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The Manual of Financial Guidance

Updated August 2015

Introduction

The manual of Financial Guidance provides a point of reference to assist schools in the management and administration of their delegated financial responsibilities.  

This Manual details financial policies and practices that are approved and recommended by the Local Authority and take account of all corporate and legislative requirements. Operational instructions on FMS 6 procedures are not included in this Manual.  

Who should refer to this Manual?

Primarily Head Teachers and school administration staff who are involved in the day to day financial management of schools. Additionally, the Manual will provide a useful background to school finance issues for Governors.
How do you use this Manual?

Each section provides commentary and guidance on the statutory and recommended financial procedures and controls in schools. 

Financial Procedural Queries

If school staff requires clarification of any issues within the Manual, please contact the Schools Finance Support Team.  

When will the Manual be up-dated?

The Manual will be continually reviewed and updated to reflect new requirements when necessary.  

What other documents / guides should you refer to?

This Manual should be used in conjunction with your school’s Financial Administration & Control Policy and the “Fair Funding” Scheme (which includes Financial Regulations).
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Budgeting

Annual Budget Plans

Why are budget plans needed?

Budgeting allows financial resources to be allocated, measured and monitored. It provides a coherent framework to illustrate how the school’s spending relates to the targets and objectives set out in the School Improvement Plan (SIP).  

What is “good” budgeting?

Good budgeting means not incurring a deficit and equally not carrying over large unspent balances over a long period. Any balances beyond a small contingency should accrue for a specific purpose. 

Preparation of the Annual Budget

Once a school has gained an idea of likely needs and requirements, budgets can start to be prepared and developed.  Stages in preparing budgets include:

· Identify funding 

· Allocate resources 

· Monitoring and review

Identifying Funding 

Income can be received from the following sources:

1. Delegated school budget share (SBS) 

The delegated SBS will be based on an allocation of funding per pupil as at the January School Census (Age Weighted Pupil Unit - AWPU), together with an assessment of other factors that determine local funding levels.

The LA will notify schools of their delegated SBS at the end of February, based on the School Census as at last October.
2. Surplus Bank Balances

Balances may have accrued from contingencies or underspends on previous allocations. Care must be taken to ensure that these funds are not already committed to ongoing developments. 
3. Other Grants
Revenue funding through other ‘direct’ grants from Children and Families Department and other sources is now a fundamental element of school funding. As some grants are ring-fenced for specific purposes, schools should ensure that appropriate budgets are set to adhere to these requirements.
 4. Fees and Charges
This income relates to lettings fees etc.  For prudence purposes, estimates for such income should be conservative.  

A summary of when schools are informed of the various funding allocations is shown in Table 1.

Table 1
	 
	

	February
	· Delegated school budget shares and Devolved Capital for forthcoming financial year

	July 

December

March 
	· Early Year termly adjustments
· Pupil Premium adjustments

· School Action Plus termly adjustments

· Universal Infant Free School Meals (in July)

	Ad-hoc
	· Other funding may be announced at any time by Central Govt


Allocation of Funds
Budget allocations should reflect the priorities and legal requirements of the school as set out in the school’s strategic plan.  

The Allocation Process

Budgets should be allocated in the following order:

1. Statutory curriculum coverage

2. Other legal requirements
3. Support services

4. Other unavoidable costs (e.g. heating, lighting, insurance and rates). 

5. Remaining balance should be allocated in line with the School Improvement Plan (SIP).

How much should be allocated to each budget heading?   


There are two elements to this process; firstly, to determine the needs of the school and secondly, to accurately cost those needs. It is important, therefore, to collate and analyse reliable and accurate information on all factors that are likely to affect budget decisions.

Over-riding factors to consider when determining the budgetary needs are:

· pupil number forecasts 

· curriculum requirements 

· human resource requirements 

These factors are fundamental in arriving at the schools base budget allocation.  

Pupil Number Forecasts

Forecasting pupil numbers as accurately as possible is quintessential due to its direct impact on funding as well as implications for staffing, curriculum delivery and accommodation.  

Schools should ensure they utilise all available sources of information such as census information, LA data, local feeder schools information, historic trends and admission policies.  

It is advisable to consider different pupil number scenarios to ensure that baseline funding will be sufficient to meet needs.  

Human Resource Requirements

Staffing is by far the most significant ongoing cost and will generally be driven by pupil numbers and curriculum requirements. The planning stage should reflect possible variations in staffing levels and the effects on the budget.  

In reviewing staff requirements, schools should have regard to the available funding and consider the age profile of staff and salary structure, individual development needs and the mixes of full-time and part-time staff, temporary and permanent staff and teaching and non-teaching staff. Schools Finance can provide a spreadsheet to assist in the calculation of staffing budgets.

Curriculum Requirements

Although a broad curriculum is determined at a national level, each school must determine a method for its delivery in terms of resources, staffing and accommodation requirements. This should be reflected in the school's overall objectives and will be congruent with the School Improvement Plan.
Budget Allocation Methods
Once the spending priorities have been ascertained the actual budget allocation must be determined. As financial resources are precious, it is imperative that the budget allocations are realistic and accurate.  The following costing methods will assist this process:

· Zero Based Budgeting





This method involves starting with a blank sheet of paper (zero base) and calculating / estimating the resources needed to fulfil the needs or objectives.  Such an approach will remove any budget slack and ensure an accurate budget allocation. However, this “Zero Based” approach can be time consuming so non-staffing budget headings should be reviewed cyclically over several years.  Staffing budgets are already zero-based annually.
· Incremental Budgeting



This is the most commonly utilised method. It assumes that actual expenditure incurred in the previous year as a base cost, which is then increased by an inflationary factor. It is imperative, however, that the previous years costs are reviewed so that any “one-off” or unusual occurrences are not incorporated into the new budget allocations. This method is only appropriate for budget headings where the needs, objectives and legal requirements are consistent with the previous year.

All budget allocations should be periodically zero-based as incremental budgeting may simply perpetuate past inequities. Obviously, where specific factors affecting the budget are known, these should be built into the budget projections.

Budget Base
Once the costing methods to be used have been determined, the school’s new annual Base Budget should be prepared.  This is effectively the cost of the school delivering the national curriculum and performing any other statutory duties.  In addition, any funding received that has a prescribed use must be allocated accordingly.   

Where Funds should be Allocated

The annual budget plan form provides a detailed breakdown of specific budget allocations.  The main expenditure headings that will be used are:
	· Staffing

· Teaching

· Non teaching
	· Supplies

· Teaching consumables

· Teaching equipment etc 

	· Premises

· Energy

· Maintenance

· Cleaning

· Rates

· Insurance
	· Other Services

· LA/contractor buy-back

· Grounds maintenance

· Meals

· Finance

· Personnel




Budget Surplus

If, after the Base Budget has been prepared, it is likely that there will be a budget surplus, this should be committed in line with the priorities set out in the SIP or earmarked for specific future needs. This ensures that pupils benefit from a planned approach to spending that does not deprive them of resources in given year. Any new initiatives should be carefully appraised for all likely costs and benefits and their financial sustainability in future years.

Contingency

Irrespective of the quality of the budget projections, there is always a risk of unforeseen events that can have a significant impact on a school budget. It is prudent and good practice, therefore, to include a contingency balance in the budget.  Experience and past performance should dictate this amount. Retaining a surplus balance is also advisable to smooth out staffing variations that may result from fluctuating pupil numbers. Normally contingency balances should not exceed 5% of the total funding received during the financial year.

Over-Committed Budget Allocations

If the initial calculation of the Base Budget allocations exceed the funding available action must be taken; opportunities to increase income should be explored and expenditure headings reviewed for areas where savings could be made. This may entail prioritising tasks (in line with the SIP) and deferring projects/expenditure until more funding is available.  

Finalising the Budget
Once the different options have been considered a draft budget should be prepared for full Governing Body approval and finalisation. After approval, as part of the finalisation process, the budget should be communicated to staff with responsibility for budget headings so that everyone is aware of the overall targets and how to contribute to implement and achieve them.

The budget should be accompanied by a statement of assumptions and a ranking of priorities so that if circumstances change, it is easier for all concerned to take remedial action.  

A budget plan should be completed (see Financial Forms section) which must be submitted to the Schools Finance Section during May each financial year (unless otherwise requested by Schools Finance).  A specific date will be determined each year.  If either the Full Governing Body has not met by this date or met before the budget was finalised, the budget plan must still be submitted “subject to approval”.  Schools Finance must be formally informed of any changes to this submission.  

Changing the Budget

Virement within Budget Share

Budget monitoring may highlight issues that require the existing budget allocations to be changed. Variations can result from changes in the day to day spending needs of the school against plans, but will still be in accordance with the stated objectives of the school. The transfer of all or part of a budget allocation from one expenditure (or income) heading to another is known as a virement. 

Informing the LA of Changes to the school budget plan
Budget Virements between Pay and Non-Pay Headings

Virements between pay and non-pay budgets will affect the cash advances i.e. increase or decrease the amount in the school’s bank account.  Where this occurs, a Virement Form (see Financial Forms section) must be completed by the school and forwarded to Schools Finance Support. 

Approval of Budget Virements

This will depend on the financial procedures that are operated within each school.  Recommended practice is for the Head Teacher to authorise virements below a predetermined value (e.g. £1000) and for the Finance and General Purposes Committee to be informed. The Finance and General Purposes Committee should approve Virements that exceed the Head Teacher’s delegated authority e.g. (£1000).
Reviewing and Monitoring

The annual budget plan is a working document, which should be revised throughout the year as circumstance change.  Budget monitoring procedures should ensure that variances are promptly highlighted so anomalies can be investigated and appropriate action taken.  

Financial performance should also be measured by making comparisons with previous years and with other schools.  

Yearly comparisons will help identify ad hoc discrepancies, anomalies or poor performance.  

Comparisons with other similar schools will provide useful benchmarking data that can highlight budget allocation anomalies. The Audit Commission has developed a website to enable schools to undertake such comparisons, which can be accessed at https://sfb.teachernet.gov.uk/login.aspx. The similarity of schools can be determined by various factors e.g. type (primary/secondary/special), pupil numbers, demographics etc.


FINANCIAL MONITORING AND REPORTING
Schools are responsible for managing their delegated financial responsibilities.  This includes monitoring financial performance against budget plans and preparing financial reports for various stakeholders.  

Principles of Review

An important part of any financial management system is to review the information produced.  This will ensure that:

1. Information is being produced and financial records are being adequately maintained

2. Actual performance is monitored against the expected performance or budget.

Once appropriate information has been extracted from the school's financial system it can be manipulated to assist schools in:

· planning and budgeting

· evaluation of actual results against budget

· monitoring and decision making.


Internal Reviews
These should be regular and systematic and will normally be carried out by the bursar/school financial administrator. The initial review should identify variances between actual performance and budget targets.  
The bursar/school financial administrator should investigate any variances and, where appropriate, obtain explanations from the budget holders in order to consolidate the information for the Head Teacher and Finance and General Purposes Committee (F&GP).

The following management information reports and processes are recommended for internal review purposes:

1. Monthly budget monitoring reports comparing actual income and expenditure, including sums committed but not yet paid, and outturn estimates against the approved budget. These reports should be reconciled with the LA’s.  

2. Where departmental budgets are in operation, budget holders should receive and review monthly reports comparing expenditure and commitments against their budgets. The Head Teacher should periodically review these reports and take action where necessary.

3. The Head Teacher should ensure that budget monitoring reports highlighting significant variances against the budget, together with explanatory notes and proposed remedial action (including virements) are submitted to Governors at least termly. 

4. The Head Teacher should monitor expenditure against the School Improvement Plan priorities.

5. A cash flow forecast should be prepared to ensure that the sufficient funds will be available to cover the expected cash requirement.  

Reports to Governors

The information prepared including explanations of any variances should be presented to the F&GP at least each term.  This Committee will then be in a position to review the overall financial position of the school.

Governors should determine the format of these reports, which will normally avoid too much detail. Most reports need only include totals of income and expenditure, assets and liabilities, as reported in the annual financial statements with information on the major issues such as the projected surplus or position of capital projects. More detailed analysis should be provided where significant variances exist. 

Reports on the overall financial position should also be submitted to each full governing body meeting, with salient financial issues highlighted. The Governing Body must ensure through its monitoring and review arrangements that the school seeks economy, efficiency and effectiveness in using resources and is achieving Best Value.

Reports to Budget Holders

Some schools, particularly secondaries, will delegate budgetary responsibilities to departmental heads or other senior teachers.  These budget holders will require regular detailed reports to enable them to monitor actual expenditure against budgets.  The Headteacher should also receive summaries of these reports in order to retain an overall knowledge of the financial position of the school.  

Financial Comparisons


Financial performance should also be measured by making comparisons with previous years and with other schools. Yearly comparisons will help identify ad hoc discrepancies, anomalies or poor performance.

Comparisons with other similar schools will provide useful benchmarking data that can highlight budget allocation anomalies. The similarity of schools can be determined by various factors e.g. type (primary/secondary/special), pupil numbers, demographics etc. The Audit Commission has developed a website to enable schools to undertake such comparisons, which can be accessed within www.teachernet.gov.uk.  

Schools Finance Support Section can either assist schools to undertake this work or perform and interpret the comparisons on the school’s behalf.
  

Reporting to the LA
Schools’ accounts form part of the overall City Council accounts and the City Treasurer is statutorily obliged to maintain these in a prescribed form. Consequently, all income and expenditure must be recorded against an appropriate code from the approved structure.  

The end of year accounts of the City Council will include both employee-related expenditure recorded centrally (for most schools) and all non-employee related expenditure transactions derived from FMS6. Consequently, all financial transactions must be entered into FMS6 promptly and accurately.  

Reconciliation

Schools must perform a monthly reconciliation to ensure that the balances recorded in the FMS6 agree to the balances held in the bank and on the corporate accounting system (Oracle).  This reconciliation is recorded on a REC 1 form.  

Schools must submit to the Schools Finance Support Section each month:

1. A completed REC1 form. This must show that both the bank reconciliation and accounting/FMS6 reconciliation have been completed in accordance with Schools Finance Support Team’s requirements (see section ‘Reconciliation’).

2. A Full VAT Report from FMS6. This report analyses VAT on an individual code basis, enabling the LA to prepare statutory Customs and Excise Returns and calculate the VAT reimbursement for each school.  

In addition, each school must submit a copy of the bank statement as at 30th September and 31st March each year (with the relevant REC1’s) to the Schools Finance Support Team.

Cash advances may be withheld if complete financial reports/records are not submitted on a regular and timely basis to the Schools Finance Support Section.

Schools Using External Payroll Providers

All salary and wage payments must be made in accordance with the LA’s financial regulations.

As the LA is the responsible employer for school staff it is legally required to prepare and submit statutory returns to the Inland Revenue for earnings, pensions, National Insurance and income tax. All schools will be charged for this service. Schools not using the LA to make staff payments will be required to provide full employment and staff payment details to the LA, in a format determined by the City Finance Department. These details must include a breakdown of earnings, pensions, National Insurance and income tax for each school employee.

Each school is responsible for ensuring that the appropriate tax deductions are made for all payments made to staff.  Failure to do this may result in considerable fines being imposed by the Inland Revenue. 

Fines are also likely if false declarations are provided to the Inland Revenue. If a declaration error is due to inaccurate information provided by the school then the subsequent fine would be charged to the school’s individual budget.  

Newly Operational Schools

New schools (i.e. a school that has not previously existed) will be required to submit monthly outturn report to the LA for the first year of operation.

The LA will review the financial monitoring arrangements based upon an analysis of the school’s financial position, the accuracy and timeliness of returns submitted and other issues arising from audit reviews or other financial assessments.

Initial budget plans for these schools must be submitted to the LA by the end of the first month of operation.  

Schools with Financial Difficulties

Where the LA has concerns over the financial circumstances or management in a school, additional or more frequent reports will be required. The exact requirements will be determined by the specific circumstances. 

Medium Term Financial Planning

The LA encourages the preparation of medium term (3 years) financial plans in schools.  Such planning assists schools and the LA by:

· Providing governors with an opportunity to ensure all school activities, in particular those contained in the School Improvement Plan are integrated into the financial planning processes.

· Providing financial information for decision-making purposes, for example staff recruitment.

· Encouraging schools to consider the various internal and external factors under which they operate and assess how they influence and affect the education provided within the overall amount of funding available.

Schools Finance Support Section has developed a medium term financial plan tool to assist schools with this process. 

The Accounting Basis for Reporting

Financial reports / statements can be based on cash, commitment or accrual basis.  

Cash Basis

Reports prepared on a cash basis detail income and expenditure that has actually been received or spent.  The following reports are prepared on a cash basis:

· REC1

· Full VAT Submittal
 Cash Flow Statements must also be prepared on this basis.  

These schools are requested to inform the LA (under separate cover) at the earliest indication of potential short-term cash flow problems. This provides additional information to the LA about a school's underlying cash flow. 

Commitments

This method should be used for all budget-monitoring reports and is based on actual expenditure plus amounts committed e.g. orders placed with suppliers.  

Accruals  

All statutory accounting statements must be prepared on an accruals basis. This method requires income to be recognised at the point when it is due (i.e. receivable by the school), whether or not the cash associated with the transaction has actually been received. Similarly, expenditure is recognised at the point when the goods or services are received (i.e. when the liability to the supplier arises), whether or not an invoice has been received or payment made.
PROCUREMENT

 Introduction
This section provides guidance to schools on the procurement of goods and services.  
Statutory requirements are detailed together with recommended best practices on procurement procedures and internal control.

It is the responsibility of the school Governing Body to ensure that there are adequate procedures and that there is an appropriate segregation of duties to ensure that the risk of error or fraud is minimised.

Schools should, therefore, review their procurement procedures and policies annually to ensure that financial regulations are being adhered to and that Best Value is being obtained for the goods and services purchased by the school. 

Head Teachers have a duty to ensure that any expenditure that is incurred through the school budget or the school voluntary fund is appropriate and for the purposes of the pupils of the school.

Examples of inappropriate expenditure include:

· Congratulations or get well flowers

· Christmas gifts for members of staff

· Leaving presents for members of staff

· Christmas meals for members of staff

· Retirement party for a member of staff

· A staff thank you meal that includes partners

· Tea and coffee facilities

All of the procedures included in this SECTION should be incorporated into the school financial administration policy.

General Principles
The main elements of a purchasing system are:

· Assessment and selection of suppliers

· Ordering 

· Receipt of Goods or Services
· Processing Purchase Invoices
· Payments.
Prior to placing an order the school should follow procedures relevant to the type and value of the purchase. In all cases the school must ensure value for money is obtained and adhere to Best Value principles – as detailed in the Delegated Fair Funding Scheme. In particular, schools will continue to adhere to the City’s Financial Regulations. 

Schools have a responsibility to maintain the integrity of the public funds that are delegated to them and be seen to do so. This entails three distinct aspects:

· Probity - to demonstrate that all parties are dealt with on a fair and equitable basis and that there is no private gain, favouritism or corruption involved in the contractual relationships of the school

· Accountability - the school is publicly accountable for its expenditure and the conduct of its affairs and

· Value for money - to demonstrate economy, efficiency and effectiveness in the use of public funds.

Budgeting
Purchasing is inextricably linked to the budgeting process. Schools must have a mechanism in place to monitor levels of commitment against budgets and consideration must always be given to whether there will be adequate funds available to pay for an order before it is raised. 

Delegation of Budgets
 The Governing Body is accountable and has overall responsibility for all delegated budgets. The day to day management of the budget, however, is delegated to the Head Teacher who will either divide the budget between budget holders and monitor expenditure incurred, or authorise any direct expenditure against their budget prior to an order being placed.

In addition to authorising transactions, Head Teachers and budget holders will need to supervise staff to whom they have delegated authority. This supervision may be shared with the Bursar/Finance Manager in order to ensure transactions are carried out in accordance with the school's financial procedures and that they have been correctly authorised.

Choosing a Supplier

Contracting and Best Value

Best value requires schools to consider how, what and why they purchase services and spend their funds. There are 4 main elements to best value, which schools should consider as follows:

1. Compare – the current service levels and costs against other similar schools.

2. Challenge – why the service is needed and how it is provided.

3. Consult – with stakeholders and users of the services (parents, pupils, teaching and non-teaching staff and governors) to gain their opinions.

4. Compete – consider the alternative suppliers of services and assess their competitiveness against cost, standards and quality. 

Schools should consider whether the service is necessary, the required service level, budgetary constraints and alternative methods of service provision. When considering the provision of services schools should consider three options:

· In-house provision

· LA sold services

· External contractor.

Each option should be evaluated for price, quality and service. 

Schools should consider the quality of services received in the past, the expected future quality of service and cost. 

Where in-house provision is being considered the disruption of current activities, overload of staff, quality and expertise, cost of management and administrative time, and management risk should be considered.

Governing bodies must expressly prohibit the fragmenting of contracts in order to avoid tendering requirements.  Similarly, schools must consider contract timescales that exceed one year as additional savings can often be obtained.

Value For Money (VFM)
Schools must be able to demonstrate VFM on all purchases made. There are three main elements to VFM - economy, efficiency and effectiveness - although the boundaries are often not clearly defined:

· Economy is minimising the costs of resources used within schools, having regard to the appropriate quality

· Efficiency is the relationship between output, in terms of goods, services or other results, and the resources used to produce them

· Effectiveness is the extent to which objectives have been achieved and the relationship between the intended results and actual results of an activity.

The school must always have regard to Best Value and VFM.  This may not always result in the purchase of the cheapest goods or service as consideration must be given to other factors such as quality, suitability, delivery date, credit terms, reliability of supplier and the financial position of a supplier. Volume discounts and credit terms should be taken into account both when placing orders and when making payment.

All contracts / orders must be placed on a competitive basis and, in normal circumstances, the lowest tender or price accepted; where a different decision is taken the reasons for it must be documented and reported to the Governors.  Contracts should be reviewed and re-negotiated at regular intervals. 

Purchasing Consortia
A purchasing consortium is where a number of schools act together to purchase goods or services for their own use or for use by the consortia members. This mechanism can provide each school with greater bargaining power and the ability to negotiate more favourable terms and conditions e.g. volume discounts from an ability to buy greater quantities.

Arrangements may become complex and schools need to ensure that costs in terms of administrative time do not outweigh the benefits.  Schools also need to retain sufficient control within arrangements to ensure that their needs are met.

Quotations
The LA’s Financial Regulations 33(9) and 35(9) detail quotation and tender requirements; these procedures promote value for money and must be adhered to.  In summary, the regulations are as follows:

For orders under £1,000 in value, it is the responsibility of the Headteacher to ensure that the officer ordering the work, goods, materials or services has taken reasonable steps to achieve value for money.  This could be achieved by:

· holding stock of a number of trade catalogues

· bulk purchasing of common consumables

· negotiating discounts

· taking advantage of sale seasons

· taking advantage of Nottingham City Council’s negotiated supplier discounts

· obtaining alternative quotations wherever possible

For orders over £1,000 but below £5,000 in value, it is the responsibility of the Headteacher to ensure that the school has taken the same reasonable steps to secure best value, and that such steps have been documented and retained. In practice, the most straightforward method of achieving proof of best value is by obtaining and documenting quotes and tenders from at least 3 suppliers.

For orders over £5,000 in value it is the responsibility of the Headteacher to ensure that the school has obtained written quotes or tenders from at least three recognised suppliers. The Finance & General Purposes Committee (F and GP) should then consider the quotes/tenders before deciding which supplier to award the contract to. The F and GP should, under normal circumstances, opt for the lowest quotes/tenders. If the lowest quote is not accepted the reasons should be clearly documented in the minutes of the F and GP Committee meeting in which the decision was made.

The school must retain all documentation supporting quotation and tender decisions. 

Approved List of Suppliers   
Schools should endeavour to use suppliers from the LA’s approved city-wide list. However, other suppliers may be used providing value for money can be proven. Orders should only be placed with suppliers who have a proven capacity to provide quality, quantity and timely delivery at a competitive price. 

Advice on approved suppliers for general purchases e.g. I.T. equipment or stationery is available from the Procurement Section.

A list of approved suppliers (Select Lists) for different types of building / construction work, goods, materials or services is held by Design and Property Services, Support Services Section of Nottingham City Council.  Upon request, the Design and Property Services will provide details of three or more suppliers in accordance with the approved rotational selection procedures.

Orders 
All orders processed should be subject to the following procedures:

1. An official written / printed order must be raised for all purchases and processed as soon as an agreement has been made with a supplier and before goods are received. Only in exceptional circumstances should orders be made verbally and these must be subsequently confirmed in writing. Where orders are faxed, care should be taken to ensure that the LA’s standard terms and conditions are also sent to the supplier. 

2. All orders must be logged through the FMS6 system.

3. All Orders should be uniquely numbered. 

4. The relevant budget holder must approve orders prior to processing to ensure that budgetary provision is available. 

5. Orders above a pre-determined amount (£1,000 is recommended) should be approved and signed by the Head teacher before being sent to the supplier.

6. Where value and/or delivery dates are critical these should be stated on the order.  

7. All copies of spoiled orders should be marked as such and retained for completeness.

8. Orders and requests for quotations should be clear and specific to avoid any misunderstanding.  The following are relevant considerations:

· detailed specification of requirements

· quantity

· delivery date and address - the address should always be the school's address except in exceptional circumstances where specific authorisation is given

· quotation reference, authorisation and date (if an order) or

· medium of communicating a quotation e.g. telephone or letter (if a quotation)

Receipt of Goods or Services
All goods and services should be checked on receipt against the copy order for quality and quantity.  This check should be recorded (signed for) on the copy order. Delivery notes should be attached to the relevant order. The carrier/supplier should be notified promptly of any shortages or rejected items.  

 The school should maintain clear policies on returned goods. A procedure will be required to ensure that replacements or credits are received for all returns.

Processing Purchase Invoices

Payment Documentation

Payments should only be made against original invoices and never photocopies, delivery notes, statements, faxes or reminders.  In the event of the original being lost, a copy must be obtained from the supplier, and must be clearly marked as such.  

Non-Invoice Payments 

Goods and services should not normally be paid for until an invoice has been received. However, there may be occasions when suppliers insist on the payment being made with the order. In these circumstances all supporting documents must be attached to the order form. There is a degree of risk with all non-invoice payments; consequently, it is essential that suppliers who insist on these terms are appropriately vetted.

Invoice Certification Procedures

Before an invoice is paid the following checks must be undertaken and confirmed:

· the work, goods, materials or services to which the invoice relates have been received, examined and approved to be of an acceptable quality and standard and accurately reflect those ordered by cross reference to the relevant purchase order document

· the invoice details are correct (including arithmetic, discounts and taxation).

Evidence that these checks have taken place should be recorded on the invoice  - a rubber stamp grid is ideal.  

All invoices should be checked and authorised by approved staff only. 

FMS6

Invoices must also be tagged against the order and approved on the schools FMS6 system.

Payments

General

Each school should establish its policy and procedures for making partial payments, taking account of cash discounts and the settlement of disputed items.

In addition, it is recommended that schools adopt the policy of regularly reporting payment performance to the governing body's finance committee.   

Payments Terms

Payments to suppliers should be made in accordance with the terms and conditions of supply, taking into account any worthwhile discounts offered for prompt payment. Use should be made of normal credit terms (usually 30 days) offered by the supplier. However, deferred payment terms may constitute borrowing, particularly if there is a financing charge implicit in the agreement. If in doubt, contact the Education Finance Section.

Cheque Signing

Cheques must always be signed in accordance with the bank mandate, which should include the following: 

· All cheques must be signed by two approved signatories.

· The Headteacher must be one of the signatories for cheques exceeding £1,000.

· The Headteacher or Deputy Headteacher(s) must be one of the signatories for cheques exceeding £500.




· The LA recommends that cheque signatories do not include governors.

Under no circumstances should cheques be pre-signed. Where potential cheque signing difficulties are identified, alternative signatories shall be sought.  Bank mandates should incorporate this flexibility wherever possible and a minimum of three signatures must be maintained on the mandate.

FMS6

The schools FMS6 system must be updated (“print cheques”) to provide evidence that the payment has been made.

Segregation of Duties 

Duties should be properly segregated between approved officers / teachers so that one individual does not record and process a complete procurement transaction i.e. there should be a separation between the duties of ordering, receiving and authorising payment for goods and services. Such segregation reduces the risk of error or intentional manipulation through checks built into the routine system and protects individuals against accusations.

Segregation in Practice

In many schools it will not be possible to segregate all of the procurement-related functions between different staff. The Head Teacher must ensure, however, that more than one approved member of staff is involved in the ordering and payment authorisation processes. 

Internal Audit will review segregation of duties as part of their audit procedures and will advise schools accordingly if alterations to the financial systems are required.

Declaration of Pecuniary Interests

Any member of the school staff or governing body must disclose any interest that they may have, including that of relatives and friends, in any procurement decision in which they may be involved.  Schools must maintain a Register of Pecuniary Interests to record these declarations.

When staff or governors declare an interest they should not participate in the purchasing or recruitment decision.  

ACCOUNTING FOR INCOME

Introduction

In addition to the delegated budget and other funds devolved to schools by the LA, schools are likely to generate income from activities such as lettings to outside organisations.  This section provides guidance on the practicalities of collecting and accounting for such income within the school accounts.

Income in the context of these paragraphs refers to official income for payment into the school budget.  For recommended rules concerning the recording and controlling of School Fund Income you should refer to the separate School Funds section of this guide.

This section will deal with:

· Issuing Debtor Invoices

· Receiving Income

· Banking Income

· Income From Other City Council Establishments

· Accounting For VAT

· The linking of codes within the same cost centre

Issuing Debtor Invoices
Debtor invoices are a standard pro-forma that schools are able to send to individuals, associations or societies that have utilised goods, facilities or services provided by the school.

The information that must be included on all Debtor Invoices raised is:

· Name and address of the receiving individual, society or organisation.

· Quoted order number from receiving customer. 

· VAT registration number.

· Date of transaction

· Details of goods or services provided.

· Accountancy code for corresponding credit (must be an income code).

· Appropriate VAT code.

· Payment terms.

The FMS6 system can be set up to automatically generate the majority of this information.

The Governing Body may set any payment terms, so long as these terms are documented. However, the generally accepted payment period is 30 days.

Schools should ensure that all pro-forma invoices are stored securely and are only used to collect income due to the school.  Schools should not:

· Allow use by individuals for personal use.

· Allow use by non-authorised personnel.

· Use photocopied invoices.

· Lend or borrow invoices to/from other schools.

Receiving Income
Schools are likely to receive income from a number of sources. This may be as a result of payment being made in respect of a debtor invoice despatched from the school.  Alternatively, the income may be as a result of income generated without a debtor invoice (e.g. phone box income) and this is referred to as non-invoice income. Once income has been received the process is as follows:

1. Check the amount that has been paid for validity. If the payment is as a result of a debtor invoice, is it a part payment or does it satisfy the whole of the invoice?

2. Count any cash to ensure that it is the same amount as is being offered by the payer.  

3. Check dates, signatures and amounts on cheques.

4. Record the income as being received on the FMS6 system. The income will have to be either matched to a debtor invoice that has previously been raised or recorded as non-invoice income.



5. Produce a receipt. In most circumstances, although not in all, the payer will require evidence that they have paid income to the school.  The FMS6 system has the facility to produce such a receipt.









6. Promptly pay cash/cheque in to the school bank account. In the event that it is not possible to pay the amount in to the bank immediately, schools should ensure that such amounts are stored in a safe or other lockable cabinet.

Banking Income

Schools currently have a number of options when banking income:

Option one is to physically deposit the income at a branch of the bank or building society with which the school holds an account.

For those schools who bank with the Lloyds bank, who provide banking services for Nottingham City Council, two additional options are available:

Option two is to physically deposit the income at a nominated post office.




Option three is to include the income along with the income collected on behalf of Nottingham City Contract Works for school meals.  Schools opting for this method should provide two Bank Paying in Slips inside the bag collected by security van.   Income paid in through this method, however, will initially be deposited in to the main Nottingham City Council income collection account. From this account it will be cleared to individual school bank accounts by BACS transfer on a regular basis. It should be noted, however, that this will naturally result in a greater delay between income being paid in and that same income appearing on the school bank statement.

In all of the above options it is important that a paying-in slip is completed.  This slip should detail the amounts to be paid in, in terms of cheque details and cash denominations.

Detailed notes on banking are covered in a separate section.  

Income from Other City Council Establishments
As schools operate their own cheque accounts, debtor invoices must still, in most circumstances, be raised for services provided to other Nottingham City Council departments and schools. 

The only exception to this is where the transaction is payroll related (e.g. staff salary apportionment) and both parties utilise the City Council’s Payroll Services. In these circumstances an ‘Oracle Amendment form’ should be used.  These forms have the effect of charging the accounts of the school/department receiving the goods or services and crediting the payroll related codes of the supplying school/department.

In these cases the schools bank account is by-passed as the cash relating to school payroll budgets is still held within the general Nottingham City Council bank account.  Copies of the relevant forms have been included at the end of this section.

N.B. Where services are provided internally (to other City Council establishments) there should be no charge made for VAT.

Accounting for VAT
As an agent for Nottingham City Council each individual school is responsible for ensuring that VAT is accounted for correctly. This responsibility incorporates the duty to collect VAT on behalf of HM Revenue & Customs.

It is necessary, therefore, for schools to be aware of which types of income generation attract VAT and how to deal with such income when it is received.  Typical examples of VATable and Non-VATable supplies are listed below:

Taxable

· Income collected for use of the telephone for private purposes

· Income collected from coin operated telephones

· Letting of premises at a premium rate to non-education organisations (e.g. sports)

· Resale of food attracting VAT (e.g. chocolate covered biscuits)

· Charges made for personal use of photocopier and photocopier materials (excluding pupil copies, copies for education purposes and copies not made for a profit)

Non-Taxable
· Letting of premises to other education establishments

· Letting of premises to other City Council establishments

· Sale of second hand goods

· Resale of food not attracting VAT (e.g. non chocolate covered biscuits)

· Sale of plants and seeds produced for human consumption (i.e. excluding ornamental plants)

· Sale of equipment to pupils where equipment is for classroom use (e.g. calculators)

When a school is considering sending a debtor invoice, it should include VAT where applicable. The standard rate for VAT is currently 20%, which must be added to the charge for the goods/services provided.  


Where a school receives an amount that is inclusive of VAT (e.g. telephone income collected in a box) they are required to calculate what element of that amount is income to the school and what element is VAT.  To do this divide the amount received by 120 and then multiply by 100 to calculate the net amount of income due to the school. By subtracting this amount from the total, it is possible to ascertain the total VAT.

FMS6 – Income Ledger Codes

All schools now use FMS6, which includes new Oracle ledger codes relating to income.

Schools should ensure that income amounts are entered as a positive figure so that FMS6 recognises the amount as income.

Schools should also refrain from linking these income codes to expenditure cost centres. This is often seen as a shortcut substitute to processing virements within FMS6, but will actually create more problems relating to raising orders, budget monitoring and audit trails.  
BANKING
Introduction
All schools operate a cheque account for non-employee expenditure.  The LA pays cash tranches into these accounts, normally on a termly basis. Schools in financial difficulty and new schools will receive their allocations on a monthly basis.

The bank account must be managed in accordance with the requirements detailed in the separate Fair Funding Scheme document.

Selection of Banking Arrangements
A current and deposit account may be opened with any of the following banks:

Bank of Scotland plc

Barclays Bank plc

Co-operative Bank plc


HSBC Bank plc

Lloyds Bank
National Westminster Bank plc

Nationwide Building Society

Royal Bank of Scotland plc

Santander UK plc

Yorkshire Bank 

Other financial institutions may be used with the written approval of the Chief Finance Officer.
As with any services purchased, schools must ensure that the banking arrangements provide Best Value. Aspects to consider are cost (bank charges), type of accounts available, interest terms, location, paying arrangements, availability of telephone and on-line banking and customer service. 

Schools may also wish to consider services such as BACS payments and on-line computer banking including balance updates and automatic transfer of funds to high interest accounts.  Where such services are being considered the school must inform the Schools Finance Support Section who will advise on the required control procedures.  

Opening of Accounts
All bank accounts opened in the name of the school should be authorised by the governing body who should set out, in the school financial administration policy, the arrangements covering the operation of accounts, including any transfers between accounts and cheque signing arrangements. The operation of systems such as BACS and other means of electronic transfer of funds should also be subject to the same level of control.  

All bank accounts should be opened in the name of the school and contain a suffix reference to Nottingham City Council i.e. school name followed by NCC. This will distinguish these accounts from any other unofficial accounts of the school. Similarly, all cheques, money orders, postal orders and payment warrants received by schools shall be in the name of the school and include a reference to the LA e.g. NCC.

Schools should notify their bank in writing that their bank accounts must not become overdrawn at the end of the banking day, or give rise to overdraft charges. 

A ‘Bank 1’ Form (can be downloaded from “Finance Forms” section on Schools Finance extranet) must be completed and sent to Schools Finance Support for each official bank account opened in the name of the school.  This form contains the following information:

· name of the school

· name of the bank where the account is held

· address of the branch of the bank

· name of the account

· account number

· bank sort code number

· name of the signatories to the account, the limits of their authority and specimen signatures

All interest earned on School Bank Accounts will be retained by the school. As funds remain official City Council monies, interest will be received gross i.e. without tax deduction.

Authorised Signatories
When the school changes the authorised signatories to a bank account the Schools Finance Support team must be informed (a photocopy of the change of signatory form is appropriate).  Schools that utilise the school bank account service provided by the Lloyds Bank (the City Council’s corporate banker) should complete the Change of Signatories form and then submit to Schools Finance Support.
Schools should ensure that there are more than two authorised signatories to allow for cheques to be signed in the absence of one or more of the approved signatories. It is recommended that Governors who are not school employees are not made authorised signatories.

Interest bearing and reserve accounts

Schools may open bank accounts in addition to their current account in order to earn interest, but they may not enter into investments of a speculative nature (e.g. money markets). Transfers between the current account and interest bearing accounts should not be recorded in the school FMS6 system, so that the FMS Bank History reflects the overall position. All interest earned must be recorded as income in FMS by means of a cash book journal. The balances of all such accounts must be included on the monthly REC1, and all original statements must be submitted to Schools Finance at the financial year-end.

Deposits

Cash Deposits

Schools should ensure that the following deposit details are recorded in the school bank paying-in book (separate paying in slips should not be used):

* the amount 

* individual cheque details (including name of payer)

* date of deposit

* a reference, such as the number(s) of receipt(s) or name of the debtor. 

The school should retain a carbon copy of each paying in slip used. 
Secure Van Collection

Schools using the City’s corporate banker (Lloyds Bank) can pay in income via the security van collection service (which is primarily a service provided for collecting dinner money).  When schools utilise this service the following procedures must be followed:

· Any school income must be included in the same bag as the dinner money; the secure van will only collect 1 bag for cash and 1 bag for cheque. 

· The school income must be itemised on a separate paying in slip, which should also be put into the bag.

As all money collected will initially be paid into Council’s bank account, there will be a delay before the deposit is shown in the school’s account.  To avoid such a delay, schools should deposit all income directly at the post office.  

Automated Deposits

Schools can receive income by BACS (Bankers Automated Clearing System) transfers. 

Bank Account Withdrawals
There should be robust controls over all ways in which funds may be drawn from the school bank accounts, including such operations as standing orders, direct debit mandates, BACS payments and salary payments.

Schools should ensure that:

(a) there is segregation of duties between the authorisation, preparation and issue of cheques, so that no-one who may sign a cheque may also prepare and issue it.

(b) restrictions are in place on the signing of cheques so that, as a minimum requirement dual signatures must be used and there is a mandatory limit on a cheque signed by each individual, other than the Head Teacher who has unlimited signing authority.  

The governing body, or its delegated finance committee, is responsible for setting individual signing limits.

(c) there is a sufficient number of authorised cheque signatories, who are all kept up-to-date with current procedures.  

(d) controls as in (a) and (b) exist over electronic withdrawals and electronic transfer of funds, including BACS and direct banking links such as telephone banking or computer banking e.g. for payroll purposes or the investment of surplus funds or other transfers of funds between accounts

(e) mandates are held by the school's bankers detailing the arrangements in (b) and (c), together with clear instructions that the school's bank accounts must not become overdrawn.


These provisions should apply to all accounts operated by or on behalf of the school.  Please note that control (b) above, does not prevent a school representative on the panel of cheque signatories from also being an authorising officer.  
The key point is that he or she should not sign a cheque relating to goods or services for which he or she has also authorised the expenditure.  It does not affect the ability to sign cheques for expenditure authorised by others or to authorise expenditure where others sign the related cheque.

Direct Debits
Schools are allowed to use direct debit facilities for the payment of utility bills.  Direct Debit can also be used for other payments providing:

1. The contract has been subjected to the appropriate quotation or tender procedures.

2. The contract is re-tendered:

· at the end of any fixed term agreed

· if the terms originally agreed change or 

· annually.   

Administration

Recording Financial Transactions

All financial transactions should be promptly and accurately entered into the FMS6 Module and, in the case of expenditure, before the production of cheques.

Schools’ accounts form part of the overall City Council accounts and the Chief Finance Officer is statutorily obliged to maintain these in a prescribed form.  All income and expenditure should be recorded against an appropriate code from the approved structure. The year-end accounts of the City Council will include both employee-related expenditure recorded centrally and all non-employee related expenditure transactions derived from FMS6.

Reconciliation

Schools must arrange to receive monthly bank statements (dated as at the last day of each month) and reconcile the balance at bank to that shown in FMS6 on a monthly basis. The school is also expected to reconcile the balance held in the FMS6 system to the balances of the LA (total net cash advances received less total net expenditure). 

Full details of how to perform this reconciliation process are provided in the Reconciliation Chapter of this manual. Briefly, however, the operating reconciliation procedures should ensure that:

· all bank accounts are reconciled to the school's “cash book” (FMS)

· each reconciliation is prepared by staff who are not authorised to sign cheques or a non-cheque signatory reviews each reconciliation.

· necessary adjustments are made promptly.

Each monthly reconciliation should be e-mailed to Schools Finance Support on a REC 1 form. For audit purposes, a copy of the relevant bank statements must be sent with the REC 1 form for September and an original bank statement for March. A copy of the monthly REC1 form must be certified by the Head Teacher and retained in school.

Cheque Stationery

Schools are responsible for ordering their own cheques from their chosen bank.  All cheques and withdrawal slips will require two signatories.  
Accounting for Assets

General
The main elements of an asset system are:

· Purchase of Assets 

· Asset Register 

· Security of Assets 

· Disposal of Assets.

Purchase of Assets
The procurement procedures (see separate Section) should be followed when purchasing assets. 

All assets purchased must be entered in the asset register if the current valuation (for property) or the acquisition cost (for other assets) is greater than the de-minimis levels; currently these are:

1. Land and Buildings -







£5,000

2. Vehicles, Plant & Machinery and Other Equipment -


£3,000

3. Furniture & Fittings -







£1,000

4. Information Technology Equipment - 




£1,000

Asset Register
All schools must maintain an Asset Register, which contains details of significant equipment and capital items.  The register should be kept up-to-date and include the following information:

· date of acquisition

· asset description including a unique identification mark such as a serial number 

· cost

· source of funding

· location of asset 

· details of disposal or write-off.

For those schools using fixed asset accounting, the Asset Register should match the computerised accounting system. 

In addition to an Asset Register, the school should maintain an inventory record of all items of furniture, fittings and other equipment with a replacement value exceeding £50.  This list should be checked and updated regularly.  Procedures should be in place to ensure that items are added to the list when invoices are processed.

Security of Assets
The governing body is responsible for maintaining proper security at all times for all buildings, stocks, stores, furniture, equipment, etc. under its control.  

Stores and equipment should be secured by means of physical and other security devices.  Authority to access must be clearly documented.

All the items in the register should be permanently and visibly marked as the school's property and there should be a regular (at least annual) count by someone other than the person maintaining the register. Discrepancies between the physical count and the amount recorded in the register should be investigated promptly and where significant, reported to the governing body. 

Inventories shall be kept up to date to record all items received or disposed of by whatever means.  

Form A (see attached) provides a suggested inventory record sheet. It is recommended that inventories are not maintained on a spreadsheet or database.   However, in the event of either of these mediums being chosen, a hard copy should be produced annually and retained.













Serial numbers included on the inventory should, wherever possible, be the manufacturer’s serial number.

Annually, a physical check of all inventory items should be carried out using the appropriate forms approved by, and obtainable from the Education Department Finance Group.  All discrepancies shall be reported to the Governing Body. Form B (see attached) should be used to record the physical checks.

Safes must be kept locked. Keys to safes and cash boxes must be carried on the person of the nominated key holder at all times. The loss of such keys should be reported to the Headteacher immediately.

Money left on the premises shall be secured in a locked safe, where provided, or locked secure cabinet.  The insurance limit for cash (and cheques) held in a safe is £1,000, unless a higher limit is specifically agreed with the insurance officer.

Losses due to theft of stocks or cash shall be promptly reported to the Police, Headteacher, Governing Body and the Local Education Authority.

Data Security
The Headteacher must ensure that there is effective back up procedures for all computer systems. All back up disks, tapes, etc. should be securely retained in a fireproof safe or remote location, with at least one tape/disk held securely off-site.  

Specific advice on backup procedures can be obtained from IT Delivery.

Only authorised staff should have access to computer hardware and software used for school management. Passwords should not be disclosed or shared and should be changed regularly. Access levels of any staff leaving the school should be promptly revoked

Each school must register with, and comply with all regulations laid down by the Data Protection Registrar.

Where ICT equipment is sold, written-off or disposed each school must ensure that all data has been removed. 

Disposal of Assets

Disposals of assets must be made in accordance with Financial Regulations.   

Items which are to be disposed of by sale or destruction must be appropriately authorised for disposal and, where significant, should be sold following competitive tender. The Fair Funding Scheme specifies the requirements for obtaining consent and notifying disposals. 

Income received from the disposal of an asset should be credited to the School Budget Share, irrespective of how the asset was initially acquired by the school. The income should not be credited to the school fund, or any other unofficial account. Sales outside of the City Council will require VAT to be charged, where appropriate

In disposing of an asset, the Headteacher is responsible for ensuring that the school is taking reasonable steps to secure the maximum revenue for the asset. This should be achieved by:

1. advertising the disposal;

2. inviting bids for the asset (sealed bids are preferable);

3. negotiation with potential purchasers.

Loaning Assets
Items of school property should not be removed from school premises without the appropriate delegated authority. A record should be kept of any loan of school equipment and the record updated when the asset is returned.  

During holiday periods, for security reasons, staff may take high value assets home.  The position relating to insurance should be clarified and explained to the staff concerned before any assets are taken off the school premises.  

If assets are on loan for extended periods or to a single member of staff on a regular basis the situation may give rise to a benefit-in-kind.  This has implications both for tax purposes for the individual concerned and for the proper use of public funds.  Loans should therefore be kept under review. Advice can be sought from the school's auditors as appropriate.
PETTY CASH ACCOUNTS

As schools operate their own bank accounts, petty cash transactions should only be used for very low value reimbursements. 

The main elements of a cash system are

· Deposits 

· Payments and Withdrawals 

· Administration 

· Physical Security

  A maximum cash balance of £100 should be sufficient for most schools.  

Deposits

The only deposits to petty cash should be from cheques cashed specifically for the purpose. The receipt should be recorded in the petty cash system with the date, amount and a reference, normally the cheque number, relating to the payment.  All other cash receipts for whatever reason should be paid directly into the bank and recorded appropriately.

Payments and Withdrawals

FMS6 should be set up or amended so that Petty Cash draws on the school’s own Local Bank Account.

 Where possible, disbursements to individuals should be in the form of a cheque, thereby reducing the need to use the Petty Cash facility within FMS6. This will require individual members of staff to be set up as individual suppliers within FMS6.

The requirement for a Petty Cash facility will therefore be limited to a cash float. 

This will require schools to draw a cheque for cash and retain the cash in a safe place.  The drawing of a cheque for cash should be recorded in the FMS6 system as a reimbursement to the ‘Cash In Hand’ before, or at the same time as the cheque is cashed.





Cash disbursements to individuals should be recorded as expenditure as and when they occur and a Petty Cash Disbursement Form (See attached) completed on each occasion.  

The processing of petty cash expenditure and reimbursements should be avoided between the last day of a month and the completion of the monthly reconciliation as this may distort balances.

In the interests of security, petty cash payments should be limited in value. The school governors should approve the precise level. However, a limit of £50 should be adequate for most payments. Higher value payments should be made by cheque directly from the main bank account via the normal creditor processing route.

Administration

All transactions should be entered into the petty cash records on a regular basis and a regular reconciliation undertaken to ensure that the system remains in balance.

Physical Security

Petty cash should normally be held in a lockable cash box. On a regular basis schools should ensure that their insurance cover is compatible with the amounts of cash held, and secure the cash in a safe if the policy requires it.

Access to cash, cash records and forms should be restricted to authorised personnel.  Secure safes and containers should be provided for cash, records and valuables.  Where school meal income is secured on behalf of a catering company, the liability for loss should be agreed in writing.  

Cash passed between people must be signed for. When claims are made, a standard disbursement form should be used in order to document that the individual making the claim declares that the goods are purchased on behalf of the school. The disbursement form should also document the relevant authorisation of the payment. A standard disbursement form can be found at the end of the section.

There should be random independent checks on petty cash holdings and records.  

Accounting for VAT
Because the City Council can reclaim VAT, it is important that wherever possible this is identified and separately analysed. All transactions including VAT should be supported by a VAT receipt/invoice. For a detailed description of what warrants a correct VAT receipt/invoice, please refer to the section of this manual on ‘VAT’.

Where VAT is not itemised separately, you must first ensure that VAT is in fact included in the total price paid. If in doubt, ask your supplier at the time of purchase.  If the supplier is VAT registered, they are obliged to provide a receipt analysing all VAT on goods/services. Where it is established that VAT has been included, but no supporting analysis is on the receipt, divide the total price by 1.120 to give the net cost. The total cost minus the net cost equals the VAT incurred on the transaction.

Postage
Most schools operate a postage book and are accustomed to recording postage as and when it is used, reflecting this usage in their monthly claim.

As schools no longer submit a monthly claim and postage books are no longer an audit requirement, it is recommended that postage is recorded into FMS6 as and when stamps/franking credits are purchased.

This method of recording postage has the advantage of maintaining a clear audit trail between purchase and the accounts and should also be easier to administer for schools.
Record Keeping

Adequate records must be retained for audit and inspection by statutory bodies such as HM Revenue & Customs. 

If normally retained by the school, the following financial records / documents should be kept by schools for a period of 6 years: 

· bank statements / pass books etc

· paying in stubs / books

· cash books

· copy orders

· copy remittance advice slips

· purchase invoices

· delivery notes

· income receipts & till rolls

· VAT submittals

· bank reconciliation statements

· purchase card statements

· inventory records

· travel claims

Records can be kept on microfilm or digitally scanned provided that there are facilities in place for viewing.

PAYMENTS TO INDIVIDUALS
In the school’s capacity as a representative of the City Council, the school has a responsibility for ensuring that all payments to individuals are subject to tax and national insurance deductions where appropriate. In order to achieve this, the following guidelines should be followed:

· an assessment must be made as to whether the individual is providing a contract of service (i.e. employed) or a contract for services (i.e. self-employed)

· if considered to be a contract of service, the individual shall be set up as an employee of the school before receiving payment through the payroll

· where an individual seeks payment from the school for a contract for services, this must be in the form of an invoice

Careful attention should be paid to repetitive payments to individuals. Caretaker’s telephone line rental represents an area that requires particular caution. The procedure should be:

· caretaker pays the full telephone bill

· caretaker claims from the school payment for the line rental element of the bill only

· school reimburse caretaker line rental, in accordance with payment regulations

· school complete a payroll return outlining amount of line rental paid to individual

· payroll deduct appropriate tax and national insurance

Travel claims may be processed and paid directly by the school. Schools may determine their own rates of reimbursement but if they exceed the HMRC Approved Rate they will render the claimant liable to income tax and N.I. on the excess amount. Under these circumstances the excess amount paid must be reported to the payroll office for inclusion on the year-end tax returns. Schools are therefore recommended to maintain their rates of reimbursement at or below the current HMRC Approved Rates.

 INSURANCE ARRANGEMENTS
The Headteacher shall be responsible for effecting such insurance necessary to cover risks to which the school is exposed, this cover will comply with the minimum requirements of the City Council:

· where insurances are placed with the City Council the Headteacher shall promptly notify the Insurance and Risk Management team of any new risks, additions and alterations affecting existing insurances and shall consult with them together with Legal Services in respect of any terms of indemnity which the school may be required to give

· where insurances are placed with the City Council the Headteacher shall immediately notify  the Insurance and Risk Management team in writing of any loss, liability or damage, or any event likely to result in a claim, and take such other action as may be necessary to satisfy any insurance policy conditions (e.g. notifying police and obtaining crime identification numbers)

· details of the available cover together with various useful insurance forms are available on the Insurance and Risk Management section of the website www.nottinghamschools.co.uk

· the Governing Body may exercise their discretion in effecting insurance cover for risks not otherwise covered by the City Council's policies

· The Headteacher will be responsible for identifying potential areas of risk and for establishing procedures for reducing risks where possible

LETTING POLICY


The letting of school premises by the community is welcomed, subject to the following conditions :

1.
Use of the premises for school functions will take priority over lettings.

2.
The school will retain income derived from lettings and the costs incurred by the  school will be met from this income.

3.
The school premises will not be let to individuals or organisations, if there is 
reason to believe that the name of the school will be brought into disrepute.

4.
Decisions whether to permit lettings will be delegated to the Head Teacher, who will then provide updates to the Governing Body.


5.
All persons hiring the school premises will be expected to conform to the 
relevant Health & Safety regulations.

6.
All hirers must carry sufficient Third Party Liability insurance to satisfy 
Nottingham City Council requirements.

7.
In the case of block booking requests, the Governing Body will delegate to the Business Manager, authority to negotiate a price. 

8.
The school reserves the right to cancel any letting at short notice should 
circumstances dictate.

9.
Prices for charging will be reviewed annually by the Business Manager and 
approved by Finance Committee. Formal approval will be sought at Full 
Governors for the charges to be effective from 1st April each year.

10. Examples of the facilities covered by this policy include parking facilities, meeting rooms, playing fields and changing rooms.
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