	Schools Forum    16thJune 2016
	Item    4


SUBJECT:  DSG budget outturn report for the year ended March 2016
LEAD OFFICER: Marius Karsten-Strydom, Children, Schools and Families Finance

RECOMMENDATION 

That the Forum:

a) notes the outturn position of the Dedicated School Grant (DSG) as at 31st March 2016,

b) notes the sum of £4,368,384 is held in reserves to cover the risk of financial pressures as detailed in Appendix 1, and

c) provides a view on the allocation of the underspend proposed in section 3 of this report.

1. Purpose of report and executive summary

1.1
Detailed analysis of budgets as at the end of March 2016 shows a number of over and underspends that combine to forecast a net underspend of £1.100m as per the table below.
	Dedicated Schools Grant
	2015/16
Final Budget
	Mar Outturn
	Mar

Outturn Variance

	
	£000
	£000
	£000

	Delegated expenditure
	119,806
	119,420
	(386)

	Retained Items
	18,693
	17,979
	(714)

	Grant Income
	(138,183)
	(138,183)
	0

	Reserves
	(316)
	(316)
	0

	Total 
	0
	(1,100)
	(1,100)


	Dedicated Schools Grant
	Schools Block
	High Needs Block
	Early Years Block
	Total all Blocks

	
	£000
	£000
	£000
	£000

	Delegated expenditure
	(148)
	(113)
	(125)
	(386)

	Retained Items
	44
	(765)
	7
	(714)

	Total 
	(104)
	(878)
	(118)
	(1,100)


1.2
DSG funded services are subject to strict grant conditions and are not used by the Council for any other purposes.
2. Details

2.1 The main underspends are detailed in the following table below.
	Dedicated Schools Grant
	Schools Block
	High Needs Block
	Early Years Block
	Total all Blocks

	
	£000
	£000
	£000
	£000

	Early Years Pupil Premium
	
	
	(148)
	(148)

	Bulge class funding
	(300)
	
	
	(300)

	Out of borough income
	
	(108)
	
	(108)

	Business rates adjustments
	199
	
	
	199

	Other small over and underspends
	(47)
	(5)
	23
	(29)

	Delegated expenditure
	(148)
	(113)
	(125)
	(386)

	Post 16 FE and ISP
	
	(237)
	
	(237)

	Independent residential school provision
	
	(372)
	
	(372)

	Out of borough expenditure
	
	(101)
	
	(101)

	Permanent exclusions
	
	(70)
	
	(70)

	Language and Learning
	
	(60)
	
	(60)

	Independent day school provision
	
	236
	
	236

	Other small over and underspends
	44
	(161)
	7
	(110)

	Retained Items
	44
	(765)
	7
	(714)

	Total 
	(104)
	(878)
	(118)
	(1,100)


2.2 The EY Pupil Premium accounted for £148k of the underspend. This grant was estimated by Central Government and paid to Merton as a lump sum rather than being calculated using actual numbers.
2.3 The bulge class funding underspent by £300k due to 5 less bulge classes required than what was budgeted for.
2.4 Out of borough income overachieved by £108k due to more out of borough children educated in Merton schools.
2.5 Additional business rate payments to schools resulted in a £199k overspend  following rate revaluations as a consequence of the school expansion program.
2.6 The post 16 independent FE and ISP provision underspent by £236k at the end of the financial year. The overall cost reduced by £123k from last year as a result of additional work to maximise contributions from health and adult social care. This cost is expected to increase in line with additional pupil numbers.
2.7 The independent day residential school provision underspent by £372k. This historic underspend has gone down over the past few years as the budget was used to fund other cost pressures in the DSG in order to maximise the funding left in the Schools Block to allocate to schools. Costs in this area had been kept down through tribunal outcomes in Merton’s favour
2.8 Merton’s out of borough statemented pupil placements reduced by six from last year resulting in an underspend of ££101k at year-end.

2.9 There was a net underspend on permanent exclusions of £70k. This is Merton’s scheme where secondary schools are charged for permanently excluding pupils, and schools that take on these pupils through the Hard to Place panel receives additional funding.
2.10 The Language and Learning service underspent by £60k in the current financial year. This was due to a combination of not recruiting to vacancies and overachieving their income target.

2.11 The independent day school provision overspent by £236k. The number of students placed in this type of provision has increased over the past few years as detailed in the table below.
	 
	Expenditure

£000
	Pupil Numbers

	12/13
	£2,372
	69

	13/14
	£2,826
	82

	14/15
	£3,634
	94

	15/16
	£3,836
	97


2.12 There are various other small over and underspends predicted across the DSG totalling £139k underspend. This, combined with the items described above, equals the reported underspend forecast of £1.100m.
3. Options for using the current year underspend
3.1 The table below sets out Merton’s proposal on how to allocate this additional £1.100m which was added to reserves.
	Description
	Amount

£000

	Allocation to schools where numbers on roll are significantly below PAN and the school is not able to reduce class numbers to compensate for lower student numbers.
	500

	An additional one-off allocation to Schools Causing Concern budget to support struggling schools.
	200

	Merton Music Foundation joint funding contribution to deliver the national music plan.
	23

	MEP underspend to cover the commitment of work with schools on teacher training
	5

	Balance to be allocated to schools as part of 2017/18 formula
	372

	2015/16 reserve requests
	1,100


4. Financial, resource and property implications
4.1
The financial implications are detailed in the main body of this report.


5. Legal and statutory implications


5.1 No legal implications at this stage. 

6. Human rights, equalities and community cohesion implications


6.1 None at this stage.

7. Appendices

7.1 Appendix 1: DSG reserves as at 31 March 2016
8. Background Papers – the following documents have been relied on in drawing up this report but do not form part of the report: 

8.1 Centrally held financial information and other papers held by the Children Schools and Families Finance Team.

9. Report author

Marius Karsten-Strydom, Service Financial Adviser CSF    

0208 545 4129

marius.karsten@merton.gov.uk
Further information about Merton Council can be obtained from its web site www.merton.gov.uk 

Appendix 1

	Children, Schools and Families Reserves for 2015/16

	
	
	
	
	
	
	

	Narrative
	Responsible Officer
	Revenue Cost Code
	Closing Balance 2014/15
	Transfers from reserves
	Transfers to reserves
	Closing Balance 2015/16

	DSG
	 
	 
	 
	 
	 
	 

	SEN Placements Reserve
	Karla Finikin
	ZAU140
	1,250,000.00 
	 
	 
	1,250,000.00 

	Early Years Single Funding Formula Contingency
	Allison Jones
	ZAU140
	100,000.00 
	 
	 
	100,000.00 

	ASD Base/SEN Pilots
	Karla Finikin
	ZAU140
	50,000.00 
	 
	 
	50,000.00 

	Virtual Behaviour Support worker
	Karla Finikin
	ZAU140
	40,000.00 
	-40,000.00 
	 
	0.00 

	National Music Plan
	Yvette Stanley
	ZAU140
	23,000.00 
	-23,000.00 
	23,000.00 
	23,000.00 

	FE colleges and ISP costs for post 16 SEN pupils
	Karla Finikin
	ZAU140
	135,167.00 
	 
	 
	135,167.00 

	Merton Education Partnership projects
	Keith Shipman
	ZAU140
	12,330.00 
	-12,330.00 
	4,949.00 
	4,949.00 

	Early Years 2 year old development
	Allison Jones
	ZAU140
	1,889,360.00 
	-155,850.00 
	 
	1,733,510.00 

	0.2 FTE specialist hearing impairment teacher in sensory team
	Kate Saksena
	ZAU140
	10,000.00 
	-10,000.00 
	 
	0.00 

	Public Heath funding for schools admissions team
	Tom Procter
	ZAU140
	25,000.00 
	-25,000.00 
	 
	0.00 

	Facilities time back-pay
	Sue Watson
	ZAU140
	50,000.00 
	-50,000.00 
	 
	0.00 

	Additional funding where NOR signifficantly under PAN
	Jane McSherry
	ZAU140
	0.00 
	 
	500,000.00 
	500,000.00 

	Additional allocation to SCC
	Jane McSherry
	ZAU140
	0.00 
	 
	200,000.00 
	200,000.00 

	Balance to allocate through 2017/18 funding formula
	Jane McSherry
	ZAU140
	0.00 
	 
	371,758.00 
	371,758.00 

	
	
	
	3,584,857.00 
	-316,180.00 
	1,099,707.00 
	4,368,384.00 
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