Statement of Internal Control (SIC) – Internal Audit guidance to schools on the completion of the SIC 
All schools are now required to meet the DCSF Financial Management Standard in Schools, other than nursery schools. One of the requirements of the DCSF FMSiS is that a school must, every 12 months, undertake the process outlined below to produce a SIC. Therefore each school is expected to return a copy of its latest SIC to the Authority, i.e. for 2009/10.

The signed statement should be completed and sent to the Internal Audit team by the 31st May 2010.
Please refer to Standard 1.4 within the FMSiS and section R15 within the FMSiS Toolkit for the full details on completion of the SIC (www.fmsis.info) – but the process is set out below.
Process for the annual completion of the Statement of Internal Control

1.
The school should undertake a self-evaluation of its financial systems and controls (i.e. their operation as well as their design) and/or decide whether to place reliance for this on any independent audit carried out within the twelve months preceding the completion of the SIC. (This is consistent with the expectation under Standard 5.7 that the school relies upon an internal audit in the preceding year or, in the absence of this, that the school will have carried out such a self assessment). The scope, nature and results of the control self evaluation should be recorded – an auditor will want to review this in due course.
2.
The governing body should meet to consider, firstly, the results of the process carried out at the previous stage and, secondly, the SIC “pre-certification checklist” set out in section R15 of the Toolkit. The governors must determine whether any weaknesses have been identified in the school’s financial management that should be declared in the SIC (part 4).
3.
The SIC should be drafted in accordance with the conclusions reached at the preceding stage, e.g. if a material weakness was identified the SIC would need to identify this together the action to be taken to address this (to be declared under part 5 of the SIC). Ordinarily the governors are likely to be able to consider the draft SIC (using the standard format) at the same time that they review the pre-certification checklist.

4. The governing body should record in the minutes of the meeting at which it considers the draft SIC and pre-certification checklist its approval of the SIC and its formal decision that the SIC be signed.
There is ‘process checklist’ attached that schools may find helpful.

Problems found with schools’ completion of the Statement of Internal Control.

Internal Audit has identified the following errors by schools in the completion of previous SIC’s, which could invalidate the SIC and therefore mean that the school cannot be regarded as meeting the FMSIS:

· The 12 month period covered by the SIC relates to a period in the future (it must relate to the previous financial year / 12 month period preceding the date of signature)

· The 12 month period covered by the SIC does not start on the day after the expiry of the previous SIC, i.e. there is a gap or an overlap

· The SIC has not been signed within a reasonable period of the end of the period to which it relates (if the school is to return a copy of its SIC for the year ended 31/3/10 to Internal Audit by 31 May 2010 – please see below – then it must be signed within 2 months of the year end). Internal Audit will require an explanation for any SIC that cannot be produced within a maximum of 3 months following the year end.

· The ‘guidance text’ provided in the SIC template on the national FMSiS website (within document R15) has not been deleted. (This may suggest that the SIC has not been completed with proper care and consideration)

· No date of ‘last audit’ is provided under part 3

· No date for the annual self-evaluation of internal control is provided under part 3 (in future Internal Audit will want to see what self-evaluation was undertaken, with what results, and what action followed – where appropriate).

The SIC should be signed and a copy submitted to Internal Audit by 31 May 2010.  However, if the timing of governors' meetings is such that the SIC cannot be copied to Internal Audit by this date, then please contact Internal Audit, on 01992 555324, to advise when this will be available. 

Reporting whether the school met (continued to meet) the Financial Management Standard in Schools at 31st March 2010.
Any school that was assessed as NOT meeting the FMSiS as at 31st March 2009 will be required to submit a 'declaration of their position as at 31st March 2010' to Internal Audit. (This will be issued to the relevant schools in due course by Internal Audit).

This is necessary because the Authority must report to the DCSF the number of schools that meet or do not meet the FMSiS at the 31st March each year.

Schools that were assessed as meeting the FMSiS as at 31st March 2009 will not be required to make a 'declaration of their position as at 31st March 2010' to Internal Audit. These schools will be assumed to continue to meet the FMSiS unless they advise Internal Audit that this is not the case, or the Director of CSF and the Chief Internal Auditor have reason to conclude that a school has not maintained the Financial Management Standard throughout 2009/10.

It is important, therefore, that when completing the Statement of Internal Control, the Head and Governing Body of a school should be satisfied that the school has continued to meet the 18 Standards required to meet the FMSiS during 2009/10. If the Head and Governing Body are not satisfied that this is the case, then this should be declared in the SIC.
	Statement of Internal Control – process checklist



	Stage 1 – obtaining assurances from a recent internal audit, other audit, and/or the school’s own self-evaluation, as to the controls within its financial management arrangements, systems and procedures

	
	Y/N

	1. Has the school had an internal audit within the last 12 months? If yes continue to Q2, otherwise go to Q4.

	

	2. If the answer to 1 is yes – did the report identify any areas that were not covered by the audit (due to time limitations)? If yes, go to Q3. If no, go to Q4.

	

	3. Has the school undertaken its own evaluation of controls in these areas?

3.1 If yes – did the school conclude that controls were sound and that there are no significant weaknesses to report under parts 4 and 5 of the SIC?
3.2 If no, have the Head and governors recorded why no self-evaluation of these areas was considered necessary (e.g. low risk, no indications of any problems, etc) and have they  concluded that controls were sound and that there are no significant weaknesses to report under parts 4 and 5 of the SIC?


	

	4. Have all previous internal audit recommendations been fully implemented?
4.1 If no, does this mean that there remain any significant weaknesses in the school’s financial management arrangements, systems or procedures that have not been fully rectified and should be declared under parts 4 and 5 of the SIC?
	

	5. Has the school had any independent financial audit (other than an internal audit) carried out in the past 12 months?
5.1 If yes, did the auditor identify any significant weaknesses in the school’s financial management arrangements, systems or procedures that should be declared under parts 4 and 5 of the SIC?

5.2 Has any other inspectorate, HCC department or other body raised any matter that could impact significantly on the school’s financial management?


	


	6. Has the school carried out its own self-evaluation of internal control in the last 12 months?
Did it use:

the checklist R52 in the FMSiS toolkit

the Audit Commission tool “Keeping Your Balance”

the Audit Commission tool “Getting the Best from Your Budget”

other (please record below)

………………………………………………………………………………..

6.1 If no, how is the school able to determine that there are no significant weaknesses in the school’s financial management arrangements, systems or procedures that should be declared under parts 4 and 5 of the SIC?
………………………………………………………………………………...

………………………………………………………………………………...

………………………………………………………………………………...

6.2 If yes, have the results been recorded?


	

	Stage 2 – determination by the head and governors whether there are any significant weaknesses in the school’s financial management arrangements, systems or procedures that should be declared under parts 4 and 5 of the SIC?

	7. Has the Head met with the governors (either the finance committee, or equivalent, or the full governing body) to consider the results of:
· the recent internal audit and/or

· any other independent audit and/or

· the school’s own self-evaluation of controls
so as to determine whether there are any significant weaknesses in the school’s financial management arrangements, systems or procedures that should be declared under parts 4 and 5 of the SIC?

7.1 If no, then they should do so before completing the SIC.

7.2 If yes, did they conclude that there are any significant weaknesses in the school’s financial management arrangements, systems or procedures that should be declared under parts 4 and 5 of the SIC?

	


	8. Have the Head and governors also considered each of the questions in the governors’ pre-certification checklist for the SIC? (Refer to document R15 within the FMSiS Toolkit – or see attached).
8.1 If no, then they should do so before completing the SIC.

8.2 If yes, did they conclude that there are any significant weaknesses in the school’s financial management arrangements, systems or procedures that should be declared under parts 4 and 5 of the SIC?


	

	9. Is there a record of the meeting(s) at which 7 and 8 above took place?
The Head and governors should formally record their consideration of 7 and 8 and their conclusions, since this represents their decision whether the school should declare any significant weaknesses in the school’s financial management arrangements, systems or procedures under parts 4 and 5 of the SIC?


	

	10. Before proceeding to Stage 3 if the following answers apply to certain earlier questions, then these should be revisited:

Q3.2 – No  (i.e. no self evaluation of areas not covered by the last internal audit)

Q4 – No (i.e. not all previous audit recommendations fully implemented)

Q5.1 – Yes (i.e. the report of another auditor has identified a significant weakness)

Q5.2 – Yes (i.e. some other party has raised a significant issue)

Q6 / Q6.1 / Q6.2 – No (i.e. the school has not undertaken a self evaluation of internal controls in the past 12 months, or this has not been recorded, or its results have not been reviewed)

Q7 – No (i.e. the Head and governors have not reviewed the results of the evaluation(s) of controls)

Q8 – No (i.e. the Head and governors have not completed the SIC pre-certification checklist)

Q9 – No (i.e. there is no record of 7 and 8 to support the decision to approve the SIC).



	Stage 3  - completing the SIC

	11. If a significant weakness has been identified during the earlier stages (i.e. a ‘Yes’ to Q7.2 or Q8.2) are the Head and governors satisfied that it is properly declared under part 4 of the SIC and that the action the school has taken / is taking / will take to address this is declared under part 5?
11.1 Are the Head and governors satisfied that the school meets all 18 Standards within the FMSiS? If not then this should be declared in the SIC.
	


	12. Have the Head and governors checked that:
· the recorded period in part 1 of the SIC is a 12 month period ending 31st March 2010, or has an end date that is not later than the date on which the SIC will be signed?

· the start date for the period follows the end date of the school’s previous SIC?

· the ‘guidance text’ on the SIC template has been deleted (e.g. “date of last audit”) and has been replaced with the correct details where appropriate?

· the date of latest audit and date of the latest self-evaluation of internal control have been completed in part 3 of the SIC?
· the date on which the SIC will be signed is on or before 31st May 2010?


	

	Stage 4 – governors’ formal approval of the SIC and its signing

	13. Provided that the answer to Q11 is ‘Yes’ (where applicable) and that the checks under Q12 have been made, the governing body should formally record their approval of the SIC and for this to be signed by:

· The Head

· The Chair of Governors

· The Chair of the Finance Committee (or equivalent).

Once signed please send a copy of the SIC to Internal Audit by 31st May 2010. 


