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LONDON BOROUGH






SCHEME FOR FINANCING SCHOOLS – KEY POINTS FOR GOVERNORS

The Scheme is required by statute and within regulations set by the DfE. This document provides a summary of certain parts of the Scheme only. A full copy of the Scheme is available on the Barnet Schools Funding & Finance or via the Schools Accountancy Section (Tel 020 8359 7132). It was updated in April 2017.

Further details of operational requirements are set out for school staff in the Financial Guide for Schools.

Abbreviations - GB = Governing Body, CFO = Chief Finance Officer, DCS = Director of Children’s Service LA = Local authority. 

1.2 Role of Scheme

Sets out the financial relationship between LA and its maintained schools; binding on both the LA and schools.

1.6 Delegation of Powers

The GB has responsibility for financial management of school and must ensure the Scheme and associated guidance from CFO is followed. It must prepare its own Financial Management Policy & Procedures and ensure they are implemented.

2.2 Provision of Financial Information and Reports

Schools to provide

· Monthly submission of VAT and bank reconciliation

· Monthly (or quarterly) submission of actual income & expenditure

· Year end forecasts of income & expenditure as at end of Sept. and December

2.3 Payment of Salaries and Invoices

Salaries, wages, pensions etc must be paid through payroll administration direct to employees’ bank accounts. Employees must be appointed and paid in accordance with policies and procedures agreed by GB.
Community schools – non teachers must be paid in accordance with LBB conditions; teachers must be paid in accordance with national conditions.
Invoices must be paid promptly to avoid penalty or obtain discount, by authorised employees. Approved posts to verify & certify invoices separate from posts doing ordering and paying.

2.8 Submission of Budget Plans

· Budget shares and associated data/guidance issued to schools by 15 March

· Full GB to approve budget plan by 31 March and report it to CFO by 1 May

· LA to issue estimated Budget Share and grants for next two financial years

· LA may require schools to submit a 3 year budget forecast for future years.

2.9 Efficiency and value for money (replaces current Best Value section)

Schools must seek to achieve efficiencies and value for money, to optimise the use of their resources and to invest in teaching and learning, taking into account the Authority’s purchasing, tendering and contracting requirements. It is for Heads and governors to determine at school level how to secure better value for money.

2.11
Audit: General

The CFO shall arrange an effective internal audit, to examine the schools’ accounting, financial and other operations. Each school will be audited on a 3 to 5 year cycle, depending on a risk assessment. The CFO, as auditor or anyone he may authorise, shall have authority to enter any school premises, have access to all records, documents, etc relating to the financial transactions of the school. The CFO must be told immediately about anything that involves irregularities concerning cash, stores or other property etc.

When an audit is completed the Governing Body must respond to the report within three months and indicate whether or not the reported risks and respective agreed actions have been implemented.
Action can be taken where a school receives a “limited assurance” opinion and fails to implement high priority recommendations, including a Notice of Concern.
2.13 Audit of Voluntary & Private Funds

The GB is responsible for all voluntary/private funds held by school (not Governors funds or PTA funds). The GB must monitor funds to ensure they meet tax requirements; appoint auditors and receive audited accounts and report from responsible employee. Auditor’s statements are to be submitted to the CFO.

2.14 Register of Business Interests

GB must have a register which lists for each Governor, Headteacher and relevant staff, any material business interests they, or their immediate family have. It must also include details of any other educational establishments that they govern; any relationships between school staff and members of the governing body.

The register must be kept up to date with notification of changes and through an annual review of entries. It must be available for inspection by governors, staff, parents, and the LA. It must be published e.g. on a publicly accessible website. 

2.15 Purchasing, Tendering and Contract Requirements

The GB must follow LA’s Contract Orders for Schools.

2.18 Spending for the Purposes of the School

GBs are allowed to spend budget shares for purposes of the school subject to legal requirements and requirements of Scheme. The GB must not make or sanction gifts or ex gratia payments from public funds. Payments to staff in cash or kind, gifts or benefits are not permitted.

Spending can include on community facilities or pupils on roll of other maintained school.

2.20 Notice of Concern

The LA may issue a notice of concern to the governing body of any school it maintains where, in the opinion of the CFO and the DCS, 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 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.

2.21 Schools Financial Value Standard (SFVS)

All LA maintained schools (including nursery schools and PRU) that have a delegated budget must demonstrate compliance with the SFVS and complete the assessment form on an annual basis. All maintained schools with a delegated budget must submit the form to the LA before 31 Jan 2013 and annually thereafter.

2.22 Fraud

All schools must have a robust system of controls to safeguard themselves against fraudulent or improper use of public money and assets.

The GB and head teacher must inform all staff of school policies and procedures related to fraud and theft, the controls in place to prevent them; and the consequences of breaching these controls. This information must also be included in induction for new school staff and governors.

3. Instalments of the Budget Share; Banking Arrangements

Any change in banking or funding arrangements must be notified to the CFO by 28 February each year.

Four options for payment of budget share and banking arrangements -

A. Uses LBB contracted banker + LBB payroll service. Estimated amount for salaries held centrally, remainder paid to school’s bank account.

B. Uses approved banker (but not LBB banker), into which receives 12 monthly instalments of total budget share, invoiced for salary costs.

C. Uses approved banker (not LBB banker), uses LBB payroll service; receives Budget share less estimated amount for salaries in 12 monthly instalments. 

D. Uses LBB contracted banker (but not LBB payroll service) receives 12 monthly instalments of total budget share, invoiced for salary costs.

All schools can open Reserve accounts.

3.5 - 7 Bank and Building Society Accounts

No school account may be overdrawn.

Only accounts with an approved bank or building society allowed

Schools are not permitted to use charge cards or credit or debit cards except under terms & conditions agreed with CFO.

Schools cannot generally borrow except via loan arrangements within Scheme.

4.1 The Right to carry forward Surplus Balances

Schools are permitted to carry forward the surplus or deficit balance from one financial year to the next. 
4.2 Reporting on intended use of Surplus Balances

GB required to report to the LA on use the school intends to make of its balance where the balance exceeds 5% of school’s budget share.

4.4 Obligation to carry forward Deficit Balance/submission of Recovery Plan

Schools with a revenue deficit in excess of 2% of Budget Share (or 1% of Budget Share in two successive years), are required to submit a recovery plan with their balanced budget plan. The recovery plan must be agreed by CFO and DCS and include certain details. The LA cannot write off the deficit balance of any school.

4.9 Licensed Deficits

Schools may not generally plan for a deficit budget. In exceptional circumstances, deficit revenue budget may be permitted, which must be approved by the CFO and DCS and conform to certain terms and conditions as set out in the Scheme.

4.10 Loan Scheme

The GB may apply for an advance of Budget Share and/or capital for future years for a specific project. This may be granted subject to certain terms and conditions as set out in the Scheme.

5. Income

Schools are allowed to retain income from lettings, fees & charges, fund-raising activities and sale of assets.

6 The Charging of School Budget Shares

The Scheme allows the Budget Share of a school to be charged without the consent of the GB only in circumstances expressly permitted by the Scheme.

7. Taxation

Schools must adhere to VAT requirements.

8. The Provision of Services by the Authority

Scheme provides regulation on the way the LA provides services to schools.

10. Insurance

Insurance is delegated and GB can choose provider. If external provider is chosen the LA may require the school to demonstrate that the cover relevant to the LA’s insurable interests is as good as the relevant minimum cover arranged by the LA.

11. Miscellaneous

Governor’s expenses for purposes specified in Schedule 11 of the SS&F Act 1998 may be paid.

Legal Costs – the school’s delegated budget must generally meet the legal costs incurred by the GB with the exception of dismissal and discrimination costs.

Whistle-blowing – the LA has approved a policy and code of practice to be adopted by schools for by persons working at a school or school governors.  

Responsibility for Redundancy & Early Retirement Costs – detailed guidance re Education Act 200 set out in Annex B.
12. Responsibility for Repairs & Maintenance and Capital Work

Revenue funding for repairs & maintenance is delegated. Capital funds are devolved to Community and Foundation schools to implement capital works identified in the school’s Asset Management Plan. Expenditure building works and ICT purchases must be £6,000 and above to be considered capital expenditure.

Only capital expenditure for major capital schemes at community and foundation schools and LA liability at VA schools is retained by LA. Capital expenditure is defined and included as Annex D in Scheme.

13. Power to Provide Community Facilities 

Schools, which choose to exercise the power to provide community facilities are subject to a range of controls set out in section 13 of the Scheme. 
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