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1.

Report Purpose

1.1.

To update Committee members on GCRB action to implement the external audit
recommendations made within Scott-Moncrieff’s external audit report for 2014-15.

Recommendations

2.1. The Committee is invited to:
= note and comment on the implementation update report attached as Annex A to
this report; and
= request the Executive Director to bring a further management update to the next
meeting of the GCRB Audit Committee.

Background

3.1. As part of the audit of the annual accounts, the external auditors produce an external
audit report. A copy of the final version of the external audit report is sent to the
Scottish Funding Council, Audit Scotland and the Scottish Government. The Scottish
Government lays a copy of the external audit report in the Scottish Parliament, along
with the annual report and accounts.

3.2. Three areas of issue were identified within the external audit report. These related to:

e Governance;
e Uncertainty regarding the benefit to GCRB of certain legal costs; and
e Absent contract documentation.

3.3. Recommended actions were specified in relation to Governance and contract
documentation. No actions were required in relation to legal costs as the auditor was
satisfied that a scheme of delegation had since been introduced by management.

3.4. The annex to this paper provides for members’ information an update on GCRB

management action to implement the recommendations made by the auditor. Further
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work is required to implement the auditor’s recommendations and the Executive
Director will bring a further progress update to the next meeting of the GCRB Audit
Committee.

Risk Analysis

4.1. Where arrangements over the supply of goods and services are not formally
documented and agreed, there is a risk that the interpreted terms and conditions may
be breached by either party, having a detrimental effect on the GCRB being able to
successfully deliver its responsibilities. Further, unforeseen costs may arise, outwith the
scope of the GCRB budget, putting additional pressure on delivering an efficient and
effective service within the funding allocated.

Legal Implications

5.1. The annual report and accounts were prepared in accordance with all relevant legal and
regulatory requirements and the external auditors did not notify GCRB of any omissions
in that regard.

Financial Implications

6.1. The draft annual report and accounts is the formal statement of GCRB’s expenditure for
its first accounting period.

Regional Outcome Agreement Implications

7.1. There are no specific implications for the 2015-16 Regional Outcome Agreement.
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Annex 1. External Audit Recommendations — Implementation Update

Action plan point

Issue & Recommendation

Management Update

1. Governance

The GCRB has not yet been awarded fully-operational fundable body status
by the SFC and is therefore not in a position to fully exercise its strategic
management and coordination duties as set out under the Post-16
Education (Scotland) Act. Despite this, the GCRB has been operational
during the course of 2014/15, supported by public funds. As required by
paragraph 17 of part 1 of the Financial Memorandum with Fundable Bodies
in the College Sector, the GCRB must comply with the principles of good
governance set out within the Code of Good Governance for Scotland’s
Colleges. The GCRB 2014/15 Accounts Direction, as issued by the SFC,
further clarifies that the GCRB governance statement should adequately
explain the GCRB’s unique governance arrangements in place during the
period. In line with the principles of comply or explain, explanation should
be provided in the event that the GCRB’s practices are not consistent with
principles. The GCRB must clearly set out a timetable and action plan
detailing how it will comply with the good governance requirements of the
SFC in order to achieve fully-operational fundable body status as soon as
practical. This action plan and timetable should be formally agreed with
the SFC.

The SFC has confirmed formally to GCRB that it has made
significant and effective progress in operating effectively
as a Regional Strategic Body, and is fulfilling its statutory
role to secure coherent provision of high quality further
and higher education. In liaison with the SFC, GCRB are
working on a detailed transition plan which sets out tasks
and timeframes related to funding, monitoring and
financial arrangements which will allow fully-operational
fundable body status to be implemented.

We expect the handover process to be completed over
the next 3-4 months with GCRB taking up its fully-
operational status by April 2017 at the latest.

The SFC Board will consider GCRB progress to fundable
body status at its December meeting.

Attached as Annex B to this report is the paper being
presented to the full Board on 12 December 2016
providing an update on transition planning fully
operational fundable body status.




Action plan point

Issue & Recommendation

Management Update

3. Absent
contract
documentation

Observation from the audit work performed - we have identified three
instances where we would have expected formal contracts / equivalent to
have been in place between the GCRB and the bodies supplying the goods
or services, yet they did not exist:

= The GCRB’s Executive Assistant is on secondment to the GCRB from
Glasgow Clyde College. There is no documented secondment
agreement in place to support this arrangement.

= The GCRB rented two office spaces within Glasgow Caledonian
University during the 2014/15 period. There was a letter of
agreement in place between the SFC and Glasgow Caledonian
University regarding the larger of the office spaces, however no
similar documentation could be provided in respect of the second
room. We are satisfied that no further action is required by
management with regard to this matter, as office accommodation
is now provided free of charge by the City of Glasgow College.

= During 2014/15, there were no Service Level Agreements in place
between the GCRB and the member colleges in respect of the
administrative services being provided to the GCRB free of charge
e.g. finance, HR, IT, accommodation etc. However we consider
that management have already taken appropriate steps in
rectifying the absence of such documentation: the agreement with
Glasgow Clyde College has now been formalised and the
agreements with City of Glasgow College and Glasgow Kelvin
College are currently in draft form.

Recommendation:
The GCRB should ensure that all such arrangements entered into are

formally documented and approved, satisfying that there is a clear audit
trail in place should any problems arise.

A secondment agreement was drafted and reviewed by
GCRB'’s lawyers on the recommendation of the GCRB
Audit Committee. This highlighted potential VAT issues
and specialist VAT advice was provided which confirmed
that VAT may be liable. A paper is being prepared for the
GCRB Nominations and Remuneration Committee setting
out the range of potential issues relating to GCRB
employment and requesting authorisation to instruct
further legal advice which will provide an overview of
GCRB employment options and associated risks and costs
to the organisation. A further update on progress related
to this will be provided at the next meeting of the Audit
Committee.

A generic service level agreement has been agreed
between the colleges and GCRB which allows changes to
be made to service arrangements without legal services
being employed, whilst still ensuring that a clear audit
trail is in place. Arrangements for the generic service
level agreement will be implemented from January 2017.
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1. Report Purpose

1.1 To update the Board on progress made to ensure GCRB has the capacity to meet its fully-
operational fundable body obligations when these are implemented by the Scottish
Funding Council (SFC).

2. Recommendations

2.1 The Boardis invited to:

e note that GCRB and the SFC are working on a transition plan to allow fully-
operational fundable body status to be implemented on April 1, 2017

e note the work underway for GCRB to develop and implement appropriate funding
allocation and financial monitoring arrangements before April 1, 2017.

e consider and agree to the proposal that GCRB’s internal auditor and lawyer are
contracted to support this transition planning work;

e note that the Chair of GCRB will formally request that SFC provide additional
resources to the Glasgow College Region for GCRB staffing costs;

e consider GCRB staffing proposals and, subject to any amendment, request the
GCRB Nominations and Remuneration committee further develop these for
consideration at the next meeting of the GCRB board; and

e request a further update on transition planning progress at the next meeting of the
Board.
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3. Background
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Annex B

3.1 Following a review of GCRB governance arrangements, the Scottish Funding Council has

confirmed formally to GCRB that it has made significant and effective progress in operating

effectively as a Regional Strategic Body, and it is their view that GCRB is fulfilling its statutory
role to secure coherent provision of high quality further and higher education.

3.2 GCRB and the SFC are now working on a detailed transition plan which sets out tasks and

timeframes related to funding, monitoring and financial arrangements which will allow fully-
operational fundable body status to be implemented by April 1, 2017.

3.3 At the meeting of the GCRB Board on the 31 October 2016, members considered a
presentation provided by the SFC which described the financial monitoring requirements

which GCRB would be responsible for developing and maintaining.

3.4 Following this discussion, members reviewed a paper which set out in more detail the full

extent of GCRB’s statutory and governance responsibilities, and which asked members to

consider the implications of this on GCRB staff capacity to meet these obligations.

3.5 This paper provides members with an update on ongoing work to develop GCRB

arrangements for funding allocation and financial monitoring, and which further develops
proposals related to increasing GCRB staffing capacity.

4. Developing GCRB arrangements for funding allocation and financial monitoring

4.1 The table below provides a summary of the areas of work which GCRB requires to complete
prior to becoming fully-operational and an indication of planned timescales to enable fully-

operational status to be implemented by April 1, 2017.

Development work required for GCRB funding/performance monitoring arrangements

Aspect Action ol c|l 2| &| 5| &
ol &8 &= g2

Agree teaching grant funding allocation model

Funding . .

.. Develop and agree capital grant allocation model

decisions
Management of conflict of interest
Develop GCRB banking arrangements and associated
GCRB finance procedures

Fundin o . .

'g Finalise and audit grant awarding procedures
allocation

Agree with SFC assigned college financial
memorandum
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Annex B
Aspect Action
— >
9l €| @ ®| 58| ®
el &l 2| 5| g2
Develop and audit financial monitoring arrangements
Funding P 8 g
monitoring . I
Agree position on accounts consolidation
Develop and agree GCRB procedures for inter-region
Funding . P 8 P 8
movement/ funding movement
Develop and agree GCRB procedures for funding
recovery
recovery
Develop and agree regional activity targets for
Student activity P 8 & ytarg
. 2017/18
planning/
monitoring Develop and agree target monitoring procedures

4.2 Further detail on the areas of action set out above, including current progress is provided in
Annex A.

4.3 It is proposed that Henderson Loggie, GCRB’s Internal Auditor is contracted to support
completion of the following actions within the required timescales:

e develop GCRB banking arrangements and associated GCRB finance procedures;
e finalise and audit grant awarding procedures; and
e develop and audit financial monitoring arrangements

4.4 It is proposed that GCRB'’s solicitors are engaged to support work to:

e develop and agree GCRB procedures for inter-region funding movement; and
e develop and agree GCRB procedures for funding recovery

4.5 In terms of the development of procedures for allocation of capital funding, following the
recommendation of the Audit Scotland report on the College Sector that the allocation of
capital funding should take account of need, the SFC are currently undertaken a national
review of the college estate. As a funding body, GCRB therefore similarly requires to work
with the Glasgow colleges to determine the current condition of the regional estate and
prepare a plan to ensure that it is fit for purpose. Given the complexity and scale of this
task, it may be appropriate to seek support from external consultants in order to complete
this within required timescales. However, whilst this work requires to be completed within
this academic year, the transition to full-operational fundable body status is not contingent
on this being finalised in advance of April 2017.
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5. Developing GCRB Staffing Capacity

5.1 The transition paper presented to the Board in October asked members to consider current
GCRB staffing capacity to meet the responsibilities which GCRB will be held accountable for
once fully-operational status is granted.

5.2 Discussion by members at the meeting raised the issue of an SFC funding contribution to
GCRB costs based on the rationale that as SFC were transferring a statutory responsibility to
GCRB, there was a valid basis on which to suggest that staff resources should also be
transferred to GCRB. Based on the views expressed by members, the Chair of GCRB will
formally request that SFC provide additional resources to the Glasgow College Region for
GCRB staffing to deliver the transferred statutory responsibilities and the GCRB Chair is
scheduled to meet with the SFC Interim Chief Executive to discuss this on 9 December 2016.

5.3 Alongside discussion of the funding impact of any additional staffing, GCRB members also
requested that further work was undertaken to scope out more explicitly the work GCRB
was required to undertake on an annual basis and to set out from this related GCRB staffing
requirements.

5.4 The paper on transition planning provided to the GCRB Board at the October 31 meeting set
out in summary the range of responsibilities to which GCRB will be held accountable once
fully-operational fundable body status is achieved. These were grouped under three main
headings:

1. strategy development and ROA related responsibilities;
2. funding and financial management responsibilities; and
3. governance responsibilities.

5.5 Annex B provides an overview of these responsibilities set out over a standard academic
year and this is intended to demonstrate more fully the extent of activity which GCRB will be
required to undertake on an ongoing basis to fulfil its statutory responsibilities.

5.6 Based on the extent of responsibilities and activities set out in Annex B, it is proposed that
for GCRB to operate effectively, that its staffing complement should be increased and that it
should recruit a Finance and Resources Director and a Curriculum and Quality Director. The
table overleaf sets out at a high-level, an overview of the suggested remits of these posts.
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Proposed GCRB Staffing Roles

Finance and Resources

Curriculum and Quality

Lead and support activity which enhances
long-term regional financial planning and
sustainability.

Collect, collate, monitor and review
assigned college financial information and
provide independent evaluative reports to
GCRB highlighting risks and identifying
mitigating actions.

Lead, support and report on collaborative
activity to develop regional funding
approaches which align to delivery of
regional strategic goals and which improve
the efficient use of regional funds.
Support the strategic management of the
regional estate and the provision of high
quality learning environments.

Lead, support and report on collaborative
activity to enhance the regional internal
control environment, including improving
the alignment of internal audit and risk
management functions.

Coordinate and manage short-life projects
and report on their delivery to GCRB and
stakeholders.

Undertake, and report on, environment
scanning activity which highlights relevant
stakeholder and socio-economic needs
and identifies regional curriculum planning
impacts.

Lead, support and report on the
collaborative development of strategies to
deliver a coherent regional curriculum
which meets regional social and economic
needs and integrates with other education
provision.

Participate in the joint leadership of
regional self-evaluation activity and
assigned college quality arrangements and
report on this to GCRB and the SFC.
Collect, collate, monitor and review
assigned college student records
information and provide independent
evaluative reports to GCRB highlighting
risks and identifying mitigating actions.
Coordinate and manage short-life projects
and report on their delivery to GCRB and
stakeholders.

5.7 With respect to the above proposals, members should be aware that Scottish Government

estimates of GCRB staffing needs which were set out when the Post-16 Education Act was

being drawn up, suggested that a regional strategic body such as GCRB was likely to require

a chief officer, a finance officer and a regional curriculum lead. The staffing proposals set

out above therefore align closely to this initial Scottish Government analysis.

5.8 Whilst recognising that discussions with the SFC over the potential transfer of additional
regional resource are still ongoing, it is suggested to members that they consider and, and

subject to any amendment, request the GCRB Nominations and Remuneration committee to

further develop these and provide more fully developed proposals at the next meeting of

the GCRB board. This would allow the two staffing proposals to be more fully scoped out

and preparatory work undertaken which would enable GCRB to be in a position to fulfil its

responsibilities should the SFC grant fully-operational status by April 1, 2017 as planned.
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6. Risk Analysis

6.1 Management of the following risks identified by GCRB in its risk register is contingent on
GCRB having the capacity to fulfil its specified responsibilities:

e If SFCis not satisfied with how GCRB has responded to its requirements for fully-
operational fundable body status, GCRB’s ability to make a positive difference on the
student experience in Glasgow might be constrained

o |f key stakeholders lose confidence in GCRB, leverage of current and future
partnership resources for delivery of the ROA will be impaired.

e |[f the assigned colleges lack confidence in the quality of GCRB’s governance,
effective collaboration across the region will be impaired and GCRB's ability to make
a positive difference on the student experience in Glasgow might be constrained

e If staff across the region lack confidence in regional co-ordination of key change
activities, collaboration will be ineffective.

e If GCRB is unable to improve its reputation, its ability to ability to make a positive
difference on the student experience in Glasgow might be constrained

e The Regional Outcome Agreement is not appropriately aligned with local needs/
market intelligence and curriculum planning does not respond appropriately to
regional needs.

6.2 A key risk to achieving fully-operational fundable body status within the planned timescale
of April 1, 2017 is the limited staff capacity within GCRB to undertake the extent of work
required, alongside other commitments. To mitigate this risk, it is proposed that GCRB’s
internal auditor and lawyer are contracted to support transitional planning work.

7. Legal Implications

7.1 The transition planning work described in this paper is intended to develop GCRB capacity to
enable it to take full responsibility for its statutory obligations.

8. Financial Implications

8.1 This paper recommends that GCRB’s internal auditors and lawyers are contracted to support
transitional planning work. Estimated costs for this are approximately £3-5k and can be met
from GCRB'’s existing resources.

8.2 Resources required for additional staffing would be more extensive and are currently
estimated at an additional cost to GCRB of £150 — £180k. The funding for this would have to
be either provided as additional resource from SFC or allocated from the main grant
provided to the region. Members should note that it was suggested by the Scottish
Government when the Post-16 Education Act was being implemented that any regional
staffing costs would be met from current funding through the identification of regional

efficiencies.
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9. Regional Outcome Agreement Implications
9.1 Once fully—operational fundable body status is granted, the SFC will enter into an outcome
agreement with a regional strategic body. Both that outcome agreement and the associated

conditions of grant will form the basis of the regional strategic body’s accountability to the
SFC.
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Annex A: Action plan for development of GCRB funding/performance monitoring arrangements
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1. Funding Decision Arrangements

Aspect Action Notes
viclial g5 5 @&
6 8 2isi & s
Agree Teaching Grant Funding Review funding elements Complete
Allocation Model Finalise price bands Complete
Finalise assumed fee-levels estimates.
Develop and agree Capital Grant Assess regional estates needs within context Work not yet started — may require
Allocation Model of national SFC review of estates needs. consultancy support
Identify impacts of any proposed capital
allocation approaches
GCRB agreement of approach for 2017/18.
Agree approach to management of Board discussion as to whether it wishes to Clarification provided earlier by SFC
Conflict of Interest seek Scottish Government approval to alter and Standards Commissioner
its code of conduct.
2. Funding Allocation Arrangements
Aspect Action Notes
Vi ciol & 5 &
a8 s & =
Put in place GCRB banking Undertake needs assessment with RBS Complete

arrangements and associated GCRB
finance procedures

Complete application process

Develop and agree account management
and control arrangements

Suggest that internal auditor support
this development

Finalise grant awarding procedures

Review draft existing procedures and
identify development needs

Design new procedures and set out control
and monitoring arrangements

Suggest that internal auditor support
this development

Agree with SFC assigned college

SFC to notify GCRB of their approval of FM

Formal feedback on draft FM provided
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Financial Memorandum

Glasgow College position on FM.

SFC/GCRB to consider and respond to City of

by colleges. City of Glasgow College
confirmed in writing that it is not
currently willing to agree to the FM.

3. Funding Monitoring Arrangements

Aspect Action Notes
¢l el 2| 5| 5| &
| 8| &| 2| <| =
Develop Financial Develop financial monitoring arrangements for: Need to develop mechanism and
Monitoring Arrangements | initial budget information return templates for collating college data
monthly and annual cash flow returns and reporting to SFC, and GCRB Board
quarterly and annual resource return and Committees. Recommend internal
in-year Annual Managed Expenditure (AME) return auditor support the development of
Whole of Government Accounts (WGA) return these.
Financial Forecast returns
Student Support returns
Agree position on Receive feedback from Auditor General Feedback provided by two other multi-
accounts consolidation Agree final position for 2016-17 college regions.
4. Funding Movement/Recovery Arrangements
Aspect Action Notes
9|l c| 2| 85| 5| &
ol 8| 2| g =

GCRB procedures for
approach to in-year inter-
region funding movement
and funding recovery

Develop approach and procedures

Seek GCRB Board agreement

May need to instruct legal advice
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4. Student Activity Monitoring Arrangements

Aspect

Action

Dec

Jan

Feb

Mar

Apr

May

Notes

Procedures for monitoring
of college activity in
relation to targets

Develop assurance mechanism which provides GCRB
access to FES data

Integrate review of data into GCRB monitoring
arrangements

Ensure appropriate data sharing agreements in place

May require SFC to provide GCRB with
FES data returns
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Annex B: Annual Calendar of GCRB Activity
>
Aspect Activit Wl o || 3 Y| lc|le|8|5|8|c|=
P Y 2| 8|8|2|8|5|2|s|2|=|3 |3
Scanning/reporting on regional environment and policy
operating context
Regional strategy development/ implementation/ review
Student records monitoring/reporting
< ROA development and agreement
(@)
; Developing/monitoring regionally coherent curriculum
‘83" delivery
g Developing/monitoring ROA delivery and quality
2 enhancement activity
ROA self-evaluation and regional enhancement planning
Stakeholder engagement activity
Developing/monitoring regional college collaboration
Development/monitoring of:
o financial planning and sustainability
o initial budget information return
o monthly and annual cash flow returns
o quarterly and annual resource returns
o in-year Annual Managed Expenditure return
o Whole of Government Accounts return
Monitoring/reporting student support funds
g
*3 Funding allocation process
L
E Developing/monitoring estates review and capital
§ development
£

Monitoring/reporting of in-year capital projects

GCRB financial monitoring/reporting

Annual report and accounts

Developing/monitoring value for money and actions to
enhance efficiency

Sustainability and carbon management
monitoring/reporting

Governance/
assurance

Governance self-evaluation and review (both GCRB and
assigned colleges)

Monitoring/management of risk

Internal audit planning/participation

GCRB Board/Committee organisation

Page | 12




