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Agenda

23 May 2019
AUDIT COMMITTEE

Boardroom, Falkirk Campus at 4.30pm
Refreshments will be available from 4pm

AGENDA

1. Declarations of interest

2. Apologies

FOR APPROVAL

3. Minutes of meeting of 4 December 2018
4. Matters Arising - None

5. Internal Auditor Appointment (to follow)
6. External Audit Plan

FOR DISCUSSION

7. Presentation of Internal Audit Reports

a) People Strategy

b) Mental Health Services
b) Project Manageme
8. 2018/19 Internal Audit.Pla 0 s Report

udit ommendations

9. Progress Report

o

Alison Stewart

Ernst & Young

Scott Moncrieff

Scott Moncrieff

Stephen Jarvie

10. National ative 2018/19 Alison Stewart
11. Scottish G ent Audit & Assurance Committee Handbook 2018 Alison Stewart
12. i ement Alison Stewart

Review of Risk
1 Any other competent business
R INFORMATION

Forward Programme of Committee Business

Good practice note on improving the quality of college annual report and accounts — Governance

Statements
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Boardroom, Falkirk Campus (commencing at 5.30pm)

Present: Mrs Lorna Dougall (Chair)
Mrs Pamela Duncan
Mr Lindsay Graham
Mrs Beth Hamilton
Mr Steven Torrie (Co-opted Member)

In Attendance: Dr Ken Thomson, Principal

Mrs Alison Stewart, Vice Principal Finance and Corporate Af
Mr Stephen Jarvie, Corporate Governance and Planning O
Mrs Hannah Ritchie, Director of Curriculum Care, Sport a
Mrs Senga McKerr, Head of Finance (HOF) for items A/18/
Ms Louise Burnett, Finance Manager (FM) for it A/18/01
Ms Elizabeth Young, Scott Moncrieff

Mr Stephen Reid, Ernst & Young

The first two items were considered in conjunction with inance Committee.
A/18/012 Annual Report and Financial 7/
The HOF presented members wi ual report and financial statements. She

report, noting that the College was still

considered to be a going nd that the financial year had concluded with a

surplus.

Members quer. he es for “days cash” on page 9 of the report which showed
this had ris 0 the previous year to 60 days. The HOF reported that this
change tio the funding used to pay Balfour Beatty as they work on the

Iso'noted that, in the section on going concern, the statement had been
s a double negative and should be rewritten to be clearer. The HOF agreed
ould be changed in the final version of the document.

VPFACA also provided Audit Committee members with an update on
developments with the Barclays covenants (as previously discussed at this meeting by
the Finance Committee), noting that Barclays were amenable to removing the
covenants so long as the College remained an arms length public body and have a
million pounds in the bank at the end of each quarter. This change has yet to be
finalised so was not included in the accounts.

a) Members approved the Annual Report and Financial Statements 2017/18 for
recommendation to the Board of Management
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A/18/013 Draft External Audit Annual Report to the Board of Management

Stephen Reid, Partner, Ernst and Young, presented members with the draft report
from Ernst & Young. He provided an overview of the audit and the areas they ha
looked at, including new risks for the College sector which had been identifiedgh
Audit Scotland but which the audit had not found in the College. He reporte
there had been no adjustments identified and he envisioned issuing an unqu
report on the accounts.
Members expressed their appreciation for the Finance team on a succes

a) Members approved the Draft External Audit Annual report for sub
Board of Management

Members of the Finance Committee exited the meeting at this point.
A/18/014 Declarations of Interest

None
A/18/015 Apologies for Absence

Mandy Wright (Co-opted Membe

A/18/016 Minute of Meeting of 6

The minutes of the
record.

A/18/017 Matters Arisin

@ oted that members had requested an update to the College assurance map
d d that this was included with the papers as a “for information’ item.

nual Internal Audit Plan 2018-19

A/ irs Report to the Board of Management

The Chair presented members with the annual report to the Board of Management
on the Audit Committee.

a) Members approved the Chairs Report for submission to the Board of Management

A/18/019 Presentation of Internal Audit Reports

Elizabeth Young, Scott Moncrieff, presented members with reports on credits and
student funds.
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A/18/020

A/18/021

A/18/022

She informed members that both reports were clean with only one low level
recommendation.

a) Members noted the content of the report

Progress Report on Audit Recommendations

The CGPO presented members with an update on progress against recommendations;
noting that a large number had been completed.

He highlighted one recommendation where the College were seeking an extension to
the completion date and explained the reason for this. . Members ‘agreed to the
extension.

While discussing the recommendation relating to'GBPR, members queried whether
College staff take exam scripts home to reviewgthemult was agreed that the CGPO
would look into this and report back at the nextimeeting under matters arising.

a) Members noted the content of.the report
Risk Management

The VPFACA presented membersywithithe revised College Strategic Risk register. She
reported that the risks had beentcompleted revised following the discussions and
suggestions at the September Board of Management Strategic Session.

She highlighted'that an‘additional risk had been added to reflect information coming
through togheCollege.in relation to an increase in employer’s pension contributions
for the teachers“pension scheme. She went on to outline the rational for this risk and
the potentiahimpact on the College. This is dependent upon the next round of funding
from Scottish'Government which may address this additional cost.

The Pein€ipal informed members that the register would be further developed to
ensure opportunities available to the College are also captured and that he would be
working with the Directors of Curriculum on this.

He also discussed cyber security threats to the College, noting recent training he had
been on and how the sector was looking into this.

a) Members welcomed the updated risk register and noted the contents
Private Discussion between Committee and Auditors (Verbal)
a) Both External and Internal Auditors noted that there was always good

cooperation and good communication with staff when they were engaging in
audit activity. They noted that FVC was at the good end of the College
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performance spectrum which was positive given the ever changing FE sector
landscape. The changes to the Finance Team had bedded in well and there was
a good quality of engagement.
b) The Audit Committee should continue to challenge the SMT to ensure that th
Board was receiving sufficient information to support decision-making.
c) Future considerations for the Audit Committee would continue to .

the new campus would continue to be a risk until fully delivered an
and the impact of the move on staff should continue t uti
controls involving the demonstration of new layoutsfand hands
with new software were providing good preparation.
A/18/023 Review of Risk
None

A/18/024 Any Other Competent Business

None
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1. Purpose

To present the draft External Audit Plan for year ending 31 July 2019 for approval by the Audit
Committee.

2. Recommendation
That the Audit Committee approves the draft External Audit Plan.

3. Background

Valley College. The Plan also sets out the framework and
audit for year ending 31 July 2019 will be carried out.

4. Key Considerations

Ernst Young have worked with senior College staff eate the plan along with guidance issued
by Audit Scotland.

5. Financial Implications

Fees are outlined in the at&&ent.

6. Equalities

Assessment i : - O No

y — Not applicable
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7. Risk

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

Please describe any risks associated with this paper and &
process in place is very robust and preparations for the annua

ociated mi g actions — The
dit are already underway

Risk Owner — Alison Stewart Action Owner awart

8. Other Implications -

Please indicate whether there are implications, fo a below.
Communications — Yes [1 No nd Safety — Yes [ No X
Please provide a summary of t im s — Not Applicable

Paper Author - Stephen Ja SMT Owner — Alison Stewart

)
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About this report

This report has been dance with Terms of Appointment Letter from Audit Scotland dated 31 May 2016 through

2016/17 to 202
This report i

f the College and is made available to the Auditor General for Scotland and Audit Scotland (together
as not been designed to be of benefit to anyone except the Recipients. In preparing this report we have

mation (Scotland) Act 2002, through a Recipient's Publication Scheme or otherwise) and chooses to rely on this
any part of it) does so at its own risk. To the fullest extent permitted by law, Ernst & Young LLP does not assume any
ility and will not accept any liability in respect of this report to any party other than the Recipients.

If at any time you would like to discuss with us how our service to you could be improved, or if you are dissatisfied with the service
you are receiving, you may take the issue up with Stephen Reid who is our partner responsible for services under appointment by
Audit Scotland, telephone 0131 777 2839, email sreid2@uk.ey.com. If you prefer an alternative route, please contact Steve Varley,
our Managing Partner, 1 More London Place, London SE1 2AF. We undertake to look into any complaint carefully and promptly and
to do all we can to explain the position to you. Should you remain dissatisfied with any aspect of our service, or with how your
complaint has been handled, you can refer the matter to Diane McGiffen, Audit Scotland, 4th Floor, 102 West Port, Edinburgh, EH3
9DN. Alternatively you may of course take matters up with our professional institute. We can provide further information on how you
may contact our professional institute.

Forth Valley College | Annual Audit Plan 2018/19




Executive summary EY

Purpose of this report

The Auditor General for Scotland has appointed us as auditor of the College under the Public Finance and
Accountability (Scotland) Act 2000 (“the Act”). The period of appointment is 2016-17 to 2020-21
inclusive.

This Annual Audit Plan, prepared for the benefit of Forth Valley College management and the Audit
Committee, sets out our proposed audit approach for the audit of the financial year ending 31 July 2019,
the third year of our appointment. In preparing this plan, we have updated our understanding of the
College through planning discussions with management, review of relevant documentation and Bog
committee reports, and our general understanding of the environment in which the College is ¢
operating.

A key objective of our audit reporting is to add value by supporting the improvement of t
money. We aim to achieve this through sharing our insights from our audit work, o :

form our audit recommendations to support the College in improving its pract
management and control, as well as around key aspects of the wider scope di

in May 2016; relevant Auditing Standards and applicable Practice
Council; relevant legislation; and other guidance issued by A

Financial statement audit

We are responsible for conducting an audit of the
opinion on the financial statements as to whether:

» They give a true and fair view in accordance
and directions made thereunder by the Sc ding Council of the state of the College’s affairs as
at 31 July 2019 and its surplus or defi

» They have been properly prep in ordance with United Kingdom Generally Accepted Accounting
Practice, including FRS 102: T anc eporting Standard applicable in the UK and Ireland.

» They have been properly p in dance with the Further and Higher Education (Scotland) Act
er issued by the Scottish Funding Council, the Charities and Trustee

College along statements.
Wider scope

The wi , as set out in the Code, plays a key role in the public sector audit framework in
er scope audit focus areas for 2018/19 have been identified during our audit planning.

nning materiality Materiality has been set at £670,000 (2017/18: £560,000), which represents

£670,000 approximately 2% of the estimated gross expenditure for the year.
Tolerable Error Tolerable error has been set at £500,000, which represents 75% of materiality.
£500,000

Summary of We will report all uncorrected misstatements relating to the primary financial
uncorrected statements greater than £30,000. Other misstatements will be communicated
differences £30,000 to the extent that they merit the attention of the Audit Committee.

Forth Valley College | Annual Audit Plan 2018/19



Executive summary - dashboard EY

The following ‘dashboard’ summarises the significant accounting and auditing matters outlined in this
report, providing an overview of our initial risk assessment and any change in risk profile in the year.

Financial statements audit

Risk / area of Risk Change

focus identified from PY —

Risk of fraud in | Fraud risk / No In accordance with ISA (UK) 240, we consider the presu
revenue and Significant change
expenditure risk the nature of SFC funding to the College, we have re
recognition the risk of fraud around this specific income stream
extend our work to consider the recognition of expe
in accordance with Practice Note 10, issued
Reporting Council, as applicable to public s
Misstatement Fraud risk No As identified in ISA (UK) 240, m
due to fraud or change position to perpetrate fraud d
error accounting records directly or
fraudulent financial statements
would otherwise appear to be ope
Property, Plant Inherent No Given the value of the ge's estate and the number of
and Equipment risk change assumptions which a the valuation process, we
assign a higher inhe property, plant and
equipment.
Pension Inherent No anj/inherent risk in relation to the
liabilities risk change h n liabilities. The College is an admitted

irk Pension Fund. There is judgement

o calculate the College’s net pension liabilities
om its participation in the scheme.

Independence

ient"'and engagement continuance procedures, included in which is
dence to act as your external auditor.

We confirm that we have undg
our continuing assessment o

Key contacts

Olga Potapova, Manager Tom McGowan, Senior
opotapova®uk.ey.com tmcgowan®uk.ey.com

& Young LLP, 144 Morison Street, Atria One, Edinburgh EH3 8EX

Forth Valley College | Annual Audit Plan 2018/19






1. Financial statements and accounting EY

The annual financial statements enables the College to demonstrate accountability for, and its
performance in the use of its resources. They are prepared in accordance with proper accounting practice
and applicable law.

Audit opinion

We provide an opinion on the financial statements as to whether they give a true and fair view of the

requirements of the Further and Higher Education (Scotland) Act 1992 and directions made the
the Scottish Funding Council, the Charities and Trustee Investment (Scotland) Act 2005, and reg
of The Charities Accounts (Scotland) Regulations 2006 (as amended). We also review and
consistency of the other information prepared and published by the College along with its
statements.

obal Audit
esponse to

We undertake our financial statements audit work in accordance with the fou
Methodology: Planning; Identification and assessment of risk; Design and exec
those risks; and Conclude and communicate.

Audit approach

We determine which accounts, disclosures and relevant assertions ¢ ain risks of material

misstatement. Our audit involves:

ial statements, whether due to
to\those risks, and obtain audit
b for aur opinion.

» ldentifying and assessing the risks of material misstatem
fraud or error, design and perform audit procedu
evidence that is sufficient and appropriate to

the audit in order to design audit procedures
rpose of expressing an opinion on the

» Obtaining an understanding of internal control r
that are appropriate in the circumstances, but.not

s used and the reasonableness of accounting
ent.

» Evaluating the appropriateness of acco@nt
estimates and related disclosures m

» Concluding on the appropriaten gement’s use of the going concern basis of accounting.

» Evaluating the overall pres ure and content of the financial statements, including the

disclosures, and whether

manner that achieves fai n
» Reading other info 0 ined in the financial statements, including the board's statement that
the annual report alanced and understandable, the Audit Committee reporting appropriately

addresses ma

of detail of transactions and amounts. For 2018/19 we plan to follow a predominantly
roach to the audit as we have concluded this is the most efficient way to obtain the level
ssurance required to conclude that the financial statements are not materially misstated. Our
oach includes the use of our bespoke data analysers to allow us to analyse 100% of the
College's transactions around key income and expenditure accounts rather than rely on random

S ling.

Forth Valley College | Annual Audit Plan 2018/19



1. Financial statements and accounting EY

Materiality

For the purposes of determining whether the financial statements are free from material error, in
accordance with ISA (UK) 320 we define materiality as the magnitude of an omission or misstatement that,
individually or in the aggregate, in light of the surrounding circumstances, could reasonably be expected to
influence the economic decisions of the users of the financial statements. Our evaluation of it requires
professional judgement and necessarily takes into account qualitative as well as quantitative
considerations implicit in the definition. We would be happy to discuss with you your expectations
regarding our detection of misstatements in the financial statements.

Gross expenditure on provision of services, excluding the ‘gross-up’ of income anc expenditure for the
College = £33,7 million

Planning Planning materiality (PM) - the amount over which we anticipate mi
materiality would influence the economic decisions of a user of t inancia .
£670,000 planning purposes, materiality for 2018/19has been sé 0,000 (2017/18

£560,000). This represents approximately of the College’s report gross

expenditure for the prior year (2017/18:

ount balance, which is set so
yregate of uncorrected and
ave set it at £500,000 (2017/18
materiality.

Tolerable Error Tolerable error (TE) - materiality at an ind
£500,000 as to reduce to an acceptably low le
undetected misstatements

£420,000) which represen

Summary of Audit Summary of Audit Differ inal amount - the amount below which
Differences misstatements whether indi accumulated with other misstatements,
£30,000 would not have a ma the financial statements. The Code requires
that auditors report n £250,000. We have set it at £30,000, which
represents 5% o i

Q

The amount we consider materi d he audit may differ from our initial determination. At the
u, our final opinion by reference to all matters that could be
ents, including the total effect of any audit misstatements, and

significant to users of the fi
our evaluation of materiafi

Our evaluation requirgs jonal judgement and so takes into account qualitative as well as quantitative
considerations implied ‘

that could drive materiality for the users of the financial statements. Accordingly we
is appropriate to use lower levels of materiality for some areas of the financial statements,

eriality of £1,000 to our audit consideration around the remuneration report and related disclosures.

» Related party transactions - related party transactions are considered material when they are material
either party in the transaction. As such, we do not apply a specific materiality to related party audit work
but consider each transaction individually.

Forth Valley College | Annual Audit Plan 2018/19



1. Financial statements and accounting EY

We have set out the significant risks (including fraud risks) identified for the current year audit along with
the rationale and expected audit approach. The risks identified below may change to reflect any significant
findings or subsequent issues we identify during the audit.

Significant risk - risk of fraud in income and expenditure recognition

What is the risk?

Under ISA 240 there is a presumed risk that revenue

Our identified response to the risk

Our response will include:

may be misstated due to improper recognition of > review and test all relevant income and
revenue. In the public sector, this requirement is expenditure policies against the re
modified by Practice Note 10, issued by the Financial accounting standards and SORP
Reporting Council, which states that auditors should also .
. . . . » review, test and challenge m
consider the risk that material misstatements may occur .
) . . oy around any accounting es
by the manipulation of expenditure recognition. . .
income and expe er
Given the nature of Scottish Funding Council (SFC) evidence of bi
funding to the College, we rebut the presumed revenue > develop a tes test material
recognition risk for this income stream. However we i ams
recognise a revenue recognition risk for tuition income .
> d testing on

and other material income in respect of possible
manipulation of cut-off around the financial year end.

We also recognise the same risk around incorrect
recognition of non-pay expenditure in line with Practice
Note 10.

Fraud risk - misstatement due to fraud or error
What is the risk?

Management has the primary responsibility to preven
and detect fraud. It is important that manageme

tified response to the risk

ed on the requirements of auditing

standards our approach will focus on:

the oversight of those charged with gover > identifying fraud risks during the planning
in place a culture of ethical behaviour a stages
control environment that both defers L .
fraud » inquiry of management about risks of fraud
’ and the controls put in place to address
The risk of management overrij o the those risks
audit and impacts the testin > consideration of the effectiveness of
responsibility is to plan and ts to obtain management's controls designed to address
reasonable assurance z the risk of fraud
statements as a who » determining an appropriate strategy to
misstatements whet by error or fraud. As g an appropriat 9y
. . address those identified risks of fraud
auditors, we a gagement with a }
questioning cepts the possibility that a » performing mandatory procedures
material mi ue to fraud could occur, and regardless of specifically identified fraud
design procedures to consider such risk. risks, including testing of journal entries
; t of the fact that management are in a and other adjustments in the preparation of
override controls which otherwise the financial statements
operating effectively. » specific focus on the accounting for any

the noted risk around recognition of income and
ture, we have not identified a specific account
the risk of management override is higher.

identified key areas of judgement and
estimates in the financial statements and
significant and unusual transactions. This
will include consideration of any provisions
requiring to be made as at the balance
sheet date for any restructuring
arrangements entered into by the College.

> Significant and fraud risks identified in the audit relate to the risk of fraud in income and expenditure
recognition. We also perform procedures to respond to the risk of misstatement due to fraud or error
caused by management override of controls.

> We will report our findings in these areas to you within our 2018/19 Annual Audit Report.
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1. Financial statements and accounting EY

We have identified other areas of the audit, that have not been classified as significant risks, but are still
important when considering the risks of material misstatement to the financial statements and disclosures
and therefore may be key audit matters we will include in our audit report.

Inherent risk - Valuation of Property, Plant and Equipment

What is the risk? Our identified response to the risk

The College’s property portfolio totals £40.1 Our approach will focus on:

million as at 31 July 2018, with the major > analysis of the source data and j
elements of this being in respect of land and the procedures used by manag
buildings. Land and buildings are revalued to fair to establish whether

value with a full revaluation taking place at least
every five years. The last full valuation of existing
land and buildings was undertaken in July 2015,
with a subsequent interim valuation performed at
31 July 2017. During 2018/19, management is
planning to perform a full valuation of the Alloa
and Stirling campuses.

» assessment of the
assumptions and
compliance with th

Y

Y

The College is currently planning a new £78 million
Falkirk Campus. Construction completion is
expected by the end of 2019. Management intends

to commission a valuation as at 31 July 2019.
College estate that has not been

ected in the financial statements or most
recent formal valuation.

tailed testing of the assets under construction

The Board has approved the sale of the old campu
building at £4 million (approximately in line with
the current net book value) after the College take
possession of the new campus. All proceeds -
the sale are part of the funding of the n m balance at the yearend, ensuring costs
building under the agreed arrangemen ith the capitalised meets the capitalisation criteria

SFC. under the applicable financial reporting
framework.

the tt a
he ation,
erty, plant

Given the size of this balance
number of assumptions are
we assign a higher inheren
and equipment.

We do not, howeverfa
any specific concer
approach to p.

anning stage have
agement’s

specialists in the preparation of these accounting valuations. We utilise our own specialists,
riate, to support the core audit team in the performance of audit procedures on these

Forth Valley College | Annual Audit Plan 2018/19



1. Financial statements and accounting EY

We have identified other areas of the audit, that have not been classified as significant risks, but are still
important when considering the risks of material misstatement to the financial statements and disclosures
and therefore may be key audit matters we will include in our audit report.

Inherent risk - Valuation of Pension Liabilities

What is the risk? Our identified response to the risk

The College participates in two pension schemes: Our approach will include:

the Falkirk Pension Fund (FPF), and the Scottish > obtaining an actuarial report at the

Teachers Superannuation Scheme (STSS). While date for the scheme and consid

both are defined benefit pension schemes, the reasonableness and consisten ptio
College is unable to identify its share of the underpinning such r dance

underlying assets and liabilities of the STSS available
scheme on a consistent and reasonable basis and
therefore, the scheme is accounted for as if it were
a defined contribution scheme.

» performing substa
verification of the p
with the aud

FPF is accounted for as a defined benefit scheme. protocols out by Audit Scotland for IAS 19

The net pension liabilities on the balance sheet assurancg

arising from participation in the scheme at 31 July

2018 were £7.9 million.

In late 2018, a High Court ruling was made in
relation to the equalisation of certain pension
benefits payable to men and women, which coul
impact the measurement of the College’s
obligation in the Falkirk Pension Fund scheme
going forward. The quantum of impact on th
College’s share of the scheme liabilities
unclear and deemed unqguantifiable at
approval of last year's financial s
actuaries and pension schemes c
through the impact of the ruli
member benefits.

sistency and appropriateness of

ions underpinning the valuation of the
sion schemes, and how the impact of the
ruling has been considered in the pension
bility valuation.

we will also review the calculation of the
College’s valuation of future early retirement
liabilities at 31 July.

In addition the College reco ision for
future early retireme ihi

of 31 July 2018.

» Accounting sion deficit is assessed as an inherent risk. Management involves
specialistsfin the ation of this accounting estimate. We utilise our own specialists, as
appropriateato support the core audit team in the performance of audit procedures on this balance.

Forth Valley College | Annual Audit Plan 2018/19



1. Financial statements and accounting EY

We also plan and perform certain general audit procedures on every audit which may not be directly
related to financial statement account assertions. Examples of such procedures compliance with applicable
laws and regulations, litigation and claims and related parties.

Other audit considerations

Data analytics

We will use our bespoke computer-based data analysers to enable us to capture whole populations
College's financial data, in particular covering journal entries and payroll transactions. These ana

» Help identify specific exceptions and anomalies to direct substantive audit tests.

» Give greater likelihood of identifying errors than random sampling technique

Use of specialists

When auditing key judgements, such as the valuation of property, plant and e
and liabilities, we are often required to rely on the input and advice provided b
cordance diting Standards,
we will evaluate each specialist’s professional competence and objecti considering their qualifications,
experience and available resources, together with the independenc individuals performing the

work.

We also consider the work performed by the specialist in lig
and processes and our assessment of audit risk in t arti
perform the following procedures:

ge of the College’s business
For example, we would typically

» Analyse source data and make inquiries as to th c es used by the specialist to establish whether
the source data is relevant and reliable.

» Assess the reasonableness of the assumpti ethods used.

» Consider the appropriateness of the ti he specialist carried out the work.

» Assess whether the substance
statements.

jalist’s findings are properly reflected in the financial

Management may use their o jali the preparation of the financial statements.
Internal audit

We will review internala
at the Audit Commit

nd the results of their work, including the discussion of audit findings
nagement's response to findings.

We will reflect
year, in our d

these reports, together with reports from any other work completed in the
it plan, where they raise issues that could have an impact on the financial
responsibilities.

presentation and compliance with accounts direction

College's financial statements to ensure that financial information agrees to supporting
d that non-financial information is consistent the financial performance and position of the
We'will also review the financial statements against the disclosure requirements outlined under

, the further education SORP, and the SFC accounts direction.

The Money Laundering, Terrorist Financing and Transfer of Funds (Information on the Payer) Regulations
2017 came into force on 26 June 2017 and replace The Money Laundering Regulations 2007. The
regulations impose an obligation on the Auditor General to inform the National Crime Agency if she knows
or suspects that any person has engaged in money laundering or terrorist financing. As appointed auditor
we will consider the College's arrangements to identify and report on any instances of money laundering in
line with Audit Scotland reporting arrangements.
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2. Wider Scope Audit Risks EY

Together the Accounts Commission and the Auditor General for Scotland agreed the four dimensions set
out in the Code which comprise the wider scope audit for public sector in Scotland. These are: financial
sustainability, financial management, governance and transparency, and value for money.

Basis for risk assessment

The Code sets out an expectation that ‘significant’ risks identified through our planning process that relate
to the wider scope dimensions will be communicated with you.
In undertaking our risk assessment in respect of the wider scope audit areas, we distinguish betwee S
definition of ‘significant risks’ which apply to the audit of the financial statements, by referring i

report to ‘Wider Scope Audit Focus Areas’, where these have been identified.

Outcome of risk assessment

We have identified financial sustainability at the College as a wider scope audit
rationale for this focus is outlined in our audit consideration below. While we
focus areas around the other wider scope dimensions, we do, however, unde
of each of these, by considering the evidence available to us through various
report accordingly our findings in respect of the following:

Audit dimension Risk
assessment

Financial management No specific
considers the effectiveness additional
of financial management audit focus i . ialfregulations were comprehensive and
arrangements, including ate and there was engagement
whether there is sufficient management and those charged with
financial capacity and nd the College's financial performance. We
resources, sound as scope for greater focus and consideration
budgetary processes and ecific risks in respect of EU Withdrawal on people,
whether the control - al'and rules and regulations and the College’s plans
environment and internal ponding to these risks.

controls are operating

. 2018/19, we will consider whether across the College:
effectively.

The financial control environment and internal controls
are operating effectively?

Are standing financial regulations comprehensive,
current and promoted across the College?

Are there suitably qualified and experienced staff leading

the College's finance team?

Are arrangements for monitoring and scrutinising the
College's financial position appropriate?
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2 Wider Scope Audit Risks (continued) EY

Audit dimension Risk Rationale and response
assessment

Financial sustainability No specific In 2017/18 the College reported a deficit of £59,000 and
considers the medium and additional an adjusted operating surplus after removal of non-cash
longer term outlook to audit focus  accounting adjustments of £652,000. The College has
determine if planning is prepared five-year financial forecasts to 2023 on the basis
effective to support service of the Board's strategic plans and supporting aims and
delivery. This will focus on objectives. For the five years to 2022/23 the College
the arrangements to forecasting £400,000 in underlying losses, and wasin

develop viable and process of developing corrective actions to
sustainable financial plans. and ensure ongoing financial sustainability

challenging, as is the case acro
pressures from pay bargaining
settlements continue. As such

ve“action through savings plans and is the
of these actions sufficient to ensure
ustainability?

Value for money considers No specifi 7/18 Annual Audit Report we concluded that the

whether value for money additio g's arrangements for ensuring value for money were
can be demonstrated inthe  a o overall appropriate. A revised strategic plan was introduced
use of resources. This rom the start of the 2017/18 academic year and

and outcomes delivere

and that thereis acl

focus on improveme The College has a strategic plan that supports the
delivery of services and achievement of key performance
indicators.

includes the extent to erformance indicators developed to measure delivery and
which there is an alignment form part of the Colleges operational planning and staff
between spend, outputs performance reviews on an annual basis.

Our work for the year will consider whether:

The College has visible performance reporting against
measurable and relevant indicators, and that
performance reporting is transparent, including
publication on the College's website.

The College has arrangements to ensure value for money
through the use of public funds, including a robust
procurement framework that is used by all employees
and is subject to reqular scrutiny, and a robust
governance process for the approval of exit
arrangements.
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2 Wider Scope Audit Risks (continued) EY

Audit dimension Risk Rationale and response
assessment

Governance and No specific  In our 2017/18 Annual Audit Report we concluded that the
transparency is concerned additional College had in place the key requirements for good
with the effectiveness of audit focus  governance. We concluded that the Governance Stateme
scrutiny and governance materially complied with the SFC's 2017/18 Accounts
arrangements, leadership Direction. We were satisfied overall with the Colleges
and decision making, and established risk management process and arrangeme
transparent reporting of ensuring transparency around governance and dec
financial and performance making. We did note that arrangements sho

information. ensuring management and those charged

a0 1)
| e
are sighted to key messages and %

national reports impacting the sector, and tak
appropriate action where necessary.

Our work for the year will consi

or ensuring these are monitored and
routine basis.

ant findings identified and the work done to
s issues identified.

The quality of arrangements in place to support good
governance at the College, including ensuring the College

has processes in place to consider national reports and

take action where appropriate.

Arrangements to ensure there is sufficient transparency

around governance and decision making arrangements at
the College.

In line with auditing standards, as part of our consideration
of the College’s governance arrangements this year, we will
be writing to the College Audit Committee to confirm how
those charge with governance ensure oversight of
management and appropriate governance arrangements are
in place. This is not reflective of specific risks identified at
the College but rather in line with our process to annually
make formal inquiries beyond standard management
meetings and representations.

In 2018/19 the College is required to participate in
Scotland’s National Fraud Initiative (“"NFI") exercise,
whereby public bodies share financial information to identify
possible fraudulent activity where monies may be
recoverable. We will consider the College's own self-
assessment of how well NFI practices and culture is
embedded and report back to Audit Scotland. We will report
any significant findings to the Committee in our Annual
Audit Report.
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2 Wider Scope Audit Risks (continued) EY

Audit dimension Risk Rationale and response
assessment
Governance and No specific  Similar to 2017/18, Audit Scotland requires us to consider
transparency is concerned additional the adequacy of the College’s preparations for EU
with the effectiveness of audit focus  withdrawal. This will include forming an overall judgemen
scrutiny and governance on the College’s preparedness at 31 March 2019 and any

arrangements, leadership subseqguent updates.
and decision making, and

transparent reporting of

financial and performance

information.

N
&
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3. Timing and deliverables EY

We deliver our audit in accordance with the timeline set by the College, in accordance with guidance from
Audit Scotland. Below is a timetable showing the key stages of the audit and the deliverables we have
agreed to provide to you through the audit cycle in 2018/19.

Audit Activity Deliverable EXxpected Tining

MAR
» Review of current issues Periodic current issues
N v impacting the College return submission
.:Nr’[r\{ throughout the audit process
» Audit planning and setting
MAY scope and strategy for the 23 May 2019
2018/19 audit
JUNE
» Walkthrough visit 3 June 2018
AUG > Re"'e.w progress of the NF bmit NFI questionnaire 30 June 2019
exercise
==k
[ T » Year-end subst ea . . .
fieldwork o » Audited financial September -
. . statements October 2019
financial st nts
OCT
es and finalise Annual Report
“\\”@\Y/ 2port 31 December 2019
> "opinion on the College’s Submit Audit Scotland
nancial statements minimum dataset request
D
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3. Fees EY

The audit fee is determined in line with Audit Scotland'’s fee setting arrangements, set out in recent
communications to all audited bodies in line with their publication on ‘Our Approach to setting audit fees'
(http://www.audit-scotland.gov.uk/uploads/docs/um/audit_fee approach.pdf).

Audit fees

Component of fee: 2018/19

Auditor remuneration £21,110
Pooled costs £1,220
Contribution to Audit Scotland costs £1,280

Total fee £23

We have agreed with management to set the auditor remuneration a 1,110 2 8: £20.630). This
reflects the expected fee element. The total fee for the year is £23,610.7All fees noted are inclusive of

VAT.

The Audit Scotland expected fee is based on the assumption of no @ risks or issues to the core
financial statements beyond the presumed risks required by alistatements, and no additional
wider scope risks. We have not identified any wider ef Our audit fee has not been adjusted
for any core financial statement audit matters at thi 018/19 we anticipate additional audit work
required around the implications of a High Court r d Minimum Pensions and the College's

on the timely delivery of all required informat ing high quality draft financial statements and
supporting schedules, in line with agree
a need to modify our opinion on the fina | state
additional audit time required.

&

ents, we will seek additional fees to reflect the
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A - Code of Audit Practice: responsibilities ey

The Code of Audit Practice (the Code) summarises the responsibilities on all audited bodies falling within
the public sector audit framework. We summarise these on this page.

Responsibilities of audited bodies

Corporate Each body, through its chief executive or accountable officer, is responsible for establishing
governance arrangements to ensure the proper conduct of its affairs including the legality of activities and
transactions, and for monitoring the adequacy and effectiveness of these arrangement
Audited bodies should involve those charged with governance (including audit commj
equivalent) in monitoring these arrangements.

Financial Audited bodies must prepare an annual report and accounts containing finan
statements and other related reports. They have responsibility for:

related reports » preparing financial statements which give a true and fair vie on and
their expenditure and income, in accordance with the applic porting
framework and relevant legislation.
» maintaining accounting records and working papers that have dtoan
acceptable professional standard and support theit¥financial stat and related reports

disclosures.

» ensuring the reqularity of transactions, by puttin
ensure that they are in accordance with the appr

» maintaining proper accounting records.

tatements, an annual governance

) and a remuneration report that are
consistent with the disclosure ial statements. Management commentary
should be fair, balanced and und and also clearly address the longer-term

» preparing and publishing, along

Management, with the overs
and concisely relevant infor
including providing a ate d
framework.

e charged with governance, should communicate clearly
sers about the entity and its financial performance,
es in accordance with the applicable financial reporting

ons

for developing and implementing effective systems of internal
perational and compliance controls. These systems should support
eir objectives and safeguard and secure value for money from the public
» They are also responsible for establishing effective and appropriate

Audited bodies are
control as ina
the achi
funds at

Standards of es are responsible for establishing arrangements for the prevention and detection
conduct / or and irregularities, bribery and corruption and also to ensure that their affairs are
prevention a accordance with proper standards of conduct by putting proper arrangements in

detection of

fraud a 0
ina Audited bodies are responsible for putting in place proper arrangements to ensure that their
itio financial position is soundly based having regard to:
» such financial monitoring and reporting arrangements as may be specified
» compliance with any statutory financial requirements and achievement of financial targets
» balances and reserves, including strategies about levels and their future use
» how they plan to deal with uncertainty in the medium and longer term
» the impact of planned future policies and foreseeable developments on their financial
position.
Best Value The Scottish Public Finance Manual sets out that accountable officers appointed by the Principal

Accountable Officer for the Scottish Administration have a specific responsibility to ensure that
arrangements have been made to secure best value.
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B - Independence report EY

The FRC Ethical Standard and ISA (UK) 260 “Communication of audit matters with those charged with
governance", requires us to communicate with you on a timely basis on all significant facts and matters
that bear upon our integrity, objectivity and independence. The Ethical Standard, as revised in June 2016,
requires that we communicate formally both at the planning stage and at the conclusion of the audit, as
well as during the course of the audit if appropriate. The aim of these communications is to ensure full and
fair disclosure by us to those charged with your governance on matters in which you have an interest.

Required communications

Planning stage Final stage

» The principal threats, if any, to » In order for you to assess the integrity, objectivity and
objectivity and independence independence of the firm and each covered person, we a
identified by Ernst & Young required to provide a written disclosure of relationShipsiCin

(EY) including consideration of the provision of non-audit services) that may be
all relationships between the integrity, objectivity and independenc ¢ have
you, your affiliates and regard to relationships with the entity, its di enior
directors and us; management, its affiliates, and its connected parties and the

» The safeguards adopted and threats to integrity or objectivity, in hat could
the reasons why they are compromise independence that these are also
considered to be effective, required to disclose any safeguards that we have put in place and
including any Engagement why they address such threa ogether with any other
Quality review; information necessary to e objectivity and independence

to be assessed;
» The overall assessment of

threats and safeguards; > Details of non-audi
relation th

ded and the fees charged in

» Information about the general

policies and process within EY > Written firm and each covered person is

to maintain objectivity and independ ble, that any non-EY firms used in the
independence. group audit | experts used have confirmed their

» Where EY has determined it is |nd.e .
appropriate to apply more » Writte nation that all covered persons are independent;
restrictive independence rules  » ta inconsistencies between FRC Ethical Standard and

than permitted under the y for the supply of non-audit services by EY and any
Ethical Standard. a ent breach of that policy;

> etails of any contingent fee arrangements for non-audit services
vided by us or our network firms; and

»» An opportunity to discuss auditor independence issues.

Relationships, servi

In addition, d g the e of the audit, we are required to communicate with you whenever any
significant jud ents)are made about threats to objectivity and independence and the appropriateness of
, for example, when accepting an engagement to provide non-audit services.

of any relationships between Ernst & Young LLP and the College that may reasonably be

r considerations for any non-audit engagement, we review potential threats in respect of self-
self-review, acting as management and advocacy. There are no non-audit services provided to the
at this time in 2018/19 (2017/18: nil).

verall Assessment

Overall, we consider that the safequards that have been adopted appropriately mitigate any potential
threats identified and we therefore confirm that EY is independent and the objectivity and independence of
Stephen Reid, your audit engagement partner and the audit engagement team have not been
compromised.
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C - Required communications

EY

Required communication

Terms of engagement / Our responsibilities

Confirmation by the Audit Committee of acceptance of terms of engagement as
written in the engagement letter signed by both parties.

Our responsibilities are as set out in our engagement letter.

Planning and audit approach

Communication of the planned scope and timing of the audit, any limitations and
the significant risks identified.

Significant findings from the audit

» Our view about the significant qualitative aspects of accounting practices
including accounting policies, accounting estimates and financial statemen
disclosures

» Significant difficulties, if any, encountered during the audit
» Significant matters, if any, arising from the audit that were discussed with

management
)

» Written representations that we are seeking
» Expected modifications to the audit report
t entity’'s

» Other matters if any, significant to the oversight of the financial
process

Going concern

Events or conditions identified that may cast signi
ability to continue as a going concern, including:

» Whether the events or conditions constitute e ncertainty

» Whether the use of the going concern ass appropriate in the
preparation and presentation of the fi statements

» The adequacy of related disclogures he finan€ial statements

Misstatements

» Uncorrected misstatement he
prohibited by law or reg

» The effect of uncorrected

t on our audit opinion, unless

isstatements related to prior periods
isstatement be corrected

at are significant

ected by management

» Corrected misstat
» Material mi

Fraud

f it Committee to determine whether they have knowledge
suspected or alleged fraud affecting the entity

dit findings regarding non-compliance where the non-compliance is material
and believed to be intentional. This communication is subject to compliance
with legislation on tipping off

» Enquiry of the Audit Committee into possible instances of non-compliance with
laws and regulations that may have a material effect on the financial
statements and that the Audit Committee may be aware of

Our reporting to you

Audit Scotland Terms of
Appointment letter - audit
to be undertaken in
accordance with the Code
of Audit Practice

Annual Audit Plan

Annual Audit Report

Annual Audit Report

Annual Audit Report

Annual Audit Report (to
be issued on completion
of audit work) or as
occurring, if material.
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C - Required communications (cont.) EY

Required communication Reference

Related parties No such matters have

Significant matters arising during the audit in connection with the entity’s related been identified.

parties including, when applicable: Annual Audit Report (to
» Non-disclosure by management be issued on completion
» Inappropriate authorisation and approval of transactions of audit work) or as

. . occurring, if material.
» Disagreement over disclosures
» Non-compliance with laws and regulations
» Difficulty in identifying the party that ultimately controls the entity

Independence
Communication of all significant facts and matters that bear on EY's, and all
individuals involved in the audit, objectivity and independence

Communication of key elements of the audit engagement partner’'s consideration
of independence and objectivity such as:

» The principal threats

» Safequards adopted and their effectiveness

» An overall assessment of threats and safeqguards

» Information about the general policies and process within the fi @ ain
objectivity and independence

Internal controls Annual Audit Report (to

Significant deficiencies in internal controls identifj g audi be issued on completion
of audit work) or as

occurring, if material.

Representations Annual Audit Report (to
Written representations we are requesting from gement and/or those be issued on completion
charged with governance of audit work) or as

occurring, if material.

Material inconsistencies Annual Audit Report (to
Material inconsistencies or mis e ct identified in other information ~ be issued on completion
which management has refused to revise of audit work) or as

occurring, if material.
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EY | Assurance | Tax | Transactions | Advisory EY

About EY

EY is a global leader in assurance, tax, transaction and advisory services. The
insights and quality services we deliver help build trust and confidence in the
capital markets and in economies the world over. We develop outstanding
leaders who team to deliver on our promises to all of our stakeholders. In so
doing, we play a critical role in building a better working world for our people,
for our clients and for our communities.

EY refers to the global organization, and may refer to one or more, of the

member firms of Ernst & Young Global Limited, each of which is a separate
legal entity. Ernst & Young Global Limited, a UK company limited by

guarantee, does not provide services to clients. For more information about
our organization, please visit ey.com.
Ernst & Young LLP
The UK firm Ernst & Young LLP is a limited liability partnership registered in England and Wales with
registered number OC300001 and is a member firm of Ernst & Young Global Limited.

Ernst & Young LLP, 1 More London Place, London, SE1 2AF.

© 2019 Ernst & Young LLP. Published in the UK.
All Rights Reserved.

ey.com

\
&
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Executive Summary

Conclusion

Forth Valley College has robust and effective controls in place to ensure the successful implementation

of the People Strategy. The strategy is supported by detailed operational plans that set out actions
designed to facilitate achievement of the People Strategy objectives. The College has also carried out a
detailed workforce planning review, based on past workforce trends as a means of predicting the likely ‘\

future workforce requirements.

We have identified two minor opportunities for improvement that will allow the College to further
strengthen the overall control environment in place in this area.

Background and scope

over the next 5 years.

iewed . the implementation of the College’s People
ource need, progress reporting and the use of

In accordance with the 2018/19 Internal Audit Plan
Strategy assessing SMART action planning, assess
feedback to inform future activity.

)
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Control assessment

= 1. The College has implemented the People Strategy and
incorporated its requirements within workforce planning

arrangements
4 - Yellow
m 2. SMART operational plans set out the planned People
Strategy actions;
3 - Yellow

3. There is regular progress reporting that provides ke
governance groups with updates on the delivery of s

objectives and progress against action plans

4. Clear mechanisms are in plac collate f
implementation of the People Strategy and thi used to
inform future activity.

Improvement actions by type and prio

3
H Grade 4
2 m Grade 3
Grade 2
1 = Grade 1
el >
0

Control Control Operation

Two improvement act
controls, as opposed to

been identified from this review, both of which relate to improving the design of
eration of existing controls. See Appendix A for definitions of colour coding.
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Key findings
Good practice
We have identified the following areas of good practice:

e The People Strategy clearly articulates the College’s key strategic aim in respect of its people, being ‘to
provide staff with the freedom and scope to innovate and use creativity to enhance the learning experience
for all'. The Strategy sets out a number of detailed objectives and the underpinning actions that will be
taken to ensure that these will be achieved.

e The People Strategy is supported by a detailed five-year implementation plan that sets out a number of
SMART actions designed to ensure successful implementation of the strategic objectives{ as outlined within
the People Strategy. This demonstrates that the College has considered the steps,it needs to take to
achieve the People Strategy objectives and can monitor its progress towardsfachievement.

The College has developed a ‘High Potential Development Framework’ as part of the wider People Strategy
Implementation Plan that aims to ensure the College is able to meet its,strategic goalhefinastilling an energy
and passion in our people, celebrating success and innovation’. The framework aims to support future resource
planning by providing a means to ‘attract, identify, develop and retain gkills"<Bhis approach demonstrates that
the College’s ongoing commitment to its people, beyond the life of the People Strategy.

Areas for improvement

We have identified the following areas for improvement which, if addressed, would strengthen the College’s
control framework in this area:

e The College has not yet agreed a reporting mechanism to inform key stakeholder groups on progress made
implementing the People Strategy orthe frequency/with which reporting should take place.

e The College could improve the way.it shares,feedback on the People Strategy with the wider college staff
base and communicate rectifying,actionst

These are further discussed in the, Management Action Plan below.

Impact on risk re@ister

The strategic risk register as at December 2018 included the following risks relevant to this review:

e Risk 4: Strike action arising from National Bargaining Negotiations will impact on the College (Residual risk
scoren12)

e Risk 9: Loss of key staff will impact on the College’s operations (Residual risk score: 8)

Qur review has not identified any significant findings that suggest that the scoring of these risks should be
amended. We can provide assurance that controls are generally operating effectively and provide appropriate
mitigation against the identified risks. Implementation of the findings identified in the Management Action Plan
below will enable the College to further strengthen the existing controls in place.

scott-moncrieff.com Forth Valley College People Strategy e
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Management Action Plan

Control Objective 1: The College has implemented
the People Strategy and incorporated its
requirements within workforce planning
arrangements

1.1 No weaknesses identified

Board until December 2017; therefore no supporting actions in the operational
advance of this date. We have reviewed the operational plan post-December 2

facilitating contribution towards the wider People Strategy objectives.

The People Strategy is also directly linked directly to the College’s ov
highly talented, diverse and motivated workforce who are empowerec
developmental, collaborative, forward thinking and dynamic w,

The People Strategy sets out the overall approach
encompassing ‘individual development, succession p
meeting the demands of a dynamic and unpredi
undertaken a detailed workforce planning revi cludes analysis of past workforce trends as a means

t and future needs of the College;
d creating a future ready workforce capable of

of forecasting future resourcing needs over'the dium and longer term. The workforce planning review
is therefore desiogned to ensure th ege hasthe required information in place to support decision
making over its workforce, thereby ievement of the approach articulated in the People Strategy.

OQ
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Control Objective 2: SMART operational plans set
out the planned People Strategy actions;

2.1 No weaknesses identified

The College has developed a detailed five-year operational plan that sets out a number of SMART actions to
deliver the People Strategy objectives. The plan sets out six key areas of focus:

e Professional Development

e Leadership Development
e High Potential Development
e Well-being, Engagement and Diversity O

e Core Competencies and Standards
e Lecturing Skills Development

SMART actions are grouped under each of these key focus areas, with a responsible action owner and
timescale allocated in each case.

\
)
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Control Objective 3: There is regular progress
reporting that provides key governance groups with
updates on the delivery of strategic objectives and
progress against action plans

Yellow

3.1 People Strategy progress reporting

The College has been working to agree the most appropriate format for People Strategy progress reports si
its launch in 2017. The Head of Human Resources currently prepares updates for the Human Resou
Committee however these do not clearly articulate the progress made toward implementing individ

objectives.
We are aware that the Head of Human Resources intends to report to the Colleg in n
progress made implementing the People Strategy. The College has not howevef assessed t ormation

requirements of other key stakeholder groups regarding progress updates.

Risk

There is a risk that issues affecting the implementation of the People
basis caused by a failure to ensure that all key stakeholder groups are
detailed progress reporting. The College may be unable to ach
result.

are not identified on a timely
with regular, timely and
aims of the People Strategy as a

Recommendation

The College should map the key stakeholder g
consult with these groups to identify the level and
agreed, the College should ensure that
information to allow an assessment
objectives to be made.

towards implementation of individual People Strategy
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4 N\

Grade 2
(Design)

Management Action

The College has always had a staff consultation medium via LNCC meetings with both recognised
unions. This allows staff representatives to question and put forward ideas for any relevant area and
similarly for management to inform or seek feedback. As part of the People Strategy a Listening to
Employees Forum was introduced. This was an open invite to staff to participate in a discussion on
areas that are of interest to them with a view that questions would be put to relevant managers and
departments to either highlight opportunities or to gain understanding as to why we operate in
manner we do. This is a new concept for the college and is still in the formative stages. Howe
is an ideal medium in which to debate the progress of the People Strategy following th

HR Committee and to gain an understanding of the key concerns or ideas from staff.

year plan. This report should show actions and progress in relati
highlight deviations from that plan and rationale for this. The firs

Action owner: Andrew Lawson

o

)
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Control Objective 4: Clear mechanisms are in place
to collate feedback on the implementation of the
People Strategy and this is used to inform future
activity.

Yellow

4.1 Development of a consistent feedback format

The College set up a ‘Listening to Employees’ group in March 2018 that provides a platform for staff to provi

Risk

There is a risk that the College is unable to demonstrate that is has acted upon fe
of the People Strategy, or wider staff issues. The College may therefo unable to implement the necessary

improvement actions, which could threaten the overall successful impl tion of the People Strategy

Recommendation

The College should agree a formal process for ensuringythat ckfobtained from the ‘Listening to
Employees’ group is communicated to College staffiinclu ial actions that have been agreed in
response.
" et Grade 2
anagement Action (Gt
The Listening to Employe m ently forming into its preferred operational state with lessons

learned on how best to e and gather information on the topics raised. Giving ownership to

from the blished on SharePoint and made available for all staff to review. These
minutes, firmed by the Director, will detail the findings and feedback from management on the topics
i us meeting, the topics raised and the discussion at the meeting itself, and on actions
ers to take forward and report back at the next meeting. Thus there is structure, clear

ions'taken. In addition the progress made with the forum will be included within the report to the HR
mittee. The new approach is being presented to the Listening to Employees group in May 2019 for
eir approval.

Action owner: Andrew Lawson Due date: May 2019 /
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Appendix A — Definitions

Control assessments

Fundamental absence or failure of key controls.
Control objective not achieved - controls are inadequate or ineffective. Q
Control objective achieved - no major weaknesses but sco mp @ .

Y
‘ Control objective achieved - controls are adequate, effective an

Management action grades

*Very high risk exposure - ma

rns requiring immediate senior
attention that create fu

within the organisation.

*High risk expo / failure of key controls that create
sks the organisation.

w isk exposure - controls are working effectively, but could be )
gthened to prevent the creation of minor risks or address general
use-keeping issues.

@ Forth Valley College People Strategy scott-moncrieff.com
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Executive Summary

Conclusion

Forth Valley College’s arrangements to identify and support students with mental health issues are
operating effectively. We have identified three areas for improvement to further develop these
arrangements. These include developing a training plan for all relevant staff, establishing a clear

reporting mechanism of activity to enable scrutiny of performance and identification of trends, anad
ensuring student assessment criteria are aligned across the different support services.

Background and scope

The College has approximately 14,500 students across three campuses each a
number of students, there will always be a proportion that require additional me
their studies. For this reason, it is important that staff are able to identify those
appropriate support and guidance either themselves or through the foréhal support s y the College.

In line with the 2018/19 Internal Audit Plan, we have assessed the Co
health services. Our review has focused on how staff identifies stude
provide additional support to those students, including use of
college.

Control assessment

2. There are clear channels that staff can refer students to if
they think they may need additional support.

0 = 3. The College provide easy to find, clear guidance on how

to access the support available to students.

scott-moncrieff.com Forth Valley College Mental Health Services °



ltem 7b

Improvement actions by type and priority

s

m Grade 4
2 m Grade 3
Grad
1 ] 1
-
0 /
Control Design Control Operation
Three improvement actions have been identified from this review, all of which relate to the i controls

themselves. See Appendix A for definitions of colour coding.

\
)
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Key findings
Good practice

We have identified a number of areas of good practice through our audit fieldwork:

o The College has a range of support mechanism in place and a number of staff dedicated to supporting
students throughout their college experience.

o For students who are not identified as needing additional mental health
weekly class where life skills are taught. Within this class there are spe i aterials around
health and wellbeing, including mental health. The College is ensuring nt population is
aware of mental health and its importance to their college expe

ience.

e The College communicates the mental health services availab
mechanisms including posters, wellbeing toolkits, the studen

Areas for improvement

We have identified a number of areas for improvement w i sed, would strengthen the College’s
control framework. These include:

o Identifying training needs for all studen % ff, tailored to their individual role to support them in
highlighting students who may require a upport;

e Establishing a regular repor echanism regarding the use of mental health support services and
ensuring any manage at is available can be collated and communicated; and

e Ensuring the approac student’assessment is aligned across all support services to enable
consistent out

These are furth e Management Action Plan below.
Imp ISK register

t ember2018, the Audit Committee did not identify any risk on their risk register which links directly to
thi ie

cignhowledgements

We would like to thank all staff consulted during this review for their assistance and co-operation.
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Management Action Plan

Control Objective 1: Staff receive appropriate
training and guidance to help them to identify vellow
students who may need additional support.

1.1 Wider Staff Training

Advisers (LA), Learning Development Workers (LDW) and teaching staff.

We identified that different levels of training have been delivered to these groups
training, some are experienced but have no evidence of CPD in updating their
others have received very little or no training. We have been unable to confirm
the appropriate level of training for each of these groups to have received.

Risk

do not receive the necessary
students may incorrectly be referred to
ilable, overburdening the services and

There is a risk that signs of mental health issues may go unnotic
additional support, should staff receive insufficient training.
the process when there are other more appropriate su
impacting their effectiveness.

Recommendation

The College should develop a training pla olved in supporting students with additional needs
that is tailored to their individual rolgs, T, ould'inelude mental health awareness and the avenues of support
available both within and outwith th egeto,ensure that staff are able to appropriately direct students.
Where training is mandatory, st pleti ould be appropriately monitored and reported.

4 )

v Grade 2
anageme o (Eesiam)
An ov hi e Health and Wellbeing Action Plan for FVC, covering students and staff will be

would link to the recent Student Mental Health Agreement (SMHA) and the Mental Health
work, part of the People Strategy. The Plan is a requirement in the college regional
reement with the Scottish Funding Council.

tion owner: Mhairi Shillinglaw Due date: October 2019

- J
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Control Objective 2: There are clear channels that
staff can refer students to if they think they may el
need additional support.

2.1 Mental Health Services Reporting

There is currently no mechanism to ensure that information on mental health services is regularly presented to
the Board or relevant committee. We noted that a number of ad-hoc reports on the operation of the servi

have been produced across the last couple of years. The Head of Equalities, Inclusion and Learning
also provides a monthly snap shot to the Heads of Service, however this covers the entire depart
there is only a short consideration for mental health.

By monitoring quantitative data on the use of support services, the College will be
successful key stages of the process are operating and pinpoint any potential ar
Measures could include, for example:

e Number of enrolled ‘inactive’ students (identified as requiring additienal suppo engaged with a
Learning Development Facilitator);

e Number of students referred to support services;
e Time taken from initial referral to first meeting;

e Number of students who have withdrawn from g t pport services

The College is currently in the process of drafting
due for the end of March. Key performance me

alth Services Strategy, with the first draft to be
uld be identified alongside all strategic objectives.

Risk

icult for the College to monitor the operation of the support services
dents engaging with them. As a result, the College may miss
sure that their services are appropriately directed.

A lack of reporting mechanism
offered and identify trends a
opportunities to improve proce

should be iden Reporting mechanisms should be agreed upon and implemented to ensure that
on a regular and timely basis to the appropriate forum.

Recommendation Q
Alongside the elop he Mental Health Services strategy, key measures and performance indicators
d.
e

inform

scott-moncrieff.com Forth Valley College Mental Health Services e
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4 )

Management Action
Grade 2

(Design)

Work with key services (Learning Support; Wellbeing; Learner Advisers) to standardise
approaches to information gathering, sharing and reporting, utilising where possible the most
effective systems already available to do this, e.g., Unit E/ELS database as well as the new
Triple S system. Agree with Leadership team the best regular reporting streams and have in
place to implement in AY 2019/20.

Action owner: Andrew Lawson/Mhairi Shillinglaw  Due date: August 2019

\
)
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2.2 Student Assessments

There are a number of support functions within the College, each with their own documented operational
process. When they initially engage, the support service assesses students’ needs to determine the level of
priority and the nature of support required. Students may then be referred to other services within the College
as a result. We noted that the checklists used to perform these assessments vary across the different services.

For example, a Learning Adviser (LA) will assess a student against nine key areas, ranging from history of
need support to their current financial stability and overall impact on College experience, determining the
priority and nature of support required. In response to this, they may refer the student to the counselling

service (24%).

Risk

timely access to the services they required as a result of this ine
risk surrounding the student welfare going through thisgproces
reputational damage if this was not appropriately s u d

Recommendation

Whilst we recognise that college staff are not p @ counsellors, the College should ensure that the

internal student assessment approach a ec or referring a student to external counselling are as
consistent as possible with the cou rs essment criteria, to minimise the number of incorrect referrals.
In referral cases where the co fee the counselling is not necessary or appropriate, the College
should aim to understand th soni ehind this. This can be used as a learning tool to further improve

s O R

Grade 2

Manage t Act (Design)

ased our counselling provision in the past month as a result of the increase in demand
ervice. We will undertake a full review of the referral system we have in place and the sign

ting“activity we have in place with external provides with a view to improving the referral systems
and ensure that those most in need can be refereed as quickly as possible

Action owner: Andrew Lawson Due date: December 2019

- _/

scott-moncrieff.com Forth Valley College Mental Health Services o




ltem 7b

Control Objective 3: The College provide easy to
find, clear guidance on how to access the support
available to students.

No weaknesses identified

Information on the support services offered is available on the College website and student intranet. In
addition, information and guidance is available to students through Sharepoint and advertised throughout
campus.

The College offers courses on “Essential Life Skills” that includes sessions on health and wellbeing:
aimed at all students, ensuring that support is also highlighted to students who are not curre
support services.

e Forth Valley College Mental Health Services scott-moncrieff.com
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Appendix A — Definitions

Control assessments

Fundamental absence or failure of key controls.
Control objective not achieved - controls are inadequate or ineffective. Q
Control objective achieved - no major weaknesses but sco mp @ .

Y
‘ Control objective achieved - controls are adequate, effective an

Management action grades

*Very high risk exposure - ma

rns requiring immediate senior
attention that create fu

within the organisation.

/ failure of key controls that create

*High risk expo
: the organisation.

significant

w isk exposure - controls are working effectively, but could be )
gthened to prevent the creation of minor risks or address general
use-keeping issues.

scott-moncrieff.com Forth Valley College Mental Health Services o
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Executive Summary

Conclusion

The controls in place within Forth Valley College for managing and overseeing the new Falkirk Campus
reflect good practice, have been well designed and are operating effectively. These include appropriate
project, governance and risk management arrangements. Although the project will not now achieve its

original completion date, we have confirmed that there has been appropriate oversight and governance \
over this project change.

Background and scope

Forth Valley College are in the process of building a new £78 million replaceme
complete their estates programme which includes new build campuses in Stirlin

College Foundation and AECOM. 83% of funding for the new campusds,being supp
Government (£65m of £78m).

It is essential that the project management function is operating effec
ensure that the project deadlines are met and best value for

as robust controls in place to
ieved.

In line with the 2018/19 Internal Audit Plan, we havé,re e oing project management arrangements and
preparations for transfer of college services to the ne il

Control assessment
= 1. Roles and responsibilities of those involved with project
anagement are clearly defined and are understood in light
of key staff changes

1 Green

= 2. Risks and issues logs are in place and these are actively
managed throughout the duration of the project

= 3. There is regular reporting on project progress, including
comprehensive explanations and action plans where delays
or overruns have been incurred.

scott-moncrieff.com Forth Valley College Project Management o
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Key findings
Good practice

Forth Valley College’s procedures reflect good practice in a number of areas:

There is a clear governance structure in place that defines roles and responsibilities of FVC including
technical advisors AECOM and contractors.

updated.

e Progress reports are produced monthly by AECOM and Balfour Beatty and
Campus Project Board (FCPB) monthly for discussion. We have reviewed a s
confirmed that the content is satisfactory.

e The project team identified an overrun at an early stage; this issu @ documented, tracked and a
recovery programme prepared to remediate it.

AECOM produce monthly cost reports providing a erv the costs and progress in the month.

Impact on risk register

Whilst there is no specific recording of the ri
note that detailed and bespoke risk identifi
that the Falkirk Campus Project Bo

0 this project within the Corporate Risk Register, we
entation and management procedures are in place and
in, and take responsibility for, the overarching risk arrangements.

Acknowledgeme

We take this opportunit n staff consulted during this review for their assistance and co-operation.
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Management Action Plan

Control Objective 1: Roles and responsibilities of
those involved with project management are clearly
defined and are understood in light of key staff
changes

No reportable weaknesses identified

managing the contract. The team structure is defined within the Project Execulti
obtained and reviewed. We also obtained the current ‘Project Directory’ that de
involved in the project, their job title and what organisation they are working for.

FVC Board of Management, FVC senior managem
AECOM. We have reviewed minutes from these mee

to the Project and that the content covers all ke roject progress.

Control Objective 2. and issues logs are in
place and these y managed throughout
the duration of tAg pr@ject; and

No reportable @ es identified

am has a risk register and issues action tracker in place that identify both technical
roject and risks to the college in terms of finances, resources, reputation and
~The risk register and issue action tracker is reviewed, updated and circulated on a monthly
ussed in detail at project team and FCPB meetings. We reviewed meeting minutes that

IS

h risk identified, the risk register clearly sets out the stage of the contract, a description, consequences,
risk assessments, mitigating actions planned, progress, review target dates and other relevant commentary.
Each individual risk and action has an owner, with the Project Director retaining oversight for monitoring any
outstanding actions. We carried out sample testing across the risk register and issue tracker and confirmed that
the College has consistently updated risks with explanations within set timescales. We further note that where
targets have not been met, there is appropriate explanation and commentary.

scott-moncrieff.com Forth Valley College Project Management e
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Control Objective 3: There is regular reporting on
project progress, including comprehensive
explanations and action plans where delays or
overruns have been incurred.

No reportable weaknesses identified

AECOM prepare monthly board reports and flash reports as an overview on progress of the project. Balfou
Beatty (BBCL) also prepare monthly contractor reports. The reports are presented to the Estates Exe !i"

Group and the FCPB and provide a detailed and comprehensive suite of information on progress t0
steps, commercial issues and risk assessments. The College, AECOM and BBCL also meet i (
project meetings. These cover the contractors’ progress reports and comments from any of They.also
cover the actions from the previous month’s minutes.

The project is currently behind schedule and will not achieve its original comple was identified
early on in the project and has been factored into cost and progress estimates. pletion date has
been agreed with a recovery plan in place that is being overseen by BBCL. At the tim e audit fieldwork,
the revised plan for the completion date of the Contract Programme hag agreed in principal but not
formally approved. Given this, the College will wish to ensure this is ap the FCPB as soon as is

practical.

The College manages costs and budgets through a change ¢ system documented within the Project
Execution Plan (PEP). There is no minimum thresh or ces as a zero cost would be treated as
a change control contractually and all changes are mo e ugh the Change Control Tracker. AECOM

prepare budget cost reports for the FCPB and i
New Falkirk Campus Cost Report.

S orting is prepared on a monthly basis within the

Meetings are held internally with th ociate Assistant Director of Estates Development and Finance
Manager/ Vice Principal Finance & ate irs in relation to project finances. We reviewed a sample of
ave tabled at the appropriate forum on a timely basis and that the
ting with all costs being recorded through the tracker. At the time of
t had not changed from the start of the project.

cost reports and confirmed tha
use of the change control pr
the audit fieldwork the o

° Forth Valley College Project Management scott-moncrieff.com
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Appendix A — Definitions

Control assessments

Fundamental absence or failure of key controls.
Control objective not achieved - controls are inadequate or ineffective. Q
Control objective achieved - no major weaknesses but sco mp @ .

Y
‘ Control objective achieved - controls are adequate, effective an

Management action grades

*Very high risk exposure - ma

rns requiring immediate senior
attention that create fu

within the organisation.

/ failure of key controls that create

*High risk expo
: the organisation.

significant

w isk exposure - controls are working effectively, but could be )
gthened to prevent the creation of minor risks or address general
use-keeping issues.

scott-moncrieff.com Forth Valley College Project Management e






ltem 7¢c

© Scott-Moncrieff Chartered Accountants 2019. 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.



Iltem 8

Forth Valley Collene
2018/19 Internal Audit Plan

Progress Repoit

May 2019

% scot-Moncrieff
. business advisers and accountants




Iltem 8

Forth Valley College
Internal Audit 2018/19
Progress Report — May 2019

Summary of Progress @
Audits Completed O
6

Appendix 1 — Progress against 2018/19 Internal Audit PI
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Summary of Progress

This paper provides a summary of internal audit activity during the year to date and confirms the reviews
planned for the coming quarter, identifying any changes to the original annual plan.

Progress against annual audit plan

Status of internal audit reviews

= Complete
= In Prog
ne
Planni

As at May 2019, five audits are complete:

e People Strategy;

e Mental Health Service;

e Project Management (New Campus);
e Credits; and

e Student Funds.

The student experience audit a A I ort are in progress and scheduled for the next Audit
Committee meeting.

Appendix 1 sets out th (0] 2018/19 internal audit programme.
Plan for er

We will p nt following reports to the November 2019 Audit Committee:

ience — Curriculum Planning

¢ Annual Report 2018/19

scott-moncrieff.com Forth Valley College Progress Report — May 2019 o



Iltem 8

Action for Audit Committee

The Audit Committee is asked to note the contents of this report and to approve the plan for the next quarter.
We also invite any comments on the format or content of this report. Contact details are as follows:

Elizabeth Young, Engagement Lead elizabeth.young@scott-moncrieff.com 0131 473 3500

Claire Beattie, Audit Manager claire.beattie@scott-moncrieff.com 0131 473 3500 A

\
)
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Audits Completed

The table below sets out the reports completed during 2018/19. There were no Grade 4 recommendations
(very high risk exposure) and there are no control objectives assessed as red. Full definitions for the colour
coding and the grading structure are set out below.

Control objective No. of issues per grading

assessment

Credits/Student Funds

Project management (new
campus)

Mental Health Services

People Strategy

*The report format followed a different style and therefo erewere no colour-coded control objectives.

Definitions

We use the following definitions to describe the effectiveness of controls in the area under review.

Assessment | Definitiion

oderate: Control objective achieved - no major weaknesses but scope for
improvement

Low: Control objective achieved - controls are adequate, effective and efficient

scott-moncrieff.com Forth Valley College Progress Report — May 2019 °
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Recommendations are graded as follows:

Ranking Definition

4 Very high risk exposure - major concerns requiring immediate senior management
attention.

3 High risk exposure - absence / failure of key controls.
2 Moderate risk exposure - controls not working effectively and efficiently.
1 Limited risk exposure - controls are working effectively, but could be strength

scott-moncrieff.com Forth Valley College Progress Report — May 2019 o
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Shaded areas denote completion. .

Name of report Status Audit start Draft report = Management Final report = Planned Audit = Actual Audit

issued responses issued J’'ttee meeting C’ttee meeting

Project Management (New Campus) | complete April 19 April 19 April 19 w April 19 May 2019
Mental Health Service Complete | February 19 March 19 May 19 May 19 May 2019
People Strategy Complete February 19 May 19 April 19 May 2019
Stude_nt Experience — curriculum Ongoing May 19 May 19 November 2019
planning

Credits/ Complete August 18 October 18 November 18 December 18
Student Funds Complete August 18 October 18 October 18 November 18 December 18
Follow up Complete 5 Augu November 19 November 2019

Annual report - - - - November 19 November 2019

scott-moncrieff.com Forth Valley College Progress Report — May 2019 o
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[ 9. Progress Report on Audit Recommendations
Forth For Discussion

Valley =

College 23 May 2019
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.

The dates used to determine whether a 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
0 May 2019.

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

where the College consid plete. Completed recommendations are highlighted
in grey in the appendix.

Grade 1 Grade 2 Grade 3 Total

Completed since last report to 0 1 0 1
Committee

5.) IFinancial 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 into
College budget setting processes.




[ 9. Progress Report on Audit Recommendations
Forth

For Discussion
Valley =

College 23 May 2019
AUDIT COMMITTEE

6. Equalities
Assessment in Place? — Yes [] No [X

Monitoring of audit recommendations does not require equalities assessment. Where
recommendation does have an equalities impact through the amendment to policy;
individual policy will be assessed in line with College procedure.

7. Risk

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

Likelihood | Impact
Very High
High
Medium
Low X X
Very Low

Any risk to the College would arise from the
Regular monitoring, along with accountabili
and action owner; ensures this does

implement agreed audit recommendations.

eachhrecommendation being assigned an SMT

Risk Owner — Alison Stewart ion Owner — Stephen Jarvie
8. Other Implications -
Please indicate wh r therehare implications for the areas below.
No Health and Safety — Yes [ No

hen Jarvie SMT Owner - Alison Stewart




Audit Name

Date of Audit

SMT Owner

Action Owner

Recommendation

Management Response

Priority

Evaluation

Non-Pay
Expenditures and
Creditors

Feb-17

Alison Stewart

Senga McKerr

We support management’s plans to review the College’s Scheme of Delegation. The revised
document should clearly set out current purchasing approval processes and financial
authorisation limits.

The College’s Scheme of Delegation is currently being reviewed and will be revised to set out |Grade 2

the relevant approval processes and authorisation limits. This will be made available to all

staff on the public area of the Finance section in SharePoint.

(Operation)

May 2019 - due to the budget process being brought forward by SMT, and staff changes
within the department, we have been unable to address this audit point. ion date
is requested to be moved to September 2019 so that this can be comp
summer

November 2018 - The Board approved a high level Scheme of Del
We plan to update the Operations Scheme of Delegation once
department. Completion date is requested to be moved to April
August 18 - a revised Scheme of Delegation will be considered as pa
session on 20/21 September 2018

June 18 - The high level Scheme of Delegation is
Board for approval. The Operations Scheme o
approval, and will be amended following the

in September

dand'is with the Director of
w. Once the layout is agre emplate will be populated with the staff
and limits and circulated fol ent

Revised
Completion
Date

Evidence

Completed

0/09/2019

GDPR Compliance

Aug-18

David Allison

Laura Calder

Data Inventories - We recommend that Management agrees a timescale for academic
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

Initial meetings have taken place with all teaching Departments where any personal data
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.

Grade 2
(Operation)

the Document Management Project, the
rently major work is being carried out with
exercise of old paper documentation at Falkirk
and work to create a besp rocess for existing paper documentation. Business
and Communities have been the first academic department to have removed old
documentation and now there is a process being created to scan existing documents and
plore digitalisation of manual paper processes. An accurate audit will be carried out once
has been created. Engineering and Science are working on this exercise just now. The
all projects will be the move to the new Falkirk Campus.

018 - continuing to meet with Academic departments and updating

et Register. As part of the process working with departments to look at
artmental Document Retention Guide. Rob McDermott is in discussion with
r working group looking at a standardised retention guide for student assessment
which will provide appropriate guidance for departments.

roject is also worki 31/03/2019

canning proj

29/11/2019

Review of Credits
Return 2017/18

Sep-18

David Allison

David Allison

Distance and Flexible Learners - There is a risk that the College may not be able to evidence
satisfactory 1t and the achi of the required date for credits purposes in
the case of distance learners. The College should consider agreeing a set of whether flexible
or distance learners have achieved the required date for credits purposes with teaching
areas

While sampling of this area identified no students w|
progress, we agree that this is an area where guidanc
Credits are only claimed for progressing distance and fle
during this academic session.

May 2019 - | rtary Credits note written for Distance and Flexible Learners. |28/02/2019

G:\Credits\Supplementary Credits
Guidance - Distance or Flexible.docx

28/02/2019




[ : 10. National Fraud Initiative 2018/19
For Discussion

Forth
Valley

College 23 May 2019
AUDIT COMMITTEE

1. Purpose

To inform members of the College’s requirement to participate in the National Fraud Initiative
(NFI).
2. Recommendation Q

That the Committee
e confirms its commitment to the principal of the NFI
e reviews and comments on the completed self evaluation questi
e notes the actions the College is taking in relation to its participation in the

3. Background

The National Fraud Initiative (NFI) in Scotland is a counter-fraudhexercise led by Audit Scotland,

compare information about individuals held by different pu

public bodies can take action if any fraud or
fraud prevention arrangements, which thase

bodies include police authorities, local probation
boards, fire and rescue authoriti al councils, colleges and a number of private sector

bodies.

ical here is a fraud or error and investigations are required to
o be drawn for each match reported. The College will investigate
reported matches a propriate outcomes on a secure web application based on our

investigations
4. Datare t ission

2018/19 is the/first year Audit Scotland has requested that Forth Valley College participate in the

Initiative. The data required was limited to payroll / purchase ledger transaction
ing data. In the case of payroll data, this consisted of current employee standing data
luding NI numbers along with YTD earnings. For purchase ledger information, the College
ied address and transaction histories for the period 1 October 2015 to 30 September 2018.
This data was submitted in October 2018.

Privacy Notices

The Cabinet Office uses the term “Fair Processing Notices” to refer to infirming individuals that
their data is being shared. The Information Commissioner’s Office promotes the use of the term
“privacy notice” to describe the provision of this information, and this is the terminology that we




[ : 10. National Fraud Initiative 2018/19
Forth For Discussion

Valley

College 23 May 2019
AUDIT COMMITTEE

use. The College followed the guidance from Audit Scotland‘s website and duly published a notice
on the College intranet, and sent out a College wide email from the VP Finance & Corporate Affairs.

6. Outcomes

via the website as to the outcome of the investigation. Senior staff will und
investigations. The Vice Principal of Finance and Corporate Affairs has overall re
the review of NFI data.

7. External Audit Review

As part of the external audit programme Ernst & Young are
the NFI arrangements in place at the College. The College h
Scotland’s questionnaire in relation to the NFI and a cop
attached for review by the Committee.

uired by A land to review
een asked to complete Audit
completed questionnaire is

8. Next steps

e Complete the review of outcomes for 2 NFl and present findings to Audit
Committee (September 2019)

e Update the Anti-Fraud & C co P to include reference to the NFI (September
2019)

e Present external audit finding Audit Committee (November 2019)

9. Financial Implications — N
10. Equalities - N/a

11. Risk

atrix below the risk score. Risk is scored against Impact and Likelihood as
ery High.

Likelihood | Impact

‘ Low X
| Very Low X

Failure to participate in the NFl could result in frauds/errors going undetected. Review of matched
outcomes will mitigate against this.

Risk Owner — Alison Stewart Action Owner — Senga McKerr
Paper Author — Alison Stewart SMT Owner — Alison Stewart
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1. Purpose

To inform members that Scottish Government issued a revised Audit and Assurance Committee
Handbook in April 2018 and provide details thereof.

2. Recommendation
That members consider the revised handbook and how it should be applied
Committee of Forth Valley College.
3. Background

An effective Audit Committee is essential to a strong corporate governance cultuge within public
and private sector organisations. The revised handbook out the ntal principles
relating to the role, membership and work of Audit Committeesiwithin the public sector. It also
emphasises the sources available to Audit Committees in ad internal and external audits,
while recognising that a degree of flexibility, pragmatism e ionality sill be needed in
applying the guidance in the handbook to individual

Any significant non-compliance with thegpri les e Handbook should be explained and
reported in the annual Governance State

4. Key Considerations

The Handbook sets out four goo
1. Membership, ind

2. Skills
3. Role and scop
4., Communicati ort

committees to develop an assurance framework, and to understand the various sources of

i eives/and the role that each assurance provider plays. The revised handbook
: es of assurance “model to articulate an appropriate assurance framework.
ents are covered in Chapter 4 of the Handbook.

Appendix 1 summaries the requirements of the handbook under the 4 key principles. Areas where

rth ey College do not fully comply are highlighted. Those highlighted in green are deemed
a table deviations, while those highlighted in amber are deviations, which require action.
There are no deviations highlighted red, which would be required to be reported as non-compliant
in the annual Governance Statement.

The key actions that the Audit Committee will need to undertake are

e Issue letter of appointment for co-opted members

e Develop an assurance framework

e Consider training audit committee members on the new assurance framework
Review its Terms of Reference
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e Complete the Self-Assessment Checklist

5. Financial Considerations — None

6. Equalities—N/a A
7. Risk

Please indicate on the matrix below the risk score. Risk is scored against Impact a hood

Very Low through to Very High.

Likelihood Impact
Very High
High
Medium X
Low X
Very Low

By not adhering to the good practice princi
Governance of the College could fall belew t
taking forward the key actions noted in S4

ymmittees there is a risk that the
pected of a public sector body. By
will reduce this risk.

Risk Owner — Ken Thomson Action Owner — Alison Stewart

Paper Author — Alison Ste SMT Owner — Alison Stewart

)
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Appendix 1

1. Membership, independence, objectivity and understanding

The committee should be independent and objective, with members having a good understandi
of their role and objectives and priorities of the organisation.

e There should be at least 1 other non-executive member of th
members may be appointed to ensure an appropriate mix of

e The Executive and managers’ roles are to attend, provide inf
discussions as appropriate.

e The Accountable Officer and the Chief Operating Qfficer shoul
Committee, as should Internal and External Audit.

e The Committee should be able to sit privately withous on-members present if they
so wish.

fficer, the Vice Principal of
3| Auditor outside formal meetings.
(within the Scottish Government)
tings, however they should not be
/a for FVC.

t, with the Chair normally determining the

Finance & corporate Affairs, Internal
e [tis common for representatives
to attend Audit and Assurance
members of the Committee. Consi
e Members should declare con
appropriate action.
o All members of the Audit and e Committee should have a clear understanding
of: what is exp em — also including performance appraisal; criteria for
termination of me ation of appointment and renewal; and training.
e The terms of ould be clearly set out at the time of appointment (model
letter of ap tmen@i Handbook).

y largely complies with these requirements — Co-opted members

should receive al letter of appointment, Board appointment letters cover all other
memb.

2. Skills
The c ittee should have an appropriate mix of skills and knowledge.

The Committee needs a range of skills and experience relevant to various aspects of risk,
governance and control.

o At least one member of the committee should have recent and relevant financial
experience

e The committee should identify, periodically review, and agree with the Board and
Accountable Officer, the other skills required.

e The committee should be empowered to co-opt members or procure advice to provide
specialist skills, knowledge and experience that the committee needs.
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e All committee members should receive appropriate training and development to enable
them to understand and execute their role of the Committee effectively.

e The Chair should ensure that all committee members have an appropriate engagement
and understanding of the organisation, its objectives, business needs, priorities and risK
profile.

A competency framework for an Audit and Assurance Committee is provided in the Handbook.
e All members of the committee should have, or acquire as soon as possible after
appointment:
o understanding of the objectives of the organisation andd€urrent significant/issues
for the organisation;
o understanding of the organisation's structure, including key relationships such as
that with a sponsoring directorate/portfolio or a major‘partner;
o understanding of the organisation's culture;
o understanding of any relevant legislation ok other rules governing the
organisation;
o understanding of the organisation’s threeflines off@ssurance and sources of
assurance;
o broad understanding of the gevernmenténvifonment, particularly accountability
structures and current major initiatives.
e The committee should collectively possess:
o knowledge/skills/experience (asiappropriate and required) in:
= accounting;
= risk management;
= audit;
= technical'or specialist issues pertinent to the organisation's business.
o experienceCofymanaging similar sized organisations and people management

skills;

o understanding, of the wider relevant environments in which the organisation
operates;

o4 detailed understanding of the government environment and accountability
structures.

Forth Malley College largely complies with these requirements — a greater understanding and
implementation of the “three lines of assurance” has already been identified as a development
for.2019/205The Chair should consult with the Nominations Committee to review the skills mix
required.on the Audit Committee, and with members to review training needs.

3, Roleand scope
The committee should review the comprehensiveness and reliability of assurances on governance,
risk management, the control environment and the integrity of Financial Statements and the

Annual Report; with its work defined in its terms of reference.

3.1 Supporting the Board and Accountable Officer:
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Effective assurance supports the Accountable Officer and the Board in focussing on the right
issues and identifying which aspects of risk management, governance and control that are
functioning effectively and which need improvement.

e The Committee should help the Accountable Officer and Board to formulate
assurance needs and consider how well assurance received meets these

delivery of assurance.

e A well-designed assurance framework identifying all the key sources of a
organisation can help formulate assurance needs and delive
assurance frameworks is available in the Treasury Assura
document. The ‘three lines of assurance’ conceptual model is

o First line: management assurances from “front line
areas;
o Second line: oversight of management activitySimcluding effective management
information, separate from those responsilfié alivery, but not independent
of the organisation’s management chain; a
o Third line: independent and more
and from external bodies.

e The overall provision of assuranc viewed to test whether: the nature and
scope of the assurance providers’ ‘agti e Accountable Officer’s and Board’s
assurance needs; the credibilit dence of each provider; and whether

@lidance
;

operational

ce including Internal Audit

o The committee shou ly in commission assurance work if it identifies
i and control issues which are not being subjected

risk is over controlled (resource being wasted);

here is lack of evidence to support a conclusion (more assurance work may be

needed).

. surance should be obtained on risks across the organisation, including outsourced and
shared services, and risks that cross-organisational boundaries (e.g. major projects).

o

The priorities for assurance are considered every year as part of the internal audit planning. The
main area for development by Forth Valley College is a more formal assurance framework based
on the “three lines of assurance” model.

3.2 Internal & External Audit
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Internal Audit is carried out primarily for the benefit of the Accountable Officer and
Board/Executive of the organisation. Internal Audit should operate in accordance with the Public
Sector Internal Audit Standards and should provide an annual opinion on the overall adequacy
and effectiveness of the organisation’s governance, risk management and control processes. The
Auditor General is responsible for securing the external audit of most public-sector bodies.and
reporting on their financial health and performance. Audit work is carried out either byfAudit
Scotland staff or appointed firms of auditors.

e Therole of the Audit and Assurance Committee in relation to Internal Audit'should in¢lude
advising the Accounting Officer and Board on:
o the Internal Audit strategy and plans (including how well they “reflect the
organisation’s risk exposure)
the adequacy of Internal Audit resources
results of internal audit work
the annual Internal Audit opinion and annual repert; and
the performance of Internal Audit (includidg confermance with the applicable
standards)

O O O O

Auditor responsibilities are derived from statute/ thedCode of Audit Practice, International
Standards on Auditing (UK and Ireland) and prefessional requirements. Audited annual financial
statements including the independent extesnal“auditors™reports, and reports by the Auditor
General are sent to Scottish ministers to be laidibeforethe Scottish Parliament.

e The Committee should regularly engage with the external auditors and consider the
results of external audit work, the proposed actions against audit recommendations, the
planned external audit activity andthe coordination between internal and external audit.

Forth Valley College already complies with these requirements.
3.3 Governance

e The [Committee should understand the governance arrangements that support
achievement of the organisation’s strategies and objectives, especially:

o 4 the'vision and purpose;

o | mechanisms to ensure effective organisational accountability, performance and
risk management;

o roles, committee and other structures that discharge responsibilities, decision
making and reporting;

o ethics and values;

o communication of management information among the board and appropriate
areas of the organisation; and

o relations with relevant governmental bodies.

Forth Valley College already complies with these requirements — these topics are discussed at
board meetings.

3.4 Risk management & the control environment
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e The Committee should:
o understand the organisation strategy, operating environment and the associated

risks;
o understand the role and activities of the Board in relation to managing risk.

within these parameters.
o understands the framework for risk assessment, management and
the assignment of responsibilities
o critically challenge and review the risk management a amework, to
provide assurance that the arrangements are workin
o critically challenge and review the adequacy and
processes in responding to risks within the organisation’s
compliance and information systems.

ce, operations,

Forth Valley College already complies with these requirem

3.5 Financial management & reporting

e The committee should consider nting policies and any significant
estimates and judgements, if possib the start of the financial year. It should
review the clarity and comple - sures in the year-end financial statements.

e The committee should ex : hensive overview of the financial statements by
the VP Finance & Corpo : ding comparisons with the prior year and current
year budget, and ion for any issues arising. In reaching a view on the accounts,
the committee sh :

Report).
Vi llege already complies with these requirements.
3. ms of Reference

e The Committee’s terms of reference should be agreed by the Accountable Officer/Board
and made publicly available (including on the organisation’s website). The terms of
reference should be reviewed annually alongside the performance of the committee and
should not conflict with the guidance in this handbook. (Model terms of reference are
suggested in the handbook as well as a self-assessment checklist).

e The committee should not have any executive responsibilities or be charged with making
or endorsing any decisions. Relevant decisions should be made by the Accountable Officer
and Board.
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e The committee should have appropriate authority to require any member of the
organisation to report on the management of risk or on the control environment

e The Committee should provide timely feedback on its work to the Accountable Officer and
Board. A schedule of the Committee’s agreed delegations from the Board, and thé
mechanisms for feedback and assurance, should be formally documented.

e To fulfil their role, most committees will need to meet at least four times a year.

e The Committee will require access to funding to cover the costs incurred in fulfilling its
role

remuneration and working expenses of its members where.applicable;

training;

specialist external advice or opinions when required; and,

as agreed with the organisation, external review of the effectiveness of the

committee.

O O O O

Forth Valley College already has a terms of reference —git should be reviewed to ensure
compliance with the updated handbook.

4. Communication & Reporting

The committee should ensure that it has éffectivelcommuniCation with all key Stakeholders.

e A report should be prepared for theiAccounting Officer and Board after each meeting
covering: the business of the comimittee)and advice on any issues which they consider
the Accounting Officer and Bagard should action. If the minutes of the committee meeting
are used as the report, caré should be'taken in their presentation to highlight the advice
being provided. These reports sholild’be copied to Internal and External Auditors.

e The committee should haveygood relationships with those it seeks briefings from, and
those it provides.assurahce to:

o The committee should provide an open and honest Annual Report, timed to support the
preparation“of, the Governance Statement. This report is likely to be used by the
Accountable,Officer and Board in preparing their own reports as required by the Scottish
Government:

o The Annual Regport should summarise the committee’s work for the year past, and present
its opinion‘about:

o | the effectiveness of governance, risk management and control;

o the comprehensiveness of assurances in meeting the Accountable Officer’s and
Board’s needs;

o the reliability and integrity of these assurances;

o whether the assurance available is sufficient to support the Accountable Officer
and Board in their decision making and their accountability obligations;

o the implications of these assurances for the overall management of risk;

o any issues the committee considers pertinent to the Governance Statement and
any long term issues the committee thinks the Accounting Officer and/or Board
should give attention to;

o financial reporting for the year;

o the quality of both Internal and External Audit and their approach to their
responsibilities;
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o the committee’s view of its own effectiveness, including advice on ways in which
it considers it needs to be strengthened or developed.

e The Audit and Assurance Committee’s report should take into account any other relevant
assurance reports.
e There should be mutual rights of access between the Chair of the Audit Committee
Accountable Officer, Internal Audit and the External Auditor. Periodic discussionso
of the formal meeting help to ensure that expectations are managed and that t
mutual understanding of current risks and issues.
Forth Valley College already complies with these requirements. The Anbual Repo e
Audit Committee may need further development to ensure all of the above areasgare covered.
The Committee should complete the Self-Assessment checklist.




March 2018
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Foreword

An effective Audit and Assurance Committee* is essential to a strong corporate

governance culture within public and private sector organisations.

The role is a challenging one and needs strong, independent members with an
appropriate range of skills and experience. It will benefit from a strong collaborative
relationship with the organisation to ensure that the committee gets the suppert and
information that it needs. The committee will also need to act as the cons€ience 'of
the organisation. This means providing insight and strong consfructive challenge
where required, such as on risks arising from fiscal and resouree constraints, cyber-
attack and transformation programmes. It also means ehallenging thesagility of the

organisation to respond to emerging risks.

This revision of the Handbook** sets out the fundamentahprinciples with explanatory
good practice notes, relating to the role, membership and work of Audit and
Assurance Committees in those organisationsito whieh the Scottish Public Finance
Manual is directly applicable. This includes the core Scottish Government and bodies
sponsored by the Scottish Government such as Executive Agencies, Non Ministerial

Departments, Non Deparimental PubliesBodies and Other Significant Bodies.

The Handbook emphasises thesources of assurance available to Audit and
Assurance Committées in addition to internal and external audit. We encourage all
organisations withinithe ‘Scottish Government family to define their assurance needs,
map their various sources of assurance and develop an integrated approach to
assuran¢e which will secure best value for the public purse and embed best practice

prineipleswithintheir organisation.

A degree of flexibility, pragmatism and proportionality will be needed in applying the
guidance in this Handbook to individual organisations. For example, the use of the
term “Board” referred to in chapter 4 should be interpreted in the context of the “On
Board” Guidance (March 2017), which defines the differences between Statutory and
Management Advisory Boards. Subject to these caveats, any significant non-
compliance with the principles in this Handbook should be explained and reported in

the annual Governance Statement.

2



We commend this Handbook to you.

Leslie Evans Alyson Stafford

Permanent Secretary Director General Scottish Exchequer*

* Alternatively referred to as the Audit Committee / Audit and Risk Committé

and Risk Assurance Committee. For the purposes of this Handb ete

and Assurance Committee will be used in a generic context.

**The Scottish Government Audit and Assurance Co
and is consistent with, generally accepted princip
governance and the role of audit and assuranc

publications include:

e HM Treasury: Audit and Ris
e HM Treasury: Corporate
Code of Good Pra¢ti

e OPM and CIPFA;GoodiGovernance Standard for Public Services (2005)

e Financial Reporting ncil: The UK Corporate Governance Code (April

° Board:

inance Manual

uide for Members of Statutory Boards in Scotland (March

o oard: A Guide for Members of Management Advisory Boards (March

017)



Glossary of Terms

AO Accountable Officer

CoA Certificates of Assurance

DG Director General

IAD Internal Audit Directorate

NDPB Non Departmental Public Body

NMD Non Ministerial Department

NXD Non-Executive Director

OCIO Office of the Chief Information Offi

PSIAS Public Sector Internal Audit dards

SG Scottish Government

SGAAC Scottish Govern t d Assurance Committee
SPCD Scottish Pro entiand Commercial Directorate

3LA Three qurance
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Chapter 1: Good Practice Principles for Audit

and Assurance Committees

Principle 1: Membership, independence, objectivity and understanding

The committee should be independent and objective; in addition, each member

should have a good understanding of the objectives and priorities of the organi

and of their role as a committee member. O
Principle 2: Skills

The committee should corporately own an appropriate skills mix to carry

out its overall function.
Principle 3: Role and Scope

The committee should support the Acceuntable Officerand Board by reviewing the
comprehensiveness and reliability of assuran on governance, risk management,
the control environment and the int inancial statements and the annual

report.

The scope of the committ workishould be defined in its terms of reference and

should encompass all su e needs of the Accountable Officer and Board.
Within this, the com e should have particular engagement with the work of
a ent, the External Auditor, and financial management

Internal Audit,
munication and Reporting

and repodtingi

ommittee should ensure that it has effective communication with all key
keholders, for example, the Board, the Head of Internal Audit, the External Auditor
other relevant assurance providers e.g. Risk Manager. In addition, the role of
the Chair and provision of appropriate secretariat support are important elements in
achieving committee effectiveness. Good practice guidance on these roles is

provided, respectively, in Annex A and Annex B.
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Chapter 2: Membership, Independence,
Objectivity and Understanding

Independence

2.1 An effective Audit and Assurance Committee must have members who are bath
independent and objective. The Accountable Officer and Board should be supparted
by an Audit and Assurance Committee with no executive responsibilities, fomprising
of at least three members. The Chair should be a Non-ExecutivedVlember (NEBM)
[sometimes called a Non-Executive Director (NXD)] with relevant experience. There
should be at least one other NEBM/NXD on the committee; whenythere are
insufficient NEBMs/NXDs to form the committee, independent external members will
need to be appointed. The committee may also need 0 seekyfurther independent,
non-executive membership from sources other than.the:\Board in order to ensure an
appropriate level of skills and experiencegThese mémpers are appointed to the
Audit and Assurance Committee but notito the, Boards@nd the independence of the
committee from an executive function should,be‘its guiding ethos. In order to operate
in an independent and competent manner;, the ‘committee should possess the
requisite knowledge and skills 40 effectively engage with and challenge the

organisation (see Chapter4: Roleiand Scope).
Relationship with the Executive of the organisation

2.2 Executive members of'the organisation should not be appointed to the Audit and
AssurancesCemmittee. The role of the executive managers is to attend, to provide
information, and to participate in discussions, either for the whole duration of a

meeting,or foFparticular items.

2.3 The Accountable Officer and the Finance Director should routinely attend the
Audit and Assurance Committee. It is also normal for the Head of Internal Audit and
a representative of the External Auditor to attend. However, the strategic internal
audit terms of reference, which forms the basis of the relationship between the body

and internal audit, should also provide for the Audit and Assurance Committee to sit



privately without any non-members present for all or part of a meeting if they so

wish.

2.4 It is also good practice for the Chair of the Audit and Assurance Committee to
meet the Accountable Officer, the Finance Director, the Head of Internal Audit and
the External Auditor’s senior representative outside of the formal committee structure

(see Chapter 5: Communication and Reporting).
Other participants

2.5 ltis also common for representatives of sponsoring or sponsored bodies to
attend Audit and Assurance Committee meetings (for example, a member of the
core Scottish Government may attend the Audit and Assurance Cemmittee of one of
its Executive Agencies or bodies). However, such representatives should not be

appointed as members of the committee.
Conflicts of interest

2.6 Normally the process for recording deelarations of conflicts of interests in the
Audit and Assurance Committee shodld'mirrar,the processes used at Board level.
Each member of the committee shauld take personal responsibility to declare pro-
actively any potential conflict.ofiinterest arising out of business on the committee's
agenda or from changes in the member's personal circumstances. The Chair should
then determine an appropriate course of action with the member. For example, the
member might simply be, asked to leave while a particular item of business is taken;
or in more extreme cases the member could be asked to leave the committee. If it is
the ChaiWho hasyasconflict of interest, the Board or Accountable Officer should ask
another member of the committee to lead in determining the appropriate course of
action. Aykey factor in determining the course of action will be the likely duration of
the'eonflict of interest: a conflict likely to endure for a long time is more likely to

suggest that the member should leave.



Terms of appointment

2.7 All members of the Audit and Assurance Committee should have a clear

understanding of:
+ what is expected of them in their role, including time commitments;

* how their individual performance will be appraised, including a clear

understanding of what would be regarded as unsatisfactory performance a
the criteria which would indicate the termination of Audit and As @
Committee membership should be considered;

» the duration of their appointment and how often it may be renewed; and

training required and how this will be provided.

be clearly set out at the time of appointm
at Annex C. The letter should also sp
may not undertake in relation to the organ

any remuneration from other activi d be given careful consideration.

)
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Chapter 3: Skills

The committee should corporately own an appropriate skills mix to allow it to carry

out its overall function.
Range of skills

3.1 The committee is charged with ensuring that the Board and Accountable Officer
of the organisation gain the assurance they need on risk management, governance
and internal control. So, it needs a range of skills and experiencérelevantito various
aspects of risk, governance and control. A competency framework for anfAudit and

Assurance Committee is at Annex G.

3.2 Because of the importance of financial managementand, financial reporting to
every organisation, at least one member of the committee should have recent and
relevant financial experience. This experience shouldbe sufficient to allow them to
engage competently with financial management‘and reporting in the organisation,

and associated assurances.

3.3 The committee should identify, @nd agree with the Board and Accountable
Officer, the other skills required for committee effectiveness. These identified skills
should inform the choice of members of the committee. The required skills set should

be periodically reviewgd.

3.4 Although Addit'and Assurance Committee members are recruited for their

individual skills,iit is vital that they are able to work collaboratively.

Additional skills
3.5 The committee should be empowered to either:

« co-opt members for a period of time (not exceeding a year, and with the
approval of the Board and/or Accountable Officer) to provide specialist skills,
knowledge and experience that the committee needs at a particular time; (Co-
opted members may be remunerated at an appropriate rate for the time and

effort they are expected to contribute); or


http://www.gov.scot/Publications/2008/08/08140346/14

e procure specialist advice at the expense of the organisation on an ad-hoc
basis in order to support in relation to particular committee business. Budgets
for such procurement should be approved by the Board and/or Accountable
Officer.

Training and development

3.6 All committee members, whatever their status or background, will have trai

and development needs. Those who have recently joined the Audit and Ass

understand the organisation. In particular, those joining a publi
Assurance Committee for the first time will need training,to help t
public sector standards, especially those relating to go ce and accountability
and internal audit (PSIAS).

3.7 The Chair should, in addition, ensure ee members have an

appropriate programme of engagemen sation and its activities to help
them understand the organisation, it j s, business needs, priorities and risk
profile. Consideration should be gi derpinning such programmes with

training and/or learning plans.

)
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Chapter 4: Role and Scope

Supporting the Board and Accountable Officer

4.1 Accountable Officers and Boards have many issues competing for their attention.
One of the challenges they face is knowing whether they are giving their attention to
the right issues. Key to addressing this is assurance, defined as: “an evaluated
opinion, based on evidence gained from review, on the organisation’s governance;

risk management and internal control framework”

4.2 Assurance draws attention to the aspects of risk management, governance and
control that are functioning effectively and, just as importantly, theyaspeets which
need to be given attention to improve them. An effective'tisk management
framework and a risk-based approach to assurance helps anfAccountable Officer
and Board to judge whether or not its agenda is feecussing,on'the issues that are
most significant to achieving the organisatien’s @bjectives and whether best use of
resources is being made. The Audit and/Assurancei®Committee can help the
Accountable Officer and Board to formulatetheirassurance needs, and then
consider how well assurance received actually meets these needs by gauging the
extent to which assurance on fisk managément is comprehensive and reliable.
Assurance cannot be absolute so'the committee will need to know that the
organisation is making effeetivetise of the finite assurance mechanisms at its

disposal, targeting areas of greatest risk. This can include carrying out a ‘Deep Dive

exercise of risks that'the committee determine are key threats to the organisation.

4.3 Formulationof'the specific assurance need is key to determining the resource
thatmeedsito be dedicated to delivery of assurance in the organisation. Key

élementsiinclude:

»  the strategic outcomes and objectives which the organisation is charged to

deliver, and the associated risks and control mechanisms;
« the sources of assurance available; and

» the level of confidence required in assurances, including the extent to which

the range of assurance providers can be relied on by Internal Audit in

11



delivering its overall opinion on risk, control and governance in accordance
with the Public Sector Internal Audit Standards.

4.4 A well designed assurance framework will help. At its simplest, this will identify all
the key sources of assurance in the organisation and seeks to orchestrate them to
best effect. This can help to ensure that gaps are reduced or eliminated and
unnecessary duplication avoided. A conceptual model that is often used to help to
categorise the various sources of assurance is the ‘three lines of assurance’. By
defining the sources of assurance in three broad categories, it helps to understand
how the type and nature of the mechanisms can contribute to thefbigger assurance

picture:

* First line: management assurance from “front lihg” or business’operational

areas,;

« Second line: oversight of management agtivity, ineluding effective
management information, separate,from thoselresponsible for delivery, but

not independent of the organisatien’s‘management chain; and

« Third line: independent andfmore‘@bjective assurance, including the role of
Internal Audit and from external badies (e.g. accreditation and Gateway
reviews). Further detail ofithe role of Internal Audit is provided later in this

chapter.

4.5 An understanding ofithe three lines of assurance can help the Audit and
Assurance Committeg to play a key role in helping the Accountable Officer and
Board establish ameptimum mix of assurance. For example, management and
oversight assurance activities can be harnessed to provide coverage of routine
operations, with Internal Audit activity more effectively targeted at riskier or more
complex areas. As well as strengthening assurance arrangements, this helps the
Audit and Assurance Committee to demonstrate added value to the organisation.
Advice on developing assurance frameworks is available in the Treasury Assurance

Framework Guidance document.
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4.6 The overall provision of assurances to the Accountable Officer and Board should
be reviewed by the Audit and Assurance Committee, which should constructively

challenge:

« whether the nature and scope of the assurance providers’ activity meets the

Accountable Officer's and Board’s assurance needs;
» the credibility and independence of each provider; and

« where appropriate, the actual assurances to test that sufficient reliable

evidence and that conclusions are reasonable in the context of thexevidence.

The committee should also be proactive in commissioning assurance work from
appropriate sources if it identifies any significant risk, gavernance and control issues
which are not being subjected to sufficient review, anddn seeking assurance on

weaknesses identified by reviews are actually remedied,by management.

A “prompt” list of questions for Audit and Risk Ass@irance Committees to ask is

provided at Annex F.
4.7 The overall committee view may draw"attention to areas where:
» risk is being appropriately, managed (no action needed);
« risk is inadequatelycontrolled (action needed to improve control);

» risk is overieantrolled (resource being wasted which could be diverted to

other use); and/or

» there is]lack of evidence to support a conclusion. If this concerns areas
material to the organisation’s operations more assurance work may be

needed, subject to an assessment of costs and benefits.

418 Assurance should be obtained on risks across the organisation. The governance
structure of the departmental family/group will therefore need to ensure that there is
effective communication on risks and control to ensure appropriate visibility of and
timely action on such matters as well as to feed into the annual Governance

Statement.
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4.9 Similarly assurance on the risk and control environment should also encompass
services outsourced to external providers, including shared service arrangements, so
that all key elements of the organisation are considered as parts of the wider

organisation and business function.

4.10 It is also good practice to have reasonable oversight of risks that cross
organisational boundaries, for example, in major projects. This could include a
Chairs of Audit and Assurance Committee Forum. Any such forum should focusien

assurances on cross organisational governance, risk and control arrangements:
Internal and external audit

4.11 For any government organisation there will always be two significant sources of

independent and objective assurance: Internal Audit and‘External Audit.

4.12 The work of Internal Audit is carried out primarily for the benefit of the
Accountable Officer and Board/Executive of the'organisation and is likely to be the
single most significant resource used by, theleommittee'in discharging its
responsibilities. This is because the Head"of Internal Audit, in accordance with the
Public Sector Internal Audit Standards, has,a responsibility to provide an annual
opinion on the overall adequacy and effectiveness of the organisation’s governance,
risk management and contrel processes. There is consequently a major synergy
between the purpose ofsthe Head.of Internal Audit and the role of the Audit and

Assurance Committée.

4.13 In central government, the Auditor General is responsible for securing the
external gudit offmest public sector bodies in Scotland and reporting on their
financial*health and performance. Audit work is carried out by Audit Scotland staff
and appeinted auditors including private firms. This includes the audits of financial
statements as well as performance and Best Value audits. All external auditors
appointed by the Auditor General are required to follow the Code of Audit Practice
which outlines their responsibilities. Once appointed, auditors act independently in

carrying out their responsibilities and in exercising professional judgement.

4.14 The role of the Audit and Assurance Committee in relation to Internal Audit
should include advising the Accounting Officer and Board on:

14



the Internal Audit strategy and periodic Internal Audit plans, forming a view
on how well they reflect the organisation’s risk exposure and support the

Head of Internal Audit’s responsibility to provide an annual opinion;
the adequacy of the resources available to Internal Audit;
the Internal Audit charter/terms of reference for Internal Audit;

the results of Internal Audit work, including reports on the effectiveness of
systems for governance, risk management and control, and management

responses to issues raised;
the annual Internal Audit opinion and annual report; and

the performance of Internal Audit, including conformance with the applicable
standards, expected performance measures, and the results of both internal

and external quality assessments.

4.15 Auditor responsibilities are derived from statutegthe Code of Audit Practice,

International Standards on Auditing (UK andylreland) and professional requirements.

These include:

undertaking statutoryduties, and complying with professional engagement
and ethical standards

providing an @pinion‘@n audited bodies’ financial statements and, where
appropriatefthe regularity of transactions

reviewing and reporting on, as appropriate, other information such as annual
gavernance statements, management commentaries and remuneration
reports

notifying the Auditor General when circumstances indicate that a statutory

report may be required.

416 The Code of Audit Practice defines a wider scope for public audit that goes

beyond the financial statements. This includes work that contributes to audit

judgements and conclusions on the appropriateness, effectiveness and impact of

corporate governance, performance management arrangements and financial

sustainability. External auditors will report annually to those charged with
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governance on the results of their work covering both the financial statements and
wider scope audit work. Audited annual financial statements including the
independent auditors’ reports, and reports by the Auditor General are sent to

Scottish ministers to be laid before the Scottish Parliament.

4.17 It is important that the Audit and Assurance Committee engages regularly with
external audit. The committee should consider the results of external audit work and
the proposed actions against audit recommendations. The committee should alse
consider planned external audit activity and enquire about the level of cogrdination
and engagement between internal and external audit to ensure thiere’is no

unnecessary duplication of audit work.
Governance

4.18 It is essential that the committee understands how governance arrangements

support achievement of the organisation’s strategiesyandyebjectives, especially:
» the organisation’s vision and p@rpose;

* mechanisms to ensure effectivVelerganisational accountability, performance

and risk management;

» role definitions, committegyand other structures to support effective

discharge of respensibilities, decision making and reporting;
«  promotiommef appropriate ethics and values within the organisation;

+ communication of management information, including on risk and control

among the board and to appropriate areas of the organisation; and

» relations with ALBs including reporting functions to relevant AACs and

Scottish Government.

16



Risk management and the control environment
4.19 It is also essential that the committee:

+ understands the organisation’s business strategy, operating environment
and the associated risks, taking into account all key elements of the

organisation as parts of an “Extended Enterprise”;

» understands, where applicable, the role and activities of the Board (or

equivalent senior governance/advisory body) in relation to managing risk;

« discusses with the Board its policies, attitude to and appetite for risk'to
ensure these are appropriately defined and communicated so management

operates within these parameters;

* understands the framework for risk assessment, management and

assurance and the assignment of responsibilities;

+ critically challenges and reviews)therisk management and assurance
framework, without second guessing,management, to provide assurance

that the arrangements are activelyiworking in the organisations; and

« critically challenges andreviews the adequacy and effectiveness of control
processes in responding torisks within the organisation’s governance,

operations, gompliance and information systems.
Financial management and reporting

4.20 The committee should consider significant accounting policies, any changes to
themgand-any significant estimates and judgements, if possible before the start of
the financial year. It should also review the clarity and completeness of disclosures
in thelyear-end financial statements and consider whether the disclosures made are

set properly in context.

4.21 The committee will not itself be able to review the accounts in detail in order to
advise the Accounting Officer whether they are true and fair. Ideally, the committee
should expect a comprehensive overview of the financial statements by the Finance

Director, including comparisons with the prior year and current year budget, and an
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explanation for any issues arising. In reaching a view on the accounts, the committee

should consider:
+ key accounting policies and disclosures;

« assurances about the financial systems which provide the figures for the

accounts;
» the quality of the control arrangements over the preparation of the accounts;
+ key judgements made in preparing the accounts;

« any disputes arising between those preparing the accounts and the auditors;

and

* reports, advice and findings from external audit (especially the Audit
Completion Report — ISA 260 Report).

Terms of reference

4.22 The committee’s terms of referenee, should be agreed by the Accountable
Officer/Board and made publicly available (including on the organisation’s website).
It is important that a balance isistruckiduring meetings between corporate
governance, risk management, control and financial reporting items. The terms of
reference should be reviewed annually alongside the performance of the committee.
Model terms of referenee are'suggested at Annex D. A suggested self-assessment

checklist is provided'at Anhex H.

4.23 The respopsibilities assigned to the committee should not provide any conflict
withdhe guidance in this handbook, in particular by compromising independence.
The committee should not have any executive responsibilities or be charged with
making or endorsing any decisions, although it may draw attention to strengths and
weaknesses in control and make suggestions for how such weaknesses might be
dealt with. The overarching purpose of the committee is to advise the Accountable
Officer and Board; it is then the Accountable Officer and Board that make the

relevant decisions.

18


http://www.gov.scot/Publications/2008/08/08140346/11
http://www.gov.scot/Publications/2008/08/08140346/15

4.24 The committee should have appropriate authority to require any member of
the organisation to report on the management of risk or on the control environment
within their areas of responsibility, in general terms or in respect of specific issues,

either by:
« attending a committee meeting; or

» providing written report(s) to the committee to help the committee in fi @
its role.

4.25 The Accountable Officer and Board need adequate and ti

work of the committee in order to consider its contributions for

A model “core programme” of work for a Com

provided at Annex E.

4.27 The committee will require accgss ing to cover the costs incurred in
fulfilling its role. The funding shaould @ ient to:
* meet any remune n working expenses of its members (where
applicable);

training needs of its members;
ist (external) advice or opinions when required; and

d with the organisation) provide external review of the effectiveness

he committee.
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Chapter 5: Communication and Reporting

Communication between the Committee and the Board

5.1 The work of the Audit and Assurance Committee needs to be effectively
communicated. After each meeting of the committee a report should be prepared for

the Accounting Officer and Board to:

+ summarise the business taken by the committee, explaining if ne€essary

why that business was regarded as important; and

« offer the views of, and advice from, the committee on issues which they

consider the Accounting Officer and Board should take action‘on.

5.2 If the minutes of the committee meeting are used as the report, care should be
taken in their presentation to highlight the advicesbeing previded. These reports
should be copied to the Head of Internal Audit andfthe External Auditor (especially if

the report contains advice about or to thejauditoers).
Improving relationships

5.3 It is important for the Gemmittee to have good relationships and communication
with those it seeks briefings from, and those it provides assurance to. This ensures
that it is effectively engagediwith the organisation and able to fulfil its function. This
should include where risks cross organisational boundaries, for example, in major

projects.
Annual reports

54 The cemmittee should provide an Annual Report, timed to support the
preparation of the Governance Statement. This internal report needs to be open and
hanest in presenting the committee’s views if it is to be of real benefit to the
Accountable Officer and Board. This report is likely to be used by the Accountable
Officer and Board in preparing their own report for publication in fulfilment of the

reporting requirements of the Scottish Administration.
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5.5 The Annual Report should summarise the committee’s work for the year past,

and present its opinion about:

the effectiveness of governance, risk management and control;

the comprehensiveness of assurances in meeting the Accountable Officer’s

and Board’s needs;
the reliability and integrity of these assurances;

whether the assurance available is sufficient to support thesAccountable

Officer and Board in their decision taking and their accountabilityobligations;
the implications of these assurances for the overall management of risk;

any issues the committee considers pertinent to thelGovernance Statement
and any long term issues the committee thinks'the Accounting Officer and/or

Board should give attention to;
financial reporting for the year;

the quality of both Internali@and External Audit and their approach to their

responsibilities; and

the committee’spuview of,its own effectiveness, including advice on ways in

which it considers it'needs to be strengthened or developed.

5.6 The Audit and Assurance Committee’s report should take into account any other

relevant assuranee reports.

Bilaté€ral communications

5.7There should be mutual rights of access between the Chair of the Audit and

Assurance Committee, the Accountable Officer, Head of Internal Audit and the

External Auditor. Periodic discussions outside of the formal meeting help to ensure

that expectations are managed and that there is mutual understanding of current

risks and issues.
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Annex A: The role of the Chair: good practice

A.l1 Role of Chair

The role goes beyond chairing meetings and is key to achieving committee

effectiveness. Key activities in addition to committee meetings should include the

following.

22

Before each meeting the Chair and the Committee Secretary should meet to
discuss and agree the business for the meeting. The Chair should take
ownership of, and have final say in, the decisions about what buSiness will

be pursued at any particular meeting.

Meeting time should be optimised by making surethat all agenda papers are
issued in good time and then having each paper summarised outlining the
key points, cross referred to the organisational business and risk agenda

and stating what action the committee isirequired to take.

The Chair should ensure thatsafter eaech meeting appropriate reports are
prepared from the committee to the Accountable Officer and Board. An

annual report to the Aceountable Officer and Board should also be provided.

The Chair shouldihave bilateral meetings at least annually with the
Accountable Officer,the Head of Internal Audit and the External Auditor. In
addition, thei€hairshould meet any people newly appointed to these

positions as soon as practicable after their appointment.

The Chair should also ensure that all committee members have an
appropriate programme of engagement with the organisation and its
activities to help them understand the organisation, its objectives, business

needs and priorities.

The Chair of the Audit and Assurance Committee should establish a
mechanism enabling key stakeholders to consider the overall risk and

assurance needs (see 5.3).



Encouraging good, open relationships between the committee, Accountable
Officer, Finance Director and Internal and External Auditors. There are a

number of ways that a Chair can encourage this.

The profile of the committee can be raised to support and add weight to audit work

by:
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promoting audit issues internally with relevant Board members and other

directors to make sure they appreciate the value of audit;

holding managers within the organisation to account forgthe implementation

of audit recommendations; and

calling appropriate business heads to meetingsfor example;t0 explain how
they are delivering their agreed actions on riskg*forwhich they are

responsible.

Arranging separate meetings for the, Chair; Non-Executives and independent
members and Internal and External Auditors to help establish open working

relationships;

Arranging meetings with the*Chair, Internal Auditors and the Finance
Director etc in the weeksleading up to the committee meeting to discuss

areas for the agenda andgpapers that should be provided;

Arrangingmmeetings with the Internal Auditors (and possibly External Audit)
immediately before the committee meeting to help give focus to discussions;

and

The'Chair should ensure that there is an appropriate process between
meetings for action points arising from committee business to be
appropriately pursued. The Chair should also ensure that members who
have missed a meeting are appropriately briefed on the business conducted
in their absence. Chairs may choose to rely on the Secretariat to take these

actions.



A2 Appraisal

The Chair should take the lead in ensuring that committee members are provided
with appropriate appraisal of their performance as a committee member and that
training needs are identified and addressed. The Chair should seek appraisal of their

performance from the Accountable Officer (or Chair of the Board, as appropriate).

The Chair should ensure that there is a periodic review of the overall effectivenes

the committee and of its terms of reference.
A.3 Appointments

The Chair should be involved in the appointment of new committee me rs,
including providing advice on the skills and experienc ing soug he

committee when a new member is appointed.

The Chair should also be actively involved in th i of the Head of Internal
Audit.

A.4 Resources

The Chair is responsible for e{ e work of the committee is appropriately

resourced. \
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Annex B: Committee support: good practice

B.1 The secretariat should be able to support the Chair in identifying business to be
taken, and the relevant priorities of the business. For this reason, and as the Audit
and Assurance Committee is a committee of the Board, the Committee’s Secretariat
function should be supervised by the Board Secretariat. The Chair of the commitie@
and the Secretariat should agree procedures for commissioning briefing to
accompany business items on the committee’s agenda and timetables foritheissue
of meeting notices, agendas, and minutes. The Chair of the committée should

always review and approve minutes of meetings before they are circulated.

B.2 The specific responsibilities of the Audit and Assurance Committee Secretariat

should include:
* meeting with the Chair to prepare agendasifer meetings;
* commissioning papers as necessaryito support agenda items;
« circulating meeting documentsfimygoad time before each meeting;

« arranging for executives to beyavailable as necessary to discuss specific

agenda items with.the committee during meetings;

» keeping a record ofimeetings and providing draft minutes for the Chair’s

approval;
* epswring,action points are being taken forward between meetings;

s2. support the Chair in the preparation of committee reports to the Accountable
Officer and Board;

« 7 arranging the Chair’s bilateral meetings with the Accountable Officer, the
Head of Internal Audit, the External Auditor, and, in ALBs, with the Chair of

the Board etc;

* keeping the Chair and members in touch with developments and relevant

background information about developments in the organisation;
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* maintaining a record of when members’ terms of appointment are due for

renewal or termination;

* ensuring that appropriate appointment processes are initiated when

required;
* ensuring that new members receive appropriate induction training, and th
all members are supported in identifying and participating in ongoing

training; and
* managing budgets allocated to the committee. O

B.3 When the committee decides to meet privately, the Chair sheuld decide whether

the Secretariat members should also withdraw. If so, the,Chair sho nsure that an
adequate note of proceedings is kept to support the ¢ e’s conclusions and
advice.

\
)
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Annex C: Model letter of appointment

It is recommended that the following issues be included in the Letter of Appointment

of an Audit and Assurance Committee member.
Appointment and purpose

You are hereby appointed as a member of the Audit and Assurance Committee of (
organisation). As a member of the committee you are accountable to theBoard (,or
Accountable Officer where appropriate) through the Chair of thedCommittee. Your
appointment is for ( number) years from ( date). This appointment may berenewed (

number) times ( by mutual agreement) after the duration of this appointment.

The committee is a committee of the Board of ( organigation) and its purpose is to:

review the comprehensiveness of assuran€esiin meeting the assurance
needs of the Board and Accountable,Officer;

« review the reliability and integrity of,these assurances;

« review the integrity of the finan€iahstatements; and

« advise the Board and Acceuntable Qfficer about how well assurances
consequently suppert them in deeision taking and in discharging their

accountability obligations.

A copy of the committee's Terms of Reference is enclosed. The committee is chaired
by ( name) andfthe etherimembers are ( names). [ It is recommended that new

members be provided with a list of contact details.]
Supportiand training

The,Secretary of the Committee is ( name/contact details) and he/she will shortly be

inptouch with you to discuss and arrange appropriate induction training.

T0o help you understand the governance arrangements and the role of Audit and
Assurance Committees in government, you should read the Audit and Assurance

Committee Handbook published by the Scottish Government.
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Commitment and remuneration

The committee meets at least four times each year, but additional meetings may be
required from time to time. You will also be expected to undertake appropriate
training and activities designed to keep you in touch with the organisation's activities
and priorities. Your remuneration will be ( include details of daily rate and procedures
for claims and payment). All monies paid in connection with this appointment are
taxable and it is your responsibility to make appropriate arrangements in respect of

income tax.
Expenses and subsistence

Travel and subsistence costs will be paid in accordance with ( theserganisation's)
standard arrangements.

A copy of the current rates and conditions is enclosed(for yourinformation.
You are entitled to claim the following expenses andésubsistence:

« travel expenses to and from homeito theymeeting venue;
o travel and subsistence expensésiincurred as part of the work of the committee
away from the normal venue; and

e dependent care costs.

You would be entitled to'travel'standard class by rail. Any further clarification on ( the
organisation's) arrangementsishould be sought via the Secretary of the Committee.
As a rule of thumb the aimyis to use the most efficient and economic means of travel,

taking into.account sustainability, subsistence costs and savings in time.
Conflicts ef interest

Any,potential conflict of interest for you in your committee role, including any arising
fram a'change in personal circumstances during your period of appointment, must be

declared to the Chair of the Committee.
Appraisal

As a member of the committee you will be subject to appraisal by the Audit and

Assurance Committee Chair ( include brief details of the appraisal process).
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Conduct

You are expected to conduct yourself in accordance with the principles of the Seven
Principles of Public Life identified by the Committee on Standards in Public Life. A

copy of the Seven Principles of Public Life is enclosed.
Liability

Under the terms of the Scottish Public Finance Manual issued by the Scottish

which is incurred in the execution or purported execution of thei

functions, save where the person has acted recklessly.

Termination

If you choose to resign from this appoint ty Il be expected to give (number)
months’ notice, unless your circumstan changed in a way that make it

appropriate for you to resign immedie r performance as a committee
member is decided to be unacc appraisal) or if your conduct (including
conflicts of interests) is u ble your appointment may be terminated by the

Board/Accountable Office te'as appropriate).

&
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Annex D: Model terms of reference

The Board (and/or Accountable Officer - delete as appropriate) has established an
Audit and Assurance Committee as a Committee of the Board to support in their

responsibilities for issues of risk, control and governance and associated assurance

through a process of constructive challenge.
Membership O

The members of the committee are:

e non-executive directors: ( List those who are appointed to,the committee);

« independent external members: ( List those whoiare appoin the Audit

and Assurance Committee; in all cases indicate

when the appointment is due to end/become el
The committee will be Chaired by ..........
The committee will be provided with a secretari nction by ........

Reporting

e The committee will al port in writing to the Board and Accountable
[ et copy of minutes of the meeting may form the

committee will advise the Board and Accountable Officer on:

« the strategic processes for risk, control and governance and the governance

statement;
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« the accounting policies, the accounts, and the annual report of the
organisation, including the process for review of the accounts prior to
submission for audit, levels of error identified, and management's letter of
representation to the external auditors;

« the planned activity and results of both internal and external audit;

« the adequacy of management response to issues identified by audit activity,
including external audit's management letter/report;

« the effectiveness of the internal control environment;

e assurances relating to the corporate governance requirements for(the
organisation;

« (where appropriate) proposals for tendering for either internal or external audit
services or for purchase of non-audit services fram contractersswho provide
audit services; and

« anti-fraud policies, whistle-blowing processes, and arrangements for special

investigations.

The Audit and Assurance Committee wilhalseyperiadically review its own
effectiveness and report the results of that reviewsto the Board and Accountable
Officer.

Rights
The committee may:

« co-opt additional'members for a period not exceeding a year to provide
specialist skillsj knowledge and experience; and
e procure gpecialist ad-hoc advice at the expense of the organisation, subject to

budgetséagreed by the Board or Accountable Officer.
Access

The Head of Internal Audit and the representative of External Audit will have free and

confidential access to the Chair of the Committee.
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Meetings

The procedures for meetings are:

the committee will meet at least four times a year. The Chair of the Committee
may convene additional meetings, as he/she deems necessary;

a minimum of ( number) members of the committee will be present for the
meeting to be deemed quorate;

committee meetings will normally be attended by the Accountable Offieer, the
Finance Director, the Head of Internal Audit, and a representative (of External
Audit ( add any others who may routinely attend such ag representatives of
sponsoring/sponsored bodies);

the committee may ask any other officials of thederganisationfterattend to
assist it with its discussions on any particular matter;

the committee may ask any or all of those who normallyattend but who are
not members to withdraw to facilitate open andfrank discussion of particular
matters;

the Board or Accountable Officer may ask,the committee to convene further
meetings to discuss particulafissues omwhich they want the committee's

advice.

Information requirements

For each meeting the committee will be provided with:

32

a report summarising any significant changes to the organisation's Risk
Register;
a ‘progress report from the Head of Internal Audit summarising:

o work performed (and a comparison with work planned);

o key issues emerging from Internal Audit work;

o management response to audit recommendations;

o significant changes to the audit plan;

o any resourcing issues affecting the delivery of Internal Audit objectives;
a progress report from the External Audit representative summarising work
done and emerging findings.



As and when appropriate, the committee will also be provided with:

e business update reports from the Accountable Officer;

« the Charter / Terms of Reference of the Internal Audit Directorate;
o the Internal Audit Strategy;

o the annual Internal Audit Plan

o the Head of Internal Audit's Annual Opinion and Report;

e quality assurance reports on the Internal Audit function;

« the draft accounts of the organisation;

« the draft governance statement;

e areport on any changes to accounting policies;

o External Audit's management letter/report;

e areport on co-operation between Internal and B>

e areport on the Counter Fraud and Bribe

e reports from other sources within t
assurance framework (eg Best

Reviews, Health Check Revie ance Reviews, Digital 1st Service

Standard Reviews, Procure ability Reviews, Procurement Key Stage
Reviews).
The above list suggests mini uirements for the inputs which should be

provided to the commiittee. ome cases more may be provided.
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Annex E: Example Annual Core Work

Programme

Spring Meeting

Review performance relating to risk management

Review the Internal Audit charter / terms of reference, strategy and the
periodic work plan for the coming financial year

Consider External Audit plans for the coming financial year

Consider any reports from Internal Audit and management responses
Consider financial reports, including relevant information abeut financial
performance and achievement of financial targets

Consider any reports from other sources within(the “three lines of assurance”

integrated assurance framework

Summer Meeting
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Review performance relating 46°rfisk. management

Review and consider the accounts for the financial year just finished
Consider (emerging) External Audit opinion for the financial year just finished
Review assurances providediby senior staff for the annual governance
statement

Consider laternahAudit opinion for the financial year just finished

Consider an annual report on fraud and security

Advise thesAecountable Officer on signing the accounts and governance
statement

Censider any reports from Internal Audit and management responses
Consider a financial report, including relevant information about financial
performance and achievement of financial targets

Consider an annual report to the Board and Accountable Officer

Consider any reports from other sources within the “three lines of assurance”

integrated assurance framework



Autumn Meeting

Review performance relating to risk management

Review the performance management arrangements adopted by the body
including, where appropriate, the timetable for reviewing such arrangements
Consider any reports from Internal Audit and management responses
Consider the External Audit management letter for the previous financial

and the response to/implementation of any recommendations

Consider a financial report, including relevant information about fi
performance and achievement of financial targets

Consider any reports from other sources within the “three lines of @ssurance”

integrated assurance framework

Winter Meeting
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Review performance relating to+i

Consider any reports from Internal d management responses

Consider a financial report, i vant information about financial

Consider the com n effectiveness in its work
Review the co s of Reference
Consider an orts from other sources within the “three lines of assurance”

integrat ranee framework



Annex F: Key lines of enquiry

This list of questions is not intended to be exhaustive or restrictive nor should it be
treated as a tick list substituting for detailed consideration of the issues it raises.
Rather it is intended to act as a 'prompt' to help the committee ensure that their work

is comprehensive.
On the strategic processes for risk, control and governance, how do we know:

« that the risk management culture is appropriate?

that there is a comprehensive process for identifying and evaluating risk, and

for deciding what levels of risk are tolerable?

« that the risk register is an accurate reflection of theyrisks facing the
organisation?

« that appropriate ownership of risk is in place®

« that management has an appropriate view of how effective internal control is?

« that risk management is carried out in‘aywayithat really benefits the
organisation or is it treated as_agbox tieking’exercise?

« that the organisation as a whole is aware of the importance of risk
management and of thelorganisation's risk priorities?

« that the system of internal centrol will provide indicators of things going
wrong?

o that the AO's annual governance statement is meaningful, and what evidence
underpifs it?

« thatithe governance statement appropriately discloses action to deal with
material problems?

« thattheorganisation is appropriately considering the results of the

effectiveness review underpinning the governance statement?
On risk management processes, how do we know:

« how senior management (and Ministers where appropriate) support and
promote risk management?
« how well are people equipped and supported to manage risk well?

« that there is a clear risk strategy and policies?
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that the organisation’s risk appetite has been articulated?
that there are effective arrangements for managing risks with partners?
that the organisation's processes incorporate effective risk management?

if risks are handled well:

o key strategic risks can change very quickly?
o scenario planning and stress testing?

o bubbling under’ risks?

Risk focus is wide enough:
o external and emerging risks are considered?

o ‘financial risks and ‘non-financial’ risks afe,reviewed?

if risk management contributes to achieving outcomes?

that management are regularly reviewing top£isks?

On the planned activity and results of both,internal"and external audit, how do we

know:
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that the Internal Audit strategyiis appropriate for delivery of a positive
reasonable assurance onthe whole of risk, control and governance?

that the internalautidit planwill achieve the objectives of the Internal Audit
strategy, and‘inparticular is it adequate to facilitate a positive, reasonable
assurange onithekey risks facing the organisation?

that Internal Audit has appropriate resources, including skills, to deliver its
objectives?

thatinternal Audit takes appropriate account of other assurance activity,
especially in the first and second line (and that this assurance is understood
and owned by management)? that Internal Audit recommendations that have
been agreed by management are timeously implemented?

that any issues arising from line management not accepting Internal Audit

recommendations are appropriately escalated for consideration?



that the quality of Internal Audit work is adequate? What does application of
the Internal Audit Quality Assessment process tell us about the quality of the
Internal Audit service?

that there is appropriate co-operation between the internal and external
auditors?

The Accountable Officer and Board have taken all necessary steps to make
themselves aware of any relevant information and that auditors are aware of

that information?

A more detailed tool for evaluation of the quality of the Internal Addit'service is the

“Internal Audit Quality Assessment Framework” produced by HM Treasufy.

On the accounting policies, the accounts, and the annuyal report of theferganisation,

how do we know:
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how effective and accurate budgeting anddn=yearferecasting is?

if the finance function is fit for purpase?

what the “hidden” financial risks ate, relatingtoe (inter alia):

HR?

VAT?

Overruns?

Sudden loss of funding/revenue?

that the accounting‘policies’in place comply with relevant requirements,
particularly the'HMT Financial Reporting Manual?

there has beendue process in preparing the accounts and annual report and
is thabproeessirobust?

that the accounts and annual report have been subjected to sufficient review
by management and by the Board and Accountable Officer?

that'when new or novel accounting issues arise, appropriate advice on
accounting treatment is gained?

that there is an appropriate anti-fraud policy in place and losses are suitably
recorded?

that suitable processes are in place to ensure accurate financial records are
kept?



that suitable processes are in place to ensure fraud is guarded against and
regularity and propriety is achieved?

that financial control, including the structure of delegations, enables the
organisation to achieve its objectives with good value for money?

if there are any issues likely to lead to qualification of the accounts?

if the accounts have been qualified, that appropriate action is being taken to
deal with the reason for qualification?

that issues raised by the External Auditors are given appropriate attention?

On the adequacy of management response to issues identified by audit activity, how

do we know:

that the implementation of recommendations is monitored andsfollowed up?
that there are suitable resolution procedures in placefor cases when
management reject audit recommendations which the auditors stand by as

being important?

On assurances relating to the corporate‘goverhance‘requirements for the

organisation, how do we know:
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corporate governance arfangements operate effectively and are clear to the
whole organisation?

the Accountablgg@fficer’s Governance Statement is meaningful, and that
robust eviderce underpins it?

the Govgrnanee Statement appropriately discloses action to deal with material
problems?

the Board/Executive is appropriately considering the results of the
effegtiveness review underpinning the annual Governance Statement?
thexrange of assurances available is sufficient to facilitate the drafting of a
meaningful annual Governance Statement?

those producing the assurances understand fully the scope of the assurance
they are being asked to provide, and the purpose to which it will be put?
effective mechanisms are in place to ensure that assurances are reliable and

adequately evidenced?



assurances are ‘positively’ stated (i.e. — premised on sufficient relevant
evidence to support them)?

the assurances draw appropriate attention to material weaknesses or losses
which should be addressed?

the annual Governance Statement realistically reflects the assurances on

which it is premised?

On the work of the committee itself, how do we know:
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that we are being effective in achieving our terms of refere
value to corporate governance and control systems of t
that we have the appropriate skills mix?

that we have an appropriate level of understanding of the and work of

the organisation?

that we understand all of the sources of assura ble to the
organisation?
that we have sufficient time to give nsideration to our business?

that our individual members are aveidin y conflict of interest?

% anisation?

that we are avoiding “group

what impact we are havi

)




Annex G: Competency framework

All members of the committee should have, or acquire as soon as possible after

appointment:

o understanding of the objectives of the organisation and current significant
issues for the organisation;
« understanding of the organisation's structure, including key relationships s

as that with a sponsoring directorate/portfolio or a major pa

e understanding of the organisation's culture;
« understanding of any relevant legislation or other rules

organisation;

e understanding of the organisation’s three lines rance and sources of
assurance;
e broad understanding of the government , particularly
accountability structures and cusre aj itiatives.
The committee should collectively possess:
« knowledge/skills/experi % opriate and required) in:

accounting;

@)

etailed understanding of the government environment and accountability

structures.
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Annex H: Self-assessment checklist

Role and remit

YES/NO/NA

Comments/Action

Does the committee have written terms of

reference?

Do the terms of reference cover the core functions
as identified in the SG Audit and Assurance

Committee Handbook?

Are the terms of reference approved by the Audit
and Assurance Committee and reviewed

periodically?

Has the committee been provided wit
membership, authority and resources to perfor

role effectively and independently?

Does the body's governa t ent mention the
committee's establish andi oad purpose?

Does the commi ically assess its own

effectiveness?

ction and training

YES/NO/NA

Comments/Action

as the membership of the committee been formally
eed by the management board and or

countable Officer and a quorum set?

Are members appointed for a fixed term?
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Does at least one of the committee members have a

financial background?

Are all members, including the Chair, independent

of the Executive function?

Are new committee members provided with an

appropriate induction?

Has each member formally declared his or her

business interests?

Are members sufficiently independent of the other

key committees of the Board?

Has the committee considered the arran en
assessing the attendance and perform a

member?

Meetings

YES/NO/NA

Comments/Action

Does the committee , at least four

times a year?

Do the ter

broad timing of meetings?

ce set out the frequency and

s th mmittee calendar meet the body's
siness and governance needs, as well as the

requirements of the financial reporting calendar?

Are members attending meetings on a regular basis

and if not, is appropriate action taken?
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Does the Accountable Officer attend all meetings
and, if not, is he/she provided with a record of

discussions?

Does the committee have the benefit of attendance
of appropriate officials at its meetings, including
representatives from internal audit, external audit
and finance?
Internal control YES/NO/ mtion

Does the committee consider the findings of annual
reviews by internal audit and others, on the
effectiveness of the arrangements for risk

management, control and governance?

Does the committee consider the finding re

on the effectiveness of the system of integna

control?
Does the committee have responsi r review of
the draft governance stat does it consider

it separately from the

Does the commiittee satisfy itself that the
arr, r risk management, control and
rna have operated effectively throughout
reporting period?

s the committee considered how it should
coordinate with other committees that may have
responsibility for risk management and corporate

governance?
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Has the committee satisfied itself that the body has
adopted appropriate arrangements to counter and

deal with fraud?

Has the committee been made aware of the role of
risk management in the preparation of the internal

audit plan?

Does the committee's terms of reference include
oversight of the risk management process?

Does the committee consider assurances provided

by senior staff?

Does the committee receive and consider

stewardship reports from senior staff in k

business areas such as Finance, HR anc

YES/NO/NA

Comments/Action

jor judgements made

* large write-offs

 changes in accounting treatment
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» the reasonableness of accounting estimates

« the narrative aspects of reporting?

Is an committee meeting scheduled to receive the
external auditor's report to those charged with
governance including a discussion of proposed
adjustments to the accounts and other issues

arising from the audit?

Does the committee review management's letter of

representation?

Does the committee gain an understanding of
management's procedures for preparing the bo

annual accounts?

Does the committee have a mechanisn

aware of topical legal and regula

Internal audit

YES/NO/NA

Comments/Action

Does the Head of Internal Audit attend meetings of

tee consider, annually and in detail,
th n

ther scope of internal audit work addresses

plan including consideration of

y's significant risks?

oes internal audit have a direct reporting line, if
required, to the committee?
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As well as an annual report from the Head of
Internal Audit, does the committee receive progress

reports from internal audit?

Are outputs from follow-up audits by internal audit
monitored by the committee and does the
committee consider the adequacy of implementation

of recommendations?

If considered necessary, is the committee chair able
to hold private discussions with the Head of Internal
Audit?

Is there appropriate co-operation between the

internal and external auditors?

Does the committee review the adequa f r

audit staffing and other resources?

Are internal audit performancefimeas onitored

by the committee?

Has the committee considered the information it

wishes to recei internal audit?

Has the fommittee considered formal terms of
re e defining internal audit's objectives,

responsibilities, authority and reporting lines?

ernal audit

YES/NO/NA

Comments/Action

Does the external audit representative attend

meetings of the committee?
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Do the external auditors present and discuss their
audit plans and strategy with the committee

(recognising the statutory duties of external audit)?

Does the committee chair hold periodic private
discussions with the external auditor?

Does the committee review the external auditor's

annual report to those charged with governance?

Does the committee ensure that officials are
monitoring action taken to implement external audit

recommendations?

Are reports on the work of external audit presen

to the Audit and Assurance Committee?

Does the committee assess the perf f

external audit?

Does the committee consi the‘external audit fee?

Administration

YES/NO/NA

Comments/Action

Does the @ ve a designated secretariat?

Ar rs circulated in advance of

allow adequate preparation by

ittee members and attendees?

o reports to the committee communicate relevant
information at the right frequency, time, and in a
format that is effective?
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Does the committee issue guidelines and/or a pro
forma concerning the format and content of the

papers to be presented?

Are minutes prepared and circulated promptly to the
appropriate people, including all members of the

Board?

Is a report on matters arising presented or does the
Chair raise them at the committee's next meeting?

Do action points indicate who is to perform what and

by when?

Does the committee provide an effective annual

report on its own activities?

YES/NO/NA

Comments/Action

Overall
Does the committee effectivel nt the
overall control environme th anisation?

Are there any areas re thecommittee could

el of effectiveness?

improve upon i

tee seek feedback on its

pe the Board and Accountable

er?
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[ \ 12. Risk Management
Forth For Discussion
Valley

College 23 May 2019
AUDIT COMMITTEE

1. Purpose

To present members with the Strategic Risk Register for the College.

2. Recommendation *
That members note the content of the register attached to this paper and the actions

date.

That members note the content and layout have continued to be prese ‘ w mat
and that this will be changed once a decision on the new risk approach for the Board eached
following discussions at the Board strategic session in September.

3. Background

The College continues to monitor Strategic Risks to the Colleg e risks are discussed at SMT
meetings and are also brought to each meeting of the Audi

4. Changes to the Risk Register
A new risk (ID no 8) has been added at th u Committee. This risk relates to the

national job evaluation process that has com ce support staff and its potential impact on
staff morale.

Risk ID no 4 has had its score r g further information on this topic from Scottish
Funding Council which ha the potential impact from this risk.

5. Financial Implications

Please detail the fin ations of this item — Financial implications for relevant risks are

outlined in th e ategic Risk Register.
6. Equaliti
Assessment in|Place? — Yes [] No

ease explain why — The Strategic Risk Register document does not require equalities
act assessment. Individual risks may result in Equalities assessments being completed for
revised College policies and procedures.

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




[ \ 12. Risk Management
Forth For Discussion

Valley w

College 23 May 2019
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
Please describe any risks associated with this paper and associated igati ctions — Risk
continues to be comprehensively managed and reviewed acfass the Colleg n ongoing basis.

Risk Owner — Ken Thomson Action Owner @ 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 After Mitigation
There is a real or perceived risk that... Potential Consequences Mitigating Actions Actions/Progress to Date ;,: E E I3 3 ‘g g g ‘g 2 g g E
e | S B8 |BgE|gas
£ i~ c 2 - < 2cE |- eSS
S |2 2 5 z [3”° |28
T = < S o
g |s c <
2 |® @) a
There is insufficient funding from Scottish - Inability to deliver high quality learning - Principal and Chair represented on sector groups to May 19 - Indicative allocations for 2019/20 are based on [B P VPFA VH
Government/SFC to support the core activities |- Inability to react to changing economic and lobby SFC/Scottish Government flat cash GIA and a reduction in capital & maintenance
of the College local environment - Vice Principal Finance and Corporate Affairs member [funding both of which are insufficient to meet the
- Inability to maintain College infrastructure of SFC new funding model group ongoing operations of the college. Efficiency savings are
- Impact on College performance indicators - Business Development strategy to increase being planned and maintenance delayed.
commercial income being developed by Director of Nov 18 - work ongoing
Business Development
Delays to completion and/or issues with the - Impact on student experience and success - EEG and FCPB monitoring progress April 19 - confirmation of completion date is n H
transition process to the new Falkirk Campus |- Potential increase in costs - Development of migration strategy November. Space Solution now in place and
(e.g. as a result of adverse weather/impact of |- Reputational damage - Communications with stakeholders to manage groups are meeting to manage the transitio
Brexit on supply chain) expectations the point of writing no major issues have be
identified
Nov 18 - Actions being planned as per mitigatin
National Bargaining process will negatively - Unaffordable pay awards - Chair and DPCOO represent the College on the April 19. This situation regard IS dispute continues. M
impact on the College - Potential strike action which could impact on |Employers Association No settlement has been agreed andh
the Student experience and meeting - Communication with staff, students and other users is planned for the month of,
commercial contracts - Force Majeure clauses in commercial contracts to ASOS. WE continue to ens,
- 'No Detriment' restricts options for FVC mitigate impact of strike action
compared to sector
Employers pension contributions to the - Additional cost of approx. £500k per annum |- Scottish Government in discussion with UK Treas F P VPFACA L
Scottish Teachers Pension Scheme could - Working with Colleges Scotland to lobby Scottish
increase by 5.2% from April 2019 Government for additional funding
The College will fail to deliver the Outcome - Reputational damage - Ongoing monitoring of performance again LSE (P VPISC M VH VH
Agreement - Potential clawback of funding and risk of new Leadership Team ill be refined through usage.
reduction in credits allocated to the College - Targets cascaded to Directors with 8 - Additional monitoring reports being built for
partment teams to allow granular monitoring of
The student experience fails to meet student |- Reputational risk - Listening to Learners May 19 - Work ongoing LSE (P VPLQ M VH VH
expectations - Current/Potential students choose another |- Ensuring relevance of ¢ Nov 18 - Actions in Evaluative Report and Enhancement
College/Learning provider curriculum review Plan 2017-2018 to address areas where student success
- Impact on College meeting credit and PI - Robust evaluatio Pls are lower than target and to review and enhance
targets student support arrangements; objectives and targets
d Technologies Strategy |for delivery of year 2 of CLT Strategy in College
Operational Plan 2018-2019.
The College is adversely impacted by a cyber |- Reputational risk i I, and"cyber protection through Disc |May 19 - College staff are members of Scottish A P VPISC M VH VH
attack. - Impact on learning & teaching Government Cyber Catalyst Group, and receive early
- Impact on key services i ps and hourly snapshots to minimise |warnings of any known cyber attacks.
Nov 18 - Cyber Essentials accreditation secured,
Member of National Cyber Security Information Sharing
ing and monitoring of all external drives Partnership
ience through additional connections to outside
- Documented and tested business continuity plan
the National Job Evaluation Process may - Impact on staff Driven by National Agreement - May 19 - Process now begun with a Project Managerin [HR |DPCOO |DPCOO H M M
impact staff ort timescales fo pletion of submission|Sector wide Process place to support staff going through the process. Unison
tial financial impact on staff - Follow guidelines from Colleges Scotland involvement is also in place and meeting are planed for
key staff to support them in completing the sector wide
template to role profiles

16/05/2019



Forth Valley College Strategic Risk Register

9 |Loss of key staff will impact on College - Loss of knowledge, experience and links - People Strategy April 19 - The first six months of the People Strategy has [HR
operations within the Sector and to employers etc - Succession Planning proven to be a success. We made the decision to fill
- Talent Management Programme in place vacancies internally where possible to encourage talent
- Directors in post to remain within the college
Nov 18 - First cohort of staff now on Talent
Management programme. Effective TNA in place in all
departments. Talent Management programme for first
time managers ready to roll out
10 |International activity will not meet - Shortfall in College budget - Review of activity levels and international strategy May 19 - New international opportunity not progressed. |F

operational/financial targets

- Consideration of future of International
Strategy

- Look at potential of delivering international activity at
a sector level

Operational budget will be achieved.

Nov 18 - International team has now been disbanded.
Full year target will be met due to savings in sala

New international opportunity currently bein red.

16/05/2019




For Information

Audit Committee 2018/19 2019/20
Agenda Items May Sept Nov \EW Future Years
Governance

Terms of Reference

Governance Statement

Internal Contol Assurance Statement
Audit Committee Chair's Annual Report to Board v

Audit Committee Self Assessment v v
Items to be discussed privatley with Auditors v v
Internal Audit

Appointment / Extension of Internal Auditors v May 22 / May 23
Internal Audit Plan

<

Internal Audit Plan Progress Report v
Annual Internal Audit Report

Internal Audit Reports

Progess on Internal Audit Recommendations

External Audit

External Audit Report

Letter of Representation

<
<

€ K < <

External Audit Plan v v
Risk Management
Risk Managememt v

<
<
<

Deep Dive Proposals

Policies (Review every 3 years)
Risk Management

Value for Money Policy

Fraud & Anti - Corruption
Modern Slavery
Whistleblowing

Safeguarding / Prevent

GDPR Jun-21
Other

Audit Scotland Report - Scotland's Colleges

Business Continuity

National Fraud initiative v
Annual Complaints Report

Audit & Assurance Committee Handbo, 8 v As required

<

<

<

< < < <
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Who we are

The Auditor General, the Accounts Commission and Audit Scotland work together
to deliver public audit in Scotland:

e The Auditor General is an independent crown appointment, made on the
recommendation of the Scottish Parliament, to audit the Scottish
Government, NHS and other bodies and report to Parliament on their
financial health and performance.

e The Accounts Commission is an independent public body appointed by
Scottish ministers to hold local government to account. The Controller of
Audit is an independent post established by statute, with powers to report
directly to the Commission on the audit of local government.

e Audit Scotland is governed by a board, consisting of the Auditor General,
the chair of the Accounts Commission, a hon-executive board chair, and
two non-executive members appointed by the Scottish Commission for
Public Audit, a commission of the Scottish Parliament.

Scottish Government,
NHS, Further education

e
Audit
Scotland

Auditor
General

Across public sector The public

Local govefmel

+ health ints n boards
About us
Our vision is e aw ss audit organisation that improves the use of public
money.

the Auditor General and the Accounts Commission, we
nt assurance to the people of Scotland that public money is
erly and provides value. We aim to achieve this by:

° arrying out relevant and timely audits of the way the public sector manages
and spends money

e reporting our findings and conclusions in public

¢ identifying risks, making clear and relevant recommendations.



Good practice note on improving the quality of college annual report and accounts: | 3

cContents

Part 2
What worries board members?

Introduction 4 %
Part 1 6
A single story O

0

Part 3 1
Cut the clutter

Part 4 20
Clarity

Part 5 23
Summarise

Part 6 26

o crange 5\&
)



4

Introduction

Purpose

1. Audit Scotland promotes good practice in financial reporting in Scottish public bodies.
Audit Scotland’s Professional Support carry out reviews of annual report and accounts
to identify and share examples of good practice reporting and highlight areas where
improvements can be made.

2. This good practice note shares the findings from a review of the 2017/18 governance
statements included within the annual report and accounts of the incorporate S

and regional boards. C governance
statements
Context
3. Governance statements were chosen for a good practice review bégause 2017/1 S
the second year of colleges applying the Code of Good GovernancegdomnScottish
Colleges 2016 (good governance code). Professional Support waite ear two to
allow time for good practice to develop.
4. The review of governance statements was carried out by Knowledge of the
relevant financial reporting framework. However, th@jtea ave a detailed The examples
understanding of each college’s particular circ ta ific underlying presented in this
governance structures.
note are all

own disclosures to ensure they provide hig formation to stakeholders in their  governance

5. Colleges are encouraged to use the finding e to assess and enhance their unaltered from
governance statements. W

statements in

Financial reporting require s colleges’ 2017/18
annual report and

ei al report and accounts in accordance with accounts

ish Funding Council (SFC) which requires

6. Colleges are required to pr

ent section of the Scottish public finance
sets out the following essential features of a

o o , Unqualified
nork of the orga_lmsatlon, mcludm.g information about audit opinions
ructure of the governing board (or equivalent) and the
do not mean
there is no
tion of the governing board (or equivalent) during the period scope for

sessment of corporate governance with reference to compliance with Improving the

generally accepted best practice principles and relevant guidance, and qua"ty of
xplanations where a different approach has been adopted governance
statements

e an assessment of the organisation’s risk management arrangements and

risk profile, including, subject to a public interest test, details of significant
risk-related matters arising during the period

e arecord of any written authorities provided to the Accountable Officer; and

e details of any significant lapses of data security.


https://www.gov.scot/publications/scottish-public-finance-manual/governance-statements/governance-statements/
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7. The good governance code is considered by the SFC to represent generally accepted
best practice. A basic form of wording for the assessment of compliance is provided in
the accounts direction. This gives colleges the opportunity to report publicly on the
extent to which they meet good governance requirements.

8. The 2017/18 governance statement of each college was also considered by the
appointed external auditors with a view to expressing opinions on whether the
statements were consistent with the financial statements and included the content
required by the accounts direction. As there were no qualified opinions, there is
reasonable assurance that minimum disclosure requirements were met. However, it
should not be inferred that there is no scope for colleges to improve the quality of their
governance statements.

Characteristics of high quality governance statements

9. Beyond basic compliance with requirements, there are a number of characteri
financial reporting which Professional Support believe make for a high quali
governance statement. These are summarised in Exhibit 1.

Exhibit 1
These
characteristics
Characteristics of A single story are based on
a high quality What worrie a ers those used by
governance Cut the cl the Financial
statement Clarity Reporting

Council adapted
for the public
sector context

e'hote is structured around these characteristics,
some of the good practice adopted by colleges in
Iso includes points for colleges to consider in striving

tp for this good practice note are Neil Cameron, Manager
Support) - 0131 625 1797 or Helen Cobb, Senior Adviser (Professional
1625 1901.
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Part 1
A single story

Introduction
12. There should be a single, coherent narrative running through the whole of the
annual report and accounts. The governance statement is a key component
and should play its part in telling that single story.
Coherent narrative

13. The governance statement should not be prepared in isolation from the o

components of the annual report and accounts. By taking an integrated hould b
approach, colleges can identify and highlight relationships between the shou e .
governance statement and items in the other components. structured in a

way that allows

a cohesive and
his clear narrative
flow

14. The governance statement should be structured in a way that allov
cohesive and clear narrative flow. Although the SPFM identifie
feature for a governance statement as a list of bullets, a checkli$t appre
unlikely to achieve effective communication. Colleges should s
governance statement to ensure it tells an understand
governance arrangements.

e fo nual report
linkage between

15. Good linkages between related disclosures is
and accounts to communicate a holistic story I
different components can make it appear di particular, there
should be clear links to the college’s strate tives, with an
explanation of how governance arrapge port their realisation.
Exhibit 2 provides an example of lin

Exhibit 2
In September 2017, the Board anagement approved a new Strategic Plan, setting out
Edinburgh College’s strate 1 e next five years to 2022.
The Strategic Ptan 201 the vision of the college for further education as a regional

and East Lothian. it outlines the approach of the college to
essive curriculum to meet the needs of industry and equip

s of the modern workplace. The plan has the coliege's values at its
ur culturg and foster a positive working environment. It also focuses on the status
er in community planning partnerships.

delivering an
students to
centre, to defi
of the

Length of governance statement

1 comparison of the lengths of each college’s governance statement showed
a significant variation. The number of pages of the governance statements for
2017/18 are summarised in Exhibit 3.
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Exhibit 3

Length of governance statements

The average
length of th
governance

statem

Number of pages
0
9
8
7
6
5
4
3 I
1

1
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e

s
gevernance
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17. The variation in length was not always explained by the

annual report and accounts. Exhibit 4 shows thglengt

statement as a percentage of the overall length

accounts:

rt and

e

Exhibit 4

ge of total length of accounts

a

Length of governance statement

ranged from 2%
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to 16%
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focussed and high level. These key themes are explored further in later

18. Colleges should always strive for the governance statement to be brief,
sections of this good practice note.
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Explanation of governance statement

19. The governance statement forms part of a college’s corporate governance
report within the accountability report. Most colleges included a heading to
identify the governance statement. Exhibit 5 illustrates a clear explanation of
the elements of the corporate governance report including the governance
statement:

Exhibit 5

ACCOUNTABILITY REPORT

The Accountability Report comprises the Corporate Governance R i
port eport and the Rem
and Staff Report, and is signed by the Chair and the Principal. P neraton

CORPORATE GOVERNANCE REPORT

The Corporate Governance Report comprises the following sections:

e Directors’ Report
¢ Statement of the Board of Management's Responsibilities
* Governance Statement

o Statement of Compliance
Governance Structure
Corporate Strategy
Board's Statement on Internal Control
Going Concern

o C 0 0

S d
identified

ageountability
ort

understanding of the
ent of resources.

SPFM requires it to provide the reader

college’s internal control structure ap@it

21. ltis helpful to users if an ex io the purpose of the governance
statement is provided. To be hel the explanation should address
how the statement fits in witlnthe mponents of the annual report and
accounts.

22. Most colleges proyi itable introduction in 2017/18 setting the context
the statement. Exhibit 6 provides an example

5 College is committed to exhibiting good practice in all aspects of corporate
- This govemance statement is writlen to assist the reader of the financial
nderstand how the principles have been applied.

overnance statement is designed to supplement the information provided in the financial
ents. It sets out the govemnance structures, risk management and internal control

s5es that have been operating in the College in the year lo 31 July 2018 and reports the
Board's assessmant of the effactivanass of these arrangements.

The purpose of
the statement
should be
clearly
explained

Use of cross-referencing

23. ltis often helpful to group together similar or related disclosures in the annual

report and accounts, as this will help reduce duplication and enable linkages
to be highlighted and explained. Information which the SPFM requires to be
included in the governance statement may be included elsewhere in the
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annual report and accounts if that helps the college tell its story more
effectively. However, where that is the case, a cross reference from the
governance statement must be included to satisfy the requirements.

24. Exhibit 7 shows examples of the use of a cross-reference:

Exhibit 7

The Caollege Leadarzhip Team and Executive Management Team keep risk management under regular review, reparting inta f
all Committee and the Board. Any urgent or escalating rsks are ako reported to the Chair in addition to this process. CrOSS re ere

Significant risks and management action that have been considered and agreed during 2017-12 are set out at page & of the
Performance Report in these financial statemant.

treatment of risks, and accordingly are careful to evaluate each risk individually. Section 1.3 of the
overview section of this annual report details key issues and risks identified within GCRB's current

risk register.

Issues identified in our review of whether the governance
statement contributed to providing a single story:

Points to consider when considering whether the governance
statement helps to tell a single story:

Stand back and consider whether the governance
statement helps to tell a fair, balanced and
understandable story

Structure the statement in a way that allows a
coherent and clear narrative

Aim for the statement to be brief, focussed and
high level

Explain the purpose of the statement

Avoid using a checklist approach which can lead to
duplication and a disjointed narrative

Innovate and experiment with presentation and
ways to best tell the story
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Part 2
What worries board members?

Introduction

25. In order to provide an insight into the effectiveness of a college’s governance
arrangements, the governance statement should be open and transparent,
and should reflect those specific matters that genuinely cause the board of

management concern.

Specific matters

26. The matters included in the governance statement should reflect an individual
college’s particular features and challenges. Colleges should strive to be
specific as possible so that users of the accounts can understand why the
matters are important to the college’s board of management.

27. Exhibit 8 provides an example of specific wording:

Exhibit 8

Management & Assurance Group. This Group reviews opera
Top Risk Register, Any proposed changes to the Top Risk

by the Audit & Rlﬂﬁmmmm prior to a Su I;emgpm

to the Board nfl.hmmmm. g Mhﬂllrﬂll are also attend Coamim .

provide a statement on risk assurance and risk mitigat “ ) their areas of expertise. Matters included
Following these meetings it is acknowledged that ed lo improve business should be

continuity planning during 201815 specific

arta 25 of risk ‘deap dives' throughout
pdrmwtnnnrddumm in greater
mitigations, intemal controls and seek
which took place in 201718 include:
(GDPRY); Fraud and Anti-Comuption; and,
noted that there were no known

The Audit & Risk Assurance Committes
the academic year 201718, The purp
detail to allow members to undarstand
further assurances - if required, Examples
ICT / Cyber Security; General Data
Commercial Income. With regard
significant lapses of data securiy

Assessment of a %

28. College 0 provide an assessment of corporate governance
emphasis in the governance statement should therefore
e effectiveness of the arrangements rather than simply

sessment:

ibit 9

The internal auditor’s annual report stated that, in their opinion, “GCRB has systems
demonstrating adequate and effective arrangements for risk management, control and
governance, and proper arrangements are in place to promote and secure Value for Money. This
opinion has been arrived at taking into consideration the work we have undertaken during 2017-
18 and also in previous years.”
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Openness and transparency

30. The governance statement should be an open and honest reflection of
governance and the challenges faced by the college. Disclosures should
provide an insight into outcomes achieved and the risks faced.

31. Itis unlikely that all aspects of the governance arrangements will be fully fit
for purpose and colleges should be transparent about what is working well
and what needs to improve. If undertaken properly and in the right spirit, the The gove C
actual process of preparing the governance statement should add value to
the effectiveness of the governance arrangements by surfacing underlying
governance issues.

32. The aim should not be to have a governance statement that does not
highlight areas for improvement. A rigorous and robust assessment should
identify issues that the college would need to address. Any organisation
where the governance statement does not identify any issues risks creatigg a
culture in which problems and concerns are suppressed. The absence ofany
issues to report could, rather than indicating a strong governance frame ,
signal the reverse.

33. Exhibit 10 provides an example of a college highlighting areas for
improvement:

Exhibit 10

Self Evaluation

The Chair reets with each rmember of the Board on an annual basis as aluating the
effectiveness of board members. The evaluation of the Board Chair is undert performance of
the Board Chair is also evaluated by the Scotlish Govemment, as regional co i appointed by the Scottish
Ministers and are personally accountable ta them.

An external Board Governance Effectivensss Review was undertake
concluded that 'the college meets its obligations under the Code of Gg
highly effective govemance'.

Self Evaluation of the Board was undertaken in January 20
Review which are planned for every third year.

sienwrs, culture and College business;

- Refining the organisation and content mittee meetings and communication - to cortinue to

facilitation of effective decision making,

- Continue with the good 5 EvElD arning opportuniies including development of networking with other
college Boards

In addition to this
Board meetings

es are required to disclose risk-related matters arising during the year.
iew identified a significant variation in the number of risks reported.
hibit 11 highlights that only nine colleges disclosed risks in their

vernance statement.
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Exhibit 11
Number of risks disclosed by each college

Number of risks identified per college

15
En Thirteen ¢
5 10 did not an
S . risks
g
£ 0 | . ] - - ]
=2

B Number of risks

35. There are many risks which are common to all colleges, for exa
impact of the national pay bargaining on financial sustainabilit
below shows the risks disclosed and the number of colle dis

Exhibit 12
Risk areas disclosed
Risk areas djs @

OFRLr NWRAUIONLO

6. The best disclosures explained the impact of the risks. Exhibit 13 illustrates a
concise summary of the significant risks facing a college:
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Exhibit 13
The Board of Management recognise that the most significant risk to the College This COIIege
relates to financial sustainability. Whilst this risk has been present on the risk identified the
register for some time, it is becoming a higher risk due to a number of factors, the main risks it
combined effects of which pose serious challenges for the UHI partnership and the
College. A new Finance Strategy is being developed and action against this strategy faced
will provide risk mitigation. Positive engagement with UHI Executive Office and
partner institutions will form a key element to minimise this risk.

control. Exhibit 14 provides an example of a concise outline of internal
control:

Effectiveness of internal control
37. Akey element of overall governance arrangements is the system of internal O

Exhibit 14

The system of internal control is based on a framework of management infori .
administrative processes including the segregation of duties, and a system This coIIege
delegation and accountability. In particular, it includes: provided a clear
and concise
outline of
internal control

e Comprehensive budgeting systems with an annual budget,
and agreed by the Board of Management.
¢ Clear definitions of the responsibilities of, and the au

quarterly reviews of financial results involvi
of forecast outturns.
¢ Clearly defined and formalised requi
expenditure, with investment decisi
expenditure being subject to f
approval levels set by the Boa
e Comprehensive Financial

ains on the effectiveness of its system of internal
work carried out by internal audit. Most colleges

es enhanced the usefulness of the disclosure by including a
the results of internal audit reviews and provided the opinion

This college

The internal auditor has expressed the apinion that the Regional Board of Marth East Scotland College did I

have adequate and effective risk management, control and governance processes to manage its achievement dlS_ClOSGd the head

of the College’s objectives at the time internal audit work was undertaken and that the College has proper of internal audits

arrangements to promote and secure value for money, ..
overall opinion.
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Assessing significance

40. All governance issues identified should be considered for disclosure in the Key issues and
governance statement. The matters actually included should generally be risks will generally
those that the board of management regularly monitor and discuss because be those that board

of the magnitude of their potential effect on the college.
members regular

41. In preparing the governance statement, the college needs to take a view on monitor.
whether issues are significant enough to be included within the statement.

42. Exhibit 16 lists the key questions to be answered in judging whether an issue
is significant:

Exhibit 16
Questions to help decide whether to disclose an issue

Does the issue put a significant programme or project at risk?

Might financial stability, security or data integrity be put at risk?

Might the issue prejudice achievement of the business plan or
other priorities?

Could the issue undermine the integrity or reputation of the
organisation?

Could this issue have a material impact on the accounts?

Mitigation controls

i0 how the risks are managed or
ancestatement. A few colleges provided
j manage the risks overall in

43. 1t is helpful to users if an ex
mitigated is included in the g
an explanation of what thg

as overall responsibility for ensuring the effective identification, mitigation and
ithin the College. The Audit Committee has delegated authority from the Board of
e Risk Management Policy and to review regular reports from the College Senior
ding risk.

a Strategic Risk register which identifies the most significant risks to the College. This register
eting of the Audit Committee for comment and challenge. It is also provided annually to the

Il is responsible for the maintenance of the College strategic risk register and for ensuring appropriate
n actions are implemented to address significant risks to College operations and strategic objectives.
ior Management Team members are responsible for establishing controls to mitigate identified risks wherever
le. This information is included on the Strategic Risk Register in summary form.

Risk Management is embedded in the operations of the College. The identification and mitigation of risk is a
omponent in all decision making and is a standing item at all Senior Management Team, Board Committee and
Board of Management meetings. The College also operates a risk management system whereby areas of significant
risk to the College have their own specific risk register. It is under this approach that an estates risk register was
established to support the Falkirk campus project.

Delegation of responsibility for managing the key risks in the risk registers is essential if risk management is to be
effective. The risk registers, therefore identify “owners” for each risk.

44. 1t is also useful if colleges give an indication of the significance of risks after
mitigation has been applied. Exhibit 18 provides examples:
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Exhibit 18
The most significant financial risks for the College after mitigation are: ThIS (_:O"ege
explained the

most significant
* medium-term financial sustainability/impact of National Bargaining; and risks after

« the failure to achieve a balanced budget/delivery of the Financial Recovery Plan;

» the College estate and infrastructure not being fit for purpose due to lack of capital investment.

mitigation

The foliowing table sets cut the six strategic nsks for which the underlying risk has been scored as
“major”. It records the residual risk, with no risks shown as “major” and only three as “significant”,
following the mitigating actions which hawe been taken,

! Risk | Before [ After -
! ___mitigation | mitigation |
i_FaiIureto achieve institutional sustainability . Major Significant
. College disadvantaged by changes arising from UK leaving : Major Significant
European Union |
| Industrial Relations Problems B | Major | Significant
[ Legal actions; serious accident, incident or civillicriminal | Major Minar
| breach \
Disaslers — eg Fire, MIS Fallure, Fallure of Emergency @ Major Minor
| Procedures
| Breach of data sscurity / data protection™ - Major Minar
Action plan

importantly how this is to be actioned. It is imp
statement includes an action plan which:

e covers all significant issues

e shows who is responsible for each act hat timescale.

Issues identified in our review of whether the governance
statement explained what worried the board:

not disclose the opinion of the head of
on internal control

¥St colleges did not disclose any risks

Most colleges described the risk management processes
without providing a clear assessment of effectiveness
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Points to consider when explaining what worries the board

Be sufficiently specific so that users can
understand why risks are important

Include a clear assessment of whether governance
arrangements are fit for purpose

Consider all governance issues identified but
disclose and explain only those that are considered
significant

Describe the actions to mitigate key risks

Include an action plan
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Part 3
Cut the clutter

46. Governance statements should be brief, focussed and avoid clutter. Clutter is
immaterial disclosures that inhibit the ability of users to identify and
understand relevant information.

Clutter is

Comprehensive and concise

47. The governance statement should be comprehensive, but it should also be
concise. There does not have to be a tension between these two
requirements.

, , , information

48. Comprehensiveness reflects the breadth of information that should be
included rather than the depth of information. The governance statement
does not need to cover all possible matters in detail to be considered
comprehensive. It should include the information that is necessa
understanding of the governance arrangements of the college.
that the longer governance statements highlighted in part 1 inglu
unnecessary information leading to the main messages being

aiof
information. Colleges should not confuse concisehess Witfy’excessive brevity
in the level and type of information providedliker at the shorter

governance statements highlighted in part 1 a er ief and so do not
include all the necessary information.

is a risk
puch

49. Conciseness is achieved through the efficient cammu ofgall significant

Relevance is a

Relevance of disclosures fundamental

50. Colleges should take care t at all information included in the quahtatlve_ .

governance statement is rel to ifSfeircumstances. characteristic of
financial

51. Boiler-plate_ wording refi : clos_ure which could apply to any information
body that gives no ad | information to users of the accounts.
While taking stand ing from another source can be of assistance, a
college should ilor the wording to its specific circumstances.

is material to users of the accounts should be included in the
statement. Materiality is an aspect of relevance that is specific to Materiality is an

entity-specific
aspect of

53.4Phis requires the board of management to apply judgement based on their relevance
assessment of the relative importance of the matter to the college.

54. Immaterial information should be excluded as it can obscure the key
messages and impair understandability.

Duplication

55. The appropriate use of cross-referencing (explained in part 1) should help to
avoid unnecessary duplication. Where an item is adequately addressed in
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one part of the annual report and accounts it can be included elsewhere by
cross-reference.

56. For example, the accounts direction requires an explanation of the adoption
of the going concern basis in the performance report but also suggests

confirmation in respect of going concern in the governance statements. Most
colleges included a reference in only one place.

Use of signposting

57. Colleges should avoid excessive wordy descriptions particularly where a

weblink would suffice. Signposting is a useful technique that can be used to
direct users to complementary information that is not required to meet the
disclosure requirements for the governance statement. Signposted
information can be located in another component in the annual report and
accounts (e.g. an appendix) or elsewhere (e.g. on a website).

58. Some colleges made effective use of signposting in 2017/18 to refer the User tatement length
to further documents and information available. For example, a few colle

provided a link to the registers of interests for members. Exhibit 19 provide
an example:

Exhibit 19

Ashort biograp_hy of each Board Member together with their Register of |
on our website. The following link can be used http&l/dunde
us/governance/ )

59. However, where hyperlinks are includedfcollege
version of the annual report and accaunts,publish&d on their website allows
the user to follow these links.

Issues identified in our review of whether the governance
statements contained ciutter:

colleges included lengthy descriptions of a wide range
s rather than succinctly focussing on key aspects

e colleges went into excessive detail on certain items

Many colleges appeared to be using boiler-plate wording

Some colleges directed users to other documents but did not
provide a hyperlink

Most of the hyperlinks in the governance statement did not
work for external users
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Points to consider when reducing clutter:

Include the necessary breadth of information in a
concise way

Ensure disclosures are relevant to the college

Use judgement to assess the relative importance of
relevant information

Consider the appropriate use of signposting to *
allow the user to access complementary :

information

Avoid excessive detail about a large numbe
matters

\
)
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Part 4
Clarity

60. The governance statement should provide understandable information and
use precise language that explains issues clearly. The gove

Plain language

61. The language used to support and explain the disclosures in the governance
statement is fundamental to users' understanding of the information
presented. The governance statement should be written in plain language
such as in Exhibit 20.

Exhibit 20

The Annual Internal Audit Report for 2017/18 submitted by the College’s internal auditor cone
the College has adequate and effective arrangements for risk management, control and

An audit regis!ter is used by senior management to periodically review and progress
recommendations and that is also reviewed by the committee.

GOVERNANCE STATEMENT
Introduction

The College is committed to complying with bes
governance. This summary describes the ma
the principles of the Code of Conduct for
Inverness College UHI, and the 2016 Co

| aspects of corporate
h College has applied
2 Board of Management of
2rnance for Scotland's
ancial statements understand
ndition of the Financial Memorandum
with the University of the Highlands'a RSB) that the governing body of
Inverness College UHI meets inci good governance set out in the 2016

nical language (i.e. jargon) should be avoided
here the use of technical terms is necessary, they should

gement Procedure, which included reference to Risk Tolerance as well as Risk Appetite. The
respective definitions employed are set out in the Policy thus:

“In broad terms, appetite relates to the willingness to seek potential benefits, while tolerance sets
limits on acceptable loss in pursuit of these benefits, with reference to the organisation’s strength
and resilience. The Institute of Risk Management states that: “While risk appetite is about the
pursuit of risk, risk tolerance is about what an organisation can actually cope with.”5 In short, the
terms relate to whether an organisation is respectively “willing” and “able” to take the risk, or
sustain the potential consequences of the risk.
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Clear messages

63. Governance statements should be written so that messages are conveyed
clearly, particularly when important assurances are being given. The overall
evaluation of the effectiveness of corporate governance should be clear in
respect of the extent of assurance being provided. The use of vague or
ambiguous language does not send a clear message about accountability.

64. Exhibit 22 provides an example of a clear statement of compliance with the
good governance code and another example clearly explaining an issue of
non-compliance in accordance with the accounts direction:

Exhibit 22

The College complies with all the principles of the 2016 Code of Good Governance
for Scottish Colleges, and it has complied throughout the year ended 31 July 2018.

Statement of Compliance
The College complies with all the principles of the 2016 Code of Governance for Se
with the exception of the role of the Secretary to the Board. The Code of Good Gove
“The board secretary may be a member of the senior management team in their be
capacily, but they cannot hold any other senior management team position at the

The Board of Management have appointed the Vice Principal People and Performancels
to the Board, who reports directly to the Chair in relation to their Board Seg i
prevent any conflicts of interest. The Board is satisfied with thi
unusual in either the public or private sectors. The Board of Ma
change this arrangement.

65. Colleges should avoid qualifying ph

respects’ or ‘to the extent applica plain the areas of non-
compliance and how they ar essed. Alternatively, if the non-
compliance is genuinely not i erefore there are no plans to
address it, a qualifying p, i ssary and misleading.

66. It may be clearer for u
where there are p i
such. For exa
incidents in 20
such incigd

assumed that the remaining colleges also had no
et explicit statement removes any doubt.

Issues identified in our review of whether the governance
statement was clear

Jargon was prevalent in many governance statements but
some colleges did not explain it

It was not always clear which governance code the college
was reporting compliance with or whether there was full
compliance for the whole year
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Points to consider when providing a clear explanation of

governance include

Use plain language

Avoid using jargon, or explain it where it cannot be
avoided. Consider providing a glossary of key
terms

Avoid boiler plate wording and make sure standard
wording is tailored to the circumstances of the

college
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Part 5
Summarise

67. In order to highlight the key messages, items should be reported at an
appropriate level of aggregation. Tables of summarised information should be
supported by accompanying narrative.

Aggregation to appropriate level

68. The governance statement should not include so much detail that the main
messages are lost. It is helpful if information is aggregated to an appropriate
level as this helps users to see key themes without getting lost in excessi
detail.

69. Exhibit 23 provides an example:

Exhibit 23

Attendance at the relevant meetings throughout the ye

. Board of Management

. Audit

. Finance and Resources
* Human Resources

. Development

Infographics Infographics can

improve
nificantly affect the understandability of presentation
statement. The most appropriate method of and should be

e nature of the information but, in addition to
ular, graphical or pictorial methods.

supported by
narrative.

Board of
Management

HR (Inc
Nomination)
Comittee Comittee

Strategic

Remuneration
Development

Committee
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Finance and General Purpases Committee

efficiency and innovation.
It also considers matters of a general nature that do not fall to other standing sub-committees. This

to consider the annual Financial Statements.

The Finance and General Purposes Committee advises the Board on key issues of the College’s financial and
resource management. It ensures that all areas of the College’s financial performance, procurement and
information technology are subject to best practice controls and review, ensuring solvency, sustainability,

Committee normally meets four times a year, and in addition meets once a year with the Audit Committee

Disclosing each
committee’s remit
under a sub
heading improved
the clarity of the
disclosure

72. In most cases tables and other infographics should be supported by
accompanying narrative. It is important that the narrative is consistent with
the message conveyed by the infographic.

73. Exhibit 25 provides an example where narrative was used to explain a
diagram:

Exhibit 25
Governance Structure
The following diagram outlines GCRB’s governance structure:
Board of GCRB
I e I N
Audit Performance &
: Resources
Committee .
Committee
The Board of GCRB held five formal meetings d ademic year. Two further
meetings have been held so far within;the 20 . The Nominations &
Remuneration Committee met on six udit Committee four times and the
Performance & Resources Committee f

74. As a rule, tables e of such a length as to span a number of
pages. Where g r tables can be split into a number of smaller
separate table

75.The use Ve presentation techniques such as infographics can help
to com icate Information in an easy to access and attractive manner. The

pictures can help to engage readers. Information that can
Ipfu e presented graphically includes:

ions to mitigate risks
ctions plans

committee structures and governance frameworks.

Case studies

76.

The use of case studies can be an effective way to engage the user and to
highlight issues and action to address them. Exhibit 26 provides an example
of a college making use of a case study to give the user an insight greater
insight.
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Exhibit 26

The Forth Valley College agreed Estates strategy comprises a vision for three new campuses. The first in Alloa, the
second in Stirling and a third in Falkirk. A significant investment has already taken place in phases 1 and 2 of this
strategy with Alloa and Stirling successfully completing on programme and within budget in 2011 and 2012
respectively. The new Falkirk Campus is planned to open in November 2019.

Significant progress has been made toward the realisation of the new Falkirk campus, with the submission of the
final Decision Point 4 report to the Scottish Funding Council and Scottish Government and approval received on 4
October 2017. Following this approval, the appointment of the main contractor Balfour Beatty occurred on 11
October 2017.

The new campus plans include servicing the current Falkirk Campus curriculum and will accommodate over 11,000
students of which almost 2,000 will be full time. The New Falkirk Campus will be 20,720 sqm and will incorporate
state of the art and flexible teaching accommodation, as well as low carbon initiatives, such as Photovoltaics, a
Ground Source Heat Pump system, Combined Heat and Power boilers, along with other sustainable functions
required to meet the Building Research Establishment Environmental Assessment Method (BREEAM) standard.

Issues identified in our review of whether the governance

statement summarised information

Our review did not identify any use of infoggaphics bey®
basic tables

Some tables spanned a number of pages
follow

Most colleges did not make use @

Points to consider when summarising your governance
arrangements

an appropriate level to
\ y, highli

formation could be better
g tables or more innovative

r using case studies to add valuable insight
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Part 6
Explain change

77. The governance statement should explain what was done in response to
issues reported in the prior year.

Following up prior year action plan A
78. It is important that colleges properly account for actions taken to address
previous issues. The governance statement should provide a full explanation
of the progress on implementing action plans included in previous years.

Changes in governance arrangements

79. ltis helpful to readers if changes in the governance structure are highlight
and explained. Exhibit 27 provides an example:

Exhibit 27

Additionally, in recognition of the significant developments as the Fal
towards the realisation of the new Falkirk Headguarters Campus, an
While the Falkirk Campus Project Board is separate from the main
executive Board Members serve on this Board to ensure adequate
Management

progresses

Changes in governance statement

ve the quality of their

overnance statement should be

seen as a base level on whic ather than a standard to replicate. A College should

It is expected that colle le to demonstrate a marked .

improvement in their statements compared with the previous _alm fora marl_<eq|
Improvement In Its

year.
governance
statement

80. Colleges should be striving
governance statements. The

pro

81. Each year’s goye ent should be written specifically for the year
i elevance of a matter may vary relative to other
inimum, there should be obvious differences to
challenges, enhancements in in governance
changes in priorities. Our review therefore also
16/17 governance statements to provide a benchmark.

matters
reflect

ssues identified in our review of whether the governance
statement explained change:

Most colleges did not provide any update on issues raised in
previous years

Most governance statements did not show a noticeable
improvement or development between 2016/17 and 2017/18
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Points to consider when explaining change

Provide a full explanation of the progress on
implementing previous year action plans

Highlight any changes in governance arrangements

Challenge the content and presentation of the

governance annually :ﬁ

\
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If you require this publication in an alternative
format and/or language, please contact us to
discuss your needs: 0131 625 1500

or info@audit-scotland.gov.uk

For the latest news, reports
and updates, follow us on:

@Iw] §|Plin]e!

SCOTLAND
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