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1. INTRODUCTION

1.1
In accordance with Westminster Council’s Scheme for Financing Schools, schools provide their latest governors financial monitoring report each quarter. Schools with deficit balances are required to report on their forecast year end position on a monthly basis.
2. FORECAST SCHOOL BALANCES
2.1 The detail of individual forecast school balances as at 31st March 2021 compared to the reported balances at 31st March 2020 are shown in Appendix A.  These balances reflect the monitoring information provided by schools for quarter 2. The balances are compared to the relevant calculation for the ESFA’s suggested revenue balance limits.

2.2 Westminster’s annual statement of accounts reported an aggregate total of School Balances of £1.839m at 31st March 2020, based on the best information available (including an element of estimates) at the time of closing the accounts. Following this, further work to refine the balances and verify the final position shown on the financial systems shows the final schools balances to be higher by £0.272m at £2.111m. The balances are currently forecast to be £0.743m by 31st March 2021.
2.3 There are 15 schools forecast to be in a deficit position as at 31st March 2021, compared to 14 schools with deficit balances at 31st March 2020. The total deficit in these schools is forecast to be £1.481m.
2.4 Five schools are forecast to have balances in excess of the Education & Skills Funding Agency (ESFA) guidance which refers to balances that exceed 5% of the annual budget for secondary schools and 8% for nursery, primary and special schools. Of these, 4 had a net overspend on budget for the year.
2.5 Overall, of the 40 schools shown in Appendix A, 27 reported a net deficit on budget for the year, thereby reducing their surplus balance or increasing their deficit balance.
2.6 The Council’s Scheme for Financing Schools does not permit a school to plan for a deficit budget. Where in exceptional circumstances deficits cannot be avoided, then such deficits need to operate under licence.  This requires the school to agree a deficit recovery plan with the Authority before the first formal budget is set in the financial year of the planned deficit. The status of the recovery plans for schools in deficit is set out in section 3.
3. RAG RATING OF SCHOOL BALANCES

3.1 The purpose of RAG rating school balances is to identify any schools that are at risk of going into deficit or are already in deficit and need a financial plan in order to avoid or recover from a deficit to stabilise to a sustainable position.
3.2 It is known that schools are facing increasing and ongoing funding pressures particularly due to falling school rolls, which mean that the potential for WCC schools to encounter difficulties needs to be taken seriously. Looking ahead the impact of Covid-19 regarding additional costs incurred that may not be claimable from the Department for Education (DfE) and the partial loss of school generated income means that all schools will need to apply further tight financial management to avoid significant worsening of school balances  through the year if they are not to dramatically worsen by March 2021.
3.3 The RAG rating is based on the agreed criteria in Appendix B and shows:

Table 1 – RAG Rating Summary
	RAG Rating
	No of Schools – 31/3/20
	No of Schools – 31/3/21

	Red
	14
	15

	Amber
	9
	10

	Green
	17
	15

	Total
	40
	40


3.4 The 14 red RAG rated schools as at March 2020 are in the following position with regard to their recovery plans:

Table 2 – Recovery Plan Position
	Status
	

	Licensed deficits agreed with LA – recovery plans received/pending
	10

	Of the above, budget plan to recover deficit and balance in-year
	2

	Revised deficit recovery plan requested – schools that have a deficit recovery plan that goes over 3 years
	2

	Further work needed to establish deficit recovery plan by 18/12/2020
	2

	Total
	14


3.5 The local authority has employed a part time financial adviser to support schools with deficits in their production of robust deficit recovery plans and to review those at risk of going into deficit. Plans are in place for the 4 schools with outstanding deficit recovery plans to produce these by the end of the autumn term.
3.6 The deficit at St Luke’s has been reduced by £259k after investigation of some historic balances owed to the local authority. A three year deficit recovery plan is therefore expected from the school shortly.
3.7 Deficit recovery plans need to be reviewed annually and revised as necessary. Progress against the plan will be monitored regularly during the year.

3.8 Schools classified as amber are deemed to be at risk and further work will be undertaken to address financial concerns.  Assurances that plans are in place to manage ongoing commitments such as staffing, e.g. through restructuring – particularly where this expenditure is being funded from the use of one-off balances, will also be sought.  
3.9 In order to address financial management concerns raised in the ISOS report, training and support for schools and governing bodies is being reviewed as well as a multi-year budget planning tool.
4. RECOMMENDATIONS 

 
Schools Forum are asked to note:
4.1 the level of schools’ balances and summary RAG ratings.
5. APPENDICES

A – Forecast School Balances 31.03.2021

B – School Balances RAG rating criteria 
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This report informs Schools’ Forum of the current forecast position for school balances as at the 31st March 2021. 
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