Control on excessive surplus balances
Introduction
Where primary and special schools have a year end revenue balance greater than 8% of
their annual budget, or secondary schools 5%, the excess above these thresholds is
considered a significant surplus balance and will therefore be subject to claw-back and
redistribution within the Schools Budget, unless it is being held for a valid reason. This is on
the basis that annual funding should be spent on pupils in school that year and not held back
unnecessarily.
The Scheme
Normal text indicates the wording for the BFC Scheme. Words in italics are offered as an
explanation to the Scheme text and are not part of the Scheme.
Controls on surplus balances
Surplus balances held by schools as permitted under this scheme are subject to the following
restrictions:
a.

the Authority shall calculate by 30 June each year the surplus balance, if any, held
by each school as at the preceding 31 March. For this purpose the balance will be
the recurrent balance as defined in the Consistent Financial Reporting Framework;

Balances Devolved Formula Capital and any other specific grant funded activities are
excluded, unless allowed for in the relevant grant conditions.
b.

the Authority shall deduct from the calculated balance any amounts for which the
school has a prior year commitment to pay from the surplus balance from the
previous financial year;

In this context, a prior year commitment is defined as a project previously agreed with the
Authority to be excluded from the claw-back calculation, for example, capital building and
construction projects – see c.i to viii below for full criteria to be used to establish a valid
commitment against a surplus balance.
c.

the Authority shall then deduct from the resulting sum any amounts which the
governing body of the school has declared to be assigned for specific purposes
permitted by the authority, and which the authority is satisfied are properly
assigned. To count as properly assigned, amounts must not be retained beyond
the period stipulated for the purpose in question, without the consent of the
Authority. In considering whether any sums are properly assigned the Authority
may also take into account any previously declared assignment of such sums but
may not take any change in planned assignments to be the sole reason for
considering that a sum is not properly assigned.
The criteria to consider whether sums are properly assigned are as follows:
i.
ii.
iii.
iv.
v.
vi.

Capital building and construction projects
Furniture, IT and other one-off expenditure of a capital nature
Infrastructure, maintenance and refurbishment
Staffing remodelling and restructuring
Specific curriculum resources
Balances held in respect of pupil focused extended activities

vii.
viii.

Money held to fund budget deductions known to be occurring in the next
financial year e.g. fall in pupil numbers.
Other high cost activities, of a long term nature, agreed in advance with
the Director of Children, Young People and Learning and the Schools
Forum.

In October 2012, the Schools Forum agreed another criteria where funds could be properly
assigned as follows:
ix.
Those schools losing money at April 2013 through the funding reforms
be allowed to retain any significant surplus balance without a valid
reason until 31 March 2015.
The condition outlined here is intended to ensure schools can build up reserves towards
particular projects but cannot defer implementation indefinitely. A change in the plans of a
school is not allowed to be the only criterion by which a sum can be considered to be
properly assigned or not. After the accounts are closed each year, the Authority will contact
schools with significant surplus balances to agree whether any of the balance has been
properly assigned for a specific purpose and can therefore be deducted from the claw-back
calculation.
The above specified criteria have previously been approved by the Schools Forum following
consultation with schools where they were supported by the vast majority of respondents.
d.

if the result of steps a-c is a sum greater than 5% of the current year's budget
share for secondary schools, 8% for primary and special schools, then the
Authority shall deduct from the current year's budget share an amount equal to the
excess.

e.

the calculation will be made against the final budget for the year in question i.e.
after any contingency funding, significant in-year pupil growth allocation etc. The
deduction will be made annually in arrears i.e. the final balance at 2011-12
calculated against the final budget for 2011-12 (known around June 2012) will be
deducted at the start of the 2013-14 financial year.

This paragraph has been added to make clear that the calculation will be made against final
and not initial budgets. It is also proposed to delay any claw-back for one year to allow
relevant schools time to plan for the change when setting subsequent budgets.
Funds deriving from sources other than the Authority will be taken into account in this
calculation if paid into the budget share account of the school, whether under provisions in
this scheme or otherwise.
The total of any amounts deducted from schools' budget shares by the Authority under this
provision are to be applied to the Schools Budget of the Authority.

