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Strengthen Financial Stability with Smart Revenue Reserve Strategies,

KEY TAKEAWAYS

= Revenue reserves are a portion of net profits saved for a financial buffer.
Adequate revenue reserves can make or break a MAT in the face of
uncertainty.

= Keep at least three to six months of operating expenses in a general
reserve account.

» Reserves are listed on the balance sheet and indicate financial health and
position.

Today, more than ever, Multi-Academy Trusts (MATSs) face increasing pressure to
maintain financial resilience while delivering excellence in education.

Understanding and effectively managing revenue reserves is crucial in achieving
this balance.
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Understanding Revenue Reserves in
Multi-Academy Trusts

Revenue reserves represent the accumulated surplus of income over expenditure
that MATs maintain as financial cushioning.

Think of them as your trust’s savings account - funds set aside for future needs,
unexpected challenges, or strategic investments.

These reserves typically come from careful budgeting, efficient resource
allocation, and efficient financial management across all academies within the
trust.

You can keep them general - to use for various purposes- or designate them for
specific purposes through appropriation.

The Importance of Building Revenue
Reserves

Building strong revenue reserves isn’t just about having a safety net - it’s about
creating a foundation for sustainable growth and educational excellence.

In the education sector, where funding can be unpredictable, and costs
continuously evolve, maintaining healthy reserves enables MATSs to:

» Navigate unexpected financial challenges without compromising
educational quality

= Respond to emergency maintenance or infrastructure needs

» Bridge temporary funding gaps without disrupting operations

= Invest in strategic opportunities for improvement and growth

Take, for instance, a boiler failure in one of the schools in the winter.

With adequate revenue reserves, you can replace the heating system within a few
days to ensure minimal disruption to student learning.
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Benefits of Financial Reserves for MATSs
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- Enhanced Financial Stability

Strong revenue reserves protect against funding fluctuations and
unexpected expenses. With changing conditions, you must be ready for
anything.

Capital loss can be devastating if you experience a significant drop in
projected student numbers because of changes in your local demographic.

But, with healthy reserves and GAG pooling, you can maintain your
staffing levels and educational programs while adapting their long-term
strategy.

- Strategic Flexibility for Growth

With adequate types of reserves, MATs can pursue business expansion
opportunities when they arise.

You can fund innovative programs through exemplary financial
management by reinvesting a portion of a company’s profit.

For example, using reserves to fund a new STEM program across your
secondary schools enhances your educational offering without requiring
external funding.

- Strengthened Stakeholder Relations

Sound financial statements showing well-managed revenue reserves build
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confidence among stakeholders.

This extends beyond basic dividend distribution considerations to
encompass the trust’s overall internal finance and liquidity management
approach for a clearer picture of its financial position.

Parents feel assured about their children’s educational future, staff
members appreciate greater job security, and suppliers prefer working
with financially stable institutions.

This generates a positive cycle of trust and collaboration that benefits the
entire educational community.

In the complex ecosystem of educational finance, well-managed
reserves act as both shield and catalyst: protecting against uncertainty
while powering transformation.

The true measure of successful reserve management lies not in the size
of the fund, but in its strategic deployment to elevate educational
outcomes.

Strategies for Strengthening Revenue
Reserves

. Zero-Based Budgeting Implementation

Modern MATs are finding success with zero-based budgeting approaches.

It's possible to revolutionize your financial planning by requiring each
department to justify its spending annually.

Doing so allows you to easily identify potential savings across your
network to redirect to your reserve fund while maintaining educational
excellence.

If you don’t implement ZBB, at least make a concentrated effort to reduce
both fixed and variable expenses to add more profit.
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- Multi-Year Financial Planning

Successful MATs develop comprehensive three-to-five-year financial year
projections that consider various scenarios.

This approach helps identify potential challenges and opportunities well in
advance, allowing for more strategic reserve management decisions when
planning future contingencies and long-term projects.

Creating a Reserve Management
Framework

Developing a comprehensive framework ensures consistent, strategic reserve
management.

At its core, this framework must include well-defined policies that guide decision-
making while maintaining flexibility for changing circumstances.

- Establish Clear Reserve Policies

Define specific triggers for using reserves and set minimum balance
requirements based on risk assessment and operational needs.
Purpose Definition

Your reserve policy should clearly articulate why the trust maintains
reserves.

Structure it around key strategic objectives, such as:

= Supporting educational continuity during funding fluctuations
» Enabling strategic investments in teaching and learning

= Providing resilience against unexpected challenges

= Supporting planned maintenance and improvement programs

Setting Reserve Parameters

Successful MATs establish clear boundaries for reserve management.



Ideally, you should have:

Minimum Reserve Levels: These should reflect your trust’s unique risk
profile, considering factors such as estate condition, student
demographics, and funding stability.

Maximum Reserve Levels: While maintaining healthy reserves is
crucial, excessive reserves might indicate missed opportunities for
educational investment.

Your policy should define upper limits that trigger strategic investment
reviews.

Trigger Points: Establish clear conditions for reserve utilization.

Define specific scenarios where reserves can be accessed, from
emergency maintenance to strategic opportunities, each with its own
approval pathway.

Implementation Procedures

Your reserve policy should outline clear processes for:

Reserve Monitoring: Define regular review cycles, typically quarterly,
with specific metrics tracked and reported.

The Phoenix Academy Group, for instance, monitors reserve levels against
predetermined benchmarks, triggering automatic review processes when
certain thresholds are reached.

Decision-Making Authority: Create clear approval hierarchies for
reserve utilization. This might include:

= Headteacher authority for small, urgent needs

» Trust board approval for strategic investments

= Emergency procedures for critical situations
Reporting Requirements: Establish comprehensive reporting protocols
that ensure transparency and accountability.

Leading MATSs typically include:



= Monthly reserve level updates

» Quarterly utilization reviews

= Annual strategic reserve assessments
» Stakeholder communication plans

- Policy Review and Adaptation

Your reserve policy shouldn’t remain static. Review your policy annually,
considering:

Market Changes

Bl Policy Review and Adaptation

Market Changes: How Have External Factors Affected Reserve Requirements?
This Includes Changes In:

© Funding Landscapes

@ Regulatory Requirements

|:| |:| © Educational Technology Needs
D D @ Infrastructure Costs
PLANERGY

How have external factors affected reserve requirements?
This includes changes in:

» Funding landscapes

= Regulatory requirements

» Educational technology needs
= Infrastructure costs

Organizational Evolution
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As your MAT grows or changes, your reserve requirements may shift.
Consider:

» New academy acquisitions

= Changed demographic profiles
= Evolving strategic priorities

» Enhanced risk factors

Performance Analysis
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Regular assessment of policy effectiveness should examine:



= Historical reserve adequacy

» Response to past challenges

= Support for strategic initiatives
» Stakeholder feedback

- Communication and Integration

Effective reserve policies require broad understanding and support across
your organization.

Consider how the Pioneer Trust integrates their reserve policy into
broader financial planning:
Strategic Alignment

Ensure your reserve policy supports and reflects your trust’s strategic
plan. This includes:

= Educational improvement goals

= Infrastructure development plans
» Digital transformation initiatives
= Talent development programs

Stakeholder Engagement
Build understanding and support through:

» Regular board updates

= Staff awareness programs

= Parent communications

= Community engagement initiatives

Achieving Financial Stability Through
Revenue Reserves

The journey to financial stability requires a delicate balance between maintaining
adequate reserves and investing in educational improvement.

Progressive MATSs regularly review their reserve levels, considering factors such
as building condition surveys, technology refresh cycles, and demographic



projections.
MATSs should:

= Regularly review and adjust reserve levels based on changing
circumstances

= Maintain transparency in reserve management decisions

» Balance immediate needs with long-term financial health

Revenue Reserves: A Pillar of Financial
Health in Education

Strong revenue reserves enable MATs to weather economic uncertainties while
maintaining high educational standards.

It's a good idea to have at least three months’ worth of operating activities costs
in a retained earnings account to ensure adequate working capital cash flow in
the event of an unexpected expense or change in circumstance.

How Revenue Reserves Support Long-
Term Planning in MATSs

Effective long-term planning becomes possible with adequate reserves.

For instance, consider using reserves to implement a five-year professional
development program for your teaching staff.

You may find it improves student outcomes and staff retention rates. It’s a
strategic reinvestment that demonstrates how reserves can drive sustainable
improvement.

Revenue Reserve Best Practices
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- Regular Assessment and Review

Successful MATs conduct quarterly reserve reviews considering current
needs and future challenges.

These reviews should examine risk factors, industry benchmarks, and
changing educational requirements to ensure appropriate reserve levels.

- Strategic Communication

Transparency in reserve management builds trust with stakeholders.

Regular updates about reserve levels and usage decisions help maintain
confidence in the trust’s financial management while demonstrating
responsible stewardship of public funds.

- Ensure Strategic Alignment

Link reserve decisions to educational objectives.

For instance, if you want to improve STEM programming, work on a
specific reserve allocated to updating classroom equipment, new
curriculum, etc.

Align reserve usage with trust development plans.

If you plan on expanding the trust, make financial choices that allow you
to hold onto as much reserve as possible to support that expansion.

Consider long-term sustainability in all decisions.



If you're planning on expanding the trust, but a major expense must be
handled before you can do that, it doesn’t make sense to hold onto reserve
funding for expansion in favor of ignoring a more pressing issue.

Future-Proofing MATs: The Role of
Revenue Reserves

Looking ahead, revenue reserves will become increasingly important as MATSs
navigate:

» Growing operational complexities

= Evolving educational requirements

» Changing funding landscapes

» Increasing competition for resources

Success in managing revenue reserves requires a balanced approach -
maintaining sufficient funds for security while ensuring resources are effectively
deployed to support educational excellence.

By following these guidelines and maintaining a strategic focus, MATs can build
the financial resilience needed to thrive in tomorrow’s educational landscape.

Remember: Healthy revenue reserves don’t just protect against risks - they
enable growth, improvement, and educational innovation opportunities.

The key lies in balancing prudent saving and strategic investment in your trust’s
future.

Strong revenue reserves protect against short-term challenges and enable long-
term business expansion and educational innovation projects.

MATs can build the financial stability needed to thrive in tomorrow’s educational
landscape while meeting all legal requirements and stakeholder expectations
through careful financial management of retained earnings and specific reserves.



What'’s your goal today?

1. Use PLANERGY to manage purchasing and accounts
payable

We’ve helped save billions of dollars for our clients through better spend
management, process automation in purchasing and finance, and reducing
financial risks. To discover how we can help grow your business:

» Read our case studies, client success stories, and testimonials.

» Visit our Accounts Payable Automation Software page to see how
PLANERGY can automate your AP process reducing you the hours of
manual processing, stoping erroneous payments, and driving value across
your organization.

= Learn about us, and our long history of helping companies just like yours.

Book a Live Demo

2. Download our guide “Preparing Your AP Department For
The Future”

Download a free copy of our guide to future proofing your accounts payable
department. You'll also be subscribed to our email newsletter and notified about
new articles or if have something interesting to share.

download a free copy of our guide

3. Learn best practices for purchasing, finance, and more

Browse hundreds of articles, containing an amazing number of useful tools,
techniques, and best practices. Many readers tell us they would have paid
consultants for the advice in these articles.
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