SECTION 1 - GOVERNANCE

Introduction

1.1
The Governing Body of a school is legally responsible for ensuring that its finances are managed efficiently and effectively.  The Wakefield Scheme sets out specific requirements for governors when controlling the delegated budget allocated to their school.  The objective of Fair Funding is to allow self-management of the school by the Governing Body. This manual recognises this requirement within the framework of the Wakefield Scheme.

Standards in Public Life

1.2
The Nolan Committee recommended standards in public life that would  promote an organisational culture selflessness, openness, integrity and accountability.  The management structure, organisation and responsibilities should reflect these principles and be clearly set out in the School's Financial Management Policy. To facilitate this requirement all decisions of the Governing Body and its committees should be minuted and the schools progress against its development plan reported to parents each year.

1.3
As a part of such a culture Governing Bodies and the headteacher have a responsibility to avoid conflict between their business and personal interests and the interests of the school. A Register of Business Interests, including those of their close relatives should be maintained with access for inspection available to interested parties including parents and the LEA.

1.4
The Nolan Committee also recommended that there are clear mechanisms for dealing with the reporting of allegations of malpractice known as “Whistleblowing”.  Each school must determine its own policy, which should be in line with the Council’s “Employee Code of Contract and Whistle Blowing Code of Practice” leaflet initially issued to all staff in January 1999.

Delegation and Responsibility

1.5
The roles and responsibilities of Governing Bodies and headteachers are determined by legislation and clarified in recent guidance from the DfES. The school should have a clearly defined and documented organisational structure with clear lines of reporting and delegation.

1.6
Under the Wakefield Scheme the Governing Body are responsible for:

· setting the school budget plan within the budget share allocation;

· managing the school’s financial affairs to stay within this budget plan;

· proper financial management through a sound system of internal control;

· ensuring the delegated budget is used only for school purposes;

· providing the LEA with the information  to fulfil its own responsibilities.

1.7
Delegation to committees and to the headteacher is covered in Section 1.5 of the Wakefield Scheme; it is for the Governing Body to determine the extent of these.  For most matters the Governing Body will rely on committees such as the Finance Committee who will report their decisions to the Governing Body on a regular basis. The Governing Body should ensure that it retains responsibilities for major issues such as agreeing the school budget, confirming the appointment of key staff and awarding major contracts.  The committee’s minutes will usually be sufficient for the Governing Body, but they may feel that the reporting of the school’s financial position should be in more detail with a written report from the headteacher and Finance Committee giving clear explanations of variances from the planned budget.

1.8
The headteacher will work closely with the Finance Committee and will usually be responsible for the day to day administration and financial control within the school.  This will require further delegation to ensure that staff have the authority to carry out such functions as accounting, ordering and paying invoices.  In this respect it is paramount that consideration is given to the roles of individuals. Clearly the practicality of allocating duties between different staff will depend on the size of the school and numbers of staff available, but it should always be the objective to ensure that no one person can be responsible for all aspects of a particular transaction.  More advice is given on separation of duties in the procedures part of this manual.

1.9
In many cases much of this responsibility will be given to the School Bursar or Secretary. Whatever delegations and responsibilities are determined by the Governing Body and headteacher they must be clearly stated in the school’s Financial Management Policy as well as within individual job descriptions. 
Systems Documentation

1.10
Full and proper systems documentation helps to ensure the degree of formality and structure essential to a culture of openness and sound financial control.  It can aid continuity in cases of absence or changes in key staff and assists in reducing errors and ensuring all items are properly accounted for.

1.11
The extent of documentation can also be included in the school’s Financial Management Policy and Financial Procedures and would principally refer to key decisions being minuted, accounting records and operating procedures.

Retention of Records

1.12
Most financial records should be retained by schools for two complete years plus the current year.  For imprest accounts where VAT details are retained on site, records should be retained for six complete years plus the current year. At the moment, most schools use central services for such as creditor payments, tax and payroll; if schools were to move to undertake these functions, arrangements would need to change to take account of statutory requirements (as in the case of imprest accounts.)

Computer Held Data

1.13
The school’s financial administration systems rely on computer held data and it is vital that within their Financial Management Policy they have an appropriate Information Technology Security Policy.  This will include arrangements to avoid financial data being lost by schools, security of information and equipment and compliance with the Data Protection Act 1998.  More detailed advice for schools in developing their own policy is included in this manual.

Financial Risk and Controls Checklist (FRC)
1.14
Finally, clearly stated financial procedures are seen as the key to sound financial management in schools.  Monies allocated to schools form part of the Council’s overall expenditure and must be accounted for within legislative requirements. The Council’s Head of Financial Services must have assurance that this public money is properly and effectively used for its intended purpose and accounted for in full.  Schools should complete and return to the Internal Audit Section the summary page of the FRC. This checklist complements the FPMS and should be used to ensure the soundness of the school’s Financial Management Policy and Financial Procedures. 
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