
 

 

Public Audit Committee 
 

2013/14 audit of Coatbridge College: Governance of severance arrangements 
 

Submission from the Scottish Funding Council 

Auditor General for Scotland (AGS) section 22 report: The 2013/14 audit of 
Coatbridge College: governance of severance arrangements 

I am writing in response to your letter of 17 September 2015 inviting the Scottish 
Funding Council to submit written evidence in relation to the above report.   
 
Firstly, can I say that I share the concerns that your Committee has expressed about 
the decisions – both those they proposed and some of those which were eventually 
implemented – by the Board at Coatbridge College.  
 
As requested, I am sending you the key correspondence between SFC and 
Coatbridge College on the subject of the severance for the Principal and the 
proposed severance deal for the senior management team. We will separately 
discuss with the clerk to the Committee the arrangements for publication of some of 
these letters as some elements were supplied to us in confidence or may be legally 
privileged.  
 
In this letter I will not repeat all of the facts of this case as these are laid out in the 
Auditor General’s report. I will however comment on some of the key issues and 
would be very happy to discuss this further with the Committee in October or 
November if you wish. 

The role of SFC 

The Auditor General’s report referred to the significant interventions on the part of 
SFC.  These interventions included writing to the Principal and Chair of the College 
making explicit our expectations, bringing the Chair and Principal of the College in to 
a meeting at SFC, and my addressing the College Board. At the time these events 
took place, it was ultimately for the Board to decide on severance arrangements for 
its staff. 
 
While SFC was only prepared to fund severance deals up to a level that gave a 
year’s payback (in the case of Lanarkshire a deal that went up to a maximum of 13 
months’ pay for those with over 14 years’ service) we did not prevent colleges using 
their own resources to fund more generous deals if they could afford to do so from 
their own funds (and, of course, if they were operating within our severance 
guidance). In practice, it was very rare for colleges in the recent merger programme 
to offer more than around one year’s salary. Our primary concern in the case of the 
proposed Coatbridge College deal for senior staff was that it was different from that 
on offer to the other staff at the College who would be offered under the Lanarkshire 
scheme that would apply to all colleges in the merger. We were also concerned that 
from the minute of the Remuneration Committee held in January 2013  it appeared 
that the Committee had been misinformed as to what was the standard deal being 



offered in merging colleges at that time and on the SFC’s approval of the proposed 
package for the Principal.  
 
The College eventually withdrew the offer of a 21 month deal to the senior team 
following discussion with SFC. Despite our actions – the letters, the meeting in the 
SFC and attendance at their board meeting –  the Chair and the Remuneration 
Committee did not  withdraw the proposed deal to the Principal.  
 
We were extremely frustrated that we were not able to take action to recover any 
unreasonable severance payments from those who had taken the decision. We had 
raised this issue in a letter to the College on 22 October 2013 as a potential 
consequence. As is noted in the minute of the Remuneration Committee of 
Coatbridge College of 23 October 2013, the legal advice of their lawyer was that 
SFC could not successfully challenge the decision of the committee. Our legal 
advice was that the it was not clear that simply breaching guidance was sufficient to 
lead to a successful civil case against the board members that had taken the 
decision and that testing this in the courts may lead to legal cost exceeding what 
could be recovered in the unlikely event it were successful.  
 
We could of course have recovered the money spent on the Principal’s severance 
over and above what we considered a reasonable sum through clawing back grant to 
the College. We could also have refused to pay any portion of the severance. If we 
had taken either of these decisions the only consequence would have been to 
reduce the funding available to the College (and its successor, New College 
Lanarkshire) and this would have damaged services to students without in any way 
reducing the payment to the Principal or affecting those who had taken the decision.  
It is important to acknowledge that the events at Coatbridge College occurred before 
ONS reclassification of colleges as part of the public sector.  Post ONS, through the 
requirements of the Scottish Public Finance Manual (SPFM) and a new Financial 
Memorandum (aligned to the SPFM), colleges now operate in a significantly more 
regulated environment.  In terms of severance these regulations are detailed, explicit 
and closely monitored by SFC.  These are significant preventative measures. 
 

Improving the quality of governance in the college sector 

Our view is that poor governance processes were largely responsible for the issues 
raised by the Auditor General in her report.  The Code of Good Governance was 
developed by the college sector through the Code of Governance Steering Group.  
The Code is set at the level of principles and does not cover detailed guidance on 
governance in relation to severance arrangements. 
 
SFC will shortly be issuing revised and strengthened guidance to colleges on 
severance.  This has been developed in consultation with colleges and colleagues in 
the Scottish Government and Audit Scotland.  The guidance addresses the issues 
raised at Coatbridge College (and North Glasgow College), in particular around 
robust and transparent governance of severance packages.  The guidance will also 
require colleges to compare their practices against the issues raised at Coatbridge 
and North Glasgow colleges and report the outcome of this to SFC.  
 



Actions in the event of non-compliance 

As indicated previously, we agree it would be helpful to take a fresh look at what 
needs to be done in the event of non-compliance including the review of the scope, 
impact and effectiveness of available sanctions and actions.  This exercise will 
include discussions with the Office of the Scottish Charity Regulator and the 
Commissioner for Ethical Standards in Public Life (Scotland).We believe it is 
important that the sanctions are ones that do not penalise the students at a college 
as a result of the actions of board members. For that reason we would have a 
presumption against simple financial penalties on the college, though there may be 
occasions where this is appropriate. 
 
Yours sincerely 
 
LAURENCE HOWELLS 
CHIEF EXECUTIVE 
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