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Process for Managing Deficits Budget Applications

This paper summarises the process to be followed where schools forecast that they are unable to balance their budget and project a deficit.

Identifying deficits

The process will be applied in any of the following situations:

· The school forecasts a year end overspending on its “Start Budget” (submitted by 15 May each year),

· The school projects a year end overspending on any of its Quarterly Financial Monitoring Returns,

· The school notifies the local authority that it will not be able to keep within an existing approved deficit repayment plan,

· If, at the financial year end, the school exceeds its deficit repayment plan or is in deficit with no plan,

· If for any other reason the school notifies School Funding Team (SFT) that it will overspend in total.

First Stage in the process

The first stage in the process will be a visit from SFT to the school to discuss with the headteacher and a member of the Governing Body (preferably the Chair of Governors or Chair of Finance Committee) whether the school can take remedial action to rectify the position and bring the budget back into balance before the year end, and therefore not require a formal deficit application. 

If such remedial action can be taken by the school, this will be confirmed in writing to the Head with a copy sent to the Assistant Director Education/School Improvement. The letter will state that if the school is unable to keep to this revised budget then SFT must be contacted immediately.

Formal application for deficit   

If the school is predicting that it will not able to take action to balance its budget at the financial year end then it will be required to formally apply for deficit approval and an agreed repayment plan. The formal application will be made on the deficit application form (see attached). Where a school is using the HCSS software, it will be asked to provide the HCSS CFR report and pupil number schedule instead of those two elements of the application form.    

Wherever possible schools will be expected to identify their own deficit repayment plans. However where the school is unable to do this, the local authority will provide support and challenge to the school in formulating a plan in order to optimise its financial resources in the delivery of educational objectives. 

In all cases application forms will be:

· Checked by SFT to ensure that the costings are correct,

· Sent to the Intervention and Challenge Team to comment on the educational impact of the proposals,

· Checked by Pupil Access to confirm the validity of the school’s pupil number projections,

· Sent to Human Resources (HR) in all cases where staffing reductions are being proposed,

· (where applicable) sent to any other relevant local authority staff.

Where the school is unable to identify a repayment plan then: 

· a pre-meeting will be held comprising SFT, the Intervention and Challenge Team, HR and any other relevant local authority staff to agree the “support and challenge” necessary for the school,

· a subsequent meeting will then be held with the school where the local authority’s collective intelligence will be used to agree the action the school needs to take. This meeting must include the headteacher and either Chair of Governors or Chair of Finance. 

In order to support schools, the local authority will also provide a list of contact headteacher names of schools which have formulated successful strategies for repaying their deficits. 

Timescale for dealing with deficits

The timescale for identifying and agreeing repayment plans for schools in deficit will normally be 2 months.  

Approval of deficits

Repayment plans which then comply with the requirements of the Scheme for Financing Schools will then be:

· Submitted to the School Financial Performance Group for its approval,

· Formally agreed with the Councils’ Director of Finance,

· Reported to each meeting of the Finance Strategy Group in summary form

Agreed Repayment Plans will be confirmed with the school in writing. This confirmation will:

· Set out the school’s responsibility for repaying the deficit,

· Confirm the period of repayment and amount by which the school is allowed to overspend at the end of each financial year,

· Require the school to report immediately to SFT if it is not adhering to its repayment plan.

Intervention   

The local authority will consider using its powers of intervention, including the removal of financial delegation, in situations where:

· The school has failed to identify its own repayment strategy and is unwilling to take the action recommended by the local authority, to reduce its expenditure,

· Fails to adhere to an agreed existing repayment plan and does not produce an acceptable revised plan,

· Fails to adequately engage in the process outlined above.

Monitoring of deficits

As set out in the (proposed) scheme for “Differentiated levels of financial monitoring and support to schools”, any school with a deficit (whether already approved, or in the process of obtaining approval) will be visited each term by a member of SFT to go through their latest monitoring reports to ensure that repayment plans are adhered to.
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