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Terry Shevlin 
Clerk to the Public Audit Committee 
The Scottish Parliament 
Room T3.06 
EDINBURGH 
EH99 1SP 
 
 

By e-mail:  pa.committee@parliament.scot 
 
 
 
7 November 2016 
 
Dear Mr Shevlin 
 
Thank you for your letter of 12 October informing me that the Public Audit Committee will 
consider the Auditor General’s Section 22 report “The 2014/15 audit of Edinburgh College” at 
its meetings on 17 November  to understand better the circumstances leading to the financial 
difficulties at Edinburgh College and what action has been taken since to address these 
difficulties. 
 
I can confirm my attendance, and also that I will be supported by Alan Williamson, Chief 
Operating Officer.  I would like to draw to your attention that Edinburgh College does not have 
a post of Finance Director as this is consumed with the Chief Operating Officer’s remit.  Also, 
you asked that the Colleges internal auditor attends, which I can also confirm will be Chris 
Brown, Head of Audit and Assurance, Scott-Moncrieff.  As per your letter, I have attached 
written evidence which has further information contained from the previous evidence 
submitted in September. 
 
Finally, at the evidence session on 6 October when Hugh Harvie from KPMG was being 
questioned by Mr Neil (columns 41 and 42 of the Official Report), Mr Harvie stated that the 
Director of Finance at Edinburgh College was responsible for following the SFC’s guidance for 
credits.  This is factually incorrect.  The responsibility for following guidance relating to the 
curriculum lay with the staff who led and oversaw the curriculum at that time, not the Director 
of Finance. 
 
Please let me know if you or the Committee wishes any further information in advance. 
 
Yours sincerely.  

 
 
ANNETTE BRUTON 
Principal and Chief Executive 

mailto:pa.committee@parliament.scot
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THE 2014/15 AUDIT OF EDINBURGH COLLEGE 

The Audit Scotland report on the college, makes our position very clear in terms of the financial 
difficulties that have arisen because of past under-performance on student recruitment and 
retention.   We do not underestimate the significant challenge that this represents.  Like the 
rest of the public sector in Scotland we are facing the difficulties posed by financial constraint 
and the impact of the global economy.  Furthermore, we fully understand how difficult it will be 
to not only bear down on the current financial position but also to be able to adapt to the 
changing financial landscape for the public sector going forward.     

In December of last year our recently appointed Principal presented a paper to the Board of 
Management which reviewed the financial position of the college and the cause and effect of 
not achieving activity targets for 2014-15, and the current year 2015-16.  That paper set out 
an analysis of the challenges that had faced the college since merger, identified the underlying 
problems and outlined the previous efforts to take corrective action.  The situation facing the 
college had been caused by a number of factors which were outlined in detail to the Board at 
that time. Adjusting to new funding rules, not fully recruiting and retaining students to the target 
number, and the need to revise the curriculum were among these. Subsequent to this analysis 
the Board agreed the proposal for a new Transformational Plan. 

The Scottish Funding Council has a set of rules that determine the levels of funding provided 
to colleges each year, based on the volume of student activity. These rules are kept under 
review and adjusted annually as necessary.   

Since the merger that led to the new Edinburgh College, there have been two significant policy 
changes in sector funding: 
 

1. The method used to calculate funding allocation changed from a system called SUMS 
to credits 

2. The amount of additional funding colleges can claim for extra credits (called 
‘additionality’ was reduced 

 
In the evidence given by the auditor general to the committee on 6 October 2016, she 
explained that these additional units are used to enhance learning, skills and employability.  
The Scottish Funding Council sought to reduce the amount of additional funding being claimed 
and asked colleges to focus on student places.  However, it was still admissible to claim 
additional credits where these benefit students and up to advised levels. 
 
Within Edinburgh College, the actions needed to implement these changes happened too 
slowly, which resulted in overclaiming credits. 
 
At the point of merger, the three legacy college were asked to provide the likely number of 
students to be recruited for the year. This provided a starting point for assessing the size of 
the new college.  This estimate was based on the curriculum rolling over from the three legacy 
colleges, without significant changes.  The largely unchanged curriculum meant there was 
overlap between programme areas. The estimate also did not fully take into account the fact 
that students studied over more than one of the colleges, the reduction of the number of leisure 
courses and the shift to more full-time places for 16-23 year olds. 

The merged college needed to consolidate and develop a new curriculum to meet the needs 
of the region. Work has been ongoing since merger to create a new curriculum, but this had 
not happened rapidly enough. 
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In 2014/15, these circumstances contributed to a shortfall in student numbers, reduced class 
sizes and curriculum frameworks in need of updating. 

The shortfall in recruitment, coupled with students who left their courses early, had a significant 
impact on the college being unable to meet its targets. If targets are not met or look like they 
are not going to be met, the college has an obligation to inform the Scottish Funding Council 
to allow reallocation of funding to other colleges.  When it was known that targets were not 
going to be met, and that there was an error in the way the college had been claiming for 
additionality, the SFC was informed accordingly.  However, the cost of delivering classes does 
not change for a smaller number of students despite the funding reductions. 

Having identified these problems, the proposal the Principal put to the Board was that the 
College would have to be re-based to a lower level of activity to reflect the real demand and 
immediately begin to grow areas where the curriculum had failed to satisfy demand and where 
there was existing unmet demand in popular courses.  The Principal reported to the Board 
that she had written to the Chief Executive of the Scottish Funding Council to outline the 
position of the college and the proposal to rebase then grow from there.  It was proposed that 
this action would begin to create a more sustainable and reliable basis for curriculum and 
resource planning for Edinburgh College going forward.   This proposal, along with a 16 point 
action plan which formed the basis of a  3 year Transformation Plan, was agreed by the Board 
in December 2015 and the Executive Team were asked to give immediate effect to this.   

At that point the college implemented number of key actions:  work related to recruitment of 
students was accelerated and we brought forward a programme which was designed to review 
and change the curriculum on offer.  Both of these initiatives were fundamental to the 
effectiveness and sustainability of the college.  

During the first quarter of 2016, the outline Transformation Plan was developed including those 
priority actions already under development.  Governance arrangement were put in place by 
the Board of Management to ensure that the Board and its committees oversaw the rapid 
development of a detailed plan of action.    

Working closely with external partners such as our three community planning partnerships we 
aligned what we needed to do to improve the college’s position with the needs of our region, 
the local economy, and the interests of our current and potential students. Then, in April, we 
published our full Transformation Plan. 

Four major programmes of work are now underway as well as the normal college business.  
These are:   

 Financial sustainability, priority based budgeting, resource management and an 
estates strategy; 

 Curriculum relevance, regional Community Planning Partnership coherence; 
 Workforce development and leadership and management structure; and  
 Student recruitment, retention and productivity. 

Student enrolment is at the heart of what we do and is the under-pinning factor in the financial 
stability of the college.  We have now significantly changed the way we recruit students to 
Edinburgh College.  We are currently making good progress towards our target for achieving 
our student numbers for 2016-17.  Like all colleges we will continue to have students enrolling 
throughout the year.   

Also key to the success of the college is the quality and appropriateness of the curriculum on 
offer.  A significant amount of work has gone in to identifying and introducing some new 
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provision for the current academic year, and we have focussed here on entry level provision.  
For this academic year we promised that we would try to ensure that in addition to our normal 
recruitment that all young people leaving school without a positive destination in our region 
would be able to find a course at Edinburgh College.   Our three year transformation plan will 
keep the best of our curriculum provision and develop new, innovative and relevant courses 
to match the current and future economy of the region.  We believe this is one of the most 
exciting developments at the college and is central to our major transformation and change 
over the next few years.    

The Audit Scotland report concluded that Edinburgh College would face extreme financial 
difficulties without further financial support and referred to a special payment to support 
delivery of the Transformation Plan.  On the basis of the Transformation Plan that was 
submitted on 31 March 2016, the Funding Council wrote to the Principal in June  to confirm 
that it would make available up to £650,000 for a first phase of voluntary severance in 2016-
17 financial year and would review requirements as implementation of the plan progressed.  In 
the use of this funding of £650k we have been successful in saving in excess of £1m on a 
recurring basis.   A facility would also be provided to draw down in academic year 2016-17, 
as a cash advance against future grant funding, up to circa £3million to ease cash flow 
pressure. This aspect of the strategy recognises the need to ensure that we have the 
workforce we need for this future and that our workforce planning is within our financial model 
for improving our financial position.  

To provide both an external view and assurance to the Board of Management of the College 
and the Scottish Funding Council jointly commissioned an external review of the extent to 
which the Transformation Plan would be likely to achieve its objective.  The subsequent review 
report concluded that the Transformation Plan presents a comprehensive overview and a 
sound framework to allow the college to undertake the required improvements.  It also 
concluded that the rationale for the plan for financial sustainability is reasonable and provides 
a sound approach to addressing the college’s current financial challenges.    

The audit also highlights a number of areas where the college can improve its change 
management processes, and makes recommendations for us to build on the work to date.  
The college is acting quickly to put these recommendations in place.    

Our Board and newly formed Executive Team are focussed on the strands of our 
transformation plan which we believe will not only create a more sustainable future for the 
college but which will also support regional economic growth in Edinburgh, Midlothian and 
East Lothian.   We have worked closely with the Scottish Funding Council to ensure that whilst 
we achieve the right level of recruitment to match regional need, we also have a robust three 
year plan towards balancing the college’s finances and future financial sustainability. 
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