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Executive Summary  
 

On 19 May 2015, the Chairman's Working Group considered a number of reports 
around Schools in Financial Difficulty and the Schools Budget Implications of School 
Closures/Reorganisations, including: 
 

 PFI Costs 

 Structural Deficits  

 Schools in Financial Difficulty Reserve 

 Schools Requiring Special Support Criteria 

 Growth Fund  
 
A summary of the key issues and recommendations arising from the Working Group's 
considerations of the items are provided in this report. 
 
 
Recommendations 
 
The Forum is asked to: 
 

a) Note the report from the Chairman's Working Group held on 19 May 2015; 
b) Ratify the Working Group's recommendations. 

 
  



Background 
On 19 May 2015, the Chairman's Working Group considered a number of reports 
around Schools in Financial Difficulty and the Schools Budget Implications of School 
Closures/Reorganisations.  A summary of the key issues and recommendations 
arising from the Working Group's considerations are provided in this report. 
 
 
1. PFI Costs 

At the meeting on 16 March 2015, a response was provided to Forum correspondence 
about refinancing schools PFI contracts in an attempt to reduce the annual affordability 
gap.  The response indicated that it was not possible to renegotiate the contract at the 
current time, but officers agreed to keep the situation under review.   
 
The Chairman's Group remained concerned about the ongoing financial commitment 
from the Schools Budget.  Members requested a further report to explore all possible 
options to reduce the Schools Budget PFI liabilities. 
 
The Working Group: 

a) Noted the report; 
b) Requested a further detailed report exploring all possible options to 

reduce the Schools Budget PFI liabilities. 
 

 
2. Structural Deficits  

Where a maintained school becomes a Sponsored Academy under formal brokered 
sponsorship arrangements the DfE expects any deficit to remain with the LA's Schools 
Budget.   Similarly, where a maintained school closes in a deficit position, the deficit 
must be met from the Schools Budget. 
 
The Forum have established a Structural Deficits reserve to mitigate this risk. A report 
was presented which set out that the level of the reserve was £4.2m at 31 March 2014, 
but the current estimate of the risk exposure was in the order of £5m.   
 
This estimate of risk included a proposal to charge staff termination costs at closing 
schools to the individual school's budget, which would then be picked up by the 
structural deficits reserve if a school closed in deficit. 
 
This would protect the Schools in Financial Difficulty De-delegation, (which from 
2015/16 incorporates termination of employment costs), from undue volatility.  
 
In order to raise the level of reserve towards the estimated risk, it was also proposed 
that any unallocated clawback funds be added to this reserve each year. 
 
The Working Group: 

a) Noted the report; 
b) Support the strategy of charging the termination of employment costs to 

closing schools budgets' so that any shortfall in funding can be met from 
the structural deficits pot; 

c) Support the earmarking of unallocated clawback funding to the structural 
deficits pot each year; 



d) Requested a further report analysing the current risk against the 
structural deficits reserve and possible ways to reduce the exposure; 

e) Requested annual reports on the financial position against the structural 
deficits reserve. 

 
 

3. Schools in Financial Difficulty De-delegation 
Since 2013/14 ongoing Schools in Financial Difficulty (SIFD) support has to be funded 
from a de-delegation, which must be approved annually by the Forum, following a 
consultation with primary and secondary schools.  The funding must be accounted for 
each year, with over or underspends carrying forward into the next years de-
delegation.   
 
Nursery Schools, Special Schools and PRUs also agreed group buy-backs of SIFD 
provision, to enable equitable support to be available across all school sectors in 
Lancashire.   
 
For 2015/16, the SIFD de-delegation proposals extended the provision to cover some 
Termination of Employment costs (formerly Premature Retirement Costs).  
 
A report was presented that set out the financial position against the SIFD budgets.  It 
was noted that the budget had been fully spent in 2014/15.  The 2015/16 budget was 
forecast to be under considerable strain, not least because of the cash flat units of 
funding in the Dedicated Schools Grant allocations and the significant cost pressures 
facing schools. 
 
The Working Group noted the report. 
 
 
4. Schools Requiring Special Support Criteria 

The Authority is proposing to amend the criteria used to calculate allocations from the 
SIFD fund.  This is to reflect the projected pressure on the SIFD budget and the need 
to increase the contribution individual schools make to their support, whilst recognising 
this is where they are financially able to do so.  This revised criteria has been 
supported by the School Improvement Challenge Board (SICB) that oversee all 
Schools Requiring Special Support arrangements in the LA. 
 
The Working Group acknowledged the likely pressure on the SIFD budget in 2015/16 
and supported the revised criteria for calculating the level of support from the SIFD 
budget and by individual schools. The Schools in Financial Difficulty (SIFD) criteria 
and associated Termination of Employment costs criteria are set out at Appendix A.   
 
Members requested that a worked example be produced to aid understanding of the 
criteria.  Worked examples are provided at Appendix B. 
 
The paper also noted that the SIFD Agreed Operational Framework was amended 
from September 2014 to incorporate support: 

 To meet the costs of a schools contribution to continue its School Crossing 
Patrols at an appropriate level. 

 



This amendment was in response to proposals from the County Council to ask schools 
to make a financial contribution to the costs of school crossing patrols.  However, this 
proposal was removed and LCC is meeting the full costs of school crossing patrols, 
for 2015/16 at least. It was therefore suggested that this crossing patrol support is 
removed. 
 
The Working Group; 

a) Noted the report; 
b) Supported the revised criteria for calculating the level of support from the 

SIFD budget and the associated Termination of Employment costs, as set 
out at Appendix A; 

c) Requested a worked example of the revised criteria to aid understanding 
(An example is attached at Appendix B);    

d) Recommended the removal of support to make a financial contribution to 
the costs of school crossing patrols from the SIFD Agreed Operational 
Framework in 2015/16, as LCC is meeting the full costs of school crossing 
patrols; 

e) Requested an update on school crossing patrol proposals for 2016/17 
onwards, so that consideration could be given to possible future support. 

 
 
5. Growth Fund  

Investigations had been taking place around what flexibility existed to try and support 
neighbouring schools where there is large pupil displacement during school closure 
consultation processes. 
 
Specific issues had arisen due to the phased nature of the closure proposals for a 
secondary school in West Lancashire.  These related to requirements in the 
Regulations to fund schools on the October census prior to the financial year, 
restrictions around redetermining school budgets in year, inability to 'double-fund' 
pupils and overall costs implications if whole years groups are being displaced. 
 
However, further investigation had revealed that it may be possible make a request to 
the Secretary of State to disapply the regulations and redetermine the budget of the 
closing school by varying the pupil numbers.  EFA have confirmed that a request is 
possible but they are not yet in a position with new Ministers to consider any requests, 
but will let authorities know when we are able to do so. 
 
A draft disapplication request to the Secretary of State is attached at Appendix C, for 
consideration by Forum.  If successful, this would provide additional funding to support 
pupils displaced by the phased closure process at their new schools from the Growth 
Fund. 
 
The Working Group: 

a) Noted the report; 
b) Supported the submission of a disapplication request to the Secretary of 

State to redetermine the budget of the closing school from September 
2015. 
 

The Forum is asked to support the disapplication request at Appendix C. 


