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Consideration of cross
representation between Audit
Committee and BRIC

June 2018

A Walker

Completed

05.12.17
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Raise with SFC the Committee’s
concerns over the SFC instructed
rebadging of Net Depreciation in
the 2016/17 Financial Statements
as “Cash Budget for Government
Directed Priorities”
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A Walker
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3

Progress report on the on the work
being undertaken by the College in
response to the recommendations
contained in the internal audit
report on Business Continuity
Planning
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The Committee to monitor and
receive progress reports on the
cascading of operational risk
registers down through the
management structure of the
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DATE
RAISED
18.09.18
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ACTION

DUE
DATE

The receipt, consideration and
approval of the Ayrshire College
Business Continuity Plan to be
an annual requirement of
Committee business at the first
meeting of each session.

September
2019

OWNER

Responsible EMT
Member

STATUS*

Completed
for 2018-19.
Rolling
thereafter

18.09.18

6

Discuss with Chair of LTC
ownership of the Student
Curriculum/Experience Review

June 2019

Chair of Audit

Completed

18.09.18

7

Risk Register:

September
2018

M Breen

Completed

BOM4 – Include PFI mitigation
actions as included in the
Financial Sustainability Plan.
BRIC 7 – Be enhanced to 20 as
recommended by BRIC
27.11.18

8

Risk Register:
BRIC7 Chair of Audit to discuss
The proposed decrease in risk
level with the Chair of BRIC
following agreement of a
timeline for the appointment of a
new Principal and a new Vice
Principal
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DATE
RAISED

ACTION No

ACTION

DUE
DATE

19.03.19

9

June 2019
The College Management to
discuss with BDO
Recommendation ref 2, of the IT
Internal Audit Report and bring a
fuller explanation to the next
meeting of the Committee as to
why it feels this
recommendation should not be
accepted.

19.03.19

10

Discuss with BDO bringing
forward the Income Generation
Internal Audit, with the addition
of the Flexible Workforce
Development fund, and the use
of additional days as
appropriate.
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LEVEL OF ASSURANCE
Design

Operational Effectiveness

Limited

Limited
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EXECUTIVE SUMMARY
LEVEL OF ASSURANCE: (SEE APPENDIX I FOR DEFINITIONS)

Design



System of internal controls is weakened with system objectives at
risk of not being achieved.

Effectiveness



Non-compliance with key procedures and controls places the
system objectives at risk.

SUMMARY OF RECOMMENDATIONS: (SEE APPENDIX I)
High



Medium



Low



1
4
1

TOTAL NUMBER OF RECOMMENDATIONS: 6

BACKGROUND:
As part of the 2018-19 Internal Audit Plan, it was agreed that Internal Audit would review
the progress made on the aims of the College’s Infrastructure Strategy and the progress in
delivering the expected benefits. The purpose of our review was to provide management
and the Audit Committee with assurance on the project management arrangements in place
relating to elements of the delivery of the Infrastructure Strategy. We selected the Estates
Backlog Maintenance projects for detailed review, since this work aligns directly to the
strategic aim for estates and infrastructure projects: ‘[providing] a safe and well maintained
estate achieved in partnership with our PFI and NPD operators’.
The Ayrshire College Board approved an Infrastructure Strategy 2018-2020 in March 2018
which set out the College’s vision for the Estates, Facilities and Infrastructure. Its purpose is
to help facilitate the College’s strategic goals outlined in the Strategic Plan 2017-2020. The
Infrastructure Strategy identifies five infrastructure aims. The primary benefits to be
achieved from these ambitions by 2020 are that the College will have:
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“An efficient, flexible, fit for purpose estate across all campuses which inspires e
9
g 53
students and provides employers with access to a highly skilled workforce;
le 89:
A safe and well maintained estate achieved in partnership with our PFI and NPD
l
0
operators;
Co 9
Industry standard equipment and resources being accessed by students ine all of
r 201 our
i
curriculum areas;
/
sh 1digital
An innovative and secure ICT infrastructure which provides an excellent
r
1
experience for college users;
Ay /
A reduction in our carbon footprint and environmental sustainability6embedded in
0
the life and work of the College.”
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The Scottish Funding Council (SFC) provided funding of £26.9 million to Scottish Colleges
during 2018-19 for allocation to very high priority backlog maintenance, which was informed
by an Estates Condition Survey carried out in 2017 by Gardiner and Theobald. All Colleges
were required to provide a 'Very High Backlog Maintenance Funding Return' to the SFC,
detailing the work undertaken and planned, and also providing an indication of whether
these were linked to the results of the Estates Condition Survey. Details of costs, for
example the actual, planned and committed spend were also required. Ayrshire College's
return, which was submitted in November 2018, indicated that the total actual & planned
expenditure accumulated to £1,764,749.
The return submitted to the SFC is used internally within the College, and records the costs
advised to the SFC, and revised figures. The return has been named internally as the 'Ayr
Backlog Maintenance Plan', and was developed, and is maintained, by the Head of Estates
and Sustainability. The plan is also used to record the current status of each project, for
example, confirming whether the project is complete, or contracts have been awarded.
For projects that are required to be tendered, a Tender Initiation Document is completed.
The Document requires the following information to be provided:







Details of the proposed work or service;
The Curriculum/Service areas involved and the relevant College Directors or
Managers;
An outline of key delivery timescales, for example, from the issue of an ITT to the
contract start;
The approximate budget cost and funding source, in addition to the relevant cost
centre and applicable financial year to be charged;
Details of the procurement approach, for example, Framework contracts or open
tenders; and
Any sustainability or community benefits considerations.

The Tender Initiation Document must be signed by both a Director, a head of, and a
manager of the department proposing the works, and a staff member from
Finance/Procurement. Thereafter, approval must be sought in line with the College's
scheme of delegation. The College's Principal must approve any purchases over £75,000.
Vice Principals must approve expenditure between £35,000 to £75,000; Directors must
approve expenditure between £2,501 to £34,999, and Budget Holders may authorise
expenditure up to £2,500. Following tender exercises, award recommendation reports must
also be authorised by the relevant staff members before contracts can be put in place.

2
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8
The scope of our review was to assess whether:
4 83
#
:04
 There are clear project plans in place, with clear milestones, for projects forming
9
e
part of the strategy implementation;
g 53
 The costs and benefits of the projects have been clearly articulated, prior to project
le 89:
l
o 0
approval;
C
9
 Roles and responsibilities in relation to the strategy (and related project)
1
e
r 0
implementation are clear;
hi /2 and
 An effective project management methodology is in place to reportsprogress
r 11and
results, and to approve changes in time, cost, quality or risk effectively;
y
A 6/ has been
 Interdependencies have been identified and the programme coordination
0
planned accordingly.
SCOPE AND APPROACH:
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Our approach was to conduct interviews to establish the controls and processes in operation,
and to review documentary evidence that these controls are designed as described. We then
evaluated these controls to identify whether they adequately address the risks.
GOOD PRACTICE:
We note that Tender Initiation Documents are developed and approved in line with the
scheme of delegated authorities before contracts for projects are awarded. The Tender
Initiation Document states the expected costs and benefits of the proposed works, which are
thereafter confirmed in an Award Recommendation Report following procurement activities.
This must also be authorised in line with the scheme of delegation before project contracts
can be awarded and the work commenced.
KEY FINDINGS:
We have identified a number of areas where improvements can be made to the current
Estates project management arrangements. These areas include:









Project management methodology: Ayrshire College does not have a formally
documented and defined project management framework and methodology in place
which applies to all projects. The College has not yet documented a definition for a
'project'. In addition, there are no documented roles and responsibilities in place
for the management of projects.
Defined project plans: At present there are no formally defined project plans in
place which give clear actions, milestones and timescales.
Change controls: We note that a change control template is in place which must be
approved in line with delegated authority limits for any changes in project costs.
However, the change process does not cover changes to time, quality and risk
factors. As a result of this, project change limits for these areas have not been
documented. We also note that the change process has not been applied to all
projects where there have been changes in costs.
Project reporting: We found that no overarching report is prepared on progress
made, changes to time, cost, quality and risk, and incorporating existing reporting
on expenditure against budget for each project.
Project interdependencies: Staff have advised that there is ongoing consideration
given to project interdependencies, however there is no formal mechanism in place
to prompt the consideration and documentation of interdependencies prior to the
commencement of projects.
Proposed projects oversight and approval: We note that prior to the
commencement of projects sample tested during our review, a tender initiation
document, or where not applicable, purchase orders, were approved prior to the
commencement of the works. An 'Ayr Backlog Maintenance Plan' is in place which
provides an overview of the maintenance projects planned. The work was detailed
within the College’s very high backlog maintenance funding return submitted to the
Scottish Funding Council in November 2018, in line with SFC’s requirements.
Management have advised that the Plan was approved by the Vice Principal Infrastructure and Skills, however Internal Audit were unable to obtain supporting
documentation to evidence this.
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At this stage, we can provide limited assurance over the design and operating effectiveness


of the controls in place in relation to Estates project management. We consider a number
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of improvements could be made to the areas summarised above to ensure risks are mitigated
and improvements are made to the current controls.
OUR TESTING DID NOT IDENTIFY ANY CONCERNS SURROUNDING THE CONTROLS IN PLACE TO
MITIGATE THE FOLLOWING RISKS:



The costs and benefits of the projects have not been clearly articulated, prior to
project approval creating a risk of realising net benefit.
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DETAILED FINDINGS
RISK: THERE IS NO EFFECTIVE PROJECT MANAGEMENT METHODOLOGY IN PLACE CAUSING A
LACK OF COMMUNICATION OF PROGRESS AND RESULTS, AND CHANGES IN TIME, COST, QUALITY
OR RISK EFFECTIVELY AREN’T APPROVED.
Ref
1

Sig.



Finding
It is important that a clearly defined project management methodology is
deployed for all contracts, to guide the successful management and
delivery of projects and ensure that staff understand their project
management responsibilities.
Ayrshire College does not have a formally documented and defined project
management framework and methodology in place which applies to all
projects. The College has not yet documented a definition for a 'project'.
In addition, there are no documented roles and responsibilities in place for
the management of projects.
There is a risk that, in the absence of a defined project management
methodology, there is no guidance in place for staff charged with project
management responsibilities to assist them to discharge their role
effectively. There is also a risk that some projects may not be managed as
effectively as others, or that there is duplication of effort in redesigning
processes for individual projects.

RECOMMENDATION:
We recommend that Ayrshire College develops and implements a project management
framework and methodology, such as Prince 2, for application to all future projects, defining
a 'project' and the core project management methodology to be applied.
This would guide staff in effective project management, ensure clarity about the process to
be followed, prevent the College from having to reinvent a process for every project, and
would ensure thought is given to the project management arrangements to be applied at the
earliest possible stage of each project.
We also recommend that the College ensures that roles and responsibilities are fully
documented for key project personnel, which can be applied to all future projects.
Consideration should be given to documenting separate responsibilities, including for
contractors, for any high value or complex future projects.
MANAGEMENT RESPONSE:

2
8
40
8
A formally documented project management framework and methodology will be in place
4 83
for the start of AY2019-20. This will be developed in line with best practice.
# :04
e 539
g
The College will also support relevant staff to Prince 2 Practitioner level.
le 89:
l
0
Responsible
Head of Estates and Sustainability
Co 9
Officer:
re 201
i
Implementation Policy and Framework by 1 August 2019.
sh 1/
r
Date:
1
Ay 6/
Prince 2 Practitioner level by 19 December 2019.
0
Agreed.

6

INTERNAL AUDIT REPORT – FINAL

AYRSHIRE COLLEGE, INFRASTRUCTURE
PROJECTS
RISK: THERE ARE NO PROJECTS IN PLACE THAT HAVE CLEAR MILESTONES THAT FORM PART OF
THE STRATEGY IMPLEMENTATION LEADING TO A RISK THAT SIGNIFICANT WORK IS PUSHED TO
2019 AND 2020.
Ref
2

Sig.



Finding
We would expect Ayrshire College to have formally documented project
plans in place, detailing and scheduling appropriate actions, responsible
persons, and timescales.
At present there are no formally defined project plans in place which give
clear actions, milestones and timescales.
There is a risk that the projects may not be delivered in a timely and
structured manner without a detailed plans being in place, and that
necessary actions may not be identified.

RECOMMENDATION:
We recommend that the College develops defined project plans, clearly detailing actions
relating to the development and management of the projects with the responsible persons,
and clear project milestones and timescales. This will aid progress reporting on projects
(please see Ref. 4).
MANAGEMENT RESPONSE:
Partially agreed.
College projects currently have project plans in place and the work is carried out against
clear milestones. This is to ensure that work is completed before it could impact on the
student experience. For example, projects are carried out during the Easter and summer
breaks.
Template project plans will be included within the College’s documented project
management framework and methodology (as referred to in finding 1).
Responsible
Officer:

Head of Estates and Sustainability

Implementation 1 August 2019
Date:
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RISK: THERE ARE NO PROJECTS IN PLACE THAT HAVE CLEAR MILESTONES THAT FORM PART OF
THE STRATEGY IMPLEMENTATION LEADING TO A RISK THAT SIGNIFICANT WORK IS PUSHED TO
2019 AND 2020.
Ref
3

Sig.



Finding
It is important that changes to risk, quality, cost and time are appropriately
approved, which should be determined by project change limits.
We note that a change control template is in place which must be approved
in line with delegated authority limits for any changes in project costs.
However, the change process does not cover changes to time, quality and
risk factors. As a result of this, project change limits for these areas have
not been documented. We also note that the change process has not been
applied to all projects where there have been changes in costs.
There is a risk that project changes, slippage or overspend occur without
appropriate Management consideration and approval.

RECOMMENDATION:
We recommend that the current change control process is expanded to include changes to
risk, quality and time, and should be applied to all changes. We recommend that project
change limits are considered, documented and applied to all future projects. Pre-approval
of any changes exceeding the change limits should be sought and appropriately evidenced.
These processes aid change reporting on projects (please see Ref. 4).
MANAGEMENT RESPONSE:
Agreed.
Project change limits will be included within the College’s documented project management
framework and methodology (as referred to in finding 1).
Formal pre-approval will be required for any changes exceeding set change limits.
Responsible
Officer:
Implementation
Date:

Head of Estates and Sustainability
1 August 2019
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RISK: THERE ARE NO PROJECTS IN PLACE THAT HAVE CLEAR MILESTONES THAT FORM PART OF
THE STRATEGY IMPLEMENTATION LEADING TO A RISK THAT SIGNIFICANT WORK IS PUSHED TO
2019 AND 2020.
RISK: THERE IS NO EFFECTIVE PROJECT MANAGEMENT METHODOLOGY IN PLACE CAUSING A
LACK OF COMMUNICATION OF PROGRESS AND RESULTS, AND CHANGES IN TIME, COST, QUALITY
OR RISK EFFECTIVELY AREN’T APPROVED.
Ref
4

Sig.



Finding
It order to maintain effective oversight of projects, regular and robust
project reporting is necessary.
We found that no overarching report is prepared on progress made,
changes to time, cost, quality and risk, and incorporating existing reporting
on expenditure against budget for each project.
There is a risk that there is not sufficient oversight of project performance
and status.

RECOMMENDATION:
We recommend that the Executive Management Team (EMT), or a proposed project team,
reviews regular overarching reports on project progress, expenditure against budget, and
time, cost, quality and risk changes. Internal Audit recognises that Estates projects may
from time to time be low in value or completed over a short time period. We therefore
recommend that the College agrees and formally documents project thresholds for regular
reporting, for example based on the length and value of the project.
We also recommend that reports are prepared on project outcomes and lessons learned upon
completion of all projects.
MANAGEMENT RESPONSE:
Partially agreed.
Reports on high level projects have been presented to the College’s senior management and
Board committees following completion of projects. Regular reports on monitoring capital
spend are presented to the College’s senior management and the Business, Resources and
Infrastructure Committee.
Quarterly reports on capital project activity will be presented to the College’s senior
management and the Business, Resources and Infrastructure Committee.
Responsible
Officer:

Head of Estates and Sustainability

Implementation 30 September 2019
Date:
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RISK: INTERDEPENDENCIES HAVE NOT BEEN CLEARLY IDENTIFIED OR INVESTIGATED CREATING
A RISK THAT THE PROGRAMME ISN’T WELL COORDINATED.
Ref
5

Sig.



Finding
It is expected that project interdependencies are identified prior to the
commencement of work, to ensure that these can be effectively
coordinated.
Staff have advised that there is ongoing consideration given to project
interdependencies, however there is no formal mechanism in place to
prompt the consideration and documentation of interdependencies prior to
the commencement of projects.
There is a risk that interdependencies are not clearly identified at the
outset of project planning.

RECOMMENDATION:
We recommend that the College develops a mechanism that will allow for project
interdependencies to be identified and recorded. We suggest that this may be included in a
project scoping document.
MANAGEMENT RESPONSE:
Agreed.
A project scoping document will be included within the College’s documented project
management framework and methodology (as referred to in finding 1).
Any significant project interdependencies will be highlighted in the quarterly report (as
referred to in finding 4).
Responsible
Officer:

Head of Estates and Sustainability

Implementation 1 August 2019
Date:
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RISK: THERE ARE NO PROJECTS IN PLACE THAT HAVE CLEAR MILESTONES THAT FORM PART OF
THE STRATEGY IMPLEMENTATION LEADING TO A RISK THAT SIGNIFICANT WORK IS PUSHED TO
2019 AND 2020.
Ref
6

Sig.



Finding
It is important that sufficient approval is given prior to projects being
implemented.
We note that prior to the commencement of projects sample tested during
our review, a tender initiation document, or where not applicable,
purchase orders, were approved prior to the commencement of the work.
An 'Ayr Backlog Maintenance Plan' is in place which provides an overview of
the maintenance projects planned. The work was detailed within the
College’s very high backlog maintenance funding return submitted to the
Scottish Funding Council in November 2018, in line with SFC’s
requirements. Management have advised that the Plan was approved by
the Vice Principal - Infrastructure and Skills, however Internal Audit were
unable to obtain supporting documentation to evidence this.
There is a risk that there is a lack of initial management oversight and
approval of the proposed planned projects.

RECOMMENDATION:
We recommend that going forward, the College should ensure that plans for suggested
projects are approved at an appropriate level, which can be evidenced. Internal Audit
recommends that the EMT be responsible for reviewing and approving such plans.
MANAGEMENT RESPONSE:
Agreed.
Projects will be formally documented to show that they have been approved at an
appropriate level. These levels will be set out in the College’s documented project
management framework and methodology (as referred to in finding 1).
Responsible
Officer:

Head of Estates and Sustainability

Implementation 1 August 2019
Date:
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STAFF INTERVIEWED
BDO LLP APPRECIATES THE TIME PROVIDED BY ALL THE INDIVIDUALS INVOLVED IN THIS REVIEW
AND WOULD LIKE TO THANK THEM FOR THEIR ASSISTANCE AND COOPERATION.
Ray Walkinshaw

Head of Estates and Sustainability
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APPENDIX I – DEFINITIONS
LEVEL OF
ASSURANCE
Substantial


Moderate


Limited



No



DESIGN OF INTERNAL CONTROL FRAMEWORK

OPERATIONAL EFFECTIVENESS OF CONTROLS

FINDINGS
FROM REVIEW

DESIGN
OPINION

FINDINGS
FROM REVIEW

EFFECTIVENESS
OPINION

Appropriate
procedures and
controls in place to
mitigate the key risks.

There is a sound
system of internal
control designed to
achieve system
objectives.

No, or only minor,
exceptions found in
testing of the
procedures and
controls.

The controls that are
in place are being
consistently applied.

In the main there are
appropriate
procedures and
controls in place to
mitigate the key risks
reviewed albeit with
some that are not fully
effective.

Generally a sound
system of internal
control designed to
achieve system
objectives with some
exceptions.

A small number of
exceptions found in
testing of the
procedures and
controls.

Evidence of non
compliance with
some controls, that
may put some of the
system objectives at
risk.

A number of
significant gaps
identified in the
procedures and
controls in key areas.
Where practical,
efforts should be
made to address inyear.

System of internal
controls is weakened
with system objectives
at risk of not being
achieved.

A number of
reoccurring exceptions
found in testing of the
procedures and
controls. Where
practical, efforts
should be made to
address in-year.

Non-compliance with
key procedures and
controls places the
system objectives at
risk.

For all risk areas there
are significant gaps in
the procedures and
controls. Failure to
address in-year affects
the quality of the
organisation’s overall
internal control
framework.

Poor system of
internal control.

Due to absence of
effective controls and
procedures, no
reliance can be placed
on their operation.
Failure to address inyear affects the
quality of the
organisation’s overall
internal control
framework.

Non compliance
and/or compliance
with inadequate
controls.

2
8
RECOMMENDATION SIGNIFICANCE
40
8
High
A weakness where there is substantial risk of loss, fraud, impropriety, poor value for money, or4failure
to achieve organisational objectives. Such risk could lead to an adverse impact on the business.
0483
#
:
 Remedial action must be taken urgently.
e 539
g
le expose
89:
l
Medium
A weakness in control which, although not fundamental, relates to shortcomings which
0
o for money. Such
individual business systems to a less immediate level of threatening risk or poorCvalue
9
risk could impact on operational objectives and should be of concern to senior
management
and
1
 arequires
e
r 20
i
prompt specific action.
h /
s
1 benefit from
r
Low
Areas that individually have no significant impact, but where management
y /1would
improved controls and/or have the opportunity to achieve greater A
effectiveness
and/or efficiency.
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APPENDIX II - TERMS OF REFERENCE
PURPOSE OF REVIEW:
As part of the 2018-19 Internal Audit Plan, it was agreed that Internal Audit would review
the progress made on the aims of the College’s Infrastructure Strategy and the progress in
delivering the expected benefits.
KEY RISKS:


There are no projects in place that have clear milestones that form part of the
strategy implementation leading to a risk that significant work is pushed to 2019 and
2020.



The costs and benefits of the projects have not been clearly articulated, prior to
project approval creating a risk of realising net benefit.



There are no clearly defined roles and responsibilities in relation to the strategy
(and related project) implementation creating a lack of accountability.



There is no effective project management methodology in place causing a lack of
communication of progress and results, and changes in time, cost, quality or risk
effectively aren’t approved.



Interdependencies have not been clearly identified or investigated creating a risk
that the programme isn’t well coordinated.

SCOPE OF REVIEW:
The scope of our review is to assess whether:





There are clear project plans in place, with clear milestones, for projects forming
part of the strategy implementation;
The costs and benefits of the projects have been clearly articulated, prior to project
approval;
Roles and responsibilities in relation to the strategy (and related project)
implementation are clear;
An effective project management methodology is in place to report progress and
results, and to approve changes in time, cost, quality or risk effectively; and
Interdependencies have been identified and the programme coordination has been
planned accordingly.
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However, Internal Audit will bring to the attention of management any points relating to
4 83
other areas that come to its attention during the course of the audit. We assume for the
# :04
e 539
purposes of estimating the number of days of audit work that there is one control
g
environment, and that we will be providing assurance over controls in this environment.
leIf 89:
l
0
this is not the case, our estimate of audit days may not be accurate.
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APPROACH:
Our approach will be to conduct interviews to establish the controls, projects, and
initiatives in operation for each of our areas of audit work. We will then seek documentary
evidence that these are designed as described. We will evaluate these controls to identify
whether they adequately address the risks.
We will seek to gain evidence of the satisfactory operation of the controls to verify the
effectiveness of the control through use of a range of tools and techniques.
During the course of the review we will keep management informed of any issues which
arise as a result of our testing.
A de-brief meeting will be undertaken before completing the review on-site to discuss
findings and initial recommendations.
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The matters raised in this report are only those which came to our attention during the course of our audit and are not necessarily a comprehensive statement of all the weaknesses that exist or all improvements that might be
made. The report has been prepared solely for the management of the organisation and should not be quoted in whole or in part without our prior written consent. BDO LLP neither owes nor accepts any duty to any third party
whether in contract or in tort and shall not be liable, in respect of any loss, damage or expense which is caused by their reliance on this report.
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EXECUTIVE SUMMARY
Introduction
The purpose of this report is to advise the Audit Committee of the progress of the Internal Audit Plan for 2018-19. This paper together with
progress and assignment updates are discussed with management and the Audit Committee throughout the year. These reports will form the
basis of information to support our Annual Internal Audit Report for 2018-19.

Internal Audit Plan 2018-19
Since the last Audit Committee meeting, the following internal audit reports have been finalised, and are presented under separate cover:

• SFC Return
• Estates & Infrastructure

Conclusion
The Audit Committee is asked to note this report.
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WORK COMPLETED
Overall Report Conclusions – see appendix I
Reports Issued
Design

Operational
Effectiveness

Risk Management

0

0

1

Substantial

Substantial

Financial Controls

0

0

0

Substantial

Substantial

IT Security

0

1

5

Moderate

Moderate

SFC Return

0

0

0

Substantial

Substantial

Estates & Infrastructure

1

4

1

Limited

Limited
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PERFORMANCE AGAINST OPERATIONAL PLAN
Visit

Date of visit

Proposed Audit

1

October 2018

Risk Management

5

5

Completed

2

January 2019

Financial Controls – financial planning and
longer term forecasting

5

5

Completed

3

February 2019

Estates & Infrastructure

5

5

Completed

4

April 2019

SFC Returns

5

5

Completed

Student Experience/Curriculum Review

5

-

Fieldwork scheduled for July
2019

IT Security

7

7

Completed

7

Follow Up

3

-

Fieldwork scheduled for June
2019

8

Commercial Income Generating
Programmes

-

Fieldwork scheduled for June
2019

5
6

November 2018

Planned Days

Actual Days
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Status

AUDIT PERFORMANCE
AUDIT

COMPLETION OF
FIELDWORK

DRAFT REPORT

FINAL MANAGEMENT
RESPONSES

FINAL REPORT

Risk Management

26 October 2018

12 November 2018

27 November 2018

30 November 2018

Financial Controls

1 February 2019

8 February 2019

13 February 2019

13 February 2019

11 December 2018

21 December 2018

22 January 2019

23 January 2019

Estates & Infrastructure

1 March 2019

18 March 2019

9 April 2019

9 April 2019

SFC Return

19 April 2019

3 May 2019

3 June 2019

3 June 2019

IT Security
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APPENDIX I - DEFINITIONS
LEVEL OF
ASSURANCE

DESIGN of internal control framework

OPERATIONAL EFFECTIVENESS of internal controls

Findings from review

Design Opinion

Findings from review

Effectiveness Opinion

Substantial

Appropriate procedures and controls in
place to mitigate the key risks.

There is a sound system of internal
control designed to achieve system
objectives.

No, or only minor, exceptions found in
testing of the procedures and controls.

The controls that are in place are being
consistently applied.

Reasonable

In the main there are appropriate
procedures and controls in place to
mitigate the key risks reviewed albeit
with some that are not fully effective.

Generally a sound system of internal
control designed to achieve system
objectives with some exceptions.

A small number of exceptions found in
testing of the procedures and controls.

Evidence of non compliance with some
controls, that may put some of the
system objectives at risk.

Limited

A number of significant gaps identified in
the procedures and controls in key areas.
Where practical, efforts should be made
to address in-year.

System of internal controls is weakened
with system objectives at risk of not
being achieved.

A number of reoccurring exceptions found
in testing of the procedures and controls.
Where practical, efforts should be made
to address in-year.

Non-compliance with key procedures and
controls places the system objectives at
risk.
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Non compliance and/or compliance with
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inadequate controls.
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Recommendation Significance
Co 9
1 or failure to achieve organisational objectives. Such risk could lead to an adverse
emoney,
A weakness where there is substantial risk of loss, fraud, impropriety, poor value for
High
r
0
i
impact on the business. Remedial action must be taken urgently.
2
sh 1/
r
A weakness in control which, although not fundamental, relates to shortcomings
which
1 expose individual business systems to a less immediate level of threatening risk or poor
Medium
Ay 6be/ of concern to senior management and requires prompt specific action.
value for money. Such a risk could impact on operational objectives and should
0

No

For all risk areas there are significant
gaps in the procedures and controls.
Failure to address in-year affects the
quality of the organisation’s overall
internal control framework.

Poor system of internal control.

Due to absence of effective controls and
procedures, no reliance can be placed on
their operation. Failure to address inyear affects the quality of the
organisation’s overall internal control
framework.

Low

Areas that individually have no significant impact, but where management would benefit from improved controls and/or have the opportunity to achieve greater effectiveness
and/or efficiency.
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Restrictions on use: This document has been prepared solely for the management of Ayrshire College and should not be quoted in whole or in part without our prior written consent. BDO LLP neither owes nor
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1. INTERNAL AUDIT APPROACH
Introduction
Our role as internal auditors is to provide an
independent, objective assurance and consulting
activity designed to add value and improve an
organisation’s operations. Our approach, as set out in
the Firm’s Internal Audit Manual, is to help the
organisation accomplish its objectives by bringing a
systematic, disciplined approach to evaluate and
improve the effectiveness of risk management, control
and governance processes.
Our approach complies with best professional practice,
in particular the Public Sector Internal Audit Standards
(PSIAS).

Internal Audit at Ayrshire College
We have been appointed as internal auditors to Ayrshire College to provide the Board of
Management, through the Audit Committee, with assurance on the adequacy of internal control
arrangements, including risk management and governance.
Responsibility for these arrangements remains fully with management, who should recognise
that internal audit can only provide ‘reasonable assurance’ and cannot provide any guarantee
against material errors, loss or fraud. Our role at Ayrshire College will also be aimed at helping
management to improve risk management, governance and internal control, so reducing the
effects of any significant risks facing the organisation.
In producing the draft internal audit plan for 2018-2021 we have sought to gain an understanding
of the business of Ayrshire College together with its risk profile in the context of:

2

• The overall business strategy of Ayrshire College

8 to monitor performance and the manner in which
• The key areas where management wish
0
performance is measured
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• The financial and non financial measurements
and indicators of such performance
4038
•
•
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2. AUDIT RISK ASSESSMENT
Background

Individual audits

Our risk based approach to internal audit uses Ayrshire College’s own risk
management process and risk register as a starting point for audit planning as
this represents the client’s own assessment of the risks to it achieving its
strategic objectives.

When we scope each review, we will reconsider our estimate for the number
of days needed to achieve the objectives established for the work and to
complete it to a satisfactory standard in light of the control environment
identified within Ayrshire College. Where revisions are required we will obtain
approval from the Vice Principal – Finance and Skills prior to commencing
fieldwork.

The extent to which we can rely on management’s own perception of risk
largely depends on the maturity and effectiveness of Ayrshire College’s own
risk management arrangements. In estimating the amount of audit resource
required to address the most significant risks, we have also sought to confirm
that senior management’s own assessment of risk accurately reflects the
College’s current risk profile. We have included a summary of the current risk
register at Appendix VII.

In determining the timing of our individual audits we will seek to agree a date
which is convenient to Ayrshire College and which ensures availability of key
officers.
A proposed phasing of our audit plan, based on our current understanding of
Ayrshire College’s workloads is set out in Appendix III.

82

Planned approach to internal audit 2019-20
The Internal Audit proposed audit programme for 2019-20 is shown at
Appendix I. We will keep the programme under continuous review during the
year and will introduce to the plan any significant areas of risk identified
during that period.
We have set out further in Appendix II the rationale for the inclusion of
particular reviews in the audit plan, based on our initial review of the
College’s risk register, discussions with a number of key stakeholders and
consideration of various documents, publications and information sources.
We have set out in Appendix IV a high level view of our proposed internal
audit coverage over the period 2018-19 to 2020-21.

Variations to the Plan0

4
8
4 3to
Significant variations
8 the plan arising from our reviews, changes to Ayrshire
40or
College’s risk #
profile
due to management requests will be discussed in the
:
9
e
first instance
with
the Vice Principal – Finance and Skills and approved by the
g 35
Audit Committee
le 98: before any variation is confirmed.
l
0
Co 9Audit Charter
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i
/have set out in Appendix V our Internal Audit Charter which gives fuller
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1
r
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of the role and responsibilities of internal audit.
1
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3. PROPOSED RESOURCES AND OUTPUTS
Staffing
The core team that will be delivering this programme to you is shown below:

Name
Claire Robertson

Grade
Director

Telephone
07583 237579

Our indicative staff mix to deliver the programme is shown below:

Email
claire.robertson@bdo.co.uk

Grade

2019-20 (days)

Grade Mix (%)

Director

5

11

Manager

16

33

Auditors

27

56

Total

48

100
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:40 of the internal audit programme for 2019-20 we will
Following completion
9
e
produce an
Audit Annual Report summarising our key findings and
We submit the Internal Audit Plan for discussion and approval by the Audit
g Internal
:35 performance
evaluating
in accordance with agreed service
le 98our
Committee at its next meeting. We will liaise with the Vice Principal – Finance
l
0 We have set out at Appendix VI a summary of our proposed
o
requirements.
and Skills and other senior officers as appropriate to ensure that internal audit
C 9 measures and intended working protocols.
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The core team will be supported by specialists from our national Risk and
Advisory Team and wider firm as and when required.
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APPENDIX I
Internal Audit Plan 2019-20
Days

Assurance /
Advisory /
Regulatory

Corporate Governance

5

Assurance /
Advisory

Financial Control

Financial Controls

5

Assurance

Internal Control Systems

Data Protection (GDPR)

5

Assurance

SFC returns

5

Assurance

Student experience / curriculum review

5

Assurance

Business Continuity Management

5

Assurance

Student Support (FE Bursary/Discretionary/Childcare
Funds, HE Discretionary Funds & EMA)

3

Regulatory

5

Regulatory

Assurance Theme

Subject

Governance and Risk

Regulatory Reviews

Follow Up and Contract Management

TOTAL
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3
3
3
1
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APPENDIX II
Internal Audit Plan Overview
Overview
The plan overview sets out the proposed audits in more detail and highlights further comment and rationale for inclusion in the Annual Internal Audit Plan
2019-20, together with the risk assessment source.
We will scope individual audits in advance of commencing any reviews and agree terms of reference with key officers involved.

Audit Area

Comment

Source

Corporate Governance

We will assess whether management committees have a clear and appropriate
terms of reference and programme of work, and whether meetings are well
attended and effective engagement demonstrated. We will also consider
whether the committees are receiving sufficient high quality management
information to discharge their role.

a) BDO Assessment
b) Executive Management
c) Risk Register: BOM2

Financial Controls

We have included coverage of key financial control areas in each year of the
internal audit plan. In 2019-20, we will perform a high level review
2 across all
8
key financial control systems. We will assess whether procedures
0 and controls
4
in place for key financial processes are well designed and are
being complied
8
with. We will assess whether there is adequate segregation
of
4 38 duties in place
and whether there is effective management oversight.
# :40

a) BDO Assessment

Data Protection (GDPR)

e

9

The European Commission has enacted the General
g Data
:35 Protection
lefrom
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8
Regulation (GDPR), which was applied to the UK
l
0 25 May 2018. GDPR
o
grants individuals the right to rectification,Cto erasure,
to restrict processing,
9
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e
to data portability, and to object. The rpenalties
for
breaches
have been
0
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2
hto 4%
increased, with a maximum fine of up
/ of global revenue for the most
1
rs analysis
serious offences. We will performyan
of Ayrshire College’s
1
/
A
arrangements for managing its compliance
with GDPR and identifying any
06
areas of non-compliance.
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a) BDO Assessment
b) Executive Management
c) Risk Register: BRIC4

APPENDIX II
Internal Audit Plan Overview
Audit Area

Comment

Source

SFC returns

We will review the return submitted to SFC at 31 March, to provide assurance
that the figures reported are in line with the College’s management accounts.

a) BDO Assessment
b) Executive Management
c) Risk Register: LT1

Student Experience / Curriculum Review

Review area to be confirmed by Learning and Teaching (L&T) Committee.

a) BDO Assessment
b) Executive Management
c) L&T Committee

Business Continuity Management

We will review the arrangements in place surrounding business continuity
management. We will assess whether there is a clear business continuity plan
in place with fully defined roles and responsibilities to aid recovery from
disruptive business events. We will also asses whether this plan is routinely
tested and whether results are reported to management. We will review
whether the plan is communicated to staff and suitably located to allow it to
be put in place in the event of an emergency.
82

a)

BDO assessment

a)

BDO assessment

Student Support (FE
Bursary/Discretionary/Childcare Funds, HE
Discretionary Funds & EMA)

40

We will carry out a review of the SSF for the year ended 31
July 2019 to give
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APPENDIX II
Internal Audit Plan Overview
Audit Area

Comment

Source

FES Return

We will review the FES return made to the SFC for the year ended 31 July
2019 to give an opinion on whether: the student data returns have been
compiled in accordance with all relevant guidance, adequate procedures are
in place to ensure the accurate collection and recording of the data, and the
FES return contains no material misstatement.

a)

BDO assessment

Follow Up

The effectiveness of the internal control system may be compromised if
management fails to implement agreed audit recommendations. Our follow up
work will provide the Audit Committee with assurance that prior year, and in
some cases in-year, recommendations are implemented within the expected
timescales.

a)

BDO assessment
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APPENDIX III
Phasing of the Plan
Respecting existing work pressures, and subject to the availability of key officers, we would look to agree with Ayrshire College the phasing of our audit work as shown in
the following tables. We would normally seek to phase our work around Audit Committee dates.
Block 1: August – October 2019

Block 2: November 2019 – January 2020

Review

Proposed Audit Sponsor

Review

Proposed Audit Sponsor

Corporate Governance

Michael Breen / James Thomson

Financial controls

Michael Breen / James Thomson

Student Support Fund

Michael Breen / James Thomson

Business Continuity Management

Michael Breen / James Thomson

FES Return

Michael Breen / James Thomson

Commercial Income Generating
Programmes

Anne Campbell

Block 3: February – April 2020

Review

Proposed Audit Sponsor

Student Experience / Curriculum
Review

Anne Campbell

SFC returns
Data Protection (GDPR)

Michael Breen / James Thomson
Michael Breen / James Thomson
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Proposed Audit Sponsor
Michael Breen / James Thomson

APPENDIX IV
Internal Audit Strategy 2018- 2021
Subject

Risk Register

Risk Management


Financial Controls



Partnership Working



Data Protection (GDPR)



Staff Recruitment and Retention



IT Security



Commercial income generating programmes



Student experience / curriculum review



SFC returns
IT Strategy
Estates and Infrastructure



Business Continuity Management



Further Education Statistical (FES) return
Follow up

2019 – 2020

2020-2021



Corporate Governance

Student Support (FE Bursary / Discretionary /
Childcare funds, HE Discretionary Fund & EMA)

2018 – 2019
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APPENDIX V
Internal Audit Charter
Purpose of this Charter

Internal Audit’s Authority

This Charter formally defines Internal Audit’s purpose, authority and
responsibility. It establishes Internal Audit’s position within Ayrshire College
(“the College”) and defines the scope of Internal Audit activities.

The Head of Internal Audit and internal audit staff are authorised to :
• Have unrestricted access to all the College’s records, property, and personnel
relevant to the performance of engagements
• Obtain the necessary assistance of the College’s personnel in relevant
engagements, as well as other specialised services from within or outside the
College.

Internal Audit’s Purpose
Internal Audit provides an independent, objective assurance and consulting
activity designed to add value and improve the College’s operations. It helps
the College accomplish its objectives by bringing a systematic, disciplined
approach to evaluate and improve the effectiveness of risk management,
control and governance processes.
Internal Audit acts primarily to provide the Audit Committee with information
necessary for it to fulfil its own responsibilities and duties. Implicit in Internal
Audit’s role is that it supports the College’s management to fulfil its own risk,
control and compliance responsibilities.

Internal Audit has no authority or management responsibility for any of its
engagement subjects.
Internal Audit will not make any management decisions or engage in any
activity which could reasonably be construed to compromise its independence .

2
Internal Audit’s Responsibility
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The Head of Internal
8
activity, including4strategy,
38 planning, performance, and reporting.
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APPENDIX V
Internal Audit Charter
Planning
• Develop and maintain an Internal Audit Plan to fulfil the requirements of
this Charter and the Internal Audit Strategy
• Engage with Management and consider the College’s strategic and
operational objectives and related risks in the development of the Internal
Audit Plan
• Review the Internal Audit Plan periodically with management
• Present the Internal Audit Plan, including updates, to the Audit Committee
for periodic review and approval
• Prepare an Internal Audit Budget sufficient to fulfil the requirements of this
Charter, the Internal Audit Strategy, and the Internal Audit Plan
• Submit the Internal Audit Budget to the Audit Committee for review and
approval annually
• Coordinate with and provide oversight of other control and monitoring
functions, including Risk Management, Compliance & Ethics, and external
audit
• Consider the scope of work of the external auditors for the purpose of
providing optimal audit coverage to the College.
Performance
• Implement the Internal Audit Plan
• Maintain professional resources with sufficient knowledge, skills and
experience to meet the requirements of this Charter, the Internal Audit
Strategy and the Internal Audit Plan
• Allocate and manage resources to accomplish Internal Audit engagement
objectives
• Establish and maintain appropriate internal auditing procedures
incorporating best practice approaches and techniques
• Monitor delivery of the Internal Audit Plan against the Internal Audit Budget
• Ensure the ongoing effectiveness of Internal Audit activities.

Reporting
• Issue a report to management at the conclusion of each engagement to
confirm the results of the engagement and the timetable for the completion
of management actions to be taken
• Provide periodic reports to management and the Audit Committee
summarising Internal Audit activities and the results of Internal Audit
Engagements
• Provide periodic reports to management and the Audit Committee on the
status of management actions taken in response to Internal Audit
Engagements
• Report annually to the Audit Committee and management on Internal Audit
performance against goals and objectives
• Report as needed to the Audit Committee on management, resource, or
budgetary impediments to the fulfilment of this Charter, the Internal Audit
Strategy, or the Internal Audit Plan
2
• Inform the Audit Committee
of emerging trends and practices in internal
auditing.
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APPENDIX V
Internal Audit Charter
Independence and Internal Audit’s Position within the College

Internal Audit’s Scope

To provide for Internal Audit’s independence, its personnel and external
partners report to the Head of Internal Audit, who reports functionally to the
Board of Management. The Head of Internal Audit has free and full access to
the Chair of the Board of Management.

The scope of Internal Audit activities includes all activities conducted by the
College. The Internal Audit Plan identifies those activities that have been
identified as the subject of specific Internal Audit engagements .
Assurance engagements involve the objective assessment of evidence to
provide an independent opinion or conclusions regarding an entity, operation,
function, process, system or other subject matter. The nature and scope of the
assurance engagement are determined by Internal Audit.

The Head of Internal Audit reports administratively to the Director of Finance
and Student Funding who provides day-to-day oversight.
The appointment or removal of the Head of Internal Audit will be performed
in accordance with established procedures and subject to the approval of the
Chair of the Board of Management.
The Internal Audit service will have an impartial, unbiased attitude and will
avoid conflicts of interest.
If the independence or objectivity of the Internal Audit Service is impaired,
details of the impairment should be disclosed to either the Director of
Finance and Student Funding, or the Chair of the Board of Management,
dependent upon the nature of the impairment.
The Internal Audit Service is not authorised to perform any operational duties
for the College; initiate or approve accounting transactions external to the
Internal Audit Service; or direct the activities of any college employee not
employed by the Internal Auditing Service, except to the extent such
employees have been appropriately assigned to Service or to otherwise assist
the Internal Auditor.

Consulting engagements are advisory in nature and are generally performed at
the specific request of management. The nature and scope of consulting
engagement are subject to agreement with management. When performing
consulting services, Internal Audit should maintain objectivity and not assume
2
management responsibility.
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APPENDIX VI
Internal Audit Working Protocols & Performance
Working Protocols
The table below illustrates the key communication and reporting points between the College and Internal Audit, which we will be subject to regular review. Any future
changes to the communication and reporting points will be reported to the Audit Committee for approval.

Table One: Liaison Meetings between Internal Audit and the College

Meeting

Frequency

Internal Audit Update Meeting

As required

Quality Assurance Meeting

Audit
Committee

Vice
Principal –
Finance and
Skills
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Annually

Internal Audit Liaison meeting with Chair of
Audit Committee

As required



Access to Audit Committee to discuss internal
audit progress

As necessary



Meetings to raise immediate concerns

As necessary



Meetings with External Audit

As necessary

Director of
Finance and
Student
Funding

15



Managers

Relevant
Staff

External
Audit








APPENDIX VI
Internal Audit Working Protocols & Performance
Table Two: Key reporting points between Internal Audit and the College

Meeting

Annual Internal Audit Plan

Board of
Management

Vice Principal
– Finance and
Skills

Director of
Finance and
Student
Funding

Managers

Relevant Staff























Individual Internal Audit Planning Documents
Draft Internal Audit Reports
Final Internal Audit Reports



Quality Progress Reports



Annual Internal Audit Report
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APPENDIX VI
Internal Audit Working Protocols & Performance
Performance Measurement

Table Three: Performance Reporting to each Audit Committee

Performance measurement is the use of measures and associated targets to
assess objectively the performance of a body. It is now well established as an
important means of improving performance and reinforcing accountability .
BDO LLP has been appointed as internal auditors to Ayrshire College, subject
to satisfactory performance. Consequently there is value in reviewing the
quality of our service on a regular basis.

Measure / Indicator
Audit Coverage
Audits completed against the Annual Audit Plan

Internal Audit Performance measures and indicators
Internal audit performance can be assessed in two ways. Firstly, there is the
ability for us to self assess our performance on a regular basis and report back
to the Board of Management on certain measures around inputs and
satisfaction from those officers who have been subject to a review. Secondly,
the view of the Board of Management as to the value being received from its
internal audit provider has to be taken into account. For our part we will look
to report to the Board of Management regularly on the internal audit inputs
as detailed below.
The tables below contain performance measures and indicators that we
consider to have the most value in assessing the efficiency and effectiveness
of internal audit. We recommend that the Board of Management approves the
following measures which we will report to each meeting and / or annually as
appropriate.

Actual days input compared with Annual Audit Plan
Audit Planning and Reporting
Days to issue draft report after end of fieldwork
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APPENDIX VI
Internal Audit Working Protocols & Performance
Management Performance Measures and Indicators

Table Four: Annual performance reporting to Board of Management

Management’s ability to respond efficiently to internal audit findings and
recommendations helps the Board of Management to form its own view of the
internal control framework. Importantly, Management’s consideration of
internal audit findings plays a contributory factor in our ability to deliver
timely reports to the Board of Management. We recommend, therefore, that
the following measure is also reported to the Audit Committee.

Measure / Indicator
Relationships and Customer Satisfaction
Customer Satisfaction Reports
% recommendations agreed with management

Measure / Indicator

Staffing and Training

Audit Reporting

Staff mix compared with budget

Days for receipt of management responses

Percentage of Partner and Manager time
Continuity of staffing
Use of specialist staff (e.g. IT Risk and Advisory)
Provision of appropriate training for staff

Timing

As data becomes available
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APPENDIX VII
Ayrshire College Risk Register Summary
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APPENDIX VII
Ayrshire College Risk Register Summary

82
0
4
8
4 38
# :40
e 359
g
le 98:
l
0
Co 9
re 201
i
sh 1/
r
1
Ay 6/
0

20

BDO LLP, a UK limited liability partnership registered in England and Wales under number OC305127, is a member of BDO
International Limited, a UK company limited by guarantee, and forms part of the international BDO network of independent
member firms. A list of members' names is open to inspection at our registered office, 55 Baker Street, London W1U 7EU. BDO
LLP is authorised and regulated by the Financial Conduct Authority to conduct investment business.
BDO is the brand name of the BDO network and for each of the BDO Member Firms.
BDO Northern Ireland, a partnership formed in and under the laws of Northern Ireland, is licensed to operate within the
international BDO network of independent member firms.
Copyright ©2019 BDO LLP. All rights reserved.

www.bdo.co.uk

82
0
4
8
4 38
# :40
e 359
g
le 98:
l
0
Co 9
re 201
i
sh 1/
r
1
Ay 6/
0

(Paper 5)

Ayrshire College
INTERNAL AUDIT REPORT – FINAL
SFC Return
April 2019

LEVEL OF ASSURANCE
Design

Operational
Effectiveness

Substantial

Substantial
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REPORT STATUS
Auditors:

Mark Foley

Dates work performed:

15 April 2019 – 19 April
2019

Draft report issued:

03 May 2019

Final report issued:

03 June 2019

Restrictions of use
The matters raised in this report are only those which came to our attention during the course of our audit and are not necessarily a comprehensive statement of all the weaknesses
that exist or all improvements that might be made. The report has been prepared solely for the management of the organisation and should not be quoted in whole or in part without
our prior written consent. BDO LLP neither owes nor accepts any duty to any third party whether in contract or in tort and shall not be liable, in respect of any loss, damage or
expense which is caused by their reliance on this report.
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EXECUTIVE SUMMARY
SUMMARY OF RECOMMENDATIONS (SEE APPENDIX II)

LEVEL OF ASSURANCE (SEE APPENDIX II FOR DEFINITIONS)
Design

There is a sound system of internal control
designed to achieve system objectives.

Effectiveness

The controls that are in place are being
consistently applied.

High
Medium
Low
Total number of recommendations: 0

OVERVIEW
Background
As part of the 2018-19 Internal Audit Plan, it was agreed that internal audit would undertake a review of the process
for generating and
82 for Ayrshire College.
submitting financial forecast returns to the Scottish Funding Council (SFC). The SFC provides over 80% of the 0funding
4
Therefore, it is important that the College complies with the SFC’s funding requirements.

8

8Ayrshire College submitted
The financial forecast run (FFR) was an established part of SFC's financial health monitoring framework,4and3
4
0
#
:
its 2018 FFR in September 2018 (the date required by the SFC), showing the forecast outturn for 2017/18 and financial outlook over the
e required.
next 5 academic years up to 2022/23. Previously, following the FFR, quarterly resource returns were
However, on 1st August
359
g
:
2018, the SFC wrote to Ayrshire College to confirm that these will no longer be required and that
to enable continued
ll e instead,
9
8
0 (MYR) will be required. The MYR
o return
monitoring of the forecast outturn for the current academic year, a mid-year financial forecast
C
9
format is designed to enable the SFC to obtain a more specific and meaningful revised forecast
of Ayrshire College's financial position in
re 2part
01 way through the current academic year
terms of income and expenditure, adjusted operating position, balance sheet, and liquidity
i
and draw comparisons with the original forecasts (FFR) provided at the end of September
sh 1/2018. The MYR will be carried out on annual
r
basis, around the end March of each year.
y 1
A

/

On the 1st February 2019, the SFC issued a call for information to request colleges0to6 provide an updated forecast return (MYR) for the
Academic year 2018/19, due on the 29th March 2019. The purpose of the call for information was to inform the College of their SFC
requirements and to provide guidance and advice on the format and content of the return.
(continued overleaf…)
3

EXECUTIVE SUMMARY
OVERVIEW
A template spreadsheet for completion of the MYR is published on the SFC website. The return follows the same format as the
September 2018 FFR, although the number of data entry points is reduced. The College was required to complete both the 2018-19 FFR
figures as per the September FFR (as adjusted following SFC queries), and the updated MYR figures for 2018/19. Where there is a
significant variance between the FFR and the revised forecasts (MYR), explanations must be included on the spreadsheet.
The return is broken down into five separate areas – Capital expenditure, Statement of Changes in Equity, Adjusted Operating Result,
Balance Sheet, and Declaration (to be signed by Principal declaring that the financial forecasts are based on the actual financial results
for the year to date and other relevant information, and that the revised forecasts can be deemed a reasonable assessment of the
College’s project financial position at the end of the academic year).
MYR working papers are developed and continually updated in year with the monthly management accounts figures, which allows
efficient population when it comes to completing the MYR. On a monthly basis, the Head of Financial Services, the Director of Finance &
Student Funding and the Vice Principal – Finance will review the management accounts for accuracy. They will also discuss all returns to
the SFC before they are submitted, to confirm accuracy. The Business, Resources and Infrastructure Committee 2(BRIC) will also review
8 from the SFC. To
and approve the management accounts and discuss and key issues related to resourcing, which will include funding
0
4 will use the working
populate the MYR, the February 2019 management accounts were used. Initially, the Head of Financial Services
8
4 38 - Finance will review
papers to populate the MYR. Following this, the Director of Finance and Student Funding, and the Vice Principal
0the explanations within the
this before ultimate sign off by the College’s Principal. The main purpose of these checks is to ensure#that:4
9
e 3the
return are appropriate and adequately reflect any changes in values, in the hope that this will reduce
5 level of queries from the SFC.
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(continued overleaf…)
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EXECUTIVE SUMMARY
OVERVIEW
Scope and Approach
The scope of our review was to assess whether:

• The Mid Year return was completed according to SFC guidelines and deadlines;
• There are clearly defined procedures for extracting the data to populate the returns;
• Reconciliations are undertaken and reconciled to the management accounts; and
• There is sufficient oversight provided on ensuring the returns are completed accurately and within deadlines.
Our approach was to conduct interviews to establish the controls in operation for each of our areas of audit work. We then sought
documentary evidence that these controls are designed as described. We evaluated these controls to identify whether they adequately
addressed the risks. We sought to gain evidence of the satisfactory operation of the controls to verify the effectiveness of the control
2
through use of a range of tools and techniques.

8
0
Good Practice
4
8
4 38
There are a number of areas of good practice in place in relation to the SFC MYR process at Ayrshire College:
40
#
• Guidelines adherence – Our testing confirmed that the College followed all guidelines provided e
by the9:SFC including the use of the
g 35
template spreadsheet, correct submission format, on time submission, and sign off by the Principal.
ll e 98:
0 they do not give specific figures
• Variances explanations – Although the SFC state that only significant variances are to be explained,
Co 9 for all variances.
or percentages explaining what is deemed significant, therefore the College gives explanations
01 management accounts and can
ireFebruary
• MYR accuracy – We reconciled the MYR figures to the September FFR and those in h
the
2
s 1/
confirm that all figures reconciled.
r
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EXECUTIVE SUMMARY
OVERVIEW

• Monthly meetings – On a monthly basis, the Head of Financial Services, Director of Finance and Student Funding, and Vice Principal Finance will meet to discuss management accounts and the status of SFC funding.
• Layers of reasonableness review – The MYR goes through an appropriate level of reasonableness review. Following completion by the
Head of Finance Services, the Director of Finance and Student Funding and the Vice Principal - Finance will review this and ensure its
accuracy of variances explanations. Following this, the College Principal will have a final review and ask questions if necessary, or
complete the final sign off.
Conclusion
We are able to provide substantial assurance over the design and operational effectiveness of the key controls in place regarding the
SFC return arrangements at Ayrshire College.
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EXECUTIVE SUMMARY
RISKS REVIEWED GIVING RISE TO NO FINDINGS OF A HIGH OR MEDIUM SIGNIFICANCE


The Mid Year return was not completed according to SFC guidelines



There are no defined procedures for extracting the data to populate the returns leading to a risk that the process is not consistent and the data
is not reliable



Reconciliations are not undertaken to ensure that the returns are accurate



There is insufficient oversight provided on ensuring the returns are completed accurately and within deadlines
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OBSERVATIONS
1. Reconciliation process
We note that although a line by line reconciliation of figures is not carried out at the review stage of the SFC return, a reasonableness
check based on the management accounts is completed the Director of Finance and Student Funding, and the Vice Principal – Finance.
Furthermore, the college has committed to receiving an annual internal audit over the process and figures to give assurance over the
accuracy of the SFC MYR.

82
0
4
8
4 38
# :40
e 359
g
le 98:
l
0
Co 9
re 201
i
sh 1/
r
1
Ay 6/
0

8

APPENDIX I – STAFF INTERVIEWED
NAME

JOB TITLE

James Thomson

Director of Finance and Student
Funding

Liz Walker

Head of Financial Services
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APPENDIX II – DEFINITIONS
LEVEL OF
ASSURANCE

DESIGN of internal control framework

OPERATIONAL EFFECTIVENESS of internal controls

Findings from review

Design Opinion

Findings from review

Effectiveness Opinion

Substantial

Appropriate procedures and controls in
place to mitigate the key risks.

There is a sound system of internal
control designed to achieve system
objectives.

No, or only minor, exceptions found in
testing of the procedures and controls.

The controls that are in place are being
consistently applied.

Moderate

In the main there are appropriate
procedures and controls in place to
mitigate the key risks reviewed albeit
with some that are not fully effective.

Generally a sound system of internal
control designed to achieve system
objectives with some exceptions.

A small number of exceptions found in
testing of the procedures and controls.

Evidence of non compliance with some
controls, that may put some of the
system objectives at risk.

Limited

A number of significant gaps identified
in the procedures and controls in key
areas. Where practical, efforts should
be made to address in-year.

System of internal controls is weakened
with system objectives at risk of not
being achieved.

A number of reoccurring exceptions
found in testing of the procedures and
controls. Where practical, efforts
should be made to address in-year.

Non-compliance with key procedures
and controls places the system
objectives at risk.

For all risk areas there are significant
gaps in the procedures and controls.
Failure to address in-year affects the
quality of the organisation’s overall
internal control framework.

Poor system of internal control.
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High
A weakness where there is substantial risk of loss, fraud, impropriety, poor value for
or failure to achieve organisational objectives. Such risk
r
11
y
could lead to an adverse impact on the business. Remedial action must be taken urgently.
/
A 6
0 expose individual business systems to a less immediate level of
Medium
A weakness in control which, although not fundamental, relates to shortcomings which

No

Due to absence of effective controls and
procedures, no reliance can be placed
on their operation. Failure to address in
-year affects the quality of the
organisation’s overall internal control
framework.

threatening risk or poor value for money. Such a risk could impact on operational objectives and should be of concern to senior management and
requires prompt specific action.

Low

Areas that individually have no significant impact, but where management would benefit from improved controls and/or have the opportunity to
achieve greater effectiveness and/or efficiency.
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APPENDIX III – TERMS OF REFERENCE

BACKGROUND

PURPOSE OF REVIEW

KEY RISKS

As part of the 2018-19 Internal Audit Plan we agreed to review the process for generating and submitting financial
forecast returns to the Scottish Funding Council (SFC). The SFC provides over 80% of the funding for Ayrshire College.
Therefore, it is important that the College complies with SFC’s funding requirements.
SFC requires colleges receiving funding to submit a financial forecast return as part of SFC’s financial health monitoring
framework. Colleges were required to submit their 2018 returns in September 2018, showing the forecast outturn for 2017
-18 and financial outlook over the next five academic years up to 2022-23.
The Mid-Year financial forecast return is to provide SFC with a revised forecast of the College’s financial position in terms
of income and expenditure, adjusted operating position, balance sheet and liquidity part way through the current
academic year and draw comparisons with the original forecasts provided at the end of September 2018.

The purpose of this review is to provide assurance that the processes and controls in place ensure that figures reported
are in line with the College’s management accounts and SFC’s requirements.
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Based upon the risk assessment undertaken during the development of the internal audit
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discussions with management, and our collective audit knowledge and understanding:the key risks associated with the
9
area under review are:
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• There are no defined procedures for extracting the data to populate
not consistent and the data is not reliable;
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APPENDIX III – TERMS OF REFERENCE
SCOPE

The scope of our review is to assess whether:

•
•
•
•

The Mid Year return was completed according to SFC guidelines and deadlines;
There are clearly defined procedures for extracting the data to populate the returns;
Reconciliations are undertaken and reconciled to the management accounts; and
There is sufficient oversight provided on ensuring the returns are completed accurately and within deadlines .

However, Internal Audit will bring to the attention of management any points relating to other areas that come to its
attention during the course of the audit. We assume for the purposes of estimating the number of days of audit work
that there is one control environment, and that we will be providing assurance over controls in this environment. If this
is not the case, our estimate of audit days may not be accurate.
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(Paper 6 )

Audit Strategy Memorandum
Ayrshire College
Year ending 31 July 2019
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respect of the whole or part of its contents. Our written consent must first be obtained before this document, or any
0 part of it, is disclosed to a
third party.

Mazars LLP
100 Queen Street
Glasgow
G1 3DN
The Board of Management
Ayrshire College
Kilmarnock Campus
Hill Street
Kilmarnock
KA1 3HY

11 June 2019

Dear Members,
Audit Strategy Memorandum – Year ending 31 July 2019
We are pleased to present our Audit Strategy Memorandum for Ayrshire College for the year ending 31 July 2019.
The purpose of this document is to summarise our audit approach, highlight significant audit risks and areas of key judgements and
provide you with the details of our audit team. As it is a fundamental requirement that an auditor is, and is seen to be, independent of its
clients, Section 7 of this document also summarises our considerations and conclusions on our independence as auditors.
We consider two-way communication with you to be key to a successful audit and important in:
reaching a mutual understanding of the scope of the audit and the responsibilities of each of us;
sharing information to assist each of us to fulfil our respective responsibilities;
providing you with constructive observations arising from the audit process; and
ensuring that we, as external auditors, gain an understanding of your attitude and views in respect of the internal and external
operational, financial, compliance and other risks facing Ayrshire College which may affect the audit, including the likelihood of
those risks materialising and how they are monitored and managed.
This document, which has been prepared following our initial planning discussions with management, is the basis for discussion of our
audit approach, and any questions or input you may have on our approach or role as auditor.
This document also contains specific appendices that outline our key communications with you during the course of the audit, and
forthcoming accounting issues and other issues that may be of interest.
Client service is extremely important to us and we strive to continuously provide technical excellence with the highest level of service
quality, together with continuous improvement to exceed your expectations so, if you have any concerns or comments about this
document or audit approach, please contact me on 0738 724 2052.

Yours faithfully

Lucy Nutley
Mazars LLP
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1.

ENGAGEMENT AND RESPONSIBILITIES SUMMARY

Overview of engagement
We are appointed by the Auditor General for Scotland to perform the external audit of Ayrshire College for the year to 31 July 2019. This is
our third year of appointment.
Responsibilities
Our responsibilities, principally derived from the Code of Audit Practice (‘the Code’) issued by Audit Scotland, are outlined below.

We are responsible for forming and expressing an opinion on the financial statements.
Audit
opinion

Regularity
opinion
Going
concern

Opinion
on other
matters

The Audit Committee is responsible for the assessment of the College’s ability to continue as a going concern.
As auditors, we are required to consider the appropriateness of the use of the going concern assumption in the
preparation of the financial statements and the adequacy of the disclosures made.

We are required to form and express an opinion on whether the College has, in all material respects, incurred
expenditure and income in accordance with any applicable enactments and guidance issued by the Scottish
Ministers.

We are required to express an opinion on whether the audited part of the Remuneration and Staff Report, and
the Governance Report have been properly prepared in line with relevant legislation and directions. We also
express an opinion on whether the Performance Report is consistent with the audited financial statements.

Fraud

Wider
scope
work

The Code requires us to conclude and make a judgement on the four dimensions of wider scope work. The
four dimensions are Financial Sustainability, Financial Management, Governance and Transparency, and
Value for Money.

Our audit does not relieve management or the Board of Management, as those charged with governance, of their responsibilities. The
responsibility for safeguarding assets and for the prevention and detection of fraud, error and non-compliance with law or regulations rests
with both those charged with governance and management. In accordance with International Standards on Auditing (UK), we plan and
perform our audit so as to obtain reasonable assurance that the financial statements taken as a whole are free from material
misstatement, whether caused by fraud or error. However our audit should not be relied upon to identify all such misstatements.
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As part of our audit procedures in relation to fraud we are required to enquire of those charged with governance as to their knowledge
instances of fraud, the risk of fraud and their views on management controls that mitigate the fraud risks.
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and
misstatements

Appendices

2.

YOUR AUDIT ENGAGEMENT TEAM

•
•

Lucy Nutley – Director
Lucy is the Engagement Lead for the audit and will be the key point of contact for the
Audit Committee. She will have overall responsibility for delivering a high quality audit
to the College. Lucy will be responsible for the opinions given on the financial
statements and will liaise with the Vice Principal – Finance and Skills, Director
of Finance and Student Funding and Head of Financial Services. She will attend
Audit Committee meetings, and where appropriate, Board meetings.

•
•

lucy.nutley@mazars.co.uk
0738 724 2052

•
•

Joanne Buchanan – Senior Manager
Joanne will manage and coordinate the audit and be the key point of contact for
the Vice Principal – Finance and Skills, Director of Finance and Student Funding
and Head of Financial Services, as well as liaising with Internal Audit. Joanne
will oversee completion of audit work to a high standard and attend Audit
Committees as appropriate.

•
•

joanne.buchanan@mazars.co.uk
0141 227 2422

•
•

•
•

1. Engagement and
responsibilities

2. Your audit
team

3. Audit scope

Suzie Graham – Audit Assistant Manager
Suzie will be responsible for leading the onsite work, reviewing the work of
more junior members of the team and performing the audit work in more
specialised areas.
suzie.graham@mazars.co.uk
0141 227 2438

4. Significant
risks and key
judgements

5. Wider scope
work
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3.

AUDIT SCOPE, APPROACH AND TIMELINE

Audit scope
Our audit approach is designed to provide an audit that complies with all professional requirements.
Our audit of the financial statements will be conducted in accordance with International Standards on Auditing (UK), relevant ethical and
professional standards, our own audit approach and in accordance with the terms of our engagement. Our work is focused on those
aspects of your business which we consider to have a higher risk of material misstatement, such as those affected by management
judgement and estimation, application of new accounting standards, changes of accounting policy, changes to operations or areas which
have been found to contain material errors in the past.
Audit approach
Our audit approach is a risk-based approach primarily driven by the risks we consider to result in a higher risk of material misstatement of
the financial statements. Once we have completed our risk assessment, we develop our audit strategy and design audit procedures in
response to this assessment.
If we conclude that appropriately designed controls are in place then we may plan to test and rely upon these controls. If we decide
controls are not appropriately designed, or we decide it would be more efficient to do so, we may take a wholly substantive approach to
our audit testing. Substantive procedures are audit procedures designed to detect material misstatements at the assertion level and
comprise tests of details (of classes of transactions, account balances, and disclosures) and substantive analytical procedures.
Irrespective of the assessed risks of material misstatement, which take into account our evaluation of the operating effectiveness of
controls, we are required to design and perform substantive procedures for each material class of transactions, account balance, and
disclosure.
Our audit will be planned and performed so as to provide reasonable assurance that the financial statements are free from material
misstatement and give a true and fair view. The concept of materiality and how we define a misstatement is explained in more detail in
section 8.
The diagram below outlines the procedures we perform at the different stages of the audit.
•

Final review and disclosure checklist of financial statements

•

Final audit file review

•

Agreeing content of Letter of Representation

•

Reporting to those charged with governance

•

Reviewing post balance sheet events

Updating our understanding of the College

•
•

Initial opinion and wider scope risk assessments
•

Development of our audit strategy
•

•

Agreement of timetables

Preliminary analytical procedures

Key reporting and communication outputs
•

Annual Audit Report

•

Independent Auditor’s report

•

Review of draft annual report and
accounts

•

Reassessment of audit strategy

•

Delivering our planned audit testing

•

Continuous communication on emerging

Completion
November 2019

Fieldwork
October 2019

Planning
June 2019

Key reporting and communication outputs
•

Interim
August 2019

issues
•

Clearance meeting

Key reporting and communication outputs
•

Regular update meetings with the finance team
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3.

AUDIT SCOPE, APPROACH AND TIMELINE (CONTINUED)

Reliance on internal audit
Where possible we will seek to utilise the work performed by internal audit to modify the nature, extent and timing of our audit procedures.
We will meet with internal audit to discuss the progress and findings of their work prior to the commencement of our controls evaluation
procedures.
Where we intend to rely on the work on internal audit, we will evaluate the work performed by your internal audit team and perform our
own audit procedures to determine its adequacy for our audit.
Management’s and our experts
Management makes use of experts in specific areas when preparing the College’s financial statements. We also use experts to assist us
to obtain sufficient appropriate audit evidence on specific items of account.
Items of account

Management's expert

Planned audit approach

Defined benefit pension liability and
associated accounting entries and
disclosures required by FRS 102.

Actuary – Hymans Robertson

We will consider the reasonableness of the actuarial
assumptions made, referring to our in-house pension
scheme experts.
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4.

SIGNIFICANT RISKS AND KEY JUDGEMENT AREAS

Following the risk assessment approach discussed in section 3 of this document, we have identified relevant risks to the audit of financial
statements. The risks that we identify are categorised as significant, enhanced or standard, as defined below:
Significant risk

A significant risk is an identified and assessed risk of material misstatement that, in the auditor’s judgment, requires
special audit consideration. For any significant risk, the auditor shall obtain an understanding of the entity’s controls,
including control activities relevant to that risk.

Enhanced risk

An enhanced risk is an area of higher assessed risk of material misstatement (‘RMM’) at audit assertion level other
than a significant risk. Enhanced risks incorporate but may not be limited to:

Standard risk

•

key areas of management judgement, including accounting estimates which are material but are not
considered to give rise to a significant risk of material misstatement; and

•

other audit assertion risks arising from significant events or transactions that occurred during the period.

This is related to relatively routine, non-complex transactions that tend to be subject to systematic processing and
require little management judgement. Although it is considered that there is a risk of material misstatement (RMM),
there are no elevated or special factors related to the nature, the likely magnitude of the potential misstatements or
the likelihood of the risk occurring.

The summary risk assessment, illustrated in the audit risk continuum below, highlights those risks which we deem to be significant and
other enhanced risks. We have summarised our audit response to these risks on the next page.

High

Risk

1
2
Financial
impact

1

Management override of control

2

Revenue recognition

3

3

Low
Likelihood

Low
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4.

SIGNIFICANT RISKS AND KEY JUDGEMENT AREAS
(CONTINUED)

We provide more detail on the identified risks and our testing approach with respect to significant risks in the table below. An audit is a
dynamic process, should we change our view of risk or approach to address the identified risks during the course of our audit, we will
report this to the Audit Committee.
Significant risks
Description of risk
1

Planned response

Management override of controls
Management at various levels within an
organisation are in a unique position to
perpetrate fraud because of their ability to
manipulate accounting records and prepare
fraudulent financial statements by overriding
controls that otherwise appear to be operating
effectively. Due to the unpredictable way in
which such override could occur there is a risk of
material misstatement due to fraud on all audits.

2

We will address this risk through performing audit work over:
• Accounting estimates impacting amounts included in the financial
statements;
•

Consideration of identified significant transactions outside the normal
course of business; and

•

Journals recorded in the general ledger and other adjustments made in
preparation of the financial statements

Revenue recognition
There is a presumption under International
Standards on Auditing that there is a significant
risk of fraud and error in the timing of revenue
recognition leading to the material misstatement
of revenue overall. This is because revenue is an
area of particular focus by users of financial
statements and can be subject to judgements as
to when grant income should be recognised and
if clawback conditions apply to the funding.

We will address this risk through performing audit work over:
• the design and implementation of controls management has in place to
ensure income is recognised in the correct period;
•

cash receipts around the year end to ensure they have been recognised
in the right year;

•

the judgements made by management in determining when non-grant
income is recognised; and

•

for major non-grant income, obtaining counterparty confirmation.

The risk above applies only to the non-grant
income generated by the College. The risk has
been rebutted in relation to the grant income
received by the College, given the highly
regulated nature of this income, and therefore
the low inherent risk associated with it.
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4.

SIGNIFICANT RISKS AND KEY JUDGEMENT AREAS
(CONTINUED)
Description of risk

3

Planned response

Expenditure recognition
For public sector organisations, the same risk can apply
to the recognition of non-payroll related expenditure and
contractual obligations. The pressure to manage
expenditure to ensure that budgeted outcomes are
achieved increases the risk surrounding fraudulent
reporting of expenditure.

We will address the risk through performing audit work over:
• the design and implementation of controls management has in
place;
• testing of non-payroll expenditure around the year end to
ensure transactions are recognised in the correct year;
• testing material year end payables, accruals and provisions;
and
• reviewing judgements about whether the criteria for recognising
provisions are satisfied.

Area of focus
Enhanced risks can arise from significant events occurring in relation to the period under review. The College has undertaken a
voluntary severance scheme during FY18/19. The scheme is approved by the Scottish Funding Council and is due to close on 31 July
2019. This has been assessed as an area of audit focus due to the funding received from the Scottish Funding Council to undertake
the scheme and the significant costs associated to ensure that the College can achieve the savings identified.

1

Area of focus

Planned response

Voluntary Severance Scheme

We will consider the procedures in place in relation to the operation
of the voluntary severance scheme:

The SFC has agreed to provide the College with
strategic funding in 2018/19 of £1.3m to support a
voluntary severance scheme as part of a two year
Finanical Sustainability Plan (FSP). In addition SFC
will provide £700k of strategic funding for both
2019/20 and 2020/21.

•
•
•

•
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4.

SIGNIFICANT RISKS AND KEY JUDGEMENT AREAS
(CONTINUED)

Key areas of management judgement
Key areas of management judgement include accounting estimates which are material but are not considered to give rise to a significant
risk of material misstatement. These areas of management judgement represent other areas of audit emphasis.

1

Area of management judgement

Planned response

Valuation of pension liabilities
The College makes contributions to two pension schemes
– the Scottish Teachers Superannuation Scheme (STSS)
and the Strathclyde Pension Fund (SPF). While both are
defined benefit schemes, it is not possible to identify the
College’s share of the underlying assets and liabilities in
the STSS and it is therefore accounted for as a defined
contribution scheme.

We will consider the College’s arrangements, including the
existence of any relevant controls, for making estimates in
relation to pension entries within the financial statements. We
will also consider the reasonableness of the actuary’s
assumptions used in providing the College with information in
the financial statements through the use of our internal experts.

The College’s share of the SPF’s underlying assets and
liabilities is identifiable and a net liability is recognised in
the accounts.
Given the scale of the liability recognised in the accounts,
a misstatement in the reported position could be material
to the financial statements.
2

Valuation of land and buildings
The College holds land and buildings with a net book
value of £113m as at 31 July 2018.
In line with the requirements of the Government Financial
Reporting Manual, the College has adopted a formal
revaluation policy of an external valuation every five
years, with a desktop, interim valuation performed during
the five year period. As the full valuation was performed
as at 31 July 2018, no revaluation is planned in the
current year.

We will undertake a range of substantive procedures including:
• review of management’s assessment as to whether the
value still reflects the prior year valuation;
• review of the reconciliation between the College’s asset
register and general ledger; and
• consider the College’s impairment review process for land
and buildings.
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SORP that assets are valued sufficiently regularly so that
the carrying value of the asset is not materially different
from its fair value.
The College is required to assess on an annual basis
whether there are indicators of impairment to assets at the
reporting date.
Given the significance of the value of fixed assets held, a
misstatement in the valuation could be material to the
financial statements.
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5.

WIDER SCOPE WORK

Our approach to wider scope work
The Code requires us to conclude and make a judgement on the four dimensions of wider scope work. These are:
• financial sustainability;
• financial management;
• governance and transparency; and
• value for money.
We set out below the work that we intend to perform to reach these judgements:
Dimension

Description

Our planned approach

Financial
sustainability

Extending our work on the going
concern assumption in the
financial statements looking
forward two to five years from
the reporting date, reviewing and
assessing the college’s
arrangements for financial
planning and affordable and
sustainable service delivery

We intend to consider:

The Governance Statement sets
out the internal control
arrangements and governance
framework in place for the year
under review

We intend to consider:

Financial management is
concerned with financial
capacity, sound budgetary
processes and whether the
control environment and internal
controls are operating effectively.

We intend to consider:

Governance
Statement

Financial
Management

If, during the year, we
Value for Money

1. Engagement and
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resources effectively and
continually improving services.
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•

the financial planning system in place for short, medium and long term
periods

•

the adequacy and accuracy of financial reporting arrangements

•

the reasonableness of affordability assumptions made in financial
planning

•

the effectiveness of internal control arrangements

•

the appropriateness of disclosures made in the Governance Statement

•

whether the disclosure requirements of the Accounts Direction and the
Code of Good Governance for Scotland’s Colleges have been met

•

the monitoring of the effectiveness of internal control arrangements

•

whether the College’s budgetary control system is timely and
accurate

•

whether and how the College has assessed its financial capacity
and skills
We intend to consider:
•
•

2
8
the focus on improving value for money and the pace of change at40
the College.
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5.

WIDER SCOPE WORK (CONTINUED)

Identified significant risks to our wider scope work
We have also considered, as part of our planning, whether there are significant risks that would impact on any of the four areas of our
wider scope work that require special audit consideration. At the planning stage we have identified one significant risks, as detailed below.
Should our assessment of risk, or our planned approach to address the risk change during the course of the audit, we will report this to the
Audit Committee.
Description of significant risk

Planned response

Financial sustainability
Our 2017/18 Annual Audit Report concluded that Ayrshire
College had adequate planning arrangements in place,
however, financial sustainability concerns had been
identified.
The College and its Board are aware of the financial
challenges and associated risks that it faces. A
funding gap of £11.89m has been identified over a 5 year
period principally as a result of the contractual PFI capital
and interest payments of £1.4m per annum in respect of the
Kilwinning Campus along with increasing staff costs as a
result of National Bargaining.

We intend to consider:
•
•
•
•
•

the forecast financial position in the five year financial plans
submitted to the SFC;
the financial and resource implications of any voluntary
severance scheme proposed to be run by the College;
the College’s achievement of requirements set by the SFC on
receipt of funding;
alternative plans being considered by the College to ensure a
balanced budget is achieved; and
the financial reporting arrangements in place at the
College.

The College engaged in discussions with the SFC and has
prepared a detailed Financial Sustainability Plan to obtain
additional strategic funding in 2019/20 and 2020/21, with
further funding of £1.3m for a voluntary severance scheme
being committed by the SFC in 2018/19. The plan was
submitted in December 2018. The rationale of the plan is to
reduce operational costs to enable the affordability of the
contractual PFI payments from core funding. The SFC has
also pledged support of £0.7m each year for a two year
period (2019/20 and 2020/21) to help the College meet it’s
PFI payment in respect of Kilwinning Campus.
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As the Financial Sustainability Plan is still in its infancy and
voluntary severance is still in the process of being arranged,
we consider there still remains a risk to the College
achieving financial sustainability.
The College also continues to manage its Estate portfolio
and budgeted expenditure to ensure that cost savings are
made wherever possible.
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6.

FEES FOR AUDIT AND OTHER SERVICES

Fees for audit and other services
Our fees for the audit of the financial statements and for any other services are outlined in the tables below.
2018/19 proposed fee

2017/18 final fee

£

£

Auditor remuneration

29,780

26,580

Pooled costs

1,570

1,700

Contribution to Audit Scotland costs

1,650

1,480

Total Fee

33,000

29,760

Service

The fees outlined above are provided on the basis that we will receive a high-quality set of draft financial statements, supported by good
working papers. Should we be required to perform significant levels of additional audit work, or face significant delay in our audit, we will
discuss the impact of this on our proposed fee with management.
Audit Scotland planning guidance allows the auditor to increase the auditor remuneration by to 10%. We have applied that increase this
year in light of the additional work required from the Wider Scope significant risks.

1. Engagement and
responsibilities

2. Your audit
team

3. Audit scope

4. Significant
risks and key
judgements

5. Wider scope
work

2
8
40
8
4 83
# :04
e 539
g
le 89:
l
0
Co 9
re 201
i
sh 1/
r
1
Ay 6/
0 8. Materiality

6. Fees

7.
Independence

and
misstatements

Appendices

7.

OUR COMMITMENT TO INDEPENDENCE

We are committed to independence and are required by the Financial Reporting Council to confirm to you at least annually, in writing, that
we comply with the Financial Reporting Council’s Ethical Standard. In addition, we communicate any matters or relationship which we
believe may have a bearing on our independence or the objectivity of the audit team.
Based on the information provided by you and our own internal procedures to safeguard our independence as auditors, we confirm that in
our professional judgement there are no relationships between us and any of our related or subsidiary entities, and you and your related
entities creating any unacceptable threats to our independence within the regulatory or professional requirements governing us as your
auditors.
We have policies and procedures in place which are designed to ensure that we carry out our work with integrity, objectivity and
independence. These policies include:
•

all partners and staff are required to complete an annual independence declaration;

•

all new partners and staff are required to complete an independence confirmation and also complete computer-based ethical training;

•

rotation policies covering audit engagement partners and other key members of the audit team;

•

use by managers and partners of our client and engagement acceptance system which requires all non-audit services to be approved
in advance by the audit engagement partner.

We confirm, as at the date of this document, that the engagement team and others in the firm as appropriate, and Mazars LLP are
independent and comply with relevant ethical requirements. However, if at any time you have concerns or questions about our integrity,
objectivity or independence please discuss these with Lucy Nutley in the first instance.
Prior to the provision of any non-audit services, Lucy Nutley will undertake appropriate procedures to consider and fully assess the impact
that providing the service may have on our auditor independence.
Any emerging independence threats and associated identified safeguards will be communicated in our Annual Audit Report.
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8.

MATERIALITY AND MISSTATEMENTS

Definitions
Materiality is an expression of the relative significance or importance of a particular matter in the context of financial statements as a
whole. Misstatements in financial statements are considered to be material if they, individually or in aggregate, could reasonably be
expected to influence the economic decisions of users taken on the basis of the financial statements.
Summary of initial materiality thresholds
Initial threshold
Threshold
£
Overall materiality

1,042,000

Performance materiality

834,000

Trivial threshold for errors to be reported to the Audit Committee
Specific materiality for Remuneration and Staff Report

31,000
500

Materiality
Judgements on materiality are made in light of surrounding circumstances and are affected by the size and nature of a misstatement, or a
combination of both. Judgements about materiality are based on consideration of the common financial information needs of users as a
group and not on specific individual users.
The assessment of what is material is a matter of professional judgement and is affected by our perception of the financial information
needs of the users of the financial statements. In making our assessment we assume that users:
•

have a reasonable knowledge of business, economic activities and accounts;

•

have a willingness to study the information in the financial statements with reasonable diligence;

•

understand that financial statements are prepared, presented and audited to levels of materiality;

•

recognise the uncertainties inherent in the measurement of amounts based on the use of estimates, judgement and the consideration
of future events; and

•

will make reasonable economic decisions on the basis of the information in the financial statements.

We consider materiality whilst planning and performing our audit based on quantitative and qualitative factors.
Whilst planning, we make judgements about the size of misstatements which we consider to be material and which provides a basis for
determining the nature, timing and extent of risk assessment procedures, identifying and assessing the risk of material misstatement and
determining the nature, timing and extent of further audit procedures.
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The materiality determined at the planning stage does not necessarily establish an amount below which uncorrected misstatements, either
individually or in aggregate, will be considered as immaterial.
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8.

MATERIALITY AND MISSTATEMENTS (CONTINUED)

Performance Materiality
Our audit testing is based on a level of performance materiality, which is a percentage of overall materiality, but also dependent on the
level of inherent risk assessed on the area being tested. It is the level we use to calculate our sample sizes, and is our acceptable
difference in any substantive analytical procedures. It is lower than overall materiality as it helps to reduce the risk that the total of the
uncorrected or undetected misstatements does not exceed materiality for the financial statements as a whole. It is based on between 50
– 80% of overall materiality depending on the risk level. Our initial assessment of performance materiality is based on low inherent risk,
meaning that we have applied 80% of overall materiality as performance materiality.
Specific Materiality
We assess specific materiality if there is one or more particular classes of transactions, account balances or disclosures for which
misstatements of lesser amounts than materiality for the financial statements as a whole could reasonably be expected to influence the
users of the financial statements. Specific materiality focuses on the qualitative nature, as well as the size, of an item. It recognises that, in
some circumstances, it may take a much smaller misstatement to influence the user of the financial statements.
We are required to provide an opinion as to whether the audited part of the Remuneration and Staff Report has been properly prepared.
Given the sensitivity of the disclosures made in the Remuneration and Staff Report, we have assessed a specific materiality for this work
at £500, being the level that would impact rounding for figures shown to the nearest £’000.

Misstatements
We aggregate misstatements identified during the audit that are other than clearly trivial. We set a level of triviality for individual errors
identified (a reporting threshold) for reporting to the Audit committee that is consistent with the level of triviality that we consider would not
need to be accumulated because we expect that the accumulation of such amounts would not have a material effect on the financial
statements. Based on our preliminary assessment of overall materiality, our proposed triviality threshold is £31,000 based on 3% of
overall materiality. If you have any queries about this please do not hesitate to raise these with Lucy Nutley.
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APPENDIX A – KEY COMMUNICATION POINTS
ISA (UK) 260 ‘Communication with Those Charged with Governance’, ISA (UK) 265 ‘Communicating Deficiencies In Internal
Control To Those Charged With Governance And Management’ and other ISAs (UK) specifically require us to communicate
the following:

Required communication

Audit Strategy
Memorandum

Audit Completion
Report

Our responsibilities in relation to the audit of the financial statements and our wider
responsibilities
Planned scope and timing of the audit
Significant audit risks and areas of management judgement
Our commitment to independence
Responsibilities for preventing and detecting errors
Materiality and misstatements
Fees for audit and other services
Significant deficiencies in internal control
Significant findings from the audit
Significant matters discussed with management
Our conclusions on the significant audit risks and areas of management judgement
Summary of misstatements
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Management representation letter
Our proposed draft audit report
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Ayrshire College

(Paper 7)

Audit Committee
11 June 2019
Subject:

2018-19 Internal Audit Rolling Internal Audit Action Plan at 3 June

Purpose:

To provide Members with an update on the Rolling Internal Audit
Action Plan as at 3 June 2019

Recommendation:

The Audit Committee notes the content of this paper.

1.

Background
The rolling Internal Audit Action Plan was last presented to the Audit Committee at its
meeting on 19 March 2019. The rolling action plan is updated on an exceptions basis
for actions approved by the Audit Committee which are now beyond their agreed
completion dates.

2.

Current Situation
The Rolling Internal Audit Action Plan for 2018-19 onwards covers any audit
recommendations made by our current internal auditors (BDO), once the audit reports
and proposed management responses have been approved by the Audit Committee.
The three year audit plan approved by the Audit Committee on 18 June 2018
commenced on 22 October 2018 with an audit of the College’s risk management
arrangements.
Table 1 below lists all recommendations from the internal audits that are due to have
been completed by 3 June 2019. Table 1 also shows if the recommendation has been
actioned or is still remaining.
Table 1

Ref
1
2

Audit
Year
2018-19
2018-19

Audit Area
Risk Management
IT Security
Total

Points
Raised
1
1
2

Actioned
in Period
1
1
2

Remaining
Points
0

2
8
40
8
1. Risk Management
4 38
The action relates to the inclusion of inherent risk scores in the College’s risk registers.
# :40
e risk
Members are asked to note that the inherent risk score is now shown for each
359 in
g
:
the College’s strategic risk register.
lle 098
o
C 9
2. IT Security
e
r 201process and
i
The item above relates to the College documenting its existing patching
sh 1/
that a feasibility study will be undertaken on adopting a test environment
for patch
r
1
y
/
management. This item was completed in May 2019.
A 6
0
Management continues to work to complete all the proposed management responses
to audit findings within the timescales outlined. Progress against these audit
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recommendations will be formally reported to the Audit Committee on an exceptions
basis when the recommendation is due for completion.
3.

Proposals
No further proposals are contained in this report.

4.

Consultation
No formal consultation is required to be completed given the subject matter of this
report.

5.

Resource Implications
There are no resource implications to be noted in this paper.

6.

Risks
An effective and challenging Internal Audit service is a key element in the
management of risk within the College.

7.

Equality Impact Assessment
An impact assessment is not applicable to this paper given the subject matter.

8.

Conclusion
The Audit Committee notes the content of this paper.
Michael Breen
Vice Principal, Finance and Skills
3 June 2019
(James Thomson, Director of Finance and Student Funding)

Publication
This paper will be published on the College website.
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