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SEFTON SCHOOL FORUM REPORT
	Date of Meeting:
	29 June 2026

	Title of Report:
	REINSTATEMENT OF BALANCE CONTROL MECHANISM

	Presenting Officer:
	Lynsey Taylor

	Reason for Submission to Forum:
	(1) ITEMS FOR APPROVAL (DfE can adjudicate where Forum does not agree LA proposal) (LA Maintained School Representatives only)


	
Executive Summary:

	
This report outlines the intention to reinstate the Balance Control Mechanism (BCM) to LA maintained schools with surplus balances above the agreed threshold. 


	
Budget/Risk Implications:

	None

	
Recommendations:

	That Forum is asked to: agree with the implementation of the Balance Control Mechanism as set out in this paper. (LA Maintained Schools Only)

	Appendices
	None

	Background Papers 
(available on request)
	None

	Report Originator and Contact Details
	Name: Lynsey Taylor
E-mail: lynsey.taylor@sefton.gov.uk





	1
	Background


	1.1
	Sefton suspended its balance control mechanism in 2019. This report seeks to reinstate the operation of a Balance Control Mechanism (BCM) for maintained schools on behalf of the Schools Forum which is set out in the revised Sefton Scheme for Financing Schools (the Scheme) in Section 4. This mechanism is focused on those schools which have built up significant excessive balances over the years. In calculating whether a school has an excess surplus balance, the balance is taken from the end of financial year accounts. 


	2.
	Proposal to reinstate the Balance Control Mechanism (BCM)


	2.1
	Why reinstate the balance control mechanism?


	2.1.1
	To ensure the fair use of public funds. School budgets are funded by taxpayers to meet the educational needs of children currently in the school now not in the future. Large, unspent surpluses can mean that resources intended for current students are not benefiting them. 


	2.1.2
	A BCM promotes equity across schools. Without a control mechanism, some schools may build up significant reserves while others struggle to meet basic needs. A BCM helps redistribute unused funds to where they are most urgently required, ensuring that all children—regardless of which school they attend—have access to a fair standard of education.


	2.1.3
	A BCM encourages strategic financial planning. 


	3.0
	How it will work


	3.1
	The calculation for the BCM is based on the schools revenue balance (A) and school budget share funding (B). The surplus balance calculation is, surplus balance (%) = (A) / (B) x 100 


	3.2
	For this purpose, the schools revenue balance and the school budget share funding, will be as defined in the consistent financial reporting framework. 


	3.3
	Previously the Balance Control Mechanism before suspension was 12% for both Primary and Secondary schools. The proposal is for the Balance thresholds to be reduced from 12% to 8% and 5% respectively for Primary/Special schools and Secondary Schools. 


	3.4
	The reinstatement of the Balance Control Mechanism will begin from the 2026/27 financial year.


	3.5
	Beginning in May 2027, and then every year thereafter at that point in time, the Finance Manager, Schools, SEND & Early Years will work out the calculations as per the scheme and contact effected schools. Schools will be asked to supply supporting documentation for any committed spend or other mitigations they feel are relevant for amounts to be excluded from their excess balances since balances were reported in the March. Schools will be excluded from the BCM exercise if they can provide sufficient evidence that justifies their balances, therefore no clawback for those schools will be proposed. 


	3.6
	Below is a list of certain circumstances which are acceptable reasons for holding excessive balances; 
a) A revenue contribution to an agreed capital scheme 
b) Managing the costs of expansion of pupil numbers 
c) Managing financial difficulties associated with a budget reduction in the following financial year, resulting from either a significant reduction in pupil numbers or a loss or significant reduction of a specific funding stream 
d) Managing exceptional circumstances in such a way as to avoid significant financial turbulence that may impact on standards. This may include, for example, outcomes of HR processes or funds held on behalf of other schools


	3.7
	It is important to note that the proposed adjustments to schools balances will still leave those schools with significant balances, the full amount up to the 8% and 5% threshold, to support ongoing education provision. 


	3.8
	This will not apply to schools full balances, but only the element of their balance that is over the 8% and 5% threshold.


	3.9
	If funds are removed from schools balances, these will be ring-fenced in the local authority accounts and used solely for the benefit of schools


	4.0
	Recommendation


	4.1
	It is recommended that the School Forum reinstates the balance control mechanism. It is sound financial management for schools to retain a small reserve from year to year. In tighter financial times, it is important that school budgets remain resilient. However, this must be balanced against a duty to maximise the spending of resources, targeted correctly, to improve outcomes for children.



image1.png
Sefton Council




