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	ITEM NO.7



JOINT REPORT OF THE ACTING STRATEGIC DIRECTOR FOR CHILDREN’S SERVICES AND CITY TREASURER

TO THE BUDGET SCRUTINY COMMITTEE ON 2 JUNE 2010

TITLE: RESPONSE TO THE SCHOOL BUDGET SUB GROUP REPORT ON SCHOOL BUDGETS 

RECOMMENDATIONS: Members are asked to consider the responses to the school budget sub group report on school budgets.

EXECUTIVE SUMMARY: This report provides responses from Children’s Services Finance, HR and Governor Services to the recommendations made in the school budget report.

BACKGROUND DOCUMENTS: 
Salford Licensed Deficit Scheme
Salford Scheme of Delegation


CONTACT OFFICERS: 
John Spink: City Treasurer

Paula Summersfield: Principal Group Accountant Children’s Services

Nick Page: Acting Strategic Director of Children’s Services


ASSESSMENT OF RISK: Medium. Improved monitoring systems have been introduced to manage schools budget deficit and surpluses. 

PRUDENTIAL INDICATORS: 

SOURCE OF FUNDING: Dedicated Schools Grant (DSG)

LEGAL ADVICE OBTAINED: Not applicable

FINANCIAL ADVICE OBTAINED: Input for this report has been provided by the Children’s Services Finance Team, HR, Governor Services and the City Treasurer

WARD(S) TO WHICH REPORT RELATE(S):  All

KEY COUNCIL POLICIES: 

Report Detail

1.  Introduction 

1.1 Over the last twelve months the issue of school budgets has been of concern to scrutiny members and the situation has been reviewed by the Audit and Accounts committee and Budget and Children, Young People and Families scrutiny committees.  During a meeting of the Children, Young People and Families scrutiny in June 2009 it was suggested that due to the seriousness of the situation it may be appropriate to form a sub group in order that members can look at the issues in more depth. As two scrutiny committees were already monitoring the situation it was further suggested that the sub-group be made up of members from both. 

1.2
The sub group agreed that the objectives of the review as follows: -


· To establish the current situation in relation to both deficit and surplus school budgets

· To ensure that effective strategies are in place to provide financial assistance / advice to those schools and Governing Bodies affected

· To ensure schools with a deficit budget have a current action plan in place showing how they intend to bring deficits into balance 

· To ensure that there is a valid reason for having a surplus budget

· To ensure that the recommendations from the Audit Commission are being adhered to

· To establish the Authority’s net loss of pupils during the transition period from primary to high school

· To determine how staffing issues in respect of sickness impact on school budgets 

· To establish how future government funding proposals will affect individual school budgets
1.3 Financial information was provided by Children’s Services and based on this information the group chose a sample of six schools including primary and high schools with both deficit and surplus balances. The group then gathered evidence from the schools and the authority and reported the findings and recommendations in a report presented to The Acting Strategic Director and Lead Member for children’s Services.
2.  Recommendations of the School Budgets Sub Group and Responses to those Recommendations 
2.1 Recommendation 1 - It is acknowledged that the funding of schools is both complex and subject to frequent changes. However, after speaking to the various headteachers it is felt that a review of the funding formula and the way in which the education budget is delegated to schools should be undertaken by the authority in conjunction with the Schools Forum to ensure that it is both appropriate and equitable Those responsible for the review may wish to consider the comments made from the various schools and the findings of this group as part of their work
Response - The current funding formula has been in place for a number of years and various adjustments have been made to it over the years to ensure that funding has been allocated on a fair and transparent basis. Formula review has been an area of discussion at a number of schools forum meetings and at the meeting In May 2009 schools forum asked the Finance team to undertake a review of the current formula. Nominations have been sought from schools, governors and schools forum for members to be part of a formula review group. A large number of nominations were received and members have been chosen to form the review group. A timetable has been agreed by schools forum for the formula review. Work already started and expected to be completed by March 2011.
2.2 Recommendation 2 - Within the review of the funding formula the financial implications of new build schools and subsequent maintenance costs should be taken into consideration.

Response - Although the cost of supporting new technology is more expensive, the funding allocated to new build schools is not reduced in any way to take account of efficient heating and lighting systems and therefore this would partially compensate schools. Also the use of new technology should generate efficiencies within the teaching and learning environment and result in staff savings which would also compensate for the increased costs. This matter will be investigated  in more detail by the formula review group and findings will be reflected in the proposed revised formula
2.3
Recommendation 3 - A robust framework of procedures should be established in order to eradicate school budget deficits and these should be adhered to in practice.  In addition there should be clearly defined timeframes laid down for the implementation of such procedures. The procedures should clearly identify specific action to be taken by accountants as soon as they have any concerns in relation to the school budget. Specific interventions should be identified for remedial action and appropriate monitoring undertaken to ensure the schools’ compliance. Senior Management should undertake periodic reviews to ensure that the procedures are being adhered to. Any school setting a deficit budget should have to submit detailed plans to the authority showing how they intend to return to a balanced budget and in what time frame and these should be considered for approval by the lead member and director of Children’s Services.     
Response - Salford Scheme of Delegation (revised in October 2006) section 4.9 details the Local Authority position in relation to Licensed Deficits. The scheme requires schools to apply for approval of a licensed deficit and details the process for deficit approval, however, there are no standardised documents for schools to complete in making this application and subsequently approval has not been sought by schools, or officially signed off by the Local Authority. To resolve this issue a detailed application process has been agreed by The Director of Children’s Services, the Lead Member for Children’s Services, Schools Forum and the City Treasurer. A robust “Licensed Deficit Approval Process” has been established and has been introduced with effect from 1st April 2010.The application process requires governing bodies and headteachers to agree and sign up to a prescriptive process of deficit management. This will enable the local authority to undertake the management and monitoring of deficits and will provide schools with a formal procedure for deficit recovery. Progress reports for licensed deficit action plans will be provided on a quarterly basis to The Director of children’s Services, Lead Member for children’s Services, Children and Young people Scrutiny Committee and the City Treasurer. See attached scheme documents, application and approval forms and flow chart.
2.4 Recommendation 4 - The director of children’s services should present a report on the position regarding school balances to the children, young people and families scrutiny committee at the end of each financial year. The report should provide details of the efforts made to manage balances along with details of any clawbacks if applicable. Members should also be made aware of any key issues or concerns relating to school budgets that have emerged during the year.   

Response - School balances are reported on an annual basis to Budget Scrutiny. The report can be presented to Children, young people and families scrutiny committee for information.

2.5 Recommendation 5 -  The budgets of any schools that are due for closure, merger, and change of status should be closely monitored by the accountant along with involvement of senior officers from the directorate, within an appropriate timescale. Consideration should also be given to removing financial delegation from any schools that fail to co-operate. 

Response - The budgets of schools due for closure, merger and change of status are closely monitored by the finance team. A report was presented to schools forum in September 2009 requesting schools forum agreement to remove financial delegation from a closing school where the LA considered that the school were failing to co-operate. This was rejected on the basis that schools forum were of the opinion that they should be allowed to spend any surplus balances held. The report will be re-submitted to schools forum as a report for information

2.6 Recommendation 6 - A review of schools with surplus balances should be undertaken to determine whether they have been accrued for legitimate reasons. Detailed plans for any committed expenditure should be submitted to the authority for review and these should be considered for approval by the lead member and director of Children’s services. The authority should exercise full use of the power to claw back excesses that are not considered to be appropriate.
Response - Schools balances are reviewed each year and schools with committed balances are required to provide written proof of the committed sums including copies of orders for goods or governing body minutes confirming that the amounts have been committed for specific purposes. These are currently considered by the Principal Group Accountant. A report will be provided for the Director of Children’s Services and Lead Member for Children’s Services on the committed and surplus balances for approval.
2.7 Recommendation 7 - A review of the training provided to governors should be undertaken by the directorate and perhaps more importantly the take up rate from both new and existing governors. In particular measures should be taken to ensure that training relating to the finances of the school includes information on the role and responsibility of the governor, that it is comprehensive and that the guidance provided is in a format that is easily understandable for those that are less experienced in financial matters.
Response - Governor Services provides the following training/information on governors financial responsibility:

· A 7.5 hour induction course for new governors which contains a section dedicated to the GBs responsibility for the effective management of the school’s finances.  

·  
A separate 2.5 hour course for governors “Understanding your school budget” that looks specifically at how school funding and the school budget works and how the budget should be scrutinised.  

·  
The new governor induction pack, which contains the booklet “Understanding school funding”.  All governors received this booklet between 2007 and 2010 as they went through the Financial Management Standard in Schools (FMSiS) process for the first time.

·  
All headteachers and chairs of governors/chairs of finance and school bursars received training to enable them to achieve the Financial Management Standard in Schools (FMSiS).

·  
A Guide for the clerk of the finance committee was produced, which covered the requirements of FMSiS and included a termly planner for the work of the finance committee, sample agendas for the meetings and minute templates.  Every school GB received a copy on the FMSiS training course.

·  
From 01.04.10 E-Learning courses, which include courses on GB’s responsibilities for finance.  There are 2 finance courses which each contain a number of separate modules .

A report on the uptake of training by new and existing governors over the last three years to be produced by 31.08.2010.  

In partnership with the finance team review the content of the training courses and information booklet for new governors making sure it is easily understandable for governors less experienced in financial matters by March  2011.
2.8 Recommendation 8 - Consultation should be undertaken with existing governors to try and understand some of the issues that prevent / deter governors from volunteering to sit on the finance committee. 

Response - All Salford schools governing bodies (GB) have committees with responsibility for finance and these must have at least 3 governors on them.  The difficulties arise once governors are members of the finance committee that they may often not have the confidence to fulfil their roles and responsibilities.  This is often exacerbated because many departments in the LA do not understand the power of GB’s and do not communicate directly with them but instead communicate directly with the Headteachers and this can mean GB’s do not have the opportunity to provide the proper level of scrutiny that is needed. Consultation with existing governors would help identify the barriers preventing governors fulfilling their responsibilities.
2.9 Recommendation 9 - All elected members acting as local authority governors should be urged to undertake financial training if they have not already done so.

Response - In the past LA governors were targeted as a particular group for training and information updates, however, this has not happened for a number of years. In consultation with the lead member Governor Services will organise induction meetings for new LA governors to take place in the autumn term of 2010. Regular updates (newsletter) will be provided for LA governors that include details of training opportunities and key messages from the lead member. It is envisaged that the first newsletter would be available by the end of the autumn term 2010. Lead Member will be provided with statistics of the number and type of training attended by LA governors on a termly basis.
2.10Recommendation 10 - It is recommended that all schools implement the council’s sickness management system and ensure that rigorous procedures are in place for dealing with sickness absences.

Response - All schools have the opportunity to buy into the Schools’ HR Service Level Agreement. Upon purchase, schools are linked to a dedicated HR consultant who provides individual HR advice, guidance and support in relation to all sickness issues which includes attendance at meetings and dismissal hearings. Schools and Governors are aware of their responsibilities to manage sickness levels in their schools and are aware of how to implement the attendance management procedure through training and regular discussion with their HR Consultant. They are also aware that they should contact their dedicated HR Consultant as soon as they identify a sickness management issue to aid early intervention. For the period April 2009 – March 2010 the average number of days lost per person in schools equated to 7.9 days compared to 11.2 days per council employee. HR will continue to provide dedicated support to schools in relation to individual sickness cases and to provide more management information to schools to enable them to manage their sickness issues appropriately.
2.11Recommendation 11 - In order to ensure that HR is providing an effective and consistent service to schools that have taken out an SLA the directorate should consult with the clients on the level of service they receive and how it could be improved in relation to their individual needs.


Response -  Feedback is regularly sought from schools in relation to the performance of the Schools’ HR Team. The team has excellent working relationships with schools and if any concerns are raised, they are dealt with promptly and appropriately by the Schools HR Manager and the rest of the team. The draft SLA which commended on 1st May 2010 was sent to the services for schools forum for consideration prior to being rolled out to schools. The SLA was then forwarded to schools with two months notice to allow any issues to be raised. Continue to seek feedback to aid regular evaluation of the Service Level Agreement to ensure it best suits the needs of our clients. A further review will take place early 2011 prior to the roll out of the May 2011 SLA.
2.12
Recommendation 12 - Consistent and constructive advice should be provided to schools being pro-active in identifying potential future budget difficulties.  

Response - This year alone, over 15 schools have been supported through the yearly budget deficit exercise. In previous year, dedicated support has been offered to schools displaying at least £30,000 budget deficit in the current financial year, however, with the accountancy teams support, this year the catchment for support has been extended to those schools with a projected budget deficit for the future. The exercise is co-ordinated by a dedicated HR Consultant who provides consistent advice and support to all schools involved. HR also provide an annual briefing to schools affected by budget deficit issues, undertake formal consultation meetings with the Trade Unions and support Governors at compulsory redundancy dismissal hearings.  HR will continue to identify schools displaying a projected budget deficit and provide schools with support in preventing/reducing their budget deficits in the future.
2.13
Recommendation 13 -  Schools either facing or dealing with deficit budgets need to be innovative when marketing the school for the use of outside / community organisations in order to maximise the potential for generating extra income

Response -  All schools, not just those with deficits, are encouraged to develop income generating activities provided that they are cost effective and that the relevant financial regulations and standing orders are adhered to. Given the proposals around the financial settlements for schools and the need to make efficiencies to balance budgets, schools should be reviewing income generating strategies. The Finance Team will assist schools in reviewing income strategies. This item will also be included on financial training provided for governors and schools.
3. Conclusions 

3.1 A number of areas for recommendation by the group have been subject to review and actions have been taken to make improvements to service delivery and monitoring of information.
3.2 Actions have been suggested for other areas where improvements have been identified.
3.3 Some areas will require further investigation and consideration.
4.
Recommendations

4.1
That members consider the contents of the report. 
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