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GLOSSARY OF TERMS 
 
 
Annual Report      - Report 
 
Langside College      - The College 
 
Governance and Management – Appraisal and Policy - GMAP 
 
Code of Audit Practice     - The Code 
 
Scottish Funding Council     - SFC 
 
Value for Money       - VFM 
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1. INTRODUCTION 
 
 
1.1 Wylie & Bisset were appointed as the External Auditors of Langside College 

with effect from 1 August 2001 for a period of 5 years until 31 July 2006. 
 
1.2 The Annual Report has been prepared following the conclusion of our audit of 

the financial statements of Langside College for the year ended 31 July 2006. 
 
1.3 Our audit was carried out in accordance with our statutory responsibilities, 

statements of auditing standards and wider responsibilities contained in the 
Code of Audit Practice (‘the Code’) issued by Audit Scotland in July 2001. 

 
1.4 Paragraph 19 of the ‘Code’ states that the auditor’s objectives are to: 

 
• Provide an opinion whether the College’s financial statements present 

a true and fair view of the financial position of the College and the 
regularity of transactions in accordance with standards and guidance 
issued by the Auditing Practices Board; 

 
• Review and report on the College’s corporate governance 

arrangements as they relate to: 
 
− The College’s review of its systems of internal control 
− The prevention and detection of fraud and irregularity 
− Standards of conduct, and the prevention and detection of 

corruption 
− Its financial position, and 

 
• Review aspects of the College’s arrangements to manage its 

performance. 
  

 
1.5 The responsibilities of the Board of Management with regard to the financial 

statements are set out in the “Statement of Responsibilities of the Board of 
Management” included in Appendix E and in the “Independent Auditors’ 
Report” in Appendix F. 

 
1.6 The responsibilities of Wylie & Bisset with regard to the financial statements 

and our audit opinion on the financial statements are included in the 
“Independent Auditors’ Report” included in Appendix F. 

 
1.7 Our audit report on the financial statements for the year ended 31 July 2006 is 

unqualified. 
 
1.8 The Annual Report covers the following areas as set out in the Code: 
 

a) Internal Controls and audit approach 
 
b) Internal Audit 
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c) Corporate Governance 

 
d) Value for Money 

 
e) GMAP visits 

 
f) Prevention and detection of fraud and irregularities 

 
g) Management letter – 2005 

 
h) Management letter – 2006 

 
1.9 Our audit findings in each of the above areas are set out in the relevant 

sections of the report. 
 
1.10 Our audit work is designed to enable us to form an audit opinion on the 

financial statements of the College and should not be relied upon to disclose 
all weaknesses in internal controls in relation to the Colleges systems and 
financial statements. 

 
1.11 This report has been prepared for the purposes of the Board of Management 

and the Auditor General for Scotland and should not be issued to third parties 
without our prior written consent. 

 
1.12 We would emphasise that our comments in this report are not intended to be 

any reflection on the integrity of the College staff whom we would like to 
thank for their help and assistance throughout our audit visits. 

 
1.13 Should you have any queries on the contents of the Annual Report please do 

not hesitate to contact us. 
 
 
Yours faithfully 
 
 
 
 
 
Wylie & Bisset 
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2. INTERNAL CONTROLS AND AUDIT APPROACH 
 
2.1 We have reviewed in the course of our audit the key elements of the College’s 

systems of internal financial controls including the following areas; 
 

a) The College’s medium and short term planning processes including 
budgets; 

b) The College’s review of key performance indicators, financial and 
management accounts; 

c) The College’s controls over income and expenditure; 
d) The College’s financial controls and procedures; 
e) The input from the Audit Committee and the Finance Committee; 
f) The College’s internal audit service. 

 
2.2 In carrying out our audit work we have taken into account the following: 
 

a) The Code of Audit Practice issued by Audit Scotland; 
b) The Code of Audit Practice issued by SFC; 
c) Guidance issued by Audit Scotland; 
d) Guidance issued by SFC; 
e) The College’s internal control procedures; 
f) The College’s Corporate Governance procedures; 
g) The College’s approach to Value for Money; 
h) The financial memorandum between SFC and the College. 

 
2.3 In reaching our audit opinion we carried out our audit work based on the audit 

plan with evidence obtained by: 
 

a) Reviewing previous financial statements; 
b) Reviewing internal audit plans and reports; 
c) Discussions with senior management and staff at the College; 
d) Completing appropriate audit programmes; 
e) Carrying out analytical review procedures; 
f) Carrying out substantive and compliance audit tests on a judgemental 

basis; 
g) Reviewing the minutes of the principal College committees. 

 
2.4 Based on our review the College appears to operate appropriate internal 

financial controls, subject to the management letter points raised in Appendix 
D. 

 
2.5 The audit recommendations are included in the Appendices to this report. 
 
2.6 The recommendations have been graded as either High, Medium or Low 

priority depending upon the degree of risk assessment for each 
recommendation.  Each recommendation has a target date for remedial action 
and the person responsible for each recommendation has been nominated in 
the relevant Appendix. 
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3. FINANCIAL STATEMENTS 
 
3.1 The financial statements of the College are the means by which it accounts for 

its stewardship of the resources made available to it and its financial 
performance in the use of these resources.  In accordance with the Further and 
Higher Education (Scotland) Act 1992 and the Accounts direction issued by 
the SFC, it is the responsibility of the College to prepare financial statements, 
which give a true and fair view of the College’s financial position and the 
income and expenditure for the year. 

 
3.2 The Public Finance and Accountability (Scotland) Act 2000 requires that the 

auditor shall place on the abstract of accounts an audit report, which contains 
an opinion as to whether the College has fulfilled this responsibility.  The 
format of the audit report directed by the Auditor General for Scotland 
clarifies the respective responsibilities of management and auditors in relation 
to the accounts and requires auditors to set out the basis on which they have 
formed their opinion. 

 
AUDIT REPORT 
 

3.3 We are pleased to record that there are no qualifications in our audit report on 
the College’s 2005/06 accounts, as, in our opinion, the financial statements 
give a true and fair view of the College’s financial position and the income 
and expenditure for the year; and funds received have been applied for their 
intended purpose. 

 
FINANCIAL PERFORMANCE 
 

3.4 The income and expenditure account shows a surplus for the year of £80,000 
on the year’s operations.  The surplus represents a slight improvement from 
the previous year’s surplus of £73,000. 

 
3.5 In 2005/06 the College budgeted for an operating surplus of £80,000.  The 

main factors contributing to the actual surplus achieved are as detailed below: 
 £,000 
Budget Profit for 2005-2006               80 
Shortfall in Funding Grants (103) 
Favourable Childcare Income 18 
Favourable release of Deferred Grants 35 
Shortfall of other SFC Grants (84) 
Favourable Tuition Fees and Education Contracts 18 
Favourable Other Income 109 
Favourable Interest Receivable 25 
Favourable Payroll Costs 172 
Adverse Other Operating Expenses (155) 
Adverse Depreciation (35) 
 ––– 
Actual Surplus 2005-2006 80 
 === 
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 The College exceeded its funded activity contract with the SFC by 6,022 
weighted sums.  The College has budgeted for a £80,000 operating surplus in 
2006/07. 

 
3.6 After adjusting for the difference between the actual depreciation charge for 

the year and depreciation based on historical cost, a historical cost surplus of 
£210,000 is shown (£204,000 surplus in 2004/05).  

 
3.7 The balance brought forward on the income and expenditure reserve at 

1 August 2005 was £1,153,000.  Amounts were transferred from the 
revaluation reserve to the income and expenditure reserve to match the 
depreciation charge for the year. The balance on the income and expenditure 
reserve at 31 July 2006 is £1,363,000.  

 
3.8 In June 2006 the Scottish Funding Council (SFC) published circular FE/36/06, 

which contained a series of Performance Indicators (PI’s) assessing the 
financial performance of Further Education Colleges for 2004/2005.  The 
indicators of Langside College for 2004/2005 compared to the sector average 
is as follows:- 
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SUBMISSION OF ACCOUNTS 

3.10 The accounts were submitted for audit on 27 October 2006, in line with the 
agreed timetable. The accounts submitted for audit were substantially 
complete. Working papers provided have generally been of a high standard 
and queries arising from the audit have all been resolved. Key staff were 
readily available for consultation throughout the audit process. 

ISSUES ARISING 

3.11 There were a number of unadjusted immaterial minor issues in relation to the 
Fixed Assets and VAT and these were highlighted to the Audit Committee. 
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4. INTERNAL AUDIT 
 
4.1 Internal audit is a key element of the internal control system set up by 

management. A strong internal audit function is necessary to ensure the 
continuing effectiveness of the internal control system established. The 
College, therefore, needs to have in place a properly resourced internal audit 
service of good quality. To maximise the reliance that may be placed on 
internal audit and to avoid duplication of effort, the adequacy of internal audit 
is assessed each year. 

 
4.2 The College’s internal auditors are BDO Stoy Hayward. 
 
4.3 The College’s internal audit strategic and operational plans are set out for the 

year ending 31 July 2006 in the Audit Needs Assessment – dated November 
2005. 

 
4.4 In the course of the year ended 31 July 2006 the following internal audit 

reports were issued: 
 

2005/06 
Report No. 

 
Audit Area Covered 

 
Grade 1 

   
Report (1) Follow up review of earlier internal audit 

recommendations 
- 

Report (2) Purchases Cycle  
and Creditors Payments 
Payroll 

- 
- 
- 

Report (3) European Funding 
 

- 
 

 Grade 1 – Recommendations will require immediate corrective action.  The 
weakness gives rise to concern about the adequacy or scope of the controls. 

 
4.5 The Internal audit work carried out and the reports issued in the year were not 

in line with the Audit Needs Assessment.   Personnel Management report has 
been postponed at the request of the College due to long term absence within 
the Human Resources Section.  The VFM review relating to Teaching Staff 
Utilisation will be finalised in early 2006/2007.  The review of Learning 
Development Unit has taken place in October 2006.   

 
4.6 At the date of this report the Internal Audit annual report from the College’s 

internal auditors has been finalised and considered by the Audit Committee.   
 
4.7 An assessment was made of the adequacy of the Internal Audit function using 

a standard checklist. Reports issued by internal audit were also reviewed. 
Based on this work we concluded that the internal audit function is operating 
effectively and that we can place formal reliance on work of Internal Audit. 
Accordingly reliance was placed on the work of Internal Audit in all areas on 
which they reported during 2005/06 as detailed at 4.4.     
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5. CORPORATE GOVERNANCE 
 
5.1 A review and assessment of the College’s Corporate Governance systems 

relating to standards of conduct, openness and integrity was carried out using a 
standard checklist. We also reviewed the following: 
 
a) The College’s Corporate Governance Statement included in the financial 

statements for the year ended 31 July 2006; 
 
b) The College’s Corporate Governance strategy; 
 
c) The minutes of meetings of key College committees issued during the 

year. 
 
5.2 The college carried out a risk management exercise with review matrix and 

action plan in March 2003 covering some major risk areas.  The college has 
carried out periodic reviews of the risk management and most recently in 
2006.  The Board of Management has been included in these. 

 
5.3  Based on our review the College appears to operate appropriate Corporate 

Governance procedures and that management have adequate arrangements in 
place covering standards of conduct etc. These include for example Codes of 
Conduct for both Board Members and Staff. 
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6 VALUE FOR MONEY 
 

6.1 We have reviewed the College’s Value for Money systems including the following: 
 

a) The College’s strategy in this area; 
b) VFM studies carried out by the College’s internal auditors. 
 

6.2 Based on our review the College appears to have established adequate arrangements 
to secure economy, efficiency and effectiveness in the use of its resources subject to 
the points noted below. 

 
6.3 The recommendations for VFM are set out in Appendix B. 

 
6.4 There are no recommendations graded as “High” priority in this area. 
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7. GMAP VISITS 
 

7.1 The College has not had a GMAP visit during the year ended 31 July 2006. 
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8 PREVENTION AND DETECTION OF FRAUD AND 
IRREGULARITIES 
 

8.1 The Code sets out that the College should establish arrangements for the prevention 
and detection of fraud and other irregularities as part of its Corporate Governance 
procedures. 

 
8.2 An assessment was made of the adequacy of the systems and controls for the 

prevention and detection of fraud and irregularities using a standard checklist. 
 

8.3 In the course of the audit we have reviewed the following areas with regard to the 
prevention and detection of fraud and irregularities: 

 
a) The monitoring and compliance with financial procedures; 
b) The College’s strategy to prevent and detect fraud and other irregularities; 
c) The internal controls operated for segregation of duties, authorisation and 

approval processes and reconciliation procedures. 
 

8.4 The College does not have a formal documented policy and/or strategy regarding their 
arrangements for preventing and detecting fraud and corruption. See Appendix C and 
the recommendation has been graded “High”. 

  
8.5 We emphasise that our audit of the financial statements is planned to ensure there is a 

reasonable expectation of detecting misstatements arising from fraud or other 
irregularity that are material in relation to those financial statements, but cannot be 
relied upon to detect all frauds and irregularities. 

 
8.6 Subject to 8.4 above, overall we concluded that management takes fraud prevention 

and detection seriously and has reliable controls in place to ensure that potential areas 
for fraud are detected and dealt with.  
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9. MANAGEMENT LETTER – 2005 
 

9.1  The management letter for the year ended 31 July 2005 was issued by Wylie & Bisset 
following the audit for the year. 
 

9.2 Of the seven recommendations set out in the management letter three 
recommendations are currently still under review and have been repeated in this 
year’s management letter. 
 

9.3 There are two recommendations graded as “High” priority in this area. 
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10. MANAGEMENT LETTER – 2006 
 

10.1 The recommendations following the audit for the year ended 31 July 2006 are set out 
in Appendix D. 
 

10.2 There were three recommendations graded as “High” priority in this area. 
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APPENDIX A 
 
 
 
 
 
 
 
 
 

CORPORATE GOVERNANCE 
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