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1. Report Purpose

1.1. Consider the GCRB Internal Audit Reports for 2015-16.

2. Recommendations

2.1. The Committee is invited to:

e note the internal audit reports for 2015-16; and

e agree that GCRB management should bring forward a report to the Committee’s next
meeting setting out how GCRB has addressed the recommendations contained within
the 2015-16 internal audit reports.

3. Background

3.1. Three areas for internal audit were identified, and the table below lists these and the
respective audit findings in terms of overall level of assurance.

Level of
Area of Audit: Assurance:
ROA development/monitoring of progress against ROA: Good

GCRB risk management/oversight of assigned colleges risk management  Satisfactory

Financial performance monitoring (GCRB and assigned colleges) Satisfactory

3.1. For each of the above areas, the reports highlight a number of areas of strength,
alongside identifying some weaknesses. Section 8 in each report provides an action
plan to address these areas of weakness, including action owners and planned
completion dates.

4, Risk Analysis

4.1. The reports provide evidence that the areas audited meet control objectives.
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Legal Implications
5.1. There are no specific legal implications.
Financial Implications

6.1. The provision of internal audit is a necessary component of an organisation’s overall
governance arrangement with regard to both financial and other matters.

Regional Outcome Agreement Implications

7.1. Through the Regional Outcome Agreement and associated requirements, GCRB has to
have effective governance arrangements, of which internal audit is part.
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Level of Assurance

In addition to the grading of individual recommendations in the action plan, audit findings are assessed and
graded on an overall basis to denote the level of assurance that can be taken from the report. Risk and
materiality levels are considered in the assessment and grading process as well as the general quality of the
procedures in place.

Gradings are defined as follows:

Good System meets control objectives.

Satisfactor’y System meets control objectives with some weaknesses present.

Requires

2 System has weaknesses that could prevent it achieving control objectives.
improvement

Unacceptable System cannot meet control objectives.

Action Grades

Issues which require the consideration of the Board or one of its
committees.

Priority 1

Significant matters that the Interim Chief Officer / Executive Director can
resolve.

Priority 2

Less significant matters, which do not require urgent attention but which
should be followed up within a reasonable timescale.

Priority 3
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1. Overall Level of Assurance

Satisfactory System meets control objectives with some weaknesses present.

2. Risk Assessment

This review covered the risk management framework, which encompasses all risks on the Glasgow Colleges’
Regional Board’s (the GCRB’s) Risk Register. As a result no linkage from the audit work to specific risks has
been made.

3. Background

HM Treasury, in its publication “The Orange Book: Management of Risk — Principles and Concepts’, defines
risk management as ‘All the processes involved in identifying, assessing and judging risks, assigning ownership,
taking actions to mitigate or anticipate them, and monitoring and reviewing progress’.

An effective risk management process is essential to ensure that GCRB can effectively react to risks and
continue to operate key activities and ensure that the interests of key stakeholders continue to be met.

The Scottish Government requires that GCRB maintains a risk management framework which is consistent
with the Scottish Public Finance Manual requirements. This includes the need to identify and assess risks, set
an acceptable level of risk (the risk tolerance), ensure that risks are appropriately responded to and regularly
review and monitor these.

4. Scope, Objectives and Overall Findings

The scope of this audit covered whether there are adequate policies and procedures in place to assess risk
and mitigate against the possibility of unexpected and unplanned events and situations developing.

This included consideration of how GCRB receives assurance that assigned colleges are managing risk.

The overall objective of our audit was to obtain reasonable assurance that systems in place are sufficient to
ensure that GCRB’s principal risks are identified and responses to these risks are appropriate so overall risk
is kept within GCRB’s approved levels of tolerable risk. The table below notes secondary objectives for this
review and records the results:
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4. Scope, Objectives and Overall Findings (Continued)

The specific objectives of the audit were —n—
to ensure that:

No. of Agreed Actions

1. A formal risk management framework

is in place which includes: assessing GCRB’s

propensity for risk; risk identification and Good 0 0 0
assessment; risk mitigation; and reporting and
monitoring of key risks

2. Risk management policies and
procedures are formally documented

3. Responsibility for managing risks is
clearly assigned and responsible individuals Satisfactory 0 1 1
have been trained in risk management

4. Risk management is embedded within
GCRBPB’s activities and is undertaken on all Good 0 0 0
projects

5. There is adequate ongoing monitoring
and reporting of risk management processes,
as well as consideration of how to continually
improve these

6. There is an appropriate process in
place in order to gain oversight of assigned
colleges’ risk management frameworks, and to
review the assurance that is provided over
these by college management, Boards and
external auditors

Satisfactory 0 0 2

Satisfactory 0 0 3

Good 0 0 0

0 1 6

System meets control objectives with
some weaknesses present.

Overall Level of Assurance Satisfactory

5. Audit Approach

We discussed the risk management process with the GCRB’s Interim Chief Officer. Risk management
documents and reports were then reviewed to determine whether the risk management process in place
was robust and functioning effectively.

We also benchmarked the GCRB’s risk management framework against good practice using a
comprehensive risk management checklist based on relevant guidance set out in the Scottish Public Finance
Manual and other good practice guidance.
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6. Summary of Main Findings

Strengths

° There is a robust risk management framework in place, with a detailed Risk Management Policy and
Procedure and Risk Management Guidance which sets out responsibilities, risk tolerances and risk
scoring definitions;

° There is a risk register in place which is regularly reviewed and reported to the GCRB Board;

° Risk Mitigating Action Plans set out in detail risk mitigating action, and regular updates on mitigating
actions are provided to the Audit Committee; and

° There were formal plans for assurance from assigned colleges to be obtained and reported on to the

Audit Committee.

Weaknesses

° A small number of areas for improvement within the Risk Management Policy and Procedure and Risk
Management Guidance were noted;

° Most risks were above their risk tolerance acceptable scores which would indicate that either the
tolerances should be amended or further mitigating controls put in place, or a mixture of both; and

° The GCRB risk register could be expanded to include some further risks which we identified.

A number of more minor observations were discussed with the Interim Chief Officer and have been provided
separately to the Executive Director for consideration.

7. Acknowledgements

We would like to take this opportunity to thank the staff at the GCRB who helped us during the course of
our audit visit.
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Level of Assurance

In addition to the grading of individual recommendations in the action plan, audit findings are assessed and
graded on an overall basis to denote the level of assurance that can be taken from the report. Risk and
materiality levels are considered in the assessment and grading process as well as the general quality of the
procedures in place.

Gradings are defined as follows:

Good System meets control objectives.

Satisfactory System meets control objectives with some weaknesses present.

Requires

: System has weaknesses that could prevent it achieving control objectives.
improvement

Unacceptable System cannot meet control objectives.

Action Grades

Issues which require the consideration of the Board or one of its
committees.

Priority 1

Priority 2 Significant matters that the Executive Director can resolve.

Less significant matters, which do not require urgent attention but which
should be followed up within a reasonable timescale.

Priority 3
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1. Overall Level of Assurance

Good System meets control objectives.

2. Risk Assessment

This review focused on the controls in place to mitigate the following risks on the Glasgow Colleges’
Regional Board’s (the GCRB’s) Risk Register:

e |[f there is a lack of consensus between GCRB and the assigned college boards on a shared strategy
for the Glasgow region, GCRB’s ability to make a positive impact on learning opportunities for
students will be reduced (net risk score: 2);

e [f the quality of governors or senior personnel at one of the assigned colleges falls below the
required level, the strategic and operational effectiveness of the college will be impaired (net risk
score: 3);

o If key stakeholders lose confidence in GCRB, leverage of current and future partnership resources
for delivery of the Regional Outcome Agreement (ROA) will be impaired (net risk score: 2); and

e If there is breakdown in performance in the assigned colleges (including academic quality
management arrangements), the ROA targets may not be achieved (net risk score: 3).

3. Background

Outcome agreements were introduced in 2012/13 and are intended to enable colleges and the SFC to
demonstrate the impact of the sector and its contribution to meeting Scottish Government priorities clearly
and consistently to key stakeholders.

The SFC is the main funder for the GCRB’s assigned colleges, and makes payment to GCRB assigned
colleges of grant in aid, capital and estates maintenance funding and other ring-fenced funding. As part of
SFC'’s Standard Conditions of Grant it states ‘Grant is provided to allow colleges to deliver their regional
outcome agreements under the terms of section 5 of the Further and Higher Education (Scotland) Act 2005’
and ‘If the college — or the colleges collectively in a multi-college region — does not deliver the outcome
agreement and the targets within it, or the other conditions of grant in this document, the SFC will consider
clawback of grant or reductions in future funding.” It is therefore important that there are robust processes
in place for the preparation and monitoring of the ROA to avoid any financial implications that may result
from not meeting targets.
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4. Scope, Objectives and Overall Findings

The scope of this audit covered whether the procedures in place to develop, review and approve the ROA
were adequate, and to determine whether there was appropriate monitoring of progress against ROA
targets.

The table below notes each separate objective for this review and records the results:

“

The specific objectives of the audit were _——
to obtain reasonable assurance that:

No. of Agreed Actions

1. There is a robust process to prepare,
review and approve the Regional Outcome
Agreement, including identifying local skills
needs and establishing baselines against which Good 0 0 0
progress with development towards a fully
regional strategic approach can be compared
in future years

2. There are appropriate mechanisms to
ensure that the impact of the curriculum and
estates review phase | (in progress) is taken
into account in allocation of education
provision and funding between assigned
colleges

3. Processes and procedures are in place
to obtain accurate and up-to-date information
from assigned colleges to monitor progress Satisfactory 0 0 1
against Regional Outcome Agreement targets
on a regular basis

4. The GCRB Board and Performance
and Resources Committee (P&RC) regularly
receive and review information measuring

Good 0 0 0

. : Good 0 0 0
progress against Regional Outcome
Agreement targets, including monitoring any
corrective action
0 0 1
Overall Level of Assurance Good

System meets control objectives
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5. Audit Approach

We discussed with the Interim Chief Officer, Executive Director at City of Glasgow College (Chair of the
Sustainability Sub-Group) and Director of Curriculum at Glasgow Kelvin College (on behalf of the Depute
Principal, Glasgow Kelvin College, Chair of the Learning and Teaching Sub-Group) the processes around
preparing the ROA and monitoring progress against ROA targets. We also obtained and reviewed relevant
documents, including ROAs, minutes of meetings, and GCRB Board and committee papers.

Chartered Accountants

6. Summary of Main Findings

Strengths

° There was a robust framework in place underpinning the development of the 2016/17 ROA, which
was based on the regional Curriculum and Estates Plan 2015-2020, the ROA 2014/15 — 2016/17, and
input from a range of staff in the GCRB assigned colleges;

° A ROA programme was in place during the development setting out tasks, owners and deadlines, and

° There was a strong process to monitor progress against the 2015/16 ROA, with information gathered
from the assigned colleges, reviewed in detail by the Performance and Resources Committee (P&RC),
and also provided to the GCRB Board for oversight of progress.

Weaknesses

° Reliance was placed on assigned colleges to provide accurate updates on progress against the ROA
targets throughout the year, with no process in place to obtain assurance over whether these were
reasonable. We have recommended that underlying student records information is obtained from the
assigned colleges and reviewed to provide extra assurance in this area.

7. Acknowledgements

We would like to take this opportunity to thank the staff at the GCRB and the assigned colleges who helped
us during the course of our audit visit.
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Level of Assurance

In addition to the grading of individual recommendations in the action plan, audit findings are assessed and
graded on an overall basis to denote the level of assurance that can be taken from the report. Risk and
materiality levels are considered in the assessment and grading process as well as the general quality of the
procedures in place.

Gradings are defined as follows:

Good System meets control objectives.

Satisfactory System meets control objectives with some weaknesses present.

Requires

2 System has weaknesses that could prevent it achieving control objectives.
improvement

Unacceptable System cannot meet control objectives.

Action Grades

Issues which require the consideration of the Board or one of its
committees.

Priority 1

PI"iOI"ity 2 Significant matters that the Executive Director can resolve.

Less significant matters, which do not require urgent attention but which
should be followed up within a reasonable timescale.

Priority 3
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1. Overall Level of Assurance

Satisfactory System meets control objectives with some weaknesses present.

2. Risk Assessment

This review focused on the controls in place to mitigate the following risks on the Glasgow Colleges’
Regional Board’s (the GCRB’s) Risk Register:

e [f key stakeholders lose confidence in GCRB, leverage of current and future partnership resources
for delivery of the ROA will be impaired (net risk score: 2); and

e [f there is breakdown in performance in the assigned colleges (including academic quality
management arrangements), the Regional Outcome Agreement targets may not be achieved (net
risk score: 3).

3. Background

GCRB Budget

The GCRPB’s initial budgeted expenditure for 2015/16 was £295,000. The Interim Chief Officer’s costs were
top sliced from funding for the GCRB and the amount of this was advised by the SFC to the City of Glasgow
College so that this can be accounted for in the GCRB financial statements. The remaining expenditure was
processed by the City of Glasgow College using their finance systems on behalf of GCRB, and the City of
Glasgow College applied to the SFC for a cash drawdown for these expenses as part of its monthly cash
forecast return to SFC.

Assigned Colleges’ Financial Performance

The GCRB’s objectives include performance monitoring and once GCRB receives fundable body status it will
have certain formal governance responsibilities for the three Glasgow region colleges. As a result it is
important that the GCRB reviews the financial stability and financial performance of the three assigned

colleges, as if any assigned college gets into financial difficulty this may have a direct impact on the delivery of
the Regional Outcome Agreement.

Key financial information includes:

e Financial Forecast Returns (FFR) that are required to be submitted by colleges each year in June and
which cover the forecast outturn for the academic year just being completed and the two following
years; and

e In year management accounts from assigned colleges reporting on actual expenditure against budget
(year to date) or against forecast outturn, which are aggregated.
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4. Scope, Objectives and Overall Findings

The scope of this audit covered budget monitoring and management procedures in place for both GCRB and
GCRB oversight of the assigned colleges, including reporting to the Board and the Scottish Funding Council.

The objective of our audit was to obtain reasonable assurance that budget monitoring and management
procedures in place are adequate.

The table below notes each separate objective for this review and records the results:

“

The specific objectives of the audit were ——_
to obtain reasonable assurance that:

No. of Agreed Actions

1. Budget monitoring and management
policies and procedures are formally Satisfactory 0 1 1
documented

2. Responsibility for managing
performance against budget is clearly set out
3. There are regular budgetary control
reports prepared for the Interim Chief Officer Good 0 0 0
in relation to GCRB running costs

4. Reports are requested from assigned

colleges that are appropriate to monitor

financial performance, and the risk of financial

difficulties at each assigned college, and are:

received on a timely basis; comprehensive Good 0 0 0
enough to analyse current issues and the risk

of financial difficulties arising; and identify what

action is being undertaken to address any

financial issues

5. Adequate financial performance

monitoring reports covering both the GCRB

and assigned colleges are provided to the Satisfacto 0 0 )
GCRB Board and the Performance and Y

Resources Committee (P&RC) on a regular

basis

Good 0 0 0

6. There is adequate and timely
reporting of financial performance information N/A Not yet required pending Fundable
to the Scottish Funding Council as requested Body status

0 1 3
Overall Level of Assurance Satisfactory System meets control objectives with
some weaknesses present.
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5. Audit Approach

We discussed the budget monitoring and management processes with the GCRB’s Interim Chief Officer.
Financial performance monitoring reports were then reviewed to determine whether these were adequate.
The arrangements in place for monitoring financial performance of the assigned colleges were discussed with
the Vice Principal Resources at Glasgow Clyde College.

6. Summary of Main Findings

Strengths

° There is a process in place for preparing reports on GCRB expenditure and the financial performance
of assigned colleges and these are reviewed by the P&RC; and

° The City of Glasgow College finance section and the Vice Principal Resources of Glasgow Clyde

College are involved which reduces the administrative burden for the small team at GCRB regarding
producing financial monitoring information and reports.

Weaknesses

° There is no formal agreement between City of Glasgow College and GCRB setting out what
authorisations (including ensuring there is segregation of duties between the GCRB expenditure
requester and the GCRB expenditure authoriser) are required to be received before processing
GCRB expenditure transactions;

° There was the ability to amend the existing GCRB financial procedures around budget monitoring to
better tailor these to reflect actual practice and the structure of GCRB;
° Although assigned colleges’ financial monitoring reporting to the P&RC was in place there was the

opportunity to improve and refine this, and agree on what reports should be provided to the P&RC
over their annual cycle of meetings; and

° Assigned colleges’ assumptions in the 2015/16 FFRs were not all the same and there would be benefit
in aligning these, with the key assumptions applied being reported to the P&RC.

1. Acknowledgements

We would like to take this opportunity to thank the staff at the GCRB and assigned colleges who helped us
during the course of our audit visit.
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