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SCRUTINY COMMITTEE REPORT

To:  Chair, Ladies and Gentlemen

SCHOOL BALANCES 2015/16
1.0 SUMMARY OF THE REPORT

1.1 The report provides an update regarding projected schools balances for the year 
ending 31st March 2016.

1.2 More robust financial monitoring by schools and the local authority has led to 
improvements. 

 School balances are projected to increase from £214k at 2014/15 year end to £403k.   All 
nine schools categorised at significant and high levels of risk are complying with the 
requirements of financial notice of concern and all are currently on track to deliver year-
end balances in line with their approved budgets.

 No schools are projected to end the year with an unplanned deficit.

2.0 RECOMMENDATION(S)

2.1 That Scrutiny considers the content of this report.

3.0 INTRODUCTION AND BACKGROUND

3.1 Cabinet approved a financial monitoring policy for schools on 29th July 2015.  The policy 
was drawn up because of the low level of school balances at 31st March 2014 and 31st 
March 2015, and the high number of schools ending those financial years in deficit (ten 
and nine respectively).

3.2 Nine schools were classified at high or significant financial risk for 2015/16 under the 
new policy and were issued with notices of financial concern during the Autumn Term 
which outlined the requirements that governing bodies must comply with in adherence to 
the new policy.
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3.3 Cabinet also approved a policy to direct the use of schools balances above the 
regulatory thresholds of £50k for Nursery/Primary schools and £100k for 
Secondary/Special schools. The policy requires schools to spend their excess balances 
in year 1, enables the local authority to direct spend in year 2 and to clawback the 
excess balances in year 3.

3.4 Three schools ended the financial year 2014/15 with excess surplus balances and are 
subject to the requirements of this new policy in the current financial year 2015/16.

4.0 WHERE WE WERE IN 2014-15

4.1 Schools at Financial Risk  

Table 1 shows the 2014/15 year-end balance of the schools at financial risk and their 
budgeted year-end balance for 2015/16.

Table 1: Schools at significant (BROWN) or high (RED) financial risk in 2015/16

School Risk category 2014-15 
Balance £000s

2015-16 
Balance £000s

Afon Taf High School (PLD) BROWN -342 -300

Pantysgallog Primary 
School (PLD)

RED -35 +14

Abercanaid Community 
Primary School (PLD)

RED -32 + 2

St Aloysius Primary School 
(U)

RED -22 +1

Goetre Primary School (U) RED -19 +33

Edwardsville Primary 
School (U)

RED -18 +12

Caedraw Primary School 
(U)

RED -16 +20

Trelewis Primary School 
(U)

RED -15 +16

Cyfarthfa High School 
(PLD)

RED + 91 -60

TOTAL 1 BROWN
8 RED

-408 -262

PLD – Planned Licensed Deficit approved by the local authority
U – Unplanned deficit, not licensed by the local authority

4.2      Deficits 

Pantysgallog Primary and Abercanaid Community schools received approval for a 
licensed deficit in 2014/15, and planned to deliver surplus balances in 2015/16 as part of 
this plan. 



Afon Taf High School also received approval for a licensed deficit in 2014/15 and 
planned to recover to a sustainable financial position by 2017/18 due to the size of the 
deficit to be recovered.

Cyfarthfa High School ended 2014/15 with a surplus balance that had reduced by £76k 
from the previous year.  The school then required a licensed deficit in 2015/16 which set 
out a recovery plan to deliver a sustainable financial position for the school from 2017/18. 

The other five schools ended 2014/15 with a deficit balance that they had not planned for 
as part of their budget setting processes and for which local authority approval had not 
been sought.  Four of these schools (St Aloysius Primary, Goetre Primary, Caedraw 
Primary and Trelewis Primary) had ended with an unplanned deficit balance for two 
consecutive financial years (2013/14 and 2014/15). Edwardsville Primary, had ended 
2013/14 with a surplus balance.

4.3 Schools with Surplus Balances above thresholds

Table 2 details the schools that held balances in excess of the regulatory thresholds at 
31st March 2015 and the size of the excess balance held

Table 2: Schools with excess surplus balances 2014/15 

School 2014-15 Balance 
£000s

Excess Balance 
£000s

Gellifaelog Primary + 81 + 31

Ynysowen Primary           + 71             + 21

Pen Y Dre High School         + 116             + 16

5.0 WHERE WE ARE NOW 

5.1 Surplus balances (reserves)

The current position of schools’ projected balances for 2015/16 is shown in Appendix 1.  
This shows that overall balances are now expected to be £403k by 2015/16 year-end, 
which is higher than the planned surplus balance, and significantly higher than the 
aggregate balances of £213k that were held at the end of 2014/15.

The increase is because 15 schools are projecting to end the year with balances above 
those in their approved budgets while a further five schools are projecting to end the year 
with their planned surplus balance.  However, eight schools are projecting to end the 
year with a smaller surplus balance than planned. 

In 2014/15 three schools ended the year with surplus balances above the agreed 
thresholds.  All three schools are on track to deliver surplus balances within the 
thresholds and have had their surplus balances spending plans approved by the local 
authority.  

Three schools are projecting balances in excess of the regulatory thresholds at 31st 
March 2016.  All four schools will be reminded of the policy on holding surplus balances 
above regulatory thresholds and advised that they will be expected to agree a plan to 
spend these balances with the governing body and the local authority as part of the 
school’s budget setting process for 2016/17.



Table 3: Schools projecting to hold an excess surplus balance at financial year-end 
2015/16 

School 2015-16 Balance 
£000s

Excess Balance 
£000s

Gurnos Nursery + 65 + 25

St Mary’s Primary            + 70             + 20

Ysgol Santes Tudful            + 60             + 10

5.2 Schools at Financial Risk

The nine schools identified at high or significant financial risk have adhered to the 
requirements of the financial monitoring policy and all are currently on track to deliver 
year-end balances in line with their approved budgets.

No schools are currently projecting that they will end the financial year with an unplanned 
and unlicensed deficit.  However, in six schools the surplus balance may be less than 1% 
and less that 2% in a further seven schools.

A report on schools balances 2015/16 was presented to Audit Committee on 1st February 
2016 in line with the policy.  The next update is due in July 2016 and they are scheduled 
on a six monthly basis. 

5.3 The effectiveness of local authority monitoring and challenge processes

Financial monitoring of all schools has led to improvements in the financial management 
of schools’ budgets compared to 2014-15. 
 Only two schools are projected to end the year with a budget deficit. 
 The projected overall surplus balance has increased from 0.6% to 1.1%, although 

this is below the local authority benchmark target of 3%.
 Nine schools are projected to end the year with a surplus balance of between 2-

4% of the compared to six in 2014-15.

Further work needs to be done to enable all schools to manage their resources and 
business processes effectively, efficiently and economically in order to secure better 
outcomes for pupils.

5.4 Pupil led funding review update

Following a consideration of the pupil-led funding, the Schools Forum is not 
recommending any changes to the funding methodology for pupil-led factors within the 
Nursery/Primary and Secondary sectors.  The Schools Forum supported amendments to 
the principles of pupil-led funding for Nursery/Primary and Secondary sectors, which will 
be incorporated into a wider local authority review that considers a more equitable 
allocation of resources across the whole formula funding.



The principles are as follows:

 All lump sum funding should be streamlined into one single lump sum and graduated 
in relation to pupil numbers rather than a set amount for primary schools and another 
set amount for secondary schools; 

 The basis for funding for pupils with Special Educational Needs should be reviewed. 
The funding is currently based on the percentage of pupils eligible for Free School 
Meals.

The Schools Forum is making a recommendation in relation to the pupil-led funding for 
the special sector.  The Schools Forum Task and Finish Group concluded that the use of 
a place-led factor to allocate funding for teaching staff disadvantages the special sector 
because the funding is insufficient to employ the number of teachers needed to meet the 
needs of the pupils. 

6.0 WHERE WE WANT TO BE 

6.1 We aim to undertake effective financial monitoring, scrutiny and challenge, in order to 
ensure that all schools are effective, efficient and economical in their use of resources.  
Good resource management in schools is the result of effective leadership and 
governance.  Estyn describes good resource management in the following terms:
 Staffing and financial resources are managed and deployed effectively to support 

learning improvement;
 The impact of resources on teaching and learning is kept under review and future 

needs are planned for;
 The school’s spending decisions relate well to priorities for improvement and the 

benefit of the pupils;
 The pupil deprivation grant is well spent; and;
 The use of shared resources through efficient partnership work or federation 

provides good value for money because it contributes to improved and generally 
good outcomes for pupils in aspects which the school alone could not provide.

6.2 The key measures of success to demonstrate this will be:
 No schools with an unplanned financial deficit;
 All schools with a licensed deficit deliver against their recovery plan and balance their 

budget in line with their Medium Term Financial Plan;
 All schools with a surplus balance in excess of thresholds will successfully deliver 

their excess balances spending plan; and;
 No school will hold excess balances for three consecutive years which would require 

local authority clawback.

6.3 In the longer term the key measures will be:
 No schools will require a licensed deficit;
 All schools hold balances within the statutory thresholds of £50k (Primary/Nursery) 

and £100k (Secondary/Special);
 Aggregate schools’ balances held at the financial year-end will be between 2% – 4% 

(of formula funding), with 3% representing the local authority benchmark target; and
 Each school holds balances at the financial year end of between 2% – 4% and within 

the statutory thresholds.



6.4 Next steps for budget setting
 All schools must set their 2016/17 budget by the statutory deadline of 31st May 2016.  

This will include agreeing a provisional MTFP covering three financial periods 2016-
2019.

 Any school requesting a licensed deficit for 2016/17 will be required to submit their 
application with their governing body approved budget by 31st May 2016. The local 
authority will consider approval for any planned deficits, including any amendments, 
by 30th June 2016.

 Schools with excess balances will be asked to submit spending plans for the use of 
these balances as part of their budget processes by 31st May 2016. If the local 
authority is required to issue a directive to spend then it will do so by 30th June 2016.

6.5 Next steps for improving financial management in schools
 Continue to monitor identified schools until the risk categorisation is updated. 
 Categorise schools for financial risk during June 2016 and advise schools.
 Develop for all schools a grant spend and exit strategy template to support planning 

and challenge by school leadership.
 Develop a more extensive use of benchmark information for and with headteachers 

and governors to support sound financial and staff planning.

LORRAINE BUCK
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PORTFOLIO MEMBER FOR LIFELONG 
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