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MODEL FINANCIAL REGULATIONS FOR LOCAL COUNCILS

This Model Financial Regulations template was produced by the National Association of
Local Councils (NALC) in April 2024 for the purpose of its member councils and county
associations. Every effort has been made to ensure that the contents of this document are
correct at time of publication. NALC cannot accept responsibility for errors, omissions and
changes to information subsequent to publication.

Notes to assist in the use of this template:

while others have a single employee as clerk/RF ils have’committees,
some have a high level of delegation and some make iSi at full council
meetings. Many now use online paymen rely on cheques.

at can be removed if not
applicable, or amended to fit the counci . An example of this is the
phrase {or duly delegated commi eted if there are no committees.

includes several alternatives to cover delegation to committees or to
fficers, approval of invoices individually or in batches, or for approval of regular
contractual payments at the beginning of the year.

ections 7, 8 and 9 also includes several alternatives, including wording for where
the clerk is a signatory. These are intended to allow a council’s financial regulations
to fit what they actually do, not to force any council to change what they do.

k) Section 10 gives two alternatives, with or without petty cash.
[) 13.6 has alternatives for VAT-registered and unregistered councils — only use one.

m) 13.7 and 13.8 are removable if they don’t apply to the council.



n) Much of Section 16 can be deleted if not applicable.
o) 17.3, is the Clerk the RFO or will the RFO consult the Clerk?

6) Square brackets indicate where the council needs to specify who, or how much, or what
the timescale is. For example [£500] might need to be £100, or [October] might need to
be November, or [the council] might need to say the Policy and Resources Committee.

a) In4.1 and 4.7, select the wording for England or Wales, based on your lo

7) ltis challenging to try to offer guidance on setting financial limits. A
£1,000 a year is unlikely to delegate authority to spend £500 to its

few years.

b) In 5.8, at what limit will the council réquire fi e quotes rather than estimates?

list is a table that extracts section headings from the document. It can be
ing on the contents list, whereupon a tab saying “update table” appears
list.

egulations (with the insertion of the council’s name at the top) should be adopted at a
eting of the full council. The date of adoption should be inserted below the Contents.
Any subsequent proposal for amendment should also be made to the full council.

11) The council should keep abreast of developments in legislation that affect the local
council sector and should review and update its Financial Regulations annually.

12) Please ensure that the latest approved version is published on the council’s website.
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1. General

1.1. These Financial Regulations govern the financial management of the council and
may only be amended or varied by resolution of the council. They are one of the
council’s governing documents and shall be observed in conjunction with the
council’s Standing Orders.

1.2. Councillors are expected to follow these regulations and not to entice employees
to breach them. Failure to follow these regulations brings the office
into disrepute.

1.3. Wilful breach of these regulations by an employee may resuli
proceedings.

1.4. In these Financial Regulations:

e ‘Accounts and Audit Regulations’ means the reg
32, 43(2) and 46 of the Local Audit and Accounta

o “Approve” refers to an online action, all
place.
o “Authorise” refers to a decision b i ittee or an officer, to
allow something to happen.

e ‘Proper practices’ means thos " Guide
e Practitioners’ Guide refe juide i py the Joint Panel on

Accountability and : published by NALC in England or
Governance and ,

Guide jointly publish ice,\Wales and the Society of Local Council
Clerks in :

dingly. The RFO;

under the policy direction of the council;

ministers the council's financial affairs in accordance with all Acts,
ulations and proper practices;

determines on behalf of the council its accounting records and control systems;
e ensures the accounting control systems are observed;
e ensures the accounting records are kept up to date;

o seeks economy, efficiency and effectiveness in the use of council resources;
and

¢ produces financial management information as required by the council.

1.6. The council must not delegate any decision regarding:



o setting the final budget or the precept (council tax requirement);

¢ the outcome of a review of the effectiveness of its internal controls
e approving accounting statements;

e approving an annual governance statement;

e borrowing;

¢ declaring eligibility for the General Power of Competence; an
¢ addressing recommendations from the internal or external
1.7. In addition, the council shall:
¢ determine and regularly review the bank mandate f
o authorise any grant or single commitment in exc
2. Risk management and internal control

2.1. The council must ensure that it has a
which delivers effective financial, o

f internal control,
management.

2.2. The Clerk shall prepare, for appra
covering all activities of the cou
management arrangements sha

management policy
d consequential risk
the council at least annually.

2.3. When considering any ivi 7 all prepare a draft risk

24, ouncil must review the effectiveness of its system

pproving the Annual Governance Statement.

tify the duties of officers dealing with transactions and

ensure division of responsibilities.

26. At least once in each quarter, and at each financial year end, a member other
than the Chair shall be appointed to verify bank reconciliations (for all accounts)
produced by the RFO. The member shall sign and date the reconciliations and
the original bank statements (or similar document) as evidence of this. This
activity, including any exceptions, shall be reported to and noted by the council.

2.7. Regular back-up copies shall be made of the records on any council computer
and stored either online or in a separate location from the computer. The council
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shall put measures in place to ensure that the ability to access any council
computer is not lost if an employee leaves or is incapacitated for any reason.

3. Accounts and audit

3.1. All accounting procedures and financial records of the council shall be
determined by the RFO in accordance with the Accounts and Audit Regulations.

3.2. The accounting records determined by the RFO must be sufficie
explain the council’s transactions and to disclose its financial
reasonably accuracy at any time. In particular, they must co

council and the matters to which they relate;

e arecord of the assets and liabilities of the coun

uncil shall ensure that the internal auditor:
is competent and independent of the financial operations of the council;

e reports to council in writing, or in person, on a regular basis with a minimum of
one written report during each financial year;

e can demonstrate competence, objectivity and independence, free from any
actual or perceived conflicts of interest, including those arising from family
relationships; and

¢ has no involvement in the management or control of the council



3.9. Internal or external auditors may not under any circumstances:
e perform any operational duties for the council;
e initiate or approve accounting transactions;

e provide financial, legal or other advice including in relation to any future
transactions; or

o direct the activities of any council employee, except to the extent thz
employees have been appropriately assigned to assist the inter

3.10.For the avoidance of doubt, in relation to internal audit the te

Audit and Accountability Act 2014, or any
Accounts and Audit Regulations.

3.12.The RFO shall, without undue delz
correspondence or report from i

f all councillors any
al auditors.

4. Budget and precept

4.1. Before setting a prece ifcalculate its council tax
requirement for eag paring and approving a budget, in
accordance with{Th : ernment Finance Act 1992 or succeeding
legislation.

4.2. Budgets for g , including employer contributions shall be reviewed

t budgets for completed projects shall not be carried forward to a
subsequent year. Unspent funds for partially completed projects may only be
carried forward (by placing them in an earmarked reserve) with the formal approval
of the full council.

4.5. Each committee/lead councillor shall review its draft budget and submit any
proposed amendments to the council/finance committee not later than the end of
November each year.

4.6. The draft budget with any committee/lead councillor proposals, including any
recommendations for the use or accumulation of reserves, shall be considered by



the Finance, HR and General Purpose committee and a recommendation made to
the council.

4.7. Having considered the proposed budget, the council shall determine its council
tax requirement by setting a budget. The council shall set a precept for this
amount no later than the end of January for the ensuing financial year.

4.8. Any member with council tax unpaid for more than two months is

Government Finance Act 1992 and must disclose at the sta
that Section 106 applies to them.

4.9. The Clerk/RFO shall issue the precept to the billing au

4.11.Any addition to, or withdrawal from, any
the council.

5. Procurement

5.1. Members and officers are resy i aining value for money at all
orks should ensure, as far as

5.2. The RFO should
made and in the w or infrequent purchases, should ensure that the

orted to the meeting at which the order is authorised

. Where the estimated value is below the Government threshold, the council shall
(with the exception of items listed in paragraph 5.12) obtain prices as follows:

.6. For contracts estimated to exceed £60,000 including VAT, the Clerk shall seek
formal tenders from at least three suppliers agreed by the council. Tenders shall
be invited in accordance with Appendix 1.

5.7. For contracts estimated to be over £30,000 including VAT, the council must

comply with any requirements of the Legislation regarding the publication

of invitations and notices.



5.8. For contracts greater than £5,000 excluding VAT the Clerk or RFO shall seek at
least 3 fixed-price quotes;

5.9. where the value is between £1,000 and £5,000 excluding VAT, the Clerk or RFO
shall try to obtain 3 estimates which might include evidence of online prices, or
recent prices from regular suppliers.

5.10.For smaller purchases, the Clerk shall seek to achieve value for money.

5.11.Contracts must not be split to avoid compliance with these rule

5.12. The requirement to obtain competitive prices in these regulatiens d not appl

to contracts that relate to items (i) to (iv) below:

i. specialist services, such as legal professionals acti
ii. repairs to, or parts for, existing machinery or e
iii. works, goods or services that constitute an exte i contract;

iv. goods or services that are only availa

fixed price.

5.13.When applications are made to w; i on to enable a price to
be negotiated without competitio ould be setout in a
recommendation to the council. petition is not a valid reason.

5.14.The council shall not be est or any tender, quote or
estimate.

5.15.Individual purcha ed budget for that type of expenditure may be

authorised by:

accordance with any policy statement agreed by the council.

ncil for all items over £5,000;

horisation must be supported by a minute (in the case of council or
committee decisions) or other auditable evidence trail.

.16.No individual member, or informal group of members may issue an official order
unless instructed to do so in advance by a resolution of the council or make any
contract on behalf of the council.

5.17.No expenditure may be authorised that will exceed the budget for that type of
expenditure other than by resolution of the council or a duly delegated committee
acting within its Terms of Reference except in an emergency.



5.18.1In cases of serious risk to the delivery of council services or to public safety on
council premises, the clerk may authorise expenditure of up to £2,000 excluding
VAT on repair, replacement or other work that in their judgement is necessary,
whether or not there is any budget for such expenditure. The Clerk shall report
such action to the Chair as soon as possible and to the council as soon as
practicable thereafter.

5.19.No expenditure shall be authorised, no contract entered into or tende

approval has been obtained first.

5.20. An official order or letter shall be issued for all work, goo
£250 excluding VAT unless a formal contract is to be
would be inappropriate. Copies of orders shall be
receipt of goods.

the RFO.
6. Banking and payments

6.1. The council's banking arrangeme i i e bank mandate, shall be made
g arrangements shall not be
red to bank with Lloyds Bank

efficiency.

6.2. The council must ha
safeguard ag ' |b|||ty of fraud or error. Wherever possible, more than

ed in any payment, for example by dual online

on of invoices is done as a batch, this shall include a statement by the
hat all invoices listed have been ‘examined, verified and certified’ by the
RFO.

4. Personal payments (including salaries, wages, expenses and any payment made
in relation to the termination of employment) may be summarised to avoid
disclosing any personal information.

6.5. All payments shall be made by online banking/cheque, in accordance with a
resolution of the council or lead councillor in conjunction with the Chair/Vice Chair
or a delegated decision by an officer, unless the council resolves to use a
different payment method.
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6.6.

6.7.

6.8.

6.9.

For each financial year the RFO may draw up a schedule of regular payments
due in relation to a continuing contract or obligation (such as Salaries, PAYE,
National Insurance, pension contributions, rent, rates, regular maintenance
contracts and similar items), which the council or a duly delegated committee
may authorise in advance for the year.

A copy of this schedule of regular payments shall be signed/approve
Chair or Vice Chair on each and every occasion when payment i
reduce the risk of duplicate payments.

A list of such payments shall be reported to the next appr
council or Finance Committee} for information only.

The Clerk and RFO shall have delegated authority
the following circumstances:

ii. payments of up to £2,000 excluding V
delivery of council services or to publie

iii. any payment necessary to avoid eunder the Late Payment of
Commercial Debts (Interest) bmply with contractual terms,
where the due date for payment i next scheduled meeting of the

7 that there is no dispute or other
reason to delay pay i at'a list of such payments shall be

iate meeting of council or finance committee.

banking arrangements up to the sum of
list of such payments shall be submitted to the next
cil or finance committee.

6.10.The - esent a schedule of payments requiring authorisation, forming

7.2.

da for the meeting, together with the relevant invoices, to the

pe initialled immediately below the last item by the person chairing the
Ing. A detailed list of all payments shall be disclosed within or as an

. Where internet banking arrangements are made with any bank, the RFO shall be

appointed as the Service Administrator. The bank mandate agreed by the council
shall identify four councillors who will be authorised to approve transactions on
those accounts and a minimum of two people will be involved in any online
approval process

All authorised signatories shall have access to view the council’s bank accounts
online.
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7.3. A signatory having a family or business relationship with the beneficiary of a
payment shall not, under normal circumstances, be a signatory to that payment.

7.4. No employee or councillor shall disclose any PIN or password, relevant to the
council or its banking, to anyone not authorised in writing by the council or a duly
delegated committee.

7.5. The Service Administrator shall set up all items due for payment online. Ali
payments for approval, together with copies of the relevant invoices, sh
by email to two authorised signatories.

7.6. In the prolonged absence of the Service Administrator an auth
set up any payments due before the return of the Service A

7.7. Two councillors who are authorised signatories shall ch
against the invoices before approving each payment usi
system.

7.8. Evidence shall be retained showing which members ap ent online
and a printout of the transaction confirming
be appended to the invoice for audit purposes.

collection, pension
direct debit, provie

- payments) may be made by variable
tions are signed/approved online by two
e use of each variable direct debit shall

t appropriate by the council, regular payments of fixed sums may be made
er's standing order, provided that the instructions are signed or approved

il when made. The approval of the use of a banker’s standing order shall be
reviewed by the council at least every two years.

.13.Account details for suppliers may only be changed upon written notification by the
supplier verified by two of the Clerk, the RFO and a member. This is a potential
area for fraud and the individuals involved should ensure that any change is
genuine. Data held should be checked with suppliers every two years.

7.14.Members and officers shall ensure that any computer used for the council’s
financial business has adequate security, with anti-virus, anti-spyware and
firewall software installed and regularly updated.
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7.15.Remembered password facilities other than secure password stores requiring
separate identity verification should not be used on any computer used for
council banking.

8. Cheque payments

8.1. Cheques or orders for payment in accordance in accordance with a resolution or
delegated decision shall be signed by two members.

8.2. A signatory having a family or business relationship with the benefig

8.3. To indicate agreement of the details on the cheque with the

counterfoil and invoice.

8.4. Cheques or orders for payment shall not normally
other than at, or immediately before or after a coun [ ting. Any
signatures obtained away from council meetings sha
or Finance Committee at the next conve

9. Payment cards

9.1. Any Debit Card issued for use wij [ restricted to the Clerk and the
S8ction maximum value of £500
etc (as detailed in finance

ill not maintain any form of cash float. All cash received must be
dintact. Any payments made in cash by the Clerk or RFO (for example for
postage or minor stationery items) shall be refunded on a regular basis, at least
quarterly.

11. Payment of salaries and allowances

11.1.As an employer, the council must make arrangements to comply with the
statutory requirements of PAYE legislation.

11.2.Councillors allowances (where paid) are also liable to deduction of tax
under PAYE rules and must be taxed correctly before payment.
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11.3.Salary rates shall be agreed by the council, or a duly delegated committee. No
changes shall be made to any employee’s gross pay, emoluments, or terms and
conditions of employment without the prior consent of the council or relevant
committee.

11.4.Payment of salaries shall be made, after deduction of tax, national insurance,
pension contributions and any similar statutory or discretionary deductions, on
the dates stipulated in employment contracts.

11.5.Deductions from salary shall be paid to the relevant bodies within the
timescales, provided that each payment is reported, as set out i
regulations above.

11.6.Each payment to employees of net salary and to the appro

out a clear business case. Termination pa
full council.

11.8.Before employing interim staff, t ust consider a full business case.
12. Loans and investments

12.1.Any application for Gove : ( ow money and subsequent
by the full council and recorded in
be in the name of the council, after obtaining any

ents in respect of short term or long-term investments, including transfers
between bank accounts held in the same bank, shall be made in accordance with
these regulations.

13. Income

13.1.The collection of all sums due to the council shall be the responsibility of and
under the supervision of the RFO.

13.2.The council will review all fees and charges for work done, services provided, or
goods sold at least annually as part of the budget-setting process, following a
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report of the Clerk. The RFO shall be responsible for the collection of all amounts
due to the council.

13.3.Any sums found to be irrecoverable and any bad debts shall be reported to the
council by the RFO and shall be written off in the year. The council’s approval
shall be shown in the accounting records.

13.4.All sums received on behalf of the council shall be deposited intact with the
council's bankers, with such frequency as the RFO considers neces
origin of each receipt shall clearly be recorded on the paying-in sli
record.

13.5.Personal cheques shall not be cashed out of money held

13.6.As appropriate, The RFO shall ensure that VAT is cor,
council’s accounting software and that any VAT R
from the software by the due date. OR Any repaym
the VAT Act 1994 shall be made quarterly where the
least annually at the end of the financial y;

13.7.Where significant sums of cash are regularly re e council, the RFO
cash is counted in

to the council (to n1e ady incurred by the authority) will be given
by the Managi 5 of the charity meeting separately from any council

14.1.\) provide for payment by instalments the RFO shall maintain a
payments, which shall be made within the time specified in the

to the contractor in writing, with the council being informed where the
ost is likely to exceed the contract sum by 5% or more, or likely to exceed
the budget available.

15. res and equipment

5.1.The Clerk shall be responsible for the care and custody of stores and equipment.

15.2.Delivery notes shall be obtained in respect of all goods received into store or
otherwise delivered and goods must be checked as to order and quality at the
time delivery is made.

15.3. Stocks shall be kept at the minimum levels consistent with operational
requirements.
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15.4. The Clerk shall be responsible for periodic checks of stocks and stores, at least
annually.

16. Assets, properties and estates

16.1.The Clerk shall make arrangements for the safe custody of all title deeds and
Land Registry Certificates of properties held by the council.

16.2.The RFO shall ensure that an appropriate and accurate Register of Ass

their location, extent, plan, reference, purchase details, nature of:
tenancies granted, rents payable and purpose for which held 4i
Accounts and Audit Regulations.

16.3. The continued existence of tangible assets shown in
at least annually, possibly in conjunction with a he
assets.

otherwise disposed of without the authori together with any other

consents required by law. In each case a writ all be provided to
council in respect of valuation and Vevye iti property (including
matters such as planning permi ants) together with a proper
business case (including an ade sultation with the electorate

where required by law).

lerk shall give prompt notification to the RFO of all new risks, properties or
es which require to be insured and of any alterations affecting existing

. FO shall be notified of any loss, liability, damage or event likely to lead to a
claim, and shall report these to the council at the next available meeting. The
RFO shall negotiate all claims on the council's insurers in consultation with the
Clerk.

17.4. All appropriate members and employees of the council shall be included in a
suitable form of security or fidelity guarantee insurance which shall cover the
maximum risk exposure as determined annually by the council, or duly delegated
committee.

18. [Charities]
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18.1.Where the council is sole managing trustee of a charitable body the Clerk and
RFO shall ensure that separate accounts are kept of the funds held on charitable
trusts and separate financial reports made in such form as shall be appropriate,
in accordance with Charity Law and legislation, or as determined by the Charity
Commission. The Clerk and RFO shall arrange for any audit or independent
examination as may be required by Charity Law or any Governing Document.]

19. Suspension and revision of Financial Regulations

Regulations.

19.2. The council may, by resolution duly notified prior to th

permit the council to act unlawfully.
19.3.The council may temporarily amend t
notified resolution, to cope with pe

reorganisation, national restrictioRs or other ex€eptional circumstances.
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Appendix 1 - Tender process

1)

Any invitation to tender shall state the general nature of the intended contract and the
Clerk shall obtain the necessary technical assistance to prepare a specification in
appropriate cases.

The invitation shall in addition state that tenders must be addressed to the Clerk in
the ordinary course of post, unless an electronic tendering process has been.agreed
by the council.

Where a postal process is used, each tendering firm shall be supplie
specifically marked envelope in which the tender is to be sealed
until the prescribed date for opening tenders for that contract.
shall be opened at the same time on the prescribed date b
of at least one member of council.

Where an electronic tendering process is used, the co i ic email
address that will be monitored to ensure that nobody ac r before the
expiry of the deadline for submission.

Any invitation to tender issued under this regulatio bject to Standing
Order [insert reference of the council’ i and shall refer to the

Where the council, or duly delegatec i s not accept any tender, quote
or estimate, the work is not allees requires further pricing, no

when the original decis process was being undertaken.
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