege buildings require urgent and significant and Iearnmg

timates a backlog of repairs and ta rgets were
maintenance next five years of up to £360 million. The SFC is

provi 2 of capital funding to colleges in 2018-19 to cover exceeded

the veky highfpriority needs identified in the condition survey.

Government is providin
end of academic year 20
academic year 2019-2

3 The Scottish Fun
survey indicate
investment.

rs pose a risk to colleges’ financial sustainability, including:
impact of national bargaining for support staff; uncertainties
und long-term funding of improved employment terms; the cost
aintaining buildings and land; and the potential impact of leaving
the European Union. Differences in the assumptions colleges use for
their forecasts mean they do not provide a reliable picture of future
financial sustainability for the sector. The SFC and colleges are working
to address this from 2018.

5 The college sector exceeded its targets for learning activity and full-
time equivalent student places in 2016-17. Student numbers increased
by around four per cent, with most of the increase being students in
part-time learning, particularly those under 16 years of age. At least
82.7 per cent of all successful full-time college leavers entered positive



6l

8 The regional strategic bodies (RSBs) in the three multi-co

destinations, such as training, employment and higher education.
This is largely unchanged from last year. Student satisfaction remains
high at over 90 per cent and improved slightly compared to last year.

6 The proportion of credits (units of learning) delivered to students from
deprived areas, from ethnic minorities, with care backgrounds or with
disabilities all continue to increase. Despite this, the gap in attainment
between students from the least and most deprived areas is growing.

7 Colleges have made notable progress in addressing the large gender
imbalance on engineering courses but have had less success in other
courses. The SFC shares good practice as part of its gender action
plan and expects to see more progress from 2017-18 onwards. Som
college boards also continue to have significant gender imbalanc
in their membership that would fall short of the new statutory gefder
representation objective.

2ge regions

greater integration. The Glasgow College
making progress in coordinating colla
needs to do more work with its assigne
intended benefits of regionalisation. The ¢
in Lanarkshire add little to the aims

Key recommendatio

deprived areas and the wider student population is
identify actions to reduce the gap (paragraph 53)

rategic bodies are meeting the aims of regionalisation in multi-
lege regions (paragraphs 69-83).

SFC should:

® revise its accounts direction to ensure colleges calculate their
underlying financial position consistently (paragraph 9)

e progress its work with colleges to improve common assumptions
for future financial forecasting returns, including clarifying when
departing from the assumptions would be justified (paragraph 31)

For Information

o@
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e determine what other actions are required to tackle the greatest
gender imbalances in subjects to deliver its gender action plan
(paragraph 60)

e agree with regional strategic bodies in multi-college regions the
most appropriate way of collecting information on college activities
and clarify both why and when it needs to engage with, or collect
information from, assigned colleges (paragraph 84).

Colleges should: %
e work with the SFC to further develop their approach to long-term O

financial forecasting (paragraph 31)

e focus on reducing the attainment gap and improving student
performance (paragraph 53)

e where appropriate, examine opportunities for getting a
balance on their boards to meet new statutory targets (p

GCRB and its assigned colleges should:
e address concerns among senior staff a
about its role to further improve coll
region (paragraph 78).

The Lanarkshire Board should:

e develop a clear plan for imp
region (paragraph 83)

Background

1. This report pro ervlew of the college sector in Scotland. It gives an
i $and analyses learning activity. We have set out our
1. Our previous reports have commented on:’

ionalisation, college mergers and reclassifying colleges as public bodies.

2.)Scotland'’s colleges play an important role in helping to achieve sustainable
nomic growth by developing a highly educated and skilled workforce. In
016-17, there were 235,737 students. Colleges are the main providers of further
education (FE) in Scotland. They also provide a significant amount of higher
education (HE), with around 47,937 students (around 20 per cent) studying at HE
level at college in 2016-17.

3. The college sector in Scotland comprises 20 incorporated colleges and six
non-incorporated colleges, organised into 13 college regions (Appendix 2).2 Ten
of these regions consist of one college. The three remaining regions (Glasgow,
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Highlands and Islands, and Lanarkshire) have more than one college. The individual
colleges in Glasgow and in Highlands and Islands are assigned to the relevant
regional strategic body, ie Glasgow Colleges' Regional Board (GCRB) or University of
Highlands and Islands (UHI). In Lanarkshire, New College Lanarkshire is the regional
body and South Lanarkshire College is assigned to the Lanarkshire Board.

4. In this report we look at all colleges in the sector and Scotland's Rural College
(SRUC), to present a comprehensive picture of the sector and its performance.
In Part 1 of this report, How Scotland's colleges are managing their finances,
we focus on incorporated colleges, as non-incorporated colleges are not subject
to the same requirements as incorporated colleges (as public bodies). In Part 2,
How Scotland's colleges are performing, the participation data used excludes
information about students studying higher education through UHI or SRUC.

5. Colleges prepare their accounts based on the academic year (1 August t
31July).® This differs from the Scottish Government's financial year, which fliis
from 1 April to 31 March. We use the following conventions in this report:

e 2016-17 when referring to figures from colleges’ accounts, es
relating to the academic year

e 2016/17 when referring to funding allocations mad
Government'’s financial year.

6. Financial figures in real terms are adjusted fo
report is 2016-17. The GDP deflator provides a me
domestic economy. We have used the GDR

delal®
calculate the real-terms figures for other yé &

7. Where appropriate, our rep n separate reports by the Auditor
General for Scotland (section 2 orts Edinburgh College (+) and
New College Lanarkshire at e lished in April 2018.

ti h e year for this
neral inflation in the
December 2017 to

For Information

o<§


http://www.audit-scotland.gov.uk/uploads/docs/report/2018/s22_180427_edinburgh.pdf
http://www.audit-scotland.gov.uk/uploads/docs/report/2018/s22_180427_lanarkshire.pdf
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Part 1

How Scotland's colleges are managing
their finances

Key messages

1 The overall financial position of the college sector has improved sjfice
last year. The 20 incorporated colleges reported an overall underlying
financial surplus of £0.3 million for 2016-17. This compares to an
underlying deficit of £8 million in 2015-16. Individual college financ
positions varied. Five incorporated colleges had an undefljing deficit |
2016-17, compared with 11 in 2015-16. Scotland's six non-ia€@kporated
colleges reported an overall underlying surplus of £249 016-17,
with no college having an underlying deficit.

2 The Scottish Funding Council (SFC) first rggui ged to include the estimated
their underlying financial position in thei i+
Individual colleges have interpreted the s"direction addltlonal
differently, making it difficult to compare th@finafial positions of annual cost of

different colleges. harmonising
3 Net assets increased by ten p D million). The level of cash  Pay and other

held across the sector i y 13"percent (to £49 million). Despite conditions
the overall increase in ca ine colleges held less cash than
last year. This means lexibility to meet unanticipated would absorb

changes in income i . Some colleges face particular the projected
financial challenge |
savings from
4 The Scottis as provided revenue funding to the college College
sector of £5 in 2018/19, a real-terms increase of five per cent
is is to meet increased costs associated with reform

leges now prepare six-year financial forecasts. Differences in the
asstimptions colleges use for their forecasts mean they do not provide
a reliable picture of future financial sustainability for the sector. The
SFC and colleges are working to address this from 2018.

6 The SFC's 2017 estates condition survey indicates that college buildings
require urgent and significant investment. The survey estimates a
backlog of repairs and maintenance over the next five years of up to
£360 million. The SFC is providing £27 million of capital funding in
2018-19 to address very high priority repairs and maintenance.
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Colleges' underlying financial position improved in 2016-17

8. Incorporated colleges had income of £711 million, and expenditure of
£728 million, in 2016-17. The main areas of income and expenditure (and changes
from 2015-16) are presented in Exhibit 1.

Exhibit 1
Income and expenditure for incorporated colleges 2016-17
Colleges had income of £711 million and expenditure of £728 million.

£75m

£178m
£520m £463m
income (up 6% from - s including exceptional staff costs

W srci (up 6% from 2015-16) includi ional staff costs’
B Tuition fees/contracts (down 3% from 2015-16) p 1% from 2015-16)
[ Other income, including research grants and Other operating expenses including

investment income (up 10% from 2015-16) and exceptional costs (down 3% from 2015-16)

donations and endowments, inc funding from B Depreciation/interest/other finance

arm's length foundations (ALFs)
(down 71% from 2015-16, due to large nge!
at individual colleges)

(up 26% from 2015-16, mainly due to
depreciation on new assets)

Donations to ALFs
(no donations made to ALFs in 2015-16)

Note: 1. Exceptional staff costs inclu veranc yments.

Source: College accounts O

ce consistently. This required further work by the SFC to
derlying financial position. The SFC is working to improve the

ncorporated colleges had an underlying surplus of £0.3 million in 2016-17. This
n improvement on the £8 million underlying deficit we reported for 2015-16
Exhibit 2, page 11).

11. The six non-incorporated colleges recorded an underlying surplus of £249,000
in 2016-17, compared to £69,000 in 2015-16. Information for incorporated and
non-incorporated colleges is not directly comparable.
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Exhibit 2
College sector financial performance 2014-15 to 2016-17
Incorporated colleges reported an underlying financial surplus in 2016-17.

L] 2014-15 2015-16 2016-17
(Em) (€m) (€£m)

Sector underlying surplus 1 (8) 0.3
or (deficit)

Number of colleges with an 7 M 5
underlying deficit

Note: Analysis does not include Scotland's six non-incorporated colleges.

Source: College accounts

12. Five incorporated colleges had an underlying deficit in 2016-17,&0mRared with
11 in 2015-16. Financial positions varied from a surplus of £0.9
East Scotland College to a deficit of £2.5 million at Edinburgh Co
shows individual college underlying deficits and surpluse

annual expenditure.

Exhibit 3
Underlying deficits and surpluses as a perg
The underlying financial position of incorpor

Percentage

Source: College accounts and SFC
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Total cash held in the sector increased in 2016-17 but almost half
of all colleges held less cash

13. Incorporated colleges held £49.2 million in cash in 2016-17, an increase of
£5.5 million (13 per cent) from 2015-16 (Exhibit 4). While the overall cash held by
the sector increased, the amounts each college held vary significantly:

e FEleven colleges increased their cash balances by a total of £11.2 million in
2016-17. Four colleges accounted for £8.5 million (76 per cent) of this increase:
City of Glasgow, Edinburgh, Forth Valley and North East Scotland colleges. The
SFC has indicated that some colleges are holding cash to repay loans in future.
e Cash balances decreased in nine colleges, by a total of £5.7 million. Thi O

means these colleges have less flexibility to meet unanticipated futur
expenditure or reductions in income.

Exhibit 4
College sector financial performance 2014-15 to 2016-17
Cash balances and net assets across the sector both increased i

2014-15 015-16 2016-17
(£m) (Em)

Cash balances

Net assets 230

Number of colleges in a net
liabilities position

Source: College accounts

gy around ten per cent in 2016-17

14. Comp ot the assets an organisation holds against its financial
liabilities —{its net aSset or liabilities position — provides an indicator of financial
heal torg’net asset position has improved by around ten per cent

c -16 (Exhibit 4). However, this does not reflect the significant
% s colleges

sgow Clyde College accounts for the vast majority of the sector-wide
increase in the net value of assets. Its net asset position increased by
around £20 million to £58 million. This was the result of the value of its
land and buildings significantly increasing.

e Five colleges reported a net liability position in 2016-17: Borders, Forth
Valley, Inverness, North Highland and West Lothian. These colleges also
reported a net liability position in 2015-16. In 2016-17, the level of liability
remained relatively unchanged in three of these colleges. North Highland
College's liability more than halved, from £5.5 million to £2.4 million as
a result of asset revaluations. Forth Valley College's liability increased
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significantly to £17 million due to significant devaluations of its existing
assets. This will change as the college builds its new Falkirk campus.

The funds held by arm's-length foundations (ALFs) fell again in
2016-17

15. Colleges can apply for funds from arm’s-length foundations (ALFs). These

are independent, charitable bodies that were set up when colleges were

reclassified as public bodies and could no longer retain significant cash reserves.

Colleges donate money into ALFs and can also apply to ALFs for funding. Other

organisations can also donate to, and apply for funding from, ALFs. ALFs held

£57 million in 2016 and £50 million in 2017. O

16. Two colleges transferred a total of £3.4 million into ALFs in 2016-17. Eig
colleges received grants totalling £15.1 million from ALFs in 2016-17, mainlytto
improve their buildings and other parts of their estate. Nine colleges propo

to apply for around £8 million of ALF funding in 2017-18. The biggest planne
use of ALF funding is at Glasgow Clyde College. The college planSie, use over
£10 million over the next five years, mainly for estate improveme
two Glasgow colleges plan to use ALF funding for estates projegts
Glasgow Kelvin College plans to spend £2 million and City of Gla B80e
£1.1 million. Some ALFs have very little funds left and ot
significant funds donated to them.

17. The Scottish Government is considering how thélsec [ st continue to
use ALFs to help with long-term financial planning an ure stment decisions.

aumbers in 2016-17

18. Colleges continue to spen
and numbers remained relative
£14 million to £457 million
(FTE) staff numbers decr

heir money on staff. Staff costs
cha in 2016-17. Staff costs rose by
14).° Total full-time equivalent

taff left incorporated colleges through voluntary severance at
illion. Of these, 81 were from Edinburgh College. Auditors

ttish Government has announced further real-terms
eases in revenue funding in 2018/19

0. The Scottish Government'’s revenue funding for the college sector for 2018/19
is £570.7 million. This represents a real-terms increase of £28 million (five per
cent) in the revenue budget from 2016/17 (Exhibit 6, page 14). This is the
highest real-terms settlement in the last five years.
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Exhibit 5
Staff costs and numbers 2015-16 to 2016-17
Staff numbers fell slightly and staff costs increased slightly in 2016-17.

Igunl
. 2015-16 2016-17

Staff numbers (FTE) 10,925 10,850 *
Staff costs (Em) 442 457
Total expenditure (Em) 692 728 O

Staff costs as percentage of total spend 64

Exceptional staff costs (Em)’ 7 6
Exceptional staff costs as percentage of 2 1
staff costs
Note: 1. Exceptional staff costs include severance costs.
Source: College accounts
Exhibit 6
Scottish Government revenue funding to the college,se 2014/15 to 2018/19
The Scottish Government has increased funding f esiin real terms each year.

600

500

N
o
o

W
o
o

Funding settlement
(£ millions)

N
o
o

100

2015/16 2016/17 2017/18 2018/19 Draft

Scottish Government financial years

B Cash figures Real terms trend

ations do not include additional amounts provided to the college sector to support NPD unitary charges (£6 million in
nin 2016/17; £29 million in 2017/18; and £28 million in 2018/19, all in real terms).

014/15 and 2016/17, the Scottish Government has made in-year adjustments to transfer an element of the capital allocation
12 million in 2014/15; £10 million in 2015/16; £17 million in 2016/17, all in real terms). We have not incorporated these

the exhibit.

Source: Scottish Government




Part 1. How Scotland's colleges are managindehisfiofinatieres | 15

21. The Scottish Government has agreed to pay for the additional costs of the
national bargaining agreement up to the end of 2018-19. This excludes cost-of-
living increases. This accounts for most of the increased funding for 2018-19.
The Scottish Government has yet to indicate how costs associated with national
bargaining will be funded beyond 2018-19. Colleges Scotland estimates that
changes to pay and terms and conditions from national bargaining will cost about
£50 million each year from 2019-20. This would absorb all the £50 million of
annual financial savings that the Scottish Government and SFC expected the

reform programme to deliver from 2015-16. %
22. The SFC allocated £409 million to colleges for teaching in 2017-18. It is also :

allocating £455 million in 2018-19, an increase of £46 million (ten per cent). This
increase reflects additional teaching costs and associated funding as a result o
national bargaining.

Despite the improved financial position in 2016-17, colleges
continue to face significant financial challenges

23. Several colleges currently face significant financial challenges:

New College Lanarkshire
Last year, we reported that New College Lanarkshi

ability (Scotland)
ge received an

severance scheme (not ollege made savings of £2 million
during 2016-17 and repor. rlying deficit of £5660,000 (equivalent
to one per cent of ing . working with the SFC to deliver a plan

' i tainability. The latest draft of the plan
an underlying operating surplus in 2019-20.

2016-17 (equivalent to around four per cent of income).

ge still needs to deliver some aspects of its plan to return to
ability, it has made good progress and its deficit for 2016-17 was
s original estimate of £3.8 million. The Auditor General published a
parate statutory report on progress at Edinburgh College in April 2018.

Ayrshire College
¢ The college had forecast a net surplus each year between 2013-14 and 2017-18.
Howvever, increased staff costs have resulted in the college experiencing
financial deficits, which it has covered to date by using cash reserves.

e The college has indicated that ongoing PFI costs are contributing to its
financial challenges. As part of the merger that created Ayrshire College, the
college inherited a Private Finance Initiative (PFl) scheme from the former
James Watt College for its Kilwinning campus. The 25-year PFl scheme
started in 1999-2000, with annual payments of £2.1 million until 2024-25. The
PFI costs equate to around four per cent of the college's annual expenditure.
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e Ayrshire College identified that making the annual payments was a financial
risk at the point of merger. The college has indicated that it will find it
difficult to meet the ongoing PFI costs. While the Scottish Government
agreed that the college could use money raised from selling land towards

the PFI costs in 2018-19, there is currently no further funding commitment
from the Scottish Government or the SFC.
e The college is considering other options for meeting the PFl costs as part of
its overall expenditure. Q

UHI incorporated colleges

e |ast year, we reported that Lews Castle College had not met its learning
activity targets over an extended period. This could have resulted in both a
reduced level of funding and the SFC recovering funding for activity the ge
did not deliver. UHI, as the regional strategic body, has since agreed a reduced
target and funding with the college. Despite this change, at June 2017, t
college was still forecasting deficits for the next five years. As explained in
paragraph 30, colleges' most recent forecasts in July 2017 doWiet reliably

e | ast year, Moray College had to urgently draw down an ad

funding allocation from UHI as it did not have enou v tolmeet its
operational costs in 2015-16. The auditor cogelude rrent financial
position was not sustainable and that thegcol n d toftake action to
achieve financial balance. The college implepen n ovement plan
and reported an improving financial position | 1 with:

— alower operating deficit
— an underlying surplu
— increased cash

— lower net curren

e The appointed au
represents a gigmifi

a £523,000@ -17 and is forecasting a deficit of £857,000 for
2017-18,_Calle abagement is of the view that the current arrangements
will et ainable without significant changes, and has

recommen that the college board considers steps to ensure it remains
IRan ainable. The college will continue to require financial support
UHTM™O0 manage its ongoing financial pressures.

| has started to look at the potential for greater integration between
r of its five incorporated colleges during 2018 (not currently including
Perth College). The aim is to improve joint working, education and the
sustainability of their financial positions in the medium to longer term.

College estates require urgent and significant investment

24. In 2018/19, the Scottish Government has allocated colleges £74.4 million of
capital funding to spend on things such as improving buildings and buying new
equipment (Exhibit 7, page 17). This represents a real-terms increase of £32 million
(77 per cent) on 2016/17. Of the 2018/19 capital allocation, almost £42 million is
funding for Forth Valley College's new campus at Falkirk. The remainder has been
allocated to meet lifecycle maintenance costs and high-priority backlog repairs.
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Exhibit 7
Scottish Government capital funding to the college sector 2014/15 to 2018/19
The Scottish Government has increased capital funding for colleges in real terms.
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Source: Scottish Government

r es condition
an f £163 million

, tion and other costs
associated with these works are included, and maintenance could
cost up to £360 million. These figure ~ campuses that have been
financed in recent years throu rivate partnerships: Ayrshire College's
Kilmarnock and Kilwinning cam ; f Glasgow College's Riverside and
Cathedral Street campuses;

25. In December 2017, the SFC published its co
survey. This identified a backlog of repairs and mai

e biggest repairs and maintenance
backlog of £49 million o ive years. This is equivalent to almost a fifth

of the value of all i

ithin two years. The SFC identified two colleges where the
log had been overstated, which reduced the ‘very high’ need to

. In our report Scotland's colleges 2017 (+), we recommended that the
cottish Government and the SFC complete the national estate condition survey
and use the results to prioritise future capital investment. Based on the estate
condition survey, the SFC produced criteria for managing the competing demands
for major capital investment as part of its Infrastructure Strategy in December
2017. It has yet to publish these criteria.


http://www.audit-scotland.gov.uk/uploads/docs/report/2017/nr_170622_scotlands_colleges.pdf
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The SFC is working with colleges to improve financial forecasting
across the sector

28. Having longer-term financial plans in place will allow colleges to better prepare
for future challenges. In response to recommmendations we made in our report
Scotland's colleges 2016 (+), the SFC now requires colleges to prepare six-year
financial forecasts. The current forecasts run from 2016-17 to 2021-22. Colleges
are forecasting that their annual expenditure will increase faster than their annual

income and that the financial deficit across the sector will grow to £21 million by
2021-22. Only South Lanarkshire College is not forecasting to be in deficit at any

point over this six-year period.
29. In line with our recommendations last year, the SFC worked with sector
representatives to develop a set of common assumptions that colleges sho
use for longer-term financial forecasting. For example:

e Colleges should plan that their teaching grant will stay the same in 20

e Colleges should assume that capital maintenance funding
2017-18 levels over the forecast period.

e Colleges should assume the costs of natio
by specific grants in 2018-19 and 2019-

e supported
ct costs in
-20 specific
in 2021-22 and then

ding levels and pay awards, believing them to be
more realistic. Theldi s in the assumptions used by colleges mean that their

that colleges are basing their financial forecasts on realistic
assumptions to help them make informed decisions about their
s. Reliable forecasts will also support effective SFC funding decisions.
e of this audit, the SFC was working with colleges to significantly
gthen financial forecasts from 2018 onwards.

ithdrawing from the European Union will have implications for
colleges

32. The SFC administers and part funds the Developing Scotland's Workforce
(DSW) Programme funded by the European Social Fund. Funding for this totalled
£4.8 million in both 2016-17 and in 2017-18. This programme is scheduled to run
until 2022-23. The decision to leave the EU should not affect this programme,
and colleges should work with the SFC to plan for when it comes to an end.


http://www.audit-scotland.gov.uk/uploads/docs/report/2016/nr_160825_scotlands_colleges.pdf

Part 1. How Scotland's colleges are managindehtsfofinaiares | 19

33. The sector has also been able to draw on money from the European
Regional Development Fund (ERDF) to support capital programmes. The
European Investment Bank (EIB) has also been a major funder of the Scottish
Government's Non-Profit Distributing (NPD) programme, including college
campuses in Glasgow, Ayrshire and Inverness. It is not clear to what extent EIB
funds will be available post Brexit.

34. Colleges Scotland research suggests around three per cent of teaching
staff are from the EU, and it expects that figure to be higher for support staff.?
Colleges Scotland and the SFC are working to analyse and model the impact of
Brexit on the college sector.

N

o<§
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Part 2

How Scotland's colleges are performing

Key messages

1 Student numbers increased by around four per cent in 2016-17. This i
mainly due to an increase in part-time learners, particularly those un
years of age. Colleges exceeded the Scottish Government's learning

in October
2017, the
minister
confirmed
l-time leavers  that CO”egeS

part-time FE courses. The percentage of
course was broadly static across all ca

entered a positive destination such as trai ployment. Student no Ionger
satisfaction across the sector remaig g increased slightly
in 2016-17. Attainment, retention, p@s stinations and student need to

satisfaction all vary widely by eg prioritise
3 There is evidence that co sa idening access to learning. Across fU”'tlme
the sector, the proporti dits'delivered to students from deprived education
areas, from ethnic , ave been in care or who have
disabilities all cont ase. Despite this, the gap in attainment for 16-24
between studg he least and most deprived areas is growing. year olds

ross students in the sector has remained broadly
e work is required to tackle the most significant

The volume of learning that colleges deliver is measured in full-time equivalent

TE) student places, or in units of learning known as credits. Each credit broadly
equates to 40 hours of learning. Since 2012-13, the Scottish Government has
set a national target for the college sector to deliver 116,269 FTE student places.
Colleges delivered 117,502 FTE places against this target in 2016-17. The SFC set
colleges a core activity target of 1,690,618 credits in 2016-17. Colleges delivered
1,699,760 credits against this target. They also delivered additional European
Structural Fund (ESF) credits, giving a total of 1,762,032. This represents an
increase in credits delivered of 0.5 per cent compared to 2015-16. This means that
2016-17 was the first year that activity has increased since 2013-14.
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36. To meet the national target, the SFC agrees targets with the college regions,
Newbattle Abbey College, Sabhal Mor Ostaig and SRUC.” In 2016-17, all the
colleges met their credit target except Newbattle Abbey College, which delivered
833 credits compared with its target of 926 credits. Newbattle Abbey College
accounts for 0.05 per cent of Scotland's college activity.

Student numbers increased by around four per cent in 2016-17

37. The number of college students increased by four per cent (8,483) in

2016-17, to 235,737 (by headcount). This is the largest number of students to

attend Scotland's colleges since 2013-14 (Exhibit 8). For more information on

how we present student numbers in this report, please see Appendix 1. O

Exhibit 8

Student population analysed by headcount 2011-12 to 2016-17
The college student population in 2016-17 was the highest since 2013-1
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The largest incfeéases in student numbers were in those taking
i urses, particularly those aged under 16

t Scotland's colleges 2017 (+), we reported that decreasing numbers

e it Marder for colleges to continue to achieve the national target. At that time, the
Saottish Government's focus was on full-time courses and students aged 16-24. This
led to significant decreases in part-time and older students.

39. It is clear that colleges have now changed their focus and in October 2017,
the Minister for Further Education, High Education and Science confirmed that
colleges no longer need to prioritise full-time education for 16-24 year olds.
Full-time student numbers remained almost unchanged in 2016-17 at 78,311.
Enrolments to part-time courses increased for the first-time since 2013-14:

e Part-time student numbers increased in 13 colleges, by a total of 13,464
students. Fife College accounts for more than half of this increase (7,066).


http://www.audit-scotland.gov.uk/uploads/docs/report/2017/nr_170622_scotlands_colleges.pdf
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e Part-time student numbers decreased in 12 colleges, by a total of 5,536. The
most significant decreases were in Ayrshire College (part-time students fell by
1,390) and North East Scotland College (part-time students fell by 1,433).

e Qverall the number of part-time students increased by 7,452 (five per cent)
to 166,520.

40. More school-age students are attending college (Exhibit 9). The Developing
the Young Workforce (DYW) programme means colleges are now offering more
vocational courses to school pupils from S4-S6. The number of students aged
under 16 attending college increased by 6,495, making up over 70 per cent

of the total increase. Over two-thirds of students aged under 16 were taking
courses not leading to a recognised qualification. This was the second year th

the number of students under 16 increased, following a trend of decreases
2011-12. Of students aged under 16:

® more now study at college than in 2011-12 (28,334 in 2016-17 compar
24,976 in 2011-12)

e most attend college part time, with only 391 under-16 stug delying
full time in 2016-17.

Exhibit 9
Change in number of students from the previous r,
The number of students aged under 16 has incre thelsec nd year in a row.
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ainment and retention, positive destinations, and student
satisfaction rates were similar to the previous year

41. Attainment rates measure how many students successfully completed their
course and gained the appropriate qualification. In 2016-17, attainment rates
dipped slightly, that is, by less than one per cent, for HE courses and full-time FE
courses. But they increased for part-time FE courses, from 74 per cent in 2015-16
to 77 per cent in 2016-17.2
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42. Retention measures the percentage of students who complete their course.
In 2016-17, retention remained relatively static, changing by less than one per cent
across all courses.

43. The SFC tracks successful full-time college leavers after they qualify, and
publishes this information in its College Leaver Destination report. The most
recent data shows the following:®

e For those qualifiers whose destinations could be confirmed, 94.9 per cent
went into positive destinations (for example, work or further learning). Of
all qualifiers, 82.7 per cent went into positive destinations compared to
82.6 per cent in 2014-15.

e Of all qualifiers, 66 per cent stayed in education or training. This is do
from 69 per cent in 2014-15. For those remaining in education, 85 pe&f cent
progressed to a higher level of study, 11 per cent stayed at the same\lgvel,
and four per cent dropped a level.

14 per cent in 2014-15. Over two-thirds were in a job relate ourse.

e Of all qualifiers, 4.4 per cent were unemployed or , his was
a slight increase from 3.8 per cent in 2014-

44. Over the past two years, the SFC has coor e tu atisfaction and

Engagement Survey. This asks college students ab@lit th xperience. Overall,
satisfaction remains high:

e 90.2 per cent for full-time stu ( ent in 2015-16).
e 94.6 per cent for part—ti% 93.1 per cent in 2015-16).
m

e 927 per cent for djstanc 88.1 per cent in 2015-16).

45. The SFC is aiming
not achieve this i the¥response rate improved on the previous year. The
response rate for
part-time ts

Ou

ificant. For full-time students in further education:™

e Attainment rates in 2016-17 ranged from 78.7 per cent (Orkney College) to
57.4 per cent (Fife College).

e Retention rates ranged from 86 per cent (Orkney College) to 65.6 per cent
(New College Lanarkshire).

e Qverall satisfaction ranged from nearly 100 per cent to 81 per cent at Fife
College.” Response rates to the satisfaction survey varied widely, from
80 per cent at Lews Castle College to eight per cent at North Highland.
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e Positive destinations for all full-time leavers ranged from 95 per cent at Orkney
College, to 71.2 per cent at Fife College. The proportion of leavers whose
destination could not be confirmed also varies. The unconfirmed rate ranges
from 1.3 per cent (North Highland College) to 21 per cent (Fife College).

47. Most colleges seem to be stronger on some performance indicators for full-
time FE courses than on others (Exhibit 10). The reasons for the variation in
performance outcomes are complex and will be influenced by factors such as local
deprivation levels in the communities served, ever more flexible learner pathways
— influencing increasing numbers of early withdrawals — and improved employment
opportunities, particularly for young learners.

For Information

Exhibit 10
Performance measure for full-time FE courses, by college
Outcomes for students vary significantly by college.

All colleges sorted by alphabetical order
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he SFC does not currently identify the factors that contribute to the

ds identified or whether there are any significant relationships between the
published measures. The Scottish Government is working on a project to improve
attainment and retention at colleges. This may provide an opportunity to further
investigate relationships within the data.

49. Another potential performance measure would be articulation rates, that is,
the number of students who progress from college to university. Up-to-date
information is not currently available on this, though the SFC is developing a
national articulation database.



Part 2. How Scotland's colleges Bes Inferfaatiaing | 25

Students from a wider range of backgrounds are going to college

50. Working in partnership with schools, universities and employers, colleges
offer an important route to gaining skills, improving employability or going into
higher education. Colleges play an important role in widening access to education
for those in deprived communities or with additional needs by increasing their
career prospects and helping them to achieve their individual potential.

51. The SFC has national priorities to increase the proportion of credits delivered
to students from deprived areas or who have been in care. They also track
progress on the proportion of credits delivered to students from ethnic minorities

or who have a disability. Exhibit 11 shows progress by the sector. The number of O

students from these groups has increased since 2011-12, despite large drops i
overall student numbers.

Exhibit 11
Proportions of credits delivered to students from selected group
The proportions of credits to students from these groups have been ing '
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Source: SFC

a key part in encouraging students from a wider range of
stay on in education, particularly in providing HE courses. Higher
ien courses taught in Scotland range fromm HNC and HND courses to post-
uate qualifications: 68 per cent of college HE entrants were on HNC or HND
programmes. In 2016-17, around 1,000 students at Scottish colleges (excluding
) were studying at degree level. Students entering HE courses at college are
more likely to be from deprived areas than those entering courses at HE institutions
such as universities. Students from the 20 per cent most deprived areas account
for 23 per cent (over 8,000 students) of HE entrants to Scotland's colleges. This
compares to 12 per cent at HE institutions. In 2016-17, HE entrants at colleges
accounted for 28 per cent (38,495 students) of all HE entrants in Scotland.
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Students from the most deprived areas tend to have lower levels
of attainment

53. In general, students from the least deprived areas do better than those from
the most deprived areas. This gap has increased since 2011-12:

e For FE students, the gap in attainment between the ten per cent least
deprived and ten per cent most deprived areas has increased from five
percentage points in 2011-12 to seven percentage points in 2016-17. In
2016-17, attainment for students from the ten per cent most deprived areas
was 62 per cent, compared to 70 per cent for students from the ten per
cent least deprived. O

e For HE students, the gap in attainment between these groups increased
7.5 percentage points in 2011-12 to 7.7 percentage points in 2016-17. Th
attainment gap narrowed between 2015-16 and 2016-17. In 2016-17, attalgkoent
for students from the ten per cent most deprived areas was 68,5 percent,

students, but lower for students with a disability or who
Students from all of the groups identified in Exhik
into work once they leave college.

Exhibit 12

Attainment on courses over 160 hours
There is an attainment gap for studefits fromdeprive eas, with a disability or who have been in care.
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55. Students from deprived areas are more likely to face barriers to attending
college; for example, they might struggle to cover the transport costs, or struggle

to afford food. Colleges have developed new approaches to tackle these problems.
For example: Glasgow Kelvin College has dedicated staff to provide support for
disadvantaged students; Dumfries and Galloway College provides transport to
students from remote areas; and South Lanarkshire College has been providing free
counselling for students and free sanitary products to all female students.

56. An independent review of the student support system in Scotland published
its findings in November 2017.® This review proposed:
e changing the structure of student support funding for college students O

* moving to one common funding system across both further and high
education with local face-to-face support.

57. The Scottish Government, SFC and Student Awards Agency faor Scotlan
(SAAS) are currently considering the review's recommendations.

Colleges have made limited progress in reducing ge
imbalance in certain courses

58. The gender balance across students in the s
as was the case last year. Female students re

broadly even,
)f the student

59. Both male and female part-time stude ; in 2016-17. The number
of male students increased by eight per cé 7 and the number of female

dents), compared to 24 per
students are now split almost evenly

numbers have dropped by 35
cent for males (26,405 student
between male and female f

is committed to increasing the minority
nced subjects through sharing identified good
n plan. It has made good progress in attracting

it needs to do more to improve gender imbalance in other

into social

subj ourses are particularly imbalanced. The SFC expects to see
pr m 2017-18 onwards.
0 s are trying to improve gender balance on college boards

61-In January 2018, the Scottish Parliament passed the Gender Representation

Public Boards (Scotland) Act 2018 (=] to improve the gender representation
on boards of Scottish public authorities. At February 2018, 16 colleges had more
men on their boards than women. Six college boards had twice as many men as
women, with the greatest gender imbalance at Orkney College (16 men to three
women).™ ' Seven colleges had more women than men on their boards, with
the largest gender imbalance being Borders College, with ten women and six
men. Three colleges had an equal balance: New College Lanarkshire, Edinburgh
College and Moray College.



http://www.legislation.gov.uk/asp/2018/4/contents/enacted
http://www.legislation.gov.uk/asp/2018/4/contents/enacted
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Exhibit 13
Subjects with greatest gender imbalances
Changes in the gender balance of some courses is relatively small.

Subject Male Female Percentage

students in studentsin  point change
® 2016-17 ® 2016-17 in minority

% % gender from
2015-16
Engineering 78 22 A O

Transport 93 7 v 4

~

R |p i e

Construction 89
.!..
q ' Health 24
: Social Work 14

Source: SFC

62. \We recognise that the gend anc
entirely under the control of es o

members of college boards is not
members are elected to their position.

63. UHI has taken steps f@impro e gender balance in the members of its
governing body (C page 29).
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Case study 1

UHI is addressing its gender balance

UHI had difficulty attracting female candidates to its governing body.
Its recruitment process in late 2017 saw 70 per cent of applicants being
men. One female governor was recruited through this process, but to

supplement this UHI ran another recruitment process using a different
approach. This included:
¢ changing the role description and person specification significantly
to make it accessible to a much wider audience, for example O

removing the requirement that applicants must have served on
boards before, and focusing on the skills needed for the role

* specifying that candidates should be able to demonstrate a
commitment to equality and diversity

° encouraging appropriate candidates by sharing the va Y
with local women's groups, for example the Highlan SS
Women's Club.

This resulted in better quality applicants, a greater
applicants and, ultimately, to three further fe
the UHI Court. When all three new governers
membership will be 11 men and eight wo

Source: Audit Scotland

)
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Part 3

Progress in the multi-college regions

Key messages

1 The three multi-college regional strategic bodies (RSBs) are fulfilli
their statutory duties by setting targets for individual colleges an
distributing funding. But the extent to which they are delivering t
anticipated benefits of regionalisation varies.

2 The University of Highland and Islands (UHI) Court has dexgood
progress in delivering the anticipated benefits of region
Since it became the RSB in 2014, it has focused on cha tores
and developing effective relationships among its a8 ges. regional

The RSB is helping colleges to balance in eXpepditure over ]
the medium-to-long term in a more sugtai allocating strateglc

Iearnlrlg activity and f_undlng in the regi lanning more bOdieS are
effective shared working and is working its incorporated o
colleges to explore opportunities fog@reate ration. fUlfI”lng

3 After a difficult start, the Glasg ages' Regional Board (GCRB) is stat_uto ry
making progress on cooglinatig@collabofative regional activity. Both duties but
GCRB and its assigned ¢ Sr nise that they need to do more H
work to deliver a fully giomal partnership. It will benefit from reglonal

e more effective, particularly with the benefits va ry
g significant merger activity in Glasgow.

tion in Lanarkshire have come about mainly
colleges to create New College Lanarkshire.

llege are working together to meet core statutory
ut the regional arrangements are not delivering any

regional strategic bodies (RSBs) in the three multi-college
ions are fulfilling their statutory duties

64. As part of its reform of post-16 education, the Scottish Government
established a regional approach to further education. The aim was to make

the sector more efficient and responsive to the needs of students and local
economies. Across Scotland, 13 regions were created. Three of these contain
more than one college: Glasgow, Highlands and Islands, and Lanarkshire. In these
three multi-college regions, RSBs oversee the assigned colleges.” They are
responsible for:
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e strategically planning college education across the region
e allocating funding to assigned colleges
e monitoring how their assigned colleges perform

e overseeing the delivery of the regional outcome agreement, which sets out
what colleges in a region will deliver in exchange for funding.

65. All three RSBs in the three multi-college regions are structured and operate
differently:

e The Court of the University of Highlands and Islands (UHI) existed befo
regionalisation, but was established as the RSB in August 2014. It seglired
operational fundable body status in April 2015. To carry out its regio
body role, UHI established a committee of its Court, called the Furth
Education Regional Board (FERB). The RSB function within the univer
requires a small number of dedicated staff and its operating i
2017-18 is around £325,000. Nine colleges are assigned colleg

— five incorporated colleges: Inverness, Lews Castle, Mo
Highland and Perth.

— four non-incorporated colleges: Argyll, Or Sh andWVest Highland.

Uniquely to UHI, assigned colleges are a ca ic ers of UHI for
delivering higher education.

Glasgow Clyde College
RSB activities in 2017-18
were highlighted in a

red operational fundable body status in August
e regional governance arrangements or additional
relatively little additional cost. This is estimated to be
f £50,000 a year and is shared between the two colleges,
ing 60 per cent and South Lanarkshire College 40 per cent.

change in the financial and accountability relationships between the SFC and
theassigned colleges in these regions.

7. In Scotland's Colleges 2016 (+), we reported that none of the three multi-
college RSBs was operating as intended. The regional arrangements are still
relatively new. As they have been established alongside significant reform in college
mergers, we expect that it will take some time for RSBs to be operating fully
effectively. We are seeing the culture in assigned colleges is beginning to change.
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Progress in meeting the aims of regionalisation varies

68. All three multi-college RSBs now fulfil their core statutory duties. But the

extent of their progress in meeting the wider aims of regionalisation varies. The
remainder of this section considers what each RSB has done since it was created.

UHI

69. UHI has made good progress in meeting the wider aims of regionalisation. It
has invested a lot of time and effort in building relationships between the assigned

colleges, and establishing a more collaborative culture. Colleges are now more
willing to share best practice and services to generate greater efficiency. For

example, Inverness College recently appointed a Director of Finance on the basis of
her becoming the joint Director of Finance at both Inverness and Moray colleges

70. UHI has been developing a clear sense of purpose, with a regional strat
further education. It has invested in staff and revised structures to reflect its
responsibilities and deliver its aims. This has included appointing a Vi
of further education and other dedicated staff. It has also been develepi
policies and management information systems. For example, it is:

e delivering significant increases in found
graduate apprenticeships by planning an
regional basis through its work-based learnin

e using data better to help it report @ ely against its plans.

71. UHI has been strengtheni untabity of its assigned colleges by
developing more effective perf ce menitoring arrangements. This has been

prompted by the lessons le fr revious financial difficulties in Moray

College. Its audit committ inancial’and general purposes committee now
of all individual colleges across a range of

both look in detail at the
measures. As a re

in securin
approach

7, UHI agreed a funding model for allocating further education credits

between colleges in a way that maintains financial stability at individual colleges

meets the regional targets agreed with the SFC.

73. UHI is working with four of its five colleges to explore options for greater

integration. Its aims are to simplify UHI's structure and governance arrangements,
deal more effectively with future financial pressures, and deliver benefits for staff
and students. The agenda is at an early stage, with UHI yet to consult colleges on

specific proposals or the potential benefits from greater integration.

nd about the colleges' financial sustainability.
UHI recognis there is scope for further improvement, particularly

For Information
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GCRB

74. Following its creation, GCRB had weaknesses in governance arrangements,
highlighted in a statutory report in 2014/15. This contributed to it taking three
years to achieve fundable body status. GCRB has also experienced instability in
its leadership, with three permanent and two interim chairs in four years, with
its current chair being appointed in January 2018. GCRB is now benefiting from
greater collaboration and integration in the areas outlined below. However, the
current chair acknowledges that greater stability is needed to make GCRB more

effective than it has been, and she is working with the three assigned colleges
and their boards to agree a joint vision.

75. GCRB reviewed the region's curriculum in 2014 prior to publication of the
Glasgow College Region Curriculum and Estates Plan 2015-2020. This led to
changes in the number and content of courses, the closure of a campus th as
no longer fit for purpose and a transfer of credits between colleges.

tion in
trategy se
e regional

76. GCRB launched Glasgow's Regional Strategy for College Educ
October 2017, which sets out the regional priorities for 2017-22.
an overarching ambition of building an inclusive, responsive and effeg
college system. To deliver this, GCRB and its assigned colleges 3
forward a number of regional initiatives:

e Coordinating the way school students moveéinto f ddeation across
the Glasgow region and developing waygfor Students to e easily from
the three colleges to Glasgow University.

th urses colleges provide,

approach gives learners a

e Coordinating curriculum hubs that joj
to match economic and employer nge
better chance of getting a job n 2 college. The hospitality hub,
for example, is run by o 0 across the colleges and shares
teaching materials, asse nts students.

)

evelop individual college and regional
g and mathematics (STEM) strategies. The

ional work, on average, for one day a week.

Distributing capital funding to colleges against an agreed set of criteria,
linked to regional priorities.

e Monitoring and scrutinising colleges’ finances and performance on an
ongoing basis.

71. Prior to the creation of GCRB, the colleges in Glasgow established the
Glasgow Colleges Group in response to the regionalisation agenda. This group
still exists for the three colleges to take forward operational issues on a city-wide
basis. GCRB staff are members of this group and contribute to the work of the
group. GCRB staff membership also provides a link back to the regional board.
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78. Senior staff and board members we spoke to from GCRB's assigned colleges
expressed mixed views about the additional benefits the regional body brings.
The majority acknowledge the benefits of having a regional body to support
collaborative working, but some see it as an unnecessary additional cost and layer
of bureaucracy. If GCRB is going to become more stable and add more value, it
needs to address these concerns.

Lanarkshire

79. The benefits of regionalisation in Lanarkshire have come about mainly through

the merger of three of the four Lanarkshire colleges (Coatbridge, Cumbernauld

and Motherwell colleges) to create New College Lanarkshire. For example, it

has been able to review and rationalise the courses provided by its predecessor O

colleges and harmonise policies and ways of working. New College Lanarkshi
provides courses across the Lanarkshire region, including in South Lanarkshi

80. The current regional structure, with South Lanarkshire College being assigned
to New College Lanarkshire, adds very little value to regional college provisio

Both colleges are working together to meet core statutory require
as having a Regional Outcome Agreement (ROA), but, beyond thi ificant

arrangement is not ideal, creating duplication with iveringanyfbenefits. They
also share concerns about making further effor; [
Y healthy financial
position and its board members see no additional b ' e gained from any

period in merging its three predecessor co dis focusing on addressing its
current financial difficulties page 15.

82. The colleges have indicate de raphics and infrastructure are also
a barrier to greater cross-La hi S€ rationalisation. Distances between

New College Lanarkshire' es South Lanarkshire College are greater
than the distance to coll ow. There are also relatively poor transport
links across Lanarksfi ed with good transport links to Glasgow. Both
colleges share co t sSAIfting courses between the colleges could
potentially en ocal students to look at courses in Glasgow than
within the

ed above or that its colleges have explored opportunities
tive regional working. Since 2015-16, the board and its finance

tegies to minimise negative impact and maximise opportunities which
arise'. The board has yet to confirm when this will be developed and approved.

re is some evidence that the colleges are beginning to look at other ways of
working together more efficiently. For example, the remit for a review of regional
finance structures will be taken to the regional finance committee in June 2018.
However, these developments are still at an early stage.
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Despite the regional arrangements, assigned colleges must also
report to the SFC

84. Assigned colleges are accountable to their RSB for the local delivery of further
education and meeting locally agreed targets. Each RSB is accountable to the SFC
for delivering further education across the region. Despite the introduction of RSBs,
the SFC still requires assigned colleges in multi-college regions to submit a number
of specific data requests directly to them. It has required college-level responses to
new initiatives, such as gender action plans and to its condition survey, rather than
asking for regional responses. Assigned colleges tell us that this not only creates
confusion around accountability, but that the requirement to provide data to both
their RSB and the SFC can place an additional burden on them.

N
)

Q<§
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Endnotes

1 Scotland’s colleges 2017 (+), Audit Scotland, June 2017; Scotland’s colleges 2016 (+), Audit Scotland,
Scotland’s colleges 2015 @ Audit Scotland, April 2015.

2 Until 1992, all publicly funded colleges were run by local authorities. Under the Further an
1992, most of these colleges established their own corporate body and boards of manag
took over responsibility for the financial and strategic management of the colleges. These
colleges and produce accounts subject to audit by the Auditor General for Scotl
referred to as non-incorporated colleges. Scotland’s Rural College (SRUC) is classéd as a higher education institution but counts
towards the achievement of the national target for colleges.

s of management
red to as incorporated

3 Orkney College and Shetland College are controlled by the respective local aut
financial year end as the local authority.

4 These are produced by HM Treasury and published on the .go Si

5 Incorporated colleges only.

6 Written evidence submitted by Colleges Scotland to the Scottl ffa ommittee, March 2018.

7 The other non-incorporated colleges (Orkney, Shetlan@ ighland and Argyll) are part of the Highlands and Islands region.

8 Attainment and retention figures are derived fr, he ormance Indicators for 2016-17.

9 Positive destinations are from the most nt vailable (2015-16), and represent only known destinations. The destination
data is for all full-time students (including b Ea E), except for UHI and SRUC where the HE data is not available.

87 per cent of leavers' destination e confifined (86 per cent in 2014-15).

10 Based on SCQF level. SCQF le information was available for 87 per cent of college leavers.

11 HE figures have been exgl E data for UHI colleges and SRUC is reported differently.

12 2016-17 was only the s&€e at the SFC has collected satisfaction data across all colleges and modes of study. The SFC
publishes stude fac Ults on a sector-wide basis but not currently for individual colleges due to the variation in

response rates{f@ colleg rveys. It is working with colleges to improve their survey response rates.

Students: Fairness, Parity and Clarity, Student Support Review in Scotland, Autumn 2017.

t give their gender or described it as 'other'.

College is one of two colleges run by the local council (the other being Shetland). The college board members are determined
he council. The Accounts Commission'’s recent Best Value report identified a gender imbalance across councillors for Orkney
Islands Council. (Best Value Assurance Report: Orkney Islands Council @ Accounts Commission, December 2017).

17 Under the Further and Higher Education (Scotland) Act 2005 every incorporated college is either designated as a regional college
or assigned to a regional strategic body.

18 The 2014/15 audit of Glasgow Colleges' Regional Board @ Auditor General, March 2016.
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Appendix 1

Audit methodology

Our audit involved the following:

e Analysing relevant Scottish Government budget documentation, colle
audited accounts and auditors' reports covering the financial periods €nding
July 2017.

® Analysing information held by the SFC, including performance aQe activity data.

e |nterviewing a wide range of stakeholders. These included
principals, senior college staff, regional chairs, Colleges Sc@
student unions, trade unions, the SFC and the Scotii

e Data we requested from colleges' local gxte au

This report focuses on incorporated colleges. We
data relating to non-incorporated colleges.

cleaily where we include

Detailed methodology for specific e report:
Underlying financial positio
Incorporated colleges reported ficit of £20.5 million in their 2016-17
audited accounts. This com rall deficit of £19.4 million in 2015-16
audited accounts. In repor ing financial position we have used the
SFC's data for each coll the accounts direction it issued in 2017.

Calculating stud
In this report we f dent numbers by headcount, drawn from the

if a student had been enrolled at two colleges in 2016-
e counted once. Where we show full-time and part-time
is will include multiple enrolments.

ious college overview reports, we have presented student numbers for
rpofated colleges only. For Scotland's colleges 2018, we have expanded our
analysis to include non-incorporated colleges and SRUC to give a comprehensive
ure of performance against the Scottish Government's national target for
earning activity. If we analyse only the incorporated colleges in line with our
approach last year, we see that headcount has increased by four per cent, and
the trend is the same as for the whole sector.

The student population data from the SFC's Infact database includes the data for
Argyll and West Highland Colleges within the figures for North Highland College,
so we are unable to identify trends in the student numbers data for these
colleges separately.
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Appendix 2

Scotland's college landscape 2018

Region

Aberdeen and
Aberdeenshire

Ayrshire

Borders

Dumfries & Galloway College

Edinburgh College

Fife College

Forth Valley College

City of Glasgow College

Glasgow Clyde College

Glasgow Kelvin College

Argyll College

Inverness College

Lews Castle College

Moray College
Highlands and North Highland College
Islands 16 Orkney College

17  Perth College

18 Sabhal Mor Ostaig

19 Shetland College

20 West Highland College

21 New College Lanarkshire

Lanarkshire -
22 South Lanarkshire College

Tayside 23 Dundee and Angus College
West 24 West College Scotland

I West Lothian 25 West Lothian College
n/a 26 Newbattle Abbey College
n/a 27 SRUC

Note: The map shows the 20 incorporated colleges, the six non-incorporated colleges in Scotland (in bold) and Scotland’s
Rural College (SRUC) which is classed as a higher education institution but counts towards the achievement of the national
target for colleges.

Source: Audit Scotland
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