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Executive Summary  
 

On 8 December 2015, the Chairman's Working Group considered a number of reports, 
including: 
 

 School Improvement Challenge Board (SICB) criteria for including schools on 
the list requiring special support; 

 Schools in Financial Difficulty; 

 Financial Management Training; 

 Application of Growth Fund Criteria. 
 
A summary of the key issues and recommendations arising from the Working Group's 
considerations of the items are provided in this report. 
 
 
Recommendations 

 
The Forum is asked to: 

a) Note the report from the Chairman's  Working Group held on 8 December 2015; 
b) Ratify the Working Group's recommendations. 

 
  



Background 
On 8 December 2015, the Chairman's Working Group considered a number of reports.  
A summary of the key issues and recommendations arising from the Working Groups 
considerations of the items are provided in this report. 
 

1. School Improvement Challenge Board (SICB) criteria for including 
schools on the list requiring special support 

The County Council's School Improvement Challenge Board (SICB) assists schools 
that require additional support for a variety of reasons.  Criteria are published, which 
are used to identify schools requiring this special support and are intended to enable 
the Local Authority to target co-ordinated assistance at those schools.  
 
Periodically, the SICB criteria are reviewed to ensure that they remain fit for purpose.  
A recent examination of the criteria for including schools on the list requiring special 
support under category E, 'The school or children's centre has serious financial 
difficulties', has been undertaken and revisions are now proposed. The revised criteria 
includes two key changes: 
 

 Once a school has an approved recovery plan which it is meeting, the intention 
is to remove the school from the list but continue to review on the submission 
of the annual income & expenditure return. Should the school be in breach of 
their recovery plan they will be added to the list under the new criteria. In moving 
to this approach it avoids a school being on the list for up to three years whilst 
the recovery plan is in place. 

 Historically schools tended to face financial difficulty largely as a result of falling 
rolls. However, recent evidence suggests this is no longer the case and a 
number of schools with relatively stable pupil numbers are facing financial 
difficulty. The additional cost pressures facing schools is only likely to worsen 
this position. The new criteria (see (i) in the revised criteria below) takes this 
into account and also allows early intervention before the school is actually in 
deficit. 

 
The revised category E criteria have been considered and approved by SICB and are 
shown below: 
 

Revised criteria: 
 

Category E 
 
The school or children's centre has serious financial difficulties. 

 
Criteria 
 
(i) The school or children's centre has or is facing an overall budget 

deficit requiring a financial recovery plan.  
 
(ii)  The school or children's centre has financial difficulties which have 

led, or are likely to lead, to it requiring special support in relation to 
educational issues. 

 



(iii) Identification of serious financial management weaknesses. 
 
(iv) The school or children's centre is in breach of the approved financial 

recovery plan. 
 
(iv) There is a decline in the number of pupils on roll which affects the 

budget adversely. 
 

 
The Working Group: 

a) Noted the report; 
b) Supported the revised SICB criteria for including schools on the list 

requiring special support under Category E: The school has serious 
financial difficulties. 

 
 

2. Schools in Financial Difficulty 
The Working Group had asked for regular updates on the financial position around 
Schools in Financial Difficulty (SIFD).  Information was provided on the latest 
monitoring of Schools in Financial Difficulty.   
 
The authority has carried out an assessment on all schools that were either in deficit 
at 31 March 2015 or were forecasting a deficit at 31 March 2016. This included a total 
of 28 schools and reflects the fact that 15 schools are showing a deficit position at both 
March 2015 and March 2016, 10 schools are forecasting deficits for the first time at 
March 2016, and 3 schools that were in deficit at March 2015 are forecasting a surplus 
position at March 2016. 
 
The LA is working with all these schools, through the School Improvement Challenge 
Board (SICB) arrangements and following work undertaken throughout the term, a 
RAG analysis for schools in the SIFD process has been produced. 
 
The position at the end of November 2015 indicates that: 

 7 schools presented a high risk (Red); 

 6 schools presented a medium risk (Amber); 

 15 schools presented a low risk (Green). 
 
Brief information is provided below about the risks associated with each category. 
 

High Risk schools (Red) 
The circumstances surrounding High Risk schools include those that are 
closing, those with substantial structural deficits, schools with significant 
breaches in existing recovery plans, those where the deficit position has 
exceeded the three year recovery period included in the DfE statutory guidance, 
schools where the anticipated level of forecast deficit was high and no firm 
plans existed for tackling the position. 
 
Medium Risk schools (Amber) 
These schools tended to be forecasting balance levels at 31 March 2016 within 
their original budget plans or now required a budget anticipation, but the levels 



of predicted deficit was at a lower level than schools deemed High Risk.  
Generally, these schools had begun to make staffing and budget adjustments 
in line with their forecasts. 
 
Low Risk schools (Green) 
Low risk schools included those that were in deficit at 31 March 2015, but 
anticipate being in surplus at 31 March 2016.  Schools working within their 
recovery plans and where deficits were at low levels were also included in this 
category. 

 
In addition, the LA's early warning model has identified a number of other schools that 
may be facing serious financial difficulty in 2016/17.  
 
22 schools were identified in this process and were sent letters from the LA, which 
emphasised that the schools, working together with the LA, should take early action 
that would allow a managed reduction in expenditure with minimal detrimental impact 
on educational standards.  
 
A number of schools have responded positively to this letter, setting out actions being 
taken to alleviate future difficulties.  Schools that have yet to respond to the 
communication are being chased. 
 
Of the schools identified by the early warning model, 5 are deemed to be high risk.   
 
 
Overall Risk to the Schools Budget 
Where a maintained school becomes a Sponsored Academy under formal brokered 
sponsorship arrangements the DfE expects any deficit to remain with the LA's Schools 
Budget.  Similarly, where a maintained school closes in a deficit position, the deficit 
must be met from the Schools Budget. 
 
The Forum has established a Schools in Financial Difficulty Structural Deficits 
Reserve, to mitigate against this risk.  In July 2015, the Forum agreed that any 
unallocated clawback funding be added to the reserve each year. 
 
At 31 March 2015, the Schools in Financial Difficulty Structural Deficits reserve had 
been increased to £4.413m, by the addition of £200k unallocated clawback monies. 
 
The current estimate of the risk exposure against the closure/academisation of schools 
with deficits remains above the level of budget provision available and is expected to 
rise further in 2016/17.  The figure could be in the region of £6m. 
 
 
General Position for I&E 2015/16 returns 
It is worth noting that from the I&E 2015/16 returns some 429 schools (72%) are 
predicting an in-year deficit at 31 March 2016.   
 
With school funding levels remaining static and increasing costs for schools expected 
in 2015/16 and 2016/17, there are considerable pressures on individual school 
budgets and on the Schools in Financial Difficulty funding in the coming years. 



 
 
Benchmarking the Number of Schools in Deficit 
If 18 schools (3%) were in deficit at 31 March 2015, then 584 schools were in surplus.  
All but 14 schools (2.3%) held a surplus balance that is within the guideline set by the 
Forum.  This shows that in the main, there is a high level of financial management 
being demonstrated by Lancashire headteachers and governing bodies. 
 
The authority also keeps the Lancashire position on schools in deficit under review 
and compares the local position to the national and regional averages.  The latest 
comparator data available relates to the 2013/14 financial year.  As can be seen in the 
table below, in that year, Lancashire, with 4.3% of schools in deficit, had fewer schools 
in deficit than the national average of 5.6% or the regional average of 6.9%. 
 

 
England North West Lancashire 

Number of schools in deficit 1,057 202 26 

% in Deficit 2013/14 5.6% 6.9% 4.3% 

 
The Working Group: 

a) Noted the report; 
b) Expressed concern about the pressures facing individual schools and the 

Schools Budget going forward, particularly as a £3m core funding gap is 
forecast in the 2016/17 DSG; 

c) Noted that Schools in Financial Difficulty Structural Deficits reserve was 
funding that would otherwise be distributed across all schools and 
academies in Lancashire; 

d) Asked that the Forum consider if it would be appropriate for the Forum to 
request that the Authority take action to minimise the financial risks to 
the DSG associated with the schools with the significant structural 
deficits.  

 
 

3. Financial Management Training 

Following last year's outturn report, the Forum requested that the authority offer 
training for school finance and leadership staff on managing school budgets, which 
could be funded from clawback, noting that this may best be achieved by offering 
training that was phase specific so that the challenges, circumstances and examples 
of good practice could be more relevant. 
 
Analysis of consistently high balances held over the last three years along with the 
variance between forecast outturn and actual outturn was used to identify schools to 
invite to the training. However, this proved difficult for phases other than primary due 
to the limited numbers involved. It was therefore decided to target primary schools for 
the initial training with ten schools invited, each able to nominate three delegates 
including at least one governor. 
 
There was an extremely poor response to the training offer with only a few schools 
confirming attendance by the required date. This was followed up with telephone calls 



and an invitation to additional schools to attend.  However, only 11 attendees came 
on the day. 
 
Feedback from those who attended was generally positive with nine of the eleven 
rating the session outstanding or very good. There was good engagement with most 
of the delegates but some underlying perceptions were present. These included: 
 

 Why have we been targeted? 

 We have set a legal budget within the guidelines agreed by the authority (and 
Forum) 

 It is our choice to hold a high level of balances 

 Things change throughout the year so it is difficult to budget accurately  
 
There was also an interesting mix of questions and responses from the respective 
headteacher and governor delegates which suggests that understanding of the key 
governing body responsibility of 'Overseeing the financial performance of the school 
and making sure its money is well spent' is limited and in a number of cases is 
undertaken by an individual governor rather than a collective responsibility. 
 
The schools invited to the initial training session were those identified as most in need 
to attend. However, it is clear from this limited exercise that the additional resource 
required to confirm places shows a genuine reluctance of many schools to accept the 
offer which would be expected to increase with invitations being sent to schools ranked 
lower on the analysis. An alternative approach is therefore required and no further 
sessions are currently planned. 
 
As the school budget is delegated to the governing body it is proposed to use 
additional training to target improvement of governing body awareness and 
understanding of financial management.  
 
Governor services are in the process of reviewing all training with a view to future 
courses being delivered by service professionals. This is seen as a good opportunity 
to develop and deliver an appropriate training session directly to a number of 
governors at a school rather than a single representative who is often the chair of 
governors or finance committee. It is acknowledged that governors may well be as 
reluctant to attend such a training session but is seen as an opportunity to improve the 
current position. 
 
Therefore it is proposed to further develop and deliver the existing training session to 
governors from early 2016/17 financial year which ties in with the governor services 
review. It is envisaged this can be still be met from the clawback funding committed 
for this purpose.  
 
The Working Group: 

a) Noted the initial evaluation of the training; 
b) Supported the cessation of the current offer of training 
c) Supported an alternative financial management training programme for 

governors to be funded from clawback. 
 
 



 
4. Application of Growth Fund Criteria 

The Forum have previously approved an addition to the growth fund that supports any 
maintained primary school or secondary school or their academy equivalent that 
admits pupils from a closing school or academy. 
 
Now that October 2015, census data was available information was provided about 
the practical implementation of this policy and the application of the 5% threshold 
limits.  The Working Group was asked to sense check the implementation of this policy.  
 
The Working Group: 

a) Noted the report; 
b) Supported the implementation of this policy as previously agreed. 

 


