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	Why Budget Monitoring and Reporting is Important

In part, good financial management in schools is about keeping track of where the money is coming from and where it has gone. Effective budget monitoring reports provide vital information about spending patterns that help management to make realistic forecasts of year-end under or overspends. Clearly effective monitoring is in part a result of effective budget setting in the first place, so it makes sense to read this summary after you have read Summary S3.1 on Budget Setting and the associated guidance. 
Key Benefits of Monitoring and Reporting on the Budget 

It is essential to monitor the budget closely because:

· the school may raise/earn or receive more funding during the year than was budgeted for. Through effective monitoring of the budget, the school will be aware of this and will then be able to reconsider some requests for additional expenditure which were put on hold originally

· unexpected expenditure may occur, e.g. building works in the summer may overrun budget, or additional members of staff may be required. Good monitoring of the budget will enable this to be identified and management can readjust future spending plans to avoid overspending

· there may be a shortfall in expected income from, for example, lettings or bank interest, or because the pupil roll is lower than forecast. Good monitoring of the budget will enable this to be identified and management can readjust future spending plans to avoid overspending.
Budget Monitoring Good Practice 

A school that is well managed financially will report different levels of detail, with a suitable narrative explanation to different users. The report will be in an easy to understand format that can be automatically generated from base financial records. Governors and managers will review the information and take appropriate actions to ensure that net spending remains within the available budget.

Levels of Detail: A school that is managed well financially will produce monitoring reports

with different levels of detail. These will include:
· a summary cost centre report, in the same format as the annual budget, providing a summary of income and expenditure for each cost centre

· an overall financial summary report (drawing on the cost centre data) which can easily be understood by the Governing Body and the Head Teacher and that meets the requirements of the Consistent Financial Reporting Framework. 

Format for Reports: Both of these monitoring reports will probably have six or seven columns giving information about the following:

· annual budget (approved by Governors)

· new commitments (where orders have been placed but an invoice for the work is awaited)

· invoiced (unpaid invoices)

· actual spend to date (paid out of the school bank or by LA)

· percentage of the budget spent (commitments +unpaid invoices +spend/budget)

· proportion of the budget left to cover new commitments

· end-of-year projections (these should be made in consultation with managers, rather than being statistical extrapolations).
Note that these column headings are not in any way prescriptive, and the many similar formats in use will be equally acceptable. In particular, many schools include a profile (expected spend/income to date) column to give an early warning if any part of the budget appears to be out of line with expectations.

Automating the Process: A school that is managed well financially will automate the production of the numeric budget monitoring reports as much as possible, by either:
· using the reporting functions provided in school finance software packages, or

· down loading data from less flexible systems into linked spreadsheets that automatically pick up and summarise cost centre codes.
Narrative Report: Because the reports themselves are purely numeric it is good practice to include a brief narrative covering report that highlights for readers (Governors or Senior Managers) what the main variations are, briefly explains the reasons for the variations and suggests what would be appropriate corrective action. 

Review and Subsequent Action: For the process to be effective, it is crucial for Governors and managers to review the budget monitoring reports, consider the forecast over and under spends and take the action necessary to ensure the actual net expenditure out turn is affordable, given the schools resource levels.

Cash Flow Monitoring: For any “cheque book” school with its own bank account, managing its cash flow should be part of the monthly financial management procedures and completed as part of the month end close down process. To assist with this a cash flow monitoring pro forma is also provided with this Toolkit.


	For more help with budget monitoring and reporting Click Here (R47). This will take you to a short guide on “Preparing Financial Monitoring Reports” prepared specifically for this Toolkit. The guide:

· Details the benefits of effective budget monitoring

· Includes example budget monitoring reports from a good practice school

· Explains how to produce such monitoring reports

· Stresses the value of succinct narrative covering reports

· Emphasises the importance of taking management action in response to the forecasts in the monitoring reports.
Click Here to access the Budget Setting Summary (S3.1).

Click Here to access the summary level reporting pro forma (R142). 
For help with the presentation of your cash flow monitoring reports Click Here (R23A). This will take you to a cash flow pro forma prepared for this Toolkit. It allows you to record your initial forecast and then at monthly intervals record actual cash flows in comparison to the plan.



Web: � HYPERLINK http://www.dcsf.gov.uk ��� HYPERLINK http://www.fmsis.info ��www.fmsis.info��


Email: � HYPERLINK "mailto:financial.management@dcsf.gsi.gov.uk" ��financial.management@dcsf.gsi.gov.uk�








S 5.1 - BUDGET MONITORING AND REPORTING





April 2009





IPF





Web: � HYPERLINK http://www.ipf.co.uk ��www.ipf.co.uk�


Email: � HYPERLINK mailto:info@ipf.co.uk ��info@ipf.co.uk�








�





�








Page 2 of 4

