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Executive Summary

This report sets out the financial position of the 2018-19 Dedicated Schools Grant as at 31st August 2018 and provides an update on the latest events impacting on schools finance in general.

Schools Forum Actions
The Schools Forum is asked:  

a) to note that the 2018-19 Dedicated Schools Grant shows an overspend of £10.1m.
b) to note the position on the new teachers pay grant. 

c) to advise on the Local Authority proposals for; 

i. Summerhouse
ii. Trade unions

iii. School Resource Management Advisers (SRMA).

1. Budget Monitor as at 31st August 2018
1.1 
The overall position on budget monitoring is summarised in the table below.

	
	DSG 2018-19
£m
	Over/ (Underspend)

£m

	Schools Block
	127.691
	0.0

	High Needs Block
	41.190
	6.0

	Early Years Block
	27.890
	0.0

	Central Services
	1.655
	0.0

	Total
	198.426
	6.0

	Brought Forward


	
	4.1

	Total
	overspend
	10.1



Note 1 - these figures are after recoupment for academies
Note 2 - The figure of the DSG was previously £199.6m (see below for changes).
2.
High Needs Block

2.1
The High Needs budget forecast has the carry forward from 2017/18 of and overspend of £4.1m built into the figures. The forecast reflects the full year effect of last year’s growth in numbers as well as growth for this year. Given the demand led nature of the budget there can be a risk to the accuracy of the forecast of expenditure. Therefore this overspend still needs to be viewed with caution.

2.2
The Schools Forum High Needs Sub Group has continued to meet and will report back to the full forum in December with recommendations on how the spending can be brought into balance.  The minutes of the last meeting of the group are attached as Appendix A to this report.  In addition attached at Appendix B to this report is the letter written to the Secretary of State for Education by the Society of London Treasurers.
2.3
Within the High Needs block itself there is an overspend predicted of £600k on the budget for Alternative Provision. This has been caused by an increase in the number of children who are now being educated out of school on a one to one basis and young people presenting significant risks to their self and others. 
2.4
Some action has been put in place to reduce these costs, particularly through providing more e-learning rather than 1:1 tuition. There are a number of proposals to address this that will be considered by the High Needs sub-group. There has been a recoupment adjustment of £500k to the High Needs by the Department for Education (DFE) which has been funded by the contingency provision already set aside.
3.
Early Years Block

3.1
The Early Years funding block is expected to be marginally overpent at the year end , this will be carried forward and adjusted in the next financial year. The funding for early years is based on the forecast numbers of early years children, this is then revised to actual numbers. The DFE made an adjustment downwards of £0.7m at the end of July 2018. 
3.2
This adjustment is in theory cost neutral as it is based on a lower number of actual children and as a consequence there will be a lower number of payments to be made. However, part of the adjustment (£350k) is historical and relates to the 2017-18 financial year. This will create a pressure for 2018-19 year. 
3.3
Work has started to determine how this can be accommodated and is likely to include adjusting the funding rates to providers. A report will be brought to the December meeting of the Schools Forum where the budget for 2019-20 will be agreed..   
4. 
Teachers Pay Grant 

4.1
The national pay award for teachers in maintained schools was confirmed on 14 September 2018 and is are set out in the School Teachers’ Pay and Conditions Document 2018.  The Document takes effect from 1 September 2018 and schools that apply these terms and conditions are required to backdate any pay awards arising from the national agreement. 
4.2
The DFE has agreed to meet some of the cost of the pay award above the 1% through a new Teachers Pay Grant. 

The following schools will eligible for the grant on the basis of pupil numbers

· maintained nursery schools

· primary and secondary maintained schools

· primary and secondary academies and free schools

· all through maintained schools and academies

· 16 to 19 maintained schools

· 16 to 19 academies

4.3
The Education and Skills Funding Agency (ESFA) will pay the funding for maintained school to local authorities, who will pass the funding directly on to the schools at the rates published. The DFE will pay the funding for academies directly to the academy.

There will also be funding based on places for 

· maintained special schools

· special academies and free schools

· pupil referral units

· alternative provision academies and free schools

· hospital schools

For institutions with fewer than 40 places, we will allocate funding as if they had 40 places.

4.4
Nationally the teachers’ pay grant is worth £187m in 2018-2019 and £321m in 2019-2020.

The DFE have calculated the funding rates on the overall national annual pay bill for teachers, including additional costs such as pensions and national insurance, and applied the average percentage uplift of the announced 2018 to 2019 pay award.

They have then subtracted the 1% that schools would have been planning for, in line with the previous public sector pay cap.

4.5
For 2018 to 2019 the DFE have taken 7/12 of the annual cost (i.e. September 2018 to March 2019). The 2019-to 2020 figure represents the ongoing cost of the 2018 pay award and so is for the 12 months of that financial year. 

4.6
The DFE have applied an Area Cost Adjustment (ACA), which takes into account higher teacher wages in London.

	Type of school 
	Rate in 2018-19        Per Pupil £
	Rate in 2019-20 Per Pupil £



	Primary schools
	              19.51 
	           33.65 

	Secondary schools
	              31.57 
	           54.20 

	Special and alternative provision schools
	              78.10 
	         134.97 


The DFE will issue further detailed guidance and information in October. This will include school level allocations for mainstream schools, and local authority level allocations for high needs.

Payments to Local Authorities will be made later in the autumn.

5.
Financial position on De-delegated budgets and Growth Fund 

5.1
The summary position of these central budgets is shown in the table below:
	2018-19
	Budget 

£m
	Forecast 

 Outturn

£m
	Over/ 

(Underspends)

£m

	Schools in financial difficulty
	0.5
	0.5
	0

	Behaviour Support services
	1.6
	1.7
	0.1 

	Maternity
	0.8
	0.8
	0 

	Trade Unions

	0.1
	0.1
	0 

	Growth Funds

	0.6
	0.4
	(0.2)

	Falling Rolls
	0.1
	0.1
	0


6. 
Summerhouse (Part of de-delegated behaviour support services)

6.1
Summerhouse overspent its 2017-18 budget by £0.1m. Certain in year actions have been taken to fund the brought forward deficit but nonetheless there continues to be an underlying pressure of £0.1m on the service which will need to be addressed.
6.2
The funding for Summerhouse is a de-delegated item; schools are charged a sum of £154 per Free School meal (ever 6). A list of the charges can be seen in Appendix C. A review of the Summerhouse budget has been started to consider how it can operate in the future. This includes restructuring and looking at the way it is financed. 

6.3
There are a number of options for summerhouse to reduce costs 
a) 
To increase the rate of the De-delegated funding - The appendix also shows the cost to each school of meeting the shortfall of £100k
b)
 To close the facility

c)
To reduce the number of classes by one 

d)
To consider the model whereby there is a Service Level Agreement (SLA) with individual schools for part of the service whilst a “core” service is continued from a reduced de-delegated charge.

The Schools Forum views are sought on the options above.
7.
Trade unions 

7.1
There is a marginal overpend forecast on the De-delegated Trade Unions Facility Time budget of £10k, this will be rolled forward to next year.
7.2
The budget for 2018-19 includes one-off funding agreed at the Schools Forum in January 2018 of £17k. This raised the funding this year to £95k from £78k. It was previously agreed the funding will return to the lower level next year. A decision will be needed to be taken at the December Forum on how the budget shortfall is met. 
7.3
Schools are required to allow paid time off for recognised officials undertaking trade union duties (for example representing a member). There is no entitlement to paid time off for trade union activities (for example attending a conference as a delegate). There is past agreement on the number of paid days time off that will be allocated to recognised trade unions for the purpose of trade union duties.  Work has recently begun to review the trade union recognition agreement between the council, its schools and unions, and updates will be brought to the Schools Forum as appropriate. This work is unlikely to be completed prior to budget setting for 2019/20.

7.3
There are a number of possibilities to address the shortfall and the following options are::
A 
Move to a standard rate rather than the probable actual cost
Currently the LA is reimbursing the cost of the teacher undertaking the duties rather than the replacement cost of the teacher. The reimbursement in some cases includes leadership points or allowances.  The cost of cover may be more or less, or the absence may not be covered at all. In the interest of avoiding unnecessary bureaucracy a standard rate for reimbursement could be agreed based on an agreed rate, for example the top of the main pay range.
B 
Require all school requests for reimbursement to include an account of time off agreed in the period 
At the moment there is no control over the costs that are being incurred by schools supplying trade union representatives. Schools have no control over who may be elected as representatives and are required by law and by the current recognition agreement to allow time off with pay to elected representatives up to an agreed limit.  
It is assumed that representatives are using the full allocation of their paid time off for trade union duties and schools have historically claimed on this basis.  It is recommended that procedures are tightened to ensure all absence is duly accounted for.  
Representatives will therefore need to confirm the amount of time spent on trade union activities and trade union duties before any payment is made to schools.
C
Require all schools to submit claims for reimbursement on a quarterly basis
Historically requests for reimbursement have been submitted on an ad hoc basis by schools, with some very late requests. To ensure the budget is managed effectively, a time limit is proposed to require schools employing elected representatives to submit their claims on a quarterly basis.  Claims will be submitted via an invoice and supporting information as set out in B above.  Claims submitted later than a month after the quarter closes will be refused.  


The Schools Forum views are sought on the options above.

8.
Maternity Scheme


8.1

For Maternity cover, the current liabilities within the scheme can be funded from the 2018-19 budget. However, any new liabilities will put the budget under pressure. The options for consideration at Schools Forum in December will include ceasing the scheme (with a charge to fund remaining liabilities), reducing the pay out rate further or increasing the level of de-delegation.
9.
Change to De-delegated budgets in general
9.1
As there has been a LA maintained school converting to academy status, all de-delegated budgets will be reduced by the equivalent amount of the academy converter.
10.
Other updates 
10.1
Portal Headcount and Funding
Schools have been making good use of the Portal to check nursery children’s eligibility for the 30 hours entitlement, as well as for two year old places.  Last term (Summer 2018) there were more than 600 three and four year old children in Southwark schools that were confirmed as being eligible for 30 hours funding.

10.2
Schools should continue to use the Portal to check eligibility, however issues with the Headcount Portal have not been fully resolved so this will not be in operation during Autumn term 2018.  As in the summer term, school census returns will be used to estimate the nursery funding due to schools. This will be cross referenced with the eligibility checks information from the Portal to ensure that only eligible children are funded for additional hours and 2 year old places. 
11.
DFE School Resource Management Advisers (SRMA). 

11.1
The DFE made a number of visits to Local Authorities last term, they came to Southwark, around the end of June. Out of these visits they have come up with an offer of services of a so called School Resource Management Adviser (SRMA). These advisors will go into schools to help them to optimise the use of their resources and come up with recovery plans.

11.2
It is planned that these advisors will provide direct support to schools where it is required in order to support school leaders to optimise their use of resources. SRMAs are sector experts who will work with schools and trusts to provide tailored advice on how to make best use of their revenue and capital resources to deliver educational outcomes and contribute to whole-school improvement, prioritising those schools which will benefit the most. 
11.3
The first advisers were deployed at the end of January 2018 and the DFE were planning to complete at least 70 deployments by the end of this academic year. The majority of deployments during the pilot are to academy trusts, but they want to test this approach with local authorities and LA maintained schools. 

11.4
The overall objective of the SRMA visit is that the trust/school develops a viable recovery plan in order to improve its efficiency and financial situation. The SRMA will contribute to this by identifying the issues underpinning the school’s or trust’s efficiency. The reviews involve the completion of a review template, which includes key efficiency metrics. SRMAs will explore whether the school or trust is already using a diagnostic tool to support integrated curriculum and financial planning (ICFP). If the trust is not, the SRMA will talk through the tools available and run through a diagnostic. If the school or trust has already run a diagnostic, the SRMA will discuss how the findings are being put into practice.

11.5
The SRMAs will use their findings to develop a set of recommendations, with associated costed benefits, which the school or trust could take to improve its efficiency. The SRMA and the trust or school will be expected to agree the recommendations and the trust or school will develop a recovery plan which should include the agreed recommendations. The recovery plan will be shared with the ESFA, as well as with the relevant Local Authority (LA) where the SRMA is working with a LA-maintained school. 

11.6
The DFE are using the lessons learnt from this pilot to inform the procurement of a longer-term, larger-scale cohort of School Resource Management Advisers to be available in the autumn term of the 2018/19 academic year.

12.
Free school meals pupils should remain eligible until at least 2023

12.1
To protect pupils from uncertainty during the changes to free school meals (FSM) eligibility, we introduced transitional protections that mean that pupils in receipt of FSM immediately prior to 1 April 2018, and those who become eligible during Universal Credit rollout, will retain eligibility until the end of this rollout period. Following this, if they are still in education, they will continue to be eligible until the end of their phase of education.

12.2
This means that schools should not remove FSM eligibility from pupils until at least 2023, continuing to offer them meals and record them as eligible on the census.
13.
Falling Rolls Fund 

13.1
The Falling Rolls group met on the 12 July 2018 to consider further the process and the application bid from one school on the fund. The group deferred the decision on the bid..

13.2
The group felt that going forward they would open up a window where schools could make applications to the fund; this would be between the middle of October and the end of December. The middle of October was taken as the pupil count date on which the next years funding would be based, would be known.  The panel (or group) would then meet once in January to consider whether any funding would be allocated.  In order to be fair to everyone the panel wanted all applications to be looked at together and not in isolation and piecemeal.

13.3
Looking at the bid received the group felt it raised a number of questions that could not be answered. The questions were mostly about staffing structures and while they are the general norm now, with the state of schools finances they will not be possible in the future. It was proposed that the panel will invite the headteacher to discuss the bid. 
14.
Conclusion 

14.1
To conclude the financial pressure on the High Needs Block is now at an unstainable level. The High Needs Group is meeting regularly, they will report their deliberations to the Schools Forum in December with various proposals. Significant action will need to taken in order to bring the spending under control and to repay the deficit over the medium to longer term.
Schools Forum Actions
The Schools Forum is asked:  

a) to note that the 2018-19 Dedicated Schools Grant shows an overspend of £10.1m.

b) to note the position on the new teachers pay grant. 

c) to advise on the Local Authority’s proposals for; 

i. Summerhouse

ii. Trade unions

iii. School Resource Management Advisers (SRMA)
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