 Guidelines for auditors of School Private Funds 

Who can audit?

Unless you have a fund which is registered by the Charities Commission you do not need a qualified auditor or accountant.  

A lay person can audit your accounts but Internal Audit’s recommendation is that if you use lay auditors then two should be involved in the audit.

The person(s) who audit should not be involved in the management of the school. This means that governors should not audit private funds.

What is the nature of the audit?

This type of audit is usually described as an examination of books, and vouchers which support them to allow the auditor to satisfy themselves that the accounts have been correctly prepared and show a true and fair view of the financial affairs.

What is the scope of the audit?

The scope of the audit is really the decision you make about how much checking you will need to do.  You do not always need to check every entry in the books.  Things you should consider when choosing transactions are: -

1. How material is it?  I.e. how expensive or important is the item. 

2. What is the volume of transactions?  (If it’s a small number then you are more likely to examine them all than if it’s a large number.)

3. What are the rules or guidelines for spending money from this account?  (The Governing Body or Headteacher should have a copy of these.  If they don’t then you will need to recommend that they devise some.)

There are different ways of deciding on how much checking you should do.  For example you could check all the transactions for two or three months; you could chose every 5th transaction, you can chose all transactions over a certain amount plus some smaller ones.  What is important is that you are happy that you have covered enough transactions of a reasonable spread and in enough detail to satisfy yourself that you have enough of a feel for the accuracy of the accounts.

What sort of things are you looking for when you look at the evidence for payment?

· Is it the sort of thing you would have expected the money to be used for?

· Does it breach any guidance which might exist for how the money should be spent?

· Does the expenditure relate to the year you are auditing?

· Has it been authorised in line with any guidelines your fund has?

· Does it add up, e.g. is it accompanied by receipts which add up to the total transaction?

How should you show that a transaction has been audited?

It’s a good idea to tick things that you have examined in the books.  Auditors traditionally use a green pen for this but it should be a colour not already used in the books.

You might need to use different kinds of ticks if you have checked the same item to two different documents.  For example if you want to show that you have checked the transaction then tick it.  But if you are checking the same entry to a bank statement you will need a different kind of tick.  You can experiment with different symbols e.g. / or \ or (. 

Don’t be afraid to write on the bottom of a bank statement that ( (or any symbol you’ve used) means you’ve checked this entry to the cashbook.  Auditors are expected to leave evidence that they have been there!

How do I know where to start?

Attached to this document you will find a suggested audit programme.  It covers the sort of audit you would be expected to do.  This is the basic sort of things you will need to look at.  You may want to look at other things too, depending on how large the fund is or if anyone has raised any concerns or issues about the fund.

Notes to the Audit Programme

Scope

Indicate, as appropriate, the extent of your examination of each test, e.g. All, 25% or every fifth item.

Initials
Put your initials in the box to show that you carried out the task

Remarks
Any remarks you want to make about a test should be entered here.

Auditors Report
Sign this to show that you have carried out the audit.  You will also need to sign the Financial Statement

If you have any concerns at all about anything in the accounts then seek an explanation from the Head/Governors or Finance Officer as appropriate.  If you do not get a satisfactory explanation then seek further advice, either from Internal Audit or Accountancy at London Borough of Hillingdon.

Do not be afraid to ask questions.  You should never sign anything you are not happy with.

London Borough of Hillingdon

Name of school                             ……………………………………………………..

Year end date of accounts e.g. (31 March 200_) ………………………………..

	Task
	Scope
	Initials
	Comments

	1. Find out if there are any specific rules or guidance about how the money should be spent.  Get a copy to refer to as you carry out your audit.
	
	
	

	Cash Book – General Checks
	
	
	

	2. Verify that the balances brought forward at the beginning of the year are the same as those carried forward at the end of last year.
	
	
	

	3. Check the arithmetic accuracy of bank, cash and any investment columns for both income and expenditure and check that the combined total equals the combined total of the analysis columns.


	
	
	

	5. Check that the balance carried forward at the end of the year is correctly shown.
	
	
	

	5. Compare entries in the ‘Bank’ Column for both Income and Expenditure with Bank Statements and 

6. Check Bank Reconciliation Statements at year-end.
	
	
	

	Cash Book – Expenditure
	
	
	

	7.          (a) verify entries to supporting vouchers

 (b) Check that the entries are correctly analysed

(c) Verify that any cheques drawn for petty cash are also recorded as petty cash income.

(d) Verify entries in the ‘Investments’ column with entries on bank and/or Building Society Statements etc.
	
	
	

	Cash Book – Income Side
	
	
	

	8. (a) Verify entries for items of Income with        supporting documentation

(b) Check that entries are correctly analysed

(c) Verify entries in the ‘Investments’ column with entries on bank and/or Building Society  Statements etc.

(d) verify that all investment income due has been received and entered.
	
	
	

	Equipment
	
	
	

	9. If there is a list of equipment, verify the existence of the items.
	
	
	

	Balance Sheet
	
	
	

	10. Check that all the entries on the balance sheet agree with the relevant entries and analysis in your Income and Expenditure accounts. 

11. Check that everything adds up 
	
	
	


Examiner’s report

We have examined the financial statements of ………………………………………..  in respect of the year ended……………………… and confirm that it is correctly drawn up and is in accordance with the Cash Book and other records relating thereto and state that in our opinion it gives a true and fair view of the Receipts and Payments for the year ended ………………… and the funds at that date.

Signed…………………………………….         Signed  ……………………………………

Print name………………………………..
Print Name………………………………..

Address…………………………………..
Address………………………………

Date………………………………………
Date …………………………………..

