MEETING OF THE SCHOOLS’ FUNDING FORUM

3rd OCTOBER 2008, AT OAKWOOD HOUSE, MAIDSTONE

Present: Phil Sayer (Vice Chairman), Alasdair Patterson, Arshad Haque, Chris Atkin, Ian Hobson, Jane Wheatley, Neil Turrell, Heather Suggitt, Mike Smith, Alison Coppitters, John Bromiley, Sue Glanville, Paul Hannan (substitute), Jennie King, Marie Betts, Alan Barham, Bernadette Gibbs, Mark Dance (Member), Keith Abbott, Bob Smith, Simon Pleace, Ian Hamilton
Apologies: Nigel Blackburn (Chairman), Barbara Letchford, Alison Marshall, Roland Gooding, Stephen Grix, Nigel Genders.

	1.

	Minutes of the Last Meeting and Matters Arising

Nigel Blackburn was unable to chair the meeting due to unforeseen circumstances and in his absence Phil Sayer the Vice Chairman chaired the meeting. Phil Sayer welcomed the following people to Forum as it was their first meeting. Bernadette Gibbs- Bubbles Nursery - representing PVI sector, Jennie King- East Borough representing All Through primary schools over 400 pupils without a nursery , Paul Hannan Hadlow College substituting for Stephen Grix Mid Kent College and Bob Smith, Finance Manager for CFE Finance.

The minutes of the last meeting of the 11th July were agreed as an accurate record.


	

	2.a)

b)

c)

d)
	Delegated Formula Funding Group
At the Schools’ Funding Forum meeting on the 25th January 2008, DFFG were delegated the responsibility of recommending a proposal to the Forum for funding federating schools. On the 6th June 2008 a paper was tabled at DFFG outlining the background to Federation funding.  In order for the group to make a more informed decision it was suggested that speakers were invited along to a subsequent meeting to talk about their experience of schools federating. Three speakers were invited to the meeting on the 26th September to talk about their experiences and to answer questions from members of DFFG.  As a result, members of DFFG reached agreement about how funding for the various different types of federations should be funded.

The Forum ratified all proposals in respect of the paper presented by Mike Smith and made it clear that such funding would only apply to schools entering into a hard federation where there was a single governing body and headteacher..

Central Costs

A paper on the review of the Advisory Service Kent budget was tabled at the meeting on the 4th September 2008 and the following recommendations were made, see link for contents.

i) Comparisons should be made with other LAs to compare Advisory service inputs and costs and student outcomes; Whilst some of this work may be possible from contacts within  the South East Education Finance Group (SEEFOG) further work  may need to be commissioned and the Schools’ Funding Forum will have to consider how such work is funded.

ii) In principle, the group felt that the Advisory Service Kent should be separated into two functions: a centrally managed service to meet the statutory LA requirements and a ‘buy back’ service for schools with funding being delegated to schools. Further work to identify what could and could not be delegated is required.

Due to the changes in the senior management structure of the CFE directorate caused by Graham Badman, Marilyn Hodges and Carol Parson all leaving by December to 2008 an interim structure is going to be put in place where by Ian Craig would assume overall responsibility for ASK. It was therefore not the appropriate time to address the recommendations until the new Managing Director for CFE has been appointed.  

The current Medium Term Plan cycle runs from 2008-09 to 2010-11 and any of the recommended changes would need to fit into the three year cycle for 2011 to 2014. The Forum agreed that this should be revisited in 2010 so that any agreed actions could fit into the next cycle.

Schools Capital Group
There was no feedback from this sub-group as a meeting had not taken place since the last Forum meeting on the 11th July. The Schools capital group are due to meet on the 8th October to discuss recommendations for the Tenant /Landlord split of responsibilities, recommendations from this meeting will be presented to the Forum at their next meeting on the 7th November.
Early Years Group

The Early Years Sub-group had its first meeting on the 23rd September 2008. The group elected Bernadette Gibbs as chairperson and their representative on the Forum.  On the 25th January 2008 a cost analysis of PVI settings in Kent was presented to the Forum.  This information had been compiled using a recommended data collection form by the DCSF.  The view of the group was that some PVI’s did not understand the reason for completing this return and as a result did not participate.  In addition, the data collected was too simplistic and did not give a representative view of the actual costs in settings. The group would like to consider repeating this exercise and have invited some external consultants to discuss how this could be done at the next Early Years Group on the 14th October.


	Phil Sayer



	3.
	School Reserves Update

The report tabled at the meeting summarised the outcomes of the school panel interviews and appeals, and made some broad observations drawn from the process.  It was noted that the process had been quite stressful for some schools and was not a pleasant experience and from the point of view of Forum members and LA officers it had been a very time consuming exercise.  Some general comments from the process were:

- That they felt this was not sustainable process and other arrangements needed to be made in the future.

- High levels of school reserves often made it difficult to gain political support to secure increased funding for education. 
- the current BCM was drafted in a way that required subjective judgements  and was felt to be generally over-generous 

In order to address the findings of this exercise recommendations have been made to tighten Kent’s balance control mechanism (see item 4 below).

The final recovery from schools as a result of this process is £1.476million and  the tabled report included details and amounts to be taken back from the individual schools. The Forum members took the view that this was confidential information at this stage. 

	

	4.
	Review of Balance Control Mechanism 
Bob Smith and Simon Pleace presented the paper on proposed changes to the balance control mechanism.  The Forum ratified the following proposals from the paper.

Private/Non school funds

Private schools funds are not unlike delegated budgets in most respects; they are intended to support current pupils’ needs (certainly by the parents making the contributions) and there is no reason why they should not be largely spent in year. There are some significant exceptions such as monies collected in advance for school trips, where such funds are clearly committed to the future. Such receipts in advance should however in accounting terms be treated as such, and if this is reflected in the school’s accounting system, these balances will not appear within a school’s published rollover total. 

Forum unanimously agreed to remove this category from the list of permitted exceptions, as the major element that could justifiably be carried forward can be dealt with via the correct accounting treatment. 
Cluster/Partnership/Banker school balances

The current approach of allowing such balances to be exempt has two major drawbacks:

Firstly with the growing tendency for greater proportions of schools and central spending to be managed by clusters/partnerships, such collective funds will grow and if not spent will push schools total balances even higher.  There is no reason in principle why most if not all of these monies should not be spent in year, but clearly it is unfair to attribute any unspent element entirely to the banker school. 

Secondly the system of exempting fund hold balances on a fair and equitable basis is entirely dependent on the accuracy of the banker school’s accounting and reporting arrangements.  

If the banker school expects the total it holds on behalf of a partnership or cluster to result in its total balance exceeding the c/f limit, it should agree with its partner schools the respective school shares of the total held.  At year end the banker school will be required to provide the LA with a memorandum distribution between the schools in the partnership, which the LA will then attribute to each individual school on a memorandum basis. This will reduce the banker school balance for BCM purposes, and increase the other schools’ totals, potentially taking them over the limit. Participating schools will need to take this into account when managing their budgets and projected balances. 

This mechanism will provide an automatic assurance to other schools of the reasonableness of the treatment of banker schools, as the other schools sharing the banker balance will not accept an inaccurate allocation back to their balances from the banker.

The Forum unanimously agreed that each school’s share of the banker school’s balance should be re-attributed back to them, and taken into consideration when assessing whether they exceed their limit or not.
Standards Funding 

The current BCM uncommitted allowance is based on 5% and 8% on total school budget share which includes standards funding.  The rollover limit therefore already includes some provision for unspent Standards Fund.  Therefore a further allowance for schools to carry forward as a committed reserve a maximum of 5/17ths represents some double counting. 

There is no reason why the vast majority if not all standards funding should not be spent in year.  This funding stream is now very predictable and stable and can be anticipated in forward planning.  Some years ago this was not the case with many elements paid late in the year.  The DCSF grant rules require unspent grant to be returned, and they in turn will have the funding recovered by HM Treasury.  This is why the 17 month spend period was introduced, not to encourage schools to underspend by 31 March, but to provide every opportunity for schools and LAs to demonstrate to external auditors that the funding had been fully spent.  Now that these grant allocations have stabilised and recur every year at guaranteed levels it is entirely reasonable to expect schools to be able to plan, and to spend their annual allocation in 12 months and not 17 months.
The Forum unanimously agreed to remove this category from the list of permitted exceptions.
Falling rolls and Three year financial plans

The local delegated formula budget already includes an element of protection from the impact of falling rolls by funding schools on a single pupil count (January before the start of the financial year).  The Forum and DFFG have discussed this at length in the past and concluded that 1) schools must adjust their expenditure plans in light of adjustments to the funding and 2) schools have adequate time (2 full terms) to review their expenditure plans and adjust where appropriate before the reduction in funding applies.  

Assessing this exception is subjective to say the least and is often very difficult to identify in the context of schools three year financial plans.  

It is proposed therefore that this category is removed from the list of permitted reasons for holding committed reserves at year end and that schools utilise their uncommitted reserves where appropriate to do so.
The Forum unanimously agreed to remove this category from the list of permitted exceptions.
School Reorganisation funding

Schools who are subject to a reorganisation receive one-off funding to cover the additional costs of reorganisation. 
The Forum unanimously agreed to retain this category but to introduce a maximum time limit of 24 months (i.e. 2 complete financial years following the year of reorganisation). 
Capital related items (e.g. Building projects and ICT investments)

Delegated Formula budgets, School Standards Grant and Standards Funding are all provided to schools to support revenue spending; spending on recurrent items for the benefit of current pupils.  An element of revenue funding is there to meet on-going routine building repair and maintenance costs.  Unexpected emergency repair work would normally be easily managed from within a schools general uncommitted reserve.
Schools are now provided with significant annual Devolved Formula Capital (DFC) allocations to fund building improvements or ICT projects.  Schools are allowed to carry forward and save unspent DFC for up to three years, or can even anticipate future years’ allocations.  In addition to this flexibility, schools have access to the LA loan scheme which allows schools to borrow funding from the LA against future DFC allocations (up to 7 years into the future).

Following a discussion on this issue, the Forum agreed that schools would be allowed to hold excess revenue reserves to help them fund major capital purchases after meeting the following criteria:

1) They have fully utilised all available devolved formula capital funding rolled forward and in year.

2) They have made maximum use of the LA loan scheme, including borrowing against future devolved formula capital allocations.

The capital scheme forms part of an asset plan approved by the governing body, and has been approved by the LA.  
Late Funding Allocations 

There are typically three different types of late payments to schools:
Reimbursement from the LA - These are covering costs already incurred (e.g. supply costs) and therefore do not form part of a schools reserves at year end.
New allocations from Kent’s central budgets-  Guidance will improve within the authority to ensure such allocations are made early in the year where they are for a full financial year;  or that they are issued in two tranches, the second after 1 April where they are intended to cover more than one financial year.  If lateness is unavoidable and schools cannot reasonably spend them by year end, payments will be delayed until 1 April.
Late allocations from government will be treated in the same way unless regulations prevent it.  If this is the case, the Forum will have the ability to allow schools to treat such funding as exceptional items.
The Forum unanimously agreed that this category is removed from the list of permitted reasons for holding committed reserves at the year end.
Uncommitted Reserves

The current limits of 5% for secondary schools and 8% for primary or special schools were set in line with DCSF guidelines.  They are the maximum limits and LAs with their Schools’ Funding Forums may set lower limits if they wish.  

The Forum unanimously agreed that the limits remain unchanged however the calculation of budget share should be altered.  Rather than use the figures from the March statement of account as the basis for calculating the maximum uncommitted balance, we should take the figures from the budget statements at the start of the year.  This would enable the LA to publish a maximum amount at the beginning of the year and schools would then be able to plan with greater certainty earlier in the year. 

The Forum unanimously agreed that the changes will come into effect from 31 March 2010, i.e. will apply to balances unspent in the financial year 2009-10.  This will allow schools 18 months to plan for these changes.  The Forum will review the level of reserves at the end of 2008/09 financial year and if balances have not reduced significantly may repeat the panel interview process with individual schools with high reserves.  


	

	5.
	Special School Review 
At the Forum meeting on the 25th July it was recommended that a review of the special schools funding formula should be undertaken. The purpose of this paper is to inform the Forum of the next steps to implement  this review. A meeting has been arranged with all Special School headteachers on the 13th October to discuss the process and timescale to implement this review. One of the recommendations is to set up a small working group of special school headteachers to undertake this piece of work. The Forum understood the reasons for a delayed start with this review and expressed concern at the short timescale now available to agree changes in time for 2009-10. The Forum requested that if a working group is set up, members of the Delegated Formula Funding Group (DFFG) should be included. The suggested DFFG representation would be a special schools bursar and a special schools governor.

A further update on the progress of the review will be given at the next Forum meeting on the 7th November.

	Bob Smith


	6.
	Update on Schools in Financial Difficulty 
A summary list of schools in financial difficulty was presented to the Forum. The summary was broken down into three categories. 

1. Schools that are in deficit at the end of the 2007-08 financial year and schools that are forecasting a deficit by the end of 2008-09 financial year. 

2. Schools forecasting a deficit by the end of the 2009-10 financial year. 

3. Schools forecasting a deficit by the end of the 2010-11 financial year.

The schools deficit team who are part of the schools statutory finance function are responsible for monitoring school deficits and will be taking the following action.

1. A member of the team will be contacting and working with all the schools included in list 1. 

2. All schools on lists 2 and 3 have been asked to complete a pro-forma identifying how savings will be made in order to achieve a balanced position. This information with the addition of six month monitoring will be used to review the extent of schools likely deficit.

A further update will be presented to the Forum at the next meeting on the 7th November 2008.


	Keith Abbott


	7. 
	Budget Update
Keith Abbott updated the Forum on the current three year Medium Term Plan. The outlook at present looks bleak. Over the next three years there is a £16 million funding gap, with 2009-10 looking the worst year with a funding gap of £8.5 million.

There are a number of big pressures to address

· Residential care £3 million overspend.

· Utility and Transport rising costs

· The whole capital programme is currently being reviewed as estimated land receipts will not materialise to finance capital expenditure.

There is no prospect of an increase in council tax therefore any pressure will need to be funded from DSG. 

A number of meetings are taking place between now and the next Forum meeting to determine the direction of the MTP. 

A further update will be given at the next Forum meeting on the 7th November.


	Keith Abbott

	8.
	Units Review 
Bob Smith presented  a paper to the Forum which set out how the proposed new formula might be applied to new and existing lead schools and sought discussion on some overall broad funding options to support transitional arrangements. The paper asked the group to agree the following recommendations

i) Indicate its preference for which model of implementation the authority should adopt.

ii) Agree that a four year transition period should apply

iii) Agree that a full schools’ consultation on the formula changes and transition be conducted following its Novembers meeting.

Members of the Forum highlighted previous conversations around the units review and agreed plan for implementation. At the Forum meeting on the 3rd December 2007 it was noted that the Unit review should not roll out in full until a pilot had been run and this was fully evaluated. Alan Barham who is also member of the Secondary Forum said that this group fully endorsed running a pilot scheme  before any further lead schools should be set up.  Mark Dance, Cabinet Member agreed that this was the common ground and the most appropriate way to proceed.

A paper outlining the period and funding arrangements for the pilot will be presented at the next Forum meeting on the 7th November.


	Bob Smith



	9.


	Distribution of Funding
The Forum were asked to agree the distribution of the following one-off money totalling £6.195m

· Roll forward of unspent 2007/08 Schools unallocated £3.549m

· Increase in the final 2008/09 DSG settlement £1.170m

· Clawback of schools excessive balances £1.476m

The Forum agreed to allocate £1.673m of the one-off funding on the following items.

· £1.288m for schools’ energy costs. It is estimated that school energy costs will increase by 40% from October 2008.  School budgets for 2008-09 included an estimated increase of 10% for energy.  The cost to fund the additional 30% increase is £1.288m. This additional funding will be distributed on a rate per sqm for maintained schools and as a percentage of the energy budget for special schools. Payments will be made to schools in Octobers advance.

· £0.200m to support CFE finance training to schools and to increase the strategic financial management training provision for senior school leaders, bursars and governors.

· £0.185m for Outdoor Education. The outdoor education unit currently provides free advice to schools. The LA has considered charging schools for this service in 2009/10. The £0.185m one off funding will allow the outdoor centre to continue providing free advice for a further year.

In light of the budget statement in item 7 above the Forum delayed the distribution of the remaining £4,522 one-off funding until the next Forum meeting on the 7th November when the MTP will be at more advanced stage.


	

	10.
	14-19 Transition working group
No meetings have taken place since the Forum meeting held on the 11th July.


	

	11.
	Process for election of Chairperson and Vice Chairperson
Members of the Forum were informed of the forthcoming election for chairperson and vice chairperson.


	

	AOB
	The Forum members agreed to change the date of the next meeting from the 14th November to the 7th November
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