SECTION 12 - SCHOOL VOLUNTARY AND PRIVATE FUNDS
Introduction

12.1
Voluntary and private funds can provide schools with a substantial additional source of income.  Although such funds are not public (LEA) money the principles outlined in other areas of this manual including separation of duties are equally applicable.  Parents, teachers and other sponsors of the school are entitled to be kept informed of the use of their contributions and therefore the same standards of accountability and stewardship must be seen to apply.  This section of the manual offers advice in the management of these funds.

12.2
The Wakefield Scheme (Section 2.8) requires schools to provide the Finance Group with a list of all voluntary and private funds held by the school including any trading organisations controlled by the school.  At the end of each fund’s financial year schools must send in to the Finance Group an audit certificate. Failure to send in the certificates could be taken as a breach of the scheme and the LEA may take action on this basis.

12.3
These requirements do not give the LEA the right to audit these funds. However, Governing Bodies may wish the LEA's Internal Audit section to continue with the practice of including them in their audit work at the school to give assurance the fund is being operated satisfactorily.

School Procedures

12.4
The Governing Body should ensure that there are safe and efficient arrangements for the custody and control of voluntary funds under their control. Advice on these arrangements is available from the Charity Commissioners and also the Audit Commission/Ofsted booklet “Keeping Your Balance”.  The main aspects would normally include:

· a formal agreement or mission statement as to the uses of the fund;

· appointment of a treasurer independent of the person responsible for accounting for the schools delegated budget;

· appointment of an auditor(s) independent of the operation of the funds to carry out an annual audit of all funds;
· arrangement of adequate fidelity guarantee insurance to cover all funds;

· delegation of authority to the treasurer;

· designated officers to act as cheque signatories for each separate fund (at least two, preferably three signatories for each fund);

· clear separation of duties between person collecting, recording and banking of school fund monies

· maintaining proper income records preferably based on numbered receipts

· expenditure records supported by paid invoices which are clearly separate from delegated budget records and cross referenced to the cheque payment

· regular written reports to the Governing Body or Finance Committee on the position of the fund;

· the treasurer to produce  annual accounts and balance sheet (or Income and Expenditure accounts) for independent audit;

· reporting the audited accounts and balance sheet to parents and other interest parties in the Governing Bodies annual school report;

· sending audit certificates annually to the Finance Group;

· ensuring that when a custodian of the fund leaves during the year a proper handover of monies, bank accounts and accounting records takes place;

· informing Internal Audit and the Finance Group of any serious irregularities which may occur in the operation of such funds.

12.5
The following advice should also be taken into account in operating the funds:

· A competent officer should be appointed to act as treasurer for the day to day control of the fund.  This officer should be a cheque signatory and prepare and sign the annual accounts of the fund.

· Bank accounts should be used wherever possible and monies banked regularly and not retained on school premises.  The bank account should be in the name of the school and not an individual member of staff.

· Cheque payments should require at least two signatories, one of which should be the appointed treasurer.

· Payments by cash should be kept to a minimum, but if necessary they should be supported by receipts. Payments for work done must always be through the payroll for LEA staff. For none LEA staff the employment laws must be followed particularly in respect of income tax. 

· At least two persons should be appointed as auditors of the fund.  The auditors should have no involvement in the daily control of the fund but if possible should be someone aware of the fund's general purpose e.g member of teaching staff.

12.6 Schools funds have charitable status.  It is therefore important that they follow the guidance of the Charity Commission in the operation of their fund. For larger funds this may include formal registration.

ADVICE FOR AUDITORS OF VOLUNTARY FUNDS

12.7 As mentioned above it is advisable that auditors have some knowledge of the purpose and use of the fund. This knowledge can be used in ensuring that all income has been credited to the fund and that expenditure is appropriate to the objectives of the fund.

12.8 The main aspects to bear in mind when auditing the fund are as follows :

· the balances in hand from last years accounts must be correctly carried forward into the new year e.g. amounts of cash in hand and bank balances

· all entries in the cash book are supported by suppliers invoices (expenditure) and receipts (cash/cheque income) 

· all cheques for the year being audited are recorded in the cash book and have been presented/cleared at the bank or taken into account in the final bank statement reconciliation for the year

· all income according to the fund’s receipt books have been recorded in the cash book and paid into bank before the accounting year end.

· cash book totals are accurate and agree to the entries in the year end accounts being audited

· the difference between the income and expenditure in the year is correctly reflected in the new balance in the accumulated fund 

· the bank statement cash balance plus any cash in hand reconciles to the new balance in the accumulated fund

· a receipts and payments account has been produced which shows the main sources of income received and monies spent in the year (i.e. totals from cash book above) with a net surplus or deficiency 

· a year end balance sheet showing the balance on the accumulated fund brought forward from the previous year plus or minus any surplus or deficiency in the current year from the receipts and payment account to give a new accumulated fund balance which agrees to the total of cash at bank and any cash in hand.

· both auditors sign and agree the audit certificate for the year of account.
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