SUGGESTED CONTENT – School Financial Procedures 

1.
Introduction

This note sets out the main principles of the various aspects of financial procedures in school. It is a theoretical document and therefore to develop it into a working document the Governors and headteacher will have to determine their own financial procedures and delegate responsibility to individual members of their school staff as they think fit.

2.
General Policy

2.1
The policy of the Governing Body is to use all funds received for the running of the School in the most effective manner by achieving “best value”.


2.2
An essential part of ensuring best value is to have sound financial procedures. The Governing Body has reviewed the WMDC Scheme for Financing Schools and associated LEA Procedures Manual and has adopted the following procedures.


2.3
To ensure that all staff are familiar with these procedures they should each be given a summarised version of the financial procedures which directly effect them e.g. how to order resources, when to get quotations, cash procedures and inventory arrangements. New members of staff joining the school will also be given their own copy as part of their induction training. The School’s Bursar or Secretary will hold a record of who has been given copies.

3.
School Budget
3.1
The management and control of the school budget has been delegated by the Governing Body to the Finance Committee. The day to day management of the budget has been delegated to the Headteacher.

3.2
Monitoring of the school finances is an ongoing process. The Finance Committee shall review all aspects of the school’s budget each year in accordance with the principles of best value as set out in the Wakefield Scheme for Financing Schools.


3.3

Based on para 3.2 above the Finance Committee will determine a proposed budget for the following financial year in sufficient time for it to be approved by the Governing Body and submitted to the LEA before the end of June. It will include a statement of assumptions on how it has been constructed and how best value will be achieved.


3.4

The budget spending plan shall be constructed in line with the School  Development Plan to ensure that the educational requirements of the pupils are met and that the environment within the school is at an acceptable standard. As the school’s budget allocation from the LEA is mainly based on pupil numbers fluctuations in these should also be monitored closely by the Headteacher.


3.5

The Headteacher will work closely with the Finance Committee in monitoring the school’s finances. An up to date written statement of the school finances shall be included in the Headteacher’s report to the Governing Body meetings (at least every term).  The format shall be in the LEA’s standard format and include current and any known commitments, details of any virements and explanations for any variances which affect the above financial policy. It shall be written and in sufficient detail for the Governors to fully understand the school’s financial position. The report will be available prior to the arranged meeting. The review and any action shall be minuted.

4.
Salaries
4.1
Salaries/wages shall be paid to teaching and non-teaching staff in accordance with agreed National Scales, taking into account local agreements and in accordance with the school’s pay policy.

4.2
All salaries shall be reviewed annually by three Governors appointed from the Personnel and Pay Implementation Committee with the Headteacher in an advisory role.  No Staff Governor shall be a member of this committee.

4.3
Payroll procedures must make clear who is responsible for authorising all payroll changes. Only the headteacher will have the authority to make changes to payroll payments which directly affect the agreed payroll budget including staff changes, increases in pay, signing weekly time-sheets and overtime/lettings payments. The exception to this will be where the Chair of Governors authorises any changes in the Headteacher's pay.

4.4
All payroll payments (weekly and monthly) are monitored to ensure that changes and additional payments have been authorised and that they are in respect of the schools staff.

4.5
A termly sickness report will be presented to the Personnel and Staffing Committee reporting on its effects on the schools operation and budget in relation to the cost of supply teacher cover.

5.
Purchasing
5.1
The Governing Body  will ensure that the principles of obtaining best value are always followed (see Appendix 2 of the Scheme for Financing Schools and DfES guidance on purchasing) particularly obtaining quotations and tenders are required by the Wakefield Scheme. It could be included in the school’s policy that the Yorkshire Purchasing Organisation are  given the opportunity to submit prices as a useful benchmark to best value.

5.2 As part of the annual report to the Governing Body on Purchasing the headteacher will review the schools purchasing policy by assessing existing contracts and methods of supply. This would include obtaining the annual value of all purchases by type and present suppliers and assessing whether or not alternative methods of supply are available and testing the market through the use of tenders and quotations. For example annual call-off contracts may be one method of obtaining better bulk prices for supplies which are significant in total annually, but too bulky to store if delivered at one time.

5.3
The Headteacher has delegated responsibility to authorise purchases of goods and services approved in the approved delegated budget and up to £2500 where virement between heads of agreed expenditure are required and up to £5000 in consultation with the Chair of Governors. However, in emergencies for amounts above £5,000 and particularly those not included in the original budget or development plans, the Chair of Governors should be consulted and the expenditure reported retrospectively to the next meeting of the Governing Body.

5.4
Verbal quotations will be obtained for orders of less than £2500 and a record kept of the companies contacted and quotations.

5.5
All purchases over £2,500 - £15,000 per item will be subject to quotations.  The lowest quotation shall be accepted unless there are exceptional circumstances approved by the Finance Committee and subsequently reported to the next full Governors’ meeting.

5.6
For purchases over £15,000 tender procedures shall be carried out in accordance with LEA regulations.  The lowest tender shall be accepted unless there are exceptional circumstances approved by the Finance Committee subsequently reported to the next full Governors’ meeting.

5.7
Orders involving leases must  be referred in advance to the LEA Finance Group to ensure best value.  

5.8
Only official orders shall be used for purchases and these should fully describe the items required and agreed price. Where urgency necessitates a verbal or faxed order this shall be followed by an official signed confirmatory order on the next day.  Copy orders shall be securely retained in the School Finance Office in sequence.

5.9
All orders will be checked and signed by the Bursar or School Secretary to ensure that sufficient funds are available within the appropriate budget before being authorised by the headteacher or delegated member of staff.

5.10
Before orders are placed for construction or related trades the Bursar will ensure that the contractor holds a valid certificate issued by the Inland Revenue confirming the contractor is properly registered under the Construction Industry Tax Deduction scheme. If a certificate is not held an alternative, registered contractor must do the work.

5.11
Goods and services shall be checked against orders for accuracy by someone other than the Bursar. Wherever possible the suppliers goods received note should be retained with the school’s copy order.

5.12
Payment shall not be made until a proper invoice has been received, checked for accuracy and delivery and certified as such by the Bursar or School Secretary.

5.13
Only the Headteacher or Deputy will certify the creditor batch header slip to finally authorise payment of invoices. 

5.14
Items above £500 or of an attractive nature should be considered at this time for inclusion on the schools inventory.

6.
Stocks and Stores
6.1
All stocks and items in store shall be properly recorded and securely held by the school Bursar/School Secretary.  Access shall be controlled and issues recorded.

6.2
An annual stock check is undertaken to ensure the stock book value agrees to the physical stocks in hand. This check is carried out independent from the person with day to day responsibility for controlling stocks.

6.3
There is an annual review of usage for both purchasing requirements and to ensure there has been no waste or extravagance.

7.
Inventory of School Assets
7.1
The Bursar /School Secretary shall be responsible for maintaining the school Central Inventory (for items above £500 or of an attractive nature) which will also show the method of funding. The inventory will normally be updated at the time of purchase and also added to a location inventory.

7.2
Individual members of staff will be made responsible for the safekeeping of the items within their location inventory.

7.3
All changes to the location inventory will be agreed and recorded by the Bursar/School Secretary and the location inventory holder, including temporary moves such as use at home(to comply with insurance arrangements).

7.4
The Bursar /School Secretary will decide whether or not the item should be security marked.

7.5
Any income from the sale of any item shall be credited to the schools delegated budget account unless the item was originally funded from the schools voluntary fund or similar account.

7.6
The Bursar and location inventory holder will undertake an annual audit of the contents of the inventory. Any significant discrepancies will be reported to the LEA and Governing Body and in circumstances decided by Internal Audit and the LEA the police will be informed.

8.
Income

8.1
The Finance Committee will draft an incomes policy for inclusion in the budget. This policy together with annual targets to maximise income to the school will be based on fees and charges for all potential sources of income and approved by the Governing Body.

8.2
This policy will also take into account the fees, charges, sponsorship and other sources of income raised for the school voluntary fund. The policy will make a clear distinction between delegated budget income and school fund income and will be reviewed each year by the Finance Committee.

8.3
The Finance Committee will receive reports on the level of income generated against the income policy at least every term.

8.4
The Finance Committee will oversee all matters relating to the letting of school premises and will follow the guidance set out at para 5 of the Wakefield Scheme for Financing Schools.

8.5
The process of maintaining the diary of any bookings should always be separated from the raising and collection of accounts. Review of any outstanding debts is also better undertaken by someone independent of the collection process.

8.6
Where circumstances dictate that income should be collected at the time the service or letting is made then a receipt must always be given. Someone independent of the person collecting the money should ensure that the total amount of monies receipted is banked.

8.7
The Finance Committee will also determine an income collection policy as to how charges are to be collected and their approach to allowing credit and late payment. Write-offs may only be considered by the Governing Body. Individual debts up to £500 may be written off by the Governing Body on notification to the LEA, but amounts above this need the formal written approval of the CEO. Similarly, in total no more than £1000 can be written off in any one financial year without notifying the LEA.

8.8
In setting the rates, the Finance Committee shall have regard to the Governing Body’s requirement to maximise Lettings’ income subject to both market conditions and voluntary use.

8.9
Regard must be had for the VAT implications relating to income set out in Appendix 3 of the Wakefield Scheme for Financing Schools.

9.
Imprest Account
9.1
Where practical a bank account giving favourable rates of interest shall be used to operate the Imprest Account which shall be used for petty cash purposes within the delegated budget. Statements for this account shall be obtained monthly.

9.2
All requests to the LEA for reimbursement must be signed by someone independent of the normal account holder to ensure it is used only for small value payments or emergencies. And that the account reconciles to the imprest at the time of the request for reimbursement i.e. bank and any petty cash balances plus receipts for payments agrees to the imprest amount.

9.3
The Imprest Account chequebook and any petty cash float shall at all times be kept securely controlled by the Headteacher or Deputy Headteacher or the Bursar.

9.4
The amount of the imprest agreed with the LEA will be set around the normal level of monthly expenditure. The bank mandate will state that all Imprest Account cheques shall be signed by two of four signatories who are authorised by the Governing Body to write cheques up to a level agreed by the Governing Body. Cheques above this amount shall be referred to the Governors’ Finance Committee for approval.  The four signatories shall be the Headteacher, a Deputy Headteacher, the Bursar/School Secretary and one other member of staff nominated by the Headteacher.

9.5
One of the two signatories on each cheque shall be that of the Headteacher, or a Deputy Headteacher or the Bursar.  Only in very exceptional circumstances shall a signatory on a cheque be that of the nominated member of staff e.g. in the protracted absence of both the Headteacher and Deputy Headteacher.

10.
School Standards Grant and Standards Fund Grant
The School Standards Grant and Standards  Fund Grant have effectively been incorporated into the schools delegated budget and the same principles and procedures apply. 

11.
School Fund
11.1
The Governing Body is effectively the trustees of the school fund and shall make their intentions clear as to its general use. The Governing Body shall be responsible for the appointment of the Treasurer and two independent honorary auditors.

11.2
For funds handling more than £1000 income per annum the Governing Body are required to register with the Charities Commission.

11.3
The standards of accounting and stewardship in respect of running the fund shall mirror those for the schools delegated budget. The advice available from the Charity Commission will be appropriate for most school funds.

11.4
A bank account giving favourable rates of interest shall be used to operate the school fund which will be used for the control of monies arising from voluntary activities e.g. school trips, tuck shop accounts, book clubs, Christmas parties etc. Statements from the account shall be received monthly.

11.5
The cheque book for school funds shall be controlled by the Treasurer appointed by the Governing Body.

11.6
All school fund cheques shall be signed by two of the authorised signatories who are authorised by the Governing Body to write cheques up to an agreed value.  Any expenditure in excess of this shall be referred to Chair of Governors for approval. The four signatories shall be the Treasurer, Headteacher, the Bursar and one other member of staff nominated by the Governing Body.

11.7
In line with Charity Commission advice accounting records should be kept on a receipts and payments basis properly supported by appropriate receipts and paid invoices to facilitate the production of annual accounts and their audit. It should be possible to identify the main sources of both income and expenditure and this is best provided for in the use of a columnar cash book.

11.8
There must be a monthly reconciliation between the fund record (cash book) and the monies held in the fund bank account. This reconciliation should be checked by an independent person and recorded in the fund records. 

11.9 The annual accounts and Treasurer’s report shall be presented to the Governing Body annually. The format shall at least show all the main sources of income, expenditure and the amount of money held in the fund bank at that time.

11.10The school fund shall be audited annually and a copy of the audit certificate be sent to the LEA.

11.11The audited accounts of the school fund shall be included in the annual report to parents together with plans for its future uses.

12.
Accounting and Banking
12.1
Staff handing over monies to the School Bursar should record the amount handed over and subsequently receive a formal copy receipt or other acknowledgement the original of which forms the basis of the schools income record.

12.2
The basis of the income record used must ensure full accountability. For example if receipts are used they should be consecutively pre-numbered and used in sequence. Where an income book is used the person handing over the monies should sign by the specific entry to agree the amount handed over.

12.3
Monies and cheques received from any sources shall be reconciled to the accounting records (e.g. ET/12 Misc.Income ) and banked (or collected by Securicor) in the appropriate accounts, at least weekly. The Headteacher or Deputy will ensure the reconciliation has been undertaken and the monies banked in full. No expenditure should be incurred from monies collected as income.

12.4
The maximum limit of cash and/or cheques to be held on school premises shall be in accordance with the schools fidelity guarantee insurance requirements.

12.5
The nature of cash makes it very attractive and vulnerable to loss, it is therefore vital that secure arrangements are in place for its safekeeping and that the person responsible for its safekeeping is apparent at all times.

12.6
Where monies are collected from telephones or vending machines it is important that two people are present when the monies are collected and counted and that neither individually has the keys giving access at any other time. Any reconciliation of monies received for telephone bills or sales shall be independent of those involved in the collection of the monies.

13.
Insurance
13.1
In allocating the school budget expenditure sufficient funds shall be allocated to allow for insurance premiums to cover the Insurance requirements as advised by the Council’s Insurance Officer and set out in the full guide to schools insurance dated March 2000.

13.2
Where a school wishes to make its own arrangements it must allow the LEA the opportunity to ensure it at least provides the level of cover under the LEA scheme.

13.3
Similarly the budget should  include sufficient to cover premiums or allowances to provide the necessary cover for a realistic level of staff absences. 

14.
Data Protection
14.1
The Headteacher shall appoint a member of the school’s staff to be responsible for ensuring that the regulations relating to the Data Protection Act are made known to all members of the school staff. The responsible person should also be aware of all aspects of data management including security, virus protection and suitability of all applications including that all appropriate licences are held. 

14.2
The school computer system holds the financial records of the school along with other records.  These records form an essential part in the proper financial management and control of the school.  To ensure the security of these records, they should be password protected and the file contents of the computer system shall be archived daily.

14.3
The archived copy is best held off site in event of fire.

14.4
Access to the computer system and records shall only be allowed to those members of staff authorised by the Headteacher. A record of those authorised and the extent of their access (i.e.from full access and ability to amend records down to read only) shall be held at the school. Each authorised user shall have his/her own security password which will be changed automatically on a quarterly cycle or sooner depending upon the importance of their level of their personal access level.

14.5
In accordance with the Data Protection Act 1998 the school must be registered as a Data User with the Data Protection Registrar.  Copies of the registrations will be held by the Headteacher and any alterations of use of the computer system: purpose, information held, disclosures, etc. must be notified on the appropriate forms to the Data Protection Registrar at the time they arise.

15.
School Meals Income – Primary Schools
15.1
The headteacher shall ensure that there is adequate separation of duties within the system of collecting and banking of monies brought in by children to pay for their school meal.

15.2
For practical reasons all aspects of collecting school meals monies completing the registers and banking the money are undertaken by the same person. To confirm the accuracy of these procedures and provide adequate separation of duties the headteacher should make another person responsible for completing the ET12, following up arrears with parents and ensuring free school meal authorisations are current for those children shown in the register as having free meals.

16.
School Meals Income Secondary Schools – those using Kingswood Catering 

16.1
The headteacher shall designate one member of staff to ensure monies handed over by the contractor agrees with the till rolls and to bank that income.

16.2
A second person shall complete the ET12 and monitor the viability of the contract with the supplier which in the case of Kingswood Catering is based on the number of meal equivalents  supplied and charged for. Effectively the charges received from the contractor should not be more than the income received from the sale of meals plus the element of the schools budget relating specifically to school meals.

16.3
Schools who have arranged their own contract with an external supplier will need to monitor the contract depending on the terms of the contract which could include that all income is that of the contractors.

16.4
The viability of the school meals contract should be reported to the Governing Body each term. Where it seems likely that the contract will be a charge on the schools delegated budget the comments of the catering supplier should be obtained to see what action can be taken.

17.
Service Contracts

Contracts for other services, whether provided by either in-house or private contractors, must be monitored to ensure the actual level of service meets the requirements set out in the contract specification.
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