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AGENDA

Meeting of 21 July 2015
1. Apologies for Absence

2. Minute of Previous Meeting
2.1. Meeting of 19 May 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. Student Activity, AY2014-15 (paper enclosed)
5.2. Revenue Budget, Forward Look (paper enclosed)
5.3. VS Additional Hours Payment and Actions from Payroll and HR Internal Audits
(paper enclosed)
5.4. Procurement (paper enclosed)
5.5. Reclassification (paper enclosed)
5.6. Environmental Sustainability (paper enclosed)
5.7. Leased Properties (paper enclosed)

6. Summation of Business and Date and Time of Next Meeting
Reserved Item of Business
7. Matter for Discussion

7.1. Financial Monitoring

7.2. Business and Community Development/College Activity Target

8. Summation of Reserved ltem of Business
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Draft Minute of Meeting of 19 May 2015

The meeting commenced at 0900 hours.

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

1. Apologies for Absence
There were no apologies.

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

3. Matters arising from previous Meeting
3.1 Animal Care Provision
Mr Wallen informed Members that he had received a telephone call from the Chief
Executive of SRUC informing him that the SRUC are going forward with their proposed
relocation from Craibstone to Thainstone. It was noted that the SRUC Board will meet on
03 July 2015 and they are looking for an indication from the College as to whether or not
the College will want to be part of the move to Thainstone. Mr Wallen said that a paper
on this would be included in the agenda for the Board of Management’s meeting on 08
June 2015.

4. Report by the Principal

The Committee noted areport by the Principal providing information on funding for 2015-16; financial
reporting date; internal audit; capital works; retention of ISO 14001 environmental standard; and
the site of the former Balgownie Cenftre.

Mr Scott provided further information on the sale of the site of the former Balgownie Centre. Mr
Scott advised that the College lawyers are currently liaising with the purchaser to move things
forward. It was noted that Ms Farquharson-Black of Burness Paul will attend the meeting of the
Board on 08 June 2015 to provide an update and give recommendations on the next steps.

Mr Scott commented that the College is well ahead of the rest of the Scoftish sector in terms of
environmental management. Members noted that the achievement of the ISO 14001 standard
across all College sites is one of the success stories of the merger.

5. Matters for Discussion
5.1 Student Activity, AY2014-15
The Committee considered a paper providing information on the current estimate of
student activity for the academic year 2014-15.

Members noted that the recruitment of Business and Community Development (BCD)
students is continuing however, the achievement of the projected outturn provided by
Mr Sherrington, Depute Principal, prior to his leaving the College, was proving to be a
challenge.

It was noted that Extended Learning Support is on course to exceed its activity target and
that the three Schools are projected to meet or exceed their targets. Mr Wallen advised
that he would speak to Mr Cowie and Tribal (the contractor) and would issue further
information on the expected BCD outturn for 2014-15.

Members were reassured to learn that Tribal are working closely with the College to ensure
that BCD will achieve activity target for 2015-16.
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5.2 Procurement
The Committee considered apaper providinginformation onrecent procurement activities.

Information was provided on two contracts recently awarded, and on current and
forthcoming procurements.

The Committee noted the report.

5.3 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.

Information was provided on: Scottish Funding Council returns; use of Depreciation Funds;
and Assurance and Audit Requirements.

MrScott provided updatedinformation onrecent developmentsrelating toreclassification
and commented that there is now greater clarity in a number of areas that were causing
confusion for colleges and the Scofttish Funding Council.

Mr Scoftt confirmed that the College had submitted all required returns on time and all
targets had been met.

Members were advised that Colleges Scotland have asked colleges to provide them
with a 10 year capital and IT investment plan.

Members noted recent press coverage relating to the use of arms-length foundations in
the FE sector.

The Committee noted the report. Mr Milroy said he was reassured that the College was
addressing all necessary issues and commended the work undertaken by Mr Scott and
his team.

5.4 Financial Systems
The Committee considered a paper providing information on the implementation of
unified financial systems for the College.

Mr Scott informed Members that a programme of IT work undertaken and delivered
effectively hadresolved concerns and difficulties relating to connectivity at and between
College sites. Professor Harper commended the work undertaken to resolve the [T issues.

6. Matter for Decision
6.1 College Banking Arrangements
The Committee considered the College’s banking arrangements.

Information was provided on banks; banking facilities; and changes in the composition
of the Senior Management Team.

The Committee approved the facility letter offered by Clydesdale Bank; approved
amendment of the list of authorised signatories on College bank accounts to add Mr
Davidson and to remove Mr Sherrington and Mrs Walker; and authorised the Chair of the
Committee and Principal to sign any new or amended bank mandates that are put in
place as banks might require.
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It was agreed that the following wording should be included in the minute fo meet the
requirements of the Clydesdale Bankin terms of the College agreeing to the arrangement:

After due and careful consideration of the facility lefter, it was resolved by the Committee
that:

e The enfry info and granting of the facility letter by the Committee is in the best
intferest of the College and the facility letter is hereby approved;

e That neither the execution and delivery of the facility letter by the Chair of the
Committee and the Principal on behalf of the College nor the exercise of the
College’s rights and performance of its obligations thereunder would breach or
result in any breach of a restriction imposed by the constitution of the College or
any other agreement to which a member of the College is party to;

e The facility letter in the form produced at the meeting with such amendments
thereto, if any, be approved by those present

e Any other agreement or documents required in connection with the facility letter
be approved by those present; and

e The Chair of the Commifttee and the Principal by hereby authorised to execute
(an 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 College each in the form approved, or with such
amendments as the Committee Chair shall approve.

7. Matter for Information
7.1 Appointment of Vice-Chair of Finance and General Purposes Committee
The Committee noted and welcomed the appointment of Professor Harper to the role
of Vice Chair of the Finance and General Purposes Committee.

8. 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 21 July 2015 af 0900 hours.
Reserved Items of Business
9. Matter for Discussion

9.1 Financial Monitoring
10. Matter for Decision

10.1 Macduff Learning Centre

11. S ummation of Reserved Items of Business
The Secretary gave a summation of the reserved items of business.

The meeting concluded at 0958 hours.
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Report by the Principal

1.

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

Prevent Duty

2.1. Earlier this year the UK and Scofttish Governments issued guidance for bodies such as
North East Scotfland College on the legal duty in the Counter-Terrorism and Security Act
2015 to have due regard to the need to prevent people from being drawn into terrorism.
(The Act is effective from 01 July 2015.)

2.2. The College has well-established arrangements to meet its responsibilities in this area
and these have been reported to and considered by the Board of Management. The
continued effectiveness of these arrangements is being reviewed. An update on the
College’s position will be provided to a future meeting of the Board of Management.

Internal Audit

3.1. The Audit Committee, at its meeting on 21 July 2015, shall consider reports on the internal
audit reviews undertakenin the third stage of the programme of work carried out by Wylie
and Bisset in the current financial reporting period.

3.2. The Committee shall also consider a report on work to address the actions arising from
internal auditreviews of humanresources and payroll. The reportis also part of the business
of this meeting of the Committee.

Over-clad and Re-roof, Aberdeen City Campus

4.1. A programme of work is being undertaken over the summer vacation period to address
snagging and defects relating to the project. The works include replacement of flooring
at the Gallowgate entrance. At the time of writing, the final account for the project has
yet to be agreed, that said, the project is forecast to remain within budget.

Engineering Technologies, Fraserburgh Campus

5.1. Tender packages for construction works were issued in April and have been evaluated by
the project quantity surveyor. It is now apparent that the confract value of construction
works in this tender is over the threshold at which the procurement must be compliant with
EU procurement process. At the fime of writing, the options available to the College fo
expedite construction procurement are being considered, asis the budget for the project.

5.2. The outcome of those considerations will be reported to the Board of Management at a
meeting scheduled to take place on 21 July 2015.

Site of the Former Balgownie Centre

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

6.2. In late-June, the preferred bidder responded to the enquires made since February by
the College’s professional advisors by proposing an alternative development scheme to
the one on which the original offer was based and proposing a lower price be offered
for the site.

6.3. At the time of writing the College’s professional advisors have arranged fo meet with the
preferred bidder’s representatives to discuss the position.

6.4. The outcome of those discussions will be reported to the Board of Management at a
meeting scheduled to take place on 21 July together with information on the options
available to the Board.
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7. Ellon Learning Centre
7.1. The new Ellon Academy Community Campus opensin August 2015. The College will shortly
take occupancy of the further education facility (at the west-end of the Campus).

7.2. Head of terms of the lease of the property have been established and the detail of the
lease will be concluded this month. Teaching activity at the Campus will begin in the
week of 24 August.

8. Facilities Management Services
8.1. The new contract with Mitie TFM for facilities management (FM) services begins on 01
August2015.The contractis foraperiod of 3 years with options, exercisable atthe College’s
discretion, to extend the confract for a further year at the end of the 3rd and 4th years.
Mitie is the current provider of FM services to the College.

8.2. The confract includes the provision of cleaning services at the Fraserburgh Campus.
The transition from Sodexho, the incumbent contractor, to the new cleaning service is
progressing according fto plan.

9. Motor Vehicles
9.1. Tenders are under evaluation for replacement of the vehicles in the College’s motor
vehicle pool. Seven Vauxhall Mokka 4-wheel drive vehicles are being sourced to replace
the 2-wheel drive vehicles used currently for tfravel between Campuses.

10. Recommendation
10.1.1t is recommended that the Committee note the contents of this report.

Rob Wallen
Principal
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Student Activity, AY 2014-15

1.

2,

3.

Introduction

1.1

1.2

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.

This report is also being considered at the meetings of the Audit and Learning & Teaching
and Student Services Committees on 21 July 2015.

Background

2.1

2.2

2.3

For the purposes of securing funding from the Scofttish 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

3.6

The figures noted on Appendix 1 should only be read as an approximation of the current
position. The final calculation of wSUMS 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 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 Appendix 1
of this report. The total of student activity for the College is currently 180,017 wSUMs.

It is anticipated that a further 1,246 projected wSUMS will materialise by the end of the
AY 2014-15.

Noted in Appendix 1 is a total projected outturn figure of 12,565 wSUMS for BCD. This is
substantially less than the 20,000 previously provided by the former Depute Principal.
However, the shortfall create by the BCD undershoot has been compensated by the
substantially increased projected wSUMS outturn of 22,860 wSUMS for Extended Learning
Support (ELS).

As per Appendix 1 the total projected outturn for all key areas of activity is 181,263 wSUMS,
which would amount to 1,373 wSUMS over the SFC target.
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4. Planning Activity Levels AY 2015-16

4.1 Attached at Appendix 2 is the planning activity levels spreadsheet for AY 2015-16 based
on new credit values.

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

Rob Wallen Neil Cowie
Principal Vice Principal — Business Services




wSUMS Activity AY 2014-15 (01 July 2015)
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Internal Target

Actual wSUMS to

Projected wSUMS

Projected Outturn

date
Creative Industries, Computing and Business
Enterprise 45,980 46,218 0 46,218
Engineering, Science and Technology 50,835 52334 0 52334
Service Industries 48,711 46,817 131 46,948
Business and Community Development (incl.
Scottish Maritime Academy) 22,285 11,750 815 12,565
ASET 338 338 0 338
Extended Learning Support (ELS) 12.000 22 560 300 22 860
Total 180,149 180,017 1,246 181,263
SFC Target

179,890







Version Date: 06/07/15
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Appendix 2
2015-16 ACTIVITY PLANNING
2015-16
Planned Full
Planned Time Credits
Enrolments Enrolments Targets
Creative Industries, Computing and Business Enterprise 3,373 2,830 44,108
Engineering, Science and Technology 4,035 1,501 37,108
Service Industries 3,147 2,379 45,176
Sub-total 10,555 6,710 126,392
Business and Community Development TBC 0 14,000
Scofttish Maritime Academy 718 0 953
Professional Development 85 0 75
Sub-total 803 0 15,028
PLANNED OUTTURN 11,358 6,710 141,420
SFC CREDIT TARGET 136,514
ESF CREDITS TARGET 3.035
TOTAL CREDIT TARGET 139.549
Credits above SFC Credit Target 4,906
Credits above Total Credit Target 1,871
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Revenue Budget, Forward Look

1.

Introduction

1.1.

The purpose of thisreportis to provide information to the Committee on North East Scotland
College’s financial position.

Financial Environment and Context

2.1.

2.2.

2.3.

2.4.

Public spendingis expected to contfinue to be constrained in the near and medium terms.
At the time of writing this report, Scottish Government has given no indication of funding
levels for further education beyond March 2016.

Reductionsin funding levels for Scottish colleges as a whole and the College in particular
have been noted and discussed by the Board at earlier meetings. It is unlikely that funding
cuts made over recent years will be reinstated soon. The financial consequences of the
new ‘credit’ based funding methodology for determining colleges’ grant allocations are
unknown. Further uncertainty surrounds the effects of redistributive actions that are under
consideration by the SFC.

The financial accounting implications of the reclassification of colleges as public bodies
remain, even at this late stage, unclear in many important respects.

The decline in the price of oil and gas in the past 12 months has already had an effect
on the operating environment of ASET, the College’s wholly owned subsidiary company.
It is likely that the levels of furnover and profit generated from oil and gas training will not
recover in the short ferm. The College has relied in the past on the surplus generated by
ASET to mitigate the effects of cuts in public funding and fo finance investment.

Baseline Financial Position

3.1. In this time of considerable uncertainty it is reasonable and prudent that the College
reconsider its financial forecasts drawing upon available information in terms of what is
known and making assumptions on those matters that are unknown. It is important that
the Board has a clear understanding of the College’s financial position.

3.2. Boards of management will rely increasingly on sources of finance other than Scottish
Government grants in the coming years to offset reductions in SFC granfs.

3.3. The significant changes that have faken place in the economic environment in which
ASET operates can be expected fo impact on the financial contribution commercial
activities makes to income.

3.4. The budget for 2015-16 was approved by the Board of Management at its meeting in
June 2015. This has been used as the basis for projecting baseline budgets calculated
for2016-17,2017-18 and 2018-19. These are set out in Appendix 2 to this paper.

3.5. Itshould be made clearthat the financial projections are stated before mitigating actions.

3.6. Continued effective strategic financial planning, budgeting and financial management
areimperative forconfinued success. The Senior Management Teamis working to establish
a range of actions that might be taken to address the financial position set out in the
forecasts and to bring the College’s financial position back into a sustainable equilibrium.

Recommendation

4.1. Itisrecommended that the Committee note the information presented in this report.

Rob Wallen Roddy Scott

Principal Vice Principal Finance
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Baseline Budget
Planning Assumptions

For planning purposes, a range of assumptions have been made in arriving at the
baseline budgetary position for the next 3 years. These include:

o grantin aid will reduce by 1% in 2015-16 and 2016-17 and by 2% in
2017-18;

o fees and other charges (set by the College) increase by 5% per
annum;

o maintenance of current staffing levels and no vacancies arise;

o costs of automatic pay rises resulting from progression through pay
scales;

o costs of increased employer contribution rates to the Scottish
Teachers' Superannuation Scheme

o costs of increased employer national insurance contributions

o no allowance for inflation in non-staff costs, other than contractual
price increases;

o efficiency gains of 2% in supplies and services costs;

o confracted price changes in contracted services such as facilities
management, information technology managed services and
janitorial and security services;

o running costs of new buildings;

o the current accounting treatments of capital grant and
depreciation of new buildings continue to apply;

o capital expenditure on the progression of the Board’s estates
development strategy confinues as planned;

o expenditures on equipment and property repairs, maintenance
and minor works are maintained at current year levels; and

o profits generated by ASET remain at current (2015-16 forecast)
levels.






NORTH EAST SCOTLAND COLLEGE
3-YEAR FORWARD LOOK
INCOME & EXPENDITURE ACCOUNT (Consolidated)

INCOME
Funding council grants
Tuition fees and education contracts
Research grants and contracts
Other income
Endowment and investment income
Total income

EXPENDITURE
Staff costs
Exceptional restructuring costs
Non-restructuring exceptional costs
Other operating expenses
Donation to Arms Length Foundation
Depreciation
Interest payable
Total expenditure

Deficit on continuing operations after depreciation and tax
Transfer from revaluation reserve

Historic cost deficit for the year

AY2015-16 AY2016-17  AY2017-18 AY2018-19
£000 £000 £000 £000
33,234 32,263
13,817 13,862
7 7
1,545 1,545
22 22
48,625 47,699
26,506 27,651
600 -
277 -
19,228 19,307
2,274 2,300
17 17
48,902 49,275
(277) (1,576)  (2.793)  (3,297)
266 266 266 266
(1) (1,310) (2,527) (3,031)

Agenda ltem 5.2
Appendix 2
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VS Additional Hours Payment and Actions From Payroll And HR Internal

Audits

1.

Introduction

1.1

The purpose of this paper is to provide further information to the Committee on the
situationwithregard to an additionalhours’ payment paid under the Voluntary Severance
Scheme and the actions identified in the Payroll and HR Audits as they relate to HR.

2. Background

3.

2.1

2.2

2.3

AnInternal Audit of Payrollhighlightedissuesregarding a Voluntary Severance (VS) payment.
The Audit Committee at its meeting on 19 May 2015 requested further information on
the reasons why this had occurred and how they were being addressed be provided to
the next meeting of the Board of Management. A paper was provided to the Board of
Management atitsmeeting on 08 June 2015. However, thisis to provide furtherinformation
specifically on the additional hours element of the VS payment.

In addition, the Internal Auditors in their Payroll Audit Report of January 2015 and in their
HR Audit Report of March 2015 had made specific recommendations which the Audit
and Finance & General Purposes Committees had requested an update on.

The following therefore provides the information requested.

Additional Hours on VS Payment

3.1

3.2

3.3

3.4

3.5

3.6

The issue has beenraised as to why a former employee of Banff & Buchan College, whose
final year annual salary was £5,531 received a VS payment of £9,561 (i.e. £4,030 more
than the annual salary).

Information provided to the Board at its meeting on 08 June 2015 was that this additional
amount had been attributed on a spreadsheet to “additional hours”. The Board asked
for further clarification on this matter.

The person concerned was a classroom assistant employed on a 16-hours-per-week term-
time-only contract. (As noted above, the salary for this post was £5,531 per annum.)

Atime-sheethasalso beenlocatedrelating to the individual that puts her total cumulative
additional hours payments, without holiday pay, for the period 01 January 2013 to 01
February 2014 (i.e. a period of 13 months straddling two Academic Years and two Financial
Years) as £4,104. As this is a thirfeen month period, this would equate to some £3,788 over
a 12-month period — and when holiday pay is added this might come close to the figure
of £4,030.

Other paper records and the former Banff & Buchan College payroll system identify that
during the Academic Years 2012-13 and 2013-14 she worked a total of 646.5 additional
hours as follows:

2012-13 395.75 additional hours, for which she received payment of £2,979

2013-14 250.75 additional hours for, which she received payment of £2,637

There is nothing to explain why these figures are not in accordance with the figure from

the time-sheet, but it may be that the difference is due to the difference between the
Calendar Year and the Academic Year and the Financial Year.
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3.7 The former Aberdeen Payroll Manager has confirmed that he obtained this calculation
from Fraserburgh and that the previous Vice Principal HR had confirmed that the individual
was contractually enfitled to receive the payment.

3.8 As such, there is therefore evidence that this employee did habitually work additional
hours and that she was contractually entitled to them.

3.9 However, despite thisresearch it has not been possible to identify the “workings” that led
to the specific figure of £4,030 being paid. This is highly regrettable, but unfortunately the
available records in Fraserburgh do not provide information further to what has been
identified above.

3.10 Currentpracticesinthe College are such thattherationale forany VS paymentisrecorded
and transparent.

HR Recommendations from Payroll Internal Audit
4.1 Atftachedat Appendix 1 are therecommendations. Againsteachrelevantrecommendation
an update is provided highlighted in yellow.

HR Recommendations from HR Internal Audit
5.1 Aftachedat Appendix2 are therecommendations. Againsteachrelevantrecommendation
an update is provided highlighted in yellow.

Building Resilience in HR and Payroll

6.1 A Head of HR has now been recruited and commenced employment on 15 June 2015.
This will give the HR Team the management stability and consistency that it has lacked
and enable key priorities and projects to be fully implemented.

6.2 A dedicated member of HR staff is now working closely with the Payroll Supervisor to
improve current processes. In addition, a former member of Aberdeen payroll staff has
returned for 2 days perweek to help build skills levels and standardise processes. We have
also recruited an experienced Payroll/Pensions Administrator on a fixed term contract for
12 months to build resilience in the payroll function.

6.3 In addition, the HR Team is working closely with the Internal Auditors and has dedicated a
further member of staff to diligently checking each employee record to ensure accuracy
of data going forward.

6.4 An urgent programme of systems training has been put in place to upskill the HR Team
to ensure that there is resilience and systems knowledge going forward.

Summary

7.1 Further investigation has identified that the VS payment raised as a concern was made
on the basis of regular additional hours. Procedures are now in place that will ensure such
lack of clarity does not occur in the future.

7.2 Thishasbeen aperiod of instability for the HR and Payroll functions following the merger of
the Colleges, where a combination of factors including loss of key personnel, difficultiesin
merging systems and lack of clear business processes have all contributed to the Internal
Audit findings.

7.3 Now that key roles are filled and knowledge is being rebuilt along with diligent checking
and mapping of business processes we can move forward with some confidence.
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7.4 The recommendations made in the Payroll and HR Infernal Audits are being fully
implemented.

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

Rob Wallen Elaine Hart
Principal Vice Principal Human Resources
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Section Page

Appendix Page

The matters raised in this report came to our attention during the course of our audit and are not necessarily a comprehensive statement of all weaknesses that exist or all improvements that
might be made.

This report has been prepared solely for North East Scotland College’s individual use and should not be quoted in whole or in part without prior written consent. No responsibility to any third
party is accepted as the report has not been prepared, and is not intended, for any third party.

We emphasise that the responsibility for a sound system of internal control rests with management and work performed by internal audit should not be relied upon to identify all system
weaknesses that may exist. Neither should internal audit be relied upon to identify all circumstances of fraud or irregularity should there be any although our audit procedures are designed so
that any material irregularity has a reasonable probability of discovery. Even sound systems of control may not be proof against collusive fraud. Internal audit procedures are designed to focus on
areas that are considered to be of greatest risk and significance.
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Overview

Purpose of Review

The purpose of this review is to ensure that the payroll arrangements within the organisation are appropriate. This review will seek to provide
assurance to the Board, via the Audit Committee, that the controls in place are adequate and are operating efficiently and effectively. This
assignment is part of the agreed 2014/15 Annual Internal Audit Plan for the organisation.

Scope of Review

Our objectives for this review were to ensure:

» Amendments to the payroll are appropriately reviewed and authorised prior to being processed through the payroll system.
» Staff are only paid for the hours that they have worked.

» Expense claims are appropriately authorised by the employees line manager and include the relevant back up documentation (receipts
etc.) where necessary.

» Gross and net pay are calculated correctly, with appropriate documentary evidence readily available to support additions and deductions.

» Leavers are appropriately removed from the system and final payments are accurately prorated.
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» Severance packages have been calculated in accordance with the terms of the scheme.

» Access to the payroll system is restricted. There are appropriate access rights in place for payroll staff.

» Wages and salaries are accurately stated in the accounting system.
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Our approach to this assignment took the form of discussion with relevant staff, review of documentation and where appropriate sample
testing.

Limitation of Scope

There is no limitation of scope.
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Conclusion

Overall Conclusion

Overall Conclusion: Weak

Through our review we concluded that the College's pavroll arrangements are currently weak. Our recommendations for improvement can
be found in section 3 of this report.

Summary of Recommendations

Grading of recommendations

High Medium Low Total

Payroll 2 2 4 8
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The following is a summary of the recommendations we have graded as high:
» Overpayments »

Voluntary Severance

Areas of Good Practice

The following is a list of areas where the Organisation is operating effectively and following good practice.

1. Detailed checks are undertaken and fully documented by the Financial Controller - Business Management prior to the payroll
being finalised. Any variances in net pay > £300 are fully investigated by the Payroll Officer prior to the payroll being finalised.

2. Our sample testing indicates that the final salaries of leavers have been accurately apportioned to reflect their leaving date.
We are also satisfied that all leavers have been removed from the payroll after they have received their final salary.

3. There are adequate procedures in place to ensure that the College's resources are recovered prior to an employee leaving their
employment.
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There is an appropriate segregation of duties between the HR department and the payroll department for the processing of
new employees, leavers and amendments.

Our sample testing indicates that new employee payroll forms have been completed for all new starts prior to their first salary
being processed. Our testing also found that the first salaries have been correctly apportioned to reflect the new employees

start date.

Access to the payroll functions within TeamSpirit is restricted to those members of staff performing payroll tasks.
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We include for your reference comparative benchmarking data of the number and ranking of recommendations made for audits of a similar
nature in the most recently finished internal audit year.

Payroll

Benchmarking

High Medium Low Total
Average number of recommendations in similar 0 1 2 3
audits
Number of recommendations at North East 2 2 4 8

Scotland College

From the table above it can be seen that the College has a higher number of recommendations compared to those colleges it has been
benchmarked against.
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Overpayments

Ref.

Finding and Risk Grade

During our audit work we were informed by College High
management that there had been a number of

overpayments made to employees throughout the year.

This affected 7 employees and resulted in total

overpayments of £9,627.19. Through investigation of

each of these overpayments we found that these were

caused by amendments to the payroll not being passed

to the payroll officer by the HR team in a timely manner.

We understand that the College has recovered the
amounts from 2 of the employees, has set up payment
plans with 3 of the employees and has passed the
remaining 2 cases to debt collection agencies.

We can confirm that our sample testing found no further
issues.

Management response

Recommendation

We recommend that the relevant paperwork for any
amendments to the payroll (starters, leavers, changes in
salary etc) is completed and passed to the payroll officer
in a timely manner to ensure that they are actioned in the
correct month so that employees do not receive salaries
that they are not entitled to.

Responsibility and implementation date
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Responsible Officer: Vice Principal HR

Procedures have been reviewed and clear guidance issued to the HR team on the need to
produce timely information to the Payroll Officer. Written procedures will be produced by 31

May 2015.
Update Implementation Date: June 2015

The HR Team are now fully aware of the processes and checks have been put in place. The work
to fully review HR business processes and produce written procedures has commenced, key
processes have been identified and procedures have either been produced or are in production.

Voluntary Severance

Ref. Finding and Risk Grade Recommendation
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2. Through our review of the voluntary leavers since April High We recommend that the College ensure that any VS

2014 we identified one instance where the employee payments are made in accordance with the terms of the
received payment in excess of the North East Scotland scheme.
College Discretionary Voluntary Severance Scheme.

The employee in question left in June 2014 and was due
£4,631 under the terms of the scheme however received
a voluntary severance payment of £9,561. This resulted
in an overpayment of £4,929. We have been unable to
obtain any explanation for the overpayment and were
advised by the Vice Principal — HR that this award was
made before her time therefore she was unable to
provide any reasons for the overpayment.

Management response Responsibility and implementation date

Procedures have been reviewed and external audits have confirmed that VS payments are being Responsible Officer: Vice Principal HR
made in accordance with the terms of the scheme. All payment calculations are documented and
checked.

Update

This matter has now been fully investigated and reported on to the Board, Audit and
F&GP Committees. Procedures have been put in place to ensure this lack of clarity will
not occur in the future.

Implementation Date: Already implemented.
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Mileage Claims

Ref.

Finding and Risk Grade

During our sample testing of expense claims we Medium
identified one member of the Senior Management

Team who has received significant travel expenses

for journeys between the Aberdeen and

Fraserburgh campuses. Whilst there is no formal

expenses policy in place (see recommendation 4),

we understand through our discussions that College

pool cars should be used where available.

Management response

Recommendation

We recommend that the College ensure that where
staff are undertaking regular trips between
campuses, the College's pool cars are used to keep
expense claims to a minimum.

Responsibility and implementation date
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An expenses policy has been developed to manage this situation. Responsible Officer: Vice Principal HR

Update

Policy implemented.

Implementation Date: June 2015

Ref. Finding and Risk Grade Recommendation
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4, Through our review we found that there is currently Medium
no prescriptive rules in relation to what can and
cannot be claimed as expenses at the Aberdeen
campus. We do note that employees received an
email from the Vice Principal — HR to notify the
mileage rates which they can claim.

We note that the former Banff & Buchan College
expenses policy is still being used at the
Fraserburgh campus,

Management response

An Expenses Policy for NESCol is being developed.

As above.

We recommend that the College establishes a North
East Scotland College Expenses Policy which formally
sets out the rules in relation to travel and other
incidental expenses.

Responsibility and implementation date

Responsible Officer: Vice Principal HR

Implementation Date: June 2015
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Timesheet Authorisation

Ref. Finding and Risk Grade

5. Through our sample testing of employees Low
timesheets, we found that 1 of the 6 selected for
testing had not been authorised by an appropriate
line manager.

Management response

This applies to Fraserburgh timesheets only which are passed by the line manager
directly to Finance for processing. Once the Self Service option is implemented there will
be automated processes. A written procedure has been created to clarify the
authorisation process and will be passed to Finance Team.

Update

Procedure produced and actioned.

Recommendation

We recommend that timesheets are authorised by
the relevant line manager prior to being processed
and payment being made through the payroll.

Responsibility and implementation date

Responsible Officer: Vice Principal HR

Implementation Date: May 2015
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Manual Journals

Ref. Finding and Risk Grade

6. We found that currently, the payroll journals Low
require significant manual intervention prior to
being posted to the accounting system. This is
leading to an inefficient use of College resources.

We understand that the College are currently
working with Bond, the payroll bureau used by the
College, in an attempt to automate the process.

Management response

Recommendation

We recommend that the College continue with its
efforts to seek a solution where the processing of
payroll journals becomes as automated as possible.
This will not only improve the efficiency of the
process but will reduce the risk of errors in posting.

Responsibility and implementation date
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Recommendation agreed. As noted above, this finding had been identified by the
College and the issue will be resolved as part of the delayed payroll consolidation

project, which is expected to be completed by the end of August 2015.

Payroll Reconciliations
Ref. Finding and Risk Grade

7. Through our review we found that there are Low
currently no formal payroll reconciliations being
prepared. At present reliance is placed on the
payroll control accounts balancing to ensure that
the payroll costs have been accurately transferred
into the accounting system.

Management response

Responsible Officer: Financial Controller — Business

Management

Implementation Date: August 2015

Recommendation

We recommend that the College prepare monthly
payroll reconciliations as part of its month end
procedures. These should be prepared by one of the
College accountants and signed off by one of the
Financial Controllers.

Responsibility and implementation date
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Recommendation agreed. Responsible Officer: Financial Controller — Business
Management

Implementation Date: May 2015

Ref. Finding and Risk Grade Recommendation
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8. Through our sample testing of new starts at the College  Low We recommend that the College ensures that all new start

we found that 1 of the 5 new employee payroll forms employee forms, notice of termination forms and
selected for testing had not been signed as approved by amendment forms are signed by the initiator, the HR
either the HR Manager or the relevant department line Manager and a relevant departmental line manager prior
manager. to being passed to payroll for processing of the first/final
Our sample testing of leavers also found that 1 of the 6 salary. The payroll department should not process any
notice of termination forms had not been signed at all by incomplete forms.

the HR department and 3 had not been signed by the
relevant departmental line manager.

Our sample testing of amendments also found that 2 of
the 5 selected for testing had not been signed as
approved by the HR Manager.

Management response Responsibility and implementation date

Procedures have been reviewed and implemented and written procedures will be Responsible Officer: Vice Principal HR
produced by 31 May 2015 to ensure that all HR Team members are clear about process
and deadlines.

Update

The HR responsibilities are actioned. The HR Team are now fully aware of the processes and

checks have been put in place. The work to fully review HR business processes and produce Implementation Date: June 2015
written documentation has commenced key processes have been identified and procedures

have either been produced or are in production.
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by 31 July 2015

High level processes have been produced for new starts, changes and leavers, further work to
document the steps to achieve these processes is underway.
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The following is a list of observations from our review

1. Through our testing of starters, leavers and amendments we note that there are still different forms in operation at the
Aberdeen and Fraserburgh campuses. We would suggest that to ensure consistency in the processing and authorisation of
starters, leavers and amendments, the College unify the forms.

2. We note that there are currently two separate systems in place for the submission of timesheets. The Aberdeen campus uses
the TeamSpirit application to submit and authorise expenses and the Fraserburgh campus uses a manual paper form. We note
that the print outs from TeamSpirit do not provide detailed information of the expenses claimed, just the amounts claimed,
therefore the Payroll Officer is unable to check the accuracy of claims - reliance is placed on the authorisation by the
employee's line manager.

The table below details the actual dates for our fieldwork and the reporting on the audit area under review. The timescales set out below will
enable us to present our final report at the next Audit Committee meeting.
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Audit stage

Fieldwork start

Receipt of further information

Closing meeting

Draft report issued

Receipt of management responses

Final report issued

Audit Committee

Number of audit days

Date

26 January 2015

30 March 2015

27 March 2015

08 April 2015

23 April 2015

24 April 2015

19 May 2015
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We detail below our staff who will undertake the review together with the Organisation staff we shall require to speak to during our review.

Partner Ross McLauchlan Partner ross.mclauchlan@wyliebisset.com

Manager Graham Gillespie Associate graham.gillespie@wyliebisset.com

Lead Auditor Paul Urquhart Internal Audit Senior paul.urquhart@wyliebisset.com
Rory McCall Internal Audit Assistant rory.mccall@wyliebisset.com

| | |
_Am<nosﬁm2 xoa%mno# <mnmv13nim_-33msnm ﬂ.mnoﬁﬁﬁw:mmno_.mn.cx
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Jim Kirkwood Financial Controller — Business jkirkwood@nescol.ac.uk

Management
Morag Thompson Payroll Officer mthompson@nescol.ac.uk
Elaine Hart Vice Principal — Human Resources e.hart@nescol.ac.uk
Elaine Reid HR Manager ereid@nescol.ac.uk

Wylie & Bisset appreciates the time provided by all the individuals involved in this review and would like to thank them for their assistance and
co-operation.

APPENDICES

For each area of review we assign a level of assurance in accordance with the following classification:

Assurance Classification

Strong Controls satisfactory, no major weaknesses found, no or only minor recommendations identified.
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Substantial Controls largely satisfactory although some weaknesses identified, recommendations for improvement made.

Weak Controls unsatisfactory and major systems weaknesses identified that require to be addressed immediately.

No No or very limited controls in place leaving the system open to significant error or abuse, recommendations made
require to be implemented immediately.

For each recommendation we assign a grading either as High, Medium or Low priority depending on the degree of risk assessed as outlined
below:

Grading Classification

High Major weakness that we consider needs to be brought to the attention of the Audit Committee and addressed by

senior management of the organisation as a matter of urgency.
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Medium Significant issue or weakness which should be addressed by the organisation as soon as possible.

Low Minor issue or weakness reported where management may wish to consider our recommendation.
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Purpose of Review

The purpose of this review is to ensure that the payroll arrangements within the organisation are appropriate. This review will seek to provide
assurance to the Board, via the Audit Committee, that the controls in place are adequate and are operating efficiently and effectively. This
assignment is part of the agreed 2014/15 Annual Internal Audit Plan for the organisation.

Scope of Review

Our objectives for this review are to ensure:
» Amendments to the payroll are appropriately reviewed and authorised prior to being processed through the payroll system.
» Staff are only paid for the hours that they have worked.

» Expense claims are appropriately authorised by the employees line manager and include the relevant back up documentation (receipts etc.)
where necessary.

» Gross and net pay are calculated correctly, with appropriate documentary evidence readily available to support additions and deductions.
» Leavers are appropriately removed from the system and final payments are accurately prorated.

» New starts are accurately entered onto the payroll system and are paid appropriately.
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» Severance packages have been calculated in accordance with the terms of the scheme.
» Access to the payroll system is restricted. There are appropriate access rights in place for payroll staff.

» Wages and salaries are accurately stated in the accounting system.

Limitation of Scope
There is no limitation of scope.

Audit Approach

Our approach to the review has been:
» Discussion with key personnel to establish the current arrangements for payroll
» Evaluating these arrangements to confirm their adequacy

» Review of documentation to confirm that policies and procedures are in place, up to date and comply with relevant legislation and good

practice.
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» Testing to confirm that procedures are being adhered to by relevant staff

» Testing to confirm that payroll is being correctly calculated, authorised and recorded.

It should be noted that any testing will be undertaken on a sample basis.

Potential Key Risks

The potential key risks associated with the area under review are:

>

Unauthorised amendments may be processed, leading to unauthorised payments being made to employees or unauthorised deductions
being made.

Staff are paid for hours that they have not worked.
Expense claims are not genuine or are unauthorised expenses.
Gross salaries and statutory deductions are incorrectly calculated resulting in incorrect payments being made to employees.

Final salaries are not adjusted to reflect the employee's leaving date. Leavers continue to be paid after their last date of employment.
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» Staff loans/equipment provided to employees are not recovered when the employee leaves the organisation.
» New starts salaries are not adjusted to reflect their start date.

» The organisation have not correctly applied the terms of their severance scheme resulting in incorrect payments being made to former
employees.

» Unauthorised users gain access to payroll system and sensitive employee data.

» Payroll costs are not accurately recorded in the accounting system resulting in inaccurate management and year end statutory accounts.
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The matters raised in this report came to our attention during the course of our audit and are not necessarily a comprehensive statement of all weaknesses that exist or all improvements that
might be made.

This report has been prepared solely for North East Scotland College’s individual use and should not be quoted in whole or in part without prior written consent. No responsibility to any third

party is accepted as the report has not been prepared, and is not intended, for any third party.

We emphasise that the responsibility for a sound system of internal control rests with management and work performed by internal audit should not be relied upon to identify all system
weaknesses that may exist. Neither should internal audit be relied upon to identify all circumstances of fraud or irregularity should there be any although our audit procedures are designed so
that any material irregularity has a reasonable probability of discovery. Even sound systems of control may not be proof against collusive fraud. Internal audit procedures are designed to focus
on areas that are considered to be of greatest risk and significance.

Overview

Purpose of Review

The purpose of this review is to consider whether the College's arrangements for human resources are appropriate. This review will seek to
provide assurance to the Board, via the Audit Committee, that the systems in place are adequate and enable efficient and effective operation
of the College's HR function. This assighnment is part of the agreed 2014/15 Annual Internal Audit Plan for the College.

Scope of Review

Our objectives for this review were to ensure:

» Only current employees have access to the organisation's premises and systems.

» The data held in the organisation's payroll system is consistent with that held by HR.
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» Senior management are regularly provided with relevant information that aids decision making.
» The most suitable candidate is appointed during the recruitment process.
» Personnel files contain accurate, relevant and up to date information.

» Employees are provided with opportunities to develop and progress within their role.

Our approach to this assignment took the form of discussion with relevant staff, review of documentation and where appropriate sample

testing.
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Conclusion

Overall Conclusion

Through our review we can conclude that the arrangements in place for Human Resources within the College are inadequate. We have
identified a number of issues, two of which we have classified as high priority. Further details of the issues identified through our audit can
be found in section 3 of this report.

Summary of Recommendations

High Medium Low Total

Human Resources 2 6 0 8
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The following is a summary of the recommendations we have graded as high
> Exit Interviews
> Pay Grades

Areas of Good Practice

The following is a list of areas where the Organisation is operating effectively and following good practice.
1. The College use an integrated payroll and HR system (TeamSpirit). This ensures that there is no risk of inconsistent data.
2. Our sample testing of 10 personnel files found that they are being kept up to date and contained all necessary information.

3. The College has a dedicated Centre for Professional Development (CPD) which manages all internal and external staff
development requests. Staff can also log in to the staff development section of the college website to maintain their training
record and CPD log. The website can also be used to book places on internal training courses. If members of staff identify
external training opportunities outwith the colleges CPD department, they can download the 'Staff Development External
Course booking form' and submit this to CPD.
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We include for your reference comparative benchmarking data of the number and ranking of recommendations made for audits of a similar
nature in the most recently finished internal audit year.

Human Resources

Benchmarking

High Medium Low Total
Average number of recommendations in similar 1 2 1 4
audits
Number of recommendations at North East 2 6 0 8

Scotland College

From the table above it can be seen that the College has a higher number of recommendations compared to those colleges it has been
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benchmarked against.
Exit Interviews
Ref. Finding and Risk Grade
1. From a sample of 10 leavers tested, there was no High
documentation to evidence that an exit interview
and exit questionnaire had been conducted for 7

members of staff prior to leaving the College.

Management response

Recommendation
We recommend that the College ensures that a exit

interview and exit questionnaire is completed for all
members of staff leaving the College.

Responsibility and implementation date
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Exit interviews are offered to all leavers but not all staff wish to take up this opportunity. Responsible Officer: VP HR

Exit questionnaires are now being sent out to all leavers but we cannot guarantee a
response. The measure going forward should be whether HR are sending them out
rather than the return rate.

Update
All leavers are sent Exit Questionnaires

A Leaver Checklist completed by the HR team has been amended to clearly define the
need for an Exit Questionnaire to be sent. A signature and date is required to confirm
that action has been taken

Pay Grade

Ref. Finding and Risk Grade

Implementation Date: May 2015

Recommendation
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2. Through our review we found that there are High
currently 66 instances where the pay grades
recorded in the HR system is incorrect. These
employees are recorded as being in the bottom of
the scale above rather than the top of the scale in
the correct grade. This has, to date, had no impact
on payroll records however if left uncorrected, in
the event of incremental pay awards may result in
these employees being overpaid.

Management response

A validation exercise of the all staff records is being carried out by an auditor and HR.
Update

The work to fully validate the data in the HR/Payroll system is on-going. HR is working
with the auditors as well as dedicating a member of staff to check every staff record.
This work will be completed by 31 August 2015.

We recommend that the College conduct a full
review of the spinal point information across the
College to ensure that the information recorded is
accurate. The College should ensure that those
already identified are corrected as a matter of
urgency.

Responsibility and implementation date

Responsible Officer: VP HR

Implementation Date: May 2015
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Recruitment & Selection Policy

Ref. Finding and Risk Grade

3. The Recruitment & Selection Policy being used by Medium
the College is the former Aberdeen College policy
and has not been updated since December 2012.
The policy was due for review in December 2014.

Management response

This policy is currently under review and will be updated in accordance with the new
MylJobsScotland Project.

Update

The new Head of HR who commenced employment on 15 June has been tasked with
this as a priority. At the time of writing this report a project plan was not available.

Recommendation

We recommend that the Recruitment & Selection
Policy is reviewed and updated as appropriate to
ensure that the College appoints the most suitable
candidates to roles within North East Scotland
College.

Responsibility and implementation date

Responsible Officer: VP HR

Implementation Date: June 2015
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Recovery of Organisational Resources

Ref. Finding and Risk Grade

4, During our testing of 10 staff leavers it was found Medium
that 'Part B' of the resignation form, detailing the
return of College property, was not held for 7
individuals.

Management response

This form is sent to line managers for completion and return. There is a need to ensure
that these forms are returned by the line manager including nil returns and to tighten up
HR monitoring processes.

Update

HR is currently reviewing the process for leavers including better tracking, retention and
monitoring of ‘Part B’ of the resignation form.

Parts A and B of the Resignation Form have been amended. The manager is required to
return part B within 5 days of the employee leaving the College.

Recommendation

The College should ensure that the return of College
property is documented when members of staff
leave the College.

Responsibility and implementation date

Responsible Officer: VP HR

Implementation Date: May 2015
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Removal from IT Systems

Ref. Finding and Risk

5. Leavers are not currently being removed from the
College’s IT systems on the date of leaving their
employment with the College. In 6 of the 7 cases
selected for testing, the IT accounts had not been
disabled within 1 month of the employee leaving
and in 3 of these cases, the accounts were still
active 4 months after the employee had left the
College.

Management response

Grade

Medium

Recommendation

We recommend that the College ensures that all
leavers IT access rights are disabled on the date of
leaving the College.

Responsibility and implementation date
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HR notify RM of all leavers. This is recorded on the HR checklist. HR cannot control the
actual disablement of the accounts. However, HR will review its processes to ensure
compliance.

Update

HR is currently reviewing the process for leavers including notifying RM. Procedures are
being put in place for HR to inform RM of leavers as soon as they receive the
termination notice.

The Leavers Checklist has been amended, a signature and date is required to confirm
that action has been taken and a copy of the email sent to RM will be placed on the
personnel file to demonstrate that action has been taken.

Staff Leavers Checklist

Ref. Finding and Risk Grade

Responsible Officer: VP HR

Implementation Date: May 2015

Recommendation
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6. From our sample of 10 staff leavers, completed Medium
Leaver Checklist forms were not held by HR for 3
individuals selected. In the absence of a Leavers
Checklist, there is a risk that the College is not
conducting the processing of leavers efficiently and
in a timely manner.

Management response

It is possible that these forms were in some outstanding filing. However, HR will review
its processes to ensure these are completed.

Update
The completed Leaver Checklists referred to above were found in the back log of filing.

HR is currently reviewing the process for leavers to ensure that these are completed
and filed appropriately.

Driving Licence Checks

We recommend that the College ensures that a
Leavers Checklist is completed for each member of
staff leaving the College.

Responsibility and implementation date
Responsible Officer: VP HR

Implementation Date: May 2015
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Ref. Finding and Risk Grade Recommendation

7. Through our review we identified that the College Medium We recommend that the College conducts annual
do not currently undertake driving licence checks checks on any employees claiming mileage expenses
for any employees who use their own vehicle in the in line the Health & Safety at Work Act 1974
course of their employment with the College. The legislation.

travel expense forms currently in use at the College
require the employee to sign a declaration to
confirm that the 'car remains insured, road worthy,
fit for purpose and continues to have a current
MOT'.

Management response Responsibility and implementation date

It is unclear whether this is required by the legislation. The College has never undertaken Responsible Officer: H&S Manager
this previously. However, the College can in future require that a claim for mileage

expenses will not be processed unless the individual can provide the number of his/her

College driving permit — with the expenses form being amended as necessary.

Update

Procedures have been reviewed and a Driving At Work Policy has been implemented. Implementation Date: August 2015
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Candidate Recommended for Appointment Checklist

Ref.

Finding and Risk Grade

During our testing it was found that 6 of the 10 Medium
'Candidate Recommended for Appointment

Checklists' had not been signed as approved by the

Vice Principal - HR. We also found that 5 out of the

10 tested had not been fully completed by the HR

Manager. The College's Procedure for Processing

New Staff requires the forms to be completed by

the HR Manager and approved by the Vice Principal

- HR.

Management response

Recommendation

We recommend that the College ensures that the
'Candidate Recommendations for Appointment
Checklists' are fully completed by the HR manager
and approved by the Vice Principal - HR prior to any
offer being made to candidates.

Responsibility and implementation date
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This process has been amended and all Recommendations are now authorised by the

Head of HR. The Procedure needs to be updated and will be part of the Recruitment

Policy and Procedure update. The procedure will be reviewed to ensure that all parts of
the form are completed as appropriate.

Responsible Officer: VP HR

Please see 3. above

Implementation Date: June 2015
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The following is a list of observations from our review

1. We note that there are several issues arising from our Payroll report, issued in April 2015, which relate to processes
undertaken by the Human Resources department. Full details of these can be found in our Payroll report.

2. During our review we found that there has been a high level of staff turnover within the Human Resources team since the
merger of Aberdeen College and Banff & Buchan College in November 2013. We note that there is only one permanent
member of staff still in employment at the College who was employed pre-merger.
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The table below details the actual dates for our fieldwork and the reporting on the audit area under review. The timescales set out below will enable

us to present our final report at the next Audit Committee meeting.

Audit stage

Fieldwork start

Closing meeting

Draft report issued

Receipt of management responses

Final report issued

Date

9 March 2015

20 March 2015

24 April 2015

06 May 2015

06 May 2015
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Audit Committee 19 May 2015

Number of audit days 4

We detail below our staff who will undertake the review together with the Organisation staff we shall require to speak to during our review.

Wylie & Bisset LLP

Partner Ross MclLauchlan Partner ross.mclauchlan@wyliebisset.com
Manager Graham Gillespie Associate graham.gillespie@wyliebisset.com
Lead Auditor Paul Urquhart Internal Audit Senior paul.urquhart@wyliebisset.com
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Martin Devenny Internal Audit Assistant martin.devenny@wyliebisset.com

North East Scotland College

Key Contact Roddy Scott Vice Principal - Finance r.scott@nescol.ac.uk

Elaine Hart Vice Principal Human Resources | e.hart@nescol.ac.uk

Wylie & Bisset appreciates the time provided by all the individuals involved in this review and would like to thank them for their assistance and co-
operation.
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For each area of review we assign a level of assurance in accordance with the following classification:

Assurance Classification
Strong Controls satisfactory, no major weaknesses found, no or only minor recommendations identified.
Substantial Controls largely satisfactory although some weaknesses identified, recommendations for improvement made.
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Weak Controls unsatisfactory and major systems weaknesses identified that require to be addressed immediately.

No No or very limited controls in place leaving the system open to significant error or abuse, recommendations made
require to be implemented immediately.

For each recommendation we assign a grading either as High, Medium or Low priority depending on the degree of risk assessed as outlined below:
Grading Classification

High
'8 Major weakness that we consider needs to be brought to the attention of the Audit Committee and addressed by

senior management of the organisation as a matter of urgency.
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Medium Significant issue or weakness which should be addressed by the organisation as soon as possible.

Low Minor issue or weakness reported where management may wish to consider our recommendation.
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Purpose of Review

The purpose of this review is to consider whether the College's arrangements for human resources are appropriate. This review will seek to
provide assurance to the Board, via the Audit Committee, that the systems in place are adequate and enable efficient and effective operation

of the College's HR function. This assighment is part of the agreed 2014/15 Annual Internal Audit Plan for the College.

Scope of Review

Our objectives for this review are to ensure:

>

Only current employees have access to the organisation's premises and systems.

The data held in the organisation's payroll system is consistent with that held by HR.

All staff are aware of the organisation's HR polices and the terms and conditions of their employment.
Senior management are regularly provided with relevant information that aids decision making.

The most suitable candidate is appointed during the recruitment process.

Personnel files contain accurate, relevant and up to date information.
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» Employees are provided with opportunities to develop and progress within their role.

Limitation of Scope

There is no limitation of scope.

Audit Approach

Our approach to the review has been:

> Discussion with staff involved to establish the current arrangements in place for human resource management.
> Review of the policies and procedures of the human resources department.

> Review of the staff performance and development programme.

> Review of the organisation’s recruitment processes.

Potential Key Risks

The potential key risks associated with the area under review are:

» Leavers are not removed from systems and are able to gain access to the organisation's premises and systems.
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» Data held in the payroll system is not accurate resulting in errors in the payroll process.

» Policies and procedures covering staff terms, conditions, absence and sickness, discipline and grievances etc. are not applied consistently
resulting in potential legal action against the organisation.

» Management do not receive relevant information and as a result poor decisions are made.
» Unsuitable candidates are appointed during the recruitment process.
» Personnel files are not kept up to date and do not contain all necessary documentation.

» Employees do not hold the necessary driving licence entitlements or appropriate insurance cover to use personal vehicles for organisation
business.

» Employees do not fulfil their potential and the organisation therefore do not get the most out of them.

www.wyliebisset.com
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Procurement

1. Introduction
1.1. Thepurpose of thisreportis to provide information to the Committee onrecent procurement
activities.

2. Background
2.1. At its meeting on 10 February 2014, the Board of Management considered matters
relating fo 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 for the award of contracts over £50,000 in value shall be reported to the
Finance and General Purposes Committee.

3. Contracts Awarded
3.1. Six contfracts have been awarded since the last meeting of the Finance and Generall
Purposes Committee. These are set out in the table below:

1) Facilities management services Mitie TFM 4,680,375

2) IT advisory services HHES 80,000

3) IT project management services Martin Programme 95,000
Management

4) Mulfi-function printing devices Capital Solutions 449,646

5) Spray booths, motor vehicle Junair 139,637

6) Occupational health services Alpha Healthcare 272,523

4. Current and Forthcoming Procurements
4.1. Af the time of writing, procurements are being undertaken for grounds maintenance,
motor vehicles and lift maintenance.

5. 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.

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 with effect from 01 April
2014,

2. Scoftish Funding Council Returns

3.

4.

2.1.

2.2.

2.3.

The Scottish Funding Council (SFC) requires colleges to submit monthly cash flow projections,
which are the basis on which annual allocations of grant are paid to colleges over the
year.

Regrettably the SFC has, as yet, been unable to achieve a consistent approach to these
monthlyreturns—the format, fiming andinformationrequirementhas, on average, changed
each month since March 2014. Most recently, the format of the return required for July
2015 was changed and the submission deadline foreshortened in the days immediately
before the return was due. This has been disruptive to the effective operation of the
College’s Finance Team.

The SFC has required colleges to submit financial forecasts for the next 2 academic years
(AY2015-16 and AY2016-17). These returns are in the ‘mainstream accounting’ format that
the SFC has used annually for many years before reclassification. Central authorities have
made it clear to colleges over the past 16 months that financial performance is assessed
by reference to operating within fiscal year financial limits. Therefore, it might be argued
that the value to the SFC of financial forecasts presented in a mainstream accounting
format is questionable and their preparation an unnecessary burden on colleges.

Assurance and Audit Requirements

3.1.

3.2

In June 2015, the SFC wrote to college principals to set out the requirements placed by
the SFC upon ‘Finance Directors, or equivalent’ to provide an annual review certificate
to the SFC on the accuracy of colleges’ financial returns for the fiscal year to 31 March
2015.

The SFC has said that the review certificate ensures that there is no requirement for an
independent audit of theresourcereturn nordoesthe work necessary toreview certificate
require to be audited independently.

Recommendation

4.1.

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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Environmental Sustainability, Monitoring Information

1.

Introduction

1.1.

The purpose of this report is to provide the Committee with information relating to
environmental sustainability in North East Scotland College.

2. Background and context

3.

4.

2.1.

2.2.

2.3.

2.4.

2.5.

Data have been collected since January 2010 to show performance against targets for
key areas. These data sets were routinely reported to both the Human Resources and
the Finance and General Purposes Committees of Aberdeen College.

With effect from January 2015, performance data are reported biannually to the Finance
and General Purposes Committee of North East Scotland College. This approach allows
the Committee to be informed of the progress that the College is making in relation to
environmental management and actual performance against targets.

The targets set out in the Climate Change Action Plan (CCAP) in 2010 have become less
meaningful as actual data has been accumulated. Events such as changes in course
delivery and approaches to teaching, opening of new College buildings, completion of
extensive refurbishment works and the merger of Aberdeen and Banff & Buchan Colleges
have moved the College's operating position away from that which existed when the
targets were set.

Targets were set on the basis of the data available in 2009. Subsequent refinement of
data collection processes has shown that some of the assumptions made at the fime
were incomplete.

A Carbon Management Plan (CMP) was producedin February 2015 for North East Scotland
College. This replaces the Carbon Management Plan published in 2012, which focused
only on Aberdeen College. The CMP complements existing strategies and policies whilst
focussing on the management of the opportunities associated with the reduction of
carbon emissions. The CMP is currently the College’s most up-to-date working document.

Monitoring Information

3.1.

3.2

Information is provided in the appendix to this paper on the consumption of resources.
The collation of data to provide thisinformationis part of the environmental management
system adopted by the College. The data are for the academic years 2013-14 and 2014-
15.

The information relates solely to the operation of the former Aberdeen College. Data was
not available on levels of consumption at the former Banff & Buchan College. Work is,
however, well underway to collate meaningful data from the Fraserburgh Campus with
mileage and energy consumption now being recorded on a monthly basis. A change
in waste contractor now means that tonnages can also be reported and recorded on a
monthly basis for all waste types. We are aiming to get 1 year of accurate data before
setting targefs.

Commentary

4.1.

The targets setin the CCAP reflect the College’s aim to decrease the overall production
of waste whilst increasing the proportion of waste that is segregated.




Agenda ltem 5.6

NORTH EAST
SCOTLAND Meeting of 21 July 2015
FINANCE AND GENERAL PURPOSES COMMITTEE
4.2. The categories of waste have increased since the baseline targets were established and

5.

4.3.

4.4.

4.5.

4.6.

4.7.

4.8.

now include food waste and metal. Most of the targets are expressed as tonnes of waste
(paper, card, plastic, wood, constfruction, food and metal) but some are expressed as
“items” (electrical goods and printer cartridges) because they cannot be converted into
tfonnes of CO2.

The College is continually reducing its overall production of ‘general waste’ and increase
levels of waste segregation. Since 2010 the College’s general waste has decreased from
277 tonnes down fo 116 tonnes to date, a decrease of 42%.

The good practice of many suppliers is making it more difficult to achieve the level
of segregation the College had set a target to achieve: suppliers now have reduced
packaging or remove the packaging as part of their supply contract. Generally this type
of waste is easy to segregate; however, it does help toreduce the College’s overall waste
production.

The current CMP 2015 required North East Scofland College to set a target based on a
baseline year of 2011. This once again put the College in the difficult position of setfing
targets based on unrealistic data and assumptions. Aberdeen College had accurately
recorded data for this period but there was no data recorded for Banff & Buchan College
therefore many assumptions had to be made. It was anficipated that the current CMP
would provide a betterreflection of the overall performance over the period covered by
the plan. Unfortunately given the restrictions placed on the College and the requirement
to base data on North East Scotland College without distinguishing between Aberdeen
College and Banff & Buchan College has meant that targets will not be fruly reflective
of performance aft this stage. The overall objective is for North East Scotland College to
reduce the CO2 emissions from its activities by 15% from the 2010-11 baseline year by July
2020.

New recycling and general waste bins have been located throughout the College and
their usage is being monitored on a weekly basis. All new bins are clearly signed.

Provision has been made throughout the College to segregate and recycle items that
can be removed from the general waste stream. This includes some items that might
be considered unusual, such as hair clippings and disposable towels, which are sent for
composting, and food waste and biodegradable/compostable cutlery.

The College hasbeen trying to gatherexternalbenchmarking data from other organisations
within the sector. This, however, is proving difficult as North East Scotland College appears
to be further advanced with recording and monitoring than other establishments. As yet,
no comparison sites have been found which would provide meaningful data with regards
to targets and benchmarking.

Recommendation
5.1.

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

Rob Wallen Roddy Scott
Principal Vice Principal Finance




Environmental Perfformance Indicators
Academic Year 2014-15
Reporting period - Until 31st May 2015

Vehicles
Miles
- College
- Private
Total miles

Tonnes CO2
- College
- Private
Total tonnes

Energy and
Resources

Units

Gas (KWHr)
Electricity (KWHr)
Heating Oil (Ltr)
Water (M3)

Tonnes CO2
Gas (KWHr)
Electricity (KWHr)
Heating Oil (Ltr)
Water (M3)

Total fonnes

Agenda ltem 5.6

Appendix 1
AY2013-14 AY2014-15 (to Date) AY2014-15 (Full Year)

Target Actual Target Actudal Target Forecast
104,524 65,599 82,748 78,258 99,298 93,910
23,008 61,632 18,215 156,484 21,858 187,780
127,532 127,231 100,963 234,742 121,156 281,690
Target Actual Target Actual Target Actual
23.6 14.8 18.7 17.7 22.4 21.2
7.3 19.6 5.8 49.9 6.9 59.9
30.9 34.4 24.5 67.6 29.3 81.1

AY2013-14 AY2014-15 (to Date) AY2014-15 (Full Year)

Target Actual Target Actual Target Forecast

6,631,203 10,176,015 5,249,702 7,835,760 6,299,643 9,402,900

3,788,660 4,833,272 2,999,356 3,987,345 3,599,227 4,784,814

70,829 132,628 56,072 61,403 67,287 73,684

20,378 37,492 16,132 28,028 19,359 30,753

Target Actual Target Actudal Target Forecast

1,220 1,873 966 2,948 1,159 3,537

1,689 2,153 1,336 1,776 1,603 2,131

208 389 164 180 197 216

n/a n/a n/a n/a n/a n/a

3,117 4,415 2,466 4,904 2,959 5,884




Waste

Category
Paper (fonnes)

Card (tonnes)

Plastic (tonnes)

Wood (tonnes)
Construction Waste (tonnes)
Food (tonnes)

Metal (fonnes)

General Waste(fonnes)
Total fonnes
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AY2013-14 AY2014-15 (to Date) AY2014-15 (Full Year)
Target Actual Target Actual Target Forecast
21.5 12.6 18.8 8.8 22.6 10.56
51.8 22.5 45.2 15.2 54.3 18.24
8.2 52 7.2 4.6 8.6 5.52
23.3 58.5 20.3 514 24.4 61.68
157.4 18.9 137.7 14.2 165.3 17.04
11.7 82.9 10.25 78.6 12.3 94.32
29.3 19.4 25.6 28.1 30.7 33.72
139.4 142.0 110.4 116.3 132.5 139.56
442 .6 362 375.4 317.2 450.7 380.64
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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.

2. Sports Field, Fraserburgh Campus
2.1. The Sports Field adjacent to the main car park at the front of the Fraserburgh Campus is
let to Fraserburgh United Football Club on alease 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.

3. Scottish Maritime Academy (SMA), Peterhead
3.1. Banff and Buchan College acquired the facility in 2012. A lease was established with
Symposium Coffee House Limited for the café area within the premises. The provision
of an appropriate food service is an important part of the student experience at the
Academy.

3.2. The duration of the lease is 3 years, expiring on 13 November 2015, with an option to
extend the lease for a further 2 years (exercisable at the tenant’s sole discretion), at an
annual rental of cost of £6,500.

3.3. The tenant has not exercised the option to extend the lease.

4. Next Steps
4.1. Actions are being taken to establish new leases for these facilities.

4.2. In the case of the Sports Field, it is infended to establish a new lease with the current
tenant. The service required at the SMA is being reconsidered and options are being
identified.

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

Rob Wallen Roddy Scott
Principal Vice Principal Finance




