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REPORT BY LEAD STRATEGIC FINANCE MANAGER – CHILDREN’S
SCHEME FOR FINANCING SCHOOLS
	Purpose of the report
This report sets out the most recent updates to the Authority’s Scheme for Financing Schools, a comparison of key changes against the existing policy and recommendations for a consultation on the policy.

FOR DECISION


1 Introduction
1.1 The Scheme for Financing Schools (the “policy”) sets out the financial relationship between the Local Authority and the maintained schools that it funds.  It contains requirements relating to the financial management of its schools.

1.2 The updated policy in Annex B of this report is compliant with DfE guidance and the Authority’s financial regulations.
2 Policy Changes and Updates
1.3 The current Scheme for Financing Schools was last updated in June 2019 after presentation to Schools Forum and following subsequent consultation with schools.
3.1 As a result of the new guidance released by the DfE in August 2020, there are some directed revisions from the Secretary of State in relation to financial forecasts and deficit recovery.  The required changes are shown in the table below. The directed revisions will be in effect from the 2021-22 financial year.

3.2 A further two banks have been vetted by the council’s treasury function and added to the list of banks and building societies that can be used.

3.3 There is also an update to the insurance section.

	Paragraph
	Revision Type
	Scheme Updates

	2.3
	Directed revision
	Submission of financial forecasts
‘From the 2021 to 2022 funding year each school must submit a 3-year budget forecast each year, at a date determined by the local authority between 1 May and 30 June.’  For Westminster the date is 31st May (or last working day of May).  
The budget forecast will be used to confirm effective financial planning and identify schools which need to review their costs.



	4.5
	Directed revision
	‘Schools must submit a recovery plan to the local authority when their revenue deficit rises above 5% at 31 March of any year. Local authorities may set a lower threshold than 5% for the submission of a recovery plan if they wish. The 5% deficit threshold will apply when deficits are measured as at 31 March 2021.’ 

No change is proposed to the other wording of the current Scheme, as the Scheme for Financing of Schools in sections 4.5 and 4.9 ‘does not permit a school to plan for a deficit budget. Where in exceptional circumstances deficits cannot be avoided, then such deficits need to operate under licence.  This requires the school to agree a deficit recovery plan with the Authority before the first formal budget is set in the financial year of the planned deficit. ‘ 



	3.5.1
	Other update
	Accounts may only be held for the purpose of receiving cash advances payments, at the following banks:

· Halifax Bank of Scotland PLC

· Barclays Bank PLC

· Lloyds TSB PLC

· National Westminster Bank PLC

· The Royal Bank of Scotland PLC

· Nationwide Building Society

· Santander UK PLC



	10.1
	Other update
	“Instead of taking out insurance, a school may join the Secretary of State’s Risk Protection Arrangement (RPA) for risks that are covered by the RPA. Schools may do this individually when any insurance contract of which they are part expires. Primary and secondary maintained schools may also join the RPA collectively by agreeing through the schools forum to de-delegate funding.”




4 Consultation 
4.1 In accordance with the provisions within the policy (1.4 – Revision of the Scheme) and DfE guidance, “any proposed revisions to the Scheme will be the subject of consultation with the governing body and the headteacher of every school maintained by the Authority, before they are submitted to the schools forum for their approval”.
4.2 To comply with this requirement, Schools Forum is asked to note the updated provision and provide consent for the policy to be circulated to all maintained schools for consultation.
4.3 Schools Forum is asked to agree to the policy being placed on the agenda for the next Schools Forum meeting to enable consultation responses to be reviewed and formally approved.

5 Recommendations
5.1 Schools Forum is asked to:

· note the updated provisions in the policy;
· review and approve the policies to be consulted on with all maintained schools (in line with provision 1.4 of the policy); 

· agree to the policies being placed on the agenda for the next Schools Forum meeting so that consultation responses can be reviewed, and the final policy approved.
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Background Papers
Department for Education: Statutory guidance for local authorities on Schemes for Financing Schools:

https://www.gov.uk/government/publications/schemes-for-financing-schools
Annexes
· Annex A – Scheme for Financing Schools (Current – June 19)
· Annex B – Scheme for Financing Schools (Proposed – October 20)
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