
Financial Management Assessment

Analysis of the responses to the Consultation document

Introduction

This report has been based on 98 responses to the consultation document. As some respondents may have offered a number of options for questions, total percentages listed under any one question may exceed 100%.  Similarly, some respondents may not have indicated a framework preference instead offering views, which appear in Annex B of this report. 

The organisational breakdown of respondents was as follows:
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The report starts with an overview, followed by Annex A which provides a quick view analysis of responses by respondent ‘type’.  Annex B lists additional suggestions and further comments made by respondents in answer to each question.  This annex is offered as an aide to our sponsors and is not intended as a formal part of the report for publication. 

Annex C lists all respondents to the consultation document.  Annex D lists respondents who would like to be included in further research or receive further consultation documents.





Overview

The majority of respondents welcomed external assessment and said it would give recognition of sound financial procedures in schools.  Many felt it would enhance the reputation of a school and local authority, and would raise the profile of financial management in schools.  Some thought the standard would increase the likelihood of self assessment being carried out by schools and would act as validation of the schools own assessment.  A few respondents said an external assessment of financial management practices was already incorporated within the school audit regime, and the introduction of an external assessment of the financial management standard would increase bureaucracy.

Most respondents thought a possible benefit would be to ensure transparency and improvement in a school’s understanding, compliance and operating standards.  Many felt it would act as a benchmark for schools to continuously improve and confirm the standard of procedures in their school.  Most said it would provide an independent and objective validation of the quality of financial management in schools.  The majority of respondents said the most important quality for the assessing body to possess was a good understanding of the financial processes, systems and issues in schools coupled with a broad knowledge of education funding.  Many thought the assessing body must be a recognised expert in the field of finance.  Some felt it was vital that the body was totally independent and credible and had knowledge of the LEA’s standards and procedures.
There was a difference of opinion between respondents on whether local authority internal audit officers should be responsible for the assessment.  Most respondents said that internal audit had the capability to provide the external assessment, but the service could not be provided within existing resources.  Some LEAs said it would be dependent on the take up from schools and the frequency of the assessment.  However, many respondents said the process would lack credibility if local authorities audit officers were responsible for the external assessment.  They felt that the levels of consistency would vary across different local authorities, and that LEAs were currently overstretched.   
A few respondents thought DfES should consider publicising the framework to schools, perhaps with incentives for completing in terms of school financial independence.   
Summary of Responses to Questions
Q1. Do you agree or disagree that it is important to have an external assessment of the schools Financial Management Standard?
There were 96 responses to this question.

37 (39%) strongly agreed, 39 (41%) agreed, 12 (12%) neither agreed nor disagreed, 6 (6%) disagreed, and 2 (2%) strongly disagreed.

20 (21%) said external assessment would give accreditation to the school’s financial self assessment procedures.  Robust external assessment would also provide credibility for schools by demonstrating that they were adhering to approved standards and were giving self assessment the priority it needed.
12 (12%) said there was already an external assessment of schools financial procedures which covered the majority of the standard through the internal audit of the council.  It was also suggested that a further check on practice was incorporated within OFSTED inspections.   
9 (9%) said the standard would be of little value whilst voluntary, and suggested it should be made mandatory for all schools.  If it was made mandatory the external assessment would fall satisfactorily within the internal audit remit, and would ensure consistency.  7 (7%) said external assessment would mean more bureaucracy because many schools had audits by LEA officers and finance departments.  If they were to carry out an external assessment it would be a duplication of work, cause confusion, and be an ineffective use of resources.  4 (4%) respondents thought that external assessment would have cost implications upon the whole of the education system, and this extra resource was better spent on improving the education of children at the chalk face.  3 (3%) disagreed with external assessment for cheque book schools, and felt that LEAs would use the assessment to remove cheque book status from their schools and hold the accounts themselves. 

Q2. What possible benefits do you see in the external assessment of the financial management standard?
There were 90 responses to this question.

58 (64%) felt that external assessment would provide open and consistent standards and procedures, and offer transparency in the management of school finances.  50 (56%) respondents said this would provide quality assurance and confirm the schools own assessment to the County Treasurer (Section 151 officer), Governors, and the LEA.  It would provide outside confirmation that a school was committed to good financial management, and appropriate controls and quality processes were in place. 

38 (42%) said the benefit of external assessment would be an independent objective view, provided to schools on the quality of their financial management.  23 (26%) respondents said the standard would provide a benchmark for schools to judge their performance against, allowing them to have a base on which to improve and make efficiencies.  21 (23%) suggested a possible benefit of the external financial management standard would be to ensure internal accountability and external monitoring.  17 (19%) thought this would create a consistent and measurable national standard which was quality controlled.  

11 (12%) felt that possible benefits of external assessment would be guidance for schools on best practice and areas for improvement, and the encouragement to disseminate this good practice to others.  5 (6%) thought external assessment would raise the profile of financial management, and would encourage schools to pay due attention to establishing sound procedures and policies.  4 (4%) said any benefits would need to be considered against the additional cost and resource investment that would be required to support the additional external assessment.  2 (2%) said there would be no benefits, as a thorough service was already maintained and formalised by an LEA internal audit programme.  
Q3. What kind of qualities are important for the assessing body to possess?
There were 92 responses to this question.

70 (76%) thought it was vital to have a thorough grounding of the school environment especially in the following:

· Broad knowledge of education funding and new initiatives.

· Ability to assess the managerial competency in schools.

· Detailed knowledge of local financial systems.  

· Knowledge of risk assessment.

· Understanding of the culture and ethos of schools.

· Empathy with schools

54 (59%) suggested the assessing body should be experts in both public and private sector accounting and have experience and specialised knowledge of sound financial practices.  34 (37%) said it was important that the assessing body was completely independent and impartial.  23 (25%) respondents felt the body should have public credibility, professional recognition, integrity and an honest reputation.  21 (23%) said the body should be familiar and understand Council and LEA standards and procedures, and have a good working relationship with them.

16 (17%) respondents said the body must be clear and concise when providing information to schools.  They must understand that school finances were sometimes maintained by people who had little knowledge of accounting, and very limited support systems.  14 (15%) said it was imperative that the assessing body should have good interpersonal skills. They should be excellent communicators, discrete, tactful, be supportive and above all retain confidentially.  12 (13%) thought that it was important they held professional audit and accountancy qualifications.  3 (3%) felt it would be ideal if advice and guidance, that volunteered realistic workable recommendations, was offered when required.
Q4. Do you agree that local authorities' internal audit officers should be responsible for the assessment?
There were 96 responses to this question.

57 (59%) agreed, 22 (23%) disagreed and 17 (18%) were not sure.

36 (38%) thought that internal audit was the most appropriate body to carry out the assessment, especially where schools already used control self assessment.  They had the experience, expertise and knowledge of school financial management and already had good relationships with schools.

20 (21%) said that the local authority’s internal audit should not have responsibility for the assessment.  Respondents raised the following concerns: Internal Audit:
· Had no time or skills.

· Had no managerial competence.

· Would be unlikely to give it concentrated attention.

· Did not complete audits regularly.

· Had huge variations in the applied standards and knowledge of LEA auditors.

· Had no commercial experience.

· Were unsure of how schools conduct their business.

· Had limited financial knowledge.
· Could be biased, ignoring their own faults.

16 (17%) said a potential problem with the standard being carried out by internal audit was that if a large number of schools requested assessment, it would overload the LEA in terms of work.  12 (13%) respondents felt that internal audit did not have sufficient resources to carry out the required assessment.  It was also suggested that LEA auditors would need training in school funding policies procedures and systems. 
10 (10%) said which ever body carried out the external assessment, it was important that the criteria was standard across all schools, and there where controls in place to ensure that the standard remained consistent.  9 (9%) thought that schools should be encouraged to accept responsibility for their own financial management.  They felt it was important that both staff and governors had a greater awareness of their own school’s budgetary process and how it compared to other schools.  9 (9%) respondents suggested the external assessment should be a joint responsibility between the LEA, and the Council Internal Audit.  The LEA had the managerial competence and more qualitative aspects, while Internal Audit had the skills and experience to assess the systems and procedures in schools.
Q5. The external assessment of the standard is voluntary and will only be available if LEAs can provide the service. Can this service be provided within existing resources?
There were 41 responses to this question.
10 (24%) said yes, and 31 (76%) said no.

19 (46%) respondents said they had insufficient funding to carry out the assessments, and the cost of external assessments should be supported by the Department for Education and Skills. 17 (41%) thought they would have to recruit additional staff, or buy in additional audit cover.  10 (24%) said they would charge schools for an external assessment service.  8 (20%) thought it was difficult to assess the likely level of demand for external assessments from schools.  It was felt that it was not clear whether this would be an annual requirement, or what level of detail was to be tested as part of the assessment.  All these issues could possibly impact on internal audit resources. 

Q6. Would you be prepared to cover the costs of having an external assessment. We estimate this cost to be approximately £150 per day
There were 15 responses to this question.
3 (20%) said yes, 4 (27%) said partially and 8 (53%) said no.

5 (33%) thought that school budgets could not sustain any non-pupil related expense.  4 (27%) said they already paid for an annual external assessment and considered it to be sound value for money.  They would be happy to cover the cost within that budget.  4 (27%) felt that the costs of having an external assessment fell within the LEA remit to ensure the financial integrity of its schools.

Q7. What possible problems or issues, if any, do you foresee occurring if an external assessment of financial standards was introduced.
There were 77 responses to this question.

24 (31%) schools thought the requirement of an external assessment would generate more paperwork.  They said this would be just another layer of bureaucracy and red tape, which would hinder education and increase the workload on head teachers and administration staff.  23 (30%) respondents had issues with the cost of the external assessment raising the following issues:

· If a large number of schools required the external service by the LEA auditors, additional resources would be required.

· Reluctance of schools to devote resources to the standard over and above what was currently required to meet statutory financial responsibilities.

· Cost of training suitable people to undertake the audits initially.

· Was there going to be a fixed price policy, one national rate could become an issue for some LEAs. 

20 (26%) felt a lack of co-operation could cause difficulties because some schools would be reluctant to have their financial operations and planning inspected.  There was also a risk of poor communication.  Effective and professional communication lines with schools should be established to enable the assessment results to be used in partnership with others to improve financial management.  20 (26%) said there would be problems in ensuring consistency of practice and approach between assessors.  They were also very concerned with monitoring the standard, and asked who would be responsible for the audit of the assessors.   

17 (22%) had concerns about time constraints and respondents mentioned the following:

· Would the assessments be annual, if not how often would the assessments take place?

· Would there be timing restrictions regarding the assessment process e.g. would they need to be completed within the first three months of the financial year or undertaken at any point?
· If the process was expected to take only one or two days the assessment could be only very cursory, and become just a paper gathering exercise.

· Time implication for the training and recruitment of staff.

· General administration of the process would be very time consuming, i.e. arranging meetings, preparation of materials, follow up meetings, cancelled appointments, completing reports and providing advice.  
· Interruptions to working routines and practices in school if process lasted longer than a day or two.  
· Schools finding the time to pull all the information together for an external assessment.  
13 (17%) said that currently schools met all the standards required for accountability from the education finance department of the LEA, and its governing body, and therefore another external assessment was not needed. 11 (14%) thought that if the external assessment was done by someone outside of the LEA, there was a possibility of different standards and conflicting advice being given because of the lack understanding of local arrangements.  10 (13%) suggested there was a general lack of understanding or awareness within schools regarding the standard.  Therefore the process should be publicised to schools, selling it favourably, so they could see that the benefits of having an external assessment outweighed the costs. 

9 (12%) felt there were no issues that could not easily be overcome.  5 (6%) thought problems would arise from disputes when a school did not agree with the assessment.  There would need to be a clear agreed policy for dealing with disputes.  5 (6%) had concerns about the failure of schools to meet the standard.  The following issues were raised:

· What would happen if a school passed the assessment and subsequently went into deficit, or had a poor audit?
· If a school failed to meet the standard would there be a risk of national/local identification? 

· What support was in place for schools that did not meet the standard?
· How long would accreditation last, as things could change rapidly in a school? 

Q8. Please use this space for any general comments that you may have on the consultation as a whole.
There were 40 responses to this question.

23 (58%) respondents thought DfES should be more explicit about the nature and frequency of the reports it wanted, especially to establish if additional resources would be required.  Respondents asked the following:

· Would assessment frequency be dictated by the audit cycle which varied between yearly to 5 yearly based on risk assessment of individual schools?
· Was it an annual requirement?

· Would the assessment be repeated every three years like Investors in People assessments?

· Would the external assessment involve the use of a risk index to assess higher risk schools, who required regular assessment, and lower risk schools who required less frequent assessment?  
10 (25%) said the standard was an excellent idea, but it would need financial backing to make it work.  They felt the cost of £150 per day was extremely low to employ staff with the necessary qualifications and expertise.  7 (18%) thought that national exemplars of good practice should be provided.  They said it was an excellent standard for all schools to aspire to, and schools should build on existing best practice.  6 (15%) said that it was important for the assessing body to be independent of the LEA, and experienced bursars or financial managers in schools would be extremely capable of undertaking the external assessment.  2 (5%) suggested that special schools and mainstream schools operated differently and if the external assessment was judged the same it could pose problems for special schools.  They felt the majority of assessments were geared towards mainstream establishments and this often caused difficulties for them.  2 (5%) said that good financial management was not recognised or considered fundamental to the management of a school by bodies such as Ofsted.

