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Definitions 

Note: these terms are standard throughout all policy documents and are designed to provide clarity 

Section 1: The MAT 

“the Academy Trust” and “Trust” 

“the Board” 

“the Directors”                                                 
 

“Finance Committee” 
 

 “Accounting Officer”  

 
“Chief Finance Officer” (CFO) 

 

 

“Trust Business Manager” (“TBM”)  
 

“Leadership Team” 

mean the Heath Academy Trust Company. 

means the Board of Directors of the Heath Academy Trust Company. 

refers to the group of (up to 12) Directors who make up the Board, and who are 
also the Heath Academy Trust’s “Trustees” under charity law.  

refers to the Finance and Audit Committee formed by the Board to manage the 
financial affairs of the Trust. 

is a role held by the Chief Executive Officer (“CEO”) of the Trust, and one which 
includes a personal responsibility for the financial resources under the Trust’s 
control.   He is accountable for the Trust’s financial affairs. 

is the Trust’s finance director, and also the Trust Business Manager, to whom the 
Accounting Officer delegates responsibility for delivery of the Trust’s financial 
processes and reports , and for the oversight and consolidation of the Academies’ 
financial data. 

Fulfils the CFO role within the Trust, including compliance and statutory returns, as 
described in the Academies’ Financial Handbook. 

is a team representing the Academies, consisting of the Headteachers and the 
CEO, and the TBM. 

A full description of the positions listed and their responsibilities will be found in the current Academies’ Financial Handbook 

Section 2: The Schools 

“Academy” 

“Academies” 

“School”  

“Finance Officer” 
 

“Governor” 
 

 “Headteacher” 
 

“School’s Leadership Team” 

One of the six schools making up the Heath Academy Trust. 

All of the six Academies. 

means an Academy within the Trust. 

The person responsible for the day to day management of an Academy’s financial 
operations. 

means a formally elected and appointed member of a School’s Governing Body 
(generally referred to as the LGB).  

mean the senior person at an Academy who may also be an Executive 
Headteacher and / or elected as a Director of the Board. 

A group within each School consisting of the Headteacher, senior staff and the 
local Governing Body. 
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Reserves Policy 
1.0 Purpose 
1.1 Implementation of a reserves policy for The Heath Academy Trust will help to ensure the 

stability of the Academy’s financial operations. Maintaining an appropriate level of financial 
reserves is considered essential in mitigating the effect of financial risk in the Schools. 

2.0 Goals 
2.1 In general it is considered prudent to maintain a level of useable reserves sufficient to cover 

unexpected and unplanned events so that the academy’s primary objective is preserved. At 
the same time the Trustees wish to ensure that it uses its funding to benefit the students in its 
care which implies an imperative to consider actively the use of reserves to enhance 
educational provision. 

2.2 In deciding the level of reserves trustees will take into account the following: 

• Uncertainty, turbulence or expected one-off reduction in funding arrangements. 

• The need for any large project spend to include facilities development, ICT investment or 
building condition needs. 

• Fluctuations in pupil numbers. 

• Cash flow issues. 

• The Trust’s consolidated annual budget. 

2.3 In general, reserves should be sufficient to cover at least one month’s Trust regular 
expenditure plus any imminent commitments on capital spend (See Appendix A) 

3.0     Restricted Reserves  
3.1 Restricted reserves are derived from the main funding for the individual Academies which is 

the General Annual Grant and other funds that are received for a specific project or purpose. 
These funds are restricted for use according to the funding agreements of donors’ 
instructions.  

3.2 The Directors have determined that the appropriate level of reserves which should be held for 
non-earmarked expenditure equates to 20% of total restricted funds. This level provides 
sufficient working capital to cover delays in the spending and receipt of grants and to provide 
a cushion for unexpected emergencies. 

3.3 The Trust Board reserves the right to recover balances held above the limit determined in 3.2 
above if it is felt that such additional surpluses are not appropriately earmarked and do not 
form part of a robust strategic financial plan.  

3.4 The Trust Board will ensure that any reserves recovered from Schools under 3.3 above will be 
used for the benefit of all Schools and by agreement of the Trust Board and Leadership 
Group. 

3.5 A definition provided by the external auditors in their 2016 Audit Report is reflected in 
Appendix A. 
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4.0 Unrestricted Reserves 
4.1 Unrestricted reserves derive from surpluses arising from the individual Academy’s activities 

for generating funds, investment income and other donations which are expendable at the 
discretion of the Directors in furtherance to achieve the objectives of the school.  Currently, 
the Trust does not impose a limit for unrestricted reserves; however, Schools are encouraged 
to demonstrate how unrestricted reserves are to be utilised for School Development and 
Financial Management Plans.   

4.2 A definition provided by the external auditors in their 2016 Audit Report is reflected in 
Appendix A. 

5.0 Reporting and Monitoring 
5.1 The LGBs are responsible for ensuring that the level and use of both restricted and 

unrestricted reserves is monitored. 

5.2 Each School will maintain a medium term financial forecast which will show how end of year 
reported reserves will be utilised. 

5.3 The Finance Committee will monitor the use of exceptional reserves determined in 3.3 above 
within agreed timescales 

6.0     Review of Policy 
6.1 The policy will be reviewed annually or sooner if warranted by internal or external events or 

changes. The Board must approve all changes. 
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Appendix A: 2016 Audit Report 

 

The 2016 Audit Report prepared by Albert Goodman LLP contained no audit comments related to the 
Trust’s reserves, and awarded an unmodified opinion on the financial statements. 

 

The Report contained the following paragraph as advice to the Trust: 

“The academy’s [stated] aim is to use the allocated funding each year to the full benefit of its 
students.  However, we also consider it necessary to carry forward reserves to: 

• Provide sufficient working capital to cover delays between spending and receipt of grants; 

• Invest in future years’ priorities for the children of the schools, for example capital projects, 
and have plans in place for how this will be spent over the next three years; 

• Have a contingency reserve to cover expenditure required for unforeseen circumstances such 
as urgent maintenance.” 

 

  The Report also provided the following definitions of reserves: 

• Unrestricted income funds represent those resources which may be used towards meeting 
any of the charitable objects of the academy trust at the discretion of the trustees. 

• Restricted fixed asset funds are resources which are to be applied to specific capital purposes 
imposed by the funders where the asset acquired or created is held for a specific purpose.   

• Restricted general funds comprise all other restricted funds received with restrictions 
imposed by the funder / donor and include grants from the Education Funding Agency and 
Department for Education. 
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