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Item 4 A&R 24/02/2020 

Approved Minute: Audit and Risk Committee 4pm 9th December 2019. 

Committee Members Present: John Elliot, Yvonne Finlayson, Ryan McRobert and Alastair Rennie. 
 
In attendance: Ann Baxter (NCL), Iain Clark(NCL), Keith Fulton, Graham Gillespie (Wylie & Bisset), Ruth 
Holland (Mazars), Lynsey Gifford, Lucy Nutley (Mazars) , Keith McAllister (SLC) , Diane McGill (The 
Board), Stewart McKillop (SLC), Penny Neish (The Board), Ronnie Smith ( Chair of the Board). 
 
1. Chair’s Welcome 

1.1 Yvonne Finlayson welcomed everyone to the meeting and introduced Alastair Rennie to the 
committee. 

2. Apologies 

There were no apologies. 

3. Declaration of Interest 

There were no declarations of interest. 

4. Minutes of Meeting on the 29th September 2019: The minute of the meeting was approved. 
 
5. Matters Arising  
 
The timing of the committee and whether moving the committee to the evening would help members 
to attend will be discussed at the next meeting on the 24th February 2020. 
 
Regional Business 
 
6. Technical Update Audit Scotland July – September 2019 

6.1 Iain Clark highlighted Section 2 of the Technical Report which refers to the College Sector and 
Technical Guidance notes that have been produced as follows:   

• Audit of 2018/19 Annual Report and Accounts - Technical Guidance Note 2019/7(C) highlights 
risks of misstatement in the Financial Statements, Performance Report and Accountability 
Report, and sets out actions for auditors to address each risk.  

• 2018/19 Model Independent Auditor’s Reports: Technical Guidance Note 2019/8(C) to 
provide auditors with the model Independent Auditor's Reports which should be used for the 
2018/19 Annual Report and Accounts. The Technical Guidance Note also provides application 
guidance on their use.  

• Annual report and accounts overall: The Scottish Funding Council (SFC) has issued their 
Accounts Direction for colleges for 2018/19.  

• Guidance on 2018/19 financial statements: The SFC has issued detailed Notes for Guidance 
on Completion of the 2018/19 Financial Statements which are designed to supplement the 
Accounts Direction for 2018/19.  

 

The committee noted the report.  
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7. Regional Colleges’ Risk Register  

Jason Quinn updated the committee as follows: 

7.1 Risk Movement 

• There are a total of 17 Strategic Risks logged.  
• Two risks have moved down (Risks A and G). 
• Two risks are above the committee's threshold level and therefore are subject to Control Action Planning:  

a) Governance: "J" Failure to establish and implement an effective regional governance model Medium 
(Above Green [low] threshold). 

b) Learner Experience: "L" Failure to maintain and improve learner retention and achievement - high 
(Above Yellow [medium] threshold)  

 
7.2 Review recommendations for the risk appetite level for Compliance:  
RSRMG recommend that Compliance: "G" Failure of adherence to the Financial Memorandum and associated 
legislative requirements as RSB. - Medium (Above Green [low] threshold) is rated as low in the light of the signed 
Memorandum of Understanding. Recommend Audit and Risk Committee agree revised residual risk score of 3 
(low). 
 
7.3. Review recommendations for Risk "J". 
RSRMG recommend that for Risk "J", Governance - Failure to establish and implement an effective regional 
governance model Medium (Above Green [low] threshold) - is reassessed following publication of the 
Memorandum of Understanding between NCL and SLC. Recommend reassessment by Audit and Risk Committee 
following the publication of the Memorandum of Understanding. 
 
7. 4. SLCs Risk register is attached  
a) There are a total of 19 Strategic Risks logged.  
b) One risk has moved down (Risk 19) 
 
7.5  Escalation of Risks :  
No operational risks were escalated. 
 
7.6. Under observation / analysis 
a) BREXIT 
b) Motherwell Campus external cladding. 
 
7.7. Regional Business Plan Risk Register 
a) There are a total of 10 risks logged.  
b) One risk has moved down (Risk G) 
 
7.8 There was discussion about the recommendation to lower the risk for compliance G. It was 
concluded that the signing of the OU was beneficial and that there was a lower risk because it was 
easier to understand and there was therefore less risk. Furthermore, SLC had reduced their risk. 
 
Decision: The A& R Committee agreed the recommendation re recommendation G. It recommended 
that Risk J be referred back to the committee but Ronnie Smith noted that we have an effective 
governance model that fits with the legislation and the word establish should be removed as a 
governance model has been in place since the establishment of the Lanarkshire Board. 
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7.9 There was discussion about the risk of the external cladding at Motherwell. The committee was 
informed that NCL is still awaiting the full report from Morrison’s Construction despite frequent   
follow up by Iain Clark, Martin Loy and Grant Sim (Gardiner&Theobald). The repair work at the 
Residence is being checked on a weekly basis by Morrison’s Construction and from information 
received there is no immediate risk relating to the wider cladding issue although this has never been 
formally notified. The most affected part- the stairwell in the residences- has been cordoned off. Keith 
Fulton as the Chair of the RGP committee is being briefed. Yvonne Finlayson expressed her concerns 
that there was still no report from Morrison’s Constructions and put those concerns in the context of 
the recent incidents where cladding had a seriously detrimental impact. 

Action: It was agreed that Iain Clark would contact Morrison’s Construction the following day and 
inform them of the serious concerns expressed by the Audit and Risk Committee and give them a 
deadline for producing the report of Friday so that this could be reported to the Board.  
 
Decision: The committee agreed that the risk should be identified as a separate risk. 
 

The committee noted the report.  

8. RSB Consolidated Accounts 

8.1 Regional Financial Statements Year Ended 31st July 2019 
 
8.1.1 Iain Clark thanked Mazars and SLC for their contributions to the consolidated accounts. It had 
been a difficult year due to a resignation of a key member of staff and the time to recruit to that post, 
and then significant staff absence of senior Finance Staff during the audit period. He underlined the 
fact that the responsibility to the A&R committee was taken very seriously. He highlighted the 
following:  
 

• The Consolidated Statement of Comprehensive Income and Expenditure is at P 47 and shows a 
Regional deficit of £625K. However, the key metric for the SFC and Audit Scotland is on Page 
18 which shows an Underlying Operating Surplus Position of £375k (0.7% of expenditure) for 
NCL and £1,494k (2.0% of expenditure) for the Region. 

• He commented that the accounts were positive for this year but that the position was looking 
very tight for future years principally due to the National Bargaining settlement and unfunded 
future Cost of LIving increases.  

 
8.1.2 Stewart McKillop highlighted the fact that there were disaggregated elements in the 
consolidated accounts – estates are owned separately and staff are separated - so why are the PI’s 
amalgamated. He asked that the point that SLC had asked for further disaggregation of some 
information be noted. 

 
8.2 Annual Audit Report Year Ended 31st July 2019  

 
8.2.1 Lucy Nutley informed the committee that there had been a short meeting before the Audit and 
Risk Committee and a number of suggested amendments had been made to the draft report. The 
auditors would make a number of changes and an amended copy would be sent to the Board Secretary 
on Tuesday 10th December 2019.  
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8.2.2 There is an unqualified opinion on the financial statement, on regularity and on other 
requirements prescribed by the Auditor General for Scotland – namely that the remuneration, 
performance report and governance statement have been properly prepared in accordance with the 
relevant legislation.     
 
8.2.3 The conclusion against each of the four wider scope dimensions is 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 and results from 
the first year of the Business Plan are encouraging. However, financial sustainability concerns, 
initially raised in 2017, remain; 

• New College Lanarkshire has governance arrangements in place that provide appropriate 
scrutiny of decisions made by the Board. We consider that regional governance arrangements, 
while meeting the requirements of the Lanarkshire Colleges Order have scope to become 
more efficient; and 

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

8.2.4 She confirmed that the accounts would be signed by Martin McGuire and Keith Fulton. 
 
8.2.5 She thanked Iain Clark and his team for all their efforts to get to where we are now in difficult 
circumstances with the resignation of the Financial Controller earlier in the year and the time to 
recruit to that post and then two absences of key staff during the audit process. Ronnie Smith 
apologised to the Chair of the committee for the issue of the papers to the committee being delayed 
by two days but noted the particular circumstances this time round.  
 
8.2.6 Iain Clark responded to a question from Ryan McRobert about the McCloud ruling. There is an 
explanation of the McCloud ruling at P 76 in Note 24 in the Regional Financial Statements and this sets 
out the impact on the pension schemes and that the revised estimate of the increased liabilities for 
NCL of £906K and £227k for SLC. He emphasised that the college has no control of this area and it is a 
valuation by the actuaries. 
 
Decision: Following this discussion, the A and R Committee recommended the Annual Audit Report 
Year ended 31st July 2019 to the Board for approval. 
 
9. RSB Self – Evaluation of the RSB 

9.1 The Board Secretary updated the committee that the draft report on the self- evaluation by the 
SFC was expected on the 11th December 2019 and the Lanarkshire Board would be asked for 
comment. The final report would go to the SFC Board on the 30th January 2019. 
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10. Annual Audit and Risk Committee Report 2018-19  

10.1 The Board Secretary presented this report to the committee. The report sets out the dates of the 
meetings, the agenda items covered, the appointment of the internal auditors - Wyllie Bisset - and the 
internal audit plan for 2019-2022 and the internal audit activities covered in the year 2018-19, the 
internal audit opinion, external audit activity, assessment of the college’s internal control systems 
which are satisfactory, a note on the risk register which is reported to each committee and a list of 
other reports for the year. 

10.2 The internal auditor’s opinion in their Annual Report is that 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.   
 
10.3 Lucy Nutley suggested that there should be a paragraph setting out the committee’s activity in 
relation to risk assessment and reporting and the Board Secretary agreed to add this paragraph to the 
report. 
 
Decision: The A & R Committee approved the Annual Audit Report subject to the paragraph on risk 
being added. 

NCL – Regional College Business 

11. Internal Audit Reports 

Graham Gillespie of Wylie and Bisset presented the internal audit reports to the committee. 

11.1 Educational Maintenance Allowance 

He informed the committee that there were no recommendations and the overall conclusion 
from the report is as follows:  
 
“We have examined the books and records of New College Lanarkshire, including evidence of spot checks of five 
per cent of applications and payments, with a minimum sample size of five students, and have obtained such 
explanations and carried out such tests as we considered necessary.  On the basis of our examination and of the 
explanations given to us, we report that the information set out in these forms is in agreement with the 
underlying records. We also report that, in our opinion, the College used these funds in accordance with the 
guidance issued by the SFC.  We are satisfied that the systems and controls of the administration and 
disbursement of these funds are adequate.” 
 
11.2 Student Support Funds Report 
 
Graham Gillespie informed the committee that there is no further action required from the follow up points 
from the previous audit and the overall conclusion from the report is as follows:   

“We have examined the books and records of New College Lanarkshire and have obtained such explanations 
and carried out such tests as we considered necessary.  On the basis of our examination and of the 
explanations given to us, we report that the information set out in these forms is in agreement with the 
underlying records.  We also report that, in our opinion, the College used these funds in accordance with the 
guidance issued by the SFC.”   
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11.3 Credits Report 

11.3.1 The committee was informed 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. 
The College delivered 133,815 credits, against a target of 133,962 (99.89%). 
As can be seen from this the College are just below their funded activity target. The College credits target for 
2018/19 was reduced by 4,639 through negotiations with the Scottish Funding Council.” 
 
11.3.2 The committee noted that NCL had done very well to come so close to the target in the year. 

11.4 Regional Annual Report  

The committee was informed that the overall opinion of the internal auditors was as follows:  
 
“We 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 our 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”. 

The committee noted the report. 

12. Progress and Review NCL Business Plan – Audit Stream Update 

12.1 Ann Baxter updated the committee as follows: 

• The SFC are pleased with progress and the Business Plan is on track. There is good progress 
on the key KPI’s and an improvement in early withdrawal rates is predicted. The SFC have 
asked that the meetings be moved to bi- monthly instead of monthly and this request will be 
sought in writing from the SFC. 

• The good progress being made is being communicated to staff and areas where there is an 
issue are being flagged through close monitoring – spotlight on the curriculum. 

The business plan is being presented with a project stream report and a separate report on key 
indicators. 

12.2 Keith Fulton raised the issue of the SFC also meeting with non- executive members of the Board. 

Action: Ann Baxter would approach the SFC for a meeting with the Chair and Vice Chair of the 
Board. 

The committee noted the progress on the implementation of the Business Plan. 
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SLC –Assigned College Business 

13. Report SLC Audit Committee 5th November  

13.1 Head of Finance Report 4th De2019 

Keith McAllister highlighted the following from the report: 

13.1.1 Report of the External Auditors: At the SLC Audit Committee meeting dated 4th November 
2019, 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 2019. The Committee 
noted their satisfaction with the Report, there being no matters which would preclude the Finance 
Committee from considering the audited Financial Statements for the year. 
 
13.2 The Head of Finance report and the papers for the meeting of the 27th August 2019 are recorded 
in the Lanarkshire Board A& R committee meeting on the 2nd September 2019. 
 
General Committee Business 
 
14. Approval of Committee Papers 
 
The committee approved the publication of the following papers: 
The Agenda  
The minute of the 2nd September 2019 
Item 6 – The Technical Update 
Item 10 – The Annual Audit and Risk Committee Report 
Item 12 Progress on the Business Plan 
Item 13 – a link to the SLC website for the minutes of the Audit Committee meetings for the 27th 
August and the 13th May 2019. 
 
All the other papers are non – disclosable. 
 
15. AOB 
 
15.1 Stewart McKillop gave thanks to the Chair of the committee Yvonne Finlayson.  Iain Clark also 
advised of the delay in the “Non-SFC Income” Audit due to two key members of staff involved in the 
Audit Process being absent from work. 
 
16. Date of the Next Meeting 
 
The date for the next scheduled meeting is 4pm Monday 24th February 2020 in the Boardroom at the 
Cumbernauld Campus. 
 

Meeting of Non- Executive Members of the Audit and Risk Committee with the External Auditors 

There was a follow up meeting with the non- executive Board Members of the committee with the 
external auditors which noted the comments from the auditors about the difficulties experienced by 
the finance team and the huge effort put in by the team and that Mazars may be able to do some 
training for the Board in understanding college finances.   


