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“Annual income twenty pounds, 
annual expenditure nineteen pounds, 
nineteen and sixpence, result 
happiness.
Annual income twenty pounds, 

annual expenditure twenty pounds, 
ought and sixpence, result
misery.”
Mr Micawber in Charles Dickens’ 

‘David Copperfield’



1. Understand your duties as a Governor re. funding

2. Understand why schools are financed in the way they are

3. Understand how school finances are generated

4. The key points to be aware of relating to school budgets and funding.

5. Basic understanding of budget plans and what they contain

6. What to look for in budget plans

7. Understand what the budget is for and if we’re getting value for money

8. Areas to be aware of/investigate/question/understand re. the
“Covid related” situation and how it might be still impacting school budgets.



Structure of this training
• Role of Governors (particularly in terms of school finances.)
• Key Financial tasks and roles
• Financial Skills
• Delivery of school finances  - national funding formula update…
• Who and how sets the annual budget
• Timetable of tasks for Governors
• Financial processes
• Strategic role including balances and liability
• Value for Money including budget content
• Statutory Obligations
• Budget monitoring
• Post Covid (hopefully for the last time!!!)
• Conclusion including “Asking the right questions,”  “Top 10 

planning tips” & “what you should expect from school.”
• Individual reflections going forward.



Big picture –School Key Aim 

School Governors and academy 
trust members and trustees have 
an important role in ensuring 
high standards and achievement 
for children and young people in 
their school.

Governance Handbook…..



National picture

•National funding formula (NFF)
•High Needs funding formula (HNFF)
•Guidance from the Education Funding Agency 

(ESFA)
•Shrinking budgets –focus on efficiency/value 

for money



Role of Governors



Role of Governors



Effective Governance

• Ensuring clarity of vision, ethos and strategic
direction;

• Holding executive leaders to account for the
educational performance of the organisation and its
pupils, and the effective and efficient performance 

management of staff; and

• Overseeing the financial performance of the
organisation and making sure its money is well spent

“Governance Handbook”; p.13

Role of Governors



Effective governance is based on six key features: 

1. Strategic leadership that sets and champions vision, ethos and 
strategy. 

2. Accountability that drives up educational standards and financial 
performance. 

3. People with the right skills, experience, qualities and capacity. 
4. Structures that reinforce clearly defined roles and responsibilities. 
5. Compliance with statutory and contractual requirements. 
6. Evaluation to monitor and improve the quality and impact of 

governance

“Governance Handbook” p.13

Role of Governors



Key Financial tasks



3rd Key strategic role -
Key financial roles:

• Manage the school budget-these are public funds

• Decide on how to spend the delegated school budget, depending on any conditions 
for maintained schools (set out in the local authority scheme for financing schools) 
or academies

• Be consulted by their local authority on funding

• Ensure accurate school accounts are kept

• Determine the number & type of staff & a pay policy in accordance with the School 
Teachers` Pay & Conditions

• Act as a `critical friend` to the headteacher by providing advice, challenge & support



Strategic Financial Tasks

• Approval of the Annual budget
• Approval of the Financial 

Management Plan/Policy
• Setting financial priorities though 

the School development plan
• Determination of the staff 

compliment and pay policy for the 
school

• Approval of a Best Value statement
• Internal financial procedures -

authorisation of non budgeted 
expenditure and virements, based 
on the Financial Management 
Policy (see above) 



Financial Skills



Financial Skills
• Governors have collective responsibility for important financial 

decisions in the schools and are answerable to parents and the wider 
community.

• Do you have the right financial skills on the Governing body?
• How do you know?
• https://www.gov.uk/government/publications/schools-financial-value-

standard-sfvs



Financial Skills



SFVS checklist



SFVS Checklist



For Academies: FMGS



For Academies: FMGS



Delivery of school finances



• Funding Formulae – local and national
• National funding formulae

• Each school then sent its allocation via the funding certificate from the Local 
Authority.
• Governors + HT + Consultants(?) then allocate the funding as they feel it 
should be.

“Under a ‘soft’ system, we use the national funding formula to set notional
budgets for each school. These are aggregated to give the total schools block &
budget for each local authority. You can see the notional budget for each
school, and the aggregated schools block funding for each local authority,
published alongside this document. For the next two years, local authorities
will continue to set a local formula to distribute their schools block funding, in
consultation with their local schools and their schools forum.
“The national funding formula, DfE, Sept 2017. pp 7 – 8”



National Funding Formula – 2023 - 24

“ The national funding formula for schools 
The basic structure of the schools national funding 

formula (NFF) is not changing in 2023-24. 
For 2023-24, we have changed a small number of the 
existing features of the formula. These are outlined 
below. 
A full description of the 2023-24 formula, in light of 
these changes, is set out in Annex A. ”

NFF 2023/24: p.6



National Funding Formula – 2023 - 24

2023-24 will also be our first year of transition to the direct schools 
NFF – with our end point being a system in which, to ensure full 
fairness and consistency in funding, every mainstream school in 
England is funded through the same national formula without 
adjustment through local funding formulae…….

…..In 2023-24, local authorities will only be allowed to use NFF 
factors in their local formulae, and must use all NFF factors, except 
any locally determined premises factors. 
Local authorities will also be required to move their local formulae 
factors 10% closer to the NFF values, compared to where they were in 
2022-23, unless they are already mirroring the NFF. 

NFF 2023/4: para 5, p.5



How is Finance delivered - 2

For those of you who are interested or 
Qualified – here is the National 
Funding document for maintained 
schools for 2024/25



National Funding Formula 2024 - 25
NFF “Completing our reforms of the National Funding Formula”: NFF 2024/24: p.8
a. Local authorities must move their local formula factor values at least a further 
10% closer to the NFF, except where local formulae are already “mirroring” the 
NFF. For this purpose, local factor values within 2.5% of the respective NFF values 
are deemed to be “mirroring” the NFF. From 2024-25, this 10% requirement will 
also apply to the “fringe factor” for local authorities within the London fringe. 

b. Local authorities must use the new national formulaic approach to split sites 
funding. This will replace the current local authority-led approach. 

c. Local authorities must use the new NFF requirements for growth funding, 
whereby additional classes (driven by basic need) must be funded by at least the 
minimum funding level set out in the funding calculation. 

d. Local authorities must also follow the new NFF requirements for falling rolls 
funding, whereby local authorities can only provide falling rolls funding to schools 
where school capacity survey (SCAP) data shows that school places will be required 
in the subsequent three to five years. The 9 restriction that schools must be judged 
Good or Outstanding at their last Ofsted inspection to be eligible for funding is also 
being removed from 2024-25



•Mainly determined by numbers on roll

•Census taken every term but October one primarily determines 
funding (maintained schools)

•Age of children can be a factor – basically older children worth 
more – Early Years?

•Other factors in local formulae e.g. :
- Condition of premises
- Small school protections etc

• Govt want to get away from these localised factors using the 
national funding formula 



How is Finance delivered – summary tables



National Funding Formula 
2023/24



Factors in the national funding formula



Who sets the budget?



Who sets the budget?

Setting the budget should be done through a process 
of co-operation and discussion with budget-holders

1. Led by School Business Manager/Bursar/Head teacher

2. Finance Committee(s) approves the budget plan

3. Full Governing body/Academy Trust/Local Governing Body 
agrees the final budget for individual schools.



Who sets the budget?

HT/SBM

Finance 
Governors

FGB (or 
LGB if in 
a MAT)



Who sets the budget?



Timetable of tasks



Setting the school budget –annual cycle

The school’s budget is the school’s plan of how it intends to 
allocate resources to achieve its agreed educational objectives 
and priorities

Maintained schools

Academies



Setting the school budget –
annual cycle

Govt determines 
funding for LA and 
communicates this 

– Oct – Feb
March – July (academies)

This is allocated by 
formula and 

communicated to 
schools via the 

funding certificate 
– March

June/July (academies)

HT/Financial consultant 
make up draft budget and 
communicate this to Govs 
indicating amounts they 

feel are required e.g. Nos
of teachers etc – Jan –

April
May – Sept(academies)

Govs meet/discuss 
proposals and agree 

budget. Budget ultimately 
ratified by whole 
Governing Body –

May/June
Oct – Nov(academies)

Governors monitor 
budget (termly?). They 
also undertake specific 

tasks e.g benchmarking. 
– May – March

October – August(academies)



Financial 
processes



Financial Processes

There is no set process for 
governing boards to monitor a 
school's finances. How governors 
choose to do this will depend on 
a range of factors, including:

• Whether it is an academy or 
maintained school

• The size of the school and the 
budget

• The structure of the governing 
board



With your financial management 
policy or your L.A. policy discuss:

a) What are the variables?

b) What tasks does the policy set 
out for Governors?

c) What tasks does the policy set 
out for Headteachers?

d) What tasks does the policy set 
out for Admin Officers/School 
Business managers? 



Strategic role



1. Educational Outcomes

What are we trying to achieve? Where is our school 
currently?

What do we know about our school standards?

 Task  – discuss – do I know? If not how can I find out?

2. School Development plan

 Task  – discuss – what is in it? Why? What are we trying
to achieve?

 Is it costed?



Developing a budget

• “zero-based” budgeting, 
whereby governors start with 
a blank sheet of paper and 
work up costs from nothing to 
support the aims and policies 
of the school?

• “incremental budgeting”, 
where the individual elements 
of the budget are increased or 
decreased depending on the 
funding received and the 
pressures of cost inflation. 



1. What is a “reasonable” balance to carry forward?
2. Planning for the use or retention of balances
3. Protecting private funds
3. Deficits

What is worrying you? (if any of these!)

Task : What if you can’t afford everything you
want to do?

- What about balances and reserves?



Value for money



Value for Money

•Benchmarking -The Department for 
Education (DfE) has created a tool to 
provide schools in England with an 
indication of how financially efficient they 
are. The tool analyses per-pupil income 
and pupil progress data, and gives an 
efficiency rating by comparing the results 
with those of similar schools.

•Contracts/Leasing

•Planned maintenance



Your Financial Management 
Policy –
what does it say (if anything) about:-

•Purchasing procedures
•Planned maintenance
•Income
•School Private fund and its
auditing (annually and to
be reported to Governors)

You may have adopted the Local 
Authority scheme of delegation or 
financial regulations – worth finding 
out if you don’t know…..



Auditing:

1. School budget
2. Private fund (s)
3. SFVS



Statutory obligqations
including budget content 
and potential liability



Budget Content

Always monitor and be aware 
of:
• Pupil Premium
• Sports Premium
• “catch up”/Recovery 

premium (ending March 
2024)

These are ring fenced 
allocations and so need to be 
planned for and monitored 
accordingly.



Task: 
Using your school Budget Plan (or the 
one provided…) -
Create (at least) 5 questions based
on what you have learned today
that you would wish to ask the 
Headteacher (HT)/School Business
Manager (SBM) regarding this plan 



Liability –
maintained schools and academies

Para 56
“The board bears legal 
responsibility for the school(s)’ 
actions. However, individuals are 
generally protected from 
personal liability when acting in 
the course of their duties. 
Provided they act honestly, 
reasonably and in good faith, any 
liability will fall on the board 
even if it exceeds its powers, 
rather than on individuals.”



“The liability of Governors is limited as they cannot be 
personally held responsible for the debts of the Academy 
Trust that have been properly incurred. They can become 
personally liable if they act in breach of their duties and/or 
statutory/regulatory obligations. However, the circumstances 
in which payment would actually need to be made are very 
limited. This view is supported by the Department for 
Education which states on its website that “Personal liability 
will not arise if governors carry out their duty acting in good 
faith.”

Wellers Law group

Liability – academy trusts



Guidance
“The board’s third core function is to oversee financial performance and
make sure money is well spent. It should do this by ensuring it has at least
one individual with specific, relevant skills and experience of financial matters.
However, everyone on the board should have a basic understanding of the
financial cycle and the legal requirements of the school on accountability
and spend. This is important in all schools, but particularly important in MATs
or large schools or federations. Their larger budgets and greater complexity
make it even more critical that the board not only oversees delivery of the
best possible education for pupils, but also provides robust governance to
ensure the viability and efficiency of the organisation through effective
business and financial planning.”

DfE Governance Handbook: Oct 2020



Statutory obligations and focusing on 
finance…..

• Clarity of vision

• Holding the Headteacher
to account

• Overseeing financial performance

• Increasing concern about financial management

• Audit, Schools Financial Value Statement (SFVS)
and Financial Management and Governance Self Assessment
(FMGS)



Budget 
monitoring



Monitoring the budget

• Review expenditure against the planned budget
• Revise expenditure plans where appropriate in the

light of changes
• Take corrective action to ensure planned intentions

are achieved.

Clear, accurate and timely management information
is required. The Governing Board and Finance
Committee should be presented with budget 
monitoring reports on school spending against
approved expenditure on a regular basis.



Monitoring the budget

Activity: review 
monitoring 

information + notes 
and formulate 

questions/plans for 
meeting



Monitoring the budget
Budget Monitoring Report..



Two handouts :-
1. Budget Plan Summary
2. Budget Plan

Task: Using the Budget Plan 
Summary (or your school 

plan)-

• What do we learn about 
school(‘s) priorities?

• What questions could we as 
Governors be asking based on 
this summary?  



What actions might need 
to be planned from this 
balance?



Post Covid – are there 
any “hidden costs” we 
are still paying?



Post Covid

•The same skills and questions as during the pandemic still apply. The “Covid 
Recovery Premium” ends in March 2024

•The pandemic/school shutdowns lasted almost exactly 1 financial year for 
maintained schools and 2 for academies.
However, what specifically was affected during the various lockdowns?

 Did we as a school incurred extra costs e.g extra cleaning, 
equipment such as laptops, staffing costs
 Did we as a school received any additional funding?
What was the net impact of both of the above on our overall 
balance?
What’s the situation going into the new financial year?
Will we continue to incur extra costs? If so for how long

– have we budgeted for this?



This is from the Budget summary which is included with your handouts...
•You can see that in this example the budget is expressed both as 
“actuals” and as a percentage.
•Staffing is the vast majority of your budget (£2,478,924/76.52%). 
Therefore any variation in terms of staffing will have a disproportionate 
impact
•In reality most schools staffing is around 80%



It’s worth running through a hypothetical example  just to illustrate the point:

1. We are monitoring the budget this term with information up to December 2020
2. In a maintained school this is Month 9 (75% of the financial year) – Academies month 4
(33.3% of the financial year)

3. Staffing if on plan should be at 75% of £2,478,924 = £1,859,193
4. If staffing is on 77% appears to be virtually on target however 77% of £2,478,924 
= £1,908,771 a difference of £49,578 (£1,908,771 - £1,859,193)

The impact of changes in staffing is potentially enormous, even if the percentage 
change is very small

Our questions would/could be:
a) Why is this?
b) Is this change specifically related to Covid?
c) Have we any extra funding we can apply for/receive to offset this?
d) Is this going to continue for the rest of the financial year. If yes, what will be the “actual” impact on the end of year?
d) Can we vire funding from other areas to offset this?
e) What other budgets have been directly affected by Covid? – e.g. Cleaning, Resources (go through same process)
f) What is the overall impact on our “bottom line?”



Conclusion including 
“asking the right 
questions.”



• Your role
•

• The financial calendar
• Rules/policy
• The budget- summary, plan
• Reports – termly – how do we receive

them in our school?
• Benchmarking information.......
• The opportunity to ask questions, and

obtain answers from the right people



Best practice

•Asking probing questions
•Appoint link governors with a financial focus to 

monitor areas of school finance e.g. pupil premium, 
internal controls, SEND and its budget

•Undertake finance training



Governors’ handbook: asking the right 
questions….

46. Asking the right questions is equally important in relation to money as it is to educational 
performance. Appropriate questions might include:  

• Are resources allocated in line with the organisation’s strategic priorities? 

• Does the organisation have a clear budget forecast, ideally for the next three years, which 
identifies spending opportunities and risks and sets how these will be mitigated? 

• Does the organisation have sufficient reserves to cover major changes such as re-structuring, 
and any risks identified in the budget forecast? 

• Is the organisation making best use of its budget (e.g. by integrating its curriculum planning 
with its financial planning and using efficiency data to inform decision making)?

• Does the organisation plan its budgets on a bottom up basis driven by curriculum planning 
(i.e. is the school spending its money in accordance with its priorities) or is the budget set by 
simply making minor adjustments to last year’s budget to ensure there is a surplus?



Governors’ handbook: asking the right 
questions….

• What sources of financial data and tools are used to ensure the 
assets and financial resources are being used efficiently?

• How can better value for money be achieved from the budget? 

• Is the organisation complying with basic procurement rules and 
ensuring it gets the best deal available when buying goods and 
services in order to reinvest savings into teaching and learning 
priorities? 

• Is the organisation taking advantage of opportunities to 
collaborate with other schools to generate efficiencies through 
pooling funding where permitted, purchasing services jointly and 
sharing staff, functions, facilities and technology across sites?



Education & Skills Funding Agency

Top 10 planning check for Governors

1. Staff pay as percentage of total expenditure
2. Average teacher cost
3.Pupil to teacher ratio (PTR)
4. Class sizes
5. Teacher contact ratio
6. Proportion of budget spent on the leadership team
7. 3 to 5 year budget projections
8. Spend per pupil for non-pay expenditure lines compared to 
similar schools
9. School improvement plan priorities and the relative cost of 
options
10.List of contracts with costs and renewal dates



Next steps
• So what are you going to do when you get back to 

school?

▫Activity/Task: Based on what you have 
thought about today, prioritise 5 key 
tasks/actions



• Do ask them!
• How is it going?
• Questions to ask about the budget
• Questions to ask about monitoring

reports
• Questions to ask about audit , SFVS

and FMGS

Questions to ask me!!!



Thoughts or questions...?



Governor Support Service
Based in Hillingdon and

supporting governors and clerks
throughout the borough and beyond

Email: office@governor.support

Phone: 01895 717321
...

Website: www.governor.support


