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FINANCIAL REGULATIONS 

INTRODUCTION 

Definitions

The abbreviated form “the Company” is used throughout these Regulations in place of the full name of the Improvement Service Company.

The expression “Directors” is used throughout these Regulations and is taken to mean the Directors of the Improvement Service Company.

Purpose and Scope of Financial Regulations

In order to conduct its business efficiently, the Company must have sound financial management policies that are strictly adhered to. The Company has a duty to make arrangements which secure best value, and also to ensure that it meets the terms of its funding. 

Company law requires the Directors of the Company to keep proper accounting records, safeguard the assets of the Company, and take reasonable steps for the prevention and detection of fraud or other irregularities.

For these reasons it is essential for the Company to establish Financial Regulations and supporting procedures. 

The Directors have delegated their overall responsibility for the administration of the Company’s financial affairs to the Chief Executive and these responsibilities are set out in the Company’s Financial Regulations and are consistent with the Chief Executive’s powers as set out in Schedule Part 5 of the IS Members Agreement.. 

The Company’s Scheme of Delegation (SoD) shall document the delegated responsibilities of the Company’s senior officers for aspects of the Financial Regulations, in support of the Chief Executive.

The Financial Regulations shall operate in parallel with the Company’s Scheme of Delegation, and the Scottish Public Finance Manual, where this is applicable to the Company. 

STATUS OF FINANCIAL REGULATIONS 

The Financial Regulations provide the framework for managing the Company’s financial affairs. They apply to every employee of the Company, and anyone acting on its behalf. Additionally, all employees have a general responsibility for ensuring 

that the use of the Company’s resources is legal, properly authorised, and secures best value. 

The Chief Executive is responsible for maintaining a continuous review of the Financial Regulations and making any appropriate changes. (SoD reference C1)

The Chief Executive is responsible for issuing procedures, guidance and advice to underpin the Financial Regulations, for investigating any breach of the Regulations, and reporting any material breaches to the Board of Directors. (SoD reference C2)

The Chief Executive is responsible for ensuring that all employees of the Company are aware of, and comply, with the Financial Regulations. Company employees have a duty to report apparent breaches of the Financial Regulations to management. 

FORMAT OF FINANCIAL REGULATIONS 

The Financial Regulations cover all aspects of the administration of the Company’s financial affairs and have been grouped in accordance with the main elements of financial administration as follows: 

Financial Regulation A: Financial Management and Planning 

• A.1 Introduction 

• A.2 General Accounting Framework 

• A.3 Budgets 

• A.4 Budget Monitoring 

• A.5 Final Accounts 

Financial Regulation B: Risk Management and Control of Resources 

• B.1 Introduction 

• B.2 Internal Audit 

• B.3 Risk Management and Insurance 

• B.4 Custody and Security of Assets, Stocks and Stores

• B.5 Banking Arrangements and Treasury Management

• B.6 Financial Irregularities

Financial Regulation C: Systems and Procedures 

• C.1 Introduction

• C.2 Income

• C.3 Salaries and Wages 

• C.4 Allowances and Expenses 

• C.5 Orders for Work, Goods and Services

• C.5 Payment Procedures

• C.7 Petty Cash 

• C.8 Value Added Tax 

Financial Regulation D: External Arrangements 

• D.1 Introduction 

• D.2 Partnerships and Joint Arrangements 

• D.3 Bids for External Funding 

• D.4 Grants to External Organisations 

FINANCIAL REGULATION A - FINANCIAL MANAGEMENT AND 

PLANNING 

A.1 INTRODUCTION 

1.1 Financial Management and Planning incorporates the various elements associated with the development, maintenance and monitoring of the Company’s financial strategy and financial position. These are: - 

• General Accounting Framework 

• Budgets 

• Budget Monitoring 

• Statutory Accounts 

A.2 GENERAL ACCOUNTING FRAMEWORK 

2.1 Companies Act legislation requires the Directors keep proper accounting records which disclose with reasonable accuracy at any time the financial position of the Company. In meeting this requirement the Directors and Chief Executive shall determine the Company’s system of accounting control and supporting records. (SoD reference C3)

2.2 It is the responsibility of the Chief Executive to ensure appropriate procedures and 

instructions are in place for: - 

• developing, maintaining, and reviewing the overall budget strategy. 

• producing the annual and medium term budgets.

• integrating the budget and budget strategy with the Company’s Business Plan. 

• budget monitoring. 

A.3 BUDGETS

3.1 Preparation 

The Chief Executive is responsible for ensuring that a budget is prepared annually as part of the Company’s overall financial strategy. It is the responsibility of the Chief Executive to ensure that any budget estimates reflecting agreed Company plans are realistic. (SoD reference C5)

3.2 Approval 

The Chief Executive is responsible for presenting, prior to the start of each financial year, a draft budget to the Board of Directors. This draft Budget will be fully integrated with the Business Plans of the Company. The Directors shall consider the draft budget, and then approve a budget for the coming financial year. (SoD reference A1)

3.3 Budget Virements 

Budget virements shall be authorised in accordance with the provisions set out in the Company’s Scheme of Delegation. (SoD reference A2)

A.4 BUDGET MONITORING 

4.1 General 

The Chief Executive is responsible for ensuring proper arrangements are in place for the preparation of appropriate financial information to enable the Company’s budget to be monitored effectively, to control income and expenditure and to monitor net expenditure against the agreed budget. (SoD reference C6)

4.2 Monitoring of Budgets 

The Chief Executive shall ensure that monthly budget performance reports are produced timeously after each month-end. The Chief Executive is responsible for reviewing the monthly budget reports with senior management in order to control net expenditure against the agreed budget. (SoD reference C7 and C8)

The Chief Executive shall report the financial position of the Company to the Board of Directors every quarter and ensure the financial statements are reviewed by the Audit Committee prior to the position being reported to the Board of Directors.
Subsequent to the financial year-end, the Chief Executive will ensure proper arrangements are in place for the preparation of a final out-turn report. It is the responsibility of the Chief Executive to report the final outturn position to the Board of Directors.

A.5 FINAL ACCOUNTS (SoD reference C9)
5.1 The Directors are responsible for ensuring that the Company’s statutory accounts are prepared in compliance with Company policy, Companies Act legislation, and applicable accounting standards. 

5.2 The Directors shall make arrangements for ensuring that the Company’s statutory accounts are audited by the Company’s External Auditors, in compliance with Companies Act legislation. 

5.3 The Directors shall arrange for the filing of the Company’s approved statutory accounts at Companies House by the prescribed filing date. 

FINANCIAL REGULATION B – RISK MANAGEMENT AND CONTROL OF RESOURCES
B.1 INTRODUCTION 

1.1 It is essential that robust systems are developed and maintained for the identification and evaluation, on an integrated basis, of all significant strategic and operational risks to the Company. 

B.2 INTERNAL AUDIT 

2.1 The Company shall operate a sound system of corporate governance covering all aspects of its business. 
2.2 The Company has established an Audit Committee. The Audit Committee shall meet at least two times a year, and its role is to review and monitor all the Company’s activities in relation to corporate governance and organisational control by: - 

· reviewing and promoting the Company’s system of internal control, both financial and otherwise, aimed at ensuring that the Company’s activities are carried out in an orderly and efficient manner, and that its assets are safeguarded. 

· evaluating the Company’s risk and control environment, including measures to prevent and detect fraud.

· monitoring the activities and effectiveness of the Company’s Internal and External Auditors.

2.3 The Chief Executive shall ensure that appropriate and effective arrangements are made for the internal audit of the Company’s financial and non-financial systems. (SoD reference C10)

2.4 The Chief Executive and the Company’s Internal Auditors shall agree annually a programme of internal audit work based on an assessment of risk and through consultation where appropriate with the Directors, Audit Committee, and External Auditors. (SoD reference C10)
B.3 RISK MANAGEMENT AND INSURANCE 

3.1 The Company shall establish effective risk management systems and a risk management strategy. Risks shall be identified, recorded, and controlled where these are considered to be threats to the achievement of the Company’s business objectives. (SoD reference C11)
3.2 The Chief Executive is responsible for ensuring arrangements are in place for developing and maintaining the risk management strategy. The Chief Executive must be promptly notified of new risks as they become apparent or of any alterations or changes in the existing level of risk. (SoD reference C12)

3.3 The Chief Executive is responsible for reviewing insurable risks annually and determining the appropriate levels of insurance cover. Insurance cover will be placed following that assessment through a tendering process. (SoD reference A3)

3.4 The Chief Executive must be immediately notified of any loss, liability or damage or any event likely to lead to a claim, and must inform the police where appropriate. 

3.5 The Chief Executive will ensure negotiation with the Company’s insurers on all claims. (SoD reference A4)

3.6 The Directors and the Chief Executive shall consult with the Company’s Solicitors regarding the terms of any indemnity that the Company is required to give. (SoD reference A5)

3.7 The Chief Executive shall ensure that cash holdings held at the Company’s premises are minimised and do not exceed any relevant insurance limits. (SoD reference C13)

B.4 CUSTODY AND SECURITY OF ASSETS, STOCKS AND STORES 

4.1 The Chief Executive is responsible for ensuring the proper security, care and custody of all premises, stocks, stores, furniture, equipment, cash and other property, including any owned by third parties. (SoD reference C14)

4.2 The Chief Executive shall ensure that proper contingency planning arrangements are in place for all critical company systems. In particular, that all computer systems are backed up at appropriate intervals and that back up media are held securely. (SoD reference C15 and C16)

4.3 The Chief Executive shall ensure arrangements are in place for the establishment of an inventory for all Company stocks and fixed assets, wherever these are located, and that the inventory is regularly updated. (SoD reference C17)

4.4 Disposals or write-offs of stores, furniture, and equipment may be carried out where appropriate authorisation has been obtained under the of the Company’s Scheme of Delegation. (SoD reference A6)

4.5 Company assets must not be removed from Company premises other than for Company purposes except in accordance with agreed Company policy. 

B.5 BANKING ARRANGEMENTS AND TREASURY MANAGEMENT

5.1 The Chief Executive is responsible for ensuring that arrangements are made for the provision of mainstream banking services. The Chief Executive shall also ensure that the banking arrangements are reviewed periodically to ensure that they are suitably structured, represent value for money, and represent efficient and cost effective methods for the transmission of money. (SoD reference A7)

5.2 The Chief Executive shall make arrangements for the opening and operation of all Company bank accounts and the use of banking services in the name the Company. (SoD reference A8)

All bank accounts shall bear a title that includes the name of the Company. In no circumstances shall an account be opened in the name of an individual.

5.3 All investments of money under its control shall be made in the name of the Company. Investments shall not be speculative in nature.

5.4 The Chief Executive shall be responsible for the implementation and monitoring of the Company’s Treasury Management policy, procedures, and arrangements. (SoD reference C18)

5.5 The Chief Executive shall be responsible for reporting on the Company’s Treasury Management activities to the Board of Directors. (SoD reference C18)

B.6 FINANCIAL IRREGULARITIES (SoD reference C19)

6.1 Where a suspected financial irregularity has been identified by any member of staff, the Chief Executive shall be notified immediately so that appropriate investigations can be carried out.

6.2 The Chief Executive shall maintain a record of all cases of actual or attempted fraud. All cases of actual or attempted fraud or irregularities shall be reported to the Directors.

FINANCIAL REGULATION C – SYSTEMS AND PROCEDURES 

C.1 INTRODUCTION 

1.1 Sound systems and procedures are essential for an effective framework of accountability and control. 

1.2  Duties shall be arranged so that there is adequate separation of responsibilities in 

financial procedures such as the ordering and payment for goods and services, the acquisition and disposal of assets, and authorisation and payment of expenses.

C.2 INCOME 

2.1 The collection and recording of all income due to the Company shall be undertaken in accordance with guidelines issued by the Chief Executive.  (SoD reference C20)

2.2 The Chief Executive shall make arrangements to ensure that all Company income is correctly recorded in the Company’s accounting records.

2.3 The Chief Executive shall ensure that all funding received by the Company is applied only to the purposes agreed with the funding body, and that all the terms of funding are complied with. (SoD reference C21)

2.4 Invoices shall be raised for any miscellaneous income due to the Company. The Chief Executive shall arrange for the issue procedures that ensure:

· the prompt rendering of invoices in connection with any services provided.

· that all miscellaneous income received by the Company is paid directly into the Company’s bank account.

(SoD reference C20)

2.5 The write off of any miscellaneous debt to the Company shall be authorised in accordance with the provisions of the Company’s Scheme of Delegation. (SoD reference A9)

C.3 SALARIES AND WAGES (SoD reference A10 to A14)

3.1 The appointment of employees shall be authorised in accordance with the provisions of the Company’s Scheme of Delegation. This establishes basic pay. The Company’s Scheme of Delegation shall also provide for the authorisation of variations to pay. 

The Chief Executive shall ensure that:

· all documents authorising variations to pay are completed in accordance with 

conditions of service, Company policy, and applicable statutory provisions. 

· the Company’s payroll function and Internal Auditors are advised of the officers authorised to sign documents authorising staff appointments and variations to pay, and provided with specimen signatures for these officers.

· the Company’s payroll function is provided with such information as is required to complete statutory returns. 

3.2 The Chief Executive is responsible for establishing proper arrangements for the processing and payment of salaries, wages, compensations and other emoluments to employees or retiring allowances to former employees. (SoD reference C22)

3.3 The Chief Executive shall make arrangements for payment of pension contributions to the Lothian Pension Fund and tax and National Insurance contributions to HM Revenue and Customs. (SoD reference C23)

C.4 ALLOWANCES AND EXPENSES 

4.1. The Chief Executive shall instruct the Company’s employees to submit all travel and subsistence expense claims to the Company’s payroll function for reimbursement. (SoD reference C24)

4.2 The Chief Executive shall instruct the Company’s payroll function to reimburse travel and subsistence expenses to Company employees.  Reimbursement shall only be made on the written instruction of an appropriately authorised officer. (SoD reference A15)

4.3  The Chief Executive shall ensure that: 

· employees are made aware that claims for expenses must be submitted in accordance with conditions of service, Company policy and applicable statutory provisions. 

· the Company’s payroll function and Company’s Internal Auditors are advised of the officers authorised to approve reimbursement claims, and provided with specimen signatures for these officers.

· the Company’s payroll function is provided with such information as is required to complete statutory returns.(SoD reference C25)

C.5 PROCUREMENT

5.1 Procurement activities shall carried out in accordance with gudelines issued by the Chief Executive.

5.2 Authorisation of procurements shall be made in accordance with the provisions set out in the Company’s Scheme of Delegation.  (SoD reference A16 and C26 to C29)

5.3 Expenditure shall only be incurred where it has been established that approporiate budgetary resources are in place. The officers responsible for ensuring budgetary resources are in place prior to expenditure being incurred are shown in the Company’s Scheme of Delegation. (SoD reference A16)

C.6. PAYMENT PROCEDURES

6.1 Authorisation of invoices for payment shall be made in accordance with the provisions set out in the Company’s Scheme of Delegation. (SoD reference A17)

6.2 Payment must not be made prior to the receipt of goods without the approval of the Chief Executive. Where a payment requires to be made in circumstances where there is no supply of goods or services, e.g. funding payments, then such payments 

must be made in accordance with approved Company policy, and authorised in accordance with the provisions set out in the Company’s Scheme of Delegation. (SoD reference A18)

6.3 The normal method of payment of money due from the Company is by cheque, electronic bank transfer, or other instrument drawn on the Company's bank account. 

6.4 Arrangements for the ordering, issuing and safe custody of Company cheques shall be made by those officers authorised to do so under the Company’s Scheme of Delegation. (SoD reference C30)

6.5 Cheques or bank transfers drawn on the Company's bank account shall be authorised by those officers approved to do so under the Company’s Scheme of Delegation. (SoD reference A19)

6.6 Employees authorised to use the Company’s internet banking facilities and debit card shall be determined by the Chief Executive, and their authorisations shall be reflected in the Company’s Scheme of Delegation. (SoD reference A20 and A21)

C.7 PETTY CASH

7.1 The Chief Executive shall arrange for the provision of cash advances for the purposes of defraying minor expenses. All petty cash expenditure shall be recorded and receipted. 

7.2 Administration and control of petty cash shall be carried out by those officers specified in the Company’s Scheme of Delegation. (SoD reference C13)
C.8 VALUE ADDED TAX (SoD reference C31)
8.1 The Chief Executive is responsible for ensuring guidance is issued to employees on the application of value added tax rules. 

8.2 The Chief Executive is also responsible for establishing arrangements for the identification and proper accounting of both the Company’s input and output valued added tax. 

FINANCIAL REGULATION D – EXTERNAL ARRANGEMENTS 

D.1 INTRODUCTION
1.1 Working in partnership with a wide range of other organisations is a key policy and priority of the Company. It is essential that appropriate accounting and control 

arrangements are in place to regulate the operation of all arrangements involving third 

parties. 

D.2 PARTNERSHIPS AND JOINT ARRANGEMENTS 

2.1 The Chief Executive must consider overall corporate governance arrangements when arranging contracts with external bodies. The Chief Executive shall also confirm to the Directors that financial issues and risks have been fully appraised before agreements are entered into. (SoD reference A22)

2.2 The Chief Executive is responsible for ensuring that appropriate approvals are obtained in relation to work with external bodies. (SoD reference A22)

D.3 BIDS FOR EXTERNAL FUNDING 

3.1 To assess the financial implications the Chief Executive shall consider and consult with the Directors on the financial content of all bids and business cases for external funding submitted by the Company. (SoD reference A23)

D.4 FUNDING TO EXTERNAL ORGANISATIONS 

4.1 Approval of funding to external organisations must be made within the terms of approved Company policy and the Company’s Scheme of Delegation. (SoD reference A24)
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