THE FINANCIAL MANAGEMENT STANDARD IN SCHOOLS (FMSiS)
A PRACTICAL GUIDE FOR CLERKS TO GOVERNING BODIES AND FINANCE COMMITTEES (OR EQUIVALENT)

The aim of this guide

This guide is designed to provide the clerk to the governing body and the finance committee (or equivalent) with:

1. an understanding of the status of the FMSiS for schools, its nature and structure, and what a school needs to do to demonstrate that it meets it

2. an appreciation of the role in a school’s financial management that the FMSiS expects on the part of governors

3. specific guidance to clerks as to how they can assist a school to demonstrate whether it meets the requirements of the FMSiS.
1. 
The FMSiS: its status, nature and structure, and how a school demonstrates whether it meets it.
1.1
The status of the FMSiS
The Department for Children Schools & Families (DCSF – formerly the DfES) has made it a legal requirement for all schools (other than nursery schools) to meet the FMSiS (by requiring all local authorities to make achievement of the FMSiS compulsory within the authority’s Scheme for Financing Schools).
Schools must meet the FMSiS in accordance with the following timetable:

100% Secondary schools
31st March 2007 


40% all other schools

31st March 2008  “Phase 1”

40% all other schools

31st March 2009  “Phase 2”  


20% all other schools

31st March 2010  “Phase 3”
The DCSF has left it to each local authority to determine the basis for selecting which schools (other than secondary schools) should be required to meet the FMSiS in which year, to comply with this timetable. 

The Schools Forum agreed that it will be on the basis of the chronological order in which the internal audits of schools fall due. A letter sent to the Head and Chair of Governors of every non-secondary school in July 2007 advised them of the phase into which their school falls.

The DCSF requires that the authority’s Finance Director submits an annual return of the number of schools that meet (and do not meet) the FMSiS. Where a school does not meet the FMSiS the Finance Director must give an undertaking that appropriate measures are being taken to rectify this.
The Finance Director relies primarily upon the work of Internal Audit to assess whether schools meet the FMSiS and to ensure that any that do not are taking appropriate action to do so.
Schools can be assessed as meeting the FMSiS in two ways:
A. A school can opt for a ‘formal accreditation’ to be undertaken by an assessor recognised by the DCSF. Members of Internal Audit and the Financial Services to Schools section of CSF are recognised assessors, as are a number of commercial providers. A fee is charged for this service whether provided by Internal Audit or a commercial provider. If assessed as meeting the FMSiS (or “accredited”) the school is formally recognised by the DCSF as having achieved the FMSiS (through permitted use of a logo and receipt of a certificate).
B. If a school does not opt for formal accreditation then Internal Audit will carry out a less rigorous assessment of the school against the FMSiS (although there is one Standard, which all schools are expected to meet) in conjunction with an audit of the school’s financial management, systems and procedures.

Formal accreditation as achieving the FMSiS is valid for three years. Internal Audit plans to carry out audits / FMSiS assessments every three years.

Currently, we understand that the achievement of the FMSiS is not a factor in the assessment of the performance of schools by Ofsted. However, since the introduction of the FMSiS there have been indications from the DCSF that this may change.
1.2 The nature and structure of the FMSiS
The FMSiS comprises 18 Standards, covering various aspects of a school’s financial management. Each of the 18 Standards must be individually met for the overall FMSiS to be met.

These Standards are grouped into 5 categories:

1. Leadership and Governance

2. People Management

3. Policy and Strategy

4. Partnership and Resources

5. Processes

The FMSiS is provided as Appendix A to this guide.

Each of the 18 Standards has up to 8 assessment criteria that form the basis of the assessment as to whether that Standard is being met. A school is expected to produce evidence, ordinarily documentary evidence, to demonstrate that it meets each assessment criterion and, in turn, each Standard and thereby the FMSiS as a whole.

There are 102 assessment criteria in total – although in many cases several criteria relate to one activity / process / document. For example, Standard 1.5 has six criteria, of which four relate to the Register of Business Interests.
1.3 How a school demonstrates that it meets the FMSiS

A school is required to complete a self-assessment. This requires that:

· the school must determine whether it meets each assessment criterion within the 18 Standards and record details of the evidence it has to demonstrate how it meets that criterion

· if it determines that it does not meet a criterion then it should record the action it intends to take to do so.

· the school must decide whether it meets each Standard: a school may not meet all of the assessment criteria for that Standard but could decide that, on balance, it meets enough of the criteria to meet the Standard.
The FMSiS self-assessment is undertaken on-line at www.fmsis.info.

The on-line assessment tool allows several people from the school to work on this independently, if they wish. Clearly, a single version must eventually be agreed upon.

Once the school (i.e. the Head and Governing Body) is satisfied that the self-assessment has been properly completed (i.e. that the appropriate governors and members of staff have been consulted / contributed to the assessment) and that it is complete, accurate and up-to-date, then it should be formally submitted. (Internal Audit has remote access to the assessments submitted by Hertfordshire schools).

2. The governors’ role in school financial management (to meet FMSiS requirements).
The following is a summary of the various roles and responsibilities expected of governors in the school’s financial management, required to meet the FMSiS.
Section 1 – Leadership and Governance

· Defining and recording (with the Head) a schedule that covers all significant financial management roles and responsibilities on the part of the governing body, the finance committee (or equivalent), the Head, Finance Manager (or equivalent) and any other committees or persons assigned a significant role/ responsibility

· Formal approval by the GB of the above

· Ensuring that new governors are appraised of their financial management responsibilities (and the school’s organisation of these) in their induction process

· Ensuring that governors receive / obtain sufficient information in respect of any (significant) developments (potentially) affecting the school’s financial management
· Ensuring that the GB and FC formally consider all appropriate aspects of the school’s financial management and management of resources (and that records of their meetings clearly demonstrate this)

· Ensuring that attendance at governors’ meetings is adequate, that governors discharge the role of ‘critical friend’ in their scrutiny of all (significant) aspects of the school’s financial management and that their decisions are clearly recorded and acted upon (and that this is monitored) 

· Ensuring that GB and FC meetings are scheduled so that key financial decisions are taken at the appropriate time (in the ‘financial cycle’)

· Ensuring that governors properly understand the basis on which the school’s proposed annual budget and longer term financial plans are set, i.e. the key assumptions, risk and other factors, to confirm that these financial plans are robust and realistic
· Ensuring that deficits are avoided and that surpluses are justifiable and within prescribed limits

· Ensuring that governors and the Head monitor the budget effectively
· Ensuring that the budget is not changed without the approval of governors (or only within the Head’s delegated powers)

· Ensuring that the governors are appraised of any significant financial decisions taken by the school’s Senior Management Team

· Determining whether the annual Statement of Internal Control fairly reflects the state of internal control within the school, after considering relevant issues and evidence to reach that conclusion – ensuring that any material weaknesses identified are declared in the Statement and reported to the Local Authority

· Ensuring that every governor provides a complete and up-to-date written declaration of any personal interests that could (be seen to) conflict with their role as a governor and to declare any such interests at any governors’ meeting

· Ensuring that the clerking arrangements for governor meetings are consistent with the effective discharge of governors’ financial management responsibilities.

Section 2 – People Management

· Governors with lead responsibility for financial management (the Chair and those on the FC) have formally self-assessed their financial management competencies – and there is a record of this

· The results of the self-assessment of competencies has been reviewed to establish whether, collectively, the GB does not currently posses certain competencies, or is over reliant on one individual

· Governors are able to access financial management training, particularly if the competency assessment indicates a need for this.

Section 3 – Policy and Strategy

· The GB formally approves the annual budget at the appropriate time

· The GB scrutinises the budget and medium term financial plan with sufficient rigour to ensure that, firstly, they are robust and realistic and, secondly, that they are consistent one with the other, and with any other plans having financial implications (notably the School Improvement / Development Plan)
· The GB or FC regularly reviews the benchmarking data available to the school to determine whether comparison with similar schools raises issues (e.g. unusually high or low costs) about resource deployment that warrant further investigation or action

Section 4 – Partnerships and Resources

· Governors are aware of and understand the Authority’s Scheme for Financing Schools and the respective financial management roles and responsibilities of the GB and the Authority
· Ensuring that the school’s approach to procurement and contracting seeks to maximise best value by incorporating appropriate ‘market testing’ and the regular review and re-evaluation of ongoing service and supply arrangements (including those provided by, or through, the Local Authority) while safeguarding the interests of the school in any contract

· Ensuring that expert advice, guidance or training is sought to avoid ‘sub- standard’, flawed or even damaging contracts being entered into.
Section 5 – Processes

· Governors receive, understand and use budget and other financial monitoring reports on a regular basis (and are confident that school managers also do)

· Governors play their part in ensuring that the financial information required by the Authority is provided, by meeting to consider and approve financial returns on time and by being alert to any signs that returns are delayed, incomplete or inaccurate

· Governors understand that the school is subject to the Authority’s Scheme for Financing Schools and the financial regulations that apply to schools and are confident that these are followed
· Governors have approved (documented) financial procedures, which they are satisfied cover all areas of financial operation, and ensure that these procedures are subject to review at an appropriate interval

· Governors are satisfied that the school’s accounting records are complete, accurate and up-to-date, and they are alert to any signs that this is not the case

· Governors satisfy themselves that any agreed audit recommendations are fully and effectively implemented – by monitoring this
· Governors satisfy themselves that an adequate assessment of financial controls is carried out every year, whether an internal (independent) audit occurs or not, and that they consider this before approving the annual Statement of Internal Control

· Governors satisfy themselves that adequate steps are taken to maintain effective financial control following any significant change to financial management arrangements or systems (e.g. staff turnover, new software, etc).

Clerks may wish to refer to the Supplementary Guidance provided by Internal Audit on the Hertfordshire Grid for Learning, as this sets out

· each of the 18 Standards

· the assessment criteria that should be used to determine whether each Standard is met

· possible sources of evidence that schools can use to demonstrate that each assessment criterion is met*

· Internal Audit’s guidance on how we interpret the assessment criteria and what evidence / practices are consistent with a positive assessment (or sometimes those that would lead to a negative assessment).

*as determined by the DCSF

3. A check list for Clerks to assist schools to comply with the FMSiS

	Requirement / activity
	FMSiS Standard and assessment criterion

	
	

	The clerk can ensure that the clerking arrangements are effective

· for the full Governing Body, the clerk is not the Headteacher, a governor, or an associate member
· for committees, the clerk is not the Headteacher

· the clerk is not a member of staff who has a significant financial management reporting role, e.g. the Finance Manager

· if the clerk is a governor he/she is able both to participate adequately and take minutes, raise any points of procedure, etc.

· the clerk has suitable standing, experience and has received appropriate training for the role
	1.5 F, G


	Governor induction


	

	· Establishing that as part of their induction process all new governors (or those who will serve on the Finance Committee or equivalent) have received a copy of the school’s Schedule of Financial Delegation, the Authority’s Scheme for Financing Schools and that any induction pack provided to them includes the materials listed in Appendix B (or identifies where these materials can be accessed).
	1.1 D, E
2.1 D

4.1B



	· Completion of a competency assessment to identify possible training needs and to enable update of GB / FC collective competency assessment.
	2.1 A, B, C



	· Advise new governors of financial management training opportunities, where appropriate.
	2.1E




	Requirement / activity
	FMSiS Standard and assessment criterion

	Ensure that the following tasks are timetabled for inclusion on the agenda of the GB (or the FC where appropriate) at the appropriate point in the financial cycle:
	

	
	

	· Approval of budget* (annually)
	1.3 A, B

3.1 F

	*The Head/Finance Manager/Chair is expected to present a report setting out how the budget has been formulated, what lessons (if any) have been drawn from previous years, what factors, assumptions and risks have been taken incorporated, etc.
Governors should explicitly approve the level of reserves/ balances that the budget sets out.
	3.1 D

3.1 E



	· Approval of MTFP (annually)
	3.1 A, B

	· Review and approval of the School Development / Improvement Plan, and confirmation that its financial implications have been factored into the annual budget and MTFP (annual, although several progress reviews may occur)
Likewise for any other school plans with financial implications
	1.2 A

3.1 A



	· Consider and approve financial returns required by the County Council, notably quarterly monitoring returns and year-end data (quarterly and at the year end)
	5.2 A - D

5.3 A – D



	· Budget monitoring reports (every meeting unless specific business precludes)
	1.3 C

3.1 G

5.1 B

	· Approval of any changes to the budget unless within the Head’s delegated power to make amendments (regular meetings)
	3.1 F



	· Consideration and approval of the Statement of Internal Control (annual, one-off, towards the end of the financial year or shortly after this, i.e. March – May)
	1.4 A, B

5.7 A, B



	· Review and recorded approval of the school’s Schedule of Financial Delegation (annually) – ensure that this records the school’s acceptance that it is subject to the County Council’s Scheme for Financing Schools and operates to its Financial Regulations
	1.1 A, B, C, 4.2 A

5.4 A, B



	· Review financial policies (annually)
	1.2 A

	· Review financial procedures (or those parts judged to warrant review) (annually)
	1.2 A

5.5 A - E

	· Review of school staffing structure (every two years, if not annual)
	2.2 A, B




	Requirement / activity
	FMSiS Standard and assessment criterion

	· Review of the school’s ‘financial profile’ against comparable schools (benchmarking) using data produced by the DCSF or other, if appropriate (annual)
	1.2 A

3.2 A, B, C, D

	· Review of school Contracts Register (annual) 
· Review of individual contracts before these are awarded / extended / renewed / continued (a GB may delegate this responsibility to the Head – other than for major contracts - but should review the Head’s decisions) 
	1.2 A

4.2 D



	· Consider the school’s approach to securing Best Value and approve the signing of the Best Value Statement (annual)
	4.2 E

	· Review of charging levels, prices, etc (annual)
	1.2 A

	· A formal invitation to declare any personal interest (every meeting)
	1.5 C



	· Receive reports of decisions taken by the SMT with significant financial implications (regular meetings)
	1.3 G



	· Review of governor financial management competency assessments (initially, when new governors join, otherwise every three years)
	2.1 A, B, C



	· Consideration of internal audit reports and monitoring of the implementation of agreed recommendations
	5.7 C, D

	· Governors are reminded of financial management training opportunities (regular meetings)
	2.1 E



	· Updates / briefings on any significant developments potentially affecting the school’s financial management (and this should be recorded in the minutes). Clerks should look to the Head, Finance Manager, Chair of GB or Chair of FC to identify such matters (every meeting). If such matters are communicated to governors outside of formal meetings a summary of topics could be recorded in the minutes of the next meeting.
	1.1 F

1.3 E, H



	In all cases the minutes should record the governors’ consideration of the issues above and a copy of any report and papers provided should be filed with the minutes.


	Requirement / activity
	FMSiS Standard and assessment criterion

	The minutes of all GB and FC meetings

· clearly record decisions taken, through the use of highlighting, or an ‘actions’ column

· show that previously agreed actions are confirmed as completed / ongoing

· indicate where governors have asked questions as part of their ‘critical friend’ role, (although it is not expected that individuals will be named)

· are made available to relevant staff (or there is a mechanism for informing them of relevant decisions)

· are filed together with a copy of any report or papers submitted at the meeting
	1.2 C

	
	

	Governor meetings – arrangements for and conduct of

	

	· dates are notified to governors in good time (via a timetable  / issue of agendas) and attendance levels addressed if necessary – particularly if meetings do not achieve quorum and valid decisions cannot be taken.
	1.2 D

	· ensure that where the FC will consider a matter for recommendation / notification to the GB, that the timing of the FC meeting ensures that the GB has sufficient time to receive and consider the FC’s output
	1.2 B

	· ensure full and open discussion of financial management issues, with all present being given sufficient opportunity to contribute
	1.2 E

	· record the key points of the discussion, notably matters agreed, decisions taken, but including any concerns raised, any dissenting views, etc.
	1.2 E

	Register of personal / business / pecuniary interests

· every governor completes a formal (written) declaration every 12 months, including ‘nil declarations’

· all new governors complete a declaration on appointment (include as part of induction process)

· every governor meeting includes a formal opportunity to declare any potential conflict of interest
	1.5 A, B, C, D

	
	

	Whistle – blowing policy

· should be included in new governor induction

· should be reviewed periodically, as with all policies 
	1.5 E


APPENDIX A

The Financial Management Standard in Schools

1. Leadership and Governance

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

1.2 School governance arrangements ensure that Governors are able to fulfill their financial management roles and responsibilities 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, signed and published a controls assurance 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 school development plan

• Is consistent with any longer term financial plans for recovering 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. Partnerships and Resources

4.1 The LEA 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 LEA 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 LEA with accurate and up to date information in accordance with the LEA’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 need and implemented consistently in practice

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
APPENDIX B
Governor ‘induction pack’ – recommended contents
Information recommended in the ‘Hertfordshire Governor’s Handbook and Planner’ as issued by the Herts Governance Unit:

· Instrument of Government

· Details of all governors

· Details of committees, terms of reference and membership

· Calendar of meetings and school events (including holidays and INSET days)

· Staffing structure/staff list

· Prospectus/school profile

· School Development/Improvement Plan

· Summary of the last Ofsted report (if undertaken in the last 18 months)

· Governing body visits policy

· Minutes of the last 2 governing body meetings

· School budget*

· Governors Guide to the Law

· Schedule of dates for planned governor/committee meetings

Other useful documents:

· DCSF Financial Management Standard*

· Schedule of Financial Delegation*

· LA Scheme for Financing Schools and Financial Regulations*

· Handbook of Financial Regulations for Schools*

· Details of financial management training provided by (CSF) FSS*

· School (HCC) whistle blowing policy

· Details of desirable governor competencies

· Medium Term Financial Plan*

· Register of Pecuniary Interests form

· Contact details for the Clerk

· Committee ‘program of business’ for the term / year – where available

· List of school policies

· Minutes of the last meeting from each committee

· Plan of the school

· Latest audit report and school response*

· Website addresses for: DCSF FMSiS, Governornet, the Grid, etc. 

* expected for any governor serving on the Finance Committee or equivalent

It is suggested that the school should establish that all governors have copies of those documents or know of their existence and how to access them (where not already held). Further, any updates to these documents should either be issued to all at the point that the update is available, or these documents should be reviewed annually and reissued to the members of the governing body as necessary.  Where governors maintain a training log it is recommended that they record the induction material that they received.
