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What is fraud or financial irregularity? 
 
Fraud is "the intentional distortion of financial statements or other records by a person 
internal or external to the organisation which is carried out to conceal the 
misappropriation of assets or otherwise for gain". Financial irregularities may include 
theft, corruption or failure to comply with relevant laws and legislation that result in an 
avoidable loss to the Council.  
 
This document should be read in conjunction with East Sussex County Council’s Anti 
Fraud and Corruption Strategy. 
 
It can happen in any school 
 
Unfortunately, frauds or financial irregularities do occur in schools from time to time. 
When they occur, they usually result in considerable distress for the individuals 
concerned and disruption for the school. Most of them arise because a part of a financial 
system has become weak and offers opportunities to a member of staff to exploit the 
weakness. Headteachers and Governors have a crucial role in ensuring that the systems 
in their schools are sound.  
 
Governance 
 
Governors and Headteachers share a responsibility to protect a school against financial 
irregularity and safeguard tax payer’s money. Individuals in schools may be able to 
influence decisions for their own gain. Good governance procedures are essential in 
ensuring that clear standards for doing business are in place and to help prevent fraud 
and corruption. As part of good governance, it is important that declarations of interest 
are made by staff and governors and that, where positive declarations are made, 
appropriate measures are put in place to ensure these are properly managed. 
 
Encourage segregation of duties 
 
No one person should have total control over ordering, receiving and checking of 
deliveries and passing invoices for payment.  
 
Try to segregate the duties so that, for example, the school bursar/secretary prepares 
orders, certifies that goods have been delivered, and prepares invoices for payment; the 
Headteacher approves the orders and the Deputy certifies the invoices. The most 
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important split in this process is that the person approving the order is not the person 
certifying the invoice.  
 
Although it may not always be practical to segregate duties in this way, you should 
attempt to do so wherever possible because the more people you involve in the system, 
the less chance there is of fraud occuring. 
 
Check before you sign 
 
Before you sign an order, be sure that the goods or services are genuinely needed for 
your school. When you sign an invoice for payment, take reasonable steps to ensure that 
the goods or services have been received and, where appropriate, have been entered in 
the school inventory. Above all, don't let signing orders or invoices become just part of 
the routine. 
 
Suspected fraud or financial irregularity 
 
Financial Regulation A3.3 states:  
“It is the duty of any employee who suspects that an irregularity affecting income, 
expenditure, cash, stores or any other resources has taken place to report the matter 
immediately to the senior finance manager in the school or college, or if not appropriate, 
to the Head/Principal or ultimately the Governing Body of the school or college.”  
 
When an irregularity affecting income, expenditure, cash, stores or any other resources 
of the school is suspected, contact the Internal Audit team immediately. They will advise 
you on the next steps and support you by way of investigation and report.  
 
All schools should have a Confidential Reporting (Whistle blowing) policy which 
encourages staff to report any concerns to management and/or to Internal Audit in the 
knowledge that such concerns will be treated in confidence, properly investigated and 
fairly dealt with.  
 
Internal Audit will decide what steps are necessary usually in consultation with the 
Headteacher or the appropriate governor. 
 
Action to be taken 
 
There is no rigid detailed procedure that can be followed once the suspected 
fraud/irregularity is reported to Internal Audit because each case has its own unique set 
of circumstances, this is where the investigatory skills and experience of the auditor are 
so important. However, we can  provide advice to Headteachers and Governors on a 
broad basis where there may not be any specific allegations. 
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If you become aware of a potential fraud or irregularity: 
 

DO  
• contact Internal Audit.  
• treat the matter as urgent. 
• secure all the relevant records and other evidence. 
• make a written note of all the facts that you are 
aware of, together with dates and time where 
applicable. 

 

DON'T  
• do anything which alerts the suspect(s). 
• carry out any form of investigation. 
• do anything which may prejudice a 
subsequent disciplinary hearing and/or 
police investigation. 

 

 
 
Why involve Internal Audit 
 

 Internal Audit has the statutory right of access at all times to premises, records, 
documents, correspondence which appear to be necessary for the purpose of the 
investigation.  

 

 Additionally, the County Council Financial Regulations and Procedures give 
auditors the right to “require any employee of the County Council to produce cash, 
stores or any other property of the Council or property of persons for whom the 
Council is responsible under his/her control” (Financial Regulation A3.2).  

 

 Internal auditors are well trained and experienced in the many aspects of work 
connected with investigations.  

 
Private funds 
 
If a suspected fraud or irregularity occurs which affects private funds (for example, school 
fund) then Internal Audit is available to provide advice and may, in certain circumstances, 
undertake an investigation.  
 
It should be noted that Internal Audit is not obliged to investigate matters relating to 
private funds, although every assistance will be given within the limited resources 
available. 
 


