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SECTION 1.	INTRODUCTION



1.1	The Funding Framework



The Funding Framework is based on the legislative provisions in Sections 45-53 of the School Standards and Framework Act 1998, recently updated 



The Education (LEA Financial Schemes)(Wales) Regulations 2004, The Schools Budget Shares (Wales) Regulations 2004, and The LEA Budget, Schools Budget and Individual Schools Budget (Wales) Regulations 2003.



Under this legislation, Local Education Authorities (LEAs) determine the size of their LEA Budget.  The categories of expenditure which fall within theLEA Budget are prescribed under regulations.  



Expenditure is classified under 3 main areas: - 



Individual School’s Budget (ISB) – Schools formula allocations.

Schools Budget – this comprises the ISB plus a number of other headings, defined in summary on the Education RA return attached as Annex A.

LEA Budget – comprising in the main strategic and usually centrally held service areas.



LEAs must distribute amounts from their ISB amongst their maintained schools according to a formula which accords with The Schools Budget Shares (Wales) Regulations 2004 and enables the calculation of a budget share for each maintained school.  This budget share is then delegated to the Governing Body of the school concerned, unless the school is a new school which has not yet received a delegated budget, or the right to a delegated budget has been suspended in accordance with Section 51 of the Act.  The financial controls within which delegation works are set out in a scheme made by the LEA in accordance with Section 48 of the Act, and approved by the National Assembly for Wales.



Subject to provisions of the scheme, Governing Bodies of schools may spend budget shares for the purpose of their school.  They may also spend budget shares on any additional purposes prescribed regulations made under Section 50 of the Act.



An LEA may suspend a school’s right to a delegated budget if the provisions of the school financing scheme [or rules applied by the scheme] have been substantially or persistently breached, or if the budget share has not been managed satisfactorily.  There is a right of appeal to the National Assembly.  A school’s right to a delegated budget share may also be suspended for other reasons [Section 17 of the SSAF Act 1998].
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The Authority is obliged to publish each year, a statement setting out details of its planned LEA Budget, showing the amounts to be centrally retained, the budget share for each school, the formula used to calculate those budget shares and the detailed calculation for each school.  After each financial year, the Authority must publish a statement showing out-turn expenditure for each school and the balances held in respect of each school.



The detailed publication requirements for financial statements and for schemes are set out in regulations, but each school must receive a copy of the scheme and any amendments and each year’s budget and out-turn statements so far as they relate to that school or central expenditure.



1.2	The Role Of The Scheme



The LEA will take on a strategic role in determining the total resources available to schools, establishing a basis for the allocation of resources to individual schools by means of a formula, and setting out arrangements for the monitoring of the performance of schools.  The scheme outlines the financial relationship between the Authority and the maintained schools that it funds in respect of financial management and associated issues that are binding on both the Authority and its schools.



1.2.1	Application Of The Scheme To The Authority And Maintained Schools



This Scheme applies to all Community, Voluntary or Foundation Schools in the Authority.  Appendix (1) lists all the schools in Caerphilly County Borough Council.



1.3	Publication Of The Scheme



The scheme will be distributed to the Headteacher of every school in the Authority and a copy will be available to every Governing Body.  The Scheme will be available on the Authority’s website and a copy will be available at all times in the principal education offices.



1.4	Revision Of The Scheme



All proposed revisions to the Scheme will be subject to consultation and will require the approval of the National Assembly for Wales.



Any revisions to the Scheme will be notified to Headteachers and Governing Bodies once they have been approved.
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1.5	The Role of The Authority, the Governing Body and Delegation Of Powers To The Headteacher



1.5.1	The Role Of The Authority



Within the framework of legislation, the Authority may retain funding centrally to support its role in respect of:-



-	Strategic Management

-	Access [Planning of School places, admissions, transport etc]

-	School Improvement

Provision of a Specialised Nature

Transport



1.5.2	The Role Of The Governing Body



Within the framework of legislation, the Governing Body sets the broad strategy for the school’s development, through the cycle of performance assessment, target setting, action planning and review.  The Governing Body is responsible for the school’s budget.  For voluntary, foundation and foundation special schools, the Governing Body is the employer of the staff; for other categories of school it undertakes many of the functions of the employer, but not as the employer of the staff.



1.5.3.	Delegation Of Powers To The Headteacher



The Governing Body of a school can delegate some powers to the Headteacher.  It is not possible to delegate certain powers, which must be retained as the responsibility of the Governing Body.  The extent of the powers to be delegated is a matter for the Governing Body and, once decided, must be recorded in the minutes of the Governing Body.  Any changes in respect of delegated powers should also be recorded in the minutes of the Governing Body.



The Authority recognises that Headteachers are responsible for day to day operational matters in the school, but would strongly advise that the following decisions are not delegated to Headteachers:-



i)	Appointments of any staff on a permanent basis;

ii)	Salary enhancements, including the allocation of responsibility points and the regrading of posts;

iii)	The sanctioning of overtime above that level agreed when the school budget is approved;

iv)	A substantial change to a contract of employment eg., Job Share;

v)	The approval of teacher exchanges and staff secondments;

vi)	Paid leave in excess of a cumulative period of 5 school days during term time;
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vii)	Virements of budgets over a certain limit, £10,000 in Secondary Schools and £1,000 in Primary Schools;

viiii)	The use of the school premises;

ix)	Structural alterations to the school buildings;

x)	The purchase of any Service Level Agreement (SLA) and the awarding of contracts in excess of £5,000;

xi)	The awarding of any operating lease agreements.



Throughout the Scheme, further references are made to the requirement of a Governing Body decision.  In these instances, it is not possible to delegate the responsibility to the Headteacher.



1.6	Maintenance of Schools



The Local Education Authority is responsible for maintaining the schools covered by the scheme and this includes the duty of defraying all the expenses of maintaining them [except in the case of a voluntary aided school where some of the expenses are, by statute, payable by the Governing Body and in the case of Foundation Schools where there is a power but not a duty to meet Capital expenditure].  Part of the way an Authority maintains schools is through  the funding system put in place under sections 45 to 53 of the Schools Standards and Framework Act 1998.
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SECTION 2.	FINANCIAL REQUIREMENTS  - AUDIT



2.1	Application Of Financial Controls To Schools



2.1.1	Introduction



Schools are required in the management of their delegated budgets to abide by the Authority’s requirements on financial controls and monitoring - both those in the Scheme and the Financial Regulations and Standing Orders of the Authority.



2.1.2	Provision Of Financial Information And Reports



The Authority will require periodically details of actual expenditure and income for each school to enable the Deputy Chief Executive to fulfil his statutory duties in relation to Section 151 duties.



The format and extent of information required will be dependant on the financial system used in the school.  The Authority and the school has access to all expenditure and income on its mainframe accounting system, but no access to financial information held by schools with their own bank accounts, therefore, information will be required more frequently and in more detail from these schools.



In addition to budgetary information, see paragraph 2.3., the Authority will require financial information in a format and at times as detailed in ‘Preparing Your Budget’.



2.1.2.1	The Authority will issue to all schools, a schedule detailing information that is required as part of the scheme, with dates the information is required.



2.1.3	Payment of bills/salaries and wages



2.1.3.1	Payment of Bills



All schools must adhere to the financial procedures as outlined in the Authority’s Financial Regulations.



2.1.3.2	Payment of Salaries and Wages



(i)	For those schools purchasing the full package of services in the Authority’s SLA for payroll services, financial controls and procedures will be the responsibility of the Authority and schools will be indemnified against financial penalties from the Inland Revenue and the Contributions Agency as long as they follow Authority advice and procedures.
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(ii)	For those schools purchasing a part package for payroll services from the Authority, the extent of the financial accountability of the Governing Body may be different dependent on the options purchased.  Therefore, the SLA will include information relating to the financial procedures and responsibilities of Governing Bodies if certain options are not purchased.



(iii)	For those schools purchasing payroll services outside the Authority, the responsibility, accountability and liability in respect of payroll provision will be a matter for the Governing Body.  The school must provide salary related costs in a format prescribed by the Authority to enable financial information to be incorporated into the Authority’s accounting system, by a date to be determined by the Authority.  Also see 2.1.3.3 below and Section 7 on Taxation.



(iv)	For those schools providing their own payroll services, the requirements will be as in (iii) above.



2.1.3.3	Teachers Pensions and Local Government Pension Fund Scheme (LGPFS)



The LEA is responsible for remitting pension contributions to the Teachers Pensions Agency and LGPFS in respect of all those schools maintained by it.  This means that any school which has payroll administration handled by an organisation other than the LEA will need to make arrangements for supplying contributions to the LEA and for enabling the LEA to have audit assurance that those contributions are correct.



2.1.4	Control Of Assets



Each school must maintain an inventory of its moveable non-capital assets with more than £1,000 per item.  An inventory list should be updated to the 31st March each year and sent to the Authority by the 30th June.  The format of the inventory will either be in a format prescribed or agreed by the Director of Education & Leisure.



The school should comply with procedures detailed in the Authority’s guidance in relation to custody matters in respect of inventories.



2.1.5	Accounting Policies



The Authority will advise schools with regard to the accounting policies agreed by the Authority and in conjunction with the Authority’s external auditors.



The Authority will issue procedures required of schools as part of the closure of the year end accounts.
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2.1.6	Writing Off Of Debts



The Governing Body should notify the Deputy Chief Executive, in writing, in respect of any debts that are judged to be irrecoverable.  The Deputy Chief Executive will advise as to whether the recovery procedures should still be pursued or approve that the debt be written off.



Debts will be written off against the school budget share.



2.2	Basis of Accounting



The Authority is required to produce its accounts in a format based on an accruals basis for accounting.  Schools must submit all financial information to the Authority in this format, although schools can opt for a cash basis for their internal accounts.



2.3	Submission Of Budget Plans



The Authority will supply schools information with regard to estimates in respect of inflationary and pay award assumptions in March to assist in the preparation of the budget.



The budget must be submitted in accordance with the guidance and format as outlined in a separate publication entitled ‘Preparing Your Budget’, available at all schools.



The budget must be received by the Authority by the 31st May each year in a format as prescribed in ‘Preparing Your Budget’.  The budget must be approved by the Governing Body and a copy of the minute showing this should be included with the budget submitted.



As detailed in ‘Preparing Your Budget’, the school should submit an updated budget at set times during the financial year, with evidence that the Governing Body have been regularly updated in respect of any changes.  



These updates should include the final confirmed under/over spend of the school as notified by the Authority by the 10th June.



2.4	Best Value



The Governing Body must demonstrate that the school are working towards the principle of Best Value when constructing their budgets and incurring expenditure, especially in relation to the purchase of services and equipment, where the school must demonstrate that alternative quotations have been obtained in accordance with Financial Regulations.  Further guidance in respect of Best Value is contained in Appendix II.
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2.5	Virement



Schools can vire monies within their budgets without the Authority’s approval.  The Authority advises that all virements above a certain level be approved by the Governing Body.  [see Paragraph 1.5 for guidance on virements]



All virements must be notified to the Governing Body and a signed record should be maintained in the school.  All budgetary information submitted to the Authority must include virements as approved by the Governing Body.



2.6	Audit  :  General



i)	The Role of Internal Audit



In accordance with Accounts and Audit Regulations, approved by Parliament, the Deputy Chief Executive is responsible for maintaining an ongoing internal audit of the Authority’s accounts, financial and related operations.



This will include periodic audits of schools to



a)	examine the financial administration and to ensure that suitable controls exist and are operating satisfactorily



b)	ensure compliance with financial regulation, policies and procedures



c)	ensure the Authority’s assets and interests are accounted for and safeguarded against losses etc.



d)	the suitability and reliability of financial and other management related information.



Following the audit and meeting with the Headteacher to discuss findings and allow feedback, the Headteacher and Chairperson of the Governing Body will be provided with a copy of the final audit report, the purpose of which is to assist both in their respective roles.  It is the Chairpersons responsibility to provide this copy to either the full Governing Body or appropriate Sub-Committee.



ii)	The Role of External Audit



The Authority’s external auditors who have separate legal powers may also, from time to time, visit selected schools in order to undertake work/review controls/financial records in accordance with their legal responsibilities.
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iii)	General



Auditors should be allowed access to premises/records/cash/property/ correspondence etc. related to any financial and related activities of the Authority and receive explanations as necessary in relation to the Audit visit.



Those schools with their own bank accounts will be audited more frequently and the audit procedures will differ to take account of this.



iv)	Irregularities



Any costs associated with the Audit function are non delegatable to schools, therefore, there would not normally be a charge for Audit Services.  In exceptional situations as outlined below, the Authority reserves the right to charge for Internal Audit services:-



i)	An ad hoc audit is required by the Headteacher, Governing Body, Director of Education & Leisure or the Deputy Chief Executive due to evidence of a potentially illegal or fraudulent practice at the school.



ii)	The financial records in the school are inadequate and the school have failed after an initial warning to update their financial system to a standard acceptable to the Deputy Chief Executive.



iii)	An outside provider or member of the school based staff has corrupted the Authority’s financial system.



The Director of Education & Leisure will consult with the Governing Body in all instances regarding any of the above.



2.7	Separate External Audits



A Governing Body may spend funds from its budget share to purchase any form of external audit.  This would be separate from the Authority’s internal and external audit obligations and is not a scheme requirement.



2.8	Audit of Voluntary and Private Funds



The school is required to provide audit certificates in respect of every unofficial/private fund held by the school and the accounts of any trading organisations controlled by the school.  The Authority will issue guidance in it’s ‘Private Fund Regulations’ handbook.
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Audit certificates should be received by the Authority by the 30th June for the preceding financial year.



The Chief Internal Auditor will, as part of the current audit programme of work, continue to examine the controls around the operation of School Private Funds which is not part of the annual audit of accounts, unless the Governing Body confirms in writing that it would prefer these funds to be excluded from the audit programme.



2.9	Register of Business Interests



The Governing Body are required to establish and update, 1999, a register which lists for each member of the Governing Body and the Headteacher any business interests they or any member of their immediate family have.  The register must be kept up-to-date and any changes notified through an annual review of entries.  The register must be available for inspection by the LEA, governors, staff and parents.



2.10	Purchasing, Tendering and Contracting Requirements



The Governing Body must abide by the Authority’s Financial Regulations and Standing Orders in purchasing, tendering and contracting matters, except where the regulations and standing orders require a school to:-



a.	do anything incompatible with any of the provisions of the scheme or any statutory provision or any E.U. Procurement Directive



b.	seek LEA officer countersignature for any contracts for goods or services for a value below £60,000 in any one year



c.	select suppliers only from the Authority’s approved list



d.	seek fewer than three tenders in respect of any contract with a value exceeding £10,000 in any one year



With regard to all contracting matters, the Governing Body must assess in advance, where relevant, the health and safety competence of contractors, taking account of the LEA’s policies and procedures.



2.11	Application of Contracts to Schools



Schools may opt out of LEA arranged contracts unless they have confirmed, in writing, to the purchase of a Service Level Agreement for a fixed period with an agreed period of notice by either party to the contract.



Governing bodies are reminded that although they are empowered under paragraph 3 of Schedule 10 to the School Standards and Framework Act 1998 to enter into contracts, in most cases they do so on behalf of the LEA as maintainer of the school and owner of the funds in the budget share.
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However, other contracts may be made by a governing body where there are clear Statutory obligations e.g. contracts made by aided or foundation schools for the employment of staff. 



2.12	Central Funds and Earmarking



At certain times, the Authority will delegate earmarked funds to schools.  This will not always mean an enhancement to their formula allocation, it could be in the form of a grant for supplies and services that would be paid centrally.



Specific guidance and instructions will be issued as and when these funds become available.



The LEA will not make any deductions in respect of interest costs, from payments to schools of devolved specific or special grant.



2.13	Capital Spending from Budget Shares



A Governing Body may approve expenditure on capital related items from the school’s budget share.  The Director of Education & Leisure must be notified and consent sought if this involves expenditure in excess of £20K not withstanding paragraph 12.2 on the school buildings and grounds.
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SECTION 3	INSTALMENTS OF THE BUDGET SHARE BANKING ARRANGEMENTS



3.1	Frequency of Payment



The cash allocation can reflect either the non-pay related or the total budget share of a school.



3.1.1.	Non-Pay Related Budget Share



The cash allocations will normally be paid to schools in four equal instalments on the working day closest to the 1st April, 1st July, 1st October and 1st January, for the financial year.



A school can elect to receive cash allocations monthly.  These will be payable on the 1st of each calendar month and a formal request must be made to the Director of Education & Leisure prior to the commencement of the financial year.



Interest clawback deductions will be levied on the above cash allocations.  There may be an extra administration charge if the school elects to have more than four cash allocations during a financial year.



3.1.2.	Total Budget Share



The non-pay related element will be allocated as in 3.1.1. above.  The pay related element will be allocated in twelve equal instalments on the 28th of each calendar month.



There will be no interest clawback deductions for the pay related element, as the profile reflects very closely pay related cash transactions.



For those schools purchasing their payroll services from the Authority, a cash deduction based on the previous months gross salary costs plus employers National Insurance and Superannuation contributions will be deducted automatically on the 28th of each calendar month.  A reconciliation will be calculated after each cash deduction when actual salary costs for that month are known.  Any adjustments will be taken/added to the next cash allocation.



For those schools providing their own payroll services or contracting the services to an outside provider, salary, PAYE, NI and Superannuation payments will be a matter for the Governing Body.



There may be an administration charge for those schools requiring cash allocations in respect of pay-related elements of the budget share.
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3.2	Proportion of Budget Share Payable at each instalment



3.2.1	Non-Pay Related



Cash will be allocated according to the percentage of the budget share relating to non-pay expenditure.  The percentage will be calculated using the school’s budget submitted to the Authority by the 31st May.



The initial cash allocation on the 1st April will be calculated using the previous years percentage proportion and an adjustment will be made to the 1st July cash allocation when the school’s budget has been received.



Schools must notify the Authority of any virements that take place during the financial year between pay and non-pay related items to enable a cash adjustment on the next quarterly allocation to reflect any changes.



At the financial year end, a reconciliation will take place to calculate the percentage of pay related expenditure as a proportion of the total budget share using actual salary costs for that financial year.  Any cash adjustments required will be made to the 1st July allocation after the year end close.



3.2.2.	Pay Related



At the financial year end, a reconciliation will take place to calculate the total cash allocated in respect of pay and non pay related expenditure to ensure that this represents the total budget share.



Schools will be required to check and agree pay related transactions on a monthly basis throughout the year.



3.3	Interest Clawback



The Authority will clawback from each quarterly cash allocation, a sum that notionally represents interest lost by the Authority as a result of advancing cash.  Interest earned during the year will be retained by the school, at the financial year end an adjustment will be made in line with paragraph 4.3.



The calculation will be based on 12 equal monthly values.  This is for ease of administration and simplicity, as spend profiles of schools do not show any commonality.



The quarterly cash allocation will include 3 months payments in advance.  Therefore, month 1 represents interest lost on 2/3 of the cash value for month 1.  Month 2 represents interest lost on 1/3 of the cash value for 1 month.  Interest deductions will be based on the Average Base rate of the previous quarter plus 1%.
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The following is a simple example:-



If the Average Base Rate for the previous quarter was 7.5%, the interest deduction will be 7.5% plus 1%  =  8.5%.



If the quarterly cash allocation has been calculated at £30,000, the interest clawback would be:-



�Cash Allocation�Spend Profile�Net Cash Position At Month End�Interest Lost��Month 1�30,000�10,000�20,000�£20,000 x 8.5% ÷ 12  = £141.67��Month 2��10,000�10,000�£10,000 x 8.5% ÷ 12  = £70.83��Month 3��10,000�NIL�NIL�����������TOTAL�£212.50��



The interest clawback is calculated on the net cash position which notionally represents monies the Authority are advancing.



The LEA will add interest at the same rate used in the clawback calculations if quarterly allocations are paid late as a result of LEA error.



3.4	Budget Shares for Closing Schools



A school due to close that operates it’s own bank account will have cash allocations restricted to non-pay related on a monthly not quarterly basis, payable on the first of each calendar month.



3.5	Bank and Building Society Accounts



A school will be permitted to have their budget share payment paid into an external bank account.  See Section 3.2 for profile of allocations.  See paragraph 4.3 on interest.



Schools requesting a bank account must inform the Authority by 31st December prior to the start of the new financial year.  This will allow a period of time to undertake training and systems changes.  Costs associated with this will be chargeable to the school.



Once training and systems changes are satisfactorily completed funds will be transferred into an external bank account.



A school with a deficit balance and no bank account will not be allowed to have a bank account until the deficit balance is cleared.
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3.5.1.	Restrictions on Accounts



Schools will have a choice of Bank or Building Society accounts from the list as shown below:-



Barclays

Lloyds TSB

HSBC bank Plc

Nat West

Co-op

Abbey Plc

Halifax Plc

Nationwide Building Society

Alliance & Leicester 

Principality

Britannia Building Society



A school requesting an account from a Bank or Building Society not on the approved list, should seek written approval from the Deputy Chief Executive.



A school will be allowed only one account with only one financial institution, unless prior agreement is obtained by the Director of Resources.  Schools will not be allowed to operate under overdraft conditions and hold any credit, switch or cash cards



A school should have its bank account held in the name of the Authority and personalised for the school.



The Authority may require an account mandate that provides that the LEA is the owner of the funds, that the LEA is entitled to receive statements and that the LEA can take control of the account if the schools right to a delegated budget is suspended by the LEA.



3.6	Borrowing by Schools



A Governing Body can borrow money only with the written permission of the Secretary of State for Wales National Assembly for Wales.



The Deputy Chief Executive must be informed prior to any request.



3.7	Lease Agreements



Schools must inform the Deputy Chief Executive prior to confirmation of entering into a Lease agreement to enable the Authority to determine whether it will affect the basic credit approval.



3.8	Other Provisions



Schools with their own bank accounts will be required to submit the following financial information to the Authority:-
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i)	Bank Reconciliation statement



-	to be received by the Authority 2 weeks after the previous month end, for every calendar month;



ii)	Balance Sheet Reconciliations



-	All balance sheet codes must be reconciled quarterly and statements sent to the Authority 2 weeks after the end of the financial quarter and 4 weeks after the financial year end.





Proforma statements will be issued to schools with their own bank accounts in respect of the above.
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SECTION 4	THE TREATMENT OF SURPLUS AND DEFICIT BALANCES ARISING IN

		RELATION TO BUDGET SHARES



4.1	The Right To Carry Forward Surplus Balances



Schools will be allowed to carry forward from one financial year to the next, any shortfall in expenditure relative to the school’s budget share for the year plus/minus any balance brought forward from the previous year.



A balance to be transferred to a schools bank account would be calculated on a provisional basis and transferred at the date of change to a cheque book system.  The figure will be reconciled and updated once the section S2 Outturn Statement for that financial year has been confirmed.



4.2	Reporting On The Intended Use Of Surplus Balances



Governing Bodies will be required to report, in writing, to the Authority on the use which the school intends to make of surplus balances in cases where the total balance exceeds 5% of the school budget share, or £10,000, whichever is the higher.



4.3	Interest On Surplus Balances



The Authority will not pay interest on any surplus balances.  This also applies to schools with their own bank accounts.



The mechanism for schools with their own bank accounts will be as follows:-



The published school underspend will be used to calculate interest to be clawed back from the school.  The interest rate will be the average basic rate of the previous financial year as at the 30th June, 30th September, 31st December and 31st March plus 1%.



4.4	Obligation To Carry Forward Deficit Balances



In the case of schools that carry forward deficit balances, any overspend will be deducted from the following years’ budget share [see also 4.9].



4.5	Planning For Deficit Budgets



The Authority will allow schools to plan for deficits only in certain approved circumstances [see 4.9].



4.6	Charging Of Interest On Deficit Balances



The Authority will not charge interest on any overspend balances carried forward from the previous year, for those schools without their own bank account.
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4.7	Writing Off Deficits



The Authority cannot write off the deficit balance of any school, unless the school is closing or amalgamating (See 4.8)



4.8	Balance Of Closing And Amalgamating Schools



When a school closes, any balance [whether surplus or deficit] reverts to the LEA.  The LEA will then determine whether it is appropriate to transfer the balance or part of a balance to the school(s) that is (are) a successor to the closing school(s).



4.9	Licensed Deficits



The Authority may approve a school setting a deficit budget in certain exceptional circumstances.  Where a Governing Body seeks approval for a licensed deficit, the following will apply:-



a)	a school must be able to demonstrate via a financial action plan that the school budget will be brought into balance over a period upto 2 financial years.  In exceptional circumstances, the Director of Education & Leisure will consider a period over 2 years, but not exceeding 5 years.



b)	a written explanation as to how the deficit occurred.



c)	a licensed deficit upto a maximum of 2% of the school’s budget share or £10,000 [whichever is the higher] will be allowed. In exceptional circumstances, the Director of Education & Leisure will consider a deficit greater than these limits, where an action plan demonstrates clearly that the deficit can be fully recovered in less than 5 years (See 4.9 (a)).



d)	The cumulative effect of licensed deficits must not be greater than 20% of the value of all school balances.



the licensed deficit must be agreed, in writing, by the Director of Education & Leisure and the Deputy Chief Executive.



4.10	Loan Schemes



For those schools with bank accounts, a licensed deficit would normally require a loan to fund the shortfall in cash.  The Authority will consider loans over a period of up to 2 financial years and payable in full at the end of this period.  Interest will be charged on the loan at base rate plus 1%.  The loan must be agreed, in writing, by the Director of Resources and the Director of Education & Leisure and will be in accordance with the limits outlined in paragraph 4.9 (c).



�- 19 -





SECTION 5	INCOME



5.1	Income From Lettings



Schools are allowed to retain income from lettings of the school premises except where Joint Use arrangements exist with the Authority, or a Service Level Agreement with the Authority states otherwise.



Schools are allowed to cross-subsidise lettings for community and voluntary use with income from other lettings, provided there is no net cost to the budget share.  However, schools should have regard to directions issued by the LEA as to the use of school premises.



5.2	Income From Fees And Charges



Schools can retain income from fees and charges except where a service is provided by the LEA from centrally retained funds.  However, schools should have regard to any policy statements on charging produced by the LEA.



5.3	Income From Fund-Raising Activities



Schools can retain income from fund-raising activities.



5.4	Income From The Sale Of Assets



Schools will be allowed to retain the proceeds of sale of assets except in cases where the asset was purchased with non-delegatable funds [in which case it will be for the LEA to decide whether the school should retain the proceeds] or the asset concerned is land or buildings forming part of the school premises and is owned by the LEA.



Schools should have regard to ‘inventories, security and insurances’ in the ‘Good Practice Guide’.



5.5	Administrative Procedures For The Collection Of Income



Schools should refer to the ‘Good Practice Guide’ and the section on security and banking of cash.  Income should be banked against the school budget share rather than any private or voluntary funds.
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SECTION 6	THE CHARGING OF SCHOOL BUDGET SHARES



6.1	General Provision



The budget share of a school may be charged by the Authority without the consent of the Governing Body, but only in the circumstances expressly contained in this scheme as set out below.  Where such charges are to be made, the Authority will consult schools as to the intention to so charge and notify schools when it has been done.



The Authority will provide a procedure to resolve disputes where schools consider that charges have unreasonably been applied.



The Authority cannot act unreasonably in the exercise of any power given by the Scheme, or it may be the subject of a direction under S496 of the Education Act 1996.



6.1.1.	Salary Costs



The Authority will charge salaries to the schools budget share for school based staff at actual costs.



6.2	Circumstances In Which Charges May Be Made



6.2.1.	Where premature retirement costs have been incurred without the prior written agreement of the Authority to bear such costs [the amount chargeable being only the excess over any amount agreed by the Authority].



6.2.2.	Other expenditure incurred to secure resignations and other arrangements for termination of employment where the school had not sought or followed Authority advice.



6.2.3.	Awards by courts and industrial tribunals against the Authority arising from action or inaction by the Governing Body contrary to the Authority’s advice, or which such advice was not sought.



Awards may sometimes be against the Governing Body directly and would fall to be met from the budget share.  Where the Authority is joined with the Governing Body in the action and incurs expenditure as a result of the Governing Body not taking or seeking Authority advice, the charging of the budget share with Authority expenditure protects the Authority’s position.



6.2.4.	Expenditure incurred by the Authority in carrying out health and safety work for which the Authority is liable where funds have been delegated to the Governing Body for such work, but the Governing Body has failed to carry out the required work, including fines levied by the Health and Safety Executive.
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6.2.5.	Expenditure incurred by the Authority in making good defects in building work funded by capital spending from budget shares, where the premises are owned by the Authority.



6.2.6.	Expenditure incurred by the Authority in insuring its own interest in a school where funding has been delegated but the school has failed to demonstrate that it has arranged cover at least as good as that which would be arranged by the Authority [see paragraph 10.1].



6.2.7.	Recovery of monies due from a school for services provided to the school, where a dispute over the monies due has been referred to a disputes procedure set out in a Service Level Agreement and the result is that monies are owed by the school to the Authority.



6.2.8.	Recovery of penalties imposed on the Authority by the Board of Inland Revenue, the Contributions Agency or HM Customs and Excise as a result of school negligence, this would include not seeking and/or following Authority advice.



6.2.9.	Correction of Authority errors in calculating charges to budget share [eg., pension deductions].



6.2.10.	Additional transport costs incurred by the Authority arising from decisions by the Governing Body on the length of the school day and failure to notify the Authority on non-pupil days resulting in unnecessary transport costs.



6.2.11.	Legal costs which are incurred by the Authority because the Governing Body did not accept the advice of the Authority [see section 11].



6.2.12.	Costs of necessary health and safety training for staff employed by the Governing Body where funding for training had been delegated but the necessary training had not been carried out.



6.2.13.	Compensation paid to a lender where a school enters into a contract for borrowing beyond its legal powers or a leasing contract that results in a financial penalty and the contract is of no effect [see also paragraphs 3.6 and 3.7].



6.2.14.	Costs associated with Internal and External Audit Services in ensuring that financial records are updated to accurately reflect the state of affairs at the school, where a school has been keeping inaccurate and out of date financial records.  [see also paragraph 2.6]
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6.2.15.	Costs associated with Internal or External Audit Services as a result of the evidence of a fraudulent activity at the school; the known misappropriation of school funds; non-compliance in respect of financial regulations and provisions of the Scheme  [see also paragraph 2.6] and failure to account for VAT, PAYE, N.I. and Superannuation in accordance with regulations issued by H.M. Customs and Excise, the Board of Inland Revenue and the Contributions Agency, or any other Government Body.  [See also 6.2.8 above and paragraph 2.1.3.2]



6.2.16.	Recovery of grant funding where a school has been found to have used grant monies inappropriately.



6.2.17.	Cost of work done in respect of teacher pension remittance and records for schools using non-LEA payroll Contractors, the charge to be the minimum needed to meet the cost of the Authority’s compliance with its statutory obligations.  





6.2.18.	Costs incurred by the LEA in securing provision specified in a statement of SEN where the governing body of a school fails to secure such provision despite the delegation of funds in respect of that statement. 



6.2.19.	Costs incurred by the LEA due to submission by the school of incorrect data.



6.2.20.	Costs incurred by the LEA as a result of the governing body being in breach of the terms of a contract.
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SECTION 7	TAXATION



7.1	Value Added Tax



HM Customs and Excise have agreed that VAT incurred by schools when spending any funding made available by the LEA is treated as being incurred by the LEA and qualifies for reclaim by the LEA.  This does not include expenditure by the governors of a voluntary aided school when carrying out their statutory responsibilities to maintain the external fabric of their building.  Schools may well be liable for VAT for activities which H.M. Customs and Excise do not classify as ‘non-business’.  Further guidance in respect of VAT is available in a handbook which will be distributed to every school.



Schools without bank accounts who use the Authority’s mainframe accounting system via a SIMS interface or directly on-line, will be able to recover VAT on goods purchased for school use by ensuring that coding procedures are followed to enable the charging of the net of VAT cost of goods to the school budget share and the VAT to the Authority’s VAT control account.



Schools with bank accounts will be responsible for completing VAT returns to enable the Authority to claim any VAT owing on their behalf.  The VAT returns must be completed monthly and received by the Authority by the 10th of the month following the month of claim, all VAT reclaimed by the Authority on behalf of the school will be passed to the school budget share.



The rules governing VAT have always been applied stringently by H.M. Customs and Excise.  The Governing Body has the responsibility for accounting for VAT properly and, therefore, the school will be liable to pay any amounts owing [including fines and penalties] to H.M. Customs and Excise if the rules are not adhered to.  Advice and guidance, if required, may be available under a SLA with the Authority.  [See also paragraph 6.2.15]



7.2	Construction Industry Scheme (CIS)



The Authority will issue a procedure document in relation to CIS.  As in 7.1, the Governing Body will be liable for any amounts owing if the rules are not adhered to.



7.3	Pay as You Earn PAYE And National Insurance (NI)



Schools who decide not to purchase payroll services from the Authority under a SLA, must ensure that PAYE and N.I. are properly accounted for and will similarly be responsible for other statutory and non statutory payroll deductions and the accounting for these monies.
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The Governing Body are responsible for ensuring that the Board of Inland Revenue rules and regulations are adhered to.  Amounts owing to the Inland Revenue [including fines and penalties] will be the liability of the school.  [See also paragraph 6.2.15]
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SECTION 8	THE PROVISION OF SERVICES AND FACILITIES BY THE AUTHORITY



8.1	Provision Of Services From Centrally Retained Budgets



Where services are provided to schools from centrally retained funds, as indicated in Section 46 of the Schools Standards and Framework Act 1998, it will be for the Authority to determine the basis on which such services are provided.



The Authority will not discriminate in its provision of services on the basis of category of school except where:



a.	funding has been delegated to some schools only; or

b.	such discrimination is justified by differences in statutory duties.



8.2	Timescales For The Provision Of Services Bought Back From The Authority Using Delegated Budgets



Any arrangement with a school starting to buy services or facilities from the Authority will be limited to a maximum of three years from the date of the agreement. 



The Service Level Agreement may include a notice period by either party before the Service can be terminated, this may be a period shorter than the length of the contract.



8.2.1	Packaging



Services offered to schools on a buy-back basis by the Authority for which funding has been delegated will not be offered in a way which unreasonably restricts schools freedom of choice.  It may not be possible to offer certain services under a Service Level Agreement, such as insurances, premises related costs and supply cover.



The Authority may offer packages of services to schools at a discount; but this would not preclude any of those services being offered individually.



Services provided where expenditure has been delegated will be offered at prices which are intended to generate income which is no less than the cost of providing those services.



8.3	Service Level Agreements



8.3.1.	Where services or facilities are provided under a Service Level Agreement ~ whether without charge or on a buy-back basis ~ the terms of any such agreement starting on or after the inception of the scheme will be reviewed no longer than every three years.
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8.3.2.	Services offered by the Authority will be available on an ad hoc basis, albeit services offered on this basis will be charged for at a different rate from the same services provided under a Service Level Agreement.



8.3.3.	Confirmation of purchase of Service Level Agreement



In the majority of cases, services purchased under a Service Level Agreement will commence at the beginning of a financial year.  The Governing Body must confirm, in writing, as to whether it requires a service before the 31st March prior to the commencement of the financial year.
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SECTION 9	Private Finance Initiative (PFI)



The Authority will reach an agreement with Governing Bodies, where the school is in a PFI project, in respect of charges the school will have to bear for services incorporated in delegated formula funds.
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SECTION 10	INSURANCE



10.1	Insurance Cover



The Authority intend to hold insurance costs centrally in respect of buildings, for fire damage, aircraft and explosion; and Employers and Public Liability insurance.



It is a matter for the Governing Body to arrange insurance cover for those areas not insured by the Authority.



If funds are delegated to any school, in the future the LEA may require the school to demonstrate that cover is at least as good as the relevant minimum cover arranged by the LEA if the LEA makes such arrangements.



10.2	Voluntary Aided and Foundation Schools



The above schools will be responsible for insuring in respect of buildings, for fire damage, aircraft and explosion and Employers and Public Liability insurance.
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SECTION 11	MISCELLANEOUS



11.1	Right Of Access To Information



See paragraph 2.6 (iii).



11.2	Liability Of Governors



As the Governing Body is a corporate body and because of the term of Section 50[7] of the SSAF Act, governors of maintained schools do not incur personal liability in the exercise of their power to spend the delegated budget share, provided they act in good faith.



Breaches of the scheme are not in themselves failures to act in good faith; neither is rejection of Authority advice as to financial management.  However, an example of behaviour which is not in good faith is the carrying out of fraudulent acts.  In such circumstances, governors would incur personal liability for their actions.



11.3	Governors’ Expenses



Under Schedule 11 of the Act only allowances for purposes specified in regulations may be paid to Governors from the school budget share.  Payments of any other allowances is forbidden ie., payment of expenses duplicating those paid by the National Assembly for Wales, to additional governors appointed by him to schools under special measures.



11.4	Responsibility For Legal Costs



Legal costs incurred by the Governing Body, although the responsibility of the Authority, as part of the cost of maintaining the school [unless they relate to the statutory responsibility of voluntary aided and foundation school governors for buildings] may be charged to the school’s budget share unless the Governing Body acts in accordance with the advice of the Authority [see Paragraph 6.2.11.].



11.5	Health And Safety



Governing Bodies, in expending the school’s budget share, should have due regard to duties placed on the Authority in relation to health and safety and to the Authority’s policy on health and safety matters in the management of the budget share [See paragraph 6.2.4].



11.6	Right Of Attendance For Deputy Chief Executive



Governing Bodies must permit the Deputy Chief Executive of the Authority or her/his nominated representative to attend meetings of the Governing Body at which any agenda items are relevant to the exercise of her or his responsibilities.
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Such attendances will be limited to items which relate to issues of  probity or overall financial management and not be regarded as routine.



Prior notice of attendance will be given unless this proves to be impractical.



11.7	Delegation To New Schools



The Authority has the right to delegate selectively and optionally to the Governing Bodies of schools which have yet to receive delegated budgets.



11.8	In-Year Delegation



Where a school exercises an option to receive delegation for an item [where this is allowable] then this may only be exercised prior to the financial year that delegated funding is to be received.



11.9	Special Educational Needs



The Authority requires schools to use their best endeavours to ensure that when spending their budget share they have secured adequate SEN provision.  The Authority will issue guidance on levels of funding it would suggest Governing Bodies allocate from the school’s budget share to provide for pupils with SEN; along with the responsibilities the Authority will cover from centrally retained budgets.



The Authority will monitor SEN expenditure at schools.



11.10	Whistleblowing



xx



11.11	Child Protection



The Authority requires staff to be released by a school to attend child protection case conferences and related events.  Funding in respect of the costs associated with the release of staff are delegated in the formula allocation.   



11.12	School Meals



Governing bodies should have regard to the ‘food and Health in Schools’ document where school meals is a delegated function.  
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SECTION 12	RESPONSIBILITY FOR REPAIRS AND MAINTENANCE



12.1	Introduction



Funding for revenue repairs and maintenance of a non-capital nature will be delegated through the formula allocation to all schools.  Only capital expenditure will be retained by the Authority.  For these purposes, expenditure may be treated as capital only if it fits the definition of capital used by the Authority for financial accounting purposes in line with the CIPFA Code of Practice on local authority accounting.  In particular where in line with the  Code of Practice, local authorities use de minimis limits for defining what expenditure is treated as capital and what is revenue in their financial accounts, the same de minimis limits must be used in defining what is delegated.



The categories of work which Governing Bodies must expect to finance from their budget shares are shown in a booklet entitled ‘Guide to Building Maintenance’ along with illustrative examples.  The booklet has been produced in line with the CIPFA Code of Practice.  Voluntary Aided Governing Body responsibilities are included in the examples.  VA Governing Bodies will continue to be eligible for grant from the National Assembly for Wales in respect of their statutory responsibilities for buildings and premises.  In addition, they will have responsibility for other repairs and maintenance items on the same basis as Community and Foundation schools.  Delegation to VA schools will reflect Welsh Office Grant Aid available to them.



12.2	Notification Of Structural Changes



The Authority must be notified, in writing, in respect of any structural changes planned by the Governing Body.  A maintained school must receive written authorisation from the Authority before work can commence.  This does not apply for VA and Foundation schools, although notification of changes is required to ensure capacity calculations are updated.



12.3	Authority Responsibility



The Authority, in accordance with the Scheme, will retain responsibility for capital expenditure in respect of repairs and maintenance as detailed in the booklet ‘Guide to Building Maintenance’.  The budgetary provision for the Authority’s responsibilities is extremely unlikely to cover the cost of capital works required having regard to property condition surveys.  Therefore, the Authority will need to prioritise work for schools within the cash limited budget available.
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12.4	Negligence By Governing Body To Maintain Building In Accordance With School Responsibilities



A school will be responsible for repairs and maintenance of the building up to the point where works required could be classified as capital [See also paragraph 2.13].  The Authority will review capital expenditure required at a school to ascertain whether the school have attempted to maintain the building to help prevent deterioration, necessitating substantial expenditure of a capital nature.



As part of this review, the Authority will have regard to sums spent on building repairs and maintenance relative to delegated amounts notionally available to the Governing Body.  The review will also take account of the standard of workmanship of contractors/employees used by the Governing Body.  [See also paragraph 6.2.5.]
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APPENDIX (I)





SCHOOLS WITHIN THE CAERPHILLY COUNTY BOROUGH



NAME OF SCHOOL



Aberbargoed Primary School



Abercarn Primary School



Abertysswg Primary School



Argoed Primary School



Bedwas Infants School



Bedwas Junior School



Blackwood Primary School



Bryn Primary School



Cefn Fforest Primary School



Coed-Y-Brain Primary School



Crumlin High Level Primary School



Cwm Glas Infants School



Cwm Ifor Primary School



Cwmaber Infants School



Cwmaber Junior School



Cwmcarn Primary School
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NAME OF SCHOOL



Cwmfelinfach Primary School



Cwrt Rawlin Primary School



Deri Primary School



Derwen Deg Primary School



Fleur-de-Lys Primary School



Fochriw Primary School



Gilfach Fargod Primary School



Glyngaer Primary School 



Graig-Y-Rhacca Primary School



Greenhill Primary School



Hendre Infants School



Hendre Junior School



Hendredenny Park Primary School



Hengoed Primary School



Libanus Primary School



Llancaeach Junior School



Llanfabon Infants School



Lower Rhymney Primary School



Machen Primary School
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NAME OF SCHOOL



Maesycwmmer Primary School



Markham Primary School



Nant-Y-Parc (Westside) Primary School



Oakdale Infants School



Pantside Primary School



Park Primary School



Pengam Primary School



Penllwyn Primary School



Pentwynmawr Primary School



Phillipstown Primary School



Plas Felin Primary School



Pontllanfraith Primary School



Pontlotyn Primary School



Rhiw-syr-Dafydd Junior School



Rhydri Primary School



Risca Primary School



St Gladys Bargoed Primary School



St. Helen’s R.C. Primary School



St. James’ Primary School



The Twyn School



Tir-y-berth Primary School
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NAME OF SCHOOL



Trinant Primary School



Ty- Isaf Infants School



Ty- Sign Primary School



Tynewydd Primary School



Tyn-y-Wern Primary School



Upper Rhymney Primary School



Waunfawr Primary School



White Rose Primary School



Ynysddu Primary School



Ysgol Ifor Bach School



Ysgol Y Lawnt School



Ysgol Bro Sannon School



Ysgol Gymraeg  Bro Allta



Ysgol Gymraeg Cwm Gwyddon



Ysgol Gymraeg Trelyn



Ysgol Gynradd Gymraeg Bargod



Ysgol Gynradd Gymraeg Caerffili



Ysgol Gynradd Gymraeg y Castell



Ystrad Mynach Infants School



Ystrad Mynach Junior School
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NAME OF SCHOOL



Bedwas Comprehensive School



Blackwood Comprehensive School



Cwmcarn High School     *



Heolddu Comprehensive School



Lewis Girls Comprehensive School



Lewis School Pengam



Newbridge Comprehensive School



Oakdale Comprehensive School



Pontllanfraith Comprehensive School



Rhymney Comprehensive School



Risca Comprehensive School



St. Cenydd Comprehensive School



St. Ilan Comprehensive School



St. Martin’s Comprehensive School



Ysgol Gyfun Cwm Rhymni



Trinity Fields Special School







*	presently grant maintained school
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APPENDIX (II)





BEST VALUE



1.	This statement is intended to assist schools in considering the relevance of Best Value principles to the expenditure of funds from their delegated budget share.  When submitting annual budget plans, schools are required to say how Best Value principles are being followed.



2.	Best Value will be a statutory duty to deliver services to clear standards, covering both cost and quality, the most effective, economic and efficient means available.  Legislation is to place a duty on Local Authorities to secure Best Value in respect of the way in which they exercise their functions,  The new duty is not intended to apply to those functions which are exercised by the Governing Body of the LEA maintained school.  However, schools will be encouraged to adopt Best Value performance management framework.



3.	In relation to schools and expenditure from delegated budgets, the main features of Best Value can be summarised as a need for the Governing Body of a school to ensure:-



a.	the existence of a programme of performance review which will aim for continual improvement.  Existing mechanisms such as school development plans and post ESTYN inspection plans can be developed to satisfy the requirements for review.  The reviews should include:-



challenging how and why a service is provided [including consideration of alternative providers];



comparison of performance against other schools taking into account the views of parents and pupils;



mechanisms to consult stakeholders, especially parents and pupils;



embracing competition as a means of securing efficient and effective services.



b.	the development of a framework of performance indicators and targets which will provide a clear practical expression of a school’s performance, taking national requirements into account;



c.	that the following are included in school development plans:



a summary of objectives and strategy for the future;



forward targets on an annual and longer term basis;



description of the means by which performance targets will be achieved;



a report on current performance;
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d.	that internal and external audit takes place ensuring that performance information is scrutinised.  LEA oversight of school finances provides external review.



4.	The independent inspection and intervention elements of the Best Value framework will be the responsibility of other bodies and, therefore, not relevant to demonstration by a Governing Body of adherence to Best Value principles.






















