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1. Purpose of Report

1.1. In line with the Scheme of Delegation with respect to school budgets, it is a 
requirement that the overall position on the balances held in schools be reported to 
the Overview and Scrutiny Committee.

2. Recommendations

2.1 It is recommended that members note this report.

3. Background

3.1. Under the Schools Standard and Framework Act 1998 (as amended) and the Scheme 
for Financing Schools, local authorities in conjunction with their schools forum are 
required to review and challenge the level of surpluses held by individual schools.  In 
general, funds given to schools are for the purpose of educating the pupils in school 
at that time, although it is recognised that schools will accumulate some funds for 
specific longer term planned projects. Excessive accumulation of surpluses, unless 
saved for a planned purpose, could represent a loss of opportunity for these pupils.

3.2. Surplus balances greater than a threshold equal to an agreed percentage of a 
school’s funding for a consecutive two year period are subject to challenge and review 
by the local authority in conjunction with Schools Forum. In October 2015 Rochdale’s 
Schools Forum approved the reduction of the threshold from 12% to 8% with the 
exception of schools with less than 180 pupils which remains at 12%.

3.3. Potentially, under Rochdale’s Scheme for Financing Schools, any surpluses fitting 
these criteria and not deemed to be used for ‘eligible’ purposes can be clawed-back 
with re-distribution to all schools via the Schools Block.  It is for Forum to agree the 
Scheme and the local authority to administer on School Forum’s behalf.  A copy of the 
section of the Scheme dealing with reportable surpluses is provided at Appendix A.

3.4. Schools final outturns for 2015/16 and an overview of the level of surpluses in schools 
as at 31st March 2016 were reported to Schools Forum in June 2016.



4. Alternatives considered

4.1. No alternatives considered.

5. Findings

Level of Balances – Final Outturn 2015/16

5.1. Outturn for 2015/16 showed total school balances of £13,275k, with no schools in 
deficit.

5.2. The overall final Individual School Budget (ISB) balance for 2015/16 compared to 
2014/15 is summarised in the table below and shows decreases in all sectors:

Sector
Final 

2015/16
£000

Final 
2014/15

£000

Change

£000

Change

%

Nursery 67 143 (76) (53%)

Primary 8,560 9,741 (1,181) (12%)

Secondary 3,998 5,664 (1,666) (29%)

Special 650 768 (118) (15%)

Overall 13,275 16,316 (3,041) (19%)

5.3. Balances overall represent around 8% of schools funding for 2015/16. Overall 
balances have decreased by £3,041k or 19% from the 2014/15 position, although the 
balances last year included £1,700k of monies due to the LA on completion of 
Building Schools for the Future (BSF) works at three secondary schools. Taking this 
into account the overall balance has reduced by £1,341k.

5.4. The following graph shows the level of balances over the last four years, both overall 
and per sector. For information purposes an amount showing the estimated level of 
balances in Rochdale schools based on the average level of balances per school for 
the North West has been included. This highlights the high level of balances Rochdale 
schools have in contrast to the rest of the region. This was the subject of a more 
detailed report to Schools Forum in March 2015; as a result Schools Forum agreed a 
reduction in the level of surplus permitted before it would become the subject of a 
review.



Surplus Balances 2015/16

5.5. Rochdale’s Scheme for Financing Schools allows for schools to carry forward 
balances from one financial year to the next but also contains a mechanism to 
clawback excess surplus balances where there is no clear plan of its use on eligible 
expenditure.

5.6. Eligible expenditure as per Section 4 of the Scheme for Financing Schools is:

Repairs and Maintenance
 Revenue contributions to specific capital projects
 Essential health and safety works
 Essential security works
 Other specified repairs and maintenance

Investment: Information Technology
 Major investment in Information Technology equipment and/or facilities

Short Term Staffing
 Additional teaching or support staff (for 12 months only)

Other
 Investment in community facilities
 Pupil premium – 12% of the schools allocation for the financial year

The full details are shown at Appendix A.

5.7. The ‘balance control mechanism’ in the Scheme for Financing Schools ensures that 
schools with a surplus greater than 8%* of their ISB for two consecutive years are 
subject to review by the LA in conjunction with School Forum. Schools that fall into 
this category are considered to have a Reportable Surplus and governing bodies have 
to report details of the planned use of the amount in excess of the 8% to the LA.

*Note that for 2015/16 schools will need to have had a surplus in excess of 12% as at 31 
March 2015 and in excess of 8% as at 31 March 2016 to be subject to review. Also there is a 



threshold of 12% for small schools with less than 180 pupils.

5.8. There are currently 47 schools with a surplus balance greater than 8%. The graph 
below shows how the number of schools with a balance greater than the reportable 
surplus threshold has increased over the years.

5.9. The increase from 32 to 47 schools with a surplus above the threshold will have been 
influenced by the reduction in the reportable surplus threshold from 12% to 8% half 
way through the 2015/16 financial year; many schools will have managed their 
budgets in previous years allowing for a surplus of just below 12%. With schools 
having more time to develop budget plans showing a reduced surplus as well as 
facing increased budget pressures this number is expected to drop in future years.

Reportable Surplus Balances 2015/16

5.10.Of the 47 schools with a surplus balance greater than 8%, 20 are subject to further 
review in accordance with Section 4 of the Scheme for Financing Schools. A report 
with details of the planned use of the surplus balances will be presented at the 
October 2016 Schools Forum.

5.11.In 2014/15 there were a total of 21 schools with a Reportable Surplus and the LA will 
be verifying that those schools have used their surplus balances in accordance with 
the planned use reported last year. This detail will form part of the report referred to in 
paragraph 5.10.

5.12.The following graph highlights how the level of Reportable Surplus has fluctuated over 
the last four years. The significant increase in 2015/16 can be attributed to the primary 
sector and is likely to be due to the reduction in the threshold from 12% to 8%. It 
should be noted that it is approximately only a quarter of primary schools with 
significant balances; 18 out of 66 schools hold 50% of the total primary sector 
balances.



5.13.It is worth noting that the capital funding available to schools has reduced significantly 
in the last few years; schools increasingly have to use revenue funds to carry out 
improvement works to their school premises. If projects are carried out in the Easter 
and summer holiday period schools are likely to have an increased surplus to fund 
these works. A review of the reportable surplus statements due from schools over the 
summer months will be analysed and form part of the report to Forum in October.

6. Financial Implications

6.1. Following review of the use of reportable surpluses, Schools Forum has the authority 
to claw back from individual schools any reportable surplus amounts over the agreed 
percentage which has not been or will not be utilised by schools in accordance with 
the Scheme. Any funds clawed back go back into the Schools Block to be re-
distributed to all schools through the fair funding formula.

7. Legal Implications

7.1. Schools Forum is a statutory body with certain statutory powers in relation to school 
funding governed by legislation. Local Authorities are required to have a Scheme for 
Financing Schools and school forums have the authority to approve changes to a 
Scheme for Financing.

8. Personnel Implications

8.1. There are no personnel implications as a result of this report.

9. Corporate Priorities

9.1. Equity of funding for schools is an important element of contributing to the Council’s 
Priorities and Council’s Blueprint in encouraging local children to have high 
aspirations and helping them to achieve as highly as possible.



10. Risk Assessment Implications

10.1.There are no specific risk issues arising from this report for members to consider.

11. Equalities Impacts

11.1. Workforce Equality Impacts Assessment

There are no workforce equality issues arising from this report.

11.2. Equality/Community Impact Assessments

There are no equality/community issues arising from this report.
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