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1. Introduction[image: Wave Gesture outline]
The Scheme for Financing Schools sets out the financial relationship between the Local Authority and its maintained schools and is a requirement under Section 48 of Schools Standards and Framework Act 1998.
This document, the School Finance Manual should be read in conjunction with Waltham Forest’s Scheme for Financing Schools, with the aim being to provide an easy-to-understand framework and examples that schools can refer to on a day-to-day basis.
2. Roles and Responsibilities
Financial Management and Controls
The school’s governing board has overall responsibility for the financial management and control of the school’s budget, in compliance with Waltham Forest Council’s Financial Regulations. However, for the governing board and school to function effectively, it is vital that decisions are taken by the appropriate people or bodies, and they are given the appropriate authority.

Delegation of Authority
In practice, for the governing board and school to operate effectively, governors will delegate authority to the appropriate level: a committee, an individual governor, or the Headteacher, as appropriate. 
The level of any delegated authority must be set out in the school’s Scheme of Delegation. Where delegation is given to a committee, the governing board must ensure they have included this in the ‘terms of reference’ for that committee. 
The Scheme of Delegation should cover: 
· What authority has been delegated
· To whom it is delegated (named committee, governor, Headteacher or other responsible officer) 
· What the limits of authority are (values, timescales or specific areas) 
· What reporting arrangements are required

Organisational Structure of a School	
The diagram below shows a typical organisational structure of a school: 

Governing Board
Provides strategic overview and direction for the school

Headteacher
Provides overall tactical and operational financial management. Provides professional advice and offers strategic direction to the governing board.
Resources / Finance Committee
The governing body may delegate the majority of financial responsibilities, including approval of the school’s budget, financial strategy and deficit recovery plan.










Internal Audit
Carries out audits on behalf of Waltham Forest
SBM/Bursar/Finance Manager
Works with the Headteacher on the school’s day-to-day financial management and advice





Roles and Responsibilities
Delegation of authority may vary from school to school; this is a recommended guide:
The governing board will: 
· Give strategic direction to the annual budget; 
· Approve the annual budget; 
· Approve the school staffing structure; 
· Approve budget virements (transfers) of over £40,000 in secondary schools and £20,000 in other schools; 
· Approve the school’s charging policy for lettings and other income; 
· Authorise the disposal of assets (where the value of the assets is greater than £5,000 in a secondary school or £2,500 in other schools; 
· Ensure that there is a regularly updated Register of Business Interests; 
· Authorise contracts over £40,000 (secondary) or £20,000 (primary); 
· Ensure that the school’s Asset Register is kept up-to-date and is reviewed at least once a year (or every 6 months if the school decides to review more frequently); 
· Ensure that there are adequate internal financial controls in operation at the school; 
· Have a good understanding of how the finances work in a school.

The Resources/Finance Committee will:
· Consider the annual budget and make budget recommendations to the governing board; 
· Consider the school (staffing structure) and make recommendations to the governing board. 
· Approve significant budget transfers of between £10,000 - £40,000 (secondary) and £5,000 - £20,000 (other); 
· Monitor and control the budget; receive audit reports and ensure action plans are implemented; 
· Consider the charging policy for lettings and other income; 
· Authorise the disposal of assets with value between £500 - £5,000 (secondary) and £250 - £2,500 (other); 
· Ensure that there are adequate internal financial controls; 
· Authorise contracts between £10,000 - £40,000 (secondary schools) and £5,000 - £20,000 (other);
· Review of schools’ finance procedures and policies on annual basis.

The Headteacher will: 
· Prepare the annual budget and reports to the governing board and resources committee for consideration and approval, including termly financial monitoring reports to the committee;
· Prepare the proposed school staffing structure; 
· Approve budget transfers of no more than £10,000 (secondary) and £5,000 (other); 
· Ensure spending remains within approved budget limits and budgeted income is received; 
· Receive audit reports and develop action plan to implement recommendations; 
· Develop/review charging policy for lettings and other income; 
· Authorise contracts up to £10,000 (secondary) and £5,000 (primary); 
· Ensure that there are adequate internal financial controls in operation and that they are documented; 
· Authorise the disposal of assets up to a value of £5,000 (secondary) and £2,500 (other). The governing board may choose to set these limits at a lower level.
The School Business Manager (SBM) /Bursar/ Finance manager will, under the direction of the Headteacher: 
· Update /maintain the school’s financial system
· Monitor spending against budget and report variances;
· Prepare budget virement (transfer) requests for resources committee or full governing board consideration; 
· Produce financial reports as requested for the Headteacher and Local authority 
· Ensure adequate cash flow 
· Ensure Construction Industry Scheme (CIS), Value Added Taxation (VAT) and payroll legislation is adhered to. 
· Ensure robust financial process is followed and contain relevant documents for audit purposes.

Schools Controls
The governing board must ensure that there are adequate internal controls in place, to ensure that the risks of fraudulent activity are prevented and minimised: 
· Staff expertise
· Segregation of duties 
· Documentation 
· Register of business interests
· Financial Accounting records
· Cheques / Approvals of payments must always be signed / documented by two authorised signatories. 
Schools must have in place documented financial procedures; the Schools Financial Value Standard (SFVS) is a tool designed to assist schools in managing their finances and gives assurance that they have secure financial management in place. 
Governing boards have formal responsibility for the financial management of their schools. The governing board must demonstrate compliance with the SFVS and complete the assessment forms, which should be signed by the Chair of Governors and submitted before 31 March each year. 
The SFVS assessment form must include a summary of remedial actions with a clear timetable ensuring that each action has specified deadline and agreed owner.
DfE’s Schools Financial Value Standard (SFVS) documentation 
Schools financial value standard - GOV.UK

Meeting Minutes
Minutes should be taken of all meetings of the governing board and its committees and should include all decisions and by whom action is to be taken. The minutes should be signed and dated as a true record of the meeting by the chair of the respective committee. 
Register of Business Interests
Within the Scheme for Financing Schools (S.2.14) it requires all schools to maintain a register of interests and ensure that it is updated regularly. 
The principle is that no one, neither governors/trustees, headteachers/principals, associate members, their close relatives or connections (e.g. spouses, partners, friends, businesses or employers) should benefit financially or personally from their involvement in decisions taken by a governing board or one of its committees. 
The following points set out the key areas to be covered when setting up the declaration process and additionally guidance on what constitutes an interest.
[image: ]

If there is any doubt about whether the matter should be recorded on the register, it is best to record it, to ensure the highest level of transparency.
Publishing the Business Interest Register
All declaration registers must be published on the school’s website. The register must also be made available at the school to anyone who wishes to inspect it. 
An annual reminder that all governors are required to register their ‘Business Interests’ should be included as a regular agenda item for full governing board meetings, and a new entry must be completed at the beginning of each financial or academic year. 
New governors or members of staff who influence financial decisions should be asked to complete the register when joining. Governing boards are also advised to make it clear in their code of conduct and any governor recruitment materials that this information will be published. 
Any governor failing to provide information to enable the governing board to fulfil its responsibilities may be in breach of the code of conduct and as a result be bringing the governing board into disrepute. In such cases the governing board should consider suspending the governor.
Declaration of Interests
If a governor has an interest in any matter being considered by the governing board, then they should declare that interest at the relevant time, withdraw from any meeting at which the matter is being discussed and not vote on the matter. This applies whether the governor stands to lose or gain from the decision and/or if the interest is direct or indirect.

Gifts and Hospitality
Any offer of any gift/hospitality, expect those of small value (up to £20) should be reported immediately in writing to the Headteacher or to the Chair of Governors as appropriate. 
If an individual is in doubt over the propriety of accepting a gift or an item of hospitality, advice should be sought from Waltham Forest’s Council Internal Audit or Education Finance Team. 
Some suppliers/contractors offer gifts and items for promoting their business, but best practice is to turn down all offers by thanking the supplier/contractor but indicating that procedures do not allow you to accept such offers.
If gifts and hospitalities are received, they should be declared if they are financial in nature and exceed a minimum threshold to be determined by the school or the giver is seeking a commercial decision from the school. 
All schools should maintain a register in which these offers of gifts and hospitalities or other favours are recorded. The information should include: date gift/hospitality was offered/received, organisation / person who made the offer, description of the offer and/or of value, person to whom offer made, whether offer was accepted or rejected and justification for acceptance. 
The register should always be made available for inspection by both internal and external auditors. 
Federated Governing Bodies
There are two types of federation
A Soft Federation- where individual schools form a collaboration. The schools maintain their own governing boards but work closely with one another in areas such as procurement.
A Hard Federation is where federated schools report to a single governing board.
A Under sections 24, 25 and 26 of the Education Act 2002, the governing boards of maintained schools are encouraged to collaborate in different ways, ranging from joint committees and joint governing board meetings to federations under a single governing board. 
The regulations on federation enable closer collaboration between schools and are to increase freedoms and flexibilities and encourage joint working between providers of education. 
In the case of both federation and collaboration, it is for the existing governing boards to decide whether they wish to take up these options and to carry out the necessary procedures. 
The federation regulations provide that schools wishing to collaborate more formally in a “hard” federation must first consult interested parties in the area including parents, staff and the Council. The consultation document must specify: 
· the name of the proposed federation and federation governing board
· the schools involved
· the proposed date of federation
· the proposed constitution of the new governing board
· the proposed staffing arrangements
· the identity of the admission authority or authorities for the schools
· the deadline for responses
· details of likely benefits/costs arising from federation
The benefits of working within a federated structure are:
· Cost savings and efficiencies to back-office systems; 
· Improving opportunities for children, including a wider and richer curriculum;
· Improving opportunities for staff by sharing good practices and expertise;
· Better leadership development and talent management; 
· Support for weaker or struggling schools through shared leadership and proper working arrangements; 
· Strengthened governance, especially in the case of weaker schools where shared governance arrangements with stronger schools can lead to significant improvements.
Detailed guidance on Federation can be found at:
Federations: guidance on the governance processes - GOV.UK
Governors Allowance
The law allows boards in maintained schools with a delegated budget to choose whether to pay allowances or expenses to boards and Associate Members of the board to cover any costs, such as travel or childcare, which they have incurred because of serving on a board. 
Where they choose to do so, it must be in accordance with a policy or scheme. Payments can only be paid for expenditure necessarily incurred to enable the person to perform any governance duty. This does not include payments to cover loss of earnings for attending meetings. 
Travel expenses must not exceed the HM Revenue and Customs (HMRC) approved mileage rates, which are changed annually and are on the HMRC website. Other expenses should be paid on provision of a receipt (at a rate set out in the scheme) and be limited to the amount shown on the receipt.
Warning Notices
The Council may issue a warning notice to the governing board of any school it maintains where the school fails to comply with any provision of the Scheme for Financing Schools. 
Some examples of where a notice of concern may be issued are given below: 
· Evidence of poor financial management and oversight, such as through consistent overspending the school's budget beyond agreed thresholds 
· Not addressing a deficit and following the requirements of a licensed deficit
· Not keeping the Local Authority informed on progress in achieving the deficit recovery plan
· Absence of suitably qualified staff to address identified weaknesses in financial management of school budget 
· Inadequate financial oversight of expenditure by the Resources/Finance Committee
· Schools failing to complete the SFVS as required.
· Schools with limited or nil assurance audit opinions who have failed to take appropriate and timely action
· Schools not completing their financial returns on a timely and accurate basis
Failure to comply with a notice of concern could in some circumstances result in the Council withdrawing delegation from the school or using its statutory intervention powers in other ways, as appropriate, until such time that the concerns are addressed.
Further information can be found here: Support and intervention in schools - GOV.UK
3. BUDGETTING AND FORECASTING[image: Thought outline]
Budgeting is an important tool to ensure high standards in managing public money. It helps plan, control and monitor a school’s income and expenditure over the year and medium-term to prevent overspending and allows resources to be used where they are needed most.
Funding
Each year the Local Authority receives the Dedicated Schools Grant (DSG), a ring-fenced grant for schools’ expenditure. The DSG is the core funding given to Local Authority’s and is then distributed to maintained schools and early years providers in the local area.
DSG funding is split into four separate blocks:
Schools Block- core funding for pupils in reception to year 11 in maintained schools and academies
High Needs Block- supports the provision for vulnerable children and young people, mainly those with special educational needs and disabilities 0-25 years of age
Early Years Block- funds free early education entitlements for under 2’s, 2 -3 ad 4-year-old children
Central Schools Services Block- funding for historic commitments and ongoing statutory responsibilities 


High Needs Block Funding
Schools are required to contribute the first £6,000 of the cost of additional SEN support arrangements, as identified in a pupil’s Education Health and Care Plan (EHCP), from their delegated budget share. Additional ‘Top-up’ funding from the High Needs block is available if a child’s assessed need in the EHCP costs more than £6,000. Special schools and Pupil Referral Units receive all their Schools Budget Share funding from the High Needs Block.
Early Years Block Funding
Nursery schools, schools with nursery classes and private and voluntary sector nurseries receive funding from the early years block to support nursery age and pre-school children. 
Pupil Premium
The Pupil Premium is additional funding for schools and EY providers to support disadvantaged pupils. Pupils from age three to Year 11 are included within the Pupil Premium calculations.
Pupil premium funding is allocated to eligible schools based on the number of:
· pupils who are recorded as eligible for free school meals (FSM), or have been recorded as eligible in the past 6 years (referred to as Ever 6 FSM)
· children previously looked after by a local authority or other state care, including children adopted from state care or equivalent from outside England and Wales
From the start of the 2026/27 academic year, the DfE is delivering an expansion to FSM eligibility to include all pupils from households in receipt of Universal Credit. There will then be 2 categories of FSM:
· Targeted FSM, which continues to be based on the existing £7,400 income threshold
· Expanded FSM, which will apply to meals only, covering pupils who do not qualify for Targeted FSM, but who are in households in receipt of Universal Credit
Following the expansion of FSM, only pupils eligible for Targeted FSM will be part of the Ever 6 FSM cohort. This means that pupils who become eligible for FSM for the first time through the new Expanded FSM category will not attract pupil premium funding.
Pupils who were eligible for FSM before the expansion will continue to be part of the Ever 6 FSM cohort after the expansion. That includes any pupil whose household income increases after the expansion, such that they either lose FSM eligibility altogether or become eligible for FSM through Expanded FSM. Such pupils will remain part of the Ever 6 FSM cohort for 6 years.
Schools Block Funding
There are certain types of activity which are managed centrally by the Local Authority. Once the central expenditure has been considered the remaining budget is used to calculate the amount delegated to each school. 
The balance of the grant left after deducting centrally retained funds is termed the Individual Schools Budget (ISB). It is this ISB that is distributed amongst the schools. The share of the ISB that each school receives is determined using the National Funding Formula which relies heavily on pupil numbers, but also takes account of factors such as, levels of deprivation, additional needs such as English as an additional language and geographical costs.
Once the ISB is determined the local spending of the budget is managed by the individual schools and responsibility is handed over to the governing bodies and the Headteacher of the schools concerned. Budget shares are made available to schools through the cash advance.

Budget Planning
Each year a school is required to submit a budget plan to the Local Authority which covers three financial years, each year the Education Finance Team will write to schools to confirm the timetable for when submissions are required. However, it is likely to be on or around 01 May each year.
The Headteacher in consultation with the School Business Manager (SBM) or equivalent is responsible for the detailed preparation of the three-year budget.
The Finance/Resources Committee will then determine and approve the robustness and accuracy of the budget, and the anticipated balance to be carried forward into the following financial year/s.
Important factors that should be taken account within the budget plan include:
· Pupil numbers
· Staffing numbers and cost
· Pay rates, pension contributions and awards
· Inflation
· Planned one-off expenditure
· Profiling spending plans where they do not occur evenly throughout the year (this is to ensure sufficient cashflow)
· Asset management
The budget must not exceed the funding envelope allocated by the Local Authority, plus or minus any balance brought forward from the previous year. If this cannot be achieved, the Headteacher and Chair of Governors must inform the Education Finance Team immediately and begin to devise a deficit recovery plan to address the deficit.
The Finance Committee should meet to consider a broad budget strategy and approve the detailed budget in good time so the submission date to the Local Authority is achieved. The full governing body must subsequently approve the full budget, and minute this approval, again in a timeframe to meet the submission deadlines. 
The approved governor’s budget plan must then be submitted to the School’s Finance Team to confirm acceptance as part of the Local Authority’s planning and monitoring process. This acceptance is based upon the Local Authority’s view of its achievability in relationship to the resources available to the school.
Each year the School’s Finance Team will provide budget preparation guidance to all schools which will include the necessary templates and confirmation of all key deadlines. Ongoing training sessions will also be made available.
Budget Cycle
Schools should adopt a cyclical approach to their budget planning and control. This ultimately means that budgeting should not be seen as a process that happens annually, but one that is continuous, because what happens in a given month or year will have an impact on future years and so on.
Under the cyclical model this approach to budgeting is simply the management cycle expressed in financial terms. The budgeting cycle begins with the planning stage, progresses through the other stages in the management cycle and ends with the final stage, the review, but which then feeds back into the planning stage and so on.
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Budget Monitoring
Regular monitoring of income and expenditure against the agreed budget plan is central to effective financial management. It allows the governing body, the Headteacher and staff to maintain financial control by reviewing the current position and taking required action. 
Budget monitoring involves producing monthly budget monitoring reports for income and expenditure, including sums committed but not yet paid and outturn forecasts against the approved budget. Explanations must be given for any variances (i.e. underspends or overspends). 
Action must be taken to tackle these variances. 
Budget monitoring is also a very useful planning tool for future budgets. These reports should be reconciled with the school's accounting records and signed by the Headteacher as evidence that the budget monitoring report has been reviewed.
The Scheme for Financing Schools states that all schools should provide the Local Authority with forecast income and expenditure at times and in a form determined by the authority. The required formats for budget monitoring and forecasting will always be communicated to schools by the Education Finance Team. 

Budget Virements
The Headteacher is empowered to take remedial action to address variances, by effecting virements between individual budgets. A record should be kept of all virements and once approved they must be promptly recorded in the school’s accounting system to keep the approved budget up to date.
Deficit Budgets
A deficit budget is where the total income for the new financial year and the brought forward balance (reserves) are insufficient to meet the planned expenditure for that year.
If a deficit is forecast when setting the annual budget or in-year, then it is recommended that the following should happen:
· All figures, assumptions and forecasts are checked
· Undertake a benchmarking exercise to assess the schools spending against other similar sized schools, using the latest DfE information (more information below)
· Discuss and devise a range of management actions with timescales
· Advise the governing body and Local Authority
Schools are not permitted to plan for a deficit balance in normal circumstances, as defined by DfE Guidance and within the Scheme for Financing Schools. However, this may be permitted in exceptional circumstances with the prior agreement of the Local Authority. 
Schools should notify the Local Authority at the earliest opportunity if they are expecting their accounts to move into a deficit position. Before any agreement is given the school will be expected to work with the Local Authority to consider all available options to set a balanced budget. 
In agreeing to this the Local Authority will require a plan from the school indicating how it intends to recover the deficit. The school will be considered at risk, and additional monthly reporting will be required in line with the Stronger Schools Financial Programme.

Benchmarking
The financial data of a school can be viewed and compared with other schools using the DfE CFR Benchmarking site, link as follows: Home - Financial Benchmarking and Insights Tool - GOV.UK
The benefits of benchmarking include:
· Help provide focus on planning and managing a budget
· Identify areas for improvement
· Setting targets for improvement
· Achieve best value
Another recommended DfE Benchmarking tool is the Integrated Curriculum and Financial Planning (ICFP) tool and can be accessed here: Integrated curriculum and financial planning (ICFP) - GOV.UK.
This is the same methodology used by School Resources Management Advisers (SRMA) who are deployed by the DfE.
Both benchmarking tools mentioned above are free of charge, but there are other tools available at a cost, which are based on ICFP methodology and the two widely recognised ones are as follows:
Advanced Strategic Optimisation Tool (ASOT) — ISBL
Planning clarity for schools, trusts, LAs and consultants | ICFP.school
The Local Authority is not suggesting the need to purchase these tools but is providing the information so all schools are aware of the possible resources available to them and to allow them to make their own decisions with regards to which benchmarking tools would work best for them.
The governing body should regularly request benchmarking reports, understand the findings and take responsive action as appropriate.  
Licensed Deficits
Schools should only apply for a Licensed Deficit in exceptional circumstances, where they cannot set a balanced budget without seriously impacting on the educational provision at the school.
School budget plans must be prepared with a view to breaking even or creating a surplus at the end of the financial year. The Licensed Deficit process allows schools to operate with a temporary, planned deficit where this is necessary to maintain stability, protect the quality of education, and implement a sustainable recovery plan agreed with the Local Authority.
Where schools have reason to anticipate setting a deficit budget, the Education Finance Team must be informed as soon as possible (prior to the budget deadline submission of 01 May as set out in the Scheme for Financing Schools clause 2.8).
Deficits need to operate under licence. This requires the school to agree a deficit recovery plan with the Local Authority before the first formal budget is set in the financial year of the planned deficit.
Deficits will not be licenced for sums less than £10,000, as these must be contained by expenditure reductions.
A formal sign-off of all arrangements will be required by the Local Authority’s Education Oversight Board.
When preparing a Deficit Recovery Plan the following checklist should be used:
· Review forecasting of pupil numbers, and are these in-line with the Local Authority’s view
· Restructure plans that have been discussed with HR, including any redundancy estimates.
· Accurate future year forecasts which will give the Council a realistic view of the financial position of the school over the next three and in exceptional circumstances five years.
· The Deficit Recovery Plan and Licensed Deficit Form completed in the appropriate tabs within the Financial Budgeting and Recovery Plan template submission. In this template reasons for the deficit and actions to return to a balance position must be listed. 

Stronger Schools Financial Programme
Issued alongside this manual was the Stronger Schools Financial Programme (SSFP) policy, which provides a full explanation of the purpose and framework of the policy, and the reasons why it was felt necessary to refresh the current programme. 
The SSFP policy also explains how the financial risk of schools has been scored which has informed the risk profiling of each school, and then how the Local Authority will work with schools for the foreseeable future. This includes the frequency of information the Local Authority will expect from schools and the frequency of meetings where the Local Authority will meet with schools to discuss their financial position.
The SSFP policy also provides more information on what to do when identifying a deficit budget, the Licensed Deficit process, and what supporting documentation is required from schools.
Information on cash advances is also covered in the policy, more information on cash advances can be found in the Banking section of this manual.
Notice of Concern
The governing body should note that Chief Finance Officer has authority to issue a notice of concern. The Local Authority may issue a Notice of Concern to the Governing Body of any school it maintains where, in the opinion of the Chief Finance Officer and the Director of Education through the Education Oversight Board, the school has failed to comply with any provisions of the scheme, or where actions need to be taken to safeguard the financial position of the of the Local Authority or the school.
Such a notice will set out the reasons and evidence for it being made and may place on the governing body restrictions, limitations, or prohibitions in relation to the management of funds delegated to it.
These may include:
· Insisting that relevant staff undertake appropriate training to address any identified weaknesses in the financial management of the school.

· Insisting that appropriately trained/qualified staffs are appointed to undertake tasks relating to the financial management of the school. Such appointments maybe temporary or permanent. These appointments will be at the expense of the school.

· Insisting that an appropriately trained/qualified person chairs the finance committee of the governing body.

· Placing more stringent restrictions or conditions on the day-to-day financial management of the school, such as the provision of monthly accounts, forecast statements and details of expenditure to the Local Authority.

· Insisting on regular financial monitoring meetings with the Local Authority

· Imposing restrictions or limitations on the way a school manages extended school activity funded from within its delegated budget share – for example by requiring a school to submit income projections and/or financial monitoring reports on such activities

· Insisting on evidence being provided that the financial position, recovery plan and mitigating actions are being regularly discussed by the governing body.

· Withdrawing a school’s bank account facility, where it is deemed a school is unable to manage a bank account. (e.g. failure to carry out regular and accurate bank reconciliations).

The notice will clearly state what these requirements are, the way in which and the time by which such requirements must be complied with for the notice to be withdrawn. It will also state the actions that the authority may take where the governing body does not comply with the notice.



Suspension of Financial Delegation

The governing body and Headteacher are required to manage their delegated budgets with due propriety and to the standards of stewardship required for public money. If they fail to do so the Local Authority will be entitled to take the following action:

· Give advice
· Issue warnings
· Take other direct action in accordance with the Scheme for Financing Schools, such as issuing a notice of concern
· If the above methods fail to address the financial recovery of the school, the Local Authority will consider suspension of the governing body’s right to a delegated budget where:
· There is evidence of substantial or persistent failure to comply with any requirements applicable under the Scheme for Financing Schools
· There is evidence of financial mismanagement, where the governing body is not managing the appropriation or expenditure of the sum put at their disposal for the purposes of the school in a satisfactory manner
· There has been mismanagement of the educational affairs of the school

The Local Authority will give at least one month’s notice of the suspension to the governing body and the Headteacher.

The Local Authority may withdraw delegation before the expiry of the period of notice in an emergency but will provide immediate written notification and justification of the action to the Secretary of State.

The governing body has a right of appeal to the Secretary of State against withdrawal of delegation where the grounds are either failure to comply with the Scheme or financial mismanagement, but not in the case of mismanagement of the educational affairs of the school.

Year-End Closing / Closedown

Year-end procedures are required for a number of reasons:

· To ensure that spending is recorded in the financial year in which it was incurred. This allows proper comparisons of spending between financial years. 
· To avoid any misinterpretation between under and overspending (everything is accounted for in the correct financial year)
· To report accurately and consistently to governors, Council Taxpayers, elected Members, central government, etc.

All payments made after 01 April will be shown in the new financial year, other than items accrued for. Payments for goods and services received before 01 April should be charged to the old year. 

Each year guidance notes will be issued by the Education Finance Team to each school. The full details of the procedures required and deadlines to be met will be specified. The areas covered will include:

· Purchase order 
· External invoices 
· Goods and services received but where the invoice has not yet been issued 
· Payments made in advance
· Supplies invoices 
· Cash income 
· Debtors’ accounts 
· Outstanding income 
· Creditor & debtor accruals
· Income received in advance
· Accrual forms can be completed for: 
· goods and services received prior to 31 March where invoices have not yet been received 
· overtime and lettings claims for March. 
· income due but not received 
· income received in advance
4. Ordering and Purchasing[image: Shopping basket with solid fill]
Effective Procurement and Value for Money
Schools must strive to achieve efficiencies and value for money in the goods and services they procure. By doing this it ensures they optimise the use of their resources to invest in teaching and learning. 
Schools are obliged to retain records to show that they have sought to achieve value for money and efficiencies when procuring goods or services for the school. The day-to-day management of purchasing is usually delegated to the Headteacher, who should establish an effective control system. 
Governors and Headteachers should determine at school level how to secure optimum value for money. If there are significant variations in efficiency between similar schools, the schools should review their current expenditure, compare it to other schools and consider and implement ways to improve efficiency. 
For higher value purchases / procurements (i.e. over £1,000) the school should draw up a specification that outlines exactly what is needed and seek to take comments from all those who may be affected by the procurement, to ensure what is being procured is necessary and will deliver value for money.

Segregation of Duties
It is essential when establishing the purchasing system that an effective segregation of duties is put in place. 
The division of duty (allocation of key responsibilities) should enforce an appropriate level of internal control whilst allowing the process to function effectively.
As a minimum, the key responsibilities of authorising an order, receiving goods/service, and authorising payment should be separated, with the authorising responsibilities allocated to members of the senior management team. 
Expenditure Limits
Schools should obtain prior approval from the governing board for all expenditure above the delegated authority given to the Headteacher or Resources/Finance Committee. 
The following limits apply:
[image: ]

Purchasing
A purchasing system can be broken down into key elements, each requiring internal control procedures to ensure appropriate protection of school funds. 
[image: ]

The ordering process should include steps such as the following:
£ An internal requisition should be raised and signed by the individual member of staff requiring the goods/service. 
£ The requisition should be passed to the budget holder for review and approval. The review should include verifying that the items/service is required, relevant for the school, there is sufficient budget to pay for the item, the selected supplier is appropriate and gives value for money.
£ Once approved by the budget holder should sign the requisition and pass to the relevant officer to raise an official order. 
£ An official order should be raised for all items purchased so that the expenditure is committed on the financial management system. 
£ The order should be produced and then returned to the budget holder/identified signatory. 
£ The budget holder/identified signatory should review the paperwork once again to assure themselves that the goods and services being ordered are appropriate and needed, that there is adequate budgetary provision and that, where required, the correct quotations/tendering procedures have been complied with. 
£ Once satisfied, the paperwork should be signed and the order commitment on the system. The paperwork should be passed back to the relevant officer for filing, and for the order to be issued.
Internal Audit will test if purchase orders have been raised, it is important that schools ensure that purchase orders are always raised for appropriate purchases and are authorised as above.
Key areas to be reviewed in the ordering process to ensure there is transparency and compliance within the school are: 
· Verbal orders must not be used except in exceptional circumstances, normally in emergency situations. Where this does happen, a commitment must be raised on the system via the raising of an official order as soon as it is practically possible (ideally within 24 hours) 
· Purchases should not be deliberately split so that individual values fall below delegated or authorised financial limits 
· Purchases made through the school should be for school purposes only – no purchases should be made for personal benefit of an individual.
Internet Purchasing
In the current financial landscape for schools, it is important that schools utilise their resources to acquire maximum value for the school. Many purchases within the school can be purchased at best value via the internet and therefore it is appropriate to compare Internet costs to other procurement routes. 
The controls in place for using the Internet should be as robust and follow the same process as all purchasing within the school. There should be a requisition detailing requirement, review by the budget holder, approval by the budget holder/identified signatory and a commitment raised on the financial management system.
Internet ordering or purchasing must be restricted to those goods or services that cannot be acquired through the normal ordering procedures (i.e. by the financial management system) or where there are significant financial savings that can be made by the school (e.g. an on-line discount).
It is recommended that internet orders are placed only with reputable companies, ideally with those whom the school has dealt with in the past. 
Where goods or services are to be purchased via the internet it is recommended that schools check supplier details before an order is placed, for example:
· The internet website should make reference to the supplier’s name and address. A ‘UK’ internet address does not always mean the firm is UK based. A supplier’s website will include information on that company’s terms and conditions of trading. This information should be checked by schools beforehand 
· It is recommended that transactions take place under UK jurisdiction where normal forms of redress are available to solve problems or disputes regarding faulty goods or non-delivery of goods 
· A full description of the goods or services that are to be purchased is made available 
· The prices including taxes 
· Delivery costs and arrangements are clear
· How long the price will stay valid
· How to make payment 
· Whether the school has the right to cancel an order
· If it is a service being procured, how long is the school committed for 
· That the contract in law is between the school/LA and the supplier, and not between the individual and the supplier.
Once happy with the details and the terms and conditions of the supplier then an order can be placed via the internet. The risks of internet ordering are: 
· That it can by-pass normal order authorisation procedures (i.e. expenditure can be incurred without the prior approval of the budget holder)
· Expenditure can be committed without any check to ensure that there is sufficient budget provision.
Ensuring effective controls are in place within the school’s purchasing process safeguards that all areas of school’s expenditure is captured for effective budget management. The following points should be controls the school has in place to safeguard process:
· Any officer authorised to place orders using the internet should be aware of the guidelines and certify their understanding of them and agreement to abide by them
· An official order will be raised at the time of placing the internet order; however, as a minimum requirement, a confirmation order should be raised within 24 hours of placing the internet order
· Where an internet order is placed, a copy of the order should be printed off and retained by the school. This should be signed by an authorised officer independent of the ordering 
· The internet order and official confirmation order should be cross referenced appropriately
· The officer placing the order should not be responsible for receiving the goods or authorising payment.
· The order should be raised in the name of the school, and not in the name of an individual. Internet orders should clearly state that the purchase is being made by an individual on behalf of (acting as an agent of) the school 
· A copy of the internet order should be printed off and attached to the financial management system order. 
· Internet orders should not be placed for personal use.

Receipt of Goods
· All goods should be checked on receipt for quality, quantity and completeness of order, and preferably a good receipt note should be signed that the order has been validated. A similar process should be followed for services. If a delivery note is not provided, then the original order could be signed and dated instead.
· Any rejected items or inadequate service should be noted immediately on the goods receipt note, service delivery confirmation or original order, and the supplier should be informed.
· The person receipting the goods/service should not be the same person who placed the order.
Payment of Invoices
When reviewing and processing invoices the following is a useful checklist:
· The invoice matches the supporting purchase order
· The invoice is addressed to the school
· The invoice has not previously been paid
· The goods/services described on the invoice are accurate and match what was received/delivered
· The quantity and any specific specifications on the invoice match the goods/services received
· The price is correct and agreed discounts have been deducted
· VAT has been correctly charged
· There is a VAT registration number
· The invoice totals are correct
What should I do if the invoice is wrong?
· If anything on the invoice is found to be incorrect, the invoice should not be amended. Instead, the supplier should be contacted, the discrepancy explained, and a request for a new, accurate invoice should be made. 
· The supplier should be informed that payment will be delayed until a correct invoice is provided. In some instances, and where the error makes it appropriate, the supplier will want to send a credit note. 
· In such cases the invoice should be held until the credit note is received, the two documents should be kept together, and the correct amount authorised for payment. 
· A credit note cannot be processed unless a commitment/order has been raised on the financial management system. If a copy invoice is received it should be subject to a thorough check before being authorised for payment. 
· No copy invoices should be passed for payment unless investigations clearly identify that the invoice is still outstanding. Where this is the case, a note should be made on the invoice, (and corresponding order) confirming that the invoice has not previously been paid. 
· Once the budget holder is satisfied that the invoice is accurate it should be sent to the authorising officer to review, and if everything is satisfactory, to authorise payment. 
Code of Payment
Schools should make use of normal credit terms offered by some suppliers. Some suppliers will allow 30 days before payment is required. Making use of this normal credit period is considered good practice and is not regarded as borrowing. It may be possible for schools to negotiate longer credit terms with some suppliers. However, deferred payment terms, particularly if there is a finance charge implicit in the agreement, may constitute borrowing. If in doubt, schools should contact the Education Finance Team.
Conversely, discounts may be offered for prompt payment. Schools should be aware of the possible benefits of early payment discount and take advantage should this provide better value for money.
Late payments to creditors may be an indicator of solvency problems and/or poor cash management. In keeping with the Nolan principles of openness and accountability, schools should aim to comply with the CBI Better Payment Practice Code. In most schools this seeks to formalise existing good practice. Schools are recommended to introduce a payment code and disclose their payment policies in their Annual Report.
Direct Debits
Schools can make payments by Direct Debit and Standing Orders and the following procedures apply: 
· The governing body (or Finance Committee if delegated) should approve every Direct Debit being set up and should then approve each subsequent year. 
· Only authorised officers (those identified on the bank mandate) should be able to sign Direct Debit Request Forms. 
· A copy of the Request Form should be held by the school. 
· Persons authorised to sign Direct Debit requests should not be responsible for clearing suspense/monitoring bank statements.

Oyster Cards
This method of travel is far cheaper than the use of taxis, so it is accepted that Oyster Cards will be used by schools, but where an Oyster Card has been registered for essential school travel and is on auto top-up, the following auditing steps should be completed:
· Signing in and out of the Oyster card- record which staff members used the card, what the journey was for
· Monthly reconciliation of journey route and costs (TfL website can assist)
· Reconciled against bank auto top-up amounts each month

Contract Waiver
A waiver is a process where one or more points from Waltham Forest’s Contract Standing Orders are waived from the procurement process. 
It is only possible to waiver the internal school’s procedures. It is not possible to waive the UK or European law. 
A contract waiver action is only permitted when: 
· Specialist expertise or product is required and is only available from one supplier 
· The goods/services to be provided consist of parts for/repairs to existing proprietary equipment, where such parts/repairs are specific to that equipment. 
· Works, supplies or services are urgently needed for the immediate protection of life or property or to maintain the immediate functioning of the school. 
· The service is essential to complete a project and arises as a consequence of a recently completed contract/assignment, where engaging a different supplier for the additional service would be inappropriate/not cost effective. 
· The funding/grant provider has specifically stipulated that a particular supplier or procurement procedure be complied with the goods and services that are procured.
In all the above cases, a business case must be submitted and approved by the school’s governing board and forwarded to the Local Authority’s Education Finance Team.


Contract Agreements
Frameworks are essentially contracts procured by other organisations, such as local authorities, central government departments or public buying organisations that schools and other public sector organisations can call off from. 
Frameworks can offer the following benefits to schools: 
· Saves time as the competitive tendering procurement has already been carried out. 
· Suppliers on the framework will have been evaluated to ensure that they have the capacity, technical and professional ability and economic stability to provide the goods or services. 
· Lower prices resulting from the aggregated buying power of the wider public sector. 
· Balanced contract terms should have been negotiated that protect the interests of the school. 
· Contract management support is often provided by the organisation that awarded the framework agreement.
More information can be found here: Government Commercial Agency - GCA
Public Contracts- Regulation Threshold
Strict rules apply to all public bodies (including schools) spending more than the Public Contracts Regulations (PCR) Thresholds. From January 2024, the threshold for supplies and services was £214,904. Capital works have a higher threshold of £5,372,609. The threshold applies to the total contract value over the life of the contract, not the annual value of the contract and is inclusive of VAT. Therefore, a four year contract with an annual value of £60,000 would be subject to the regulations. 
Thresholds are updated annually with the latest guidance located @ Procurement Policy Note 11/23 – New Thresholds. 
The regulations apply in their entirety to services such as telecoms and computers, cleaning and maintenance, vehicles and transport, consultancy and professional fees. 
Educational-specific services and school catering services are subject to the new EU ‘Light Touch Regime’ which has a higher threshold of £663,540.
Procurement Act 2023
The Procurement Act 2023, effective from 24 February 2025, brings substantial changes to make public sector procurement more efficient, transparent and flexible by unifying various procurement regimes under a single framework, encompassing public contracts, utilities, concessions, and defence and security procurement. 
The overarching principle of the Act is to ensure ‘contracting authorities’ (which includes maintained schools) deliver value for money, maximise public benefit, act with integrity throughout a procurement exercise and continue to ensure equal treatment of bidders.
Outlining the strategic priorities for public procurement, the National Procurement Policy Statement aims to support the government’s missions and deliver value for money. 
Schools must have regard to the new procurement regime when considering purchases of goods, works and services.

Purchase/Debit Cards
The use of a purchase card gives schools more flexibility for payments and further opportunities to obtain value for money. However, with this increased flexibility it brings the need to implement an effective control framework.
Schools can use the Purchase Card for payment of ad hoc, low value purchases for an authorised school activity. Purchase Card must be used for client related services and not for business-to-business transactions. 
Please contact the Education Finance Team for advice and the application form, if you wish to apply for a Purchase Card. Schools are required to develop a suitable policy regarding the use and management of the Purchase Card within the school and this should include the following:
1. An ATM generally, should only be used to change the PIN number of the card. Schools must not attempt to withdraw cash unless a business case for this facility to be opened has been completed by the school and approved by governing body. 
2. Purchase Cards are not for personal use. If a Purchase Card is used in error for private use the card holder must immediately reimburse the school, and inform the Headteacher, in writing, of their actions. 
3. A card holder must have the nominated budget holder’s approval before goods and services can be purchased using the Purchase Card 
4. Any gift vouchers and gift items that are purchased using the Purchase Card must be supported by additional authority from the Headteacher and Chair of Governors. 
5. The Purchase Card must not be shared with other staff. 
6. The Purchase Card Policy must indicate the consequences of misuse i.e. disciplinary action
Schools are NOT permitted to have CREDIT CARDS as they are a form of borrowing and are therefore prohibited. 
Schools are not allowed to incur interest on the purchase card, expenses should be cleared and reconciled to the ledger balance as soon as possible. 
Each purchase card held within the school is assigned to an individual cardholder who has personal responsibility for its proper operation, in accordance with this guidance and the school’s purchase card policy. The purchase card can also be used for contactless payment with the same operation and guidance applying.
Leasing and Hire Purchase
The introduction of International Financial Reporting Standard 16 (IFRS16) for Local Authorities from 1 April 2024 ended the distinction between operating and finance leases at maintained schools and in effect, from that date, all leases will be classified as finance leases for accounting purposes.
Schools must obtain approval from the Local Authority before entering into any lease agreement. This should be done irrespective of any advice given by the leasing company on the nature of the lease. Please send a request for approval along with the details of the proposed lease to the Education Finance Team where it will be assessed by the council’s internal lawyers who will advise the Education Oversight Board as to whether to give approval.
In assessing the proposed lease, the council will consider Schedule 1, paragraph 3(4) of the Education Act 2002 which states that all leases are now classed as borrowing and require the Secretary of State for Education’s consent.
However, the Secretary of State has agreed to provide blanket consent to a range of the most common leasing activities, as set out in the IFRS16 Maintained Schools Finance Lease Class Consent 2024.
Leases not included in this Order will still require the written consent of the Secretary of State, and it remains the general position that schools will only be granted permission for other types of borrowing in exceptional circumstances. 
From time to time, however, the Secretary of State may introduce limited schemes to meet broader policy objectives. 
In summary, consent may be given for borrowing of a particular class and the Secretary of State for Education has granted consent, from 1 April 2024, for borrowing comprised in a lease entered into by or for one or more maintained schools where the lease is of a description specified in the following Schedule:
1. All existing leases in place on 1 April 2024 for items included in this list 
2. Leases related to IT equipment (for example laptops, tablets, desktop computers, printers, photocopiers, servers, door entry security systems, CCTV Systems, whiteboards and touch screen boards)
3. Leases related to telephony (for example mobile phones, landline phones and telephone systems)
4. Leases related to catering and cleaning equipment (for example tills, water coolers, vending machines, dishwashers, washing machines, ovens, fridges, freezers, water boilers, small kitchen appliances, crockery and cutlery)
5. Leases related to furniture (for example desks, tables and chairs) 
6. Leases related to bathroom and sanitary items (for example hand dryers, towel dispensers, sanitary bins)
7. Leases related to gym equipment (for example treadmills, free weights and weight machines, rowing machines and exercise bikes) 
8. Leases related to groundskeeping equipment (for example lawn mowers, string trimmers, leaf blowers and salt spreaders) 
9. Leases related to LED lighting system (for example lightbulbs, control mechanisms and control panels) - consent is granted where the product has been sourced with support from the DfE through Get help buying for schools or from a recommended route on our Find a framework website 
10. Leases related to minibuses and other vehicles for the use of the school 
11. Leases related to temporary classrooms and equivalent structures (but not land leases they sit on, which may require separate consent – see school land transactions guidance)

Capital Funding
The DfE allocates capital funding for each year to help maintain and improve the condition of school buildings and grounds.
A school’s annual allocation of Devolved Formula Capital (DFC) will be paid by the Local Authority to the school as a single payment. Schools are expected to use this to support priority health and safety and/or condition works, though this may be used for ICT or other capital expenditure.
The Local Authority may also fund and/or manage capital investment in the school, through its centrally managed Capital Programme.  Occasionally it may be agreed that the school will contribute all or part of its devolved capital allocation towards these works.  If so, the school will provide in writing their agreement to the devolved capital contribution to the scheme. The school will then be invoiced for the percentage contribution agreed and payment will be made within thirty days.

Capital Expenditure and Income: Management of Capital Projects

The overarching plan/strategy of a school should include considerations around capital expenditure on ICT equipment, and asset management.
Schools may use revenue funds from their budget to pay for or contribute towards a capital project i.e. “Revenue contribution to Capital” and the transactions will be coded accordingly in line with CFR and capital accounting requirements.
Schools or PRUs may undertake capital projects in line with these regulations and guidance, however, if they choose not to manage or be considered not capable of managing their capital projects, the practical responsibility may pass to the Local Authority.
The governing body will confirm before it embarks on any building work, that there is no potential for additional costs to arise, which could not be funded from the school’s own resources and understands that they cannot expect any additional funding from the DfE or the Local Authority if their original estimates are inaccurate.
The school should notify the Local Authority before embarking on any building works or major structural project.
The governing body is responsible for:
· Planning for capital investment, considering the Local Authority’s asset management plans, capital policies and ensuring expenditure is eligible (i.e. capital).
· Maintaining records on capital expenditure and will keep the Local Authority informed of all capital schemes in particular at year-end (February) for capital closedown and capital financing.
· Monitoring financial reports on the progress of award of contracts, spend and financing of Capital Projects.
· Managing their building projects and obtaining appropriate advice from the Local Authority or appoint other professional advisers at planning stage of major projects.
· Ensuring that fees are included in the total project costs, and do not exceed 15% of the total. The cost of VAT, where irrecoverable, also needs to be included in total expenditure.
· Ensure that contractors have adequate experience in the education sector, and holds appropriate indemnity insurance
· Complying with relevant health and safety regulations, Building Regulations, and other legislation.
The DfE guidance on capital in schools can be found here: School capital funding - GOV.UK

5. Payroll and Pensions[image: Payroll outline]
Delegation
The resources for Payroll Services were fully delegated to schools from 1st April 1996. 
External Payroll Services Requirements
Schools must ensure that contracts with third party payroll providers are appropriate to the requirements governing the role of the Local Authority, which remains the legal employer, for pension purposes, of staff in maintained schools. However, the governing body has overall responsibility for:
· All aspects of the payroll functions. 
· Ensuring the school’s internal processes, records and those of its choice of external payroll provider are fully compliant with current and pending HMRC regulations, pension regulations, accounting standards and requirements of the Local Authority. 
· Ensuring the school’s payroll and pension arrangements comply with the standards required by the council’s internal and external auditors and the auditors of HMRC.
· Ensuring that the school has a data arching policy which includes the creation and retention of payroll data, including individual employees’ pay slips, members prints, opt in and opt out forms as well as start or stop notices for additional pensions which must be held for legal and regulatory compliance, IT restoration and disaster recovery purposes. 
· Ensuring all payroll and pension records comply with the requirements of current the UK General Data Protection Regulation (GDPR), the Data Protection Act 2018 and Freedom of Information Act 2000. 
· Making employee records available for inspection during the statutory Inspection of Accounts period each year. 
· Ensuring that there are adequate “back-up” arrangements to pay employees in the event of their normal payroll system failing. 
· Keeping up to date with changes in legislation which may affect payroll or pensions’ administration such as the National Minimum Wage Agreement, Additional Statutory Paternity Pay, Student Loans and, for pensions, actuarially reduced pensions and auto enrolment. 
· Ensuring they understand and are able to comply with legislation regarding the provision of “Real Time Information”.
When considering an external payroll provider, the following should be used as a checklist to determine suitability:
· Schools will be responsible for ensuring the correct calculation of statutory items including Income Tax, National Insurance Contributions (both employees and employers), Statutory Sick Pay, Statutory Maternity Pay, Statutory Paternity Pay and Statutory Adoption Pay 
· Schools will be responsible for ensuring the correct calculation and payment of Occupational Sick Pay and Occupational Maternity Pay in accordance with the appropriate conditions of service 
· Schools must ensure the correct administration and deduction of pension contributions, both for the Teachers’ Pension Scheme and the Local Government Pension Scheme. This includes the correct implementation and operation of statutory pension scheme changes (e.g. Auto-enrolment) 
· Schools must ensure that in-house pensions AVC schemes are operated correctly
· Schools will be responsible for providing data returns at financial year end relating to teachers’ pension contributions, salaries and service in a format and timescale specified by Waltham Forest Council. Financial returns will require external audit certification.
· Schools will be responsible for providing data returns at financial year end relating local government pension contributions, in a format and timescale specified by Waltham Forest Council. Financial returns will require external audit certification 
· Schools will be responsible for ensuring that the data files in respect of Teacher Monthly Data Collection (MDC) and Local Government Pension Scheme Monthly data collection are submitted by 1st of the month, in the correct format for submission to the relevant pension schemes 
· Schools must forward to Payroll, on a monthly basis, details of employees’ pensionable pay and all pension contributions (employees’ basic and additional, and employers’) together with associated Additional Voluntary Contributions 
· Nationally agreed pay awards and incremental progression must be processed in accordance with the appropriate conditions of service 
· Payments to temporary employees including casual clerical assistants, supply and visiting teachers must be calculated and paid in accordance with the appropriate regulations and conditions of service
· Schools must have appropriate arrangements for processing payment of benefits and expenses to employees who use their own vehicles for business purposes including the necessary year end reporting to HMRC. 
· Schools will be responsible for the production and submission of statutory year-end returns by the appropriate deadlines 
· Schools will be responsible for the production and distribution of Forms P45, P60, P11D and other statements of employees’ earnings by statutory deadlines where appropriate 
· Schools will be responsible for the correct administration of Attachment of Earnings Orders issued by Magistrates’ and County Courts, and other bodies such as the Child Support Agency 
· All payroll and pension records must comply with the requirements of current Data Protection and Freedom of Information legislation 
· Employee records must be made available for inspection during the statutory Inspection of Accounts period each year 
· Schools must ensure that there are adequate “back-up” arrangements to pay employees in the event of their normal payroll system failing 
· Schools must also be aware of changes in legislation which may affect payroll or pensions’ administration such as the National Minimum Wage Agreement, Additional Statutory Paternity Pay, Student Loans and, for pensions, “Stepping Down” arrangements, actuarially reduced pensions and Auto-enrolment 
· Schools must ensure they understand and are able to comply with legislation regarding the provision of “Real Time Information”. 

6. Income and Collection[image: Coins with solid fill]
School Income
Income may be generated by schools subject to the provision of the Education Act 1996. The main sources of income for schools typically include:
· School lunch sales
· School trips
· Fund raising activities
· Sale of school uniforms
· Lettings / car parking
Schools retain all income they generate unless it relates to: 
· The sale of certain assets (such as land and buildings owned by the Waltham Forest Council, or assets funded by bodies who may impose conditions, e.g. charitable concerns, lottery funding); or 
· Income from a Public/Private Partnership (PPP) or Private Finance Initiative (PFI), which are subject to a specific agreement.
Audit Ready
Schools should maintain a summary of the administrative procedures in place for the generation of invoices and collection of income. This summary should form part of the school’s documentation for audit inspections. 
The summary should cover the following: 
· Procedures for authorisation and generation of a sales invoice/credit note 
· Credit control and debt recovery procedures 
· Entry of income on the school’s accounting records

Charging Policy
Under the charging provisions set out in legislation, governing bodies may choose to charge for certain defined activities, but only if they have first drawn up charging and remissions policies. These policies should be made available to parents on request. 
Schools (and local authorities) can charge for:
· Any materials, books, instruments, or equipment, where the child’s parent wishes ownership
· Optional extras, see DfE guidance for details
· Music and Vocal tuition, in limited circumstances
· Certain Early Years Provision
· Community Facilities
Each school must have a written Charging and Remissions Policy, which should be reviewed regularly. The Statement must capture each type of activity charged for (including lettings) and provide an explanation of the charges made. 
This Policy Statement will make clear which types of activity can be charged for and explain when charges will be made. It is recommended that the charging policy be submitted for governor’s approval, along with the school’s budget/recovery plan.
The detailed DfE guidance can be found here: Charging for school activities - GOV.UK


Room / Facility Hire
Hiring of school premises or facilities (both Sport and non- sport facilities) must be in accordance with the rates in force as approved by the Governing board. 
For health and safety reasons schools should ensure they have up to date Public Liability insurance cover, and all appropriate buildings/outbuildings are covered by the policy.
The following should be considered when letting out Premises: 
· Income from letting should not be paid into the voluntary or private funds held by the school. 
· Income must be reviewed annually and ensure that income is sufficient to cover costs. 
Raising Invoices
The school should set up its own invoicing procedures, with the following taken into consideration: 
· Invoices should be issued for all income generation services provided to customers. 
· A unique debtor account should be set up for each customer and all payments received from customers must be allocated to the correct debtor account. 
· Schools must ensure that there is segregation of duties between staff responsible for issuing (or amending) invoices and those responsible for the subsequent income collection and input to the school financial system.
Invoices issued by the school should be numerically sequential, and should include the following:
· Invoice Number
· Date of issue
· School name and address
· For VAT purposes, quote ‘London Borough of Waltham Forest’, with the Local Authority’s VAT registration number: GB 248 2128 66
Amending Invoices
Any spoiled invoices must be marked as ‘Spoiled’ and retained for audit/VAT purposes. Amendments should be authorised by an appropriate school officer and implemented by raising a credit note and, if necessary, creating a new invoice. 
Amendments should be recorded on the accounting system as a credit and, where relevant, a new invoice generated. The original transaction should not be changed. 
Where a school’s accounting system cannot record invoices raised and credit notes issued, a manual record must be maintained. This must record all invoices raised, payments received, and credit notes issued.
Collection Administration
Schools should ensure that, income due to the school bank account is collected at the time of supply by cash or by Cheque. In cases where payment cannot be collected, e.g. where income is due from remote bodies, schools must maintain their own debtors’ accounts. 
Where schools hold card reader machines these can also be used to collect payment. 
Schools must record income on the schools’ financial system as soon as possible after it is received. Income must be coded to an income code, even if it is planned to offset specific expenditure items. Segregation of duties must be applied to invoicing and income receipts.

School Funds
Unofficial funds, for schools’ purposes, are defined as funds, operated wholly, or in part, by any employee of the school, because of his/her employment, for which the Local Authority does not have a statutory requirement to provide the resources for which the fund is being used.
Examples of unofficial funds are vending machine and tuck shop funds.
The governing body will retain overall responsibility for these funds; however, they will normally nominate a member of the school staff to be responsible for the day-to-day operation of any unofficial fund. The governing body will require annual, audited financial statements of all unofficial funds to be prepared and submitted to them (or a Finance Committee if set up with the necessary delegated responsibility) for approval.
These funds should have the same internal controls as previously mentioned in this manual, a reminder of the key points are below:
· No one person is responsible for maintaining the records for and operation of an unofficial fund 
· There is a proper segregation of duties between the receiving, recording and banking of cash. 
· There is proper segregation of duties between the ordering and receiving of goods/services, the certification of invoices and the raising and signing of cheques. 
· That independent stock takes, and reconciliations of cash floats or bank accounts are carried out. Any member of staff who is not normally involved in controlling stocks or cash/bank reconciliations would be defined as independent for the purposes of these guidelines.   

Collecting/Holding Cash
Collecting/holding cash, although sometimes necessary, carries higher risk and should therefore be handled with care and the school should have robust safeguards in place. 
Schools should adhere to the following guidelines:
· Never take cash home
· Never ask or encourage payers to send cash through the post 
· Have effective arrangement for holding cash in a secure place before it is banked, bearing in mind the cash holding limits of the safe and of the school’s insurance policy
· Bank cash as soon as possible or on a regular basis to reduce the risk of theft. 
· If cash holdings are likely to be substantial, schools must ensure they have adequate insurance cover.
Schools should never allow collection of cash for any purpose including collecting donations or for fund raising to be made via personal bank accounts nor using external sources such as Collectiv.
Cash should always be banked prior to it being spent, so there is a clear audit trail of the cash being received, and then what it is then spent on and for how much.
Card Payments
Many schools now use web-based systems to collect income such as electronic readers or parent pay suppliers. These systems hold electronic record of your income and link directly to the school’s main bank account. 
Where a school is using these methods, they should include a process of reconciling transactions and application of income to the financial management system as part of their charging and remission policy. 
There can be a fee applied on the transaction which the school should additionally account for when budgeting for income collection.
Debt Management
The governing body should ensure that a policy is in place for the collection of money due to the school. Debt collection is the responsibility of schools, and they must act promptly to recover debt. A robust debt collection policy should include:
· Have a 30-day settlement period and establish how this is communicated
· Arrangements to collect money in advance if deemed necessary
· Escalation actions to be taken, and by who, to chase unpaid amounts once the settlement period has passed
· Other actions to be taken e.g. removing credit facilities or the use of facilities whilst debt remains unpaid
· Pursuing claims in the small claims court
· A process of debt write-off should be in accordance with Waltham Forest regulations

Debtor Control Account
Schools should operate a debtors’ control account to record all accounts issued and monies received. Schools should regularly review outstanding debts and ensure that debt recovery is being actively pursued and reported. 
If an account remains unpaid after a reminder has been issued, further action may be required, depending on whether the debt originates from an internal or external source. 
If the debt is from an internal source, say between schools within the borough or within the Council itself, legal proceedings will not be instigated; instead, schools must inform the Education Finance Team of the outstanding debt so that they may resolve the issue on the school’s behalf.
If the debt is from an external source, it may be pursued by taking legal action if sufficient reminders have not resulted in payment. In such cases, schools should seek legal advice, at the school’s cost, on how to proceed.

7. Petty Cash[image: Treasure chest outline]
Purpose and Use
The purpose of petty cash is to enable teachers and other members of staff to pay cash for minor expenditure relating to curriculum purchases, travel and other ad-hoc payments relating to classroom / school expenditure. It is designed for small and urgent expenses where it is unfeasible or impractical to use normal purchasing processes, not as a method to bypass the School’s Accounts payable or purchasing systems


Guidelines
The governing board must agree an appropriate level of cash to be held on a school’s premises. The level should be based on the amount likely to be required in a set period. 
Schools should try to keep petty cash use to an absolute minimum, and it is recommended it should not exceed £250. 
Payments from cash floats shall be recorded in detail and supported by vouchers, receipts and documentation, summarised and entered in the school accounting system at least monthly.
The school’s insurance policy must cover the level of cash that can be held on site. If the policy stipulates any conditions for holding cash, such as being kept in an adequate safe for the purpose, these conditions should be adhered to.
Record Keeping
The Headteacher is responsible for nominating a float-holder and deputising officer for managing petty cash. The post holders should ensure that regular petty cash reconciliations are carried out.
The Headteacher is also responsible for informing the School Leadership Team or Resources/Finance Committee of any changes to the float-holders, record of delegation and changes should be kept for audit purposes.
· The petty cash float does not exceed the value approved by the governors 
· The cash holding limits, are not exceeded 
· The petty cash float must be kept in a secure location where the room can be locked and in a safe or a lockable cupboard 
· Arrangements for access to the money should be set down in the scheme of delegation and should ensure that adequate segregation of duties exists. 
· Petty cash must be replenished through the correct bank account and not through income collected at the school - all cash and cheques received on behalf of the school must be banked intact 
· All payments from petty cash must be supported by documentation, voucher invoices or receipts 
· If VAT is being paid, the vouchers must meet the VAT requirements. If they do not, the VAT cannot be reclaimed, so the whole amount should be charged to the school 
· If a receipt is not available, a signed explanatory voucher must be completed, agreed and countersigned by the headteacher, before any reimbursement can be made 
· The claimant should complete a petty cash reimbursement form, attaching the receipts and obtaining the approval of an authorised signatory - the claim should be reimbursed by the float-holder only after it has been approved 
· The float-holder must ensure that records are kept to show the nature of the expenditure for which petty cash has been used.
Petty Cash Reconciliation
The total of cash remaining (plus receipts and/or vouchers for reimbursements) must be equal to the total float at all times. Any discrepancies should be investigated and corrected. If this is not possible, the headteacher needs to be informed in writing.
The Headteacher and School Business Manager/Finance Officer are responsible for ensuring that the float is checked and reconciled monthly, at the end of term and that such checks are documented.
Security
If there is no safe or strong room available petty cash must be kept in a locked drawer or cabinet in accordance with insurance requirements.

8. Banking[image: Piggy Bank outline]
Banking Requirements
Each school is required to operate a bank account. The framework under which school bank account must operate is set out in the Scheme for Financing Schools. 
The responsibilities and requirements of the Scheme, are:
· Timely payment of all invoices and charges from the school bank account.
· Answering creditor queries on payments
· Reconciling the school bank account to the general ledger records regularly
· Completing monthly income and expenditure returns
· Retaining invoices and other payment documentation for the minimum required period
· Monitoring and maintaining adequate cash flow to prevent overdrawn bank accounts


Cheques
Schools should ensure all bank stationary including cheque books and paying in slips are kept in a locked secure location within the school. Schools are responsible for ordering their own cheques direct from the bank. In the case of lost or stolen cheque books the school are required to report to bank immediately and additionally notify the Education Finance Team.
Online Banking
To ensure that school funds are sufficiently protected from fraudulent transactions, schools wishing to manage their bank accounts using internet or BACS banking facilities must notify the Education Finance Team.
All schools are allowed to operate an online banking process. Online banking offers the facility to complete various banking functions via the website such as: 
· Checking accounts balances
· Transferring money between school accounts
· Setting up direct debit payments to suppliers
Payments through internet banking software should still be authorised by two people to ensure robust financial control.

Management of Overdrawn Accounts / Cash Advances
Schools must not become overdrawn on their accounts, or make arrangements for loans, or any other forms of credit, or deferred purchases without the written permission of the Secretary of State for Education and Employment. 
This restriction does not apply to Licensed Budget Deficits and cash advances operated by the Local Authority in accordance with the Scheme for Financing Schools. 
Where a school has cashflow difficulties that may lead to their bank account becoming overdrawn they must notify the Education Finance Team immediately regarding advancement of monthly cash payments. 
The Local Authority reserves the right to charge interest to the school where the bank account has become overdrawn.
Should a school experience cashflow issues and need early release of part of their next cash advance, an application should be made to the Education Finance Team and a cash advance form is available in the Financial Budgeting and Recovery Plan template. The form should be electronically signed by both the Head Teacher and Chair of Governors and be emailed to the Education Finance Team from the Head Teachers mailbox and copied to the Chair of Governors. 
The Cash Advance Oversight Group who will make the decision as to whether a new cash advance is approved and will also determine when repayment should commence. This Group has delegated authority from the Education Finance Oversight Board (attended by the Chief Finance Officer and Director of Education).
Schools must provide sufficient assurance and supporting details to confirm:
· Why cashflow issues are being experienced
· Demonstrate that this is only a short-term measure
· The repayment plan
· Demonstrate how the value of the cash advance has been calculated
· Provide supporting cashflow statements before and after the accelerated instalments
If a school becomes overdrawn and the bank notifies the Local Authority prior to the school notifying the Education Finance Team, the matter will be referred immediately to the Education Finance Oversight Group.
Funding and Income Paid into the Bank Account
The school bank account can be used for all income and expenditure included in delegated budgets except items related to unofficial funds, such as private or voluntary school funds.
Funding and income that may be paid into school bank accounts include:
· The schools delegated budget share processed by Waltham Forest
· Schools grant income
· VAT reimbursement by Waltham Forest
· Income generated by activities funded from school’s delegated budgets and extended school activities, such as
· Income from lettings, car parking
· Miscellaneous sales e.g. school uniforms, trips
Funding- School Budget Share
The amount to be advanced to schools is the total budget share for each particular school, comprising of the delegated budget shares and other grants. 
Instalments of the school delegated budget and grant allocations are normally paid by direct transfer to the school’s bank account monthly basis on or before the 18th of each month. There may be times when grants will need to be re-profiled, because some grants are subject to in-year variations by the DfE, so budget shares will be adjusted accordingly.
Place-led funding is included in arrangements for payment by instalments. Top-up payments for pupils with high needs should be made on a monthly basis unless alternative arrangements have been agreed.
The Authority is required to charge school budget shares with the salaries of school-based staff at actual cost. 

Discontinuing / Closing a School Bank Account
If a school fails to comply with any requirements of this Manual, and this gives rise to any financial liability falling on Waltham Forest Council, this amount will be deducted from a future advance. 
The Local Authority have the right to withdraw a school’s separate bank account or discontinue a school representative from being a cheque signatory if, in their opinion, proper financial control is not being exercised, or there had been substantial or persistent failure to comply with the requirements of the scheme for financing schools. 
In such circumstances, the Assistant Director of Children’s Finance will be kept fully informed of the reasons leading to this decision. The bank account can be restored if the school demonstrates a renewed capability to manage a bank account in a manner considered acceptable by the Assistant Director of Children’s Finance.

9. Value Added Tax (VAT)[image: Tax outline]
Introduction to VAT
This section is aimed at promoting greater Value Added Tax (VAT) awareness and is a basic framework and cannot (and is not intended to) answer all questions on VAT. Should you be in any doubt, you are advised to contact the Education Finance Team. 
The responsibility in relation to coding and accounting for VAT correctly, rests with each school. 
With complex or unusual matters, it is normal practice to seek assistance from the Council’s external Tax Specialists or HMRC prior to drawing a conclusion. 
When education is provided at no charge as is the case with Local Authority maintained schools, then the VAT consequences are that this is not “in business” for VAT purposes and the education provided is outside the scope of VAT, in other words, any closely related goods or services provided, at or below cost, are outside the scope of VAT, but the sales of other goods or services are taxed in the normal way. 
The main funding stream through which schools receive their resources, is the school budget. However, some schools manage private funds. Generally, funds in the private fund account are raised by groups or individuals closely associated to the school such as the governing body. It is very important that both the schools account and the private fund account are maintained and accounted for separately.
VAT Overview
VAT is a tax on consumer expenditure and is chargeable on all supplies of goods and services within the UK except those specifically exempted or zero-rated. It is administered by His Majesty’s Revenue & Customs (HMRC) whose officers may visit all VAT registered persons and organisations. 
As all schools operate within Waltham Forest Council’s overall framework, they are bound by the same conditions and regulations as the Local Authority and are registered under the Local authority’s VAT number. 
London Borough of Waltham Forest VAT Registration number - GB 248 2128 66
The general principles of VAT apply to the Local Authority and its schools in the same way as they do to other registered organisations. However, Local Authorities benefit from a more generous treatment. Local Authorities and Schools are allowed to reclaim most of the VAT that it has incurred on expenditure.
Schools VAT Reclaim Process
Expenditure in schools and across the Local Authority are charged net of VAT. The VAT element is charged to the VAT account and reclaimed monthly from HMRC. 
It is important that schools identify the VAT element of any expenditure, as well as charging VAT on income, where applicable.
Reimbursement claims submitted by schools’ form part of Local authority’s legal declaration to HMRC. It is essential that, in accordance with the Financial Regulations, reimbursement claims are accurate, certified by an authorised signatory and submitted to the Education Finance Team each month.
The advantage of submitting timely returns is it enables schools to be reimbursed efficiently to reduce the risks of any cash flow problems.
Schools will be monitored and audit will review how timely VAT claims are completed. 
It is very important that staff members who deal with income and/or expenditure are aware of the VAT rules and can recognise when VAT implications may arise across school activities. 
VAT must be processed correctly, as penalties may be incurred if errors are made, and schools are financially liable for any penalties incurred by their actions. Schools should ensure that they complete a monthly VAT reconciliation for the VAT Input/ Output balances shown on their balance sheet.
Input VAT- is the VAT paid to suppliers on goods and service bought
Output VAT- is the VAT that is charged to customers on the goods and service it sells
VAT rates do vary over time, and this is the latest link to Government guidance: VAT rates - GOV.UK
VAT Activities
The VAT system makes a distinction in the purposes for which the expenditure has been incurred. Transactions not carried out in the course of a business activity, are non- business and are outside the scope of VAT. 
As a general guide, a non-business activity for Local Authority is one where: 
· The Local Authority has a statutory obligation to undertake the transaction, and a monopoly over that activates 
· The Local Authority has a statutory duty through UK legislation to provide it, or where a statutory fee is charged. 
A business activity is one in which the supply is comparable with or potentially in competition with a supply made by a private sector body. 
Typical examples of business activities in a school are: 
· School lettings
· Car parking 
· Sale of clothing/ Sale of Uniforms 
· Sale of meals to staff & visitors 
Typical examples of non-business activities in a school are: 
· Primary & Secondary education delivery
· Educational school visits 
· Careers Service 
· Meals supplied to own pupils 
Since many of the activities undertaken by the Local Authority and Schools are part of its statutory functions and funded from taxation and central government grants, they are regarded as non-business activities. 
Under normal VAT regulations, the VAT incurred in providing these services would be irrecoverable. However, Local Authorities has been given a special status which allows it to reclaim the VAT incurred on activities which are non-business and, therefore, outside the scope of VAT.
VAT Penalties
HMRC may impose a penalty if you send a return or other document that contains an inaccuracy that: 
· Results in tax being unpaid, understated or overclaimed 
· Is considered careless, deliberate or concealed
These penalties are on top of correcting the original error and can be between 10% and 30% of the amount accounted for incorrectly plus default interest calculated from when the error was made. 
These penalties will fall on the budget of the school, which has made the error. There is no central provision for VAT penalties. 
The penalties can be costly to a school’s budget. If there is any doubt over the VAT treatment of a transaction, seek advice from the Education Finance Team in the first instance. Please do not contact HRMC direct. 
All invoices for purchases and supplies, and any supporting documentation such as cash records, must be kept for at least six years. HM Revenue and Customs has the right to see details of your financial transactions to check that the correct VAT has been recorded and declared. It is a legal requirement that records, and accounts be maintained of all taxable goods and services, which are received and given by the school. 
Records may be stored on paper, digitally or through your computerised accounting systems provided that these records can be accessed during inspections and audits.
Recoverability of VAT
The requirements from Schools to follow in regard to claiming VAT can be broken down into these key elements: 
1. Account for the schools VAT correctly  
2. Ensure monthly reconciliation of the school’s VAT account (taking into account any reimbursements received by the Education Finance Team). Any variance or discrepancies must be investigated and corrected immediately. 
3. Complete a monthly VAT return and send it to the Education Finance team with school’s other monthly returns. 
4. Keep all appropriate records


Input VAT
Input VAT is related to some of the school’s expenditure and is payable on goods and services required by a school to carry out its business. 
If this is accounted for correctly, the VAT paid by the school is reclaimable. Where goods and services have been provided or ordered, an original VAT invoice must be obtained.
· The VAT invoice must contain:
· Name and address of the supplier. 
· Name and address of purchaser (name of school). 
· VAT registration number of the supplier. 
· Invoice number
· Date of invoice and VAT point (usually the same). 
· The goods, services or work done itemised with quantity, price, cost and VAT category or percentage. 
· Unit price of goods or services, where appropriate 
· Total net cost without VAT. 
· Total VAT in each category or percentage separately. 
· Total to be paid on the invoice.
Some points for a school to note when receiving invoices for expenditure are: 
Discounts: If a discount is offered on condition that the customer pays within a specified time, the tax value is based on the discounted amount, even if the customer does not take up the offer. If the terms allow the customer to pay by instalments the tax value is based on the amount actually paid. 
Alteration of invoices: If an invoice received from a supplier is incorrect for any reason and needs alteration, a new invoice must be obtained from the supplier. HMRC will not accept manual alterations or photocopy invoices. The advice would be to get the incorrect invoice cancelled (the supplier issues a credit note) and a new invoice issued.
Registered supplier: A supplier not registered for VAT or not showing a VAT registration number on their invoices, is not entitled to charge VAT. 
In exceptional cases where VAT invoices are not provided prior to payment and a proforma invoice cannot be obtained; a VAT receipt must be obtained and filed with the payment document. 
Contract works: Where contract works or orders are paid by instalment and recorded in a contract register, a VAT receipt must be obtained before paying the next instalment.
Pre-payments: Certain types of payment (e.g. attendance at training courses) which require payment with a booking form and do not provide an invoice can be paid. A VAT receipt must be obtained at the earliest opportunity and filed with the payment record. 
Third party funds: VAT is also recoverable if the payment is made from funds donated to the council by a third party. For example, the council may recover VAT on goods and services purchased for LA schools or social services establishments paid for from PTA donations or Amenity Funds. However, the purchase must not be for the benefit of the donor or another third party, it must be freely given where the donor receives nothing in return.
Private fund accounts: The council cannot reclaim VAT on any purchases relating to the private fund accounts of schools. 
Petty cash: Controllers of petty cash payments quite often get just a till roll receipt, thereby making determination for VAT purposes difficult. Most suppliers will give a more detailed receipt on request which may help in determination of VAT.
Output VAT
Output VAT must be charged on some goods and services provided by Schools. Examples of where a school will be accounting for output VAT are:
· School uniforms attract zero rate of VAT, provided they are designed for Children under the age of 14. For 14 and older or oversized items these should be charged at the standard rate of 20%
· Sports facilities, letting facilities designed or adapted for playing sports is normally subject to the standard rate of VAT
· Rental of car parking spaces to the general public
Donations - Where a school receives a donation, which is freely given, it is outside the scope of VAT provided that the school does not provide anything in return. When there is a condition attached to a donation that gives a donor some kind of benefit, for example, free tickets or preferential booking to a school show or concert, advertising in some form or other etc, then the donation is subject to VAT. A simple acknowledgement of the donation is permitted, for example, a name plaque. 
Grants are outside the scope, where no goods or services are provided in return. This doesn’t stop the grant provider attaching conditions simply to ensure that the funds are spent for the purpose originally intended. VAT is not reclaimable on grant income. 
Sponsorships may be treated as donations provided the support is freely given and secures nothing in return. A taxable supply will not arise by a simple acknowledgement of support.
If ever in doubt, please contact the Education Finance Team (all contact details can be found at the end of this manual).


VAT Accounting for Capital
Where the Local Authority has a statutory duty to contribute all expenses of maintaining a school, for example, community schools, then any VAT incurred on purchases made by it in connection with these schools is recoverable.
However, in the case of voluntary aided schools the governing body retains statutory responsibility for certain capital expenditure, including when it is made from the school’s delegated budget. Therefore, in respect of any supplies which fall within the prescribed definition of such expenditure, the supply will be made to the governing body, even where the expenditure is met from the school’s delegated budget, and VAT incurred may not be recovered by the Local Authority. 
Governing bodies in England receive funding from the Department for Education (DfE) of up to 90 per cent of the cost of meeting these responsibilities.
Capital expenditure for which the governing body of a voluntary aided school is responsible is defined by DfE as expenditure relating to: 
· the existing buildings (internal and external) 
· those buildings previously known as 'excepted' (kitchens, dining areas, medical/dental rooms, swimming pools, caretakers’ dwelling houses) 
· perimeter walls and fences, even if around the playing fields
· playgrounds
· furniture, fixtures and fittings – including ICT infrastructure and equipment 
· other capital items (which can include capital work to boilers or other services)


10. School Asset Register[image: Barcode with solid fill]
Asset Register
All schools are required to keep an up-to-date Asset Register. All assets purchased should be entered in an Asset Register if the cost is over a specified value. The Authority’s recommended threshold value is £1,000. However, the specified value is ultimately up to the governing body’s discretion. In deciding the threshold value, the governing body should take the following into account: 
· Materiality of the purchase in relation to the school’s finances 
· Requirements of the school’s insurers
The register must include all capital assets (whether inherited or purchased), as well as all significant equipment and furniture. The school’s inventory needs to be checked periodically to ensure everything is included. Failure to do so may result in loss of equipment and may result in the failure of an insurance claim.
A good asset register would include the following information:
· Date of acquisition of asset 
· Description of asset including a unique identification mark such as a serial number
· Cost of the asset purchased 
· Source of funding 
· Location of the asset 
· Details of the disposal of the asset whether scrapped, sold or donated 
· Date of disposal 
· Details of the revaluation of an asset 
· Items used by the school but owned by others supported by a note of ownership
Security of assets is important, and the following pointers should assist:
· Secure equipment and other assets by means of physical and other security devices 
· Authority to access these secured assets should be clearly documented 
· All items in the asset register should be permanently and visibly marked as the school’s property 
· Any portable equipment that is vulnerable to theft should be clearly marked with the name of the specific school 
· Items of school property should not be removed from the school premises without the appropriate delegated authority.
· Regularly review and update the school's security policies to ensure they remain effective and relevant, including an annual review of security measures and procedures 
· Provide regular security training sessions for all staff members, covering the importance of asset security, the school's security policies, and how to use security devices and systems.
· Should property be removed from the school premises, the school should: 
· Establish the position relating to insurance before the assets are taken off site
· Be aware of the fact that assets on loan for extended periods or to a single member of staff on a regular basis may give rise to a benefit-in-kind which may be subject to a form of taxation 
· Keep a record of all the assets removed from the school premises 
· Update the record when the assets are returned.
Disposal of Assets
The governing body may dispose of revenue assets through sale, donation or scrapping. Any disposal of a capital asset must be made in accordance with the school’s policy on purchasing and disposal, and where the disposal involves land and/or buildings funded by the Local Authority, the formal advice of the Education Finance Team is needed. 
For every disposal the Governing Body or Headteacher must: 
· record the reasons for the disposal 
· be able to demonstrate that the assets are either obsolete or surplus to requirements
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Insurance
The governing body must notify the Local Authority promptly of all new risks, liabilities, properties or vehicles that require insuring, and any alterations that may affect risk or the level of insurance cover required.
The Local Authority must be notified of any fire, loss, accident or other event which may give rise to a claim under the Local Authority’s insurance cover.
Purchasing insurance can be expensive, therefore, as part of the school’s risk management strategy, it is very important that schools strive to reduce the risk of losses. In some instances, it may even be possible to minimise the risk. 
Some examples of how a school could reduce risk are: 
· Ensure buildings are secured when occupied
· Mark all moveable assets with indelible ink 
· Install a good quality alarm system / CCTV 
· Illuminate external areas
· Ensure staff receive appropriate training on securing assets 
· Carry out regular inspection and maintenance of the building and mechanical / electrical / plumbing systems
Schools who buy insurance through the Local Authority receive the same level of cover as referred to in the Council’s Insurance policy agreement, including voluntary aided schools.
If the governing body choses to arrange their own insurance, it must be demonstrated that the cover is sufficient for the Local Authority’s insurable interests and is at least as good as the relevant minimum cover that would have been arranged by the Local Authority. The relevant documentation will need to be provided as evidence on an annual basis.
A school may leave the Council’s insurance policy at the start of a financial year, but three months’ notice in writing must be given.
Instead of taking out insurance, a school may join the Secretary of State’s Risk Protection Arrangement (RPA) for risks that are covered by it. Schools may do this individually, alternatively primary and/or secondary maintained schools can join RPA collectively by agreement through Schools Forum to de-delegate funding.
Schools considering this arrangement should contact the Council’s Insurance Team to ensure that areas not covered by RPA can be met through additional insurance cover through the Council. 
Further information on RPA can be found here: Join the risk protection arrangement (RPA) for schools - GOV.UK
Cyber Security
Schools have the same level of risk regarding cyber security as any other organisation.
Schools should ensure they have access in controls in place for:
· Mobile phones- can allow access to the internet, so a policy should be in place on phone use for staff, visitors and students
· Controlled access to files- for both the school network and files on the cloud. Should ensure that there is an audit trail of who accessed what information and from where.
· Cloud storage- ensure there are appropriate safeguards as major suppliers provide security specific areas for schools. 
The National Cyber Security Centre provides specific information and guidance to schools: Cyber Security for Schools | National Cyber Security Centre
Fraud 
Fraud and corruption impact on the council’s ability to provide much needed services to their residents. This is exacerbated due to the financial situation currently faced by the public sector.
The council will not tolerate any fraud or corruption and will always seek to recover any losses and to punish those responsible. We will protect our valuable and limited resources, our residents and communities against those seeking to benefit from committing fraud against the council.
Whistleblowing
All schools should have appropriate procedures in place for whistleblowing. The governing body needs to ensure that staff and governors are aware of who they can report their concerns, and the way in which such concerns will be managed. 
This policy should cover:  
· Respect for staff confidentiality 
· Opportunity to raise concerns outside of the management line structure
· A proper way of raising concerns outside the organisation if necessary
Further information and the Council’s policy on Whistleblowing, can be found here: Whistleblowing | London Borough of Waltham Forest
Fraud Act
The Fraud Act 2006 defines the offences of fraud. Fraud can be committed in three ways, and if found guilty carry a sentence of up to 10 years imprisonment. 
· Fraud by false representation – e.g. a person, who uses a school order to obtain goods for their own use, would be guilty of this offence. 
· Fraud by failing to disclose information - e.g. a person, who fails to declare details of their income and savings when applying for Council means tested services, would be guilty of this offence 
· Fraud by abuse of position - e.g. a member of school staff, who uses their position to obtain funds would be guilty of this offence.
Schools are responsible for many millions of pounds of public money, and the council has a statutory and moral duty to prevent the fraudulent use or misappropriation of the income and expenditure it controls. Ensuring the establishment and maintenance of an adequate system of internal control is the responsibility of the governing body.
Key Fraud Risks
Below is a list of the common risks within schools that governors should be alert to and how they can impact the school:
	Fraud Risk
	Example
	Impact

	Recruitment
	Recruiting family members or friends (not disclosed) and not adhering to the recruitment procedures
	Person may be either not fit, or the best person to do the job. 
Accusations of nepotism and lack of objectivity in future decision making.

	Job Applications
	Applicants making false declarations about their experience, qualifications, right to work, criminal past etc. 
Checks on teaching and non-teaching staff not being undertaken
	Person may be either not fit, or the best person, to do the job. 
Child safety could be put at risk. 
School being liable to fines.

	Inappropriate Pay Awards
	Paying staff outside of the standard pay and conditions
	Inequality and financial loss.

	Off Payroll Payments
	Payments made to individuals via petty cash or invoice to avoid the individual’s and the school’s duty to pay Income Tax or National Insurance
	School could be made liable for any unpaid tax or National Insurance along with any fines imposed by HMRC.

	Staff Sickness
	Staff reporting themselves sick and then working elsewhere
	Financial loss to cover absence.

	Collusion/corruption in supplier selection
	Awarding contracts where there is a conflict of interest and not following procurement procedures, often in return for some form of inducement
	Not receiving value for money Potential for legal action by other contractors.
Financial loss to rectify poor quality work.

	Payments for goods and services
	Using the school’s ordering and payments systems to purchase items for personal use 
Cheques being used to pay for non-school related expenditure or being intercepted, altered fraudulently
	Financial loss

	Bogus invoicing
	Suppliers putting on pressure to pay invoices for goods not ordered or received
	Financial loss

	Mandate/CEO fraud
	Bogus approaches from fraudsters to change supplier bank account details to divert payments, or to request an urgent payment to be made supposedly on the instruction of a senior official
	Financial loss

	Inappropriate use of goods and services
	Using school equipment or materials or services for personal interests
	Financial loss to pay for replacement items

	Cash and assets
	Using unofficial funds for the benefit of staff rather than the school 
Theft of cash income and school equipment 
Loss of data
	Financial Loss.
Risk of fine if confidential information is stolen.

	Premises rental
	Unauthorised use of the school premises for events e.g. hall being used for social events
	Event may be uninsured.
Loss of potential income.
Additional cost to provide utilities, cleaning etc.



Minimising Fraud
Each staff member and governing body with delegated powers is responsible for ensuring that all reasonable steps are taken to prevent and detect occurrences of fraud and corruption. 
Minimising the risk of fraud and corruption can be achieved by ensuring that: 
· Staff are recruited in accordance with the council’s recruitment and selection procedures, and all the necessary pre-employment checks are performed. Some of the more important pre-employment checks include Disclosure and Barring Service (DBS) checks, qualification checks and recruitment checks 
· Internal controls to prevent and detect fraud are designed, established and regularly monitored 
· All parties involved in the school’s activities are aware of the school’s policy and codes on fraud and corruption 
· Staff who use the council’s whistleblowing facility are not discriminated against.

Internal Audit
Schools will periodically be visited by Internal Audit. The purpose of these audit visits is to provide assurance to the council, the Head Teacher and the school’s governing body that there are sufficient financial controls within the school to ensure that all statutory procedures are complied with, and they will also make recommendations for improvements to any potential risks identified.
· All maintained schools fall within the audit regime determined by the Local Authority and are subject to Internal Audit review on a risk-based basis.
· The purpose of a school audit is to assess whether adequate controls are in place to help prevent financial management weaknesses within the school that could result in budget overspend or inappropriate expenditure.
· The school to be audited will be contacted prior to each term and will be issued the standard terms of reference along with a proposed date for the site visit.
· Upon agreement of the date and confirmation of key contacts (including the School Business Manager, any external financial advisers and the Chair of Governors), a final Terms of Reference is issued by Internal Audit.
· A report will be issued within two weeks of receiving the final school response.
· Recommendations are rated based on the risks associated with the findings arising from the internal audit work and are linked to controls that are not in place or are not being complied with. Recommendations are rated as high, medium, or low priority.
· The highest opinion is Substantial Assurance - a sound system of governance, risk management and control exists, with internal controls operating effectively and being consistently applied to support the achievement of objectives in the area audited.
· The lowest opinion is No Assurance - immediate action is required to address fundamental gaps, weaknesses or non-compliance identified. The system of governance, risk management and/or control is inadequate to effectively manage risks to the achievement of objectives in the area audited.
· Where a school receives an internal audit opinion of Limited Assurance, a follow-up audit is undertaken in the next financial year. The follow up review seeks to confirm the implementation status for the high and medium priority recommendations, with reference to evidence, and that the control improvements are operating as designed and effectively.
Internal Audit’s approach is aimed at assisting school governors and headteachers and the Local Authority to establish and maintain effective systems of financial administration and stewardship.






Contact List
	Education Finance Team
	EducationFinance@WalthamForest.gov.uk

	Insurance
	Insurance-section@WalthamForest.gov.uk

	Internal Audit
	Internal.Audit@WalthamForest.gov.uk

	School’s HR
	SchoolsHR.Helpdesk@walthamforest.gov.uk

	SEN Payments
	SENDpayments@walthamforest.gov.uk

	Procurement
	Adam.Sargeant@walthamforest.gov.uk

	Traded Services
	Wftsfinance@WalthamForest.gov.uk

	Schools Energy Management
	Energyteam@WalthamForest.gov.uk

	Schools Health and Safety
	Healthandsafety@WalthamForest.gov.uk

	Schools Asset Management
	Timothy.sawka@walthamforest.gov.uk
Louise.lynch@walthamforest.gov.uk
Gustavo.abreu@walthamforest.gov.uk
(PFI queries only)

	LBWF LGPS
	pensions@wandsworth.gov.uk
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o Allmembers of the governing board, Headteacher, other staff members who can
influence purchasing and/or contracting decisions

o It must set out any relevant business/personal interests

o Any material interests arising from relationships between governors or
relationships between governors and school staff (e.g. spouse, partner, close
relative/connection) to be declared
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o Aninterest is anything that might influence an individual to take into
account another factor other than the interests of the school

o Anything that you perceive may put you at risk of being biased by putting
private considerations above the public interest or seeking preferential
treatment for yourself or those whom you are connected

o Entries to be made for those with NO interests, should be recorded as
None/Nil and signed
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Purchases £0 - £1,000

Purchases £1,0001 -
£10,000

Purchases £10,001 -
£100,000

Purchases £100,000 and

above

No specific number of quotations required, but value for money
still needs to be demonstrated
An official purchase order needs to be completed and approved

Two or more written quotations required
An official purchase order needs to be completed and approved

A minimum of three formal quotations must be obtained
Official order must be placed
An official purchase order needs to be completed and approved

Must seek approval from the Schools Finance Team to ensure that
key methods of tendering and OJEU rules are followed
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