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Executive Summary

This report provides the annual update and review of the financial balances of Southwark’s maintained schools as at 31 March 2019. 
Schools Forum Actions

To note:

· the schools’ cumulative revenue balances have fallen from £13.0m as at 31 March 2018 to £12.6m as at 31 March 2019.  
· That there are overall 19 schools in deficit as at 31 March 2019 (19 were in deficit as at 31 March 2018) 
1.
Total Revenue School Balances at the end of 31 March 2019
1.1 The year-end revenue balances held by Southwark maintained schools show a reduction of £330k from £13.0 to £12.6m. (The 2017/18 figure of £13m has been reduced from the previously reported £13.7m by the removal of the schools that have converted to academies over the course of the 2018/19 financial year.)
1.2 There are now 20 schools that have a revenue deficit, that represents 27% of our schools. There were 43 (59%) schools that operated an in-year deficit in 2018/19 i.e. expenditure exceeded income received that year and have supported their funding by using their previous years’ carry forward. With the pupil numbers falling there strategy is not sustainable. 
The Table below shows the total revenue balances by sector at the end of the 2018/19 financial year. Appendix A also provides the capital balances.
Table 1: Schools’ Revenue Balances at 31 March 2019 (- is a deficit))
	Phase
	Number of Schools
	2018/19  Balances
	Average  Balance
	Lowest balance (including deficits)
	Highest positive balance

	Nursery
	5
	198,850
	39,770
	-165,611
	353,153

	Primary
	60
	8,856,810
	147,613
	-319,821
	1,911,144

	Secondary
	3
	1,475,273
	491,758
	-27,748
	1,035,277

	Special
	8
	2,107,188
	263,399
	-29,691
	659,301

	Total
	76
	12,638,121
	 
	 
	 


Note - Special Schools includes Hospital Schools and the Pupil Referral Unit. The Table excludes balances held by academies and free schools.
1.3
A comparison of the total revenue held by schools over the past four years is provided in the table below. 

Table 2: Four Year Trend Analysis of Revenue Balances 
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1.4 Appendix A lists each school’s revenue balances.
2.
Controls on Surplus Revenue Balances

2.1
The Council has adopted controls on surplus revenue balances using thresholds of 5% for secondary schools and 8% for other schools. A breakdown of the number of schools holding revenue balances in excess of the threshold by phase is outlined in the table below: 

Table 3: Schools in Excess of Agreed Threshold 
	Phase
	2018/19

No. of schools
	2017-18

No. of schools
	2016-17

 No. of schools

	Nursery
	2
	3
	2

	Primary
	19
	27
	25

	Secondary
	2
	3
	2

	Special
	6
	6
	7

	Total
	29
	39
	42


2.2
As part of the Council Council’s controls the Schools Finance Team (SFT) will write to schools that have exceeded the threshold regarding their balances asking for the purpose for which they are held. This will be analysed and reported to a future Schools Forum meeting
3.
Schools with Opening Deficit Balances in 2019/20
Definition of Financial Difficulty

3.1
In addition to the statutory roles of the council to set school budgets, collect and collate the revenue and capital annual outturn figures, for consolidation in the council's balance sheet, it has a duty to review and monitor the financial 'health' of maintained schools in terms of their budget pressures and ability to manage day to day cash flow.

3.2
The schools with deficit balances at the year end of 31st March for the past 3 years are shown below:
Table 4: - Trend Analysis of Deficit Balances 
	Schools Phase
	Number In Deficit      2018-19
	Number In Deficit      2017-18
	Number In Deficit      2016-17

	Nursery
	2
	2
	1

	Primary
	16
	19
	10

	Secondary
	1
	1
	0

	Special
	1
	0
	0

	Total
	20
	22
	11


3.3
The list includes 3 schools which have moved into deficit this year, there are 5 schools that have moved out of deficit. The Schools Finance Team are actively working with the schools to ensure they all have  licensed budget recovery plans in place.
3.4
The table above is calculated using the total revenue balances for schools, including any community focussed extended services balances. The previous years’ data has been amended from that previously reported to show a like for like comparison and to remove schools that have subsequently become academies.
4. 
Overall Financial Position
The above tables show the difficult financial climate that schools are facing of both in-year deficits and falling pupil numbers. Further pay awards are anticipated to run to at least 2% and general inflation to remain above any funding increases. The increase from central government for the last two years allowed for an annual rise of just 0.5%. School budgets over the next three years could potentially see 6% real terms reduction in funding, before taking into effect any impact of Brexit.

In order to assist schools with these circumstances a number of actions have been taken:
· A regular session for Schools Business Managers has been set up

· Training sessions will be held on managing school budgets in difficult times for:-
School Business Mangers

Head teachers

Chairs of full Governing bodies and chairs of finance committee

· Local benchmarking data will be provided as well a national benchmarking data

· Termly SEN funding adjustments have been implemented rather than once a year at year end
· Termly Early Years funding adjustments have been implemented rather than once a year at year end 

5 
Conclusion 

5.1
The end of year financial position shows the strain that schools finances are under stress and the Schools Financial Value and Audit Reports show contrasting views on the financial monitoring and governance in the school. 
5.2
The financial position is likely to worsen over the new few years and the financial position will come under even more close scrutiny. It is important that Governors play an important part in monitoring and challenging financial performance in schools bearing in mind the underlying differences in the conclusions between the School Financial Value Standard and the internal Audit Reports.
Appendix A – Schools Closing Revenue Balance at 31 March 2019
	Nursery Schools
	
	
	
	

	
	Sequential School Number
	Closing revenue balance at 31 March 2018
	Closing revenue balance at 31 March 2019
	
	Capital Balances as 31 March 2019

	
	1
	(£130,466)
	(£165,611) 
	
	£21,136

	
	2
	(£31,433)
	(£105,151) 
	
	£37,805

	
	3
	£168,403 
	£11,060 
	
	£30,067

	
	4
	£145,670 
	£105,398 
	
	£17,636

	
	5
	£439,047 
	£353,153 
	
	£0

	
	Nursery Schools
	£591,220 
	£198,850
	
	£106,644

	
	 
	 
	 
	
	 

	Primary Schools
	
	
	
	

	
	Sequential School Number
	Closing revenue balance at 31 March 2018
	Closing revenue balance at 31 March 2019
	
	Capital Balances as 31 March 2019

	
	6
	(£290,789)
	(£319,821)
	
	£29,887

	
	7
	(£209,270)
	(£262,365)
	
	£9,717

	
	8
	(£2,874)
	(£172,193)
	
	£44,566

	
	9
	(£80,434)
	(£167,520)
	
	£116,126

	
	10
	(£69,472)
	(£148,264)
	
	£10,988

	
	11
	(£58,544)
	(£142,796)
	
	£55,328

	
	12
	(£127,474)
	(£138,848)
	
	£0

	
	13
	£34,028
	(£115,159)
	
	£13,754

	
	14
	(£103,004)
	(£110,803)
	
	£0

	
	15
	(£13,984)
	(£94,234)
	
	£51,358

	
	16
	(£88,088)
	(£85,992)
	
	£0

	
	17
	(£12,685)
	(£58,733)
	
	£0

	
	18
	(£11,323)
	(£39,429)
	
	£42,401

	
	19
	(£118,091)
	(£15,283)
	
	£0

	
	20
	(£9,711)
	(£8,831)
	
	£261,086

	
	21
	£106,787
	(£980)
	
	£10,796

	
	22
	(£18,453)
	£5,719
	
	£54,939

	
	23
	£59,046
	£5,922
	
	(£52,951)

	
	24
	£2,356
	£9,957
	
	£0

	
	25
	£234,831
	£10,050
	
	£0

	
	26
	£140,426
	£28,277
	
	£0

	
	27
	£105,332
	£29,149
	
	£29,232

	
	28
	£59,248
	£42,566
	
	£0

	
	29
	(£30,303)
	£66,456
	
	£22,925

	
	30
	(£221,330)
	£74,772
	
	£0

	
	31
	£64,494
	£78,816
	
	£0

	
	32
	(£13,136)
	£85,658
	
	£40,488

	
	33
	£94,380
	£89,697
	
	£0

	
	34
	£123,085
	£91,119
	
	£0

	
	35
	£159,085
	£112,807
	
	£0

	
	36
	£113,921
	£113,038
	
	£9,850

	
	37
	£231,524
	£115,122
	
	£2,227

	
	38
	£108,172
	£122,859
	
	£0

	
	39
	£74,572
	£133,400
	
	(£142,029)

	
	40
	£185,385
	£136,901
	
	£10,049

	
	41
	(£31,074)
	£137,872
	
	(£11,554)

	
	42
	£120,401
	£141,142
	
	£56,026

	
	43
	£184,128
	£148,095
	
	£16,635

	
	44
	£173,099
	£152,234
	
	£0

	
	45
	£75,949
	£157,875
	
	£61,435

	
	46
	£115,014
	£168,584
	
	£27,028

	
	47
	£212,321
	£176,791
	
	£31,113

	
	48
	£109,928
	£188,609
	
	£904

	
	49
	£109,826
	£194,866
	
	£68,428

	
	50
	£308,268
	£202,983
	
	£0

	
	51
	£189,642
	£204,264
	
	£0

	
	52
	£213,995
	£206,467
	
	£43,423

	
	53
	£217,626
	£218,136
	
	£29,918

	
	54
	£331,078
	£230,566
	
	£29,056

	
	55
	£133,407
	£268,432
	
	£0

	
	56
	£268,334
	£283,875
	
	£0

	
	57
	£227,649
	£284,904
	
	(£2,586)

	
	58
	£210,686
	£302,469
	
	£23,666

	
	59
	£316,038
	£303,260
	
	£0

	
	60
	£645,610
	£465,224
	
	£0

	
	61
	£429,244
	£469,895
	
	£0

	
	62
	£389,192
	£527,189
	
	£610

	
	63
	£516,194
	£617,368
	
	£0

	
	64
	£1,538,201
	£1,422,728
	
	(£82,974)

	
	65
	£1,790,546
	£1,911,944
	
	£32,665

	
	Primary Schools
	£9,213,009
	£8,856,810
	
	£944,531

	
	
	
	
	
	

	Secondary Schools
	
	
	
	

	
	Sequential School Number
	Closing revenue balance at 31 March 2018
	Closing revenue balance at 31 March 2019
	
	Capital Balances as 31 March 2019

	
	66
	(£2,665)
	(£27,748)
	
	£13,495

	
	67
	£376,350
	£467,744
	
	£65,425

	
	68
	£1,131,337
	£1,035,277
	
	£22,446

	
	Secondary Schools
	£1,505,022
	£1,475,273
	
	£101,366

	
	
	 
	 
	
	

	Special Schools
	
	
	
	

	
	Sequential School Number
	Closing revenue balance at 31 March 2018
	Closing revenue balance at 31 March 2019
	
	Capital Balances as 31 March 2019

	
	69
	£29,740
	(£29,691)
	
	£63,133

	
	70
	£89,804
	£92,423
	
	£41,460

	
	71
	£219,224
	£106,153
	
	£0

	
	72
	£223,474
	£227,156
	
	£54,228

	
	73
	£217,168
	£290,821
	
	£34,167

	
	74
	£457,813
	£334,213
	
	£35,256

	
	75
	£159,288
	£426,812
	
	£21,824

	
	76
	£262,444
	£659,301
	
	£8,388

	
	Special Schools
	£1,658,956
	£2,107,188
	
	£258,456

	
	 
	 
	
	
	

	
	TOTAL
	£12,968,207
	£12,638,121
	
	£1,410,998
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