
SECTION 6 - PAYMENT OF INVOICES

Introduction

6.1
Before invoices are paid a designated member of the school’s staff independent of the ordering process goods must ensure that it relates to an order raised by an authorised person. There should also be tangible evidence that goods or services have been received in full and at the agreed order price.

6.2
Invoices for payment should therefore be matched to the appropriate copy order and delivery note and checked for accuracy of quantity, price and calculations. These checks should be recorded on the coding slip and attached to the invoice; signed in the appropriate boxes. The copy order must also be marked with the date the invoice was passed for payment to avoid any duplicate payment. Paid copy orders could then be filed separately by supplier to facilitate the annual review of contractors and suppliers.

6.3 
Supplier statements should be reconciled on a regular basis but payments must 
never be made on the basis of a statement.

6.4
The Governing Body should agree who can sign orders committing the school to expenditure and who can authorise payment of invoices. This segregation of duties between incurring expenditure and authorising payment is essential and must be strictly adhered to. No one should be able to sign orders and certify invoices for payment and it is prudent to ensure that there are sufficient authorised signatories to maintain this segregation in the event of absence.

6.5
The segregation of duties relating to the ordering and receipt of goods and between the receipt of goods and authorisation of payments is also highly desirable. However, in smaller schools, this is unlikely to be practical and therefore it will be necessary to compensate for this lack of control by ensuring that the Headteacher or Deputy sign the batch header of invoices for payment and see evidence of goods or services ordered and received at the time of signing.

6.6
An essential part of any purchasing system is a facility that enables commitments and creditors to be identified.  Commitments are where orders have been placed for which goods or services have not been received.  Creditors are where goods and services have been received but payment has not been made.  This facility need not be especially sophisticated (it need not, for example, involve the school acquiring an additional, commitment accounting computer module) but it is necessary to aid budgetary control. This facility is available on the Financial Information System (FIS) and schools could use it as part of their budgetary control procedure.

6.7
Policies and procedures for making partial payments, taking of cash discounts and the settlement of disputed items should be established to ensure the school obtains all savings due and all outstanding items are resolved in an appropriate manner.

Submission of invoices to Creditor Payments Section

6.8
Wherever possible, only original invoices should be submitted for payment.  Delivery notes, copy orders, statements of account etc should be retained at school.

6.9 The schools must undertake detailed checks to ensure that payment has not previously been made such as checking to copy orders, copy batch headers and statements of account.

6.10
On occasions where original invoices have gone astray, copies must be stamped as such and authorised by an appropriate senior member of staff.

6.11
All invoices submitted must show details of the payee, address and net amount payable.

6.12
Where invoices include VAT, this should be shown as a separate total and a VAT registration number should be shown on the invoice. Care should be taken with Education Action Zone invoices where the Authority is NOT allowed to reclaim VAT from Customs and Excise.  In these cases the total account, including VAT, must be coded to the revenue or capital code in use.

6.13
Each individual invoice must have an expenditure coding grid attached to it, completed with the relevant information and authorised by an appropriate designated officer.

6.14
Cheque requisition forms (duly completed) can be used for making payments where no invoices are available e.g. payment to go with order.

6.15 Any documents to go with the payment should be securely attached to the invoice or cheque requisition form and clearly marked "Enclosure to go with payment".

6.16
Invoices must be submitted to the Creditor Payments section as soon as possible to allow the Council to meet the Governments Speed of Payment target of 30 days.

Batch Controls

6.17
Each set of invoices/cheque requisitions should be securely attached to a batch control sheet which should show:

· the number of invoices attached;

· the number of different creditors;

· the total amount to be paid;

· the name of the school;

· the date submitted;

· the batch control sheet number.

6.18
Batches should be prepared containing up to a maximum of 25 invoices on any one batch.

6.19
Details of batch numbers, invoice payments and dates submitted should be recorded at school in case of enquiries arising.

6.20
If batches are completed incorrectly, they may be returned to schools for amendment prior to payment.  Examples would be:

· absence of authorised signatures;

· duplication of batch numbers or payment details;

· incomplete expenditure codes;

· arithmetical inaccuracy;

· non original invoices passed for payment without endorsements.

Water and Energy Invoices

6.21
These are an exception to the normal procedure in that they must be examined by the Authority's Energy Conservation section prior to passing for payment.  Water and energy invoices should therefore be batched separately from other invoices.

6.22
Due to specific arrangements made with the Yorkshire Electricity regarding payment, electricity invoices need to be batched separately from other energy and water invoices.

6.23
For ease of identification from other batches, water and energy invoices should be attached to specially marked "Energy" batch control sheets.

6.24
Water and energy batches should not be sent direct to the Creditors Payments section but via the authority's Energy Conservation section.

CONSTRUCTION  INDUSTRY SCHEME (CIS) INVOICES

6.25
The Authority is required to operate the above scheme for non bank account schools on behalf of the Inland Revenue. However, for schools with their own bank accounts i.e. not sending their invoices to the Creditor Payments section, they must make their own arrangements with the Inland Revenue.

The Scheme

6.26
Any construction, alteration, repair (including glazing), extension, demolition or dismantling of buildings or structures (permanent or not) fall within the scheme.  Repair covers most types of work including painting and decorating.

6.27
Schools are deemed to be Contractors under the scheme.  Anyone carrying out work for them as above is therefore classed as a sub-contractor and the scheme must be applied to them.

Procedure To Follow

IMPORTANT: Unless the sub-contractor has a current and valid card or certificate authorised by the Inland Revenue the Authority cannot pay the sub-contractor and on that basis they must not be employed.
6.28
Before employing anyone to carry out the type of work described above check if they hold a current and valid card or certificate.  There are three types:

· C1S4

· C1S6 – card

· C1S5 "Certificate" or "certifying document"

6.29
Checks can be made with the Creditor Payments section telephone 306512 to establish:

· Whether the work falls within the scheme.

· Whether the sub-contractor's details are already held on file.

· If the work falls within the scheme but details are not held on file the sub-contractor must produce the appropriate original certificate from the Inland Revenue.

6.30
In the case of the C1S4 and C1S6 card holders a copy of the original card should be made after ensuring that it is current and valid.  Sign this copy to certify that the original has been seen and attach it to the invoice for payment.

6.31
For C1S5 holders, if they use the "certificate method" see the original copy and follow the above procedure.  However, if they use the "certifying document method" ensure that it is on original headed paper, check that it has not expired and attach it to the invoice when passing for payment.

6.32
Payments to contractor under the Construction Industry Scheme must be dealt with separate from other invoices by using the green coding slips and batch controls.  (These are available from Supplies Office telephone 306477).

Invoices relating to insurance claims

6.33
The Authority has negotiated an insurance scheme relating to "school contents" which many schools will be part of.  The following relates to invoices that form part of a claim under this scheme.

· If the invoice total is less than or equal to the "excess" amount payable under the policy, the invoice should be processed with other school invoices following the normal procedures.  In addition, a copy of the invoice should be obtained, attached to an insurance covering letter (copies available from the Insurance Officer) and sent to the Council's Insurance Officer in Resources Department.  This is to enable the appropriate amount to be recorded against the school's "stop loss" figure under the policy.

· If the invoice total is greater than the "excess" amount payable under the policy, the school should:

· only code the “excess” amount payable to the relevant school budget expenditure code on the red coding grid;

· send the invoice itself to the Council’s Insurance Officer in Resources Department.  The Insurance Officer will then record the "excess" amount against the school's "stop loss " figure and code the remaining balance on the invoice against a central insurance code.  The invoice will be processed as part of an insurance section batch.

Invoices relating to school funds

6.34
It has become established for schools to purchase certain items through their delegated school budget where the ultimate intention is to finance the purchase from school fund monies.  This practice has evolved in order to avoid VAT costs being charged to school funds.  The school fund would pay a contribution into the school budget which would be equal to the total on the invoice less any VAT element.

6.35
Where schools are involved with the above practice the following must be strictly adhered to:

· Where an item is within the scope of the delegated budget, the invoice can be charged against the school budget e.g. computer equipment.  Where a contribution is received from the school fund to purchase an item that is properly chargeable to the school budget then the income should be paid into the school budget as a “Voluntary Contribution” and coded appropriately e.g. Contribution from school fund or PTA. This payment should be before the invoice is charged against the delegated budget. The item must then be recorded on the school inventory and ownership is transferred to the school. Any VAT in these cases would be charged against a central holding account and eventually recovered by the Authority. 

· Where an item is outside the scope of the delegated budget, the invoice must be charged against other funds and not the school budget.  In these cases any VAT is chargeable against these other funds.

· Where any items are purchased with the subsequent intention of re-sale of those items, normally all such transactions should be carried out through the school funds, however, there are some exceptions, and only where all the conditions listed below apply;

· the item is for resale to a pupil;

· the item is used in the provision of education and required for regular classroom use (at least on a weekly basis);

· the item is resold at or below original cost price;

· the resulting income is paid in as a contribution to the school budget;

· the item is not sports equipment or clothing of any kind.

6.36

Examples of qualifying items would be pens, pencils, mathematical equipment, musical instruments.  Purchase of items through the school budget for resale to staff or parents is strictly prohibited.
6.37

The Council is not empowered to act as a trading organisation and cannot be used as a means of avoiding VAT payments where the above conditions do not apply.
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