SUGGESTED CONTENT - Financial Management Policy of the Governing Body

Guidance Notes for Completion

The Governing Body is required to formally record how they will run the financial affairs of the school. This normally takes the form of an overall policy document setting out how the Governing Body will run the school with the Headteacher. To ensure that everyone knows what part they play in the smooth running of the school this should be written into a Financial Management Policy and Procedures Guide. This normally falls into two parts showing the strategic role played by the Governors and the operation of the day-to-day affairs of the school undertaken by the Headteacher and staff. 

Even though the Governors delegate tasks and responsibilities to the Headteacher and the school staff, they as a “Body Corporate” still retain full responsibility for all that goes on at the school. It is therefore important that they decide how often they need reports or information to assure themselves that the school is following their agreed educational and financial plans and strategies and also how successful these are proving in practice.

For completeness this note sets out very briefly the legal background to having clear financial policies and procedures. To further assist in their development, the LEA has produced an updated Financial Procedure Manual and draft Financial Management Policy and Procedures Guide which schools could use as a template. To further assist in the production of these key documents there is also a Financial Risk and Control Self Assessment Checklist of the main things that must be included.

Legal Background to Fair Funding

The Schools Standards and Framework Act 1998 (the Act) is the current definitive document and replaced Local Management in Schools. Significantly it has extended the delegation of funding and powers to Governing Bodies. 

Section 48 of the above Act requires the LEA to prepare a scheme that is the formal agreement or contract between the school and the LEA for retaining a delegated budget. It is based on a model devised by the DfES and requires formal approval by the Secretary of State. This agreement, The Wakefield Scheme for Financing Schools (Wakefield Scheme) includes budgeting requirements and information, as well as financial requirements. Failure to comply with these important requirements could, in extreme cases, result in delegation being taken away from the school.

The Roles and Responsibilities of the Governing Body and the Headteacher are covered by legislation and guidance is set out in DfES publications “A Guide to the Law for School Governors” and “Roles of Governing Bodies and Head Teachers” both available from the DfES Publications (tel 0845 6022260). Briefly the role of the Governing Body is seen as strategic, based on professional advice from the Headteacher who is responsible for the day to day running of the school. This does not limit the role of the Governors who are expected to act as a “critical friend “ to the Headteacher.

Advice on financial procedures is covered in the latest OFSTED and Audit Commission booklets “Keeping Your Balance” and “Getting the Best From Your Budget”. However these have been summarised, as far as possible, and adapted for Wakefield in the attached Financial Procedure Manual.

Model Schools Financial Management Policy and Procedures Guide. The above-mentioned model is consistent with the Wakefield Scheme and Financial Procedures Manual. It also includes the guidance issued by the Schools and Governors Support Group in respect of the terms of reference for school Committees.
Draft Financial Management Policy

1. Introduction

The overall policy of the Governing Body is to operate in a regime of openness and honesty where its objectives are clearly stated.

Similarly the finances of the school will be run to the highest standards of accountability and stewardship to meet its educational objectives within its delegated budget. To this end it will aim to maximise the use of its delegated budget together with any other sources of income or grant to deliver the School Development Plan.

2. Governing Body (Legislation)
2.1 
The Schools Standards and Framework Act 1998 (Fair Funding) places a statutory responsibility on the Governing Body for all aspects of running the school, including its financial affairs.

2.2 
To enable it to fulfil its role effectively the Governing Body has delegated some of its strategic responsibilities to Committees of Governors. The day-to-day management of the school is delegated to the Headteacher and senior members of the school’s staff. The extent of these delegated powers is set out below.

2.3 
In addition, to ensure the financial affairs of the school are properly controlled in line with current best practice and guidance, the Governing Body and Headteacher have adopted the financial procedures set out in the appendix to this policy document. 

3. Services Provided by the LEA

The Governing Body is able to choose whether or not the LEA will provide certain services centrally based on prices agreed in a Service Level Agreement and will accordingly allocate the associated part of their delegated budget for use by the LEA. The following services are currently available for purchase from the LEA:

Financial and accounting

Payroll

Creditor Payments

Repairs and Maintenance

School Meals

Grounds maintenance

ICT

Insurance

Governor Training

Clerking of Governing Bodies

4. Committee Structure

To ensure it has a manageable workload a Governing Body will usually delegate certain responsibilities to Committees. Set out below are suggested Committees and matters to include in the terms of reference and responsibilities. This Committee structure is by no means obligatory and some schools may wish to merge some of the Committees. This is particularly the case with the Finance Committee which could also include Premises and Personnel and perhaps be re-named as the Resources Committee.

In addition to the terms of reference there are, at the end of this document, suggested membership, quorum and clerking arrangements.

FINANCE COMMITTEE

 
Terms of reference:

1.
Financial management policy
1.1
To draft the school’s financial management policy (including financial responsibilities to be delegated to the Headteacher):

i. in accordance with the Wakefield Scheme 

ii. after considering advice from the LEA, OfSTED, the Audit Commission and DfES; 

iii.
after consulting the Headteacher;

1.2
To present the draft policy to the full Governing Body for consideration and approval;

1.3
To monitor the implementation of the policy and to report to the full Governing Body;

1.4
To review the policy at least once every year and whenever relevant advice is received from the LEA, OfSTED, the Audit Commission or DfES;

2.
School budget
2.1
To draft the school budget in line with the priorities set out in the school’s 3 year Development Plan (including Financial Plan) and post-inspection action plan;

2.2
To present the draft budget to the full Governing Body for consideration and approval in time to meet the LEA’s budget deadlines;

2.3
To monitor the school budget and report to the full Governing Body;

2.4
To monitor virements to the school budget and any other variations to the original budget above 10%. Agree for approval appropriate action to address the issues raised by the need for the virement and report them to the next meeting of the full Governing Body;

2.5
To regularly monitor pupil number trends to assess the effect on the delegated budget allocation;

2.6
To consider and to advise the Governing Body on the financial implications of adopting any policy under consideration, with significant budget implications

2.7
To undertake an annual review of all expenditure with a view to achieving “Best Value” in respect of the use of the delegated budget allocation. This will include a review of all contractors and suppliers to the school to ensure the existing arrangements are appropriate (see DfES purchasing advice to schools on their web site);

2.8
To undertake an annual review of all sources of income received by the school to ensure fees and charges remain appropriate and in line with any increase in costs. Regularly monitor income received against the budget estimate as with expenditure;

2.9
To draft the school’s policy on lettings for consideration and approval by the full Governing Body;

2.10
To review the school’s policy on lettings (including charges) on an annual basis (and at other times as appropriate) and report its conclusions to either the Finance Committee or the full Governing Body;

2.11
To approve applications for use of the school premises in accordance with the policy of the Governing Body.  (The full Governing Body - but not the Premises Committee, which cannot delegate responsibility - may wish to delegate this responsibility to the Headteacher.  In such cases, the Committee should receive reports on the Headteacher’s decisions).

2.12
To recommend to the full Governing Body the level of financial delegation afforded to the Finance Committee and Headteacher in respect of expenditure orders and virements between budget heads.

3.
Standards Fund resources
3.1
Draft proposals for use of standards fund resources for consideration and approval by Governing Body and monitor progress as with school budget.

4.
School fund (and other funds held by the Governing Body)
4.1
To monitor the balance and expenditure of the school fund (and other funds held by the Governing Body) and to report on these at least annually to the full Governing Body;

4.2
To ensure that there is an annual audit of the school fund and of other funds held by the Governing Body, undertaken by persons independent of operating the school fund, and to ensure that the results are reported to the full Governing Body and a copy audit certificate sent to the LEA.

5.
Compliance with Wakefield Scheme for Financing Schools

5.1
To receive an annual report from the Headteacher confirming that the financial controls required to meet the requirements of the Scheme are still in place and operating as intended and to advise the Governing Body accordingly.

6.
Register of Business Interests

6.1
To ensure the school’s Register of Business Interest is kept up-to-date.

7.
Whistle Blowing Policy

7.1
To draft a Whistle Blowing policy for consideration and approval by the Governing Body and to agree arrangements with the Headteacher for ensuring all staff in school are aware of its content.

8.
Contribution to School Self-Review

8.1
To review on an annual basis, in partnership with the Headteacher, how far the requirements outlined in OFSTED Form S3 which relate to finance are being met and to report the results of this review to the full Governing Body.

PERSONNEL COMMITTEE
Terms of reference:

1.
Drafting and review of personnel policies and procedures (including those relating to appointment of staff, health and safety, performance management, staff pay, discipline, grievance and determining that staff should cease to work at the school)
1.1
To advise the full Governing Body on such policies and procedures

1.2
To draft such policies and procedures (or adapt models/samples provided by the LEA or Diocese) and to present them to the full Governing Body for consideration and approval

1.3
To review the Governing Body’s pay policy and the school’s staffing establishment and structure on at least an annual basis, in the light of legislative changes, financial and curricular considerations and the school’s development plan; to consult the Finance Committee as part of this process; and to present any proposed changes to the policy and/or staffing establishment and structure to the full Governing Body, for consideration and approval;

1.4
To review all other personnel policies and procedures on a regular basis (and at other times as appropriate) and report its conclusions to the full Governing Body.

2.

Contribution to School Self-Review

2.1
To review on an annual basis, in partnership with the Headteacher, how far the requirements outlined in OFSTED Form S3 which relate to personnel are being met and to report the results of this review to the full Governing Body.

PERSONNEL AND PAY IMPLEMENTATION COMMITTEE
Terms of reference:

Implementation of personnel policies and procedures
To carry out the Governing Body’s responsibilities in implementing its policies and procedures for determining staff pay (including the annual review of teachers’ salaries each September), considering cases of staff discipline or grievance and determining that staff should cease to work at the school.

PERSONNEL APPEALS COMMITTEE
Terms of reference:
To hear appeals from members of staff against decisions made by the Personnel and Pay Implementation Committee.

PERFORMANCE MANAGEMENT COMMITTEE

Terms of reference:

1.
To carry out the performance review of the Headteacher, including agreeing objectives and monitoring progress towards them, in accordance with legal requirements and the performance management policy of the school;

2.
To appoint a DfES-accredited adviser to assist members in carrying our their responsibilities effectively, within the budget set for this purpose by the Governing Body;

3.
To make the result of the performance review available to the Chair of the Governing Body and, on request, to the Governors’ Committee responsible for determining the Headteacher’s pay.

PREMISES COMMITTEE

Terms of reference:

1.
Repairs and maintenance

1.1 
To monitor the condition of the school premises;

1.2
To draw up and implement a repairs and maintenance programme within the budget set by the full Governing Body and in accordance with the priorities of the school’s development plan;

1.3
To make recommendations to the Finance Committee on the requirements for the annual repairs and maintenance programme;

1.4
To monitor the repairs and maintenance budget.

2.
Improvements and new developments
2.5
To consider options for building improvements and/or new developments within the needs and priorities identified in the Asset Management Plan;

2.6
To make recommendations to the Finance Committee for spending the school’s annual devolved capital funding.

DELEGATED RESPONSIBILITIES

1. 
Headteacher
1.1
Have day-to-day responsibility for managing the school including financial and staffing matters in accordance with the Wakefield Scheme for Financing Schools, subject to regular reporting to the Governing Body.

1.2
Working with the Governing Body and appointed committees in the financial management of the school.

1.3
The Headteacher will be able to authorise all expenditure approved within the delegated budget. However, in addition he/she will have delegated responsibility to commit the school to expenditure up to an agreed level( e.g.£2500)  provided that this does not exceed the overall expenditure within the delegated budget. Amounts above this limit may only be incurred in conjunction with the Chair of Governors or the Chair of the Finance Committee up to an agreed  maximum. Where such action has been necessary the amount  involved and an explanation should be provided to the next meeting of the full Governing Body.

1.4 
Financial management of the school fund including regular reporting to the Governing Body. Ensuring the annual audit of the school fund income and expenditure account and balance sheet is carried out by competent auditors and is reported to the Governing Body. A copy of the audit certificate is sent promptly to the LEA.

1.5 
Allocate financial duties to appropriate staff bearing in mind that there is adequate division of duties between members of staff to provide appropriate levels of internal check e.g. one person should not be able to order and receive goods and services and pay the invoice without anyone else at the school knowing.

2 
Deputy Head and Heads of Department

2.1 
Responsibility for control of appropriate elements of the school’s budget (capitation).

2.2 
Work closely with the Headteacher in agreeing the planned expenditure for the coming year in respect of all aspects of the delegated budget. Have delegated authority to commit the school to expenditure up to an agreed maximum within the particular budget. Expenditure above this limit to be authorised (usually in advance) by the Headteacher.

3. 
School Secretary / Bursar
3.1
Maintain the school’s income, expenditure and commitments on the LEA's Financial Information System.

3.2 
Monitor on a monthly basis actual income and expenditure against the delegated budget agreed with the LEA and notify the Headteacher of any likely variance above 10% in the budget profile. This exercise would also include known commitments.

3.3 
Oversee the financial procedures of the school to ensure they operate in accordance with the Wakefield Scheme for Financing Schools and any delegated responsibility required by the Governing Body in the operation of those procedures.

3.4
Provide the LEA with the information and returns they require to fulfil their responsibilities in respect of financial accounting, systems and procedures.

3.5 
Responsibility for the security of all cash and cheques, chequebooks and other financial stationery.

3.6 
Ensuring adequate arrangements for the security of all assets of the school.

3.7
Ensuring the security of all information held on the schools computer systems and in compliance with the Data Protection Act.

3.8
Maintain the school’s Asset Register based on the location inventory system. Provide the necessary advice on security of assets and arrange an independent annual check of a sample of items on the location inventories.

GUIDANCE ON COMMITTEE MEMBERSHIP, QUORUM AND CLERKING

FINANCE COMMITTEE

Membership:
-
perhaps 3-6 governors, including Headteacher and Chair and possibly representing all categories of governor;


-
perhaps the Deputy Headteacher and/or Bursar as non-voting members.

Quorum:
-
perhaps 3 governors, including Headteacher.

Clerking:
-
Meetings may be clerked by any person nominated by the full governing body or by the committee.  Normally, a member of the committee carries out this role.

PERSONNEL COMMITTEE

Membership:
-
perhaps 3-6 governors, including Headteacher and Chair and possibly representing all categories of governor.

Quorum:
-
3 governors, who may include the Headteacher.

Clerking:
-
Special requirements apply where the Committee is considering the case of an individual member of staff – see guidance on Personnel and Pay Implementation Committee below.  Otherwise meetings may be clerked by any person nominated by the full governing body or by the committee – normally by a member of the committee.

PERSONNEL AND PAY IMPLEMENTATION COMMITTEE

Membership:
-
3 governors (plus one reserve) who are also members of the Personnel Committee.


-
The Governing Body should consider whether it wishes to exclude all staff (including the Headteacher) from membership of this Committee.


-
However, the Headteacher is entitled to attend all committee meetings as a non-member and should normally be invited to provide advice.


-
The Headteacher cannot be a member of the Committee, by law, when it is considering whether to determine that staff should cease to work at the school (Education [School Government] Regulations, Regulation 47 (4)), although he/she should be invited to attend the meeting as a non-member to provide advice.


-
No employee at the school (other than the Headteacher) may be a member of any Committee, by law, when it is considering the pay or performance appraisal of any employee at the school.  The Headteacher must also withdraw if it is his/her own pay or performance appraisal which is being considered (Education [School Government] Regulations, Schedule 6, paragraph 4).

Quorum:
-
3 (Where the Committee is considering whether to determine that staff should cease to work at the school, there is a statutory quorum of 3 governors or – “where it is not reasonably practicable” for the committee to include 3 governors –2 governors.  (Education [School Government] Regulations 47 (6) and (7)).

Clerking:
-
If the Committee is considering whether a member of staff should cease to work at the school, no member of the governing body or the Headteacher may act as clerk.  If the Education Department is advising the Committee, a LEA officer normally acts as clerk.


-
In other circumstances, meetings may be clerked by any person nominated by the full governing body or by the committee who does not have a personal interest in the proceedings; in these cases, a member of the Committee normally acts as clerk.

PERSONNEL APPEALS COMMITTEE

Membership
-
3 governors (plus one reserve) who are not members of the Personnel Implementation Committee.

-
The Governing Body should consider whether it wishes to exclude all staff (including the Headteacher) from membership of this Committee.

-
However, the Headteacher is entitled to attend all committee meetings as a non-member and should normally be invited to provide advice.

-
The Headteacher cannot be a member of the Committee, by law, when it is considering whether to determine that staff should cease to work at the school (Education [School Government] Regulations, Regulation 47 (4)), although he/she should be invited to attend the meeting as a non-member to provide advice.

· No employee at the school (other than the Headteacher) may be a member of the Committee, by law, when it is considering the pay or performance appraisal of any employee at the school.  The Headteacher must also withdraw if it is his/her own pay or performance appraisal which is being considered (Education [School Government] Regulations, Schedule 6, paragraph 4).

Quorum
-
at least equal in size to the committee which made the decision against which the appeal is being made.

Clerking
-
If the Committee is considering whether a member of staff should cease to work at the school, no member of the governing body or the Headteacher may act as clerk.

-
If the Education Department is advising the Committee, a LEA officer normally acts as clerk.


-
In other circumstances, meetings may be clerked by any person nominated by the full governing body or by the committee who does not have a personal interest in the proceedings; in these cases, a member of the Committee normally acts as clerk.

PERFORMANCE MANAGEMENT COMMITTEE

Membership:
-
2 or 3 governors who are not employed at the school.


-
At Church schools, at least one member must be a foundation governor.


-
At Church aided schools, where the Committee has 3 members at least 2 must be foundation governors.
Quorum:
-
2 governors; at Church schools, at least 1 must be a foundation governor.
Clerking:
-
Meetings may be clerked by any person nominated by the full Governing Body or by the Committee who is not employed at the school or who has a personal interest in the matters to be considered.  Normally, a member of the Committee or the DfES accredited adviser acts as clerk.

Review Officer-
In addition to the Performance Committee, all governing bodies must appoint a Review Officer to deal with any complaints made by the Headteacher about his/her performance review.


-
The Review Officer must not be a member of the Performance Management Committee.

PREMISES COMMITTEE

Membership:
-
perhaps 3-6 governors;


-
perhaps the Deputy Headteacher or other members of staff as non-voting members.

Quorum:
-
perhaps 3 governors.

Clerking:
-
Meetings may be clerked by any person nominated by the full governing body or by the committee.  Normally, a member of the committee acts as clerk.
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