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SCOTTISH FUNDING COUNCIL

EDUCATION MAINTENANCE ALLOWANCE (EMA) AUDIT
GUIDANCE 2021-22

PURPOSE

1. This publication gives guidance to colleges on the audit requirements for the operation
of the Educational Maintenance Allowance (EMA) programme for the period 1 August
2021 to 31 July 2022 (Academic Year 2021-22).

BACKGROUND

2. The Scottish Funding Council (SFC) has managed the national EMA programme for
Scotland’s colleges on behalf of the Scottish Government since 5 April 2004. For most
colleges, payments to students started in Academic Year (AY) 2005-06.

3. The use of EMA funds is governed by the EMA Guidance and Processes which is issued
directly to colleges on an annual basis. This document has been developed and is
updated regularly by the Scottish Government, with input from SFC and from local
authorities, colleges and schools. The AY 2021-22 guidance was circulated to SFC's EMA
contacts on 18 October 2021.

CONDITIONS OF GRANT AND AUDIT REQUIREMENTS

4. The EMA conditions of grant for AY 2021-22 are set out as guidance on the SFC website.

5. The high-level audit requirements are set out in the EMA Guidance and Processes.
Colleges should note that the audit should include the assessment of evidence that spot
checks of at least 5% of applications and payments have been carried out during the AY.
Where the total number of applications is small, a sample size of 5% may not be
meaningful; in such cases an appropriate sample size should be applied.

6. Colleges are reminded that they are required to provide SFC with evidence that these
spot checks have been carried out during the academic year. Where necessary, colleges
should put in place procedures to carry out spot checks remotely.

7. During the period of COVID disruption, some colleges’ spot checks were carried out later
than usual and outwith the normal timeframe. Any college which completed its spot
checks for AY 2020-21 after the audit took place should confirm this as part of their AY
2021-22 audit.

8. Annex A to this guidance summarises colleges’ EMA administrative responsibilities and
details the information which should be retained for audit purposes. Annex B gives
guidance on the operation of spot-checking procedures during the year. Annex C gives
an example of the standard audit certificate required to be submitted to SFC by 30
October 2022 by the college’s independent auditors.
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9. ltisthe responsibility of individual colleges to ensure that timings, appropriate sampling
size reflecting the total number of applications, and quality requirements are met. It is
important that auditors provide the certificate by the due date to ensure that SFC can
send the return to the Scottish Government on time. If it appears that the auditors will
be unable to sign the certificate by the due date, SFC should be notified at once.

10. The COVID-19 emergency and the closure of offices has led to some challenges for
auditors in obtaining access to physical records as part of obtaining the relevant
evidence for testing. Audit firms will have developed their own protocols for auditing in
the current environment and SFC recognises that college systems are sufficiently
developed to maintain electronic audit trails which can be accessed remotely, given the
correct permissions. However, should auditors be unable to access adequate audit
evidence, this should be indicated on the audit certificate.

FURTHER INFORMATION

11. For general EMA enquiries please contact Ken Johnston, Funding Policy Officer, Finance,
tel: 0131 313 6562, email: mailto:EMAreturns@sfc.ac.uk. For audit queries, please
contact Wilma MacDonald, Senior Financial Analyst, Finance, tel: 0131 313 6565, email:
wmacdonald@sfc.ac.uk.

Richard Maconachie FCCA

Director of Finance
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ANNEX A

GUIDANCE FOR EDUCATION MAINTENANCE ALLOWANCES
(EMAS) DATA CHECKING

12. The EMA Guidance and Processes states that: “systems and processes must comply with
all relevant legislation and Scottish Government’s internal requirements, with particular
regard to audit”. All business processes are required to maintain and provide an audit
trail sufficient to satisfy the Scottish Government, Audit Scotland and Education
Scotland.

13. The specific requirements for colleges are:

e On confirmation of attendance either stating 100% attendance or accompanied by
proof of authorised absence (as defined by the college’s COVID-19 arrangements
where necessary), the college bursary/finance officer will authorise a weekly
payment of EMA which will be paid on a fortnightly basis to students.

e On a monthly basis, colleges will make a claim to SFC to draw down funds for
payments made to students. These claims will be certified by the college’s chief
executive officer or nominated deputy.

e The final summary provided to SFC for the academic year August to July will be
certified by the college’s chief executive officer and submitted to SFC by 30 October
2022.

e When submitting the year-end statement, colleges will provide evidence of spot
checks1 carried out throughout the year and should provide assurances that any

Lt is noted that whilst colleges were closed due to COVID-19, spot checks during that
period could not be carried out. Spot checks should continue as soon as colleges re-open
and retrospective checks made to satisfy audit requirements. Where student support staff
continue to work from home, despite colleges being open to students, colleges should put in
place procedures to carry out spot checks remotely.
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issues identified are being acted upon. These should be submitted to SFC with the
certified year-end statement.
e An externally audited statement certified by an independent auditor should be

returned to SFC by 30 October 2022. This statement will cover the academic year
from 1 August 2021 to 31 July 2022. A copy of the audit certificate is included at

Annex C.
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14. The systems in place at colleges should ensure that payments are:

e Made only to eligible students with flexibility in entitlement for vulnerable
students.

e Made only to students who have met the attendance criteria in accordance with
their EMA learning agreement (as defined by the College’s COVID-19 arrangements
where necessary).

e Accurately recorded on the monthly cash flow forecasts.

15. Each college will have set up its own systems and procedures for administering EMAs.
However, as a guide to maintaining an appropriate audit trail, the college should as a
minimum have the following:

(i) Copy of procedures manual or equivalent, clearly indicating the individual
responsibilities of staff, system access rights and authorisation procedures. This should
encompass controls in place to ensure duplicate applications or payments cannot be
processed.

(i) Log of all applications received, including those rejected.

(iii) Copies of application forms for each student, supported by documentary evidence
of student age, nationality and residence.

(iv) Documentary evidence of income details of parent/guardian and their partners.
(v) Documentary evidence to support approval and rejection decisions.
(vi) Copy of the Notice of Entitlement should be held on file.

(vii) Evidence of any re-assessment as a result of detrimental changes in financial
circumstances.

(viii) The relevant information and a record of the decision made where an appeal has
taken place.

(ix) Copies of individual learning agreements signed by the student.

(x) Copies of attendance records for each individual or proof of authorised absence (as
defined by the College’s COVID-19 arrangements where necessary).

(xi) A summary form showing the individual payments making up the total monthly
claim to SFC.

(xii) Copies of monthly claims to SFC.

(xiii) A reconciliation of the year-end EMA claim to both the nominal ledger and the
individual monthly claims.
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(xiv) Working papers detailing the internal spot checks which have been carried out
during the year.

16. Consistent with COVID-19 guidance, the above items may be electronic documents and
electronic signatures can be used where a signature is required.

17. Colleges should ensure that the collection, transfer, processing and sharing of EMA data
is carried out in accordance with Data Protection and Freedom of Information
legislation.

18. Colleges should also ensure full compliance with disability legislation.
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ANNEX B

SPOT-CHECK PROCEDURES

19. A suggested programme to perform a check on individual applications and payments is
set out below. Colleges will obviously tailor the tests to suit their individual systems and
methods.

20. It is recommended that the testing be carried out by staff who are independent of the
student support administration and that there is a clear line to report findings to college
management.

21. The business model requires 5% spot-checking to be carried out during the year. Where
the total number of applications is small, a sample size of 5% may not be meaningful; in
such cases an appropriate sample size should be applied.

22. The testing should be carried out throughout the year to give regular and timely updates
on the operation of the systems. This should also ensure that any problem areas will be
identified early in the year.

23. The checking carried out must be clearly documented to enable a review by the auditor.
A sample of a working paper is attached.

EXAMPLE WORK PROGRAMME FOR SPOT-CHECKS

(i) Obtain a copy of the EMA Guidance and Processes, and a copy of the college’s procedures
for the operation of EMAs.

(ii) Select a sample of students and obtain the student record file. (Sample should be
selected partly from the application list and partly from actual payments made. Sample
should cover 5% of applications and payments for the year with a sample size appropriate to
the total number of applications).

(iii) Agree the student personal details to the supporting documentation on file (this may be
photocopies of documents or a statement by the member of staff who vouched the original
birth certificates or other documents). Confirm the student’s age, residence and bank
account details.

(iv) Confirm that appropriate income records were obtained.

(v) If the student was rejected, review the reasons for the decision and ensure this was in
accordance with national policy. Confirm that no payments were made.

(vi) If the student was accepted, confirm that checks were carried out to ensure no prior
application had been received for that student.
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(vii) Ensure that decisions made were properly authorised by the appropriate member of
staff.

(viii) Agree details to the Notice of Entitlement.

(ix) Ensure that student bank details were correctly recorded on the system. If possible,
confirm that no other applications contain that bank account reference or, if there is a
second student with those details, obtain an explanation (for example, they may be a
married couple).

(x) Check the award of EMA and ensure the student was eligible based on income level.
Review any re-assessments in-year.

(xi) Select the most recent payment period for the student and confirm that they had 100%
attendance (as defined by college policy and individual learning agreement and the College’s
COVID-19 arrangements where necessary) for the relevant period. If the student had
sickness absences, confirm they have been covered by self-certification forms or doctor’s
notes. For any other authorised absences, ensure there is an acceptable explanation which
accords with the EMA Guidance.

(xii) Trace the payment to the student to the BACS payments summary ensuring bank details
are in agreement.

(xiii) Trace the individual payment to the summary invoice claim to SFC.

(xiv) Summarise any errors noted and consider whether overpayments or underpayments
have occurred. Identify and document any areas where the procedures and controls should
be amended to prevent similar errors in future.

(xv) Follow up with EMA staff any errors noted, and note any actions required and agreed
upon to prevent similar errors in the future. Follow up any outstanding points raised from
previous spot-checks, ensuring that the agreed course of action or response has been
implemented. Where outstanding points remain unresolved, discuss with the appropriate
member of staff and agree a way forward.

(xvi) If there are significant problems noted in the operation of the EMAs ensure that this is
reported to the Board of Management and SFC.
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SAMPLE EMA SPOT-CHECK WORKING PAPER

Student Application form  Acceptance Rejection Notice of Learning Attenda- Prior Pay- BACS Payment Comments Testing
reference checked and agreed in entitleme- agreem- nce applica- ment at payment tracedto and subseg- completed
number or details confirmed accorda- nt enton file confirmed tion correct confirmed SFC uent action by and date
ID (name to supporting nce with correctly and signed rate claim
not documents policy issued
required)

1 XXXX X X n/a X X X X X X Satisfactory BB

15/7/22
2 XXXX X X n/a X X X X X X Unauthorised

absence. One
Payment not
made.

No learning WG

agreement 16/9/21
filed.
Agreement
now located.
3 XXXX X n/a X n/a n/a n/a n/a n/a n/a MN
2/10/21

Note: The above is only intended as a guide to the type of working paper which should be retained. This model does not cover all the tests
which will be necessary and colleges should produce individually tailored working papers which indicate all the tests carried out.
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ANNEX C

STANDARD FORM OF AUDITOR’S REPORT FOR EMA RETURNS

Name of college:

Auditors’ Report to the Scottish Funding Council (SFC) for the period from
1 August 2021 to 31 July 2022.

I/We have examined the books and records of the above college, including evidence of
checks of 5% of applications and payments, with a sample size appropriate to the total
number of applications, and have obtained such explanations and carried out such tests as
I/we considered necessary.

On the basis of my/our examination and of the explanations given to me/us, |/we report
that (subject to the reservations set out in our letter dated xx/xx/xxxx) the information set
out in these forms is in agreement with the underlying records.

I/We also report that, in my/our opinion, the college used these funds in accordance with
the SFC’s conditions and the principles of the Education Maintenance Allowance
programme.

| am/We are satisfied that the systems and controls of the administration and disbursement
of these funds are adequate.

Signed: Job Title:

Date:
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