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Title: Recommendations of the Chairman's Group held on 14 October 2013 
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Executive Summary  
 
On 14 October 2013 the Chairman's Group considered a number of reports, including: 
 

 Schools in Financial Difficulty; 

 School Financial Value Standard (SFVS) Sanctions; 

 DfE Consultation on the School and Early Years Finance Regulations 2013; 

 Authority to enter into lease agreements to enable schools which occupy Lancashire 
County Council owned premises to enter into agreements for Renewable Technologies; 

 Allocation of the Dedicated Schools Grant: Budget 2013/14. 
 
A summary of the key issues and recommendations arising from the Groups considerations are 
provided in the report. 
 
 
Recommendations 
 
The Forum is asked to: 
 

a) Note the report from the Chairman's Group held on 14 October 2013; 
b) Ratify the Working Group's recommendations. 
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Background 
On 14 October 2013 the Chairman's Group considered a number of reports. A summary of the key 
issues and recommendations arising from the Working Groups considerations are provided in the 
report. 
 
 
1. Schools in Financial Difficulty 
The Forum has agreed that Schools in Financial Difficulty reports would be presented through the 
Chairman's Working Group in the first instance.  The views of the group were sought to proposed 
changes to the support arrangements for Schools in Financial Difficulty previously agreed with the 
Forum. 
 
Guideline Balance for School in Financial Difficulty Support   
On 2 July 2013, the Forum agreed revised school balances and clawback procedures that brought 
Lancashire into line with recommended DfE levels.  This increased the guideline balance level to 
12% of Consistent Financial Reporting (CFR) income, from the previous 8% of ISB level (5% in 
secondary).  As a consequence of the increased level of guideline balance, the Forum agreed that 
the minimum balance before financial support is provided through the School Improvement 
Challenge Board (SICB) should reduced from half to one third of the guideline.  This maintained 
the level at which financial support began at around the 4% level. 
 
However, in order to protect the Schools in Financial Difficulty Budget and ensure a consistent 
approach to funding across all schools, it is proposed to introduce a ceiling on allocations at 8% of 
CFR income.  This will again mirror the ceiling applied under the previous balances arrangements. 
 
 
Recalculation of the level of support provided by the Schools in Financial Difficulty budget at year 
end 
On 28 February 2013, the Forum agreed a proposal to amend the policy to remove the 
requirement that the level of support provided by the Schools in Financial Difficulty budget is 
recalculated at year end, as there was some concern that schools may have been reluctant to 
accept support from the Authority for fear that the additional funding will be recouped later. 
 
However, since this change was introduced, the level of support being requested by some schools 
has risen significantly and it is judged that some of this support is not essential.  It appears as if 
the arrangements have swung too far the other way. Following further consideration by SICB it is 
recommended that a system that may be seen as a middle way between the two extremes is now 
proposed.  Under this arrangement support will be calculated on the basis of the year end position 
in the preceding financial year as outlined below for schools in:  
 

1. Deficit, this allocation will be made to the school immediately it is approved.  This will 
ensure that support is available quickly for the schools in the most serious financial position. 

2. Surplus who qualify for support under the Forums agreed criteria; this allocation will be 
made to the school immediately it is approved.   

3. Surplus that do not meet the criteria for Forum support at the end of the previous year, but 
request support on the basis of a forecast of their financial position at the end of their 
current year then this allocation will not be released until the final outturn position for the 
current year is known.  This will ensure that the actual allocation is based on a final outturn 
figure, so there will be no danger that funding needs to be repaid by the school, but it will 
also protect the authority from making over allocations. 
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Any allocation made to schools under points 1 and 2 above will not be reduced. All bids will be re-
calculated once the final outturn for the current financial year is known. Any additional support 
required, after applying the Forum criteria to the final outturn will be funded to the school before 
financial close.  
 
 
Procedures for Schools in Financial Difficulty - School in deficit or forecasting to be in deficit at 
year end 
SICB has been considering the strategy for dealing with schools in financial difficulty. On reflection 
it is felt that more robust arrangements are required to guard the County Council and the Schools 
Budget from undue risk.  One element of this strategy is the development of an early warning 
system that will alert the authority to schools that could be in danger of entering financial difficulty. 
 
A second strand to this strategy is the implementation of more robust procedures for monitoring 
schools in deficit or forecasting to be in deficit at year end and for intervening where appropriate 
action is not being taken to remedy the situation.  The flowchart attached at Appendix A sets out 
the proposed procedures that are now being proposed.  Members will see that a much more 
structured and rigorous approach is adopted to ensure that schools adhere to the recovery plans 
that they have agreed, and culminates in withdrawal of delegation from a school following the 
issuing of appropriate warning notices.   An example pre-warning was provided for the Group. 
 
It is anticipated that in the vast majority of cases schools would be able to make appropriate 
adjustments to ensure the recovery plan was adhered to before the more serious actions in the 
later stages of the procedures need to be instigated. 
 
The Working Group: 

a) Noted the report; 
b) Recommended that the a ceiling on allocations for Schools in Financial Difficulty 

Support be set at 8% of CFR income; 
c) Recommended that amendments are introduced in the arrangements calculating 

support provided by the Schools in Financial Difficulty budget so that support will be 
calculated on the basis of the year end position in the preceding financial year as 
outlined below:  

 Schools in Deficit allocation will be made to the school immediately it is 
approved.   

 Schools in Surplus who qualify for support under the Forums agreed criteria; this 
allocation will be made to the school immediately it is approved.   

 School in Surplus that do not meet the criteria for Forum support at the end of the 
previous year, but request support on the basis of a forecast of their financial 
position at the end of their current year then this allocation will not be released 
until the final outturn position for the current year is known; 

 To be effective from 15 October 2013, if agreed by the Forum. 
d) Recommended that the revised procedures for schools in deficit or forecasting to be 

in deficit at year end, as set out at appendix A, be adopted, subject to the following 
additions : 

 In Box 1, it was suggested that the Chair of Governors should also be invited to 
the meeting at the start of the autumn term; 

 In Box 5, it was suggested that a range of options should be included, including 
withdrawal of delegation, removal of the headteacher and the removal of the 
governing body. 
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2. School Financial Value Standard (SFVS) Sanctions 2013/14 
The Schools Forum approved a procedure of sanctions to come into effect in March 2014 for 
schools which do not submit their annual School Financial Value Standard return by the 31 March 
deadline.  These were: 

 Reminder of the 31 March deadline to all schools early in the spring term each year. 

 Final reminder to schools yet to submit (copy to COG) early March each year. 

 Issue of Pre Warning Notice beginning of  April (copy to COG) 

 Issue of Warning Notice mid April 
 
However, the authority has had time to reflect on these procedures and is now of the view that 
they are perhaps too rigid and do not emphasise how the County Council will work with schools to 
ensure they meet this statutory requirement.  
 
The Authority has also sought advice from the DfE about what steps and sanctions LAs are 
expected to put in place to ensure schools comply with the SFVS.  The DfE advice was shared 
with the Group. 
 
In light of the DfE advice and the further County Council considerations a revised sanctions 
proposal was presented for consideration.   
 
The Working Group 

a) Noted the report; 
b) Supported the revised SFVS sanctions procedures as follows: 

 SFVS requirement included on the core Governors agenda in the autumn and spring 
terms and details of the requirement will be included in the Lancashire Governor. 

 The Authority will also write to schools with a further reminder in January and March, 
copied to the Chair of Governors, and 

 Where schools purchase a SLA, Schools Financial Services finance officers and the 
School Advisory Service will also remind schools of this statutory responsibility during 
the spring term.  

 Reminder letter to schools yet to submit (copy to COG) mid April each year 

 If a school fails to submit the annual SFVS return to the Authority by 31 May the County 
Council will have no option but to issue a warning notice to the school for failure to 
comply with SFVS. 

c) Recommended that Schools Financial Services look to develop a traded service to 
complete the SFVS returns on behalf of schools for presenting to the governing 
body. 

 
 
3. DfE Consultation on the School and Early Years Finance Regulations 2013 
On 4 June, DfE announced a number of changes to the school funding system in 2014/15.  The 
Government subsequently issued a consultation on the draft School and Early Years Finance 
(England) Regulations 2013 to give effect to those changes, as well as some additional 
adjustments to the arrangements for schools and early years finance.  The consultation closed on 
11 October 2013 and a copy of the County Council response was shared with the Group. 
 
The comments made in the response cover three main areas: 

 Welcomes changes to make the £6,000 notional SEN figure mandatory in 2014/15;  
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 Asks that consideration be given to adjusting the regulations to allow equity in the High 
Needs Block for funding that can be retained centrally for service de-delegations;  

 Asks that changes to the rules around budget redetermination be considered. 
 
The Working Group noted the report. 
 
 
4. Authority to enter into lease agreements to enable schools which occupy Lancashire 

County Council owned premises to enter into agreements for Renewable Technologies 
Margaret Whitmore, Head of Estates and Kayley Riley, Office of the Chief Executive, attended the 
group for this item 
 
The County Council has previously agreed lease arrangements for the supply and installation of 
solar panels at a number of schools in Lancashire where LCC owns the buildings.   
 
Schools have reported that it has been a positive, beneficial step for the school. Solar Panels help 
schools generate renewable energy and save money on their electricity bills. It encourages 
schools to become more energy aware and helps children understand green technologies. 
 
A report is now being presented to the Leader of the County Council and the Cabinet Member for 
Children, Young People and Schools seeking approval for a set of criteria which need to be 
considered and met before approval is given for a school to enter into an agreement for the 
installation of the renewable technology on county council property.  The terms of a lease and 
agreement will be specific to each site and will be evaluated using the criteria, which aims to 
protect both the county council's interest and that of the school.   
 
If approved, the report to the Leader and Cabinet Member would authorise officers to enter into 
leases for a maximum term of 25 years for the installation and operation of renewable 
technologies on or in school buildings and land owned by the County Council. This authority to be 
granted on the basis that each lease is assessed individually, is subject to the approval of the 
County Secretary and Solicitor to the terms of the lease, and meets the criteria set out in the 
report. 
 
The criteria could also be offered as a guidance document for schools when considering these 
schemes. 
 
The report and criteria was shared with the group and members commented on the proposed 
criteria, with suggestions including: 

 Clearer definition of the costs that would be charged for services by the County Council; 

 Provision of useful contacts in the document; 

 Provision of a checklist for schools to use on key issues to consider when engaging 
independent advice. 

 
Members thanked officers for the proactive approach in producing the helpful criteria. 
 
The Working Group  

a) Noted the report; 
b) Recommended that the suggested additions to the criteria document be considered 

by the County Council. 
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5. Allocation of the Dedicated Schools Grant: Budget 2013-14. 
In July 2013, the EFA confirmed the final Dedicated Schools Grant (DSG) allocations for 2013/14. 
 
For Lancashire, the final allocation, before the removal of recoupments for academies, was 
£831.9m. 
 

Members will recall that the Schools Budget was set in January 2013 using a pre 16 DSG estimate 
of £827.269m which included forecast growth for Early Years of £1.929m. At the time no robust 
information was available for post 16 high needs DSG funding. In addition no provision made 
within the schools contingency to reflect: 

 The possibility of the DSG settlement being lower than the authorities forecast and  

 To allow for the correction of errors when ISBs were issued. 
 
The Forum agreed that the Dedicated Schools Grant Reserve would underwrite both of these.  
 
The Final settlement of £831.939m includes a DSG of £6.272m for post 16 high needs provision 
however this figure excludes the final Early Years growth which will not be notified until April 2014. 
This is currently forecast to be in the region of £1.603m.  
 
To compare like with like, we have to take the £827.263m and add the post 16 DSG of £6.272m to 
give a budgeted figure of £833.535m used to set the budget. Our DSG settlement received to date 
of £831.939m needs to have the estimated outstanding Early Years growth added to it of £1.603m 
to give a total forecast settlement of £833.542m. Assuming we receive all of this early year's 
growth, we are within £7k of our forecast.  
 
The remaining Early Years growth of £1.603m will fund any increase in the early year's entitlement 
for the remainder of the year. As early year's providers are funded on actual hours delivered, if the 
growth does not materialise then any forecast increase in early year's provision will not be funded 
and this should almost balance itself out. If this does not occur, the DSG reserve will fund any 
shortfall.  
 
The total recoupment for schools converting to academies is £77.8m in 2013/14, leaving a final 
DSG for Lancashire of £754.1m. 
 

 
Additional criteria to the DSG assurance system 
The DfE have also confirmed that will be writing to specific LAs on receipt of the 2012/13 Schools 
Budget Outturn data, to request information on how they are proposing to address the issue if an:   

  
A:    LA has overspent its Dedicated Schools Grant by 2% or more (ie it is 2% or more in 
deficit) 

  
B:    LA has underspent its Dedicated Schools Grant by 5% or more (ie it is 5% or more 
in surplus) 
  
C:    LA has 2.5% of its schools that have been in deficit of 2.5% or more for the last 4 
years and their individual deficit must have been at least £10,000 each year.  We will 
only ask LAs for more information where at least three schools in the LA meet the 
criteria  
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D:    LA has 5% of schools that have had a surplus of 15% or more for the last 5 years 
and their individual surplus must have been at least £10,000 each year.  We will only 
ask LAs for more information where at least three schools in the LA meet the criteria  

 
Members will recall that Lancashire received correspondence last year in connection with criteria 
C, but DfE later confirmed that this was sent in error, as we had not actually breached the 
threshold. 
 
We do not expect to trigger any of the Additional criteria for DSG assurance in relation to 2012/13. 
 
The Working Group: 

a) Noted the report and the information about the final DSG allocation for Lancashire 
for 2013/14; 

b) Recommended to the Forum that DSG reserve funds any shortfall in Early Years 
growth. 


