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 THIS YEAR’S REVAMP of 
the Academies Financial 
Handbook (AFH) starts with an 

executive summary from Lord Agnew, 
parliamentary under-secretary of 
state for the school system, paying 
“particular tribute to the chairs and 
non-executives of academy trusts who 
do this vital work unpaid”. 

We know governance has not always 
been valued, so it is pleasing to see this 
key document start by emphasising the 
critical role governing boards play. 

Two areas that NGA has been 
concerned about for some time are 
strengthened in this edition: executive 
pay and related-party transactions. 
This follows the speech at the NGA 
conference of the secretary of state for 
education, Damian Hinds, emphasising 
plans to tackle ‘excessive’ salaries and 
announcing a ‘crackdown’ on academy 
trusts handing out contracts to family 
and friends (see p8). 

Executive pay
The section on executive pay receives 
signifi cantly more emphasis following 
letters from both Lord Agnew and Eileen 
Miller, CEO of the Education and Skills 
Funding Agency (ESFA), detailing new 
requirements for ensuring boards are 
rigorous in setting appropriate and 
justifi ed pay levels. 

Specifi cally, the AFH now requires 
trust boards to ensure their approach is 
transparent, proportionate and justifi able, 
detailing the process used for setting pay, 

how this is scrutinised and 
decided, how defensible the 
pay level is, and the need to 
record the documentation 
and evidence used. It 
is made clear the ESFA 
can challenge pay levels 
it deems inappropriate. 
This also includes the need to 
publish the gender pay gap.

From 1 April 2019, trusts must report 
all related-party transactions to the ESFA 
ahead of the transaction taking place 
and, more importantly, must seek prior 
approval from the ESFA for transactions 
over £20k. 

Avoid conflicts
NGA welcomes the tightening of these 
rules as a step in the right direction, 
but our position has always been that 
related-party transactions should be 
an exception rather than the norm. 
Academy trustees should avoid confl icts 
altogether where possible, rather than 
seek to manage them. 

Financial oversight is one of Lord 
Agnew’s priorities and the new AFH 
refl ects this. It requires trusts to provide 
management accounts – something 
trusts should already be producing – and 
share these with the chair of the trust 
board every month and at least six times 
a year with other trustees. 

The reporting should be proportionate 
to the size of the trust. The board 
then considers these at each meeting, 
irrespective of the trust’s size, with 
an expectation to use this reporting 
requirement to address concerns. 

The monthly management accounts 
should be prepared to show variance 
across budgets and a cash-fl ow forecast 
with suffi cient information to manage 
cash, creditors and debtors. However, 
the AFH doesn’t specify exactly what 
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‘suffi cient information’ 
looks like. NGA’s view is 

that this is for the trust to 
determine. The trust board and 

fi nance director will need to determine 
how best to meet the requirement in your 
trust’s context.   

While the fi nance committee will 
consider the fi nancial position of the 
trust and management accounts in 
forensic detail, it is not unreasonable for 
the fi nancial position of the trust to be a 
standing item on the agenda of the main 
trust board. All trustees need to have a 
clear view of the fi nancial position, but 
not all trustees have to have the same 
detailed knowledge as the members of 
the fi nance committee.  

The AFH says that the management 
accounts should be considered by the 
trustees at their meetings, but again 
it is for the trust to decide whether the 
level of paper going to the full board of 
trustees should be the same as that going 
to the fi nance committee.    

The document also says that where 
trust boards are not meeting six times 
a year, they need to explain in their 
governance statement how they are 
effectively scrutinising the fi nancial 
position of the trust. Again, if the trust 
board is confi dent that appropriate 
monitoring and oversight is taking place 
and you only meet three times a year, 
you should be able explain 
how this is happening. 
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