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ANNEXE C 

WRITTEN SUBMISSION FROM KPMG, APPOINTED EXTERNAL AUDITOR OF EDINBURGH 
COLLEGE 
 
Section 22 report on the 2014/15 audit of Edinburgh College 

 
I refer to the meeting of the Public Audit and Post-legislative Scrutiny Committee (“the Committee”) 
which was held on 6 October and further to your letter of 14 October 2016 set out below a submission 
to the Committee in relation to a number of matters which were discussed in that meeting. 

 
The role of external audit 
The Committee explored the role of the internal and external audit and I thought it would be helpful to 
clarify the role of external audit. 

 
The external audit of Edinburgh College for the period ended 31 July 2015 was undertaken in 
accordance with the Further and Higher Education (Scotland) Act 1992 and section 44(1)(c) of the 
Charities and Trustee Investment (Scotland) Act 2005 and its purpose was to provide an independent 
audit opinion on an entity’s financial statements.  An external audit does not monitor performance of 
an entity on an ongoing basis over the course of a financial year.    

 
The Independent auditor’s report to the members of the Board of Management of Edinburgh College, 
the Auditor General for Scotland and the Scottish Parliament is contained on page 25 to 26 of its 
Annual report and financial statements for the year ended 31 July 2015 which can be found at the 
following link: 
http://doc.edinburghcollege.ac.uk/welcome/governance/financial%20statements%20july%202015.pdf.  
The report includes: 
 

 the purpose for which it was prepared; 

 the respective responsibilities of the Board of Management and auditor; 

 the generic scope of the audit of the financial statements (see below); 

 the opinions on the financial statements, regularity, and other prescribed matters; 

 matters on which the auditor is required to report by exception. 
 

The opinion on the financial statements is as follows:  “In our opinion the financial statements: 

 give a true and fair view in accordance with the Further and Higher Education 
(Scotland) Act 1992 and directions made thereunder by the Scottish Funding Council 
of the state of the college's affairs as at 31 July 2015 and of its deficit for the period 
then ended; 

 have been properly prepared in accordance with United Kingdom Generally Accepted 
Accounting Practice; and 

 have been prepared in accordance with the requirements of the Further and Higher 
Education (Scotland) Act 1992 and directions made thereunder by the Scottish 
Funding Council, the Charities and Trustee Investment (Scotland) Act 2005, and 
regulation 14 of The Charities Accounts (Scotland) Regulations 2006 (as amended).” 

 
The “Generic scope of the audit of the financial statements” notes: “An audit involves obtaining 
evidence about the amounts and disclosures in the financial statements sufficient to give reasonable 
assurance that the financial statements are free from material misstatement, whether cause by fraud 
or error.”  Our audit effort is therefore directed by our assessment of the risk of significant 
misstatement within the financial statements.  Our risk assessment procedures include meeting with 
management several times during the year to discuss financial performance and business 
developments and attendance at all meetings of the Audit and Risk Assurance Committee.  We 
design and perform procedures to address these significant risk areas and all other material items 
within the financial statement. 

 
The majority of our audit fieldwork is performed, following the 31 July year end, in late September and 
early October when we assess whether controls that we seek to rely upon have operated throughout 
the year and gather substantive evidence to support transactions and balances recorded in the 
financial statements.  The external audit does not conduct audit procedures throughout the year and 
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has no monitoring role.  We reported on matters arising from the audit of the financial statements in 
accordance with the responsibilities set out with Audit Scotland’s Code of Audit Practice and 
International Audit Standards by providing “the Annual audit report to the Board of Management of 
Edinburgh College and the Auditor General for Scotland (“the Annual audit report”) for the period 
ended 31 July 2015.  This report is published by Audit Scotland and can be found at the following link 
http://www.audit-scotland.gov.uk/uploads/docs/report/2015/fa_1415_edinburgh_college.pdf. 
 
On page 5 of that report its purpose and scope is set out, along with the accountable officer and 
auditor responsibilities.   

 
Scottish Funding Council recovery of £800,000 
We were made aware of the potential for the recovery by the Scottish Funding Council (“SFC”) of 
£800,000 in relation to additionality towards the end of October 2015 as we were nearing the end of 
our audit work on Edinburgh College’s financial statements for the year ended 31 July 2015.   We 
were informed of the matter by the Director of Finance immediately following internal notification of 
the matter to him.  Prior to this date we understand the Director of Finance had believed that all 
amounts claimed were appropriate based on an understanding that the curriculum had been designed 
to meet the requirements of the SFC and that final claim returns made to the SFC had been subject to 
control procedures carried out by the curriculum department.  In addition, the final claim had been 
subject to scrutiny by the internal auditor of Edinburgh College during October 2015 with no issues 
having been raised.  The focus of our external audit work in this area was to understand the position 
of the SFC in relation to the matter and ensure that the potential recovery of this amount was correctly 
reflected in the financial statements. 

 
During consideration of this matter on 6 October 2016 some members of the Committee were keen to 
understand where responsibility for understanding the revised rules surrounding additionality 
lay.  This was raised specifically by Mr Neil (column 42 of the Official Report).  For the record the 
question of responsibility is a matter for the whole Board of Management of Edinburgh College and 
ultimately for them to consider and decide upon.  An investigation into the matter was carried out by 
the Principal of Edinburgh College the findings of which were reported to the Committee in her letter 
to the Committee of 27 September 2016.   

 
I would be happy to discuss the above maters further with the Committee during the meeting on 17 
November 2016. 
 
Yours sincerely 
 
 
Hugh Harvie 
Partner, KPMG 
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