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PART1 ITEM NO.7

JOINT REPORT OF THE STRATEGIC DIRECTOR FOR 
CHILDREN’S SERVICES AND THE CHIEF FINANCIAL OFFICER

TO: SCHOOLS FORUM ON WEDNESDAY 2nd JULY 2014

TITLE: SCHOOL BALANCES 2013-14

RECOMMENDATIONS: Members of School Forum are asked to consider the current 
position on school balances and the actions being taken to assist and challenge 
schools.

EXECUTIVE SUMMARY: This report updates Schools Forum on the position with 
school balances and the actions being taken to ensure that schools in deficit, 
particularly those in the worst deficits, take appropriate action to remove themselves 
from deficit. The report shows that: -

 The number of schools in deficit is 6. Five of these schools have decreased 
their deficit and there is 1 new school in deficit. The school that has moved 
into a deficit is a temporary situation due to a small overspend at year end. All 
schools have agreed deficit recovery plans apart from the one in a temporary 
situation. This school does not have a projected deficit for future years.

 The continued robust deficit management application and monitoring process 
has significantly reduced the number of schools entering into a deficit budget 
situation and stimulated those already in deficit to reduce their deficits quicker 
than the approved plans.

 Increases in pupil numbers have resulted in the sustained increase in the 
primary sector budgets and should, in time, flow through into the secondary 
sector.

 The level of surplus balances is starting to increase and a formal system will 
be introduced to monitor and manage the level of surplus balances.

 Academy conversions will impact on the overall level of schools balances.
 School budgets will be closely monitored and the licensed deficit monitoring 

arrangements will be enforced in all schools with licensed deficits. 

BACKGROUND DOCUMENTS: 
Schools Year End Balances
Salford Scheme of Delegation

KEY DECISION:  NO
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Report Detail

1.  Introduction 

1.1 At the beginning of 2013-14, the Authority had responsibility for 85 schools 
made up of 72 primary schools, 10 secondary schools and 3 special schools. 
During the financial year no schools converted to academy status. All schools 
have delegated budgets and responsibility for the management of their own 
financial affairs.  A summery of the school balances as at 31st March 2014 is 
detailed in Appendix A.

2.  Year end balances 31st March 2014
 

2.1 The balances at 31st March 2014 have been calculated and agreed with 
schools. There are 6 schools with deficits totalling £2.55 million compared to 
31st March 2013 when there were 6 schools with deficits totalling £3.20 million. 
There is a decrease in the value of the deficits held of £792k which can be 
mainly accounted for by the reductions in deficits at 

 Wentworth High £351k
 Buile Hill   £259k
 Harrop Fold High £71k
 St Johns CE £49k
 St Pauls Neville Rd £66k

2.2 The overall position for Salford schools shows an increase in net surplus 
balances from £6.047 million in March 2013 to £7.740 million in March 2014, an 
increase of £1.693 million in overall balances. This is made up of £792k 
reduction in deficit budgets, an increase in surplus balances of £901k. 

2.3 Schools are working together with officers to reduce the levels of deficit budgets 
and all schools have agreed deficit recovery plans.

3. Support mechanisms for schools with financial difficulties 

3.1 Schools are usually notified of their indicative annual funding in January of each 
year with final allocations being notified in February. The schools are required 
to submit their spending plans to the Authority by 31st May. Five year 
projections are produced by the Finance Team in September for the following 
financial year based on the previous October pupil numbers. These projections 
show the impact of the pupil number changes in October on the future budgets. 
The projections are then discussed with the senior school managers and where 
needed plans are formulated to eradicate any future predicted deficits. In 
predicted deficit schools these projections will look at various options including 
staff reductions and pupil numbers. Projections can be updated at any time 
during the financial year to reflect changes.
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3.2 The financial performance of all SLA schools is monitored monthly (quarterly for 
non SLA schools) and for a school with a deficit budget, particular attention is 
paid to these statements to try and ensure spending is within the licensed 
deficit plan. 

3.3 Normally schools with the most serious deficits can only balance their budgets 
by a reduction in staff numbers whether through not filling vacancies, VER or 
redundancy. 

3.4 Officers from Human Resources, Finance, Universal and Targeted Services are 
currently working with all schools that have existing deficit budgets or are 
predicting deficits in future years. There is constant support and challenge from 
the officers with a view to returning schools to a balanced position as early as is 
practically possible.    

3.5 The increase in pupil numbers currently happening within the primary sector 
has provided additional resources to schools and may result in improvements in 
the time taken to recover deficit budgets.

4. Action taken to reduce overall deficit budgets

4.1 The introduction of the Licensed Deficit Scheme has had a significant impact on 
schools that are in or are forecasting future deficits. The completion of the 
application form and the approval process has focussed schools on balancing 
budgets, whether to get them out of deficit as soon as possible so that they are 
not subject to termly monitoring and reporting, or adjusting expenditure to 
ensure that they do not enter into deficit budget position. 

4.2 All schools delivered lower deficits at outturn than their agreed deficit. 

4.3 Once projections have been completed in September, the overall projected 
deficits can be recalculated to show if this reduction will show sustained 
improvement on the overall timescale of the recovery plans.

High Schools

4.4 Specific action has been taken with the three high schools. All schools have an 
agreed recovery plan and have come in ahead of their agreed position for 
March 2014. 

4.5 The table below details the contributions schools have made to their balances 
over the past 5 years.
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In Year Contribution to (from) Balances
 2009-10 2010-11 2011-12 2012-13 2013-14
      
      
BUILE HILL -414,906 -296,282 415,295 447,885 259,960
HARROP 
FOLD -439,006 -126,965 241,421 172,110 71,633

WENTWORTH -593,494 -310,119 463,706 574,212 351,981
      
 -1,447,406 -733,366 1,120,422 1,194,207 683,574

The figures represent the in year position of the budget. This shows how much 
excess/(shortfall) of funding a school has/(needs) to fund existing expenditure.  
For example, in 2009-10 Buile Hill set a budget that required £414,906 in 
addition to the budget allocation for the year which would have increased any 
existing deficit by £414,906. All three schools set budgets in 2009-10 which 
were £1.447 million more than their budget allocation and £733k more in 2010-
11. The 2011-12 figures show a contribution of £1.120 million towards paying 
off schools deficits, £1.194 million contribution in 2012-13 and £683k 
contribution in 2013-14.

4.6 For High Schools, the length of time taken to repay the deficit is in excess of the 
Authority time frame of three years. All schools are still currently ahead of their 
agreed recovery plans and Wentworth and Buile Hill are expected to return a 
balanced budget by March 2016. The recovery period for Harrop Fold will be 
significantly longer at March 2020 as approved in the deficit recovery plan. If 
the deficit payback is required over a shorter period then this would affect staff 
morale in schools, parent confidence and would risk the curriculum provision 
and long term future of the schools. 

4.7 The closure of one of the high schools may result in an increase in pupil 
numbers at one or more of Salford’s high schools. This may result in increased 
pupils numbers and funding which could improve the current deficit position for 
at least one of the deficit schools. 

Primary schools

4.8 Overall primary schools have made progress with their deficit recoveries. The 
number of schools in deficit when compared to March 2009 reduced from 25 to 
3 in March 2014. 

4.9 Balances in the primary sector have been improved and the increase in pupil 
numbers has contributed towards this.  As this trend is likely to continue we are 
hoping to see sustained improvements in primary school balances. Current 
recovery plans for the 2 primary schools show a return to a balanced budget in 
March 2015. The school with a temporary overspend at 31st March 2014 has 
set a balanced budget for 2014-15.
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Special Schools

4.10 No special schools currently have deficit budgets.

 
5 Surplus Balances

5.1 Efforts have been concentrated in previous year on the issue of deficit budgets 
in schools and the overall low levels of balances. The picture has now improved 
and schools are starting to accumulate surplus balances, some of which could 
be classed as significant.

5.2 In recognition of a national accumulation of large levels of school balances, the 
government gave local authorities the power to redistribute excessive 
uncommitted revenue balances. They also recommended that the level of the 
uncommitted balances should be no more than 5% of secondary schools 
individual budgets and 8% of primary and special school individual school 
budgets. Salford adopted this guidance and has included the levels within our 
scheme of delegation to schools. 

5.3 Guidance from the government has been less direct and the last update to the 
scheme of delegation has the following guidance in relation to claw back of 
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.”

5.4 Our current scheme includes the recommended levels of 5% and 8% as 
maximum balances allowed. This is monitored on an annual basis by the 
calculation of the year end balances for schools. Schools are allowed to split 
their balances between committed and uncommitted balances. For those 
designated as committed, schools are required to provide evidence of the 
commitment which may be in the form of governing body minutes, copies of 
quotations, invoices or detailed commitments held on the schools financial 
systems. 

5.5 An excerpt from the Salford approved scheme of delegation is attached at 
Appendix A and details the requirements for schools in relation to surplus 
balances. 

5.6 When the deficit balances are removed from the calculation the total surplus 
balances held by schools is £10.294 million which is split into £996k for 
committed balances and £6.756 million for uncommitted balances.

5.7 The total primary surplus balances equate to £6.704 million, total secondary 
surplus balances equate to £3.122 million and total special schools surplus 
balances equate to £0.468 million.
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5.8 The majority of funds held as committed relate to the use of revenue funds for 
capital projects, mainly refurbishments or ICT purchases. The devolved formula 
capital funding has reduced significantly over the past 3 years and schools are 
choosing to use revenue funding to make improvements to their school 
buildings.  

 

5.9 There are a small number of schools who have breached the approved levels 
by between 1% to 12%. We will be starting to work with these schools to clarify 
the use of the surplus balances. This assumes that the reported committed 
balances from all other schools are accepted as being within the remit of the 
scheme.

5.10 Consideration will now need to be given to the treatment of any surplus 
balances and a decision will need to be made as to whether the claw back 
power is invoked to remove surplus balances in the future. Schools are facing 
uncertain times in relation to their finances, the new schools funding formula 
was introduced last financial year and this will have an impact over a number of 
years. The introduction of a national formula is now expected in 2016 and this 
could have a significant impact on schools budgets. 

5.11 Although the issue of school balances is covered in the scheme of delegation, 
the regulations were updated last year and more detailed requirements have 
been included for schools in respect of the justification of their balances and the 
criteria for committed balances. The guidance from the DfE and the content of 
our scheme states that the issue of surplus balances should be reviewed over a 
2 year period. The Authority needs to undertake some awareness raising with 
schools in relation to surplus balances and, in line with the school deficit 
scheme, a set of procedures need to be drawn up so that schools are aware of 
their requirements in relation to surplus balances.

6 Continuous Challenge and Support

6.1 Schools have been heavily supported by HR and Finance to ensure that the 
deficits are contained within overall approved levels. There is a robust 
challenge session on all recruitment for schools with deficits. A panel 
comprising of the Assistant Director for Universal Services, the Senior School 
Improvement Officer, the Strategic Finance Manager and the Schools HR 
Manager liaise to consider staffing change applications from deficit schools. 
Each application is scrutinised and schools are challenged on the necessity to 
make replacements for leaving staff. 

6.2 Schools budgets are monitored through monthly budget reporting to ensure that 
expenditure is within approved deficit levels. Schools are required to submit 
termly deficit monitoring statements which are checked by the finance team.

6.3 For those with the largest deficits, regular contact is made with the schools to 
discuss deficit recovery and long term budget planning.

6.4 In relation to surplus balances there has been little support or challenge in this 
area as surplus balances have not been the focus in previous years. A system 
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has been put in place with the audit team to include as part of their schools 
audit the issue of surplus balances. Audit will follow up with schools in relation 
to their plans for the use of surplus balances and will report on the progress, 
indicating whether the balances have been used as indicated or indeed if they 
have not. This will then be addressed by the Finance team.

6.5 A further piece of work will be undertaken over the summer to draw up a formal 
process of accounting for and reporting of surplus balances. The DfE have 
suggested that schools should be held to account for all balances not just those 
over the prescribed limits. Consideration will be given to this when setting the 
protocols and we will access other Local Authority schemes to collect best 
practice information.

7 Impact of Academies on Overall Balances
.
7.1 As more schools convert to academy status there is an impact on the overall 

level of balances held by schools and recorded in the Authority’s accounts. For 
those schools who choose to convert, they are able to take any accumulated 
balances with them on both capital and revenue budget allocations. 

8. Conclusions 

8.1 The number of schools in deficit has stayed at 6 and none of the schools in 
deficit in 2012-13 have increased their deficit. There is 1 new school in a 
temporary deficit position and apart from this school; all schools have agreed 
deficit recovery plans.

8.2 The introduction of a robust deficit management application and monitoring 
process has significantly reduced the number of schools entering into a deficit 
budget situation and stimulated those already in deficit to reduce their deficits 
quicker than the approved plans. 

8.3 Increases in pupil numbers should provide sustained increases in the primary 
sector budgets and should, in time, flow through into the secondary sector.

8.4 Academy conversions will impact on the overall level of schools balances

8.5 School budgets will be closely monitored and the licensed deficit monitoring 
arrangements will be enforced in all schools with licensed deficits. 

8.6 The level of surplus balances is starting to increase and a formal system will be 
introduced to monitor and manage the level of surplus balances

9. Recommendations

9.1 Members of School Forum are asked to consider the current position on school 
balances and the actions being taken to assist and challenge schools.
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KEY COUNCIL POLICIES: 2013-14 Revenue Budget

EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS:

ASSESSMENT OF RISK: Medium. Out of a total of eighty five school balances 
reported, there are seventy nine in surplus and six in deficit. There is one school 
previously in surplus that has gone into a small deficit. Schools with surplus balances 
currently exceed those with deficit balances, with an overall estimated net surplus 
balance at 31st March 2014 of £7.740 million. Attention is being focussed on the 
schools in deficit and deficit recovery plans are in place for all schools with deficit 
budgets.

LEGAL ADVICE OBTAINED:  

The Council has adopted the Government guidance regarding the levels of school 
balances and is acting in accordance with this. Provided that school budgets 
continue to be closely monitored and the licensed deficit monitoring arrangements 
continue to be enforced in all schools with licensed deficits there should be no 
adverse legal implications.      

FINANCIAL ADVICE OBTAINED: Input for this report has been provided by the 
Finance Team 

PROCUREMENT IMPLICATIONS: Supplied by: No implications from procurement

HR IMPLICATIONS: Supplied by: Catherine Sharples – HR Consultant
 Human Resources will continue to support these schools in budget deficit, as in 
previous years, to achieve their aims as outlined in their licensed budget recovery 
plans. Where staffing has been highlighted as an area for saving, options of 
Voluntary Early Retirement or Voluntary Severance may be considered along with 
supporting Headteachers with other staffing issues using the appropriate HR policies

OTHER DIRECTORATES CONSULTED: Customer and Support Services

CONTACT OFFICERS: 
Neil Thornton: Chief Financial Officer
Paula Summersfield: Strategic Finance Manager
Gani Martins: Acting Strategic Director for Children’s Services

WARD(S) TO WHICH REPORT RELATE(S):  All


