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Steeple Suite, Falkirk (commencing at 4.00pm)

Present: Liam McCabe
Trudi Craggs
Ken Richardson

Apologies: Andrew Caldwell
Lindsey Hastie
Amber Little

In Attendance: Professor Ken Thomson, Principal
Alison Stewart, Vice Principal Finance and Corporate Affairs ()
Kenny Maclnnes, Vice Principal Learning and Student E enee (WPLSE)
Senga McKerr, Director of Finance (DOF) z ,
Moira France, Finance Manager (FM)
Stephen Reid, Ernst & Young

David Archibald, Henderson Loggie Q
Stephen Jarvie, Corporate Governance a@ fficer (CGPO)
M)

Ester Vasallo, Supply Chain Manager (SC

F/22/012 Declarations of Interest

None O
F/22/013 Minute of Meeting Q&mber 2022

Members appréyed the minute of the meeting of 13 September 2022.

F/22/014 MatterssAri
inancial Forecast Return 2021/22 - 2026/27

ACA confirmed that the committee’s concerns had been raised at the Board
anagement and a decision had been taken that the Chair would write to SFC. She
oted that this had happened and SFC replied.

F/22/01 Annual Report and Financial Statements 2021/22
(Joint item with Audit Committee)

The Chair of Audit Committee chaired for items F/22/015 and F/22/016

The DOF presented the accounts for member’s consideration.

She noted that, in the papers as issued, there had been a section regarding the
donation to the ALF which had been under discussion with Ernst & Young when the

papers were issued. She confirmed to members that a way forward had been agreed
and the VPFACA confirmed the donation would remain in the 2021/22 accounts.




2. Minutes of Meeting of 15 November 2022

I\:/Otil'[h For Approval
alle p
Colle)ée‘ 13 June 2023

FINANCE COMMITTEE

Members welcomed this update and queried if this meant the accounts were now
unqualified.

The VPFACA confirmed the accounts were now unqualified.

The DOF noted that an assessment of going concern had been conducted again and
was included in the papers. She highlighted that, with no corrective actionsgthere was
a shortfall in cash flow later in 2023/24. She informed members that \corrective
actions were currently being examined for implementation.

Members queried the reason behind increase in the number rary contracts
for staffing as outlined in the accounts.

The VPFACA informed members that, as the manage@ew there would be a
restructuring exercise in 2021/22, the decision had bee n to award temporary
place. This had the additional
roles.

contracts until such time as the new structure
benefit of protecting existing permanent st

Members queried in regard to going conce ther there was a need to request a
letter of assurance from SFC.

The VPFACA noted that this ha® ussed with Ernst & Young and that, if there
were no corrective actions b @ en in relation to projected cash flow issues, then
there may have been edste’do so. Corrective actions and other changes are
anticipated which w, s the cash flow and thereby the need for an assurance

letter.

Stephen Rej ed that discussions had taken place and, as this matter relates
ss the sector, SFC will have to take a position on this. He noted that
ssues with the College as a going concern however auditing standards

embers endorsed the accounts to the Board of Management subject to the issue
f cash flow being addressed

F/22/01 Draft External Audit Annual Report to the Board of Management
(Joint item with Audit Committee)

Stephen Reid presented the draft report to members. He noted that this was the sixth
and final year Ernst & Young would be the College’s external auditors.

He noted his thanks to the College finance team for their cooperation with the audit.

He informed members that the audit had not, to date, identified any adjustments that
were required.
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He noted that going concern had already been discussed at the meeting and that the
text currently in the report would be updated once this was finalised.

He discussed the red rating in the report for financial sustainability anghcon ed that

while management had taken, and continue to take, correctiveteps the external
environment the College operates in called for this rating.

Members queried whether this rating applied to othe I@nd Stephen Reid
confirmed that this was the case.

Members noted that, as a result of the discussions that had been taking place with
management, the report as issued was no h ersion. It was agreed that an
updated version would be prepared anddissu€d tomembers for consideration and
comment ahead of the Board of Managem eting.

Members noted their thanks to t FiMam and Ernst & Young for their work on
preparing the report. Q

a) Members endorse t in principal for submission to the Board of
Management and a iew the updated report ahead of that meeting

F/22/017

e outlined the content of the report and the attached appendices.

bers noted that there were two non-compliant procurements listed in the report
nd expressed concerns that one of these showed a material change and requested
further information.

The SCM reported that a single provider had been awarded a network contract owing
to delays in the handover of this contract from the campus constructors. The
timeframe meant there was not sufficient time to conduct a full tender in time for the
contract renewal so the College negotiated directly with the existing supplier to
ensure continuity of service.
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In relation to appendix D of the report, members queried whether the College had to
publicise the values of future procurements as this could lead to less competitive bids
for these contracts.
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The SCM noted the point made by members but confirmed publishing these figures is
a mandatory part of the procurement report.

Members also noted that the KPI and target information in appendix g seemed to
suggest that the performance of the College had decreased and asked what the
reason for this was and whether this would risk the College’s procurement rating.

The SCM informed members that, at the time of setting the targets for the previous
year, the combination of coming off of a significant procurement pekio
the Falkirk Campus and the impact of Covid meant setting @

the full report prior to publication, it would be usef re could be a report
highlighting the 4 or 5 key messages and underpinning om the report to bring
to members attention.

challenging.
Members commented that, while they appreciate theyQQder and approve
if t

The VPFACA confirmed that this would vidéd to the March meeting of the
Committee and that a review of curren, tafgets previously approved by the
Committee would be undertaken.

a) Members approved the A ement report

F/22/018 Q1 High Level Forecas -
The FM provide mbags with the Q1 forecast for 2022-23. She noted, since the
22/23 budget fas approved by the Board in September, a number of updates had

been mad t external changes such as SFC not approving the surplus to be
ard, an increase in anticipated pay award to 5% which initially made a
deficit @

ut taking into account income increases and costs savings, this
r
ed that there were still a number of risks and unresolved issues which were

ined in the paper.

Members acknowledge the risks and unresolved issues and queried whether the
updated budget is a realistic scenario.

The HOF confirmed the biggest concern is in relation to pay negotiations and the
VPFACA stated that the College had to proceed on the assumption that there would
not be additional funding provided to support the pay offer.

The VPFACA also noted that there was a £56m funding allocation sitting with SFC at
this time to fund the outcome of the sector wide support staff job evaluation activity
which had been ongoing for some time.
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She noted that there were concerns that this money may be reallocated and this
would impact the staff covered by job evaluation.

a) Members noted the content of the report
F/22/019 Student Funding Outturn 2021/22 and Forecast 2022/23

The DOF presented a paper updating members on student funding for thg previous
academic year and the forecast spend for the current year.
ed to request

She informed members that last year the College had natmge
additional funding at the in year redistribution point. She hig @ d that there was

still an underspend at the end of that year and explain gge part of this was

the introduction of free bus travel to under 21’s whichfreducgd the requirement for
travel cost support.

She noted that, for 2022/23, SAAS had reintr,
but SFC had not done a similar exercise f

4k funding cap for HE students
tudénts so there was some disparity

d, there was an anticipated underspend
of £700k for this year. Give gsslres of cost of living, fuel etc she informed

Members noted t is Sgemed sensible to retain the projected underspend and
allocate this to$tudents who need it.

ed the content of the report

F/22/020 R
ncial risks highlighted in the minute were noted.
F/22/021 ny Other Competent Business

None
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1. Purpose
To seek approval from the Finance Committee of the level of tuition fees and fee waiver policy
for Session 2023-24.
2. Recommendation
That members discuss and approve the proposed tuitions fees and fee waiver poljcy for Session
2023-24.
3. Background Q
The Board of Management (through its Finance Committee) has r, n for determining
tuition fees. Itis a condition of grant that no fees should normally be charged to home (Scotland)
or EU students studying full-time in Scottish further educatigmsgolleges and the notional fees are
set by Scottish Government and published through SF Students Awards Agency for
Scotland (SAAS) for these students. These fees have t, therefore approval of tuition
fees will be subject to any changes made to nationally SFC publishes its Fee waiver grant
policy annually, with the latest available policy p for Session 2022-23. Approval of the
fee waiver policy will be subject to any chanw o the national policy for Session 2023-24.
4. Key Considerations

Tuition Fees

As mentioned above, full t @are set nationally. It is yet to be confirmed if there are to be
any changes from Scotti
full time fees are s

SQA fees are one of a few determinants when setting part time fees. SQA’s fees have remained
unchanged for the current Session and the previous five sessions, and although we won’t know
their position for Session 2023-24 in time to influence our fee setting, it's unlikely that Scottish
Government would approve an increase in SQA fees.

The most recent Consumer Price Inflation (CPI) rate for April is 8.7%, with forecasts that this rate
could decrease over the coming year, with uncertainty on when and how sharply any decreases
will come. The National Institute of Economic and Social Research is predicting a fall in inflation,
but that inflation will remain well above 3% for the whole of 2023, through its forecasts based on
four different economic scenarios. With the exception of last session where a £10 increase in our
FE and HE rates were approved, over the last five years in bringing this report to LMT, CPI has not
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risen much above 2%, and has regularly been between 1% and 2%, and as such the
recommendation has been to not increase our fees, with the last previous fee increase being in
Session 2016/17.

Table 1 shows a comparison of our fees against other colleges. Of the colleges included, only Fife
and West Lothian have published their fees for Session 2023/24, so fees shown are for the current

session. For Session 2022/23 our fees are overall higher than neighbouring colleges.

Table 1 - Sector part-time fee comparisons

2022/23 Fees except Fife and West Lothian, which are 2023/24

New College Dundee &
FVC Lanarkshire Fife WesiLothian Angus Edinburgh
Further Education - rate per credit 125 120 110 125 120 111
Higher Education - rate per credit 140 130 120 130 111
Degree —rate per subject 220 n/a n/a FTonly FTonly
ICDL 380 n/a 3 n/a n/a n/a
ICDL rate per unit 65 n/a 5 n/a n/a n/a
ICDL advanced per module 115 n/a 1 n/a n/a n/a

National 4/National 5/Higher 375 4ZN . 60 375 400 333

Taking all of these factors into accou pecially the comparison of our fees against
neighbouring colleges the recommenda
2022/23. Table 2 below shows this

way of comparison.

< 410
@ hat the College doesn’t increase fees for Session
perdation alongside an 8.7% inflationary increase, by

Table 2 - Recommended part-time fees for Session 2023/24
Inflationary

Increase

2023/24 Fee
2022/23Fee Recommended

% Increase % Increase

125 125 0.0% 136 8.7%

140 140 0.0% 152 8.7%
Degree —ra 220 220 0.0% 239 8.7%
ICDL 380 380 0.0% 413 8.7%
ICDL unit 65 65 0.0% 71 8.7%
| advahced per module 115 115 0.0% 125 8.7%
Nati /National 5/Higher 375 375 0.0% 408 8.7%

It’s proposed that re-sit examination fees are not increased. The volume of re-sits is relatively low
and the fee reflects administration staff cost.

For any evening courses which fall out-with our standard pricing structure for FE and HE credits,
fees will be set on a course by course or contract basis, with course fee/contract price being set
through our established costing model.
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An exercise of comparing International and RUK fees across Colleges was also undertaken by our
Head of Commercial & Training Delivery. This exercise established that the current fees charged
by the College for International/RUK students for HNC/D delivery was below that of competitor
colleges, which is shown in Table 3. With this in mind, it is proposed to increase our rate per HN
Credit to £700, with a full year of delivery at HNC/D level increased to £8,000. It’s proposed to
keep all other International/RUK costs at their existing levels. Bespoke international provision will
continue to be priced on an individual contract basis.

Table 3 — HNC/D costs sector comparison for International/RUK Students

Full HNC/D
Cost per year O
Forth Valley College £6,600
Edinburgh College £8,000

City of Glasgow College £7,500

Dundee & Angus College £7,875 &

National Fee Waiver
Non 2023/24, which is expected in June.

SFC have not yet published fee waiver guidance
The only expected change is likely to be IieveIs for means-tested fee-waiver, however

the College’s Fee Waiver policy will be adg ould there be any changes to the National Policy,
once published.

Local Fee Waiver &

There are no changes p to our local fee waiver policy.

Although not part @ local fee waiver policy as an additional benefit to staff where places
remain avail@ es not eligible for fee waiver (commercial and enhanced fee courses)
urse

just prior to ommencing, have been advertised to staff.

Reso ations (Financial, People, Estates and Communications)

It¥s,estimated that the proposed increases in fees would generate an additional £10K in part time

fees, a further £3K generated through evening course fees for unitised HE and FE provision.
6. Equalities

Assessment in Place? - Yes (attached)
7. Communities and Partners

Not applicable.
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8. Risk and Impact

Please complete the risk table below. Risk is scored against Likelihood x Impact, with each category
scored from Very Low through to Very High. Risks should be robustly scored and, if the combined
score (Likelihood x Impact) is higher than the Board Risk appetite for the risk category identified,
additional justification must be provided on why this risk is necessary.

Likelihood | Impact
Very High (5)

High (4)

Medium (3)

Low (2) X X

Very Low (1) <
Total Risk Score — 4

The College has a Strategic Risk appetite for categosfes as defined by the Board of
Management. Decisions being taken at LMT/SMT/Boa el must have cognisance of this. Please
indicate the single most relevant risk category in %ab ow.
BO X ategories & R APP e 2 ohe area o
0 Ope 0 age 0
Governance Strategy People
Legal Financi Project/Programme
Property Reputational X
Technalogy

promote fee Waivergfor students who meet the criteria.
Is the ve the Board Risk Appetite level? No

Owher - LMT Action Owner — LMT

Paper Author — David Allison SMT Owner — David Allison
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1. Purpose

To present to the members the proposed accounting policies to be applied to the Report and
Financial Statements for the year ended 31 July 2023.

2. Recommendation

That members approve the accounting policies for application to the Report and Financial
Statements for the year ended 31 July 2023.

3. Background Q
The Finance team has reviewed the accounting policies to ensur t remain the most

appropriate to the College’s particular circumstances. The College’s acgounting principles are
based on the current Statement of Recommended Practice: Accou or Further and Higher
Education (SORP) 2019.

4. Key Considerations

The proposed accounting policies are attached fo ration. No changes have been made to
the accounting policies since they were last esent to the Finance Committee on 14™ June
2022. The financial statements will incl@c - nal narrative as requested by the external
auditors, Mazars. This is not repeated i @ here, as it will specifically relate to the results of
the year to 31 July 2023 and the b she€t at that date, and does not alter the policies being
applied.

5. Resource Implications (Finahcial, People, Estates and Communications)

There are no resource i s from this report.
6. Equalities

As thisis a flrQ on accounting practices, an equalities assessment is not applicable.
7. Comm rtners

Givent e of this report, it does not involve, or provide benefit to, stakeholder groups.
8. RiskandiImpact

Applying these Accounting Policies is considered very low risk as there has been no change to the
Accounting Standards we conform to and no change to Forth Valley College activities.

Likelihood | Impact
Very High (5)
High (4)
Medium (3)
Low (2)
Very Low (1) X X

Total Risk Score — 1
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BoM Risk Categories & Risk Appetite (Select one area only)

Cautious <15 Open 15> <20 ‘ Eager >20

Governance X | Strategy People

Legal Financial X | Project/Programme

Property Reputational

Technology ]

Is the score above the Board Risk Appetite level? No, the score is less than appetite for
this category. O
Risk Owner — Alison Stewart Action'\©Ownef — Senga McKerr
Paper Author — Moira France OwneéfF— Alison Stewart

>
<&

C)O
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Appendix 1
Basis of preparation

These financial statements have been prepared in accordance with the Statement of Recommended
Accounting Practice (SORP) 2019: ‘Accounting for Further and Higher Education’; the Financial
Reporting Standards FRS 102 and the 2019/20 Government Financial Reporting Manual (FReM) issued
by the Scottish Government and in accordance with applicable Accounting Standards. They conform
to the Accounts Direction and other guidance issued by the Scottish Funding Counei Valley
College is a public benefit entity as defined by FRS102.

revaluation of certain fixed assets.

Basis of accounting
The financial statements are prepared under the historical cost CO odified by the

The financial statements do not include the income and expend@ of the Students' Union as the
College does not exert control or dominant influence over pgticyddecisjons.

Going Concern

The College’s financial statements for 2022-23 have bw ed on a going concern basis. The going

concern assessment period considered by the Cdllege coV€rs the period from the approval of these

financial statements through to 31 Decembe2024. public body, the College is presumed to be a

going concern unless there is a stated intenithdraw the statutory services it provides under
h ott

legislation. We have not been informe ish Government of any such intention.

Recognition of income &

Income
Income from grants, co
completion of the con

nd other services rendered is included in proportion to the extent of
service concerned. All income from short-term deposits is credited to

the income and e
Recurrent gran e Scottish Funding Council (SFC) are recognised in the period in which they
are receiya

Government revenue grants including Funding Council block grants are recognised in income over the
periods in which the College recognises the related costs for which the grant is intended to
compensate. Where part of a government grant is deferred it is recognised as deferred income within
creditors and allocated between creditors due within one year and due after more than one year as
appropriate.

Grants from non-government sources are recognised in income when the College is entitled to the
income and performance related conditions have been met. Income received in advance of
performance related conditions being met is recognised as deferred income within creditors on the
balance sheet and released to income as the conditions are met.
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Capital Grants

Government capital grants are recognised in income over the expected useful life of the asset. Other
capital grants are recognised in income when the College is entitled to the funds subject to any
performance related conditions being met.

Tangible fixed assets
In line with FReM all tangible assets must be carried at fair value.

Land and Buildings

Land and buildings are measured using the revaluation model and accordingly, as e revalued to
fair value. Where appropriate Depreciated Replacement cost has been used a re of fair value
for land and buildings otherwise Market Value will be used. O

The College has a policy of ensuring a full revaluation takes place at Ie@: 5 years such that the
fair value is not materially different to the current value. In line e FReM this will be
supplemented by an interim professional valuation in year 3. Dgp tion and impairment losses are
subsequently charged on the revalued amount. 6

Finance costs, which are directly attributable to the constkugfion of land and buildings, are not
capitalised as part of the cost of those assets.

Costs incurred in relation to land and buildingsea iflitial purchase or construction, and prior to
valuation, are capitalised to the extent that 1 @ ease the expected future benefits to the College.
If a building is brought into use mid-w olighs@ year the depreciation charge in the first year will

be pro-rated to reflect the number at the asset was in use.

A review for impairment of a fi%ed asSet is carried out if events or changes in circumstances indicate
that the carrying amount o asset may not be recoverable.

Assets under construcaccounted for at cost, based on the value of architects’ certificates and
arene

other direct costs depreciated until they are brought into use.

Freehold land iS\go reciated as it is considered to have an indefinite useful life. Freehold buildings
are deprec straight line basis over their expected useful lives. The expected useful life of
buildings y from 20 to 50 years as determined by professional opinion and valuation.

Equipme

Equipment costing less than £10k per individual item or grouped items is written off to the Statement
of Comprehensive Income in the year of acquisition. All other equipment and vehicles are capitalised
and depreciated in accordance with the depreciation policy.
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Depreciation

Depreciation is provided to write off the cost or valuation of tangible fixed assets on a straight-line
basis over the expected useful lives of the assets. All campuses are depreciated using a component
accounting approach.

i) Buildings 20 - 50 years
ii) Plant & Equipment 5 years

iii) Building improvements 10 years

iv) IT Equipment 4 years

v) Motor vehicles 7 yea

vi) Equipment acquired for other projects proj @

vii) Specialist Equipment acquired for Oil and Gas teaching
Depreciation methods, useful lives and residual values are reviewed at t e of preparation of
each Balance Sheet. Q
Leased assets
Finance Leases
Leases in which the College assumes substantially all Wnd rewards of ownership of the leased
asset are classified as finance leases. Leased ets aéduired by way of finance lease and the

corresponding lease liabilities are initially rec6ghi an amount equal to the lower of their fair
value and the present value of the minimu @ ayments at inception of the lease.

Leasing agreements which transfer e substantially all the benefits and risks of ownership
of an asset are treated as if the t hadybeen purchased outright. The assets are included in fixed

assets and the capital elemenfyaf th&leasing commitments is shown as obligations under finance
leases. Assets held under fi ses are depreciated over their useful life.
Where a lease covers @ and and buildings, the land and buildings elements are considered

reduce ding obligation and the interest element is charged to the Statement of
i come in proportion to the reducing capital element outstanding.

separately for cIaCa)
The lease rent eated as consisting of capital and interest. The capital element is applied to
n

Leases not meeting the criteria of a finance lease are treated as an operating lease. Costs in respect
of operating leases are charged on a straight-line basis over the lease term. Any lease premiums or
incentives are spread over the minimum lease term.

Arrangements that do not have the legal status of a lease but convey a right to use an asset in return
for payment are accounted for under this policy where fulfilment of the arrangement is dependent on
the use of specific assets.
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Revaluation reserve

Surpluses arising on the revaluation of the College’s properties are transferred to the revaluation
reserve. Additional depreciation charged on the revalued amount of these assets is transferred from
the revaluation reserve to the Income and Expenditure Account together with any surplus or deficit
on disposal.

Stocks
Stock is held at the lower of cost and net realisable value. Where necessary, provision isimade for
obsolete, slow-moving and defective stocks.

Cash and cash equivalents
Cash and cash equivalents include sums on short-term deposits with rec @ banks, building

societies and government securities. Q
Taxation

The College has been entered into the Scottish Charity Registg dhis entitled, in accordance with
section 13(1) of the Charities and Trustee Investment (Scotla 005, to refer to itself as a Charity
registered in Scotland. The College is recognised by H Customs as a charity for the
purposes of section 505, Income and Corporation Taxes Act nd is exempt from corporation tax
on its charitable activities. The College receives no si re ption in respect of Value Added Tax.

Provisions, contingent liabilities and conting
Provisions are recognised when the College resent or constructive obligation as a result of a
past event, it is probable that a transfe ic benefits will be required to settle the obligation
and a reliable estimate can be mad igation.

The amount recognised as a préyisiontis determined by discounting the expected future cash flows at
a pre-tax rate that reflects ri ific to the liability.

A contingent liability a past event that gives the College a possible obligation whose
existence will onl O d by the occurrence or otherwise of uncertain future events not wholly
within the control of thg College. Contingent liabilities also arise in circumstances where a provision
would otherwi de but either it is not probable that an outflow of resources will be required
or the amo obligation cannot be measured reliably.

A contipgentiasset arises where an event has taken place that gives the College a possible asset whose
existence Will only be confirmed by the occurrence or otherwise of uncertain future events not wholly
within the control of the College.

Contingent assets and liabilities are not recognised in the Balance Sheet but are disclosed in the notes.

Agency arrangements

The College acts as an agent in the collection and payment of certain Student Support Funds. These
funds are excluded from the College’s Statement of Comprehensive Income, and movements have
been disclosed in the notes to the accounts. Where the College has more discretion in the manner in
which specific funds are disbursed, and those funds do not meet the definition of agency funds, the
income and expenditure relating to those funds are shown in the College’s Statement of
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Comprehensive Income.

Foreign currency translation

Transactions denominated in foreign currencies are recorded at the rate of exchange ruling at the date
of the transaction. Monetary assets and liabilities denominated in foreign currencies are translated
into sterling at the year-end rates. The resulting exchange differences are dealt with in the
determination of income and expenditure.

Employment Benefits

Short term employment benefits such as salaries and compensated absences a
expense in the year in which the employees render service to the College. A
accrued and measured as the additional amount the College expects to pay &
entitlement.

Retirement benefits Q
The two principal pension schemes for the College are the Loc nment Pension Scheme (LGPS)
and the Scottish Teachers' Superannuation Scheme (STSS).

gnised as an

Used benefits are
sult’of the unused

R

Local Government Pension Scheme (LGPS)

The LGPS is a pension scheme providing benefits basew pensionable pay, prior to 1 April 2015
and a career average scheme from 1 April 20158 The ass€ts and liabilities of the scheme are held
separately from those of the College. Pensij ;
Pension scheme liabilities are measured usi ojected unit method and discounted at the current
rate of return on a high quality corp pend”of equivalent term and currency to the liability.
Contributions to the Scheme are c as to spread the cost of pensions over employees’
working lives with the College. Th ions are determined by an actuary on the basis of triennial
valuations using the Projected Ugit Méthod. Variations from regular cost are spread over the expected
average remaining workingdglifetinte of members of the scheme, after making allowances for future
withdrawals. The amoup d to the Statement of Comprehensive Income represents the service
cost expected to arise ployee service in the current year.

Scottish Teacherg Supddannuation Scheme (STSS)

The College pafi in the STSS pension scheme providing benefits based on final pensionable
pay. The e scheme are held separately from those of the College. The College is unable to
identify it of the underlying assets and liabilities of the scheme on a consistent and reasonable
refore, as required by FRS 102, accounts for the scheme as if it were a defined
contribu scheme. As a result, the amount charged to the Statement of Comprehensive Income
represents the contributions payable to the scheme in respect of the year.

Pension Provision

The College has made provision for the enhanced pensions, payable to former employees who have
taken early retirement, for which it is liable. This provision is calculated based on the actuarial tables
which take account of the enhancement payable, the age, sex and marital status of the former
employee. The annual cost of the enhancement is funded from the provision. The provision is made
in accordance with FRS 102 and any movements are adjusted through the Statement of
Comprehensive Income.
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Derivatives
Derivatives are held on the balance sheet at fair value with movements in fair value recorded in the
Surplus or Deficit.

Derivative financial instruments are initially measured at fair value on the date on which a derivative
contract is entered into and are subsequently measured at fair value through profit or loss. Derivatives
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

The fair value of interest rate swap contracts are determined by calculating the present value of the
estimated future cash flows based on observable yield curves.

Reserves
Reserves are classified as restricted or unrestricted. Restricted reserves incl @ ances where the
donor has designated a specific purpose and therefore the College is G d_ii the use of these
funds.

>
<&

C)O
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1. Purpose

To inform members of procurement activity, the status of the Procurement Strategy Action
plan and seek approval for changes in Procedures and Procurement Strategy.

2. Recommendations

That members consider and discuss the following:
e The status of the Action Plan in appendix 1.
e Awarded contracts and benefits in appendix 2.
e Approve the change in thresholds for obtaining quotations and endments to
Procurement Procedures as noted in section 4 below. O
e Note that no changes are proposed to the Procurement Polj
e Note the implementation of a no PO no payment procedur
e Approve the changes in the Procurement Strategy in endi

3. Background
Our Procurement Strategy (appendix 3) containsg@n Act an with actions, commitments and

n
KPIs. A 6 months update of the current financial yw:een provided in appendix 1.

Our Procurement Annual Report 202e presented for approval to the Finance

Committee in November 2023 and publi our website in December 2023.

4. Key Considerations &
Detailed information on awakded c@ntracts and collaborative and local benefits has been provided

in appendix 2 as of Mar

20 awarded gbntrac ve been added to our Hunter contracts register since 1°* August 2022.

This inclu regulated contracts (subject to procurement regulations): iTrent payroll and HR

soluti ssroom furniture.

laborative framework benefits:
Ple e Scottish Publicly Funded Sectors Procurement Benefits Reporting Guidance for
information on the benefits we can report.

These are savings from using APUC and other collaborative framework agreements in 2022/2023.
Please note that many suppliers have not reported our spend yet and will do from August 2023.
We forecast that our collaborative spend will be in the region of £2m.
2022/2023 Year to Date reported by suppliers:

e Collaborative Spend: £690,355

e BT1:£44,823

e BT2:£99,552



https://www.gov.scot/binaries/content/documents/govscot/publications/advice-and-guidance/2018/12/procurement-benefits-reporting-guidance/documents/procurement-benefits-reporting-guidance-march-2019/procurement-benefits-reporting-guidance-march-2019/govscot%3Adocument/Procurement%2Bbenefits%2Breporting%2Bguidance%2B-%2BMarch%2B2019.pdf
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Local Benefits:

These are savings that have been forecasted for 2022/2023 and 2023/2024 when awarding a local
contract (not through a framework agreement) or they have been calculated in addition to the
collaborative framework benefits when awarding a call-off contract. It covers contracts that have
been awarded in the current and previous financial years.

Sum of Annual
Year/Benefit Type Forecasted Benefit
Value
2022/2023
BT1 (£) CAT C Local Cash Savings 69,279
BT2 (£) CAT C Local Non-Cash Savings 71,789
BT8 - Make v Buy / Outsourcing 23,33
2023/2024
BT1 (£) CAT C Local Cash Savings
BT2 (£) CAT C Local Non-Cash Savings

Action Plan:
The Action Plan contains the RAG status of action

for later in the year and therefore, markedgin red.§
schedule in meeting targets: y

e New Moodle staff induction cos as planned to be made available to staff from
May 2023 but due to worklo@@this,has been delayed until August 2023.

e Compliant expenditure 3a$ ” influenceable expenditure: It is 86%, £2,815,440 out of
£3,268,615 (total no y spend) with 6 months data. It was 90.8% in 2021/2022. We
have 14 suppliersynon%gompliant with procurement regulations. We continue to
communicate ent procedures, promote the use of compliant agreements, move
spend to fr eliver training and schedule tenders. Please see appendix 4 for
more deta

e Num f rs with catalogues being used: More sessions on the use of catalogues
will be schetluled to increase use. We have plans to create a catalogue for our PPE and
wo ontract.

° oices with associated POs: A PO no payment procedure is being implemented to
ove this.

itments. Some actions are scheduled
e following actions and KPlIs are behind

No PO"no Payment:

We are implementing a no PO no payment procedure from the new academic year, with a grace
transition period of 3 months. This would mean that the College would not pay suppliers unless
they quote a valid purchase order on their invoice. This procedure aims to strengthen financial
controls of purchases, keep audit trail of authorisation of purchases, improve compliance with
procurement procedures and improve prompt payment. This is common practice within both the
sector and business in general.

Procurement Procedures and Quotation Thresholds:
We are seeking approval to increase our procurement thresholds for obtaining quotes. Our
current thresholds requiring 3 quotes of £3,000 (ex VAT) for goods and services and £5,000 (ex
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VAT) for works have not changed since 2017. We carried out a brief review of other College limits,
and in line with both Fife and Ayrshire Colleges, we propose to increase the threshold for all
procurements (goods and works) to be inclusive of VAT as follows.

e Below £6,000 will require one quotation.

e £6,000 to £25,000 = 3 quotes.

e Above £25,000 no change to thresholds from the Procurement Procedures.

Financial Regulations:
If approved, the Financial Regulations will be updated to reflect the changes reshglds and
procedures.

The following tracked changes have been made to the Procurement res for Finance

Committee approval:
e The quotation thresholds have been amended as above.
e |t is recommended rather than mandatory that artm complete a Summary
Quotation Form to record quotations.

e Itis recommended that our standard terms angfcon are issued with invitations to
quote.
e Purchase orders shall be raised followigg the ointment of a supplier through a
quotation process. V
e  Prompt payment in the supply chain W e change plans have been added as criteria
to consider in the Single Procure ‘ ent for regulated procurements.
adde

e The lessons learnt stage has bee d to regulated procurements.
terms and conditions is available with additional clauses on

Minor amendments are to section 3 (pages 5 to 7) of the College Procurement Strategy
to align it to the re ished Public Procurement Strategy for Scotland 2023 to 2028.

5. Resource Im
Communieat
. s to procedures and thresholds will be directly communicated to all relevant staff,
s a general message sent via e-Focus to all staff. New quotation thresholds and terms
conditions will also be published on our website.
uppliers will be contacted by the Finance Team to advise of the changes to procedures
regarding Purchase Orders.
e We will publish the Annual Procurement Report on the College website as soon as it is
approved by the Finance Committee and no later than 31 December 2023.
e The revised Procurement Strategy will be published on our website and sent to Scottish

Ministers.
6. Equalities

An equalities assessment is not applicable given the nature of this report.



https://www.gov.scot/publications/public-procurement-strategy-scotland-2023-2028/documents/
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Communities and Partners

The implementation of the no PO procedure will require discussion with staff and communication

with suppliers.
Risk and Impact

Failure to follow procurement policy and procedures could result

financial memorandum, procurement legislation, and no legal contracts in p
mitigated by ongoing staff training and the implementation of the “No PO No¢
The risk of procurement procedures not being followed is considered to be

compliance the impact tends to be greater.

Total Risk Score — 8

Likelihood Impact
Very High (5)
High (4) X
Medium (3)
Low (2) X
Very Low (1) V

BoM Risk Categories & Risk Appetite (S 2lect one area only)

in non-complianc@ with the
risk is
ment” process.
if there is non-

Cautious<15  Open 15>< d 7\ Eager >20
Governance Strateg People
Legal Fina X | Project/Programme
Property

Is the score above oard Risk Appetite level? No

Risk O
Pap

enga McKerr
or — Ester Vasallo

Action Owner — Ester Vasallo
SMT Owner — Alison Stewart
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1. Purpose

To present to members the APUC Evaluation Document and College recommendation in relation
to the tender for Insurance Services

2. Recommendation

That members:
e Consider the evaluation document (attached)
e Approve the inclusion of cyber insurance

e Approve the award of contract to Education Protect Scotland Liro
3. Background

The current contract for Insurance Services expires on 31 July Qﬂhere is a framework
agreement for Non-Life Insurance that APUC has tenderedgn behalf of colleges and universities
in Scotland. The companies on this framework are: @

¢ Education Protect Scotland Ltd

¢ CCRS Brokers Ltd

e Zurich Municipal V

In order to use the framework a mini oetitibn tender exercise was undertaken for the
provision of Insurance Services, including ects of the management of risk through to claims
management and handling. Educ Scotland and Zurich Municipal responded to the

tender request.
As the value over a 4 year &II exceed £500k, the Finance Committee is asked to provide
approval on behalf of t f Management.

4. Key ConsiderationO

The mini-c etition tender is for a 4 year contract period commencing 1st August 2023. Itisa
fixed price rs plus 2 extensions each of one year.

e with the procurement regulations, the College evaluated bidders’ responses to
the Most Economically Advantageous Tender. Each bidder was subject to a Technical
nd Commercial (60%) evaluation. The Technical aspects of the bids were evaluated by the
Director of Finance and the Finance Manager. The Supply Chain Manager evaluated the
Commercial aspects and a meeting was then held to achieve consensus on the winning bidder.
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Cyber Insurance

The tenders were evaluated on the basis that the College
was separated in the tender exercise. This is not a d c ave taken in the past, as the
insurance industry was still developing a reasonable o g.¢The Vice Principal of Infrastructure
& Communications is now of the opinion that}?eV g and premium costs make this a

ot take cyber insurance which

worthwhile step in mitigating risk from cyber event

Resource Implications (Financial, Peopl @ es'and Communications)

The current policy for Insurance sts FVC £104k per annum, including IPT and VAT. The
winning bid from Education PrgtectScotland is at a price of £116k for 2023-24 (held for 2024-25)
plus £18k for the Cyber pqlfcy. \his is a substantially lower price than quoted by our current
insurers, Zurich Municipal.

Equalities

As this is a fina ep an equalities assessment is not applicable.

Communi s@rtners

Given e of this report, it does not involve, or provide benefit to, stakeholder groups.
andiimpact

The ance cover provided in each of the tender responses was as requested and therefore

comparable.

Likelihood Impact

Very High (5)
High (4)
Medium (3)
Low (2) X X
Very Low (1)

Total Risk Score — 4
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BoM Risk Categories & Risk Appetite (Select one area only)

Cautious <15 Open 15> <20 ‘ Eager >20

Governance Strategy People

Legal Financial X | Project/Programme

Property Reputational

Technology

Is the score above the Board Risk Appetite level? No
Risk Owner — Alison Stewart Action Owne McKerr
Paper Author — Senga McKerr SMT Owner @ Stewart
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1. Purpose

To present to members the award recommendation report in relation to the tender for
apprentice accommodation.

2. Recommendation

That members:
e Considerthe award recommendation report (appendix 1) for apprentice agcommgodation.
e Approve the award of the contract to The Park Hotel (Falkirk) pending of

inspection of hotel premises. O
3. Background

Our contract with ECITB requires us to provide accommodation for entices that attend the
Falkirk campus during their 20.5 months programme. Aten ess was undertaken to appoint
a provider.

4. Key Considerations

The contract is planned to comme ertember 2023 and to end on 31 May 2025.

Due to the limited availabili f adeommodation in the Falkirk area, we received 1 tender
response from the incumbént provider, The Park Hotel (Falkirk).

The Park Hotel (Falki
from the date of cc

hold the price of JJij rerson and night for a minimum of 1 year
ement of the contract.

Tender respolses Were subject to a Technical (40%) and Commercial (60%) evaluation. Technical
responses red by the Director of Commercialisation & Skills and the Client Manager —
pment. A meeting was then held to achieve consensus on the technical scores.
hain Manager evaluated the Commercial aspects. A price negotiation took place led
e Client Manager.
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5. Resource Implications (Financial, People, Estates and Communications)

An inspection of the hotel premises will take place during w/c 26 June 2023 to verify health and
safety standards.

6. Equalities

As this is a finance report, an equalities assessment is not applicable. O

7. Communities and Partners Q
Given the nature of this report, it does not involve, or provide benefi takeholder groups.

8. Risk and Impact Q

The provider written tender response meets the Colleg rements.

Very High (5)
High (4)
Medium (3)

Low (2) X
Very Low (1) &

Total Risk Score — 4

Likelihood | Impact VV

BoM Risk Categorias & Risk Appetite (Select one area only)
Cautious <15 Cpen 15> <20 \ Eager >20

Strategy People

Financial x | Project/Programme
Reputational

Technology

Is the score above the Board Risk Appetite level? No

Risk Owner — Alison Stewart Action Owner — Ester Vasallo
Paper Author - Ester Vasallo SMT Owner — Alison Stewart
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1. Purpose
To present to members the Forecast Outturn for Academic Year 2022-23 for discussion.
2. Recommendation

That members discuss the Forecast Outturn for the year to 31 July 2023 and note the changes
from Q2 forecast including the remaining risks therein.

3. Background
The main detailed in-year forecasting exercise is carried out at Q2 a -% scheduled to be
presented to Finance Committee on 21 March, the papers were ci tad,but the meeting was
subsequently cancelled. This High-level Q3 forecast is prepared,ilookifg at key areas and/or

known variances since the Q2 forecast, to ensure our financial s remain in line with

expectations.
Appendix one provides a summary of the College’s Ine@mef& Exenditure account comparing this

Q3 forecast with the Q2 forecast. Appendix two sum isg€ the main variances between the 2
forecasts.

Appendix three looks at the Capital budget¥e year 2022-23. The final position to March is
fully committed, although all projects we @ ecessarily complete at that date.

4. Key Considerations
The revenue forecast, as d @Appendix 1, is showing an operational surplus of £34k

against the Q2 surplus hich after loan repayments is a deficit of £167k. This does not

include the costs ofgthe nt VS consultation, which are to be funded from cash reserves,
therefore we will b & ing an adjusted operating deficit c£850k.

A potentiagufside sits within Foundation Apprenticeships credit income. The Q3 income
forecastai on the actual number of credits being delivered, however following the final
FESr or the year to be submitted in October, we will provide mitigating circumstances to

SFE, argliing for the College to retain the full allocation of £1,096k with no clawback. This would
improVe the revenue forecast by £231k.

The forecast for the bank balance as at 31 July 2023 is £2.9m, of which c£1.2m is the remaining
FVC reserves.

Unresolved issues and areas of risk

The financial operating outturn for the year will depend on the outcome of 2 substantive issues:
e The outcome of pay negotiations with both Unison and EIS
e The final cost of the severance programme.
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In addition, it is incumbent on individual departments to spend their allocated budgets in time for
the financial year end. Delayed spend cannot be carried forward in to 2023-24 and the finance
team has encouraged any essential spending to be undertaken before 31 July to ease pressures
on next year. Historically there has been lower spend than forecast, which would improve the
operating position for the year.

Overall the forecast adjusted operating position is a small deficit, before severance costs, however
between the potential upside from Foundation Apprenticeships and the inevitable un@erspends
of department expense budgets, we are confident that the final operating pgsition Will be in
surplus.

Resource Implications (Financial, People, Estates and Communications)
There are no specific resource implications arising from this paper. Q

Equalities

An equalities assessment is not applicable given the nature@eport.
Communities and Partners

As this is a finance report it does not involve stakeholdergrofips.

v/

Risk and Impact

The score below reflects the financial ris Vthe accuracy of the Q3 forecast. While the
current funding environment would i @ a maximum risk score of 25, the only notable
concerns within the Q3 forecast ari ae’2 risks identified above which lowers the likelihood
of variations. Combined with tary above on spending budgets, the likelihood of a
negative variation is further rgduced.

Likeli pact
Very High (5) X

BoM Risk Categories & Risk Appetite (Select one area only)

Cautious <15 Open 15> <20 ‘ Eager >20
Governance Strategy People
Legal Financial X | Project/Programme
Property Reputational

Technology

Is the score above the Board Risk Appetite level? No

Risk Owner — Alison Stewart Action Owner — Senga McKerr
Paper Author — Senga McKerr SMT Owner — Alison Stewart
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Purpose

To present members with the Revenue and Capital Budgets for 2023-24, for discussion and
endorsement to submit this budget to the Board of Management.

2. Recommendations

That members consider the revenue budget for academic year 2023-24 and:
e Discuss the Revenue Budget for 2023-24, including the assumptions beiag usedjand the
remaining risks

e Note that the budget is in a surplus operating position, which af payments is a
small adjusted surplus of £39k

e Endorse submission of this budget to the Board of Manage@
That members consider the capital maintenance budget for fiscal yea 3-24 and:

e Note the top-sliced amount of £125k required for interest

e Note the amount of £230k to be allocated to rey€nu tenance

e Note the individual capital projects making u emainder of the allocation, £401k.
[ ]

Endorse submission of this budget to the% anagement
3. Background QV
e

This budget is prepared on the ba '
se to reduce staffing to c500 FTE for the new academic year.

combined with the consultatio €

The College sector is working&u bere funding environment, which is likely to continue as flat
cash grant in aid funding, at Yeast the next 2 years. Much of the expenditure at FVC is
unavoidable arising dir our core business and estates portfolio, while staffing costs
account for c80% o, cost base.

funding allocations announced by SFC on 25" May

The final revefiue bu for 2023-24 is an operating surplus of £250k as per Appendix one,
which is apadjustedisurplus of £39k after providing for the loan repayments. As noted in more
detail later | aper, this surplus could be improved from a potential upside of savings in
electgicity,costs’c£200k being realised.

As Withis¥ any budget, there are certain assumptions and areas of risk to note. The key risks are
discussed in section 4 below. The key assumptions and explanations are set out in Appendix two.

Appendix three sets out the capital maintenance budget for fiscal year 2023-24. This SFC
allocation is split in to 3 components — loan interest payments, revenue maintenance works and
capital projects. The capital projects proposed vastly exceed the £401k of funding available due
to the inclusion of the distillation lab delayed from prior year, which can only progress with
additional external funding either from Scottish Enterprise or the FVC Foundation.

Appendix four provides some context in regard to the risks that the College faces from the funding
environment and numerous cost pressures. The table sets out the financial impact of various
scenarios, although some carry higher risk than others.
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4. Key Considerations

All of the work over the last few months to address the shortfall in our forecasts for 2023-24, and
which informed the consultation exercise, has culminated in a balanced revenue budget.

Property costs are budgeted at £3.1m, and within this is a substantial increase to electricity costs
not just from market prices but also due to the implementation of a new charginggstructure,
following a review by Ofgem in to transmission and distribution charges. Althoughl we have
included this additional cost in to this budget, we are contesting our capacity bandi sing an
industry specialist PCMG, which if successful, could save up to £200k per ann our projected
bills. PCMG are confident that they can get the changes agreed and realis

surplus/deficit the College is annually working within. Difficult decisions ofi spending may require
to be taken later in the year when we look at the Q1 forecast position 23-24. The Leadership
Management Team will continue to seek ways of increasing e streams and reducing costs,
so should finances deteriorate we are confident that thege ons available to us should they
be required.

Tight financial control continues to be of paramount importanceQ arrow margin of

Adjusted Operating Position

2022-23 2022-23 2021-22
2023-24 Q3 forecast Q2 forecast Outturn

Budget £'000 £'000 £'000 £'000
Total income per I&E 35,874 36,434 36,527 36,659
Total expenditure per I&E (35,624) (36,400) (36,474) (36,240)
Operating (deficit) surplus 250 34 53 419
Revenue funding allocated to loagyrepa: nts (211) (201) (201) (193)
Underlying Core Operati ition 39 (167) (148) 226
Within this bddget, there are a number of key risks, resolution of which could significantly impact
the final o i osition, namely:
D jon of negotiations with EIS-FELA and UNISON on the pay awards for September

and September 2023. Every additional 1% costs FVC c£250k.

e Any likelihood of funding clawback in relation to delivery of Foundation Apprenticeship
credits. Our offering for FA programmes is reduced on prior years, and whilst FA credits
are not ring-fenced, there is still an expectation by Scottish Government that a certain
level of FA activity will take place in the sector. This is deemed low risk at this time.

e The challenge in growing commercial income to replace funding shortfalls should not be
underestimated. The projected growth in Modern Apprentices and their required
delivery, combined with a lower number of SFC credits needs to be worked through as a
whole for the College curriculum.
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e Updating the forward forecasts for the following year 2024-25 to determine the likely gap
should funding continue to be flat cash,

The forecast for the bank balance as at 31 July 2024 is £2.9m, with £1.2m of this being FVC reserves
following the costs of the current severance programme, estimated at c£700k, being funded
directly from cash reserves.

The Q3 forecast for 2022-23, this budget 2023-24 and two further years forecastsfer -26 will
form the basis of the Full FFR due to SFC by the end of June. A separate p @ on the FFR is

presented to this meeting of the Finance Committee.

5. Resource Implications (Financial, People, Estates and Communicaib)O
Overall the budgeted adjusted operating position is a manageable déefiei, however, the financial
impact of the noted key risks could be significant. On t e, we are hopeful of realising

significant savings on the electricity costs as noted abov

The finance team will continue to monitor the budgets ¢ , and two further year’s forecast for
2024-26 have been prepared to assist with meditim-tegm business planning and report to SFC
through the annual FFR. Once pay awards%re settléd it will be sensible to tighten up these

forecasts and go beyond. The Finance COO be asked about the level of forecasting they

would like to see at this time.

6. Equalities %

An equalities assessment isthot aphlicable given the nature of this report.
7. Communities and P, é

As this is a fin Q
8. Riskand| O

The c ustere funding environment indicates a maximum risk score, as projected future flat

cash allogations will result in a lack of financial sustainability within the College sector, leaving FVC
with further restructuring and major changes needed to balance budgets.

it does not involve stakeholder groups.

Likelihood | Impact
Very High (5) X X
High (4)
Medium (3)
Low (2)
Very Low (1)

Total Risk Score — 25
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BoM Risk Categories & Risk Appetite (Select one area only)

Cautious <15 Open 15> <20 ‘ Eager >20
Governance Strategy People

Legal Financial X | Project/Programme
Property Reputational

Technology ]

Is the score above the Board Risk Appetite level? Yes, in the current economigent
risk is higher than we would like, and the matter of funding levels is recor e Strategic Risk

Register.

Risk Owner — Alison Stewart Action'\©Ownef — Senga McKerr
Paper Author — Senga McKerr OwneéfF — Alison Stewart
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FINANCE COMMITTEE

1. Purpose
To present the budget monitoring for the 10 month period to 26" May 2023.
2. Recommendation

That members note the College performance for the first 10 months of the year, and the reason
for this paper being presented for information rather than discussion.

3. Background
The purpose of this report is to provide a summary of the College financ @ ts for the first 10
months of the academic year. As we have recently completed the oregasting exercise there
are few variances to report on, which are not simply due to timing.

4. Key Considerations Q
Income and Expenditure as set out in Appendix 1 @
iod

There is an operational surplus for the 10 monther £588k compared to a forecast deficit

of £765k. Key points to note include: V

Salary Costs

Salary costs are showing a substa e as the forecast assumes a pay award of 5% is

applied from May, and backdat ber. Negotiations are continuing with the Unions to

settle these pay awards. Ex ay award the remainder of the variance is minor.

Expenditure underspen

Learning and TeachimgaMaterials and Property and FM Costs are showing large underspends to
date. The main anote are materials and property maintenance. We are continuously
liaising with t levant’departments to ensure these budgets are utilised and we have made it
clear slipp g@following academic year is not an option.

Balan et as set out in Appendix 2

The ance Sheet as at 26™ May 2023 is attached for information. There are significant
movements from 31st July 2022 as we prepare yearend financial statements on a full accruals
basis, including yearend adjustments. The presented Balance Sheet at 26" May 2023 does not

include these equivalent adjustments.

The forecast cash position for 31 July 2023 is £2.9m, of which c£1.2m is reserves of FVC.
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FINANCE COMMITTEE

Capital & Revenue Maintenance Budgets

The Capital and Revenue Maintenance budgets from SFC are on a fiscal year basis. There is
nothing to report so far for 2023-24 but details of how we plan to utilise our allocation are set out
in the Finance Committee paper, Revenue and Capital Budgets for 2023-24.

Resource Implications (Financial, People, Estates and Communications)
There are no resource implications from this report.

6. Equalities
As this is a finance report on past performance, an equalities assessment @ pplicable.

7. Communities and Partners

Given the nature of this report, it does not involve, or provide benefi takeholder groups.
8. Risk and Impact

There is currently no indication that the College will wthe Q3 forecast operating surplus
Nn?

position. However, continued monitoring of inco xpenses will take place to ensure if this
changes the financial impact is highlighted asW ssible.

Likelihood | Impact

Very High (5)
High (4)
Medium (3)
Low (2)

Very Low (1)
Total Risk Score —

BoM PRisk Categories & Risk Appetite (Select one area only)
Cautious <15 Open 15> <20 \ Eager >20

Strategy People

Financial x | Project/Programme
Reputational

Technology

Is the score above the Board Risk Appetite level? No, the score is less than the risk appetite for
this category.

Risk Owner — Alison Stewart Action Owner — Senga McKerr
Paper Author — Moira France SMT Owner — Alison Stewart
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Level of Assurance

A WNNRLRERPRE

In addition to the grading of individual recommendations in thé ac n, audit findings are assessed
and graded on an overall basis to denote the level of assu hat'€an be taken from the report.
Risk and materiality levels are considered in the assessmen rading process as well as the

general quality of the procedures in place.

Gradings are defined as follows:

Good System mee Qectives.

Satisfactory Syste ets centrol objectives with some weaknesses present.

Requires

. s weaknesses that could prevent it achieving control objectives.
improvement

em cannot meet control objectives.

Action Gr

Issue subjecting the organisation to material risk and which requires to be
brought to the attention of management and the Audit Committee.

Priority 2 Issue subjecting the organisation to significant risk and which should be
y addressed by management.

Priority 3 Matters subjecting the organisation to minor risk or which, if addressed, will
y enhance efficiency and effectiveness.




Budgetary Control

Management Summary

Overall Level of Assurance

Good System meets control objectives.

Risk Assessment

This review focused on the controls in place to mitigate the following risk on th lley College
(‘the College’) Risk Register:

e Risk 3—We are unable to maintain financial sustainability (Risk sc@

Background @Q
As part of the Internal Audit programme at the Collegew 23 we carried out a review of the

systems in place for budgetary control. Our Audit®eeds essment identified this as an area where
risk can arise and where Internal Audit can assis ng assurances to the Principal and to the
Board that the related control environment is @ g'effectively, ensuring risk is maintained at an
acceptable level.

Budgets are set annually, with the stéffi et quantified centrally based on the staff required to
deliver the agreed curriculum, an -staffing budgets being agreed between Finance staff and
budget holders and managers imgrdertg determine an overall budget position. The budget is
reviewed by the Leadership ent Team (LMT) and Finance Committee and is then approved
by the Board of Management.

The agreed budgets ar l into the College’s finance system, SUN. Budget holders and
managers are proyided onthly budget monitoring reports, which are generated from SUN using
a report writer alled}inforl0 Q&A. These reports detail actual spend and income against planned
expenditure andy , and highlight any variances.

The Final nager holds meetings with budget holders and managers during the year to discuss
progréss andiidentify reasons for budget variances identified.

Regular reports on year to date budget variances, and the year-end forecast outturn, are provided to
the LMT, Finance Committee and the Board.
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Scope, Objectives and Overall Findings

This audit looked at the College’s budgetary control practices and protocols. It specifically considered
budget monitoring procedures in place centrally and within a sample of Academic Departments and
Corporate Services, and also cash flow reporting to senior management and the Board, and SFC.

The table below notes each separate objective for this review and records the results:

The objectives of our audit were to ensure already
that: in
No. of Agreed ns progress
1. Budgets are controlled in accordance
with the Financial Regulations and Satisfactory - 1
Procedures.
2.  Budget setting is linked to corporate and
operational planning processes and
budgets are revisited when plans Good - 1
change or funding targets are not
achieved.
3. Information is available to management
in Academic Departments and
Corporate Services which is up-to-date (IW - - - v
and in a format that can be easily
understood.
4. Bu_dget holders _have the necessary Good i i 1 v
skills for managing budgets.
5. Budget variations are reporte Good i i i
acted upon.
6. There is accurate cas orting. Satisfactory - - -
7. Senior managenje tie Board
regularly revigw the Callege’s overall Good - - -
financial paSition.
- - 3

Overall of Assurance Good
System meets control objectives.

Audit Approach

The Director of Finance, Finance Manager, and a sample of budget holders in Academic Departments
and Corporate Services, together with their Operations Managers or other support managers, were
interviewed, and reports reviewed, to determine current working practices in budget monitoring, and
the information and training provided to budget holders.

The processes used to prepare cash flow reports for senior management, the Board, and the SFC
were determined through discussion with Finance staff and review of supporting working papers.
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Summary of Main Findings

Strengths

Financial Regulations are in place covering the Financial Planning and Financial Control
processes, and are up to date (last updated in September 2022);
Detailed Finance department procedures have also been drafted covering the Budget Setting
process, In-Year Monitoring and Reforecasting, and Budget Monitoring and Month End
processes;
There is an established budget setting process in place, with a timetable set out to complete
and approve the annual budget by June each year;
There are planned budget reforecasting milestones in place during the financial year to review
the budget as the actual financial position becomes clearer;
Budget reports are provided to budget holders and managers on a monthly basj llow
responsible budget holders to monitor progress. The budget holders and mapagers
interviewed as part of our audit did not have any issues with the timeliness ‘@ drmat of the
financial reports received from Finance, although it was recognised tha
information will be enhanced by the implementation of the Infor Dyna

This will provide
s and individual

Performance Management (Infor d/EPM) system from August 202
real-time access and allow the facility to drill down to detailed trafisactiqf
invoices;

The budget holders or managers can request meetings with Finance®or request further
information in relation to these budget reports, as and uired. Formal meetings with
Finance staff are set on a quarterly basis;

Some departments also utilised information availabl€ fr. r systems as part of their
budget monitoring process. For example the Arlo onlifle b@bking system for commercial

training courses and the Bleep Electronic Poingof Sal

All the budget holders and managers interviewe

POS) system for catering;
rt of our audit demonstrated that they

A key budgetary control is enacted t
prevents the raising of orders on the
line will be exceeded. Where thi
and approval by the Finance

:EI: rchase order authorisation process, which

@foccurs, this necessitates a discussion with Finance

Finance Committee cov
forecast outturn is a

ing papers for all variances considered significant. A paper on the
ed for the Finance Committee on a quarterly basis.

Opportunities for nt
The College does not have a specific Finance Strategy or Financial Plan document in place
and th ncial Forecast Return (FFR) is the main tool utilised by the College for financial
plagring: irector of Finance advised that the FFR will be moving from five to two-year
fare d therefore it will be important for the College to develop separate medium-term
finagciah plans moving forward;

herg is a certain amount of scenario planning and sensitivity analysis undertaken as part of
11 reparation of the annual budget and FFR. However, this could be further developed to
build on the existing work completed. We understand that the implementation of the Infor
d/EPM system will make this process more straightforward, as it would no longer be a manual,
time consuming, spreadsheet-based process; and
Although Finance staff do provide training and support to budget holders and managers,
including the provision of one-to-one support when requested or required, there is no formal
training programme or detailed written procedures in place for the training of budget holders
and managers, including those taking on budget holder roles for the first time.
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Budgetary Control

Main Findings and Action Plan

Objective 1 - Budgets are controlled in accordance with the Financial Regulations and Procedures.

Financial Regulations
The College’s Financial Regulations (approved September 2022) cover Financial Planning at section 4 a @ cial Control at section 5.

4.1 — Introduction

The Vice Principal Finance & Corporate Affairs is responsible for preparing a rolling three-year finan for approval by the Board of Management on the
recommendation of the Finance Committee and for preparing financial forecasts for submissi the Scottish Funding Council (SFC). Financial plans should
be consistent with the strategic plans approved by the Board of Management.

4.2 — Budget Objectives
The Board of Management will, from time to time, propose budget objectives for Forth Val ege. These will help the Vice Principal Finance & Corporate
Affairs in preparing the more detailed financial plans for Forth Valley College.

The Board shall plan and conduct its financial and academic affairs so that: V
e lIts total income is not less than sufficient, taking one financial (31 July; rwith”another, to meet its total expenditure;
e Avreasonable level of net current assets is maintained (excluding defe @ pital grant and pension obligations);

e Avreasonable level of capital expenditure is made each year s aintain the value of the College’s fixed assets; and
e It has sufficient financial resources to meet its needs in th(& ash and other liquid assets or borrowing facilities.

4.3 — Budget Preparation

The Vice Principal Finance & Corporate Affairs is responsi eparing an annual revenue budget and capital programme each year for consideration by the
Finance Committee before submission to the Board of ment. The budget should also include a projected year-end balance sheet and cash flow forecasts
if appropriate.

The Vice Principal Finance & Corporate Affairs fhust e that detailed budgets are prepared in order to support the resource allocation process and that these
are communicated to Directors and Heads ofC@kporate Service departments as soon as possible following their approval by the Board of Management.

Throughout the year the Vice Principal I orporate Affairs is responsible for submitting revised financial forecasts to the Finance Committee.
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Objective 1 - Budgets are controlled in accordance with the Financial Regulations and Procedures (continued).

5.1 — General
The control of income and expenditure within an agreed budget is the responsibility of the designated budget holder st ensure that day-to-day monitoring
is undertaken effectively. Budget holders are responsible to their line manager and ultimately their SMT member, income and expenditure appropriate to

their budget.

the budget holder concerned and, if

Significant departures from agreed budgetary targets must be reported immediately to the Director of Fina @
polder.

necessary, corrective action taken. As a minimum, quarterly budget reviews will take place with eac 0

5.2 — Financial Information

The budget holders are assisted in their duties by management information provided by the Fi department. The types and frequency of management
information available to different levels of management are described in the detailed Budget @ g Procedures to reflect the current management needs of
the College.

The Vice Principal Finance & Corporate Affairs is responsible for supplying budgetary re n all aspects of Forth Valley Colle ge’s finances to the Finance

Committee on a basis determined by the Finance Committee but subject to any speeific requirements of SFC. The Chair of the Finance Committee will update
the Board of Management, which has overall responsibility for College financ

5.3 — Changes to Approved Budget

The Finance Committee will approve any significant changes to the pregyi t budget after consideration of updated financial forecasts. Additionally, the
Finance Committee must approve moving the adjusted operating p ( from surplus to deficit.

5.4 — Virement
Where a budget holder is responsible for more than one bud &ent is only permitted with the prior approval of the Director of Finance. Virement is only
permitted between budget headings (e.g. materials, transport erty costs) within the same budget at reforecast time in discussion with Finance.

Virement between capital and revenue budgets is ng 21
will also require SFC approval.

Procedures
Detailed procedures have been drafted cov 'Qet Setting, In-Year Monitoring and Reforecasting, and Budget Monitoring and the Month End process.

permitted but in exceptional circumstances may be approved by the Finance Committee, and



Budgetary Control

Objective 1 - Budgets are controlled in accordance with the Financial Regulations and Procedures (continued).

Discussions with the Director of Finance and Finance Manager, and review of documentation, confirmed that budgets are being controlled in accordance with
the Financial Regulations and Procedures although the following points were noted:

In internal audit report 2020/07 — Financial Planning, issued September 2020, we noted that the College d not have a specific Finance Strategy or
Financial Plan document in place and the Financial Forecast Return (FFR) submitted to the SFC is t | utilised by the College for financial
planning. This continues to be the case; and

The 2022/23 revenue budget approved by the Board of Management in June 2022 was in defici 5 er revenue funding all ocated to loan
repayments although, once one-off costs funded from prior years surplus were separated out, tRe Corg College position was a small surplus of £44k. In
September 2022, as part of the paper requesting the Board to approve the FFR 2022-27, the Bo as asked to approve amendments to the 2022/23
budget, incorporating significant known changes since approval in June 2022. SFC hadgindigated that the surplus in 2021/22 could not be carried forward
into 2022/23 and a donation was to be made to the FVC Foundation. The adjusted opé % osition was a deficit of £1.066m, which effectively arose
from a higher pay award and lower levels of student recruitment. This shortfall wagfto befesflved from in-year savings or additional income, and by Q2

forecast the position was improved by £918k.
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Objective 1 - Budgets are controlled in accordance with the Financial Regulations and Procedures (Continued).

Observation Risk Recommendation Management Response

The Audit Scotland report Scotland’s Colleges 2022 noted The College is not

that ‘in the context of growing financial challenges and financially sustainable in
uncertainties, medium-term financial planning based on as the medium to longer term.
much information as possible is more important than ever. In

May 2022, the Scottish Government announced its multi-year

spending plans up to 2026/27. This shows a flat cash

settlement for the SFC over the next four years, equating to

an eight per cent reduction in real terms.” Audit Scotland

recognised that ‘to support colleges in planning for and

implementing proposed changes over the longer term, the V We will discuss with the Finance

The ability to develop sensible
medium term plans depends on
receiving 3-year funding
allocations. SFC has
acknowledged that Budget plus
one further year is sufficient, and
this is expected to be the FFR
requirement in June.

to long term financial
ability.

Scottish Government and the SFC need to clarify Committee members the level of
expectations and priorities for the sector for the medium and forward planning they would like

long term, and the funding available to deliver them.’ OV to see and we will look to develop

these plans when we have
(continued)As noted above, the College does not currently additional clarity around key
have a specific Finance Strategy or Financial Plan document assumptions.
in place, and the FFR is the main tool utilised by the College
for financial planning. The FFR is based on assumptions
provided to the college sector, which the SFC had instructed

must achieve a balanced adjusted operating position, an
these assumptions do not align with the College’s ownl No later than: 30 November

To be actioned by: Director of
Finance

assumptions (although for 2022-27 the College also 2023
prepared forecasts based on the Finance Director.
assumptions, with no staff reductions made).

The Director of Finance advised that the FFR Wi
from five to two-year forecasts, and the i
important for the College to develop se edium-term

financial plans moving forward. Grade 3
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Objective 2 - Budget setting is linked to corporate and operational planning processes and budgets are revisited when plans change or funding targets
are not achieved.

Strategic and Operational Plans
The College’s Strategic Plan covers the period 2022 to 2025 and sets out at a high-level the College’s four stra @
Future. This includes continuing to deliver financial sustainability in a challenging environment and making inve

objectives, including Driving a Sustainable
ent to enhance the student experience.
Each department is responsible for preparing its own operational plan, which is linked to the objectives in ghie Callege’s Strategic Plan. It was established that
there is no operational plan timetable demonstrating linkage with the budget setting cycle. The Vice Prind & ance & Corporate Affairs indicated that
budgets are prepared first and feed into the operational plans due to the severe budget constraints t ollfegeshas to work with. As noted below, budget
setting is directly linked to the curriculum plans and budget holders we spoke to as part of this audit @id cofifirm that their departments’ operational plans were
considered during the budget setting process.

Budget Setting

Finance staff calculate the academic salary budgets using the information from the Currj
hours for the courses planned for the next academic session (taking into account Cre . Finance staff review CPS with the Directors of Curriculum.
Once the teaching hours are agreed, a full time equivalent (FTE) for lecturers is c% is FTE is compared with the current establishment report from

ning System (CPS). This id entifies the required teaching

HR and will identify if a teaching department requires any Lecturer vacancies or if ateaching department is under deployed. Finance staff review with the
Directors of Curriculum their current establishment of Operations Manager, Cw anager and Support posts and note any changes required.

Staffing budgets for Corporate Services staff are calculated by Finance fa
Director / Head receives a note of their current staffing establishment rep@

cOnsultation with the respective Directors and Heads of Service. Each
M HR and discusses with Finance any changes to be made for the following

Once all of the FTE figures have been agreed, Finance calcul alary budget, including any salary increases and on-costs. This is prepared on an
individual employee basis to provide the staffing budget at thg moSggranular level and is spreadsheet based using Excel. For other costs such as Evening
Hours, Additional Hours, Overtime, etc. these are set with j rom the Directors of Curriculum and Operations Managers. O nce Finance has completed the
Staffing Budget, a copy is sent to the Director of Curricul ctor / Head of department for review and sign off.

older is asked to complete a budget submission template which covers all income and non -staff
operating expenditure for which the departmen esp ble. The budget needs to be phased monthly which can be done using prior year information and
looking at trends. If there is no other informati@n to show what the pattern of expenditure is likely to be then this is divided equally across the 12 months.
Budget review meetings are held by Financ udget holders to discuss and review their submitted budget templates in detail.

As part of the annual budget setting process, each t@
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Objective 2 - Budget setting is linked to corporate and operational planning processes and budgets are revisited when plans change or funding targets
are not achieved (continued).

The Finance department prepares the overall College budget using the following:
SFC funding allocations;
Tuition fee schedules for SAAS, evening provision and HEI,;

Flexible Workforce Development Fund spreadsheets;

Departmental salary budget calculations;

Departmental operating budget submission templates;

Depreciation, revaluation reserve and capital grant release calculations;
Schedules of Foundation Apprenticeship income; and

Calculations of other income sources by the Finance department.

The staffing budget will at this stage be consolidated with the operational submission fgf'e artment. Finance staff review and consolidate the numerous
returns. If necessary, follow up meetings with specific budget holders are arranged sho@l@ any?additional information or clarification be required.

The next stage is for Finance staff to prepare a detailed Income & Expenditure repo draft budget and provide this to the Director of Finance for review,
pending a meeting with the Vice Principal Finance & Corporate Affairs to discuSg the draft budget position. Following this review, an initial draft budget report
is presented to the Leadership Management Team (LMT) for discussion (g 0 ssumptions used, where relevant based on those agreed by sector
Finance Directors) and approval of any amendments, which may be need @c alance the budget position. A second draft is then taken to LMT and once

approved the budgets are set and finalised on the finance system.

2022/23 budget, the report presented in June 2022 noted thal ecently provided the financial assumptions for the budget period, but these did not

The detailed report is thereafter presented to the Finance Cor:&ee, nd subsequently the Board, for approval, normally at their June meetings. For the
ha
align with the College’s own assumptions, as it had been moreg,realistic than just assuming public sector pay increases for 2022/23. As noted under Objective

1, the Core College position originally approved in June a small surplus of £44k however this was adjusted in September 2022 to show an operating
deficit of £1.066m. This forecast was based on the jons agreed by the College sector Finance Directors Network and revised recruitment forecasts for
2022/23.

The budget setting reports to the LMT, Finance fCommj and the Board highlight specific risks and the potential financial implications are noted where known, for

example relating to pay awards and student gecfuitmeft.

The FFR 2022-27 submitted to the SF, ber 2022 was based on the assumptions provided to the college sector, which the SFC had instructed must
achieve a balanced adjusted operating P@sition. The commentary to the FFR also showed the 2022-27 forecasts based on the Finance Directors Network
assumptions, with no staff reductiong made, to highlight the scale of the funding gap which was up to £6.6m per annum by 2026/27. The commentary noted
that the LMT would continue to seek of increasing income streams and reducing costs and would also scenario plan for longer term solutions.
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Objective 2 - Budget setting is linked to corporate and operational planning processes and budgets are revisited when plans change or funding targets
are not achieved (Continued).

The FFR commentary included some sensitivity analysis highlighting that pay awards cost the College £300k for ev warded based on the current on-costs
for pension and NIC. Any increase in the pension rates above the current levels adds another £200k.

The LMT also discuss and approve the proposed spend of the College's SFC Capital Maintenance aIIocatio® ach year. This is split between capital and
revenue spend.

Reforecasting

The College carries out in-year reforecasting exercises to take account of any significant movementthe original budget approved by the Finance
Committee. The major reforecast in the year is completed at the end of December, producing’@ forecast budget based on five months actual figures and
seven months forecast. In addition, high-level forecasts are prepared at Q1 (to end Octobe @ Q3 (to end April) to highlight and roll forward more
significant variances to date, and any other known adjustments. The In Year Reforecasiing ass follows a similar format to budget setting.

v/
N/
3

S
O

5
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Objective 2 - Budget setting is linked to corporate and operational planning processes and budgets are revisited when plans change or funding targets
are not achieved (Continued).

Observation Risk Recommendation Management Response

As noted above, there is a certain amount of scenario The College is not R2 As part A table of scenarios will be included
planning and sensitivity analysis undertaken as part of  financially sustainable in preparation ofgthe 2 4 within the 2023/24 budget paper,
the preparation of the annual budget and FFR. the medium to longer term.  budget we wouild adyocate the focussing on the material areas of staff
However, there is scope for this to be further costs, property costs and all sources of
developed to build on the work already completed. Scottish Government funding.

We understand that the implementation of the Infor

Dynamic Enterprise Performance Management (Infor

d/EPM) system from August 2023 will make this more Bo n the budget setting

straightforward, as it would no longer be a manual, Ver. This would also apply
r

time consuming, spreadsheet-based process. ing the reforecasting.

O To be actioned by: Director of Finance
& No later than: 30 June 2023

O Grade 3
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Objective 3 - Information is available to management in Academic Departments and Support Services which is up-to-date and in a format that can be
easily understood.

Monthly budget monitoring reports are prepared and uploaded to each departments Microsoft Teams budget monj age. The budget holders, the
Directors of Curriculum and Heads of Corporate Service departments, are supported in reviewing their budget perations Managers or other support
managers. The budget holders or managers can request meetings with Finance or information following up on e reports as and when required. Formal
meetings with Finance staff are set on a quarterly basis, October, January and April (coinciding with Q2 & st meetings) and June.

Once all the month end adjustments have been processed in the SUN finance system, reports for th d ders are prepared through a report writer
called Infor10 Q&A, and uploaded to the Teams pages within seven days of the month end.

Budget monitoring reports show:

e Yearto Date (YTD) Actual, YTD Budget, Variance;
° Annual budget, Budget remaining;

. Commitments; and

. Previous Year YTD.

nM with the timeliness and format of the budget monitoring reports
hgfenhanced by the implementation of the Infor d/EPM system from August
consolidation and scenarios. Departments will have access to real time

d transaction lists and individual invoices. Currently, this more detailed

The budget holders and managers interviewed as part of our audit did not have
received from Finance, although it was recognised that the current informagi
2023. Infor d/EPM delivers integrated planning, budgeting, forecasting, fi
information on actual spend versus budget and will be able to drill do
information would need to be requested from Finance.

Some departments also utilised information available from ot stems as part of their budget monitoring process. The Comm ercial training team and
Apprenticeship team run reports from the Arlo online bookin stefg in relation to commercial training courses, and also an in-house developed Sharepoint
system for the Flexible Workforce Development Fund an ills Development Scotland (SDS) Funding Information and Processing System (FIPS) for
Modern Apprenticeships. The Hospitality Departmen ports from the Bleep Electronic Point of Sale (EPOS) system. In addition to real time monitoring,
this allowed a comparison to be carried out with the @ nitoring reports received from Finance to highlight any queries to be followed up with Finance.

agerswatvised that they only review the budget monitoring reports quarterly, in advance of the meetings with
2r maifitained through the purchase order authorisation process, and the budget holder retains overall

In one department reviewed, the Operations
Finance. Control over the budgets was howe
responsibility for review of the monitoring re
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Objective 4 - Budget holders have the necessary skills for managing budgets.

Discussion with the Finance Manager noted that there is no formal training programme or detailed written procedures fa
Managers or other support managers, however training and support is provided by Finance to new members of staf
available through the regular meetings with Finance and in response to any additional request for training and
of Estates who meets regularly with the Finance Manager to discuss the department’s budget and who received

budget holders and Operations

ose roles. Continuing support is also
rt. Afecent example being the new Head
ning on the P 2P / FIDO system etc.

All the budget holders and managers interviewed as part of our audit appeared to have the necessary ski @ anaging budgets and had received some form
of training however one Operations Manager did comment that the training they had received was v formal"and that much of their knowledge was pic ked
up from support received from colleagues in the department.

It was highlighted by Finance and budget holders that the new Human Resources and Payro
for identifying training needs for each employee / post. The Finance Manager also highli
procedures to support the roll out of Infor d/EPM and the procedures are currently bein

SV
%

m currently being implemented would change the process
it is intended to provide formal training and written
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Objective 4 - Budget holders have the necessary skills for managing budgets. (Continued)

Observation Risk Recommendation Management Response

Once the dEPM system is operational,
all existing, and thereafter new budget

Although Finance staff do provide training and support  Budget holders and R3 The Colleg
to budget holders and managers, including the managers are not fully develop a forma

provision of one-to-one support when requested or aware of their roles and holders and managers, will be given
required, there is no formal training programme or responsibilities in managing structured training by the Finance team.
detailed written procedures in place for budget holders  their allocated budgets
and managers, including those taking on these roles resulting in budgetary
for the first time. control not being as
effective as it could be.
lledpwritten procedures To be actioned by: Finance Manager
sh also be developed.
V No later than: 30 September 2023

& 3 Grade 3
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Objective 5 - Budget variations are reported and acted upon

As noted under Objectives 1 and 3, above, monitoring reports are provided to budget holders and managers that show vafiances. From discussions with a range
of budget holders and managers we were advised that they identify items for follow-up, or Finance may identify these ise with budget holders and managers
(particularly if these are large amounts). In either case staff advised that they would seek to understand the reasg @ variahces and consider whether specific
corrective action is required to be undertaken.

There is a timetable in place for meetings between Finance and budget holders and managers throughout t which provides a further mechanism to
discuss variances and consider any corrective action required.

A key budgetary control is enacted through the purchase order authorisation process, which preventst iSing of orders on the P2P/FIDO system if the
remaining funds in the budget line will be exceeded. Where this scenario occurs, this necessit discussion with Finance and approval by the Finance
Manager prior to committing to the spend.

&
>
Q.

S
O
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Budgetary Control

Objective 6 - There is accurate cash flow reporting

Consideration of cash balances and cash flows are important to ensure that the College has sufficient funds to fulfil all its financial obligations as they fall due.
Each month a monthly Cash Flow Forecast Return is required to be completed and submitted to the SFC by mid-month."HRis sets out the forecast expenditure for
that month, as well as analysing actual expenditure and closing cash balances for the previous months. These 8 @ y the Finance Manager who makes
various adjustments to the forecast income and expenditure for non-cash items.

The Cash Flow Forecast Return to the SFC is prepared on an August to July, with a split at March basis. that the return to March 2022 forecast a
closing cash balance of £3,642,653 for July 2022. The actual closing balance at the end of July 2022 ctaugited financial statements was £5,497,031.
Management noted that the reason for the variance was that the College made a greater surplus than @xpectéd, resulting in a £1.5m donation to the FVC
Foundation being made in relation to 2021/22. The most significant variances were in FWDF deferred , Severance pay and student support funding. The
donation was not cash settled until September 2022 therefore the July 2022 cash balance was than forecast back in March 2022.

Looking at a sample of returns from 2022/23 the variances were as follows:

Forecast Actual Difference  Percentage
March 2023 £3,053,275 £3,873,257 £819,982 27%
February 2023 £3,748,275 £3,731,253 £(17,022) (0.5)%
November 2022 £2,663,971 £2,966,207 £302,236 11%
September 2022 | £2,714,852 £2,912,895 £198,043 7%

Although the variance was significant for March 2023 in particular, ation was provided by management and this related to timing differences for lifecycle
maintenance capital spend and student support fund expendit

ure
Overall, we found that there is a reasonable process for cash flgw repgrting however the accuracy of individual monthly balances is impacted by a range of

variables including unforeseen timing differences. Mana cognised that as the College’s current healthy cash balances reduce there will be a need to
review the process and increase the level of sophistic

O
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Budgetary Control

Objective 7 - Senior management and the Board regularly review the College’s overall financial position.

Management Accounts are prepared for the LMT and Finance Committee on a quarterly basis. Explanations are includediwithin the Management Accounts LMT
and Finance Committee covering papers for all variances considered significant. The reports are initially produced inance Manager with support from the
Finance team and thereafter reviewed by the Director of Finance

The Management Accounts pack includes an Income & Expenditure account (YTD Actual, YTD Forecast, YTD V ce and Full Year Forecast), Balance Sheet
and a report showing spend from the Capital & Revenue maintenance grant.

A paper on the forecast outturn is also prepared for the Finance Committee. The latest was a Q2 Fore for 2022/23, which was circulated to the
Finance Committee meeting of 28 March 2023. The paper provided:

e asummary of the College’s Income & Expenditure account comparing the Q2 forecast fo 23 with the final agreed budget for 2022/23;
. an explanation for the main variances from budget to Q2 forecast; and

e a capital budget update. @



Henderson
Loggie

9
@OV&
R

Aberdeen 45 Queen'’s Road AB15 4ZN T: 01224 322100 F: 01224 327 91
Dundee The Vision Building, 20 Greenmarket DD1 4QB T: 01382 200 055 F: 01382 221240
Edinburgh Ground Floor, 11-15 Thistle Street EH2 1DF T: 0131 226 0200 F: 0131220 3269
Glasgow 100 West George Street, G2 1PP T: 0141 471 9870

Henderson Loggie LLP is a limited liability partnership registered in Scotland with registered number SO301630 and is a member of PrimeGlobal,

a global association of independent accounting firms, the members of which are separate and independent legal entities. Registered office is: The
Vision Building, 20 Greenmarket, Dundee, DD1 4QB. All correspondence signed by an individual is signed for and on behalf of Henderson Loggie LLP.
Reference to a ‘partner’ is to a member of Henderson Loggie LLP. A list of members’ names is available for inspection at each of these addresses.




	00 Draft Finance Committee Agenda  13 June 23
	02 Draft Finance minute 15 November 2022
	04a FC Tuition Fee Fee Waiver 2324
	04b Tuition Fee Waiver Policy 2023-24
	05 Accounting Policies for July 23 ~ FC
	06a FC Paper - Procurement Update
	06b Appendix 1 - Procurement Action Plan March 2023
	06c Appendix 2 - Supplier Contracts and Benefits March 2023
	06d Appendix 3 - Procurement Strategy 2022-2025
	06e Appendix 4 - Non-compliant Spend March 2023
	07aa Finance Committee- Insurance Tender
	07ab Award Recommendation Report Insurance
	07ba FC paper - Apprentice Accommodation Tender
	07bb Appendix 1 - Award Recommendation Report
	08 Q3 forecast paper Finance Committee
	09 Budget Report 23.24 Finance Committee
	10 FFR 2022-2026 Finance Committee
	10b Financial Forecast Report Commentary 22.23 return
	For Info 1 May 23 Mgt acs paper FC
	For Info 2 Final FVC Budgetary Control report issued_



