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AUDIT COMMITTEE

To:  Chair, Ladies and Gentlemen

SCHOOLS BALANCES 2016-17

1.0 SUMMARY OF THE REPORT 

1.1 In 2015/16 the aggregated overall schools surplus balance increased from 0.6% to 
2.1% and no school ended the financial year 2015/2016 with an unplanned and 
unlicensed deficit compared to six schools in 2014/15 and nine in 2013/14.

1.2 The local authority issued nine schools with a notice of financial concern during 
2015/16; all have improved their financial categorisation in 2016/17 and eight have 
had their notice of financial concern removed. 

1.3 Afon Taf High School remains under a notice of financial concern; however, the 
school successfully delivered a smaller deficit in 2015-16, and is on track to deliver 
its budget in 2016-17 and to return to a surplus balance from 2018/19 onwards.

1.4 Two of the three schools with year-end balances above regulatory thresholds at 
2014/15 successfully delivered balances within the thresholds by 31st March 2016. 
The local authority has directed the third school, Gellifaelog Primary School, to 
spend the excess in line with school priorities by 31st March 2017 or risk clawback 
from the local authority. Five other schools ended 2015/2016 with balances above 
regulatory thresholds and are on track to spend the excess during 2016-17. No 
schools are projected to close 2016-17 with balances above regulatory thresholds. 

1.5 The local authority has issued thirteen AMBER risk schools with a statement of 
recommend practice for financial management. The local authority has identified five 
of the AMBER risk schools as requiring additional monitoring, challenge and support. 
These schools are; Bedlinog Community Primary, Dowlais Primary, St Illtyd’s RC 
Primary, Ysgol Y Graig Primary and Cyfarthfa High School.
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1.6 The aggregated overall schools surplus balance at the end of 2016-17 is projected to 
be £621k, which is circa £155k lower than the 2015-16 year-end position but is within 
£42k of the school budgets that were approved by governing bodies by 31st May 
2016.  Afon Taf is the only school projected to end the year with a planned financial 
deficit. No school is projecting an unplanned deficit. 

1.7 The aggregated schools’ formula allocations for 2017/18 are £200k more than the 
calculated cash protection funding used in the budget setting process and Schools 
Forum has considered opportunities to find financial efficiencies

2.0 RECOMMENDATION(S)

2.1 That Audit Committee notes the contents of the report and considers whether or not 
any follow up action is required 

3.0 INTRODUCTION AND BACKGROUND

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

3.2 Nine schools were classified at high or significant financial risk for 2015/2016 under 
the policy. The local authority issued all nine schools with a notice of financial 
concern during the Autumn Term 2015 outlining the financial monitoring 
requirements that governing bodies must comply with in adherence to the policy. 

3.3 A policy to direct the use, and if necessary the clawback, of schools’ balances above 
the regulatory thresholds (£50k for Nursery and Primary schools and £100k for 
Secondary and Special schools) was also approved in the Cabinet meeting on 29th 
July 2015. This 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 2014/2015 with excess surplus balances 
(Gellifaelog Primary, Ynysowen Primary and Pen Y Dre High) and were required to 
submit excess balance plans in 2015-16.

4.0 SCHOOLS BALANCES 2015 - 2016

4.1 The aggregated overall schools surplus balance has improved from £213k at 31st 
March 2015 to £77k at 31st March 2016. This represents an increase from 0.6% of 
aggregate schools’ balances to 2.1%. 4.2 The introduction of the finance policies has 
been effective in allowing the LA to monitor, intervene and challenge schools.

4.2 The Local Authority has previously determined that aggregate schools’ balances 
held at the financial year-end should be between 2% and 4% of formula funding, with 
3% representing the local authority benchmark target.  

 Table 1 below provides a breakdown of surplus and deficit balances held across 
each school sector at 31st March 2016. 



 The detail of each individual school’s year-end balances in 2015/16 and 2014/15 
is in Appendix 1. 

Table 1: Surplus/deficit balances as at 31st March 2016

Primary Secondary Special Net
No. £000s No. £000s No. £000s No. £000s

Surplus 23 826 3 119 1 58 27 1,003

Deficit 0 0 1 -228 0 0 1 -228

Net 23 826 4 -109 1 58 28 776

4.3 All nine schools that were issued with a financial notice of concern in 2015-16 met 
the requirements of the notice during the financial year. The year-end position of 
these schools in 2015-16 in comparison to 2014-15 is included in Table 2 below. 

 All nine schools have improved their risk categorisation in 2016/17 and eight of 
the nine schools issued with a notice of financial concern in 2015/16 have had 
this withdrawn during the Autumn Term 2016.

 Afon Taf High School closed the financial year with a deficit of £228k, which is 
smaller than the £300k deficit that they had received approval for

 Cyfarthfa High School was able to deliver a surplus balance against their planned 
licensed deficit

 The remaining seven schools all turned around their deficit balances of the 
previous year by achieving a surplus balance by 31st March 2016.

Table 2: Schools at significant (BROWN) or high (RED) financial risk in 
2015/2016

School Risk 
category

2014-15 
Balance £000s

2015-16 
Balance £000s

Afon Taf High School BROWN -342 (PLD) -228 (PLD)
Cyfarthfa High School RED +91 +17 (PLD)
Pantysgallog Primary School RED -35 (PLD) +42

Trelewis Primary School RED -15 (U) +42

St Aloysius Primary School RED -22 (U) +24

Edwardsville Primary School RED -18 (U) +20

Goetre Primary School RED -19 (U) +16

Caedraw Primary School RED -16 (U) +13

Abercanaid Community School RED -32 (PLD) +5

TOTAL -408 -49

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



4.4   Balances above regulatory thresholds 
Table 3 below shows the financial position of the three schools with ‘Excess 
Balances Plans’ in 2015-16. 

 Ynysowen Primary School and Pen Y Dre High School successfully delivered 
their excess balances plans during the financial year ending the period with 
balances less than the regulatory thresholds.

 Gellifaelog Primary ended the financial year with a balance above the 
regulatory threshold or the second consecutive year. The school planned for a 
number of repairs & maintenance works to be carried out (costed at circa 
£40k) which became delayed until the Summer Term, which is the main 
reason the school retained an excess balance at 31st March 2016

Table 3: Schools with Excess Balances Plans 2015/2016 

School 2014-15 
Balance 
£000s

Excess 
Balance 
£000s

2015-16 
Balance 
£000s

Excess 
Balance 
£000s

Gellifaelog Primary 81 31 84 34

Ynysowen Primary 71 21 40 0

Pen Y Dre High 116 16 74 0

TOTAL 268 68 198 34

 Table 4 below details all schools with balances above regulatory thresholds at the 
end of 2015-16 and the number of years that these excess balances have been 
held.  

 A further five schools ended 2015-16 with balances above regulatory thresholds. 
Each of these has submitted an ‘Excess Balances Plan’ for 2016/17 that the local 
authority has approved.

Table 4: Schools with balances above regulatory thresholds 2015/2016 

School 2015-16 
Balance £000s

Size of the 
Excess £000s

Years 
Excess Held

Gurnos Nursery 69 19 1

Heolgerrig Primary 53 3 1

St Marys RC Primary 78 28 1

Troedyrhiw Primary 50 0 1

Ysgol Santes Tudful 76 26 1

Gellifaelog Primary 89 39 2

TOTAL 415 115



5.0 SCHOOLS AT FINANCIAL RISK 2016 - 2017

5.1 The local authority risk assesses the financial sustainability of its maintained schools 
with respect to their performance in delivering reasonable surplus balances over 
both the short and medium term.

5.2 Schools Financial Monitoring, Scrutiny and Intervention Policy
The policy has been reviewed over the past 12 months and updated so that 

 schools holding excess surplus balances are judged to be ‘at financial risk’ due to 
the local authority’s powers to direct spend and clawback monies from the school

 the financial risk categorisation is aligned to the National School Improvement 
Categorisation system i.e. RED, AMBER, YELLOW, or GREEN. 

The Schools Forum approved the updated policy on the 27th September 2016 and 
the Cabinet approved the policy on the 2nd November 2016. Please refer to 
Appendix 2 for the full updated policy.

Table 5: Schools Financial Risk Assessment Model 2016-17

Risk Level Judgement
RED High risk of closing the current financial year in deficit and at high 

risk of on-going financial deficit.

AMBER Medium risk of closing the current financial year in deficit and at 
medium to high risk of on-going financial deficit. OR
High risk of excess balances held being subject to local authority 
direction and clawback 

YELLOW Low to medium risk of closing the current financial year in deficit 
and low to medium risk of on-going financial deficit.
OR
Medium risk of excess balances held being subject to local 
authority direction and clawback

GREEN Low risk of running a deficit budget both in the current year and in 
the medium term.
AND
Low risk of surplus balances being above the regulatory 
thresholds

5.3 Categorisation of schools 
 The financial risk categorisation of schools in 2016-17 has been summarised in 

Table 6 below. 
 The 2016-17 financial risk judgements for each individual school are set out in 

Appendix 3, which includes details of each schools approved annual budget 
2016-17 and their medium term financial plans for the period 2017-2019.

 Afon Taf High School continues to operate under a notice of financial concern 
due to its deficit budget position.  Their overall financial position has improved 



from a £342k deficit position in 2014/2015 to £228k deficit position in 2015/2016 
through to the current projected year-end deficit position 2016/17 of £90k, which 
is within budget. The school is planning to deliver a surplus balance in 2018-19 
circa £46k.

 The local authority has not issued any other schools with a financial notice during 
2016/17; however, the local authority has issued thirteen AMBER risk schools 
with a statement of recommend practice for financial management.

 The local authority has identified five of the AMBER risk schools as requiring 
additional monitoring, challenge and support. These schools are; Bedlinog 
Community Primary, Dowlais Primary, St Illtyd’s RC Primary, Ysgol Y Graig 
Primary and Cyfarthfa High School and the local authority has invited the 
headteacher and chair of the finance committee to a meeting to discuss the 
school’s financial position 2016-17 and over the medium term.

 Each of nine schools considered at financial risk in 2015/16 has agreed to 
receive bespoke financial management training, developed by the local authority,  
during 2016-17

Table 6: Financial Risk Categorisation 2016/2017

Financial Risk Category Judgement No. of 
Schools

RED HIGH RISK 1

AMBER MEDIUM TO HIGH 13

YELLOW LOW TO MEDIUM 10

GREEN LOW 4

6.0 SCHOOLS PROJECTED BALANCES 2016 - 2017

6.1 The aggregated overall schools surplus balance at the end of 2016-17 is projected to 
be £621k, which is circa £155k lower than the 2015-16 year-end position but is within 
£42k of the school budgets that were approved by governing bodies by 31st May 
2016.  

6.2 The projected balances of all schools’ for 2016 -17 are set out in Appendix 3. 
 Afon Taf High School is the only school projected to end the year with a planned 

financial deficit
 No school is projecting an unplanned deficit. 
 All six schools with balances above regulatory thresholds at the 2015-16 year-

end (see table 4 above) are projecting to close the financial year with balances 
within the regulatory thresholds. No school is projecting to close the year with 
excess balances in 2016-17.

 Each school is updating its projected outturn position during the Spring Term 
finance committee meetings and this information is being monitored to assess 
whether any additional schools require further monitoring, challenge or support

 The local authority has directed Gellifaelog Primary to spend their excess monies 
on identified school priorities by the 31st March 2017 and reminded the school 
that if balances are not within the £50k threshold by this period, the local authority 
can recover the excess monies to be spent for the benefit of the pupils and 
schools across the county borough. 



7.0 SCHOOL BUDGETS 2017 - 2018

7.1 The aggregated schools’ formula allocations for 2017/18 are £200k more than the 
calculated cash protection funding used in the budget setting process.

7.2 Schools Forum has considered opportunities to find financial efficiencies in the 
formula allocation in order to bridge the funding gap of £200k.  The proposal will be 
finalised by the Schools Forum on the 13th February 2017, and a report taken to 
Cabinet on 22nd February with recommendations for how the funding gap can be 
met.

7.3 Schools will be presented with indicative formula allocations from Corporate 
Accountancy during February 2017 in order to plan their budgets for 2017/18. The 
detail of how the £200k funding efficiencies will impact on these indicative formulas 
will also be shared with schools to assist with this process.

8.0 NEXT STEPS

 Following Cabinet approval of the changes to be applied to the scheme of 
financing schools that are required to deliver £200k worth of savings, schools will 
receive formula allocations for 2017/18 which they will be able to use to set their 
2017/18 budgets. 

 Schools will receive indicative formula allocations for 2018/19 and 2019/20 by 
31st March 2017 in line with statutory requirements and will set MTFPs for the 
period 2017-2020 as part of their budget setting processes for 2017/18. The 
2017/18 budget must be set by the statutory deadline of 31st May 2017.

 Schools financial risk categorisation for 2017/18 will be updated during June 2017 
and notified to schools before the end of the Summer Term.

 The financial management training for schools will be rolled out to all remaining 
schools during 2017-18.

It is proposed that the local authority officers will provide an updated report to Audit 
Committee regarding schools balances and financial risk during the Autumn Term 
2017. 

9.0 FINANCIAL IMPLICATION(S)

9.1     There are no financial implications with this report.
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