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cc:
Economic Development Manager


Head of Finance 


Chief Executive

From:
Service Manager - Internal Audit 

Economic Development Unit – Shetland College
1.
Auditee and Background
1.1 The auditee is the Director of Shetland College & Train Shetland who succeeded the recently retired College Principal.

1.2
The Shetland College is responsible for the provision of further and higher education within Shetland. The College is part of a network of colleges throughout Scotland who are funded by the Scottish Further Education Funding Council (SFEFC).  The College is also part of the University of the Highlands and Islands (UHI).  

1.3 The strategic aims of the Shetland College are as follows:

· To promote broad based further and higher education, life long learning and social inclusion, through the identification of the training, education and vocational needs in Shetland and delivery of provision to meet them.

· To promote and meet the needs of indigenous industries and support new and sustainable industries.

· To produce social and cultural development and Shetland’s heritage.

· To achieve a position of financial health and stability.

· To strengthen the governance and management arrangements.

· To continue to develop the physical environment and IT infrastructure through continued investment and use of ICT and maintenance of the College properties

· To promote the achievement of excellence through commitment to quality standards and continued investment in staff development.


1.4
The Director of Shetland College is responsible for the management of College budgets with a turnover in excess of £2.4 million in the year ending 31 March 2005. An analysis of the budgets for 2004 / 2005 is presented below:

	Income

	£


	Funding Councils

	(1,370,384)


	Property & Leasing Grants

	(368,000)


	Course Fees

	(284,935)


	Training Grants

	(260,770)


	Canteen/Nursery/Other

	(70,800)


	European Funding

	(62,778)


	Services

	(46,260)


		(£2,463,927)


	Expenditure

	
	Employee Costs

	1,487,605


	Supplies and Services

	506,968


	Property Costs

	368,000


	Other

	101,354


		£2,463,927

		

	


Previously Shetland Islands Council has received specific grant funding for the College on a historic fiscal year pattern common to local government.  The SFEFC now provides funding, and have introduced a funding year, matching the academic year which runs from August to July.  Funding is calculated according to the SFEFC model, under which specific student activity is funded on the basis of a student unit of measurement, or SUM, which is adjusted to take into account particular factors, such as remoteness.


The College’s core funding is the Grant received from the SFEFC.  It is a requirement of the Specific Grant that ‘the Council shall make arrangements for an internal audit of the College to ensure the efficient, effective and economic use of its resources is achieved’.  The audit for 2003 / 2004 was satisfactory.

1.5
The College establishment currently recorded on the CHRIS system is:

	Post
	Conditions / Grade
	FTE’s

	Director 
	Chief Officer
	1

	Assistant Principal
	Lecturer AP
	1

	
	
	

	Secretary
	APT&C
	1

	Administration Officer
	APT&C
	1

	Clerical Officer
	APT&C
	1

	Administration Assistants
	APT&C
	3

	Receptionist
	APT&C
	1

	Librarian
	APT&C
	1

	
	
	

	Senior Technician
	APT&C
	1

	Technician
	APT&C
	1

	
	
	

	Janitor
	MW4
	1

	Cafeteria Manager P/T

Cafeteria Assistants P/T
	MW3

MW1
	2

	
	
	

	Blyde Haven Nursery
	APT&C
	2.45

	
	
	

	Senior Lecturers
	Senior Lecturer Grade
	4.6

	Lecturers 
	Lecturer Grade
	22.36

	Total Full Time Equivalents
	
	44.41


In addition there are 17.45 FTE retained lecturers and invigilators etc.

1.6 UHI students, lecturers, academic partners and learning centres are part of an advanced high-speed electronic network.  A Local Area Network (LAN) is established throughout the College Campus. Access to the UHI network may be facilitated via the UHI website, or alternatively individual students and academic staff have access to general internet sites from which they can research material on projects or other academic issues.  

The College has recently implemented the software used by the UHI for recording student data – Strategical Information Technological Systems (SITS). The system provides SUMs data in the required format for the SFEFC.  An examination of the control and validation procedures pertaining to this system was undertaken as part of the 2003 / 2004 SUMs audit.

Two PCs located in the College are linked to the Council’s main network.  This enables the Administration Manager to access the Integra Management Information System and the CHRIS system.

2.
Audit Scope

2.1
This is an audit of the Shetland College.

2.2 The audit encompassed the following: A review of the administration and controls surrounding the application of statute and Council policy; system access controls and their alignment with job responsibilities and segregation of duties, access to end-user systems and back-up routines, application of value for money criteria, use of screen savers; Human Resource Management including staffing arrangements; overtime and expense claims, staff terminations and transfer, time sheets, staff training, register of interest, holiday entitlements, recruitment, staff screening, absence management, adverse weather policy; Financial Management incorporating purchase orders, budget monitoring, journals, virements, invoices, petty cash, income, and lease payments; College Administration incorporating enrolment procedures, fees, grant applications and grant disbursements, commercial activities, inventories, photocopier usage and control of examination certificates.

2.3
The audit scope period within which audit tests were performed was the nine months to December 2004.

Details of areas tested during the course of the audit are attached, Appendix 1.

3.
Key Audit Issue
3.1 Disclosure Certification should be immediately sought for all employees and offers of employment must be conditional on cleared disclosures. 

4. Other Audit Issues

4.1
The Council’s Absence Management Policy must be adhered to and back to work interviews carried out and recorded.

4.2 Overtime and Time Off In Lieu should be pre-authorised and appropriately controlled.

4.3 Holiday entitlements must be authorised and administered according to Council policy.

4.4 Contracts / agreements with service providers should be documented and approved. Currently charges are being made to the College for services for which the extent is unclear.

4.5 The Recruitment Policy should be followed and information retained in accordance with the Destruction Policy.

4.6 All income should be banked timeously. 

4.7 Purchase Order books should be held securely and goods received ought to be evidenced prior to authorisation of payment.  The practice of pre-authorising blank purchase order forms should cease.

4.8 The requirements for First Aiders under health and safety legislation applicable to the College ought to be established.  Ensure that employees required to hold a certificate in first aid hold current certificates. Payment should be made where appropriate.

4.9 Petty cash should be appropriately administered and documentation for New Deal disbursements should be re-designed.

4.10 The Employees Register of Interests should be completed and thereafter kept up to date.

4.11
Inventory procedures require review and the inventory updated.

5.
Key Observation
5.1 
The College currently subsidises the Blyde Haven Nursery to the sum of approximately £30,000 per annum. There are no College students currently utilising this facility. We would recommend a review determining whether it is appropriate for college resources to run / subsidise this establishment and also to revise the current charging structure which has not been reviewed for a number of years. 

5.2
From an examination of the College activities, it is clear that there is an absence of most of the basic administration policies and procedures that govern the SIC.  In addition there is a lack of documentation regarding detailed procedures. This restricts the ability of Administration staff to multitask and function as a team. It should however, be acknowledged there has been a difficult staffing situation prevalent within the administration team.

6. Other Observations

6.1
It should be noted that the newly appointed Director has embraced the audit comments raised in this report and has agreed to action each issue as a matter of priority.


6.2
We would like to take this opportunity to thank all the staff from the College for the time, and assistance afforded to Internal Audit during the course of the audit assignment. 

6.3
This audit will be followed up in approximately twelve (12) months time when areas of concern identified will be reviewed.

7.
Auditee Response
7.1
A written response is required, to the Economic Development Manager with copies to all recipients of this report by 4th April 2005.


7.2
Attached as Appendix 2 is an action plan that requires to be completed and returned to Internal Audit.

Date: 9th March 2005

           Report No: IAR/COL/0305
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