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Financial Management Standard in Schools (FMSiS) -  

Purpose and Key Benefits

The Purpose of FMSiS

Achievement of the Standard shows that a school is financially well managed.  FMSiS aims to give formal recognition for the level of financial and budget management that is already present in schools.  FMSiS is a mandatory requirement to provide assurance to the Department, HM Treasury, National Audit Office and Local Authorities that schools have adequate arrangements in place to manage their resources effectively.  All schools are legally required to meet the Standard by March 2010.

In assessing a school for FMSiS, internal and external assessors should seek to minimise the burden of evidence collection as far as possible, e.g. try to avoid duplication.  In April 2009 we will issue further guidance to support the Hedra report  recommendation that “In conjunction with issuing guidance on best practice, DCSF should also issue guidance on re-assessment: in particular, how a more risk-based, face-to-face approach could be incorporated, changing the current approach to the assessment, which is largely based upon a detailed review of documents”.  In 2009, building on the basic Standard, the Department will be consulting users on the introduction of an additional, non-mandatory, measure on which schools can demonstrate further effective management of resources.

Key Benefits for Schools

1. The Standard encourages schools to learn from and apply best practice, to help them to make better use of their resources to improve value for money and allow a greater focus on children’s outcomes and learning.  A significant outcome is that a school that is well-managed financially is likely to be well-managed in other respects, and therefore a better all-round school.    

2. FMSiS also provides a clear and consistent benchmark which schools can use to encourage self improvement.  It helps school leaders and Governing Bodies to better understand their roles and responsibilities in relation to effective financial management, and how decisions on expenditure are linked to educational priorities. By making best use of resources children's outcomes can be maximised. 

3. The Standard has been designed to help key groups and individuals, such as Senior Management Teams, Head Teachers and Governors, to reflect and ask questions about processes in a systematic way, widening out overall knowledge of school financial management.

4. The financial management guidance available shows how longer-term strategic development planning can link to the annual financial planning cycle, to help a school to achieve its educational priorities.  
5. The Standard allows authorities to be more objective in making a judgement on schools’ financial management arrangements, and therefore what action they can expect schools to take where there are areas to address. 
6. The raised profile of the importance of effective financial management provides School Business Managers and office staff with recognition as professionals in their field. The profile of Committee Clerks is also raised, helping to professionalise their roles, and improve the quality of minutes and clarity of decisions.
7. The wider scope of the Standard can result in areas of potential weakness being highlighted that have not traditionally been examined by an internal audit or through Ofsted inspections e.g. governance issues.  

8. The Standard provides external, evidence-based confirmation that procedures and processes are appropriate. The preparation for the assessment focuses schools’ minds on what they are doing and why they are doing it, in relation to financial procedures. The process also provides the opportunity to develop new/updated documentation which was weak/missing before, and can help to define the material for Governor induction packs, building on standard documentation and reducing the time taken to create such documents.  

9. The Standard can help to define a clearer role for Governors and greater focus on strategic management and challenge, with Governors being more confident in asking questions and acting as a critical friend.
10. Achievement of FMSiS will be a pre-requisite for those schools that wish to progress, at a later stage, to an advanced voluntary Standard that will demonstrate a wider effective use of resources. DCSF will be consulting users and stakeholders on the new measure with a view to launching it from April 2010 onwards.
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Summary
	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 fulfill their financial management roles, responsibilities and accountabilities properly.


	1.3 The Head teacher and School Business Manager (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 Statement of Internal Control (SIC) 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 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. Partnerships 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
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