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Academies Financial Management and Governance Evaluation

Summary Return

February 2011

Academies are required to send in completed Financial Management and Governance Evaluation (FMGE) returns to the YPLA by 11 March 2011. Please send completed returns to academiesfinancialmonitoring@ypla.gov.uk 
Please read the YPLA director of finance’s covering letter to academies of 11 February 2011, covering the financial management and governance self-assessment process, before completing the FMGE return.
This is the summary version of the FMGE return. The above letter sets out how academies can choose which version of the return to complete. It is for you as accounting officer to decide whether to complete the summary or full version.
This return is in three parts:
· Summary of grades

· Part A: requirements

· Part B: best practice.

The summary of grades section asks the academy to propose grades for:

· Each of five areas that contribute to the overall evaluation. Two grades should be proposed for each area. The first is for the academy’s compliance with requirements for that area (part A). The second is for the academy’s best practice against that area (part B).
· A grade for the academy’s overall financial management and governance. Your overall grade should be based on the grades for the five areas.
Your proposed grades for each area and overall are interdependent. For example, an academy that fully complies with requirements and adopts best practice in an area may well propose a good or outstanding grade for that area. By contrast, an academy that adopts best practice in an area but does not comply with requirements is very unlikely to be able to justify a good grade for that area.

We are asking for you to propose grades, and we will validate your proposals, to allow us to decide whether we need to formally intervene to secure satisfactory financial management and governance in the academy. Our intervention will be either where you self assess your financial management and governance as inadequate or our validation of your self assessment is that inadequate is the correct grade.

We intervene as the YPLA is required by the Department for Education to monitor financial management and governance in academies, and act to secure improvement where necessary. Both the YPLA and the Department for Education are mindful of the expectations of the parliamentary Committee of Public Accounts, on the advice of the National Audit Office, of the need for academies to have sound financial management and governance.

Our definition of each grade is given on the page following the summary of grades section. Should we disagree with your self assessed overall grade, we will write to you to set out the reasons for this, and any actions we need you to take in response.
Part A sets out what is required of academies in demonstrating procedures and practices in sound financial management and governance. Please answer all the questions in part A by providing a ‘yes’, ‘no’ or ‘not applicable’ answer in the appropriate column:
· Where you answer ‘yes’ to a question, please write down on the return a brief explanation of what the academy has in place to justify the answer 
· Where you answer ‘no’ to a question, we recommend that the academy treats each such answer as a weakness or an area for improvement. We further recommend that you complete, for your internal use, an improvement plan showing how you intend to address such weaknesses
· Where you answer that a question is not applicable, please write down on the return a brief explanation as to why this is the case.
Part B of the summary return sets out recommended and best practice in academies’ financial management and governance. Please provide a response to all the questions in Part B:
· The questions are deliberately broadly phrased and do not ask for a ‘yes’ or ‘no’ answer. We do want you to write down on the return your explanation, at sufficient length, as to what your academy does in each area of best practice
· Where you identify any weakness or an area for improvement when responding to the questions in Part B, we recommend that the academy includes such weaknesses or areas for improvement in your improvement plan, showing how you intend to address such weaknesses.
As our resources allow, we will validate your completed return, initially by reading your responses against your proposed grades. We then intend to visit a number of academies from March 2011 onwards to validate responses by examining key documents and interviewing senior managers and governors at the academy.

We do not need you to send in any detailed written evidence beyond that which you write on the return itself. Should we visit the academy we will want to review your evidence as part of our validation. We also do not want you to send in your improvement plan, although we may ask for a copy as part of our initial validation or as part of any validation visit to the academy. While we do not normally need to see your improvement plan, we would expect the plan to set implementation dates and identify people responsible for making improvements.
Your improvement plan should be shared with your governing body so that they can oversee its implementation.

If you need any support and guidance in completing its FMGE return, then the person(s) responsible for completing it should contact academiesfinancialmonitoring@ypla.gov.uk
Summary of Grades
	Name of Academy:
	

	UPIN:
	

	UKPRN:
	


We have self-assessed our financial management and governance arrangements for the period from ………….. to ………….., using the Financial Management and Governance Evaluation return and our self-assessed grades are summarised in the following table:
	Area
	Grade derived from part A requirements
	Grade derived from part B best practice

	1) Financial oversight

	
	

	2) Financial planning

	
	

	3) Internal control
	
	

	4) Financial monitoring

	
	

	5) Proper and regular use of public funds

	
	

	Overall assessment of financial management and governance


	


We have collated sufficient and relevant evidence to support this grade, which we will make available to the YPLA if requested.

	Signed:
	
	(Accounting Officer)

	Name:
	
	

	Date:
	
	


(Provide details of the person(s) we should contact if we have any queries on the FMGE return; name, telephone number, and email address)
Definitions of Grades
	Outstanding
	The academy fully complies with all requirements of the academies’ financial handbook. There are many outstanding areas of strength in and no, or only a few, areas of weakness in the academy’s practice of financial management and governance.



	Good
	The academy fully complies with all requirements of the academies’ financial handbook. There are many good areas of strength and no, or only a few, areas of weakness in the academy’s practice of financial management and governance.



	Satisfactory
	The academy substantially complies with the requirements of the academies’ financial handbook. There are some areas of strength and some areas of weakness in the academy’s practice of financial management and governance.



	Inadequate
	The academy does not substantially comply with the requirements of the academies’ financial handbook. There are no, or only a few, areas of strength and many areas of weakness in the academy’s practice of financial management and governance.


Academies Financial Management and Governance Evaluation (FMGE) - Summary Return

Part A: Requirements of Academies per Financial Handbook, Funding Agreement and Other Relevant Documents
1. Financial oversight - the academy’s governors and managers have the skills, knowledge and experience and bring these to bear.
	Question
	Yes / No / N/A
	Justification/Evidence 

	1) Has the governing body appointed a head teacher to the academy who also acts as an ex-officio governor? 
(AFH 1.11)
	
	

	2) In managing the academy’s finances has the governing body:

· Made sure that bank accounts, financial systems and financial records are operated by more them one person?

· Made sure that all the academy’s property is under the control of the trustees?

· Kept full and accurate accounting records?

· Prepared accruals accounts giving a true and fair view of the academy’s incoming resources and application of resources during the year and its state of affairs at the year end? 
(AFH 1.14)
	
	

	3) Do the governing body, and appropriate committees, meet at least once a term? 
(AFH 1.26)
	
	

	4) Is business conducted solely at governing body meetings that are quorate?
 (AFH 1.26)
	
	

	5) Has the governing body appointed a clerk to the governing body, who is someone other than a governor or the head teacher of the academy? 
(AFH 1.27)
	
	

	6) Does the academy have a sub committee focused on finance, which is able to advise and support the governing body? 
(AFH 1.31)
	
	

	7) Are there agreed terms of reference for the finance committee and any other committee of the governing body? 
· Is there a written scheme of delegation approved by the governing body?

(AFH 2.19)
	
	

	8) Is the academy’s head teacher identified as accounting officer, who is appointed to be personally responsible to the governing body for:

· Ensuring regularity and propriety

· Ensuring prudent and economical administration

· Avoidance of waste and extravagance

· Efficient and effective use of available resources

· The day to day organisation, staffing, and management of the academy?

(AFH 2.5)
	
	

	9) Has the academy appointed as director of finance or equivalent, a person with sufficient knowledge and experience to guide the governing body on financial and administrative systems, audit, and charity accounting matters? 
The AFH recommends that this person should be a qualified CCAB accountant or equivalent with some experience in a senior position or a member of the AAT with significant relevant experience.
 (AFH 2.11)
	
	

	10) Has the governing body appointed either one of its members (other than the chair of the governing body or a member of the finance committee) or an appropriately qualified and experienced individual not on the academy’s staff as responsible officer? 
(AFH 2.15)
	
	

	11) Has the responsible officer been appointed to provide the governing body and finance committee with on-going independent assurance that:

· The financial responsibilities of the governing body are being properly discharged

· Resources are being managed in an efficient, economical and effective manner

· Sound systems of internal control are being maintained

· Financial considerations are fully taken into account in reaching decisions?

(AFH 2.13)
	
	

	12) Has the governing body or finance committee agreed a programme of checks to be performed by the responsible officer?
 (AFH 2.14)
	
	

	13) Has the responsible officer provided the governing body, or finance committee, with a written report after each checking session?
 (AFH 2.14)
	
	

	14) Is the responsible officer able to show that the responsibilities being taken are sufficiently understood and the importance of the role is recognised?
 (AFH 2.15)
	
	


2. Financial planning - financial planning secures the academy’s short and long term financial health

	Question
	Yes / No / N/A
	Justification/Evidence 

	15) Has the governing body approved a balanced budget for the year to 31 August 2011 that has been submitted to the YPLA, where appropriate, by 30 June 2010?
(AFH 1.7 bullets 3, 5)
	
	

	16) Is the academy proposing to budget for its expenditure in excess of expected income in any academic year?

If yes, please explain the reasons for this.
 (AFH 4.5)
	
	

	17) Has the governing body, or finance committee, agreed procedures so that all significant in year amendments to budgets are properly notified to them for approval? 

(AFH 4.9 & 4.10)
	
	

	18) Has the academy sought the Secretary of State for Education’s approval (through the YPLA if after 1 April 2010) for any borrowing? 
(AFH 1.7 bullet 20)
	
	


3. Internal control - the academy has in place sound internal control and risk management over its operations

	Question
	Yes / No / N/A
	Justification/Evidence 

	19) Is there a contingency and business continuity plan in place to deal with crises the academy may face? 
(AFH 1.37)
	
	

	20) Has the governing body ensured that the academy has adequate insurance cover to support its activities and to comply with statutory requirements?
 (AFH 1.7 bullet 14; 2.27)
	
	

	21) Has the academy notified the Secretary of State for Education (through the YPLA if after 1 April 2010) for any suspected theft or fraud exceeding a sum specified in the academy’s annual funding letter? 
(AFH 1.7 bullet 27)
	
	

	22) Has the governing body approved the academy’s accounting policies? 
(AFH 1.7 bullet 7)
	
	

	23) Has the academy maintained proper and continuing accounting records throughout the year? 
(AFH 2.41)
	
	

	24) Has the academy appointed a registered auditor to audit the academies’ annual financial statements? 
(AFH 1.7 bullet 11)
	
	

	25) Has the academy prepared annual financial statements to 31 August 2010 and the financial statements have been audited by the appointed auditor? 
(AFH 1.7 bullet 6)
	
	

	26) Has the academy’s annual audited financial statements for 2009/10 been submitted to the YPLA by 31 December 2010? 
(AFH 1.7 bullet 8)
	
	

	27) Has the academy’s annual audited financial statements for 2009/10 been published as required by the Companies Acts and filed with Companies House and the Charities Commission? 
(AFH 1.7 bullet 9)
	
	

	28) Do the academy’s systems of internal control show any reported fundamental weaknesses, as identified by the Responsible Officer and / or external audit?
	
	

	29) Has an internal financial regulations / procedures manual been drawn up? 

If yes, has the manual been approved by the governing body and made available to all staff? 

(AFH 2.35)
	
	


4. Financial monitoring - governors and managers are kept well informed of the academy’s current and forecast financial position.

	Question
	Yes / No / N/A
	Justification/Evidence 

	30) Are financial reports received at least termly by the governing body and finance committee? 

(AFH 4.19)
	
	

	31) Are there appropriate procedures in place to monitor cash requirements and ensure that the academy will not become overdrawn? 
(Funding Agreement, para 86)
	
	

	32) Has the academy sought the Secretary of State for Education’s approval (through the YPLA) for any:

· Guarantees, indemnities or letters of comfort entered into

· Write off of debts or liabilities owed to the academy over a specified value as set out in the annual funding letter issued by the secretary of state

· Any ex gratia payments

· Any freehold sales or purchases

· Grant or take up of any leasehold or tenancy agreement for more than three years

(AFH 1.7 bullets 22 to 26)
	
	


5. Proper and regular use of public funds - the academy can demonstrate that funds granted by Parliament have been used as intended.

	Question
	Yes / No / N/A
	Justification/Evidence 

	33) Have governors spent the academy’s income solely for the purposes set out in the academy’s governing documents and with absolute fairness between persons qualified to benefit from the charity?
 (AFH 1.15)
	
	

	34) Have governors and employees made no use of public monies or official benefit for personal benefit? 
(AFH 1.16)
	
	

	35) Have all governors completed a declaration of their business interests? 
(AFH 1.19)
	
	

	36) Where a governor or employee or related person has any interest, either pecuniary or non-pecuniary, in a matter to be discussed at a governors’ meeting has the governor or member of staff declared their interest and withdrawn from that part of the meeting? 
(AFH 1.20)
	
	

	37) Has no governor received any remuneration for their work as trustees, other than payment of all reasonable out of pocket travel, accommodation and other expenses legitimately incurred by them in connection with their attendance at meetings acting in the capacity of governor of the academy?

 (AFH 1.23)
	
	

	38) Do governors hold no interest in property belonging to the academy? 

(AFH 1.24)
	
	

	39) Do governors receive no remuneration in respect a any contract to which the governor is a party?

(AFH 1.24, excepting payments under 1.25)
	
	

	40) Does the governing body demonstrate the proper and effective use of public funds through the achievement of:

· Probity, that all parties are dealt with fairly and equitably and that there is no private gain, favouritism or conniption involved in any of the dealings of the governing body

· Accountability, that the governing body is publicly accountable for its expenditure and for the conduct of its affairs

· Value for money, achieved by economy, efficiency and effectiveness in purchasing?

(AFH 2.58)
	
	

	41) Has the governing body established a competitive tendering policy for larger purchases and can evidence compliance with its policy? 

(AFH 2.61)
	
	

	42) Where for some cases and for certain services there is a sole provider, has the academy: 

· Demonstrated and evidenced that this is the case

· Applied and evidenced alternative tests to ensure that value for money is obtained?

(AFH 2.63)
	
	

	43) Where the governing body is looking to procure goods or services from a supplier in whom one of the governors or a member of staff or a related person has a business interest, has the governing body ensured that the procurement process is competitive, fair and open to protect public funds? 

(AFH 2.65)
	
	

	44) Where such a purchase is being considered has the governor or member of staff declared their interest and withdrawn from any part of the selection process?

 (AFH 2.65)
	
	

	45) Where a governor or related person has a pecuniary interest in a business and that interest exceeds limits that may be specified in the academy’s memorandum or articles of association, has the academy not entered into any contract or arrangement with that business? 

(AFH 1.21, 2.65)
	
	

	46) Where the academy sponsors provide paid services to the academy, are these services subject to competitive tendering procedures?
	
	

	47) Has the academy obtained the secretary of state for education’s consent (through the YPLA if after 1 April 2010) for the disposal of any asset for which grant of over £20,000 was made, or where land and buildings had been transferred from the local authority at no cost to the academy? 

(AFH 2.84 bullet 9)
	
	

	48) Has the academy informed the YPLA (or the department if before 1 April 2010) if it disposes of items that collectively originally attracted grant of more than £20,000? 

(AFH 2.87)
	
	

	49) Where the academy has not reinvested the proceeds from any asset sale for which capital grant was received, has the academy repaid the YPLA (or the department if before 1 April 2010) the same proportion of the proceeds of the sale or disposal as equates with the proportion of the original cost met by the secretary of state? 

(AFH 2.88)
	
	


Part B: Key Elements of Financial Management and Governance
Area 1.Financial oversight - the academy’s governors and managers have the skills, knowledge and experience and bring these to bear.

Section 1: Governors’ oversight
	Question
	Evidence 

	1) Describe the financial experience, qualifications and skills available to the governing body and its committees that allow governors to collectively discharge their responsibilities for overseeing financial management and control activities effectively.


	

	2) Describe how governors review their own effectiveness in overseeing the academy’s financial performance and the soundness of its internal control.


	


Section 2: Managers’ oversight
	Question
	Evidence 

	1) Describe the financial qualifications or experience held, and the training undertaken, by those staff with financial management responsibilities, such as the head teacher, director of finance, senior managers and operational budget holders.


	

	2) How does the senior management team exercise effective oversight of the academy’s operations and finances, suitably informed by relevant and timely financial management information and evidence of the operation of internal control?


	


	1: Financial oversight 

 
	Proposed grade:




2. Financial planning - financial planning secures the academy’s short and long term financial health
Section 1: Long-term financial planning

	Question
	Evidence 

	1) Describe how the academy goes about formulating and approving its longer term financial plans beyond the current and next academic years.

	

	2) Describe the extent to which the longer term financial plan takes account of future uncertainties, reflected in the academy’s risk register, and their potential financial impact, including the use of sensitivity analysis.


	

	3) How did the academy’s last full year outturn compare with the original budget? If significantly different, how did governors and managers review this?

	


Section 2: Short-term financial planning

	Question
	Evidence 

	1) Describe how academy management sets the annual budget for governing body approval then monitors progress against it during the year, taking corrective action where needed.


	

	2) Describe the key financial performance indicators included in the annual budget, and how progress is monitored against them.


	

	3) Describe any recent examples of deteriorating performance against these indicators and how the governors and managers addressed these. Were the actions effective in improving performance?


	


	2: financial planning 
	Proposed grade:



3. Internal control - the academy has in place sound internal control and risk management over its operations
Section 1: Risk management

	Question
	Evidence 

	1) Describe how academy management and governors identify, assess and mitigate risk both for the academy as a whole and its operations.

	

	2) Describe the current set of top risks the academy faces and the actions it has in place to mitigate these. Are these actions proving effective?

	


Section 2: Internal control system
	Question
	Evidence 

	1) How do governors ensure that the academy has effective systems of internal control?


	

	2) Describe the action taken to address any significant or fundamental control weaknesses that have been identified by the responsible officer and the external auditors. Was the action effective?

	


	3. Internal control
 
	Proposed grade:



4. Financial monitoring - governors and managers are kept well informed of the academy’s current and forecast financial position.
	Question
	Evidence 

	1) Describe how governors, head teacher, and senior managers are kept well informed of the academy’s current and forecast future financial position and the arrangements governors and managers have in place for formally reviewing financial progress reports.

	

	2) Where the academy’s financial position has in the recent past significantly and advisory varied from forecast, describe the variances and their causes and what actions governors and managers took to address the variances. Were the actions effective?

	


	4. Financial monitoring


	Proposed grade:



5. Proper and regular use of public funds -the academy can demonstrate that funds granted by Parliament have been used as intended.

	Question
	Evidence 

	1) Where the academy is part of a wider organisational trust structure involving sponsors, businesses associated with the trust and other related parties, describe how governors ensure that the academy’s entire income (including from asset sales) is applied solely to academy’s public purposes, including full reinvestment of any surpluses generated by other parts of the wider structure.

	

	2) Describe the academy’s procedures for avoiding, and being seen to avoid, personal gain, waste or extravagance in use of the academy’s resources by governors, employees or related parties.

	

	3) Describe an instance where the academy decided to purchase goods and services from some entity within a wider trust structure or related in some other way, or where open and competitive tendering was not used for a significant purchase or series of purchases. How was the academy able to demonstrate that it secured value for money and openness or transparency?

	


	5. Proper and regular use of public funds

	Proposed grade:
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