
Annex 3 

The CIPFA Statement of Principles of Good Financial Management 

The FM Code applies a principle-based approach. It does not prescribe the financial 
management processes that local authorities should adopt. Instead, this code requires 
that a local authority demonstrates that its processes satisfy the principles of good 
financial management for an authority of its size, responsibilities and circumstances. 
Good financial management is proportionate to the risks to the authority’s financial 
sustainability posed by the twin pressures of scarce resources and the rising demands 
on services. The FM Code identifies these risks to financial sustainability and introduces 
an overarching framework of assurance which builds on existing best practice but for the 
first time sets explicit standards of financial management. These are minimum 
standards, which for many in the sector are self-evident. Recent experience in some 
local authorities suggests, however, that they are by no means universally achieved.  

The underlying principles that inform the FM Code have been developed in consultation 
with senior practitioners from local authorities and associated stakeholders. The 
principles have been designed to focus on an approach that will assist in determining 
whether, in applying standards of financial management, a local authority is financially 
sustainable.  

 
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 that drives the annual 
budget process supported by effective risk management, quality supporting data and 
whole life costs.  

Financial management is undertaken with transparency at its core using consistent, 
meaningful and understandable data, reported frequently with evidence of periodic 
officer action and elected member decision making.  

Adherence to professional standards is promoted by the leadership team and is 
evidenced.  

Sources of assurance are recognised as an effective tool mainstreamed into financial 
management, including political scrutiny and the results of external audit, internal audit 
and inspection.  

The long-term sustainability of local services is at the heart of all financial management 
processes and is evidenced by prudent use of public resources.  
 

The FM Code has been developed and tested in partnership with a range of different 
types of local authorities. However, given the diversity of UK local government, it is not 
possible (or desirable) for the FM Code to anticipate all eventualities. If any doubt arises 
as to whether or how the FM Code should be applied, then reference should be made to 
these Principles of Good Financial Management to establish whether the proposed 
financial management practice is acceptable. A financial management practice that 
conflicts with one or more of these principles will not be acceptable if not explicitly ruled 
out by the financial management standards contained in the FM Code. 


