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The Audit Committee Forvis Mazars 

Forth Valley College 5th Floor 
Grangemouth Road 3 Wellington Place 
Falkirk Leeds 
FK2 9AD LS1 4AP 

12 December 2025 

Dear Committee Members and the Auditor General for Scotland, 

Annual Audit Report – Year ended 31 July 2025 

We are pleased to present our Annual Audit Report for Forth Valley College for the year ended 31 July 2025. The purpose of this report is to summarise our audit findings and conclusions. 

This report has been prepared in accordance with the responsibilities set out within the Audit Scotland’s Code of Audit Practice (“the Code”). This report is intended solely for The Audit 
Committee for the purpose of communicating certain matters that, in our professional judgement, are relevant to your oversight of the financial reporting process. Except where required by 
law or regulation, it should not be used, quoted or made available to any other parties without our prior written consent. 

We appreciate the courtesy and co-operation extended to us by Forth Valley College throughout our audit. We would be happy to discuss the contents of this report, or any other matters 
regarding our audit, with you in more detail. 

Yours faithfully 

Michael Speight 

Forvis Mazars LLP 

Forvis Mazars LLP – Capital Square, 58 Morrison Street, Edinburgh, EH3 8BP Tel: 0131 313 7900 – www.forvismazars.com/uk 
Forvis Mazars LLP is the UK firm of Forvis Mazars Global, a leading global professional services network. Forvis Mazars LLP is a limited liability partnership registered in England and 
Wales with registered number OC308299 and with its registered office at 30 Old Bailey, London, EC4M 7AU. Registered to carry on audit work in the UK by the Institute of Chartered 
Accountants in England and Wales. Details about our audit registration can be viewed at www.auditregister.org.uk under reference number C001139861. VAT number: GB 839 8356 73 

www.auditregister.org.uk
www.forvismazars.com/uk


 
     
  

  
 

     

    
   
  
     
   

                              
                                

            

Contents 

01 Executive summary 
02 Audit approach and risk summary 
03 Significant findings 
04 Summary of misstatements 
05 Fraud considerations 
06 Wider scope and Best Value 

Appendix A: Internal control conclusions 
Appendix B: Management representation letter 
Appendix C: Audit report 
Appendix D: Confirmation of our independence 
Appendix E: Other communications 

This document is to be regarded as confidential to Forth Valley College. It has been prepared for the sole use of The Audit Committee as the appropriate sub-committee charged with 
governance by the Board of Directors. No responsibility is accepted to any other person in respect of the whole or part of its contents. Our written consent must first be obtained before 
this document, or any part of it, is disclosed to a third party. 

3 



 Executive Summary 



 

               
              

          
         

             
             

            
             

  

 

            

        

               
          

  

           
              

 

           

Executive summary 

Scope 

We have been engaged to audit the financial statements of Forth Valley College for the 
year ended 31 July 2025 which are prepared in accordance with the Statement of 
Recommended Practice: Accounting for Further and Higher Education (SORP) 2019 
edition and the Government Financial Reporting Manual (FReM) 2024-25. 

We have conducted our audit in accordance with International Standards on Auditing (UK) 
(‘ISAs’), relevant ethical and professional standards, and the requirements set out in the 
Audit Scotland’s Code of Audit Practice 2021. Our responsibilities and powers are derived 
from our appointment by the Auditor General under the Public Finance and Accountability 
(Scotland) Act 2000. 

Audit status 

Our audit procedures are now complete for the year ended 31 July 2025. 

Areas of focus and audit approach, and significant findings 

We have not made any changes to our initial risk assessment and planned audit approach 
that was communicated to The Audit Committee in our Annual Audit Plan. 

Significant control deficiencies 

We did not identify any significant deficiencies in internal control. The non-significant 
control observations that we have identified are set out in ‘Appendix A: Internal control 
conclusions’. 

Audit misstatements 

We have identified no adjusted or unadjusted misstatements above our reporting threshold. 
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Executive summary (continued) 

Audit opinion 

We have issued an unqualified opinion, without modification, as set out in Appendix C. 

Wider scope 

We anticipate having no significant wider scope risks to report in relation to the financial 
management; vision, leadership and governance; and use of resources to improve 
outcomes arrangements that the College has in place. 

We have noted a significant risk to financial sustainability as set out on page 34. Further 
details have been provided in section ‘Wider scope and Best Value’ of this report. 

Best Value 

We have identified no risks in arrangements to report in relation to the vision and 
leadership; governance and accountability; effective use of resources; partnerships and 
collaborative working; working with communities; sustainability; and fairness and equality 
arrangements that the College has in place. 

Further details have been provided in section ‘Wider scope and Best Value’ of this report. 

Regularity opinion 

We have issued an unqualified regularity opinion, meaning that in our opinion, in all 
material respects the expenditure and income recognised in the financial statements have 
been applied or incurred in accordance with any applicable enactments and guidance 
issued by the Scottish Ministers. Our regularity opinion is included in the auditor’s report in 
Appendix C. 

Performance Report and Governance Statement opinion 

We have no matters to report in respect of the Annual Governance Statement or the 
Performance Report preparation as it is consistent with the financial statements and has 
been prepared in accordance with the Further and Higher Education (Scotland) Act 1992 
and directions made thereunder by the Scottish Funding Council. Our Performance Report 
and Governance Statement opinion is included in the auditor’s report in Appendix C. 

Matters on which we report by exception 

We are required by the Auditor General for Scotland to report to you if, during the course 
of our audit, we have found that adequate accounting records have not been kept; the 
financial statements and the audited part of the Remuneration and Staff Report are not in 
agreement with the accounting records; or we have not received all the information and 
explanations we require for our audit. We have nothing to report in respect of these 
matters. 
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Executive summary (continued) 

Other information 

We are required to report on whether the other information (comprising of the Performance 
Report and the Accountability Report excluding the audited parts of the Remuneration and 
Staff Report), is materially inconsistent with the financial statements; is materially 
inconsistent with our knowledge obtained in the course of the audit; or is materially 
misstated. No inconsistencies have been identified and we have issued an unmodified 
opinion in this respect. 

Audited parts of the Remuneration and Staff Report 

We are required to provide an opinion on the audited parts of the Remuneration and Staff 
Report to confirm that have been properly prepared in accordance with the Further and 
Higher Education (Scotland) Act 1992 and directions made thereunder by the Scottish 
Funding Council. 

We have issued an unqualified opinion, without modification. Our audit opinion is included 
in the auditor’s report in Appendix C. 

Qualitative aspects of the College’s accounting practices 

We have reviewed the College’s accounting policies and disclosures and conclude that 
they comply with the Statement of Recommended Practice: Accounting for Further and 
Higher Education (SORP) 2019 edition and the Government Financial Reporting Manual 
(FReM) 2024/25, appropriately tailored to the College‘s circumstances. 

Draft accounts were received from the College on 2 October 2025 and were of a good 
quality. 

Significant difficulties during the audit 

We have not encountered any significant difficulties and we have had the full co-operation 
of management. 

Other matters of significance 

We encountered no significant difficulties during our audit and had no significant 
disagreements with management. There was effective co-operation and communication 
between Forvis Mazars, management, and The Audit Committee during our audit. All 
requested information and explanations were provided to us. 

Other matters we are required by ISA (UK) 260 Communication with Those Charged with 
Governance to communicate to you have been set out in Appendix E. 
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Audit approach and risk summary 

Changes to our audit approach 

There have been no changes to the audit approach we communicated in our Annual Audit 
Plan (issued on 8 May 2025) except for updating the figures used in the calculation of 
materiality to reflect the financial results for the year to 31 July 2025. 

Materiality 

Our provisional materiality at the planning stage of our audit was set at £694,860 using a 
benchmark of 1.75% of total income as per the Annual Audit Plan (provisional 
performance materiality: £521,145 and provisional clearly trivial threshold: £20,846). 

There have been no changes to the basis of calculation to the materiality calculation we 
communicated in the Annual Audit Plan. 
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Audit approach and risk summary (continued) 

Significant risks 
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Management override of controls Yes Yes No Yes No No No Risk satisfactorily addressed. 15 

Revenue recognition Yes No Yes Yes No No No Risk satisfactorily addressed. 16 

Defined benefit pension scheme assets No Yes Yes Yes No No No Risk satisfactorily addressed. 17 
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Audit approach and risk summary (continued) 

Other key areas of judgement, and enhanced 
risks 
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Defined benefit pension scheme assumptions No Yes Yes Yes No No No Risk satisfactorily addressed 18 

Early retirement provision No Yes Yes Yes No No No Risk satisfactorily addressed 19 

Valuation of land and buildings No Yes Yes Yes No No No Risk satisfactorily addressed 20 

Valuation of job evaluation provision No Yes No Yes No No No Risk satisfactorily addressed 21 
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Significant findings 

The significant findings from our audit include our conclusions regarding the significant risks we identified and other key areas of judgement, which are set out in this section. 

Significant risks 

Management override of Description of the risk 
controls In all entities, management at various levels within an organisation are in a unique position to perpetrate fraud because of their ability to manipulate 

accounting records and prepare fraudulent financial statements by overriding controls that otherwise appear to be operating effectively. Due to the 
unpredictable way in which such override could occur, we consider there to be a risk of material misstatement due to fraud and thus a significant risk 
on all audits. 

How we addressed this risk 

We addressed this risk through performing audit work over: 

• Accounting estimates impacting amounts included in the financial statements; 

• Consideration of identified significant transactions outside the normal course of business; and 

• Journal entries recorded in the general ledger and other adjustments made in preparation of the financial statements. 

Audit conclusion 

From the work performed over journal entries and accounting estimates, we have not identified any issues in respect of management override of 
controls or in any of the assumptions used within accounting estimates. 
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Significant findings 

Revenue recognition Description of the risk 

There is a presumption under International Standards on Auditing that there is a significant risk of fraud and error in the timing of revenue recognition 
leading to the material misstatement of revenue overall. This is because revenue is an area of particular focus by users of financial statements and 
can be subject to judgements as to when certain income streams should be recognised and if clawback conditions apply to any funding. 

The risk above applies only to the non-core grant income and other non-grant income generated by the College. The risk has been rebutted in 
relation to the core grant income received by the College, given the highly regulated nature of this income, and therefore the lower inherent and fraud 
risks associated with it. 

How we addressed this risk 

We addressed this risk through performing audit work over: 

• the design and implementation of the controls management has in place to ensure income is recognised in the correct period; 

• cash receipts around the year end to ensure they have been recognised in the right year; 

• the judgements made by management in determining when non-grant income is recognised; 

• for major grant income, obtaining counterparty confirmation; and 

• expected credit loss provisions applied to receivables at the year end, considering the appropriateness of judgements made by management 

Audit conclusion 

From the work performed, we have identified no material misstatements in respect of revenue recognition. 
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Significant findings (continued) 

Defined benefit pension Description of the risk 
scheme assets 

There is a significant asset value used in calculating the Falkirk Council Pension Fund (FCPF) position as at 31st July 2025 and due to the nature of 
the pension scheme there is significant complexity in identifying the College’s share of the assets. 

The complexity is created by factors such as: 

• The type of assets held by the pension scheme and their valuation bases; and 

• The calculation of the College’s share of the overall Scheme assets requiring the rolling forward of quarter-end valuations 

How we addressed this risk 

We addressed the risk by obtaining confirmation from the pension fund of the total value submitted to the actuary and details of how the College’s 
share of assets had been calculated. 

We then reviewed this confirmation and considered if the information provided is sufficient and challenged any inconsistencies noted. 

Audit conclusion 

From the testing performed we are satisfied that the assets used in the calculation of the defined benefit pension position are materially stated. 
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Significant findings (continued) 

Other key areas of management judgement/enhanced risks 

Defined benefit pension Description of the management judgement 
scheme assumptions The College makes contributions to two pension schemes – the Scottish Teachers Superannuation Scheme (STSS) and the Falkirk Council Pension 

Fund (FCPF). While both are defined benefit schemes, it is not possible to identify the College’s share of the underlying assets and liabilities in the 
STSS scheme and it is therefore accounted for as a defined contribution scheme. 

The College’s share of the FCPF’s underlying assets and liabilities is identifiable and the net position is recognised in the accounts. 

There are significant assumptions used in calculating the value of the liability element of the year-end position of the FCPF. 

Additionally, at 31 July 2024 the College did not recognise the notional surplus of assets above liabilities in respect of the FCPF. The results of the 
valuation exercise at 31 July 2025 was considered from the perspective of whether or not it is appropriate to include any such notional surplus on the 
Balance Sheet. 

How our audit addressed this area of management judgement 

We considered the actuarial assumptions used by the actuary when calculating the liability element of the year-end position of the FCPF. 

We utilised our internal Actuarial Valuations team in order to assess the validity of these assumptions, both individually and in combination with each 
other. 

We sought from management information to support the membership numbers included in the Actuarial report and understand how management have 
gained comfort that the data is correct. 

We reassessed to ensure that it is still not appropriate to recognise the notional surplus as an asset on the Balance Sheet. 

Audit conclusion 

From the testing performed we have gained assurance that the liability portion of the pension scheme calculation is materially stated. All of the 
assumptions used within the calculation of the pension liability were within the acceptable range set by our actuaries. 

We are also satisfied that the accounting policy to not recognise the notional surplus in respect of the pension surplus is compliant with the applicable 
accounting standards. 
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Significant findings (continued) 

Early retirement provision Description of the management judgement 

The college includes a provision in their financial statements in respect of staff who receive an enhanced pension for accepting early retirement. 
The calculation of the value of the provision uses a model which incorporates actuarial assumptions. 

How our audit addressed this area of management judgement 

We considered the actuarial assumptions used by the actuary when calculating the provisional value through the use of our internal experts. 

Audit conclusion 

From the testing performed we have gained assurance that the early retirement provision is materially stated. All of the assumptions used within the 
calculation of the pension liability were within the acceptable range set by our actuaries. 
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Significant findings (continued) 

Valuation of land and 
buildings 

Description of the management judgement 

The College holds land and buildings with a net book value of £162m as at 31 July 2025. 

In line with the requirements of the Government Financial Reporting Manual, the College has adopted a revaluation policy of an external valuation 
every year as there was no cost saving from obtaining an interim valuation compared to a full valuation. For the 2025 year-end DM Hall (Chartered 
Surveyors) provided the College with a valuation which was used to update the carrying values. 

The College policy meets the requirement of the FE SORP that assets are valued sufficiently regularly so that the carrying value of the asset is not 
materially different from its fair value. 

Given the significance of the value of fixed assets held, a misstatement in the valuation could be material to the financial statements. 

How our audit addressed this area of management judgement 

We have performed a range of substantive procedures including: 

• Reviewing management’s assessment as to whether the interim valuation sufficiently takes account of changes to land and buildings since the most 
recent full valuation undertaken at July 2023 and indexed valuation at July 2025; and 

• Challenging the assumptions within the valuation prepared by management’s expert through reference to external sources such as the BCIS 
average prices index as well as our own understanding of the estate; and 

• Reviewing the reconciliation between the College’s asset register and the general ledger; and 

• Considering the impairment review process for land and buildings. 

Audit conclusion 

From the testing performed we have gained assurance that the valuation of land and buildings is materially stated. Based on external information we 
have assessed that the indexation used by the property valuer was reasonable. 
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Significant findings (continued) 

Valuation of job evaluation 
provision 

Description of the management judgement 

Following the release of the final 2023/24 Accounts Direction for Scottish Colleges the accounting treatment for the Job Evaluation Scheme was 
updated in the 2024 financial statements with the removal of the debtor and reclassification of the creditor to provisions. 

The 2024/25 Accounts Direction requires the Colleges to account for the Scheme in an equivalent manner. 

The historic creditor was calculated using figures extracted from the Funding Allocation Letter although in recent years no separate figure has been 
provided to Colleges. As such the calculation of the provision requires Colleges to exercise judgement as to the quantum of the provision giving 
consideration to changes to staffing and pay levels since 2018. 

How our audit addressed this area of management judgement 

We considered a range of substantive procedures including: 

• Considering the proposed treatment against the requirements of the 2024/25 Accounts Direction; 

• Considering the consistency between the proposed treatment and FRS 102; 

• Considering the appropriateness of the basis of calculation of the provision; and 

• Considering whether the computation of the job evaluation provision appropriately takes account of all relevant considerations. 

Audit conclusion 

From the work performed we are satisfied that the job evaluation provision is materially correct. 
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Summary of misstatements 

Unadjusted misstatements 

Our overall materiality, performance materiality, and clearly trivial (reporting) threshold were reported in our Audit Summary Memorandum, issued on 8 May 2025. Any subsequent 
changes to those figures are set out in the ‘Audit Approach and Risk Summary’ section of this report. 

We identified no misstatements above our reporting threshold, or that we deem to be material by nature, as at the date of this report which were not adjusted. 

Adjusted misstatements 

We identified no misstatements above our reporting threshold, or that we deem to be material by nature, as at the date of this report which required adjustment in the financial 
statements. 

Disclosure misstatements 

We have not identified any disclosure misstatements as at the date of this report. 
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Fraud considerations 

We have a responsibility to plan and perform our audit to obtain reasonable assurance 
that the financial statements are free from material misstatement, whether due to fraud or 
error. 

Your responsibilities 

Management has primary responsibility for the prevention and detection of fraud. It is 
important that management, with your oversight, place a strong emphasis on fraud 
prevention, which may reduce opportunities for fraud to take place, and fraud deterrence, 
which could persuade individuals not to commit fraud because of the likelihood of 
detection and punishment. This involves a commitment to creating a culture of honesty 
and ethical behaviour which is reinforced by your active oversight. 

Our responsibilities 

We have a responsibility for obtaining reasonable assurance that the financial statements 
taken as a whole are free from material misstatement, whether due to fraud or error. The 
distinguishing factor between fraud and error is whether the underlying action that results 
in a misstatement is intentional or unintentional. Two types of intentional misstatements 
are relevant to us – misstatements resulting from fraudulent financial reporting, and 
misstatements resulting from the misappropriation of assets. 

ISA presumed fraud risks 

As set out in the ‘Audit approach and risk summary’ section, the risks of fraud in revenue 
recognition and management override of controls were identified as significant risks. 

Our overall approach to fraud 

Assignment and supervision 
Inquired with management, The of appropriate audit 

Audit Committee personnel 

Obtained written 
application of accounting 

Evaluated the selection and 
representation from 

policies management 

Incorporated elements of Maintained professional 
unpredictability into our scepticism 

audit procedures 

Our overall conclusion 

We did not identify any actual or suspected fraud involving management, 
employees with significant roles in Forth Valley College’s internal control or others, 
where the fraud resulted in a material misstatement in the financial statements. 
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Commentary on Wider Scope 

Wider Scope summary 
As auditors appointed by the Auditor General of Scotland, our Wider Scope responsibilities are set out in the Code of Audit Practice 2021. The Code requirements broaden the scope of 
the 2024/25 audit and allow us to use a risk-based approach to report on our consideration of the College’s performance and make recommendations for improvement and, where 
appropriate, conclude on the College’s performance. 

The Code’s Wider Scope framework is categorised into four areas: 

• financial management; 

• financial sustainability; 

• vision, leadership and governance; and 

• use of resources to improve outcomes. 

Overall summary by reporting criteria 
From the satisfactory conclusion of our audit work, we have the following conclusions: 

Reporting criteria Commentary 
page reference 

Possible significant risks? Significant risks identified? Other recommendations made? 

Financial management 30 No No No 

Financial sustainability 34 Yes – see risk on page 34 Yes No 

Use of resources to improve 
outcomes 

40 No No No 

26 

Vision, leadership and 
governance 

38 No No No 



   

 

        
        

    

Commentary on Wider Scope 

Financial management 

Financial management is concerned with financial capacity, sound 
budgetary processes and whether the control environment and 
internal controls are operating effectively. 



 

  

               

     

  
 

   
    
   

  

Financial management 

Significant risks 

We have not identified any significant risks in arrangements as part of our continuous planning procedures. 

Our overall assessment 

Area assessed Our findings Our judgements Significant risks identified 

Financial management 
culture 

Overall there is a good culture of financial management. From our 
review of monthly management accounts, to reviewing the FFR and 

The FFR was prepared on time and to a 
good quality. 

No significant risks have been identified. 

other forecasts, there is a clear plan and oversight within the college. 

Accountability We have seen that monthly management accounts are prepared and We reviewed all meeting minutes and No significant risks have been identified. 
reported to the Board of Management. These have been challenged noted that the results were discussed in 
in their meetings, which we have seen evidence of through our each meeting. 
review of meeting minutes. 

Arrangements to prevent 
and detect fraud, error 
and other irregularities, 
bribery and corruption 

Management and the Audit & Risk Assurance Committee, as those Our review has not highlighted any No significant risks have been identified. 
charged with governance, also have responsibilities in respect of issues relating to the College’s 
fraud. They are responsible for safeguarding assets and for the arrangements and procedures for the 
prevention and detection of fraud, error and non-compliance with prevention and detection of fraud, error 
laws and regulations. and other irregularities. 

We have a responsibility to review the College’s arrangements for 
the prevention and detection of fraud. Our audit work was planned to 
provide a reasonable expectation of detecting material 
misstatements in the financial statements resulting from fraud and 
irregularity. 
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Financial management 
Significant risks 

We have not identified any significant risks in arrangements as part of our continuous planning procedures. 

Overall commentary on the financial management reporting criteria 

FE/HE SORP position 

Area 
2024/25 

£ 000 

2023/24 

£ 000 

Operating income 39,844 40,678 

Staff costs (28,024) (27,956) 

Operating expenditure (16,689) (16,584) 

Operating Deficit for the year 
(FE/HE SORP basis) 

(4,869) (3,862) 

The above table shows the financial performance of the college for 2024/25 and 2023/24 under 
the FE/HE SORP. Despite a deficit being shown in both years: 

- The College achieved its financial targets and spending was in line with the plan; 

- There were no significant changes to the reported position during the year; and 

- The student credit target was met confirming the level of funding in the financial statements. 

Adjusted operating position 

The table right sets out the financial position in accordance with SORP requirements. The table 
reflects the ‘adjusted operating position’ as required by the Accounts Direction issued by the 
Scottish Funding Council. The adjusted operating position removes more volatile accounting The Accounts Direction issued by the SFC for 2024/25 requires Colleges to submit the adjusted 
entries, such as the valuation of pensions. Full details of the adjustments included are shown, as operating position calculation with draft accounts to the SFC for review before the accounts are 
required, in the Performance Report within the Annual Report and Financial Statements. signed off. The table above shows that excluding the non-cash and other applicable 

adjustments, the College still has a deficit in the year, albeit small in comparison to the deficit 
under the SORP basis. 

Area 
2024/25 

£ 000 

2023/24 

£ 000 

Deficit before other gains and losses (4,869) (3,862) 

Add back: 

Depreciation (net of deferred capital grant release) 

4,211 4,095 

Impairment - -

FRS102 SWAP Rate valuation movement 33 130 

Non cash pension adjustments net service costs (8) (123) 

Non cash pension adjustments net interest cost 5 (4) 

Non cash pension adjustments early retirement provision (34) 396 

Costs of job evaluation exercise not matched by revenue 567 567 

Deduct: 

Non government capital grants from ACF 

- (2) 

CBP allocated to loan repayments and other capital items (222) (212) 

SFC declared adjusted operating (deficit)/surplus (317) 985 

29 
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Financial management (continued) 

Impact of depreciation budget 

The Statement of Comprehensive Income and Expenditure is prepared under the FE/HE SORP, 
which does not permit the inclusion of the non-cash budget for depreciation. Colleges may show 
a deficit equivalent to net depreciation as a result of having to meet Government accounting 
rules. 

Area 
2024/25 

£ 000 

2023/24 

£ 000 

Operating Deficit for the year 

(FE/HE SORP basis) 
(4,869) (3,862) 

Add: 

Depreciation budget for government funded assets (net of deferred 
capital grant) for the academic year 

4,133 3,530 

Operating surplus / (deficit) on Central Government accounting 
basis 

(736) (332) 

The table above shows a deficit when the impact of the depreciation budget is taken as the only 
adjusting factor to the financial position. The operating position table on the previous page also 
shows an operating deficit for 2024/25. 

The increase in the deficit is considered to be a result of inflationary pressure. Whilst income 
allocated from the Scottish Funding Council remains in line with 2023/24, this has not been 
sufficient enough to fund the increase in national insurance costs, the cost of pay awards and 
the inflationary increase of operating costs. 

Budgetary process 

We have reviewed and considered the budgetary processes and controls and budget monitoring 
arrangements in place at the College. Our work consisted of a review of budget monitoring 
reports and committee papers along with attendance at committees. Overall, we consider that 

the Board of Management obtains regular and timely financial information that reflects the actual 
financial position. 

We note that budget reports are produced on a timely basis and considered by the appropriate 
committee throughout the year. Budget reports and forecasts were appropriately updated based 
on prudent assumptions, there was considered to be no unreasonable movements throughout 
the forecasts and budgets. 

The Finance Committee (now Finance, Resource and Infrastructure Committee {FRAIC}) 
considers the management accounting pack regularly alongside reporting to the Board of 
Management. Minutes of the meetings document the level of challenge by FRAIC to the 
financial performance. 

Internal Controls 

As part of our audit, we have considered the internal controls in place that are relevant to the 
preparation of the financial statements. We do this to design audit procedures that allow us to 
express an opinion on the financial statements; this does not extend to expressing an opinion on 
the effectiveness of internal control or to identify any significant deficiencies in their design or 
operation. 

We have also considered the work of internal audit, from individual reviews of financial systems 
and their annual audit opinion on the control framework in place at the College. 

We conclude that the processes and controls in place at the College are operating effectively. 
The College has all the expected control, risk, performance and financial arrangements in place. 
There are a series of regularity documents including standing orders, articles of governance, 
code of conduct, and financial regulations intended to ensure regularity of transactions. 
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Financial management (continued) 

Prevention and detection of fraud and irregularity 

Management and the Audit Committee, as those charged with governance, also have 
responsibilities in respect of fraud. They are responsible for safeguarding assets and for the 
prevention and detection of fraud, error and non-compliance with laws and regulations. 

We have a responsibility to review the College’s arrangements for the prevention and detection 
of fraud. Our audit work was planned to provide a reasonable expectation of detecting material 
misstatements in the financial statements resulting from fraud and irregularity. 
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Commentary on Wider Scope 

Financial sustainability 

Financial sustainability looks forward to the medium and longer term 
to consider whether the body is planning effectively to continue to 
deliver its services or the way in which they should be delivered. 



  

     

        
         

  

        
    

      
      

      
       

     

        
        

        
        

         
      

        
   

       
         

      
       

       
        

        
        

       

 

Financial sustainability (continued) 

Our overall assessment 

Area assessed Our findings Our judgements Significant risks identified 

Financial planning The College has prepared a three year Financial Our assessment has replicated that of The College has identified a significant risk to 
Forecast Return (FFR) to the SFC. Through the management. They have shown an adjusted financial sustainability as set out in further detail on 
June 2025 FFR process and other financial operating deficit in their 2025/26 forecasts, page 36. 
reporting throughout the year, the College and its but have focused on preparing an accurate 
Board have a clear view of the financial challenges forecast to show their true position. The College has been proactively engaging with the 
and long-term risks faced. FFR planning SFC regarding this matter. 
assumptions, as advised by the SFC, have been 
considered fully before use. 

Looking ahead to the upcoming years, Management 
and the Board are fully committed to exploring all 
efficiency saving possibilities, new sources of 
commercial income and consideration of changes to 
working practices. However, until such time as 
either additional funding is made available or the 
College is able to identify and implement additional 
cost efficiencies, we therefore consider there to be 
concerns over the financial sustainability of the 
College. 
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Financial sustainability 

Significant risks 

We have outlined below the significant risks in arrangements that we have identified as part of our continuous planning procedures, and the work undertaken to respond to each of those 
risks. 

Significant Risk in Arrangements Identified Work undertaken and the results of our work 

Financial Sustainability 
We are aware that the overall College Sector in Scotland is 
having to respond to the financial pressures of inflating costs in 
a period when core grant income is flat. 

We have been made aware that the College is projecting a 
deficit position of £392k (prior to the inclusion of depreciation) 
and are expecting a significant deficit in both 2026 and 2027 of 
£2,676k and £3,527k respectively without remedial actions. 

The above position means that the College will have to make 
decisions in order to appropriately balance finances. 
Given the level of sector wide uncertainties around the 
sufficient of future funding and of the general economic 
environment that has arisen there is a significant risk to the 
financial sustainability of the College. 

Work undertaken 
We have addressed the risk by: 
• Reviewing the forecast financial position in the financial plans submitted to the SFC; and 
• Considering alternative plans being considered by the College to ensure a balanced budget is achieved; and 
• Reviewing the financial reporting arrangements in place at the college; and 
• Understanding that the net current liabilities of £3.0m (2024: £2.3m) arises due to the inclusion of deferred 

capital grants of £3.40m (2024: £3.37m). 

Results of our work 
During 2024/25 the College prepared a three-year forecast which highlights the future funding gap. The 
College has already implemented various cost saving action have have taken steps to identify further areas 
where savings can be made to mitigate the funding gap in the FFR. One such example is consulting on the 
potential closure of the Alloa campus which has prompted a feasibility consultation on the financial viability of 
the campus funded by the SFC. Even with any proposed changes to the campus given the sector wide 
challenges around future funding (as set out in the ‘Scotland’s College 2025’ briefing and in the ‘Financial 
Sustainability of Colleges in Scotland 2020-21 to 2025-26’ issued by Audit Scotland and SFC respectively) 
there is a risk to financial sustainability without the further cost savings being identified and implemented by the 
College and additional funding not being made available from the SFC. The College are currently working to 
submit a proposal under the SFC’s Transformation Framework in early 2026 but this is still in the early stages. 

As a result, we consider that there remains a risk that the College will not remain financially sustainable in 
medium to longer term. 
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Financial sustainability 
Overall commentary on the financial sustainability reporting criteria 

Financial Planning 

This year the College has been requested to produce a three-year Financial Forecast Return 
(FFR) to the SFC. 

SFC’s FFR Call for Information set out two scenarios for colleges to consider. 

The first scenario is the planning assumptions which are based on the Scottish Government’s 
Spending Review. The income and expenditure projections using SFC’s planning assumptions 
result in the following in-year SOCI operating deficits including depreciation. 

Forecast 2025 26 Forecast 2026 27 Forecast 2027 28 
Area 

£000 £000 £000 

SOCI operating surplus /(deficits) 
including depreciation. 

(5,254) (6,589) (7,430) 

Through the June 2025 FFR process and other financial reporting throughout the year, the 
College and its Board have a clear view of the financial challenges and long-term risks faced. 
FFR planning assumptions, as advised by the SFC, have been considered fully before use. 

The FFR for this period includes providing for the expected cost of implementing the support 
staff and middle managers job evaluation. The outcome of this remains uncertain, and if 
negotiations result in higher levels than expected, this will have a further negative impact on 
the budget for 2025-26. 

Further detail on the College’s forecast is included in the table to the right: 

Area 
Forecast 2025 26 

£000 

Forecast 2026 27 

£000 

Forecast 2027 28 

£000 

Total income 41,354 40,791 41,410 

Staff costs (29,017) (30,101) (31,348) 

Total other expenditure (17,591) (17,279) (17,492) 

Operating deficit before other gains 
and losses 

(5,254) (6,589) (7,430) 

Total depreciation 4,211 3,590 3,590 

Cost of job evaluation exercise not 
matched by revenue 

567 567 567 

Loan repayments (233) (244) (254) 

NPD payments - - -

Adjusted operating result (709) (2,676) (3,527) 

These results are based on the assumptions provided by the SFC and are not deemed to be a 
fixed forecast or strategic plan. The College is actively considering a range of options in 
relation to the coming years and will continue to work to refine the income and costs reflected 
in their financial plans to better reflect actual expectations. 

The forecasts have been completed based on the assumptions provided by the SFC on their 
website. 

Looking ahead to the upcoming years, Management and the Board are fully committed to 
exploring all efficiency saving possibilities, new sources of commercial income and 
consideration of changes to working practices. However, until such time as either additional 
funding is made available or the College is able to identify and implement additional cost 
efficiencies, we therefore consider there to be concerns over the financial sustainability of the 
College. Although the closure of the Alloa campus has been considered we understand that 
this is not a long term solution to the financial sustainability risk to the College. 
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Financial sustainability (continued) 
Overall commentary on the financial sustainability reporting criteria 

Asset management and estates strategy 

Capital grant funding provided to the college by the SFC is used in order to maintain the 
longevity of the current assets. 

We consider that appropriate attention is given to the estate and assets and their continued 
development and improvement, and that their maintenance continues to be factored into long 
term plans and discussions. 
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Commentary on Wider Scope 

Vision, leadership and governance 

Vision, Leadership and Governance is concerned with the 
effectiveness of scrutiny and governance arrangements, leadership 
and decision making, and transparent reporting of financial and 
performance information. 



    

     

           
       

     

         
        

        
      

      
         

 

    
  

           
       

     

   

           
      

        
       
         
  

 
 

                  
         

    

  
 

Vision, leadership and governance (continued) 

Our overall assessment 

Clarity of plans to 
implement the vision 

Area assessed Our findings 

The College has a financial strategy based on the 
challenges to financial sustainability, with a focus on 
cost saving measures as well as being in 
communication with the SFC regarding funding. Strategy and priorities 
They also have are proposing a Transformation 
Plan to the SFC to improve the College’s provision 
of education. 

Our judgements Significant risks identified 

Our judgement is that management have No significant risks have been identified. 
clear leadership and plans for the future and 
are actively looking to implement these. 

Our judgement is that management have No significant risks have been identified. 
clear leadership and plans for the future and 
are actively looking to implement these. 

Governance We have seen that regular Board and appropriate Our review has deemed the governance No significant risks have been identified. 
arrangements sub committee meetings have taken place during structure for the College to be appropriate. 

the year, and that these have been well attended 
and items discussed. 

Financial and Monthly management accounts are prepared and Our review has deemed this to be No significant risks have been identified. 
performance information circulated, with these being of a good quality and appropriate. 

prepared in a timely nature. 
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Vision, leadership and governance 

Significant risks 

We have not identified any significant risks in arrangements as part of our continuous planning procedures. 

Overall commentary on the vision, leadership and governance reporting 
criteria 

Governance arrangements 

Our work in this area has considered the overall governance arrangements in place at the 
College, reviewed the financial and performance reporting to the Board of Management, and 
reviewed the minutes of committees to inform our assessment of the appropriateness of the 
governance structure. We have also attended Audit Committees during the year. 

Financial papers submitted to committees are relevant and timely. Each paper has a summary 
setting out the purpose of the paper and the action required by the members. Minutes are 
understandable and contain detail of discussions and rationale for decision making. 

At 31 July 2025, the Board consisted of 19 members, 10 female and 9 male (including the 
Principal). The Board continues to maintain a gender balance that meets with the objective of 
the Gender Representation on Public Boards (Scotland) Bill which was introduced by the 
Scottish Parliament in June 2017 with an implementation date of 2022. 

The key committees’ membership comprises of, and are chaired by Board members, with each 
also containing the Principal. Appropriate College officers attend committees and present 
reports as required. 

Governance Statement 

As part of our audit we have read the governance statement included in the annual report. The 
governance statement sets out the corporate governance framework in place throughout the 
reporting year, the internal controls in operation, the work of internal audit and the overall 
efficiency and effectiveness of the governance framework. 

The governance statement confirms the College’s compliance with the 2022 Code of Good 
Governance for Scotland’s Colleges except where the code states “The board secretary may be 
a member of the senior management team in their board secretary capacity, but they cannot 
hold any other senior management team position at the same time”. As noted within the 
‘Assessment of corporate governance’ in the financial statements this arrangement will change 
in 2025-26 and we have verified the College is currently in the process of identifying a suitable 
candidate. 

We note the disclosure within the “Assessment of the effectiveness of internal controls” segment 
in respect of an issue in respect of demonstrating regularity within a College project. 

We are required to read and provide an opinion on the governance statement. In our opinion, 
the information contained within is consistent with the financial statements. We also consider 
that the governance statement has been prepared in accordance with the Further and Higher 
Education (Scotland) Act 1992 and further directions made by the Scottish Funding Council. 

Internal audit 

An effective internal audit service is an important element of any organisation’s governance 
arrangements. Internal audit provide the College with independent assurance on internal control 
and corporate governance processes. The internal audit function at the College has been 
provided by WBG to 31 July 2025. Internal audit has attended Audit Committees throughout the 
year and have produced reports to support the overall Internal Audit Opinion. 

Transparency 

Transparency means that service users and the public have access to understandable 
information about how the College is making decisions and using its resources. There is a 
commitment to transparency, with the minutes and papers of the Board of Management and key 
committees being available on the website. 
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Commentary on Wider Scope 

Use of resources to improve outcomes 

Audited bodies need to make best use of their resources to meet 
stated outcomes and improvement objectives, through effective 
planning and working with strategic partners and communities. This 
includes demonstrating economy, efficiency, and effectiveness 
through the use of financial and other resources and reporting 
performance against outcomes. 



      

     

          
    

   

        
          

         
          

         
       

         
          
            

       

 

         
  

   
   

    
   

   
    

Use of resources to improve outcomes (continued) 

Our overall assessment 

Area assessed Our findings Our judgements Significant risks identified 

Performance 
management 

Regularity 

The College delivered its Regional Outcome Agreement (ROA) 
baseline target credits. The college made a deficit highlighting the 
continued financial difficulties the College faces. There is close 
monitoring of the delivery of the ROA and financial performance 
reports provide sufficient information to allow members to understand 
performance. Budget monitoring information provides a detailed 
analysis of variances allowing budget to be appropriately managed. 
Through this management of the 2024/25 budget there is clear 
evidence that the College understands cost drivers and is in control of 
costs as far as can be reasonably expected. 

As part of our audit of the College’s financial statements, we are 
required by the Public Finance and Accountability (Scotland) Act 2000 
to give an opinion on the regularity of expenditure and receipts shown 
in the financial statements. Regular expenditure and income is that 
which has been incurred / obtained in line with guidance issued by the 
Scottish Ministers and the terms and conditions of funding of the 
Scottish Funding Council. 

The College has arrangements to monitor the requirements of the 
Scottish Funding Council, Audit Scotland and other regulatory or 
advisory bodies to ensure it complies with the terms and conditions of 
funding including regular reporting of financial and operational 
performance to the Board of Management and its committees. 

Our judgement is that the No significant risks have been identified. 
College is performing in 
requirements with its 
situation. 

Our review found an 
effective control 
environment exists over 
regularity of expenditure 
and receipts. No instances 
of non-compliance with 
Scottish Funding Council 
terms and conditions were 
noted. 

No significant risks have been identified. 
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Use of resources to improve outcomes 

Significant risks 

We have not identified any significant risks in arrangements as part of our continuous planning procedures. 

Overall commentary on the use of resources to improve outcomes 
reporting criteria Our review found an effective control environment exists over regularity of expenditure and 

Performance management receipts. No instances of non-compliance with Scottish Funding Council terms and conditions 
were noted. The College delivered its Regional Outcome Agreement (ROA) baseline target credits. Although 

a financial surplus was incurred in the year this is due to the unrealised gain on the revaluation 
of building. Excluding other comprehensive income the college made a deficit before other gains 
and losses highlighting the continued financial difficulties the College faces. There is close 
monitoring of the delivery of the ROA and financial performance reports provide sufficient 
information to allow members to understand performance. Budget monitoring information 
provides a detailed analysis of variances allowing budget to be appropriately managed. Through 
this management of the 2024/25 budget there is clear evidence that the College understands 
cost drivers and is in control of costs as far as can be reasonably expected. 

Regularity 

As part of our audit of the College’s financial statements, we are required by the Public Finance 
and Accountability (Scotland) Act 2000 to give an opinion on the regularity of expenditure and 
receipts shown in the financial statements. Regular expenditure and income is that which has 
been incurred / obtained in line with guidance issued by the Scottish Ministers and the terms 
and conditions of funding of the Scottish Funding Council. 

The College has arrangements to monitor the requirements of the Scottish Funding Council, 
Audit Scotland and other regulatory or advisory bodies to ensure it complies with the terms and 
conditions of funding including regular reporting of financial and operational performance to the 
Board of Management and its committees. 
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Commentary on Best Value 

Best Value 



 

   

                          
             

                      
      

                   

                          

                          
           

   

   

    

    

   

 

  

                              
                         

Best Value 

Best Value in Colleges 

The Scottish Public Finance Manual (SPFM) explains that accountable officers have a specific responsibility to ensure that arrangements have been made to meet their Best Value 
obligations. The duty of Best Value as set out in the SPFM is: 

• To make arrangements to secure continuous improvement in performance whilst maintaining an appropriate balance between quality and cost; and, in making those 
arrangements and securing that balance; and 

• To have regard to economy, efficiency, effectiveness, the equal opportunities requirements and to contribute to the achievement of sustainable development. 

Ministerial guidance for Accountable Officers in public bodies sets out their duty to ensure that arrangements are in place to secure Best Value in public services. 

The seven Best Value characteristics have been recently regrouped to reflect the key themes which will support the development of an effective organisational context from which 
public services can deliver key outcomes and ultimately achieve Best Value: 

1. Vision and leadership 

2. Governance and accountability 

3. Effective use of resources 

4. Partnerships and collaborative working 

5. Working with communities 

6. Sustainability 

7. Fairness and equality 

We have used a risk-based approach that is proportionate to the size and type of the body, to assess whether the College has made proper arrangements for securing Best Value. 
We have also followed up on previously reported Best Value findings, where applicable, and have assessed the pace and depth of improvement implemented by the College. 
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Best Value (continued) 

Best Value in colleges – overall conclusion 

The College delivered over 98% of its credit target (resulting in no clawback of core funding). 

The College can point to achievement of financial targets, management of costs and income and a number of improvements in performance in 2024/25. The College has summarised 
their key performance indicators in the performance analysis within the financial statements. The College has arrangements to analyse cost and performance. Through delivery of the 
2024/25 budget there is clear evidence that the college understands cost drivers and is controlling costs. 
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Appendix A: Internal control conclusions 

Deficiencies in internal control 

A deficiency in internal control exists if: 

• A control is designed, implemented, or operated in such a way that it is unable to prevent, detect, and/ or correct potential misstatements in the financial statements; or 

• A control that is necessary to prevent, detect, and/ or correct misstatements in the financial statements on a timely basis is missing. 

The purpose of our audit was to express an opinion on the financial statements. As part of our audit, we have considered the Forth Valley College’s internal controls relevant to the 
preparation of the financial statements to design audit procedures to allow us to express an opinion on the financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of the Forth Valley College’s internal controls or to identify any significant deficiencies in their design or operation. 

The matters reported in Appendix A are limited to those deficiencies and other control recommendations that we have identified during our normal audit procedures and which we 
consider to be of sufficient importance to merit being reported. If we had performed more extensive procedures on internal control, we might have identified more deficiencies to report or 
concluded that some of the reported deficiencies need not in fact have been reported. Our comments in Appendix A should not be regarded as a comprehensive record of all deficiencies 
that may exist or improvements that could be made. 
This Appendix sets out the internal control observations that we have identified as at the date of this report. These control observations are not, in our view, significant control deficiencies 
but have been reported to management directly and are included in this report for your information. In our view, there is a need to address the deficiencies in internal control set out in this 
section to strengthen internal control or enhance business efficiency. Our recommendations should be actioned by management in the near future. 
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Appendix A: Internal control conclusions (continued) 

Recommendations in internal control 

SUN Service Accounts 

Description of deficiency 

During our testing of IT general controls, it was noted that there are service accounts 
within SUN with administrative access. These service accounts are not linked to an 
individual, so there is no accountability for any changes made within the system from 
these accounts. 

Potential effects 

Any individual could log into an account and make administrative changes, without it 
being traceable to an individual. 

Recommendation 

Ensure that all accounts are linked to an individual and that the appropriate levels of 
administrative access are assigned to these accounts 

Management response 

There are 3 service accounts with administrative access. 2 are used by our external 
service provider to conduct maintenance and service calls. Only they hold the password 
and their access to our SUN network is highly controlled by our IT department. The 
remaining account is a system default user and access is limited to a small number of 
finance staff. As part of the finance system upgrade, we plan to discuss these accounts 
with our new service provider and agree which ones we can remove. 

SUN User Access Reviews 

Description of deficiency 

During our testing of IT general controls, it was noted that whilst regular reviews of user 
access rights do occur, they are not formally documented. 

Potential effects 

Without documentation of these reviews taking place, there is a risk that the reviews do 
not actually occur. As a consequence, users may not have the appropriate level of 
authorisation in line with their job responsibility. 

Recommendation 

Document the user access reviews as they occur. We would recommend an email to 
another team member or a schedule outlining any changes made. 

Management response 

Going forward a schedule summarising our quarterly SUN access review will be 
emailed to the Director of Finance highlighting any changes during that period. 
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Appendix A: Internal control conclusions (continued) 

Follow up on previous internal control points 

We set out below an update on internal control points raised in prior periods. 

ESF Income Clawback 

Description of deficiency 

It was noted during the period that there was a clawback of ESF income for the 
financial year 2021/22 as a result of insufficient documentation obtained to evidence to 
support the claim. 

Current year update: The control recommendation has been addressed, and sufficient 
evidence is retained to support ESF income claims. 

Register of Interests 

Description of deficiency 

During our review of the related parties, we noted that the register of interest was not 
being maintained on a consistent basis. 

Current year update: At the time of audit fieldwork there were still responses 
outstanding from a small number of Board members; therefore, we consider this control 
point to still be applicable. However, we acknowledge that improvements have been 
made from previous years. 

Potential effects 

There is the potential that related parties are not known to the college and therefore fail 
to be disclosed appropriately within the annual report. 

Recommendation 

We recommend the declarations of interest are provided for inclusion into the register of 
interests, at a minimum yearly. 

Management response 

We do have a process for an annual update at each financial year-end to ensure correct 
disclosures in the financial statements. The majority of responses were received timely 
and improvement from the prior year has been made. Board members will be reminded 
of the need to inform the College of any changes to their declaration of interests within 
one month, as well as timeous confirmation of accuracy at the financial year end. 
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Appendix B: Management representation letter 

LETTER OF REPRESENTATION 

This representation letter is provided in connection with your audit of the financial statements of Forth Valley College (the College) for the year ended 31 July 2025 for the purpose of 
expressing an opinion as to whether the financial statements give a true and fair view in accordance with the Further and Higher Education (Scotland) Act 1992 and section 44(1)(c) of 
the Charities and Trustee Investment (Scotland) Act 2005 the Companies Act 2006 and relevant legislation and United Kingdom Accounting Standards (United Kingdom Generally 
Accepted Accounting Practice) including FRS 102 “The Financial Reporting Standard applicable in the UK and Republic of Ireland”. 

We confirm that the following representations are made on the basis of enquiries of management and staff with relevant knowledge and experience (and, where appropriate, inspection 
of supporting documentation) sufficient to satisfy ourselves that we can properly make each of the following representations to you. 

Responsibility for the financial statements and accounting information 

We acknowledge as members of the Board of Management our responsibility for ensuring: 

a) the financial statements are free of material misstatements including omissions; 

b) that the financial statements give a true and fair view of the state of affairs of the College as at 31st July 2025; 

c) all the accounting records have been made available to you for the purpose of your audit and all the transactions undertaken by the College have been properly reflected and 
recorded in the accounting records; 

d) all other records and related information, including minutes of all management meetings, have been made available to you; 

e) the accounting policies used are detailed in the financial statements and are consistent with those adopted in the previous financial statements and are in accordance with the 
Accounts Direction issued by the Scottish Funding Council (SFC) under the terms of the Further and Higher Education (Scotland) Act 1992; and 

f) compliance with the terms and conditions of the Financial Memorandum issued to the Board of Management by the SFC. 

Internal Audit information 

WBG acted as Internal Auditors to the College during the year to 31 July 2025. All reports issued to the College and our responses to them have been made available to you. 

Internal control systems 

We acknowledge our responsibility for the design and implementation of internal control systems to prevent and detect fraud. We have disclosed to you the results of our risk 
assessment that the financial statements may be misstated as a result of fraud. There have been no irregularities (or allegations of irregularities) involving management, employees who 
have a significant role in internal control or others that could have a material effect on the financial statements. 
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Appendix B: Management representation letter 

Contingencies 

Aside from those disclosed in the financial statements, there are no material contingent losses including pending or potential litigation that should be accrued where: 

• information presently available indicates that it is probable that an asset has been impaired or a liability had been incurred at the balance sheet date; and 

• the amount of the loss can be reasonably estimated. 

There are no material contingent losses that should be disclosed where, although either or both the conditions specified above are not met, there is a reasonable possibility that a loss, 
or a loss greater than that accrued, may have been incurred at the balance sheet date. 

There are no contingent gains which should be disclosed. 

All material matters, including unasserted claims, that may result in litigation against the company have been brought to your attention. All known actual or possible litigation and claims 
whose effects should be considered when preparing the financial statements have been disclosed to you and accounted for and disclosed in accordance with the relevant legislation and 
United Kingdom Accounting Standards. 

Claims and Litigation 

All claims in connection with litigation that have been, or are expected to be, received have been properly accrued for in the financial statements. 

Subsequent events 

There have been no events since the balance sheet date that require disclosure or which would materially affect the amounts in the accounts, other than those already disclosed or 
included in the accounts. Should further material events occur, which may necessitate revision of the figures included in the financial statements or inclusion of a note thereto, we will 
advise you accordingly. 

Related party transactions 

We confirm that we have disclosed to you all related party transactions relevant to the College and that we are not aware of any further related party matters that require disclosure in 
order to comply with the requirements of charities legislation, the Statement of Recommended Practice for Further and Higher Education accounts or accounting standards. 

Future commitments 

The College has not contracted for any capital expenditure other than as disclosed in the accounts. 

Charges on assets 

The College has satisfactory title to all assets and there are no liens or encumbrances on the College’s assets, except for those that are disclosed in the financial statements. 
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Appendix B: Management representation letter 

Fraud and error 

We are not aware of any irregularities, including fraud, involving existing management or employees of the College, nor are we aware of any breaches or possible breaches of statute, 
regulations, contracts, agreements or College's Constitution and Articles of Government which might result in the College suffering significant penalties or other loss that we have not 
already disclosed to you. No allegations of such irregularities, including fraud, or such breaches have come to our attention. 

Laws and regulations 

We confirm that we are not aware of any possible or actual instance of non-compliance with those laws and regulations which provide a legal framework within which the College 
conducts its business. 

Going Concern 

We confirm that, in our opinion, the College is a going concern on the grounds that current and future sources of funding or support will be more than adequate for the College’s needs. 
We have considered a period of no less than twelve months from the date of approval of the financial statements. We believe that no further disclosures relating to the College’s ability to 
continue as a going concern need to be made in the financial statements. 

Impairment review 

To the best of our knowledge, there is nothing to indicate that there is a permanent reduction in the recoverable amount of the fixed assets below their carrying value at the balance 
sheet date. An impairment review is therefore not considered necessary. 

Accounting policies 

We confirm that we have reviewed the accounting policies applied during the year in accordance with Section 10 of Financial Reporting Standard 102 and consider these policies 
appropriate to faithfully represent the effects of transactions, other events or conditions on the company’s financial position, financial performance and cash flows. 

Accounting estimates 

We confirm that the methods, significant assumptions and the data used in making the accounting estimates are appropriate to achieve recognition, measurement or disclosure that is in 
accordance with the applicable financial reporting framework. 
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Appendix B: Management representation letter 

Unadjusted misstatements 

We confirm that there were no unadjusted misstatements and we are not aware of any other misstatements within the College’s accounting records which could be considered to be 
material to users of the financial statements. 

Other Representations 

The College has had at no time during the year any arrangement, transaction or agreement to provide credit facilities (including loans, quasi-loans or credit transactions) for the Board of 
Management nor to guarantee or provide security for such matters. 
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Appendix C: Audit report 

Independent auditor’s report to the Board of Management of Forth Valley College, the Auditor General for Scotland and the Scottish Parliament 

Report on the audit of the financial statements 

Opinion on the financial statements 

We have audited the financial statements in the annual report and accounts of Forth Valley College (“the College”) for the year ended 31 July 2025 under the Further and Higher 
Education (Scotland) Act 1992 and section 44(1)(c) of the Charities and Trustee Investment (Scotland) Act 2005. The financial statements comprise the Statement of Comprehensive 
Income, Statement of Changes in Reserves, Balance Sheet, and Statement of Cash Flows and notes to the financial statements, including significant accounting policies. The financial 
reporting framework that has been applied in their preparation is applicable law and United Kingdom Accounting Standards, including Financial Reporting Standard 102 The Financial 
Reporting Standard applicable in the UK and Republic of Ireland (United Kingdom Generally Accepted Accounting Practice). 

In our opinion the accompanying financial statements: 

• give a true and fair view of the state of the College’s affairs as at 31 July 2025 and of its deficit for the year then ended; 

• have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and 

• have been prepared in accordance with the requirements of the Further and Higher Education (Scotland) Act 1992 and directions made thereunder by the Scottish Funding Council, 
the Charities and Trustee Investment (Scotland) Act 2005, and regulation 14 of The Charities Accounts (Scotland) Regulations 2006 (as amended). 

Basis for opinion 
We conducted our audit in accordance with applicable law and International Standards on Auditing (UK) (ISAs (UK)), as required by the Code of Audit Practice approved by the 
Auditor General for Scotland. Our responsibilities under those standards are further described in the auditor’s responsibilities for the audit of the financial statements section of our 
report. We were appointed by the Auditor General on 18 May 2022. Our period of appointment is five years, covering 2022/23 to 2026/27. We are independent of the College in 
accordance with the ethical requirements that are relevant to our audit of the financial statements in the UK including the Financial Reporting Council’s Ethical Standard, and we have 
fulfilled our other ethical responsibilities in accordance with these requirements. Non-audit services prohibited by the Ethical Standard were not provided to the College. We believe that 
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 
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Appendix C: Audit report 

Conclusions relating to going concern basis of accounting 
We have concluded that the use of the going concern basis of accounting in the preparation of the financial statements is appropriate. 

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions that, individually or collectively, may cast significant doubt on the 
College’s ability to continue to adopt the going concern basis of accounting for a period of at least twelve months from when the financial statements are authorised for issue. 

These conclusions are not intended to, nor do they, provide assurance on the College’s current or future financial sustainability. However, we report on the College’s arrangements for 
financial sustainability in a separate Annual Audit Report available from the Audit Scotland website. 

Risks of material misstatement 

We report in our separate Annual Audit Report, the most significant assessed risks of material misstatement that we identified and our judgements thereon. 

Responsibilities of the Board of Management for the financial statements 

As explained more fully in the Statement of the Board of Management's Responsibilities, the Board of Management is responsible for the preparation of financial statements that give a 
true and fair view in accordance with the financial reporting framework, and for such internal control as the Board of Management determines is necessary to enable the preparation of 
financial statements that are free from material misstatement, whether due to fraud or error. 

In preparing the financial statements, the Board of Management is responsible for assessing the College’s ability to continue as a going concern, disclosing, as applicable, matters 
related to going concern and using the going concern basis of accounting unless there is an intention to discontinue the College’s operations. 

Auditor’s responsibilities for the audit of the financial statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement, whether due to fraud or error, and to issue an 
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always 
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be 
expected to influence the decisions of users taken on the basis of these financial statements. 
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Appendix C: Audit report 

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with our responsibilities outlined above to detect material 
misstatements in respect of irregularities, including fraud. Procedures include: 

• using our understanding of the College sector to identify that the Further and Higher Education (Scotland) Act 1992 and section 44(1)(c) of the Charities and Trustee Investment 
(Scotland) Act 2005 are significant in the context of the College; 

• inquiring of the College Principal as to other laws or regulations that may be expected to have a fundamental effect on the operations of the College; 

• inquiring of the College Principal concerning the College’s policies and procedures regarding compliance with the applicable legal and regulatory framework; 

• discussion among our team on the susceptibility of the financial statements to material misstatement, including how fraud might occur; and 

• considering whether the audit team collectively has the appropriate competence and capabilities to identify or recognise non-compliance with laws and regulations. 

The extent to which our procedures are capable of detecting irregularities, including fraud, is affected by the inherent difficulty in detecting irregularities, the effectiveness of the College’s 
controls, and the nature, timing and extent of the audit procedures performed. 

Irregularities that result from fraud are inherently more difficult to detect than irregularities that result from error as fraud may involve collusion, intentional omissions, misrepresentations, 
or the override of internal control. The capability of the audit to detect fraud and other irregularities depends on factors such as the skilfulness of the perpetrator, the frequency and 
extent of manipulation, the degree of collusion involved, the relative size of individual amounts manipulated, and the seniority of those individuals involved. 

A further description of the auditor’s responsibilities for the audit of the financial statements is located on the Financial Reporting Council's website 
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report. 

Reporting on regularity of expenditure and income 

Opinion on regularity 

In our opinion in all material respects the expenditure and income in the financial statements were incurred or applied in accordance with any applicable enactments and guidance 
issued by the Scottish Ministers. 
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Appendix C: Audit report 

Responsibilities for regularity 

The Board of Management is responsible for ensuring the regularity of expenditure and income. In addition to our responsibilities in respect of irregularities explained in the audit of the 
financial statements section of our report, we are responsible for expressing an opinion on the regularity of expenditure and income in accordance with the Public Finance and 
Accountability (Scotland) Act 2000. 

Reporting on other requirements 

Opinion prescribed by the Auditor General for Scotland on the audited parts of the Remuneration and Staff Report 

We have audited the parts of the Remuneration and Staff Report described as audited. In our opinion, the audited parts of the Remuneration and Staff Report have been properly 
prepared in accordance with the Further and Higher Education (Scotland) Act 1992 and directions made thereunder by the Scottish Funding Council. 

Other information 
The Board of Management is responsible for the other information in the annual report and accounts. The other information comprises the Performance Report and the Accountability 
Report excluding the audited parts of the Remuneration and Staff Report. 

Our responsibility is to read all the other information and, in doing so, consider whether the other information is materially inconsistent with the financial statements or our knowledge 
obtained in the course of the audit or otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material misstatements, we are required to 
determine whether this gives rise to a material misstatement in the financial statements themselves. If, based on the work we have performed, we conclude that there is a material 
misstatement of this other information, we are required to report that fact. We have nothing to report in this regard. 

Our opinion on the financial statements does not cover the other information and we do not express any form of assurance conclusion thereon except on the Performance Report and 
Governance Statement to the extent explicitly stated in the following opinions prescribed by the Auditor General for Scotland. 
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Appendix C: Audit report 

Opinions prescribed by the Auditor General for Scotland on the Performance Report and Governance Statement 
In our opinion, based on the work undertaken in the course of the audit: 

the information given in the Performance Report for the financial year for which the financial statements are prepared is consistent with the financial statements and that report has been 
prepared in accordance with the Further and Higher Education (Scotland) Act 1992 and directions made thereunder by the Scottish Funding Council; and the information given in the 
Governance Statement for the financial year for which the financial statements are prepared is consistent with the financial statements and that report has been prepared in accordance 
with the Further and Higher Education (Scotland) Act 1992 and directions made thereunder by the Scottish Funding Council. 

Matters on which we are required to report by exception 
We are required by the Auditor General for Scotland to report to you if, in our opinion: 

• adequate accounting records have not been kept; or 

• the financial statements and the audited parts of the Remuneration and Staff Report are not in agreement with the accounting records; or 

• we have not received all the information and explanations we require for our audit. 

We have nothing to report in respect of these matters. 

Conclusions on wider scope responsibilities 

In addition to our responsibilities for the annual report and accounts, our conclusions on the wider scope responsibilities specified in the Code of Audit Practice are set out in our Annual 
Audit Report. 

Use of our report 
This report is made solely to the parties to whom it is addressed in accordance with the Public Finance and Accountability (Scotland) Act 2000 and for no other purpose. In accordance 
with paragraph 108 of the Code of Audit Practice, we do not undertake to have responsibilities to members or officers, in their individual capacities, or to third parties. 
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Appendix D: Confirmation of our independence 

We communicate any matters which we believe may have a bearing on the independence or the objectivity of Forvis Mazars LLP and the audit team. As part of our ongoing risk 
assessment, we monitor our relationships with you to identify any new actual or perceived threats to our independence within the regulatory or professional requirements governing us as 
your auditors. 

During our audit, matters arose which could be perceived as a threat to our independence that were not communicated in our Annual Audit Plan. The table below sets out those matters, 
the potential threats to our independence arising, and the safeguards we have identified or put in place to mitigate those threats. 

Matter Perceived threats Safeguards and procedures 

The tax work is performed after the audit is completed and 
Self-review threat – When preparing tax computations there 

the tax services are approved by partners and staff who 
is a risk that we review our own work 

have no involvement in the audit of the financial statements, 
Management threat – There is a risk of taking a thus reducing the self-review threat to an acceptable level 
management role if we are making judgements or taking 

Provision of non-audit service – Submission of Corporation The client has informed management who make all the 
decisions for the client 

Tax return decisions and judgements, thus reducing the threat to an 
Self-interest threat – Where significant fees are derived from acceptable level. 
providing non-audit services to an audit client, there could 

The fee is relatively small in the context of the Director’s 
be the perception that we will be less challenging during the 

overall portfolio. The fee for this non-audit service will be 
audit due to concerns of losing the non-audit services. 

part of the non-audit partner’s portfolio. 
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Appendix D: Confirmation of our independence (continued) 

Fees for work as the College’s auditor Fees for other work 

We reported our proposed fees for the delivery of our work under the Code of Audit Since presenting the Annual Audit Plan in May 2025 we have been engaged to 
Practice in our Annual Audit Plan presented to the Audit Committee in May 2025. assist in the filing of Forth Valley College’s Corporation Tax return for the year 
Having substantially completed our work for the 2024/25 financial year, we can ended 31 July 2024. The total fees for this engagement were £2,781. 
confirm that our fees are as follows: 

Area of work 2024/25 fees 2023/24 fees 

Auditor remuneration £52,100 £50,000 

Pooled costs (£6,580) (£5,330) 

(£2,730) (£2,780) Sectoral cap adjustment 

Total fees £42,740 £41,940 
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Appendix E: Other communications 

Response 
Other 
communication 

We have not identified any significant matters involving actual or suspected non-compliance with laws and regulations. 

We will obtain written representations from management that all known instances of non-compliance or suspected non-compliance with laws and 
regulations whose effects should be considered when preparing financial statements have been disclosed. 

Compliance with 
Laws and 
Regulations 

We did not experience any issues with respect to obtaining external confirmations. External 
confirmations 

We did not identify any significant matters relating to the audit of related parties. 

We will obtain written representations from management confirming that: 

a. they have disclosed to us the identity of related parties and all the related party relationships and transactions of which they are aware; and 

b. they have appropriately accounted for and disclosed such relationships and transactions in accordance with the requirements of the applicable 
financial reporting framework. 

Related parties 

We have not identified any evidence to cause us to disagree that Forth Valley College will be a going concern, and therefore we have not identified any 
evidence to cause us to consider that the use of the going concern assumption in preparation of the financial statements is not appropriate. 

We will obtain written representations from management, confirming that all relevant information covering a period of at least 12 months from the date of 
approval of the financial statements has been taken into account in assessing the appropriateness of the going concern basis of preparation of the 
financial statements. 

Going Concern 
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Appendix E: Other communications (continued) 

Response 
Other 
communication 

We are required to obtain evidence about whether events occurring between the date of the financial statements and the date of the auditor’s report that 
require adjustment of, or disclosure in, the financial statements are appropriately reflected in those financial statements in accordance with the 
applicable financial reporting framework. 

We will obtain written representations from management that all events occurring subsequent to the date of the financial statements and for which the 
applicable financial reporting framework requires adjustment or disclosure have been adjusted or disclosed. 

Subsequent events 

Our audit was designed to obtain reasonable assurance whether the financial statements as a whole are free from material misstatement due to fraud. 
Please refer to the section titled ‘Fraud considerations’ for our fraud considerations and conclusion. 

We will obtain written representations from management and, where appropriate, the Audit Committee, confirming that 

a. they acknowledge their responsibility for the design, implementation and maintenance of internal control to prevent and detect fraud; 

b. they have disclosed to the auditor the results of management’s assessment of the risk that the financial statements may be materially misstated as a 
result of fraud; 

c. they have disclosed to the auditor their knowledge of fraud or suspected fraud affecting the entity involving: 

i. management; 

ii. employees who have significant roles in internal control; or 

iii. others where the fraud could have a material effect on the financial statements; and 

d. they have disclosed to the auditor their knowledge of any allegations of fraud, or suspected fraud, affecting the entity’s financial statements 
communicated by employees, former employees, analysts, regulators or others. 

Matters related 
to fraud 
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Appendix E: Other communications (continued) 

Response 
Other 
communication 

To address the requirements of ISQM (UK) 1, our firm’s System of Quality Management team completes, as part of an ongoing and iterative process, a 
number of key steps to assess and conclude on our firm’s System of Quality Management, including: 

• Ensuring there is an appropriate assignment of responsibilities under ISQM (UK) 1 and across Leadership 

• Establishing and reviewing quality objectives each year, ensuring ISQM (UK) 1 objectives align with our firm's strategies and priorities 

• Identifying, reviewing, and updating quality risks each quarter, taking into consideration a number of input sources (such as FRC / ICAEW review 
findings, internal monitoring findings, findings from our firm’s root cause analysis and remediation functions, etc.) 

• Identifying, designing, and implementing responses as part of the process to strengthen our firm's internal control environment and overall quality 

• Evaluating responses and remediating control gaps or deficiencies 

We perform an evaluation of our system of quality management on an annual basis. Our latest evaluation was performed as of 31 August 2024. Details 
of that assessment and our conclusion are set out in our 2023/2024 Transparency Report, which is available on our website here. 

System of Quality 
Management 

The National Fraud Initiative (NFI) in Scotland is a counter-fraud exercise led by Audit Scotland and overseen by the UK’s Cabinet Office, designed to 
prevent and detect fraud. The NFI uses data analytics to compare information held on individual by different public bodies to highlight the existence of 
fraud or error. 

The College has received matches for investigation covering the three-year period to 30 September 2024. We have monitored the College’s 
participation and progress during the 2024/25 audit. During the 24/25 NFI exercise, the College received a total of 2 reports in respect of payroll and 
creditors which contained 3 and 174 potential matches respectively. The College investigated all of the matches and found that any matches that 
required resolution had already been actioned prior to the report being issued. 

National Fraud 
Initiative 
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Appendix F: Wider scope ratings 

We need to gather sufficient evidence to support our commentary on the College’s arrangements and to identify and report on any risks. We will carry out more detailed work where we 
identify significant risks. Where significant risks are identified we will report these to the College and make recommendations for improvement. In addition to local risks, we consider 
challenges that are impacting the public sector as a whole. 

We have assigned priority rankings to each of the risks identified to reflect the importance that we consider each poses to your organisation and, hence, our recommendation in terms of the 
urgency of required action. The table below describes the meaning behind each rating that we have awarded to each wider scope area based on the work we have performed. 

Rating Description 

Level 1 The identified risk and/or significant deficiency is critical to the business 
processes or the achievement of business strategic objectives. There is 
potential for financial loss, damage to reputation or loss of information. The 
recommendation should be taken into consideration by management 
immediately. 

Level 2 The identified risk and/or significant deficiency may impact on individual 
objectives or business processes. The audited body should implement the 
recommendation to strengthen internal controls or enhance business 
efficiency. The recommendations should be actioned in the near future. 

Level 3 The identified risk and/or significant deficiency is an area for improvement or 
less significant. In our view, the audited body should action the 
recommendation, but management do not need to prioritise. 
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Contact 

Forvis Mazars 

Michael Speight 
Director RI 
Tel: +44 (0)7881 283 571 
Michael.Speight@mazars.co.uk 

The contents of this document are confidential and not for distribution to anyone other than the recipients. 
Disclosure to third parties cannot be made without the prior written consent of Forvis Mazars LLP. 

Forvis Mazars LLP is the UK firm of Forvis Mazars Global, a leading global professional services network. Forvis Mazars LLP is 
a limited liability partnership registered in England and Wales with registered number OC308299 and with its registered office at 
30 Old Bailey, London, EC4M 7AU. Registered to carry on audit work in the UK by the Institute of Chartered Accountants in 
England and Wales. Details about our audit registration can be viewed at www.auditregister.org.uk under reference number 
C001139861. VAT number: GB 839 8356 73 

© Forvis Mazars 2024. All rights reserved. 
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