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1 INTRODUCTION
1.1 General

These Standing Financial Instructions (SFlIs) are issued in accordance with the Financial
Directions issued by the Scottish Ministers under the provisions of the National Health Service
(Scotland) Act 1978, the National Health Service (Financial Provisions) (Scotland) Regulations
1974, Section 4, together with the subsequent guidance and requirements contained in The
Health Act 1999, NHS Circular No 1974 (GEN) 88 and Annex, and NHS MEL 1994 (80) for the
regulation of the conduct of the Board, its members and officers, in relation to financial matters
they shall have effect as if incorporated in the Standing Orders (SOs) of the Board.

These SFls detail the financial responsibilities, policies and procedures to be adopted by the
Board. They are designed to ensure that its financial transactions are carried out in accordance
with the law and Scottish Government policy in order to achieve probity, accuracy, economy,
efficiency and effectiveness. They should be used in conjunction with the Reservation of Powers
to the Board (Standing Orders Section 20 a)) and the Scheme of Delegation adopted by the
Board.

These SFls identify the financial responsibilities that apply to everyone working for the Board.
They do not provide detailed procedural advice. These statements should therefore be read in
conjunction with the detailed departmental and financial operating procedures.

Statutory Instrument (1974) No 468 requires NHSScotland Finance Directors to design,
implement and supervise systems of financial control and NHS Circular 1974 (Gen) 88 requires
the Hospital's Director of Finance and eHealth (“Finance Director”) to:

e Approve the financial systems.

e Approve the duties of officers operating these systems.

¢ Maintain a written description of such approved financial systems, including a list of specific
duties.

As a result, the Finance Director must approve all financial procedures. Should any difficulties
arise regarding the interpretation or application of any of the SFls then the advice of the Finance
Director must be sought before acting. The user of these SFls should also be familiar with and
comply with the provisions of the Board’s SOs.

Failure to comply with SFls and SOs is a disciplinary matter that could result in dismissal.

1.2 Interpretation

Any expression to which a meaning is given in Health Service legislation, or in the Financial
Directions made under the legislation, shall have the same meaning in these instructions.
Wherever the title Chief Executive, Finance Director, or other nominated officer is used in these
instructions, it shall be deemed to include such other director or employees who have been duly
authorised to represent them.

Wherever the term “employee” is used, and where the context permits, it shall be deemed to
include employees of third parties contracted to the Board when acting on behalf of the Board.
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1.3 Responsibilities and Delegation
The Board exercises financial supervision and control by:

a) Formulating the financial strategy with due regard to Remobilisation Plans.

b) Monitoring performance against plans and budgets by regular reports at Board
meetings.

c) Requiring the submission and approval of budgets within resource limits.

d) Defining and approving essential features in respect of procedures and financial
systems.

e) Defining specific responsibilities placed on directors and employees as indicated in the
Scheme of Delegation document.

The Board has resolved that certain powers and decisions may only be exercised by the Board in
formal session. These are set out in the “Reservation of Powers to the Board” (Standing Orders
Section 20 a)).

The Board will delegate responsibility for the performance of its functions in accordance with the
Scheme of Delegation document adopted by the Board.

The Chief Executive of the NHS in Scotland shall appoint an Accountable Officer, accountable to
the Scottish Parliament for the proper use of public funds by the Board. The Chief Executive of
the State Hospital is the designated Board’s Accountable Officer. The Chief Executive’s duties as
Accountable Officer are set out in Section 2.

The Chief Executive is ultimately accountable to the Board, and as Accountable Officer for the
Board, to the Scottish Parliament, for ensuring that the Board meets its obligation to perform its
functions within the available resources. The Chief Executive has overall Executive responsibility
for the Board’s activities, is responsible to the Board for ensuring that its financial obligations and
targets are met and has overall responsibility for the Board’s system of internal control.

The Chief Executive shall be responsible for the implementation of the Board’s financial policies
and for co-ordinating any corrective action necessary to further these policies, after taking
account of advice given by the Finance Director on all such matters. The Finance Director shall
be accountable to the Board for this advice.

The Chief Executive may delegate such of his/her functions as Accountable Officer as are
appropriate and in accordance with these Standing Financial Instructions and Accountable Officer
Memorandum.

The Chief Executive will be responsible for signing the ‘Statement of the Chief Executive’s
Responsibilities as the Accountable Officer of the Health Board’ as part of the Board’s Annual
Accounts.

The Chief Executive must ensure that existing directors and employees and all new appointees
are notified of and understand their responsibilities within these Instructions.

The Finance Director is responsible for:

a) Implementing the Board'’s financial policies and for co-ordinating any corrective action
necessary to further these policies.

b) Maintaining an effective system of internal financial control including ensuring that detailed
financial procedures and systems incorporating the principles of separation of duties and
internal checks are prepared, documented and maintained to supplement these instructions.

c) Ensuring that sufficient records are maintained to show and explain the Board’s transactions,
in order to disclose, with reasonable accuracy, the financial position of the Board at any time.
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And, without prejudice to any other functions of directors and employees to the Board, the duties
of the Finance Director include:

a) Providing financial information to the Board and the Scottish Government Health and Social
Care Directorate (SGHSCD).

b) Setting the Board’s accounting policies consistent with SGHSCD and Treasury
guidance and generally accepted accounting practice.

c) Preparing and maintaining such accounts, certificates, estimates, records and reports as the
Board may require for the purpose of carrying out its statutory duties.

All directors and employees, severally and collectively, are responsible for:

d) The security of the property of the Board.

e) Avoiding loss.

f)  Exercising economy and efficiency in the use of resources.
g) Conforming with the requirements of:

Standing Orders.

Standing Financial Instructions.
Scheme of Delegation.
Finance Procedure Manual.

POON =

No action should be taken in a manner devised to avoid any of the requirements of, or the
financial limits specified in, these governance documents.

Any contractor or employee of a contractor, who is empowered by the Board to commit the Board
to expenditure or who is authorised to obtain income, shall comply with these instructions. It is the
responsibility of the Chief Executive to ensure that such persons are made aware of this.

For any and all directors and employees who carry out a financial function, the form in which
financial records are kept and the manner in which directors and employees discharge their
duties must be to the satisfaction of the Finance Director.

For any period of secondment of the Director of Workforce, responsibilities assigned to the

Director of Workforce within these Standing Financial Instructions and the Scheme of Delegation
will be delegated to Chief Executive.
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2 RESPONSIBILITIES OF CHIEF EXECUTIVE AS ACCOUNTABLE OFFICER
2.1 Introduction

Under the terms of Sections 14 and 15 of the Public Finance and Accountability (Scotland) Act
2000, the Principal Accounting Officer for the Scottish Government has designated the Chief
Executive of the State Hospitals Board for Scotland as Accountable Officer.

Accountable Officers must comply with the terms of the Memorandum to National Health Service
Accountable Officers, and any updates issued to them by the Principal Accountable Officer for the
Scottish Government.

2.2 General Responsibilities

The Accountable Officer is personally answerable to the Scottish Parliament for the propriety and
regularity of the public finances for The Board. The Accountable Officer must ensure that the
State Hospitals Board for Scotland takes account of all relevant financial considerations, including
any issues of propriety, regularity or value for money, in considering policy proposals relating to
expenditure, or income.

It is incumbent upon the Accountable Officer to combine his/her duties as Accountable Officer
with their duty to The Board, to whom he/she is responsible, and from whom he/she derives
his/her authority. The Board is in turn responsible to the Scottish Parliament in respect of its
policies, actions and conduct.

The Accountable Officer has a personal duty of signing the Annual Accounts of the Board for
which he/she has responsibility. Consequently, he/she may also have the further duty of being a
witness before the Audit Committee of the Scottish Parliament and be expected to deal with
questions arising from the Accounts, or, more commonly, from reports made to Parliament by the
Auditor General for Scotland.

The Accountable Officer must ensure that any arrangements for delegation promote good
management and that he/she is supported by the necessary staff with an appropriate balance of
skills. This requires careful selection and development of staff and the sufficient provision of
special skills and services. He/she must ensure that staff are as conscientious in their approach
to costs not borne directly by their component organisation (such as costs incurred by other
public bodies, or financing costs, e.g. relating to banking and cash flow) as they would be, were
such costs directly borne.

23 Specific Responsibilities
The Accountable Officer must:

e Ensure that from the outset, proper financial systems are in place and applied, and that
procedures and controls are reviewed from time to time to ensure their continuing relevance
and reliability, especially at times of major changes.

e Sign the Accounts and the associated Governance Statement assigned to him/her, and in
doing so accept personal responsibility for ensuring that they are prepared under the
principles and in the format directed by Scottish Ministers.

o Ensure that proper financial procedures are followed, incorporating the principles of
separation of duties and internal check, and that accounting records are maintained in a form
suited to the requirements of the relevant Health Board Manual for Accounts.

e Ensure that the public funds for which he/she is responsible are properly managed and
safeguarded, with independent and effective checks of cash balances in the hands of any
official.
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e Ensure that the assets for which he/she is responsible, such as land, buildings or other
property, including stores and equipment, are controlled and safeguarded with similar care,
and with checks as appropriate.

o Ensure that, in the consideration of policy proposals relating to the resources for which he/she
has responsibilities as Accountable Officer, all relevant financial considerations, including any
issues of propriety, regularity or value for money, are taken into account, and where
necessary brought to the attention of the Board.

o Ensure that any delegation of responsibility is accompanied by clear lines of control and
accountability, together with reporting arrangements.

¢ Ensure that effective management systems appropriate for the achievement of the
organisation’s objectives, including financial monitoring and control systems have been put in
place.

e Ensure that risks, whether to achievement of business objectives, regularity, propriety, or
value for money, are identified, that their significance is assessed and that systems
appropriate to the risks are in place in all areas to manage them.

e Ensure that arrangements have been made to secure Best Value as set out in the Scottish
Public Finance Manual.

o Ensure that managers at all levels have a clear view of their objectives, and the means to
assess and measure outputs, outcomes or performance in relation to these objectives.

o Ensure managers at all levels are assigned well defined responsibilities for making the best
use of resources (both those assumed by their own commands, and any made available to
organisations or individuals outside the State Hospitals Board for Scotland) including a critical
scrutiny of output and value for money.

o Ensure that managers at all levels have the information (particularly about costs), training and
access to the expert advice which they need to exercise their responsibilities effectively
regarding regularity and propriety of expenditure.

The Accountable Officer has a responsibility to ensure that the Board achieves high standards of
regularity and propriety in the consumption of resources. Regularity involves compliance with
relevant legislation (including the annual Budget Act), relevant guidance issued by the Scottish
Ministers - in particular, the Scottish Public Finance Manual - and any framework document (e.g.
Management Statement / Financial Memorandum) setting out the accountability arrangements
and other relevant matters. Propriety involves respecting the Parliament’s intentions and
conventions and adhering to values and behaviours appropriate to the public sector.

The Accountable Officer has a responsibility for ensuring compliance with parliamentary
requirements in the control of expenditure. A fundamental requirement is that funds should be
applied only to the extent and for the purposes authorised by Parliament in Budget Acts (or
otherwise authorised by section 65 of the Scotland Act 1998). Parliament’s attention must be
drawn to losses or special payments by appropriate notation of the organisation’s Accounts. In
the case of expenditure approved under the Budget Act, any payments must be within the scope
and amount specified in that Act.

In his/her stewardship of public funds all actions must be able to stand the test of parliamentary
scrutiny, public judgements on propriety and professional codes of conduct. The Accountable
Officer must not misuse his / her official position to further his / her private interests and care
should be taken to avoid actual, potential, or perceived conflicts of interest.

24 Advice to the Body

In accordance with section 15(8) of the PFA Act the Accountable Officer has particular
responsibility to ensure that, where he / she considers that any action that he / she is required to
take is inconsistent with the proper performance of his / her duties as Accountable Officer, he /
she obtain written authority from the body for which he / she is designated and to send a copy of
this as soon as possible to the Auditor General. A copy of such written authority should also be
sent to the Clerk to the Public Audit Committee.
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The Accountable Officer should ensure that appropriate advice is tendered to the body on all
matters of financial propriety and regularity and on the economic, efficient and effective use of
resources. The Accountable Officer will need to determine how and in what terms such advice
should be tendered, and whether in a particular case to make specific reference to his / her own
duty as Accountable Officer to seek written authority and notify the Auditor General.

The Accountable Officer has particular responsibility to see that appropriate advice is tendered to
the body on all matters of financial propriety and regularity and on the economic, efficient and
effective use of resources. If he / she considers that the body is contemplating a course of action
which is considered would infringe the requirements of financial regularity or propriety or that
could not be defended as representing value for money within a framework of Best Value he / she
should set out in writing the objection to the proposal and the reasons for this objection. If the
body decides to proceed, he / she should seek written authority to take the action in question.

In the case of a body sponsored by the Scottish Government the sponsor Directorate should be
made aware of any such request in order that, where considered appropriate, it can inform the
relevant Scottish Government Accountable Officer and Cabinet Secretary / Minister. Having
received written authority he / she must comply with it, but should then, without undue delay, pass
copies of the request for the written authority and the written authority itself to the Auditor General
and the Clerk to the Public Audit Committee.

If because of the extreme urgency of the situation there is no time to submit advice in writing to
the body in either of the eventualities referred to in paragraph 2.5.2 before the body takes a
decision, the Accountable Officer must ensure that, if the body overrules the advice, both his / her
advice and the body’s instructions are recorded in writing immediately afterwards.

If the Accountable Officer is also a member of the Management Board of the body, he / she
should ensure that his / her responsibilities as Accountable Officer do not conflict with those as a
Board member. For example, if the body proposes action which as Accountable Officer he / she
could not endorse and would therefore advise against he / she should, as a Board member, vote
against such action, or ensure that opposition as a Board member as well as Accountable Officer
is clearly recorded if no formal vote is taken. It will not be sufficient to protect his / her position as
a Board member merely by abstaining from a decision which cannot be supported.

25 Appearance before the Public Audit Committee

Under section 23 of the PFA Act the Auditor General may initiate examinations into the economy,
efficiency and effectiveness with which any part of the Scottish Administration, or certain other
bodies, have used their resources in discharging their functions. The Accountable Officer may
expect to be called upon to appear before the Public Audit Committee to give evidence on reports
arising from any such examinations involving his / her body. The Accountable Officer will also be
expected to answer the questions of the Committee concerning resources and accounts for which
he / she is Accountable Officer and on related activities. He / she may be supported by other
officials who may, if necessary, join in giving evidence or the Committee may agree to hear
evidence from other officials in his / her absence.

He / she will be expected to furnish the Committee with explanations of any indications of
weakness in the matters covered by paragraphs 2.3 above, to which their attention has been
drawn by the Auditor General or about which they may wish to question him / her.

In practice, the Accountable Officer will have delegated authority widely, but cannot on that

account disclaim responsibility. Nor, by convention, should he / she decline to answer questions
where the events took place before his / her designation.
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The Accountable Officer must make sure that any written evidence or evidence given when called
as a witness before the Public Audit Committee is accurate. He / she should also ensure that he /
she is adequately and accurately briefed on matters that are likely to arise at the hearing. He /
she may ask the Committee for leave to supply information not within his / her immediate
knowledge by means of a later note. Should it be discovered subsequently that the evidence
provided to the Committee has contained errors, he / she should let this be made known to the
Committee at the earliest possible moment.

In general, the rules and conventions governing appearances of officials before Committees of
the Scottish Parliament apply, including the general convention that officials do not disclose the
advice given to the body. Nevertheless, in a case where he / she was overruled by the body on a
matter of propriety or regularity, his / her advice would be disclosed to the Committee. In a case
where he / she were overruled by the body on the economic, efficient and effective use of
resources the Auditor General will have made clear in the report to the Committee that he / she
was overruled. He / she should, however, avoid disclosure of the precise terms of the advice
given to the body or disassociation from the decision.

Subject, where appropriate, to the body’s agreement he / she should be ready to discuss the
costs, benefits and risks of options considered and explain the reasoning for the decision taken.
He / she may also be called on to satisfy the Committee that all relevant financial considerations
were brought to the body’s attention before the decision was taken.

2.6 Absence of Accountable Officer

The Accountable Officer should ensure that he / she is generally available for consultation, and
that in any temporary period of unavailability due to iliness or other cause, or during the normal
period of annual leave, there will be a senior officer in the body who can act on his / her behalf if
required.

In the event of the Accountable Officer not being available the Director of Nursing & Operations
shall deputise in any required capacity, as authorised to do so.

If it becomes clear to the body that he / she is so incapacitated that he / she will not be able to
discharge these responsibilities over a period of four weeks or more, it should notify the Principal
Accountable Officer of the NHS in Scotland so that he / she can appoint an Accountable Officer,
pending return. The same applies if, exceptionally, he / she plans an absence of more than four
weeks during which he / she cannot be contacted.

Where the Accountable Officer is unable by reason of incapacity or absence to sign the accounts

in time for them to be submitted to the Auditor General the body may submit unsigned copies
pending his / her return.
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3 ALL LOCATIONS, ESTIMATES, PLANNING, BUDGETS, BUDGETARY CONTROL
AND MONITORING

31 Preparation and Approval of the Financial Plan and Budgets

The Chief Executive will compile and submit to the Board for approval annually a strategic plan
covering a three / five-year period (as specified by SGHSCD). This shall include financial targets,
and spending proposals and forecast limits of available resources. The annual strategic plan will
contain:

a) A statement of the strategies and significant assumptions on which the plan is based.

b) Details of major changes in workforce, delivery of services or resources required to achieve
the plan.

c) Details of the performance management arrangements in place, including national and local
targets.

The Finance Director will, on behalf of the Chief Executive, prepare and submit budgets for
approval by the Board before the start of the financial year. Where it is not possible to agree a full
budget, a roll forward budget will be approved prior to the start of the financial year, with a full
budget approved by end June. Such budgets will:

Be in accordance with the aims and objectives set out in the strategic plan.
Accord with workload and workforce plans.

Be produced following discussion with appropriate budget holders.

Be prepared within the limits of available funds.

Identify the assumptions used in their preparation and potential risks.
Reflect SGHSCD indicative budgets.

The Finance Director will monitor financial performance against budget and strategic plan,
periodically review them, and report to the Board.

All budget holders must provide information as required by the Finance Director to enable
budgets, plans, estimates and forecasts to be compiled.

3.2 Budgetary Delegation

The Chief Executive may, within limits approved by the Board, delegate the management of a
budget to permit the performance of a defined range of activities. This delegation must be in
writing and be accompanied by a clear definition of:

a) Amount of the budget.

b) Purpose(s) of each budget heading.

c) Individual and group responsibilities.

d) Authority to exercise virement.

e) Achievement of planned levels of service.
f) The provision of regular reports.

The Chief Executive and delegated budget holders must not exceed the budgetary total or
virement limits set by the Board in the Scheme of Delegation.

Any budgeted funds not required for their designated purpose(s) revert to the immediate control
of the Chief Executive, subject to any authorised use of virement.
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Non-recurring budgets should not be used to finance recurring expenditure without the authority
in writing of the Chief Executive.

Expenditure for which no provision has been made in approved plans and budgets and outwith
delegated virement limits may only be incurred after authorisation by the Chief Executive or the
Finance Director acting on their behalf, or the Board, dependent on the nature and level of
expenditure.

3.3 Budgetary Control and Reporting

The Finance Director shall monitor financial performance against budget and plan, periodically
review them, and report to the Board. There should be a locally agreed mechanism for the early
identification and reporting of exceptional financial pressures that cannot be managed.

The Finance Director will devise and maintain systems of budgetary control. These will include:

a) Financial reports to the Board at each meeting in a form approved by the Board
containing:

1.  Revenue resource and expenditure to date showing trends and forecast year-end position
against budget

Performance against statutory targets

Capital project spend and projected outturn against plan

Explanations of any material variances from plan

Where necessary, details of any corrective action and the Chief Executive’s and/or
Finance Director’s view of whether such actions are sufficient to correct the situation
Changes in the resources available to the Board

Report on budgetary transfers.

Sl

No

b) The issue of timely, accurate and comprehensible advice and financial reports to each
budget holder, covering the areas for which they are responsible.

c) Investigation and reporting of variances from financial, workload and workforce budgets.

d) Monitoring of management action to correct variances.

e) Arrangements for the authorisation of budget transfers.

Each Budget Holder is responsible for ensuring that:

a) Any likely overspending or reduction of income which cannot be met by virement is not
incurred without prior consent.

b) The amount provided in the approved budget is not used in whole or in part for any purpose
other than that specifically authorised subject to the rules of virement.

c) No permanent employees other than those provided for in the budgeted establishment as
approved by the Board are appointed without the approval of the Senior Management Team
and signed off by the Finance Director.

The Finance Director has a responsibility to ensure that adequate training is delivered on an on-
going basis to budget holders to help them manage successfully.

3.4 Cost Improvements and Income Generation
The Chief Executive is responsible for identifying and implementing cost improvements and

income generation initiatives in accordance with the requirements of the strategic plan and a
balanced budget.
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3.5 Capital Expenditure

The general rules applying to delegation SFI 3.2 and reporting SFI 3.3 also apply to capital
expenditure. (The particular applications relating to capital expenditure are in SFI 7).

3.6 Financial Performance Returns

The Chief Executive is responsible for ensuring that the required financial performance returns
are submitted to the SGHSCD.
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4

ANNUAL ACCOUNTS AND REPORTS

The Board is responsible for ensuring proper accounting records are maintained which disclose
with reasonable accuracy, at any time, the financial position of the Board and enable the Board to
ensure that the accounts comply with the National Health Service (Scotland) Act 1978 and the
requirements of the SGHSCD.

The Board, in regard to the preparation of accounts, is required to:

a)
b)
c)

d)

Select suitable accounting policies and then apply them consistently.

Make judgements and estimates that are reasonable and prudent.

State whether applicable accounting standards have been followed, subject to any material
departures disclosed and explained in the accounts.

Prepare the accounts on the going concern basis unless it is inappropriate to assume that the
Board will continue to operate.

The Finance Director, on behalf of the Board, will:

e)

f)
g)

Prepare, for the Board, periodic and annual financial reports in accordance with the
accounting policies and guidance given by the SGHSCD and the Treasury, the Board’s
accounting policies, and generally accepted accounting practice.

Prepare and submit annual financial reports to the Scottish Ministers certified in accordance
with current guidelines.

Submit financial returns to the Scottish Ministers for each financial year in accordance with
the timetable prescribed by the SGHSCD.

The following statements will be completed and attached to the annual accounts:

Statement of the Chief Executive’s Responsibilities as the Accountable Officer of the Health
Board.

Statement of NHS Board Members’ Responsibilities in Respect of the Accounts.

A management commentary comprising of an Annual Report which includes a Performance
Report and Accountability Report.

Remuneration and Staff Report.

Governance Statement.

The Board’s audited annual accounts must be presented to a public meeting, not later than 6
months after the Board’s accounting date. The audited annual accounts shall not be presented
until the Audit and Risk Committee has approved them in the first instance and then the Board
and thereafter laid before the Scottish Parliament.

The Board will publish an annual report after the Annual Accounts have been laid before the
Scottish Parliament in accordance with guidelines on local accountability, and present it at a
public meeting, (MEL(1994) 80, Guidance to NHS Scotland, Preparation of Local NHS Annual
Reports 2001-2002). The document will comply with the Boards Manual for Accounts.
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5 BANK AND GOVERNMENT BANKING SERVICE (GBS)
5.1 General

The Finance Director is responsible for managing the Board’s banking arrangements and for
advising the Board on the provision of banking services and operation of accounts. This advice
will consider guidance/directions issued from time to time by the SGHSCD.

The Board will implement Project Bank Accounts (in construction contracts) where the project
value is greater than the monetary limits detailed within Scottish Government guidance
“Implementing Project Bank Accounts in Construction Contracts” dated 20 December 2016. This
guidance applies to relevant bodies in scope of the Scottish Public Finance Manual (SPFM).

No employee shall hold Board monies in any Bank accounts outwith those approved by the
Board. The Finance Director shall be notified of all funds held on behalf of the Board. This should
be taken to include Exchequer Funds, Patients Private Funds and Project Bank Accounts.

Banking arrangements shall comply with current guidance as in MEL (2000)39, HDL (2001) 49
and subsequent guidance.

5.2 Bank and GBS
The Finance Director is responsible for:

a) Establishing bank account(s) for the Board’s exchequer funds.

b) Establishing separate bank accounts for the Board’s non-exchequer funds (including Project
Bank Accounts).

c) Ensuring payments made from bank accounts do not exceed the amount credited to the
account except where arrangements have been made.

d) Reporting to the Board all arrangements made with the Board’s bankers for accounts to be
overdrawn.

5.3 Banking Procedures

The Finance Director will prepare detailed instructions on the operation of bank accounts, which
must include:

a) The conditions under which each account is to be operated.

b) The limit to be applied to any overdraft.

¢) Those authorised to sign cheques or other orders drawn on the Board’s bank accounts, and
the limits of their authority.

The Finance Director must advise the Board’s bankers in writing of the conditions under which
each account will be operated, including the Board’s resolution. No other officer than the Finance
Director shall authorise the opening of an account in the name of the State Hospital, for which
signed authority will be required by the Finance Director and one other executive director.

The Scottish Minister will be able to direct where Boards may invest temporary cash surpluses.
This in practice will be restricted to GBS accounts with the effect of reducing overall exchequer
borrowing. Temporary cash surpluses shall only be held in GBS account. Required amounts will
be transferred to the commercial bank account as required to cover any salary or creditor
payments. The amount of working cash held in commercial accounts should be limited to no more
than £50,000. Any excess funds should be invested with the GBS accounts.
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6 INCOME, FEES AND CHARGES AND SECURITY OF CASH, CHEQUES AND OTHER
NEGOTIABLE INSTRUMENTS

6.1 Income Systems

The Finance Director is responsible for designing, maintaining and ensuring compliance with
systems for the proper recording, invoicing, collection and coding of all monies due.

The Finance Director is also responsible for the prompt banking of all monies received.
6.2 Fees and Charges
The Board shall follow the SGHSCD's guidance in setting prices for services.

The Finance Director is responsible for approving and regularly reviewing the level of all fees and
charges other than those determined by the SGHSCD or by Statute. Independent professional
advice on matters of valuation shall be taken as necessary.

All employees must inform the Deputy Director of Finance promptly of money due arising from
transactions which they initiate/deal with, including all contracts, service agreements, leases,
tenancy agreements, private patient undertakings and other transactions.

6.3 Debt Recovery

The Finance Director is responsible for the appropriate recovery action on all outstanding debts
and overpayments.

Income not received should be dealt with in accordance with losses procedures.
Overpayment when detected should be recovered.

The Finance Director shall establish procedures for the write-off of debts after all reasonable
steps have been taken to secure payment.

6.4 Security of Cash, Cheques and Other Negotiable Instruments
The Finance Director is responsible for:

a) Approving the form of all receipt books, agreement forms, or other means of officially
acknowledging or recording monies received or receivable.

b) Ordering and securely controlling any such stationery.

c) Provision of adequate facilities and systems for employees whose duties include collecting
and holding cash, including the provision of safes or lockable cash boxes, the procedures for
keys, and for coin operated machines and for absence cover.

d) Prescribing systems and procedures for handling cash and negotiable securities on behalf of
the Board.

All officers whose duty it is to collect or hold cash shall be provided with a safe or with a lockable
cash box, which will normally be deposited in a safe. The officer concerned shall hold only one
key and all duplicates shall be lodged with the Finance department or other officer authorised by
the Finance Director, and suitable receipts obtained. The loss of any key shall be reported
immediately to the Finance Director. The Finance Director, on receipt of a satisfactory
explanation, shall authorise the release of the duplicate key. The Finance Director shall arrange
for all new safe keys to be dispatched directly to him/her from the manufacturers. The Finance
Director shall be responsible for maintaining a register of authorised holders of safe keys.
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The Finance Director shall prescribe the system for the transporting of cash and un- crossed pre-
signed cheques and shall approve, where appropriate, the use of the services of a specialist
security firm.

During the absence (e.g. on holiday) of the holder of a safe key or cash box key, the officer who
acts his/her place shall be subject to the same controls as the normal holder of the key. There
shall be written discharge for the safe and/or cash box contents on the transfer of responsibilities
and the discharge document must be retained for inspection.

Any loss or shortfall of cash, cheques or other negotiable instruments, however occasioned, shall
be reported immediately in accordance with the agreed procedure for reporting losses. (See
Section 15 — Disposals and Condemnations, Losses and Special Payments).

Official money shall not under any circumstances be used for the encashment of private cheques.

All cheques, postal orders, cash etc, shall be banked intact and promptly. Disbursements shall
not be made from cash received, except under arrangements approved by the Finance Director.

The holders of safe keys shall not accept unofficial funds for depositing in their safes unless such
deposits are in special sealed envelopes or locked containers. It shall be made clear to the
depositors that the Board is not to be held liable for any loss, and written indemnities must be
obtained from the organisation or individuals absolving the Board from responsibility for any loss.

It is recommended that any large sums of cash collected for unofficial purposes (e.g. for
retirements, leavers) should not be retained at ward / department level. Such funds should, if
preferred, be considered for passing to the finance department for safe keeping. Once the
collection is complete the cash can then be returned to the collector.
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7 CAPITAL INVESTMENT, FIXED ASSET REGISTERS AND SECURITY OF ASSETS
71 Capital Investment
The Chief Executive:

a) Shall ensure that there is an adequate appraisal and approval process, detailed in the Finance
Procedure Manual, in place for determining capital expenditure priorities and the effect of each
proposal upon service plans. These should form part of the Boards’ Property and Asset
management strategy.

b) Is responsible for ensuring that a Capital programme, showing the full, lifetime cost of each
project, is brought to the Board for approval at the start of each financial year, in a format
agreed by the Board.

c) Is responsible for the management of all stages of capital schemes and for ensuring that
schemes are delivered on time and to cost.

d) Shall ensure that the capital investment is not undertaken without confirmation of Board
support and the availability of resources to finance all revenue consequences, including capital
charges.

For every capital expenditure proposal over £2,000,000 (£1,000,000 if IM&T project) the Chief
Executive shall ensure:

a) That a business case (in line with the guidance contained within the Scottish Capital
Investment Manual) is produced, for the approval of the Board, setting out:

1. An option appraisal of potential benefits compared with known costs to determine the option
with the highest ratio of benefits to costs.
2. Appropriate project management and control arrangements.

b) That the Finance Director has certified professionally to the costs and revenue
consequences detailed in the business case.

For capital schemes where the contracts stipulate staged payments, the Chief Executive will
issue procedures for their management.

The Finance Director shall issue procedures for the regular reporting of expenditure and
commitment against authorised expenditure, including reporting to the Board.

The approval of a capital programme shall not constitute approval for expenditure on any
scheme.

The approval of the Chief Executive shall be required for any variations which exceed the lower of
£25,000 or 10% of approved expenditure of any scheme.

The Chief Executive shall issue to the manager responsible for any scheme:
a) Authority to proceed to tender.
b) Approval to accept a successful tender within established limits.

c) Guidance on relevant legislation, SGHSCD requirements, Board procedures etc.

The Chief Executive will issue a scheme of delegation for capital investment management in
accordance with Scottish Capital Investment Manual guidance and the Board’s Standing Orders.

The Finance Director shall issue procedures governing the financial management, including
variations to contract, of capital investment projects and valuation for accounting purposes.
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7.2 Asset Registers

The Chief Executive is responsible for the maintenance of registers of assets, taking account of
the advice of the Finance Director concerning the form of any register and the method of
updating, and arranging for a physical check of assets against the asset register to be conducted
once a year — generally within the annual audit review. The minimum data set to be held within
the registers shall be as specified in CEL (2010)35 as issued by the SGHSCD.

Additions to the fixed asset register must be clearly identified and be validated by reference to:

a) Properly authorised and approved agreements, architect’s certificates, supplier’s invoices and
other documentary evidence in respect of purchases from third parties.

b) Stores, requisitions and wages records for own materials and labour including appropriate
overheads.

c) Lease agreements in respect of assets held under a finance lease and capitalised.

Where capital assets are sold, scrapped, lost or otherwise disposed of, their value must be
removed from the accounting records and each disposal must be validated by reference to
authorisation documents and invoices (where appropriate).

The Finance Director shall approve procedures for reconciling balances on fixed asset accounts
in ledgers against balances on fixed asset registers.

The value of each asset shall be revalued or indexed and depreciated in accordance with
guidance issued by the SGHSCD.

7.3 Security of Assets
The overall control of fixed assets is the responsibility of the Chief Executive.

Asset control procedures (including fixed assets, cash, cheques and negotiable instruments, and
also including any donated assets) must be approved by the Finance Director. This procedure
shall make provision for:

a) Recording managerial responsibility for each asset.

b) Identification of additions and disposals.

c) lIdentification of all repairs and maintenance expenses.

d) Physical security of assets.

e) The express prohibition of any unauthorised use or disposition of Board assets.

f) Periodic verification of the existence of, condition of, and title to, assets recorded.

g) ldentification and reporting of all costs associated with the retention of an asset.

h) Reporting, recording and safekeeping of cash, cheques, and negotiable instruments.

The Finance Director shall prepare procedural instructions on the security and checking and
disposal of assets (including cash, cheques and negotiable instrument, and also including
donated assets).

All discrepancies revealed by verification of physical assets to the fixed asset register shall be
notified to the Finance Director.

Each employee has a responsibility for the security of property of the Board and it is the
responsibility of directors and senior employees in all disciplines to ensure appropriate routine
security practices in relation to NHS property as may be determined by the Board are applied.
Any breach of agreed security practices must be reported in accordance with instructions.
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The Chief Executive is responsible for the maintenance of registers of assets, taking account of
the advice of the Finance Director concerning the form of any register and the method of
updating.

Any damage to the Board’s premises, vehicles and equipment, or any loss of equipment, stores
or supplies must be reported by directors and employees in accordance with the procedure for
reporting losses.

Registers shall be maintained by the responsible officer for:

a) Equipment on loan.
b) Leased equipment.

Where practical, assets should be marked as Board property.
7.4 Sale of Property, Plant and Equipment,

There is a requirement to achieve best value for money when disposing of property, plant and
equipment assets belonging to the Board. Competitive tendering should normally be undertaken
in line with the requirements of SFI 10.3.

Competitive Tendering or Quotation procedures shall not apply to the disposal of:

a) Any matter in respect of which a fair price can be obtained only by negotiation or sale by
auction as determined (or pre-determined in a reserve) by the Chief Executive or their
nominated officer

b) Obsolete or condemned articles and stores, which may be disposed of in accordance with the
supplies policy of the Board

c) ltems to be disposed of with an estimated sale value of less than £5,000 this figure to be
reviewed annually

d) ltems arising from works of construction, demolition or site clearance, which should be dealt
with in accordance with the relevant contract

e) Land or buildings concerning which SGHSCD guidance has been issued but subject to
compliance with such guidance.

f) Assets that can be transferred to another NHS body at their Net Book value.

Managers must ensure that:
a) All assets are be disposed of in accordance with MEL(1996)7 ‘Sale of surplus and obsolete
goods and equipment’.

b) The Finance Director is notified of the disposal of any such assets.
c) All proceeds from the disposal of such assets are notified to the Finance Director.
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8 SERVICE LEVEL AGREEMENTS (SLAs)

Service Level Agreements between two NHS organisations, for example by Health Boards with
Boards for the supply of healthcare services, are subject to the provisions of the NHS and
Community Care Act 1990. Such contracts do not give rise to legal rights or liabilities but a
dispute may be referred to SGHSCD.

Service level agreements provided by the independent healthcare sector on behalf of the NHS
are subject to the provisions of HDL (2005) 41. This letter sets out the arrangements that should
apply for ensuring the quality of services and identifies that the Chief Executive should ensure the
necessary contracting and clinical governance arrangements are put in place.

The Chief Executive is responsible for ensuring Service Level Agreements are agreed and in
place before 1 April each year, following discussion between the relevant Boards. The following
areas should be covered:

a) Costing and pricing of services.

b) Tendering of services.

c) Terms and conditions for funding.

d) Monitoring of service provision, quality and performance.

Service Level Agreements for the State Hospital providing services to other Boards should be so
devised as to minimise risk whilst maximising the Board’s opportunity to generate income. Any
pricing at marginal cost must be undertaken by the Finance Director and reported to the Board
where material. Non-recurrent income should not be used for recurrent purposes without the
authority in writing of the Chief Executive.
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9 TERMS OF SERVICE AND PAYMENT OF EXECUTIVE DIRECTORS AND
EMPLOYEES

9.1 Remuneration and Terms of Service

The Board has established a Remuneration Committee, with clearly defined terms of reference,
specifying which posts fall within its area of responsibility, its composition, and the arrangements
for reporting (MEL(94) 80).

The Board will remunerate the Chairperson and Non-Executive Directors in accordance with
instructions issued by Scottish Ministers.

The Remuneration Committee will:

a) Advise the Board about appropriate Remuneration and Terms of Service for the Chief
Executive and other Executive Directors (and other senior employees), including:

1. All aspects of salary (including any performance related elements/bonuses).
2. Provisions for other benefits, including pensions and cars.
3. Arrangements for termination of employment and other contractual terms.

b) Make such recommendations to the Board on the Remuneration and Terms of Service of
Executive Directors (and other senior employees) to ensure they are fairly rewarded for their
individual contribution to the Board — having proper regard to the Board’s circumstances and
performance and to the provisions of any national arrangements for such staff where
appropriate.

¢) Monitor and evaluate the performance of individual Executive Directors (and other senior
employees).

d) Advise on and oversee appropriate contractual arrangements for such staff including the
proper calculation and scrutiny of termination payments considering such national guidance as
is appropriate.

The Remuneration Committee shall report in writing to the Board the basis for its
recommendations — generally in the form of an Annual Report. The Board shall use the report
as the basis for its decisions but remain accountable for taking decisions on the Remuneration
and Terms of Service of Executive Directors. Minutes of the Board’s meetings should record
such decisions.

The Board will approve proposals presented by the Chief Executive for setting of Remuneration
and Terms and Conditions of service for those employees not covered by the Committee.

9.2 Funded Establishment
The workforce plans incorporated within the annual budget will form the funded establishment.
The funded establishment of any department may not be varied, after approval of the annual

budget, without the approval of the Chief Executive through the Senior Management Team
subject to section 3 of the Scheme of Delegation.
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9.3 Staff Appointments

No director or employee may engage, re-engage, or re-grade employees, either on a permanent
or temporary basis, or hire agency staff, or agree to changes in any aspect of remuneration:

a) Unless given delegated authority to do so by the Chief Executive.

b) Within the limit of his/her approved budget and funded establishment.

c) In accordance with procedures approved by the Director of Workforce.

d) In accordance with the relevant pay scales / Terms and Conditions of service.

The Board will approve procedures presented by the Chief Executive for the determination of
commencing pay rates, condition of service, etc, for employees.

The budget impact of all staff appointments must have the authorisation of the Finance Director
or his/her delegated officer before appointment.

94 Contracts of Employment
The Director of Workforce will be responsible for:

a) Ensuring that all employees are issued with a Contract of Employment in a form approved by
the Board and which complies with employment legislation.
b) Dealing with variations to, or termination of, contracts of employment.

9.5 Pay and Payroll Documentation
The Director of Workforce is responsible for ensuring that proper arrangements are in place for:

a) The final determination of pay and expenses.

b) Verification authorisation and documentation of payroll data.

c) Verification and authorisation of expenses payments.

d) Prescribing the form of appointment, notification of change and termination forms.

e) Prescribing the form of completion of time records and other payroll notifications.

f) Prescribing the form for claiming expenses.

g) Ensuring the arrangements for the determination, verification and notification of pay and payroll
data are supported by appropriate (contract) terms and conditions of service, adequate internal
controls and audit review procedures.

Each Director and employee is responsible for complying with the systems in place in the Board

for the prompt and accurate provision of information related to the verification of their personal

entitiement to pay and expenses and for complying with appropriate Terms and Conditions of

Service.

All payroll change forms must be authorised by the Finance Director.

9.6 Processing of Payroll

The Finance Director is responsible for:

a) Specifying timetables for submission of properly authorised time records, other payroll
notifications and authorised expense claims.

b) Making payment on agreed dates.
c) Agreeing method of payment to be by bank credit (BACS).
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The Finance Director will issue instructions regarding:

a) The timetable for receipt and preparation of payroll data and the payment of employees.

b) Maintenance of subsidiary records for superannuation, income tax, social security benefits,
arrestments and other authorised deductions from pay.

c) Security and confidentiality of payroll information.

d) Checks to be applied to completed payroll after processing.

e) Authority to release payroll data under the provisions of the Data Protection Act.

f) Method of payment to employees will be bank credit (BACS).

g) Procedures for payment by bank credit to employees.

h) Procedures for the recall before payment of bank credits.

i) The collection of payroll deductions and payment of these to appropriate bodies.

j) Pay advances and their recovery.

k) Maintenance of regular and independent reconciliation of pay control accounts.

[) Separation of duties of compiling payroll and checking of payroll after processing.

m) A system to ensure the recovery from employees or leavers of sums of money and/or property
due by them to the Board.

n) Ensuring payroll processing is supported by adequate internal controls and audit review
procedures.

Appropriately nominated managers have delegated responsibility for:

a) Completing accurate roster records consistent with approved conditions of service, and other
notifications in accordance with agreed timetables.

b) Completing roster records and other notifications in accordance with the Human Resources
Director’s instructions and in the form prescribed by the him / her.

¢) Submitting commencement, change or termination forms in the prescribed form immediately
upon knowing the effective date of the relevant date. Where an employee fails to report for
duty in circumstances that suggest they have left without notice, the Human Resources
Director must be informed immediately.

9.7 Settlement Agreements, Early Retirement and Redundancy

The Director of Workforce, jointly with the Finance Director is responsible for:

a) Ensuring compliance with the guidance issued by the Health Workforce and Performance
Directorate in the situations described above.

b) Ensuring that detailed, accurate costings are produced showing the impact of any instances of
early retirement/redundancy on the financial performance of the Board.

9.8 Relocation Expenses

The Director of Workforce is responsible for:

a) Preparing a policy relating to the payment of removal expenses and presenting it to the Board
for approval.

b) Maintaining detailed procedures for the implementation of this policy.

c) Ensuring that monitoring and tracking arrangements are in place for the payment of such
expenses.
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9.9 Non-Salary Rewards

The Scottish Public Finance Manual sets out arrangements for establishment of non-salary
reward schemes, and provides the following examples:

Cash bonuses.

Amenities and recreational facilities.

Gifts, vouchers, and entertainment offered as rewards under recognition schemes.

Payment by the employer of its staffs' personal subscriptions to sports or leisure clubs.
Rewards leading to donations to a charity or other external body.

Provision of cars where they are needed for official purposes and are covered by an existing
and agreed scheme which includes charging for any private use.

The Scottish Government Finance Pay Policy Team should be consulted prior to the
implementation of any non-salary reward scheme to determine whether it will require approval
under the Public Sector Pay Policy for Staff Pay Remits or Senior Appointments.

The tax implications for both employers and employees of the provision of all non-salary
rewards — cash and non-cash — should be carefully considered. In considering such schemes, it
may be appropriate for the Finance Director to seek expert PAYE advice.

When consulting about a proposed scheme, or advising employees of a scheme to be

implemented, the Director of Workforce should ensure that mechanisms are in place to advise
employees of the tax implications for recipients and how these are to be handled.
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10 NON-PAY EXPENDITURE
10.1 Delegation of Authority

The Board will approve the total level of non-pay expenditure on an annual basis and the Chief
Executive will determine the level of delegation to budget holders.

The Finance Director will identify:

a) Managers who are authorised to place requisitions for the supply of goods and services.
b) The maximum level of each requisition and the system for authorisation above that level.

The Finance Director shall set out procedures on the seeking of professional advice regarding
the supply of goods and services.

10.2 Choice, Requisitioning, Ordering, Receipt and Payment for Goods and Services

The requisitioner, in choosing the item to be supplied (or the service to be performed) shall
always seek to obtain the best value for money for the Board through the application of these
SFls, and of all relevant Financial Operating Procedures. In so doing, the advice of the Board’s
Procurement Manager shall be sought.

National contracts agreed by National Procurement, should be used wherever possible, HDL
(2006)39, updated by CEL 05(2012). The Accelerated Procurement initiative was established by
the NHS Chief Executive Officers' Group in August 2010. The group recognised the essential
nature of the engagement between procurement professionals and the wider Health Board
teams to maximise the delivery of benefits for NHSScotland, and to ensure that appropriate
professional input from across the service is provided to assist in Best Value outcomes for
procurement activity. This work was developed further and is how controlled within the
NHSScotland Procurement Steering Group. The key principles of this engagement are set out
below:

a) National, regional & local contracts: Where national, regional or local contracts exist
(including framework arrangements) the overriding principle is that use of these contracts is
mandatory. Only in exceptional circumstances and only with the authority of the Board's
Procurement Manager or the Finance Director, based on existing schemes of delegation,
shall goods or services be ordered out-with such contracts. Procurement leads will work with
National Procurement and other national contracting organisations to ensure best value
decisions are made, and that a record of exceptions is maintained for review.

b) Engagement: Technical User Groups (TUGs) should be established by each Health Board
for key projects with decision making powers from their Executive Board through a scheme
of delegation. Each TUG will be responsible for supplier award and product selection
decision making within their Board for local contracts and will provide representation to
national CAP (Clinical/Commodity Advisory Group) panels for national contract activity. The
decision of the TUG will be mandatory across the Board and will be made prior to
development of national contract tendering activities.

c) CAP Panel Membership: CAP panels will have a membership consistent with the principle of
decision making based on the consensus of the majority of informed users. Boards should
ensure that appropriate representation, based upon the clinical or commodity area
concerned is released to and provided with the appropriate authority to input on behalf of a
Board and/or clinical specialism.
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e) Commitment Contracts: The CAP and TUG groups will work to the principle of seeking to
award Commitment based contracts. This means where possible a supplier(s) will be
selected for an agreed volume of business by each Board and such volumes aggregated to
provide a national commitment level.

f)  Where commitment cannot be provided, CAP and TUG groups will support the principles of
reduced variation and increased consistency, commensurate with clinical and operational
requirements.

g) eCommerce Systems: In support of governance and transparency each Board should adopt
the Scottish Government national eCommerce solutions and associated business processes
for all procurement activity. These solutions will include Public Contracts Scotland, Public
Tenders Scotland, Collaborative Content Management and Pecos. Use of alternative or
local systems for procurement activity must be approved by the Board's Procurement
Manager or the Finance Director, based on existing schemes of delegation. Procurement
leads will work with National Procurement and any other relevant bodies to ensure
appropriate decisions are made.

h) Transparency: All awards whether from existing framework contracts or local tender
processes will be established following the principles of openness and transparency. This
requires clear specifications of need and award criteria against which competing offers can
be assessed. All members of evaluation panels must confirm that they have no conflict of
interest in relation to the specific procurement activity. Any individual wishing to challenge an
award decision must also confirm likewise. Any member of staff who confirms a conflict of
interest will not be able to be involved in such panels or challenges.

i) No Purchase Order | No Payment: Each Board must implement a policy where no payment
shall be made to any supplier where there is no pre-let purchase order. Only if a separately
agreed payment mechanism has been pre-arranged should direct payments be made. Each
supplier should be formally notified of this and the limit of the Board's liability if they proceed
with supply without such order cover.

The Finance Director shall be responsible for the prompt payment of accounts and claims.
Payment of contract invoices shall be in accordance with contract terms, or otherwise, in
accordance with national guidance.

The Finance Director will:

a) Advise the Board regarding the setting of thresholds above which quotations (competitive or
otherwise) or formal tenders must be obtained; and, once approved, the thresholds should
be incorporated in SFI 10.3 and reviewed regularly.

b) Prepare procedural instructions where not already provided in the Scheme of Delegation or
procedure notes for budget holders on the obtaining of goods, works and services
incorporating the thresholds.

c) Be responsible for designing and maintaining a system of verification, recording and
payment of all amounts payable. The system shall provide for:

1. Alist of directors/employees (including specimens of their signatures) authorised to order
goods/certify invoices and the limits of that authority.
2. Certification that:

v' Goods have been duly received, examined and are in accordance with
specification and the prices are correct.

v' Work done or services rendered have been satisfactorily carried out in accordance
with the order, and, where applicable, the materials used are of the requisite standard
and the charges are correct.
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v"In the case of contracts based on the measurement of time, materials or expenses, the
time charged is in accordance with the time sheets, the rates of labour are in
accordance with the appropriate rates, the materials have been checked as regards
quantity, quality, and price and the charges for the use of vehicles, plant and machinery
have been examined.

v' Where appropriate, the expenditure is in accordance with regulations and all necessary
authorisations have been obtained.

v" The setting of thresholds for matching invoices to orders and good received notes —
above which additional budget holder authorisation is required.

v' The account is arithmetically correct.

v' The account is in order for payment.

3. Atimetable and system for submission to the Finance Director of accounts for payment;
provision shall be made for the early submission of accounts subject to cash discounts or
otherwise requiring early payment.

4. Instructions to employees regarding the handling and payment of accounts within the
Finance Department.

d) Be responsible for ensuring that payment for goods and services is only made once the
goods and services are received, (except as below).

Prepayments are only permitted where exceptional circumstances apply. In such instances:

a) Prepayments are only permitted where the financial advantages outweigh the disadvantages
and the intention is not to circumvent cash limits.

b) The appropriate Director must provide, in the form of a written report, a case setting out all
relevant circumstances of the purchase. The report must set out the effects on the Board, if the
supplier is at some time during the course of the prepayment agreement, unable to meet his
commitments. The report must include a statement of support from the Procurement Manager
for the proposed prepayment agreement.

¢) The Finance Director will need to be satisfied with the proposed arrangements before
contractual arrangements proceed.

d) The budget manager/holder is responsible for ensuring that all items due under a prepayment
contract are received and he/she must immediately inform the appropriate Director or the Chief
Executive if problems are encountered.

e) Regardless of the arrangements for paying suppliers, the Finance Director shall ensure that
the chosen method is supported by appropriate (contracted) terms and conditions, adequate
internal controls and audit review procedures and that suitable arrangements are made for
payment.

Official Orders must:

a) Be consecutively numbered.

b) Be in a format approved by the Finance Director.

c) State the Board’s terms and conditions of trade.

d) Only be issued to, and used by, those duly authorised by the Chief Executive.

Managers must ensure that they comply fully with the guidance and limits specified by the
Finance Director and that:

a) All contracts, leases, tenancy agreements and other commitments which may result in a
liability are notified to the Finance Director in advance of any commitment being made.

b) Contracts above specified thresholds are advertised and awarded in accordance with WTO
GPA rules on public procurement and comply with the Public Contracts (Scotland) Regulations
2015 and the Procurement Reform Act Scotland 2014.
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c) Officers are also expected to use their discretion in obtaining more than the minimum number
of quotations if they have doubts about the competitiveness of those obtained.

d) Where consultancy advice is being obtained, the procurement of such advice must be in
accordance with guidance issued by the SGHD — MEL (1994)4.

e) No order shall be issued for any item or items to any firm which has made an offer of gifts,
reward or benefit to directors or employees, other than:

1. Isolated gifts of a trivial character or inexpensive seasonal gifts, such as calendars;
conventional hospitality, such as lunches in the course of working visits.

2. Any officer who receives an offer shall notify his/her manager as soon as practicable. The
manager will consult with the Finance Director (and/or Chief Executive) on what action is to
be taken.

3. Visits at suppliers’ expense to inspect equipment etc. must not be undertaken without the
prior approval of the Chief Executive.

f) No requisition/order is placed for any item or items for which there is no budget provision
unless authorised by the Finance Director on behalf of the Chief Executive.

g) All goods, services, or works are ordered on an official order except works and services
executed in accordance with a contract and purchases from petty cash.

h) Verbal orders must only be issued very exceptionally — by an employee designated by the
Chief Executive and only in cases of emergency or urgent necessity. These must be confirmed
by an official order and clearly marked “Confirmation Order”.

i) Orders are not split or otherwise placed in a manner devised so as to avoid the financial
thresholds.

j) Goods are not taken on trial or loan in circumstances that could commit the Board to a future
uncompetitive purchase.

k) Advice is sought from the appropriate supplies advisor, and the Finance Director (and/or the
Chief Executive) is consulted if this advice is not acceptable.

[) Changes to the list of directors/employees authorised to certify invoices are notified to, and
agreed with, the Finance Director.

m) Purchases from petty cash are restricted in value and by type of purchase in accordance with
instructions issued by the Finance Director.

n) Purchases via Purchasing Cards are in accordance with instructions issued by the Finance
Director.

0) Petty cash records are maintained in a form as determined by the Finance Director.

10.3 Tendering Procedures

The procedure for making all contracts by or on behalf of the Board shall comply with these
Standing Financial Instructions.

Public Contracts (Scotland) Regulations 2015 and the Procurement Reform Act Scotland
2014procedures for awarding all forms of contracts shall have effect as if incorporated in
Standing Orders and Standing Financial Instructions.

The Board shall comply as far as is practicable with the requirements of the “Scottish Capital
Investment Manual’. In the case of management consultancy contracts the Board shall comply
as far as is practicable with SGHSCD guidance “The Use of Management Consultants by
Scottish Health Authorities” (MEL (1994) 4).

Where the estimated value of the contract is £50,000 or greater (exclusive of VAT), a regulated
tender process will be carried out. Where the estimated value of the contract is between £5,000
and £50,000 a quotation process will be carried out and both processes will cover:

a) The supply of all goods, materials and manufactured articles not available to the Board through
national contracts.

Page 31 of 54



b) For the rendering of services including all forms of management consultancy services (other
than specialised services sought from or provided by the SGHSCD).

c) For the design, construction and maintenance of building and engineering works (including
construction and maintenance of grounds and gardens).

d) For disposals of assets.

The Chief Executive and Finance Director may dispense with the requirements for competitive
tendering or quotations if they jointly agree that it is not possible or desirable to undertake or
obtain having regard for all the circumstances. Such decisions and their reasons must be
recorded. Formal tendering procedures may be waived with the approval of the Chief Executive
and Finance Director where:

a) The time scale genuinely precludes competitive tendering. Failure to plan the work properly is
not a justification for single tender; or

b) Specialist expertise is required and is available from only one source; or

c) The task is essential to complete the project, and arises as a consequence of a recently
completed assignment and engaging different consultants for the new task would be
inappropriate; or

d) There is a clear benefit to be gained from maintaining continuity with an earlier project.
However in such cases the benefits of such continuity must outweigh any potential financial
advantage to be gained by competitive tendering;

e) The Product has been used within the hospital or other secure units and meets a security
need. You must provide evidence of other similar products and the reason these will not suit.
(statement from the Director of Security, Estates and Resilience is required)or

f) As provided for in the Scottish Capital Investment Manual.

g) The overall value of the contract exceeds £10,000 + VAT.

The limited application of the single tender rules should not be used to avoid competition or for
administrative convenience or to award further work to a consultant originally appointed through
a competitive procedure.

Where it is decided that competitive tendering is not applicable and should be waived by virtue
of the above, the fact of the waiver and the reasons must be documented and reported by the
Chief Executive to the Board in a formal meeting and recorded in a register kept for that
purpose.

Except where 10.3.5 or a requirement under 10.3.2, applies, the Board shall ensure that
invitations to tender are sent to a sufficient number of firms/individuals to provide fair and
adequate competition as appropriate. This would normally comprise no less than three,
firms/individuals, having regard to their capacity to supply the goods or materials or to undertake
the services or works required.

The Board shall ensure that normally the firms/individuals invited to tender (and where
appropriate, quote) are among those on approved lists. Where in the opinion of the Finance
Director it is desirable to seek tenders from firms not on the approved lists, the reason shall be
recorded in writing to the Chief Executive. Suppliers shall normally be chosen in rotation from
the list unless the approval of the Chief Executive or nominated officer is given.

Tendering procedures are set out in a separate Procurement Policy for Tendering and
Contracting.

Quotations are required where formal tendering procedures are waived under 10.3.5 a) or ¢)

and where the intended expenditure or income exceeds, or is reasonably expected to exceed
£5,000.
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Where quotations are required under 10.3.4 they should be obtained from at least three
firms/individuals based on specifications or terms of reference prepared by, or on behalf of, the
Board.

Quotations should be in writing unless the Chief Executive or nominated officer determines that
it is impractical to do so in which case quotations may be obtained by telephone. Confirmation
of telephone quotation should be obtained as soon as possible and the reasons why the
telephone quotation was obtained should be set out in a permanent record.

All quotations should be treated as confidential and should be retained for inspection.

The Chief Executive or nominated officer should evaluate the quotations and select the one
which gives the best value for money. If this is not the lowest then this fact and the reasons why
the lowest quotation was not chosen should be in a permanent record.

Non-competitive quotations in writing may be obtained for the following purposes:

a) The supply of goods/services of a special character for which it is not, in the opinion of the
Chief Executive or their nominated officer, possible or desirable to obtain competitive
quotations.

b) The goods/services are required urgently; and

c) Where tenders or quotations are not required, because expenditure is below £5,000, the Board
shall procure goods and services in accordance with procurement procedures prepared by the
Finance Director.

10.4 Contracts
The Board may only enter into contracts within its statutory powers and shall comply with:

a) Standing Orders.

b) Standing Financial Instructions.

c) WTO GPA Directives and other statutory provisions.

d) Any relevant directions including the Scottish Capital Investment Manual and guidance on the
Use of Management Consultants (MEL(1994)4.)

e) Such of the NHS Standard Contract Conditions as are applicable.

f) Public Contracts (Scotland) Regulations 2015.

g) Procurement Reform Act Scotland 2014.

Where appropriate, contracts shall be in or embody the same terms and conditions of contract
as was the basis on which tenders or quotations were invited.

In all contracts made the Board shall endeavour to obtain best value for money. The Chief
Executive shall formally nominate an officer who shall oversee and manage each contract on
behalf of the Board.

All contracts entered into by the Board shall contain clauses, standard examples of which are
detailed in the Procurement Policy, empowering the Board to:

a) Cancel the contract and recover all losses in full where a company or their representative has
offered, given or agreed to give, any inducement to Board staff.

b) Recover all losses in full or enforce specific performance where goods or services are not
delivered in line with contract terms.

Contracts involving “Funds Held on behalf of the Board” shall be made individually to a specific
named fund and shall comply with the requirements of the Charities Acts and regulations.
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The Finance Director shall ensure that the arrangements for financial control and the financial
and technical audit of building and engineering contracts and property transactions comply with
guidance contained within The Property Transaction Handbook CEL (2011)08 and SCIM CEL
(2009)19.

10.5 Grants and Similar Payments

Any grants or similar payments to local authorities and voluntary organisations or other bodies
shall comply with procedures laid down by the Finance Director which shall be in accordance
with the relevant Acts.

The financial limits for officers’ approval of grants or similar payments are set out in the Scheme
of Delegation.

10.6 In-house Services

The Chief Executive shall be responsible for ensuring that best value for money can be
demonstrated for all services provided under contract or in-house. The Board may also
determine from time to time that in-house services should be market tested by competitive
tendering.

In all cases where the Board determines that in-house services should be subject to competitive
tendering the following groups shall be set up:

a) Service specification group, comprising the Chief Executive or nominated officer(s) and
specialist(s).

b) In-house tender group, comprising representatives of the in-house team, a nominee of the
Chief Executive and technical support.

c) Evaluation group, comprising normally a specialist officer, a procurement officer and a
Finance Director representative. For services having a likely annual expenditure exceeding
£250,000, a Non-Executive Director should be a member of the evaluation group.

All groups should work independently of each other but individual officers may be a member of
more than one group. No member of the in-house tender group may, however, participate in the
evaluation of tenders.

The evaluation group shall make recommendations to the Board.

The Chief Executive shall nominate an officer to oversee and manage the contract.
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11 STORES AND RECEIPT OF GOODS

Subiject to the responsibility of the Finance Director for the systems of control, overall
responsibility for the control of stores shall be delegated to the Procurement Manager by the
Chief Executive. The day-to-day responsibility may be delegated by him/her to departmental
employees and stores managers/keepers, subject to such delegation being entered in a record
available to the Finance Director. The control of Pharmaceutical stocks shall be the
responsibility of a nominated pharmaceutical officer; the control of fuel oil and bio-fuel of a
designated facilities manager.

The responsibility for security arrangements and the custody of keys for all stores and locations
shall be clearly defined in writing by the nominated managers.

Wherever practicable, stocks should be marked as health service property.

The Finance Director shall set out procedures and systems to regulate the stores including
records for receipt of goods, issues, and returns to stores, and losses.

Where a complete system of stores control is not justified, alternative arrangements shall
require the approval of the Finance Director.

The nominated managers shall be responsible for a system approved by the Finance Director
for a review of slow moving and obsolete items and for condemnation, disposal, and
replacement of all unserviceable articles. The designated officer shall report to the Finance
Director any evidence of significant overstocking and of any negligence or malpractice (see also
15, Disposals and Condemnations, Losses and Special Payments). Procedures for the disposal
of obsolete stock shall follow the procedures set out for disposal of all surplus and obsolete
goods.

Stock levels should be kept to a minimum consistent with operational efficiency.

Stocktaking arrangements shall be agreed with the Finance Director and there shall be a
physical check covering all items in store at least once a year.

Those stores designated by the Finance Director as comprising more than seven days of
normal use should be:

a) Subjected to annual or continuous stock-take.
b) Valued at the lower of cost and net realisable value.
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12

RISK MANAGEMENT AND INSURANCE

The Chief Executive shall ensure that the Board has a programme of risk management which
will be approved and monitored by the Board.

The programme of risk management shall include:

a)
b)

A process for identifying and quantifying risks and potential liabilities.

Engendering among all levels of staff a positive attitude towards the identification and
control of risk.

Management processes to ensure all significant risks and potential liabilities are addressed
including effective systems of internal control, cost effective insurance cover, and decisions
on the acceptable level of retained risk.

Contingency plans to offset the impact of adverse events, including a business continuity
plan.

Audit arrangements including incident reporting and review, internal audit, clinical audit,
health and safety review.

Arrangements to review and update the risk management programme.

Development of a financial risk management strategy to cope with possible in-year
variations to the initially set budgets.

The existence, integration and evaluation of the above elements will provide a basis for the
Audit and Risk Committee to provide appropriate assurance to the Directors that the necessary
controls are in place to allow the Directors to sign the Governance Statement in keeping with
Corporate Governance in the NHS.

The Finance Director shall ensure that appropriate insurance arrangements exist in accordance
with the risk management programme.
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13 INFORMATION TECHNOLOGY

The Finance Director is responsible for the accuracy and security of the computerised financial
data of the Board and shall:

a) Devise and implement any necessary procedures to ensure adequate (reasonable)
protection of the Board’s data, programs and computer hardware for which she/ he is
responsible from accidental or intentional disclosure to unauthorised persons, deletion or
modification, theft or damage, having due regard for the Data Protection Act 1998 and
General Data Protection Regulations (EU) 2016/679 (GDPR).

b) Ensure that adequate controls exist over data entry, processing, storage, transmission and
output to ensure security, privacy, accuracy, completeness, and timeliness of the data, as
well as the efficient and effective operation of the system.

c) Ensure that adequate controls exist such that the computer operation is separated from
development, maintenance and amendment.

d) Ensure that the Board is compliant with information regulation and legislation.

e) Ensure that electronic signatures are only used with the written approval of the Finance
Director.

f) Ensure that adequate controls exist for all acquisition/disposal of computer equipment.

g) Ensure that an adequate audit trail exists through the computerised system and that such
computer audit reviews as he may consider necessary are being carried out.

h) Ensure that contingency planning, including business continuity, is undertaken and that
adequate contingency arrangements are in place.

The Finance Director shall satisfy him/herself that new financial systems and amendments to
current financial systems are developed in a controlled manner and thoroughly tested prior to
implementation. Where this is undertaken by another organisation, assurances of adequacy will
be obtained from them prior to implementation.

In the case of computer systems which are proposed General Applications (i.e. normally those
applications which the majority of Health Boards /Boards in the area wish to sponsor jointly) all
responsible directors and employees will send to the Finance Director:

a) Details of the outline design of the system.

b) Contract details and/or standard contract conditions.

c) Inthe case of packages acquired either from a commercial organisation, from the NHS, or
from another public sector organisation, the operational requirement.

These should form part of the national e-Health platform and be procured using framework
agreements as set out in section 10.2.2, unless not suitable for the organisations due to cost or
functionality.

The Finance Director shall ensure that for contracts for computer services for financial
applications with another body, the Board periodically seek assurances that adequate controls
are in operation, such as service audits.

Where computer systems have an impact on corporate financial systems the Finance Director
shall satisfy him/herself that:

a) Systems acquisition, development and maintenance are in line with corporate policies such
as the eHealth Strategy.

b) Data produced for use with financial systems is adequate, accurate, complete and timely,
and that an audit trail exists.

c) Systems are appropriate for future business need as well as the present.

d) Finance Directorate staff have access to such data.

e) Such computer audit reviews as are considered necessary are being carried out.
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The Associate Medical Director shall devise and implement any necessary procedures to
protect the Board and individuals from inappropriate use or misuse of patient confidential
information held on computer files after taking account of the Data Protection Act 1998 and
General Data Protection Regulations (EU) 2016/679 (GDPR). The appointed Information
Governance and Data Security Officer will provide the same assurances over all other non-
patient data.

The Finance Director shall devise and implement any necessary procedures to comply with the
Freedom of Information (Scotland) Act 2002.
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14 AUDIT
14.1 Audit and Risk Committee

In accordance with Standing Orders the Board shall formally establish an Audit and Risk
Committee, with clearly defined terms of reference, which will consider:

a) Internal control and corporate governance, including ensuring that relevant controls are in
place and that appropriate assurances can be provided to allow the directors to sign the
required statements.

b) Internal audit.

c) External audit.

d) Standing orders and standing financial instructions.

e) Accounting policies.

f) Annual accounts (including the schedules of losses and compensations).

Where the Audit and Risk Committee is satisfied there is evidence of ultra vires transactions,
evidence of improper acts, or any other issue, the Chair of the Audit and Risk Committee should
raise the matter at a meeting of the Board or convene an emergency Board meeting if required.
Exceptionally, the matter may need to be referred to the SGHSCD.

It is the responsibility of the Audit and Risk Committee with the guidance of the Finance Director
to ensure that both an effective and cost-effective internal audit service is provided. The Finance
Director will retender Internal Audit services at least every five years. The Review panel will
include the Chairperson of the Audit and Risk Committee, the Chief Executive and the Finance
Director and may also include other members of the Audit and Risk Committee. Tendering will
be done on the basis of Technical ability, a Qualitative assessment and affordability.

14.2  Director of Finance and eHealth (“Finance Director”)
The Finance Director is responsible for:

a) Ensuring there are arrangements to review, evaluate and report on the effectiveness of
internal control, including the establishment of an effective internal audit function.

b) Ensuring that Internal Audit is adequate and meets the NHS mandatory audit standards.

c) With regard to the Governance Statement, arranging for the provision of the necessary
compliance evidence which would:

1. Identify and disclose where there is a significant control weakness.
2. Show where a control has been introduced during the financial year.

d) Developing and documenting an effective Fraud, Theft and Other Financial Irregularity
Policy, and

e) Investigating cases of fraud, misappropriation or other irregularities, in consultation with the
Chief Internal Auditor, Counter Fraud Service and the Police, where appropriate and shall
notify the Chief Executive and Audit and Risk Committee.

f) Ensuring that the Chief Internal Auditor prepares a detailed operational plan each financial
year for approval by the Audit and Risk Committee.

g) Ensuring that an annual internal audit report is prepared by the Chief Internal Auditor, in
accordance with the timetable laid down by the Audit and Risk Committee, for the
consideration of the Audit and Risk Committee and the Board.
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i) The report must cover:

A clear statement on the effectiveness of internal control.

Maijor internal control weaknesses discovered.

Progress on the implementation of internal audit recommendations.
Progress against plan over the previous year.

PN~

The Finance Director or designated auditors are entitled without necessarily giving prior notice
to require and receive:

a) Access to all records, documents and correspondence relating to any financial or other
relevant transactions, including documents of a confidential nature.

b) Access at all reasonable times to any land, premises or employees of the Board.

c) The production of any cash, stores or other property of the Board under an employee’s
control.

d) Explanations concerning any matter under investigation.

14.3 Internal Audit

The role, objectives and scope of Internal Audit are set out in the mandatory Public Sector
Internal Audit Standards.

Internal Audit will review, appraise and report upon:

a) The extent of compliance with and the financial effect of relevant established policies, plans
and procedures.

b) The adequacy and application of financial and other related management controls, including
internal financial controls.

c) The suitability of financial and other related management data.

d) The extent to which the Board’s assets and interests are accounted for and safeguarded
from loss of any kind, arising from:

1. Fraud and other offences.

2. Poor risk assessment.

3. Waste, extravagance, inefficient administration.
4. Poor value for money or other causes.

Whenever any matter arises which involves, or is thought to involve, irregularities concerning
cash, stores, or other property or any suspected irregularity in the exercise of any function of a
pecuniary nature, the Finance Director must be notified immediately.

The Chief Internal Auditor, or appointed representative, will normally attend Audit and Risk
Committee meetings and has a right of access to all Audit and Risk Committee members, the
Chairperson and Chief Executive of the Board.

The Chief Internal Auditor shall be accountable to the Finance Director. The reporting and
follow-up systems for internal audit shall be agreed between the Finance Director, the Audit and
Risk Committee and the Chief Internal Auditor. The agreement shall be in writing and shall
comply with the guidance on reporting contained in the Public Sector Internal Audit Standards.
The reporting and follow-up systems shall be reviewed at least every 3 years.

The Chief Internal Auditor shall issue reports in accordance with the Internal Audit reporting
mechanism agreed by the Audit and Risk Committee. Failure to take any necessary remedial
action within a reasonable period shall be reported to the Chief Executive. Where, in exceptional
circumstances, the use of normal reporting channels could be seen as a possible limitation of
the objectivity of the audit, the Chief Internal Auditor shall seek the advice of the Chairperson of
the Board.
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14.4 External Audit

The external auditor is concerned with providing an independent assurance of the Board’s
financial stewardship including value for money, probity, material accuracy, compliance with
guidelines and accepted accounting practice for NHS accounts. Responsibility for securing the
audit of the Board rests with Audit Scotland. The appointed External Auditor’s statutory duties
are contained in the Public Finance and Accountability (Scotland) Act 2000.

The external auditor has a general duty to satisfy him/herself that:

a) The Board’s accounts have been properly prepared in accordance with directions given
under s86(1) of the National Health Service (Scotland) Act 1978.

b) Proper accounting practices have been observed in preparation of the accounts.

c) The Board has made proper arrangements for securing economy, efficiency and
effectiveness in the use of its resources.

d) The Internal Audit function is adequate.

In addition to these responsibilities, Audit Scotland’s Code of Audit Practice requires the
appointed auditor to consider:

a) Whether the statement of accounts presents a true and fair view of the financial position of
the Board.

b) The Board’s main financial systems.

¢) The arrangements in place at the Board for prevention and detection of fraud and corruption.

d) Aspects of the performance of particular services and activities.

e) The Board’s management arrangements to secure economy, efficiency and effectiveness in
the use of resources.

The Board’s Audit and Risk Committee provides a forum through which Non-Executive Directors
can secure an independent view of any major activity within the appointed auditor’s remit. The
Audit and Risk Committee has a responsibility to ensure that the Board receives a cost-effective
service and that co-operation with senior managers and Internal Audit is appropriate.
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15 DISPOSALS AND CONDEMNATIONS, LOSSES AND SPECIAL PAYMENTS
15.1 Disposals and Condemnations

The Finance Director shall maintain detailed procedures for the disposal of assets (excluding
land) including condemnations and ensure that these are notified to managers.

When it is decided to dispose of an asset, the head of department or authorised deputy will
determine and advise the Finance Director of the estimated market value of the item, taking
account of professional advice where appropriate.

All unserviceable articles shall be:

a) Condemned or otherwise disposed of by an employee authorised for that purpose by the
Finance Director.

b) Recorded by the relevant officer, in a form approved by the Finance Director, which will
indicate whether the articles are to be converted, destroyed or otherwise disposed of. All
entries shall be confirmed by the countersignature of a second employee authorised for the
purpose by the Finance Director.

c) The relevant officer shall ensure that any article disposed of, is done so in accordance with
appropriate guidance or regulations.

d) The relevant officer shall satisfy him/herself as to whether or not there is evidence of
negligence in use and shall report any such evidence to the Finance Director who will take
the appropriate action.

The Director of Security Estates and Resilience will ensure that the Board complies with the
Property Transactions Handbook and will ensure that detailed procedures are in place for the
disposal of land.

15.2 Losses and Special Payments

The Finance Director must prepare procedural instructions on the recording of and accounting
for condemnations, losses, and special payments.

Special payments are defined in more detail in the Scottish Public Finance Manual. The main
types which may be relevant to the State Hospital are:

a) A compensation payment is one made in respect of unfair dismissal in respect of personal
injuries, traffic accidents, damage to property etc, suffered by staff or by others.

b) Special severance payments are paid to employees beyond and above normal statutory or
contractual requirements when leaving employment in public service whether they resign,
are dismissed or reach an agreed termination of contract. See the section of the SPFM on
Severance, Early Retirement and Redundancy Terms.

c) Ex gratia payments are payments made where there is no legal obligation to pay. There
must always, however, be good public policy grounds for making such payments. Into this
category will fall some out of court settlements, such as cases where the pursuer has no
legal case but the Board wants to stop the litigation because it is costly in time and
resources. It would not however include cases where the settlement is a negotiated price to
settle a potentially higher legal liability. Other examples of ex gratia payments would be
payments as compensation for distress or loss arising from a perceived failure of the Board
but where there was no legal obligation to pay.

Within limits delegated to it by the SGHSCD (CEL 10 (2010), the Board, following the
recommendation of the Audit and Risk Committee, shall review the Summary of Losses and
Special Payments which shall be prepared by the Finance Director in the form laid down in the
Health Board Manual for Accounts, SFR 18.
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Theft / Arson / Willful Damage No of Delegate
Cases d Limit
Cash 10,000
Stores/procurement 20,000
Equipment 10,000
Contracts 10,000
Payroll 10,000
Buildings & Fixtures 20,000
Other 10,000
Fraud, Embezzlement & other irregularities (inc. attempted fraud) No of Delegate
Cases d Limit
Cash 10,000
Stores/procurement 20,000
Equipment 10,000
Contracts 10,000
Payroll 10,000
Other 10,000
Nugatory & Fruitless Payments No of Delegate
Cases d Limit
10,000
Claims Abandoned: No of Delegate
Cases d Limit
(a) Private Accommodation 10,000
(b) Road Traffic Acts 20,000
(c) Other 10,000
Stores Losses: No of Delegate
Cases d Limit
Incidents of the Service
- Fire 20,000
- Flood 20,000
- Accident 20,000
Deterioration in Store 20,000
Stocktaking Discrepancies 20,000
Other Causes 20,000
Losses of Furniture & Equipment and Bedding & Linen in circulation: No of Delegate
Cases d Limit
Incidents of the Service — Fire 10,000
- Flood 10,000
- Accident 10,000
Disclosed at physical check 10,000
Other Causes 10,000
Compensation Payments - legal obligation No of Delegate
Cases d Limit
Clinical 250,000
Non-clinical 100,000
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Ex-gratia payments No of Delegated
Cases Limit
Extra-contractual Payments 10,000
Compensation Payments - ex-gratia - Clinical 250,000
Compensation Payments - ex-gratia - Non Clinical 100,000
Compensation Payments - ex-gratia - Financial Loss 25,000
Other Payments 2,500
Damage to Buildings and Fixtures No of Delegated
Cases Limit
Incidents of the Service — Fire
- Fire 20,000
- Flood 20,000
- Accident 20,000
- Other Causes 20,000
Extra-Statutory & Extra-regulationary Payments No of Delegated
Cases Limit
0
Gifts in cash or kind No of Delegated
Cases Limit
10,000
Other Losses No of Delegated
Cases Limit
10,000

The Finance Director shall be authorised to take any necessary steps to safeguard the Board’s

interests in bankruptcies and company liquidations.

For any loss, the Finance Director should consider whether any insurance claim can be made.

The Board shall delegate to the Chief Executive and the Finance Director, acting jointly, its

responsibility for the approval of losses and authorisation of special payments for such

categories or values of losses as within limits to the Board by the SGHSCD.

The Finance Director shall maintain a Losses and Special Payments Register in which write-off

action is recorded — which shall be reviewed on an annual basis.

No losses or special payments exceeding delegated limits (CEL 10 (2010)) shall be written off

or made without the prior approval of the SGHSCD.
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15.3  Theft, Fraud, Embezzlement, Corruption and Other Financial Irregularities

The Finance Director must prepare a ‘fraud response plan’, incorporating the requirements of
HDL (2004) 23, updated by CEL(2009)18, that sets out the action to be taken both by persons
detecting a suspected fraud and those persons responsible for investigating it.

The Finance Director will be the nominated contact for the National Fraud Initiative (NFI) and
will authorise the release of the required data for this purpose. The Finance Director may
delegate the NFI investigation and reporting requirements, to suitable representatives. The
Finance Director will ensure that all staff receive the required notifications that their information
will be used for this purpose.

The following procedures should be followed, as a minimum, in cases of suspected theft, fraud,
embezzlement, corruption or other financial irregularities to comply with Scottish Government
Health Department Circular No HDL(2002)88 This procedure also applies to any non-public
funds.

The Chief Executive has the responsibility to designate an officer within the Board with specific
responsibility for co-ordinating action where there are reasonable grounds for believing that an
item of property, including cash, has been stolen.

It is the designated officer’s responsibility to inform as he/she deems appropriate the police, the
Counter Fraud Services (CFS), the appropriate director, the Appointed Auditor and Internal
Auditor where such an occurrence is suspected.

Where any officer of the Board has grounds to suspect that any of the above activities has
occurred, his or her local manager should be notified without delay. Local managers should in
turn immediately notify the Board's Finance Director, who should ensure consultation with the
CFS, normally by the Fraud Liaison Officer. It is essential that preliminary enquiries are carried
out in strict confidence and with as much speed as possible.

If, in exceptional circumstances, the Finance Director and the Fraud Liaison Officer are
unavailable the local manager will report the circumstances to the Chief Executive who will be
responsible for informing the CFS. As soon as possible thereafter the Director of Finance should
be advised of the situation.

Where preliminary investigations suggest that prima facie grounds exist for believing that a
criminal offence has been committed, the CFS will undertake the investigation, on behalf of, and
in co-operation with, the Board. At all stages, the Finance Director and the Fraud Liaison Officer
will be kept informed of developments on such cases. All referrals to the CFS must also be
copied to the Appointed Auditor.

The Chief Executive has also the responsibility to designate an officer within the Board as
Counter Fraud Champion. The role is a strategic one, and focuses on spearheading change in
culture and attitudes towards NHS fraud. Full background to this role is included within CEL 3
(2008). As such the role of Champion will complement the role of the Fraud Liaison Officer and
includes responsibility for:

a) Raising the profile of counter fraud initiatives and publicity.

b) Ensuring recommendations from investigation reports by NHSScotland Counter Fraud
Services (CFS) are implemented.

c) Monitor implementation of CFS recommendations and ensure compliance with them.

d) Set clear guidelines and measures for monitoring the effectiveness of implementation.
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15.4 Remedial action

As with all categories of loss, once the circumstances of a case are known the Finance Director
will require to take immediate steps to ensure that so far as possible these do not recur.
However, no such action will be taken if it would prove prejudicial to the effective prosecution of
the case. It will be necessary to identify any defects in the control systems, which may have
enabled the initial loss to occur, and to decide on any measures to prevent recurrence.

15.5 Reporting to the SGHSCD

Under Enhanced Reporting of NHS Fraud & Attempted Fraud CEL ( 2010)10 an annual return
SFR18 must be completed, as part of the annual account process, to report all cases of Fraud
to the SGHSCD. There may be occasions where the nature of scale of the alleged offence or
the position of the person or persons involved, could give rise to national or local controversy
and publicity. Moreover, there may be cases where the alleged fraud appears to have been of a
particularly ingenious nature or where it concerns an organisation with which other health sector
bodies may also have dealings. In all such cases, the SGHSCD must be notified of the main
circumstance of the case at the same time as an approach is made to the CFS. However all
significant or unusual incidents involving patients’ finds or endowments should be reported to
the SGHSCD.

15.6 Responses to Press Enquiries

Where the publicity surrounding a particular case of alleged financial irregularity attracts
enquiries from the press or other media, the Chief Executive should ensure that the relevant
officials are fully aware of the importance of avoiding issuing any statements, which may be
regarded as prejudicial to the outcome of criminal proceedings.

15.7  Counter Fraud Services (CFS) — Access to Data

CFS work closely with the Board and may at times require access to evidence relating to
ongoing investigations. Scottish Government Health & Social Care Directorate endorse that
Boards should support the important role played by CFS and that any CFS staff acting on the
Finance Director’s behalf should be allowed access to the following:

a) All records, documents and correspondence relating to relevant transactions.

b) At all reasonable times, access to any premises or land of the State Hospital.

c) The production or identification by any employee of the Board, cash, stores or other property
under the employee’s control.
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16 PATIENTS’ PROPERTY

The Board has a responsibility to provide safe custody for money and other personal property
(hereafter referred to as “property”) handed in by patients, in the possession of unconscious or
confused patients.

The Chief Executive is responsible for ensuring that patients or their guardians, as appropriate,
are informed before or at admission that the Board will not accept responsibility or liability for
patients’ property brought into Health Service premises, unless it is handed in for safe custody
and a copy of an official patients’ property record is obtained as a receipt.

The Director of Security Estates and Resilience must provide detailed written instructions on the
collection, custody, investment, recording, safekeeping, and disposal of patients’ property
(including instructions on the disposal of the property of deceased patients and of patients
transferred to other premises) for all staff whose duty is to administer, in any way, the property
of patients. Due care should be exercised in the management of a patient’s money in order to
maximise the benefits to the patient.

Where SGHSCD instructions require the opening of separate accounts for patients’ moneys,
these shall be opened and operated under arrangements agreed by the Finance Director.

In all cases where property of a deceased patient is of a total value in excess of £5,000 (or such
other amount as may be prescribed by any amendment to the Administration of Estates, Small
Payments, Act 1965), the production of Probate or Letters of Administration shall be required
before any of the property is released. Where the total value of property is £5,000 or less, forms
of indemnity shall be obtained. Any payment by the Hospital towards funeral expenses should
be approved by the Finance Director.

Staff should be informed, on appointment, formally in writing by the Human Resources Director
and by the appropriate departmental or senior manager of their responsibilities and duties for
the administration of the property of patients.

Where patients’ property or income is received for specific purposes and held for safekeeping
the property or income shall be used only for that purpose, unless any variation is approved by
the donor or patient in writing.

The Finance Director shall prepare an abstract of receipts and payments of patients’ private
funds in the form laid down in the Health Board Accounts Manual. This abstract shall be audited
independently and presented to the Audit and Risk Committee annually.

In general staff are not allowed to receive benefit from any patient’s Will. If staff become aware
of an intention to include themselves in a Will, staff should discourage such action. This should
be reported to the appropriate manager. Anyone receiving a bequest should report this to their
line manager to determine further action. Except in cases of the direst emergency, staff should
not be involved in witnessing or otherwise in the making of a patient’s Will. Any reference of
such matters by a patient to a member of staff should immediately be communicated to
Advocacy or the Board management, who may arrange for a local solicitor’s services to be
made available to the patient, if that is wished.

In order to comply with the Gambling Act 2005, patients are not allowed to gamble or place

bets. Clinical staff should therefore not approve any requests from patients to withdraw funds for
this purpose.
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17 RETENTION OF DOCUMENTS

The Chief Executive shall be responsible for maintaining archives for all documents required to

be retained under the direction contained in SHM 58/60, NHS MEL (1993)152 “Guidance for the
Retention and Destruction of Health Records” and HDL (2006) 28 “The Management, Retention
and Disposal of Administrative Records”, The Scottish Government records management: NHS
code of practice (Scotland) version 2.1: 11 January 2012.

The documents held in archives shall be capable of retrieval by authorised persons.

Documents held under the above guidance shall only be destroyed at the express instigation of
the Chief Executive, records shall be maintained of documents so destroyed.
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18 STANDARDS OF BUSINESS CONDUCT
18.1  General Responsibility
It shall be the responsibility of the Chief Executive to:

a) Ensure that the Scottish Government Health and Social Care Directorate guidelines on
standards of business conduct for NHS staff (MEL (1994) 48) are brought to the attention of
all staff, and effectively implemented.

b) Develop local policies and the processes to implement them, in consultation with staff and
local staff representatives.

c) Ensure that such policies are kept up to date.

The Ethical Standards in Public Life etc. (Scotland) Act 2000 provides a code of conduct for
members of the State Hospitals Board for Scotland. This code was incorporated into Board
Standing Orders in May 2003. The principles that apply to gifts and hospitality set out in
Standing Orders (Section 3) apply equally to all staff.

18.2  Acceptance of Gifts and Hospitality

The acceptance of gifts, hospitality or consideration of any kind from contractors and other
suppliers of goods or services as an inducement or reward is not permitted under the Corruption
Acts 1906 and 1916. In the event of a contractor or other supplier of goods or services making
such an offer to any officer, either for their personal benefit or the “benefit” of the Board, the
guidance given in HSG(93)5 and NHS Circular HDL (2003) 62 (or subsequent guidance issued
by the Scottish Government Health and Social Care Department) must be followed. Initially, the
matter must be reported to an individual’s line manager, or the relevant Director. Acceptance, or
refusal, of gifts or hospitality must be entered in a Register of Hospitality and Interests, which
will be maintained by the Finance Director. The register will also record details of hospitality
provided by the Board’s employees:

a) Articles of a low intrinsic value, such as business diaries or calendars, need not be refused.

b) Care should also be taken in accepting hospitality such as lunches and dinners, corporate
hospitality events etc. All such offers should be reported to the officers line manager before
accepting.

c) Visits at suppliers expense to inspect equipment etc should not be undertaken without the
prior approval of the Chief Executive and in the case of the Chief Executive by the prior
approval of the Chairperson. Costs associated with such visits will be borne by the State
Hospital.

d) If officers are involved in the acquisition of goods and services they should adhere to the
ethical code of the Institute of Purchasing and Supply.

e) Officers should ensure that the acceptance of commercial sponsorship will not influence or
jeopardise purchasing decisions.

18.3  Private Transactions
Where offers of goods or services do not involve inducement or reward, employees should still
not accept gifts from commercial sources other than inexpensive articles such as calendars or

diaries. If any such gifts should arrive unsolicited, the advice of the Finance Director should be
sought.
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18.4 Declaration of Interest

Employees having official dealings with contractors and other suppliers of goods or services
should avoid transacting any kind of private business with them by means other than normal
commercial channels. No favour or preference as regards price or otherwise which is not
generally available should be sought or accepted.

In accordance with Standing Order 5, the Chief Executive shall be advised of declared
pecuniary interests of Directors or senior staff for recording in the Register of Hospitality and
Interests.

The Finance Director is responsible for putting in place arrangements for staff to declare
interests. In accordance with Data Protection principles, access is strictly controlled on a need
to know basis. The only department likely to be passed this information would be the
Procurement Department where there may be concern about the possibility of entering into
contracts with organisations which could conflict with registered interests.
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ANNEX 1

MINIMUM FINANCIAL CONTROLS

(extract from guidance on preparation of Statement of Internal Control March 2010)

CORPORATE GOVERNANCE

The Control Environment

Public Finance &
Accountability
(Scotland) Act 2000
HDL(2003)11

Code of Corporate Governance

SSI(2001)301/2
MEL(1994)80

Standing Orders

MEL(1994)80, Annex 4
MEL(1992)35

Scheme of Reservation and Delegation

Appointed Officer
Memorandum
SSI1(2001) 301/2

Accountable Officer Responsibilities

MEL(1994)80,
MEL(1996)42
HDL(2002)25, SGHD
Audit Committee
Handbook

Audit and Risk Committee

HDL(2002)11,
MEL(1996)42

Internal Audit function

Section 2 of the
National Health Service
Reform (Scotland) Act
2004

HDL(2002)11

Structures of assurance including CHPS

The Community Care
(Joint Working etc.)
(Scotland) Regulations
2002

CCD5/2005
CCD11/2002
Governance for Joint
Services (Paper by
Audit Scotland, Scottish
Government & COSLA)

Partnerships including Joint Futures
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Identification and Evaluation of Risks and Objectives

HDL(2006)12 Local Development Plan and regional planning
HDL(2004)46

MEL(1994)15, Risk Management

MEL(1999)14,

MEL(1994)80

Control Processes

Compliance with laws and regulations

Monitoring and Corrective Action

MEL(1994)80, Annex 5

Performance reporting

MEL(1994)80, Annex 9

Policies, procedures and control frameworks

Best Value in Public
Services — Secondary
Guidance to
Accountable Officers

Best Value

Clinical Governance

MEL(1998)75,
MEL(1998)29,
MEL(2000)29,
HDL(2005)41

Clinical Governance Committee

HIS Standards

Health Improvement Scotland Reports

Staff Governance

HDL(2004)39,
HDL(2005)52
Staff Governance
Standard

Staff Governance Committee

HDL(2006)54,
HDL(2006)23
HDL(2002)64,
MEL(1994)80, Annex 1

Remuneration Committee

KSF/Agenda for
Change guidance

Performance management and development
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Financial Governance

SI(1994)No. 468

Financial reporting

MEL(1994)80
NHS 1974(GEN)8S8

Standing Financial Instructions

MEL(1994)48
Standards Commission

Standards of Business Conduct
Model Code of Conduct

HDL(2005)5
MEL(1994)48
RIPSA
CEL11(2013)

Fraud Theft & Corruption Policy and Response Plan

NHS 1974(GEN)88

Budgetary control system

SI(94) No 468,
MEL(1994)80, Annex 9

Financial Procedures

HDL(2001)49

MEL(1992)35 &59 Acquisition, use, disposal and safeguarding of assets
,MEL(1998)9

MEL(1992)18 Capital investment control and project management
HDL(2002)87,

MEL(1996)48, SCIM

MEL(1992)8
MEL(1992)9

Property transactions procedures
Delegation of authority: land transactions

Annual Accounts
Manual

Capital Accounting
Manual

SPFM

Financial accounting and annual accounts presentation

Capital accounting policy and guidance

Financial policies and guidance for Scottish central government

bodies

Schedule 6, part
11,section 6(1) 1990
Health Act Accountable
Officer Memorandum

Arrangements to ensure resources are used effectively, efficiently

and economically

Scottish Government
IFRS Technical
Application Notes

Application of International Financial Reporting Standards from
2009/10 and the International Financial Reporting Manual issued

by HM Treasury

Health Workforce &
Performance
Directorate Guidance
13 March 2015

Settlement Agreements

Page 53 of 54




Information Governance

MEL(1994)64 IM&T strategy
HDL(2005)46
NHSScotland eHealth
Strategy Board
guidance

HDL(2006)41 Information Security Policy
MEL(1992)14
MEL(1992)45

NHS Information
System Security
Manual issued under
MEL(1994)75

NHS Scotland Information Governance Toolkit and annual improvement plan
Information
Governance Standards
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