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Schools Financial Management and Governance
1 Purpose
1.1 The purpose of this guidance note is to advise Head Teachers, School Business Managers, Bursars and Governing Bodies of the Local Authority’s increased requirements for ensuring a consistent, robust and effective approach to financial management at an operational and strategic level in all maintained schools in Birmingham.
2 Schools Financial Management – What do Governing Bodies need to do?
2.1 All schools are currently working within a highly challenging and difficult financial environment and this is likely to remain so for the foreseeable future.  

2.2 Whilst schools are quite rightly focused on delivering the best outcomes for children, it is also the case that this must be done within their financial constraints and the funding framework set by the Department for Education.  The two are not mutually exclusive.

2.3 In order to avoid unplanned spending and to keep track of where the money comes from and goes to, robust and effective financial management by all governors is essential to knowing whether a school is using its financial resources efficiently and effectively, especially if this is done within a culture of continuous review, improvement and challenge.
2.4
Governors must consistently exercise their strategic oversight of the schools finances and ensure prudent planning for the future and in order to do this Governors are required to undertake the following:-
2.4.1
Be able to quickly understand the financial position of the school during the year and be aware of any adverse pressures that have arisen or are forecast   to arise

2.4.2  Be assured and confident that the school’s Budget Plan for the financial year supports the School Improvement Plan without any over spending of the budget occurring
2.4.3
Be assured that a 3 Year Strategic Plan/Forecast exists and is updated to ensure the school is as financially prepared as it can be over the medium to long term
2.4.4
Be able to understand the characteristics and indicators of a school in a ‘healthy’ financial position 
2.4.5
Understand the need for immediate and corrective actions to be taken in order to avoid the school going into a financial deficit and know what those actions should be.
2.4.6
Understand that for maintained schools, the Local Authority has an important financial monitoring role in ensuring that all Governors understand and can implement their financial oversight responsibilities.  Ultimately, if financial oversight and financial management in a school is judged to be weak, the Local Authority can issue a Warning Notice, replace the Governing Body with an Interim Executive Board and/or withdraw the delegated budget.  It is to be noted that the Local Authority oversight role applies equally to Interim Executive Boards.
3.0 
Monitoring and Compliance Reports
3.1
In order that the Local Authority can be assured that consistent, robust and effective financial management practices are taking place in all maintained schools, with effect from September 2018, schools are required to complete a small number of compliance and monitoring reports that will need to be presented to the full Governing Body on a twice yearly basis - by the end of October and by the end of February of each financial year.
3.2
Schools Financial Efficiency - Top 10 Planning Checks for the Full Governing Body   (See Appendix 1)  
3.2.1
This is a Checklist of the top 10 planning checks for the full Governing Body to consider, based on a Department for Education document issued in January 2016.  The  Checklist not only identifies the key financial planning checks but also why they are important and the warning signs that governors should take into account.

3.2.2
The Checklist will need to be prepared by the Head Teacher, School Business Manager/Bursar or the financial services provider and presented to and considered by the full Governing Body on a twice yearly basis.  The first Checklist must be presented to the full Governing Body by the end of October and the second Checklist by the end of February.

3.2.3
The Governing Body and the School are required to consider the importance of all 10 planning checks, take into account the suggested warning signs and discuss and provide an update of the actions/progress that the Head Teacher and Governors will be taking as appropriate to their schools financial situation

	The following DfE website may be useful in undertaking any benchmarking.    
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3.2.4
Following discussions with the full Governing Body, each Checklist must be signed off and dated by the Head Teacher and the Chair of Governors

3.2.5
The Checklists must be available on request by any Local Authority Officer or third party acting on its behalf

3.2.6
Non-compliance by Schools and Governing Bodies on the completion and discussion of these checklists may trigger Local Authority intervention or action.

3.3
Budget Setting and Budget Monitoring Checklist for the full Governing Body  (See Appendix 2)
3.3.1
This is a financial checklist that will need to be produced by the Head Teacher, the School Business Manager/Bursar or the financial services provider, and presented to and considered by the full Governing Body on a twice yearly basis. The first Budget Setting and Budget Monitoring checklist must be provided to the Governing Body by the end of October and the second checklist by the end of February

3.3.2
The financial checklist sets out a range of key questions relating to the Budget Setting and Budget Monitoring processes which need to be discussed with the full Governing Body and for which Governors are expected to provide ‘Yes’ or ‘No’ responses.  In the case of a ‘No’ response, Governors will need to give details of the actions that have been or will be taken.
3.3.3
Following discussions with the Governing Body, the financial checklist needs to be signed off and dated by the Head Teacher, as well as the School Business Manager/Bursar or the financial services provider.
3.3.4
The Checklists must be available on request by any Local Authority Officer or third party acting on its behalf

3.3.5
Non-compliance by schools and Governing Bodies on the completion and discussion of these checklists may trigger Local Authority intervention or action.

3.4
Budget Monitoring Summary Report for the full Governing Body (See Appendix 3)
3.4.1
There is a danger that Governing Bodies can become overwhelmed with detailed financial reports and spreadsheets and whilst it is important for the Finance Committee to have this level of detail it is not always helpful for the full Governing Body.  However, it is essential for them to have a succinct and understandable overview of the budget and to this end the Head Teacher, School Business Manager/Bursar or financial services provider must produce a Budget Monitoring Summary Report that can act as an informed basis for further questions and, crucially, allow the Governing Body to take immediate action when required.  
3.4.2
The Budget Monitoring Summary Report will provide the Governing Body with an overview of the known and planned funding for the financial year and a breakdown of the planned and actual expenditure for each of the main cost centres based on the original Budget Plan and the current budget.  
3.4.3
The Summary Report must provide the Governing Body with reasons for in-year and cumulative surplus and deficits.
3.4.4
The Governing Body is expected to discuss and agree current and/or future actions that they and the school plan to take to address any projected deficits.

3.4.5
The Budget Monitoring Summary Report template provides the Governing Body with a list of options and suggestions for savings cuts that could be made to address current and future deficits.

3.4.6
The first Budget Monitoring Summary Report must be provided to the Governing Body by the end of October and the second report by the end of February of each financial year.  A refusal by the school or the financial services provider to produce these reports must not be accepted by the Governing Body and indeed should act as a warning sign that there may be something amiss.
3.4.7
Following discussions with the full Governing Body, the Budget Monitoring Summary Report needs to be signed off and dated by the Head Teacher and the Chair of Governors.

3.4.8
The Budget Monitoring Summary Report must be available on request by any Local Authority Officer or third party acting on its behalf

3.4.9
Non-compliance by schools and Governing Bodies on the completion and discussion of the Budget Monitoring Summary Report may trigger Local Authority intervention or action.

3.5
Whilst schools will not, currently, be required to submit any of the above returns
and reports to the Local Authority, it should be noted that the Local Authority has 
an important role in ensuring that there are proper and effective financial controls 
in place in schools and it will, therefore, carry out routine sampling and testing 
which may lead to further targeted support or additional challenge especially in 
cases of continuous non-compliance
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Schools Financial Efficiency: Top 10 Planning Checks for ALL Governors
	

	
	
	
	
	
	

	
	Submission to Full Governing Body 
	
	
	

	Key Planning Checks for Governors                  
	1st Checklist (by the end of October)
	2nd Checklist (by the end of February)
	Why is this Important
	Warning signs
	Feedback / Progress Update from Head Teacher and Governors

	1
	2
	3
	4
	5
	 

	 
	 
	 
	 
	 
	 

	
	 
	 
	*Staff pay is the single most expensive item in the school budget
	Staffing costs over 80% of total income are considered high - urgent need to review and potentially restructure
	 

	Staff Pay as a Percentage of total expenditure                 (show as a %)
	 
	 
	*Provides a basis of comparison with similar schools 
	No benchmarking is done or shared with the full Governing Body by the Head Teacher and/or the financial services provider
	 

	 

	 
	 
	*Important to understand if costs are high due to high fte numbers or a high proportion of highly paid staff 
	No information is provided by the Head Teacher and/or financial services provider

	 


	Average Teacher Costs  (show in £'s)
	 
	 
	 
	 
	 

	
	 
	 
	Provides a basis of comparison with similar schools  and if costs are low, high or in line
	No information is provided is provided by the Head Teacher and/or the financial services provider
	 

	 
	 
	 
	 
	 
	 

	Pupil to Teacher Ratio                                              (show in numbers)
	 
	 
	*Low PTR suggests small class sizes
	No information is provided is provided by the Head Teacher and/ or financial services provider
	 

	
	 
	 
	*Provides a basis of comparison with similar schools  and if the ratio is low, high or in line
	If significantly different from other schools is there a rationale?
	 

	
	 
	 
	*For primaries it will help highlight the extent to which the use of teaching assistants in place of teachers can skew the PTR
	 
	 

	Class Sizes and Size of Each Year Group                                                      (show in numbers)
	 
	 
	 
	 
	 

	
	 
	 
	*Identifies the current position / baseline. Can then be used as a basis for comparison with other schools. Crucially also support forward planning     
	The smaller the class size the greater the cost of delivery per pupil
	 

	
	 
	 
	*Can be developed to distinguish average class sizes by, for example, key stages 
	No information is provided by the Head Teacher and/or the financial services provider
	 

	 
	 
	 
	 
	 
	 

	Teacher Contact Ratio                                             (show in numbers)
	 
	 
	Given teachers should have a guaranteed minimum of 10% timetabled planning and preparation and assessment time the ratio will always be lower than 1.0 
	Are teaching staff undertaking roles that could be deployed to support staff? 
	 

	
	 
	 
	 
	The Association of School and College Leaders (ASCL) advocates 0.78 as an aspirational target  for the ratio. How does the school compare and what is the rationale for any difference  
	 

	 
	 
	 
	 
	 
	 

	Proportion of budget spent on the Leadership Team                                 (show as a %)
	 
	 
	*Important to know how much of the total expenditure is spent on this and how it compares to similar size schools . If high is it due to the size of the Leadership Team or their pay?
	No information is provided by the Head Teacher and/or the financial services provider
	 

	
	 
	 
	*Do Governors understand the rationale for the Leadership Team structure and costs
	Governors do not know and/or have not been involved
	 

	
	 
	 
	*Could be an area for savings where the school is facing financial pressures. 
	The Leadership Team is not considered as an area for savings / efficiencies
	 

	
	 
	 
	*If the school is part of a Federation, Trust or any other grouping how does the school compare with others in that grouping and is there an opportunity for shared functions/responsibilities
	 
	 

	 
	 
	 
	 
	 
	 

	3 Year Budget Projections                                                        (show in numbers)
	 
	 
	*Governors must have sight of the 3 year financial projections and the assumptions made to cost them e.g pupil numbers, pupil premium income etc. Ideally should be 3 scenarios : Cautious, Likely and Optimistic 
	There is no 3 year financial projection - crucially this will highlight a serious weakness in the schools financial management structure
	 

	
	 
	 
	*If the financial projections highlight financial difficulties  a recovery plan needs to be developed and prepared 
	No Deficit Repayment Plan has been developed or implemented
	 

	
	 
	 
	*there may be actions that can be taken now to ensure financial sustainability in the future
	No actions taken
	 

	 
	 
	 
	 
	 
	 

	Spend per pupil for non-pay expenditure compared to similar schools                                                (show in numbers)
	 
	 
	*Important for Governors to know what is being spent on areas such as Catering, ICT, Premises, Business Administration, Energy, Curriculum, Supplies etc.
	No information is provided by the Head Teacher and/or the financial services provider
	 

	
	 
	 
	*High spend can indicate areas for efficiencies - particularly if benchmarked with other similar schools 
	No information is provided by the Head Teacher and/or the financial services provider
	 

	
	 
	 
	*Can lead to discussions and implementation of collaborative arrangements with other schools 
	No discussion or consideration of collaborative arrangements
	 

	 
	 
	 
	 
	 
	 

	Is the School Improvement Plan priorities and the relative costs of options linked to the School Budget Plan?                                  (Yes/No)
	 
	 
	*The budgetary process sits firmly within the strategic leadership framework and should link into the overall management and planning cycle rather than being seen as an additional activity that is the sole responsibility of the School Business Manager or Bursar
	The budgetary process is stand alone 
	 

	
	 
	 
	*Ensuring school improvement initiatives are prioritised, costed and linked to the budget 
	Not costed and linked to the budget
	 

	
	 
	 
	*Ensuring all new initiatives are fully costed before the school is committed to the proposal
	Not costed and linked to the budget
	 

	 
	 
	 
	 
	 
	 

	List of Contracts with costs and renewal dates                                                 (show as numbers)
	 
	 
	*Ensure all contracts due for renewal are retendered/reviewed for value for money before renewal
	No actions taken
	 

	
	 
	 
	*Check if there any regular payments that are an invoice only contract - and if these are also reviewed
	No actions taken
	 

	
	
	
	
	
	

	
	
	
	
	
	

	HEAD TEACHER NAME AND SIGNATURE:
	
	
	
	
	

	
	
	
	
	
	

	DATE:
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	CHAIR OF GOVERNORS NAME AND SIGNATURE:
	
	
	
	
	

	
	
	
	
	
	

	DATE:
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	Both Returns must be available on request from any Officer of the Local Authority or a third party acting on its behalf

	
	
	
	
	
	

	
	
	
	
	
	

	
	The following DfE website may be useful in undertaking benchmarking    
	

	
	https://www.gov.uk/guidance/schools-financial-efficiency-financial-benchmarking
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Budget Setting and Budget Monitoring Checklist for the Full Governing Body 

To be presented to the Full Governing Body at least twice during the financial year:  October and February
	
	Yes / No
	If No, please provide further details of actions taken

	Budget Setting
	
	

	The school has set a balanced budget for the current financial year and it has been agreed by either the full Governing Body and/or the Finance Committee?
	
	

	Funding allocations are as per official notification(s) and any assumptions can be quantified?
	
	

	Any income assumed is reasonable and prudent?
	
	

	If the school has a cumulative deficit a Repayment Plan has been agreed with the Local Authority via Schools Financial Services?
	
	

	The full Governing Body and/or the Finance Committee have been advised of the number of full time equivalent staff and any changes from the previous year have been explained?
	
	

	The full Governing Body and/or the Finance Committee have been informed and agreed the use of any budgets for consultants, interim staff, agency etc?      
	
	

	The school has a costed School Improvement Plan in line with the available funding and included in the Budget Plan?
	
	

	The full Governing Body and/or the Finance Committee have been presented with a 3 Year Financial Forecast and understand the assumptions that have been made?
	
	

	Where the financial projections for future years indicates in-year deficits, the school and full Governing Body and/or the Finance Committee have considered and agreed an action plan to avoid the school falling into deficit?
	
	

	The Schools Financial Value Standard is complete, up to date and has been submitted to the Local Authority the 31st March?
	
	

	
	
	

	Budget Monitoring
	
	

	The full Governing Body and/or Finance Committee receive regular budget monitoring reports from the School Business Manager/Bursar or financial services provider?
	
	

	The budget monitoring is supported by a summary report to ensure that the full Governing Body is informed of the key issues and headlines? Please see the required format attached as Appendix 3
	
	

	All suppliers, as at the 31st March of the previous financial year, have been paid?
	
	

	All debtors, as at the 31st March of the previous financial year, have paid any amounts owing to the school?
	
	

	All asset and liability accruals have been cleared?
	
	

	There is a list of any leases and contracts the school has entered into with renewal dates – please attach the list. 
	
	

	There is a programme of review and retendering for each contract with the outcomes reported to the full Governing Body?
	
	

	The Petty Cash/EPA/Cheque Book account is reconciled and there are no current or outstanding queries from the Local Authority?
	
	

	Control Accounts, if applicable, have been reconciled?
	
	

	The Deficit Repayment Plan (where applicable) is on track?
	
	

	The School Improvement Plan is on track?

Is any additional funding likely to be required to support the SIP? Is this funding available within the budget? 
	
	

	Any official/unofficial bank accounts are reconciled and audited on an annual basis? Please attach a list.
	
	

	Have any Loans been taken out by the school? 
	
	

	Has the Local Authority raised any concerns with regard to financial management?
	
	


Head Teacher Name
School Business Manager/ Bursar/ External Provider Name

Head Teacher Signature



School Business Manager/ Bursar/ External Provider Signature


Date:






Date:

Must be available on request to any officer from the Local Authority or a third party acting on its behalf
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For the attention of the FULL Governing Body 

Budget Monitoring Summary Report for the Period ending  xxxxx
Section 1
The original net budget for the year was £xxx – as approved by the Governing Body on xx/xx/xxxx. The current net budget is £xxx
An over spend/underspend for the year is currently being predicted as per Column E.  The breakdown is summarised as follows:
	
	A
	B
	C
	D
	E

	
	Original Budget
	Current Budget 
	Actuals + Known Commitments
	Estimated/Known Commitments not yet included
	Projected Deficit/ Surplus for the Year

	Staffing
	
	
	
	
	

	Other Employees
	
	
	
	
	

	Inset
	
	
	
	
	

	Capitation
	
	
	
	
	

	Premises
	
	
	
	
	

	Supplies & Services
	
	
	
	
	

	Professional Fees
	
	
	
	
	

	School Development
	
	
	
	
	

	Pupil Premium
	
	
	
	
	

	Contingency
	
	
	
	
	

	Other – please specify
	
	
	
	
	

	Total Expenditure 
	
	
	
	
	

	Income
	
	
	
	
	

	School Budget Share Funding
	
	
	
	
	

	Pupil Premium
	
	
	
	
	

	Other 
	
	
	
	
	

	Net Outturn
	
	
	
	
	


Section 2
The reasons for the projected in-year or cumulative deficit can be summarised as:

a) 

b)  

c)

Detail on the variations and expenditure breakdown is provided in Section 1 

The following actions have been/will be implemented to address the projected deficit:-
Please specify (see list of options below)

In addition, approval is sought from the Governing Body to implement additional cost reduction measures as follows:
Please specify

Options of the savings/cuts the Governing Body and the School must consider and implement include:

a) A full review on non-pay areas of the budget 

b) Review / remove the use of agency staff - cover to be provided internally where possible.

c) Impose a vacancy freeze and undertake an immediate review of the staffing structure with professional advice sought from the Local Authority’s Employee Relations Team

d) Remove any consultants/interim staff.

e) Cease any new commitments until a review has taken place of essential/non-essential spend.

f) Reallocate any pupil premium funding or any other income/grant funding that has not been utilised to date.

OR

The reasons for the projected in year surplus are: 

Please specify

Section 3
The Governing Body:
· Notes the projected financial forecast

· Notes the actions already implemented to address the projected deficit

Head Teacher Name:



Chair of Governors Name:
Head Teacher Signature:



Chair of Governors Signature:
Date:






Date:

Please note that failure to address a predicted deficit could lead to intervention from the Local Authority 
A copy of this Report must be available on request to any Officer from the Local Authority or a third party acting on its behalf

Last update: July 2001

September 2018
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