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Minute 

Audit Committee 23rd May Boardroom Motherwell Campus 

Present: Ronnie Smith (Chair), Ann Stark, John Elliot, Jacqueline McGarvey, Keith Fulton 
In Attendance: Angus Allan, Iain Clark, Gordon Kerr, Linda McTavish, Martin McGuire, Diane McGill, 
Alistair Gray (Wylie & Bisset), Cathie Wyllie (Henderson Loggie), Derek Smeall, Penny Neish.  
 

1. Chair’s Welcome 

Ronnie Smith welcomed everyone to this meeting of the Audit Committee which from now on would 
include representatives from SLC. 

2. Apologies 

There were no apologies. 

3. Declaration of Interest 

Cathie Wyllie of Henderson Loggie asked for it to be noted that in relation to the item discussing the 
Coatbridge build project, Hardies is a client of Henderson Loggie. A partner from another 
department deals with them and she is not involved with them. 

Decision: This was agreed 

4. Minute of the meeting 29th February 2016 

Alistair Gray of Wylie & Bisset did not recall an agreement at 6.1.3 that their due diligence report be 
sent to Scott Moncrieff and Anderson Strathern for their comment. After some discussion, the Chair 
of the Audit Committee expressed the view that the report should now be sent as minuted and this 
was agreed by the committee. It was noted that at 6.4.1 that the Business Continuity review should 
be changed to an IT review. The minute was approved subject to this change. 

5. Due Diligence Report ERDF – WoSCoP Presentation 

5.1 Lorraine Irvine and Dugald Craig of the West of Scotland Colleges’ Partnership (WoSCoP) 
presented their context report for ERDF findings. Their main conclusions are as follows:  

• On the balance of the evidence available WoSCoP believes that there are potential grounds 
to challenge the findings on Faithful & Gould. There is a less compelling case for the Hardies' 
activity. In both cases, the fact that original Coatbridge staff have left and the paperwork 
evidence is finite means that a successful challenge cannot be guaranteed in either case.  
The fact that the Programme has finished may also affect the willingness of the Managing 
Authority to accept that a challenge is possible at this stage.   

• If NCL decides to challenge the findings WoSCoP would recommend that the college 
considers involving procurement lawyers. Whilst procurement is governed by rules, it is the 
legal interpretation of the implementation of these rules and the application of context that 
can affect the final outcome.    

• The delay in the Managing Authority issuing reports has hampered the college’s ability to 
respond to this repayment request and any challenge should make this clear. It is certainly 
worth formally recording this fact with the Managing Authority. It is also worth formally 
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reporting the college's disappointment and concern that different conclusions were reached 
at two audits.   

• NCL should be aware that the project may well be subject to further audit scrutiny at ECA 
level in the future. There is no guarantee that such an audit would not raise 
different/additional issues from those raised by the Scottish Government in its audits. This is 
in the nature of audits where sample sizes vary and where interpretation of information 
such as procurement practice is a feature.    

• The 2007-13 programmes are unlikely to be fully closed until 2020 at the earliest so ECA 
audit could take place till that time. Even then, ERDF projects of this scale and nature must 
retain documentation for the auditable life of the asset in case of any change of use or 
disposal disputes. NCL needs to make every effort to ensure that the evidence that is 
available currently is properly protected.   

5.2 Decision: after some discussion at the committee it was agreed that a letter should be sent to 
the Scottish Funding Council asking them how they wanted to proceed with this issue and the 
request from the Scottish Government for a repayment. NCL holds no reserves after the 
introduction of ONS to make a repayment of ERDF funds. An update will be brought to the next 
meeting of the committee 

5.3 Lorraine Irvine and Dugald Craig left the meeting at this point. 

6. Matters arising 

6.1 Coatbridge Voluntary Severance Update – The Chair reported that the issue of repayment of 
funds was now being dealt with by the SFC as reported at the last meeting. There had been no 
further development to report. 

6.2 Update on ONS – Net Depreciation 2016 

Iain Clark reinforced the point that any repayment of ERDF funds to the Scottish Government would 
result in asking the SFC for additional funds and this would require authority to increase the funding 
to NCL for 2015-16. He also informed the committee that the Scottish Government was concerned 
about net depreciation and concomitant deficits and that there was now an issue about covering the 
budget for support funding through net depreciation. This will be raised at the national conference 
of Finance Directors. Linda McTavish informed the committee that Colleges’ Scotland were also 
looking at this issue. There will be a further report to the Finance Committee on the 6th June 2016. 

6.3 Update on Facilities Management Contract 

6.3.1 At the last meeting the committee considered a report on Facilities Management from Wylie 
and Bisset. The minute from that meeting states the following: 

• The purpose of this review was to consider the arrangements in place at the Motherwell 
Campus in respect of facilities management. The review provides a brief summary of the 
services provided by the third party contractor as well as an analysis of the costs of bringing 
the service in-house compared to outsourcing the contract.   

• Based on the cost analysis the overall conclusion is that it could be cost effective to bring the 
facilities management services in-house. This assumes that the college would not be able to 
obtain more favourable contract terms if it were to go out to tender, that VAT on the contract is 
irrecoverable and that in - house staff costs do not exceed £762,786. The report advises that the 
college should carry out a full costing exercise to ensure that the costs contained within the 
review report are accurate. Iain Clark commented that the Internal Auditors were given all the 
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relevant information to demonstrate costings: this will result in further work to re-review all the 
figures that were given to the internal auditors to review. 

• The committee noted the fact that this appears to be cost neutral. The committee agreed that, 
on the one hand, there is more control and flexibility from outsourcing but, on the other hand, 
there are benefits in having staff in-house. The committee has noted previously that catering 
staff who were brought in-house have been very positive about their experience.  

• After discussion, the Committee agreed that because of the specialist nature of security issues 
this aspect should stay outsourced and that ground maintenance should also continue to be 
outsourced. The committee agreed that senior management should carry out the full costing 
recommended in the report and then, assuming continued cost neutrality, decide on the best 
way forward with this contract.  

 
6.3.2 Following this misunderstanding between the auditors and Iain Clark, the committee was 
informed that the full costing recommended in the report had now been carried out by senior 
management and significant additional costs of 150-170k had been identified e.g. holiday pay, costs 
of absenteeism and capital costs of equipment such as fork lift trucks and specialist cleaning 
equipment. These additional costs would now have to be verified by the auditors and there was a 
deadline of the 30th July to determine how the contract was to be taken forward. 

Decision: The committee agreed that Wylie and Bisset would review the new figures from 
management and that a report would go to the Finance Committee on the 6th June 2016. 

6.4 This item was covered under Item 8 of the agenda. 

7. NCL Internal Audit 2015-16 Internal Audit Plan 

7.1. Report Human Resources Review 

7.1.1 The purpose of the review was to ensure that the arrangements in place for Human Resources 
are robust. The review sought to provide assurance to the Board, via the Audit Committee, that the 
systems in place are effective and operating efficiently. The committee was informed that the 
overall conclusion for the report was Substantial. There were two medium and 2 low 
recommendations as follows: 

• Medium - The College’s HR policies are still to be harmonised with 3 separate policies still in 
operation in most policy areas. The intranet is difficult to navigate for staff looking for a 
policy. The management response is that the college agrees that this would be beneficial 
and work is ongoing to harmonise policies. There is a new internet currently in development 
which make access and the ability to publish HR policies and related information much 
easier.  

• Medium – There is no process for providing new members of staff with a formal induction 
when they start work at the college and it is recommended that the college develops an 
induction process. The management response is that the issue of induction is under review 
and will be in place for 2016/17. 
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• Low- sample testing of 10 employees’ contracts resulted in 1 which was not signed. It is 
recommended that the college puts a procedure in place to ensure that signed contracts are 
returned by all employees. The management response is that the HR team will review what 
processes are required to address this issue. 

• Low – there is no formal procedures manual in place which sets out the main HR processes 
and it is recommended that there should be one. The management response is that there 
are experienced HR advisers at each campus and adviser and team meetings take place 
regularly. There are also checklists and form wizards to guide staff through processes. 
However, there will be consideration of the benefits of bringing these together into a more 
defined procedures manual.  

7.1.2   Ann Stark raised the issue of staff induction which is reported as a medium risk and 
highlighted the organisational importance of this. The Principal pointed to the focus that there has 
been on merger to date and that there is a low staff turn- over. The management response is that 
this is under review and will be in place for 2016-17.   

7.2 Report IT Systems Review 

The purpose of the review was to ensure that the college has appropriate IT controls in place and 
that these are operating effectively. The review aims to provide assurance to the Board of 
Management, via the Audit Committee, that the IT control arrangements are adequate. The overall 
conclusion of the audit was Substantial. There are 3 medium and 4 low recommendations as follows; 

• Medium – personal smart devices such as smart phones and tablets are allowed to connect 
to the college email without a password and it is recommended that there should be 
passcodes. The management response agrees this. 

• Medium – It is possible to use the same password on expiry and it is recommended that this 
should not be the case. The management response agrees this. 

• Medium – the college have not yet tested to detect any security vulnerabilities and this 
should be carried out. The management response agrees this. 

• Low – the college should have an ICT Security Policy in place and the management response 
agrees this. 

• Low – the college should carry out a formal review with regard the Data Leakage Prevention 
and the management response agrees this. 

• Low – third party users of the college’s wireless network do not currently formally accept 
the college’s ICT policy and the management response is to agree and to remedy this 
providing a solution can be found technically and at a reasonable cost. 

• Low – HR do not have the correct CPD information with regard to IT staff. The management 
response agreed to update on IT CPD but noted that prior to 2013 HR was not responsible 
for approving CPD and would only have CPD funded through HR budgets. 

7.3 Update on the 2015-16 Internal Audit Plan 

Alistair Gray informed the committee that the Audit Framework had not changed but that additional 
risk planning and workforce planning would be included. 
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8.0 NCL External Audit – 2015-16 Annual Audit Plan 

8.1 There was discussion at the committee as to whether the accounts should be consolidated this 
year. One of the main issues is control and NCL in its role as the RSB has not yet got fundable body 
status from the SFC. It was noted that consolidation of the accounts would impose tighter timescales 
on SLC which would have to have its accounts signed off before the regional accounts were 
prepared. Consolidation would increase work for the Finance Departments in both colleges.  

Decision: Linda McTavish will follow consolidation up with the SFC and Cathie Wyllie will also 
follow consolidation up with Audit Scotland. 

8.2 Cathie Wyllie presented the Strategic Planning Memorandum 2015-16 Annual Audit Plan. The 
document outlines the following: 

• The audit framework 
• The audit approach 
• The understanding of the College’s current issues 
• The audit timetable and the planned audit outputs 
• The proposed audit fee which is £39,688 
• The audit team 

 
8.3 The approach will be risk based and designed to be robust, efficient, challenging and fair. The 
auditors will gain an understanding of and assess the financial and business risks facing the college. 
The audit work will focus on the areas most likely to give rise to a material mis-statement and 
reliance will be placed on internal audit work and reviews undertaken by the internal auditors. There 
were no material weaknesses in the new accounting and internal control system introduced in April 
2014 identified by the external auditors in the 2014-15 audit which would adversely affect the ability 
to record, process, summarise and report financial data. All changes introduced in 2015-16 will be 
reviewed. There is a new SORP which will result in a change to the accounts format this year 
including a need to restate the comparative figures and work is well underway in restating these 
figures. The auditors will communicate regularly with officers and report to the Board through the 
Audit Committee. The audit fee may need to be increased if there is a requirement to consolidate. 
 
9. Reflecting the RSB responsibilities in the NCL Internal Audit Plan 2016/17  
 
9.1 The Board Secretary had copied the Internal Auditors into correspondence from the SFC setting 
out a requirement for the regional dimension reflecting the regional responsibilities of NCL’s role as 
Regional Strategic Body to be included in NCL’s internal audit plan.  
 
Decision: Alistair Gray of Wylie & Bisset confirmed that they would include a regional dimension in 
the 2016-17 plan and would speak to SLC’s auditors. 
 
10. Report SLC Audit Committee Meeting 22nd February 2016 
 
10.1 Gordon Kerr presented the reports to the Audit Committee. The committee noted the Scott 
Moncrieff Draft Internal Audit Plan 2015-16 (dated June 2016) and the findings from the Scott 
Moncrieff Internal Audit Report on Performance Management 2015-16 (dated Dec 2016) as follows: 
South Lanarkshire College has a robust performance framework in place which is clearly linked to the 
achievements of strategic objectives. 
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10.2 The SLC risk register was showing two increased risks as follows: 
 

• Insufficient funds for capital projects and maintenance requirements 
• Severe adverse publicity 

 
10.3   The Chair of the Committee thanked SLC for their papers and presentations and noted the 
contribution these papers and presentations would make to delivering the Audit Committee’s 
regional responsibilities.  
 
11. Risk Register 
 
11.1 The committee discussed the format of future reports to the Audit Committee. 
 
Decision: it was agreed that there should be one summary risk report which shows regional risk 
and both NCL and SLC risks. 
 
11.2 The committee noted that there was no movement of risk in the NCL register. 
 
12. Code of Good Governance 
 
12. 1.  At its last meeting the committee noted the principles set out in the Code of Good 
Governance and the scope of the code which is included in the corporate governance statement in 
the annual accounts. The committee noted the requirement that the Chair is expected to report 
personally on behalf of the Board as to how the principles in the Code have been applied by the 
Board and that where, for whatever reason, a college’s practice is not consistent with any particular 
principle of the code it should make this known to the SFC or RSB. An explanation for the 
inconsistency should be made in the Corporate Governance Statement which should set out the 
rationale for exceptions and identify mitigations. 
 
12.2 The Board had discussed the key principles in the Code of Good Governance at its Strategic 
Planning Event in January. This is part of a four part Board evaluation exercise that is now underway 
with the Board as follows: 
 

1. Individual meetings between Board Members and the Chair on core skills in June 2016 
2. A questionnaire for Board Members to complete on Board processes 
3. The evaluation of the Chair  
4. A follow up session with the Board in September on the Code of Good Governance Criteria. 

 
12.3 The Audit Committee considered and noted the findings from the Education Secretary’s Task 
Group on Good Governance which had been presented by the Chair at the last meeting of the Board. 
 
12.4 Keith Fulton noted that there was no process of accreditation of prior experience of Board 
members in this process. Behaviours were a key factor in Board failures and not solely process. Linda 
McTavish informed the committee that there was a positive on this in that the SFC and Colleges 
Scotland had recognised the training that the Board had undertaken at its Strategic Planning Event in 
January 2016. She noted the mentoring arrangements that had been set up in Lanarkshire to pair 
experienced Board Members with new members and that this should be recognised in the 
evaluation process for the Board.  
 
13. AOB 
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There was no other business. 
 
14. Date of Next Meeting 
 
The date of the next meeting is Monday 12th September at 3pm in the Boardroom at the Motherwell 
Campus. 


