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Executive Summary

This report provides an annual update regarding Maintained School Balances as at 31st March 2016.

Schools Forum Actions

To note:
1. The school balances at the end of 31st March 2016 in particular those schools with a deficit and at a financial risk.
2. That all schools are required to have an agreed plan of commitments in place with the Council   for the excessive balance and schools with a projected deficit balance are required to have an agreed recovery plan in place to deliver a balanced budget with an agreed timescale.

3. That a follow up report of the schools commitments and the deficit recovery plans will be presented to the Schools Forum in September 2016.    

1.
School Balances at the end of 31st March 2016

1.1
The year-end balances held by schools show a reduction of £1.2m from £21.1m to £19.9m. A summary of the total and average balances held at the end of the 2015-16 financial year is provided in the table below:  

Table 1: Schools’ Balances at March 2016 
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positive 
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£ £ £ £ £

Nursery 5 383,930 770,000 -187,142 301,636

Primary 62 14,858,390 240,000 -161,518 1,468,590

Secondary 3 2,915,611 972,000 133,395 1,657,449

Special* 9 1,765,037 196,000 -61,265 422,802

Total 79 19,922,968




Please note the data in table 1: 

· Includes Revenue and Capital balances

· Special schools includes hospital schools and the Pupil   Referral Unit

· Excludes balances held by academies

1.2
A comparison of the total revenue and capital balances held by schools over the past three years is provided in the table below. 

Table 2: 3 Year Trend Analysis of Schools Balances 
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Nursery Schools 5 383,930 324,141 432,765

Primary Schools 62 14,858,390 15,459,634 13,786,983

Secondary schools 3 2,915,611 3,158,972 2,299,335

Special Schools* 9 1,765,037 2,140,078 1,858,968

Total 79 19,922,968 21,082,825 18,378,051


1.3
Table 2 Includes PRU and Hospital Schools.  Appendix A contains a list showing each school’s balances, key issues to note are:

i. There are 79 schools with total balances of £19.922m 

ii. There are 9 schools with deficit balances ranging from £14,996 to £187,243.

iii. The surplus balances range from £10,889 to £1.468m. 

1.4
The Schools Finance Team (SFT) will be monitoring and working with these schools during 2016-17 as explained later in this report. 

2.
Controls on Surplus Balances

2.1
Southwark has continued to adopt controls on surplus balances using thresholds of 5% for secondary schools and 8% for other schools. A breakdown of the number of schools holding balances in excess of the threshold by phase is outlined in the table below: 

Table 3: Schools in Excess of Agreed Threshold 
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2015-16 

No.

2014-15 

No.

2013-14 

No.

Nursery 4 2 3

Primary 30 38 30

Secondary 2 3 2

Special 6 7 7

Total 42 50 42


2.2
A breakdown of the level of balances held as a percentage of the budget share is provided in the table below:
Table 4: Balances as a Percentage of Budget Share
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>50% 3 2

26-50% 6 5

16-25% 15 11

11-15% 14 20

6-10% 24 22

<5% 17 19

Total 79 79


3.
Action Regarding Excessive School Balances

3.1
Up until 2010 local authorities had to have a balance control mechanism in their Scheme for Financing Schools. This was relaxed and the regulations amended as contained in the December 2015 statutory guidance from the DfE 'Schemes for Financing Schools' which states:

'Controls on surplus balances: The scheme may contain a mechanism to claw back excess surplus balances. Any mechanism should have regard to the principle that schools should be moving towards greater autonomy, should not be constrained from making early efficiencies to support their medium-term budgeting in a tighter financial climate, and should not be burdened by bureaucracy. The mechanism should, therefore, be focused on only those schools which have built up significant excessive uncommitted balances and/or where some level of redistribution would support improved provision across a local area.'
3.2
Schools are also required by the Schools Financial Value Standard (SFVS) to have a clear plan for reserves and balances they hold.  This plan should be submitted to the council by 30th June each year.

3.3
As part of the Council’s controls the Schools Finance Team (SFT) has requested details from every school regarding their balances and the purpose for which they are held. This will be analysed during June and July and reported to a future schools forum.
4.
Schools Beginning 2016-17 with Deficit Balances

Definition of Financial Difficulty

4.1
In addition to the statutory roles of the council to set school budgets, collect and collate the revenue and capital annual outturn figures, for consolidation in the council's balance sheet, it has a duty to review and monitor the financial 'health' of maintained schools in terms of their budget pressures and ability to manage day to day cash flow.

4.2
A number of tests are applied to identify any school that might be in financial difficulty through analysing and monitoring:

· Annual outturn

· Level of balances and change between financial years 

· Annual expenditure plans (AEPs) to identify potential cash flow 'pinch points'

· Numbers on roll

4.3
The schools with deficit balances at the year end of 31st March 2014 and 2015 are:
Table 5: 2 Year Trend Analysis of Deficit Balances
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2014-15

Nursery 1 2

Primary 6 1

Secondary 0 0

Special 1 0

Total 8 3


4.4
The size of these deficits range from £14,996 to £187,242. In 2014/15 there were 3 schools in financial difficulties this has now increased to 8.  The Schools Finance Team would need to work with the schools to understand why these have occurred and the management action required to mitigate any future deficits.  

5.
Schools Potentially at Risk of Developing Deficit Budgets

5.1
As indicated above, a reduction in numbers on roll (NoR) between years can contribute to financial pressures on schools and create financial difficulties. The table below shows those schools that suffered a reduction of 5% and above on the NOR from 2015/16 to 2016/17.

	Range
	Nursery
	Primary
	Secondary
	Special
	Total Number of Schools

	5%-7%
	1
	3
	0
	0
	4

	>7% - 10%
	1
	2
	0
	1
	4

	>10% - 13%
	0
	0
	0
	0
	0

	>13%
	1
	1
	0
	1
	3

	Total
	3
	6
	0
	2
	11


5.2
The SFT, working in conjunction with the Schools Standards Team, will be contacting these schools to discuss and review their financial position and ensure robust plans are in place to cope financially with the pupil number reductions.

5.3
School Forum in October 2015 agreed criteria for assistance which is set out below. The eight schools in deficit at the end of 2015-16 have been contacted to obtain their recovery plans. SFT will continue working with the schools through the actions identified above. As a last resort the criteria shown below will be used to determine whether additional funding from the Schools in Difficulty budget could be provided to the school.  

5.4
Criteria for assistance
A school moves into deficit, has a robust Deficit Recovery Plan and a new Head teacher is appointed and the deficit is more than 2.0% of the total funds available to the school

A school moves into deficit, has a robust Deficit Recovery Plan and the deficit is more than 2.5% of the total funds available to the school

Re-organisation of the school’s staffing is required to address school improvement priorities, and/or in order for the school to remain in, or get back into, a balanced budget position

A school within 1.5km of a major regeneration project in Southwark experiences a roll reduction that requires additional support

5.5
Remedial Action and Support
Where the above analysis reveals schools that might be facing financial difficulties the council's school finance team (SFT) will meet with the head and finance business manager/bursar to discuss possible courses of action that could include:
· Requesting a three year annual expenditure recovery plan including repayment of any deficit

· Identifying  where cash flow problems might arise and agree a cash advance and an  emergency loan

· Increasing regular monitoring

· Informing schools standards team regarding continuing reduction in pupil numbers thereby reducing DSG funding

· Suggesting school applies to the Schools in Difficulty Panel for additional funding from the de-delegated budget.

       

Table A: Nursery Schools

[image: image6.emf]School Number Closing balance* NoR

1 -187,243 69

2 10,889 75

3 56,326 175

4 202,321 57

5 301,637 154

Nursery Schools 383,930 531


Table B: Primary Schools


[image: image7.emf]School Number Closing balance* NoR

1 -161,518 486

2 -78,650 314

3 -76,487 444

4 -71,030 375

5 -42,852 537

6 -28,777 424

7 -14,996 311

8 22,476 201

9 32,001 415

10 32,969

212

11 50,714 204

12 53,541 196

13 58,879 220

14 63,503 418

15 68,327 204

16 69,295 207

17 71,719 306

18 85,757 199

19 90,788 226

20 91,006 386

21 109,698 304

22 114,057 198

23 115,877 157

24 133,204 431

25 137,588 405
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26 143,053 202

27 146,663 185

28 167,241 317

29 177,940 418

30 180,839 130

31 188,817 491

32 198,248 362

33 198,625 254

34 205,808 165

35 206,628 272

36 207,977 265

37 209,302 196

38 209,332 200

39 211,476 200

40 212,414 209

41 215,943 493

42 251,934 401

43 258,189 478

44 262,285 410

45 264,637 171

46 273,197 397

47 277,873 375

48 279,002 239

49 300,279 209

50 306,726 399

51 333,182 380

52 357,363 595

53 430,421 471

54 477,275 509

55 502,290 371

56 534,124 320

57 565,628 409

58 603,023 313

59 747,462 385

60 1,085,742 406

61 1,271,770 310

62 1,468,591 403

Primary Schools

14,858,390

20,086



Table C: Secondary Schools
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69 133,396 635

70 1,124,766 591

71 1,657,450 681

Secondary Schools 2,915,611 1,907



Table D: Special Schools
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71 -61,266 63

72 143,384 27

73 159,880 95

74 175,287 44

75 202,296 50

76 213,527 116

77 237,383 44

78 271,744 73

79 422,802 100

Special Schools 1,765,037 395
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