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There willbe a meeting of the Finance and General Purposes Committee on Tuesday 17 November
2015, 0900-1000 hours in Room G10, Aberdeen City Campus.

MEMBERS OF THE BOARD OF MANAGEMENT
Ms. S Brimmer

Mr. 1 Gossip (Chair)

Prof. J Harper

Mr. J Henderson

Ms. S Masson

Mr. K Milroy

Mr. A Smith

Mr. R Wallen

Ms. K Wetherall

IN ATTENDANCE

Mr. R Scoft, Vice Principal Finance

Ms. P May, Secretary to the Board of Management
Ms. P Kesson, Minute Secretary







Agenda

NORTH EAST
SCUTLAND Meeting of 17 November 2015
COLLEGE FINANCE AND GENERAL PURPOSES COMMITTEE
AGENDA

Meeting of 17 November 2015

1. Apologies for Absence

2. Minute of Previous Meeting
2.1. Meeting of 15 September 2015 (paper enclosed)

3. Matters arising from Minute of Previous Meeting
3.1. To be raised at meeting

4. Report by the Principal (paper enclosed)

5. Matters for Discussion
5.1. Payment of Taxes (paper enclosed)
5.2. Insurances (paper enclosed)
5.3. Procurement (paper enclosed)

6. Summation of Business and Date and Time of Next Meeting
Reserved Items of Business
7. Matters for Discussion

7.1. Financial Monitoring

7.2. Macduff Learning Centre

8. Summation of Reserved ltems of Business
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Draft Minute of Meeting of 15 September 2015

The meeting commenced at 0915 hours.

PRESENT: | Gossip (Chair), J Henderson, S Masson K Milroy, R Wallen, K Wetherall
IN ATTENDANCE: R Scoft, P May, P Kesson
OBSERVER: S Matthew

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

2. Minute of previous Meeting
The Minute of Meeting held on 21July 2015 was approved.

3. Matters arising from previous Meeting
3.1 Student Enrolment
Mr Wallen informed the Committee that, as of 14 September, 99.43% of target for 2015-
16 had been achieved, and added that three further groups would be enrolled the
following week.

4. Report by the Principal

The Committee noted a report providing information on: Prevent Duty; Internal Audit; Over-clad
and re-roof at Aberdeen City Campus; Engineering Technologies, Fraserburgh Campus; Ellon
Learning Cenftre; Spending Review; and Financial System:s.

Mr Scoftt, as the College’s ‘lead’ on Prevent Duty, provided further information on the work of a
regional Prevent Group and stated that the College has been advised by Police Scotland that it
is well ahead of others in the public sector in meeting its responsibilities. It was noted that a paper
on the College’s Prevent Duty would be considered at the Board Meeting scheduled for October.

Mr Wallen provided further information on the Fraserburgh Masterplan; Ellon Learning Centre; the
Spending Review; and Team Spirit.

Members noted tabled copies of the recently published EMSI report “Demonstrating the Value of
Scotland’s Colleges”.

5. Matter for Decision
5.1 Fees for Employer Sponsored Students
It was agreed to defer this item until later in the meeting.

6. Matters for Discussion
6.1 Data Cleansing of the HR and Payroll System
The Committee considered apaper providing progress on the data cleansing of employee
information held in the College’s HR and Payroll System (TeamSpirit).

It was noted that this paper will also be considered by the Human Resources Committee
and Audit Committee at meetings later in the day.

The Committee noted the information provided in the paper.
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6.2 Student Activity - AY2014-15

6.3

6.4

6.5

The Committee considered a paper providing information on the outturn level of student
activity for academic year 2014-15.

Members noted that a greater amount of Extended Learning Support (ELS) had been
claimed than in previous years. Mr Wallen explained the reasons for the increase and
confirmed that the ELS claim, as part of the College wSUMs audit, had been verified and
accepted by the auditors and by the Scottish Funding Council.

MrWallen highlighted that the claiming of ELS had changed following the implementation
of the new funding model and that guidance on this was being sought from the SFC.

In noting the paper the Committee recorded its thanks to the staff who had undertaken
additional work to ensure that the College achieved its activity target for AY2014-15.

Procurement
The Committee considered apaper providinginformation onrecent procurement activities.

Information was provided on the award of a contract for Clinical and Washroom Waste
and on current and forthcoming procurements.

The Committee noted the information provided in the paper.

Reclassification
The Committee considered a paper providing information on matters related to the
reclassification of colleges as central government bodies with effect from 01 April 2014.

Mr Scott provided information on a Scottish Government and SFC workshop which he
had attendedrecently. Members were advised that attendees had highlighted anumber
of issues that require to be addressed but that Government officials had indicated that
they were unlikely to be considered until April 2016.

The Committee noted the information provided in the paper.

Mr Milroy joined the meeting during discussion of the above item.

Climate Change Legislation

The Committee considered matters relating to the College’s position regarding Climate

Change Legislation.

Members noted the information provided in the paper together with the letter and
appendices from the Chair of the Public Sector Climate Leaders Forum.

Agenda ltem 5.1 was taken at this time

5.1

Fees for Employer Sponsored Students
The Committee considered theissue of setting fee rates foremployed students who attend
College where the fee is paid not by the individual but by her/his employer.

After some discussion the Committee noted the information in the paper; agreed to
maintain the existing arrangements for fees foremployer sponsored studentsin 2015-2016;
and agreed to reconsider the matter in January 2016.
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7. Summation of Business

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 17 November 2015 at
0900 hours.

Reserved Iltem of Business

8. Matter for Decision
8.1 Leased Properties

9. Matters for Discussion
9.1 Financial Monitoring

9.2 Macduff Learning Centre

10. Summation of Reserved Iltems of Business
The Secretary gave a summation of the reserved items of business.

The meeting closed at 0955 hours.







NORTH EAST

Agenda ltem 4

SCOTLAND Meeting of 17 November 2015

FINANCE AND GENERAL PURPOSES COMMITTEE

Report by the Principal

1.

Introduction

1.1.

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

Internal Audit

2.1.

2.2.

The Audit Committee, at its meeting on 17 November 2015, will consider its annual
report to the Board of Management. This report is in a format that meets the relevant
mandatory requirements of the Financial Memorandum between the Board and the
Scottish Funding Council.

The report includes the Internal Audit Report for 2014-15 prepared by Wylie and Bisset,
which was considered by the Committee as part of the business of the meeting on 15
September 2015, and the report presented by Audit Scotland on the external audit of
the College for the 8 months to 31 March 2014, which was presented to the Board in
September 2014.

Audit Certification of Year-end Returns

3.1.

3.2

3.3.

Colleges are required to submit to central authorities a number of academic year end
returns to provide data on measured student activity and to account for a range of
student support funds. An independent auditor must certify these returns. The returns for
the College for the academic year to 31 July 2105 have been submitted in accordance
with set deadlines.

The auditorhas certified that these have been completedin accordance with therelevant
guidance and the figures submitted by the College do not require to be adjusted.

Centralauthorities derive assurance from these cerfificatedreturns that the various funding
grants allocated to the College have been used for their intfended purposes.

Engineering Technologies, Fraserburgh Campus

4.1.

The project to refurbish and extend facilities at the Fraserburgh Campus is now in the
construction phase. The project team, construction contractor and College staff have
established effective working relationships at this early stage and good progress is being
made. It is expected that the project will be completed on time and within the budget
set by the Board of Management.

Minor Works

5.1

A programme of minor works was undertaken during the vacation week in October
2015, the most significant project being the installation of replacement spray booths for
motor vehicle fraining at the Aberdeen Altens Campus. Works were also undertaken at
the Aberdeen City, Fraserburgh and Peterhead Campuses.

Recommendation

6.1.

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

Rob Wallen
Principal
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Payment of Taxes

1.

Introduction

1.1.

The purpose of this report is to provide information to the Committee on the payment of
taxes and national insurance to Her Majesty’s Revenue and Customs (HMRC).

2. Background

3.

4.

2.1.

HMRC is responsible for the collection of a range of taxes. The Board of Management of
North East Scotland College and the Board of Directors of Aberdeen Skills and Enterprise
Training Ltd (ASET), the Board’s wholly owned subsidiary company, are responsible for
ensuring that all taxes — such as Corporation Tax, PAYE, National Insurance and VAT — are
paid at the correct fime and in the correct amounts.

PAYE and National Insurance

3.1.

All year-end PAYE and National Insurance Confributions (NIC) returns for the year to 5
April 2015 (tax year 2014-15) for North East Scotland College and ASET were submitted
to HMRC by the due dates. The information is submitted electronically. HMRC systems
have been developed in recent years and past difficulties, such as the loss of data by
HMRC, are not expected to recur. The total amount of deductions paid over to HMRC
for the tax year 2014-15 was £5,334,016. Deductions are paid over o HMRC monthly in
accordance with statutory deadlines. Payroll systems for the production and calculation
of employee payments and deductions are subject to annual audit review. The internal
auditor did not report any concerns regarding the College’s processing arrangements
for the calculation, deduction and remittance of PAYE and NIC.

Value Added Tax (VAT)

4.1.

4.2.

4.3.

4.4,

4.5.

4.6.

European Union tax legislation defines the provision of education and vocational training
by bodies such as North East Scotland College as an activity ‘exempt’ from VAT Put
simply, colleges must not charge VAT on ‘core’ activities nor can they recover VAT on
these activities. The activities of ASET are not defined as ‘exempt’ and are subject o VAT.

In 1994, the former HM Customs and Excise (now HMRC) established a ‘partial exemption
agreement’ with Aberdeen College. The agreement set out the ‘method’ by which the
College couldrecover some of the value added tax charged on its supplies — also known
as ‘input VAT'.

Aberdeen College and ASET were established as a ‘group’ for VAT purposes. The VAT
group arrangement allows the College and ASET to fransact business with each other
without the need to charge VAT.

The arrangements established for Aberdeen College continued following merger on
01 November 2013 and apply to North East Scotland College as they did to Aberdeen
College. (This has been confirmed in writing by HMRC).

VAT is charged on non-fundable services that are obviously commercial, such as those
sold by ASET, and on other services that are deemed to be ‘business’ such as sales in
the College training restaurants or hair and beauty salons. VAT charged on goods and
services purchased by the College in providing these services can be reclaimed.

This arrangement allows the College to recover a proportion of the VAT that it pays on
goods and services supplied to it.
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4.7. Between 2000 and 2008, the former HM Customs and Excise acted to recover additional

5.

6.

4.8.

4.9.

amounts of VAT from Aberdeen College by working within the ‘method’ agreed in 1994
to reduce the amount of VAT recovered. The rate of recovery has varied in recent years
in the range of 21% to 26%. It is understood that HM Revenue and Customs consider 5%
to be the ‘normal’ rate of recovery.

VAT returns are submitted quarterly. As a result of the change in financial reporting date
from 31 July to 31 March, as a consequence of ‘reclassification’, the timing of these
returns changed to match calendar quarters. However, the reinstatement of the financial
reporting date as 31 July led the College to revert to submitting VAT returns af the end of
February, May, August and November. As with PAYE and National Insurance returns, VAT
returns are submitted electronically. At the end of the academic year (31 July), the annual
outturn position is calculated and the resultant year-end adjustment to VAT payments is
processed by HMRC by the end of October.

Inthelast academic year (2014-15) the College and ASET collected output VAT of £837,000
(primarily on the sales made by ASET), which was offset by the recovery of £721,000 input
VAT (arecovery rate of 26%). The College was unable to recover input tax of £2,092,000;
this is a cost fo be met from the College budget.

Corporation Tax

5.1.

The Board of Management of North East Scotland College is recognised as a charity for
tax purposes. The activities of ASET are subject to Corporation Tax. The Memorandum
of Understanding between the College and ASET requires ASET fo pass its profits fo the
College by the tax efficient means of Gift Aid. This approach reduces the amount of
Corporation Tax payable by ASET to zero. The Company’s external auditor undertakes
ASET’s corporation tax computations.

Recommendation

6.1.

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

Rob Wallen Roddy Scott
Principal Vice Principal - Finance
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Insurances

1. Introduction

1.1.

The purpose of this report is to provide information to the Committee on the insurance
arrangements established by North East Scotland College for the year to 31 July 2016.

2. Background

3.

2.1.

2.2.

2.3.

2.4.

2.5.

3.1.

3.2

The Board's Financial Regulations provide for the establishment of appropriate insurance
arrangements for all aspects of the College’s activities.

The Scottish Government decided in 2014 to allow colleges to continue to put insurance
coversin place until 2017 to allow time for evidence to be gathered on whetherinsurance
arrangements should or should not continue as they are at present.

The College is a member of Universities Mutual Assurance Limited (UMAL). Aberdeen
College joined UMAL in 2009 and Banff & Buchan College joined in 2013.

UMAL is a ‘mutual’ organisation that was founded some years ago by a number of
universities from across the United Kingdom. In 2008, UMAL decided to extend its activities
to encourage membership applications from further education institutions across the UK.

As a member of UMAL, the College pays what is known as a ‘member contribution’ for
coversrelating to non-statutory insurances. Statutory insurances such as motor vehicle and
engineering inspection must be placed with recognised insurers and these are arranged
by UMAL.

Covers

The College’s insurance covers are subject to annual review, which is undertaken as part
of the insurance renewal process.

In summary, covers for 2015-16 are:

Cover Cover

Employers’ liability £25,000,000

Public and product liability £20,000,000

Property All risks (building and contents declared value
£180,897,600)

Professional indemnity £5,000,000

Business interruption
Governors’, Directors’ and Officers
Kidnap and ransom (ASET only)

Travel and personal accident

Hirers' liability
Engineering inspection
Motor vehicle

Overall limit of loss

£30,000,000 (limit of loss)
Claims basis
£100,000

£10,000,000 (medical)
£5,000,000 (personal liability)
other ‘standard’ travel covers

£2,000,000
All declared equipment
Comprehensive (all declared vehicles)

£400,000,000
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4. Services and Costs
4.1. The total cost to the College of insurance covers and services in 2015-16 is £123,366
(2014-15 - £121,260), which is inclusive of access to services such as: claims handling;
risk management and advisory; loss adjuster; specialist contractors to support recovery;
and general insurance advisory. The cost of these additional services is included in the
‘member confribution’ to UMAL. They are estimated to be £25,000.

4.2. The costs of motor vehicle and engineering inspection insurances are £28,576 (2014-15 -
£29,700). These costs sit within the total costs noted in 4.1 above.

5. Recommendation
5.1. Itisrecommended that the Committee note the information provided in this paper.

Rob Wallen Roddy Scott
Principal Vice Principal - Finance
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Procurement

1. Introduction

1.1. The purpose of thisreportisto provide information to the Committee onrecent procurement
activities.

2. Background

2.1. Atitsmeetingon 10 February 2014, the Board of Management considered mattersrelating
to procurement and in particular the role of the (former) Contracts Committee.

2.2. The Board decided that the Contracts Committee be dissolved and that, as part of the
Board's arrangements for effective governance and oversight, the results of procurement
processes forthe award of contracts over £50,000in value shallbe reported to the Finance
and General Purposes Committee.

3. Contiracts Awarded

3.1. Two contracts have been awarded since the last meeting of the Finance and General
Purposes Committee. This is set out in the table below:

Offsite reprographics service  XIC £78,801
(Duration — 5 years)
Fraserburgh engineering Robertson Construction £5,626,161
fechnologies centre Northern

4. Current and Forthcoming Procurements

4.1. At the time of writing, procurements are being undertaken for the design, build and
commissioning of an extension to the AbCol Plant af the Aberdeen Altens Campus.

5. Recommendation

5.1.

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

Rob Wallen Roddy Scott
Principal Vice Principal - Finance




