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	Item    3


SUBJECT:  DSG budget outturn report for the year ended March 2017
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 2017,

b) notes the sum of £3,663,160 is held in reserves to cover the risk of financial pressures as detailed in Appendix 1, and
c) provide a view on the use of reserves as detailed in section 3 of this report and appendix 1
1. Purpose of report and executive summary

1.1
Detailed analysis of budgets as at the end of March 2017 shows a number of over and underspends that combine to result in a net overspend of £238k as per the tables below.
	Dedicated Schools Grant
	2016/17
Final Budget
	Mar Outturn
	Mar

Outturn Variance

	
	£000
	£000
	£000

	Delegated expenditure
	120,041
	119,834
	(207)

	Retained Items
	19,131
	19,576
	445

	Grant Income
	(138,705)
	(138,705)
	0

	Use of Reserves
	(467)
	(467)
	0

	Total 
	0
	238
	238


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

	
	£000
	£000
	£000
	£000

	Delegated expenditure
	(186)
	188
	(209)
	(207)

	Retained Items
	(55)
	559
	(59)
	445

	Total 
	(241)
	747
	(268)
	238


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

	
	£000
	£000
	£000
	£000

	Bulge class funding
	(400)
	
	
	(400)

	Business rates adjustments
	247
	
	
	247

	Out of borough income
	
	158
	
	158

	SEN school statements
	
	103
	
	103

	Early Years 3&4 YO offer
	
	
	(160)
	(160)

	Other small over and underspends
	(33)
	

(73)
	(49)
	(155)

	Delegated expenditure
	(186)
	188
	(209)
	(207)

	Parenting cover
	119
	2
	
	121

	Permanent exclusions
	(50)
	
	
	(50)

	Marketing in schools
	(46)
	
	
	(46)

	Post 16 FE and ISP
	
	106
	
	106

	Academy statements
	
	(151)
	
	(151)

	Independent residential school provision
	
	(308)
	
	(308)

	Independent day school provision
	
	904
	
	904

	Early Years support
	
	
	(59)
	(59)

	Other small over and underspends
	(78)
	6
	0
	(72)

	Retained Items
	(55)
	559
	(59)
	445

	Total 
	(241)
	747
	(268)
	238


2.2 The bulge class funding underspent by £400k due to less bulge classes required for primary and secondary expansion than what was budgeted for. Due to this lower expected requirement for bulge classes, the growth fund was reduced by £440k as part of the 2017/18 budget setting and this was added to the schools allocation to maximise the funding provided to schools in recognition of cost pressures schools are facing. This underspend will therefore not continue in 2017/18.
2.3 Additional business rate payments to schools during 2016/17 resulted in a £247k overspend following rate revaluations as a consequence of the school expansion program. Rates are expected to overspend by an estimated £487k during 2017/18 as a result of the revaluation exercise that was done in the beginning of 2017 which was not available at the time of setting the 2017/18 budget.
2.4 Out of borough income underachieved by £158k during 2016/17. This was mainly due to finalising claims with other local authorities relating to old financial years where actual income was different from estimates made in previous years. Historic claims are notoriously more difficult to settle.
2.5 SEN statement/EHCP payments to maintained schools overspent £103k during 2016/17. This is due to an increase in cost from 2015/16 of £118k (from £3,329k in 2015/16 to £3,447 in 2016/17) as a result of increasing caseloads without sufficient corresponding increase in funding.
2.6 Due to a higher than expected number of claims during 2016/17, the parenting de-delegated budget overspent by £121k. This budget was increased for 2017/18 but, as it is demand led, it is always difficult to accurately predict spend until year-end and is reviewed annually.

2.7 There was a net underspend on permanent exclusions of £50k. This is Merton’s scheme where secondary schools lose a pro-rata amount of AWPU and are charged £3k for permanently excluding pupils. Schools that take on these pupils through the Hard to Place panel receive additional funding.
2.8 The marketing in schools budget underspent by £46k during 2016/17. This is due to Merton ceasing the previous marketing contract with an external provider and providing a much lower level of service while agreeing a new arrangement with schools where Merton will be delivering these services at a much lower cost and more focussed on what schools require from 2017/18.

2.9 The post 16 independent FE and ISP provision overspent by £106k at the end of the financial year. The overall cost increase by £342k from last year This is due to an increased amount of students qualifying for support as a result of Central Governments 0-25 policy whilst not providing authorities with the additional funding to support these additional burdens.
2.10 The Academy statement/EHCP budget underspent by £151k during the year. This is due to fewer students supported than budget provided for. In 2017/18 Merton moved £100k budget between the academies and maintained schools budgets to reduce the over/under spend variances on these two budgets (see paragraph 2.5).
2.11 The independent day residential school provision underspent by £308k. 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. 
2.12 The independent day school provision overspent by £904k. The number of students placed in this type of provision has increased significantly 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

	16/17
	£4,719
	127


Merton continues to develop in-house provision in line with our strategy to place statement/EHCP pupils in our own provision as far as possible whilst considering outcomes, safeguarding and parental choice through our panel review process. 

2.13 The Early Years support budget underspent by £59k. This was due to vacancies held with the aim to reduce the overall DSG overspend. 
2.14 There are various other small over and underspends predicted across the DSG totalling £227k underspend. This, combined with the items described above, equals the reported underspend forecast of £238k.
3. Current year overspend funded from reserves
3.1 The table below sets out which reserves Merton used to fund the DSG overspend in 2016/17. The detailed reserves and movements can be found at appendix 1.
	Description
	Amount

£000

	Use of SEN placements reserve
	(162)

	Use of FE and ISP post 16 reserve
	(135)

	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
	15

	Early Years 30 hours free entitlement set-up cost grant received in March carried forward to 2017/18 to support this work
	21

	2016/17 reserve usage
	(238)


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 2017
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 
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Transfers from 

reserves

Transfers to 

reserves

Transfers 

from reserves

DSG

SEN Placements Reserve Karla Finikin 900002-9739 1,250,000.00 -162,523.00  1,087,477.00

Early Years Single Funding Formula Contingency Allison Jones 900002-9739 100,000.00 100,000.00

ASD Base/SEN Pilots Karla Finikin 900002-9739 50,000.00 50,000.00

National Music Plan Yvette Stanley 900002-9739 23,000.00 -23,000.00  23,000.00 23,000.00

FE colleges and ISP costs for post 16 SEN pupils Karla Finikin 900002-9739 135,167.00 -135,167.00  0.00

Merton Education Partnership projects Keith Shipman 900002-9739 4,949.00 15,847.00 20,796.00

Early Years 2 year old development Allison Jones 900002-9739 1,733,510.00 -272,070.00  1,461,440.00

30 hours free entitlement set-up cost Allison Jones 900002-9739 0.00 20,689.00 20,689.00

Additional allocation to SCC Jane McSherry 900002-9739 700,000.00 -172,000.00  528,000.00

Balance to allocate through 2017/18 funding formula Jane McSherry 900002-9739 371,758.00 371,758.00

4,368,384.00 -467,070.00  59,536.00 -297,690.00  3,663,160.00

Children, Schools and Families Reserves for 2016/17

Narrative Responsible Officer

Revenue 

Cost Code

Opening 

Balance 

2016/17

Closing 

Balance 

2016/17

Year-end


2

