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1 Background 

 The Auditor General for Scotland has appointed Scott-Moncrieff as external auditor to Glasgow 

Colleges’ Regional Board (Regional Board) for the two year period 2014/15 to 2015/16.  This 

document provides the Regional Board’s Management and Audit Committee with a status update in 

respect of the external audit of the 2014/15 financial statements. 

1.1 Responsibilities of Scott-Moncrieff 

 Public sector auditors have a far wider remit than auditors in the private sector.  The audit of publicly 

funded bodies requires to provide not only assurance on the bodies’ financial statements but also to 

review matters such as legality, propriety and value for money.  The auditors’ responsibilities, as set 

out in the Code of Audit Practice, are: 

 To provide an opinion on the financial statements of the Regional Board, including an opinion 

on the regularity of transactions; 

 To review and report on the Regional Board’s corporate governance arrangements as they 

relate to its systems of internal control, the prevention and detection of fraud and irregularity, 

standards of conduct, prevention and detection of corruption and financial position; 

 To review and report, as far as required by the Auditor General for Scotland, on aspects of the 

Regional Board’s arrangements to manage its performance, as they relate to economy, 

efficiency and effectiveness in the use of resources (value for money audit). 

.   

1.2 Responsibilities of the Regional Board 

The Regional Board is accountable to the public for the stewardship of funds under its control.  The 

Regional Board is therefore responsible for: 

 safeguarding assets and ensuring the regularity of transactions by establishing adequate 

systems of internal control; 

 maintaining proper accounting records;  

 preparing financial statements which show a true and fair view and comply with relevant 

accounting standards; 

 taking reasonable steps for the prevention and detection of fraud and other irregularities; and 

 managing its affairs to secure the economic, efficient and effective use of resources. 

 

1.3 The Role of the Auditor General and Audit Scotland 

The Auditor General for Scotland is an independent office and appoints auditors to public bodies in 

Scotland in the health, central government and further education sectors.  In addition, the Auditor 

General has a range of powers under the Finance and Accountability (Scotland) Act 2000 in directing 

the audit of public bodies in Scotland. 

These powers include the following: 
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 Establishing a Code of Audit Practice which sets the framework for undertaking public audit in 

Scotland 

 Under Section 22 of the Act, the Auditor General can issue a report to Parliament on any 

matter arising from the financial statements audit process.  This report must be laid by 

Ministers in Parliament alongside the annual report and accounts of the individual body.  

 Under Section 23 of the Act, the Auditor General has additional powers to report to 

Parliament on issues of public interest or value for money.  These reports tend to be more 

wider in scope. 

The Auditor General acts independently of Parliament and S22 or S23 reports are usually considered 

by the Parliamentary Audit Committee (PAC) which can call witness to examine further issues raised 

by the Auditor General. 

Audit Scotland provides services to the Auditor General and works with private sector audit providers 

and others in gathering evidence to support the Auditor General in discharging her functions under 

the Act. 
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2 Audit strategy 

2.1 Audit approach 

Our audit of the financial statements will follow a risk based approach, where we will focus on the 

areas of higher risk, testing and reviewing all material amounts and disclosures, ensuring they have 

been undertaken in accordance with guidance issued by Scottish Ministers.  

In respect of corporate governance, we are required to review and report on the Regional Board’s 

arrangements in place, covering: i) systems of internal control, ii) prevention and detection of fraud 

and other regularities, and iii) standards of conduct and the prevention and detection of corruption 

and the Regional Board’s financial position. 

As part of our planning of the above, we prepare a preliminary risk assessment based on discussions 

with the Regional Board’s management, supported by review of internal documentation and policy. 

However, our discussions with management to date have highlighted a number of significant matters, 

as set out in section 2.2 below, that remain unresolved which prevent us completing our risk 

assessment at this time. As a result, we are not in a position to present a full Audit Planning Report to 

this Audit Committee. 

 

2.2 Issues impacting on our 2014-15 Audit Plan 

We have had a number of helpful and constructive meetings with officers to start the planning process 

for the 2014-15 audit of the Regional Board.  This process has identified a number of issues which we 

are working together to resolve.  However, some of these issues are relevant to the potential scope of 

our audit work and we will not be in a position to formalise an audit plan and audit fee for the Regional 

Board until these issues are resolved.  

Current key issues including the following: 

 An ‘Accounts Direction’ for the Regional Board was issued by the Scottish Government on 29 

April 2014 setting out the accounting framework to be adopted by the Board. However, a 

number of issues have changed since that original Accounts Direction was issued and the 

Scottish Funding Council (SFC) is currently reconsidering the appropriateness of the 

proposed accounting framework to be followed. The Board will not be in a position to prepare 

a compliant set of accounts until the Accounts Direction is formalised. 

 A key accounting issue to resolve is whether the Regional Board will be required to prepare 

accounts which consolidate the results of the three Glasgow Colleges. This is a technical 

matter which is partly dependent on how the Accounts Direction referred to above is finalised.  

However, it may be challenging for the Regional Board to prepare and submit consolidated 

accounts by the end December statutory deadline should it be required to do so. 

 The Regional Board has not yet been granted operational fundable body status from the 

SFC. Without this, the Regional Board is not in a position to perform all intended 

responsibilities as set out in the Act.  This raises some governance and accounting issues, for 
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example, around the extent to which the Regional Board was able to discharge its statutory 

responsibilities during the year. 

 A further consequence is that payments for Regional Board costs was made by either the 

SFC, Glasgow Caledonian University, or the City of Glasgow College at various times during 

the year.  So the nature and purpose of the funding for these costs may present some 

challenges for the audit and accounting process.  We are working with officers to work 

through the accounting and audit issues associated with these arrangements. 

 The Regional Board has faced a number of widely reported strategic, operational, 

governance, and people challenges since its inception.  A new Interim Chair and Interim 

Chief Officer have recently been appointed, but there remains a number of organisational, 

governance, performance and leadership issues to resolve before the Regional Board can be 

fully effective in its role.  Part of the role of audit will be to provide an independent 

assessment of how the Board has managed these challenges over the last year, how 

effective the Board has been in meeting its statutory responsibilities under the Act, and in 

assessing the robustness of plans to take the organisation forward. 

 Given the level of public interest in the Regional Board, and the complexity of some of the 

governance, performance, accounting and audit challenges identified above, the Board is a 

‘higher’ risk organisation from an external audit perspective at this point. 

 

2.3 Next Steps 

We will continue to work with officers and Audit Scotland to support the progression of the key issues 

outlined above and we hope to be in a position to prepare an audit plan and agree an audit fee in the 

near future.   

It would be helpful to agree with the Audit Committee how it would like that audit plan to be 

communicated to members before being finalised.
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