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A. Governance

1. In the view of the governing body and senior staff, does the
governing body have adequate and up-to-date financial skills
among its members to fulfil its role of challenge and support
in the field of budget management and value for money? Is
there a plan in place to address any gaps?

What this question means

Why it is important for the governing body to have adequate and up-to-date
financial skills
It is essential for the governing body to have access to adequate financial skills and to
maintain these skills to ensure they meet their statutory responsibilities for the
financial management of the school and can safeguard the large amounts of public
money for which they are responsible.

Not all governors need all these skills, but collectively members of the governing body
(and finance committee or equivalent) should have these skills among them. Schools
should ensure they have a plan in place to fill any gaps in knowledge.

Why it is important for the governing body to challenge and support the
headteacher or executive headteacher



The governing body has a statutory responsibility to support and challenge the
headteacher. Members of the governing body do this to ensure that:

resources are deployed appropriately in line with the school’s priorities
planned levels of financial performance are achieved
the school avoids incurring financial loss and waste
the school receives favourable audit assessments

The key financial roles of the governing body and its committees
The governing body is given its powers and duties as an incorporated body. The
statutory responsibilities of the governing body of a maintained school are detailed in
section 21 of the Education Act 2002
(http://www.legislation.gov.uk/ukpga/2002/32/section/21). Their key financial roles are to:

manage the school budget
decide on how to spend the delegated school budget, depending on any conditions
for maintained schools set out in the local authority scheme for financing schools
be consulted by their local authority on funding
ensure accurate school accounts are kept
determine the number and type of staff and a pay policy in accordance with the
school teachers’ pay and conditions (https://www.gov.uk/government/publications/school-
teachers-pay-and-conditions)
act as a ‘critical friend’ to the headteacher by providing advice, challenge and
support

Good practice



The school should identify whether the governing body has the right skills
Schools should analyse their governing body’s skills on a regular basis, or if there are
significant changes to the membership or to individual governors’ roles and
responsibilities, to identify any skills gaps. A good way for a school to assess their
governing body’s current skills is to summarise the main financial management skills
that the governing body should have. The example skills matrix from the Education
and Skills Funding Agency (ESFA), available under additional resources
(https://www.gov.uk/government/publications/schools-financial-value-standard-sfvs), helps
governors to identify the skills they have and those that collectively they need to
acquire.

Once the governing body have assessed their skills, they can put in place actions to
help ensure that collectively they have adequate financial skills.

The governing body should not only have but should be seen to have adequate
financial skills
Governors have a collective responsibility for important financial decisions in the
school and are answerable to parents and the wider community. Therefore, they
should be seen to have adequate financial skills, and might wish to explain how they
meet this requirement on their website and in reports to parents and carers.

A well-run school must be willing and able to show how it has used its resources and
be able to respond honestly to questions about its financial probity. Openness,
transparency and integrity are key principles of good governance and financial
management.

What to do if things are not right in your school



If your school’s governing body does not have adequate financial skills
If your governing body does not have adequate financial skills, you should identify
which specific skills are lacking. You should think about:

what the governing body’s collective training needs are
whether individual governors have the right skills for their particular role
who the best person is to fill each skills gap
the best way for a governor to acquire a specific skill
how additional skills can be acquired through recruitment

This can then be developed into an action plan to address the current skills gaps.

2. Does the governing body have a finance committee, or
equivalent, with clear terms of reference and a knowledgeable
and experienced chair?

What this question means

The role of the governing body’s finance committee or equivalent
Governing bodies are responsible for setting their school’s annual budget. Most
schools have a finance committee, the governing body delegates some financial
responsibilities to them and they report to the full governing body. However, the
finance committee is non-statutory and so governors can determine their individual
requirements and delegate their financial responsibilities, so far as they wish, to one
or more committees.



Clear terms of reference for a finance committee
In schools where a finance committee has been set up, the governing body should
define in writing the terms of reference for the committee and the extent of its
delegated authority. These should be reviewed annually or if there are any changes to
the committee members. The committee’s terms of reference set out the parameters
of its operations and the limits on the powers which have been delegated.

Knowledge and experience that the chair needs
It is important that the chair has a good understanding of financial matters and
experience in chairing committees or meetings. They need to be able to:

lead the development of strategic plans
identify viable options and select or recommend those most likely to achieve the
school’s goals and objectives
have a clear understanding of best financial management practice and the school’s
performance compared to it
understand the statutory financial requirements for the school, and the local
authority’s requirements for maintained schools
understand the importance of communicating the school’s performance to
stakeholders
have a commitment to the school and the work of the governing body
present information and views clearly and influentially to others

Why it is important for the committee to have clear terms of reference and a
chair who is knowledgeable and experienced
It is essential for the governing body to have access to adequate financial
competencies to ensure they meet their statutory responsibilities for the financial
management of the school and can safeguard the large amounts of public money for
which they are responsible.



Good practice

The governing body should set clear terms of reference for its committee
dealing with school finance
Terms of reference for the finance committee would normally include:

recommendation of the annual budget to the governing body including the
delegation of the budget responsibilities to budget managers
regular monitoring of actual income and expenditure against each budget and
revised forecast for the year
awarding of contracts by tender up to a specified limit
reviewing reports by internal audit and the finance governor or responsible officer (if
applicable) as to the effectiveness of the financial procedures and controls
delegation limits above which the approval of the governors is needed before goods
or services can be purchased or money can be moved between budget headings –
the level of these limits will vary according to the school’s size

Tasks the finance committee should perform
A finance committee has, at the very least, the following tasks to perform:

preparation of draft budget
appraising different expenditure options
assessing expenditure bids
forecasting rolls and expected income levels
monitoring and adjusting in-year expenditure
ensuring accounts are properly finalised at year end (reviewing outturn)
evaluating the effectiveness of financial decisions
ensuring there are effective and appropriate systems of internal financial control



the administration of voluntary funds

How often the finance committee should meet and report to the full governing
body
The finance committee should provide the governing body with an ongoing
involvement in financial issues. It should meet frequently enough to discharge its
responsibilities. In most schools it should meet at least twice a term, but requirements
may vary due to financial matters requiring the committee’s attention, such as capital
projects. The finance committee minutes should be reported to the governing body
and all decisions made must be reported to the next meeting of the main governing
body, usually with sufficiently detailed minutes.

The finance committee should have an effective membership with adequate
financial competencies
Membership will be determined by the governing body, but should include the
headteacher and people with financial expertise. If the governing body does not have
governors with appropriate financial expertise, it may appoint associate members to
the finance committee. Associate members are people with relevant skills and
expertise and are a way that schools with limited financial expertise on the governing
body can invite suitably qualified individuals to serve on their committees. Associate
members do not have voting rights on the budget and financial commitments of the
governing body.

What to do if things are not right in your school

If your governing body does not have a finance committee (or equivalent) with
clear terms of reference



The governing body should ensure that an appropriate committee (or equivalent) is
established as soon as possible and provide them with written terms of reference. The
governing body should review the membership and terms of reference for its
committees annually.

How to make sure your finance committee has a knowledgeable and
experienced chair
Governing bodies should carry out skills audits to identify the skills that are present on
the governing body and those that are missing so that this can be addressed by
targeting governor recruitment activity. A skills audit would help identify those who
have the necessary skills to undertake the role of chair of the finance committee.

3. Does the governing body receive clear and concise
monitoring reports of the school’s budget position at least 6
times a year?

What this question means

What a clear and concise monitoring report is
A clear and concise monitoring report will enable the governing body to review income
and expenditure against the agreed budget. It will identify variances, provide
meaningful explanations for these and explain what will be done to re-balance the
budget. It should be in an easy to understand format that can be automatically
generated from base financial records.



Why it is important
This enables the governing body to meet their statutory responsibilities for the
financial management of the school, and so they can safeguard the large amounts of
public money for which they are responsible. It is important that the monitoring reports
are produced regularly and shared with the governing body or finance committee at
times when action can be taken on them to good effect. DfE and ESFA recommend
that governors should receive the monitoring reports and have an opportunity to raise
questions or concerns at least 6 times a year.

Good practice

The monitoring reports for the governing body should be part of the school’s
wider financial monitoring
Prompt, accurate and up-to-date financial information should be readily available at
the appropriate levels within schools. To achieve this, schools will require clearly
defined and properly used channels of reporting to the governing body on a regular
basis, which should include the finance committee if the school has one. The
governing body should review the income and expenditure against the budget at a
meeting at least 3 times a year.

The monitoring report should have an appropriate level of information to be
easily understood by the governing body
A school that is well managed financially will report different levels of detail, with a
suitable narrative explanation to different users. Monitoring reports for the governing
body should include numeric information, including about the profiled budget, spend to
date and end of year projections. They should also include a brief narrative covering
report that highlights what the main variations are, briefly explains the reasons for the
variations and suggests what would be appropriate corrective action.



The governing body should review income and expenditure against the budget
For the process to be effective, it is crucial for governors to review the budget-
monitoring reports, considering the variances and forecast over and under spends.
They should discuss the report and question the headteacher on any areas of
concern, such as variances or where they are unsure whether value for money is
being achieved. They should ensure that the necessary action is taken so that the
actual net expenditure is affordable, given the school’s budget and spend to date.

Staff should have access to the monitoring reports and should know about the
school’s budget and financial affairs
The school should make sure that all staff are informed of the school’s annual budget,
how funding is allocated and profiled, and how the school’s finances are monitored
during the year. They should understand how their allocated funding and their actions
affect the school’s overall financial position. Once the budget has been set, it should
be reviewed with relevant staff members at key points throughout the year to ensure
that spending is going to plan and that budget holders understand their responsibility
to keep spending on track.

Staff are likely to take better care of resources if they understand how these fit into the
school’s overall budget. It is important for staff to be aware of the impact that the
budget can have on teaching resources and understand that saving money in areas
such as procurement will mean that more of the budget can be invested in the
school’s teaching and learning priorities.

What to do if things are not right in your school

If your governing body does not receive adequate monitoring reports
The governing body should identify the specific problem. For example, this could be:



the quality or accuracy of the information
the amount of detail provided
insufficient explanations of variances or plans to address them
how up to date the information is

It could be that the information presented is too detailed or lacks a covering narrative
explanation, so that the governing body cannot easily identify the significant variances
and other areas of concern.

If the school lacks appropriate software or processes to easily produce adequate
monitoring reports, this needs to be addressed.

4. Are business interests of governing body members and
staff properly registered and taken into account so as to avoid
conflicts of interest?

What this question means

What the proper registering of business interests involves
All governors and staff should complete the school’s register of business interests.
This register should be kept up to date and be freely available for inspection by
governors, staff and parents. For maintained schools, the guidance for local authority
schemes for financing schools states that local authority schemes should require
schools’ governing bodies to have a register of business interests.



Interests which should be declared to avoid conflicts of interest
All business interests should be declared that could result in a conflict of interest:

financial – interests in a contract or proposed contract by direct or family connection
appointment – interests in the provision for sponsor governors or interests in
someone’s appointment, reappointment or suspension from office as a governor or
clerk to the governing body
pay and performance – interests in the pay or appraisal of someone working at the
school in cases where the governor or staff member is also paid to work at the
school

Why it is important for the governing body members and staff to make
declarations of business interests
Governors and staff have a responsibility to avoid any conflict between their business
and personal interests and the interests of the school. This is essential for effective
and accountable financial management of the school.

Good practice

The governing body and staff should make regular declarations of business
interests
‘Declarations of interest’ should be a standing item at the beginning of the agenda for
every governing body meeting to help identify potential conflicts of interest and if any
updating or further action is needed.

Governing bodies should take declarations into account to avoid conflicts of
interest



The governing body should use their up to date register of business interests in every
meeting to identify any conflicts of interest. Individuals are responsible for declaring
immediately if they have a conflict of interest with any matter being discussed. If there
is a conflict of interest, the relevant person is required to withdraw from a meeting and
not vote on the issue in question.

What to do if things are not right in your school

If business interests are not properly registered and taken into account
The school should immediately establish a register of business interests and ensure
all interests are declared. If ‘declarations of interest’ is not an agenda item at
governing body meetings, this should be drawn to the attention of the clerk to the
governing body. The register should be discussed at the beginning of each meeting so
that it helps to identify potential conflicts of interest and the need for anyone to
withdraw or not vote.

If you believe a business interest is not being declared
Should a governor or member of staff believe that another governor or member of
staff has a conflict of interest in an issue under discussion that has not been declared,
they should draw this to the attention of the governing body. It will be for the governing
body to determine whether the individual with the alleged conflict of interest should
withdraw from the meeting and not vote on a particular issue.

5. Does the school have access to an adequate level of
financial expertise, including when specialist finance staff are



absent, for example, on sick leave?

What this question means
The main areas of expertise to which a school needs access include:

development of strategic financial plans
understanding of and ability to operate good financial management practices
understanding of national and local financial requirements for the school, and the
school’s own framework of financial control
understanding and operation of budget setting and monitoring
operation, control and monitoring of the financial systems

Why financial skills are important
All schools have significant budgets and can exercise flexibility in the way they use
them. Schools need access to staff with a high level of financial management
competencies because of the complexity of financial management issues in schools.
Most schools will employ these staff themselves, but some smaller schools may share
staff or buy in services. It is important that skills are updated on a regular basis in line
with changing school policies.

Cover needed when specialist finance staff are absent
It is very important that school finance systems can continue to operate in the
absence of a key member of staff. Larger schools may well employ enough staff with
financial skills to be able to ensure that staff know one another’s jobs and the school
can manage internal cover. For smaller schools, it may well be necessary to set up
other arrangements, such as agreements between neighbouring primary schools,



agreements between primary schools and local secondary schools, or insurance
arrangements to secure expertise from the local authority.

Good practice

How schools can access staff with adequate expertise
Teachers are not likely to be trained in finance. It is therefore important to employ, or
have access to, non-teaching staff with appropriate financial skills. In larger schools, it
is good practice to employ a school business manager and make them a member of
the senior leadership team. They are then best able to support the headteacher and
other senior staff in the field of finance and managing resources. Smaller schools may
need to share or buy in such expertise.

The school should identify whether staff with financial responsibility have the
necessary skills
Schools should analyse the skills of staff with financial responsibilities to look for any
gaps and identify any training and development needs. DfE’s example skills matrix
provides one way to identify staff skills, and whether staff with relevant skills are well
placed to use them. The example skills matrix
(https://www.gov.uk/government/publications/schools-financial-value-standard-sfvs) is
available under additional resources.

Schools need to ensure that financial skills and knowledge are, so far as possible,
spread around different members of staff. This will help to deal with:

staff absences
the situation where a key member of staff decides to leave the school



ensuring controls and separation of duties as a precaution against mistakes or
fraud

What to do if things are not right in your school

If your school does not have access to an adequate level of financial expertise
If your school lacks access to financial expertise, you should identify which specific
skills are lacking, and then think about how to secure them. They might be developed
through coaching or training of existing staff or filled through recruitment or buy in of
services.

If your school does not have adequate cover for staff absence
You should set up appropriate arrangements as soon as possible. This guidance
covers some of the forms such arrangements might take.

Further information

The National Governance Association (NGA) (http://www.nga.org.uk) provides
guidance on matters relating to governors and governance, including online finance
training
Governors for Schools (https://governorsforschools.org.uk/) provides information on
recruiting volunteers to serve on school governing bodies and guidance for schools
having difficulty recruiting governors with financial expertise
DfE and ESFA have guidance on school resource management
(https://www.gov.uk/government/collections/schools-financial-health-and-efficiency) to help



schools improve their financial management and efficiency, including specific
guidance for governors
Suppliers of financial management software – most suppliers provide courses on
how to use their systems. The courses are run directly or through a training
company
Institute of School Business Leadership (ISBL) (https://isbl.org.uk/Home.aspx)
provides information and training for all those involved in school business
management, enabling staff to update their financial management knowledge and
skills
Peer-to-peer support can be accessed through the school business professional
network directory (https://www.gov.uk/government/publications/join-or-create-a-network-for-
school-business-professionals/school-business-professional-networks-directory) or by
contacting schools.commercial@education.gov.uk

B. Strategy

6. Does the school have a realistic, sustainable and flexible
financial strategy in place for at least 3 years, based on
realistic assumptions about future funding, pupil numbers
and pressures?

What this question means



Governors should ask to see 3 to 5 year financial projections and the assumptions
made to cost them. Assumptions you may want to review include:

projected pupil numbers
free school meal numbers
likely pupil premium income
projections of the staffing that will be necessary in these years

Schools should plan their staffing based on multi-year projections of curriculum needs.

These projections should be used by the governing body to develop a sustainable and
flexible financial strategy.

Why the financial strategy is important
It is impossible to plan for a school’s running and development on the basis of just one
year at a time. Schools need to look forward on the basis of the best available
information, recognising that they will have to make adjustments as new information
comes in. With effect from the financial year 2021 to 2022, maintained schools are
required to provide their maintaining authority with a 3-year forecast.

What to include
The strategy should look ahead to the next 3 to 5 years and the school’s plans for
raising standards and attainment. The school should estimate the budget available to
them based on the school projections and the costs associated with raising
attainment.

Integrated curriculum and financial planning (ICFP)
ICFP involves measuring your current curriculum, staffing structure and finances and
data. Insights from this should be used to help to inform a school’s 3-to-5-year plan.



DfE has produced guidance and resources (https://www.gov.uk/guidance/integrated-
curriculum-and-financial-planning-icfp) to help you with ICFP.

The principal assumptions are around:

future numbers of pupils and their characteristics
class and group sizes
staffing profiles and increments
pay and price increases
changes in revenue and capital income
procurement and maintenance, for example, fabric and fittings, information and
communications technology (ICT) equipment and whiteboards

Questions governors might want to ask include:

how confident are you that pupil number projections are realistic? If there is
uncertainty then boards should be given 3 scenarios (cautious, likely, and
optimistic). This applies to all key assumptions, but especially pupil number
projections and funding rate assumptions
if the optimistic scenario indicates financial difficulties, is the school developing a
recovery plan now?
if the cautious budget indicates potential financial difficulties, what contingency
plans does the school have to overcome them?
are there any issues in the medium term that should be addressed now?
how will current decisions impact medium-term budgets?
what do we need to put in place now to ensure we have the necessary funding in
the future?



Good practice

All schools should carry out a forward projection of budget in which to base a
strategic financial plan
It is possible to carry out budget projections using a simple spreadsheet but it is
preferable to use more specialised budget planning software. Many local authorities
and private providers offer such software, which is normally separate from a finance
accounting system.

Schools should integrate making forward budget projections with agreeing their wider
school development plans. This will help to ensure that planned resource allocations
match the school’s priorities. It is important to make sure that projections of income,
including income raised by the school itself, are realistic and achievable.

Schools should make a projection in the absence of confirmed funding
For most schools there will be some uncertainties about future funding, future pupil
numbers and about the costs of staffing (since teachers may leave and new teachers
arrive). It is therefore important to model a range of scenarios about income and
costs, and look at how the school’s budget could be balanced or brought back into
balance in the different scenarios. In addition, pupil number changes will always have
the most significant impact on future funding levels, regardless of any potential
changes to the system, and so it should be possible to model a range of scenarios in
the absence of confirmed funding.

The school should also take account of all available public information, for example,
the allocations for the dedicated schools grant (DSG)
(https://www.gov.uk/government/publications/dedicated-schools-grant-dsg-2023-to-2024) and
pupil premium (https://www.gov.uk/government/publications/pupil-premium-allocations-and-
conditions-of-grant-2023-to-2024).



DfE has introduced a national funding formula
(https://www.gov.uk/government/publications/guide-to-national-funding-formula) to calculate
funding allocations to local authorities and schools. Local authorities remain
responsible for determining the funding allocations for individual maintained schools
after consultation with local schools and the schools forum.

What to do if things are not right in your school

If your school is not making a forward projection of budget
The school should acquire appropriate software and set up a budget planning system.
The local authority may be able to provide guidance to maintained schools on using
an existing system or approach.

Schools should contact their local authority for further information and support.

7. Does the school take an integrated approach to curriculum
and financial planning?

What this question means

Integrated curriculum and financial planning (ICFP)



ICFP (https://www.gov.uk/guidance/integrated-curriculum-and-financial-planning-icfp) is a
management process that helps schools plan the best curriculum for their pupils with
the funding they have available. It can be used at any phase or type of school.

The idea of linking curriculum and financial planning is not new. Most schools
probably use some ICFP processes already when reviewing their curriculum or
financial strategy.

There is no one way to do ICFP, but it should include analysing your:

teacher deployment
use of support staff
non-staffing costs
balance of income and costs

The more variables you measure, the more accurately you’ll be able to predict the
resources you can afford in the future.

You’ll need to make some assumptions about how things might change over the next
few years. Starting before you begin planning for the next academic year will give you
time to recruit any new teachers you need.

ICFP is most effective when it is a normal part of your planning activity and involves
your senior team, including your school business professional staff and governors.

The education or curriculum the school wants to deliver should be clearly
linked to affordability
The school’s budget must support the governing body’s priorities for raising standards
and attainment. This can be done by looking at core metrics – such as average class
size, teacher contact ratio, pupil to teacher ratio, percentage of spend on teachers and
teaching assistants, average teachers costs – and benchmarking these across other
schools. This way the school can be confident that it is making the best use of its



teaching and support staff, and focusing its time on activities that directly improve
pupils’ outcomes.

Why it is important that there is a clear and demonstrable link between the
school’s budget and the plan for raising standards and attainment
The school’s main function is to ensure its pupils achieve their full potential and are
prepared for adult life – this means continually raising standards and improving
attainment. The budget should support this and to do this effectively requires strategic
spending decisions and getting value for money. Integrating planning for the
programme of learning – what the school wants to teach and the teaching resources
needed to deliver this – alongside the financial planning is an effective way of
achieving this. This sort of process enables the school to weigh up whether it has
enough funds to pay for the proposed learning plan or curriculum or needs to make
changes.

Good practice

How to link the school’s plan to raise standards and attainment to its financial
plans and budget
To ensure that the learning plan or curriculum is viable and that its implementation is
feasible, it should be supported by a financial plan that costs each element of it. When
undertaking this process it is important that:

senior educational leads and school business professionals are involved in the
discussions
decisions are made with reference to some core metrics to ensure staff are
deployed as effectively as possible
the metrics for the school are benchmarked across similar schools



the position is monitored regularly throughout the year

How to improve value for money by aligning planning of the curriculum and the
budget
Schools that are committed to continuously improving their management of resources
ensure that financial decisions are always made in the context of their plans to
improve education outcomes through the curriculum, and equally that their education
objectives are costed and regularly reviewed alongside the budget. They find that
deciding about deployment of resources – particularly teaching staff – is often easier if
the starting point is ‘what will help us achieve our priorities and improve the learning
experience of our pupils?’ and they focus decisions around some core metrics. This
enables the best targeting of funding.

What to do if things are not right in your school

If there is not a clear and demonstrable link between the planning of the
school’s budget and its learning plan or curriculum
Schools that do not currently practise integrated curriculum and financial planning
should introduce it. DfE has published information on integrated curriculum and
financial planning (https://www.gov.uk/guidance/integrated-curriculum-and-financial-planning-
icfp) to help schools to create the best curriculum for pupils with available funding.

8. Does the school have an appropriate business continuity or
disaster recovery plan, including an up-to-date asset register
and adequate insurance?



What this question means

A business continuity or disaster recovery plan
A business continuity or disaster recovery plan sets out how the school would cope if
some disaster happened – for example, the premises burning down or flooding, a
large scale theft of equipment or a total failure of the school’s IT system.

Why it is important
A disaster in the school may seem very unlikely to happen. It is indeed unlikely to
happen, but if it did happen the consequences would be very grave. It is therefore
important that all schools have an adequate and up-to-date disaster recovery plan.

Areas a plan needs to cover
As a minimum, a plan needs to look at contingency arrangements for:

if the school’s premises were not available for an extended period, for example,
because of fire or flood
large scale loss of property, for example, through fire or theft
loss of information through catastrophic failure of IT systems
mass unavailability of staff, for example, through a pandemic

Good practice

All schools should ensure they have an appropriate plan
The plan will need to cover:



premises that could be used if the school’s own premises became unavailable for
an extended period
an asset register of items in the school that need to be recorded for insurance
purposes, to be kept where it would not be vulnerable to a disaster in the school
adequate insurance for premises and contents, or membership of DfE’s risk
protection arrangement (https://www.gov.uk/guidance/the-risk-protection-arrangement-rpa-
for-schools)
daily backing up off-site of the school’s important IT systems
contingencies for significant simultaneous absence of staff

Individual schools may be aware of additional local hazards that they ought to cover.

The plan must be kept up-to-date. Any element of it that has become out of date is
likely to be of no use in an emergency.

Schools should liaise with their local authority about what should be recorded in the
plan. For example, the local authority may:

have generalised arrangements for emergency premises
have particular requirements for the asset register
provide insurance for its schools
provide some of the IT systems and have its own back-up arrangements

All schools should ensure they have adequate insurance
Schools should ensure they have met legal requirements for insurance as some
insurances are legally compulsory. The local authority scheme for financing schools
should provide more information. Adequate insurance should compensate for large
losses that otherwise could not be sustained, such as a major fire in a school.

An alternative to commercial insurance is membership of DfE’s risk protection
arrangement (https://www.gov.uk/guidance/the-risk-protection-arrangement-rpa-for-schools).



What to do if things are not right in your school

If you do not have a disaster recovery plan
Schools should begin by speaking to their local authority to find out what they offer
and what the plan should contain. All schools without a plan need to draw one up as
soon as possible.

If your plan is out of date
An out of date plan will need to be updated urgently. Schools should do this in liaison
with their local authority.

Further information
DfE and ESFA provide online information, tools and training in the school resource
management (https://www.gov.uk/government/collections/schools-financial-health-and-
efficiency) guidance to help schools improve their financial management and
efficiency, including on strategic financial management
DfE funded short training courses on ICFP
(https://www.schoolresourcemanagement.co.uk/resources), including an introduction to
the principles of ICFP, common metrics used, and tools are available
DfE publishes school workforce planning
(https://www.gov.uk/government/publications/school-workforce-planning) guidance and
curriculum planning tools to support schools in the planning process

There is a lot of material on the internet explaining what business continuity or
disaster recovery plans are. Some of this is free of charge and can be used to think
about what a plan should contain in a school’s particular circumstances.



C. Setting the annual budget

9. Does the school set a well-informed and balanced 3-year
budget and has this been submitted to the local authority?

What this question means

A well-informed and balanced budget
A balanced budget is one that will lead neither to an excessive surplus at the end of
the year nor to a deficit. A budget is well-informed when it takes account of the best
available information on all variables, such as pupil numbers and staffing changes.

Setting an annual budget is an absolute requirement as part of the local authority’s
own budgeting arrangement as set out in schemes for financing schools
(https://www.gov.uk/government/publications/schemes-for-financing-schools).

Good financial management in schools is about keeping track of where the money is
coming from and where it has gone and how best to make use of the remaining
budget. Effective budget-monitoring reports provide vital information about spending
patterns that help management make realistic forecasts of year-end, under or
overspends.

Timing of the budget
From the 2021 to 2022 funding year each school must submit a 3-year budget
forecast each year, at a date determined by the local authority between 1 May and 30



June. This is set out in section 4.3 of the schemes for financing local authority
maintained schools (https://www.gov.uk/government/publications/schemes-for-financing-
schools/schemes-for-financing-local-authority-maintained-schools) guidance.

Elimination of a deficit
A minority of schools will have an existing deficit. Maintained schools must have a
plan to eliminate the deficit that is agreed by the governing body and with the local
authority. The plan will set out the timing for eliminating the deficit and the actions
required in order to eliminate it.

Good practice

How to set a well-informed and balanced budget
Schools will need to assess the main influences on the budget on the basis of the best
available information, for example:

known staffing changes
pay awards and increments
income assumptions
changes in pupil numbers
buy-back services from the local authority or external providers

Most schools should be aiming for a small surplus at the end of the year. A small
number may be aiming to arrive at a much larger surplus for a particular project:
maintained schools should provide details of this to the local authority. Others will be
aiming at full or partial elimination of an existing deficit.



Schools should integrate budget setting with their wider plans for school development
to ensure that resource allocations match their school’s priorities. A good budget will
allocate resources to these areas of need or development and therefore will help the
school to achieve its aims.

Schools should involve a range of staff in budget planning
There is evidence that staff take better care of resources when they are involved in
the planning. It is good practice to involve teachers and other staff in planning the
budget for their areas, consulting them on future needs and on ways of making
efficiency gains.

What to do if things are not right in your school

If your budget setting is not well-informed
Schools will know that their budget process is not well informed if they have a record
of expenditure being well out of line with budget. In these circumstances, appropriate
action would be to review the projections within the budget that proved to be
inaccurate, and think of ways in which more accurate projections could be made or
more accurate information obtained. The local authority should be able to provide
guidance and support.

If, as a maintained school, you have a deficit not agreed with the local authority
A few schools may have an existing deficit but not a deficit reduction or elimination
plan agreed with the local authority. Such schools should contact their local authority
as a matter of urgency to agree an appropriate plan. The local authority’s scheme for
financing schools will contain provisions for the approval of licensed deficits that all
schools would need to refer to.



10. Does the budget setting process allow sufficient time for
the governing body to scrutinise and challenge the
information provided?

What this question means

Sufficient time
The governing body should be involved early in the process of developing the budget
for the following financial year, and consistently from then on. In practice, a discussion
on budget setting, well informed by a paper or papers from staff, will need to be held
in the autumn term of the previous financial year.

Good practice
A school should be looking 3 to 5 years ahead in its budget planning, and the
governing body should be signing off those provisional plans. This longer term
planning will give the school a foundation from which to develop more detailed plans
for each financial year as it approaches.

What to do if things are not right in your school
If budget planning for each year does not begin early enough for the governing body
to be fully involved in the development of the budget plan, the governing body needs
to rethink the planning process and start it earlier in future years.



11. Is the school realistic in its pupil number projections and
can it move quickly to recast the budget if the projections and
the reality are materially different?

What this question means

Realistic pupil number projections
Pupil numbers have by far the biggest influence on the grant income received by the
school. It is therefore essential that they are forecast accurately and on the most
realistic basis. Pupil numbers should be projected on the basis of all relevant data,
including what is happening to child numbers in the local area, and what is known of
the relative attractiveness to parents of different schools.

Moving quickly to recast a school’s budget
In setting its budget the school should be aware that pupil numbers may not turn out
exactly as projected. It should make a realistic assessment of what the uncertainty is,
and make contingency plans for what it will do in-year if the pupil numbers in the
autumn term are different from its projections.

Good practice
A school should be able to improve its projections of pupil numbers from experience,
and narrow the range of uncertainty over time.



What to do if things are not right in your school

If the school has a history of not projecting pupil numbers accurately, it should put
effort into improving its data sources and forecasting techniques.

12. Is end year outturn in line with budget projections, or if
not, is the governing body alerted to significant variations in a
timely manner, and do they result from explicitly planned
changes or from genuinely unforeseeable circumstances?

What this question means

End year outturn
End year outturn is what the school actually spends during the year, as opposed to
the amount that it budgeted to spend during the year.

Why outturn should be close to budget projections
This would demonstrate that the budget has been well planned, so that the costs likely
to arise have been taken into account. If this happens, the school will not risk falling
into an unplanned deficit, or ending up with an excessive surplus for which it has no
plans.

Why outturn might be different from budget, even if the planning was good



The school might need to plan changes during the year, for example, if more pupils
arrived in September than it had expected.

Alternatively, there might be genuinely unforeseeable circumstances such as the long-
term illness of one or more members of staff.

Good practice

Make sure the governing body is alerted in a timely manner
School staff should monitor the budget on a monthly basis so that they can alert the
governing body as soon as they become aware that the end year outturn may be
significantly different from the budget projections. If it appears that there may be
significant variances, these should be reported immediately to the governing body.
The school should not wait for the next meeting to report.

Provide the governing body with good information on significant variations
Information given to the governing body should include the expected size of the
variation, a narrative covering the reasons for it and options for any action that could
or should be taken to put the budget back on track.

What to do if things are not right in your school

If outturn is different from budget projections without a good explanation



You should take action to review the process of setting the budget, to ensure that it is
taking all relevant factors into account. You should ensure that:

expenditure is monitored against budget throughout the year
significant variations from budget are investigated and explanations written up
the governing body receives regular reports of this process
the governing body has sufficient information to understand the reasons for the
variances and make decisions on any proposed actions

13. Are balances at a reasonable level and does the school
have a clear plan for using the money it plans to hold in
balance at the end of each year?

What this question means

School balances
Schools may carry over part of their revenue income from one financial year to the
next – the amount saved, including from previous years, is their surplus balance.
Maintained schools should submit information on how much they have set aside as
part of their consistent financial reporting (CFR) (https://www.gov.uk/guidance/consistent-
financial-reporting-framework-cfr) returns.

A ‘reasonable level’



At present local authorities are able to claw back surplus balances for maintained
schools where they exceed ‘excessive surplus’ thresholds, and are uncommitted, that
is to say, not set aside for a specific reason as detailed in the local authority’s scheme
for financing schools. However, the government removed the requirement for local
authorities to have a clawback mechanism, so some may choose not to. This means
that some schools should be able to save as much as they are able to, without the risk
of clawback. Where a local authority chooses to operate a clawback mechanism it
needs to set out the thresholds it will operate to in its local scheme for financing
schools. The original thresholds, which are commonly still being used, were 5% of
income for secondary schools, or 8% of income for primary, nursery, and special
schools.

Why it is important to keep balances at a reasonable level and have clear plans
for using the money
All schools should aim to spend their funds prudently with proper regard for value for
money. Schools should regularly check that they have plans for the money they are
holding to ensure they are getting the most benefit and best value for money from
their budgets.

Where local authorities operate a clawback mechanism, schools maintained by them
should ensure that they comply with the rules on balances detailed in their scheme for
financing schools. These authorities are likely to monitor and challenge balances, and
schools should ensure they have sufficiently robust plans to spend their balances to
avoid clawback.

Good practice

Schools should plan the balances which they are aiming for



Schools should be aware of what their end year balance is likely to be, so that they
can spend money appropriately, giving due regard to value for money.

Schools should have a clear plan for using the money held in balances
Schools should have plans for the money they save, and should discuss plans for
balances in governing body meetings, to ensure they get the best possible value from
their budgets. Schools maintained by local authorities that continue to operate a
clawback mechanism should ensure they adhere to their rules on balances. They
should keep accurate records of plans to spend their balances in accordance with
these rules as long as their authority continues to operate a clawback mechanism.

What to do if things are not right in your school

If your school does not have plans for the money held in balances
The school should discuss the issue at the next governing body meeting, and start to
develop plans to use the money saved for the benefit of their pupils. If the maintaining
authority operates a clawback mechanism, they should ensure any plans comply with
the authority’s requirements, as set out in their scheme for financing schools.

Further information

Maintained schools should contact their local authority for further information and
support
Dedicated schools grant (DSG) (https://www.gov.uk/government/publications/dedicated-
schools-grant-dsg-2023-to-2024) includes guidance on the methodology used for



calculating the allowances, individual authority allocations, how the DSG fits with
the overall school funding settlement and pupil premium allocations
Schemes for Financing Schools (https://www.gov.uk/government/publications/schemes-
for-financing-schools)– information on the supporting legal framework for school
revenue funding and local authority schemes for financing schools
DfE and ESFA provide online information, tools and training in the school resource
management (https://www.gov.uk/government/collections/schools-financial-health-and-
efficiency) guidance to help schools improve their financial management and
efficiency, including on workforce planning

D. Staffing

14. Does the school review its staffing structure regularly to
ensure it is the best structure to meet the needs of the school
whilst maintaining financial integrity?

What this question means

Staffing structure
The structure is how the staff of the school are organised and deployed. The structure
is also about where and how staff are deployed - for example, when they teach, what
they teach, and how leadership and supervision are arranged.



How often this should be reviewed and why it is important
Structures should be reviewed annually along with the curriculum and plans for
improvement, and as part of workforce planning.

Staffing costs make up 70 to 80% of an average school’s expenditure. Regular
reviews enable the school to invest in the right mix of staff, and in high quality
professional development, to maximise pupil outcomes and value for money. They
also ensure the structure matches as closely as possible the current and future needs
of the school, which will change over time.

Good practice

What the school can do
DfE has published guidance on school workforce planning
(https://www.gov.uk/government/publications/school-workforce-planning). This provides
information about what should be considered as part of regular staffing reviews, and
information about case studies and best practice. Schools are advised to plan over
the medium to long term, meaning 3 to 5 years.

The staffing structure should be described in an open document, or documents, for all
staff to see. It should be clear and accurate, and identify roles and responsibilities
attached to posts. It is also good practice to display staff details and roles via a
school’s website and notice boards, to give pupils and parents a clear picture of who
is working at the school.

When the structure should be reviewed
A review of the staffing structure should be part of the school’s workforce planning and
linked to annual school improvement, curriculum and financial planning. An example



12-month staffing review cycle is included in the school workforce planning
(https://www.gov.uk/government/publications/school-workforce-planning) guidance.

What to do if things are not right in your school

If your staffing structure has not been reviewed recently
Use the further information that follows and begin a review as soon as practicable, in
line with curriculum and school development planning.

15. Has the use of professional independent advice informed
part of the pay decision process in relation to the head
teacher and is it tightly correlated to strong educational
outcomes and sound financial management?

What this question means

Professional independent advice
This is impartial advice from a provider not attached to your school. Examples of
professional independent advice providers could be:

external HR providers



other governing bodies
local authority HR providers
other external advisers, for example:

school improvement partners
employment lawyers
job evaluation companies

When it is necessary or appropriate to use professional independent advice
Schools may find it helpful to seek independent advice at any time they feel unsure
about their pay decision processes.

Local authority maintained schools must seek independent external advice:

for the purposes of providing advice and support to the appraisal of the
headteacher
if, during the salary-setting process, the governing body deems it appropriate to set
a salary in excess of 25% above the maximum of the relevant pay range as detailed
in the school teachers’ pay and conditions guidance
(https://www.gov.uk/government/publications/reviewing-and-revising-school-teachers-pay)

Sound financial management
The headteachers’ standards (https://www.gov.uk/government/publications/national-
standards-of-excellence-for-headteachers) set the expectation that headteachers prioritise
and allocate financial resources appropriately, ensuring efficiency, effectiveness and
probity in the use of public funds.

Why it is important to use professional independent advice
When a school thinks it appropriate to determine a headteacher salary which is in
excess of those normally set for the size and type of school, it is important that their



decision to do so is well-informed. Independent advice can support schools in making
the case for such decisions, as well as ensuring that they take all relevant issues into
consideration.

Good practice

All local authority maintained schools must seek professional independent advice
when determining headteacher salaries which exceed 25% of the stated maximum of
the group size for the school.

Final decisions are at the discretion of schools, however, due regard should be given
to all relevant advice.

What to do if things are not right in your school

If you think there is a need for professional independent advice, please contact your
local authority or an external, independent advisor.

16. Has the school published on its website the number of
employees (if any) whose gross salary exceeded £100,000?



What this question means

While schools do submit salary information to local authorities, schools are now
required to publish salary information on their website if staff have a salary of above
£100,000 in order to improve financial transparency. ‘Gross salary’ for this purpose
includes everything that would appear on an employee’s salary statement, but not
employer on-costs such as the employer’s pension contributions.

17. Does the school benchmark the size of its senior
leadership team annually against that of similar schools?

What this question means

Benchmarking
Schools should compare the size of their senior leadership team with those of similar
schools. This will inform decisions about their staffing profile, including the size of the
leadership team.

Why it is important to benchmark the size of a senior leadership team (SLT)
The SLT can play an important role in both the strategic and day-to-day running of a
school. However, the effectiveness of a SLT is not necessarily proportionate to its
size. Having a high proportion of the workforce in the leadership group may suggest
that not enough of the workforce is focused on teaching.



There is no single staff structure that will suit all schools. Contextual factors, including
funding, pupil demographics, and school improvement priorities, play an important
part.

Understanding how the size of an SLT compares with similar schools can help you to
identify if your staffing structure is top-heavy and whether there is potential to direct
more resource from the SLT in to the classroom.

Good practice

All schools should ensure they are benchmarking effectively
Benchmarking your staffing structures, including the size of your SLT, can help create
a cycle of continuous improvement and develop a culture where it is easier to
question the norm and make changes.

Benchmarking should be used to improve the quality and impact of school services
and should not be used solely to focus on reducing costs. Benchmarking can be used
as a tool for improving or bringing about change and raising standards.

You should select a cohort of schools based on the characteristics of the school you
are benchmarking. You should select ‘like for like’ to get a better understanding of your
workforce structures and that of other schools in your benchmark set.

Interpreting the chart data
The schools financial benchmarking tool (https://schools-financial-
benchmarking.service.gov.uk/) includes a workforce tab which allows schools to see their
workforce data. This information can be displayed in various ways, including as a



total, a proportion or in comparison with their number of pupils. The comparison
benchmarking charts can also be displayed in this way.

Care should be taken when interpreting comparative charts. This information
describes the position of a school relative to others – it does not explain why a school
is in this position or indicate whether it should be. There may be good reasons for a
school to have relatively high or low figures. What is important is to review the
differences, investigate the reasons for them and aim to make changes where there
are not adequate reasons for being out of line in a particular category.

What to do if things are not right in your school

If your proportion of senior leaders appears to be out of line with similar
schools
First, you should consider whether the school has particular circumstances that create
valid reasons for your staffing structure. You should also consider contacting the
similar schools that are identified through the benchmarking process, to determine if
anything can be learned from each other about how a different size leadership team
can achieve greater pupil progress.

Further information
the school resource management (https://www.gov.uk/government/collections/schools-
financial-health-and-efficiency) collection contains a range of resources to help schools
improve their financial management and efficiency, including school workforce
planning (https://www.gov.uk/government/publications/school-workforce-planning)



guidance and signposting to relevant training and support opportunities
(https://www.gov.uk/guidance/schools-financial-efficiency-sharing-best-practice)
information on staff employment and school teachers’ pay and conditions is
available on the school and college careers and employment
(https://www.gov.uk/topic/schools-colleges-childrens-services/school-careers-employment)
page
the headteachers’ standards (https://www.gov.uk/government/publications/national-
standards-of-excellence-for-headteachers) provide non-mandatory guidance on the high
standards which are applicable to all headteacher roles

E. Value for money

18. Does the school benchmark its income and expenditure
and investigate further where any category appears to be out
of line?

What this question means

Benchmarking and why it is important
Benchmarking is a process for comparing income, expenditure and staffing with that
of similar schools. It helps schools to consider whether and how they can use
resources more effectively and to identify where changes can be made. This process



should be undertaken annually, but benchmarking can also be carried out at any time
when reviewing school contracts for procuring goods and services. Schools should
report their findings from benchmarking to the governing body.

We offer 2 key tools to support with this:

schools financial benchmarking (https://schools-financial-benchmarking.service.gov.uk/),
which is public-facing and open for anyone to use
view my financial insights (VMFI) (https://www.gov.uk/government/publications/academy-
trusts-view-my-financial-insights), which provides users in schools and local authorities
with an automated assessment of their school’s data based on similar schools

What information schools should use to benchmark their income and
expenditure
All maintained schools submit their income and expenditure data using the consistent
financial reporting (CFR) framework, and academies likewise through the academy
accounts return (AAR). This standardised set of codes enables schools to compare
their income and expenditure with that of similar schools – local authority maintained
schools can compare themselves to academies as well as to other local authority
maintained schools.

From the benchmarking website, schools can produce simple charts and reports for
their boards to show how their schools spend money in comparison to other schools.

Within VMFI, schools are provided with a prioritised list of areas for investigation.
VMFI uses 2 different lists of comparators for each school: comparator schools by
pupil characteristics and comparator schools by building characteristics. The reason
for this is that some costs in schools, for example premises and utilities, are driven
more by the nature of the buildings than the pupils within it.

Why schools need to be benchmarked against similar schools



This is so that meaningful comparisons can be made when comparing income and
expenditure. If a school is compared to dissimilar schools or a random group then the
differences are likely to reflect the schools’ different circumstances, such as
proportions of deprived pupils, rather than help identify ways to secure better value for
money in the school. Both of the DfE benchmarking resources offer options for
identifying similar schools.

Good practice

All schools should ensure they are benchmarking effectively
Schools should use benchmarking as a contributing factor to:

plan and manage their budgets
identify areas and set targets for improved use of resources
achieve value for money in expenditure and improve its effectiveness in driving
performance

Benchmarking your income, expenditure and workforce can help create a cycle of
continuous improvement and develop a culture where it is easier to question the norm
and make changes. Benchmarking is not used solely to focus on reducing costs, but
also to improve the quality and impact of school services. Benchmarking can be used
as a tool for improving or bringing about change and raising standards.

Selecting the right schools to benchmark against
You should select a cohort of schools based on the characteristics of the school you
are benchmarking. You should select ‘like for like’ to get a better understanding of your
school’s income and expenditure and that of other schools in your benchmark set. The
characteristics of your selected set should allow sound comparisons to be made,



enable you to ask questions about different categories of income and spend and
encourage constructive discussions with comparator schools to help your school
make changes in performance over time. Typical parameters for selection include
location, school size (number of pupils) and percentage of pupils eligible for free
school meals (FSM). Both of the DfE benchmarking resources offer you a quick
comparison using pre-determined characteristics, or you can make a more detailed
selection of characteristics for yourself.

Interpreting the chart data
Care should be taken when interpreting comparative income and expenditure data.
This information describes the position of a school relative to others – it does not
explain why a school is in this position or indicate whether it should be. There may be
good reasons for a school to have relatively high or low figures. What is important is to
review the differences, investigate the reasons for them and aim to make changes
where there are not adequate reasons for spending being out of line in a particular
category.

What to do if things are not right in your school

If your school does not regularly benchmark
The school should begin to benchmark immediately. Schools need to demonstrate
value for money to parents, auditors and regulators by showing that taxpayers’ money
is being well spent to achieve the best outcomes for their pupils.

If a category of spend appears to be out of line
First, you should consider whether the school has particular circumstances that create
valid reasons for this. If there are not, you should consider how it has occurred and



how the use of these resources can be improved. You should also consider contacting
the similar schools that are identified through the benchmarking process, to determine
if there is anything can be learned from them about how they allocate resources to
achieve better outcomes for pupils.

19. Has the school leadership team considered the results of
the self-assessment dashboard or other DfE benchmarking
tools?

What this question means
To achieve good school resource management, it is important for the school
leadership team to consider the results of a benchmarking exercise to see if there are
any areas where they could use their resources more effectively.

On the schools financial benchmarking website, you can find a self-assessment
dashboard which shows  how a school’s data compares to thresholds on a range of
statistics that have been identified by the department as indicators of good resource
management. A simplified version of the dashboard appears on each school’s unique
page, but a more detailed dashboard can be accessed by following the corresponding
hyperlink.

You can also use the benchmarking website to produce simple charts and reports for
governors to show how your school spends money in comparison to other schools.

VMFI compares the financial performance of each school against statistically similar
comparator schools. Comparator schools are chosen based on:



pupil characteristics for costs that are influenced more by pupils, for example
teacher salaries, or
building attributes for costs that are influenced more by the school estate - for
example, energy usage

VMFI then provides a prioritised list of areas that may require further attention as well
as matching your data with relevant guidance and resources.

20. Does the school have procedures for purchasing goods
and services that both meet legal requirements and secure
value for money?

What this question means

Procedures needed for purchasing goods and services
Procurement describes the whole process of identifying the goods or services a
school needs to meet its objectives, deciding how to acquire these, choosing the
supplier that provides the most economically advantageous (quality, price, technical,
functional) bid, receiving goods or managing contracts, and paying for the purchased
goods or services. Procurement procedures are needed to ensure that every
purchase is managed in the most effective and appropriate way. The higher the
amount being spent, the more formal this process needs to be.

Guidance on buying procedures and procurement law (https://www.gov.uk/guidance/get-
help-buying-for-schools), including steps to buy compliantly is available



Why schools need to understand and deliver effective procurement processes
Schools have a duty to ensure purchases or leases made with public funds are fair,
legal and transparent, as well as securing the best possible value for money. They
must be able to demonstrate that they are achieving regularity, propriety and value for
money.

Good practice

Staff involved in purchasing decisions should have, as a minimum, basic
procurement skills and understanding
Anyone in the school who is involved in buying and spending decisions should be
aware of – and comply with – the basic procurement procedures including the national
procurement policy statement (https://www.gov.uk/government/publications/procurement-
policy-note-0521-national-procurement-policy-statement). Ways to improve the skills and
knowledge of staff include:

accredited qualifications and training, for example, courses run by the Chartered
Institute of Procurement and Supply
advice and coaching from other staff with procurement qualifications or experience
seeking help and advice from local schools and other education providers
joining a local school business professional (SBP) network
(https://www.gov.uk/government/publications/join-or-create-a-network-for-school-business-
professionals)
updates on transforming public procurement
(https://www.gov.uk/government/collections/transforming-public-procurement)

Establish basic procurement procedures and make sure they are used



Basic procurement good practice procedures include:

a scheme of delegation that sets out the requirements that need to be followed,
including different levels of authority, against different thresholds of the value of the
procurement. This should show when it is necessary to obtain written quotations
and tenders
clear designated roles to ensure separation of duties between staff responsible for
making buying decisions and making payments
a basic decision tree or procedural manual, setting out what needs to happen at
each stage of procurement, for example, identifying why you want to purchase
something, whether you have a sufficient budget and whether it’s your highest
priority
deciding on the right procurement approach – higher-value items should be
managed more formally, to ensure probity and minimise the risk of costly mistakes
understanding the market, for example, whether you have a good choice of
suppliers and the kind of prices or deals you might expect
choosing the supplier – for low-value purchases, this may mean getting 3 quotes
and selecting the best with high-value purchases needing a formal competition and
tender exercise
managing receipt such as checking goods have arrived as described or managing
on-going service contracts to maintain the quality of delivery and hold suppliers to
account for providing what has been specified
making payment either as a one-off or as on-going over the life of a contract
proactively plan for and manage procedures for the end of a contract, such as
disposing of any obsolete assets and reflecting on any lessons you and your
suppliers can learn

Procurement good practice includes the consideration of leasing goods and services
rather than buying them.



DfE has issued specific guidance on leasing and subscription services for school
equipment (https://www.gov.uk/guidance/buying-for-schools-things-to-consider-before-you-
start/leasing-equipment-for-schools)

Get value for money from every purchase
Schools should:

use common sense – taking too much time over low value purchases leaves less
time to get the expensive, challenging ones right
shop around – use competition to encourage established suppliers to offer better
value deals and/or encourage new providers to bid for work
do the research – knowing about the products as well as the suppliers helps you
make informed choices
use find a framework (https://www.gov.uk/guidance/find-a-dfe-approved-framework-for-
your-school) to access a list of DfE approved frameworks - these can reduce the risk
of not complying with legal requirements and reduce the procurement procedures
required, because suppliers will have already been through strict compliance
checks
get expert advice for specialist purchases - free, impartial and professional support
for all buying needs is available from the get help buying for schools service
(https://www.gov.uk/guidance/get-help-buying-for-schools)
think creatively – consider whether there are opportunities to work in partnership
with other schools or educational bodies in the area
review your existing contract and lease arrangements to make sure they are in line
with DfE policy and guidance on buying (https://www.gov.uk/guidance/buying-for-
schools-things-to-consider-before-you-start) and leasing
(https://www.gov.uk/guidance/buying-for-schools-things-to-consider-before-you-start/leasing-
equipment-for-schools)



What to do if things are not right in your school

If your school does not have a procurement or purchasing protocol
Use the suggestions set out above to improve knowledge and understanding of what
procurement is and how it can help the school to deliver its objectives and make best
use of the available budget. Then develop and use a protocol ensuring effective
procurement controls.

If your school is not complying with procurement regulations or its own
established procedures
Make sure all staff involved in procurement, including those who approve any
spending decisions, understand the legal consequences of noncompliance. You may
need legal advice if your school has signed contracts that you think may be vulnerable
because proper procurement procedures were not followed, or if you’re ‘trapped’ in a
costly on-going contract.

21. Is the governing body given the opportunity to challenge
the school’s plans for replacing contracts for goods and
services that are due to expire?

What this question means

To achieve value for money it is often important for the governing body to challenge
the requirement, the procurement route and route to market. Procurement tender



exercises can sometimes take time. It is therefore important that governors are made
aware of a procurement requirement or the end of a current contract in plenty of time
to allow this challenge.

Good practice

It is good practice for a school to maintain a contract register, which should include:

the contract start and end date
the current value of the contract
the lead in time for procurement
information on early termination, for example, any dates or penalties incurred for
early termination
any potential for extension of the contract and
an indication of exit strategies or re-procurement plans

The register should be shared with the governing body regularly to make them aware
of any upcoming milestones in the contract register timetable and provide them an
opportunity to scrutinise and if need be, challenge procurement plans.

22. Does the school consider collaboration with others, for
example, on sharing staff or joint purchasing, where that
would improve value for money?



What this question means

Collaboration
Collaboration usually involves either:

sharing resources – expertise, advice, and knowledge as well as tangible resources
such as equipment or staff
collaborating to buy goods, works or services – this produces bigger and more
valuable contracts, which are more attractive to suppliers, and so improves the
opportunities to secure better value for money from public funds

How collaboration can improve value for money
Sharing valuable skills and knowledge makes procurement more effective, helping
schools and trusts to learn from the experiences of their peers and avoid repeating
mistakes made in similar situations.

Sharing costly resources can be particularly effective if several schools can agree a
‘rota’ to use, for example, specialist science or maintenance equipment, or joint use of
a single teacher for a minority subject. Collaborative procurement offers opportunities
to leverage a good-value deal from the combined buying power that no individual
school would have when buying by itself. Further support for this is available through
the get help buying for schools (https://www.gov.uk/guidance/get-help-buying-for-schools)
service.

Good practice

Be open and willing to discuss options with schools and trusts in your area



Effective collaboration depends on taking the initiative to establish good open working
relationships with other schools, to discuss your key objectives and priorities,
including on procurement, and to be honest about areas of vulnerability, such as a
lack of experience in specialist procurement markets. Some schools and trusts are
understandably reluctant to admit to poor procurement decisions in the past, but these
can be valuable lessons to other schools in avoiding pitfalls.

Be innovative
Some forms of collaboration are familiar, such as schools joining together to procure
common goods and secure discounts. Look out for less typical options for
collaborative buying. For example, could you negotiate a shared contract for buildings
maintenance? This would have advantages for potential service providers in ensuring
a constant stream of regular work across several schools and trusts, rather than less
predictable intermittent work required for just one school. A collaborative contract of
this kind is attractive to suppliers which can make them keener to offer competitive
terms to secure the business.

What to do if things are not right in your school

Find a framework (https://www.gov.uk/guidance/find-a-dfe-approved-framework-for-your-
school) provides a list of DfE approved frameworks assessed for compliance with
procurement regulations, ease of use, suitability and value for money. Schools can
request advice and guidance through the get help buying for schools
(https://www.gov.uk/guidance/get-help-buying-for-schools) service.

If you have not considered collaboration
Think about areas in which collaboration might be valuable to the school, and about
local schools with whom you might be able to collaborate.



Be aware of the particular challenges in any collaborative procurement.

Make sure you aggregate the full value of the whole contract over its entire term. Do
not just consider the amount your school is initially paying. Contracts over the
threshold in the procurement policy note 10/21: thresholds and inclusion of VAT
(https://www.gov.uk/government/publications/procurement-policy-note-0921-thresholds-and-
inclusion-of-vat) are in scope of the Public Contracts Regulations. These values are
reviewed every 2 years.

Key things to consider include:

who will have responsibility for managing any collaborative contract – this could be
as simple as confirming receipt of basic goods or could involve managing the
ongoing supplier relationship for a service contract
how you will resolve any problems between the supplier and a specific school
having risk management protocols in place
considering the time resources involved in managing the contract and how will
these be shared fairly between all schools

Similar challenges exist in sharing procurement expertise, such as:

defining the benefit for a school whose in-house expertise is being used by other
schools or academies
deciding if there are there any potential liability issues from following advice offered
by another school or trust

23. Does the school compare its non-staff expenditure against
the DfE approved frameworks to ensure best value for
money?



What this question means

DfE approved frameworks
Find a framework (https://www.gov.uk/government/publications/deals-for-schools/deals-for-
schools) provides information on a wide range of DfE approved frameworks that have
been assessed for compliance with procurement regulations, ease of use, suitability
and value for money.

Good practice

Find a framework (https://www.gov.uk/guidance/find-a-dfe-approved-framework-for-your-
school) provides access to DfE approved frameworks covering a wide range of goods
and services. Many schools have been able to make significant savings by reviewing
their existing arrangements against DfE’s approved frameworks.

It is good practice for schools to explore these deals, when their current arrangements
are drawing to an end, to determine if they could achieve greater value for money
than the school’s current arrangements, or to renegotiate their current deals based on
the prices and rates available through the DfE-approved frameworks. Advice and
guidance on this is available through the get help buying for schools
(https://www.gov.uk/guidance/get-help-buying-for-schools) service.

What to do if things are not right in your school

If your school has not yet reviewed or considered the DfE-approved frameworks,
governors should ask the school’s procurement leader to explore the deals available.



As procurement processes often require a long lead-in team, schools should review
the deals available well in advance of the end date of current arrangements.

Visit get help buying for schools (https://www.gov.uk/guidance/buying-for-schools) for
information on the support available to schools in the procurement process.

24. Does the school maintain its premises and other assets to
an adequate standard and make best use of capital monies for
this purpose?

What this question means

What an adequate standard is
The school estate should be maintained in a safe, working condition. It is important to
know your buildings and to have an asset management plan, which reflects the
performance and maintenance requirements of the elements referring to suppliers and
manufacturers’ guidance. You should consider the life-cycle and maintenance
requirements of the materials used to construct the premises - for example, the roof
coverings, the floor finishings, and the mechanical and electrical plant. Schools should
develop a process that enables them to prioritise work appropriately and strategically.

Schools’ legal responsibilities for maintaining their premises and other assets
In the case of most local authority maintained schools, the school’s premises,
including its land and buildings, will not be owned by the school itself, but by the local



authority or diocese. The role of the school is to act as the responsible custodian of
these premises.

It is important to understand who owns your school’s premises and your
responsibilities in relation to maintaining the premises. For example, the governing
body of a voluntary aided school may be required to notify the local authority of
expected capital expenditure and take account of advice from the local authority as to
the merits of the proposed expenditure. They may also be required to seek consent
from the local authority for the proposed works. Maintained schools that do not own
their premises and are unsure about their responsibilities should contact the owner of
the premises for further guidance.

For a school that was procured using the private finance initiative (PFI), the operation
of the school premises will be the responsibility of a private sector consortium,
technically known as a special purpose vehicle (SPV).

The SPV is responsible for building the school premises and undertaking
maintenance and life cycle replacement during the life of the contract (typically 25 to
30 years). Every PFI deal has its own particular characteristics, and it is important that
you understand the role and responsibilities of the SPV in relation to maintaining your
premises.

Good practice

DfE expects all schools to manage their estate effectively and strategically, to maintain
it in a safe working condition. Good estate management for schools
(https://www.gov.uk/guidance/good-estate-management-for-schools) provides guidance on
how to do this, including information on:



strategic estate management – having a vision, strategy and asset management
plan for your estate
information you need to know about your estate
planning and prioritising maintenance
health and safety

The GEMS self-assessment tool enables schools to check if they have the things they
need in place, and provides an action plan with links to the relevant guidance. GEMS
also contains a range of tools and checklists to help schools and responsible bodies
manage their school buildings and land.

Governing bodies should use these tools to identify areas for improvement and test
their responses with members of their senior leadership team.

What to do if things are not right in your school

If your premises and assets are in urgent need of repair or replacement
If you have identified work that needs to be carried out urgently and that has not been
planned for, the school should see if funding can be identified from within its current
budget to address urgent repairs. If the school is not able to fund the whole cost of the
work, if possible, you should develop a plan that addresses the work in stages and
that ensures the safety of those using the site. If you are a maintained school, contact
your local authority or diocese to see if they are able to offer exceptional assistance.

Further information



good estate management for schools (https://www.gov.uk/guidance/good-estate-
management-for-schools) provides comprehensive information and tools to support
both those who are responsible and those who are accountable for the
management of the estate
DfE and ESFA provide schools resource management support
(https://www.gov.uk/government/collections/schools-financial-health-and-efficiency),
including information, tools, training and guidance
schools financial benchmarking (https://schools-financial-benchmarking.service.gov.uk/)
contains data for all maintained schools and academies, and enables comparisons,
in a number of expenditure and workforce categories, with other similar schools
view my financial insights (VMFI) (https://www.gov.uk/government/publications/academy-
trusts-view-my-financial-insights) helps schools view and improve their financial
performance by providing an automated assessment of their data based on similar
schools. This assessment identifies areas that may require further attention and
matches your data with relevant guidance and resources
get help buying for schools (https://www.gov.uk/guidance/get-help-buying-for-schools)
provides free and impartial advice and guidance from procurement specialists for all
state-funded schools in England on buying goods and services

F. Protecting public money

25. Is the governing body sure that there are no outstanding
matters from audit reports or from previous consideration of
weaknesses by the governing body?



What this question means

Outstanding matters
When a school is audited, or analyses its strengths and weaknesses for itself, a
summary report should be produced that clearly sets out the issues or weaknesses
that the school needs to address. The school should then formulate a plan to address
the issues and weaknesses, and ensure that they are addressed promptly.
Outstanding matters are issues that have not been adequately addressed.

Why it is important for the governing body to be sure that there are no
outstanding matters
Issues that have been identified by auditors or by the school itself that have not been
resolved will hamper the operation of the school and may put public funds at risk. The
governing body therefore needs to make sure that they are dealt with promptly.

Good practice

Keep a record of outstanding matters
Schools should have a clear system for recording outstanding matters. Following an
audit, the governing body and headteacher should receive an audit report (for
maintained schools the auditors will be from the local authority, or commissioned by
them, unless the school has organised a separate external audit). Some local
authorities run theme-based audits using a sample of schools and schools should
make sure they receive and take into account these audit reports as well.

The school should establish a list of issues to be addressed and a timed plan for
addressing each issue.



How to ensure you deal with outstanding issues and weaknesses promptly
A timed action plan should be established to address each issue. Regular reports on
progress should be made to the governing body.

The school should ensure that responsibilities and lines of reporting are clear. Each
action should be assigned to a named owner who should have responsibility for
carrying it out and reporting back. The governing body should note formally when an
issue has been cleared.

What to do if things are not right in your school

If your school does not receive audit reports
If a school does not receive a report following an audit inspection, it should contact the
audit team as a matter of urgency.

If there are outstanding matters
If there are matters outstanding from previous audits or self-assessments, and there is
no action plan or the action plan has not been carried out in full, the school needs to
agree a revised action plan with timely milestones for actions that will resolve the
outstanding matters. The plan should attribute actions to named people with clear
deadlines.

If the school is not sure whether there are outstanding matters, it may be necessary to
go through the previous audit or self-assessment to see what issues were raised and
find out whether action has been taken on them.



26. Are there adequate arrangements in place to manage
related party transactions and has a complete list of related
party transactions been appended to the checklist document
(see template for recording related party transactions
(https://www.gov.uk/government/publications/schools-financial-
value-standard-sfvs))

What this question means

Related party transactions
A related party transaction is a contract or other agreement between the reporting
entity (in this case, school) and a person or entity that has close links with the persons
awarding the contract. It is a concept that largely applies to companies, but the same
principles apply to public bodies such as maintained schools.

Contracts or agreements with the school’s maintaining local authority or with trustees
of a voluntary school are not to be treated as related party transactions. Working
through a school company set up by the school is also not a related party transaction.
On school companies see The School Companies Regulation 2002
(https://www.legislation.gov.uk/uksi/2002/2978/contents/made).

The principle is not that related party transactions should never happen, but that
effective procedures should be in place to ensure that open and transparent
procurement procedures are followed, and any potential conflicts of interest are
declared and then adequately and appropriately managed.



Related party transactions which might arise in schools and need to be
declared
A member of the governing body, or a member of staff, or a close relative of such a
person, might have a stake in a company or organisation that was bidding for a
contract to be awarded by the school. The governor or member of staff concerned
must declare this interest as it arises and take no part in the procurement procedure.

The same would apply if a close relative of a governor or member of staff was
applying for a job at the school, though that is not to be reported as a related party
transaction under SFVS.

How interests should be declared to avoid conflicts of interest
The principal route for this is the declaration of business interests (Question 4).
However, if any situation arises which is not covered by the register of business
interests, any governor or member of staff should look to err on the side of making a
new declaration of interest rather than putting the school in a potentially difficult
position where a relevant interest had not been declared.

Reporting related party transactions to your local authority
The school should have a record of any related party transactions that have been
arrived at through proper procedures and should append this list to the checklist,
using the template for recording related party transactions
(https://www.gov.uk/government/publications/schools-financial-value-standard-sfvs).

A related party transaction may, in some cases, provide the best deal and the best
value for money for the school. But to avoid any appearance of impropriety, the school
should keep a record of any related party transaction and append it to the checklist.
Contracts and agreements that are live in the year that the SFVS is being completed
for need to be reported. These should continue to be reported until the year in which
the contract ceases, at which point they can be removed from the list. Historic related
party transactions are not to be reported.



Unlike in the academy sector, schools do not need to seek authorisation for related
party transactions and this list is only intended to assist local authorities with regard to
their duty to oversee and advise the schools they maintain.

It is recommended that local authorities pay closest attention to those related party
transactions valued at over £20,000. There is no function imposed on local authorities
to authorise or forbid any such transaction (as is required in the academy sector).
However, they will be required to report to DfE on the total number and value of
related party transactions in maintained schools in their local authorities. Individual
local authorities have discretion as to whether to impose further controls or require
additional information.

What to do if things are not right in your school

If you have an existing related party transaction that is not properly
documented
You should immediately take steps to document the procurement process and the
transaction as indicated above. If this suggests there may have been some
impropriety, you should consider whether the school ought to extract itself from the
contract or agreement and, if so, how this might best be done. Appropriate legal
advice should be taken in this scenario.

27. Are there adequate arrangements in place to guard
against fraud and theft by staff, contractors and suppliers?



What this question means

Adequate arrangements against fraud and theft
Schools need a robust system of controls to safeguard themselves against fraudulent
or improper use of public money and assets. Arrangements should both prevent
malpractice, and enable prompt detection should it nonetheless occur.

Possible types of fraud and theft
This list gives examples but cannot be exhaustive:

theft, such as retaining cash collected for school dinners, trips or taking away
school assets for personal use
false claims, such as travel which did not take place or for unworked overtime
unauthorised purchase of equipment for personal use
improper use of petty cash for personal purposes
failing to charge appropriately for goods or services, such as not charging for school
rooms used for private functions or providing improper gifts or hospitality
processing false invoices for goods or services not received and pocketing the
proceeds
making false entries on the payroll, such as inventing a fictitious employee and
arranging to be paid an additional salary
payment of inappropriate bonuses
misusing school financial systems to run a personal business
improper recruitment, such as employing a family member or individual known
personally to a member of staff without following appropriate recruitment
procedures
buying from a supplier or contractor known personally to a member of staff without
following required procurement procedures or declaring a business interest



separating purchases to avoid tendering thresholds
suppliers or contractors failing to deliver the agreed goods or services but still being
paid in full

Noting any instance of fraud or theft detected in the past 12 months
All schools should keep a written log of any instances of fraud or theft detected. This
should include attempted fraud or theft, so long as this would not prejudice any
ongoing action such as legal action against the perpetrators. This log will help the
school to identify patterns of misconduct and any weaknesses in their current
arrangements that need to be addressed.

Why you need to have adequate arrangements in place to guard against fraud
and theft
Schools manage substantial sums of public money and consequently need to
safeguard public funds. Local authorities would be likely to take strong action against
maintained schools that appeared persistently vulnerable to fraud and theft.

Good practice

How to ensure that your school has adequate arrangements in place to
safeguard against fraud and theft
The governing body will expect the headteacher and other senior staff to assure them
that adequate arrangements are in place, rather than seeking to put operational
arrangements in place themselves. The main features of such arrangements are likely
to include:



financial management checks, reconciling accounts at the end of each month and
keeping an audit trail of documents
separation of duties – no one member of staff should be responsible for both
validating and processing a transaction, for example, certifying that goods have
been received and making the payment for them
strictly limited access to systems for authorising and making payments
spot checks on systems and transactions – this will help identify new risks and
measure the effectiveness of existing controls. It also indicates to staff that fraud
prevention is a high priority
investigation and logging of every incident of irregularity, including instances of
attempted fraud
careful pre-employment checks on staff who will have financial responsibilities
making staff members’ financial responsibilities clear through written job
descriptions and desk instructions

Make the information available to all staff
The governing body and headteacher should 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 should be included in
induction for new school staff and governors. Staff should be reminded of this
information if an incident occurs.

What to do if things are not right in your school

If adequate arrangements are not in place in your school
Adequate arrangements will need to be put in place as soon as possible. If you are
unsure how to do this, you should contact your local authority urgently. You need to



identify which arrangements are not adequate and agree an action plan to address
them with a deadline for implementation. Once the new arrangements are in place,
you should evaluate their effectiveness and regularly review the school’s full
arrangements to make sure they remain adequate.

If fraud or theft is suspected or discovered, including any instances of
attempted fraud or theft
Maintained schools should contact their local authority for help and support in
instances where fraud or theft is suspected or discovered and should always report
the matter to the local authority.

28. Are all staff aware of the school’s whistleblowing
arrangements and to whom they should report concerns?

What this question means

Whistleblowing
Whistleblowing means the confidential raising of problems or concerns within an
organisation (school) or within an ‘independent review structure’ associated with that
organisation. For maintained schools, this is your local authority. It provides protection
for individuals who disclose malpractice and wrongdoing.

Why it is important for schools



Whistleblowing allows individuals to bring to notice such matters as malpractice,
wrongdoing and victimisation. The confidentiality of the process should encourage
individuals to raise problems or concerns.

Issues covered by whistleblowing
Malpractice and wrongdoing will include the following, but the precise coverage and
terms used can vary:

any unlawful act, whether criminal or a breach of civil law
maladministration, as defined by the local government ombudsman
breach of any statutory code of practice
breach of, or failure to implement or comply with, financial regulations or standing
orders
any failure to comply with appropriate professional standards
fraud, corruption or dishonesty
actions which are likely to cause physical danger to any person, or to give rise to a
risk of significant damage to property
loss of income to the school
abuse of power, or the use of the school’s powers and authority for any
unauthorised or ulterior purpose
discrimination in employment or the provision of education
any other matter that staff consider they cannot raise by any other procedure

Good practice

The school should have whistleblowing arrangements in place



All schools should have whistleblowing arrangements in place and governing body
minutes should record that they do. For maintained schools, the arrangements should
be based on the local authority policy, which applies to all schools within their remit,
and could be tailored as appropriate for the school.

The school staff should have someone trustworthy to report their concerns to
The governing body should agree one or more members of the school’s staff and of
the governing body to whom staff can report concerns. Also, maintained schools
should make known to staff one or more people at the local authority whom their staff
can report concerns to if they feel a need to go outside the school. All school staff
should be made aware of this information.

What to do if things are not right in your school

Introducing or improving your whistleblowing arrangements
If your school does not have current whistleblowing arrangements and is a maintained
school, your local authority will have a policy which applies to all schools within their
remit. You could contact them for a copy of this or further advice.

You should think how your local authority’s policy could be tailored so that it fits the
specific circumstances of your school and ensure that you have appointed named
members of staff and governors whom other staff can report concerns to.

Making staff aware of the school’s whistleblowing arrangements
If staff are not currently aware of the whistleblowing arrangements, they should be
informed about them in a way that is easy for all to see. In particular, they should be
made aware of the:



protection that is available to all members of staff, including temporary staff and
contractors
areas of malpractice and wrongdoing that are covered
routes available within the school and the local authority for raising issues

29. Does the school have an accounting system that is
adequate and properly run and delivers accurate reports,
including the consistent financial reporting return?

What this question means

An adequate accounting system
The main characteristics of an adequate accounting system are that it:

accurately records income and expenditure
produces reliable and accurate management information, including providing
decision makers with timely and accurate information relevant to their
responsibilities and requirements
contains adequate internal control measures to ensure the protection of assets and
the provision of reliable information
is sufficiently flexible to accommodate changes in volumes and operating
procedures without requiring drastic modification

For maintained schools, if the school is not using the local authority’s accounting
system, then the school’s system needs to be capable of consolidation with the local



authority’s accounts and of producing reports and information required by the local
authority.

Information the system needs to record
The accounting system should record detailed information on income and
expenditure, covering all of the school’s financial transactions. For maintained
schools, it must be capable of recording data in such a way that it can provide details
of revenue income and expenditure, capital income and expenditure and balances
that fit the consistent financial reporting (CFR) data requirement (see further
information). The system should support the production of accurate reports so that the
school can effectively monitor the budget throughout the year.

As school funding is driven by the numbers of school pupils and their characteristics,
schools should have up to date and accurate records on all their pupils.

Why an adequate accounting system is important
Schools are responsible for large sums of public money and so it is vital that they
have accounting systems that allow them to accurately record and monitor their
income and expenditure. Accurate budget monitoring reports will provide important
information about spending patterns that help schools to make realistic forecasts of
year-end under or overspends. Producing the CFR return enables maintained schools
to benchmark their spending against similar schools and consider in which areas they
could achieve better value for money.

Good practice

A good accounting system should enable the school to easily produce
monitoring reports with different levels of detail



The system should be able to produce reports, which include information such as:

annual and profiled budget
actual spend to date (paid out of the school bank or by the local authority)
comparisons of expected spend and actual expenditure
end-of-year projections
a good accounting system should automate the production of monitoring reports

A good system should automatically generate reports from base financial
records
Schools should expect their accounting system to automate the production of the
numeric budget-monitoring reports as much as possible, by either:

using the reporting functions provided in school finance software packages
downloading data from less flexible systems into linked spreadsheets that
automatically pick up and summarise cost centre codes

Schools should ensure the information they record and the reports produced
are accurate
Schools are responsible for ensuring their information is up to date and accurate for
their own benefit and because, for maintained schools and their annual CFR returns,
these are used widely by the department, local authorities, other schools for
benchmarking purposes and the general public.

A good accounting system will be able to produce data extracts in common industry
standard formats (for example, XML). This enables maintained schools to meet their
statutory requirements for providing data to DfE.



What to do if things are not right in your school

If your school does not have an adequate accounting system
Many providers offer school accounting systems and the school should identify which
system best meets their needs. For maintained schools, your local authority should be
able to offer advice on the options available and the ones that are compatible with
their system.

30. Does the school have adequate arrangements for audit of
voluntary funds?

What this question means

Voluntary funds
Voluntary funds are any funds from non-public sources that exist for the purposes of a
school and are established under the authority of the school governors. They are
sometimes known as school private funds. They might include income from parents or
pupils, and donations from parents or members of the public. Most schools have such
funds.

Why voluntary funds need to be audited
Voluntary funds operate alongside public funds and there is a need for audit on both
sides to guard against any misuse of public funds. Most voluntary funds will be set up



on a charitable basis and charity law also requires them to be audited in an
appropriate way.

Local authority schemes for financing schools should include a provision requiring
maintained schools to provide audit certificates to the local authority in respect of
voluntary and private funds held by schools.

Good practice

All schools should ensure their funds are adequately audited
Voluntary funds should be audited annually and the audit should be completed within
3 months of the end of each financial year. All funds should be audited by an
independent person who is not associated with the fund in any other way.

Funds should be audited by a qualified accountant who will provide a certificate in
accordance with published professional standards. However, very small funds could
be audited by a suitable individual familiar with the principles of accountancy rather
than necessarily a qualified accountant.

For maintained schools, there may be relevant provisions concerning the audit in the
local authority’s scheme for financing schools.

What an audit should cover
The purpose of an audit is to provide independent assurance to governors that:

the fund concerned is being correctly operated in accordance with the fund
objectives
the financial statements produced by the fund manager are correctly stated



In order to do this the auditor will test that:

all income has been correctly accounted for
the monetary balances reconcile
the stated monetary balances do in fact exist
expenditure is reasonable and in accordance with the fund objectives
funds have not been used as a vehicle for personal transactions
guidelines for record keeping have been followed

Making accounts available
Under Charity Commission guidelines the accounts of a school’s voluntary funds
should be made available on demand to interested parties, for example staff or
parents. Many schools appear not to be aware of this. Also, the school should make
the accounts and audit available to the governing body.

What to do if things are not right in your school

If your voluntary funds are not being adequately audited
Schools should appoint an appropriate auditor as soon as possible. A local accountant
should be suitable, provided they are not otherwise associated with the fund.

If accounts for past years have not been audited, they should be audited along with
the most recent accounts and then an appropriate annual cycle of audit should be
established at the end of the financial year.

Maintained schools will need to take account of any relevant provisions in the local
authority’s scheme for financing schools.



Further information

Maintained schools should contact their local authority for further information and
support.

Useful information on whistleblowing (https://www.gov.uk/whistleblowing) in the public
sector is available.

Protect (https://protect-advice.org.uk) (formerly Public Concern at Work) is a charity
providing support for organisations on whistleblowing and confidential independent
advice to workers who have concerns about some wrongdoing in the workplace.

There is further information available about the reports DfE requires as part of
consistent financial reporting (https://www.gov.uk/guidance/consistent-financial-reporting-
framework-cfr).
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