
1 
 

Policy Name Financial Regulations 

Policy Category Finance 

Policy Number F4 

Officer Responsible Head of Housing and Corporate Services 

Application LHA Group 

Date to Audit-Sub Committee and 
Board of Management  

19th February 2018 

Next Review Date February 2022 

 
INTRODUCTION 
 
The Financial Regulations Policy forms part of the overall system of financial, 
governance and management control of the Association. It translates into practical 
guidance the Association’s overall policies demonstrating sound financial control and 
the ability to deliver good outcomes for both tenants and service users. 
 

This Policy takes into account the Scottish Housing Regulator’s (SHR) Framework on 
the Regulation of Social Housing in Scotland – notably Chapter 5 on Regulatory 
Standards of Government and Financial Management. 
 
Due to the charitable status of the Association there is also a requirement to adhere 
to the Office of Scottish Charity Regulator (OSCR) guidelines and recommendations. 
 
This policy addresses the principle business risks of; 
 

• Failure to meet legislative requirements leading to loss of reputation, censure 
by auditors and possible sanctions imposed by the Scottish Housing Regulator 
(SHR) and/or OSCR. 

• Loss of control over financial systems and assets leading to possible fraud and 
loss of money. 

• Failure to budget and control cash leading to insufficient cash being available 
to meet expenditure. 

• Failure to meet the covenant requirements of the lenders.  
 
BOARD OF MANAGEMENT  
 
The Board of Management must:- 
  

• Ensure the Association operates as economically, efficiently and effectively as 
possible within the Association’s overall objectives and business plan. 

 

• Safeguard the assets of the Association. 
 

• Aim to operate an efficient organisation ensuring rents charged are kept to a 
minimum for tenants whilst ensuring the viability of the Association so that it 

has the ability to achieve the objectives set out in the business plan. 
 

• Be in control of the Association’s finances and ensure the expenditure of the 
Association is covered by income from all sources. 

 

• Ensure that the Association complies with the SHR code of audit practice 
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• Ensure that annual Audited Accounts and all statutory returns are completed 
within the required time period. 

 

• Ensure that effective financial control systems are in place and that a 
Statement of Assurance is produced annually. 
 

• Ensure that the financial covenants to the lenders are adhered to. 
 
AUDIT-SUB COMMITTEE 
 
The ongoing monitoring of the Association’s financial position and financial control 
systems is undertaken by this committee.  This committee will report to the Board of 
Management on a quarterly basis. 
 

• The Audit-Sub Committee must:- 
 

• Examine annual budgets and recommend their approval to the Board of 
management ensuring that annual budgets are in line with the agreed longer 
term plans of the Association. 

 

• Review performance on a regular basis through quarterly management 
reports. 

 

• Oversee the Association’s investment and borrowing strategies. 
 

• Review banking arrangements and authorised signatures as required. 
 

• Make recommendations to the Board on debt recovery from owners and former 
tenants. 

 

• Be responsible for identifying and approving appropriate performance 
measures for internal and external audit and for monitoring their 
performance. 

 

• Ensure that the Board of Management has adequate information to enable it 
to discharge its financial responsibilities. 

 

• Consider any other matters relevant to the financial duties of the Board of 
Management and make recommendation accordingly. 

 

• Be satisfied that the necessary procedures are in place to allow the Board of 
Management to give an annual statement of assurance in respect of financial 
control systems. 

  
ROLES AND RESPONSIBILITIES 
 
Chief Executive Officer (CEO) 
 
The CEO has delegated responsibility from the Board of Management for the strategic 
and operational management of the Association.  The CEO must assist the Board in 
determining the strategic objectives of the Association and promote the achievement 
of each objective through the effective deployment of the Association’s resources. 
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Head of Housing and Corporate Services (HOHCS) 
 
The HOHCS, supported and advised by the Association’s Financial Agent, is 
responsible to the CEO for the administration and control of the Corporate 
Department.  Responsibilities include: 
 

• Assisting the Financial Agent in Long Term Financial Planning; 
 

• Co-ordinating and preparation of the Annual Budget and monitoring of 
income and expenditure against agreed budgets; 

 

• Preparing and submitting the required returns for the SHR and other 
statutory bodies; 

 

• Liaising with the Association’s internal and external auditors and ensuring 
appropriate annual plans and timetables for audit are in place; 

 

• Assisting the Financial Agent in preparation of the Management Accounting 
Reports for the Board of Management on a quarterly basis; 

 

• Assisting the Financial Agent with the preparation of the Annual Accounts 
and other financial statements and accounts which the Association is required 
to submit to other authorities; 

 

• Ensuring the requirements of the Regulatory bodies are obeyed concerning 
the requirements for the Association to keep proper books and records; 

 

• Implementing and operating the Treasury Management Policy of the 
Association. 

 

• Monitoring and supervision of the day to day running of the Association’s 
finances; 

 

• Maintaining efficient systems of financial control and reporting; 
 

• Arranging adequate Insurance cover for the Association; 
 

• Ensuring the required reports are submitted to the lenders in accordance with 
loan agreements; 

 
EXTERNAL AUDIT 
 
The primary role of external audit is to report on the financial statements and to 
carry out such examination of the statements and underlying records and control 
systems as are necessary to reach their opinion.  The duties will be in accordance 
with advice set out in the Code of Audit Practice and Auditing Practices Board 
Auditing Standards.  
 
Each year the Audit-Sub Committee will review the effectiveness of external audit 
and, provided the auditors’ work is of sufficiently high standard, communication is 
effective and their service is reasonably priced, should recommend that the Board of 
Management re-appoint them.  A tendering exercise should be carried out at regular 
intervals. 
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The appointment of external auditors will take place annually at the AGM and it is 
the responsibility of the Board of Management to make recommendations following 
the advice of the Audit-Sub Committee. 
 
At a meeting prior to the Annual General Meeting final audited accounts are to be 
submitted to the Board of Management for approval and thus enabling audit opinion 
be signed at a meeting prior to the Annual General Meeting.  
 
Final audited accounts are to be adopted at the Annual General Meeting.  These 
accounts should be signed and submitted to SHR with six months after the end of 
the financial year along with The Management Letter from the auditors. 
 
INTERNAL AUDIT 
 
The internal auditor is appointed by the Board of Management on the 
recommendation of the Audit-Sub Committee. 
 
The main responsibility of internal audit is to provide the Board of Management and 
the Management Team with assurances on the adequacy of the internal control 
system. 
 
The internal audit service remains independent in its planning and operation and 
has direct access to the Board, Audit- Sub Committee and the Management Team. 
 
The internal auditor will comply with the Auditing Practices Board’s auditing 
guidance. 
 
Internal auditors will work on a three year cycle of planning and control and a regular 
review of their services will be undertaken by the Audit-Sub Committee with a view 
to re-tendering the process if thought to be appropriate. 
 
FINANCIAL PLANNING 
 
In conjunction with the Management Team and the Association’s Financial Agent the 
HOHCS is responsible for preparing financial plans for approval by Board of 
Management and for preparing long term forecasts for at least the period required by 
the Scottish Housing Regulator and the Association’s Lender. Financial plans should 
be consistent with the strategic plans and development strategy approved by the 
Board of Management. 
 
BUDGET PREPARATION 
 
The HOHCS is responsible for drawing up the annual budget timetable and ensuring 
that a revenue and a capital budget is prepared annually for consideration by the 

Audit-Sub Committee before submission to the Board of Management.  
 
The financial year will run from 1st April to 31st March each year. 
 
Preparation will commence in September each year and the process will run 
concurrently with the rent setting process. 
 
Estimates of income and expenditure shall be prepared after consultation with all 
relevant staff members.  
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The budget is to include all activities of the Association and take into account all 
anticipated income and expenditure. 
 
The Budget is to be discussed by the Management Committee in February or March 
and will be approved in March each year. 
 
Once approved, the Budget is to be used as the basis for authority to incur 
expenditure under individual headings up to agreed levels as set out in the Delegated 
Authority Policy.   
 
The Office Bearers of the Association will have delegated power to authorise 
payments outwith the Annual Budget. 
 
Any amendments to the annual budget have to be approved by the Board of 
Management. 
 
MAJOR REPAIR AND COMPONENT REPLACEMENT PROGRAMME 
 
The Association will carry out a rolling stock condition survey ensuring that all 
properties are surveyed at least once every five years.  This task will either be 
performed either by an appropriately qualified external consultant or in-house by an 
appropriate qualified member of staff.  The results of this survey will inform the 
planned maintenance replacement programme of the association over the next thirty 
years and will also ensure compliance with the Scottish Housing Quality Standard 
(SHQS), the Energy Efficiency Standard for Social Housing (EESSH), and any other 
property standards as set by the Scottish Government through legislation. 
 
An annual major repair replacement and cyclical maintenance programme will be set 
each year in conjunction with the Head of Asset Management, HOHCS and the CEO.  
Details of this annual programme will be presented to the Board as part of the annual 
budget setting process. The work to be carried out each year will be based on the 
recommendations within the stock condition survey and will also be subject to Board 
approval. 
 
The programme will also depend on there being adequate cash flow to support the 
expenditure and moreover should not cause the Association to breach its covenants 
with the bank. 
 
The Head of Asset Management is responsible for preparing quarterly reports on the 
progress of expenditure each quarter for the Board of Management. 
 
BUDGETARY CONTROL 
 
The control of income and expenditure within an agreed revenue budget is the 
responsibility of the designated budget holder who must ensure that monitoring is 

undertaken effectively. 
 
The progress of the income and expenditure and any variations against budget will 
be reported on a quarterly basis to the Audit-Sub Committee. However, to ensure 
closer scrutiny it may be decided that more frequent reports on certain items of 
income and expenditure are necessary.  
 
Where it is necessary to incur expenditure which is essential to meet an immediate 
need the procedure is defined in the Delegated Authority Policy. 



6 
 

 
Any new proposal, not allowed for under the existing budget, which would involve 
the incurring of additional net expenditure during the period for which the Board 
had already approved a budget or programme of capital expenditure, shall be 
accompanied by a special report to the next meeting. 
 
The HOHCS shall keep the Audit-Sub Committee informed, each quarter, as to the 
state of the Association’s finances, and the Financial Agent shall report on the 
Statutory Accounts each financial year within five months of the financial year-end 
and provide SHR with audited year end Accounts within six months of the year end. 
 
ACCOUNTING POLICIES 
 
Basis of Accounting 
 
The financial statements are prepared on the historical cost basis of accounting and 
in accordance with applicable accounting standards. 
 
Format of accounts 
 
The accounts are to prepared following the format as set out within the Charities 
SORP (Statement of Recommended Practice) FRS102 that applies the Financial 
Reporting Standard applicable in the UK and Republic of Ireland.  
 
Accounting Returns 
 
The HOHCS is responsible for preparing and dispatching financial returns and other 
periodic financial reports to the Financial Services Authority, the Scottish Housing 
Regulator, the Office of the Charity Regulator, the Funders and other agencies as 
required. 
 
Accounting Records 
 
The HOCS is responsible for the retention of financial documents.  These should be 
kept in a form acceptable to the relevant authorities. 
 
 In the keeping of records the Association will comply with the current Data 
Protection requirements and the Corporate Services Co-ordinator will ensure that 
the entry in the Register is updated annually. 
  
INCOME AND BANKING 
 
The HOHCS is responsible for 
 

• ensuring that appropriate procedures are in operation to enable the 

Association to receive all income to which it is entitled; 
 

• the prompt collection, security and banking of all income received; and 
 

• ensuring that all housing association grants are claimed through the 
government HARP (Housing and Regeneration Programme) system and 
appropriately recorded in the Association’s accounts. 
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Where the Association accepts card payments for transactions the HOCS will ensure 
that is compliant with Payment Card Security Standards.  (The payment card 
industry Data Security Standards (PCI DSS) are a set of standards which aim to 
ensure that all merchants accepting card payments are conducting business in a 
secure manner.)   
 
BANKING ARRANGEMENTS 
 
The HOCS is responsible for liaising with the Association bankers in relation to the 
Association’s bank accounts and the issue of cheques and the making of payments.  
All cheques shall be ordered on the authority of the HOCS who shall make proper 
arrangements for their safe custody. 
 
Only the HOHCS or the CEO, with the knowledge and approval of the Audit-Sub 
Committee, may open a bank account for dealing with the Association’s funds.  All 
bank accounts shall be in the name of the Association. 
 
Details of authorised persons and limits for all types of payments including BACS 
shall be provided for in the Association’s Authorised Signatories Policy. 
 
The HOCS is responsible for ensuring that all bank accounts are subject to regular 
reconciliation and independent review. 
 
CASH RECEIPTS 
 
All monies received within the department from whatever source must be recorded 
and posted on to the system by the Corporate Services Department on a daily basis 
together with the form in which they were received.  An authorised receipt of the 
Association should be issued for all rent and owner payments and for all other 
cash/cheques/card payments received. 
 
Daily cash income collection sheets must be completed and reconciled on a daily 
basis.  
 
Custody of all cash holdings must comply with the requirement of the Association’s 
insurers. 
 
The petty cash float kept by the Association is to be reconciled to the respective 
nominal ledger analysis code on a monthly basis. 
 
RENT ACCOUNTING AND OTHER CHARGES 
 
The CEO will be responsible for setting rents as directed by the Rent Policy. 
 
The timetable for the preparation, approval and consultation for the annual rent 

setting review process is detailed in the Association’s Rent Policy and will be 
implemented with effect from 1st of April each year. 
 
The Housing Officers will monitor the day to day running of  the Rent Account and 
other charges ensuring that; 
 

▪ there is regular reconciliation of the systems detailing  void losses, 
arrears and technical arrears are completed; 
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▪ the relevant reports on performance monitoring and other issues are 
updated; 

 
▪ the calculation and notification of annual increases to interested parties 

as approved by the Board of Management is completed correctly; 
 

▪ ensuring posting of income, refunds,  and adjustments; and 
 
▪ Copies of any adjustments to rent accounts must be kept on file as part 

of the end of period reconciliation and are authorised on a regular basis 
by either the CEO or the HOHCS. 

 
THE COLLECTION OF DEBTS 
 
The HOHCS should ensure that: 
 
Debtors’ invoices are raised promptly in respect of income due to the Association 
 
Swift and effective action is taken to collect overdue debts in accordance with the 
Association’s financial procedures. 
 
WRITE OFF OF ARREARS AND DEBTS 
 
Requests to write off debts must be referred in writing to the CEO and the HOHCS 
for submission to the Audit-Sub Committee. The Association has a separate policy 
on the selection of debts for write-off. 
 
STOCKS AND STORES 
 
The Corporate Services Co-ordinator has overall responsibility for establishing 
adequate arrangements for the custody and control of stationery stores within the 
organisation.   
 
On a day to day basis the Receptionist/Corporate Services Assistant(s) have 
responsibility for ensuring that stationery stores are kept under control.  
 
AUTHORITIES 
 
The HOCS shall maintain a register of authorised signatories including limits.  Any 
changes to the authorities to sign must be notified to and approved by the Audit- 
Sub Committee. 
 
PROPERTY REGISTER 
 
The acquisition of land or properties, as part of the Association’s Development 

programme, will require the authority of the Board. 
 
The disposal of any land or housing will require the approval of the Board, prior to 
applying for formal approval from the Scottish Housing Regulator. 
 
A Property Register will be maintained recording an adequate description for each 
house owned in terms of address, location, number of rooms and current rent. 
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In line with the introduction of Component Accounting specific component repairs 
must be documented against each property annually. 
 
ASSET REGISTER 
 
An inventory of assets shall be maintained recording an adequate description of 
equipment and fittings owned by the Association. 
 
Rates of depreciation for the different categories of Fixed Assets will be set in line 
with the accounts policy set out in the Association’s Annual Accounts. 
 
The Manager within each Department will ensure that property and equipment 
within their control is maintained in good working order, reporting faults directly to 
the Office Co-Ordinator. 
 
The Association’s property shall not be removed other than in the ordinary course of 
the Association’s business, or used other than for the Association’s purposes. 
 
The HOHCS shall be responsible for maintaining the Asset Register, ensuring all 
additions and disposals have been recorded during the year. 
 
 
INSURANCES 
 
Insurance for all property and the Association’s assets is the responsibility of the 
HOHCS who will ensure that adequate cover is maintained. 
 
Officers shall give prompt notification to the HOHCS of all new risks, properties or 
assets which require to be insured and of any alterations affecting existing insurance 
policies. 
 
All officers shall forthwith notify the HOHCS of any loss, liability or damage or any 
event likely to lead to a claim. 
 
The CEO will be responsible for ensuring that all parties contracted by the 
Association have Public Liability and/or Professional Indemnity Insurance cover in 
place. 
 
All staff using their own vehicles on behalf of the Association shall maintain 
appropriate insurance cover for business use.  A copy of the insurance policy shall 
be presented to the Corporate Department on an annual basis. 
 
ORDERS 
 
Official orders shall be issued for all work, goods or services to be supplied to the 

Association except for suppliers of public utility services of for periodic payments 
such as rent or rates. 
 
On any occasion an order cannot be issued a cheque or credit card request form 
must be completed and approved and signed by designated Officers 
 
Orders are to be approved and signed only by designated Officers. 
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Levels of authority to commit expenditure for Works/Goods are detailed in the 
Delegated Authority Policy.  The appropriate procedures for tender returns must be 
observed. 
 
EXPENDITURE 
 
Only Designated Officers have authority to incur expenditure. 
 
Designated Officers can only incur expenditure for which they are responsible as 
outlined in the Delegated Authority Paper. 
 
No expenditure, capital or revenue, shall be incurred without adequate provision in 
the budget, unless otherwise approved by the Board.  
 
The Designated Officer responsible for issuing orders must examine, verify and 
certify related invoices, contract  certification  and any other payment vouchers 
arising from his/her section. 
 
Before any payment is made the Designated Officer shall have satisfied him/herself 
that: 
 

• the work, goods or services to which the original order related has been 
received, carried out, examined and approved; 

 

• the price is correct; 
 

• the account has not previously been passed for payment; 
 

• whereupon the Designated Officer will sign the relevant invoice and pass 
to the Corporate Department for payment; 

 

• Payment will only be made  using the procedures set out in the delegated 
Authority Policy; and 

 

• Where possible all payments will be made by funds transfer through 
business online with the Association’s bank, but where this is not 
possible then a cheque will be issued and signed by authorised 
signatories. 

 
 
SALARIES AND EXPENSES 
 
All annual salary increases must be approved by the Board of Management. 
 
The HOHCS is responsible for all payment of salaries to all staff and is delegated to 

the Corporate Services Co-ordinator on an operational basis. 
 
All Association staff will be appointed to salary scales as generally laid down by 
Employers in Voluntary Housing (EVH) conditions of service unless otherwise 
approved by the Board of Management. 
 
Staff are paid via funds transfer through business online on the last Friday of each 
month. 
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Overtime will not normally be paid by the Association.  The  CEO may authorise 
time to be taken off in lieu of work undertaken out with normal office times. In 
exceptional  circumstances payment of overtime may be made following 
authorisation by the CEO. 
 
All claims for payment of subsistence, allowances, travelling and incidental expenses 
shall be completed in the form produced annually by the Corporate Department. 
 
Claims by members of staff must be certified by the relevant line manager and taken 
to mean that the journeys were authorised, the expenses properly and necessarily 
incurred and that the allowances are properly payable by the Association. 
 
Board and staff expenses will be paid in line with the Subsistence Policy of the 
Association.  This will be reviewed on a regular basis. 
 
TREASURY MANAGEMENT (INVESTMENTS AND BORROWINGS) 
 
The Audit-Sub Committee is responsible for recommending to the Board a treasury 
management policy statement setting out the policies for cash management, long 
term investments and borrowings.   
 
All executive decisions concerning borrowing, investment or financing shall be 
delegated to the Audit-Sub Committee for consideration and for making the required 
recommendations to the Board.  All borrowings and investments shall be in the name 
of the Association and shall conform to any relevant SHR requirements.  The HOHCS 
is required to act in accordance with the Association’s treasury management policy 
as approved by the Board. 
 
 
PERFORMANCE STANDARDS 
 
The Scottish Housing Regulator (SHR) requires the Annual Return on the Charter 
(ARC) to be submitted annually which allows monitoring, assessing and reporting 
of each landlord’s progress toward the standards and outcome in the Scottish 
Governments Social Housing Charter. This return should be provided to the Board 
for approval before submission to the SHR by its due date.  
 
 
 
 
 
 
            
  

  
 


