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Summary

The DfEE has agreed a national target to enable all schools to benchmark their expenditure in a meaningful way with comparable schools.  A key step in meeting this target is to agree a set of standard definitions for school level income and expenditure.  The Audit Commission, OFSTED and the Department for Education and Employment have therefore developed a draft framework which will not only meet the target but will also simplify the provision of annual data by schools to their maintaining Authorities to the DfEE, and pre-inspection financial data to OFSTED.

The introduction of a national reporting framework will help raise school standards by introducing benchmarking standards, reducing bureaucracy and improving accountability for schools and Local Education Authorities.

This consultation seeks to involve schools, Local Education Authorities and other education stakeholders in contributing to the final framework and support of its implementation.

	Introduction


Background

1. As part of its Year 2000 Spending Review, the Department for Education and Employment agreed a target with the Treasury to complete benchmarking work by December 2002 so that schools will be able to compare costs in a meaningful way with schools with similar characteristics.  In order to achieve this target, the Audit Commission, DfEE and OFSTED have agreed a draft set of income and expenditure headings that schools can use for benchmarking.  CIPFA and the Local Government Association have also been involved with the development of this exercise.  We refer to the headings throughout the document as the Consistent Financial Reporting framework.

2. We want to seek your views on the following issues:

a. The merits of introducing a national reporting framework for schools;

b. What you think of the specific framework outlined in this document; and 

c. How you think a framework should be introduced, including comments on the draft timetable. 


3. The benefits of having one system that all schools can use are highlighted in the individual sections below, and repeated in the consultation questions section.

Format of this Consultation Paper.

4. There are two sections to this paper: the main document and an insert questionnaire.  The main document outlines the rationale for Consistent Financial Reporting.  It explains the background, the benefits and the proposed way forward.

5. Each section in the document outlines the benefits to introducing a new reporting framework, and invites you to think about how it could affect your organisation or those you represent.  The questions in the shadowed boxes are repeated in the questionnaire that we would like you to complete and return.

6. If at any stage you feel you would like clarification of any terms used in the document, or if you have any questions, please contact the Consistent Financial Reporting team by any of the contact points identified on the last page.

What is Consistent Financial Reporting?

7. At present, school level financial information is reported and collected in a number of ways. Schools have their own detailed financial records, and regularly provide information to their Local Education Authority.  Local Education Authorities are required to summarise school level information to provide regular returns to the DfEE, and schools provide pre-inspection information to OFSTED.  Finally, schools themselves have to provide financial information to governors to allow them to monitor expenditure, and to parents in the governors’ annual report.  Each of these exercises uses the information for different purposes, and as a result, uses slightly different definitions.



8. The principle behind a Consistent Financial Reporting framework is that these data collection exercises could be simplified by agreeing a relatively small number of standard summary expenditure and income headings.  Schools would as a minimum use these headings to report to their Local Education Authority, although the Local Education Authority and the school would usually agree a more detailed breakdown.  This breakdown would, however, need to be capable of being summarised into the standard headings.

9. The Local Education Authority would only have to provide a single analysis to the DfEE, who would make the information available to the various stakeholders, subject to agreed confidentiality protocols.

Why do we need a Consistent Financial Reporting framework?

10. The government believes that introducing a national reporting framework will benefit schools within which we include governors and parents, Local Education Authorities and central government.  A framework is an important driver for raising school standards by:

a. Enabling schools to compare their expenditure with similar schools on a like for like basis to promote self-management and continuous improvement.

Common definitions across all schools are essential for benchmarking.  They ensure the data will be reliable and comparable and therefore help schools achieve best value.

b.  Reducing bureaucracy by having only one set of records to meet the needs of all users; 

The present reporting systems for financial data vary greatly.  The differing formats and deadlines for information have been identified as burdens by schools.  The introduction of a standardised framework will result in a more efficient use of accounting information and staff resources.

c. Improving schools’ accountability for funds in light of Fair Funding reforms, especially increased delegation.

Existing systems of financial reporting are moving out of step with the growing financial independence of schools.  The challenge is to ensure minimum standards for financial reporting so that it will support reforms of education funding.

d. Improving schools’ ability to manage their finances by identifying headings that can be used by governing bodies for routine financial monitoring, and as a basis for the annual report to parents.

11. The contribution of a Consistent Financial Reporting framework to each of these aims is explained in greater detail in sections 22 to 32.

How have the proposed headings been determined?

12. The headings in the current draft of the framework have been developed to meet the following criteria:

a. The overall number of headings should be kept to a minimum;

b. The headings should provide a basis for monitoring and benchmarking expenditure at school level, and therefore reflect the reporting structures used by a number of Local Education Authorities;

c. They should as far as possible separate controllable from uncontrollable expenditure, for example, separating building maintenance from rates;

d. They should separate out areas of spending where services are procured in very different ways, for example catering;

e. They should be based on the gross income that is at the disposal of the school and gross expenditure.

f. The amount of money involved under each heading should not be too small;

g. The headings should be capable of being aggregated in different ways that will broadly match the definitions currently used by OFSTED, the Local Education Authority and the DFEE (Section 52 outturn statement) so that time series of key data from these sources can be maintained. 

When is it going to be implemented?

13. We plan to implement the framework from the 2002-03 financial year.  By this time, all schools will need to have systems in place that allow them to report to their Local Education Authority against the framework headings.  We are therefore asking educational software suppliers to upgrade school accounting software before the start of the 2002-03 financial year (see sections 14 and 15) and have it installed in schools that currently run the systems.  We hope that all schools and Local Education Authorities will begin to use the framework headings in order to make implementation smoother.  We also recommend that Local Education Authorities make their existing school level records available to the Audit Commission for their website from as early as the 2000-01 financial year so that schools will be able to benefit even more from early benchmarking, before the national database is up and running for the 2002-03 financial year.

How is it going to be implemented?

14. We are discussing the draft framework with Local Education Authorities and software suppliers so that the more common school accounting packages can be upgraded to incorporate the headings.  This is a time consuming process, but will result in a majority of schools being able to meet the framework using the same system they have been accustomed to.

15. DfEE is also developing verification software that will enable Local Education Authorities to collect and verify all the school data as it is submitted.  This software will allow Local Education Authorities to identify any information that does not satisfy the validation criteria.  This can include confirming that the school name and number correspond and that all values are within acceptable limits.  Any records that are outside the validations will be returned to schools for amendment.


16. Once the framework is agreed, the school software upgrades will be completed and distributed to all Local Education Authorities for training and distribution to schools.  We shall make guidance manuals available, further explaining the definitions of each of the income and expenditure headings from the framework.  We anticipate that the guides will be the source of help functions on accounting software.

17. The verification software, after rigorous testing, will be introduced at Local Education Authority level.  Guidance and training will also be provided to Local Education Authorities once it is installed.

18. The data from the framework will be transferred electronically from schools to each Local Education Authority and then to DfEE.  The Consistent Financial Reporting framework will form part of the Common Basic Data Set (CBDS), which is being introduced to simplify data transfer between schools and the Local Education Authority.  The CBDS defines the essential pupil, adult, establishment (school), and Local Education Authority data that should be held in school management information systems.  It provides the foundation for improving school information.  The introduction of a full CBDS will be a significant step towards closely defining essential information, collecting it once only, and allowing it to be used many times.

19. The data will be stored by DfEE and made available on a central website for schools to use for benchmarking purposes.  The records viewed on the website will be confidential and will require users to log on before giving access to the comparative information.  Other users, such as Local Education Authorities, OFSTED and the Audit Commission will also be able to access the website.

What happens after Consultation?

20.  Once the consultation closes, DfEE will examine the results and prepare a report of the findings.  In light of the consultation responses, DfEE expects to review the framework in autumn 2001, in association with the Audit Commission, CIPFA, the Local Government Association and OFSTED.

21. Once the final framework has been published, the next stages, to be completed by March 2002, are likely to be:

· liaise with software suppliers to produce software to specifications;

· prepare and distribute training materials and software upgrades to Local Education Authorities and schools; and 

· implement the Consistent Financial Reporting framework in Local Education Authorities and schools.

	Consultation Questions.


Benchmarking

22. Many schools are already familiar with the benefits of benchmarking their expenditure with comparable schools.  A number of Local Education Authorities already provide their schools with benchmarking information prepared at local level.  Simple comparisons with similar schools can reassure a school about its spending patterns and encourage it to search for ways of achieving best value.  While comparisons on their own will not provide answers, they do help the school challenge existing patterns of spending.

23. The Audit Commission website
 has been a valuable benchmarking resource since autumn 1999 and has received favourable comments from school governors, head teachers and Local Education Authority staff who have found the site useful in their management of education resources.  The Consistent Financial Reporting database will provide the underlying information for the Audit Commission benchmarking tool.

24. This will be jointly developed to allow schools to log on to enter and retrieve their details from the database, as well as entering information while using the site as at present.  Schools will still be able to specify the criteria against which they wish to be grouped with other schools.  Once the selection criteria have been entered, the database will extract all matching records.  All schools’ data will be available anonymously as part of the database, and confidentiality protocols similar to those currently in operation will apply.  A password system will be set up to prevent unauthorised access to an individual school’s data.

25. The Consistent Financial Reporting website will aim to meet schools’ benchmarking needs and provide useful links to benchmarking sites for other resources e.g. energy and water.  Like the current Audit Commission web site, it will allow schools to ask hypothetical questions by manipulating (but not permanently changing) their details to allow them to consider “what if” scenarios.  

	Consultation Questions to consider:
· Do you currently participate in benchmarking?

· Do you see benchmarking as a tool that can help improve financial management and thus raise school performance?


Reducing Bureaucracy

26. The new Consistent Financial Reporting framework has been designed to reduce burdens on schools by ensuring that financial information is collected in only one format.  By introducing a common format, all schools know what DfEE, OFSTED and their Local Education Authority expect of them.  This, in turn, allows schools to be better prepared to present governing bodies and parents with financial information.  The framework is designed to capture all necessary financial data to submit to DfEE and from there, meet the demands of other school financial information users, such as OFSTED.

27. By controlling the format for collecting financial information we reduce the need for school administrators to manipulate their financial records to fit with various forms and layouts from information users.  At the moment, much of the time preparing returns for the Local Education Authority and OFSTED can be spent re-entering the same data onto different documents, rather than having to source the data.  We believe introducing a Consistent Financial Reporting framework and automated data collection will eliminate this and thus reduce workloads at school level.

28. Schools will be required to meet Consistent Financial Reporting requirements and submit data but, thereafter, the school will not be responsible for completing different year end forms.  The information user (the Local Education Authority, DfEE or OFSTED) will carry the responsibility of retrieving the information from the centrally held database.

	Consultation Question to consider:
· Do you agree that one common set of income and expenditure headings will save time at School, Local Education Authority and National level?


Accountability

29. Since Fair Funding was introduced in April 1999 governors have been gaining greater financial powers and freedoms, with greater delegation of resources.  We need to ensure that Governing Bodies are equipped to fulfil their important accountability role to ensure schools remain solvent; have proper accounting and management arrangements; spend their funds properly; provide relevant information to the Local Education Authority, and issue a summary of finances to parents as part of the annual report.

30. The implementation of the Consistent Financial Reporting framework and the subsequent availability of suitable accounting information will help schools fulfil this role and will, in turn, give Local Education Authorities greater assurance that there are effective controls in place.

	Consultation Questions to consider:
· Do you agree there is scope to improve accountability at school, Local Education Authority and National level?

· Which bodies require financial information from you?


Practicalities

31. One of the underlying principles of the Consistent Financial Reporting framework is to simplify administration tasks and increase efficiency through electronic transfer of information.  The framework relies on administrative ICT capabilities at school level.  Each Local Education Authority will receive the information electronically from their schools to check and then pass on to DfEE.  They will then be able to access and use the data from a central site.

32. Schools are becoming increasingly familiar with administrative ICT, and the Consistent Financial Reporting framework will support its use.  The framework will initially work best in schools where electronic financial accounting records are presently maintained, but should not create new work where schools maintain their financial records in other ways.  By introducing a common format, and an electronic reporting structure, we aim to reduce the time and effort in fulfilling other information requests.  With all schools having to complete the Consistent Financial Reporting returns, we also hope to encourage them to analyse their expenditure so that they are better placed to challenge whether they are achieving value for money.

	Consultation Questions to consider:

Schools to answer:

· Can schools summarise their financial information in a way that is consistent with the standard headings?

· Can you identify any barriers to your school adopting Consistent Financial Reporting?

Local Education Authority to answer
· Does your Local Education Authority accounting structure allow you to summarise expenditure in a way that is compatible with Consistent Financial Reporting?


Framework

33. The framework is set out below with the corresponding short code, description and definition.  Many of the categories already form a large part of a school’s accounting structure, and will therefore be familiar.

34. The headings below are designed to be “summary” headings for reporting purposes.  Schools generally maintain their financial records at a more detailed level, which should be capable of being aggregated into one of the income or expense categories of the framework.

	Consultation Question to consider:

· The consultation document will ask you to assess the usefulness of each of the categories identified in the middle column.  Please note that the framework in the document does not repeat the definitions, so you may need to refer back to these pages when responding.


Core income headings

	Reference
	Description
	Definition

	I01
	Balance at start of year
	Balance brought forward

	I02
	Core budget
	This is your school’s budget share, less notional SEN element (as per Section 52), plus:

· any additional devolved funding from the LEA that is not formally included in the school’s delegated budget but is under control of the school;

· and funding for nursery pupils.



	I03
	SEN funding
	Include here all additional devolved funding for pupils with special educational needs, including:

· notional SEN funding from your school’s budget share;

· funding for SEN units;

· funding associated with individual pupils with SEN;

· Standards Fund grants specifically related to the support of pupils with SEN; and

· any other funds in the control of the school, which are earmarked for the support of pupils with SEN.



	I04
	Funding for minority ethnic pupils
	Include here:

· support through the Standards Fund for ethnic minority and traveller pupils; and

· single regeneration budget (SRB) funds and any other publicly funded source intended to promote access and opportunity for minority ethnic pupils, in support of English as an additional language or as part of focus on raising attainment.



	I05
	Standards Fund
	This is the total of all Standards Fund revenue income excluding funds for:

· SEN pupils (I03); and

· ethnic minority/traveller pupils (I04).



	I06
	Other grants
	This is the total of all development and other grants from publicly funded sources, other than those already included in lines 2-5 above.  It includes, for example, funding related to the Single Regeneration Budget not already included in line 4, Education Action Zones (EAZ), and the European Community (EC).   Where these grants include a capital element this should be recorded separately under CI01 below.



	I07
	Income from facilities and services
	Include:
· income from sources such as the hire of premises, equipment or other facilities;

· all other income the school receives from publicly funded sources not included in lines I02-I06, eg. income for consultancy, training and examination fees;

· other insurance payments in respect of losses incurred; and

· any interest payments received.



	I08
	Teacher absence insurance


	Payments from staff absence insurance schemes, eg. to cover the cost of supply teachers.

	I09
	Income from catering


	Income from catering and vending machines.  Do not enter income where catering is provided through an inclusive contract and the contractor retains the income from sales.



	I10
	Income from contributions to visits etc.
	Income from parental contributions made for educational visits and fieldtrips, including boarding fees.


	I11
	Donations and/or private funds.
	Include here any other funds paid into the school budget, or funds with which goods and services are bought for the benefit of the school.  Include business sponsorship, income from fund-raising activities, and income from foundation, diocese or trust funds.




Core expenditure headings

	Reference
	Description
	Definition

	E01
	Teaching staff
	Salary costs [See Note 1] of all full-time and part-time qualified and unqualified teachers, paid within the scope of the School Teachers Pay and Conditions Act (STPC Act 1991). Include in this section salaries of teachers on short-term contracts unless they are covering absence.



	E02
	Supply staff
	Salary costs [See Note 1] of all agency, supply or relief teachers covering absences of any duration.



	E03
	Education support staff
	Salary costs [See Note 1] of all education support staff (staff employed primarily to support pupils or to help deliver the curriculum), such as nursery or classroom assistants, child care staff, nurses and medical staff, workshop and technology technicians and assistants, and librarians not paid within the scope of the STPC Act 1991.



	E04
	Premises staff
	Salary costs [See Note 1] of caretaking, cleaning and premises staff: caretakers, cleaners, maintenance staff, groundsmen, porters, messengers and security staff



	E05
	Admin & Clerical staff
	Salary costs [See Note 1] of all administrative and clerical staff directly employed by the school: bursars, school secretaries, clerks, typists, receptionists, telephonists, clerk to the governing body.



	E06
	Catering staff
	Salary costs [See Note 1] of catering staff employed by the school.



	E07
	Cost of other staff
	Salary costs [See Note 1] of midday supervisors and other staff supervising pupils before and after school sessions and during breaks, and escorts, liaison officers, youth and community leaders.



	E08
	Indirect employee expenses
	Include: 

· the costs of advertising and other recruitment; 

· staff travel and subsistence;

· duty meals;

· pensions payments including any premature retirement payments made by the school;

· lump sum compensation & redundancy payments, medical fees, relocation fees;

· the costs of staff absence/relocation insurance premiums; and

· employee related insurances.



	E09
	Staff development & training
	Staff development and in-service training costs such as:

· staff development costs for teaching staff, support staff and governors;

· cost of all in-service training courses and other development opportunities (excluding costs of employing agency, supply or relief teachers to cover staff absence for these purposes, which are included in supply – E02);

· costs of equipment and resources to provide in-service training.



	E10
	Building and grounds maintenance and improvement
	The costs of building and grounds maintenance and improvement such as:

· internal and external repair, maintenance and improvement of buildings and fixed plant;

· repair, maintenance and improvement of grounds and gardens;

· related professional and technical services.



	E11
	Cleaning & caretaking
	The costs of cleaning and caretaking such as:

· all cleaning costs (including contracts but excluding the cost of staff directly employed by the school);

· all caretaking costs (including contracts but excluding the cost of staff directly employed by the school).



	E12
	Water & sewage 
	All costs related to water rates and sewerage.



	E13
	Energy
	All costs related to fuel and energy costs.



	E14
	Rates & rents
	All costs related to rates, rents, lease or hire charges for premises.



	E15
	Other occupation costs
	Other costs related to the occupation of premises, such as:

· refuse collection, hygiene services, or security

· premises related insurances; and

· other insurances (eg accident or public liability insurance).



	E16
	Learning resources
	The cost of all learning resources such as:

· books, materials, stationery, equipment, educational software;

· reprographic resources and equipment used specifically for teaching purposes;

· purchase or hire of ICT and audio-visual equipment used for teaching purposes; 

· charges for the school library service;

· any maintenance contracts for ICT or other equipment used for teaching;

· site or other licences for software used for teaching purposes; and

· furniture used for teaching purposes.



	E17
	Educational visits
	The cost of

· travel and access to sports and other educational facilities;

· expenditure on educational visits, visits to sports and special subject centres, including car and public transport allowances and insurance.


	E18
	Exam fees
	The costs of test and examination entry fees, and any accreditation costs related to pupils.



	E19
	Catering supplies
	If the school provides a school meals service from its budget, enter catering costs in this line.  If school meals are provided without the financial involvement of the school, other than the collection and transmission of dinner money, then catering costs should not be entered.

If the school has a catering contract, enter details here.  If the school employs its own staff, record salary costs as catering staff and all other costs here.



	E20
	Bought in professional services 
	The cost of professional services, advice and consultancy to staff and governors on management, financial, legal, personnel and premises matters, purchased from the LEA and third parties.  Include the cost of a clerking service if a clerk is not directly employed by the school.



	E21
	Admin supplies
	Expenditure on supplies and services such as:

· administrative stationery, printing, postage and advertising;

· telephone charges;

· medical and domestic supplies;

· purchase or hire of ICT and other equipment not used for teaching purposes;

· furniture, non-educational equipment not specifically used for teaching purposes; and

· maintenance contracts for any ICT or other equipment not used for teaching purposes.


	E22
	Special facilities
	Include all costs related to the school’s special facilities such as:

· community education;

· joint-use swimming pools and sports centres;

· boarding provision; and

· rural studies and farm units.



	E23
	End of year balance
	This is the balance left to the school – to be carried forward to the first income heading under the framework for the new reporting year.




Capital income headings

	Reference
	Description
	Definition

	CI01
	Capital balance at start of year
	Capital balance brought forward.

	CI02
	Devolved capital
	Include here any capital that is managed by the governing body, including that provided by the Standards Fund, but excluding new or rebuild costs.



	CI03
	Other capital
	Capital funding from any other source, including Standards Fund, SRB, New Opportunities Fund, and private sources of income.


Capital expenditure headings

	Reference
	Description
	Definition

	CE01
	Information and Communications Technology
	Capital expenditure on information and communications technology.

	CE02
	Other capital
	Any other capital expenditure.

	CE03
	End of year capital balance
	The capital balance left to the school – to be carried forward to the first income heading under the framework for the new reporting year.


	Please use the insert to answer the questions to this consultation.


Detailed ledger categories held at School level and Local Education Authority level





Framework summarised in different ways for DfEE data collection and OFSTED.





Reduced headings to form the Consistent Financial Reporting framework used for benchmarking





DfEE.


Web site and database being developed so other information users can extract school information when needed.





Local Education Authority level.


Verification of data software being developed by DfEE.





School level. Accounting software being developed by education Software Supplier.

















� Audit Commission web site for benchmarking and self evaluation is www.schools.audit-commission.gov.uk  





Note 1 Expenditure on salaries and wages consists of the gross pay, inclusive of all sorts of bonus and allowances, and the employers’ contributions to national insurance and superannuation.
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