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SUBJECT:  DSG budget outturn report for March 2014/15
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 2015,

b) notes the sum of £3,584,857 is held in reserves to cover the risk of financial pressures arising from special educational needs, 19+ cost transfer to DSG, and the primary expansion programme, plus other items (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 2015 shows a number of over and underspends that combine to forecast a net underspend of £1.360m as per the table below.
	Dedicated Schools Grant
	2014/15
Final Budget
	Mar Outturn
	Mar

Outturn Variance
	Feb Forecast Variance

	
	£000
	£000
	£000
	£000

	Delegated expenditure
	122,543
	120,748
	(1,795)
	(1,218)

	Retained Items
	16,077
	16,543
	466
	645

	Grant Income
	(138,620)
	(138,651)
	(31)
	0

	Total 
	0
	(1,360)
	(1,360)
	(573)


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

	
	£000
	£000
	£000
	£000

	Delegated expenditure
	(225)
	(45)
	(1,556)
	(1,826)

	Retained Items
	(318)
	768
	16
	466

	Total 
	(543)
	723
	(1,540)
	(1,360)


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

	2 Year Old offer
	
	
	(1,357)
	(1,357)

	Early Years grant adjustment 2013/14
	
	
	(100)
	(100)

	Early Years grant underspend 2014/15
	
	
	(99)
	(99)

	School Funding Formula contingency
	(167)
	
	
	(167)

	Recoupment of out of borough statemented pupils
	
	(241)
	
	(241)

	Merton maintained school statements
	
	297
	
	297

	ARP base funding
	
	(101)
	
	(101)

	Other small over and underspends
	(58)
	0
	0
	(58)

	Delegated expenditure
	(225)
	(45)
	(1,556)
	(1,826)

	Independent day school provision
	
	970
	
	970

	Post 16 FE and ISP
	
	586
	
	586

	Academy statements
	
	118
	
	118

	Independent residential school provision
	
	(830)
	
	(830)

	Parenting cover
	(100)
	
	
	(100)

	Permanent exclusions
	(89)
	
	
	(89)

	Other small over and underspends
	(129)
	(76)
	16
	(189)

	Retained Items
	(318)
	768
	16
	466

	Total 
	(543)
	723
	(1,540)
	(1,360)


2.2 Due to a low take-up of 2YO places there was a £1.357m underspend on the current year budget. Although there was a big underspend this year, the funding mechanism will change from eligibility to participation in 2015/16 with no more trajectory funding available to build capacity. We are therefore proposing that this underspend is reserved for 2YO placement building over the next two to three years (see section 3).  

2.3 The final grant for the 2013/14 Early Years formula was allocated to Merton in July 2014. This additional £100k increase will be shown as an underspend in the current financial year.

2.4 The current year’s EY formula allocated £99k less than budget to schools and PVI settings. We would expect some adjustment to the grant in July 15 similar to that made last year as detailed in the previous paragraph.

2.5 The £167k contingency underspend held on the School Funding Formula relates to a late MFG correction which was not reallocated through the formula.

2.6 The out of borough statement recoupment underspent by £241k. This relates to statement funding paid to Merton schools that will be recouped from other boroughs.

2.7 Merton maintained school statement funding overspent by £297k. This cost pressure is caused by a combination of historical overspend on these budgets, EFA adjustments to HNB allocation and the growing complexity of cases being supported by maintained schools and academies requiring pupils being paid at higher bands.
2.8 The ARP budget underspent by £101k. This is due to on-going budget set aside for the new base which will only start in September 2015.
2.9 The independent day school provision overspent by £970k. The number of students placed in this type of provision has consistently 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
	84

	14/15
	£3,634
	99


2.10 The post 16 independent FE and ISP provision overspent by £586k at the end of the financial year. This is an institutional overspend transferred to Merton when responsibility for paying these costs was transferred to authorities in September 2013. For 2013/14 Merton was successful in bidding for additional funding from the EFA to cover this shortfall. For 2014/15 the request for additional funding was denied as growth is now only considered on an increase in numbers basis.
2.11 Merton Academy statement funding overspent by £118k. This is due to the number of academies increasing over the past two years. As a result of the overspend on maintained school statement budgets there were no available budgets to transfer to offset these pressures.

2.12 The independent day residential school provision underspent by £830k. 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.

2.13 The parenting cover budget underspent by £100k. This budget is quite difficult to estimate due to the volatile nature of the spend.

2.14 The net underspend on permanent exclusions was £89k. 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. Although this budget used to be used to offset alternative education in the SMART centre, this is not the case any more since the SMART is now treated as a school in its own right.

2.15 There are various other small over and underspends predicted across the DSG totalling £247k underspend. This, combined with the items described above, equals the reported underspend forecast of £1.630m.
3. Alternative options

3.1 At year-end the DSG will underspend by £1.360m. The table below sets out Merton’s proposal on how to allocate this additional reserve. This includes the reduction of the FE/ISP post 16 reserve as the base budget for 2015/16 has been adjusted through the budget setting process (as agreed in March 2015).
	Description
	Amount

£000

	Early year’s two year old development. This funding needs to be carried forward to ensure that the LA can meet its statutory duties for the delivery of funded two years places over the coming two to three years.
Although there was underspends over the past two years, the funding mechanism will change from eligibility to participation in 2015/16 with no more trajectory funding available to build capacity. 

The funding will be used for:

· Start up costs for the creation of provision for specialist provision for children with complex and special educational  needs and disabilities and block purchasing of places in child-minding to create sufficiency and
· Incentivise schools to deliver/support the delivery of on site childcare and targeted outreach to encourage take up in areas where there is currently lower take up than expected.
· Fund increase in numbers during the year as funding formula will be based on January 15 headcount. 
	1,357

	The sensory team is a small team of 4.2 FTE specialist teachers that supports 353 hearing and visual impaired children and young people living and attending school in Merton.
They are requesting to carry forward £10k of their £19k underspend to 2015/16 to cover caseload increases which mainly relates to hearing impairment.
The past 12 months has seen a significant increase in caseload (historically round 300) due to the necessity to support our young people until they are 25years of age with the introduction of the Children and Families Act 2014.
The carry forward would enable the team to purchase, on a temporary basis, 0.2 additional specialist hearing impaired teacher to help with the increased caseload.
	10

	The schools admissions team received £25k of public health money to do promotional work around Pupil Premium and Free School Meal uptake. As this is not DSG and needs to be evidenced that it was spent in accordance with the Public Health grant conditions, this amount needs to be carried forward to be spent in 2015/16.
	25

	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
	12

	Cost of facilities time back-paid to 2014/15
	50

	2014/15 reserve requests
	1,477

	Reduction in FE college and ISP reserve and unallocated reserves in order to fund overall reserve requirement
	(117)

	Amount transferred to reserves for 2014/15
	1,360


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 2015
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

	DSG Reserves for 2014/15

	
	
	
	
	
	
	

	Narrative
	Responsible Officer
	Revenue Cost Code
	Opening Balance 2013/14
	Transfers from reserves
	Transfers to reserves
	Closing Balance 2014/15

	DSG
	 
	 
	 
	 
	 
	 

	SEN Placements Reserve
	Jane McSherry
	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
	Jane McSherry
	ZAU140
	50,000.00 
	 
	 
	50,000.00 

	Virtual Behaviour Support worker
	Jane McSherry
	ZAU140
	40,000.00 
	 
	 
	40,000.00 

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

	Merton Autism Outreach Service (MAOS)
	Jane McSherry
	ZAU140
	100,000.00 
	-100,000.00 
	 
	0.00 

	FE colleges and ISP costs for post 16 SEN pupils
	Jane McSherry
	ZAU140
	250,000.00 
	 
	-114,833.00 
	135,167.00 

	Half commissioning post to develop pre16 Alt Ed provision
	Keith Shipman
	ZAU140
	20,000.00 
	-20,000.00 
	 
	0.00 

	Merton Education Partnership projects
	Keith Shipman
	ZAU140
	120,000.00 
	-120,000.00 
	12,330.00 
	12,330.00 

	Early Years 2 year old development
	Allison Jones
	ZAU140
	532,620.00 
	 
	1,356,740.00 
	1,889,360.00 

	SMART
	Keith Shipman
	ZAU140
	240,000.00 
	-240,000.00 
	 
	0.00 

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

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

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

	Unallocated Balance
	 
	ZAU140
	2,519.00 
	 
	-2,519.00 
	0.00 

	
	
	
	2,728,139.00 
	-503,000.00 
	1,359,718.00 
	3,584,857.00 
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