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	SUMMARY OF GOOD PRACTICE
	LINKS

	Why is Governance and Accountability Important? 

In the context of financial management, good leadership is about ensuring and demonstrating that resources are used efficiently and effectively. A school that is well managed financially will not only use its resources properly, but will also “be seen” by others to do so.

If a school is to “be seen” by others as well run, it must be willing and able to show how it has used its resources and be able to respond honestly to questions about its financial probity. In other words, the school’s financial management should be open, transparent and have integrity.

Openness, transparency and integrity are widely accepted to be key underpinning principles of good corporate governance. 

These are the principles of corporate governance which all organisations have to follow, but especially those responsible for public funds. As a result, the recommended good practice set out below reflects the requirements for Local Authorities and Central Government, but in a simplified way.

Key Benefits of Demonstrating Good Financial Management 

There are many benefits of demonstrating that a school is well managed financially. For example:

· External inspectors e.g. Ofsted, the Local Authority (LA) internal audit service etc. may recognise the school as lower risk and give it a lighter touch

· External partners will be more willing to work with the school, donate funds etc. as they will be more confident that funds will be used effectively

· A well run school suffers less financial loss and waste, therefore it has more to spend on pupils

· A school with a good reputation may find staff and pupil recruitment easier 

· The community being served can have confidence that public funds are being managed effectively.

Recommended Good Practice

To demonstrate good financial management and proper governance of resources, a school that is financially well managed would carry out the following processes at the financial year end:

· Submit the year end Consistent Financial Reporting (CFR) Return for approval by Governors – this will include details of income and expenditure, capital transactions and unspent balances. The Return will be in accordance with Consistent Financial Reporting (CFR) requirements and the Framework Table for that year, and can be produced by the school itself or by the Local Authority on their behalf. Where it is produced by the Local Authority, the school will need to ensure that it is received promptly for approval and, in all cases, that it reflects the information that has previously been given to Governors on financial performance.

· Submit a Financial Summary to Governors for their information – The CFR Return referred to above includes quite a lot of information for the year but the specification for the Return does not require any comparative information for previous years. As a result, to assist Governors, the Return must be supported by a Financial Summary which condenses that information into a single page and includes previous year comparatives. The Financial Summary can be produced easily from the CFR Return using the Spreadsheet in the Toolkit or an equivalent could be produced automatically by the financial management system.

· Consider and sign a Statement of Internal Control (SIC) – this refers to the financial control arrangements in place and gives a view as to how effectively they are operating. It should be considered by the Governing Body as a whole as part of their consideration of the financial performance of the school for the year (as set out in the CFR Return and Financial Summary referred to above) and should be signed by nominated Governors and the Head Teacher to signify that it has been discussed and agreed. The SIC is designed to give reasonable rather than absolute assurance that all the funds managed by a school have been properly controlled and accounted for. The act of signing it emphasises the responsibility the Governing Body and the Head Teacher have for financial management and demonstrates that they have taken this responsibility seriously. 

· Make these documents available to parents – In the spirit of openness and transparency, these documents should be made available by the school to any parents who may request them.

All the financial information included in the CFR Return should be drawn directly from the school’s financial records or records kept for it by the LA. 

Since reports to the LA and to DCSF, and the information requirements of Ofsted inspectors, all have to be in CFR format, it is highly advisable (to avoid duplication and to ensure the financial summaries can be produced efficiently) that base financial records should be in accordance with the CFR Framework specified by DCSF, or on records that can easily be “mapped” electronically into the CFR format by a spreadsheet.

To demonstrate further that it is operating with openness and transparency it is also necessary for the Governing Body to maintain a register of business interests and provide an opportunity at the beginning of meetings for members and senior staff to declare an interest before matters are considered. The register of business interests should cover Governors, senior staff and their immediate families. It should record significant business interests in areas that are relevant to the work of the school. Once completed, the register will need to be formally updated on a regular basis.

	For more information on the Ofsted inspection process see their publication “Framework for inspecting schools” Click Here (R69). The documents listed are used by inspectors when conducting inspections, and were all updated in September 2009.

For more help on the content, format and presentation of a CFR Return Click Here (R16). This takes you to the DCSF website where you can find detailed CFR guidance. 
For more help on how to decide whether to sign the SIC with or without qualification Click Here (R15). This guidance includes:

· an explanation of the format and status of the SIC supported by a specimen SIC

· a reminder that the SIC cannot give 100% assurance

· a pre certification checklist to guide the Governing Body when deciding whether to sign the SIC with or without a qualification.
For more help on registers of business interests Click Here (R32) which will take you to Financial Guidance for Governors and includes an example register of business interests. Or for more help, Click Here (R81). This will take you to an Ofsted report on the general code of conduct and registers of interest for its own senior staff.
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