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1. Apologies for Absence
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5. Matters for Decision
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Draft Minute of Meeting of 26 January 2016

The meeting commenced at 0900 hours.

PRESENT: | Gossip (Chair), J Henderson, S Masson, K Milroy, A Smith, R Wallen, K Wetheralll
IN ATTENDANCE: R Scoftt, P May, P Kesson
OBSERVER: J Kirkwood

1. Apologies for Absence
Apologies were received from S Brimmer and J Harper.

2. Minute of previous Meeting
The Minute of Meeting held on 17 November 2015 was approved.

3. Matters arising from previous Meeting

3.1

3.2

Macduff Learning Centre

Mr Wallen informed the Committee that discussions are still ongoing with Aberdeenshire
Council. It was notes that a further report will be presented to the March meeting of the
Finance and General Purposes Committee.

Site of former Balgownie Centre

Mr Scott provided an update on recent developments with the sale of the site of the
former Balgownie Centre. Members were informed that advisers from Burness Paull will
present a paper on the current situation to the Board at its meeting in February.

4. Report by the Principal

The Committee noted areport providing information on: audited financial statements for
2014-15; audit; funding for2016-17; and Engineering Technologies at Fraserburgh Campus.

Mr Wallen provided further information on funding for 2016-17 and said that senior
management and middle managers are working to identify areas where costs can be
reduced for next year.

Mr Wallen drew Members’ attention to the tabled update to page 21 of the Post-Merger
Monitoring and Evaluation Report.

MrWallen also provided updated information on the positionrelating to National Collective
Bargaining. Members were informed that the EIS had not accepted the pay offer and
had indicated that they would be balloting their membership formally on strike action.

5. Matters for Decision

5.1

Review of Financial Regulations and Policies
The Committee undertook a review of the College’s Financial Regulations.

In considering the proposed amendments Members noted that the College’s established
Financial Regulations have proved to operate successfully and are compliant with the
most recent versions of the Financial Memorandum and the Scottish Public Finance
Manual.

Members approved the Financial Regulations, and agreed that the Regulations would
next be reviewed in January 2017.
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5.2 Course Fees — AY2016-17 (except for Overseas Students)

53

The Committee considered course fee rates for the academic year beginning 01 August
2016 (AY2016-17).

Members were informed that the Scofttish Funding Council (SFC) had yet to publish
details of the fee rates that the Scottish Government has set for full-time programmes.
The Committee also noted that it is understood that the SFC will decide to contfinue to
require colleges to comply with the National Fee Waiver Policy infroduced in AY2000-01,
and that the SFC no longer reimburses colleges for fees waived in accordance with the
Policy.

After some discussion the Committee resolved to:

* Increase part-time course fee rates for AY2016-17 by 1%;

» set advanced course fees for students from the rest of the UK at the same rate as
those for students from Scotland and other parts of the EU;

» reaffirm the policy on the establishment of fees for non-vocational programmes
and full cost recovery/non-fundable courses.

Course Fees — AY2016-17 - (overseas students)

The Committee considered the establishment of fee rates for overseas students for the
forthcoming academic year. In considering these matters Members noted that the SFC
does not advise colleges on fee rates for overseas students.

After some discussion the Committee resolved that the level of full-time course fees for
overseas students be increased by 1% for AY2016-17.

6. Matters for Discussion

6.1

Environmental Sustainability
The Committee considered a report providing information relating to environmental
sustainability issues in the College.

Information was provided on: background and context; EAUC Scotland Mandatory
Reporting 2015; BSI EMS ISO14001 Accreditation; Energy Monitoring System; Monitoring
Information; and a commentary on the reduction and segregation of ‘general waste’.

Mr Scoftt said that the award of the ISO14001 showed the well-established energy
management systems within the College and said that work was now in hand towards
gaining the ISO50001 accreditation. MrScott commented that external feedbackindicated
that the College is well ahead of the rest of the FE sector in terms of environmental
sustainability.

The Committee noted the contents of the report and it was agreed that it would be
beneficialforthe College's Environmental and Sustainability Manager to give a presentation
to a future meeting of the Board.
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6.2 Procurement

6.3

The Committee considered a paper providing information on procurement activities.

Members noted that no contracts that require to be reported to the Committee have
been awarded since the last meeting of the Finance and General Purposes Committee.

Members also noted that procurements are being undertaken for advertisement and
marketing services, and janitorial and security guarding services.

MrScottinformed the Committee that guidanceissstill awaited from the Scottish Government
on the forthcoming Community Empowerment Act.

The Committee noted the contents of the report.

Student Activity AY2015-16
The Committee considered a paper providing information on the current status of student
activity and early student withdrawal rates for academic year 2015-16.

Members noted the current favourable position attained in the generation of 0% of the
required activity for the year. In response to a query, Mr Wallen confirmed that he was
confident that Business and Community Development would achieve the Department’s
agreed credits target for AY2015-16.

Mr Wallen assured Members that the SMT were monitoring activity levels on a regular
basis.

Mr Wallen agreed to prepare a paper summarising the new credit funding model for
consideration at the next meeting of the Committee.

7. Summation of Business and date and time of next Meeting
The Secretary gave a summation of the business conducted. The next meeting of the Finance and
General Purposes Committee is scheduled to take place on Tuesday 15 March 2016 at 0900 hours.

Reserved ltems of Business

8.

9

8.1

8.2

Matters for Discussion

Financial Monitoring

Outreach Learning Centres Update

Summation of Reserved ltems of Business

The Secretary gave a summation of the reserved items of business.

The meeting concluded at 0950 hours.
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Matters Arising from the Minute of the Previous Meeting

1 Inftroduction

1.1 This paperis to update the Committee on matters arising from the minute of the meeting
of 26 January 2016.

2 Matters Arising
2.1 Thefollowing provide anupdate onmaftters discussed at the last meeting of the Committee:

3.1 Macduff Learning Centre
3.2  Site of Former Balgownie Centre

4 Report by Principal
The College is yet to be advised of its SFC funding allocation for AY2016-17.

Senior Management and middle managers are continuing fo identify possible
savings.

5.3 Course Fees — AY2016-17 - (overseas students)
Subsequent to agreeing course fees at the last meeting of the Committee anissue
has been identified that needs to be recognised within the College’s Course Fees
Policy. This matter will be discussed under Agenda ltem 5.3.

6.1 Environmental Sustainability
Therequested presentation onthe College’s approach to environmental sustainability
will be arranged for a future Board of Management Meeting prior to the end of
AY2015-16.

6.3  Student Activity AY2015-16
The requested paper summarising the new credit funding model was considered
af the Board of Management Meeting on 22 February. As the issue was one that
may have been of inferest to all Board Members a decision was taken to consider
the paper at the Board Meeting rather than at the next meeting of the Finance
and General Purposes Committee.

8.1 Financial Monitoring
8.2 Outfreach Learning Centres Update

3 Recommendation
3.1 Itisrecommended that the Committee note the contents of this paper.

Rob Wallen
Principal
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Report to the Committee by the Principal

1.

Introduction

1.1.

The purpose of this report is to provide information to the Committee.

Audit

2.1.

2.2.

The Audit Committee meets on 15 March 2016. The Committee will consider: reports on
the internal audit reviews undertaken at the end of January/beginning of February 2016;
the external audit plan for 2015-16; reclassification and the report by the Public Audit
Committee of the Scofttish Parliament in relation to voluntary severance arrangements
at the former Coatbridge College.

On 07 March 2016, Wylie and Bisset, the internal audit service provider, will undertake
the third of four visits fo the College to carry out the next stage of the programme of
internal audit work. Reports on these reviews will be presented to the Audit Committee
at its meeting in May 2016.

Funding, 2016-17

3.1.

3.2

The Scottish Government draft budget for the fiscal year to 31 March 2017 proposes
that funding for further education is ‘protected’. At the time of writing, further detail is
awaited on how this might translate into the funding allocation the College receives for
the coming year.

It was expected that the Scofttish Funding Council would notify colleges of their proposed
funding allocations atthe end of February 2016. Howeverno nofification hasbeenreceived
at the time of writing this report.

Engineering Technologies, Fraserburgh Campus

4.1.

The project to refurbish and extend facilities at the Fraserburgh Campus is progressing on
schedule and within budget. College staff are currently working with the contractor to
finalise furniture, fittings and equipment procurement arrangements. The project team,
construction contractorand College staff continue to have effective working relationships
and good progress is being made.

Over-clad, Aberdeen City Campus

5.1. The projectreached practical completionin October 2014. Various snagging works have
been completed satisfactorily. The retention period has ended and the project architect
(BPA Architects) has issued the final certificate.

5.2. The final account for the project has now been agreed with the contractor at £6,002,950
and the remaining contract retention has been released.

5.3. It has taken some time to reach this position, which has been achieved without resorting
to the arbitration process set out in the construction contract.

Recommendation

6.1. Itisrecommended that the Committee note the contents of this report.

Rob Wallen

Principal
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College Banking Arrangements

1.

Introduction

1.1.

The purpose of this paper is to assist the Committee’s consideration of the College’s
banking arrangements.

2. Banks

3.

2.1.

2.2.

2.3.

North East Scotland College operates bank accounts with anumber of banks (that number
has reduced in recent years as a consequence of reclassification). The primary banking
relationship through which day-to-day business banking is transacted is with Clydesdale
Bank plc.

The College also has bank accounts with Bank of Scotland and TSB (formerly Lioyds TSB).
These accounts are held to provide an alternative to Clydesdale should the need arise.

The requirements of reclassification willrequire all Scottish colleges to use the Government
Banking Service by 2017. The service was established in 2009 to provide retail banking
services for the UK public sector. Royal Bank of Scotland provides the service under
contract to the Government.

Banking Facilities

3.1.

3.2

The College uses the Bank Automated Clearing System (BACS) to make electronic
payments, primarily to suppliers. The rules of the BACS system require users to agree with
their banker the limit to be set for the value of fransactions to be processed through the
system. The limit required by the College for the forthcoming year is £3,700,000. This is not
an overdraft borrowing facility. The Board has the authority to enter into an agreement
with the Bank for the purpose of using the BACS system.

The Clydesdale Bank requires that the Board of Management minute its agreement to
the arrangement.

Recommendation

4.1.

It is recommended that the Committee:

4.1.1. approve establishment of the facility offered by Clydesdale Bank; and
4.1.2. authorise the Chair of the Committee and Principal to sign related documentation
provide by the Bank.

Rob Wallen Roddy Scott
Principal Vice Principal Finance
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Letting Charges, AY2016-17

1.

Introduction

1.1.

The purpose of this paperis to enable the Committee to consider the level of charges for
ad hoc let of College premises to third parties.

2. Background

3.

2.1.

2.2.

2.3.

This Committee sets the scale of charges for ad hoc lets of College premises annually.
The College is free to set its own rates for letting charges.

The forecast income from ad hoc lets of premises is some £15,000 in the twelve months
to 31 July 2016 (AY2015-16).

At times alevel of charge may be levied where the letting organisation has a community
role and cannot afford the established rates. This applies forexample to sports clubs, which
use the sports hall on the Fraserburgh Campus and have an important community role.
Such lets are only agreed to if they do not prevent a let at the full rate. Such decisions
are taken at the discretion of the Principal.

Scale of Charges

3.1.

3.2

3.3.

In setting letting charges for the new academic year, the Committee might find it helpful
to refer to annual rates of increase in prices when setfting fees. In the year to 31 January
2016, the rate of increase in the Consumer Prices Index (CPI) was 0.3% and in the Retail
Prices Index (RPI) was 1.3%.

The following table may be of assistance to Members in considering the level of charges

for AY2016-17.
Classroom Specialist Room
(Hourly Rate) (Hourly Rate)

Base rate (i.e. rate in AY2015-16) £32.00 £42.50
Fee rate increase of 1% 32.32 42.92
Fee rate increase of 1.5% 32.50 43.14
Fee rate increase of 2% 32.64 43.35
Fee rate increase of 3% 32.96 43.77

The following table shows the estimated income effects of applying these rates for AY2015-16:

Estimated Income Effect Additional Income
(annualised)

Fee rate increase of 1% £150
Fee rate increase of 1.5% 225
Fee rate increase of 2% 300

Fee rate increase of 3% 450
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4. Fees for Other Lets
4.1. Feesforotherletsare derived byreference to the basic hourly rates set by the Committee.

Market rates are considered in establishing rates forlonger-term lets orlets for commercial
activities.

5. Recommendation

5.1. Itisrecommended that the Committee consider the scale of charges to apply in AY2016-17
for ad hoc lets of accommodation.

Rob Wallen Roddy Scott
Principal Vice Principal Finance
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Course Fee Policy

1.

2.

3.

4.

Introduction

1.1.

1.2

The purpose of this paper is to allow the Committee to consider a revised version of the
Course Fee Policy.

This paper is also being considered by the Learning & Teaching and Student Services
Committee at its meeting on 15 March 2016.

Background

2.1.

2.2.

At its meeting on 26 January 2016 the Committee considered a revised version of the
College’s Fee Policy.

Subsequent to that meeting an issue has been identified that needs to be recognized
within the Policy and as such arevised version has been brought forward for consideration.

Context

3.1.

3.2

3.3.

3.4.

Atthe time ofincorporation, the positionin collegesin Scotland (such as Aberdeen College
and Banff & Buchan College) was that learners from England, Wales and Northern Ireland
were able to access college courses in Scotland on the same basis as Scottish students,
subject to some specific considerations. Most importantly the individual's enrolment
atftracted Scottish Office funding —i.e. the enrolment was counted towards the wSUMs
activity target of the College.

When the Scottish Government infroduced the arrangements whereby the fees for
advanced level courses (i.e. HNC and HND provision) of Scottish students were paid by
SAAS (i.e. so that the individual student did not pay any fee for the programme) students
from other parts of the UK were not covered by this provision —i.e. they had to pay the
fee, though the fee was at the same level as the fee paid by SAAS for Scottish and (other,
non-UK, EU) students. (The exclusion of England, Wales and Northern Ireland is possible
under EU law as they are part of the same sovereign state as Scotland and a state can
decide how it differentiates between arrangements for different parts of the population
within its own borders — whereas under EU law whatever applies to Scottish students must
apply to other students from other states of the EU.)

Although at this stage non-Scottish UK students had to pay the fee, their enrolment could
still be counted towards the College’s activity target — and as such the fee levied is only
a small proportion of the cost of the activity — with the rest covered by the grant-in-aid
provided to the College.

This is reflected in the current version of the College’s Course Fee Policy.

Current Position

4.1.

4.2.

However, it is now the case that non-Scofttish UK students are excluded from the funded
activity (unlessthey have had three years of residence within Scotland—i.e. candemonstrate
that they are now Scottish-domiciled).

As such, the fee charged for enrolment of students from other parts of the UK needs to
be reconsidered.
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5. Possible Options

6.

7.

5.1

5.2.

5.3.

5.4.

5.5.

There are, in fact, relatively few UK students with a home address outwith Scotland who
enroll on College courses and as such the issue is not a huge one in tferms of volume.

One option therefore would be to continue to ask these students to pay the “home
fee”; the fotal income associated with that enrolment would, however, be less than for
a Scottish student on the same programme. (ca £1,500 in the case of a HND student as
compared with perhaps £4,500 for a Scottish student (the actual value depends on the
credit band the programme falls intfo —i.e. more for Engineering than for Social Science)).

Anotheroptfionwould be to freat students from other parts of the UK the same as “overseas”
(i.e. non EU) students — currently about £10,000.

A third option would to be to create a fee rate that was equivalent to the combined fee
and grant-in-aidreceivedforaScottishstudent-i.e.ca£4,500 (though varying depending
on the credit-banding of the course).

In coming to a decision on these matters we have to take into consideration the likely
impact on enrolments if the full “overseas” fee was levied (and indeed the impact that
is likely if a new "home nations” fee rate is created that is equal to the SAAS fee plus the
credit-related income).

The OPITO UOGITTS Programme

6.1.

6.2.

6.3.

6.4.

6.5.

One special case relates to the students on the OPITO UOGITTS technician fraining
programme. In this case OPITO pays a fee for each student on the programme (rather
than the fee being paid by SAAS) but the activity is also counted towards the College’s
credit target in the case of Scottish students. In effect the grant-in-aid allows the fee
level to be set at a lower level than if the activity was “commercial” (i.e. with no Scottish
Government support).

Ofthe current OPITO intake the vast majority have a Scottishhome address butrecruitment
is UK-wide and there are three students whose home address is in one of the other three
“home nations”.

A question arises as fo whether the fee levied from OPITO needs to differentiate between
the majority of students and these three. It can be argued that at present the College is
subsiding OPITO for these three students as we have only the OPITO fee and no credit-
based funding for these students.

We could seek for these three students (and for others in similar circumstances in the
future) a higher fee from OPITO to cover the absence of Scottish Government funding.
Alternatively we could accept that a small minority of the entrants do not attract grant-
in-aid but that the majority do and, takeninits totality, the combined fee and grant-in-aid
income for the group is adequate to cover the costs.

In coming to a decision it will be important to take into consideration the likely impact
on the College'’s relationship with OPITO.

Recommendation

7.1.

It is recommended that the Committee consider the position regarding fees for students
from other “home nations” of the UK on full-time College courses.

Rob Wallen
Principal
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Student Activity, AY2015-16

1.

3.

4.

Introduction

1.1

The purpose of this report is to provide the Committee with information on the current
status of student activity for AY2015-16.

1.2 This paper is also being considered by the Learning & Teaching and Student Services
Committee at its meeting on 15 March 2016.

Background

2.1 For the purposes of securing funding from the Scofttish Funding Council (SFC) College
activity is measured in credits, with the credits arranged in five price bands, which provide
amethod of aggregating student activity on different types of course and different modes
of attendance in such a way that the duration of each programme and its resource
demands are approximately reflected in the aggregated totals.

2.2 Ordinarily, if colleges fall short of there target the SFC would require part of grant-in-aid
for the year to be repaid.

2.3 The College monitors the level of enrolments and rates of student retention throughout

the year, as well as the projected level of additional activity. These data are important
in allowing the College to ensure that activity will at least meet required target levels. A
low level of early withdrawal enables the College to secure its SFC funding at an early
stage in the year and allows for the curriculum offer to be adjusted to reduce costs in
the latter part of the year.

Current Activity Levels AY2015-16

3.1

3.2

3.3

3.4

3.5

The figures noted below should only be read as an approximation of the current position.
The final calculation of credits can only be made at the end of the academic year and is
dependent on: the final tally of enrolments for all types of activity across the whole year
and student retention rates. As such the data below are indicative.

The Regional Outcome Agreement established with the SFC for AY2015-16 setsthe College’s
target for student activity at 139,549 credits.

The total current figures for credits for each of the key College’s areas are detailed in Table
1 of thisreport. The total of student activity for the College is currently 134,000 credits. The
total planned activity for these areas is 140,664. This leaves a difference of 6,664 credits.
However, the SFC target is 139,549 — which leaves a difference of 5,549 (ca 3%).

A programme of additional activities has beeninitiated and includes January 2016 course
starts and enrolments from OPITO. Additional Business and Community Development
enrolments through the College’s Tribal contract are planned thus allowing the College
to meet its credit target for AY2015-16.

It will be noted that the College’s activity across the five credit price bands is close to the
profile set by Scofttish Funding Council.

Recommendation

4.1

It is recommended that the Committee note the contents of this report.

Rob Wallen John Davidson
Principal Vice Principal — Learning and Quality
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Appendix 1
Activity AY2015-16
Full Time Enrolments:-
Target Actual to-date
School of Creative Industries, Computing and 2,830 2,933
Business Enterprise
School of Engineering, Science and Technology 1,501 1,542
School of Service Industries 2,379 2,392
Business and Community Development 0 10
Total 6,710 6,877
Full Time Retention to-date:-
Enrolled Early %
withdrawal Rate
School of Creative Industries, Computing and 2,933 137 95%
Business Enterprise
School of Engineering, Science and Technology 1,542 83 95%
School of Service Industries 2,392 153 94%
Business and Community Development 10 0 100%
Total 6,877 373 95%
Part Time Retention to-date:-
Enrolled Early %
withdrawal Rate
School of Creative Industries, Computing and 534 15 97%
Business Enterprise
School of Engineering, Science and Technology 2,590 29 99%
School of Service Industries 796 43 95%
Business and Community Development 5,801 50 21%
Professional Development 73 0 100%
Total 9,794 137 99%
Early retention (ALL) :-
Enrolled Early %o
withdrawal Rate
School of Creative Industries, Computing and 3,467 152 96%
Business Enterprise
School of Engineering, Science and Technology 4,132 112 97%
School of Service Industries 3,188 196 94%
Business and Community Development 5,801 50 21%
Professional Development 83 0 100%
Total 16,671 510 97%




Key Performance Indicators Students Enrolled (Actual) Early student withdrawal
(withdrawn students as a %
of enrolled students)

2012 2013 2014 | 2015 2012 | 2013 | 2014 | 2015

FT Enrolments 6,935 | 6,872 | 6,245 | 6,877 | 7.20% | 5.59% | 4.7% | 4.6%

PT Enrolments 12,240 | 11,863 | 6,371 | 9,794 | 4.71% | 1.74% | 1.1% | 2%

Credits:-

Target Actual Planned Projected
Credits To-date Provision Outturn

School of Creative Industries, 44,108 46,169 0 46,169

Computing and Business Enterprise

School of Engineering, Science and 37,115 35,773 308 36,081

Technology

School of Service Industries 45,337 44,268 42 44,310

Business and Community 13,326 7.383 5,943 13,326

Development

Scottish Maritime 703 346 357 703

Professional Development 75 61 14 75

Total 140,664 134,000 6,664 140,664

Planned Outturn 140,664

Total SFC Target [incl. 3,035 ESF] 139,549

The College’s profile of provision in 2014-15, and the SFC assumption about the profile in 2015-16 on
which funding and the credit target has been set, and the College’s activity in 2015-16 to date are as

follows;
2014-15 2015-1¢6 2015-16
Profile Profile Actual
Band 1 19% 16.60% 16.57%
Band 2 45% 45.80% 47.79%
Band 3 31% 33.30% 32.14%
Band 4 1% 0.40% 0.52%
Band 5 3% 3.60% 2.98%
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Procurement

1. Introduction

1.1. The purpose of this report is to provide information to the Committee on matters relating
fo procurement.

Contracts awarded
2.1. One confract has been awarded since the last meeting of the Finance and General
Purposes Committee. This is set out in the table below:

Advertising AVC Brand £160,000

Current and Forthcoming Procurements
3.1. A procurement process is being undertaken for janitorial and security guarding services.

Public Protection

4.1. North East Scotland College has worked with Police Scotfland to review procurement
processes. The review resulted in the sharing of data to support Police Scotland’s work
to combat serious organised crime. Police Scotland has informed the College that the
review has shown that there are no causes for concern.

European Union (EU) Procurement Thresholds

5.1. The College is required to follow EU procurement directives because it is a ‘contracting
authority’ as defined within the directives. Contract value thresholds are set every two
years and the thresholds set at 01 January 2016 are £164,176 for ‘supply, services and
design contracts’ and £4,104,394 for ‘works contracts’.

Scottish Legislation

6.1. The provisions of the Procurement Reform (Scotfland) Act 2014 come into effect in the
near future. This has been done by means of the Procurement (Scotland) Regulations
2016 and the Public Contracts (Scotland) Regulations 2015.

6.2. Key Points that apply to the College from 18 April 2016:

6.2.1. Procurement legislation now applies to public contracts exceeding £50,000 for
supplies and services and £2,000,000 for works in aggregate over a period four
years. (This means that the processes set out in EU directives apply fo such public
contracts.)

6.2.2. A new Sustainable Procurement Duty applies to all regulated procurement, the
College is required to consider how procurement can be conducted and to act
with a view fo securing improvements in a way which will:

e Secureimprovementstothe economic, socialand environmentalwellbeing of
the College’s area, the wellbeing of the areaincludes, in particular, reducing
inequality in the areaq;

e Facilitatetheinvolvement of SMEs, third sectorbodies and supported businesses;

e Tenders/Contracts should be split into lofs, if not, the College must state why
not. This encourages SME participation;

e Promote innovation.

(The College’s area is the area by reference to which the College primarily
exercises its functions and disregards any area outside Scotland.)
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A Procurement Strategy is required to be in place by December 2016 covering a
minimum two years ahead and made publicly available on the internet. It must be
in compliance with the Reform Act’s Sustainable Procurement Duty and General
Duty.

Annual procurement reports must be published as a minimum on the internet and
must include:

e areflection back over the year;

e asummary of the regulated procurements;

e areview of how these complied with the procurement strategy and, if not,
how it will ensure compliance;

e asummary of community benefit requirements fulfilled during the year;

e asummary of stepstakento facilitate the involvement of supported businesses
in regulated procurement;

e a forward look, including the regulated procurements the College expects
to commence over the next two financial years.

A new Community Benefits Requirements must be part of contracts equal to or
over £4,000,000, these must include the following:

e asummary of the community benefit requirements that will be included in
the contract;

¢ wherethe College doesnotintendtoinclude suchrequirements, astatement
of its reasons for not doing so. Where community benefits are included, the
College must include a statement in the award notice of the benefits it
considers will be derived from those requirements.

The legislation permits the College to conduct preliminary market consultations
as long as the activity ensures equal freatment of suppliers and does not distort
competition.

The College must maintain a Contracts Register. This must be publicly available on
the Internet.

Noticesrelating to procurement must be published onthe Public Contracts Scotland
Internet portal.

Conftract award notices will include more information than previously and are
required to be published within 30 days of confract award.

Debriefing to suppliers/bidders is extended to all tenders over £50,000 (but not the
standstill period which remains for EU procurementsnotedin 5 above). Unsuccessful
suppliers must be given specific information that will enable them to improve their
future tenders. In addition, the supplier can request further information over and
above that provided in the debrief and this must be supplied within 30 days.

The supplier can seek remedies via the Sheriff Court or Court of Session for loss or
damages if the College has failed in its obligations.

At the time of writing, the College’s procurement arrangements are being reviewed and
actions will be taken to ensure compliance with legislation. The apparent complexity of
the legislation and regulation is such that standard procedures are being developed by
Advanced Procurement Universities and Colleges for adoption by Scofttish universities
and colleges.
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7. Recommendation
7.1. Itisrecommended that the Committee note the information provided in this report.

Rob Wallen Roddy Scott
Principal Vice Principal Finance
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Reclassification

1.

Introduction

1.1.

The purpose of this paper is to provide information to the Committee on matters related
to the reclassification of colleges as central government bodies. Reclassification took
effect on 01 April 2014.

2. Depreciation Funds

3.

2.1.

2.2.

2.3.

2.4.

2.5.

2.6.

2.7.

One consequence of reclassification is that the Scottish Funding Council (SFC) has
designated part of colleges’ allocations of grant cash as being ring-fenced funding
for ‘depreciation’. This is illogical because ‘depreciation’ is a not a ‘cash’ cost, it is an
accounting provision.

‘Depreciation funds'’ is not ‘new money’, it is permission to spend funds already allocated
to colleges, which require to be spent by 31 March 2016. The estimated amount of
depreciation funds for North East Scotland College for the year is £1,095,000. (The
corresponding amount for the year to 31 March 2015 was £1,027,000, which was used
entirely to reduce the College’s deficit in the Local Government Pension Scheme.)

The SFC has prioritised three areas for colleges’ use of these funds:

* meeting shortfalls in student support/funding;
* paying in-year loan repayments and historical provisions; and
* meeting the cost of the 1% pay award proposed under National Pay Bargaining.

The SFC hassaid that colleges may then use these fundsto address other financial pressures
impacting upon them.

The SFC has said that while it may be necessary to considerinter-region fransfers, however
such action will be an option of last resort.

The College has, as required by the SFC, provided information to officials on the cash
costs of the 3 identified priority areas. However, the priorities for the College differ from
those set by the SFC. The College’s ranked priorities are:

* meeting the cost of the 1% pay award proposed under National Pay Bargaining
(£242,000);

* meeting additional employment costs such as increased superannuation payments
for teachers (£170,000);

* meeting an emerging shortfall in student support/funding (£233,000);

* making a confribution to the College’s deficit in the Local Government Pension
Scheme (£440,000).

At the time of writing thisreport the College awaits aresponse from the SFC on the request
to use ‘depreciation funds’ on the basis set out in 2.6 above.

Scottish Funding Council Returns

3.1.

3.2

3.3.

The SFC requires colleges to submit a number of financial returns (approximately 20 more
than were required prior to reclassification).

Monthly cash projections are submitted and grantin aid, capital grant and student support
funds are paid over to colleges on the basis of these projections. Financial forecasts are
submitted quarterly, although the frequency of these increased to monthly in the last
quarter of the fiscal year (these are known as ‘resource returns’).

Thereporting formatsusedinthesereturnshave changed considerably over fime, although
only minor changes have been made to these formats in recent months.
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4. Assurance and Audit Requirements

5.

4.1.

4.2.

4.3.

4.4.

In the fiscal year to 31 March 2015, the SFC placed a duty on college principals to
provide a ‘Certificate of Assurance’ to the Chief Executive of the SFC, who is also the
SFC’'s ‘accountable officer’. The required ‘assurances’ related to: compliance with
the requirements of the Scofttish Public Finance Manual; the operation of satisfactory
intfernal controls, financial systems and procedures; risk management arrangements; and
management practices.

At the time of writing, the SFC has not yet made clear whether such certification will be
required of college principals for the year to 31 March 2016.

Inthe fiscal yearto 31 March 2015, senior finance staffin colleges were required to provide
the SFC with a ‘Resource Return Review Certificate’ confirming that the resource returns
submitted in mid-April 2015 in respect of the year to 31 March 2015 stood unchanged at
11 September 2015 (or provide details of any material adjustments).

As with the ‘Certificate of Assurance’ noted above, SFC has not yet made clear whether
such certification will be required this fiscal year nor has there been any announcement
of whether or not there might be a requirement to have resource returns certified by an
external auditor.

Disclosure of Expenditure

5.1.

5.2.

5.3.

5.4.

5.5.

Since 1999, the SFC hasrequired colleges to enterinto a Financial Memorandum betweenit
andboards to make clear financialmanagement and governance obligations onboards.
Compliance with the Memorandum is a condition of grant. The scope and prescriptive
nature of the Financial Memorandum extended greatly uponreclassificationin April 2014.

The current Financial Memorandum obliges colleges to publish information on certain
expenditure, stating that this is required by the Public Services Reform Act (Scotland)
2010. The obligation relates to expenditure incurred on: public relations; overseas travel;
hospitality and entertainment; and external consultancy, as well as details of payments
with a value in excess of £25,000.

North East Scofland College staff had already gathered the necessary data and had
made arrangements for its publication on the College website.

Inlate February 2016, the SFC announced thatithad checked with the Scottish Government
who confirmed that colleges are not listed in the Act and therefore do not needto provide
this information.

It is understood that the SFC will issue a revised Financial Memorandum, which will state
the correct position.

Recommendation

6.1.

It is recommended that the Board note the information provided in this paper.

Rob Wallen Roddy Scott
Principal Vice Principal Finance
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Leased Properties

1.

Introduction
1.1. The purpose of this paper is to provide information to the Committee on the lease of
properties at Fraserburgh and Peterhead.

Sports Field, Fraserburgh Campus

2.1. Thesports field adjacent to the main car park at the front of the Fraserburgh Campus is let
to Fraserburgh United Football Club on a lease term of 10 years ending on 24 April 2016.
The rental charge is £1 per annum, although this has been waived from the inception of
the lease.

2.2. A new lease has been drafted to extend the lease term by a further 10 years (with a
5-year break). The lease is expected to be signed by the end of March 2016.

Scottish Maritime Academy (SMA), Peterhead

3.1. The café area within the premises is leased to Symposium Coffee House Limited. The
facility is used to provide food service to the public as well as to students attending the
Academy.

3.2. The lease expires on 13 November 2020, at an annual rental charge of £6,500.

Sports Training Facility, Gordon Centre

4.1. The facilities are leased to Sports Aberdeen, the former tenant was the Aberdeen
Gymnastics Trust.

4.2. The lease expires on 31 July 2017, at an annual rental charge of £20,000.

Recommendation
5.1. Itisrecommended that the Committee note the contents of this report.

Rob Wallen Roddy Scott
Principal Vice Principal Finance




