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Financial Management Code 

To inform Members of the new CIPFA Financial Management Code which is to be implemented 
from 2021/22.  The purpose of the report is to present to Members an initial assessment that has 
been carried out of the Council’s current level of compliance compared to the Standards contained 
within the Financial Management Code and any associated actions arising to ensure compliance.  
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Approved by: Karen Bradford, Chief Executive  27 May 2021 
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Recommendation (s) to the decision maker (s) 

1. The Governance and Audit Committee is asked to note the requirements of the 
Code.  

2. Approve the implementation of the action plan as set out at Appendix A insofar as 
the actions fall within the Committee’s remit. 

http://moderngov.southkesteven.gov.uk/mgMemberIndex.aspx?bcr=1
https://twitter.com/intent/tweet?text=Meeting%20agenda%20@southkesteven
http://www.linkedin.com/shareArticle?mini=true&url=http://moderngov.southkesteven.gov.uk/mgWhatsNew.aspx?bcr=1
http://facebook.com/sharer/sharer.php?u=http://moderngov.southkesteven.gov.uk/mgWhatsNew.aspx?bcr=1


 

 
 

1 The Background to the Report 

1.1 Local government finance in the UK is governed by primary legislation, regulation and 

professional standards however until recently the financial management of local 

authorities has not been supported by a professional code.  

1.2 The Chartered Institute of Public Finance and Accountancy (CIPFA) has published its 

Financial Management code (FM Code) to provide guidance for good and sustainable 

financial management in local authorities. It has been produced to assist local authorities 

in demonstrating their financial sustainability through a set of standards of financial 

management.  

1.3 The standards have different practical applications according to the size and different 

circumstances of individual authorities and their use locally should reflect this. The 

principle of proportionality applies to the FM Code and reflects a non-prescriptive 

approach to how each standard is met.  

1.4 The COVID-19 crisis has seen local authorities placed under extreme pressure to respond 

to the needs of their communities by providing services and support to an unprecedented 

extent. Understanding these pressures, the CIPFA Financial Management and 

Governance Panel has considered these changes against workload, reprioritisation and 

resource issues facing local authority staff.  It concluded that while the first full year of 

compliance with the FM Code can remain as 2021/2022, it can do so within a more flexible 

framework where a proportionate approach is encouraged. In practice this is likely to 

mean that adherence to some parts of the Code will demonstrate a direction of travel. 

1.5 In response to recent concerns (even before COVID-19) around financial resilience of 

councils, CIPFA has introduced a new FM Code as part of a package of measures that it 

is putting in place.  These measures have been driven by the exceptional financial 

circumstances faced by local authorities, having revealed concerns about fundamental 

weaknesses in financial management.  In particular there have been a small number of 

high-profile failures across local government which threaten stakeholder’s confidence in 

the sector as a whole.   

1.6 The FM Code is designed to support good practice in financial management and to assist 

local authorities in demonstrating their financial sustainability. For the first time the FM 

Code sets out the standards of financial management for local authorities.   

1.7 CIPFA acknowledges the additional extraordinary burdens being faced by local authorities 

due to COVID-19 and has reflected on the extent to which it is appropriate to introduce a 

new FM Code at the current time.  In February 2021 they provided clarification on 

compliance with the code to reflect COVID-19 pressures.  This stated:  

1.8 Much of the existing Code requirements are based on statutory responsibilities, the 

timescales for which CIPFA is not able to influence. The Code does, however, allow for 

both flexibility and a proportionate approach based on the circumstances of each local 

authority.  

1.9 CIPFA concluded that while the first full year of compliance can remain as 2021/2022, it 

can do so within a more flexible framework where a proportionate approach is 

encouraged. In practice this is likely to mean that adherence to some parts of the Code 

will demonstrate a direction of travel.  

  



 

 
 

The Financial Management Code  

  

1.10 The Code focuses on value for money, governance and financial management styles, 

financial resilience and financial sustainability. The Code identifies the risks to financial 

sustainability and introduces an overarching framework of assurance which builds on 

existing financial management good practice. The Code has been designed on a 

principles-based approach which will assist in determining whether, in applying standards 

of financial management, a local authority is financially sustainable.   The six principles 

that are set out in the Code are:  

  

• Organisational Leadership Demonstrating a clear strategic direction based on a 

vision in which financial management is embedded into organisational culture.   

  

• Accountability Based on medium term financial planning, driving the annual 

budget process, supported by effective risk management, quality supporting data 

and whole life costs.   

  

• Transparency At the core of financial management, using consistent, meaningful 

and understandable data, reported frequently, with evidence of periodic officer 

action and elected member decision making.   

  

• Professional Standards Promoted by the leadership team, with adherence 

evidenced.   

  

• Assurance Recognised as an effective tool, mainstreamed into financial 

management, including political scrutiny and the results of both external audit, 

internal audit and inspection.   

  

• Long-Term Sustainability At the heart of all local services’ financial management 

processes, evidenced by the prudent use of public resources.   

  

1.11 The Code is structured around 7 specific standard references:   

    

• The Responsibilities of the Chief Finance Officer and Leadership Team   

• Governance and Financial Management Style   

• Long to Medium Term Financial Management   

• The Annual Budget   

• Stakeholder Engagement and Business Plans   

• Monitoring Financial Performance   

• External Financial Reporting   

  

Each of these areas is supported by a set of guidance standards against which Councils 

should be assessed. CIPFA’s expectation is that authorities will have to comply with all the 

financial management standards if they are to demonstrate compliance with the FM Code 

and to meet its statutory responsibility for sound financial administration and fiduciary 

duties to taxpayers, customers and lenders.  



 

 
 

  

1.12 Although the FM Code does not have legislative backing, it applies to all local authorities, 

including police, fire, combined and other authorities. The Code recognises that some 

organisations have different structures and legislative frameworks. Where compliance with 

this code is not possible adherence to the principles is appropriate.   

1.13 The Council’s external auditors will, from 2021/22, have regard to the FM Code and will be 

looking to ensure that the Council is meeting the Code.  Furthermore, CIPFA guidance 

issued in February 2021 stated that the Council’s Annual Governance Statement for 

2020/21 should include the overall conclusion of the assessment of the organisation’s 

compliance with the principles of the FM Code. Where there are outstanding matters or 

areas for improvement, these should be included in the action plan.  

1.14 Demonstrating this compliance with the FM Code is a collective responsibility of Elected 

Members, the Chief Finance Officer and the Corporate Leadership Team. It is for all the 

senior management team to work with elected members in ensuring compliance with the 

FM Code and so demonstrate the standard of financial management to be expected of a 

local authority. In doing this the statutory role of the Section 151 Officer will not just be 

recognised but also supported to achieve the combination of leadership roles essential for 

good financial management.   

1.15 As a first step towards ensuring that the Council meets the Code in 2021/22 a draft self-

Assessment against the Code has been undertaken and is shown at Appendix A. The 

Self-Assessment will be continually reviewed and refined.   

1.16 The completion of this Self-Assessment has identified a range of further actions required, 

the majority of which were already planned areas of work for 2021/22, as follows:  

Standard  Action Required  Responsible  

Officer/Sponsor 

Timescale  

A To continue to promote VFM at corporate 
and service level  

Director of Finance 
(CFO) 

2021/22 

B  To continue to support professional 

development  

Director of Finance 

(CFO) 

Ongoing  

C  Review of Financial Procedure Rules  Director of Finance 

(CFO)  

2021/22  

C  Review of Contract Procedure Rules  Procurement Lead  2021/22  

D  Undertake a review of the Code of 

Corporate Governance  

Deputy Chief 

Executive, Head of 

Governance  

2021/22  

D  Undertake a qualitative review of the 

internal audit arrangements  

Director of Finance  2021/22  

E  Embedding of Finance Business 

Partnering approach  

Head of Finance 

and ICT 

2021/22 

F  Review and update of the MTFP to 

include specific reference to scenario 

testing  

Director of Finance March 

2022   

H  Assess implications of changes to The 

Prudential Code  

Head of Finance 

and ICT 

TBC  



 

 
 

L  Consider use of consultation methods 

and tools for budget consultation  

Head of 

Communications  

2021/22  

N  Develop a Partnership protocol, 

assurance framework and register.  

Assistant Chief 

Executive 

2021/22  

O  Consider if other major balance sheet 

items can be made more visible in 

quarterly reporting.  

Head of Finance 

and ICT 

2021/22  

  

As set out above these areas for improvement will be included in the Annual Governance 

Statement and progress monitored through the Governance and Audit Committee.  

2 Consultation and Feedback Received, Including Overview and Scrutiny 

2.1 The Committee is invited to comment on the contents of the report. 

3 Available Options Considered 

3.1 N/a 

4 Preferred Option 

4.1 The preferred option is set out in the report. 

5 Reasons for the Recommendation (s) 

5.1 The Code is a new requirement for the Council to adopt and integrate into its operating 

framework. 

6 Next Steps – Communication and Implementation of the Decision 

6.1 The Code and the supporting actions will be reported to members following approval. 

7 Financial Implications  

7.1 There are no specific financial implications arising from this report. 

Financial Implications reviewed by: Richard Wyles, Interim Director of Finance  

8 Legal and Governance Implications  

8.1 The implementation of the Code strengthens the financial governance arrangements of 

the Council and is to be welcomed. 

Legal Implications reviewed by: Shahin Ismail, Monitoring Officer 

9 Equality and Safeguarding Implications  

9.1 None identified. 

10 Risk and Mitigation 

10.1 None identified. 

11 Community Safety Implications  

11.1 None. 

 



 

 
 

12 How will the recommendations support South Kesteven District 

Council’s declaration of a climate emergency? 

12.1 None. 

13 Other Implications (where significant)  

13.1 None. 

14 Background Papers 

14.1 None. 

15 Appendices 

15.1 Appendix 1 – Financial Management Code Summary 

 

 

Report Timeline:  Date of Publication on Forward Plan  N/a 

Previously Considered by:  N/a 

Final Decision date   9 June 2021 

 


