1 LEASES ENTERED INTO BY SCHOOLS

1.1 Background

1.1.1 The Council is required to produce its annual financial accounts in accordance with International Financial Reporting Standards (IFRS).  One requirement of IFRS is that the Council has to review all lease arrangements it enters into to determine whether the lease is a finance lease or an operating lease based on the criteria of the IFRS Code.  This includes the leases entered into by its LEA schools. The review is carried out centrally using returns made by schools.
1.1.2 Schools may borrow monies only with the written permission of the Secretary of State for Education and Employment (except via loan schemes run by Hackney Learning Trust).  Schools are not empowered to enter into finance leases which are in substance borrowing (without the specific borrowing approval of the Secretary of State for Education and Employment). IFRS does not change this borrowing restriction.  Schools are not permitted to enter into finance leases but in accordance with IFRS some operational leases may be reclassified as finance leases for accounting purposes only.
1.1.3 The review of leases entered into will be carried out by the Council and this will require the submission of half yearly returns from schools of any leases entered into where the cost to purchase the asset outright exceeds £10,000. 
1.2 Leased Assets
1.2.1
Leases are any contractual agreement where the school uses an asset owned by a third party in return for making rental payments. The most common examples of assets leased by schools are photocopiers, computers and ICT Equipment.
1.2.2
Examples of other possible areas of leasing agreements a school could have are:

	Catering Equipment
	Networking

	CCTV Equipment
	Furniture/Office Equipment

	Electronic White Boards
	Operating Software

	Telephone Systems
	Playground Equipment

	Leisure Equipment
	Printing Equipment

	Lockers
	Projection Equipment

	Musical Instruments
	Vending Equipment


1.2.3
Schools may enter into leases for property and these leases need to be included in the half yearly return, if the cost to buy the property outright exceeds the deminimis £10,000 and the lease is for a period of 10 years or longer.
1.3
Half Yearly Returns of Assets Leased

1.3.1 
Schools are required to provide a half yearly return of any new leases taken out in the 2015/16 financial year to 30th September 2015. This return is due by 23rd October 2015 The final return for the financial year to 31st March 2016 will be due by 22nd April 2016 and this return will form part of the closure of accounts process.
1.3.2 Completed returns should be sent to: Shakot Ali, Principal Accountant Capital, Accountancy, 3rd Floor, Keltan House, 89-115 Mare Street, London, E8 4RU.  Returns by email are also welcome and should be sent to: shakot.ali@hackney.gov.uk
1.3.3 Nil returns also need to be notified please email shakot.ali@hackney.gov.uk to confirm that this is the case, as all schools need to make a return.
1.3.4 The half yearly return requests financial information about the lease and the lease payments. Specific questions relating to the lease are also asked, such as “does ownership of the asset automatically pass to you at the end of the lease term?”. The answer to these questions will be found in the lease agreement or can be provided by the supplier.  The supplier should also be able to provide the cost to buy the asset outright.  For new leases you may want to ensure that the supplier provides the required information when the lease is entered into.

1.4 Leases Granted by Schools
1.4.1 Schools may also grant leases of their property (or parts of their property) for example offices or sports centre to a third party.  The half yearly return needs to include any leases which have been granted for a period of 10 years or longer where the cost to buy the property exceeds the deminimis £10,000.

1.4.2 Ad hoc leases of school classrooms or sports lettings do not need to be included in the return as these leases are only for short periods.
1.4.3 Schools should also include on the return any other assets which they might lease to a third party where the cost to buy outright exceeds the deminimis £10,000.
