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AGENDA
1. Declarations of interest
FOR APPROVAL
2. Minutes of meetings of 14 June 2016 and 16 August 2016

(Elements of paper 2 are withheld from publication on the Forth Valley College websit
Section 33 Commercial Interests and the Economy of the Freedom of Info
2002.)

3. Matters Arising

a) F/15/031 Budget 2016-17
b) F/15/031 Budget 2016-17
c) F/15/033 FRS102 — Accounting Polici

4, Student Association Outturn for 2015- de sociation Alan Buchan
Budget for 2016-17

5. FRS 102 Accounting Choices and F @ ting Policies Irene Andrew
FOR DISCUSSION

hs to 31st July 2016 Irene Andrew
rom publication on the Forth Valley College website under

the Economy of the Freedom of Information (Scotland) Act

6. Budget Monitorin
(Elements of paper 6 ar

Section 33 Commercial In
2002.)

7. Reyi
8. A ther competent business
INFO TION

ource Return Outturn 2015/16
Programme of Committee Business
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FINANCE COMMITTEE

Boardroom, Falkirk Campus (commencing at 4.30pm)

Present: Mr Liam McCabe (Chair)
Mr Ralph Burns
Mr Andrew Carver

Apologies: Mr Ken Richardson
Ms Caryn Jack

In Attendance: Mrs Alison Stewart, Associate Principal and Executive Direc
Dr Ken Thomson, Principal
Mrs Irene Andrew, Head of Finance
Mr David Allison, Associate Principal and Executive Directo
Mr Stephen Jarvie, Corporate Governance and Planning Offic

Services

F/15/028 Declarations of Interest

The Chair declared an interest owing to th the College and University
of Stirling in relation to certain ree @ es and under the Scottish Funding
Council (SFC) HEI funded activity.

F/15/029 Minutes of Meeting held on 15
The minutes of the meeting arch 2016 were approved.

F/15/030 Matters Arisi

a) F/15/02 petent Business

ipal and Executive Director of Finance updated members on
fun Student Association. She noted that the intention was to request
e Forth Valley College Foundation to support this as this will help to
e independence of the Foundation.

A |paper covering this has been successfully taken through the Strategic
elopment Committee and would be presented to the Board for final approval.

The Principal confirmed that although the Student Association is autonomous it is
not a separately incorporated body and this approach is in line with NUS guidance
for FE colleges.

15/031 Budget 2016-17

The Associate Principal and Executive Director of Finance presented a paper
outlining the budget for the next academic year.
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She highlighted that, while the Grant In Aid allocation appears to have increased,
this was to reflect the recent pay awards agreed through National Bargaining and
that otherwise the College was in a flat cash position. She also highlighted that
Student Support funding and Capital and Maintenance funding levels had been cut.

The Assistant Principal and Executive Director of Finance highlighted that there also
had been no additional funding provided to support the College to absorb, the
additional costs in relation to the removal of the NI rebate and the intréductioniof
the UK government’s Apprenticeship Levy.

She discussed the challenges facing commercial activity and highlighted the
appointment of a new Development Fundraising Manager to seek alternate sources
of funding. Members queried the budgeted net contribution, level of ] 2gainst
the new post and the Associate Principal afid Executive“Difector of Finance
confirmed that this target had been reached in caonsultation with the post holder
and the Associate Principal and Executive Director of Business Development and was
deemed to be a viable target.

Members requested that the DevelopmentgFundraising Manager attend the next
Committee meeting to outling,herstrategy to the Committee.

The Associate Principal and Executive Director of Finance outlined the impact of the
cutsitolthe Capital and Maintenance grant and noted that, while SFC had applied the
qut across the sector, owing to the College’s current and future estates
cammitments this had a disproportionate negative effect on the College.

Members noted the list of proposed estates projects and asked for an overview of
the selection process which the Associate Principal and Executive Director of Finance
provided.

Members noted that, while understanding the necessity for ensuring funding is in
place for the new Falkirk campus, it should be borne in mind that current students
would not experience the new campus and that the existing campus should be
maintained to an acceptable standard so as to deliver a learning and broader
student experience of as high as possible in the current situation.

It was also noted that proposed changes to existing campuses should be borne in
mind for the design of the new Falkirk campus.
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a)

F/15/032

a)

F/15/033

a)

Members endorsed the budget and its submissions to the Board with a
recommendation for its approval by the Board. It was also agreed that the risks
associated with achieving the budget be highlighted to the Board.

Treasury Management Strategy 2016-17

The Associate Principal and Executive Director of Finance presented the “annual
update to the Treasury Management Strategy as required by the Collegé’sifireasuny
Management policy.

She noted that, owing to the change in status of Colleges,fand with that thefinability
to accumulate cash balances this activity would likely become redundant in the
future.

Members approved the Treasury Management Strategy for recommendation to the
Board of Management and approved the discontinuance of this Strategy for 2017-18
onwards.

FRS102 — Accounting Policies

The Associate Principal and ExecutiveyDirector of Finance gave a presentation to
members on the implications of FRS102,hnoting that elements of this required the
College to choose betweenfoptigns and that the impact of these was not fully known
at this time.

She highlighted, the ‘perception risk to the College of the implication of FRS102 on
with volatility in‘reported, results due to the application of the new standard. The
Committee noted that without proper understanding and clear communication the
revised financial statements for the College could appear to a lay person, to show
College’s'financial'security to be at risk even when if fundamentally that was not the
cas€This was,a particular concern for the College when seeking commercial work as
there is often a requirement to prove financial viability via the provision of accounts.

Members queried whether there had been definitive guidance provided by Scottish
Funding Council or Colleges Scotland.

The Associate Principal and Executive Director of Finance confirmed that work and
training had taken place funded by Colleges Scotland but that it was unlikely that
SFC would give a definitive direction would be given as the choice of accounting
policy was a matter for the Board to decide. She highlighted that she intended to
discuss the College’s approach to FRS102 with the newly appointed College external
auditors to ensure they were in agreement.

Members noted the content of the presentation and agreed that the Associate
Principal and Executive Director of Finance should discuss this issue with the
external auditors and that this would be brought back to the next meeting of the
Committee at which decisions on accounting policies would be finalised. .
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F/15/034 Print Re-Tender

The Associate Principal and Executive Director Information Services presented the
outcome from the recent tender activity for the appointment of a managed pri
service provider for the College.

He highlighted that APUC had been extensively involved in the process and o
the rational for the recommendation to award the contract to Can
projected savings of £86,000 per annum against existing print expendi

The Associate Principal and Executive Director Informati i ormed
members that this was being brought to the Committee recommend
to the Board of Management as the contract value w e Principal’s
delegated authority levels. The Associate Princip
also highlighted that, under the Financial Me
Council, the College would also need to seek ap

Members queried if the College,was @
recommended supplier.

The Associate Principal and Executive ctor Information Systems confirmed that
Cannon was used by Glas e Falkirk Council and Fife Council.
a) Members approved r dation of Cannon to the Board of Management

for approval.

F/15/035 Forecast O /16'(May 2016)

ipal and Executive Director of Finance presented the latest
rn and noted that the underlying operating position of the College

2d that, as with the budget, these figures did not yet have any FRS102
related adjustments in them.
She highlighted that the forecast did not include costs incurred to date in relation to
the Arts Venue which is no longer proceeding. She confirmed that the College was
currently in discussion with Falkirk Council on this matter.

a) Members noted the content of the report

F/15/036 Review of Risk

Members noted the risks as outlined in the papers.
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F/15/037 Any other competent business

The Associate Principal and Executive Director of Finance noted that there would be
a requirement to hold an additional Finance Committee meeting to approve th

financial model for the Falkirk Campus Full Business Case.
Members agreed that 16 August 2016 would be the date for this meeting. Q

\
)
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Present:

Apologies:

In Attendance:

F/16/001

Mr Liam McCabe (Chair)
Mr Ken Richardson
Ms Caryn Jack

Mr Andrew Carver

Mrs Alison Stewart, Associate Principal and Executive Director of Fina
Mr Stephen Jarvie, Corporate Governance and Planning Offi

Dr Ken Thomson, Principal

Mr Kieran McCallum, QMPF

Full Business Case for Forth Valley College — NewiyFalkirk Ca

The Associate Principal and Executive Direg
assumptions that underline the case for the
campus.

These are —

up to £ 70 million
e Retaining the re
Falkirk campus si

OQ%

e sale of Alloa Branshill site and existing

e SFC advancing t eipt of Falkirk sale in 2019/20 to support the
devel n sts, the view this would be repaid in
year

preparation phase of the FBC and while no approval had been given no concerns

were raised by SFC.

She outlined the risks associated with the assumptions. For land receipts the risk is
that the land in Alloa and Falkirk would not generate the level of funding
anticipated. This risk was deemed to be low as the FBC had been deliberately
prudent in terms of the level of receipt anticipated. She also outlined the additional
risk in relation to the sale of the Falkirk campus arising from the telecommunications
masts on the existing Falkirk campus which are contracted to a third party with the

contract not due to expire until 2023.

Board member Ken Richardson, who is the chair of the Project

Board for this

development noted that the Falkirk Campus Project Board were aware of this issue

and were looking at remedies for this.
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There was a full discussion of the financial case focussing on the certainty of the
project funding streams, the financial impact of undertaking the project on the
College’s financial sustainability and the associated risks of both of these critical
issues.

Members queried whether the Foundation had committed to providing the
anticipated level of funding. The Associate Principal and Executive Director of
Finance confirmed that, while the official request had yet to be submittédjishe ‘and
the Principal had met with the Foundation chair to discuss the College’s intentions.
She also highlighted that the Foundation had previously approved £1:8m towards
design costs, of which approx. £600k had been claimed todate. Moreover;while as
a separate legal entity the donation from the ALF could nat.be taken for granted this
did align with the Foundation’s primary purpose.

Members queried whether this level of funding would leave enough funding in the
Foundation for other projects including the Foundation’s support for the Student
Association. The Principal confirmed that it would leave £500k in the Foundation to
fund the Student Association and other®prejects,the Board of the Foundation
deemed appropriate.

Members raised concerns regardingythe“financial projections in the FBC and
appendices, noting that there“Wwerenot large margins built in to absorb
extraordinary costs or adyérse fluctuations in the College’s financial position. The
Associate Principal and Executive Director of Finance informed members that the
projections were acourate as the/College has to reach a break even position. She
confirmed thaty, in,the .event of‘an extraordinary event, the College would approach
SFC for additianal, funding to mitigate the impact. The change in status of the
College undernONS"meant that it could not accumulate a reserve to cushion against
financial, shocksiand it“was expected to operate at a break-even position. Thus it
would need to revert to SFC in the event of an adverse financial event.

Members gueried whether, in an event such as the recent news story about the
contractor for the new local Maggies centre going into administration, the College
would®™e able to absorb a similar incident in the Falkirk campus build. Kieran
McCallum, QMPF, noted that this risk would be mitigated through the procurement
pfocess and the selection of a robust main contractor. The procurement activity
would be conducted by AECOM with assistance from APUC and long term financial
viability of contractors would form part of the PQQ process.

Members queried the impact of FRS102 on the reporting of finances on an ongoing
basis. The Associate Principal and Executive Director of Finance confirmed that this
was being examined at the moment and outlined the potential impacts on the
College accounts. This would be reported on to the Finance Committee under the
normal course of business. The accounting treatment, it was agreed, should not be
a barrier to proceeding.
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Members queried whether the College had been in contact with Barclays and the
impact on the covenants on the existing College debt. The Associate Principal and
Executive Director of Finance confirmed that Barclays had been informed and noted
that the College is still pursuing removal of the covenants owing to the current leg

status of FE in Scotland meaning covenants are no longer required. The Associate

Principal and Executive Director Finance also highlighted that permission to
Falkirk Site would be required from Barclays in line with the conditions
current loan facility.

a) Members endorsed the financial case as contained
proceed to the Board for approval as part of the overall
caveats—

Ensure the FBC covering paper for the
associated risks and proposed mitigating actions to allow members to make
an informed decision. The cover paper
a break even point each year for the Co
That the College, when submitti
covering letter what funding
project

That the College obta I
their contribution

is asking SFC to commit to this

mitment from the Foundation for
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1. Purpose

To present the Student Association Outturn for August 2015 to July 2016 and the Budget f
August 2016 to July 2017.

2. Recommendation
Contents of this report be reviewed and approved.

3. 2015-2016 Outturn

the College Credit Union facility. The Student Association
LGBT work in the “Diversity Award Category” at UK NUS awa

Appendix 1 shows the Student Association urn defic Year 2015-16 of £6k.

The SPARQS Funding continued into 2015- C ed Salary Costs until March 2016, the
College took the decision to fund the ual salary costs for April to July 2016.
Student Association Salaries are sho f £7k and there is also a reduction in Grant
Income of £3k that offset each othe lue to the Student Association Officers securing

secondments within the Colleg

Income of £4k, this was due to not securing the funding
preparation for employment workshops.

There was a reduction in
from Barclays to conti

ciation funded an International Trip to Croatia in order to tie in
with the College ional Strategy and create more opportunities for FVC students. The
conference e themes of: Excellence, Leadership, Creativity and Innovation. The
Studen also made savings within Materials, Travel and Miscellaneous Expenditure.

4. 2016-2017 Budget

The nt Association will apply for a grant of £74k from Forth Valley College Foundation to
d the salaries for the Student Association this Academic Year 2016-17.

A grant of £18k will be provided by the College to fund operational costs. There is a budget of
£3.7k for team development at conferences and training courses and £6k has been budgeted for
spend on Fresher and Refresh Fayres.

The Student Association decided in August 2016 that Mobile Phones previously used by the
team are no longer required and have passed the Phones back to IT. The IT equipment budget
has been reduced to reflect this.
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The forecast for academic year 2016-17 shows a breakeven position, however a surplus from

2015-16 of £6k will carry forward in academic year 2016-17.

5. Financial Implications

There is no financial implication, as long as the Student Association stays within Budget. m
be monitored monthly to ensure there is no overspend.

6. Equalities

Assessment in Place? — Yes [ No [ Non-Applicable X

7. Risk

Please indicate on the matrix below the risk score. Risk is s
as Very Low through to Very High.

against Impact and Likelihood

Likelihood Impact

Very High
High

Medium X X

Low

Very Low

Please describe any risks iat ith this paper and associated mitigating actions:
Risk Owner — Andrew Action Owner — Alan Buchan

8. Other Implic A

Comm i 0 No Health and Safety — Yes [1 No

a — Alan Buchan/Lisa Penman SMT Owner — Andrew Lawson
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Appendix One

Forth Valley College Student Association

2015-16 2015-16
Budget Actual
SUIN0001 {GrantIncome 17,630
SUINO0003 (Miscellaneous Income 4,000
SUINO004 (Entertainment Income 1,000
SUIN0005 {NUS Income 30, | 420 |
SUINO0O7 {Fundraising 0
SUIN0008 iGrantfrom the Forth Valley College Foundation ! 74177
SUSP0001 {SPARQS Funding 71,000 71,000 0 0
Student Union Income 93,98 7,262 (6,718) 93,477
SUEX0001 ({Conferences and Courses 0 6,864 (3,364) 3,739
SUEX0002 ;{Entertainment Functions 5,875 (875) 6,000
SUEX0004 |Materials 000 3,255 (1,255) 4,000
SUEX0005 {Membership Fees 2,265 35 2,500
SUEX0006 ;Miscellaneous Expenditure 1,614 2,611 (997) 1,500
SUEX0007 |Salaries 1,789 85,183 6,606 74,177
SUEX0008 ;Travel Costs 1,500 872 628 1,000
SUEX0009 ;Class Rep Incentives 500 452 48 500
SUEX0010 {Marketing 0 0 0 0
SUEX0011 {IT Equipment 1,000 676 324 61
SUEX0013 iFundraising 0 327 (327) 0
Student Union Expenditure 109,203 108,382 821 93,477
| (15223) | (21,120) (5:897) 0
23,115 23,115 0 6,103
4,108 4,108 0 0
27,223 27,223 0 6,103

.| 12000 6,103 - 6,103
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1. Purpose
To provide the Finance Committee with an overview of the implications of FRS 102 for Forth
Valley College. The paper provides a summary of accounting policy choices available, alo
with recommendations.

2. Recommendation
That members consider the options and approve the recommen S1 ting
treatment where choices are available and approve the College’s Accaunting Policies oted at

Appendix C for 2015/16 and 2016/17.

3. Background

The College is required to comply with the revised Financi
2015/16 annual accounts while complying with the FEHE
(SORP), and the Financial Reporting Manual (FRe
detailed and technical with many change
prescriptive, allows for accounting policy«hoi
Policies.

4. Key Considerations

FRS 102 will apply to this finangial ye 31 July 2016. Both the opening Balance Sheet as
at 1 April 2014 and the c ra Balance Sheet as at 31 July 2015 will require to be restated
as if FRS 102 had always in ce in order to provide a meaningful comparative upon
publication.

Changes within SOR 15 already in place due to ONS reclassification

As committe ers are aware following reclassification, Arm’s Length Central Government

Bodies ge required to comply with the Governments Financial Reporting Manual

(FRe
S S e of the changes required by the 2015 SORP have already been implemented as
arto 31 July 2015 accounts which are as follows:

Employment benefits — the new SORP requires that untaken leave be recorded as a liability at
balance sheet date. AS per the FReM, the change was made as part of the July 2015 financial
statements and it is not anticipated that the liability will change materially year-on-year. No
accounting policy adjustment or restatement is required for compliance with the 2015 SORP.

Land and Buildings - As with current UK GAAP, FRS 102 allows classes of assets to be measured
at cost or revaluation. However the FReM requires Fair Value which is normally Market Value.
Following advice from the College’s valuers, Depreciated Replacement Cost has been used for
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the College’s land and buildings (specialised assets), with the exception of the land at Branshill,
Alloa and the Middlefield site which are valued on the basis of Open Market Value.

In line with the FReM, the College has a policy of ensuring a full revaluation takes place evefi{i5
years, along with a supplementary valuation in year 3, such that the fair value is not materially
different to the current value. Depreciation and impairment losses are subsequently.chargedhon
the revalued amount.

Since the college is already complying with the FReM, no accounting policy adjustment or
restatement is required.

Impact of 2015 SORP for 2015/16 accounts

The following provides a summary of the review completedd@nd the impacts of the 2015 SORP
on Forth Valley College accounting policies and subsequent restatements required.

Income Recognition

Trading Income — there is no change on‘hew we)accountfor trading income. Income from the
sale of goods and services are credited to incame when the goods or services are supplied or the
terms of the contract have been satisfied."This covers exchange transactions for example tuition
fees.

e Accounting Policy & no change
e Adjustments/restatement —none as is consistent with current treatment

Government Grants for Revenue and Capital — under the 2015 SORP two models of accounting
treatment are detailedfor government grants being the accruals or performance models.

The College can choose\an approach for each of the capital and revenue government grants but
all grantsifépland,.must be treated as performance.

Revenue,Grants - under the accruals model government revenue grants including the recurrent
teaching grants from SFC will continue as is and be recognised as income over the periods in
which theyCollege recognises the related costs for which the grant is intended to compensate.

e Accounting Policy — we proposed the accrual model be selected for the accounting policy
therefore no change
e Adjustments/restatement — none as is consistent with current treatment

Capital Grants — under the old SORP capital government grants given to the College to support
any fixed asset purchases or construction are permitted to be accounted for as deferred reserves
on the balance sheet within reserves. The income is then released to the income and expenditure
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account in line with the depreciation charge of the respective fixed asset, in essence offsetting
the depreciation charge within the income and expenditure account.

As noted above under the 2015 SORP there is a choice of two accounting policies:

Accruals Model — in essence the same as the existing model however is only permitted, for
government grants for non-land purchases. Also the deferred element of the capital grant, must
be retained within creditors as a deferred income rather than a reserve.

Performance Model — under this model grants must be recognised/within theghcome in full
immediately when the performance conditions of the grant are met.

The use of the performance model would result in more volatile surpluses and deficits. Future
Statements of Comprehensive Income would no longer benefitfrom the credit arising from the
release of deferred capital grants which would reduce on-going reported surpluses.

At this stage the College has the option to apply thé accruals model for all government funded
non-land capital grants and the performance model forall land grants.

We recommend to committee members to“remainpwith the accruals model for government
capital grants for the following reasons:

e  While this will mean a miX of‘@ccounting policies for non-government and government
land grants received, there are“cufrently no non-government grants for Forth Valley
College

e The impact the_performance ‘model will have on the net depreciation figure and the
current uncertainty-@round-this cash

e  While there is a possibility the SORP will in the future remove the accruals model as yet
we havem@gindication when this will be

e This is the approach of the majority of other Colleges so would provide consistency and
comparability of financial information for the SFC.

The College will however have to ensure a process is in place to assess each grant received and
treataccordingly depending on the source and purpose of the grant.

e Accounting Policy — we proposed the accrual model be selected for the accounting policy

® Adjustments/restatement — reclassification of deferred capital grants on the balance
sheet as deferred income within creditors rather than part of the reserves. This will result
in a drop in net asset position as the £34.5m deferred capital grants move from reserves
to creditors. This significantly reduces the reserves for Forth Valley College however in
order to provide sufficient assurance over the College’s future funding position a note
has been included in the annual report stating that the accounts have been prepared on
the going concern basis as there is sufficient assurance over the funding which has been
agreed in principle over the medium term period. We have also noted that any significant
net liabilities in the future would be financed from grant-in-aid.
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The College currently has a loan covenant tied to the net asset value of the College and
discussions are on-going with Barclays Bank regarding the impact of this change. Barclays are
currently reviewing the covenant with the view to removing this following the ONS
reclassification.

Financial Derivatives

The College has a bank loan which under the 2015 SORP requires to be recegnised\at amortised
cost which is consistent with the current treatment for the loan.

However the college uses an interest rate swap to adjust interest rate exposure in order to
guarantee fixed interest payments for the bank loan whereg,payments ‘aregpvariable and hence
exposed to interest rate movements.

Interest rate swaps are recorded on the balance sheet at fairvalue andiaccounted for at fair value
through profit and loss. Under previous UK GAAP thesegwere notre-valued to fair value or shown
on the college balance sheet at the year end. Net intérestgayable is accrued.

e Accounting Policy — we propose to include'@noteds'to the treatment of a derivative

e Adjustments/restatement — we now ‘requireito account for the swap as an asset or
liability on the balance sheet an@'movement.in the fair value of the swap will be reflected
year on year within the Statement of Comprehensive Income. We have requested swap
valuations as at April 2014, July2015 and July 2016.

Lease Arrangements

The 2015 SORP requires leasexclassification based on a “risk and rewards incidental to ownership”
approach. Accordingly@lease isi€lassified as a finance lease if it transfers substantially all the risks
and rewards inCidental tohownership of an asset. All other leases are classified as operating
leases.

e [ Accounting Policy — we have reviewed all leases and none have been identified as a
finance/lease therefore no change
o) Adjustments/restatement — none as is consistent with current treatment

Embedded Leases

Under the 2015 SORP an embedded lease may exist within a contract where the agreements
transfer the right to use assets even although substantial services by the lessor may be called for
in connection with the operation or maintenance of such assets.

e Accounting Policy — we have reviewed all contracts and none have concluded that there
are no material embedded lease therefore no change
e Adjustments/restatement — none as is consistent with current treatment

4
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The College will develop a process to capture new contracts which contain embedded leases at
contract negotiation.

Pension Obligations

The College has two main pension schemes where it has active employees, the Scottish Teachers
Superannuation Scheme (STSS) and the Falkirk Pension Fund (LGPS).

The liability relating to the LGPS are recognised on the College’s balan€e sheet at present. FRS

102 contains a slight change in that the net interest expense (or income) is basedfupon the net
deficit/surplus within the scheme. This differs to current UK GAAP where the interest is equal to

the difference between unwinding the discount on scheme liabilities and“thesexpected return on

assets.

STSS is a multi-employer defined benefit scheme accountedfor as defined contribution schemes.

This is because unfunded multi-employer schemes do_notygive tise t0 contractual obligations and

any notional deficit is funded on a “pay as yousgo” basis.

Accounting Policy — the accountingtreatment forlboth schemes is similar under FRS 102
as for current GAAP therefore we have'net adjusted our accounting policy notes
Adjustments/restatement — wefhavelrequested pension valuations as at April 2014 and
July 2015 as a result of the slight caleulation change noted above, the movement of
which will be reflected within the,Statement of Comprehensive Income. However there is
no change to the value of the assets and liabilities at both dates therefore no changes
required to the balapce,sheet:

First Time Adoption Disclosures and Preparation

As part of the moteshwithin, the year-end financial statements at 31 July 2016 the following first

time disclosures will be required:

A description of the change in each accounting policy — which will be based on the details
above

Regontiliation of net assets under UK GAAP to FRS 102 at date of transition (1% April
2014) and the comparative period i.e. 31 July 2015

Reconciliation of the income statement under UK GAAP to FRS 102 for the comparative
period i.e. 31 July 2015.

5{ Recommendation

Accounting Policy Choices — from the review completed above we have concluded that there is
one accounting policy choice to be made which is the treatment of Capital Government Grants

As detailed above it is recommended to committee members that we remain with the accruals
model for the treatment of Government Grants.
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Accounting Policies for Financial Statements as at 31 July 2016 — following the above review the
accounting policies have been amended to reflect the appropriate accounting treatment under

the 2015 SORP. Attached at Appendix C is the proposed accounting policies for the year en
July 2016.

Committee members are requested to agree the proposed accounting policies for e
31 July 2016.

6. Next Steps

Following the above review we have now completed the restatement o tra on balance
sheet and the 31 July 2015 comparatives to reflect the changeto the treat f government
grants only. This will be updated once the swap valuations have been obtained. These will be

forwarded to Henderson Loggie for review prior to the year work. The results of this
will be shared with the committee at the December meeting

Work is on-going to ensure the new format efi statements will be in place for the 31
July 2016 accounts.
7. Equalities \
Assessment in Place? — Yes [
Not applicable given the ¢ t is paper.
8. Risk

Please indicate on theimatrix below the risk score. Risk is scored against Impact and Likelihood

as Very Low t High.
Impact
Very High
i X X
e
ow
Low

Failure to comply with FRS102 would lead to potentially qualified accounts.

Whichever method of recognising income is selected for the treatment of government grants
this will either weaken the Statement of Financial Position (Balance Sheet) which would likely
lead to a negative position within a couple of years or distort the College’s operational surpluses
on an on-going basis.
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9. Other Implications -

Please indicate whether there are implications for the areas below.

Advice was sought from both the College’s existing (Henderson Loggie) and new (Ernst & Young)

external auditors.

Risk Owner — Alison Stewart Action Owner - Irene Andrew Q
No

Communications—Yes [1 No X Health and Safety — Yes

Paper Author - Irene Andrew SMT Owner — A Stewart

\
)
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Appendix A

Accruals

Choice Model

Exchange Transactions e.g. tuition fees No

Non Exchange Transactions

- Government Grants

- Land X
- Other X
- Revenue

come recognised in the SOCI on
titlement, therefore potential more
volatile surplus / (deficits).

Income recognised to match expen
incurred

Income received in adva cor asa Income received in advance held within
creditor (deferred in rant restricted reserves
is spent.

therefore a Restricted reserves, are reported below the

ﬁ- the SOFP, line, SOFP remains strong

over the expected A potential mis-match with future
e asset therefore matched depreciation charges incurred.

No change to current systems & Systems & processes will require
ocesses amendments
Easier to understand and communicate More difficult to explain
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Appendix B (i)

Impact of the new SORP on the Statement of Comprehensive Income (SOCI) - Accruals Basis
for the year ended 31 July 2015
DRAFT /INDICATIVE FIGURES

Effect of transition
Notes to to FRS 102 / New
Accounts
OLD SORP (2007)
Original 2014-15
Financial
Statements
(16 mths)
K
ERFORMANCE MODEL ACCRUAL MODEL
0 £'000 £'000
Income

Scottish Funding council grants 2 31,522 31,522
Tuition fees and education contracts 9,926 9,926
Other grantincome 97 97
Other operating income 1,849 1,849
Investmentincome 26 26
Total income before other grants and donatio 43,420 0 43,420
Donations and other grantincome 0 0
Total income 43,420 0 43,420

Expenditure
Staff costs 7 28,925 28,925
Pension provision charge 9 1,702 1,702
Other operating expenses 10 10,185 10,185
Depreciation 14 3,542 3,542
Interest payable 11 224 224
Donation to FVC, ion 12 1,100 1,100
Total expendit 45,678 0 45,678
(2,258) 0 (2,258)
(615) (615)
us / /(deficit) after tax (2,873) 0 (2,873)
us for the year (2,873) 0 (2,873)

Notes
No adjustments included above for holiday pay or revaluation of fixed assets as the provisions are already reflected within the 2014/15 financial statements
Adjustment still required for the slight change in pension calculation
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Appendix B (ii)

Impact of the new SORP on the Statement of Comprehensive Income (SOCI) - Performance Basis

for the year ended 31 July 2015
DRAFT /INDICATIVE FIGURES

Income

Scottish Funding council grants
Tuition fees and education contracts
Other grantincome

Other operating income
Investmentincome

Total income before other grants and donations

Donations and other grantincome
Total income

Expenditure

Staff costs

Pension provision charge
Other operating expenses
Depreciation

Interest payable

Donation to FVC Foundation

Total expenditure

Surplus / (deficit) before tax & exce

Exceptional items
Loss on Revaluation of Land

Surplus //(deficit) afte;

Surplus for the ye;

Notes to
Accounts

SN IFNHANN]

ted

-15

Fin ial

Effect of transition to FRS 102 / New SORP (2015) m
NO ACCOUNTING
OLD SORP (2007) POLICY CHOICE ACCOUNTING POLICY CHOICE NEW S (201
Original 2014-15
Financial
Statements Impact of Deferred Capital
(16 mths) Grants - NON Government Impact of Deferred C: | Grants - Govern
PERFORMANCE
PERFORMANCE MODEL MODEL
SFC Grant
recei Released Non SFC Grant
£'000 £'000 £' £'000 £'000

638 (2,712) 29,448
9,926
97
1,849
26
638 (2,712)] 0 41,346
0
638 (2,712) 0 41,346
28,925
1,702
10,185
3,542
224
1,100
0 45,678
638 (2,712) 0 (4,332)
(615)
(2,873) 0 638 (2,712) 0 (4,947)
(2,873) 0 638 (2,712) 0 (4,947)

10

oliday pay or revaluation of fixed assets as the provisions are already reflected within the 2014/15 financial statements
ired for the slight change in pension calculation
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Impact of the new SORP on the Consolidated Statement of Financial Position - Accruals Basis

DRAFT /INDICATIVE FIGURES

Non - current assets
Fixed Assets

Current Assets
Stocks

Trade & other receivables (previously debtors;
Cash and cash equivalents

Creditors: Amounts falling due within one year

Net current (liabilities)/assets
Total Assets less Current Liabilities

Creditors: Amounts falling due
after more than one year

Provisions
Pensions Provisions

Pension Liability

Total Net Assets

Deferred Capital Grants

Restricted Reserves

Income and expenditure reserve -
Pension reserve

Unrestricted Reserves

Income and expenditur
Revaluation reserve

Total reserves

Notes to
Accounts

14

15

16

17

Appendix B (iii)

Applying Accruals Model for Capital Grants

Opening Balance
Opening Balance at | Effect of transition to FRS 102 / New at 1 April 2014
1 April 2014 HE SORP (2015) Restated
ACCOUNTING
NO ACCOUNTING POLICY 4-15 Financial
OLD SORP (2007) | POLICY CHOICE CHOICE NEW SORP (2015) Statements. NEW SORP
Impact of Non- Impact of
As per 2013-14 exchange / Non- Deferred
Published Accounts |Government income | Capital Grants
PERFORMANCE ACCRUAL
MODEL MODEL
£'000 £'000 £'000 £'000 £'000 £'000
63,713 (2,619) 61,094
33 (6) 27
(1,783) 1,409
823 1,609
(966) 0 3,045
1,293 963 (6,010)
(2,511) (2,628) 327 963 (2,965)
(2,511) 61,085 (2,292) 963 58,129
(32,027) (36,459) 216 1112 (33,504)
(7,536) (1,162) (8,698)
(10,202) (3,315) (135517)
0 (34,537) 6,889 (6,553) 2,075 2411
34,537 (34,537) 0 (2,075) 2,075 0
(3,477) (3,477) (1,310) (4,787)
(10,202) (10,202) (3,315) (135517)
0 0
20,568 20,568 147 20,715
41,426 0 (34,537) 6,889 (6,553) 2,075 2411

11
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Appendix B (iv)

Impact of the new SORP on the Consolidated Statement of Financial Position - Performance Basis

DRAFT /INDICATIVE FIGURES Applying Performance Model for Capital @
Opening Balance at
Opening Balance at | Effect of transition to FRS 102 / New 1 April 2014
1 April 2014 HE SORP (2015) Restated Movement in year 2014
ACCOUNTING
Notes to NO ACCOUNTING poLICY
Accounts | OLD SORP (2007) POLICY CHOICE CHOICE NEW SORP (2015)
Impact of Non- Impact of
As per2013-14 exchange /Non- | Deferred Capital
Published Accounts | Government income Grants
PERFORMANCE |PERFORMANCE
MODEL MODEL
£'000 £'000 £'000 £'000 £'000 £'000
Non - current assets
Fixed Assets 14 63,713 (2,619) 61,094
Current Assets
Stocks 33 ©) 27
Trade & other receivables (previously debtors’ 15 3,192 (1,783) 1,409
Cash and cash equivalents 786 86 823 1,609
4,011 4,011 (966) 0 3,045
Creditors: Amounts falling due within one year 16 (4,128) (4,128). 1,293 (2,835)
Net current (liabilities)/assets (117) 0 (117) 327 0 210
Total Assets less Current Liabilities 63,596 0 63,596 (2,292) 61,304
Creditors: Amounts falling due
after more than one year 17 (4, (4,432) 216 (4,216)
Provisions
Pensions Provisions (7,536)! (1,162) (8,698)
Pension Liability (10,202) (3,315) (13,517)
Total Net Assets 0 0 41,4&6 (6.5532 0 34,873
Deferred Capital Grants 34,537 (34,537) 34,537 0 (34,537) 0
Restricted Reserves
Income and expenditure reserve -excl p (3.477) (3.477) (3,385) (6,862)
Pension reserve (10,202) (10,202) (3,315) (13,517)
Unrestricted Reserves
Income and expenditure reserve - stricted reserve 34,537 0 34,537 34,537
Revaluation reserve 20 20,568 20,568 147 20,715
Total reserves 41,426 0 0 41,426 (6,553) 0 34,873

12
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Appendix C

Statement of Principal Accounting Policies

The following accounting policies have been applied consistently in dealing with items whic
considered material in relation to the financial statements.

Basis of preparation

These financial statements have been prepared in accordance with the St ended
Accounting Practice (SORP) 2015: ‘Accounting for Further and Higher e Financial
Reporting Standards FRS 102 and the 2015-16 Government Financial Reportin eM) issued by

the Scottish Government and in accordance with applicable Account
Accounts Direction and other guidance issued by the Scottish Fundi

Basis of accounting

The financial statements are prepared under the
of certain fixed assets.

onvention, modified by the revaluation

The financial statements do not include theg
College does not exert control or dominant i

expenditure of the Students' Union as the
er policy decisions.

Recognition of income
Income

Income from grants, contr
completion of the contract

ther‘services rendered is included in proportion to the extent of
ncerned. All income from short-term deposits is credited to the

income and expendit 0 in the period in which it is earned.
Recurrent gran 0 tish Funding Council (SFC) are recognised in the period in which they are
receivable.

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

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.

13
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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 an
performance related conditions being met.

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

Land and Buildings
revalued to
of fair value
for land and buildings otherwise Market Value will be used. Th nd at Bran , Alloa and the
Middlefield site has been valued on the basis of Open Market val need to agree the valuation
basis for Middlefield valuation given FBC may be approved soon).

ery 5 years such that the fair
ReM this will be supplemented by

Costs incurred in relation to la
valuation, are capitalised to the e tha

ildings after initial purchase or construction, and prior to
ey increase the expected future benefits to the College.

If a building is brought i id-way through a year the depreciation charge in the first year will be
pro-rated to reflect r onths that the asset was in use.
A review for i fixed asset is carried out if events or changes in circumstances indicate

that the carrying amog@int of any fixed asset may not be recoverable.

Assets‘un o) ction are accounted for at cost, based on the value of architects’ certificates and
ther direct costs, incurred to 31 July 2016 and are not depreciated until they are brought into use.

Freehold land is not depreciated as it is considered to have an indefinite useful life. Freehold buildings

ar preciated on a straight line basis over their expected useful lives.

The expected useful life of buildings can vary from 20 to 50 years as determined by professional opinion
and valuation.

14
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Equipment
Equipment costing less than £10,000 per individual item or grouped items is written off to the
Statement of Comprehensive Income and expenditure account in the year of acquisition. All oth

equipment and vehicles are capitalised and depreciated in accordance with the depreciation policy,

Depreciation
Depreciation is provided to write off the cost or valuation of tangible fixed assets on a strai
over the expected useful lives of the assets. New build campuses at Alloa and Stirli

using a component accounting approach.

i) Buildings

ii) Plant & Equipment

iii) Building improvements

iv) IT Equipment

v) Motor vehicles

vi) Equipment acquired for other projects

vii) Specialist Equipment acquired for Oil and Gas teachi

Depreciation methods, useful lives and residual values:are ewed at the date of preparation of each
Balance Sheet.

Leased assets

Finance Leases

Leases in which the College assu
asset are classified as finance
corresponding lease liabilitie iti ognised at an amount equal to the lower of their fair value
and the present value of t ini lease payments at inception of the lease.

ntially all the risks and rewards of ownership of the leased

Leasing agreements
an asset are treated
and the capit
Assets held

set had been purchased outright. The assets are included in fixed assets
e leasing commitments is shown as obligations under finance leases.
er finance leases are depreciated over their useful life.

rs both land and buildings, the land and buildings elements are considered

ntals are treated as consisting of capital and interest. The capital element is applied to
reduce the outstanding obligation and the interest element is charged to the Statement of
Co ehensive Income in proportion to the reducing capital element outstanding.

Operating Leases

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.

15
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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.

Revaluation reserve

reserve. Additional depreciation charged on the revalued amount of these ass
the revaluation reserve to the Statement of Comprehensive Income together
on disposal.

Detail if valuation method for specific sites to be included within the note

Stocks

Stock is held at the lower of cost and net realisable value. e sary, provision is made for

obsolete, slow-moving and defective stocks.
Cash and cash equivalents

Cash and cash equivalents include sums o t- posits with recognised banks, building
societies and government securities.

Taxation

The College has been entered i

to Scottish Charity Register and is entitled, in accordance with
section 13(1) of the Charitie st vestment (Scotland) Act 2005, to refer to itself as a Charity
registered in Scotland. Th recognised by HM Revenue & Customs as a charity for the
purposes of section 505zin nd Corporation Taxes Act 1988 and is exempt from corporation tax on

e ed when the College has a present or constructive obligation as a result of a past
able that a transfer of economic benefits will be required to settle the obligation and a
can be made of the obligation.

The amount recognised as a provision is determined by discounting the expected future cash flows at a
pre-tax rate that reflects risks specific to the liability.

A contingent liability arises from a past event that gives the College a possible obligation whose
existence will only be confirmed by the occurrence or otherwise of uncertain future events not wholly
within the control of the College. Contingent liabilities also arise in circumstances where a provision
would otherwise be made but either it is not probable that an outflow of resources will be required or
the amount of the obligation cannot be measured reliably.

16
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A contingent asset 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 wholl
within the control of the College.

Contingent assets and liabilities are not recognised in the Balance Sheet but are disclosed in the Q
Agency arrangements

The College acts as an agent in the collection and payment of certain Stu
funds are excluded from the College’s Statement of Comprehensive Income,
disclosed in the notes to the accounts. Where the College has more discretio
specific funds are disbursed, and those funds do not meet the de ion of agency funds, the income
and expenditure relating to those funds are shown in the Coll tatement of Comprehensive
Income.

Foreign currency translation

Transactions denominated in foreign currencies re e rate of exchange ruling at the date
of the transaction. Monetary assets and liabilities minated in foreign currencies are translated into
sterling at the year-end rates. The resulting e e rences are dealt with in the determination of

income and expenditure.

Employment Benefits \
Short term employment bene '& ries and compensated absences are recognised as an
p

expense in the year in whic s render service to the College. Any unused benefits are
accrued and measured as | amount the College expects to pay as a result of the unused
entitlement.

Retirement benef

The two pri al pension schemes for the College are the Local Government Pension Scheme (LGPS)
rs' Superannuation Scheme (STSS).

t Pension Scheme (LGPS)
a pension scheme providing benefits based on final pensionable pay, prior to 1 April 2015

ely from those of the College. Pension scheme assets are measured using market values.
on scheme liabilities are measured using a projected unit method and discounted at the current
rate of return on a high quality corporate bond of equivalent term and currency to the liability.
Contributions to the Scheme are calculated so as to spread the cost of pensions over employees’
working lives with the College. The contributions are determined by an actuary on the basis of triennial
valuations using the Projected Unit Method. Variations from regular cost are spread over the expected
average remaining working lifetime of members of the scheme, after making allowances for future

17
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withdrawals. The amount charged to the Statement of Comprehensive Income represents the service
cost expected to arise from employee service in the current year.

Scottish Teachers' Superannuation Scheme (STSS)
The College participates in the STSS pension scheme providing benefits based on final pensionakb

a defined contribution scheme. As a result, the amount charged to the Sta
Income represents the contributions payable to the scheme in respect of the

Pension Provision

The College has made provision for the enhanced pensions, payab
taken early retirement, for which it is liable. This provision is calc
which take account of the enhancement payable, the age, se

employee. The annual cost of the enhancement is funded provision. The provision is made in
accordance with FRS 102 and any movements are @djust ugh the Statement of Comprehensive
Income.

Derivatives

Derivatives are held on the balance sh a @ e with movements in fair value recorded in the
Surplus or Deficit.
y measured at fair value on the date on which a derivative

Derivative financial instruments are initiall
eq measured at fair value through profit or loss. Derivatives

contract is entered into and

are carried as assets when is positive and as liabilities when the fair value is negative.

The fair value of interestsfa p contracts are determined by calculating the present value of the
estimated future cash s ba n observable yield curves.

Reserves

Reserv e ified as restricted or unrestricted. Restricted reserves include balances where the

don as ignated a specific purpose and therefore the College is restricted in the use of these
n

Change in"accounting policy

ollege is preparing its financial statements in accordance with the 2015 SORP for the first time in
the financial year to 31 July 2016.

Following the conversion to 2015 SORP the College has changed the following accounting policies in the
financial year 31 July 2016.

18
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(b) an explanation if it is impracticable to determine the amounts to be disclosed in (a) ab

For each change we intend to list the following:

(a) to the extent practicable, the amount of the adjustment for each financial statement line item
affected, shown separately:

(i) for the current period;

(ii) for each prior period presented; and

(iii) in the aggregate for periods before those presented; and

)

19
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1. Purpose

To present the Budget Monitoring Report to members for the 12 months to 31* July 2016.

2. Recommendation

That members consider the year to date actual versus projected financial position of the
to satisfy themselves that the College will meet its financial targets for the financial peri
reported and mitigate any risks of not meeting these targets. The informatior
pension and FRS102 adjustments.

3. Background

The purpose of this report is to provide a summary of the,College re e 12 months
ended 31st July 2016 and to highlight the key variances bet actual outturn and reforecast
outturn.

Key Considerations
Income and Expenditure — Actual vs Foreca tt ppendix 1

The breakeven position is £7k lower than th reforecast.

There are a number of variances in ¢ the full year forecast. Significant variances
(greater than £10k) to note are:

Income

e SFC Grant Incom
SFC grant inco
that we drey ore SFC funding (£35k) to cover maintenance work than was originally

etween April and July, given the maintenance grant is allocated on a

his is offset by the corresponding increase in revenue maintenance

mercial training income is £36k lower than the year end forecast. This variance is
as a result of the drop in Commercial course fee income generated by Compex
courses which was £46k below the forecasted total income of £431k for the Academic Year.
his is due to courses being cancelled in the last quarter of the year and the resignation of a
key member of staff.

e Modern Apprentice Income
MA income is £61k higher than forecast. This is due to a £37k increase in SDS income due to
prompt achievement by students and a push by Business Development partners to claim for
milestones achieved. This income was originally budgeted for receipt in AY 16/17 therefore
will impact the 16/17 budget.
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Training charges have also increased by £22k in comparison to the forecast as a result of
SNIPEF and CITB income. A portion of the CITB income is offset by costs within other
teaching costs for amounts due to Historic Environment Scotland in respect of their CITB
stonemasonry apprentices of £16k.

e Other Income
Other income is £36k below forecast as this element relates to the Foundation
Apprenticeships which is not due to commence until AY 16-17.

Expenditure

e Salary costs
Salary costs are £48k lower than forecast in part due to the number of vacancies within
support departments alongside a lower than forecasted fieliday pay accrual.

e Learning & Teaching Exams & Registration Fees
Exams and registration fees are £17k below forecast which is mainly due to underspends in
exam fees such as OCR and other exams of £8k. 4Fhefe hasibeén a reduction in the number
of requests for the College to host examinations for«andidates on behalf of other awarding
bodies which has impacted upon thescostsaSQA €harges were also underspent by £3k as a
result of a slight reduction in SQA student.,numbers.

o Property & FM Costs
Property and FM costs were £24k higherithan forecast. This is primarily due to the £35k
increase in revenue maintenance costs which is covered by the SFC grant. This increase has
been offset by underspends‘inyprotective clothing and in costs for the cleaning contract in
relation to the clinical suite, both of £4k.

e Equipment costs

Overall equipment costs are £20k below forecast. This was in part due to equipment of £5k
which hadbeeny ordered for hospitality in July but was not delivered alongside a £3k
underspend by Creative Industries. There have also been underspends totalling £12k in
majntepance of equipment due to a £3k variance for the department of Care, Health &
Sport due to the second tranche of maintenance not being completed on the gym machines
as\ hew machines were on order. This was coupled with a £5k underspend in hospitality and
af2kiunderspend in salon services.

e\ Marketing & Communication Costs
Overall marketing and communication costs are £19k below forecast. This is mainly due to a
£10k underspend in business marketing costs and a £7.5k underspend in other marketing
costs due to some of the campaigns being on hold due to the launch of the new website.
These campaigns are expected to be picked up in AY 16-17 and will be covered from the
existing 16/17 budget.
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e Printing Costs
Printing costs are £13k below forecast primarily due to Danwood reducing the charge to
compensate for issues with the service during the year which was not included within the
forecast.

e Finance Costs
Overall finance costs are £38k below forecast, mainly due to the £30k financial contingency
budgeted but not required during the Academic Year.

e IT Costs
Overall IT costs are £32k below forecast. This is partly due to an underspend within the
15/16 revenue maintenance budget (£7.5k) which was not foregast and transferred to IT
Costs in quarter 4. AV maintenance, software maintenance and microscomputer support are
also underspent by £9k, £5k and £5k respectively as the forecast costs did'not materialise.

e Other Costs
Overall other costs are £39k below forecast. This is in, part due to Community Planning

Partnership contributions being £15k lower than foreeast duie to the fact that Falkirk and
Stirling Councils have not invoiced sinéepApril 2045 and July 2014 respectively for their
annual contributions. Both Stirling ‘@hd Falkirk“Coeun€ils have confirmed that no further
contributions are required as the initiatives have ended due to budgetary constraints. In
addition, consultancy fees are £22k“below forecast, this is due to a number of factors
including a £6k underspend in IT consultancy due to costs in relation to a project being
delayed, an underspend of,£9k intrespect of specialist fees FRS 102 advice which was not
required and a underspend of €6k in other consultancy fees.

e Student Funding
The final cost willbe allocated to student support once the reconciliation and student

support audit is completed and the required amount of funding is known.

e Grant Received from ALF
Dugstoitheadditional funding announced by SFC for capital of £497k, we have drawn down
£339k of this to cover New Falkirk costs that have been incurred to the end of July 2016.
Dueito this announcement the drawdown of the grant from the ALF has not yet been
required.

Balance Sheet — Appendix 2

Fixed Assets

There have been additions of £155k to fixed assets all of which have been funded by Capital
Grant. These additions have been offset by the cumulative depreciation charge for the current
academic year. Middlefield land was revalued as a result of the piling work required and the full
amount of the reduction (£1,650k) was charged to the revaluation reserve.
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Current Assets

e Trade Debtors — Appendix 3
Trade debtors have decreased by £21k in comparison to the prior year, the decrease falls
mainly within the 31-60 days ageing. The variance is as a result of the timing of sales
invoices being raised and payments received in comparison to the prior year.

e Prepayments and Accrued Income
Prepayments and accrued income have decreased by £88k comparison to the prior year.
This is due to accrued income increased by £40k due an increase ingificome duefrom SNIPEF
and CITB for training completed by students (£32k) and some other small increases{£8k).

There is also a £55k increase in prepayments as a result of an exercise conducted during the
year to identify all costs that span an academic year tafensure the appropriate portion of
cost is captured in the relevant year.

e Cash and Bank
The Scottish Public Finance Manual requires that®™we, doynet draw down any funding in
advance of need therefore there is now tighter/control over the cashflow and funds held by
the college. SFC is also monitoring our cash position more closely and requires additional
explanations for the drawdown each manth.

The main movement in the College eash balance is the £678k decrease in the current
account in comparison to the prior year: In addition, there have been a number of New
Falkirk related costs which the College has not yet drawn down funding from the ALF to
cover.

Current Liabilities

e Trade Creditors
Overall tradé®€reditars have increased by £94k in comparison with the prior year. This is
largely as a resultof timing of creditor invoices received.

e Takation & Social Security
The,increase in the July liability is due to an increase in salaries during 15/16 and a loss of
rebateywith regard to MAs to which the college was previously entitled to claim.

e, Accruals
Overall accruals have decreased by £193k in comparison to the prior year. Thisis in part due
to a lower holiday pay accrual (£164k decrease), a lower pension charge accrual by £36k
offset by an increase in accruals made for New Falkirk costs and purchase ledger invoices.

e Deferred Income
The balance of £284k is made up of funding received from SFC and invoices raised in a prior
year for courses to be undertaken in AY 16-17.
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Other Creditors
The balance of £150k is due to the Barclays loan.

Revaluation Reserve

along with the revaluation for Middlefield land of £1,650k.

The £2,152k movement is due to the in-year depreciation charge for revalued assets o %

Revenue maintenance — Appendix 4

These grants are awarded on a fiscal year basis i.e. April to March eac
covers the period April 16 to March 2017. The balance of £231k
August 16 to March 17.

Capital Grant — Appendix 5

These grants are awarded on a fiscal year basis i.e. April to
covers the period April 16 to March 2017. The remaini
and March 17.

New Falkirk Costs — Appendix 6

We have allocated £200k of the reven nance grant from the FY 15-16 budget and

funding by SFC during FY 16-17
current academic year of £1,7 Th

dget following the announcement of additional
costs relating to the new Falkirk Campus in the
costs will in the first instance be covered by the

net depreciation (£608k).

)
4. Financial Implication
The variances i is r t mostly represent underspends in certain cost categories.

5. Equalities

Assessment infPlace? — N/a

icate on the matrix below the risk score. Risk is scored against Impact and Likelihood
ery Low through to Very High.

Likelihood Impact
Very High
High X
Medium
Low X
Very Low
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Please describe any risks associated with this paper and associated mitigating actions — Any
loss of commercial income or unbudgeted costs could result in the failure to deliver operational
surpluses to support on-going operations and the new estate. Also unplanned deficits could
result in a Resource budget overspend which is not acceptable to SFC/SG.

Risk Owner — Alison Stewart Action Owner - Irene Andrew
7. Other Implications - O

Please indicate whether there are implications for the areas below.
Communications — No

Health and Safety — No

Paper Author - Fiona Lovell SMTO 'son Stewart

\
)
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Income and Expenditure Forth Valley College

For the period ended July Yearend

Full Year Q3 Full Year
Actual Reforecast Variance
£'000s £'000s £'000s

Income

SFC Grants 20,727
Loan Grant Release 186
Tuition Fees 1,484
HEI Tuition Fees 1,606

International Income

Evening Provision 2
Commercial Training Income (36)
Modern Apprentice Income 61
Catering and Hospitality Income (5)
Other Income (36)
Bank Interest (1)
Total Income 29
Expenditure
Salary Costs (22,297) 48
Staff Related Costs (397) 11
Learning and Teaching Materials (692) (2)
Learning and Teaching Exams and Registration Fe (486) (503) 17
Learning and Teaching Student Support (25) (32) 7
Learning and Teaching Other (241) (245) 4
Catering and Hospitality Costs (678) (669) (9)
Property and FM Costs (1,661) (1,637) (24)
Equipment Costs (160) (181) 20
Marketing and Communicatio sts (237) (256) 19
Printing Costs (306) (318) 13
Finance Costs (425) (463) 38
Governance Costs (156) (152) 4)
IT Costs (310) (342) 32
Telecomms Cos (88) (84) (5)
Other Costs (122) (161) 39
Total Expendi (28,226) (28,428) 202
Rech e
Exter Recha s 3 (1) 4
Intern echarges 0 (] (0]
iture 3 (1) 4
urpl eficit) 1,357 1,122 235
Student Support Funded by College (0] (45) 45
0] 0] (o]
SFC Revenue Maintenance Grant 382 43 339
New Falkirk Campus (1,739) (1,749) 11
Grants received from ALF 0 638 (638)
Surplus/(Deficit) [0] 7 (7)
Appendix 2
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Balance Sheet FORTH VALLEY COLLEGE

At July Yearend

Balance at Balance at
31st July 2015
£'000 £'000

Fixed Assets
Tangible Assets

Current Assets

Stocks

Trade Debtors

Prepayments & Accrued Income
Cash 926 1,609 682
Total Current Assets 2,433 3, 612

Current Liabilities

Trade Creditors 157 (94)
Other taxation & social security 451 (54)
Accruals 1,376 193
Deferred income 302 18
Other Creditors 548 398
Total Current Liabilities 2,835 461
Net current assets/(liabilities) 59 210 151
Long term Liabilities
Pension Provision 8,698 8,698
Loan Provision 4,065 4,216 151
Net Pension Asset/Liability 13,517 13,517
Total Long term Liabilities 26,279 26,430 151
TOTAL 31,185 34,874 3,689
Deferred Capital Grants
Deferred Capital Grants 31,031 32,462 1,431
Reserves
Pension Reserve (13,517) (13,517)
General Reserve (4,787) (4,787)
Currentyear (sur (105) 105
e 18,563 20,715 2,152
154 2,412 2,258
31,185 34,874 3,689
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Appendix 3

Trade Debtors

As at 29th July 2016

At 29th July 2016 At 31st July 2015

Organisation Student Organisation Student

409,640 (5,073) 404,568  88% 365,493 (12,014) 65%
31 - 60 days 27,275 (3,423) 23,852 5% 54,954 (8,274) 115,041 24%
61 - 90 days 2,504 (1,605) 899 0% 1,466 (3,044) 15,054 3%
91 - 120 days 1,737 (708) 1,029 0% 667 (765) 15,595 3%

21,178 4%
480,345

121+ days 1,880 26,282 28,164 6% 5,252
443,036 15,474 | 458,512 7,831 (7,418)
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1. Purpose
To present the final Resource Return for Fiscal Year April 2015 to March 2016 to members.
2. Recommendation

Members note the final Resource Return Outturn for FY 2015-2016 and note that the Ré Q
Return and Review Certificate was submitted to SFC by the Director of Finance.

3. Background

Further to the reclassification of Colleges in Scotland to being an ar
the College is now required to submit government returns based on t
to March each year. The Resource Return is submitted a measu

. The College can generate
pend results in a build up

Resource cover for the College is, effectively, the SFC Gra
further resource cover through commercial activity. Reso
of cash that gets frozen if not expended. To counte :
Arm’s Length Foundation into which cash surpluses tly transferred.

th March 2016 was submitted to the
ximity of the submission deadline to the
ue in September and includes transactions

A draft resource return (Q4/3) covering t

Scottish Funding Council in April. Due to the‘close

SFC has issued Colleges iew icate, to be completed by the Director of Finance.
The completion of this cer te e es that there is no requirement for an independent audit
of the resource retur or s review certificate work require to be independently
audited.

4. Movementb 4/@and Q4/3 Submission

The m ween the Q4/3 submission in April 2016 and the final submission in
September 2026, is a minor adjustment against accruals and the accrued grant from the Forth
llege Foundation of £11k and the incorporation of pension valuation adjustments.

nnounced the sector has been allocated a further cash resource cover for “net
reciation” for the fiscal year April 2015 to March 2016. This also has an effect on the
financial results. Utilisation of this resource cover results in an operating deficit in a College’s
published Income and Expenditure Account at 31 July 2016.

Resource underspend
The College is reporting a resource underspend in relation to the Scottish Government’s

Resource Department Expenditure Limits (DEL) of £144k which is equates to the loan
repayments they made during the year.
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6. Revaluation of Assets

At the time of submitting the Reource Return Outturn the revaluation of Middlefield had not
been carried out. It was anticipated there would be an impairment of the asset due to sit
investigation works which identified significant issues with the land which would re
abonoral piling for the new campus. | was consisered that as the issue was identified pos
2016 there was no requirement to include the impairment in the final Q4/4 ret
This was noted on the Review Certificate submitted to SFC.

7. Equalities

Assessment in Place? — Yes [ No [ Non-Applicable X

8. Risk

Likelihood Impact

Very High
High
Medium X X
Low
Very Low

Please describe any risks associated aper and associated mitigating actions
Risk is that underspend of budgets could result in reductions in future funding.

Risk Owner — Alison St t Action Owner - Irene Andrew

9. Other Implica

Please indi m there are implications for the areas below.

s—Yes [1 No Health and Safety — Yes [ No X

per Author — Alison Stewart SMT Owner — Alison Stewart
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ANNEX A1
Resource Budget Control - College Quarter 4 Month 3 Resource Return for April 2015 to March 2016
College Name Forth Valley
College Contact Irene Andrew
Enter YTD Actual and Forecast outturn in blue shaded cells
Year to Date

HMT Budget | Actual |Variance

Resource

Classification £000 £000 £000 %
Income
SFC Grant Cash 21151 21329 178 1
FE/HE Childcare 102

Student Support: Bursary
Student Support: Discretionary

Profit or (loss) on disposal of non current
asset

Other Income

UHI HE Funding (UHI colleges only)

Total Income

Expenditure

Wages and salaries RDEL

(Gross) Operating costs RDEL

FE/HE Childcare RDEL

Student Support: Bursary RDEL

Student Support: Discretionary RDEL

Bad Debt RDEL

Utlllsapon of pre 31 March provisions RDEL

(negative)

Donation to ALF RDEL

Total Expenditure

Under/(overspend) on Resource Budget |RDEL

Capital DEL

SFC Capital Grants (negative) CDEL

Income from disposal of non current assets
X CDEL

(negative)

Other external income(negative)

Receipt from ALF (negative) EL

Capital additions to non-current assets DEL

Under/(overspend) on Resou ©

Ring Fenced RDEL

Depreciation 2422 2382 -40 -2

Deferred Capital Grant Release 1754 e 15 1
- Ring-fenced

Amortisation RDEL 0 0 0 0

Ring-fenced
Impairment not as AME) RDEL 0 @ 0 o
. Non Cash

T ing Fence EL Resource 668 613 55 3

A

Provisions (where agreed as AME) AME 0 0 0 0
ing pension liablity AME 0 -488 -488 0

epreciation on assets funded by capital AME

grants from Private sector/donations/lottery 0 0 0 0

Impairments (where agreed as AME) AME 0 615 615 0

Total AME 0 127 -127 0




Annex 1

Resource Return Review Certificate to the Scottish Funding Council

2015 - 2016: Assurance Statement for the Resource Return
| can confirm that | have reviewed the required assurances within my college in accordance
with the schedule of review at Annex 2.

Based on that review, there are matters which require the resource return to be e
detailed below and which have been incorporated in the revised 31 March 201 @ e

return attached to this document

A list of the items to be adjusted using the same description as used'@n the resource return
should be entered here together with the value (£).

Other Income: Reduction in grant from ALF to FVC

Operating Costs: Reversal of accrued c by

Pension Valuations: Based on valuation at
Revaluation of Assets: Valuation repo anding at this date, however as at 31° March

2016 there was nothing to indicaté an pment of assets. Possible impairment of the
land at Middlefield has beenliden d in July 16 and will be reflected in the 2016/17

Resource Return.

Name Alison Stewart
ctor of Finance
September 2016
Forth Valley College
to gmap-returns@sfc.ac.uk by 09 September 2016

et
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Forth Valley College
Programme of Finance Committee Business

Nov-16 Mar-17 Jun-17 Sep-17
1 Apologies for absence v v v v

2 Declarations of interests v v v v

FOR APPROVAL
3 Minutes of previous meeting v v v v
4 Maters Arising v ./Q

<
<

Student Association Accounts & Budget
Accounting Policies

Resource Return 2016/17 (Q4/4)
Annual Accounts

Procurement Strategy

Resource Return 2016/17 (Q4/2)
Transfer to Forth Valley College Foundation v
Tuition Fees & Fee Waiver Policy

Budget 2017/18

Treasury Management Strategy 2017/18

<

FOR DISCUSSION

Forecast Outturn 2016/17 @ January 2017 v
Forecast Outturn 2016/17 @ April 2017 v
Forecast Outturn 2016/17 v

Review of Risk
Any other competent business

FOR INFORMATION
Programme of Committee B
Budget Monitoring - 201 Qtrl 201

Budget Monitoring - 2016
Budget Monitorin 7

<

<
<
<
<

<
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