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This section is mandatory and is extracted from Financial Regulations.

Monitoring and Inspection

2.1
Each Governing Body is responsible for ensuring that sound financial procedures are operated throughout their school, including compliance with Financial Regulations.

Aspects of particular interest will be

(a)
quality of financial management

(b)
soundness of financial decisions

(c)
efficiency and effectiveness of deployment of resources to achieve aims and objectives in line with priorities

(d)
efficiency and effectiveness of financial control

(e)
action taken to evaluate the cost effectiveness of the operation
Accordingly, each Governing Body must undertake periodic reviews (at least annually) of their financial procedures and should not rely exclusively on the outcome of internal and external audits to provide reassurance.  It is the responsibility of Governing Bodies and school management to ensure that internal controls are adequate and effective, and to take all necessary action to secure this on an ongoing basis.

External Audit

2.2
The LEA and its schools are subject to external audit by the Audit Commission and are also subject to inspection by various other external auditors and inspectors (for instance, VAT, Income Tax and European Grants).

2.3
The Scheme permits schools (if they wish) to purchase external audit reviews in addition to the LEA external audit, but where this occurs those auditors will have access only to records and information held by the school and not to records and information held centrally by the LEA.

Internal Audit

2.4
The Accounts & Audit Regulations 2003 require the Council (LEA) to maintain an adequate and effective system of internal control in accordance with proper internal audit practices. The Corporate Director of Finance and Central Services holds delegated responsibility from the Council for the internal audit function, which is exercised by his Management Audit Unit.  The remit also includes value for money aspects.

2.5
The role and objectives of the Management Audit Unit have been considered and formally approved by Council, and are consistent with national auditing guidelines.

2.6
All aspects of school and LEA financial activities are subject to internal audit by the Management Audit Unit, under the independent control and direction of the Corporate Director of Finance and Central Services.

2.7
For audit purposes, the Corporate Director of Finance and Central Services and his audit staff (and external auditors) have right of access to all assets, property, staff, records, documents, information (including computer files) and explanations and assistance which they consider to be necessary for the effective performance of the audit, subject to any legal constraints.  Although prior notice of requests for such access will be given in most instances, there may be occasions when this is not possible or appropriate, and the absence of prior notice does not invalidate or limit the right of access.

2.8
In relation to these rights of access, Management Audit Unit staff have a personal responsibility to observe the highest standards of confidentiality and personal integrity.  Any breach of this would give rise to disciplinary proceedings against the audit staff involved.

2.9
A written audit report will generally be produced by the Management Audit Unit at the conclusion of each audit.  The report will identify the audit findings and recommendations, and will be submitted to the Clerk to the Governing Body (with a copy to the Headteacher) for formal consideration and reply by the Governing Body. Issues arising from audit reports may, from time to time, be reported to the Corporate Director of Education.

2.10
The Corporate Director of Finance and Central Services will ensure that the level and type of audit cover has regard to the characteristics and relative risks of the activities involved, in the context of his statutory duty to operate an adequate and effective internal audit of the financial affairs of the Council (at all levels and including schools), and the need to seek best value, effective use of resources, improved performance and cost effective controls.

2.11
The potential Internal Audit programme is attached to this section (Appendix 3A).  This is a list of areas which may be considered for future audit review, after risk assessment.

Management Responsibilities

2.12
The Governing Body and the Headteacher of each school shall consider and respond promptly to recommendations in audit reports by the Management Audit Unit or by the District Auditor.  Their response shall clearly indicate the action to be taken, or where appropriate, the reasons why a recommendation is not accepted or why the proposed action cannot be implemented.  They shall also subsequently record actual actions taken and the outcomes in operational and financial terms and provide information to enable reviews of implementation to be undertaken.

2.13
Governing Bodies and their staff hold prime responsibility for the operation of adequate and effective internal controls to ensure secure and reliable operation of systems and the prevention, detection, reporting and investigation (see below) of irregularity and/or fraud.  The Corporate Director of Finance and Central Services's role is to provide advice and guidance, and to monitor and inspect these arrangements.

2.14
In this context, Governing Bodies are responsible for operating adequate and effective systems for ongoing monitoring and feedback of information about the school's activities, and initiating any necessary action to maintain financial standards and objectives required.

2.15
Governing Bodies are responsible for securing best value for money in relation to their activities, and for achieving performance targets.

Reporting of Irregularities

2.16
Any individual becoming aware of (or suspecting) fraud, theft, irregularity, improper use or misappropriation of the property or resources of the school or LEA (including systems and/or information) must report the matter immediately (via his/her Headteacher or Chair of Governors if preferred) to the Head of Management Audit, who shall take whatever steps he considers necessary to investigate and report upon the matter.  The Governing Body and Headteacher shall meanwhile take any appropriate action to prevent further loss and to secure records and documentation against removal or alteration.  If there is a possibility that an employee may have been involved, a report by the Management Audit Unit upon the matter shall be considered by the Governing Body and, where appropriate, the Head of Legal Services (legal implications) before deciding what action is appropriate in relation to the employee. If disciplinary procedures are being considered, advice and guidance should be sought from the school’s personnel advisor.

The Head of Legal Services has issued guidance entitled "Corporate Advice on some Employment and Legal Matters" (November 2001), concerning the procedures which shall be followed for investigation of financial irregularities and the involvement of the Management Audit Unit.  In this context, it emphasises the need to have regard to the detailed provisions of the particular Conditions of Service / Disciplinary Procedures, the Council's Standing Orders, and the Council's Anti-Fraud Strategy document, as well as Financial Regulations.  Those involved in conducting or assisting investigations should also have regard to the provisions of the Criminal Procedure and Investigations Act 1996, seeking advice from the Head of Legal Services where necessary, and Regulation of Investigatory Powers Act 2000.

Timing of Visits

2.17
The frequency of visiting schools will be as follows:

Secondary Schools
12 – 24 months

(schools with stand alone accounting systems on an annual basis)

Primary Schools
12 – 48 months

(schools with stand alone accounting systems on a more frequent visit).

It is possible that visits may be more or less frequent than those indicated above.  This will depend on resources allocated to the Management Audit Section by the elected members.

Primary school visits of up to 4 years may be supplemented by questionnaires on internal control.

Independence

2.18
It should be noted that Management Audit is located in the Finance and Central Services Department and works in co-operation with but operates independently from the Education Finance Unit and CAPITA.

Appendix 2A

Potential Internal Audit Coverage

Areas which may be considered for audit review are set-out below, under the headings typically used in Management Audit reports.

Those topics which are not typically covered as part of every audit are highlighted:

*
= audit review on basis of risk assessment / resource availability

#
= scope will depend on the practice within the School

GOVERNANCE

	SUBJECT
	SCOPE

	Scheme of Delegation
	Delegation to Governors, Headteacher and Staff. Roles of Committees

	Procedures Documentation
	Extent to which key procedures are documented

	Reporting Arrangements
	Reporting to Governors, Departmental Heads, Minutes, OFSTED (finance element) reporting etc.

	Business Ethics*
	Corporate Governance, Register of Business Interests, Whistleblowing policies

	Role of Responsible Officer#
	Reliance on work carried out

	IT and MIS Strategies*
	Review of planning and security arrangements

	Risk Management strategies*
	Health and Safety, Disaster Recovery etc

	Annual Report to Parents*
	Confirmation that minimum information has been included – current and future financial position.


ACCOUNTING SYSTEM

	SUBJECT
	SCOPE

	Budget Statements
	Regularity, accuracy etc

	Bank Reconciliation#
	Frequency of reconciliation, year end reconciliations

	Accounts Reconciliation#
	Review of individual modules – creditors, debtors, suspense accounts etc.

	Quarterly Returns#
	Regularity, accuracy etc

	Year End Returns#
	Confirmation with supporting accounting system, agreement to annual report to parents

	VAT#
	Arrangements for recovering VAT


SCHOOL BANK ACCOUNT

	SUBJECT
	SCOPE

	Bank accounts / mandates#
	Opening of new bank accounts, confirmation of balances etc.

	Reconciliation / recording
	Monthly bank reconciliations, accurate processing and recording.

	Cash Flow / Investment Management#
	Review of short and long term planning


BUDGETARY CONTROL

	SUBJECT
	SCOPE

	Budgetary Control  -  School Budget
	Arrangements for  producing and accuracy of statements

	Budgetary Control  -  Earmarked Funds
	Arrangements for  producing and accuracy of statements

	Planning For Major Building Projects*
	Planning, control arrangements


PUPIL NUMBERS

	SUBJECT
	SCOPE

	Pupil Numbers
	Accuracy of statements and supporting records

	Long Term Planning*
	Planning for pupil numbers, deficit/surpluses


INCOME

	SUBJECT
	SCOPE

	School Meals (where appropriate)#
	Recording, collection and banking

	Other Income*
	Recording, collection and banking, debt management

	Lottery, Grant Funding etc*
	Appropriate recording (where recorded in accounts)


PAYROLL

	SUBJECT
	SCOPE

	Payroll*
	Appointments, Documentation on Personal Files, Variation, Authorisation, Tax arrangements (where appropriate)


EXPENDITURE

	SUBJECT
	SCOPE

	Creditors#
	Ordering, Recording, Authorisation etc. 


PETTY CASH

	SUBJECT
	SCOPE

	Petty Cash
	Administration of individual accounts. Value and type of expenditure incurred.


SECURITY

	SUBJECT
	SCOPE

	Asset Register
	Arrangements for recording assets

	IT*
	Security Code of practice, Data Protection, etc.

	Security*
	Security of moveable assets

	Property management*
	Arrangements for maintenance planning


EXTRA CURRICULUM ACTIVITIES
	SUBJECT
	SCOPE

	School Funds
	Financial Administration arrangements

	Adult Education*
	Recording, Booking and Collection arrangements

Students’ Returns

	Community Development Centres*
	Financial Management Information

	Nursery Provision*
	Correct Accounting treatment

	Swimming*
	Recording, Booking and Collection arrangements

	Resource Centres*
	Recording, Booking and Collection arrangements


PURCHASING / CONTRACT ARRANGEMENTS

	SUBJECT
	SCOPE

	Purchasing, Tendering  and Contracts
	Compliance with financial regulations

	Insurance
	Review of cover and cost

	Best Value*
	Review of  arrangements for securing Best Value
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