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

TO BUDGET SCRUTINY COMMITTEE ON 1 DECEMBER 2010 AND 

CHILDREN AND YOUNG PEOPLE SCRUTINY ON 8 DECEMBER 2010 

TITLE: PROJECTED SCHOOL BALANCES 2011-2016 

RECOMMENDATIONS: Members are asked to consider the current position on school balances and the actions being taken to assist and challenge schools.

EXECUTIVE SUMMARY: This report updates members on the position with school balances and the actions being taken to ensure schools in deficit, particularly those in the worst deficits, take appropriate action to remove themselves from deficit.

BACKGROUND DOCUMENTS: 
Schools Year End Balances
Individual school projections
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. Out of a total of 98 schools there are 74 in surplus, 10 are in deficit and showing improvements to their position, but 14 previously in deficit have got worse (including 2 primary schools who closed in August 2010), there are no schools previously in surplus who have gone into deficit and 6 schools previously in deficit are now in surplus. Schools with deficit balances currently exceed those with surplus balances, with an overall estimated net deficit balance at 31st March 2011 of £3.992m. Attention is being focussed on the 14 schools in deficit, whose position has deteriorated, with particular emphasis on action to reduce the most serious deficits.

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 and the City Treasurer

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

KEY COUNCIL POLICIES: 2010/11 Revenue Budget

Report Detail

1.  Introduction 

1.1 The authority currently has 78 primary schools (77 from January 2011), 13 secondary schools and 4 special schools. All of these schools have delegated budgets and responsibility for the management of their financial affairs.  At the time of writing this report the figures provided are estimated based on current information.
2.  Predicted Year end balances March 2011
2.1 The year end balances for March 2011 for all schools have been predicted based on budget plans provided by schools. These are based on September 2010 pupil numbers and are attached at Appendix 1. The analysis indicates that the spread of projected balances (excluding standards fund) ranges from Willow Tree Primary school with a surplus of £250,588 to Harrop Fold which has a deficit of £2,763,554. 
2.2  The figures for 31st March 2011 estimate that there will be 24 schools with deficits totalling £7.941m compared to March 2010 when there were 30 schools with deficits totalling £6.972m. The increase in deficits therefore is £969k which can be mainly accounted for by the increase in deficits at 
· Wentworth High 
£499k
· Harrop Fold       
£278k
· Buile Hill    

£176k
· Walkden High
£76k
And a reduction in deficit
· Marlborough Rd
£84k

2.3 The overall position for Salford schools shows a projected increase in net deficits from £1.951m deficit in March 2010 to an estimated net deficit of £3.991m by March 2011, an increase of £2.040m. This is made up of £969k increase in deficit budgets and a reduction in surplus balances of £1.071m.
2.4 To partially offset the figures above, the schools may have accumulated standards fund grant balances at March 2011.  The figures that are required to be reported to the Department for Education (DFE) are net of any standards fund grant balances and therefore official reported final figures may show an improved position. The government is proposing to include a number of standards fund grants within the DSG from April 2011 which will mean that there will no longer be the requirement to account for the grant as a separate balance.
2.5 Schools are working together with officers to reduce the levels of deficit budgets. So far in 2010-11 schools have made applications for voluntary early retirement (VER) or redundancy for 41 members of staff, of which 17 were from the schools identified in point 2.2. Due to ongoing work undertaken with deficit schools there are likely to be a large number of applications in 2011-12.These will be funded from the Dedicated Schools Grant (DSG).
3. Support mechanisms for schools with financial difficulties 
3.1 Schools are usually notified of their indicative funding in December of each year with final allocations being notified in March. The schools are required to submit their spending plans to the authority by the end of May. 5 year projections are produced by the finance team in September/October for the following financial year based on September pupil numbers. These projections show the impact of the pupil number changes in September on the future budgets. The projections are then discussed with the senior school managers and where needed plans are formulated to eradicate any future deficits. In predicted deficit schools these projections will look at various options including staff reductions and pupil numbers. Projections can be updated at any time during the financial year to reflect changes.
3.2 The financial performance of all schools is monitored monthly and for a school with a deficit budget particular attention is paid to these statements to try and ensure spending is within the revised budget plan. 
3.3 Normally schools with the most serious deficits can only balance their budgets by a reduction in staff numbers whether through not filling vacancies, VER or redundancy. 
3.4
Officers from Human Resources, Finance and Universal Services are currently working with all schools that have existing deficit budgets or are predicting deficits in future years. There is constant support and challenge from the officers with a view to returning schools to a balanced position as early as is practically possible.    
3.5 Schools which have balanced or even surplus budgets on an annual basis are usually those with the least surplus places, therefore this scenario must be the objective for a school wanting to eliminate a major deficit. Eliminating surplus places by reducing the school admission number is one method that has been successful in reducing deficits within schools, but this will also involve staff reductions.

4. Action taken to reduce overall deficit budgets
4.1 The introduction of the Licensed Deficit Scheme has had a significant impact on schools that are in or are forecasting future deficits. The completion of the application form and the approval process seems to have focussed schools on balancing budgets, whether to get them out of deficit as soon as possible so that they are not subject to quarterly monitoring and reporting or adjusting expenditure to ensure that they do not enter into deficit budget position. 
4.2  Applications were received from 21 of the 24 schools currently predicting a deficit. At the time of writing the report 1 application was outstanding and 2 primary schools closed with deficit budgets in August 2010.  A list of the deficit schools are identified at Appendix 2. Each application was considered in detail by The Lead and Deputy Lead Member for Children’s Services, The City Treasurer and The Acting Director of Children’s Services with input from the Acting Deputy Director for Children’s Services, the Principal Group Accountant and the Schools Management Accountant. Of the 21 applications 15 were approved and 6 are subject to review and re-submission.
4.3 Work is ongoing with schools and recovery plans will be monitored and reported on a quarterly basis.
High Schools
4.4 High school deficits currently account for £6.389m of the total deficits held by schools These are spread over 4 schools, the highest being Harrop Fold at £2.764m and the lowest being Walkden at £341k.

4.5
Specific action has been taken with the four high schools identified at point 2.2 above. A budget task force was engaged to identify recovery action for Harrop Fold, Buile Hill, Wentworth and Walkden High schools. Taking on board the recommendations from the task force the four schools were asked to produce recovery plan/s to be submitted for consideration and approval. The Head Teacher, Chair of Governors, Chair of Finance and the Business Manager for each of the four schools were then invited to meet with the Acting Deputy Director for Children’s Services, Principal Group Accountant for Children’s Services, the Head of Universal Services and the Schools HR Manager to discuss proposed recovery plans. The plans were scrutinised and schools were challenged on the contents of the recovery plans to ensure that they were robust and that schools were making progress on their deficit recovery at a good pace. These discussions resulted in some of the plans being reworked or other options provided and officers worked closely with schools to assist in this process. The projected balances at Appendix 1 reflect the recovery plans submitted by the four high schools.

4.6
Each of the four high schools have submitted a plan for 2011-12 that removes the overspending in year and starts to pay back the existing deficit.  The table below shows the improvement in the in year budget position for the four high schools.
	In Year Contribution to (from) Balances

	 
	2008-09
	2009-10
	2010-11
	2011-12

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	BUILE HILL
	(383,115)
	(451,471)
	(176,254)
	69,760

	HARROP FOLD
	(172,500)
	(439,006)
	(277,900)
	4,909

	WALKDEN
	(89,800)
	(279,425)
	(92,036)
	4,636

	WENTWORTH
	(708,449)
	(624,835)
	(498,540)
	12,698

	 
	 
	 
	 
	 

	 
	(1,353,864)
	(1,794,737)
	(1,044,729)
	92,004



The figures represent the in year position of the budget. This shows how much excess / (shortfall) of funding a school has / (needs) to fund existing expenditure.  E.g. In 2008-09 Buile Hill set a budget that required £383,115 in addition to the budget allocation for the year which would have increased any existing deficit by £383,115. All four schools set budget in 2008-09 which were £1.354m more than their budget allocation, £1.795m more in 2009-10 and then a reduction in requirement for 2010-11 to £1.045m. The 2011-12 figure based on the licensed deficit applications shows a contribution of £92k towards paying off existing deficits which represents a £1.137m reduction in expenditure compared with 2010-11.
4.7
Schools will be heavily supported by HR to implement the staffing implications in relation to the recovery plans submitted. The length of time taken to repay the deficit will be in excess of the authority time frame of three years and for some schools will be significantly more. If the deficit payback is required over a shorter period then this would affect staff morale in schools, parent confidence and would risk the curriculum provision and long term future of the schools. 

Primary schools
4.8
Primary school deficits currently account for £1.086m of the total deficits held by schools (excluding £310k relating to the 2 primary schools which closed in August 2010). These are spread over 17 schools, the highest being Marlborough Road at £218k and the lowest being Ellenbrook at £8k. 
4.9
Work has been ongoing with primary schools and a number of visits have been made to those schools currently in deficit with significant input for those with the highest deficits. An Interim Executive Board has been working closely with Marlborough Road school and good progress is being made on recovering the deficit which is ahead of targeted recovery.

Special Schools
4.10There is currently only 1 Special school in deficit. We are working closely with the school to formulate a recovery plan that with return the school to a balanced budget position. 
5
Future Projections

5.1
The figures at Appendix 1 show that over the next 5 years that the overall balances are improving and that by March 2014 we should be reporting net positive balances across all schools. Appendix 2 shows that by the end of the 5 year period only 1 of the schools with an existing deficit is projected to be in deficit.
5.2
Work is ongoing with schools and the introduction of the licensed deficit scheme has focussed schools on reviewing their expenditure for future years. All of the 5 schools in Appendix 1 currently predicting moving into a deficit for March 2012 are reviewing their budgets with a view to setting a balanced budget that year and therefore will not be applying for a licensed deficit. At the point that the projections were shared with schools in early October, two high schools who were predicting deficits are already discussing options with HR of reducing their staffing to ensure that appropriate action is taken to bring the budget back in balance and have provided revised projections which show a balanced budget.

5.3
In Appendix 2 6 schools come out of deficit by March 2012, 2 schools with deficits have closed leaving 16 schools in deficit which is almost half the number in deficit in March 2010. Only 2 primary schools are predicting to increase their deficits and we are currently working very closely with those schools to reduce their projected deficits. The 5 schools mentioned above in 5.2 who are predicted to move into deficit are producing revised projections with assurance that the figures will show a balanced budget.
5.4
Pupil numbers are increasing each year and the table below indicates the live births recorded for each academic year since 2003/04.
	 
	Live Births by Ward based on school year

	 
	Year of birth

	 
	2003/2004
	2004/2005
	2005/2006
	2006/2007
	2007/2008
	2008/2009
	2009/2010

	Barton
	125
	149
	146
	186
	169
	190
	218

	Boothstown & Ellenbrook
	113
	98
	104
	100
	95
	83
	103

	Broughton
	229
	206
	251
	228
	259
	265
	254

	Cadishead
	122
	130
	118
	141
	148
	133
	144

	Claremont
	98
	103
	110
	102
	103
	125
	102

	Eccles
	104
	92
	120
	144
	126
	138
	143

	Irlam
	117
	122
	127
	136
	156
	123
	154

	Irwell Riverside
	111
	111
	117
	121
	136
	147
	145

	Kersal
	214
	227
	234
	230
	208
	279
	234

	Langworthy
	113
	134
	104
	125
	145
	160
	162

	Little Hulton
	207
	196
	185
	217
	229
	234
	224

	Ordsall
	77
	85
	88
	99
	107
	139
	140

	Pendlebury
	116
	146
	157
	158
	177
	177
	167

	Swinton North
	128
	138
	143
	150
	151
	135
	146

	Swinton South
	130
	137
	109
	114
	143
	126
	154

	Walkden North
	124
	150
	157
	161
	178
	168
	166

	Walkden South
	86
	88
	89
	116
	101
	112
	111

	Weaste & Seedley
	107
	141
	112
	143
	144
	137
	139

	Winton
	157
	157
	185
	169
	175
	163
	180

	Worsley
	121
	113
	119
	132
	93
	102
	107

	Salford Total
	2599
	2723
	2775
	2972
	3043
	3136
	3193



Approximately 90% of all live births in Salford translate into take up of places in Salford Schools. The births recorded have consistently increased from 2003-04, although from 2007/08 onward the rate of increase slows down. This increase in pupil numbers should generate additional income in schools budgets.
5.5
The current changes in funding for schools, including the transfer of specific grants into school budgets and the possibility of a new national funding formula in 2012-13, may impact on any recovery plans submitted. Plans will be monitored closely to identify impact on budgets resulting from these changes and corrective action will need to be taken early to ensure that schools continue in this positive move towards balanced budgets.
6. Conclusions 

6.1 A number of schools are currently facing financial difficulties and whilst the number of schools in this category has reduced the deficits in a number of schools have increased. Officers are working closely with these schools to improve their financial position.
6.2 The introduction of a robust deficit management application and monitoring process has significantly reduced the number of schools entering into a deficit budget situation. 
6.3
Increases in pupil numbers should provided sustained increases in the primary sector budgets and should, in time, flow through into the secondary sector.
6.4 Proposals from central government over the next 2 years will cause further disruption and are likely to adversely affect individual school budgets.
6.5
School budgets will be closely monitoring and the licensed deficit monitoring arrangements will be enforced in all schools with licensed deficits. Regular updates will be provided to the Lead Member for Children’s Services.
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