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1. General Provisions

Perth College is a further education incorporation created under the provisions of the
Further and Higher Education (Scotland) Act 1992. lts structure of governance is laid
down in the instrument and articles of government, which may only be amended by
application to the First Minister. Perth College is accountable through its Board of
Management, which has ultimate responsibility for the effectiveness of its management
and administration.

Perth College is an exempt charity by virtue of the Charities Act 1993.

The Financial Memorandum between the Scottish Funding Council and Perth College
sets out the terms and conditions on which grant is made. This memorandum was
issued by the Scottish Funding Council effective from 1 January 2006. The Board of
Management is responsible for ensuring that conditions of grant are met. As part of
this process, Perth College must adhere to the Scottish Funding Council’s mandatory
requirements, which requires it to have sound systems of financial and management
control. The financial regulations of Perth College form part of this overall system of
accountability. The financial regulations should be read in conjunction with
publications and guidelines from the following sources:

Statement of Recommended Practice (SORP)

Audit Scotland

Accounting Standards

Scottish Parliament Audit Committee

HE College Administration Schemes

Scottish Funding Council (SFC)

Perth College Financial Procedures

Perth College Board of Management Governance Manual
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2.5

2.6

2.7

Status of Financial Regulations

This document sets out Perth College’s financial regulations. It translates into
practical guidance Perth College’s broad policies relating to financial control.
This document was approved by the Board of Management. It applies to Perth
College and all its subsidiary undertakings.

These financial regulations are subordinate to Perth College’s instruments and
articles of government and to any restrictions contained within Perth College’s
Financial Memorandum with SFC.

The purpose of these financial regulations is to provide control over the totality
of Perth College’s resources and provide management with assurances that the
resources are being properly applied for the achievement of Perth College’s
strategic plan and business objectives:

Financial viability and sustainability.

Achieving value for money.

Fulfilling its responsibility for the provision of effective financial controls
over the use of public funds.

Ensuring that Perth College complies with all relevant legislation.
Safeguarding the assets of Perth College.

O¢ O¢ O«

O¢ O«

Compliance with the financial regulations is compulsory for all staff connected
with Perth College. A member of staff who fails to comply with the financial
regulations may be subject to disciplinary action under Perth College’s
disciplinary policy. The Board of Management will be notified of any such
breach through the audit committee. It is the responsibility of Managers to
ensure that their staff are made aware of the existence and content of Perth
College’s financial regulations.

The Finance Committee is responsible for maintaining a continuous review of
the financial regulations, through the Director of Finance, and for advising the
Board of Management of any additions or changes necessary.

In exceptional circumstances, the Principal and Chief Executive may authorise
a departure from the detailed provisions herein, such departure to be reported
to the Board of Management at the earliest opportunity.

Perth College’s detailed financial procedures set out how these regulations will
be implemented and are contained in a separate manual.
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Senior Managers with Day to Day Financial Responsibility
The Director of Finance

The Director of Finance is responsible to the Principal for the financial
administration of:

Preparing annual capital and revenue budgets and financial plans.

Preparing accounts, management information, monitoring and control of
expenditure against budgets and all financial operations.

Preparing Perth College’s annual accounts and other financial statements
and accounts which Perth College is required to submit to other
authorities.

Ensuring that Perth College maintains satisfactory financial systems.
Providing professional advice on all matters relating to financial policies
and procedures.

Day-to-day liaison with internal and external auditors in order to achieve
efficient processes.

O¢ O« O« O¢ O«

O«

Members of the Senior and College Management Teams

Members of the Senior and College Management Teams (hereinafter referred
to as Managers) are responsible to the Principal for financial management of
the areas or activities they control. They are advised by the Assistant Principal
and the Director of Finance in executing their financial duties. The Director of
Finance will supervise and approve the financial systems operating within their
departments, including the form in which accounts and financial records are
kept. Managers are responsible for establishing and maintaining clear lines of
responsibility within their department for all financial matters. Where resources
are devolved to budget holders, they are accountable to their Manager for their
own budget.

Managers shall provide the Assistant Principal and Director of Finance with
such information as may be required to enable:

Compilation of Perth College’s financial statements.

Implementation of financial planning.

Implementation of audit and financial reviews, projects and value for
money studies.

O¢ O¢ O«

All Members of Staff
All members of staff should be aware and have a general responsibility for the

security of Perth College’s property, for avoiding loss and for due economy in
the use of resources.
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4.1

4.2

4.3

4.4

They should ensure that they are aware of Perth College’s financial authority
limits and the values of purchases for which quotations and tenders are
required.

They shall make available any relevant records or information to the Director of
Finance or his or her authorised representative in connection with the
implementation of Perth College’s financial policies, these financial regulations,
the system of financial control and the requirements of the Board of
Management.

They shall immediately notify the Director of Finance whenever any matter
arises which involves, or is thought to involve, irregularities concerning, inter
alia, cash or property of Perth College. The Director of Finance shall take such
steps as he or she considers necessary by way of investigation and report.

Financial Planning

The Director of Finance is responsible for preparing annually a rolling three-
year financial plan for approval by the Board of Management on the
recommendation of the Finance Committee and for preparing financial
forecasts for submission to SFC. Financial plans should be consistent with the
strategic plans and estates strategy approved by the Board of Management.

Budget Objectives

The Board of Management will, from time to time, propose budget objectives
for Perth College. These will help the Director of Finance in preparing his or her
more detailed financial plans for Perth College.

Resource Allocation

Resources are allocated annually by the Board of Management on the
recommendation of the Finance Committee, and on the basis of the above
objectives. Managers are responsible for the economic, effective and efficient
use of resources allocated to them.

Budget Preparation

The Director of Finance is responsible for preparing each year an annual
revenue budget and capital programme for consideration by the Finance
Committee before submission to the Board of Management. The budget
should also include a projected year-end balance sheet and monthly cash flow
forecasts if appropriate. The Director of Finance must ensure that detailed
budgets are prepared in order to support the resource allocation process and
that these are communicated to Managers as soon as possible following their
approval by the Board of Management.
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4.6

4.7

During the year, the Director of Finance is responsible for submitting any
significant/material budget revisions to the Finance Committee for
consideration before submission to the Board of Management for approval.

Capital Expenditure Programmes

The capital expenditure programme includes all expenditure on land,
buildings, equipment, furniture and associated costs which are to be
capitalised for inclusion in Perth College’s financial statements.

The Director of Resources has responsibility for implementing Protocols for the
Inclusion of Capital Projects in the capital expenditure programme for approval
of the Principal prior to the start of each financial year and by the Board of
Management. These set out the information that is required for each proposed
capital project.

The approval of variations, including the notification of large variations to SFC,
as laid down in SFC guidelines is the responsibility of the Director of Finance.

The Director of Finance is responsible for providing regular statements
concerning all capital expenditure to Finance Committee for monitoring
purposes.

Following completion of a capital project, a post-project evaluation or final
report should be submitted to the Finance Committee and Estates Committee
including actual expenditure against budget and reconciling funding
arrangements where a variance has occurred as well as other issues affecting
completion of the project. Post-project evaluations may also need to be sent to
the relevant funding body, as laid down in funding body guidelines.

Overseas Activity

In planning and undertaking overseas activity, Perth College must have due
regard to the relevant guidelines issued by SFC.

Other Major Developments

Any new aspect of business, or proposed establishment of a company or joint
venture, which will require investment in buildings, resources or staff time of
more than £50,000 should be presented for approval to the Finance
Committee.

The Director of Finance has responsibility for the Protocols for these Major

Developments to enable such proposals to be considered for approval. These
set out the information that is required for each proposed development.
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Financial Control

The control of income and expenditure within an agreed budget is the
responsibility of the designated budget holder, who must ensure that day-to-
day monitoring is undertaken effectively. Budget holders are responsible to
their Manager for the income and expenditure appropriate to their budget.
Significant departures from agreed budgetary targets must be reported
immediately to the Director of Finance by the Manager concerned and, if
necessary, corrective action taken.

Financial Information

The budget holders are assisted in their duties by management information
provided by the Director of Finance.

The Director of Finance is responsible for supplying budgetary reports on all
aspects of Perth College’s finances to the Finance Committee on a basis
determined by the Finance Committee but subject to any specific
requirements of SFC. These reports are presented to the Board of Management,
which has overall responsibility for Perth College’s finances.

Changes to the Approved Budget

The Finance Committee will approve any significant/material changes to the
previously set budget after consideration of updated financial forecasts.

Virement

Where a budget holder is responsible for more than one budget, virement is
only permitted with the authorisation of the Director of Finance.

Virement between budgets held by different budget holders is only permitted
with the written approval of the transferring budget holder and the Director of
Finance.

Treatment of Year-end Balances
At the year end, budget holders will not normally have the authority to carry
forward a balance on their budget to the following year unless the Director of

Finance has approved a specific scheme for carrying forward all or part of
unspent amounts.
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6.2

6.3

6.4

6.5

Accounting Arrangements
Financial Year

Perth College’s financial year will run from 1 August until 31 July the following
year.

Basis of Accounting

The consolidated financial statements are prepared on the historical cost basis
of accounting and in accordance with applicable accounting standards.

Format of the Financial Statements

The financial statements are prepared in accordance with the Statement of
Recommended Practice Accounting for Further and Higher Education, subject
to any specific requirements of SFC, and in accordance with the provisions of
the Companies Act 1985, if that is appropriate.

Capitalisation and Depreciation

New land and buildings will be recorded in the balance sheet at actual build or
acquisition cost, except where they are received as gifts, where they will be
recorded at depreciated replacement value. Buildings will be depreciated in
equal instalments over their estimated remaining useful life. Freehold land will
not be depreciated.

Expenditure incurred on repair, refurbishment or extension of existing
buildings will not be capitalised unless it can be demonstrated that the
resultant value of the building, on the basis of depreciated replacement value,
is greater than the current book value.

Expenditure incurred on the acquisition of assets other than land and buildings
may be recorded in the balance sheet where the acquisition cost per item is
£1000 or more. Capitalised assets other than land and buildings will be
depreciated on a straight line basis over the useful economic life of the asset.

Accounting Records

The Director of Finance is responsible for the retention of financial documents.
These should be kept in a form that is acceptable to the relevant authorities.

Perth College is required by law to retain prime documents for six years. These
include:

. Official purchase orders.
. Purchase invoices.
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6.6

6.7

7.1

. Sales Invoices.

. Bank statements.
. Copies of receipts.
. Payroll records, including part-time lecturers’ contracts.

The Director of Finance will make appropriate arrangements for the retention
of electronic records.

Members of staff should ensure that retention arrangements comply with any
specific requirements of funding organisations such as local enterprise
companies.

Additionally, for auditing and other purposes, other financial documents
should be retained for three years or as determined by the funder.

Public Access

The Board of Management is required to supply any person with a copy of
Perth College’s most recent financial statements. The Board of Management
may levy a reasonable fee and this will be charged at the discretion of the
Director of Finance. Copies of latest financial statements are provided to
statutory agencies as required and are available on the College website.

Taxation

The Director of Finance is responsible for advising Managers on all taxation
issues as they apply to Perth College and will provide guidance on compliance
with statutory requirements including those concerning VAT, PAYE, national
insurance, corporation tax and import duty.

The Director of Finance is responsible for maintaining Perth College’s tax
records, making all tax payments, receiving tax credits and submitting tax
returns by their due date as appropriate.

Audit Requirements

General

External auditors and internal auditors shall have authority to:

. Access institution premises at reasonable times.

. Access all assets, records, documents and correspondence relating
to any financial and other transactions of Perth College.

. Require and receive such explanations as are necessary
concerning any matter under examination.

. Require any employee of Perth College to account for cash, stores

or any other institution property under his or her control.
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7.2

7.3

74

. Access records belonging to third parties, such as contractors,
when required.

The Director of Finance is responsible for drawing up a timetable for final
accounts purposes and will advise staff and the external auditors accordingly.

Following consideration by the Finance Committee, the financial statements
should be reviewed by the audit committee. On the recommendation of the
finance and audit committees they will be submitted to the Board of
Management for approval.

External Audit

Under the terms of the Public Finance and Accountability (Scotland) Act 2000,
the Auditor General is responsible for the appointment of the external auditors
for Perth College.

The primary role of external audit is to report on Perth College’s financial
statements and to carry out such examination of the statements and
underlying records and control systems as are necessary to reach their opinion
on the statements and to report on the appropriate use of funds. The external
auditors address their report and opinion jointly to the Auditor General and the
members of the Board of Management. Their duties will be in accordance with
advice set out in SFC’s Code of Audit Practice, Audit Scotland’s Code of Audit
Practice and the Auditing Practices Board's statements of auditing standards.

Internal Audit

The internal auditor is appointed by the Board of Management on the
recommendation of the audit committee.

Perth College’s Financial Memorandum with SFC requires that it has an
effective internal audit function .The main responsibility of internal audit is to
provide the Board of Management, the Principal and senior management with
assurances on the adequacy of the internal control system.

The internal audit service remains independent in its planning and operation
but has direct access to the Board of Management, Principal and Chair of the
audit committee. The internal auditor will also comply with the Auditing
Practices Board's auditing guideline Guidance for Internal Auditors.

Other Auditors
Perth College may, from time to time, be subject to audit or investigation by
external bodies such as SFC, National Audit Office, European Court of Auditors,

HM Revenue and Customs. They have the same rights of access as external and
internal auditors.
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7.5

7.6

8.1

Fraud and Corruption including Bribery

It is the duty of all members of staff, management and the Board of
Management to notify the Principal or any member of the Senior Management
Team immediately whenever any matter arises which involves, or is thought to
involve, irregularity, including fraud, corruption, bribery or any other
impropriety.

The notified individual shall immediately invoke the fraud response plan, which
is detailed within the College Fraud Prevention Policy and Response Plan.

If the suspected fraud, corruption or bribery is thought to involve the Assistant
Principal and/or the Principal, the member of staff shall notify the Clerk to the
Board of their concerns regarding irregularities.

Value for Money

It is a requirement of the Financial Memorandum that the Board of
Management of Perth College is responsible for delivering value for money
from public funds. It should keep under review its arrangements for managing
all the resources under its control, taking into account guidance on good
practice issued from time to time by SFC, Audit Scotland, the National Audit
Office, the Scottish Parliament Audit Committee or other relevant bodies.

Internal audit is to have regard to value for money in its programme of work.
This will be used to enable the audit committee to refer to value for money in
its annual report.

These requirements are addressed within the Procurement Policy.
Treasury Management
Treasury Management Policy

The Finance Committee is responsible for approving the Treasury Management
Policy for cash management, long-term investments and borrowings. This will
require compliance with SFC rules regarding approval for any secured or
unsecured loans that go beyond the general consent levels set out in the
Financial Memorandum. The Finance Committee has a responsibility to ensure
implementation, monitoring and review of this policy.

All executive decisions concerning borrowing, investment or financing (within
policy parameters) shall be delegated to the Director of Finance and an
appropriate reporting system set up. All borrowing shall be undertaken in the
name of Perth College or one of its subsidiary companies and shall conform to
any relevant SFC requirements.
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8.2

8.3

9.1

The Director of Finance will report to the Finance Committee in each financial
year on the activities of the treasury management operation and on the
exercise of treasury management powers delegated to him or her.

Appointment of Bankers and Other Professional Advisers

The Board of Management is responsible for the appointment of Perth
College’s bankers and other professional financial advisers (such as investment
managers) on the recommendation of the Finance Committee. The
appointment shall be for a specified period after which consideration shall be
given by the Finance Committee to competitively tendering the service.

Banking Arrangements

The Director of Finance is responsible, on behalf of the Finance Committee, for
liaising with Perth College’s bankers in relation to Perth College’s bank
accounts and the issue of cheques. All cheques shall be ordered on the
authority of a designated signatory. Proper arrangements for their safe custody
shall be made by the Director of Finance.

Only the Principal and Chief Executive or the Director of Finance may open or
close a bank account for dealing with Perth College’s funds. All bank accounts
shall be in the name of Perth College or one of its subsidiary companies.

All cheques drawn on behalf of Perth College must be signed by two
authorised persons.

All automated transfers on behalf of Perth College, such as BACS or CHAPS,
must be authorised in the appropriate manner and on the basis approved by
the Director of Finance. Details of authorised persons and limits shall be
provided for in Perth College’s detailed financial procedures.

The Director of Finance is responsible for ensuring that all bank accounts are
subject to regular reconciliation and that large or unusual items are
investigated as appropriate.

Income

General

The Director of Finance is responsible for ensuring that appropriate procedures
are in operation to enable Perth College to receive all income to which it is

entitled.

Levels of charges for services are reviewed at least annually and significant
changes are approved by the Finance Committee.
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The Director of Finance is responsible for ensuring:

. The prompt collection, security and banking of all income received.

. That all grants notified by SFC and other bodies are received and
appropriately recorded in Perth College’s accounts.

. That all claims for funds, including research grants and contracts, are

made by the due date.

9.2 Maximisation of Income
It is the responsibility of all staff to ensure that revenue to Perth College is
maximised by the efficient application of agreed procedures for the
identification, collection and banking of income. In particular, this requires the
prompt notification to the Director of Finance of sums due so that collection
can be initiated.

9.3 Receipt of Cash, Cheques and Other Negotiable Instruments
All monies received within departments from whatever source must be

recorded by the department on a daily basis together with the form in which
they were received, for example cash, cheques and other negotiable

94

Director of Finance
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