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1. Introduction

[bookmark: OLE_LINK37][bookmark: OLE_LINK38]1.1	This document constitutes the agreed Financial Systems and Controls Assessment of Voluntary and Community Organisations (FSCA) policy for Northern Ireland departments, executive agencies, Non Departmental Public Bodies and other Arms Length Bodies. 
 
0. The FSCA is an agreed methodology for assessing the financial systems and controls in operation within a funded Voluntary and Community Organisation (VCO) underpinning a risk based approach to financial verification in respect of government revenue grants[footnoteRef:1] to the Voluntary and Community Sector (VCS).   [1:  Revenue expenditure is inclusive of all the costs a business incurs in its normal day to day running activities. Capital expenditure includes costs incurred on the acquisition of a fixed asset and any subsequent expenditure that increases the earning capacity of an existing fixed asset.] 


0. When a funder carries out an Economic Appraisal on a project and decides to issue a Letter of Offer it makes a determination that the VCO is fit to administer public funds, in effect deeming its financial controls to be “adequate”. Under FSCA a VCO’s financial systems and controls are formally examined, following the receipt of one payment claim that has been satisfactorily verified and a satisfactory project monitoring report or visit and rated as either “adequate” or “robust”.  There is no “lead” in respect of FSCA and any funder must be prepared to carry out an assessment. The amount of funding is not relevant to the process (except that it must be a grant over £30,000) as it is about rating financial controls which may apply to a grant of £1,000,000 or £50,000. For VCOs considered “robust”, funders may put in place easements in relation to the grant administration which they consider appropriate to their own risk appetite in relation to their particular programmes and the value of the respective projects (see section 5 below). 

0. Once an FSCA has been conducted by one government funder it will place the rating on the Government Funding Database (GFD) together with the date that the rating was awarded. Subsequent funders should apply this rating to the VCO unless they have a material concern which might necessitate a review. To ensure a consistent approach across government it is important that all funders apply the same rating. 

0. Ratings are extant for 3 years from their award after which a formal review must be conducted (see section 6 below).

0. Guidance and support in the operation of this policy is provided by the Urban and Community Policy Directorate (UCPD) within the Department for Social Development (DSD).

1. Applicability

0. Capital grants, procurement and EU funding are outside the scope of the FSCA.

0. This policy applies where an organisation is in receipt of a government revenue grant over £30,000. The procedures for VCOs in receipt of a revenue grant below this threshold are set out in the Code of Practice for Minimising Bureaucracy in Grant Funding to the Voluntary and Community Sector. 

0. It is recognised that some larger VCOs which are of strategic importance to a funder and have demonstrated good financial management over a number of years may require less detailed scrutiny and therefore be considered for a specific easement in terms of financial verification. Funders may consider a Financial Control Statement (FCS) in these cases and should refer to Annex H. 





1. The FSCA process

0. FSCA is evidence based and considers the following key areas for each VCO in respect of revenue funding:			
1. financial controls;
 							
1. recent history of accurate and timely claims for payments; and

1. compliance with previous/current project objectives as evidenced by satisfactory project monitoring reports and information provided by other funders.
   
3.2	One of two ratings may be awarded: 
					
1. “adequate” financial systems and controls – project expenditure continues to be vouched in line with a funders procedures for the first grant to a VCO; or

1. “robust” financial systems and controls – the VCO may be given an easement in terms of the amount and/or nature	of the verification checks of project expenditure as determined by the funder.	

1. The Assessment

4.1	A VCO in receipt of a revenue grant over £30,000 must be referred to the funder’s trained assessment staff/team once  a satisfactory project monitoring report and satisfactory  financial verification checks have been completed on one payment claim in accordance with that funder’s procedures provided that an extant rating is not already held on the GFD.
 
3. The assessment team should initially make contact with other funders to build up a picture of the VCO’s performance in terms of delivery and financial verification. Should this information give no cause for concern an assessment visit is arranged at which a trained assessor interviews key personnel from both the management committee/board and administrative side of the VCO. An FSCA questionnaire (Annex A) is completed, relevant documentation obtained, and practices observed where appropriate.  The questionnaire focuses on key areas of finance and determines the level of controls in place, highlighting any areas of weakness which may exist. Weakness can include poor financial procedures such as the non existence of a finance policy or a policy which does not address the following key areas:	
				
1. segregation of financial duties;

1. 	record keeping; accounting; financial reporting; or financial loss or exposure;
	
1. potential opportunities for fraud, corruption, misappropriation of assets, waste and loss; or

1. failure to adequately safeguard assets.

If an assessor is concerned about a particular policy he/she may seek advice from finance/governance experts within their own funding body, however, it is important to note that the objective of the exercise is not to endorse policies or procedures approved by the management committee/board of the VCO but to ensure that they are in place and be assured of their proper operation within that VCO.
					
4.3	Once completed, the questionnaire should be signed off by both the assessor and a representative of the management committee/board and a member of the administrative staff from the VCO. This provides documentary evidence that the VCO has had sight of the content of the questionnaire. The VCO will be given a copy of the questionnaire for their records.
				
4.4	The assessor completes a report template (Annex B) that recommends the VCO remains either “adequate” or moves to a “robust” rating.
 	If the rating is to remain at “adequate” the report should outline any recommendations as to how the VCO might improve their financial controls and processes with a view to obtaining “robust” status. The report should be signed and dated by the assessor and the proposed rating communicated to the funding business area(s). 

4.5	Should a business area have reason to dispute the rating or become aware of information which may influence or change the rating such as late or incomplete monitoring reports or claims for payment it should contact the assessment team who will determine whether a case conference is appropriate.  Otherwise the business area with input from payment and project monitoring staff should sign the form at Annex C and return it to the assessment team as soon as possible. It is essential that input only reflects factual evidence which can be substantiated and should not be based on any subjective views about the VCO.  The agreed rating should be recorded on the GFD together with the date of assessment, the name of the Department/NDPB that conducted the assessment and the name and telephone number of the assessor. A set of instructions for uploading the rating is included at Annex D.

4.6	The VCO should be notified in writing of their rating as soon as possible after it is agreed and uploaded to GFD. The letter outlines the rating, its implications, any recommendations for improvement and a reminder to the VCOs that they must report ANY changes in circumstances which may impact on their ability to manage public funds. In a “robust” rated VCO the letter also acts as a formal Letter of Variance to the most recent Letter of Offer. A template rating letter is available at Annex E.

4.7 	There is no formal right of appeal against the allocated rating but, if a VCO disagrees, they will be given an opportunity to provide additional relevant information. The assessor may review the rating in light of this additional information and confirm or up-rate the VCO’s rating as appropriate.

4.8	A rating is valid for 3 years from the date of assessment after which it should be formally reviewed and rated again (see section 6).   The review should be completed within 1 month of the expiry of the previous rating to facilitate ongoing easements.  An “adequate” rating may be reviewed earlier if the VCO has taken steps to address weaknesses that led to the decision to award the “adequate” rating.

4.9	When making a decision to fund, funders should use the rating in force at the time of the decision.  The period of funding being awarded does not need to be covered in full by the period the rating is valid for.

4.10	A simple flowchart at Annex F outlines the assessment process.

1. Financial verification based on the FSCA

0. VCOs rated “adequate” will continue to have project expenditure vouched in accordance with the funder’s procedures for the first grant to a VCO. Such VCOs will be offered support by the assessment team to address any deficiencies identified with a view to improving their rating.

0. VCOs rated “robust” may be considered for a range of financial easements as determined by the funder which would reduce the administrative burden on both the VCO and the funder. Such easements may include but are not limited to:
	
1. removing  the need for supporting documentation prior to the release of project payments except an appropriately completed claim thereby speeding up the issue of payments;

1. introducing  retrospective verification checks; or

1.  reducing the levels of verification checks.

5.3 	Easements should not be applied where the rating is “adequate” or where there is no valid “robust” rating at the time the easements are being applied. There is no pre-determined level of checking applicable to a “robust” rating as it is the funder’s decision and they assume any additional risk.

1. Review of an FSCA Rating

6.1	Once a funder conducts an FSCA it will place the rating, together with the date that the rating has been awarded, the name of the Department/NDPB that conducted the assessment and the name and telephone number of the assessor on the GFD. Ratings are applicable for 3 years from the date of assessment after which time they must be reviewed. It is the responsibility of the funder which conducted the original rating to conduct the review or, where they are no longer funding the VCO, to alert the other public sector funders of that VCO that a review is due. Funders must therefore have a BF system in place to alert them to the need to review the rating as the GFD will not do this automatically. It is then the responsibility of those other funders to agree which of them will conduct the review. Should a formal review lead to a change in the rating then all funders must be alerted to the change in order that they might consider its consequences in relation to their particular funding stream(s).

6.2	Reviews may also be undertaken at any time where a funder has material concerns about a particular VCO. It is important that all government funders take assurance from the risk agreed rating held on GFD and do not simply routinely review the awarded ratings. Reviews outside of the formal cycle should be exceptional and the reasons clearly documented. However, should a funder determine that a review is necessary, they should alert other public sector funders[footnoteRef:2] to the fact that a review is ongoing and advise them as soon as possible of the outcome. Events that might trigger a review outside the formal 3 year cycle might include;	 [2:  GFD contains contact details for the grants which are entered onto it.] 

							
1. the identification of potential fraud or the result of a fraud investigation;			
1. failure to provide timely or adequate progress reports, claims for payment or supporting documentation;	
			
1. significant errors found during a financial verification check;	
			
1. changes to key personnel within the VCO which could have governance implications;
								
1. a request from the VCO for a reassessment when they have taken remedial action in response to an award of an “adequate” rating; or								
1. Internal Audit or Northern Ireland Audit Office findings or issues raised in the VCO’s accounts or through their own audit.

6.3	All funders must liaise with each other in their dealings with the VCO to ensure any possible or ongoing legal action is not jeopardised.

6.4	A simple flowchart at Annex G outlines the review process.
										         

 ANNEX A


										

Financial Systems and Controls Assessment Questionnaire


            
Name of VCO: 

Project Name:
 
Project Code:

Date of Visit:

Interviewing Officer:

VCO Representative 1 (Management Committee/Board):

Position held in VCO:

VCO Representative 2 (Administrative Staff):

Position held in VCO:

	
	DETAILED ACTION
	YES
	NO
	N/A
	EVIDENCE/COMMENTS

	

	
Financial Procedures
Can you provide evidence that you maintain a set of written Financial Procedures approved and signed of as fit for purpose by the Management Committee?

Controls/invoicing

Can you confirm that there is a separation of key financial duties within your organisation (for example order, receipt and payment of goods and services?)

Can payments be traced from Invoice to Cheque Journal to Statement?

Are all invoices/bills original and fully detailed?

What are your procedures for endorsing bills/invoices and are they endorsed with the required information i.e. 

1. Date Paid, 
1. Cheque Number 

Are invoices reconciled to goods received, purchase orders etc?

Can you confirm what documentation signatories see before signing a cheque? 

Bank accounts

What are the banking arrangements for the project i.e. separate A/C for the project or cost centre approach?
(Record details of  account number/sort code)

Does your organisation have any other bank accounts and if so what are they used for?

Are you satisfied that any redundant bank accounts have been officially closed down with the bank? 

What are the arrangements for the security of chequebooks?

(Examine cheque book/s to ensure blank cheques are not pre-signed)

What are the arrangements for the storage of cancelled cheques?

Does the Organisation use Internet Banking?

If Yes 
1. Can a clear payment audit trail be traced?

1. Is there a separation of key duties with regards to request and approval of payment?

1. Is there adequate security within the organisation for passwords to access the Banking system?

Does the organisation use a Debit Card to make payments from the Official dedicated account?

If Yes, does the organisation have appropriate policy /procedures in place to control and monitor the usage of the Debit card?


Does the organisation use a Credit Card for official purchases?

If Yes:
1. Has the credit card been declared to the funder and approval been granted for use?

1. Is there an appropriate policy in place to monitor and control the use of the credit card?


Funds authorisation

Can you confirm who within the organisation has payment authority?

Is this confirmed by the Bank Mandate?

Can you confirm what (if any) are the delegated levels of approval? 

Can you confirm the practice for receiving, retaining and filing bank statements?

How often is the bank reconciliation carried out and by whom? 

Budget monitoring

What system does the organisation have in place to monitor budget spend and how often is this carried out?

Is your budget information password protected, held securely and access limited to only those who require it?

How often are budget reports reviewed by the management committee?

Are major variances documented, appropriate action taken and approved by management committee?

Payroll

What payroll system does the organisation operate? (i.e. Manual or Computerised).

Is there a record to confirm that National Insurance and PAYE payments are made on the due dates?

Has the organisation provided sight of their HMRC Real Time record to confirm that their HMRC payments are up-to-date?
 
Is your payroll information password protected, held securely and access limited to only those who require it.


Petty cash / cash handling controls

Does the organisation operate a petty cash system?

(If ‘No’ continue to question on cash transactions)

If Yes :

1. How is petty cash recorded? (detail the security arrangements for the petty cash box) 

1. How often is the system reconciled?

1. Is the system monitored/ reviewed by the Management Committee?

Does the organisation operate any cash transactions? ( e.g. membership fee’s, tuition fee’s). 

(If ‘No’ continue to  ‘Record Keeping’)

If Yes :

1. How are the cash transactions recorded?

1. Detail the security arrangements for the cash. 

1. How often is the system reconciled?

1. Is the system monitored and reviewed by the Management Committee?

Financial record keeping

How does the Organisation record Income & Expenditure and Cheque Journal entries i.e. manual / computerised or both?

If manual, are all entries in Income and Expenditure records:-

· Entered in permanent ink?
· How are alterations made?
· Have blank lines on ledger pages been ruled through?

If held electronically, how often is a back-up copy of the information maintained and by what means?

· Are you aware that financial records must be retained for inspection for 7 years from the receipt of the final payment?        
	
	
	
	



 (
Any other comments
:
)


Declaration

I declare that I have read and understood the content of this questionnaire. 

The information I have given is true and complete. 



Administrative Representative (Signature)    __________________________________________

(Name in Block Capitals)  ___________________________________________________

Position held in Organisation _______________________________________________

Management Committee/Board Representative (Signature)    __________________________________________

(Name in Block Capitals)       ___________________________________________________

Position held in Organisation    _______________________________________________

Interviewing officer (Signature)   _________________________________________

(Name in Block Capitals)    ___________________________________________________
Date			         ____________________________________________   

								            ANNEX B

Financial Systems and Controls Assessment Report

	Name of VCO
	Project Reference

	Date of Visit
	Assessment Officer



Introduction

	




Purpose   

	



Methodology
    
	


                                                                            
Observations


Policy Documents   

	


Payments/Financial procedures   

	


Documents   

	



Weaknesses Identified & Recommendations Made

	




Conclusion
	




	 Signature
	Date



(Assessment Officer)



										          ANNEX C

Financial Systems and Controls Assessment (FSCA) – Confirmation of Proposed Rating



Name of VCO: 		  _____________________________________

Ref number:          		  _____________________________________


We agree that the FSCA   rating                Robust/Adequate	is appropriate	in this case.											


Project Management Team comment
____________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Payment Team comment
____________________________________________________________________________________________________________________________________________________________________________________________________________________________________


Signed for Business Area team:       		__________________________

Date:                                                                 __________________________




																							ANNEX D
INSTRUCTIONS FOR UPLOADING THE ASSESSMENT RATING TO THE GOVERNMENT FUNDING DATABASE

Only risk assessment user account holders can enter FSCA data on the Government Funding Database (GFD).
Risk assessment accounts will be set up on the request of departments/funders by the GFD System Administrator (averil.clarke@dsdni.gov.uk or telephone 028 90 829447 GTN 38447).

To upload an FSCA rating

I. From the home page search for the organisation, select the organisation and click on view organisation details
II. Select Edit Organisation and then risk assessment
III. In the risk assessment screen select Add Risk Assessment
IV. From the drop down box select the rating either adequate or robust 
V. Complete the date box
VI. Enter the Contact Name
VII. Enter the Contact Number
VIII. Click on Submit
To add a completed FSCA questionnaire

I. In the risk assessment screen select risk assessment documents
II. Click on Browse
III. This will take you to your desktop
IV. Select the document and click on it and then click on open, the document will be added to your risk assessment screen, click on upload and then back. 
V. Your document will now be added to the risk assessment screen
VI. Click on back and back again to return to the organisation details screen


											ANNEX E

TEMPLATE RATING LETTER

Dear ………..


Further to a recent visit by the (add as appropriate) to your organisation, I can confirm that a/an ADEQUATE/ROBUST (delete as appropriate) Financial Systems and Controls Assessment (FSCA) rating has been allocated. This decision has been reached after careful consideration of your internal systems of financial control and your recent financial transaction and project reporting history with (add funders as appropriate).

(Use the following paras as appropriate)

Adequate

The following weaknesses were discovered within your controls/claim history/other and you should take immediate action to rectify any outstanding issues:


Please advise the (add as appropriate) when the action has been taken providing any appropriate supporting documentation. Your FSCA rating will be re-assessed upon receipt of this information and one further claim for payment has been fully vouched. 

Robust

As your organisation has been assessed as having a robust level of Financial Systems and Controls you will no longer be required to submit supporting documentation with every claim for payment to (name the funder) for (name the project) but will be subject to the following easement in terms of financial verification (detail the nature of the easement). 

You should note that this easement is only applicable to this project unless you are notified otherwise. The rating has been posted to the Government Funding Database and may be used by other central government funders as stipulated in the Code of Practice for Reducing Bureaucracy in Grant Funding to the Voluntary and Community Sector.


This rating is extant for a period of three years after which it will be formally reviewed, however, it may be reviewed at any time if any central government funder has a material concern in its regard. In accepting this rating you are undertaking to advise your funders immediately of any changes to your organisation that may affect your capacity to manage your financial activities.


There is no formal appeal against this decision. 

You may find the following sources of information helpful. 

www.businesslink.gov.uk

www.nicva.org 


Yours 



											ANNEX F
THE ASSESSMENT PROCESS
 (
Is grant over 30k
)
 (
YES
, 
bf for next payment claim or take appropriate action
) (
Set 3 year bf for review
) (
No
, post rating to GFD and issue letter to group.
) (
YES
, 
post rating to GFD, agree easement and issue letter to group.
) (
NO
, 
conduct 
the assessment. Is outcome “Robust”?
) (
YES
, 
contact other funders. Are there any issues?
) (
YES
, 
is there an extant rating?
) (
NO, 
are there any other funders?
) (
YES, 
apply rating
) (
NO, 
bf for next claim
) (
YES, 
has 1 payment and 1 project report been assessed as satisfactory?
) (
Is 
the 
grant over 
£30,000?
) (
NO,
 Small Grants process
)


										          ANNEX G
THE REVIEW PROCESS
 (
NO
, 
document process of review, update rating on GFD and set 3 year bf
) (
YES
, 
conduct a full FSCA visit, update rating on GFD and set 3 year bf
) (
YES
, 
conduct a full FSCA visit, update rating on GFD and set 3 year bf
) (
NO
, check payment and project records  – are there any issues of concern?
) (
YES
, 
advise them that they need to conduct a review
) (
NO
, take no further action
) (
NO, 
are there any other funders?
) (
A review is due. Am I still funding?
)
 (
YES, 
conduct the review. Speak to other funders – are there any issues of concern?
)

ANNEX H
FINANCIAL CONTROL STATEMENT 

1.	Some VCOs have been in receipt of government funding over many years and are considered to be of strategic importance to the funder because of their reach into the sector or because of the particular services that they provide. Such VCOs are subject to external audit and publish detailed annual reports and accounts. On this basis a variation of the process to reduce payment vouching/verification may be considered for such VCOs. This may be done by way of an annual Financial Control Statement (FCS), which places reliance on assurances given by the Chief Executive and Chairperson in respect of the financial controls within the relevant VCO. 

2.	Ultimately it is a funder’s decision as to which VCOs if any should be managed in this way, however, as a basic requirement any VCOs to be considered must:

1. be in receipt of continuation funding; and
1. be of strategic importance to the funder; and
1. have demonstrated sound financial controls.

3.	Factors funders might wish to consider that demonstrate sound financial controls may include:

1. long term funding and a history of satisfactory verification checks;
1. unqualified accounts from external auditors;
1. a robust FSCA rating; or
1. a Governance Statement in the VCO’s accounts.

4.	Where a VCO has been identified as having met the required criteria, and the funder has determined that a FCS would be appropriate, the funder will issue a FCS and a covering letter outlining the terms of its operation. Templates are attached and can be adapted accordingly. 

5.	It is important to note that the issue of a FCS is the decision of individual funders and that the decision to issue a FCS by one funder is not binding on another which may simply wish to treat the VCO as adequate or robust.

6.	It is essential that all claim for payment forms issued subsequent to the receipt of a FCS are carefully scrutinised on receipt. If the Chief Executive and Chairperson cannot confirm “that the organisation’s financial controls continue to be of a satisfactory standard in relation to the administration of grant funding” the funder may consider withholding payment pending further investigation and review.

7.	Any VCO offered a FCS that does not wish to participate will continue to be treated under the normal FSCA procedures.






TEMPLATE 1

Financial Control Statement - Covering letter 



Dear  

The purpose of this letter is to advise you that [insert name of Funder] has introduced an initiative which permits eligible Organisations to sign up to an agreement known as a ‘Financial Control Statement (FCS)’.

Participation in this arrangement negates the need for the qualifying organisations to provide supporting documentation with any claims for payment and negates the need for routine financial verification checks in respect of revenue grant funding. 

The first step in the process is to have a FCS completed by your Chief Executive and Chairperson.  This allows them to state that based on your organisation’s most recent external audit and the financial controls in operation within your organisation, reliance may be placed on those financial management controls in relation to your administration of grant funding in respect of [insert the project/programme name].

On receipt of the signed FCS, [insert name of Funder] will place full assurance on your internal financial control arrangements. The [insert name of Funder] will still retain the right to inspect any records pertaining to its revenue grant funding of your organisation at any time and without prior notice having been given.

 All further claims for payment will include two further declarations to enable your organisation:

1. to confirm (or otherwise) that its “financial controls continue to be of a satisfactory standard in relation to the administration of grant funding” and
1. to confirm that the monies claimed have been spent in accordance with the terms stipulated within the Letter of Offer.

The expectancy is that this will lead to a much faster processing of claims and minimise the need for financial verification checks of incurred expenditure.  This arrangement will be subject to assurance that the progress reports show that agreed targets/pre-conditions have/will be met within the agreed timescales.

The FCS arrangement may be voided if future audits or other issues come to light which identify weaknesses in respect of your financial management in relation to the administration of grant funding and you must inform the [insert name of Funder] immediately upon notification of any such audit qualification or issues arising.  The FCS also becomes void once [insert name of Funder] ceases to fund your organisation.
Should your organisation wish to participate in this arrangement then the attached FCS should be duly signed and returned to this office within 4 weeks of the date of this letter.

If you are unsure about the above proposals and consider that a face-to-face meeting would be beneficial, please contact [insert contact details].






Signed							Dated
(On behalf of, [insert name of Funder])





								TEMPLATE 2

Financial Control Statement 



Based on the most recent External Audit for__________________________________  [insert name of organisation] in respect  of the XX/XX financial year [insert most current year] and the financial management controls I have in place, reliance may be placed on the financial controls within this organisation in relation to the administration of grant funding for [insert the name of project/programme].  

I accept that the funder may seek such further assurances as they deem necessary at any time and without prior notice having being given. I accept that the funder has the right to remove this Financial Control Statement arrangement at any time.


Signed: ______________________	Dated: _______________
Chief Executive
Name (Caps): _________________________________________



Signed: ______________________	Dated: _______________
Chairperson
Name (Caps): _________________________________________
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