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Summary
This report sets out the updated position on the schools budget for 2022/23.
2022/23 School’s Budget
The following table sets out the position on the schools budget as of 31 August 2022:
	Block
	Current budget
	Forecast outturn
	Forecast variance

	
	£000
	£000
	£000
	%

	Early Years
	85,563
	83,179
	(2,384)
	(2.8)

	Schools
	659,575
	659,090
	(485)
	0.1

	High Needs*
	164,574
	197,712
	33,138
	20.1

	Central School Services
	8,080
	7,255
	(825)
	(10.2)

	Dedicated Schools Grant
	917,792
	947,236
	29,444
	3.2

	Other school grants
	84,195
	84,195
	0
	0.0

	Total Schools Budget
	1,001,987
	1,031,431
	29,444
	2.9


* The High Needs allocation is currently under review in relation to the import/ export adjustment.

The forecast position on the DSG deficit reserve as at the end of 2022/23 is:
	
	
	
	£000

	Balance brought forward from 2021/22
	
	
	(60,022)

	2022/23 overspend
	
	
	(29,444)

	DSG reserve as at 31.03.23
	
	(89,466)


The DSG Deficit Management Plan continues to be monitored and updated as progress is made. An update on the forecast financial position for future years will be provided at the next meeting.
2022/23 Budget Variances
The most significant budget variances are discussed below. A detailed breakdown of the 2022/23 figures is provided in appendix 1.
Early Years
The overall position on the Early Years Block is an underspend of £2.4m.  This is mostly made up of an underspend on the 3&4 year old universal free entitlement of £2.6m partly offset by an overspend of £190,000 on the SEN Inclusion Fund and an overspend of £80,000 on the early years pupil premium budget.
The underspend on the 3&4 year old universal free entitlement budget is mostly due to a forecast reduction in the 3&4 year old population as per the small area population forecasts (SAPF) and how this impacts forecast termly claims for the remainder of the financial year. The provisional Early Years Block calculation for 2022/23 is currently based on the January 2022 census where claims would have been at its highest point for the year taking into consideration the forecast reduction in population. The underspend also includes a contingency of £1.2m which is set aside to help manage risks around forecast take-up, particularly in funding children that may not have been included in provider census’s.
As the market recovers from the impact of COVID, take up of free entitlement also continues to be affected by changes in the demand and issues within the sector regarding recruitment and retention of appropriate qualified and unqualified staff, leading to some providers reducing places according to staff on duty.
As expected the provisional Early Years Block allocation for 2022/23 will again be updated in July 2023 following the January 2023 census. Although too early to forecast ahead at this stage a reduction in DSG is likely due to the 3&4 year old population reducing and the impact this will have on claims. Further detail will be provided at the January 2023 Schools Forum.
The pressure on the SEN Inclusion Fund is due to an increase in the number of children meeting the criteria for funding. The number of children claiming in summer term 2022 increased by 35% (107 children) from summer term 2021. A similar level of growth is forecast for both the autumn 2022 and spring 2023 terms.
The overspend on early years pupil premium is as a result of more parents informing providers of their eligibility to EYPP to enable access to the Holidays Food Program. There has been a sharp increase in children claiming since Spring 2021. Summer 2022 showed a 17% (417 children) increase from summer 2021 with increases for spring 2022 at 31% (551 children) and autumn 2021 at 41% (489 children) from the previous corresponding terms. DSG funding has increased with an additional £192,000 received in 2021/22 and an additional £132,000 in 2022/23 following the January 2022 census however funding is lagged so the pressure on this budget may reduce following the January 2023 census to reflect the increase in eligible children claiming.
Schools Block
The schools budget in table 2.1 includes the national non-domestic rates (NNDR) allocation of £14m which will differ from published DfE allocations which deduct this element overall. As the NNDR process is new for 2022/23 where billing authorities are paid directly by the ESFA, we are still awaiting further guidance on how to treat NNDR in the LA accounts. 
The overall position on the Schools Block is an underspend of £485,000.
[bookmark: _Int_GQdCqAhL]The majority of this underspend (£341,000) relates to redundancy and premature retirement due to a forecast reduction in the number of redundancy cases as a result of fewer schools facing immediate financial difficulties. There is also a small underspend on staff supply cover.
There is an underspend on the growth fund of £65,000 due to spend being less than the amount allocated through the DfE’s national funding formula. Whilst there is an overall underspend, there is a pressure of £410,000 on temporary classrooms relating to removal and relocation of temporary classrooms from one school to another.
High Needs
The High Needs budget in table 2.1 shows the value after Academy schools recoupment (£11.6m) but before the confirmed final allocation for 2022/23 as we await confirmation of the value being reallocated due to the import/ export arrangement.
The forecasts for the High Needs Block have been updated based on summer term actuals and updated information about SEN growth.
Despite significant additional funding a pressure of £33.1m is expected in 2022/23 due to continued growth in EHCPs and complexity of need. The forecast included in the DSG Management Plan, presented at the last meeting, was based on previous growth trends and the SEN growth demand model. Data for the summer term suggests that EHCP growth will be higher and therefore the forecasts have been amended where the data is available.  
As at quarter 1, there were 13,916 EHCPs being maintained, which is an increase of 23% in a year (compared to 18% the previous year). The investment in the SEN service has resulted in increased productivity, increasing the rate of plans being issued, which is a contributing factor to this increase in growth.
The £6m supplementary grant has been split across top up budgets with the exception of £2.2m which was budgeted against SEN contingency created to support long term system improvement.  The forecast currently reflects an underspend and will offset emerging pressures across the High Needs Block however an element of this funding continues to be earmarked for Sector Led Improvement work. This work has been scoped and is now in implementation phase with a planned spend of £440k over 2 financial years.
The most significant pressures are:
Independent Provisions – overspend of £22m
The overall pressure on this budget is made up on an overspend of £20.2m for Independent and Non-Maintained Special Schools (INMSS) and an overspend of £1.8m for Specialist Post-16 Institutions (SPI).
For both INMSS and SPI, there continues to be a significant pressure despite growth of £3.3m being allocated to the budget for 2022/23. 
For INMSS, the forecast represents an increase of £11.2m (26.6%) from the 2021/22 financial year outturn. This is comparable to an increase of £9.4m (28.8%) from 2020/21 to 2021/22 and £7.3m (28.9%) from 2019/20 to 2020/21.
Full time equivalent SEN-only funded placements are forecast to increase by 24% (134 placements) in financial year 2022/23 with a 3% (£1,868) increase in unit cost. Joint funded placements have historically remained fairly stable; therefore, forecasts are showing a similar level of placements to financial year 2021/22, however an increase in unit cost of 24% (£28,220) has been applied. The significant increase in unit cost is attributed to the revised joint funding splits from 2021/22 academic year as part of the SP23 savings workstream.
There is a forecast increase for Specialist Post-16 Institutions of £1.1m (18.6%) compared to last financial year in addition to the £1.2m (26.6%) increase from 2020/21. Full time equivalent SEN only placements are forecast to increase by 6% (3 placements) in academic year 2022/23 with a 4% (£3,656) increase in unit cost. Joint funded placements are forecast to increase by 18% (4 placements) to financial year 2021/22, with a forecast increase in unit cost of 31% (£21,782).
Top-up funding – overspend of £13.5m
There continues to be a significant pressure on the top-up funding budgets because of increased demand and complexity of need.
· Special schools top-up funding – overspend of £1.0m: the forecast pressure represents a continued increase in demand for special school places. The forecast includes known increases for academic year 2022/23 and other FTE growth following trends in recent years.  Overall, the anticipated FTE in special schools this financial year is currently 3,315, compared to 3,143 in 2021/22 (+5.5%). Average top-up funding values have also increased, with a continuation of the trend of proportionately fewer pupils funded at step 4 and more on steps 5 and 6, as well as the inflationary uplift of top-up rates.
· Resourced provisions top-up funding – overspend of £129,000: this overspend also represents a continued increase in demand for places. The forecast includes over-occupancy funding for 35 places where some resourced provisions are expected to exceed their agreed place numbers.
· Mainstream schools top-up funding – overspend of £7.5m: there has been a significant increase in mainstream school top-up funding, with an increase of £4.9m compared to the 2021/22 outturn. The average number of EHCPs in mainstream provision for 2022/23 is forecast to be around 3,200 in the primary phase (+39% from 2021/22) and 2,000 in secondary (+50%). However, the forecast average cost of maintaining each EHCP is now around £5,000 in primary (-13% from 2021/22) and £4,200 in secondary (-10%).
· Discretionary payments – overspend of £4.4m: the primary purpose of this budget is to put bespoke packages in place for pupils in their mainstream or special school environment and to avoid escalation resulting in the need to place them in either a special school, where places are limited, or a more expensive independent special or non-maintained school. The overall increase in the number of pupils with an EHCP has resulted in the need for more calls from this budget.  The demand led nature of the budget makes it very difficult to forecast accurately. The previous quarter 1 forecast reflected the exponential growth in demand from this budget over six years, with an average year on year growth of 42% across primary, secondary and special schools in the last three years. More recent modelling suggests that the previous forecast disclosed in the DSG Management Plan should be maintained for now.
Central School Services Block
There is a forecast underspend of £825,000 on the Central School Services Block. The majority of the underspend (£815,000) is because the local authority has identified alternative funding to replace the DSG contribution to the combined budgets for Family Support Service (£522,000) and NEETs (£293,000) while maintaining the same level of service. With this change, the only residual funding for historic commitments is for pension commitments from past termination of employment. 

Recommendations
It is recommended that Schools Forum notes update on the 2022/23 budget.
Appendix 1 – Schools budget position as at 31 August 2022
	 
	Annual
Budget 22/23
	Outturn
Forecast 22/23
	Outturn
Forecast
Variance
	Outturn Forecast Variance

	 
	* 1,000 £
	* 1,000 £
	* 1,000 £
	%

	Early Years ISB
	527
	527
	(0)
	(0.0)

	Two Year Olds Free Entitlement Funding
	5,998
	5,998
	(0)
	(0.0)

	3&4 Year Olds Universal Entitlement 15h
	50,054
	47,454
	(2,600)
	(5.2)

	3&4 Year Olds Additional Entitlement 30h
	22,704
	22,704
	(0)
	(0.0)

	Other 3&4 Year Olds Funding
	2,274
	2,544
	270
	11.9

	Three to Four Year Olds Free Entitlement
	75,032
	72,702
	(2,330)
	(3.1)

	Early Years Central Expenditure
	4,006
	3,952
	(54)
	(1.3)

	Early Years
	85,563
	83,179
	(2,384)
	(2.8)

	Schools Budget Shares
	649,313
	649,313
	 
	 

	Staff Supply Cover (Not Sickness)
	480
	418
	(62)
	(12.9)

	Ethnic Minority and Traveller Achievement
	1,258
	1,224
	(34)
	(2.7)

	Schools Contingency
	268
	268
	 
	 

	Licences and Subscriptions
	165
	184
	19
	11.5

	Schools Dedelegated
	2,171
	2,094
	(77)
	(3.5)

	Schools Central
	4,091
	4,026
	(65)
	(1.6)

	Central Provision funded by Maint School
	4,000
	3,657
	(343)
	(8.6)

	Schools Block
	659,575
	659,090
	(485)
	(0.1)

	Special Place Funding
	29,139
	29,139
	 
	 

	Education Centres Place Funding
	5,387
	5,387
	 
	 

	Resourced Provision Place Funding
	3,346
	3,346
	 
	 

	High Needs in Early Years Provision
	1,585
	1,585
	(0)
	(0.0)

	High Needs Block Budget Shares
	39,457
	39,457
	(0)
	(0.0)

	Special School top-up
	24,400
	25,423
	1,023
	4.2

	Resourced Provision top-up
	3,395
	3,524
	129
	3.8

	Education Centre top-up
	2,500
	2,530
	30
	1.2

	Mainstream School top-up
	17,500
	25,022
	7,522
	43.0

	Post-16 top-up
	9,700
	9,549
	(151)
	(1.6)

	Pupils in OLA Schools top-up
	4,450
	4,757
	307
	6.9

	Discretionary Payments
	11,000
	15,360
	4,360
	39.6

	Other SEN (Direct payments etc.)
	1,665
	1,904
	239
	14.4

	Maintained
	74,610
	88,069
	13,459
	18.0

	Independent Provision
	38,058
	60,058
	22,000
	57.8

	High Needs Top-Up Funding
	112,668
	148,127
	35,459
	31.5

	 SEN Contingency
	2,203
	0
	(2,203)
	(100.0)

	SEN Support Services
	7,639
	5,631
	(2,008)
	(26.3)

	High Needs Support for Inclusion
	3,072
	2,879
	(193)
	(6.3)

	Hospital Education Service
	1,645
	1,526
	(119)
	(7.3)

	Central Provision funded by Maint School
	93
	93
	0
	0.0

	High Needs
	164,574
	197,712
	33,138
	20.1

	Combined budgets - FSS & NEETS
	815
	 
	(815)
	(100.0)

	Termination of Employment Costs
	658
	658
	(0)
	(0.0)

	Historic Commitments
	1,473
	658
	(815)
	(55.3)

	Copyright
	961
	961
	0
	0.0

	Admissions
	1,202
	1,189
	(13)
	(1.1)

	Servicing of Schools Forum
	39
	39
	 
	 

	Fees to Independent Schools without SEN
	400
	385
	(15)
	(3.7)

	Education welfare service
	1,470
	1,488
	18
	1.2

	Asset management
	924
	924
	0
	0.0

	Statutory/ Regulatory duties
	1,122
	1,122
	 
	 

	Centrally Employed Teachers Pensions
	489
	489
	 
	 

	Central Provision within Schools Budget
	6,607
	6,597
	(10)
	(0.2)

	Central School Services
	8,080
	7,255
	(825)
	(10.2)

	Music Grant
	1,723
	1,723
	(0)
	(0.0)

	Pupil Premium
	37,262
	37,262
	0
	0.0

	Other Schools Grants
	45,210
	45,210
	(0)
	(0.0)

	Schools Grants
	84,195
	84,195
	0
	0.0
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