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PUBLIC AUDIT AND POST-LEGISLATIVE SCRUTINY COMMITTEE

 
AGENDA

 
5th Meeting, 2016 (Session 5)

 
Thursday 6 October 2016

 
The Committee will meet at 9.00 am in the Robert Burns Room (CR1).
 
1. Decision on taking business in private: The Committee will decide whether to

take items 5, 6 and 7 in private.
 
2. Section 23 report - Audit of higher education in Scottish universities: The

Committee  will  take  evidence  on  the  Auditor  General  for  Scotland's  report
entitled "Audit of higher education in Scottish universities" from—

 
Caroline Gardner, Auditor General for Scotland;
 
Antony Clark, Assistant Director, Tricia Meldrum, Senior Manager, and
Kirsty Whyte, Audit Manager, Audit Scotland.
 

3. Section 23 report - Scotland's colleges 2016: The  Committee  will  take
evidence  on  the  Auditor  General  for  Scotland's  report  entitled  "Scotland's
colleges 2016" from—

 
Caroline Gardner, Auditor General for Scotland;
 
Mark MacPherson, Senior Manager, and Stuart Nugent, Audit Manager,
Audit Scotland.
 

4. Section 22 reports - The 2014/15 audit of Edinburgh College, The 2014/15
audit of Glasgow Colleges' Regional Board: The  Committee  will  take
evidence  on  the  Auditor  General  for  Scotland's  reports  entitled  "The  2014/15
audit  of  Edinburgh  College"  and  "The  2014/15  audit  of  Glasgow  Colleges'
Regional Board" from—

 
Caroline Gardner, Auditor General for Scotland;
 
Mark Roberts, Senior Manager, and Mark MacPherson, Senior Manager,
Audit Scotland;
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Hugh Harvie, Partner, KPMG;
 
Gary Devlin, Partner, Scott-Moncrieff.
 

5. Section 23 report - Audit of higher education in Scottish universities: The
Committee  will  consider  the  evidence  received  at  agenda  item  2  and  take
evidence from—

 
Caroline Gardner, Auditor General for Scotland;
 
Antony Clark, Assistant Director, Tricia Meldrum, Senior Manager, and
Kirsty Whyte, Audit Manager, Audit Scotland.
 

6. Section 23 report - Scotland's colleges 2016: The  Committee  will  consider
the evidence received at agenda item 3 and take evidence from—

 
Caroline Gardner, Auditor General for Scotland;
 
Mark MacPherson, Senior Manager, and Stuart Nugent, Audit Manager,
Audit Scotland.
 

7. Section 22 reports - The 2014/15 audit of Edinburgh College, The 2014/15
audit of Glasgow Colleges' Regional Board: The Committee will consider the
evidence received at agenda item 4 and take evidence from—

 
Caroline Gardner, Auditor General for Scotland;
 
Mark Roberts, Senior Manager, and Mark MacPherson, Senior Manager,
Audit Scotland;
 
Hugh Harvie, Partner, KPMG;
 
Gary Devlin, Partner, Scott-Moncrieff.
 

 
Terry Shevlin

Clerk to the Public Audit and Post-legislative Scrutiny Committee
Room T3.60

The Scottish Parliament
Edinburgh

Tel: 0131 348 5390
Email: terry.shevlin@parliament.scot
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The papers for this meeting are as follows—
 
Agenda item 2  

Auditor General for Scotland report - Universities PAPLS/S5/16/5/1

AGS Briefing - Universities PAPLS/S5/16/5/2

Response from the Student Awards Agency for Scotland
(SAAS)

PAPLS/S5/16/5/3

Written submission from Universities Scotland PAPLS/S5/16/5/4

Agenda item 3  

Auditor General for Scotland report - Colleges PAPLS/S5/16/5/5

AGS Briefing - Colleges PAPLS/S5/16/5/6

Agenda Items 2 and 3  

Response from the Scottish Government - Universities and
Colleges

PAPLS/S5/16/5/7

Agenda Items 2, 3 and 4  

Response from the Scottish Funding Council - Universities,
Colleges, Edinburgh College and Glasgow Colleges Regional
Board

PAPLS/S5/16/5/8

Agenda item 4  

Auditor General for Scotland report - Edinburgh College PAPLS/S5/16/5/9

AGS Briefing - Edinburgh College PAPLS/S5/16/5/10

Auditor General for Scotland report - Glasgow Colleges'
Regional Board

PAPLS/S5/16/5/11

AGS Briefing - Glasgow Colleges' Regional Board PAPLS/S5/16/5/12

Response from Edinburgh College PAPLS/S5/16/5/13

Response from Glasgow Colleges' Regional Board PAPLS/S5/16/5/14

 

http://www.audit-scotland.gov.uk/uploads/docs/report/2016/nr_160707_higher_education.pdf
http://www.audit-scotland.gov.uk/uploads/docs/report/2016/nr_160825_scotlands_colleges.pdf
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PUBLIC AUDIT AND POST-LEGISLATIVE SCRUTINY COMMITTEE 
 

5th Meeting, 2016 (Session 5) 
 

Thursday 6 October 2016 
 

REPORT BY THE AUDITOR GENERAL FOR SCOTLAND 
 

AUDIT OF HIGHER EDUCATION IN SCOTTISH UNIVERSITIES 
 

 

1. The Auditor General’s report Audit of higher education in Scottish universities was 

published on 7 July 2016. It assesses how higher education in universities is funded and 

delivered in Scotland, how it contributes to national strategic objectives, and how well 

equipped the sector is to deal with future financial challenges.  

2. Key messages from the report are: 

 The Scottish higher education sector is successful and internationally renowned. 

Universities play an important role in Scotland’s development, both economically and 

socially. The Scottish Government provided over £1.1 billion funding for universities in 

2014/15, and approximately £623 million funding for individual university students to 

help achieve national strategic objectives, such as making Scotland wealthier and 

fairer, and smarter. Overall Scottish Funding Council (SFC) funding to universities has 

reduced by six per cent in real terms since 2010/11. In contrast, Scottish Government 

funding for university student support increased by approximately 37 per cent in real 

terms over the same period. The Scottish Government has set out a number of policy 

ambitions in relation to higher education. These include supporting world-class 

research and improving innovation, and widening access to university for students 

from deprived backgrounds.  

 The SFC needs to do more to ensure that the funding it receives from the Scottish 

Government makes the maximum contribution to achieving the Scottish Government’s 

higher education policy ambitions. The current funding approaches to research, 

teaching, and widening access make achieving policy ambitions challenging. The SFC 

needs to review its strategies for key areas, such as research and innovation, to 

ensure funding is used to best effect. 
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 Overall, the Scottish higher education sector was in good financial health in 2014/15. 

Universities as a whole had income of £3.5 billion, and generated a surplus of £146 

million. The strong overall financial position masks underlying risks within the sector. 

Surpluses and reserves are concentrated in a small number of universities and some 

are heavily reliant on Scottish Government funding at a time when it is reducing. 

Universities need to continue generating surpluses and reserves and making 

efficiency savings to fund capital costs and subsidise some of their activities. They are 

placing increasing reliance on generating income from fee-paying students from the 

rest of the UK and outside the European Union (EU). 

 In 2014/15, there were 232,570 students studying at Scottish universities, 66 per cent 

of whom were Scottish. Overall student numbers have increased by five per cent over 

the last ten years and the student population is becoming increasingly international. It 

has become more difficult in recent years for Scottish and EU students to gain a place 

at a Scottish university as applications have increased at a greater rate than increases 

in the number of places that the SFC funds for Scottish and EU students. 

 The sector faces a number of significant challenges from increasing costs, potential 

further reductions in Scottish Government funding, and risks to their ability to continue 

to increase income from other sources, particularly fee-paying students from the rest 

of the UK and non-EU countries. The Scottish Government, SFC and universities need 

to work together to plan for, and address, these challenges. Continuing pressure on 

Scottish Government finances in future years means it needs to ensure its approach to 

funding higher education is sustainable if its policy priorities are to be delivered. 
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PUBLIC AUDIT AND POST-LEGISLATIVE SCRUTINY COMMITTEE 
 

5th Meeting, 2016 (Session 5) 
 

Thursday 6 October 2016 
 

Response from Students Awards Agency Scotland, dated 29 September 2016 
 
Audit of higher education in Scottish universities 
 
Thank you for your letter of 14 September to Student Awards Agency Scotland (SAAS) 
concerning the report the Auditor General for Scotland has published, “Audit of higher 
education in Scottish universities”. The report contained the following recommendation 
for the Scottish Government and SAAS to consider. 
 
“Analyse existing student bursary and loan data to identify the impact of current 
student finance polices on different groups of students, such as those from 
deprived backgrounds or part-time students.” 
 
This recommendation will be considered in full, within the work of the forthcoming 
review of student support. The review will commence in October and is due to complete 
by autumn 2017. We fully expect to provide detailed analysis to assist with the 
completion of the review. 
 
For the more immediate term, analysis by Scottish Index of Multiple Deprivation (SIMD), 
will be included, for the first time, in our annual statistics publication. We are due to 
publish this on Tuesday 25 October 2016. 
 
I hope you find this information useful. 
 
  
Yours sincerely 
 
Paul Lowe 
Chief Executive, Student Awards Agency Scotland (SAAS) 
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PUBLIC AUDIT AND POST-LEGISLATIVE SCRUTINY COMMITTEE 

5th Meeting, 2016 (Session 5) 

Thursday 6 October 2016 

Written submission from Universities Scotland, dated 29 September 2016 

 

This summer’s audit of higher education funding in universities is the first Audit 

Scotland examination of the university sector in nine years. It is the only audit that 

Audit Scotland has undertaken of Scottish Government funding for teaching and 

research in Scotland’s universities. 

The findings are significant. It highlights that university funding for teaching, research 

and capital has been cut in real terms. It poses a challenge that: “The Scottish 

Government needs to ensure its approach to funding higher education is sustainable 

in the medium to longer term if policy priorities are to be delivered.”1 

It points to ‘underlying risks’ to Scotland’s university sector as a result of mounting 

funding pressures.2  

 For these reasons we ask the Public Audit Committee to give this report its full 

consideration.  

 We ask the Committee to consider calling witnesses from the university sector. 

Doing so would provide a clear and realistic illustration of the impact this difficult 

funding environment is having on university teaching, research and the estate.  

This short brief sets out:  

1. the funding pressures causing ‘underlying risks’ for Scotland’s 19 higher 

education institutions (HEIs). 

2. University action on the recommendations that Audit Scotland set out for the HE 

sector.  

3. the international context in which universities operate.  

 

1. The funding pressures causing ‘underlying risks’ for Scotland’s 19 higher 

education institutions 

 

Funding for higher education has faced successive cuts over recent years: 

 

 Universities faced a 6% real terms cut to their revenue funding (for teaching 

and research) between 2010-11 and 2014-15. This was compounded with a 

further 6% real terms cut between 2014-15 and 2016-17. The sector has 

                                                                        
1
 Audit Scotland (2016) p52. It is worth clarifying at the outset that Universities Scotland is not questioning the policy of public investment 

in university teaching for Scottish-domiciled students. Our focus is on securing sustainable and competitive levels of public investment.  
2 Audit Scotland (2016) p5 
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therefore seen a total real terms cut in the SFC budget of 12% over the last 6 

years.  

 

 Teaching funding for Scottish-domiciled students does not meet the cost of 

teaching them.  Audit Scotland points to data showing that in 2014/15 every 

Scottish domiciled student was under-funded at only 94% of full costs. The 

teaching grant has been cut again since then. Funding per student is now 

likely to be closer to 90% of full costs. 

 

 Reflecting on pressures on the teaching budget Audit Scotland state: “In 2016, 

the SFC reduced the price per funded place for 2016/17 by 2.9 per cent 

compared to the previous year. This was due to budget pressures, rather than 

a reduction in the cost of teaching…. there is a risk that the SFC’s long-term 

outcome of ‘high-quality learning and teaching’ will not be achieved.”3 

 

 Research funding has reduced in real terms by 7% since 2014/15. This cut 

comes despite significantly improved performance by Scotland’s universities in 

the 2014 Research Excellence Framework. This has meant even deeper cuts 

to research budgets for some universities.  

 

 The number of undergraduate degree places made available is not keeping 

pace with the number of qualified applicants. Audit Scotland points to the fact 

that ‘it has become more difficult for Scottish applicants to be offered a place at 

a Scottish university’. The offer rate to Scottish-domiciled students has fallen to 

50% in 2015. This is down from 57% in 2010.4 The ‘offer rate’ is the number of 

applications to university divided by the number of offers made. Audit Scotland 

states: “the offer rate is recognised as a measure of how difficult it is to get into 

university.”5 

 

 Universities saw their capital funding cut in real terms by 69% between 

2010/11 and 2014-15.6 

 

 The sector faces increasing cost pressures. Audit Scotland identifies employer 

increases to USS and other pension schemes to address deficits, a backlog in 

maintenance of the university estate and increasing national insurance and 

wage bills. It also highlights the transfer of pension liabilities to university 

balance sheets which could make borrowing more difficult and more 

expensive.7 

 

                                                                        
3
 Audit Scotland (2016) p29 

4 Audit Scotland (2016) p43. 
5
 Audit Scotland (2016) p41 

6 £25m of capital funding was announced for universities in Sept 2016 Scottish Government Legislative Programme. It must be match-
funded by the universities themselves. 
7 Audit Scotland (2016) p37-8 
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 Audit Scotland notes data showing that at the sector level a surplus of 6.5% is 

required to cover long-term costs. Audit Scotland has warned that the sector 

surplus is only 2.6%. This sustainability ‘gap’ has grown over recent years.8 

 

2. University action on the recommendations that Audit Scotland set out for 

the HE sector  

The Audit Scotland report makes two clear recommendations for the university 

sector. It encourages further efficiencies in delivery of teaching, research and 

innovation. It suggests further collaboration could be key to this. The report also 

encourages universities to work further diversify sources of income.  

We recognise these areas as important responsibilities and priorities for the 

university sector. Higher education is very alive to efficient practice, to 

collaboration and to income generation. The following sets out university actions 

in this area: 

 

Efficiencies 

 Universities take their responsibilities to deliver their outcomes efficiently very 

seriously.  

 Audit Scotland notes universities’ strong performance on efficient practice 

noting that they exceed the public sector target.9 

 Universities have generated £200 million of new efficiencies over the last four 

years.  

 Scotland’s HE sector was one of the very first to establish a collaborative 

procurement service, APUC, with colleges back in 2007. Doing so now means 

that 30% of spend in the HE and FE sector is through joint procurement (cf. 

around 25% in English HE).  

 Collaborative procurement generates annual efficiencies of £31 million, relative 

to market price, for HE and FE. This is in addition to figures immediately above. 

 There are over 170 examples of collaborative or shared services in the HE 

sector, including partnerships with other organisations across the public and 

private sectors. 

 Universities Scotland has run a sector-wide efficiencies taskforce, led by 

Professor Sir Ian Diamond, since 201//12. The group works to identify and 

deliver efficiencies and increased productivity in four areas: business 

processes, shared services, ICT and the university estate. It has reported 

annually to the Scottish Government and online.10 

Collaboration 
                                                                        
8 Audit Scotland (2016) p49 
9 Audit Scotland (2016) p35 
10 Universities Scotland (2012-16) Working Smarter http://www.universities-scotland.ac.uk/publications/  

http://www.universities-scotland.ac.uk/publications/
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 Collaboration is a defining feature of Scottish higher education. This has been 

observed and commented on by external evaluations on more than one 

occasion. As follows: 

“A joined-up and collaborative sector…Evidence for this includes innovations in 
teaching, Scottish research pools, a collaborative approach to quality 
assurance... It is strongly felt that working in partnership is ‘part of the DNA of 
the Scottish sector”. 

British Council, 2013, Assets report.11 
 

“While collaboration has always been a core part of academic development, in 
this challenging financial environment and a competitive market, the sector is 
becoming increasingly ambitious and innovative”. 

Ernst & Young, 201312 
 

Income generation & diversifying income streams 

 Universities generate £2.4 billion of income from competitively-won and private 
sources every year in return for the £1.1 billion on investment from the Scottish 
Funding Council. That is an impressive leverage that makes every public pound 
invested into HE go a lot further. As a sector, our ability to generate leverage 
does depend on having public funding there at the core.  

 In 2014/15, universities’ income from non-EU student fees was £445m. This 

made up 47% of their total ‘tuition fee and educational contract’ income (up 

from 42% in 2009-10).  

 Universities will continue to pursue international student recruitment but their 

potential to do so is limited because of the anti-competitive nature of UK 

immigration policy which sees Scotland (and the UK) make a less attractive 

offer to prospective international students than our key English-language 

speaking competitors of Canada, Australia, New Zealand and the US.  

 Research is another area in which Scotland uses the core public funding to 

generate significant volumes of external funding. Scotland wins around 10% of 

the total funding from UK Research Councils worth £323.5m. Scottish HEIs 

also win 14% of competitive funding from UK-based charities – well above 

proportional returns, in terms of population size. The dual-support funding 

model is key to this. The Research Excellent Grant (REG) from the Funding 

Council is core funding for universities. It supports the research teams and 

infrastructure. Having this in place also helps universities to go out and win 

research grants from other sources. 

 

3. The international context in which universities operate 

Higher education is global and Scotland’s universities are currently very 

successful on the world stage. 
                                                                        
11

 British Council Scotland (2013) A Strategic Analysis of the Scottish Higher Education Sector’s Distinctive Assets 
12

 Ernst & Young (2013) An Assessment of Shared Services in Scotland’s Higher Education Sector 
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Scotland has 5 universities in the top 200 in the world and 12 universities in the 

top 5% of universities across the world.13 That is a phenomenal achievement. This 

performance in rankings is based on the quality of teaching, research, and income 

from industry amongst other factors. 

It is this level of quality that makes staff and students from across the world 

choose Scotland over other options. The quality of HE on offer is one of the 

reasons that Scotland is chosen as a location for inward investment by multi-

national companies. Scottish research and our graduate talent pools beat that 

which is available in other nations.14  

It is this level of quality that means universities take every £1 of Scottish 

Government investment and go out and win another £2.40 direct from other 

sources. Investment in research has an immediate 3:1 leverage. It is what makes 

our contribution of £7.2 billion GVA to the Scottish economy every year.15 We can 

only make public investment go that much further because we are successful 

when we compete nationally and internationally.  

Universities’ competition isn’t in the next city, or even the next country. Their 

competition is the best there is across the world. We need to be ambitious to be 

the best and to stay the best. Doing so will deliver the biggest returns for Scotland. 

The 2017 world rankings are a great achievement but they do contain a warning. 

Four of Scotland’s five universities in the top 200 fell in the rankings this year.16 

International competition is fierce. That is why sustainable public investment is so 

important to the sector. Our ambition has to be that we are funded at a level that is 

sustainable and internationally competitive. 

Thank you for the consideration you have given to these points. 

Further information: Susannah Lane, Head of Public Affairs, Universities Scotland 

susannah@universities-scotland.ac.uk  

                                                                        
13 Times Higher World University Rankings (2007, September) 
14 Universities Scotland (2014) Grow, Export, Attract Support. FMC Technologies, Daktari, Toshiba Medical, Samsung, GlaxoSmithKline 
have all invested in recent years citing university R&D and graduates as key factors. 
15 Biggar Economics (2015) 
16 Times Higher World University Rankings (2007, September) 

mailto:susannah@universities-scotland.ac.uk
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PUBLIC AUDIT AND POST-LEGISLATIVE SCRUTINY COMMITTEE 
 

5th Meeting, 2016 (Session 5) 
 

Thursday 6 October 2016 
 

REPORT BY THE AUDITOR GENERAL FOR SCOTLAND 
 

SCOTLAND’S COLLEGES 2016 
 

 

1. The Auditor General’s report on Scotland’s Colleges was published on 25 August 2016. 

The report provides an update on the reform of the college sector and the impact this (and 

other changes) have had on students and staff. The financial position of the sector, and 

some of the underlying issues which colleges face, are reflected upon. The report also 

comments on some recent governance issues with colleges and reflects on the role of the 

Scottish Funding Council (SFC) in relation to these.   

2. Key messages from the report are: 

 The college sector has continued to exceed activity targets but colleges are still 

adjusting to substantial changes that affect how they operate. The Scottish 

Government has not yet clearly articulated how it will measure and report the benefits 

of its programme of reform, and some of its proposed measures lack baseline 

information. The SFC intends to publish its estimate of the total costs of mergers in 

August 2016. However, this will not include costs of harmonising staff terms and 

conditions, which could be significant. Only one of the three regional bodies was able 

to perform the role expected of it in 2014-15 and 2015-16. 

 The number of under-25 year olds in full-time education at college has increased by 

14 per cent in the last eight years. Student numbers overall have decreased by 41 per 

cent over the same period, and part-time students by 48 per cent. Most of the 

reductions in student numbers have been among women and people aged over 25. 

The gender balance is now broadly equal overall but there are significant differences 

between subjects. The overall percentage of full-time further education students 

successfully completing their course increased year-on-year between 2009-10 and 

2013-14, from 59 to 66 per cent, but dropped to 64 per cent in 2014-15. At least 82 per 

cent of students who left in 2013-14 went on to a positive destination. 
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 Full-time equivalent (FTE) staff numbers decreased by nine per cent between 2011-12 

and 2013-14 and increased by five per cent in 2014-15. Staff feedback on the impact 

of mergers is mixed. 

 The overall financial health of the sector is relatively stable. Our analysis indicates four 

colleges with underlying financial challenges. Colleges do not have long-term financial 

plans which would help them prepare for and address further financial pressures, such 

as national collective bargaining, estate maintenance and student support funding. 

The Scottish Government’s current approach to funding colleges for depreciation is 

complex, and creates a degree of uncertainty for colleges. 

 The College Good Governance Task Group’s recommendations should mitigate the 

risk of significant governance failures. While the SFC undertakes a range of 

monitoring and engagement within the college sector, this has not always resulted in 

timely and effective resolution of problems and issues. Despite the many changes in 

accountability arrangements in the sector, the Scottish Government has not 

undertaken a comprehensive review of the SFC’s role in the last ten years. The 

Scottish Government’s end-to-end review of the enterprise and skills agencies in 

Scotland provides an opportunity to re-examine and clarify the SFC’s role.  
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PUBLIC AUDIT AND POST-LEGISLATIVE SCRUTINY COMMITTEE 
 

5th Meeting, 2016 (Session 5) 
 

Thursday 6 October 2016 
 

Response from the Scottish Government, dated 29 September 2016 
 
Thank you for your letters of 14 September inviting me to provide brief responses to the 
relevant parts of the Audit Scotland reports: 
 

 Audit of higher education in Scottish universities; and 

 Scotland’s colleges 2016 
 
I am writing to you with a single, consolidated response. 
 
We acknowledge the interest shown by Audit Scotland in the college and university sectors, 
both of which sit at the very heart of the Scottish Government’s vision for Scotland's 
education system as one of the very best in the world.  In that context, the reports have 
contributed to our on-going engagement with both sectors. 
 
The reports included specific recommendations directed to the Scottish Government, alone 
or together with the Scottish Funding Council (SFC) or the Student Awards Agency Scotland 
(SAAS). The Scottish Government’s response to those recommendations is set out in an 
annex to this letter. 
 
I hope that this input is helpful to the Public Audit Committee in its consideration of the 
reports. 
 
Yours sincerely 
 
 
PAUL JOHNSTON 
DIRECTOR-GENERAL LEARNING & JUSTICE, SCOTTISH GOVERNMENT
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Audit of higher education in Scottish universities 
 
Recommendation: The Scottish Government should ensure future decisions on levels 
of funding for higher education, and the areas funded, fully support its longer-term 
higher education policy ambitions. It should ensure that it is clear about its policy 
priorities where budgets remain under pressure.  
 
The Scottish Government has always made sure that its decisions have fully supported its 
longer-term higher education policy ambitions, and made it clear to universities, through the 
SFC, which priorities are key and will continue to do so. Our ambitions to see Scotland’s 
universities remain excellent, competitive, and accessible are underpinned by the substantial 
investment we continue to provide to the sector – more than £1 billion each year since 2012-
13 – at a time when the Scottish Government’s budget has been significantly reduced by the 
UK Government. 
 
We are of the view that clarity on priorities is adequately and appropriately provided through 
the Ministerial Letter of Guidance sent to the SFC ahead of the decision on allocation to 
individual universities. It is also set out in the draft budget document and in the Programme 
for Government. 
 
Recommendation: The Scottish Government should progress work on implementing 
the recommendations of the Commission on Widening Access. 
 
Since the report’s publication we have been working hard on implementation. An early 
priority is appointing a Commissioner for Fair Access, and we are working to make an 
appointment shortly. Ministers and officials have also met with key partners including 
Universities Scotland, the SFC and SAAS to commence work on the development of detailed 
implementation plans. That work is progressing well and we will announce more detail on 
implementation once this has been discussed with the Commissioner. 
 
Recommendation: The Scottish Government and SFC should ensure they have a 
shared understanding of the impact of policy and funding decisions, taken by both 
the SFC and Scottish Government, on the SFC’s ability to maximise its contribution to 
achieving the Scottish Government’s higher education policy ambitions. 
 
The Scottish Government and the SFC work very closely to deliver the best outcomes for the 
substantial public investment in the sector. There is a regular dialogue which ensures that 
policy and funding decisions, and their implications, are fully understood. The Scottish 
Government also works closely with the SFC in relation to supporting the Outcome 
Agreement process, which represents an important step forward in understanding the impact 
of policy and funding decisions. 
 
Furthermore, the regular engagement between the Scottish Government, the SFC and the 
sector itself, including through the recently-established Strategic Funding Group, facilitates 
shared understanding of the impact of policy and funding decisions. 
 
Recommendation: The Scottish Government and SFC should undertake and publish 
research on trends in applications, offer rates and acceptances for Scottish university 
places to assess what impact the limits on funded places are having on access to the 
university system for Scottish and EU students. They should consider the 
implications of this research for existing policy ambitions and funding approaches. 
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The Scottish Government remains clear that access to higher education in Scotland for 
Scottish-domiciled students should be on the basis of ability to learn, and not the ability to 
pay. The investment of more than £1 billion each year since 2012-13 has meant that the 
SFC is now supporting more funded places (Full-Time Equivalents) than it did in that year. 
We have established a Strategic Funding Group, consisting of Universities Scotland-
nominated Principals, the SFC and Scottish Government officials to consider our wider 
ambitions for excellence and equity in the sector, alongside the current funding climate.   
 
With regard to the specific recommendation on undertaking research and publishing trends, 
there is a considerable volume of information already available in this area. Nevertheless, 
the Scottish Government will work with the SFC and the Commissioner for Fair Access to 
identify where additional work may be required. 
 
Recommendation: The Scottish Government, SFC and universities should progress 
plans to develop a long-term framework, as set out in the Scottish Government’s 2015 
Draft Budget document, for the Scottish Government and the higher education sector 
to work together to maximise the benefits of higher education for Scotland. 
 
The Scottish Government remains committed to agreeing a long-term framework or Compact 
with the sector, the further development of which forms part of the remit of the Strategic 
Funding Group outlined above. 
 
Recommendation: The Scottish Government, SFC and universities should progress 
work to develop an agreed approach to achieving the national targets for widening 
access. 
 
The Scottish Government swiftly accepted the ambitious but realistic targets recommended 
by the Commission on Widening Access, and we have been clear that it is the duty of the 
whole education system and policymakers to ensure these targets are met.  We recognise, 
however, that although all institutions must contribute to this national ambition, universities 
cannot deliver this in isolation.  We have noted the sector’s concerns over SIMD – but view 
this as a robust, sophisticated measure to track national progress.  As the Commission’s 
report indicates, there is scope for individual institutions to be subject to a more nuanced, 
rounded evaluation of progress on a range of measures.   
 
We welcome the university sector’s initial thoughts in response to the Commission’s report. 
We will continue to work closely with them to ensure the impact of these proposals matches 
the ambitions of the Commission on widening access.  Ministers and officials have also met 
with key partners including Universities Scotland, the SFC and SAAS to commence work on 
the development of detailed implementation plans. 
 
Recommendation: The Scottish Government and Student Awards Agency Scotland 
(SAAS) should analyse existing student bursary and loan data to identify the impact 
of current student finance policies on different groups of students, such as those 
from deprived backgrounds or part-time students. 
 
This recommendation will be considered within the work of the forthcoming review of student 
support. 
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Scotland’s colleges 2016 
 
Recommendation: The Scottish Government and the SFC should specify how they will 
measure and publicly report progress in delivering all of the benefits that were 
expected from regionalisation and mergers, in line with our recommendation from last 
year, which was endorsed by the Public Audit Committee. 
 
Recommendation: The Scottish Government and the SFC should publish information 
on the costs and savings achieved through the merger process, in line with our 
recommendation from last year, which was endorsed by the Public Audit Committee. 
 
As the report acknowledges, the Scottish Government informed PAC in December 2015 that 
we “would work with the SFC to report the benefits, costs and savings of mergers, based on 
the SFC’s two-year post-merger evaluations of colleges which merged in 2012-13 and 2013-
14”.  The SFC’s overview of its two-year evaluations was published on 22 August.  Among 
other things, it sets out that it has taken less than 18 months for the original costs of merger 
to be covered by the savings. 
 
Now that the SFC overview is available, the Scottish Government plans to bring together - in 
a concise narrative - the story of reform, drawing on the benefits we identified in the 2011 
pre-regionalisation consultation paper College Regionalisation: Proposals for Implementing 
Putting Learners at the Centre and the available published evidence of the progress that has 
since been made (e.g.  the June 2016 report College Outcome Agreement: Summary of 
Progress and Ambitions and the recent SFC merger overview report).   In such an analysis, 
we would naturally draw out the five broad areas that capture better outcomes for learners to 
which the report refers: attainment, retention, articulation, positive destinations and student 
satisfaction. 
 
Recommendation: The Scottish Government and the SFC should work with colleges 
to determine the current condition of the college estate and prepare a plan to ensure 
that it is fit for purpose. 
 
The Scottish Government has asked the SFC to conduct a review of the estate needs of the 
sector.  It is currently considering how best to take this forward.  
 
Recommendation: The Scottish Government and the SFC should use the Scottish 
Government’s end-to-end review of the skills agencies in Scotland to re-examine, 
clarify and set out the role of the SFC, particularly in relation to college governance. 
 
The Enterprise and Skills Review is examining the role of the SFC, along with other public 
agencies, with a view to ensuring that they deliver the joined up support that learners, 
businesses and other stakeholders need.  However, the report of the Ministerial Task Group 
on College Governance considered the role of SFC, and reported that the SFC is adopting a 
pro-active, risk-based, differentiated approach to assurance that the terms and conditions of 
its grant are being met and bringing wider performance and quality issues within its new 
assurance framework for financial sustainability and governance. 

Recommendation: The Scottish Government and the SFC should identify and 
implement a better approach to allocating depreciation budgets to colleges. 
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This is a complex area on which the Scottish Government and SFC have been working 
closely with the sector since reclassification to identify an approach which continues to 
benefit the sector as a whole, whilst also adhering to central government and FE/HE sector 
guidance.  All parties are committed to close working on this important matter and recently 
attended the first of a series of workshops set up to progress this.   
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PUBLIC AUDIT AND POST-LEGISLATIVE SCRUTINY COMMITTEE 
 

5th Meeting, 2016 (Session 5) 
 

Thursday 6 October 2016 
 

Response from Scottish Funding Council, dated 29 September 2016 
 
I have pleasure in writing with our reply to the Committee’s letters dated 14 
September 2016, requesting responses to the relevant parts of the following four 
reports from the Auditor General for Scotland: 
 

 Audit of higher education in Scottish universities 

 Scotland’s colleges 2016 

 2014-15 audit of Edinburgh College 

 2014-15 audit of Glasgow Colleges’ Regional Board 

Our detailed responses are set out in the four annexes to this letter. In the rest of this 
letter I provide the Committee with a high level overview of the college and university 
sector in order to set these more detailed responses in some context.  
 
We aim to have effective partnerships with colleges and universities through 
outcome agreements that ensure that the investment we make in further and higher 
education will mean better outcomes for students, communities and businesses and 
will have a positive impact on society and on the economy.  And we are working 
closely with other organisations with a part to play in achieving the Scottish 
Government’s national priorities for a better Scotland.  
 
College sector 

In recent years the college sector has undergone significant reform in its structure, 
governance and operations.  In our recent publication, ‘Impact and success of the 
programme of college mergers in Scotland’ we assessed the structural changes that 
have re-shaped the college sector in Scotland from 43 individual colleges to thirteen 
college regions.   Our overall conclusion is that the implementation and outcome of 
the merger programme has been a success, though we recognise that some 
colleges are still addressing particular challenges of merger, including financial and 
operational issues.  SFC and the sector has learned lessons as a result of this 
evaluation process and in addition to referencing good practice, the report also 
highlights what would need to be addressed in any future mergers.  Given the 
importance of this report, we have attached a copy for the Committee’s reference. 
 
In terms of impact, the college sector continues to perform well across most 
measures: 
 

 Colleges have taught over 116,000 full-time equivalent students in each year 
since the beginning of the mergers. 
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 The proportion of school leavers from Scottish state schools progressing to 
further or higher education has increased from 51% in 2007-08 to over 60% 
in recent years. 

 The proportion of full-time FE students successfully completing their course 
has risen from 58% in 2008-09 to 64% in 2014-15, and from 64% to 71% for 
HE students. 

 While this shows an improving trend over time, the proportion of full-time FE 
students successfully competing in 2014-15 was 1.9 percentage points lower 
than in 2013-14, and for HE students was 0.1 percentage points lower. 

 Positive destinations for college leavers increased from 91.5% in 2013-14 to 
95.6% in 2014-15 (for confirmed destinations). The increase was for those 
entering further study, which was up 4.1 percentage points, with those 
entering employment reducing by 3.0 percentage points.  

 Enrolments on non-recognised qualifications have fallen by nearly 40% since 
2012-13. 

Looking ahead, the key challenges for the college sector include: 
 

 continuing to improve the student experience, when performance is already 
at historically high levels; 

 using the capacity in the college sector to continue to develop new learner 
journeys linking school, college and sometimes university; and 

 in the context of general public spending pressures, financial sustainability.  

University sector 

Reports over the last few weeks have confirmed that the Scottish university sector 
continues to be one of the most successful in the world: 
 

 Five of Scotland’s universities are in the top 200 worldwide, according to the 
2017 Times Higher Education world university rankings, which is more per 
head of population than almost any other country. 

 In the 2016-17 QS World University Rankings Scotland has maintained its 
position of three universities in the top 100 and four in the top 200. 

The statistics on student success show a generally positive picture, albeit with areas 
for improvement: 
 

 In past years the sector has delivered beyond its funded places target. In 
2015-16 the sector taught 8,500 full-time equivalent students beyond the 
number of funded places, representing 6.5% of the total for Scottish and EU 
students eligible for funding. 
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 As already noted, the proportion of school leavers from Scottish state 
schools progressing to further or higher education has increased from 51% 
in 2007-08 to over 60% in recent years. 

 The number of Scottish students studying at degree level has been steadily 
increasing in recent years, and for 2014-15 was at an all-time high. 

 The proportion of Scottish-domiciled undergraduate entrants to universities 
from the 20% most-deprived areas has risen over the past five years from 
12.8% to 14.1%, although we recognise that we need to make more 
significant progress on this issue. 

 Focusing in on the school leaver cohort highlights a greater challenge, as 
9.6% of the school leavers entering year 1 at university are from the 20% 
most deprived areas.   

 In 2014-15, 95.1% of UK domiciled leavers from full-time undergraduate 
courses at Scottish HEIs were successful, in terms of being in employment 
or further study, six months after leaving.   

In the area of research, Scotland’s performance is very good, demonstrated by the 
results of the most recent Research Excellence Framework in which the Scottish 
sector increased the proportion of Scottish research graded at the highest level, and 
matched or exceeded the performance of the other UK nations.  We are seeking to 
improve the impact of that success on inclusive economic growth through several 
strategies, including Innovation Centres.  Today, we have published a review by 
Professor Graeme Reid on progress with the Innovation Centre programme. 
Professor Reid is of the view that the innovation centres are making good progress 
and that there are ways by which the programme could be enhanced for the future, 
and his recommendation identify these actions.  Again, given the importance of this 
report, I have included a copy for the Committee. 
 
Like the college sector, the university sector also faces short, medium and long-term 
challenges, some of the most significant of which are: 
 

 the impacts of Brexit; 

 continuing to widen access to a broader profile of Scottish society; and 

 although the financing of the university sector is significantly different from 
that of the college sector, the constraint on public spending is a significant 
factor.  

I hope the foregoing and the attached detailed responses will be helpful to the 
Committee.  

 
Yours sincerely, 
 
John Kemp 
Interim Chief Executive 
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 Audit of higher education in Scottish universities 

The Scottish Government and SFC should ensure they have a shared 
understanding of the impact of policy and funding decisions, taken by both the 
SFC and Scottish Government, on the SFC’s ability to maximise its 
contribution to achieving the Scottish Government’s higher education policy 
ambitions 

We agree with this recommendation, though we believe that this an area where there 
is already a great deal of shared understanding. 
 
The responses to the other matters in this annex describe the detail of how SFC will 
address this recommendation, principally through: 
 

 the new Strategic Funding Group, which includes Scottish Government, 
Scottish Funding Council and Universities Scotland; and 

 in collaboration with key stakeholders, SFC’s work to improve outcome 
agreement alignment, content and reporting. 

The Scottish Government and SFC should undertake and publish research on 
trends in applications, offer rates and acceptances for Scottish university 
places to assess what impact the limits on funded places are having on access 
to the university system for Scottish and EU students. They should consider 
the implications of this research for existing policy ambitions and funding 
approaches. 

SFC will work with the Scottish Government and Commissioner for Fair Access on 
the detail of this recommendation.   
 
There is a wealth of data available through UCAS and HESA on applications, offers 
acceptances and places filled by Scottish and EU students. In 2014-15 the number 
of Scottish domiciled first degree students at Scottish HEIs was at a record high and 
the proportion of Scottish state school leavers going into higher education has 
increased from 30% in 2017-08 to 37% from in 2014-15.   
 
The SFC should ensure it has strategies for research and innovation that set 
out clearly: 

 what the SFC’s aims and objectives are for these areas 

 how it plans to achieve its aims and objectives 

 how performance will be measured 

 align with the outcomes and activities in the SFC’s new strategic plan 
and Scotland’s Economic Strategy 

 
We agree with this recommendation. 
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As reflected in the responses to other recommendations and to take account of the 
conclusions from the Enterprise and Skills Review (when it has concluded), SFC will 
now review its existing strategies and approaches for research and innovation to 
maximise their impact and alignment. 
 
SFC’s current research strategy is stated in the 2015-18 Strategic Plan. The top 
three priorities in this strategy being: to prioritise investment in research on 
developing world-leading and internationally excellent research; to invest 
strategically in collaborative research initiatives – such as research pooling – which 
increase Scotland’s research competitiveness and achieve value for money; and to 
work with universities and other stakeholders to leverage increased levels of 
research investment into Scotland.   
 
SFC’s current measures of performance include the assessment of research 
excellence in the UK-wide REF exercise and the share of UK research council 
funding that Scotland’s universities attract.  SFC’s use of both formulaic and strategic 
funding is targeted at excellence and this selectivity has formed the basis of SFC’s 
strategy for retaining and developing the sector’s strong international 
competitiveness.  SFC has established a working group to examine the support of 
research excellence in Scotland in future years. 
 
SFC’s innovation strategy, as expressed in SFC’s Strategic Plan, is focussed on 
inclusive economic growth arising from college and university innovation support and 
on the two-way flow of ideas stimulating the academic sectors as well as businesses.  
To achieve this SFC has focussed its current investments principally on Interface 
and the Innovation Centre programme.   SFC’s Innovation strategy will be guided by 
the review of the Innovation landscape being carried out by Scottish Government 
and will be highly dependent on the recommendations of the current Enterprise and 
Skills review. 
 
The SFC should finalise its long-term capital investment strategy 

We agree with this recommendation. 
 
A draft long-term capital investment strategy is being prepared for discussion at the 
next Board meeting of SFC.  The strategy will be a living document which will focus 
on prioritisation of capital investment in a more or less resource-constrained 
environment, considering both need and opportunity in both university and college 
sectors.  The capital investment strategy will extend to include digital and our 
approach to lowering the carbon footprint of the sectors’ estate. 
 
The SFC should ensure decisions on funding and activities in key areas, such 
as research, innovation, and teaching, fully align with, and support, achieving 
the Scottish Government's policy ambitions 

We agree with this recommendation. 
 
SFC’s 2015-18 Strategic Plan sets out how its strategies and actions map across to 
the four priorities of Scotland’s Economic Strategy: investment, innovation, inclusive 
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growth and internationalisation.  Working with Scottish Government, SFC will 
continue to fine-tune its Performance Management Framework to ensure that 
alignment is maintained and to take account of the conclusions of the Enterprise and 
Skills Review and future letters of guidance. 
 
In August of this year the SFC, Scottish Government and Universities Scotland 
established the Strategic Funding Group. This tripartite working group considers the 
‘longer term financial requirements to support a flourishing university sector 
delivering high quality teaching and research excellence and opportunities for further 
efficiencies and enhanced productivity’. It looks at the support necessary to maintain 
a world-class university sector and identifies ways to increase the contribution of 
universities to shared priorities including widening access and economic growth. This 
Group will also consider the implications of the outcome of the EU Referendum and 
how these might be managed to best effect.  
 
Outcome agreements also offer a significant vehicle for the SFC, Scottish 
Government and the university sector to work together to achieve the policy 
ambitions of the Government. They are intended to help universities demonstrate 
their distinct contribution to the Scottish Government’s priorities as set out in the 
Scottish Economic Strategy, the Programme for Government and in Ministerial 
Letters of Guidance to SFC.  SFC, Scottish Government and the university sector 
continue to work closely together to refine the outcome agreement process and to 
improve reporting (see below). 
 
The SFC should finalise its performance management framework to enable it 
to assess and report publicly on its progress in implementing its strategic plan 

We have implemented this recommendation. 
 
SFC’s Performance Management Framework has now been revised to reflect the 
new strategic plan (although it will be subject to continuous development).  Going 
forward, that will be a key source for the information published in SFC’s annual 
report and accounts on progress with SFC’s strategic plan. 
 
The SFC should regularly assess and clearly report on the performance of the 
higher education sector, including its financial health 

We agree with this recommendation. 
 
SFC will continue to develop its existing outcome agreement reporting 
arrangements, which will include financial health in the future. 
 
SFC uses a set of National Measures to assess and monitor the performance of the 
university sector. The outcome agreement process has twelve measures for which 
there is a time series of data broken down by individual universities. The measures 
cover key access and retention statistics broken down by protected characteristics 
and other key groups. There is also key information collected by the Higher 
Education Statistics Agency (HESA); for example, graduate destinations and UK 
Performance Indicators.   
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Much of this information is published in ‘University Outcome Agreement – Summary 
of Progress and Ambitions’ and ‘Learning for All: Measures of Success’. We will 
continue to reflect on how this can be developed.  Information on financial health will 
be added to future outcome agreement publications.  
 
The SFC should review the outcome agreement process, with universities and 
the Scottish Government, to ensure that: 

 it is fully aligned with the SFC’s new strategic plan 

 outcome agreements provide sufficient assurance that public funding 
is contributing effectively to delivering national objectives 

 individual universities’ performance against targets is presented in a 
transparent and consistent way in the outcome agreements. 

We agree with this recommendation. 
 
The next iteration of our outcome agreement guidance (to be published within the 
next few weeks) will reflect our new strategic plan.  
 
Building on existing arrangements, SFC is meeting regularly with the Scottish 
Government to review and refine the national priorities within the Outcome 
Agreement guidance and to set overall targets for the sector, ensuring alignment 
with SFC’s strategic plan. From early in 2017 SFC will review the outcome 
agreement arrangements in collaboration with Scottish Government and Universities 
Scotland to: 
 

 ensure that aspirational targets for individual institutions are set over the 
three year period of the Outcome Agreement, which support national 
priorities and targets; and 

 improve the consistency of how performance is reported. 

The Scottish Government, SFC and universities should progress plans to 
develop a long-term framework, as set out in the Scottish Government’s 2015 
Draft Budget document, for the Scottish Government and the higher education 
sector to work together to maximise the benefits of higher education for 
Scotland 

We agree with this recommendation. 
 
As already noted, in August of this year the SFC, Scottish Government and 
Universities Scotland established the Strategic Funding Group, which will consider 
the development of appropriate long-term frameworks and strategies.  
 
The Scottish Government, SFC and universities should progress work to 
develop an agreed approach to achieving the national targets for widening 
access. 

We agree with this recommendation. 
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SFC staff worked closely with Scottish Government colleagues in on the joint 
secretariat that supported the Commission on Widening Access to develop the 
Blueprint for Fairness report, in which the targets are contained.  SFC is now 
meeting with Scottish Government staff fortnightly to implement the report. We will 
also work with Universities Scotland in its implementation. 
 
Universities should work individually, across the sector, and with partners, to 

 further develop efficient ways of delivering high-quality teaching, 
research, and innovation. This includes looking at different ways of 
working, such as increased collaboration, joint provision, and the use 
of new technologies 

 identify further opportunities to diversify, and maximise, income 
streams as part of ensuring their longer-term financial sustainability. 

Although this recommendation is addressed to the university sector, SFC will work 
with it to build on existing work to continually enhance efficiency and maximise 
income streams.  SFC has discussed this recommendation with Universities 
Scotland, which has confirmed that it would be very happy to provide a full response 
to the Committee. 
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Scotland’s colleges 2016 

The Scottish Government and the SFC should specify how they will measure 
and publicly report progress in delivering all of the benefits that were expected 
from regionalisation and mergers, in line with our recommendation from last 
year, which was endorsed by the Public Audit Committee 

Since the Auditor General’s Report was published, the SFC has reported on the 
merger programme in ‘Impact and success of the programme of college mergers in 
Scotland 2012-13 and 2013-14’, published on 22 August 2016.  This describes the 
impact of the merger programme and the impact of the larger colleges created by the 
programme. In most cases these merged colleges are regional colleges.  
 
The Scottish Government and the SFC should publish information on the 
costs and savings achieved through the merger process, in line with our 
recommendation from last year, which was endorsed by the Public Audit 
Committee 

We agree with this recommendation. 
 
SFC’s report ‘Impact and success of the programme of college mergers in Scotland 
2012-13 and 2013-14’ included information for each merger on both savings and 
costs.  We did not include the costs of harmonisation of salaries for all colleges, 
though we are working to fully establish these. Care is being taken to ensure the 
harmonisation costs identified are those which relate directly to the mergers, as 
distinct from those additional costs which stem from the separate decision to move 
towards pay harmonisation across the sector. 
 
The Scottish Government and the SFC should work with colleges to determine 
the current condition of the college estate and prepare a plan to ensure that it 
is fit for purpose 

We agree with this recommendation. 
 
SFC is currently commissioning the production of a baseline report on the condition 
of the college estate. Thereafter SFC will undertake a comprehensive review of the 
capital needs of the college estate and develop a long-term plan. SFC aims to have 
this in place by the early part of the 2017-18 financial year and to reflect it in future 
iterations of the Council’s 10-year infrastructure strategy.  
 
The Scottish Government and the SFC should use the Scottish Government’s 
end-to-end review of the skills agencies in Scotland to re-examine, clarify and 
set out the role of the SFC, particularly in relation to college governance 

The Scottish Government has stated that the Enterprise and Skills review is focused 
on the role of the support offered by our enterprise and skills agencies, including 
Scottish Enterprise, the Scottish Funding Council, and Skills Development Scotland, 
with a view to ensuring that they are delivering the joined-up support that young 
people, universities, colleges, training providers, businesses and the workforce need. 
The Scottish Government has also stated that the Review will be taken forward in 
two stages, with the first stage concluding shortly.  
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With regard to college governance, SFC’s role is now focussed on ensuring 
compliance with the Scottish Public Finance Manual, through SFC’s Financial 
Memorandum with colleges, a copy of which is available here: 
 

 http://www.sfc.ac.uk/guidance/Governance/FinancialMemorandum/financial_
memorandum.aspx   

The SFC has also supported the work of the Good Governance Task Group which 
was chaired by the Cabinet Secretary for Education and Lifelong Learning in early 
2016 and considered a range of issue relating to college governance. The SFC has 
also supported the  development of the ‘Code of Good Governance for Scotland’s 
Colleges’, which SFC has formally endorsed using its powers under the Further and 
Higher Education (Scotland) Act 2005.  Compliance with the Code is therefore now a 
condition of SFC’s funding. 
 
The Scottish Government and the SFC should identify and implement a better 
approach to allocating depreciation budgets to colleges 

We agree with this recommendation. 
 
The key issue in this area concerns the establishment of a proportionate mechanism 
for approval of colleges’ proposed utilisation of depreciation funds; the existing 
process involves detailed interaction between SFC, Scottish Government and 
Colleges Scotland. Colleges need to have certainty in this area in the context of 
maintaining effective budgetary control and financial management arrangements.  
This is a complex matter and SFC is continuing to work closely with Scottish 
Government and colleges to develop an enhanced approach for the application of 
depreciation funds.   
 
The SFC should require colleges to report how they have spent depreciation 
cash funding in their accounts, including a breakdown of the spending 

We agree with this recommendation. 
 
Additional guidance has been included in SFC’s Accounts Direction to colleges for 
the year ending 31 July 2016.  Where a college has incurred a deficit as a result of 
spending net depreciation funds, it is required to include a note and table in the 
annual report and accounts explaining how the funds have been accounted for and 
the impact on the operating position for the year.  The Direction includes an 
illustrative form of words which colleges can supplement if necessary to reflect local 
circumstances.  
 
The SFC should explore with colleges a way to better assess demand for 
college courses across Scotland 

We agree with this recommendation. 
 
SFC works with the college sector to set activity targets for outcome agreements. 
We use as the main evidence base our demographic model, which helps to align the 
number of college places to the needs of each region. The demographic model 

http://www.sfc.ac.uk/guidance/Governance/FinancialMemorandum/financial_memorandum.aspx
http://www.sfc.ac.uk/guidance/Governance/FinancialMemorandum/financial_memorandum.aspx
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essentially aims to quantify the number of young people in the region who are not at 
school or university or are not in a job or training programme.  The demographic 
model also quantifies those claiming Job Seekers Allowance (JSA) in the 20 to 24 
age-group and older students who have been claiming JSA for more than a year or 
are from the most deprived areas.  We also provide places to each region to upskill 
those in employment to help advance the economy. SFC also take into account 
colleges’ performance against previous years’ targets, specific regional factors in 
relation to supply and demand, and institutional sustainability (i.e. so that there are 
no large swings in activity targets year on year). 
 
Taking account of the recommendation, SFC will now work with the Scottish 
Government and colleges to adapt the parameters in the model for future years to 
reflect changing priorities and regional situations.  
 
We have also worked with Colleges and Government on the collection of consistent 
application data across Scotland in order to better understand demand. We will work 
with these partners to widen that project to all colleges. 
   
The SFC should publish information about leaver destination at national, 
regional and college levels 

SFC published the ‘College Leaver Destinations 2014-15’ report on 21 September 
2016. This was the second College Leaver Destination publication and the first not 
classified as experimental statistics. The 2014-15 report gives the first detailed 
account of full-time qualifying student destinations on completion of courses in 
Scotland’s colleges.  
 
The report sets out the distinct role of college courses within further and higher 
education, which typically involve further study in college and university as well as 
routes to employment. The 2014-15 report extends to include deprivation and 
equalities information as well as regional and college breakdowns.  
 
Other recommendations 

Although the following three recommendations are addressed to the college sector, 
SFC will work with it to take these matters forward.  SFC has discussed these 
recommendations with Colleges Scotland, which has confirmed that it would be very 
happy to provide a full response to the Committee. 
 
Colleges should develop long-term (a minimum of five years) financial 
strategies. These should be underpinned by medium-term (between three and 
five years) financial plans that link to workforce plans and take account of 
significant financial pressures such as national collective bargaining, estate 
development and maintenance and student support funding 

SFC is working with colleges, Scottish Government and key stakeholders to explore 
ways to provide for greater flexibility around financial planning which will help 
colleges to deal with uncertainty and address ongoing cost pressures. 
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Colleges should implement a more systematic approach to workforce planning 
to ensure that they have the appropriate resources and skills to achieve their 
strategic goals  

SFC will work with colleges and Scottish Government to look at future workforce 
requirements for the sector.  This work will take account of the Audit Scotland good 
practice guide Scotland’s public sector workforce as well as the Scottish 
Government’s Labour Market Strategy and Fair Work Convention.     
 
Colleges should make agendas, supporting papers and minutes (subject to 
confidentiality issues) for board and committee meetings publicly available 
within appropriate timeframes. 

The college sector has embraced the need to focus on achieving the highest 
standards of governance.  A ‘Code of Good Governance for Scotland’s Colleges’ has 
been developed and the sector’s Good Governance Steering Group continues to 
meet to oversee its implementation and review.   SFC will work with colleges to 
ensure that College board activities are sufficiently transparent, in line with the 
requirements of the Code, which states: “The board must ensure that its decision-
making processes are transparent … [and] this includes … the prompt production, 
dissemination and online publication of board/committee agendas, minutes and 
papers to the public”.  
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2014-15 audit of Edinburgh College 

We have been working closely with Edinburgh College on supporting and ensuring 
delivery of a Business Transformation Plan to address the financial issues raised in 
the Auditor General’s report.   
 
Outlined below is the support provided by SFC and the progress that Edinburgh 
College has made, to address the College’s financial and organisational challenges 
in the period since that covered by the Auditor General’s Report. 
 
Business Transformation Plan 

Edinburgh College submitted a Business Transformation Plan (BTP) to SFC at the 
end of March 2016. The scope of the BTP is broad, and with 19 projects there is a 
significant volume of work to be undertaken over the next three years. SFC is 
broadly supportive of the College’s plan and the direction outlined in the BTP. We 
have asked for a prioritisation of work around the core areas of: priority based 
budgeting; curriculum planning; learning, teaching and assessment strategy; and 
teaching staff realignment.  
 
To date SFC has agreed to support two elements of the BTP financially. These were 
an initial tranche of voluntary severance and a cash facility to ensure the viability of 
the College over the coming year as it adjusts to the changed activity target. The first 
phase of voluntary severance was supported up to a total of £650,000.  As a 
condition, SFC sought assurances on severance management to ensure the scheme 
was appropriately targeted. As a result, the College has secured on-going staffing 
savings of £1,072,133. This has also resulted in a restructured senior management 
and leadership team. 
 
Management of college cash flow will be assisted through a cash facility of £2.9M for 
2016-17 to support College with the consequences of the reduction of 12,000 credits 
from its SFC funding and 2,230 credit transfer to SRUC (as part of an agreed 
transfer of specialist provision). 
 
In order to ensure a shared understanding of, and to rigorously assess the plan, 
auditors Scott Moncrieff were commissioned to review the BTP. The review was 
supportive of the objectives of the BTP and made recommendations to enhance 
financial monitoring and the management of project interdependencies. The 
recommendations have been considered with the College which is now working to 
implement the recommendations. SFC has indicated to the College that it will 
support the plan on a phased basis – providing flexibility to respond to changing 
financial contexts and opportunities. The plan includes in its early stages a review of 
all programme frameworks, improvement of induction and application processes, 
and the formal review of the College curriculum – the impacts of which should begin 
to have an effect in 2016-17. 
 
SFC is meeting with the College monthly to ensure the BTP is on track and is being 
implemented in a systematic and sustainable way.  
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2016-17 student recruitment 

As some of the financial issues at the college have related to under-recruitment of 
students and subsequent reductions in activity targets, SFC is monitoring closely the 
College’s progress towards achievement of the its 2016-17 target of 186,000 Credits. 
At our most recent meeting (on 26 September) the college assured us it was 
confident of reaching its activity target at this stage. We will continue to monitor this 
closely.  
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2014-15 audit of Glasgow Colleges’ Regional Board 

From SFC’s most recent observation and assessment of the Glasgow Colleges’ 
Regional Board (GCRB) over this summer, it is clear that GCRB and its members 
have made significant and effective progress in both: 
 

 operating effectively as a Regional Strategic Body, in line with the post-16 
legislation; and  

 fulfilling its role in securing coherent provision, of a high quality, of fundable 
further and higher education in Glasgow’s colleges.  

Also, SFC is reassured that the operational and management arrangements of 
GCRB have had time to settle in over the last six months following a period of 
focused activity during the Academic Year 2015-16.   
 
SFC has confirmed with the current GCRB Chair the remaining funding, monitoring 
and financial actions we would want to see before we could make a recommendation 
to our Board on fully operation fundable body status.  The actions and progress are 
noted below: 
 

 to agree the split across the three colleges of the 2016-17 funding allocation 
(this has now been agreed and confirmed with SFC, awaiting final 
signed AY2016-17 Outcome Agreement); 
 

 to confirm that a Financial Memorandum is in place with the three assigned 
colleges and issues around the role of the Accountable Officer have been 
clarified (this is currently being addressed); 
 

 to put in place the appropriate procedures and processes required for the 
GCRB to assume full monitoring, reporting and financial responsibilities as 
required by a fundable body (see below). 

 
SFC agreed to work with the GCRB Executive Director during the autumn to map out 
and identify a plan and timeline for a transitional period ensuring these matters are 
addressed at an early date; and by December 2016 at the latest.  The GCRB 
Executive Director will report this plan to the GCRB Audit Committee in early 
October.   
 
The SFC Interim Director for Access, Skills and Outcome Agreements will attend the 
GCRB meeting late in October to discuss with the Board its progress on achieving 
operational fundable body status and particularly on the transition phase from 
October to December 2016.  Following this meeting SFC will make a 
recommendation on GCRB’s operational fundable body status to its Council Board in 
December 2016. 
 
Background information: membership/staff changes at GCRB from April 2015 
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April 2015 Interim GCRB Chair appointed and SFC seconded 
a senior member of staff to GCRB as Interim Chief 
Officer. 

February 2016 A new Chair appointed. 

May 2016 A permanent Executive Director (Chief Officer) 
appointed 
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Introduction 

1. I have received the audited accounts and the independent auditor’s report for Edinburgh 

College for the 16-month period ended 31 July 2015.1 I submit these accounts and the 

independent auditor's report under section 22(4) of the Public Finance and Accountability 

(Scotland) Act 2000, together with this report that I have prepared under section 22(3) of the 

Act.  

2. The purpose of this report is to draw to the Scottish Parliament’s attention to concerns relating 

to significant financial challenges facing Edinburgh College. 

Auditor's opinion 

3. The auditor gave an unqualified opinion on Edinburgh College's financial statements for 

2014/15. However, the auditor's annual report highlights that the college had experienced 

financial difficulties at the end of 2014/15. He notes that an anticipated reduction in forecast 

cash resources of £3.3 million for 2015/16 would leave the college with severe financial 

challenges. The college approached the Scottish Funding Council (SFC) to secure additional 

financial support for 2015/16 in order to meet its operating expenses.  

Findings 

4. Edinburgh College was formed in October 2012 by the merger of Jewel and Esk, Telford and 

Stevenson colleges. The college has failed to meet its targets for learning activity in each year 

since its establishment, although the levels of under-delivery have been small - in the region 

of one to two per cent in each year. Missing this target can trigger a financial penalty as the 

SFC can seek to recover money for activity that was not delivered.  

5. During autumn 2015, and following the period covered by the 2014/15 financial statements, 

the SFC notified the college that it was likely to recover funds (£0.8 million) as a result of the 

college failing to deliver agreed activity. The recovery was due to the college's use of 

'additionality' to achieve its 2014/15 target. Additionality is the provision of additional learning 

to students who are already enrolled at the college, such as students completing extra units 

that better prepare them for the workplace. A change in SFC funding guidance in 2014/15 

tightened the rules covering the volume of additionality for which a college could claim 

funding. The practice is now only permitted to specified levels and anything above these 

levels must be agreed in advance with the SFC.  The SFC concluded that the college had not 

adhered to the new guidance in 2014/15. 

 
 

1
 The decision by the Office for National Statistics to reclassify colleges as public bodies led to a change in 

some colleges' financial year-end. In 2013/14, Edinburgh College was required to prepare accounts covering 
only an eight-month period, from 1 August 2013 to 31 March 2014. In 2014/15, the year-end reverted to 
31 July, resulting in a 16-month accounting period.  
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6. When the college became aware of the breach of rules and intended recovery of funds by the 

SFC, the recently appointed Principal (in post from May 2015) initiated a review of the 

college's activity targets from the point of merger. The review highlighted a number of 

underlying problems, including issues with the use of additionality, target setting and student 

recruitment and retention. The review led the Principal to conclude that the college's existing 

activity targets exceeded current demand. The college is undertaking further work to better 

understand the issues. Part of the review also led to the college agreeing with the SFC to 

reduce its activity target for the 2015/16 year by around six per cent. This reduction has 

placed the college under significant financial pressure and it sought additional funding from 

the SFC in order to meet its fixed costs in 2015/16. 

7. For the 16 months to 31 July 2015 the college had an income of £91 million, of which 

£68.3 million comprised SFC grants. At the time of the annual audit, the college estimated a 

reduction in forecast cash resources of £3.3 million. In February 2016, the SFC notified the 

college that the Scottish Government had agreed that the college can retain, as part of a 

special support payment, the £0.8 million that was due to be recovered. This followed 

discussions between the college and the SFC about a recovery plan. The final version of that 

plan is due to be submitted to the SFC at the end of March 2016. 

Conclusion 

8. Edinburgh College will face extreme financial difficulties without further financial support. I 

have asked the auditor to keep the position under review. I have also asked Audit Scotland to 

undertake further work, to better understand the reasons for the difficulties and to examine the 

action being taken by the college to address these concerns. I will report back to Parliament in 

due course. 
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PUBLIC AUDIT AND POST-LEGISLATIVE SCRUTINY COMMITTEE 
 

5th Meeting, 2016 (Session 5) 
 

Thursday 6 October 2016 
 

REPORT BY THE AUDITOR GENERAL FOR SCOTLAND 
 

SECTION 22 REPORT ON THE 2014/15 AUDIT OF EDINBURGH COLLEGE 
 

1. The report on the 2014/15 audit of Edinburgh College was published on 23 March 

2016. The report: 

  draws attention to the fact that, whilst Edinburgh College's financial 

statements for 2014/15 were unqualified, the auditor’s report highlights that 

the college had experienced financial difficulties at the end of 2014/15 

  highlights that the financial difficulties were the result of the college failing to 

meet its activity targets for 2014/15, which led to the SFC seeking to recover 

£800,000 from the college in November 2015 

 identifies action taken by the college to address its current difficulties.   

 

 

 



 

 

 

The 2014/15 audit of 
Glasgow Colleges' 
Regional Board 

 

 

  

  Prepared for the Public Audit Committee by the Auditor General for Scotland 

             Made under section 22 of the Public Finance and Accountability (Scotland) Act 2000  

                                                                                                                                                           
March 2016 

  

PAPLS/S5/16/5/11



 

 

 

 

 
Audit Scotland is fa statutory body set up in April 2000 under the Public Finance and 

Accountability (Scotland) Act 2000. We help the Auditor General for Scotland and the Accounts 

Commission check that organisations spending public money use it properly, efficiently and 

effectively. 

PAPLS/S5/16/5/11



 

 

 

The 2014/15 audit of Glasgow Colleges' Regional Board Page 3 

 

Contents 

 

Introduction ..................................................................................................................................... 4 

Background ..................................................................................................................................... 4 

The auditor's opinion ....................................................................................................................... 5 

Summary of events during 2014/15 ................................................................................................ 6 

Conclusion ...................................................................................................................................... 8 

Appendix: Timeline of key events during 2014/15 ......................................................................... 10 

 

 

PAPLS/S5/16/5/11



 

 

 

Page 4 The 2014/15 audit of Glasgow Colleges' Regional Board 

 

Introduction  

1. I am making this report under section 22 of the Public Finance and Accountability (Scotland) 

Act 2000 to draw the Scottish Parliament's attention to:  

 the auditor's opinion on Glasgow Colleges' Regional Board's (GCRB) annual report and 

accounts for 2014/15 (paragraphs 8 to 11); and 

 significant problems relating to GCRB's governance arrangements and its relationships 

with the three assigned colleges in Glasgow and the Scottish Funding Council during 

2014/15 (paragraphs 12 to 19).1 

2. GCRB formally came into existence on 1 May 2014 and so 2014/15 was the first year for 

which there are audited financial statements for this public body. To complement the auditor's 

work on the 2014/15 financial statements and to inform this report, Audit Scotland reviewed a 

large amount of documentary evidence and met a number of individuals involved with GCRB 

during 2014/15. 

Background 

3. Across Scotland, there are three regions with more than one college: Glasgow, Highlands and 

Islands and Lanarkshire.2 In contrast to the regional strategic bodies in the Highlands and 

Islands and Lanarkshire, GCRB was an entirely new organisation. The other two regional 

strategic bodies with more than one college in the region were incorporated into existing 

organisational structures. 

4. In 2014/15, the three colleges in Glasgow (City of Glasgow, Glasgow Clyde and Glasgow 

Kelvin) spent a total of £119 million and trained over 50,000 students. Over two-thirds of the 

Glasgow colleges' funding comes from the Scottish Funding Council. Spending by the three 

Glasgow colleges accounts for nearly a fifth of all expenditure by Scotland's colleges and the 

number of students equates to just over a fifth of all college students in Scotland. 

5. GCRB is the regional strategic body for the Glasgow region. Its role is to oversee the delivery 

of high quality further and higher education from Glasgow's three assigned colleges. It is 

responsible for: 

 strategic planning of college provision across the Glasgow region; 

 allocating funding to the three assigned colleges; 

 monitoring performance of the three assigned colleges; and 

 overseeing delivery of the Glasgow regional outcome agreement.3 

6. The creation of GCRB meant a change in the financial and accountability relationships 

between the Scottish Funding Council and the three assigned colleges in Glasgow. Rather 

 
 

1
 The financial statements and auditor's report for 2014/15 cover the 15-month period from 1 May 2014 when 

GCRB formally began operation to 31 July 2015. 
2
 Scotland's Colleges 2015, Audit Scotland, April 2015. 

3
 Regional outcome agreements set out what colleges in a region will deliver in exchange for funding. 
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than receiving funding directly from the Scottish Funding Council, the three assigned colleges 

would receive funding from GCRB as the regional strategic body, which in turn would receive 

funding from the Scottish Funding Council. In terms of accountability, the three assigned 

colleges would be accountable to GCRB and GCRB would be accountable to the Scottish 

Funding Council. 

7. The establishment of GCRB as the regional strategic body for the three Glasgow colleges 

marked the latest stage in a period of major transformation in the college sector in Glasgow. 

The three assigned colleges had been formed from nine predecessor colleges.4 Two of these 

colleges had come into existence during the second half of 2013. Furthermore, the college 

sector as a whole was managing the effects of significant budget reductions and the 

implications of the reclassification of all colleges as public bodies from 1 April 2014.5 

The auditor's opinion 

8. GCRB's financial statements for 2014/15 are unqualified but the auditor's report contains an 

emphasis of matter with regard to weaknesses of governance in GCRB.6 This relates to an 

absence of key systems of assurance and internal control, namely: 

 an appropriate risk management framework; 

 key committees such as an Audit Committee and Performance and Resources 

Committee; 

 an internal audit function; 

 an approved scheme of financial delegation, standing orders or standard financial 

instructions; and 

 appropriate financial monitoring arrangements. 

9. The auditor's annual report further notes that: 

"[…] there were, and continue to be, a range of issues and challenges in relation to setting up 

the new organisation and attaining fully operational fundable body status. We understand that 

these challenges, particularly in relation to achieving a shared understanding of the relative 

roles and responsibilities of the GCRB, the SFC and the assigned colleges in the governance 

of further education provision in Glasgow in part, explain why full governance arrangements 

were not fully developed or implemented." 

 
 

4
 City of Glasgow College began operation in September 2010 following the merger of Central College 

Glasgow, Glasgow Metropolitan College and Glasgow College of Nautical Studies. Glasgow Clyde College 

began operation in August 2013 following the merger of Anniesland, Cardonald and Langside colleges. 

Glasgow Kelvin College was formed by the merger of John Wheatley, North Glasgow and Stow colleges and 

began operation in November 2013. 
5
 Scotland's Colleges 2015, Audit Scotland, April 2015. 

6
 An emphasis of matter in an auditor's report refers to a matter appropriately presented or disclosed in the 

financial statements that, in the auditor's judgment, is of such importance that it is fundamental to users' 

understanding of the financial statements.   
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10. To operate fully as the regional strategic body for the Glasgow region and its three assigned 

colleges, GCRB has to have operational fundable body status (Exhibit 1). Without operational 

fundable body status, the Scottish Funding Council will not allocate funding to GCRB, and 

GCRB cannot take responsibility for the allocation of funding to the three assigned colleges.   

Exhibit 1 

Scottish Funding Council's criteria for the granting of operational fundable body status to 

regional strategic bodies 

The Scottish Funding Council has set criteria which it uses to assess whether to grant operational 

fundable body status to regional strategic bodies, including GCRB. These criteria include: 

 composition of the board; 

 the board's committee structure;  

 the board's effectiveness, including its oversight of the assigned colleges; 

 strategic planning; 

 financial management; 

 risk management; and 

 internal audit. 

The Scottish Funding Council assesses progress against these criteria through a combination of: 

 document review and assessment; 

 interviews with the chair, board members and the chairs of the assigned colleges; and  

 observation of board meetings. 

 

Source: Scottish Funding Council 

11. The Scottish Funding Council has not yet granted operational fundable body status to GCRB 

due in part to the absence of key systems of assurance and internal control. This meant that 

GCRB's total expenditure during 2014/15 amounted to £278,617 (over two-thirds of which 

were the chair's remuneration and staff costs), and its financial transactions had to be handled 

by other organisations. During 2014/15, three different organisations handled GCRB's 

financial transactions. From 1 May 2014 to 31 December 2014, the Scottish Funding Council 

was responsible; from 1 January 2015 to 31 March 2015, Glasgow Caledonian University had 

this responsibility; and from 1 April 2015 to the present, City of Glasgow College had this role.  

Summary of events during 2014/15  

12. The chair of GCRB had been the "regional lead" for the Glasgow region since the summer of 

2012. Scottish Ministers appointed him as chair, following a public appointment process, on 

1 May 2014 (see Appendix for a timeline of key events). Membership of GCRB includes the 

chairs of the three assigned colleges, staff and student members from the assigned colleges 

and other members. The principals of the three assigned colleges attend GCRB meetings but 
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are not members. During 2014/15, GCRB was supported by two members of staff: an advisor 

to the board and an executive assistant, both of whom were secondees from two of the 

Glasgow colleges. The advisor to the board had been supporting the chair in his capacity as 

"regional lead" since February 2013. Before 1 May 2014, the Scottish Funding Council had 

offered support from an independent and experienced further education professional to assist 

the "regional lead" in developing induction materials for GCRB members. 

13. GCRB first met on 28 May 2014. On 1 August 2014, Scottish Ministers formally assigned the 

three Glasgow colleges to the GCRB under the Further and Higher Education (Scotland) Act 

2005. On 8 August 2014, the Scottish Funding Council wrote to GCRB stating its requirements 

for granting operational fundable body status to GCRB. It also set out its expectations around 

the permanent staffing arrangements that it viewed as essential for the effective operation of 

GCRB. The Scottish Funding Council considered that these staffing arrangements needed to 

be in place by October 2014, if it was going to be able to grant operational fundable body 

status by its intended date of 31 March 2015. 

14. During 2014/15, the main focus of GCRB's work was to establish the necessary organisational 

and governance systems which would secure operational fundable body status. During 

2014/15, this formed the primary focus for discussions at GCRB meetings. In late 2014, after 

an assessment of GCRB's progress, the Scottish Funding Council offered additional 

assistance to GCRB in the form of part-time support from its then director of finance to review 

and design key governance systems. In parallel to this activity, there was a major strategic 

review of the Glasgow colleges' curriculum and estate. This review was intended to ensure the 

optimal provision of college education and training in Glasgow for all students. The three 

assigned colleges carried out this review, with support from the Scottish Funding Council, 

through the Glasgow Colleges Strategic Partnership, largely independently of GCRB. 

15. On 5 November 2014, the then Cabinet Secretary for Education and Lifelong Learning met the 

principals of the three assigned colleges and, separately, the chair of GCRB. Following these 

meetings, the Cabinet Secretary wrote to the chair of GCRB outlining three areas where he 

considered greater progress was required from GCRB. These three areas were:  

 permanent staffing arrangements to support GCRB; 

 the review of curriculum and estates; and  

 GCRB's accommodation. 

16. Over the next few months, there were tensions in the relationships between the assigned 

colleges and, in particular, their principals and GCRB's chair and advisor to the board.7 The 

chief executive of the Scottish Funding Council commented on the deterioration in 

relationships between GCRB and the three principals in a letter to the chair of GCRB sent on 

5 March 2015. In addition, he observed there had been no progress in resolving permanent 

staffing and office accommodation for GCRB as required by the Cabinet Secretary. He also 

criticised the extent of GCRB's progress as an organisation more generally. He offered to 

 
 

7
 I have prepared a separate report on the 2014/15 audit of Glasgow Clyde College, focussing on 

governance issues that arose following the suspension of the principal by the chair in February 2015. 
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second a senior director from the Scottish Funding Council to act temporarily as its chief 

officer.  

17. The chair and chief executive of the Scottish Funding Council followed up this letter by 

attending a meeting of GCRB on 16 March 2015. At this meeting, the chief executive of the 

Scottish Funding Council, in his capacity as accountable officer for the college sector, 

criticised GCRB strongly in terms of: 

 its overall progress; 

 its governance arrangements; 

 the support provided to it by the advisor to the board; and 

 the relationships between the principals of the assigned colleges and the chair and 

advisor to the board. 

This criticism contrasted with comments made by the chair of the Scottish Funding Council at 

a GCRB meeting on 15 December 2014 when she recognised the progress made by GCRB 

towards operational fundable body status and praised the work of the colleges in the Glasgow 

region in completing the curriculum and estates review. 

18. As a result of the meeting on 16 March 2015, GCRB made a formal complaint about the 

conduct of the chief executive of the Scottish Funding Council on 1 April 2015. The 

16 March 2015 meeting of GCRB was followed by special meetings of GCRB on 

25 March 2015 and 13 April 2015. The two significant items of business at these two special 

meetings were correspondence between GCRB and the Scottish Funding Council and 

developments at Glasgow Clyde College. 

19. In the next few weeks, there were significant changes in personnel. On 25 March 2015, GCRB 

agreed to the secondment of a senior director from the Scottish Funding Council to act as 

interim chief officer.8 The secondment of the advisor to the board from City of Glasgow 

College ended on 31 March 2015. On 2 April 2015, two members of GCRB resigned citing 

concerns about its leadership. On 7 April 2015, the two student members resigned. On 

1 May 2015, the chair of GCRB resigned. Following these resignations, the Scottish 

Government appointed a board member of the Scottish Funding Council to act as interim chair 

from 1 May 2015.  

Conclusion 

20. It is now 22 months since GCRB formally began operation. It has failed to establish itself as a 

new organisation and to become the focal point for the college sector in Glasgow. It has not 

secured operational fundable body status from the Scottish Funding Council, which means it is 

not able to act fully as the regional strategic body. It experienced tensions in its relationships 

with the Scottish Funding Council and with the three assigned colleges and saw a number of 

resignations, including that of its chair. 

 
 

8
 This was not implemented until 11 May 2015 to allow related aspects of the arrangement to be agreed. 

PAPLS/S5/16/5/11



 

 

 

The 2014/15 audit of Glasgow Colleges' Regional Board Page 9 

 

21. Since the end of 2014/15, the situation has improved under the leadership of the interim chair 

and through the work of the interim chief officer. GCRB has now established some of the key 

systems of assurance and internal control necessary for proper management and oversight of 

a public body. GCRB's relationships with the Scottish Funding Council and the three assigned 

colleges have improved. The Scottish Funding Council's Audit and Compliance Committee 

considered operational fundable body status for GCRB at its meeting on 2 December 2015. It 

concluded that although GCRB had made significant progress, it was not yet able to 

recommend the granting of operational fundable body status. The three assigned colleges 

continue to receive funding directly from the Scottish Funding Council. 

22. The appointment of a permanent chair and the anticipated appointment of a permanent chief 

officer in the near future should, following a period of effective operation, provide the Scottish 

Funding Council with the necessary assurances that it can transfer funding for the three 

assigned colleges to GCRB. At present, the Scottish Funding Council and GCRB are working 

towards 1 August 2016 for granting operational fundable body status. Once this has been 

secured, GCRB should be in a position to start adding value to the Glasgow college sector.  

23. I have asked the auditors of the Scottish Funding Council and GCRB to monitor progress as 

part of the 2015/16 audit. 
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Appendix: Timeline of key events during 2014/15  

1 May 2014  GCRB formally established. The Scottish Government appoints the 

chair and members of GCRB. 

28 May 2014  First meeting of GCRB. 

1 Aug 2014  City of Glasgow, Glasgow Clyde and Glasgow Kelvin colleges 

assigned to GCRB under the Further and Higher Education 

(Scotland) Act 2005. 

5 Aug 2014  The Scottish Funding Council writes to GCRB outlining its 

requirements for the granting of operational fundable body status.  

5 Nov 2014  The then Cabinet Secretary for Education and Lifelong Learning 

meets: (1) principals of three assigned colleges and (2) chair of 

GCRB to discuss progress with the establishment of the GCRB. 

13 Nov 2014  Cabinet Secretary for Education and Lifelong Learning writes to 

chair of GCRB outlining three areas where progress is required. 

15 Dec 2014  Chair and chief executive of Scottish Funding Council attend 

meeting of GCRB. 

5 Mar 2015  The chief executive of Scottish Funding Council writes to chair of 

GCRB outlining significant concerns over GCRB's progress. 

16 Mar 2015  Chair and chief executive of Scottish Funding Council attend 

meeting of GCRB and outline concerns over GCRB's progress. 

25 Mar 2015  Special meeting of GCRB. GCRB agrees to accept secondment of a 

senior director from the Scottish Funding Council to act as interim 

chief officer.  

31 Mar 2015  Advisor to board's secondment to GCRB ends. 

1 Apr 2015  GCRB makes formal complaint to Scottish Funding Council about 

conduct of its chief executive at GCRB meeting on 16 March 2015.  

2 Apr 2015  Two members resign from GCRB. 

PAPLS/S5/16/5/11



 

 

 

The 2014/15 audit of Glasgow Colleges' Regional Board Page 11 

 

7 Apr 2015  The two student members resign from GCRB. 

8 Apr 2015  Chair and some members of GCRB meet chair and chief executive 

of the Scottish Funding Council. 

13 Apr 2015  Special meeting of GCRB.  

1 May 2015  Chair of GCRB resigns. 

1 May 2015  The Scottish Government appoints interim chair of GCRB.  

11 May 2015  Interim chief officer begins work. 
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5th Meeting, 2016 (Session 5) 

 
Thursday 6 October 2016 

 
REPORT BY THE AUDITOR GENERAL FOR SCOTLAND 

 
SECTION 22 REPORT ON THE 2014/15 AUDIT OF GLASGOW COLLEGES’ REGIONAL 

BOARD 
 

1. The report on the 2014/15 audit of the Glasgow Colleges’ Regional Board (GCRB) was 

published on 23 March 2016. The report: 

 draws the Parliament’s attention to the fact that while GCRB’s financial statements 

for 2014/15 were unqualified, the auditor’s report contains an emphasis of matter 

with regard to weaknesses of governance  

 highlights the failure of GCRB to secure operational fundable body status from the 

Scottish Funding Council and therefore its inability to act fully as the regional 

strategic body for the Glasgow college region 

 summarises the some of the challenges that GCRB faced during its first year of 

operation. 

2. The  auditor’s annual report notes that, during 2014/15, there was an absence of key 

systems of assurance and internal control, including: 

 an appropriate risk management framework; 

 key committees such as an Audit Committee and Performance and Resources 

Committee; 

 an internal audit function; 

 an approved scheme of financial delegation, standing orders or standard financial 

instructions; and 

 appropriate financial monitoring arrangements. 
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3. The auditor's report further notes that: "[…] there were, and continue to be, a range of 

issues and challenges in relation to setting up the new organisation and attaining fully 

operational fundable body status. We understand that these challenges, particularly in 

relation to achieving a shared understanding of the relative roles and responsibilities of 

the GCRB, the SFC and the assigned colleges in the governance of further education 

provision in Glasgow in part, explain why full governance arrangements were not fully 

developed or implemented." 

4. There are three assigned colleges in the Glasgow college region: City of Glasgow 

College, Glasgow Clyde College and Glasgow Kelvin College. During 2014/15, they 

continued to receive funding directly from the Scottish Funding Council, as GCRB had 

not secured operational fundable body status. This continues to be the case and means 

that GCRB is unable to fulfil its responsibilities as the regional strategic body. 
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PUBLIC AUDIT AND POST-LEGISLATIVE SCRUTINY COMMITTEE 
 

5th Meeting, 2016 (Session 5) 
 

Thursday 6 October 2016 
 

Response from Glasgow Colleges’ Regional Board, dated 28 September 2016 
 
Thank you for your letter dated 14th September, 2016, in which you asked the Glasgow 
Colleges’ Regional Board (GCRB) to provide a brief response to the relevant parts of the 
Section 22 report on GCRB published by the Auditor General for Scotland in March 2016. 

I can confirm to the Public Audit Committee that GCRB has now established all of the key 
systems of assurance and internal control necessary for proper management and 
oversight of a public body, as highlighted within in the Section 22 report on GCRB.   

In particular, with reference to the items listed on page 5 of the Auditor General’s report, I 
can confirm that GCRB has in place an appropriate risk management framework, an 
approved scheme of financial delegation, alongside standing orders and appropriate 
financial monitoring arrangements.  In addition, key GCRB committees such as an Audit 
Committee and Performance and Resources Committee have met regularly since August 
2015, and have reported effectively to the GCRB Board.   

Henderson Loggie were appointed as GCRB’s internal auditor in October 2015 and 
further assurance of the effective operation of GCRB is provided by the findings of their 
audits of corporate planning, risk management and finance. 

With respect particularly to the development and effective implementation by GCRB of 
risk management and financial monitoring arrangements, the internal audit reports 
provided by Henderson Loggie state that GCRB has a robust risk management 
framework in place, with a detailed Risk Management Policy and Procedure and Risk 
Management Guidance which sets out responsibilities, risk tolerances and risk scoring 
definitions.  In terms of effective implementation of this risk management framework, the 
internal audit findings state that the risk register is regularly reviewed and reported to the 
GCRB Board and that Risk Mitigating Action Plans set out in detail risk mitigating action, 
and that there are formal arrangements for assurance from assigned college audit activity 
to be provided to the GCRB Audit Committee.  With respect to audit of financial 
performance monitoring arrangements, the internal auditor confirmed that GCRB has in 
place a robust set of financial procedures and processes which enable it to effectively 
monitor GCRB expenditure and the financial performance of the assigned colleges. 

In addition to these assurances, Committee members should note that following a period 
of further review of GCRB governance arrangements (including observation of the GCRB 
Board), the Scottish Funding Council has confirmed formally to GCRB that there are no 
further outstanding governance assurances required which now preclude it from being 
granted fully-operational fundable body status and currently, GCRB and Scottish Funding 
Council management are working on a detailed transition plan which sets out tasks and 



Page│2 

timeframes to allow fully-operational fundable body status to be implemented.  We expect 
the handover process to be completed over the next 2-3 months with GCRB taking up its 
fully-operational status by January 2017 at the latest. 

Since the GCRB external audit undertaken in November 2015, alongside the recruitment 
a number of new Board Members, a permanent Chair and Executive director have been 
appointed to GCRB and who are working with the GCRB Board and the three assigned 
colleges to ensure GCRB plays a full role in enhancing the economic and social well-
being of the localities of its colleges.  Examples of current GCRB activity include: 

 ensuring delivery on the commitments made within a 5-year Glasgow region 
curriculum and estates plan, aligning the curriculum more closely to identified 
economic demands, allowing the closure of all poor quality accommodation, and 
increasing participation from residents of areas multiple deprivation; 

 making significant progress in delivering a regionally coherent response to 
Developing the Young Workforce commitments, with a specific focus on promoting 
STEM vocational learning paths and including the delivery of a Glasgow regional 
Foundation Apprenticeship offer, providing Senior Phase pupils from both the 
Glasgow and Lanarkshire college regions opportunities to participate in all 
available Foundation Apprenticeship frameworks;  

 development with the three assigned colleges of a Glasgow Region Strategic Plan 
for College Education setting out a five-year vision of the shared aspirations and 
development priorities of the Glasgow region colleges and regional board. 

In summary, the Glasgow Colleges’ Regional Board has developed considerably since 
the publication of the Section 22 report on GCRB and is now operating as an effective 
public body which adds value to, and makes a positive impact on, the delivery of inclusive 
and high quality college learning opportunities across the Glasgow region.   

Should the Public Audit Committee require any further information on the effectiveness of 
GCBR, I would be happy to provide this. 

Yours sincerely, 
 
Margaret Cook 
Chair 
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