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Item 4 A&R/25.02.19 

Minute: Audit and Risk Committee 4pm 3rd December 2018 Boardroom Cumbernauld Campus 

Present: Ann Stark (Chair), Board Members of the Committee: John Elliot, Professor Robert Pyper 
 
In Attendance: Angus Allan (SLC) , Iain Clark (NCL) , Ruth Holland (Mazars), Keith Fulton (Acting Chair 
of the Board) , Gordon Kerr (SLC) , Keith McAllister (SLC) , Penny Neish (The Board) ,  
Lucy Nutley (Mazars), Diane McGill (The Board), Martin McGuire (NCL), Stephen Pringle (Wylie & 
Bisset), Jason Quinn (NCL). 
 

1. Chair’s Welcome 

Ann Stark welcomed everyone to this meeting of the Audit and Risk committee.  

2. Apologies 

There were apologies from Stewart McKillop. 

3. Declaration of Interest 

There were no declarations of interest. 

4. Minutes of Meeting on the 3rd September 2018  
 
The minute of the meeting of the 3rd September 2018 was approved. 
 
5. Matters Arising from the Minute of the 3rd September 2018 
 
5.1.1 Update from the PAPL Committee 

The committee was informed at the last meeting that there had been a request from the Chair of the 
PAPLS committee for further evidence from the non- executive members of the Board. A response 
from those members had been drafted by Keith Fulton and the deadline for the response was the 13th 
September 2018.Keith Fulton confirmed that the response from the non -executives to the PAPLS 
committee had been submitted. There had been no response from the PAPLS committee to the 
submission but it is published on the committee website and the view was expressed that is there had 
been any issues these would have been raised with the Board. 
 
5.1.2 Keith Fulton informed the committee that after the Board meeting on the 1st October 2018 it 
had been agreed that a paper on Regional Benefits should be submitted to the PAPLs committee. This 
is to clarify the position set out in the Auditor General’s Scotland’s Colleges 2018 report and to set out 
the regional benefits in Lanarkshire. This was not to re-open any debate but to have this in place for 
the record.  
 
5.2 Cyber Attack training for the Board. 
 
The Board Secretary reported that after discussion with the Chair is was proposed that this training 
and the Health and Safety Training would be done the day after the Board Strategy Day. Ann Stark 
noted that she would have hoped that the cyber training would have been earlier than this and that 
she couldn’t attend the Board Strategy Day on the date proposed. 
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Action:  Keith Fulton said that he would write to the Board with the suggested date to determine 
who could attend. 

 
 
Regional Business 
 
6. Technical Updates 
 
6.1 Audit Scotland Technical Update July – September 2018 
 
The committee noted the report. 

6.2 SFC Sector Update - Purchase Ledger Fraud 

6.2.1 The SFC asked for this technical update to be sent out to colleges through members of the 
Finance Directors Group. The committee noted that this did not refer to the Lanarkshire Colleges – it is 
an issue being brought to the attention of the sector. This will be included in the next edition of Audit 
Scotland’s Technical Bulletin. Professor Pyper asked why the police had not been informed and Lucy 
Nutley said that she knew of the case and that they had and she would inform those concerned that 
this was not included in the note.  

6.2.2 Iain Clark informed the committee that NCL as a public body was part of the National Fraud 
Initiative and in a creditors review as part of the Initiative a duplicate payment in 2015 had been 
caught. This may be in the public domain shortly as an example of good practice.  

7. Regional and College’s Risk Register 

7.1 Regional and College Risk Register 

 There are 17 strategic risks logged on the consolidated Lanarkshire Risk Register Summary. 
One risk has moved down since the last report to the Audit Committee.  

 Four risks remain above the committee’s threshold level and are therefore subject to control 
action planning. 

 The regional risk committee recommended that Compliance G Failure of the Adherence to the 
Financial Memorandum and Associated Legislative requirements as RSB medium. The SFC 
guidance is still awaited and this will be assessed at the next meeting. 

 The SLC summary risk register has 18 risks logged. There are no risk movements. 

 The impact of BREXIT, cyber security and GDPR compliance are all subject to specific 
observation and analysis. BREXIT will hit the number of credits in the region and both colleges 
have indicated their concern about this at previous meetings. 

7.2. Jason Quinn reported that NCL now has Cyber Essential Plus status which requires an external 
auditor to accredit the process. SLC also has this status. There is currently a shortage of assessors 
which is holding some other colleges up in progressing to this status. 

7.3 The progress of the NCL Business plan is being monitored against the risk register. 
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8. Consolidated Accounts 
 
8.1 RSB Consolidated Accounts 2017- 18 
 
8.1.1 Iain Clark presented the consolidated Regional Financial Statements to the Audit and Risk 
Committee and he highlighted the following pages:  
 

 P 20 –the table sets out the Underlying Operating Position which shows a surplus of 1,356k 
which is 1.9% of Total Expenditure for 2017/18 which is in in contrast to the (132) K deficit for 
2016/17 which was (0.2) % of Total Expenditure.  

 P 50 – the balance sheet solvency is strong following revaluations of land and buildings and 
actuarial gain in respect of pension schemes set out on p48. However there are still liquidity 
concerns as reflected in the working capital balances. 

 P 11 – The colleges achieved their core funded target by delivering 172,245 DFC funding 
credits which is 168 SFC funding credits over the target of 172,077.The colleges delivered an 
additional 15,393 ESF – SFC funding credits against a target of 15,393. The colleges provided 
places for 12,509 Full time equivalent learners.  

8.1.2 Angus Allan said that SLC will check the credit figures. 

8.1.3 Professor Pyper asked how the process in preparing the accounts had gone. The committee was 
informed that the timescales had been very tight and pulling together the narrative was the hardest 
part as it comes from multiple sources and has to be agreed with SLC. An option to ease the timing 
pressures could be to close the NCL ledger a week or two earlier.  

8.1.4 Iain Clark informed the committee that there were still minor adjustments to be made to the 
narrative and further proof reading but there would be no significant changes. There are still 
paragraphs to be added on regional benefits which are in response to the Auditors General’s 
Scotland’s Colleges 2018 report which stated as follows:  

 that the benefits of regionalisation in Lanarkshire have come about mainly through the merger 
of colleges to create New College Lanarkshire.  

 Under the regional structure, New College Lanarkshire and South Lanarkshire College are 
working together to meet core statutory requirements 

 but the regional arrangements are not delivering any significant regional benefits.  

8.1.5 When the Auditor General’s report had been published, it became clear that there were a 
number of achievements listed for the other RSB’s which also applied to the Lanarkshire Board but 
had not been listed for that Board. After the publication of the Auditor General’s report, Linda 
McTavish agreed with Mazars that a paper setting out regional benefits for the Lanarkshire Region 
would be included in the Financial Statements.  It was agreed at the Board meeting on the 1st October 
2018 that the paper on regional benefits should be submitted to the PAPLs committee. Subsequently, 
within the last week or so Mazars had informed Iain Clark that the paper would be too long for 
inclusion and that this should be two or three paragraphs. There was then discussion in the committee 
about the paper and what would be included in the accounts. Keith Fulton set out the background to 
the drafting of the paper and informed the committee that SLC had agreed a draft but that the Chairs 
were still to do so and that he would speak to them before the meeting of the Remuneration 
Committee which was to follow this meeting of the Audit and Risk Committee.  
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8.2 Annual Audit Report 2017-18 
 
Lucy Nutley from Mazars presented the draft Annual Audit report and highlighted the following from 
the report:  

8.2.1 P3 the Executive Summary which states that the auditors intend to give an unqualified opinion 
on the Financial Statements, an unqualified regularity opinion, an unqualified opinion on other 
requirements. There are four wider scope dimensions and the anticipated conclusion are as follows:   

 The Lanarkshire Board has arrangements in place, including budgetary control, that help the 
Board members scrutinise finances. Currently, consolidated regional financial information is 
not available to Board members during the year.  

 The Lanarkshire Board has adequate financial planning arrangements in place, however, 
financial sustainability concerns, initially raised in 2017, remain;  

 The Lanarkshire Board has governance arrangements in place that provide appropriate 
scrutiny of decisions made. However, a review of governance arrangements at the RSB is still 
to take place to identify potential improvements to the regional governance framework; and  

 The Lanarkshire Board has an effective performance management framework in place that 
supports progress towards the achievement of value for money.  

 
8.2.2 P4 – lists outstanding matters as a final review of the Annual Report and Financial Statements 
that will be completed on receipt of the final draft document.  
 
8.2.3 P 5 – this sets out the materiality applied to the audit. 
 
8.2.4 P6 – this sets out the significant risks and key area of management judgement and that the audit 
conclusion is that satisfactory assurance has been gained in respect of presumed risk of management 
override. There were no matters to report. 
 
8.2.5 P7 – description of risk. There has been satisfactory assurance in respect of the presumed risk of 
revenue recognition and there are no matters to report. 
 
8.2.6 P8 - An interim desktop valuation of the New College Lanarkshire estate was performed as at 31 
July 2018, assessing a value of £98.6m. This, and the net related increase in the value of land and 
buildings of £8.3m has been appropriately reflected in the financial statements. A small impairment of 
£323k was also recorded on some assets, which have been accounted for correctly. A full revaluation 
of the South Lanarkshire College estate was performed at the 31st July 2018, assessing a value of 
£33.5m. This, and the corresponding increase in value (£1.795m) have been appropriately reflected in 
the consolidated financial statements. 
 
The audit work has proved satisfactory assurance that the valuation of land and buildings in the 
financial statements is not materially misstated.  
 
8.2.7 P 9 There has also been a valuation of pension liabilities and the audit work has provided 
satisfactory assurance over pension valuations with no matters to report. 
 
8.2.8 P9 Consolidation process – a key area of management judgement and the auditors noted that 
the Colleges are aware of different property, plant and equipment revaluation policies in New College 
Lanarkshire and South Lanarkshire College, such that on an ongoing basis, there will be revaluations in 
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different accounting periods. The auditors do not anticipate that this would result in material 
misstatements in the future. 
 
8.2.9 P10 the audit work provided satisfactory assurance over the voluntary severance scheme.  
 
8.2.10 P 13 Internal Control Recommendations:  During 2017/18, a review of regional financial 
governance arrangements was due to take place, but has not. We understand that members of the 
Finance Committee have met with the SFC to seek additional funding for the resources to maintain 
regional financial information, but there has been no decision on this. We note the recommendation 
made by Audit Scotland in ‘Scotland’s Colleges 2018’ that the Lanarkshire Board should ‘develop a clear 
plan for improving collaborative working across the region’. Clearly, finance and financial governance are 
integral parts of the collaborative working required, and therefore we recommend again that a regional 
review of financial governance arrangements are in place. 
 
8.2.11 P 14 Financial management is concerned with financial capacity, sound budgetary processes and 
whether the control environment and internal controls are operating effectively. The Audit conclusion is 
that the Lanarkshire Board has arrangements in place, including budgetary control, that help Board 
members scrutinise finances for each college in the Region. Currently, no consolidated regional financial 
information is available to Board members during the year. This is also raised at P 16. 

8.2.12 P 17 – 20 Wider scope conclusion – This  refers to financial sustainability concerns raised in 2017 
still remaining because the SFC have not formally agreed the business plan. The committee noted that the 
SFC had said at the Board meeting that there would likely be a letter sent to agree the business plan and 
nothing has been received to date except confirmation of funding for a further VS scheme. It was agreed 
that Lucy Nutley would speak to Lorna McDonald at the SFC about this to try to get the assurance that 
would allow this concern to be addressed in the auditor’s report. The Audit Committee and the Chair of 
the Board are clear that the SFC should formally approve the Business Plan.  

Action: Lucy Nutley will advise the committee of any change in wording resulting from discussion with 
the SFC. 

The section also reports on the Sections 22 report again referring to the lack of formal confirmation of the 
Business Plan from the SFC and it refers to the 5 year financial plan and sets out a summary of the plan. 

8.1.13 P 25 – this section details the audit fees. 

8.2.14 There was discussion of the recommendation about a regional collaboration plan. Professor Pyper 
said that an action plan was needed and this should be flagged at the upcoming Board meeting and should 
be a key part of the Boards’ strategic planning day. He also questioned the fact that there were two 
valuation policies and that Mazars had to use a different Audit team for SLC.  

Action: There was strong feeling from the committee that regional collaboration had to be central to 
the Board’s strategic focus and that there had to be discussion at the Board and the strategic planning 
day. The Finance Review also had to be moved forward and carried out. 

8.2.15  

Decision: The accounts were recommended by the Audit and Risk Committee to the Finance 
Committee and the Board subject to agreement of the paragraphs on regional benefit being 
approved by the Chairs of the Audit and Risk and Finance Committees and the Chair of the Board. 
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9. Data Sharing Protocol with the SFC. 

Angus Allan noted that the data protection officer had had a long discussion with the SFC about this 
matter and this would be kept under review. 
 
10. Internal Audit Reports  

Stephen Pringle of Wylie and Bisset presented the internal audit reports to the committee. 

10.1 Credits Audit: The overall conclusion is that the college has reasonable procedures and controls 
over the collection of data for the credits return and assurance can be taken that the credits count 
for the college is not materially mis-stated. The systems used by the college are satisfactory in most 
areas. The credit target for the college was 138,849 including ESF activity of 8,860 credits. The 
recommendations arising as a result of the review are 2 low level recommendations. 

10.2 Student Support Funds: the overall conclusion is that, after examining the books and records of 
NCL obtaining such explanations and carrying out tests deemed necessary, that the information set 
out in the forms is in agreement with the underlying records. The college in the auditor’s opinion 
used these funds in accordance with the guidance issued by the SFC. There is one low level 
recommendation. 

10.3 Education Maintenance Report (EMA): the overall conclusion is that, after examining the books 
and records of NCL including spot checks of 5 % of applications and payments and obtaining such 
explanations and carrying out tests deemed necessary, that the information set out in the forms is in 
agreement with the underlying records. The college in the auditor’s opinion used these funds in 
accordance with the guidance issued by the SFC and they are satisfied that the systems and controls 
of the administration and disbursement of these funds are adequate. There is one low level 
recommendation. 

10.4 Regional Annual Internal Audit Report: the auditors are satisfied that sufficient internal audit 
work has been undertaken to allow us to draw a conclusion as to the adequacy and effectiveness of 
the overall region’s risk management, control and governance processes. In their opinion New 
College Lanarkshire as a regional strategic body did have adequate and effective risk management, 
control and governance processes to manage its achievement of the Region’s objectives at the time 
of our audit work. In our opinion, the Region has proper arrangements to promote and secure value 
for money.  The overall opinion provided by the internal auditors of South Lanarkshire College was: 
‘In our opinion, South Lanarkshire College has a framework of controls in place that provides 
reasonable assurance regarding the organisation’s governance framework, internal controls, 
effective and efficient achievement of objectives and the management of key risks”. 
 
10.5 Annual Internal Audit Plan 2018/19: the internal audit plan was presented by the auditors. The 
areas to be covered by the plan are as follows: Follow Up Review, Budgetary and Financial Controls 
Income Collection and Credit Control, Human Resources, IT systems, Corporate Governance, Risk 
Management, Commercial and FWDF Costing Models, Multi Campus Operations, SSF Audit EMA 
Audit Credits Audit and Regional Assurance. 

10.6 Regional Assurance Report for Funding: the auditors carried out the work for the NCL Credits 
return which confirmed a credits delivery of 138,601 against a target of 138,849.Wylie and Bisset 
reviewed the audit work undertaken by the internal auditor of SLC on their credits return and 
confirmed a credits delivery of 49,037 against a target of 48,621.Following this, Wylie and Bisset 
audited the process to provide the overall assurance for the region and confirmed a target of 187,638 
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against a target of 187,470.Therefore, Wylie and Bisset confirmed that the funding provided to the 
Lanarkshire Region from the 1st August 2017 to 31st July 2018 is in agreement with the underlying 
records and has been used with the guidance issued by the SFC. 

The committee noted the reports and that there were no issues of concern. 

10.7 NCL Follow Up Report: Iain Clark presented this report with the format change requested by the 
committee and the committee noted the progress made. He informed the committee that the next 
report to the committee will be a follow up report from Wylie and Bisset. 

11. Annual Audit and Risk Committee Report: The Board Secretary presented the Annual Report to 
the committee. The report sets out the following: the dates of committee meetings, the items on the 
agendas, the areas covered by internal audit in the year, the overall auditor’s opinion in their 2017-18 
Annual Report, the planned progress of the external auditors, the assessment of the college’s internal 
audit control systems and other reports received by the committee. 

The committee also noted this report. 

SLC –Assigned College Business 

12. Report SLC Audit Committee 

12.1 Head of Finance Report Meeting 5th November 2018 

Keith McAllister presented his report as follows:  

12.1.1 External Audit:  The external audit providers, Messrs Mazars, took members through their 
Draft Audit Report to the Board of Management and the Auditor General for Scotland. The Committee 
considered this in conjunction with the Draft Financial Statements for the year to 31st July 2018. 
The Committee noted the following from the Executive Summary of the Report: 

  We anticipate issuing an unqualified opinion, without modification, on the 
Financial Statements; 

  We anticipate issuing an unqualified regularity opinion, meaning that in our 
opinion, in all material respects the expenditure and income recognised in the 
Financial Statements have been applied for the purposes intended; 

  We anticipate issuing an unqualified opinion on the matters prescribed by the 
Auditor General for Scotland. Namely that the remuneration and staff report, 
Performance Report and Governance Statement have been properly prepared in 
accordance with the relevant legislation; 

  We anticipate concluding as follows against the wider scope dimensions for 
smaller bodies: 

  The College has effective arrangements, including budgetary control, that 
help the Board members scrutinise finances; and 

  The College has governance arrangements in place that provide appropriate scrutiny of  
decisions made by the Board and are reflected in their governance statement 

 
Following discussion, the Committee agreed to accept the Draft Audit Report and 
recommend it to the Board of Management for approval. They also agreed that the 
Draft Financial Statements could be considered by the Finance Committee. 
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12.1.2 Internal Audit 
 
The Committee considered the following reports which were presented by Messrs. 
Scott-Moncrieff: Information Governance & Management; Student Activity 2017/18; 
Student Support Funds 2017/18; and the Follow Up Audit. The Committee noted 
from the Student Activity Audit that the College had reached its Credit target for both 
core and ESF activity. It also noted that the College had not overspent its Student 
Support Funds allocation in the year. 
 
The Committee agreed to forward the Annual Report to the Board of 
Management for approval. 
 
12.1.3 Risk Management 
 
Members considered the latest College Risk Register and noted the continuing work 
being undertaken to mitigate risks in the areas of GDPR and cyber security. 
 
12.1. 4 Draft Annual Report of the Audit Committee 
 
The Committee proposed minor changes to the draft document and agreed to forward 
it to the Board of Management. 

12.2 Head of Finance Report and Papers Audit Committee Meeting 28th August 2018 

Keith McAllister presented his report of the meeting and highlighted the Scott Moncrieff Internal 
Audit Plan for 2018-19, the Audit and Assurance Committee Handbook and the Scottish 
Government’s Audit and Assurance Committee Handbook Summary of 2018 Changes and the College 
Sector Service Delivery Report from Scott Moncrieff. 

The Audit and Risk Committee of the Lanarkshire Board noted the reports from SLC. 

General Committee Business 

13. Approval of Publication of Committee Papers 

13.1 The committee approved the publication of the following papers: 

The agenda  
The minute 
Item 6 – Audit Scotland Technical Update July – September 2018  
Item 12 – a link to the SLC website for papers from the Audit Committee 5th November 2018 and the 
28th August. 
 
All the other papers are non – disclosable or will be published in the future by separate process. 
 

13.2 Ann Stark, whilst acknowledging that there had been some movement on committee and Board 
dates to accommodate the consolidated accounts process, asked that both NCL and SLC review 
committee dates to try to get the best possible flow with the Regional Board dates. This is to ensure 
that the reports that are made to Audit and Risk Committee are from the most recent committee 
meetings. 
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14. AOB 

14.1 Ann Stark asked what was happening with the recruitment of the NCL academic staff member 
and if they automatically would be a member of the Audit and Risk Committee. The Board Secretary 
informed the committee that a call for nominations had gone out with a closing date of the 5th 
December 2018. If more than one nomination is received there will be a ballot to elect an academic 
staff member. If only one nomination is received that person will be elected. Keith Fulton informed 
the committee that the recruitment to the Board was starting and, as the Board was currently tight 
on numbers, the membership of the committees would be looked at in the round. There was not an 
automatic membership of the Audit and Risk committee for the academic staff member although 
that member would be expected to be a member of the CSAO committee.  

15. Date of the Next Meeting 
 
The date for the next scheduled meeting is Monday 25th February 2018 at 4pm in the Boardroom at 
the Cumbernauld Campus. 
 

 

 


