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Schools Forum    26thMarch 2015
	Item    3



SUBJECT:  DSG budget monitoring report for February 2015

LEAD OFFICER: Marius Karsten-Strydom, Children, Schools and Families Finance

RECOMMENDATION 

That the Forum:

a) notes the financial position of the DSG as at February 2015 

1. Purpose of report and executive summary

1.1	Detailed analysis of budgets as at the end of February 2015 by departmental budget managers show a number of over and underspends that combine to forecast a net underspend of £573k as per the table below.

	


Dedicated Schools Grant
	2014/15
Current Budget
	Full year Forecast
(as at Feb)
	Forecast Variance at year-end

	
	£000
	£000
	£000

	Delegated expenditure
	123,105
	121,887
	(1,218)

	Retained Items
	19,286
	19,931
	645

	Income
	(142,391)
	(142,391)
	0

	Total 
	0
	(573)
	(573)



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

	
	£000
	£000
	£000
	£000

	Delegated expenditure
	(159)
	86
	(1,145)
	(1,218)

	Retained Items
	(246)
	952
	(61)
	645

	Total 
	(405)
	1,038
	(1,206)
	(573)



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 Significant underspends identified to the end of February 2015 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
	
	
	(1,063)
	(1,063)

	Early Years grant 2014/15
	
	
	(100)
	(100)

	School Funding Formula contingency
	(167)
	
	
	(167)

	Recoupment of out of borough statemented pupils
	
	(185)
	
	(185)

	Merton maintained school statements
	
	267
	
	267

	Other small over and underspends
	8
	4
	18
	30

	Delegated expenditure
	(159)
	86
	(1,145)
	(1,218)

	Independent day school provision
	
	960
	
	960

	Post 16 FE and ISP
	
	613
	
	613

	Academy statements
	
	158
	
	158

	Independent residential school provision
	
	(698)
	
	(698)

	Parenting cover
	(112)
	
	
	(112)

	Permanent exclusions
	(70)
	
	
	(70)

	Other small over and underspends
	(64)
	(81)
	(61)
	(206)

	Retained Items
	(246)
	952
	(61)
	645

	Total 
	(405)
	1,038
	(1,206)
	(573)



2.2 Due to a low take-up of 2YO places there will be an anticipated £1.063m underspend on the current year budget. Although there is 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. When we have the final year-end position we will be requesting that the majority of this funding is reserved for 2YO placement building over the next two to three years.  

2.3 The final grant for the 2013/14 Early Years formula was allocated to Merton in July 2015. This additional £100k increase will be shown as an underspend in the current financial year.

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

2.5 The out of borough statement funding recoupment is estimated to underspend by £187k. This relates to statement funding paid to schools that will be recouped from other boroughs.

2.6 Merton maintained school statement funding is expected to overspend by £267k. 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.  

2.7 The independent day school provision is estimated to overspend by £960k. 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
	84

	14/15
	£3,656
	99



2.8 The post 16 independent FE and ISP provision is expected to overspend by £613k 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.

2.9 Merton Academy statement funding is expected to overspend by £158k. 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.

2.10 The independent residential school provision is expected to underspend by £698k. 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.

2.11 The parenting cover budget is expected to underspend by £112k. This budget is quite difficult to estimate due to the volatile nature of the spend.

2.12 The net underspend on permanent exclusions is estimated at £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. 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. Underspends on this scheme will therefore be included in the bottom line DSG balance and discussed as part of reserve planning in July 2015 when the final outturn is available.

2.13 There are various other small over and underspends predicted across the DSG totalling £176k underspend. This, combined with the items described above, equals the reported underspend forecast of £573k.



3. Alternative options

3.1 There are no alternative options that are applicable for this report. When the year-end return report is discussed in July, the Authority will put forward options for the use of reserves for Schools Forum discussion. 
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 None
	
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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