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An Overview of FMSIS
 and Good Practice on discussion topics for Governors Minutes

The Financial Management Standard in Schools (FMSiS) is a DCSF legal requirement that must be met by all schools by March 2010.

The purpose of the Standard is to give all stakeholders the assurance that Schools are managed well financially. This will ensure the best use of educational resources to achieve the best possible outcome for children.

The Standard is valid for three years. The continued re-assessment of the Standard will establish that good financial management practices are being embedded.
 The essential areas for achieving the Financial Management Standard in School focus on the following five sections the first of which is Leadership and Governance:

 

· Leadership and Governance 
· People Management 
· Policy and Strategy 
· Partnerships and Resources 
· Processes 
The school should be able to demonstrate that within the Leadership and Governance section they meet the following sub sections.

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 Headteacher and Bursar (if in post) operate with financial integrity setting the 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 School has effective governance arrangements covering issues, which include conflicts of interest and whistle blowing.

1.6 School staff and governors have a shared understanding of, and commitment to, the aims, objectives and priorities of the school.

1.7 The governing body has considered what financial information should be provided to parents to augment the school profile and has put this plan in action.

Assessment
Schools must be externally assessed by either the Local Authority (LA) or a DCSF accredited national provider.  Schools need to decide who they use to assess their school, with the decision being agreed by the School's Governing Body.
A portfolio of evidence which will include governing body documents and minutes, to meet the standard must be produced and the online self assessment tool must be completed if choosing the LA as your external assessor.  The school must comment on the criteria within the tool as evidence of the processes being undertaken within the school. The online tool can be found on the FMSiS website: www.fmsis.info 

Prior to submitting the school's online comments to the LA, these must be formally agreed by the Headteacher and the Governing Body. 

To assist schools the Financial Compliance Unit (KCC) has prepared a guidance document on how to complete the online self assessment tool and has also prepared a Matrix of key documents required.  These can be accessed at http://www.kenttrustweb.org.uk/Finance-Assessment/cfe_fin_fmsis.cfm
The Assessment Criteria

As well as having the correct procedures, policies and documents in place, minutes can provide a useful evidence source against the assessment criteria including:

· Attendance at meetings

· Decisions approved at meetings

· Information provided to Governing Body

· Questions raised by the Governors

· The critical friend role of the Governing Body; in terms of relevance of questions asked and rigor of evaluating impact

· Strategic direction provided by the Governing Body.

The use of minutes as an evidence source for criteria in section 1.2 of the assessment tool has led to a number of questions regarding the level of detail required.  The criteria states: "There has been an adequate level of participation by Governors during meetings to ensure the 'critical friend' role is provided".  Minutes therefore need to evidence the balance of discussion, and the ‘critical friend’ role of the governing body together with the decisions reached and agreed actions.  Using words such as governors had concerns for, a governor queried the…. , the headteacher advised etc.

Outcome of Assessment
After assessment and moderation of a school's portfolio of evidence, online comments and substance over form interview, the Headteacher will be notified, usually by telephone, of one of the following results:

· Met the Standard

· Conditionally Met the Standard
The school is provided with an action plan detailing the areas, which need to be addressed.  The school has a period of 20 working days to address the issues and provide the Financial Compliance Unit with the evidence.  A re-assessment is then undertaken by the Financial Compliance Unit, upon receipt of the evidence.  

· Not Met the Standard
The school is provided with an action plan, detailing the areas which require attention in order to comply with the Standard.  The timescale for re-assessment can be up to 12 months, during this time the Financial Compliance Unit will provide a half-day visit to the school.  This visit provides a review of the action plan, the school's portfolio of evidence and its online comments. 

Once the school has Met the Standard
The Financial Compliance Unit will inform the school and the DCSF that the Standard has been met.  On meeting the Standard the school will receive a certificate from the DCSF and will be able to use the FMSiS logo.
The external assessment is valid for 3 years from the date of the certificate.  However, during that time schools are reminded that they will need to meet any new requirements included in the annual update of the Standard.
Support and Guidance: 

Information that is specific to Kent County Council can be found on kent trust web at http://www.kenttrustweb.org.uk/Finance-Assessment/cfe_fin_fmsis.cfm.

Support and Guidance is available from the Financial Compliance Unit, who can be contacted via: Tel:01227 284612  Fax:01227 284435 fmsis@kent.gov.uk 
Clover House, John Wilson Business Park, Thanet Way, Whitstable, CT5 3QZ
FMSiS and Governors Minutes - Suggested Discussion Items for the Governing Body

The following pages contain a list of the suggested items to be considered by the governing body and a guide to the key points which should be recorded in governor minutes to evidence the appropriate leadership and governance by the governing body.  In addition a finance yearly planner has been produced that suggests the term in which these items could be discussed.

Minute Taking
The assessment criteria requires evidence of clear minuting of the financial decisions by the governing body or the Finance Committee where responsibility has been delegated to them.  When considering the budget, as a minimum, the following within the minuted discussion should be documented:

· projected out-turn figures for the full year-end, when discussing financial monitoring.  

· basis for the planned level of unspent balances or recovery of deficits, with full year end figures minuted for each of the 3 years.  Such a plan needs to be in line with both School and Local Authority policy.
· basis of income and expenditure estimates
· pupil numbers

· discussions in respect of quotes, tenders, virements, as per the school’s finance policy

It is important that where delegation and monitoring of the budget has been delegated to a committee that governors at the Full Governing Body meeting as well as being provided with the finance committee minutes are also verbally made aware at a full governing body (and therefore minuted) the current budget monitoring balance figures  including year end forecast and discussion of any variances to the agreed 3 year budget.  
Business Interests
There needs to be an agenda item at all governor meetings to give governors the opportunity to declare an interest against any of the agenda items.  Each member of the governing body, the headteacher and any member of school staff involved in purchasing decisions are required to keep a register of business interest up to date with notification of changes.  The register of business interest should be renewed annually, usually at the beginning of the Autumn meeting, when TOR and committee review is discussed.

Attendance

A register of attendance of all meetings must be kept.  When listing those present at the meeting it would be good practice to list governors separate from those in attendance.  It would also be good practice to note in the minutes that the meeting was quorate.

New Governors

Finance responsibilities should be brought to the attention of all new governors, and particularly for governors joining a finance committee to be signposted to training.  Governors on the finance committee (or at lease 3 governors on the FGB) would be expected to have completed and signed a Financial Management Competencies Matrix, which is reviewed annually taking into account any training which may have been completed in the year.
Review of Committee Structure/Terms of Reference/Governor Decision Planner:

All Governing bodies must review their committee structure and delegation of responsibilities annually.  The agreed delegation is then documented in a Terms of Reference document.  This is a whole governing body function and decisions of agreed delegation should be minuted accordingly.  
The full governing body therefore agree and approve the ‘Terms of Reference’ for the Finance Committee’s and what responsibilities (if any) will be retained by the Full Governing Body for the coming year i.e. whether the full governing body will agree and approve the 3 year budget or whether this will be delegated to a finance committee.  The Terms of Reference needs to include reference to the School adhering to the Scheme for Financing Schools.  It is suggested best practice for Governing Bodies to complete/review their delegated responsibilities using the DCSF Governor Decision Planner.
N.B Where a governing body delegate the monitoring of finance to a monitoring pair (per new Models of Governance) the agreement of the approval of the budget must be included in the full governing body Terms of Reference.  
Minute:

· The review of the committee structure and delegation of responsibility by whom and what committee.

· The approval of the DCSF Governor Decision Planner, a copy of this should be filed with the minutes.

Review/Approval of the Finance policy 

The responsibility for the review and approval of the finance policy can be retained by the full governing body or delegated to a committee, pair or individual governor.  You must ensure however, that there is consistency between what is delegated in the Terms of Reference and what is documented in the Finance policy.  For example, delegated authority for approval of the 3 year budget, Statement of Internal Control and review of Benchmarking.  
If your governing body are using one of the new models of governance a specific finance policy for each of these has been formulated and can be found on kenttrustweb.
The review and approval of the finance policy must be conducted annually, ensuring that the policy is dated and signed by the headteacher and chair of committee, delegated monitoring pair or governing body as appropriate.


Minute:

· The approval must be minuted at the appropriate meeting (either committee meeting or full governing body meeting).  If a monitoring pair have delegated the review of he policy this will be reported to the full governing body and minuted accordingly

· Ensure the policy is signed and dated

Example (minuted in either Finance Committee or FGB depending on where delegated)

1. Finance Policy – Review and Approval

Governors raised the following questions

· Petty Cash – it was confirmed that the headteacher’s approval is required prior to and expenditure from petty cash and stated the in the policy

· Asset writing off – an asset is anything not transient (e.g. not paper and pencils) the school holds the asset register, updating this each year and bringing this to the committee to approve

The finance policy was agreed by governors

Approval of the Budget

It is best practice that approval of the agreed 3 Year Budget Plan  be made by FGB, however this function can be delegated to a strategy or finance/resources Committee, with the agreed delegation clearly and consistently minuted and detailed within the School’s Finance Policy and Terms of Reference.  

Budget approval must be clearly shown within governor meeting minutes and a copy of the approved budget attached to the minutes.  A signed copy of the 3 year budget plan should be submitted to the Schools Statutory Team by 31st May.
Minutes discussions on: 

· Why budget allocations have been set?

· Any variances from last year’s budget

· Links to the School Improvement plan

· Plans for any rollover

· If in a deficit position – what management action is to be taken to rectify this

· Governors approval/agreement of the budget presented

Review of the Staffing Structure: 

It would be usual that the discussion of the review of the staffing structure was intrinsic with the 3 year budget planning discussions.  
Minute at the appropriate meeting according to the TOR agreed by the GB

· Any changes to be made to the current staffing structure.

· The financial implications of these changes if any
Statement of Internal Control (SIC)
The SIC needs to refer to the previous 12 month period, ideally the financial year ending 31st March.  It is an Annual requirement to complete.  Governors should also complete a pre-certification checklist prior to signing.

The Full Governing Body should give their approval, with approval clearly minuted unless this has been delegated to a committee and then only providing the approved Finance Policy and approved Terms of Reference consistently document that approval of the SIC rests with that Committee.
Minute:

· The Statement of Internal Control has been signed by the headteacher the chair of governors and chair of Finance
· If any weaknesses have been identified when completing this certificate the actions required which will address these issues.
Example (FGB minutes)
1. Statement of Internal Control (SIC) – previously circulated, with completed Keeping your Balance, Standards Questionnaire
Governors noted that the Pre-Certification checklist for Governors was completed at the previous Full Governing Body meeting.  This was answered positively, with the exception of completing a thorough self-evaluation of the School’s internal control systems, which was undertaken.  The headteacher fed back on the outcome of the Standards Questionnaire undertaken on xx/xx/xx which found each area of the questionnaire to be ‘Fully in Place’ with the exception of the Voluntary Fund.  Following the departure of the former auditor, a new independent auditor is to be appointed.  This is highlighted as an action point under section 4 of the SIC, with progress to be tracked over the coming year, detailed within point 5 of the SIC.

The governors approved the Statement of Internal Control for the 12 month period ending 31/03/XX, which includes the appointment of an independent auditor for the voluntary fund, over the coming year

Best Value Statement

The governors of the school are committed to achieving Best Value in all decisions made.   It will be a requirement for all schools to submit a Best Value Statement to the Local Authority.  Further information regarding the completion and authorisation of the Best Value Statement will be issued to Schools in due course.
Budget Monitoring:

The Terms of Reference will determine the responsibility for budget monitoring.  A copy of the monitoring return reports should be presented to the appropriate committee/person and attached to the relevant minutes or report.

Minute discussions on: -

· Material variances to budget set

· Forecast outturn for the year surplus or deficit

· Explanation of why there is now larger/smaller surplus/deficit then originally budgeted

· If in deficit - measures in place to reduce the deficit?

· Explanation and approval (if required) of virements made to the original budget set

N.B. If the budget monitoring is delegated to a committee/person the governing body must be made aware of the forecast surplus or deficit and a record of the current position minuted.

Example
Finance Committee Report

Nine Month Monitoring – Governors noted that the forecast Revenue year end figure had increased to £35,621 surplus, due to an additional £3,000 received from the LA to cover energy expenditure.
Capital year end forecast was unchanged at £13,000 surplus.
Deadlines for Meetings
Governors meetings should be scheduled to ensure timely consideration of key financial information.  It is suggested that Finance/Resources Committee discussions occur in October and January to discuss the key six month and nine month monitoring periods, respectively.  Budget discussions and approval of the 3 year budget plan during May to achieve the statutory 31st May deadline.

Benchmarking Data:  

Benchmarking needs to be presented to governors, outputs discussed and compared to actual / forecast school figures.  The discussion and conclusions and any action plan arising from the discussion should be clearly minuted.  Either the DCSF or KCC benchmarking data to be used and attached to the appropriate minutes.

Minute discussions on: -

· Information that has been presented to the Governors 

· Variances to similar sized schools

· The reasons for the any variances

· What action if any is required as a result of the information received

· If benchmarking is not appropriate note the reasons why

Best Value of Contracts, Quotes and Purchasing:

Tenders and quotes needing governors approval should be discussed and the reasons why the decision has been reached are minuted by the relevant committee/FGB.

Quotes should be obtained for all item purchases with a value greater than £1k.  Quotes must be obtained for items purchases between £8k and £50k.  Where tenders are required, practicable tender limits need to be used.  It’s recommended that the minimum thresh hold for tenders is kept to £50k and not lower.  The School must ensure that the minimum number of either quotes or tenders, depending upon the purchase value, are obtained to ensure the School can satisfy its finance policy requirements and ensure best value is achieved.

Leases
Finance Leases are not permitted as this equates to debt and the School is not permitted to borrow.   A true operational lease is permitted, however to ensure the proposed lease documentation is satisfactory; this must be vetted by Kent Commercial Services.  Full details on this area are contained within the Budget Book, Chapter 8, Section 17 – Financing Major Purchases (Loans & Leases).
Review of SLA Contracts:

An annual review of all SLA contracts purchased for example personnel and finance.  Finance minutes should include any discussions and decision made. 

Compliance Report:

The compliance report should be presented to the governors and any recommended actions discussed and an action plan agreed to address these and the progress reviewed.  Discussions should be clearly minuted.  A copy of the report filed with the minutes.

Voluntary Fund Audit Certificate:

The Governing Body is responsible for ensuring that the correct procedures are adhered to and that the School Voluntary Fund has been audited on an annual basis. ( This can be delegated to a committee or monitoring pair)
Minute:

· The audited annual statement has been completed and presented.

Overview of process to meet FMSiS Standard
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FMSiS Training


Headteacher, Bursar & Governor attends FMSiS Training








KCC External Assessment Form 


to CFU, Clover House, Whitstable.











Portfolio of Evidence


Folder of documents as per Matrix of Documents (Primary or Secondary).





� HYPERLINK "http://www.clusterweb.org.uk/Finance-" ��http://www.clusterweb.org.uk/Finance-�





http://www.fmsis.info/








School visited for half a day to assist preparation for re-assessment





SUPPORT AVAILABLE FROM:


FCU workshops


Pre-assessment package


� HYPERLINK "mailto:fmsis@kent.gov.uk" ��fmsis@kent.gov.uk�


01227 284612





On Line Assessment


Completion of the on-line assessment 





http://www.fmsis.info/default_schools_home.asp








Financial Compliance staff visit school for approximately 90mins to put a series of questions to the Headteacher, Bursar, Governor and a Budget Holder. 





Assessment outcome moderated by Senior Team Member





Not Met





Conditional pass with 20 day action plan





Met!





Detailed Not Met report provided





Standard Met and valid for three years…








School provides evidence as per the action plan
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