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To:   Chair, Ladies and Gentlemen 

 

SCHOOL BALANCES 2018-2020 
 
 

1.0 SUMMARY OF THE REPORT 
  
1.1 The purpose of this report is to provide an update with respect to schools balances 

at the financial year end 2018/19 and the financial risk and sustainability of school 
budgets following the setting of school budgets and indicative Medium Term 
Financial Plans (MTFPs) 2019-2022. 

 
1.2 Since 2015/16 the local authority has implemented resource monitoring, challenge 

and intervention policies that have enabled and supported the recovery of very low 
aggregate schools balances and the recovery of individual schools’ budgets from a 
deficit position. 

 
1.3 The report shows that overall the management of schools’ financial resources is 

consistently good although an increasing number of individual schools have excess 
balances above regulatory thresholds at the 2018-19 financial year end and are 
subject to local authority challenge regarding use of these balances. 

 
1.4 However, this position is set within a context of balances that are expected to 

diminish significantly over the medium term based on current funding levels.  The 
number of schools categorised as medium to high financial risk (AMBER) in 2019/20 
has increased from eight to thirteen schools with aggregate levels of schools 
balances projected to reach an overall deficit position in 2020/21 and 2021/22.  .   

 
1.5 Next steps have been identified in order to continue to monitor, scrutinise, support, 

and intervene in schools with regards to financial performance and sustainability, 
with a particular focus on those schools categorised AMBER.  

  

Date Written 22nd  August 2019 

Report Author Joanna Lewis 

Service Area Learning Department 

Exempt/Non Exempt Non Exempt 

Committee Date 11th September 2019 



2.0 INTRODUCTION AND BACKGROUND 
 
2.1 In response to the low level of school balances at 31st March 2014 and 31st March 

2015, circa £358k and £214k respectively, and the high number of schools ending 
those financial years in deficit (ten and then nine), the Schools’ Financial Monitoring, 
Scrutiny and Intervention Policy was implemented to risk assess the financial 
sustainability of schools and to target appropriate local authority challenge and 
support. 
 

2.2 At the same time the Direction of Schools’ Excess Balances and Clawback Policy 
was implemented.  This policy allows the local authority to direct the use of, and if 
necessary, clawback balances above the regulatory thresholds of £50k for Nursery 
schools and £100k for Secondary/Special schools.  The policy requires schools to 
spend their excess balances after one year, enables the local authority to direct 
spend after two years and if appropriate, to clawback the excess balances after three 
years of excess balances.  In accordance with the Schools Funding Regulations 
(Wales) 2010 any balances clawed back by the local authority must be spent on 
pupils in year as part of the local authority’s overall spend on schools. 
 

2.3 These policies were revised in July 2019 implementing new excess balance 
thresholds that reflect the relative size of schools alongside the monetary value of 
the regulatory thresholds.  The new excess balance thresholds are: 

 Primary – Greater of £50k or 5% 

 Secondary/Special – Greater of £100k or 4% 
 

2.4 The local authority has a benchmark target for aggregate schools’ balances held at 
the financial year end to be 3% of formula funding and also recommends that 
individual schools hold balances within the following ranges: 

 Primary - between 2% and 4 %, and within the excess balance limits 

 Secondary/Special – between 2.5% and 3.5%, and within the excess balance 
limits  

 

2.5 Good resource management in schools is the result of effective leadership and 
governance and 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 

 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. 

 
2.6 Since 2015/16 onwards the key measures of success that the local authority has 

used to judge ‘Good’ resource management in schools are: 

 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 regulatory thresholds will 
successfully deliver their excess balances spending plan; and 

 No school will hold excess balances for three consecutive years requiring local 
authority clawback. 

 

3.0 SCHOOLS FINANCIAL PERFORMANCE 2018/2019 

 
3.1 The local authority’s schools’ balances held in reserve at 31st March 2019 were 

£1,751,867.  However, during March 2019 the Welsh Government (WG) 
Professional Learning & Cluster Funding was paid into schools budgets from the 
Central South Consortium (CSC) – if this is not taken into consideration, the 
balances held reduce to £1,458,503.   
 

3.2 The WG Professional Learning & Cluster Funding from CSC was given to schools in 
March 2019, and as this funding was received late into the authority the schools did 
not have time to plan the spending effectively.  This additional income needs to be 
provided earlier in the financial year if schools are to plan for it to be spent effectively 
during the year.  
 

3.3 The adjusted balance of £1.46 Million is 3.8% of formula funding, and is £312k 
above the local authority’s 3% target for aggregate schools’ balances.  This is lower 
than balances held the previous year i.e. at 31st March 2018 of £1,581,040 or 4.1% 
of formula funding. 

.   
3.4 Nine schools have adjusted year-end balances higher than the new excess balance 

thresholds.  Further details are provided in Table 1 below. 
 
Table 1: Schools above Excess Balances Thresholds (Primary Greater of £50k/5%, 
Secondary/Special Greater of £100k/4%) @ 31st March 2019.  

 

School 
2018/2019  Excess  Year 

Adjusted Balance £000s % Reserve Balance £000s   

Cyfarthfa Park Primary 83 5.6% 9 1 

Gellifaelog Primary 81 8.6% 31 1 

Goetre Primary 98 5.4% 8 1 

Trelewis Primary 59 7.1% 9 1 

Coed Y Dderwen Primary 51 5.2% 1 2 

St Illtyd’s RC Primary 59 9.1% 9 2 

St Aloysius RC Primary 70 10.3% 20 2 

Twynyrodyn Primary 137 10.3% 17 2 

Pen y Dre High 135 4.7% 20 2 

 

3.5 All schools with excess balances have provided excess balance plans to the local 
authority detailing the reasons for the balances being held and the planned use of 
those balances in the current financial year 2019/20.  These plans have been 
approved by the Chief Officers for Learning and Finance. 



 

3.6 The 2018/19 year end is the second consecutive year that no school closed the 
financial year with a deficit budget.  It is also the forth consecutive year that no 
school has closed with an unplanned and unlicensed deficit, evidencing continued 
improvement in financial monitoring by schools and the local authority.  In 2013-14 
there were nine schools in a financial deficit position and in 2014/15 there were six 
schools in this high risk position. 
 

3.7 Following the closure of the 2018/19 accounts in May 2019, all schools set their 
2019/20 budgets by 31st May 2019 in line with statutory requirements.  
 

3.8 Appendix 1 details schools’ 2019/20 budgets and indicative three year MTFPs 2019-
2022 alongside their 2018-19 year end balances. 

 
3.9 The aggregate level of school balances budgeted in 2019/20 is just under £1 million 

which shows an expected £800k reduction in balances year on year.  This estimated 
year-end balance for schools is 2.5% of formula funding which is £205k lower than 
the benchmark local authority target of 3%.  

 
3.10 The level of aggregate schools’ balances over the MTFP period indicates that 

schools balances are currently projected to decline into an overall deficit budget 
position of - £3k in 2019/20 and -£1m in 2021/22, by which time 15 schools are at 
risk of being in a deficit budget position. 
 

3.11 In August 2019, following confirmation of their indicative MTFPs, each school was 
categorised for financial risk and sustainability and have been advised of their 
categories.  See Table 2 below for a summary of these details. 
 
Table 2: Financial Risk Categorisation 2018/19 and 2019/20  

 
Financial Risk Category Judgement No. of Schools 

2018/19 
 

2019/20 
 

RED HIGH RISK 1 0 

AMBER MEDIUM TO HIGH 7 13 

YELLOW LOW TO MEDIUM 10 8 

GREEN LOW 9 6 

TOTAL 27 27 

 
3.12 The number of schools at medium to high risk i.e. AMBER has increased from eight 

to thirteen which is an increase from 30% to 48%.  These risks are based on the 
indicative financial pressure schools are expecting to face based on 2019/20 funding 
levels.  Further budget reductions from 2020/21 onwards will increase the risk to 
schools being able to set sustainable budgets over the medium term and more work 
will need to done to support and challenge schools to identify and implement 
appropriate budget reductions in a timely manner to ensure they are able to deliver 
their curriculum requirement within sustainable budgets.   



 

4.0 NEXT STEPS 
 
4.1 The local authority will continue to monitor schools finances during 2019/20 in 

accordance with the appropriate financial monitoring policies and schools 
categorised AMBER will be sent a Statement of Recommended Financial Practice, 
outlining financial monitoring requirements and restrictions in line with the local 
authority policy.  

 
4.2 These schools will be required to attend financial monitoring meetings with the local 

authority and additional training on financial management in schools where 
considered appropriate.   

 
4.3 The local authority will liaise with the Schools Forum and schools regarding savings 

requirements for the 2020/21 formula funding and provide schools with relevant and 
timely information to support robust financial planning for their 2020/21 budgets.  

 
5.0 FINANCIAL IMPLICATION(S) 
 
5.1 There are no financial implications associated with this report. 
 
 

6.0 INTEGRATED IMPACT ASSESSMENT 
 

 Positive 
Impacts 

Negative 
Impacts 

Not 
Applicable  

1. Merthyr Tydfil Well-being 
Objectives 

  
0 of 4 0 of 4 4 of 4 

2. Sustainable Development 
Principles - How have you 
considered the five ways of 
working: 

 Long term 

 Prevention 

 Integration 

 Collaboration 

 Involvement 
 

0 of 5 0 of 5 5 of 5 

3. Protected Characteristics 
(including Welsh Language) 

 
0 of 10 0 of 10 10 of 10 

4. Biodiversity 
 

0 of 1 0 of 1 1 of 1 

Summary: 
 
No positive or negative impacts have been identified against the Well-being Objectives, the 
Sustainable Development Principles, the Protected Characteristics, Welsh Language or 
Biodiversity. 
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Does the report contain any issue that may impact the Council’s 
Constitution?  

N 

 
Consultation has been undertaken with the Corporate Management Team in respect of each 

proposal(s) and recommendation(s) set out in this report.  


