Reasons why schools are assessed as not meeting each of the 18 FMSIS Standards
Note 1: For a school to be assessed as not meeting a standard the shortfall would have to be sufficiently significant and /or occur across several assessment criteria.

Note 2: These reasons are not presented in any order of priority or severity – they simply follow the order of the FMSiS itself.
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

· The school’s Schedule of Financial Delegation (SoFD) has not been reviewed for some time, e.g. to incorporate requirements introduced by the FMSiS, or it has significant gaps or inconsistencies, e.g. with the terms of reference for the finance committee (FC).

· The SoFD has not been formally approved by the Governing Body (GB), i.e. an entry in the minutes of this

· The SoFD does not form part of governor induction.

· Minutes of the meeting of the GB and/or FC do not demonstrate that governors have been informed of significant developments in the school’s financial environment – typically in such cases, the minutes refer only to the school’s budget / financial position and are very brief. (Or no governor was available to provide assurance that relevant matters were in fact considered but have not been recorded in the minutes).

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

· Minutes of the meeting of the GB and/or FC do not demonstrate that governors carried out the full range of expected roles in the school’s financial management and/or that they have discharged their role as critical friend by scrutinising the information provided to them (or requesting information) – typically in such cases, the minutes refer only to the school’s budget / financial position and are very brief. (Or no governor was available to provide assurance that relevant matters were in fact considered but have not been recorded in the minutes)

· GB and FC meetings occur very infrequently, or not at times when important financial decisions should be made, or there is little indication that the GB and FC are clear what their financial management tasks are for the year and have planned their meetings to deal with these

· GB and FC meetings are poorly attended 

· The minutes of GB and FC meeting do not clearly record financial decisions taken and follow up of their implementation

1.3 The Head teacher and Bursar (if in post) operate with financial integrity setting an example to governors and staff alike (see also Standard 3.1 as both focus on the setting of the budget, in part))

· The records / explanations available to show that the latest budget was soundly compiled are inadequate

· It is not evident that the governors specifically scrutinized the level of current and planned balances when agreeing the budget

· The school’s actual income and expenditure has departed markedly from that budgeted without proper explanation / scrutiny

1.4 The Governing Body has considered, signed and published a Statement of Control (SIC) confirming that resources have been properly managed
This is a completely new requirement, introduced by the FMSiS.

· Since the appropriate time to sign the SIC is at the year end most schools will, naturally, not meet this Standard until that point is reached

· Where the SIC has been signed it is not evident that the Head / governors went through the proper process of self evaluation before signing it, e.g. they have not waited for the results of any internal audit or used the pre-certification checklist (document R15B in the DCSF FMSiS Toolkit – www.fmsis.info)
1.5 The School has effective governance arrangements covering issues which include conflicts of interest and whistle blowing

· The Register of (Business) Interests has not been kept up to date and/or not all relevant interests have been declared

· Requests to declare any interests are not routinely being made (and recorded) at governor meetings (this is a new requirement, introduced by the FMSiS).
· The school has yet to introduce a Whistle Blowing policy

· Clerking arrangements appear unsatisfactory (from inadequate minutes or the GB/FC not attending to expected financial management functions)

2. People Management (Light touch – i.e. reliance may be placed wholly on the school’s self assessment)

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

· There is no evidence that governors have formally reviewed their collective financial management competencies to ensure that there is no significant shortfall or over-reliance on one individual

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

· The school’s financial management staffing structure has not been reviewed for some time

· There is no evidence that staff with financial management / administration responsibilities have formally reviewed their collective competencies to ensure that there is no significant shortfall or over-reliance on one individual

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

· The School Improvement Plan is not costed and/or its financial implications demonstrably factored in to the annual budget or Medium Term Financial Plan – we are therefore unable to confirm that the school’s financial plans (annual budget and MTFP) are consistent with other school plans and vice versa

· There is no record of the Head’s report to the governors on the assumptions and risks underpinning the proposed annual budget (or the report is inadequate in this respect). A review of the previous year’s outturn is regarded as a basic requirement in determining whether the proposed budget is realistic – and this is sometimes not evident.

· There is no record of the GB having formally approved the budget and the planned level of year-end balances.

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 (Light touch – i.e. reliance may be placed wholly on the school’s self assessment)
· The school has not undertaken any analysis of the benchmarking data available to it

· The school has not used the data available on the DCSF website (specifically expected by the FMSIS) and has not justified this

· The benchmarking analysis has not been reported to and scrutinized by the governors to confirm that appropriate conclusions have been drawn and an appropriate action plan produced where applicable
4. Partnerships and Resources

4.1 The LEA and the school have agreed their respective financial management roles and responsibilities (Light touch – i.e. reliance may be placed largely on the school’s self assessment)
· The Authority’s Scheme for Financing Schools is not included in governor induction.
4.2 The school has procurement arrangements in place to secure value for money from all suppliers including the LEA and outside Contractors
The focus on this has increased given the various initiatives that have resulted in a greater number and variety of contract arrangements (e.g. through Children’s Centres, Extended Schools , etc.) and concerns raised about schools’ exposure to risks in their contract arrangements

· The allocations of responsibilities for procurement and the thresholds attached to these are not in accordance with the requirements of Contract Regulations.

· There is no record of how the school evaluated prospective suppliers before awarding contracts, making significant purchases, or entering in to ongoing service or supply arrangements (or the Head / governors cannot adequately explain this) – we are therefore unable to confirm that value for money was properly considered

· There is no record of the review of ongoing contracts, service or supply arrangements, etc (or the Head / governors cannot adequately explain/demonstrate the process) – we are therefore unable to confirm that contracts are subject to adequate monitoring and review (to include market re-testing at reasonable intervals)

· The school has no Contracts Register – as required by Contract Regulations

· The school’s approach to contracting displays poor understanding of Contract Regulations and ‘best practice’ in commissioning and procurement  - and it has not sought guidance

5. Processes

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

• Relevant

• Accurate

• Timely

• User friendly

· Governors do not receive / meet to discuss budget monitoring reports sufficiently often (at least once a term)

· Budget monitoring reports do not highlight / explain significant variances, including any in the ‘bottom line’, i.e. whether the forecast year end balance remains in line with that planned

· Outturn forecasts are simplistic (e.g. every figure matches the original budget) or otherwise unrealistic, or have not been adequately scrutinized by the Head / governors

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

· Light Touch – assumed to be met unless we have received reports to the contrary

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

· Light Touch – assumed to be met unless we have received reports to the contrary  (although not all schools properly account for extended school activities)

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

· Light touch  - schools are subject to the Authority’s financial regulations (through the Scheme for Financing Schools) and so need only record their recognition of this in the SoFD / local financial procedures manual

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

· The school doesn’t have documented and approved detailed financial procedures that are tailored to the school’s need

5.6 The school maintains proper accounting records throughout the year

· The school’s accounting records are incomplete and not up to date (rare)

5.7 The governors and staff have evidence that there is effective control over the Financial management system, Income received, Payroll, Purchasing, The banking system, Petty cash holdings and payments, Taxation system, Voluntary funds, The School’s assets.

· The school can rely on the internal audit for assurance regarding the controls in (most of) these systems, but has no arrangements to self-evaluate these systems in years in which no audit occurs

· Previously agreed audit recommendations have not been implemented effectively (where significant in nature and number)

· Any significant weaknesses found in the school’s financial systems
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