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Vale of Glamorgan Council

Learning & Development

Scheme to Clawback Surplus School Balances
1. Introduction

1.1 The Education Reform Act 1988 introduced Local Management of Schools and the requirement for schools to receive delegated budgets.  With this came the right for schools to carry forward balances from one financial year to the next.  The Council’s Fair Funding Scheme for Financing Schools is required to contain a statement to that effect.  The following is an extract from the Council’s Fair Funding Scheme:
4.1
The Right to Carry Forward Surplus Balances

4.1.1 Schools are allowed to carry forward from one financial to the next any underspend on its budget share for the year plus/minus any balance brought forward from the previous year.

4.1.2 Any balance held centrally by the Council at the end of one financial year, which does not form part of the schools bank account, will be transferred to the schools bank account with the first instalment of the next financial years budget on the basis that there is then a subsequent correction when the accounts for the year to which the balance relates are closed. 
1.2 In September 2010 The School Funding (Wales) Regulations 2010 came into force and gave Local Authorites powers direct schools to spend surplus balances or to clawback surplus balances.
1.3 The Council’s Fair Funding Scheme for Financing Schools is required to contain a statement outlining the Local Authority’s powers relating to surplus school balances.  The following is an extract from the Council’s Fair Funding Scheme:
4.2
Reporting on the Intended use of Surplus Balances
4.2.1
Schools should not accumulate what might appear to be excessive surpluses, greater than 5% of the budget share or £10,000, whichever is the greater, without good reason.

4.2.2
Governing bodies are required to report to the Chief Learning & Skills Officer on the use the school intends to make of surplus balances that exceed either 5% of their budget share or £10,000, whichever is the greater. (Para 19-Schedule 4-School Funding (Wales) Regulations 2010).

4.2.3  The authority may direct the governing body as to how to spend a surplus in the school balance for a funding period if, in the case of a nursery or primary school the surplus is £50,000 or more and in the case of a secondary or special school the surplus is £100,000 or more. (Para 20-Schedule 4-School Funding (Wales) Regulations 2010)   
4.2.4  The authority may, if the governing body do not comply with such a direction, require the governing body to pay all or part of that surplus to the authority to be applied as part of their schools budget for the funding period in question.  (Para20-Scheme 4-School Funding (Wales) Regulations 2010)
1.4 It is prudent and recognised as good financial practice for schools to retain a contingency the level of which will vary school to school depending on size and circumstance.
1.5 The Local Authority recognises that actual balances at the end of the year may differ from that predicted for a host of reasons e.g. late notification of grant funding, unexpected donation, lower energy bills than anticipated, lower staff costs resulting from staff turnover and/or maternity, delayed building works etc. 

1.6 Some schools may decide to “commit” all or part of their balance.  Balances may only be classed as committed if the school provides evidence to show that they have been set aside for a specific purpose, will be spent within a defined timescale with a fixed end point and have been approved by the governing body.

1.7 Schools will be allowed to make a reasoned case for commitments against reduction in pupil numbers, however the school will be required to ensure that the staffing structure is appropriate for the number of pupils and is sustainable in future years.
1.8 Schools will be required to give reasons for the surplus balance but will be given the opportunity to spend it the following year; this would be reflected in the following year’s budget and predicted balance.
1.9 Although the Local Authority can only clawback surplus balances above the limits outlined in 1.3 above it will continue to challenge schools with balances in excess of 5% of the school’s formula allocation for the year.
2. Engaging & Challenging Schools with Surplus Balances 
2.1 In setting its budget for the coming year the school will be mindful of its planned surplus balance brought forward from the previous financial year and that projected to the end of the financial year in question.   
2.2 All schools with balances in excess of 5% or any Nursery and Primary Schools with balances in excess of £50,000 and Secondary and Special Schools with balances in excess of £100,000 will be asked to provide detailed plans for its use.  These schools will be required to complete and submit the Proforma attached.
2.3 There may be instances where the balance might be below the 5% limit but above the £50,000 or £100,000 limits, these schools will also be challenged.

2.4 The returned forms will be checked, monitored and reported on by the School Finance Support Team.  Schools will have to provide strong arguments why specific planned use has not taken place resulting in the school ending the year with a balance in excess of the respective limits.  Where good reason is given the school will be allowed to carry forward the surplus balance.
2.5 The school’s planned use of its balance should be reflected in and supported by the school development plan and minuted by the full governing body.  Schools will need to be mindful when planning the use of the balance wherever possible not to spend it on recurrent expenditure e.g. permanent staff, which might not be sustainable in the future.

2.6 Where good reason is not given the Local Authority will either direct the school to spend the surplus or clawback the excess above the respective balance (£50,000 or £100,000).

2.7 In considering a direction to spend the Local Authority will take into account the school’s performance, its resources and condition and suitability of the school building.

2.8 Should the school fail to adhere to the direction the Local Authority will claw back the surplus balance and redirect this funding to the Schools Budget overall.  The school from which the balance is withdrawn may not necessarily benefit from the amount withdrawn.

2.9 Before any amount is clawed back schools would have had opportunity to spend or would have been directed to spend.  The decision to clawback surplus balances will be made by the Chief Learning & Skills Officer in consultation with the Schools Budget Forum, there will be no appeal process.

3. How will the Clawback be used
3.1 Any amount clawed back from a school can only be used in relation to the overall schools’ budget and will be used in the financial year in which it is clawed back.
3.2 The Chief Learning & Skills Officer will also determine, in consultation with the Schools Budget Forum, how the clawed back amounts should be allocated following full consultation with the Heads of School Improvement, Additional Learning Needs and Strategic Planning & Performance.
3.3 The Schools Budget Forum will be notified of all amounts clawed back and its use.  As far as its use is concerned the Local Authority will be required to demonstrate that it has been used constructively e.g. to improve standards of achievement and/or conditions of the environment in which pupils are taught and/or invest-to-save schemes and/or to support partnership/ collaborative/ federation arrangements.

3.4 Amounts clawed back will not be used to write off on part or full any other school’s deficit.  Schools in a deficit position are required to agree and implement Budget Recovery Plans.

4. Timescales
4.1 Although the Local Authority has been challenging schools with excessive balances for sometime despite the absence of specific regulations and guidance, this scheme will become effective from 1st April 2012.
4.2 Schools are required to receive notification of their Formula Allocation for the coming financial year by 31st March preceding the year in question, the Local Authority will make every effort to notify schools as soon as practicable.  Schools also receive a three year indicative budget.

4.3 The Local Authority is required to close its accounts for the previous financial year by mid-May of the following year.
4.4 Schools should be aware of their financial position for the year in question as soon as it is aware of its Formula Allocation as it should, by this time, have a good idea what their balance at the end of the previous financial year is likely to be.
4.5 By the end of May schools should be in a position to predict what they think their end of year balance is likely to be, including the balance brought forward.  The school’s budget should include provision for all planned expenditure in the financial year and must be ratified by the full governing body.  
4.6 Each school with an outturn balance in excess of the respective limits will receive a request and a Proforma by the end of May of how the school plans to use its balance.  Schools may be required to provide documentary evidence e.g. School Development Plan, governing body minutes, copy of quotes received and orders placed.  This information will be required by the end of the Summer Term.
4.7 Schools will be contacted by the School Finance Support Team in September to clarify any issues and to confirm whether the plans are acceptable.  If the plans as submitted are not acceptable the Head Teacher will be notified and reasons given.  The school will be asked to resubmit the plans by the end of September.  Failure to return the completed Proforma or to provide the required supporting documentation will result in a directive to spend or automatic clawback.
4.8 Should the plan still be unacceptable then the Local Authority can, if it so wishes, direct the school to spend the balance in a particular way or clawback the surplus balance.
4.9 The balances will be monitored during the year and if the excess balance remains unspent or uncommitted at the end of the current financial year then the Local Authority will either direct the school to spend or clawback the excess balance in the following Summer Term.  If the balance is committed to balance the following year’s budget then there will be no direction to spend or clawback.
4.10 The amount clawed back will be allocated in the same financial year as it was clawed back and reported to the Schools Budget Forum.

5. Contacts
5.1 Any questions or clarification regarding this scheme should be directed in the first instance to the Schools Accountant.
6. Review
6.1 This scheme will be reviewed in 2013/14 or when there are any changes to the Regulation and/or guidance whichever is the soonest.
