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REPORT TITLE: SCHOOL BALANCES 2009-10
1. Purpose of Report

1.1 This report provides the schools balances position as at the end of March 2010 and the potential clawback of balances under the Balance Control Mechanism (BCM) scheme
2. Recommendations 

2.1 The report is for information.

3. Relevance to Strategic Plans
3.1 The transfer of school accumulated balances between years is set out in statute (Education Reform Act 1988; School Standards and Framework Act 1998). 
4. Finance Implications

4.1 Any funds clawed back will be subject to redistribution (by a method to be determined by Schools Forum dependant on the size of the clawback) and therefore there is no overall financial implication for the Dedicated Schools Grant (DSG); there will, however, be a financial implication for individual schools’ budgets.

5. Other Resource Implications

6. Background
6.1  The level of balances in schools at the end of 2009-10 has decreased to £47.3m net; a decrease of £7.1m or 13%.  
6.2  The overall level of school balances is now reducing following the second year of the introduction of the BCM.  The BCM has become more tightly drawn in 2009-2010.  The number of permitted exceptions to the scheme has been reduced and therefore the level of balances which can be retained before clawback is triggered has reduced accordingly. 
6.3  Over the past two years, a substantial amount of information and guidance on the BCM and its potential consequences for both individual schools and schools generally has been made available. Anecdotally the decrease in balances in Essex seems to be in line with the trend in other authorities in this region where balances are generally stabilising or decreasing, some markedly so.

For 2009-2010, the Balance Control Mechanism allowed schools to hold balances of a lump sum of £30,000 plus 5% (secondary)/8% (primary and special schools) of their Schools Budget Share.  

One third of the original Standards Funds allocations, all cluster balances and capital projects previously notified to the LA are excepted items from this calculation. 

6.4  At the end of 2009-10, all schools with surplus balances were required to submit a return setting out the details of plans to use revenue balances for capital projects together with a project plan and cash flow.  The returns were signed off by Chairs of Governing Bodies. Amounts held by schools on behalf of groups of schools and unspent Standards Funds (to a limit of one third of original allocation) were collected form schools on their year end accumulated balance reconciliation form.
7 2009-10 School Balances
7.1 Overall the total rate of increase in school net balances has reversed this year: 

2005-06 
4.3%

2006-07 
9.8%

2007-08 
6.0%

2008-09         4.1%
2009-10      -13.2%

7.2 The total revenue balances on a sector basis are as follows:

	 
	2005-06
	2006-07
	2007-08
	2008-09
	2009-10

	Primary
	  28,846,820 
	  29,845,049 
	  32,575,025 
	 31,166,945 
	26,928,205

	Secondary
	  13,217,195 
	  16,638,998 
	  17,058,054 
	 20,936,006 
	18,458,176

	Special
	    2,694,245 
	    2,831,863 
	    2,734,767 
	   2,391,689 
	1,900,127

	Total
	  44,758,260 
	  49,315,911 
	  52,367,846 
	 54,494,640 
	47,286,508


7.3
 Comparing balances year on year highlights a reduction across all phases.:
	
	Primary
	Secondary
	Special

	% change 2008-09 to 2009-10
	-14%
	-12%
	-21%


7.4  A graphic presentation of balances is shown below: 
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7.5 A complete list of all schools balances and the draft clawback position is attached at Appendix 1.  This shows both 2008-2009 and 2009-2010 year end balances for comparison purposes in addition to the permitted exceptions to calculate the draft clawback position.  The listing is in school name alphabetical order.  There have been views suggesting that consortium/cluster balances should be excluded from such analysis as that these are held by one school, of behalf of others. (In reality theses balances still belong to schools and could be distributed on a pre-agreed basis.) Appendix 2 shows the balances net of consortium/cluster funds, again in school name alphabetical order.
8 National Data 

8.1 At present, National Benchmarking data is only available for 1999-00 to 2008-09, whereas this report has focussed on Essex balances for 2009-10. The benchmarking data can be accessed from the following link: http://www.dcsf.gov.uk/everychildmatters/strategy/financeandfunding/informationforlocalauthorities/section52/schoolbalances/s52sb/
8.2 The table below details headline indicators which show in all cases that Essex schools balances are higher than the national and eastern region average balances: 

	2008-09 
	Essex 
	National 
	Eastern Region 

	Average revenue balance per school 
	£94,721
	£80,907 
	£71,266

	Total revenue balance as a % of total revenue income 
	6.0%
	5.2% 
	4.9%

	% of schools with balances exceeding 5%/8% of total income 
	42.8%
	32.7% 
	30.0% 


8.3 Reviewing the information by phase shows that primary and special schools remain above the national and eastern region averages., Secondary schools were holding balances which were broadly in line with both National and Regional averages. 
	2008-09

	PRIMARY 
	Essex 
	National 
	Eastern Region 

	Average revenue balance per school 


	£67,613
	£61,346 
	£51,818

	Total revenue balance as a % of total revenue income 
	8.3%
	7.0% 
	6.9%

	% of schools with balances exceeding 5% of total income 
	51.3%
	37.6% 
	36.1% 

	SECONDARY
	Essex 
	National 
	Eastern Region 

	Average revenue balance per school 


	£214,101
	£204,616 
	£171,718

	Total revenue balance as a % of total revenue income 
	3.8%
	4.2% 
	3.9%

	% of schools with balances exceeding 5% of total income 

	36.3%
	37.0% 
	30.8%

	SPECIAL 
	Essex 
	National 
	Eastern Region 

	Average revenue balance per school 
	£143,935
	£120,789 
	£119,146

	Total revenue balance as a % of total revenue income 
	9.1%
	7.3% 
	7.4%

	% of schools with balances exceeding 8% of total income 
	52.6%
	40.5% 
	35.6% 


8.4 Whilst difficult to predict, the significant reduction in accumulated balances in Essex schools in 2009-10 should bring balances more in line with National averages.
8.5 These statistics demonstrate the need for greater challenge of school balances. The more tightly drawn BCM and other work undertaken by the Schools Monitoring Team during 2009-10 have resulted in the balance reductions reported. 
9.   Clawback

 9.1 Analysis of the use of balances by schools shows that, under the BCM, there is approximately £72k of funds to be clawed back from12 schools.  
9.2 Under the BCM, schools have been informed of their clawback position and have been requested to notify the LA if they wish to appeal by 30th June 2010. Appeals to the clawback will only be allowable in exceptional cases where a school has documented proof of previous LA agreement for retaining balances for a specific reason. It is not anticipated that there will be any appeals. 
9.3  The level of potential clawback is much reduced compared to 2008-2009.  However the Schools Forum has approved the removal of the value of Standards Funds allocations and revenue contributions to capital projects from the list of permitted exceptions to the BCM for 2010-2011 at its meeting in October 2009.  It should be noted that, had these not been permitted exceptions this year, clawbacked funds would have been in the order of some £3.6m.
9.4  The original DCSF advice on the threshold for balances within the Balance Control Mechanism was the simple 5% (secondary) / 8% (primary and special schools) of School Budget Share; applying this position in Essex in 2009-2010 would have produced clawback funds of some £8.9m
9.5  Once finalised, clawed back funds will be available for distribution, on a basis to be determined by the Schools Forum. 
10. Consultation with stakeholders
11. Background / Supporting papers   
11.1 The schools balances and the draft clawback position are attached at Appendix 1 and 2
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