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Professional Certificate in Regulatory Compliance in Education (United Kingdom) (United Kingdom)

Financial Governance and Funding Regulations
(United Kingdom)

Funding Council – The public body responsible for allocating government‑provided funds to
higher‑education institutions (HEIs) in England, Wales, Scotland and Northern Ireland. In England the role is
now performed by the Office for Students (OfS), while in Wales, Scotland and Northern Ireland the
respective bodies are the Welsh Funding Council, Scottish Funding Council and Department for the
Economy (NI). The Funding Council determines the amount of block grant each institution receives based
on the agreed formulae, which take into account student numbers, research activity, and other performance
indicators. For example, an HEI with a high proportion of students in low‑cost programmes may receive a
larger block grant per student than an institution that delivers predominantly high‑cost programmes.
Understanding the function of the Funding Council is essential for compliance officers because the terms of
the grant dictate reporting deadlines, permissible uses of funds, and the consequences of non‑compliance
such as repayment or sanctions.

Block Grant – The core stream of public funding that covers the majority of teaching and non‑teaching
costs in an HEI. It is calculated on a per‑full‑time‑equivalent (FTE) student basis, using the national student
funding formula. The block grant is subject to annual audit and must be accounted for in accordance with
the institution’s financial statements, typically the Statement of Financial Activities (SOFA). A practical
challenge is ensuring that the block‑grant income is correctly matched to the relevant cost centres,
especially when an institution has multiple campuses or joint programmes that cross funding‑source
boundaries. Mis‑allocation can trigger a breach of funding conditions and lead to a demand for repayment.

Tuition Fee – The amount charged to students for the provision of higher‑education teaching. Since the
tuition‑fee cap was introduced in 2017, universities in England may charge up to £9,250 per annum for
undergraduate programmes. Tuition fees are collected by the Student Loans Company (SLC) on behalf of
the government, and the net amount is transferred to the institution after the deduction of bursaries and
scholarships. Compliance professionals must verify that fee‑charging practices align with the cap, that
fee‑related income is recorded in the correct accounting period, and that any fee‑related exemptions (for
example, for students on certain visas) are documented and reported.

Student Loans Company (SLC) – The public‑sector body that administers tuition‑fee loans, maintenance
loans, and repayment collections for students in England, Wales and Northern Ireland. The SLC provides the
institution with a cash flow forecast based on projected enrolments, which is incorporated into the annual
budget. Institutions must reconcile the SLC data with their own enrolment records to detect any
discrepancies that could indicate fraudulent claims or data‑entry errors. A common issue is the lag between
enrolment confirmation and the receipt of SLC funds, which can affect cash‑flow management and may
require short‑term borrowing arrangements.
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Maintenance Grant – A non‑repayable contribution to living costs for eligible students, historically funded
by the central government. In England, maintenance grants were abolished in 2016, but they continue in
Wales, Scotland and Northern Ireland, each with its own eligibility criteria and funding levels. The existence
or removal of maintenance grants influences student recruitment strategies, and compliance officers must
keep abreast of policy changes to advise senior management on the financial impact of such reforms.

Research Councils – The bodies that allocate research‑specific funding to universities and research
institutions. In England, the research councils are now part of United Kingdom Research and Innovation
(UKRI), which also includes Innovate UK and the Arts and Humanities Research Council (AHRC). Research
funding is usually awarded on a grant‑by‑grant basis and is subject to strict eligibility and reporting
requirements. The distinction between research grants and block‑grant teaching funding is critical because
each stream has its own set of permissible costs, overhead rates, and audit expectations. For instance,
capital equipment purchased with a research grant may not be eligible for depreciation under the
block‑grant accounting rules.

UKRI (United Kingdom Research and Innovation) – The umbrella organization that integrates the research
councils, Innovate UK, and other research‑related bodies. UKRI administers the UK’s research funding
agenda, sets the strategic priorities for scientific investment, and establishes the terms and conditions of
research grants. Compliance staff must monitor UKRI’s “grant‑condition compliance” requirements, which
cover issues such as intellectual‑property ownership, open‑access publishing, and the use of public
procurement rules when contracting with third‑party service providers.

Capital Funding – Funding allocated for the acquisition, construction, or major refurbishment of physical
assets such as buildings, laboratories, and IT infrastructure. Capital funding may be provided by the
government (e.G., The Capital Grants for Teaching and Learning), by research councils for specialised
facilities, or by private donors through endowments. The accounting treatment of capital funding differs
from that of revenue funding; capital expenditure is capitalised on the balance sheet and depreciated over
the asset’s useful life. A typical challenge is the need to reconcile the capital‑grant income with the
institution’s capital‑project schedule, ensuring that funds are drawn down only when the associated
milestones are achieved.

Financial Governance – The system of policies, procedures, controls and oversight mechanisms that ensure
an institution’s financial resources are managed responsibly, transparently and in accordance with legal and
regulatory requirements. Effective financial governance encompasses the roles of the governing body, the
senior management team, internal audit, external audit, and the finance function. In the context of
higher‑education funding, financial governance also includes compliance with the terms of the funding
agreements, the maintenance of robust risk‑management frameworks, and the provision of accurate
financial information to the Funding Council and other external stakeholders.

Risk Management – The process of identifying, assessing, and mitigating financial, operational, and
reputational risks that could affect an institution’s ability to meet its strategic objectives and compliance
obligations. For financial governance, risk‑management activities typically involve the development of a risk
register, the implementation of internal controls, and the periodic testing of those controls. A practical
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example is the risk of “over‑recruitment,” where an institution admits more students than its funded
capacity, leading to a shortfall in block‑grant income and a potential breach of the funding contract.

Internal Controls – The policies and procedures designed to ensure the reliability of financial reporting,
safeguard assets, and promote compliance with laws and regulations. Internal controls in a university
setting may include segregation of duties between the admissions office (which records enrolments) and
the finance office (which recognises tuition‑fee income), automated validation checks in the
student‑information system, and regular reconciliations of SLC data. Weak internal controls are a common
cause of audit findings and can result in the Funding Council imposing corrective action plans.

Audit – The systematic examination of an institution’s financial statements, internal controls and compliance
with funding agreements by an independent auditor. In the UK, external audit is usually performed by a
chartered accounting firm, while internal audit is conducted by the institution’s own audit department or a
dedicated audit committee. Auditors assess whether the institution has complied with the “Funding Council
Conditions of Grant” (CoG) and whether the financial statements give a true and fair view of its financial
position. An audit opinion of “adverse” or “qualified” can trigger funding suspensions or repayment
demands.

Compliance – The act of adhering to statutory, regulatory and contractual obligations. In the
higher‑education sector, compliance concerns range from data‑protection (GDPR) to equal‑opportunity
legislation, but the focus for a regulatory‑compliance professional is on financial compliance with funding
contracts, student‑support regulations, and research‑grant conditions. Compliance monitoring typically
involves routine checks, risk‑based testing, and the preparation of management information (MI) for senior
leadership.

Funding Agreement – The contract between an HEI and the Funding Council that sets out the terms,
conditions and performance expectations for the receipt of public funds. The agreement includes clauses on
the calculation of block‑grant income, the submission of annual financial returns, the use of funds for
eligible activities, and the consequences of non‑compliance. A key clause is the “audit‑rights clause,” which
grants the Funding Council the authority to inspect records and request additional information at any time.
Breach of a funding agreement can lead to a “notice of breach,” a requirement to repay mis‑used funds, or
even the termination of the contract.

Grant Funding – Money awarded for a specific project, programme or research activity, often subject to
defined deliverables, milestones and reporting requirements. Grant funding may be provided by
government departments, research councils, charitable foundations or private sponsors. The distinction
between grant funding and block‑grant funding is crucial because grant funding is usually earmarked for
particular costs (e.G., Staff time, consumables) and may include a “cost‑recovery” component that allows the
institution to claim indirect costs (overheads). Effective management of grant funding requires robust
project‑accounting systems, clear allocation of staff effort, and timely submission of progress reports.

Overheads (Indirect Costs) – The portion of grant funding that covers institutional support services such as
administration, facilities management, library services and IT support. Overheads are calculated as a
percentage of the direct costs claimed on a grant and are negotiated with the funder. In the UK, a typical
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overhead rate for research grants ranges from 20 % to 50 % of direct costs, depending on the funding
body’s policy. Accurate calculation of overheads is essential to avoid under‑recovery of costs, which can
affect the institution’s financial sustainability.

Cost‑Recovery – The process of recouping the expenses incurred in delivering a funded activity, often
through the allocation of overheads or by charging fees to external users. For example, a university may
recover the cost of a specialised laboratory by offering paid access to industry partners, thereby generating
additional income that can be used to offset research‑grant expenses. Compliance staff must ensure that
cost‑recovery arrangements are transparent, documented, and consistent with the funder’s guidelines.

Financial Statements – The formal records that summarise an institution’s financial performance and
position. In the UK higher‑education sector, the primary statements are the Statement of Financial Activities
(SOFA), the Balance Sheet, and the Cash Flow Statement. These statements must be prepared in accordance
with the “Statutory Accounting Principles” (SAP) and the “Financial Reporting Standard for Higher
Education” (FRS HE). They are submitted to the Funding Council as part of the annual financial return and
are subject to external audit.

Statutory Accounting Principles (SAP) – The set of accounting standards that govern the preparation of
financial statements for public‑funded bodies, including universities. SAP requires the presentation of
income and expenditure on a cash‑basis, the classification of assets and liabilities, and the disclosure of
contingent liabilities. Understanding SAP is vital for compliance officers because deviations from these
principles can lead to audit qualifications and potential funding penalties.

Financial Reporting Standard for Higher Education (FRS HE) – The specific accounting framework that
supplements SAP for higher‑education institutions. FRS HE provides guidance on the treatment of
tuition‑fee income, research grant revenue, capital asset recognition, and the presentation of deferred
income. For example, tuition‑fee income received in advance of the academic year is recorded as deferred
income and recognised on a systematic basis as the teaching service is delivered. Mis‑recognition of
tuition‑fee income can distort the institution’s reported surplus and affect its ability to meet the Funding
Council’s “financial health” thresholds.

Deferred Income – Income that has been received but not yet earned, and therefore recorded as a liability
until the related service is provided. In the context of tuition fees, the portion of the fee that relates to
future teaching periods is deferred and released to the income statement over the course of the academic
year. Accurate tracking of deferred income is essential for cash‑flow forecasting and for meeting the
Funding Council’s “cash‑balance” monitoring requirements.

Cash‑Balance Monitoring – The process by which the Funding Council assesses an institution’s liquidity
position to ensure it has sufficient cash to meet its short‑term obligations. The council typically requires
institutions to submit a cash‑balance schedule as part of the annual financial return, highlighting any cash
deficits, borrowing arrangements and the timing of cash inflows from tuition‑fee payments. Failure to
maintain an acceptable cash balance can result in the imposition of a “cash‑balance condition” that may
restrict the release of future block‑grant payments.
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Borrowing Limits – The maximum amount of debt that an institution is permitted to incur, as set out in its
funding agreement and in the institution’s own risk‑management policy. Borrowing may be used to smooth
cash‑flow gaps, fund capital projects, or bridge the period between the receipt of grant income and the
delivery of services. Compliance professionals must monitor the institution’s debt levels against the agreed
limits and ensure that any borrowing is approved by the governing body and recorded accurately in the
financial statements.

Governance Board (or Governing Body) – The statutory body that holds ultimate responsibility for the
strategic direction and financial stewardship of an HEI. The board approves the annual budget, monitors
financial performance, and ensures that the institution complies with its funding obligations. Board
members are required to receive regular briefings on financial‑governance matters, including risk
assessments, audit findings and any material breaches of funding conditions.

Strategic Planning – The process of setting long‑term objectives and allocating resources to achieve the
institution’s mission. Financial governance links directly to strategic planning because funding allocations
(both block‑grant and grant funding) are driven by the institution’s enrolment projections, research
ambitions and capital‑development plans. A mis‑alignment between strategic plans and the realistic
funding envelope can lead to overspending, under‑recovery of costs and subsequent compliance breaches.

Performance Indicators (KPIs) – Quantitative measures used by the Funding Council and the institution to
assess the effectiveness and efficiency of higher‑education delivery. Common KPIs include student
satisfaction scores, graduate‑employment rates, research‑output metrics (e.G., REF scores) and
financial‑health ratios such as the “surplus‑to‑total‑income” percentage. Compliance officers must ensure
that data used to calculate KPIs are accurate, verifiable and collected in line with the Funding Council’s
methodology.

Research Excellence Framework (REF) – The national assessment exercise that evaluates the quality of
research conducted by UK universities. REF results directly influence the distribution of research‑grant
funding, as higher‑scoring institutions receive larger allocations. Institutions must submit detailed case
studies, staff profiles and publication data, all of which are subject to audit. Non‑compliance with REF
submission guidelines can lead to penalties, reduced funding and reputational damage.

Student Support Funding – The suite of financial assistance programmes that enable students to cover
tuition fees and living costs, including loans, bursaries, scholarships and hardship funds. The eligibility
criteria, funding levels and repayment terms vary across the four UK nations. For compliance, it is crucial to
maintain accurate records of student eligibility, to apply the correct funding rules, and to reconcile the
institution’s internal data with the SLC’s data feeds.

Hardship Fund – An institution‑managed pool of discretionary financial support for students experiencing
unexpected financial difficulties. While not a government‑funded stream, the hardship fund must be
administered transparently, with clear criteria and documentation, to avoid accusations of unfair treatment
or misuse of public resources. Governance arrangements typically require the fund’s usage to be reported
to the governing body and, where appropriate, to the Funding Council.
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Equalities Monitoring – The statutory requirement to collect and analyse data on protected characteristics
(e.G., Gender, ethnicity, disability) to ensure that funding allocation and student‑support decisions do not
result in indirect discrimination. Funding bodies may require evidence that institutions have undertaken
“equality impact assessments” when designing tuition‑fee structures or scholarship programmes. Failure to
comply can lead to investigations by the Equality and Human Rights Commission and potential funding
penalties.

Data Protection (GDPR) – The legal framework governing the processing of personal data, including student
and staff information. Higher‑education institutions must implement appropriate technical and
organisational measures to protect data, conduct Data Protection Impact Assessments (DPIAs) where
required, and maintain records of processing activities. In the context of financial governance, GDPR
compliance is relevant when handling student‑loan data, grant‑recipient details and payroll information.
Breaches can result in substantial fines and damage to the institution’s reputation.

Procurement Regulations – The set of rules that govern the acquisition of goods and services using public
funds. In England, the Public Contracts Regulations 2015 implement EU procurement directives, while in
Scotland, Wales and Northern Ireland similar legislation applies. HEIs must follow competitive‑tendering
procedures, maintain a “procurement register” and ensure that contracts are awarded on the basis of value
for money. Non‑compliance can lead to challenges, contract cancellations and financial penalties.

Value‑for‑Money (VfM) – The principle that public money should be spent efficiently, effectively and
economically. In funding‑agreement terms, VfM is often expressed as a requirement to achieve the best
possible outcomes for the resources allocated. Compliance staff may be asked to provide evidence that
procurement processes, project‑management practices and service‑delivery models meet VfM standards.
Demonstrating VfM can be particularly important when applying for competitive research grants or
capital‑funding programmes.

Contingent Liability – A potential obligation that may arise depending on the outcome of a future event,
such as a pending legal claim or a guarantee provided to a third party. Contingent liabilities must be
disclosed in the financial statements if they are material and probable. For compliance, it is essential to
identify any contingent liabilities that could affect the institution’s ability to meet funding‑agreement
conditions, for example, a legal dispute over student‑loan repayments.

Audit Committee – A sub‑committee of the governing body tasked with overseeing the institution’s audit
function, internal controls and risk management. The committee reviews audit reports, monitors the
implementation of audit recommendations and ensures that the finance team provides accurate
information to external auditors. Effective audit‑committee oversight is a key factor in achieving a clean
audit opinion and maintaining the trust of the Funding Council.

Financial Health Thresholds – The set of criteria established by the Funding Council to assess an institution’s
financial stability. Typical thresholds include a minimum surplus‑to‑total‑income ratio (often 3 %), a
maximum borrowing‑to‑total‑income ratio (commonly 30 %), and a cash‑balance requirement (e.G., Cash
on hand must cover at least three months of operating costs). Institutions that fall below these thresholds
may be placed on a “financial‑monitoring” regime, which can trigger additional reporting and remedial
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actions.

Financial Monitoring Regime – The enhanced oversight framework applied by the Funding Council when an
institution’s financial health is deemed at risk. The regime may involve more frequent financial returns, the
appointment of an external monitor, and the requirement to develop a turnaround plan. Compliance
officers play a pivotal role in preparing the necessary documentation, coordinating with auditors and
ensuring that corrective actions are implemented in a timely manner.

Turnaround Plan – A strategic document that outlines the actions an institution will take to restore its
financial health. The plan typically includes cost‑saving measures, revenue‑generation initiatives,
restructuring of academic programmes, and improvements to cash‑flow management. The Funding Council
must approve the plan, and progress is reviewed at regular intervals. Successful implementation of a
turnaround plan can restore confidence and prevent the imposition of more severe sanctions such as
funding suspension.

Funding Allocation Formula – The mathematical model used by the Funding Council to calculate the
amount of block‑grant funding each institution receives. The formula incorporates variables such as the
number of enrolled students, the level of study (undergraduate vs postgraduate), subject weighting, and the
cost‑of‑delivery factor. Changes to the allocation formula (for example, the introduction of a new
“student‑type weighting”) can have significant financial implications, requiring institutions to adjust their
budgeting and recruitment strategies.

Student‑Type Weighting – A component of the funding‑allocation formula that assigns different funding
rates to distinct categories of students (e.G., Domestic, EU, overseas, mature, part‑time). The weighting
reflects the relative cost of delivering education to each group. For instance, overseas‑fee‑paying students
may attract a higher weighting because their tuition fees are higher and they often require additional
support services. Accurate classification of students by type is essential to avoid under‑ or over‑claiming of
block‑grant funds.

Eligibility Criteria – The set of conditions that determine whether a student, programme or activity qualifies
for public funding. Eligibility criteria are defined in legislation, funding‑agreement documents and specific
grant‑call guidance. Compliance staff must maintain up‑to‑date records of eligibility, conduct regular
reviews, and ensure that any changes (e.G., A new immigration rule affecting overseas students) are
reflected promptly in the institution’s systems.

Reporting Deadlines – The dates by which institutions must submit financial returns, student‑enrolment
data, research‑grant progress reports and other required information to the Funding Council or other
funders. Missing a deadline can result in delayed payments, penalties or, in extreme cases, the withdrawal of
funding. Effective compliance management involves maintaining a calendar of all reporting deadlines,
assigning responsibility for each submission and performing pre‑submission checks.

Financial Return (Annual) – The comprehensive set of financial data that an institution provides to the
Funding Council each year, typically including the SOFA, cash‑balance schedule, block‑grant reconciliation
and details of any grant income. The return must be signed off by the governing body and is subject to
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audit. Errors or inconsistencies in the financial return can lead to a “notice of non‑compliance” and may
trigger a review of the institution’s internal controls.

Grant‑Condition Compliance – The requirement that institutions adhere to the specific terms set out in each
grant agreement, covering areas such as eligible costs, reporting frequency, intellectual‑property
arrangements and public‑access obligations. Failure to meet grant‑condition compliance can result in a
reduction of future grant funding, the requirement to repay mis‑used funds, or the suspension of the grant.
Compliance officers must maintain a register of all active grants, track each condition and conduct periodic
checks to verify adherence.

Intellectual‑Property (IP) Management – The policies and procedures governing the ownership, protection
and commercialisation of research outputs. Funding bodies, particularly UKRI, often stipulate that the
institution retains ownership of IP arising from funded research, but may require a licence back to the
funder. Proper IP management ensures that the institution can capture value from commercialisation
activities while remaining compliant with funder expectations.

Open‑Access Policy – The requirement that research outputs funded by public money be made freely
available to the public, typically via an institutional repository or a recognised open‑access platform. UKRI
mandates open‑access compliance for all research grants it awards. Institutions must implement systems to
capture author‑submitted manuscripts, attach the appropriate licence and report compliance statistics to
the funder. Non‑compliance can lead to a reduction in future grant allocations.

Public‑Sector Funding Rules – The collective body of legislation, guidance and contractual terms that
govern the use of public money by HEIs. Key components include the Higher Education and Research Act
2017, the Public Contracts Regulations, and the Funding Council Conditions of Grant. Understanding these
rules is fundamental for compliance professionals, as they provide the legal basis for audit,
risk‑management and governance activities.

Higher Education and Research Act 2017 (HERA) – The primary piece of legislation that restructured the
governance of higher education in England, establishing the Office for Students as the regulator and
redefining the relationship between universities and the Funding Council. HERA introduced new duties on
institutions, such as the requirement to publish a “student‑information” statement and to maintain an
“annual financial statement” that meets specific content standards. Compliance staff must ensure that
institutional policies and procedures are aligned with HERA’s provisions.

Office for Students (OfS) – The independent regulator for higher education in England, responsible for
protecting the interests of students and ensuring that institutions meet quality and financial‑sustainability
standards. The OfS monitors compliance with the “Students’ Financial Support Regulations,” enforces the
“Student Protection Assurance” framework and can impose sanctions for non‑compliance, including the
withdrawal of registration. While the OfS does not directly allocate block‑grant funding, its oversight
intersects with financial‑governance activities, particularly where student‑support funding is concerned.

Students’ Financial Support Regulations – The statutory framework that sets out the eligibility, entitlement
and repayment rules for tuition‑fee loans, maintenance loans and other forms of student finance. The
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regulations are regularly updated to reflect policy changes, such as adjustments to the repayment threshold
or the introduction of new bursary schemes. Institutions must keep their student‑finance systems
synchronised with the latest regulations to avoid mis‑allocation of funds and to remain compliant with the
SLC’s reporting requirements.

Student Protection Assurance (SPA) – The mechanism by which the OfS ensures that students are protected
in the event of institutional failure. SPA requires institutions to maintain a “contingency funding” pool and
to have a clear plan for the transfer of students to alternative providers if necessary. From a
financial‑governance perspective, SPA adds an additional layer of risk that must be accounted for in
cash‑flow forecasts and capital‑budgeting exercises.

Contingency Funding – The reserve of cash that an institution sets aside to meet unexpected expenses or to
fund the relocation of students under the SPA framework. The amount of contingency funding is usually
expressed as a percentage of total income (e.G., 5 %). Maintaining adequate contingency funding is a
governance requirement and is scrutinised during external audit and Funding‑Council reviews.

Financial Sustainability – The ability of an institution to generate sufficient income to cover its operating
costs, meet its strategic objectives and invest in future growth without relying excessively on external
borrowing. Indicators of financial sustainability include a positive operating surplus, a diversified income
base (tuition fees, research grants, philanthropy, commercial activities) and robust cash‑flow management.
Compliance officers contribute to sustainability by ensuring that revenue streams are fully captured, that
cost‑recovery mechanisms are applied correctly and that financial‑risk registers are kept up‑to‑date.

Revenue Diversification – The strategy of expanding the mix of income sources to reduce reliance on any
single funding stream. Common diversification tactics include developing executive‑education programmes,
commercialising research through spin‑out companies, and increasing philanthropic donations. While
diversification can enhance financial resilience, each new revenue source introduces additional compliance
obligations (e.G., Charitable‑trust regulations, tax considerations) that must be managed.

Philanthropic Giving – Donations from individuals, trusts, foundations or corporations that support the
institution’s mission. Philanthropic gifts may be unrestricted or earmarked for specific purposes such as
scholarships, capital projects or research chairs. Proper stewardship of philanthropic funds requires clear
gift‑acceptance policies, transparent reporting to donors and compliance with the Charity Commission’s
guidance (where applicable). Mis‑management of charitable gifts can lead to reputational harm and
regulatory investigation.

Charity Commission – The regulator of charities in England and Wales. Many universities have charitable
status, which subjects them to the Charity Commission’s reporting requirements, including the submission
of annual returns and the maintenance of a public benefit register. Compliance with charity law overlaps
with financial‑governance duties, particularly where charitable funds are used to subsidise tuition fees or to
support research activities.

Public‑Sector Accounting Board (PSAB) – The body that issues accounting standards for public‑sector
entities, including higher‑education institutions. PSAB standards influence the preparation of the SOFA and
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the presentation of financial statements. Staying current with PSAB updates is essential for ensuring that the
institution’s accounts remain compliant with the latest reporting requirements.

Financial Controls Framework – The comprehensive set of policies, procedures, and monitoring activities
that ensure the integrity of financial information, safeguard assets and promote compliance with funding
conditions. The framework typically includes control activities such as authorisation limits, segregation of
duties, electronic system controls, and periodic reconciliations. A well‑designed controls framework reduces
the risk of material misstatement and supports the institution’s ability to meet audit expectations.

Authorisation Limits – The thresholds that determine who within the institution can approve expenditures,
commitments or contractual agreements. For example, a department‑head may be authorised to approve
purchases up to £5,000, while anything above that requires senior‑management sign‑off. Clearly defined
authorisation limits help prevent unauthorised spending and support compliance with funding‑agreement
spending caps.

Segregation of Duties – The principle that no single individual should have control over all phases of a
financial transaction (e.G., Initiation, approval, recording, and reconciliation). In a university setting,
segregation may be achieved by separating the roles of admissions (student enrolment), finance (revenue
recognition) and treasury (cash management). Effective segregation reduces the likelihood of errors or fraud
and is a key focus of internal‑audit testing.

Electronic System Controls – The automated checks built into the institution’s finance and
student‑information systems to enforce data integrity, enforce business rules and flag anomalies. Examples
include validation rules that prevent the entry of a tuition‑fee amount exceeding the fee cap, or controls
that automatically reconcile SLC data with internal enrolment records. Regular testing of electronic system
controls is essential to verify that they function as intended and to identify any gaps that could lead to
non‑compliance.

Periodic Reconciliations – The routine comparison of data from different sources (e.G., SLC data vs. Internal
enrolment data, or grant‑income records vs. Research‑project budgets) to ensure consistency and accuracy.
Reconciliations are typically performed monthly or quarterly and are documented as part of the audit trail.
Timely identification of discrepancies enables corrective action before they materialise into audit findings or
funding breaches.

Audit Trail – The documented evidence that shows the sequence of transactions, approvals and changes
made in a financial system. An audit trail provides traceability from source documents (e.G., Student
enrolment forms) through to the final financial statement line items. Robust audit‑trail maintenance is
required by both the Funding Council and external auditors to verify the authenticity of financial data.

Remedial Action Plan (RAP) – The set of corrective measures that an institution implements in response to
audit findings, funding‑council notices or regulator‑issued recommendations. The RAP outlines the root
cause of each issue, the actions to be taken, the responsible parties and the timeline for completion.
Successful execution of a RAP demonstrates the institution’s commitment to continuous improvement and
can lift any imposed sanctions.
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Financial Health Dashboard – A management‑information tool that visualises key financial metrics (e.G.,
Surplus ratio, cash balance, borrowing level) in real time. The dashboard supports senior leadership in
monitoring performance against the Funding Council’s thresholds and in making informed decisions about
budgeting, cost‑control and investment. Integrating data from finance, student‑information and
research‑grant systems enhances the accuracy of the dashboard and facilitates early warning of potential
compliance breaches.

Cash‑Flow Forecast – The projection of cash inflows and outflows over a defined future period, typically 12
months. The forecast incorporates tuition‑fee payments from the SLC, grant‑income milestones,
capital‑project cash‑draws and operating expenses. Accurate cash‑flow forecasting is vital for maintaining
the cash‑balance thresholds required by the Funding Council and for planning any necessary borrowing.

Borrowing Arrangement – The formal agreement with a lender (e.G., A bank or the UK Government’s
Student Loans Company) that specifies the terms of a loan, including interest rate, repayment schedule and
covenants. Borrowing arrangements must be approved by the governing body and recorded in the
institution’s financial statements. Compliance with borrowing covenants (e.G., Maintaining a minimum
cash‑balance) is monitored regularly to avoid covenant breaches.

Loan Covenant – A contractual clause in a borrowing arrangement that imposes certain financial or
operational conditions on the borrower. Common covenants include limits on the total debt‑to‑income
ratio, requirements to maintain a specified level of cash reserves, or mandates to provide quarterly financial
reports to the lender. Violating a loan covenant can trigger default provisions, leading to accelerated
repayment or higher interest rates.

Capital‑Project Management – The governance process that oversees the planning, execution and delivery
of capital‑intensive projects such as new buildings, refurbishment programmes or major IT system
upgrades. Effective capital‑project management requires a clear business case, robust budgeting, risk
assessment, and regular progress reporting to the governing body and the Funding Council. Failure to
adhere to the approved capital‑project plan can result in the re‑allocation of funds or the imposition of
penalties.

Business Case – The document that justifies a capital or strategic investment by outlining the expected
benefits, costs, risk analysis and alignment with institutional objectives. The business case must be approved
by the governing body before project commencement and is used as a benchmark for monitoring project
performance. In the context of funding compliance, the business case must demonstrate that the project
will deliver value for money and meet any specific funder conditions.

Risk Register – The central repository that records identified risks, their likelihood, impact, mitigation actions
and ownership. For financial governance, the risk register typically includes risks such as “block‑grant
under‑recovery,” “research‑grant non‑compliance,” “cash‑flow shortfall,” and “regulatory‑change impact.”
The register is reviewed regularly by the audit committee and updated as new risks emerge or existing risks
change.

Regulatory‑Change Impact Assessment – The analysis conducted when new legislation or policy changes
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(e.G., A revision to tuition‑fee caps or a new data‑protection rule) could affect the institution’s operations,
finances or compliance obligations. The assessment identifies required actions, estimates associated costs,
and prioritises implementation steps. Conducting timely impact assessments helps the institution adapt
quickly and avoid non‑compliance penalties.

Student‑Information System (SIS) – The integrated software platform that records student enrolments,
course registrations, fee structures, grades and personal data. The SIS is a critical source of data for financial
reporting, tuition‑fee invoicing and compliance monitoring. Maintaining data integrity within the SIS,
through strong validation rules and regular audits, is essential for accurate block‑grant calculations and for
meeting the Funding Council’s reporting requirements.

Enterprise Resource Planning (ERP) System – The suite of applications that supports finance, procurement,
human resources and other core business processes. In many universities, the ERP is linked with the SIS to
enable seamless data flow between student enrolment and finance modules. Configuring the ERP to
enforce authorisation limits, segregation of duties and electronic system controls contributes to a robust
financial‑governance framework.

Data Reconciliation – The process of matching and verifying data from disparate systems (e.G., SIS, ERP, SLC,
grant‑management software) to ensure consistency. Reconciliation is performed at regular intervals and
documented as part of the audit evidence. Effective data reconciliation reduces the risk of reporting errors,
supports accurate financial statements and helps meet the Funding Council’s “data‑quality” expectations.

Student‑Support Services (SSS) – The organisational units that provide advice, counseling, disability support
and other services to students. While SSS does not directly manage funding, its activities can affect
eligibility for bursaries and hardship funds.
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