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Meeting of 19 May 2015

1.

2,

8.

Apologies for Absence

Minute of Previous Meeting
2.1. Meeting of 17 March 2015 (paper enclosed)

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

Report by the Principal (paper enclosed)

Matters for Discussion

5.1. Student Activity, AY2014-15 (paper enclosed)
5.2. Procurement (paper enclosed)

5.3. Reclassification (paper enclosed)

5.4. Financial Systems (paper enclosed)

Matter for Decision
6.1. College Banking Arrangements (paper enclosed)

Matter for Information

7.1 Appointment of Vice Chair of Finance and General Purposes Committee (oral update)

Summation of Business and Date and Time of Next Meeting

Reserved Iltems of Business

9.

Matter for Discussion
9.1. Financial Monitoring

10. Matter for Decision

10.1. Macduff Learning Cenfre

11. Summation of Reserved Items of Business
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Draft Minute of Meeting of 17 March 2015

The meeting commenced at 0900 hours.

PRESENT: S Brimmer, | Gossip (Chair), J Harper, J Henderson, D Michie, K Milroy, D Rennie, A Smith,
R Wallen
IN ATTENDANCE: R Scoftt, P May, P Kesson

As this was Ms Michie’s last Committee Meeting Mr Gossip paid fribute to her input at both the
Finance and General Purposes Committee and the Board and wished her well in her new post.

1. Apologies for Absence
There were no apologies.

2. Minute of previous Meeting
The Minute of Meeting held on 20 January 2015 was approved.

3. Matters arising from previous Meeting
There were no matters arising.

4. Report by the Principal

The Committee noted a report by the Principal providing information on external audit; internal
audit; capital works; environmental management system; site of the former Balgownie Centre;
and banking.

MrScoftinformedthe Committee that five internal audit assignments hadrecently been undertaken
and feedback had been positive.

5. Matters for Discussion
5.1 Student Activity, AY2014-15
The Commiftee considered areport providing information on the current status of student
activity for AY2014-15.

MrWallen highlighted that the Schools and ASET are forecast to meet their activity fargets,
and that Extended Learning Support (ELS) is expected to exceed target. Members were
advised that Mr Sherrington, Depute Principal, has indicated that he is confident that
Business and Community Development will come close to ifs target and advised that
opportunities for further activity in this area confinue to be sought. However Mr Wallen
cautioned that thisremains an area of risk and the situation is being constantly monitored.

Mr Gossip commented that the shortfall in Business and Community Development is a
concern and asked who will take responsibility for this area when MrSherringtonleaves the
Collegein April 2015. Mr Wallen informed him that Mr Cowie, Vice Principal Organisational
Services, willtake overresponsibility and advised of continuity and handover arrangements.
Mr Wallen assured Members that actions are being taken to ensure there is knowledge
fransfer before Mr Sherrington and Mrs Walker leave their posts.

The report was noted.
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Reclassification
The Committee considered a paper providing information on matters related fo the
reclassification of colleges as cenfral government bodies with effect from 01 April 2014.

Information was provided on Scottish Funding Council (SFC) returns; use of ‘Depreciation
Funds’; and external audit.

MrScottprovided additionalinformation on anupcoming SFCreturn. He informed Members
that he believed some colleges had been contacted by the SFC regarding their use of
depreciation funds and noted that to date NESCol had not been contacted.

Mr Scottinformed Members that there is no clarity on what the external audit requirement
will be at 31 March 2015. Mr Scott noted some proposals he was aware of, including that
no audit would be undertaken and that he in his position of Vice Principal Finance he
may be requested to sign a “statement of assurance”.

Adiscussionwasheld onthe possible use of depreciation funds. The Committee delegated
authority fo the Regional Chairand Chair of the Finance and General Purposes Committee
fo act on Mr Scoft’s advice on the use of depreciation funds when further guidance and
instruction is received from the SFC.

Procurement
The Committee noted a report providing information on recent procurement activities.

Information was provided on current and forthcoming procurements. It was noted that
no confracts over £50,000 have been awarded since the last meeting of the Finance
and General Purposes Committee.

Leased Properties
The Committee considered a paper providing information on College accommodation
rented fo/from third parties.

Mr Scoftt informed the Committee that he had recently received heads of terms of for
the lease of the College’s new Learning Centre at Ellon.

Mr Scott also informed the Committee that Aberdeenshire Council plan to open a new
Inverurie Academy Community Campus in Summer 2019, and added that the College
has requested to be involved in discussions for the initial design of the project to explore
any opportunities similar to the Ellon Learning Centre development.

Following discussion relating to the use of some Learning Cenfres, Mr Wallen advised
that viability continues to be considered in terms of costs, demand levels and regional
presence.

6. Matters for Decision

6.1

NES FE Foundation
The Committee considered matters relafing to the NES FE Foundation.

Members noted the contents of the report and approved the transfer of funds to the NES
Foundation at a level that will allow the Board of Management to meet the SFC-defined
financial targets for the fiscal year to 31 March 2015.
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6.2 Lletting Charges, AY2015-16
The Committee considered the level of charges for ad hoc let of College premises to
third parties.

After some discussion the Committee agreed that the charges for the ad hoc let of
College premises in AY2015-16 be set at an hourly rate of £32 for classrooms and £42.50
for specialist rooms.

It was noted that, at his discretion, the Principal can agree to lower rental charges for
community groups, providing it does not result in the College losing the opportunity to
let the premises at the full rate.

7. Summation of Business and date 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 19 May 2015 at 0900 hours.
Reserved Items of Business
8. Matters for Discussion

8.1 Financial Monitoring

8.2 Animal Care Provision

9. Matter for Decision
9.1 North East Scotland Pension Fund

The meeting concluded at 1005 hours.
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Report by the Principal

1.

Intfroduction

1.1.

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

Funding 2015-16

2.1.

2.2.

2.3.

2.4.

2.5.

The Scottish Funding Council (SFC) has announced final funding allocations linked to
college outcome agreements for the academic year ending 31 July 2016 (AY2015-16).
The funding allocated to North East Scofland College is the same as the indicative funding
allocations announced in January 2015 and represents a reduction of 1% in funding for
the equivalent level of activity in 2014-15.

SFC grant forteachingis £29,376,767 in return for the delivery of an activity level of 136,514
credifs.

European Social Fund (ESF) grant is £703,146 in return for 3,035 credits. This is activity
addifional to that funded by the SFC. It cannot be claimed unfil the SFC funded target
of 136,514 has been achieved.

Student support funds are £7,666,970 for SFC funded activity and £301,349 for ESF funded
activity.

Otherfunds allocated comprise: Mergersupport funds of £600,000; capitaland maintenance
funds of £1,585,523; and £7,000 to support work to develop ‘colleges action learning’.

Financial Reporting Date

3.1.

The Scottish Parliament has issued the ‘Colleges of Further Education (Financial Year)
(Scotland) Order 2015' which means that all incorporated colleges have a 01 August to
31 July financial year. The Order takes effect from 31 July 2015. This formalises the decision
announced during 2014.

Internal Audit

4.1.

4.2.

On 18 May 2015, Wylie and Bisset, the internal audit service provider, will undertake the
third visit to the College to carry out the final stage of the Board's programme of internall
audit reviews. Reports on these reviews will be presented to the Audit Committee at its
meeting in July 2015.

Reports on the internal audit reviews undertaken in earlier visits will be reported to the
Audit Committee at its meetfing on 19 May 2015.

Capital Works

5.1.

Engineering Technologies, Fraserburgh Campus — the design feam and quality surveyor
has issued tender packages for construction works. These are due to be returned at the
beginning of June 2015. Some enabling works have been undertaken under a separate
confract to prepare areas of the site for future development.

Environmental

6.1.

The College has been successful in retaining the ISO 14001 standard for environmental
management systems following a reaccreditation assessment carried out by external
assessors during March 2015. The assessment covered the environmental management
system in operation across all College sites.
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7. Site of the Former Balgownie Centre

8.

7.1. Atitsmeetingin February 2015, the Board of Management considered information provided
by professional advisers on the progress in concluding a bargain with the preferred bidder
for the sale of site.

7.2. Following that meeting, Burness Paull, the Board’s solicitor, infimated the decision of the
Board to the preferred bidder and its legal advisor. At the fime of writing, a substantive
response is awaited.

7.3. Itis infended that professional advisors will attend the next meeting of the Board of
Management to provide information on the position that has been reached.

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

Rob Wallen
Principal
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Student Activity AY2014-15

1.

Intfroduction

1.1

The purpose of this report is to provide the Committee with information on the current
status of student activity for the academic year 2014-15.

Background

2.1

2.2

23

For the purposes of securing funding from the Scottish Funding Council (SFC) College
activity is measured in weighted student units of measurement (wSUMS) which provide a
method 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.

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

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 AY 2014-15

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 wWSUMS 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;
student retention rates; and the exact weightings applied by the SFC at the end of the
year. As such the data below are indicative.

The Regional Outcome Agreement established with the SFC for 2014-15 originally set the
College’s target for student activity at 179,057 wSUMS. Subsequently SFC representatives
indicated thatthe College would be expectedto carry forward from 2013-14 an additional
833 wSUMS —the shortfallin delivered activity from 2013-14. This now means that the overall
SFC activity target for 2014-15 totals 179,890 wSUMS.

The total figures for wSUMS for each of the key College areas are detailed in Table 1 of this
report (Appendix 1). The total of student activity for the College is currently 168,913 wSUMs.

It is anticipated that a further 10,983 projected wSUMS will materialise by the end of the
AY 2014-15. This includes 8,082 wSUMS for Business and Community Development (BCD).
Within Table 1 the projected outturn for BCD provided by the Deputy Principal is 20,000.
However, he advised that this figure could not be guaranteed and it was possible that the
final BCD total could be somewhat below this figure. This said, it is possible that Extended
Learning Support (ELS) might generate more wSUMS than currently indicated.

As per Table 1 the total projected outturn for all key areas of activity is 179,896 wSUMS,
some 6 wSUMS over the SFC target.

Recommendation

4.1

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

Rob Wallen Neil Cowie
Principal Vice Principal — Organisational Services
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Table 1 - wSUMs Activity 2014-15 (01 May, 2015)

Internal Target Actual wSUMS to Projected wSUMS | Projected Outturn
date

Creative Industries, Computing and Business Enterprise 45,980 46,192 0 46,192
Engineering, Science and Technology 50,835 52155 0 52,155
Service Industries 48,711 46,996 1,715 48,711
Business and Community Development 22 285 11,918 8,082 20,000
ASET 338 338 0 338
Extended Learning Support 12,000 11,314 1,186 12,500
Total 180,149 168,913 10,983 179,896
SFC Target 179,890
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Procurement
1. Introduction
1.1. Thepurpose of thisreportisto provide information to the Committee onrecent procurement
activities.
2. Background

2.1. Afitsmeetingon 10 February 2014, the Board of Management considered mattersrelating
fo procurement and in particular the role of the (former) Confracts 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 for the award of contracts over £50,000in value shallbe reported to the Finance
and General Purposes Committee.

Contracts Awarded
3.1. Two confracts have been awarded since the last meetfing of the Finance and General
Purposes Committee. These are set out in the table below:

1) Waste and recycling services Taylors Industrial 272,659

2) Information technology advisory HHES Ltd 80,000

Current and Forthcoming Procurements

4.1. Thecurrent confractsforthe provision of occupationalhealth services and nursery services
end on 31 July 2015. The procurement of both services for a further period of 3 years, with
optional extensions of up to 2 years, is in hand.

4.2. The provision and maintenance support of multi-function copiers and printers at all College
sites is under procurement.

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

Rob Wallen Roddy Scott
Principal Vice Principal Finance
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Reclassification

1.

Intfroduction

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 with effect from 01 April
2014.

Scottish Funding Council Returns

2.1.

2.2.

23.

The Scottish Funding Council (SFC) required colleges to submit income and expenditure
returns at the end of the fiscal year on 31 March 2015. (These are known as ‘resource
returns’.) The returns for North East Scotland College were submitted on 14 April 2015,
within the deadline set by the SFC.

At the fime of writing, the College has submitted monthly cash flow forecast returns for
April 2015 and is preparing the refurns for May 2015.

In late March 2015, officials of the SFC issued guidance notes for the completion of end-
of-year returns for the year to 31 March 2015. This guidance was helpful in determining
the accounting treatments to be adopted in reporting outturn positions in terms of cash
holdings, working capitalbalances at 31 March and payments to arms-length foundations.

Use of ‘Depreciation Funds’

3.1.

3.2.

The SFC approved the College’s proposed use of grant-in-aid funds that had been
deemed by the SFC to be ring-fenced to fund net depreciation charges (depreciation
funds). (For clarity, thisis not ‘new money’, itis permission to spend funds already allocated
fo colleges, which required to be spent by 31 March 2015.) The estimated amount of
depreciation funds for the College was £854,000. However, once the SFC's guidance on
completing resource returns had been applied, the outturn amount was £1,027,900.

The College had decided to use depreciation funds to pay part of the College’s deficit
in the Local Government Pension Scheme. The payment of £1,027,900 has generated
estimated cash savings in pension costs of £1,105,100 over the 3 years to 31 March 2018.

Assurance and Audit Requirements

4.1.

4.2.

4.3.

The SFC has 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’, and has
issued guidance to college principals on the process to be followed. The Certificate for
North East Scotland College was signed by the Principal and submitted on 15 April 2015,
within the deadline set by the SFC.

At the fime of writing, the SFC has not yet made clear to colleges its audit requirements in
relation to theresource returns for the fiscal yearto 31 March 2015 and annually thereafter.

It is understood that officials infend to announce that college ‘Finance Directors’, will be
required to provide a ‘Resource Return Review Certificate’ to a senior official of the SFC,
which confirms that the returns submitted in April 2015 stand unchanged or gives details
of any material adjustment that might be required. It is understood that the deadline date
for submitting the Certificate will be 11 September 2015. At the fime of writing no formal
announcement has been made.

Recommendation

5.1.

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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Financial Systems

1.

Intfroduction

1.1.

The purpose of thisreportis to provide information to the Committee on the implementation
of unified financial systems for North East Scotland College.

2. Background

3.

2.1.

2.2.

2.3.

2.4.

2.5.

2.6.

2.7.

2.8.

In the months following merger on 01 November 2013, the Board and its Committees
received information on the progression of projects to create unified systems to meet
the needs of the College.

Inrelation to financial systems, information was provided to meetings of the Board, Finance
and General Purposes Committee and Audit Committee on the work undertaken to plan
and deliver successfully projects in relation to: financial and management accounting
and reporting; purchasing, payments and procurement; and payroll.

Workshops were held for senior staff and budget holders and were successful in making
clear staff roles and responsibilities in relation to new systems. Subsequent workshops
developed further processes and procedures.

A unified financial system was infroduced on 01 April 2014, and was migrated successfully
to the latest software version on 01 June 2014. The financial system used by Aberdeen
Skills and Enterprise Training Ltd (ASET) was also migrated successfully to the same system
in June 2014,

Anautomated procurementsystem (PECOS), whichhad operated previously in Aberdeen
College, wasintfroduced across all College campuses af the time of merger. It was adopted
by ASET during 2014. PECOS continues to operate well and has integrated successfully
with other accounting system:s.

A unified payroll system — based upon Teamspirit software — was infroduced in April 2014.

Further work on the payroll system was scheduled to take place in the latter part of 2014.
However, this work has not yet taken place.

The programme of internal audit work for 2013-14 included a review of new systems,
which was considered by the Audit Committee in May 2014. The internal auditor identified
controls as being ‘strong’ and ,” ...the College had appropriate confrols in place at the
‘go live’ date of the finance (including purchasing) and payroll systems.” The report on
the review also noted the good practice followed by the College in providing adequate
fraining for the staff that will use these systems.

Current Position

3.1.

3.2.

Finance staff meetregularly (typically monthly) with senior managers and budget holders
fo review financial monitoring information and to support managers in meeting their
responsibilities for the management of resources.

The internal audit programme for 2014-15 includes review of: finance; and purchasing,
payment and procurement. The results of these reviews were reported to the Audit
Committee at its meeting in March 2015. The internal auditor identified controls as being
‘strong’ and made no recommendations for improvement.
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The programme alsoincludes areview of payroll. The report on the internal audit review will
be presented to and considered by the Audit Committee at its meeting in May 2015. The
internal auditorhasidentified controls as being ‘weak’ and has made 8recommendations
forimprovement. They majority of the recommendations (6 of 8) relate to the operation
of the Human Resources (HR) Team.

Difficulties have been encountered in processing the payment of the staff pay settlement
for 2014-15 and ‘incremental progression’ in February, March and April 2015.

Consequently the internal auditor has been commissioned to undertake an exercise to
validate the staff data managed by the HR Team within the Teamspirit payroll system.
The purpose of the exercise is to ensure the correctness of payments made in the period
February to April 2015 and in the future.

The payroll consolidation project that was to be undertaken in December 2014 did not
take place. It is now scheduled to take place in the near future and to be completed by
the end of August 2015. The project will automate many of the payroll related processes
that are undertaken within the HR Team.

4. Recommendation

4.1.

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

Rob Wallen Roddy Scotit
Principal Vice Principal Finance
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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.

Banks

2.1. NorthEastScotland College operatesbank 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 fransacted is with Clydesdale
Bank plc.

2.2. 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.

2.3. Therequirementsofreclassification, asthey are understood currently, willrequire all Scofttish
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
and Citibank provide the service under confract to the Government.

Banking Facilities

3.1. 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.

3.2. The Clydesdale Bank requires that the Board of Management minute its agreement to
the arrangement and a copy of the Facility Letter issued by the Bank and the required
form of minute are aftached.

Changes in the Composition of the Senior Management Team
4.1. The College’s Financial Regulations provide that the holder of posts of Vice Principal shall
be authorised signatories on College bank accounts.

4.2. Mr.John Davidson has been appointed to the role of Vice Principal Learning and Quality.
Mr. Paul Sherrington left the College in April 2015 and Mrs Sandra Walker leaves in June
2015.

4.3. Banking services providers require that formal resolufions be passed fo add or remove
named individuals as authorised signatories on College bank accounts.

Recommendation
5.1. Itisrecommended that the Committee:

5.1.1. approve the facility letter offered by Clydesdale Bank and to minute its approval
in the form proposed by the Bank;

5.1.2. approve amendment of the list of authorised signatories on College bank accounts
to add Mr. Davidson and remove Mr. Sherrington and Mrs Walker; and

5.1.3. authorise the Chair of the Committee and Principal to sigh any new or amended
bank mandates that are put in place as banks might require.

Rob Wallen Roddy Scott
Principal Vice Principal Finance
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Your Ref

Date 10 April 2015

Private and Confidential

FAO Roddy Scott

The Board of Management of
North East Scotland College
Gallowgate Centre

Gallowgate
Aberdeen
AB25 1BN

Telephone:
Fax:

Ca

Clydesdale
Bank

Specialist & Acquisition Finance
Business & Private Banking Centre
1 Queens Cross

Aberdeen
AB15 4XU

0800 181 4433
0844 736 0159

This is an important document. You should take independent advice before signing and sign
only if you want to be legally bound.

Dear Sirs

Banking facilities to the Board of Management of North East Scotland College (the “Borrower”)

Clydesdale Bank PLC (the “Bank”) is pleased to offer the Borrower an overdraft and other banking
facilities (each a “Facility” and together the “Facilities”) on the terms and conditions set out in this
letter, its schedule (which forms part of this letter) and the Business Current Account terms and
conditions. Certain capitalised words used in this letter are defined in paragraph 9 of the schedule.

1 The Facilities
1.1 The Facilities offered (and their limits) are:
Facility Limit Expiry Date
BACS £3,700,000 per week 31/03/2016
1.2 The Borrower will use the Facilities only for its general purposes.
2 Fees, Interest and Charges
The Borrower will pay to the Bank:
2.1 an arrangement fee of £nil
1
Clydesdale Bank PLC is authonsed by the Prudential Regulation Authority and regulated by the Financial Conduct Autharnity and the Prudential Requlation Authority
[Financial Services Register Mo 121873) Credut facilities other than regulated martgages and requiated credit agreements are not regulated by the Financial Conduct Authonty

Clydesdale Bank PLC Registered in Scotland (Mo, SC001111) Registered Cffice: 30 St. Vincent Place, Glasgow G1 2HL

€020 (03/14)
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such other charges as are referred to in this letter in respect of the Facilities or in tariffs
applicable to any Facility as issued by the Bank from time to time; and

all professional and other fees, costs and expenses incurred by the Bank, in accordance with
paragraph 5 of the schedule.

Repayment and Cancellation

All amounts outstanding under or in respect of the Facilities are repayable on demand. If the
Bank makes a demand for any Facility, all Facilities will be immediately cancelled. The Bank
may also, at any time, cancel all or any part of any Facility by notice to the Borrower.

Subject to clause 3.1, each Facility will be available until the expiry date for such Facility
specified in clause 1 when it will be cancelled in full unless the Bank has agreed in writing to
extend or renew such Facility in which case it will, subject to clause 3.1 and the terms and
conditions of any letter extending or renewing such Facility, be available until the date in such
letter when it will be cancelled in full.

On (1) any demand by the Bank for repayment of any Facility or (2) any Facility being cancelled
all amounts outstanding under and in respect of such Facility will be immediately due and
payable. The Bank may, at any time after such demand or cancellation, require the Borrower to
provide the Bank with, and the Borrower will on such request provide the Bank with, cash cover
(and suitable security in respect of such cash cover) in respect of all outstanding liabilities of the
Bank (whether present or future, actual or contingent) in relation to the relevant Facility.

Availability

The Facilities will only become available once the Bank has received, and is satisfied as to the
form and content of, the following items:

an original of this letter signed by the Borrower;

information and evidence in respect of the Borrower required by the Bank to comply with its
“know your customer” identification procedures; and

a signed resolution of a meeting of the Board of Management of the Borrower in the form
attached to this letter;

the following other documents:

¢ copies of the documents comprising the Borrower's constitution, certified by the principal or
vice-Principal;

e acertified copy of any consent required from the Scottish Further & Higher Education
Funding Council to permit the Borrower to utilise the Facilities; and

e any other consents, licences or permissions necessary to enable the Borrower to borrow
and/or accept this offer letter and/or to make available the security set out above.
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6.1

7.2

Provision of Information
The Borrower will deliver to the Bank:

e acopy of its audited financial statements (consolidated where the Borrower has a
subsidiary or subsidiaries) within 270 days of its financial year end, together with the
audited financial statements of any subsidiary or subsidiaries of the Borrower for such year;

The Borrower will comply with the requirements of paragraph 3 of the schedule in respect of all
financial information delivered to the Bank under clause 5.1.

The Borrower will promptly deliver to the Bank, on request, such information about any Relevant
Person or the business, operations, assets, financial condition or prospects of any Relevant
Person as the Bank may reasonably require.

Financial Covenants

The Borrower will ensure that at all times the following financial covenants are complied with:
None

Undertakings

The Borrower will (and, if it has a subsidiary or subsidiaries, will ensure that such subsidiary or
subsidiaries will) at all times:

e maintain with a reputable independent insurance company or underwriter, appropriate and
adequate insurance in relation to its operations and assets and to the extent as is usual for
entities carrying on the same or substantially similar business or operations;

e maintain compliance with its obligations under the Further & Higher Education (Scotland)
Act 1992, as amended, and any other relevant legislation;

The Borrower will not (and, if it has a subsidiary or subsidiaries, will ensure that such subsidiary
or subsidiaries will not) at any time:

None
BACS Facility

The Borrower may use this Facility up to the limit for this Facility in clause 1. This Facility may
only be used for payment of suppliers, wages and salaries. This Facility will be made available
in accordance with the rules of operation issued by the Bank, and subject to any additional
documentation required by the Bank, in respect of the Bank’s BACS facilities from time to time.
The Borrower will pay the Bank's charges in respect of this Facility in accordance with the tariff
issued by the Bank from time to time.



9 Signing and Law

9.1 From the date of receipt by the Bank all of the items under clause 4, this letter wili replace all
previous letters, agreements or arrangements between the Bank and the Borrower in relation to

the provision of the Facilities.
9.2 This letter is governed by Scots law.
To accept the offer in this letter please sign and return the enclosed copy of this letter to the Bank. If the

Bank has not received a signed copy of this letter (at the address given at the start of this letter) within
30 days of the date of this letter, it may withdraw or vary the terms of the offer.

Yours faithfully

o

Sheila Mcintyre
Senior Director -~ Specialist & Acquisition Finance
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North East Scotland College
Schedule

Terms and conditions applicable to this letter

Payments
All payments to the Bank will be made:

(a) in full without set off or counter-claim in immediately cleared funds to be received by the
Bank no later than 3.00 pm (or such other time as notified by the Bank to the Borrower) on
the due date for payment; and

(b) free of any deduction or withholding for or on account of tax unless the Borrower is
required by law to make such a deduction or a withholding in which case the amount of the
payment to the Bank will be increased to the extent necessary to ensure that the Bank
receives a sum equal to that which it would have received had no deduction or withholding
been made.

All sums payable under this letter will be paid in the currency in which they are due and owing.

Interest for Unplanned Borrowing under clause 2.4 and [8.3/8.4 as applicable] of the front part
of this letter will accrue on a daily basis from the due date of the relevant payment until the date
of actual payment and will be payable to the Bank on demand. Any such interest will be
capitalised in accordance with the Bank's normal practice.

The Bank is authorised by the Borrower (but not obliged) to (1) apply any credit balance to
which the Borrower is entitled on any account with the Bank in any currency and/or (2) debit any
account of the Borrower with the Bank in any currency, in each case in satisfaction of any sum
(including interest, commission, fees, costs and expenses) due and payable by the Borrower to
the Bank under this letter or otherwise in respect of the Facilities.

The Bank may at any time set off any obligations owed by the Bank to the Borrower (whether or
not matured at such time) against any matured obligation owed by the Borrower to the Bank
under any Relevant Document.

When the date for payment of any amount is not a Business Day then payment is required to be
made on the next Business Day (without altering subsequent payment dates).

Security

The obligations of the Borrower to the Bank under this letter will be secured by all security
and/or guarantees held by the Bank in respect of the liabilities of the Borrower, including those
delivered to the Bank under clause 4 in the front part of this letter and at any time in the future.
Preparation of Information

The Borrower will ensure that:



3.2

42

5.1

(a) its audited financial statements are prepared in accordance with GAAP (applied in a
manner consistent with the preparation of the equivalent financial statements delivered to
the Bank under clause 5 in the front part of this letter), unless otherwise agreed with the
Bank;

(b) if (1) there is a change in GAAP or the manner in which it is applied, or (2) the Bank
consents to the Borrower changing the method of preparation of its financial statements
from GAAP to IFRS or the date of its financial year end, in each case the Borrower will
deliver to the Bank with ali financial statements delivered to the Bank under clause 5 in the
front part of this letter following such change, sufficient information (in form and substance
satisfactory to the Bank acting reasonably) to enable the Bank to make an accurate
comparison between those financial statements and those prior to such change and to test
the financial covenants (if any) in clause 6 in the front part of this letter. If the Bank
considers in good faith that amendments are required to such financial covenants as a
result of such change, the Bank shall notify the Borrower of such amendments which shall
be binding on the Borrower;

(c) if the Borrower's management accounts are required to be delivered to the Bank under
clause 5.1 in the front part of this letter, such accounts include a profit and loss account, a
balance sheet and a cashflow forecast, are prepared both in respect of the month to which
they relate and the Borrower's financial year to date and contain a commentary from a
director on its financial performance during that period; and

(d) if the Borrower’s annual budget is required to be delivered to the Bank under clause 5.1 in
the front part of this letter, such annual budget includes a projected profit and loss account
(broken down on a month by month basis) and a balance sheet and a cashflow forecast
(broken down on a month by month basis) and projected calculations in respect of the
financial covenants (if any) in clause 6 in the front part of this letter.

If the Relevant Person is exempt under the Companies Act 2006 from auditing its financial
statements for any financial year, and does not obtain such an audit, any reference to “audited
financial statements” in clauses 4.5, 5.1 and 6 in the front part of this letter shall be treated as
references to the “financial statements certified by the Relevant Person’s accountants as giving
a true and fair view of the trading results and financial condition of the Relevant Person and its
subsidiaries (if any)” for the relevant financial year.

Calculations

All interest, charges and commission will accrue on a daily basis (both before and after
judgement) and be calculated on the basis of the actual number of days elapsed and a year of
365 days (in respect of amounts in Sterling) or 360 days (in respect of amounts in any other
currency) or, if market practice differs, in accordance with the normal market practice for the
relevant currency.

All notifications, determinations and calculations given or made by the Bank under this letter will
be conclusive and binding except in any case of manifest error.

Expenses and Indemnities
Subject to the Business Current Account terms and conditions:
The Borrower will, on demand, pay to or reimburse the Bank on a full indemnity basis for all

legal, valuation, documentation and other fees, costs and expenses (including any applicable
VAT) incurred by the Bank in connection with the Relevant Documents, including in respect of
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6.1

6.2

6.3

6.4

6.5

7.1

any amendment of any Relevant Document or any waiver, enforcement or preservation of the
Bank’s rights under any Relevant Document.

The Borrower will indemnify the Bank on demand for any expense, loss or liability incurred by
the Bank as a consequence of any failure by the Borrower to comply with its obligations under
this letter or any other Relevant Document.

If, for any reason, any amount payable under this letter or in respect of a Facility is paid or
recovered (including by way of set-off) in a currency other than that in which it is required to be
paid the Borrower will indemnify the Bank on demand against (1) the full cost incurred by the
Bank of converting that sum into the currency in which it is required to be paid at the prevailing
rate of exchange as the Bank determines appropriate and (2) any shortfall in the amount to be
paid under this letter following the application of such converted sum.

Transfer and Disclosure

The Borrower may not assign, transfer or otherwise deal any of its rights or obligations in
respect of this letter or the Facilities or any other Relevant Document.

The Bank may (1) assign any of its rights or benefits and/or (2) transfer by novation any of its
obligations, under this letter or any other Relevant Document to another bank or financial
institution or to a trust, fund or other entity which is regularly engaged in or established for the
purpose of making, purchasing or investing in loans, securities and other financial assets or to
any other person or persons and/or (3) otherwise deal with its rights, benefits and/or obligations
under this letter or any other Relevant Document, in whole or in part.

The Bank may enter into any sub-participation or any trust or contractual arrangement (or any
other transaction under which payments are to be made by reference to this letter, any other
Relevant Document or any Relevant Person) with any person in relation to this letter or any
other Relevant Document.

The Bank may disclose any information obtained at any time from whatever source relating to
any Relevant Person, the Facilities or any Relevant Document to (1) any of its associated
companies (2) any actual or prospective assignee, transferee or participant, or persons with
whom the Bank enters into any such dealings (3) its auditors, advisers or applicable regulatory
authorities, rating agencies and investors or any other person who enters or proposes to enter
into any transaction with the Bank in relation to this letter or any other Relevant Document (4)
any other person in connection with a securitisation of all or any part of the Bank’s rights under
this letter and any other Relevant Document or (5) anyone who needs such information in
respect of such assignation, transfer, dealing or securitisation.

The Borrower undertakes to execute and to use its best endeavours to procure that any other
Relevant Person executes, all documents (including amendments to this letter and any other
Related Document) that the Bank may reasonably require to give effect to such an assignation,
transfer, dealing or securitisation and to ensure any related guarantee or security (if applicable)
is also properly transferred.

Communications

Each notice, consent and other communication in respect of this letter:

will be in writing (which includes by fax);
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will be sent to the address or fax number most recently designated for this purpose by the
recipient;

given to the Borrower will be effective when left at, or two Business Days after it is posted to,
the relevant address or, in the case of a fax, on receipt by the Bank of a fax confirmation sheet;
and

given to the Bank, will be effective only on actual receipt by the specified individual/department
of the Bank. If the time of receipt does not fall on a Business Day, the communication will be
deemed effective on the first Business Day thereafter.

Miscellaneous

If all or any part of any Facility is denominated in the currency of a state which adopts the euro
as its lawful currency after the date of this letter, the Bank will be entitled, before or after such
adoption becoming effective, to make such changes to this letter and any other Relevant
Document as it reasonably considers necessary to address such adoption. The Bank will notify
the Borrower of such changes in writing 60 days before they come into effect, after which time
they will be binding on the Borrower.

If any provision of this letter is or becomes illegal, invalid or unenforceable, the legality, validity
or enforceability of the remaining provisions will not be affected or impaired. Any failure by the
Bank to exercise, or delay in exercising, any right or remedy under this letter or any Relevant
Document will not constitute a waiver of that right or remedy.

Definitions and Interpretation
Definitions
In this letter, the following words and phrases have the following meanings:

(a) "Business Day” means any day (excluding Saturdays, Sundays and bank holidays) on
which banks are generally open in the City of London for the transaction of normal banking
business;

(b) “GAAP" means generally accepted accounting principles in the United Kingdom (excluding
IFRS);

(c) “IFRS" means international accounting standards within the meaning of IAS Regulation
1606/2002;

(d) “Optional Currency” means any currency (including euro) which is freely transferable and
convertible into Sterling and is approved by the Bank on the request of the Borrower;

(e) “Relevant Document” means (1) this letter (2) each other document under which any
person (including the Borrower) grants security or issues a guarantee, in respect of the
Borrower's obligations under this letter and (3) each letter or agreement varying, amending
supplementing, restating, substituting or novating this letter or such document;

() “Relevant Person” means (1) the Borrower (2) any other person which enters into a
Relevant Document (3) any subsidiary of the Borrower and (4) where a person enters into a
Relevant Document in its capacity as a partner of a partnership, that partnership;
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(g) “Sterling” and “£” means the lawful currency of the United Kingdom;

(h) “Sterling Equivalent” means in relation to an amount of a Facility in a currency other than
Sterling, that amount converted into Sterling at the prevailing rate of exchange for such
currency as the Bank determines appropriate on the applicable day; and

(i) “Unplanned Borrowing” means borrowing which is the result of the Bank agreeing to a
request from the Borrower for a temporary overdraft or temporary increase to an existing
overdraft to cover a payment for which the Borrower does not have sufficient funds
available.

Interpretation
References in this letter to:

(a) “guarantee” (other than in respect of any guarantee issued or to be issued by the Bank)
include any guarantee or indemnity and other financial support (including any participation
or other assurance against loss and any deposit or payment) in respect of any person’s
indebtedness;

(b) “person” includes any individual, company, corporation, firm, government, state or agency
of the state and any association, partnership or trust (in each case whether or not it has a
separate legal personality);

(c) “security” includes any assignment/assignation by way of security, charge, lien, mortgage,
pledge, standard security, right of set-off, right of retention of title or other security interest
securing any obligation of any person and any other agreement or arrangement having a
similar effect;

(d) “set-off” includes any rights of retention, claims for compensation or rights to balance
accounts on insolvency;

(e) “subsidiary” means a subsidiary undertaking within the meaning of section 1162 of the
Companies Act 2006;

(f) this letter or any other document referred to in it will be construed as references to this letter
or such document as varied, amended, supplemented, restated, substituted or novated from
time to time;

(g) a party to a Relevant Document or a2 Relevant Person includes its successors-in-title, its
permitted assigns or assignees and transferees;

(h) the singular includes the plural and vice versa, as the context permits or requires; and
(i) any provision of any statute, any legislation or of any regulation means at any time the

relevant provision as is in force at that time (even if it has been amended, re-enacted or
replaced since the date of this letter).
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Minutes of Committee/Board Meeting

MINUTES of a MEETING of the Board of Management
of North East Scotland College (the “Organisation”)

At
On:
Present:
1 Quorum
Notice of the Meeting was taken as read. (the “Chairman”) took the Chair. The

Chairman reported that a quorum was present and accordingly declared the meeting open.
2 Purpose of the Meeting

The Chairman explained that the purpose of the meeting was to (amongst other things) approve
the facilities being made available by [Clydesdale Bank PLC/Yorkshire Bank PLC] (the “Bank”)
to the Organisation in connection with {insert purpose of borrowing] (the “Facility Letter”).

3 Facility Letter

The Chairman tabled the Facility Letter. The Organisation then considered the terms and
conditions of the Facility Letter in detail. It was noted that the execution and delivery of the
Facility Letter (and the operation of the facility constituted therein) would not result in any
breach of any restriction imposed by the Organisation’s constitution, any legislation or code of
conduct of the Organisation.

After full consideration, all those persons present were of the unanimous opinion that the
Organisation should enter into the Facility Letter in order to make the said [working capital/term
loan] facilities available for the purpose stated, and that it was in the interests of the
Organisation and incidental to the attainment of its objects for it to do so.

After due and careful consideration of the Facility Letter, IT WAS RESOLVED by the
Organisation that:

31 the entry into and granting of the Facility Letter by the Organisation is in the best
interests of the Organisation and the Facility Letter is hereby approved;

1"



3.2

3.3

34

3.5

that neither the execution and delivery of the Facility Letter by the [Chairman] and a
witness on behalf of the Organisation nor the exercise of the Organisation’s rights
and performance of its obligations thereunder would breach or result in any breach
of a restriction imposed by the constitution of the Organisation or any other
agreement to which a member of the Organisation is a party to;

the Facility Letter in the form produced at the meeting with such amendments
thereto, if any, be approved by those present;

any other agreement or documents required in connection with the Facility Letter be
approved by those present; and

the [Chairman] in the presence of a witness be hereby authorised to execute (and
make any amendments as may be deemed necessary to) the Facility Letter and any
other agreement or documents required in connection with the Facility Letter for and
on behalf of the Organisation each in the form approved, or with such amendments
as the [Chairman) shall approve.

Constitution of the Organisation

The Chairman confirmed that the copy of the constitution of the Organisation delivered to the
Bank in connection with the Facility Letter is accurate, complete and up-to-date.

Conclusion

There being no further business the meeting then ended.

The minutes were then read and signed.

Chairman
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