
AUDT     [image: image1.png]H Leicestershire
County Council




IN EDUCATION
	                                                                                                                                                                                                                                                                                                                                                                                 

	

	
	
	  
	
	
	

	* PLEASE CIRCULATE TO:-
HEADTEACHER
	
	   BURSAR
	
	CHAIR OF GOVERNORS
	


Issue No.1









September 2006
ADVICE TO SCHOOLS





















The essential items for achieving the Financial Management Standard in Schools are as follows:-
	1.   Leadership and Governance

	1.1 The staff and governors have a shared understanding of their own financial management roles, responsibilities and accountabilities, and those of others 

	1.2 School governance arrangements ensure that Governors are able to fulfil their financial management roles, responsibilities and accountabilities properly

	1.3 The Head teacher and Bursar (if in post) operate with financial integrity setting an example to governors and staff alike

	1.4 The Governing body has considered and signed a Controls Assurance Statement confirming that resources have been properly managed

	1.5 The school has effective governance arrangements covering issues which include conflicts of interest and whistle blowing

	2.   People Management

	2.1 The Governing Body includes individuals who are able to:
· Be an effective “critical friend” on financial management issues

· Provide strategic leadership on financial management issues

· Ensure financial management accountability

	2.2 The staff with financial management responsibilities include individuals who are organised in a way that enables them to:
· Provide a strategic view

· Ensure accountability requirements are met

· Facilitate the effective operation of financial processes

	3.   Policy and Strategy

	3.1 The school has an annual budget that:
· Is realistic and affordable in relation to available resources and cash flows

· Is approved by Governors on a timely basis

· Reflects the schools development plan

· Is consistent with longer term financial plans (including recovery of deficits or saving up for future developments)

	3.2 The Governors and the staff have compared the School’s financial performance with that of similar schools, examined reasons for differences and taken action where necessary

	4.   Partnership and Resources

	4.1 The Local Authority and the school have agreed their respective financial management roles and responsibilities

	4.2 The school has procurement arrangements in place to secure value for money from all suppliers including the Local Authority and outside contractors

	5.   Processes

	5.1 The financial management information provided to governors and staff meets their needs by being:

· Relevant

· Accurate

· Timely

· User friendly

	5.2 The school provides the Local Authority with accurate and up to date information in accordance with the Local Authority’s needs

	5.3 The school complies with Consistent Financial Reporting requirements on a timely basis

	5.4 The school has up to date, documented and approved financial regulations that are implemented consistently

	5.5 The school has up to date, documented and approved detailed financial procedures that are tailored to the school’s needs and implemented consistently

	5.6 The school maintains proper accounting records throughout the year

	5.7 The governors and staff have evidence that there is effective control over:

· Financial management system
· Income received

· Payroll

· Purchasing

· The banking system

· Petty cash holdings and payments

· Taxation system

· Voluntary funds

· The School’s assets


For help in developing financial management arrangements in your school see G3 Guide to achieving the Standard.
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FMSiS ADVICE TO SCHOOLS





In 2004 the DfES published a Financial Management Standard setting out what a financially well managed school would look like. The Standard can be accessed on the DfES web-site: - � HYPERLINK "http://www.fmsis.info//" ��http://www.fmsis.info//�





The information on the web-site includes guidance on how to achieve the Standard, a self assessment tool for schools to monitor their compliance, an external assessment tool and links to good practice guides providing detailed information on the key steps needed to ensure the Standard is achieved.





The expectation of the DfES is that Secondary Schools are able to demonstrate that they meet the standard through independent assessment by March 2007.   The DfES expects Primary and Special Schools to fall within the FMSiS regime in subsequent years (see below).





At the end of the financial year (March 2007), the Director of Resources is responsible for declaring to the DfES how many of the Authority’s schools have indeed reached the Standard, and conversely how many, if any, have failed to reach the Standard.











Secondary (Upper and High) Schools





The DfES expects all Secondary Schools to have met the Standard by March 2007.





The majority of Secondary Schools attended the LA training sessions in the Summer Term where the main aspects of FMSiS were discussed in detail.   These sessions threw up some interesting ways forward, and the sharing of ideas was of benefit to schools and the LA alike. 





Secondary Schools should by now have undertaken preliminary self-assessments using the self-assessment tool on the DfES FMSiS web-site (document G4), and be working on those areas that the self-assessment has identified as not being in place / or in place but in need of further development.





All Secondary Schools should now have received confirmation whether they qualify for an Internal Audit light-touch assessment, as an alternative to going for full external assessment.





The external assessors’ tool on the DfES FMSiS web-site (document G5) is a useful document for schools to use to effectively undertake an in-house dummy external assessment to give schools a level of assurance that the relevant systems, procedures and documentation are indeed in place prior to formal assessment. 





Secondary Schools requiring (or electing for) external assessment / accreditation should be looking to contact an external assessor at an early stage, from the list of accredited assessors on the DfES FMSiS web-site, to arrange a timescale to be assessed before the March 2007 deadline.











Internal Audit Light-Touch Assessment


Some schools will be offered the opportunity of 


having an Internal Audit light-touch assessment, 


as an alternative to formal external assessment.   


This concession will be offered to those schools deemed to be ‘low risk’ based on a number of measurable criteria including:-





an audit opinion of “above the standard” following the last audit visit;


return of a completed action plan to the LA following the last audit visit;


a balanced budget, or a managed deficit in line with LA approval.





The light-touch assessment will involve a review of a school’s completed self-assessment, and will request a sample of evidence to back-up the self-assessment.


A short site visit may be necessary.





It is our intention, at least for the March 2007 cohort, that this light-touch assessment will be at no cost to schools.   However, this will not be deemed to be a formal external assessment, nor will schools receive the FMSiS logo and certificate.   Successful schools will, however, be deemed by both the LA and the DfES to have met the Standard nevertheless.


Schools qualifying for a light-touch assessment will still be able to opt for formal external assessment, should they so wish.





Formal External Assessment





Schools not qualifying for an Internal Audit light-touch assessment will have no option but to have a formal external assessment.   Schools that do qualify for an Internal Audit light-touch assessment may choose to still go for formal external assessment if they so choose.





The Internal Audit Section will not be undertaking any formal external assessments, and schools will be required to select an assessor from the list of accredited providers on the DfES FMSiS web-site.   Schools will be required to fund the cost of an external assessment.   The list of DfES accredited external providers can be found, as follows:-





� HYPERLINK "http://www.fmsis.info/r77_vfm_document_417.doc" ��http://www.fmsis.info/r77_vfm_document_417.doc�


(Note! link includes underscores and not spaces)





Successful schools will receive a FMSiS compliance certificate from the DfES, and will be able to use the FMSiS logo.





It is probable that an external assessment will take place on site, and will involve the interviewing of key staff and governors.   The DfES FMSiS web-site contains an External Assessor’s tool (document G5), which gives schools an idea of the types of tests an external assessor will undertake during the process.





Clearly, demand for external assessors is likely to be high nationally, and schools are advised to make early arrangements to engage an assessor well before the March 2007 deadline.








Internal Audit Light-Touch or Formal External Assessment


It is for each Authority’s Director of Resources to determine how the Authority’s schools will demonstrate that they meet the Financial Management Standard.   Within Leicestershire, this will be by one of two methods for the March 2007 cohort (i.e. Secondary Schools).   No decisions have yet been taken for March 2008 onwards.











Whistleblowing Policy


Section 1.6 of the FMSiS requires schools to have a Whistleblowing Policy.   The Local Authority has its own Whistleblowing Policy that it commends to schools.   The purpose of this policy is to provide protection to individuals who disclose malpractice or wrongdoing in the workplace.   It is advised that schools formally adopt the LA’s Policy and ensure that all staff are made aware of the Policy’s existence (and where it can be referred to).





The LA’s Whistleblowing Policy has been posted by the Finance Service to the Education Information Service (EIS), and can be accessed via the following route:-


EIS �Service Web-sites �Finance Service �Finance Information





Schools should consider how best to make all staff aware of this Policy.   Suggestions include as part of an initial induction pack, as a section of the Staff Handbook, on a school intranet, on noticeboards, or simply in routine staff correspondence such as newsletters.





A logical starting point for schools is to undertake a self-assessment, using document G4 of the Standard.   This can be completed manually or electronically, and can be tackled over a period of time (e.g. a section at a time).   The results of the self-assessment will effectively identify:-





those areas of the Standard that the school already meets, and can satisfactorily evidence;


those areas of the Standard that the school already meets, but cannot satisfactorily evidence;


those areas of the Standard that the school currently does not meet.





Clearly, areas falling within categories (ii) and (iii) are then brought out as areas to be worked upon over the next 12 months or so.





It is the intention of the LA to run training sessions for Primary and Special Schools during 2007, as was done for Secondary Schools.   By this time, the DfES should have confirmed definitively which schools will be expected to meet the Standard by March 2008, and which by subsequent years.











Do I qualify for a Light touch assessment?





Letters have been sent out to all Secondary schools informing them if they qualify for the Internal Audit Light Touch Assessment or not, and relevant steps to be taken.





Where can we get a copy of the LA Scheme of Delegation?





This has been posted by the Finance Service to EIS, and can be accessed via the following route:





EIS 


Service Web-sites


Finance Service 


Downloadable Documents


‘Leicestershire Scheme for the Financing of Schools April 2006’





Where can we obtain a copy of the LA’s Whistleblowing Policy?





This has been posted by the Finance service to EIS, and can be accessed via the following route:





EIS 


Service Web-sites


Finance Service


Finance Information


‘Whistleblowing’





Note!


Additional information is available on the DfES’s FMSiS web-site at 





� HYPERLINK "http://www.fmsis.info//" ��www.fmsis.info//�

















Some schools will be offered a choice between appointing an External Assessor or the Internal Audit dept carrying out a ‘Light touch’ assessment.


Schools will be made aware (via post) if they qualify for an Internal Audit ‘Light touch’ assessment. 


Non-qualifying schools will have to appoint an External Assessor.





Primary and Special Schools - Where you should be at!





The DfES is currently consulting with Local Authorities to agree on a timescale for Primary and Special Schools to demonstrate that they meet the Standard by.   Although still to be formally confirmed by the DfES, it is probable that a high proportion of Primary Schools will be expected to meet the Standard by March 2008.





Based on the experience of Secondary Schools, those Primary and Special Schools that address the Standard at an early stage are likely to have the better chance of success, as a result of identifying areas of non-compliance at an early stage, and thus having sufficient time to address them.





It is suggested that now is the appropriate time for Primary and Special Schools to have an early look at the Standard on the DfES web-site: - � HYPERLINK "http://www.fmsis.info//" ��http://www.fmsis.info//�





Documents G1 (Introduction to the Standard), G2 (One-Page Financial Management Standard) and G3 (Guide to Achieving the Standard) contain useful background information, and may be helpful to use when briefing Heads and Governors with regard to FMSiS.





The LA’s Scheme of Delegation (the LA Scheme for the Financing of Schools)


Section 4.1 of the FMSiS seeks to ensure that the school holds a copy of the LA’s Scheme of Delegation, and that the document is covered in governor induction training.





The Scheme sets out the respective financial responsibilities of the LA, the Headteacher and the Governors and acts very much as an instrument of financial governance.   Along with the school’s Finance Policy, it is the key financial document governing how the school should operate financially.


The LA’s Scheme for the Financing of Schools has been posted by the Finance Service to EIS, and can be accessed via the following route:-


EIS �Service Web-sites �Finance Service �Downloadable Documents ('Leicestershire Scheme for the Financing of Schools April 2006').


Schools should ensure that key staff and governors are aware of the document, its purpose and its location within the school.





Governor Financial Competencies Matrix





Much of the FMSiS centres on effective governance in schools.   With regard to Governors themselves, Section 2.1 of the FMSiS expects schools to have undertaken a self-evaluation of the governing body’s competencies, ideally to ensure that a full range of competencies are available across the breadth of the governing body, but also to ensure that the finance committee comprises those governors that are most appropriate to this committee, given their competencies.





The Competencies Matrix can also identify training requirements for Governors, and the on-going professional development of Governors is another integral part of FMSiS.   For instance, the self-evaluation may identify Finance Governors without specific budget monitoring training, thus enabling the school to provide the required development opportunities, be they in-house or via external training courses.   Document R20 of the FMSiS Toolkit gives further advice on a Financial Competencies Matrix for Governors, including a model matrix to use.





Benchmarking


Section 3.2 of the FMSiS requires the school / governors to have compared the school’s financial performance with that of similar schools, examined reasons for differences and taken action where necessary.   The DfES Benchmarking web-site enables schools to compare their income and expenditure profiles with similar schools countrywide, based on a ‘similarity’ criteria selected by the school itself.   Where significant variances are highlighted, schools have the facility to contact other schools in the comparator group as a first stage to investigation of variances.   Effective benchmarking plays an important role in securing value-for-money.





Document R35 of the FMSiS Toolkit takes schools to the DfES Value-For Money Unit’s Benchmarking web-site where further advice on benchmarking can be found.


Whilst the DfES Benchmarking Tool promotes benchmarking on a national level, many schools will also look to supplement this part of the FMSiS by evidencing what other forms of local benchmarking it routinely undertakes.   An example may be an analysis of local paper suppliers to ensure that competitive prices are paid for paper.





Controls Assurance Statement


Section 1.4 of the FMSiS requires the Governors to have discussed, agreed and signed a Controls Assurance Statement (CAS) in the 12-month period prior to assessment.   The CAS serves two main purposes.   Firstly, it confirms that the governors have taken steps to ensure that there are effective systems of internal control within the school.   This may be achieved through a number of means such as receiving an Internal Audit report and monitoring adherence to the corresponding action plan, or by ensuring that the school is fulfilling its responsibilities under the LA Scheme for the Financing of Schools (e.g. receiving details of the annual inventory check, the audited unofficial fund accounts, and ensuring that the school operates within a balanced budget (or licensed deficit)).   Secondly, the CAS should include details of any significant control weaknesses / problem areas known to the school.   An example might be to identify future potential budgetary problems as a result of predicted falling rolls, or to declare uncertainty over an Extended Schools’ activity where the future financial viability is uncertain.   Subsequently, any significant areas declared on the CAS will then be subject to stringent future monitoring, and potential corrective action.





Documents R15, R15a and R15b of the FMSiS Toolkit contain a wealth of advice to schools on the CAS, including a model CAS.








