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Summary
This report sets out the final outturn position of the 2022/23 school’s budget, which is an overspend of £26.1m.
2022/23 school’s budget
The final position is an overspend of £26.1m, summarised as follows:
	Block
	Current budget
	Actual outturn
	Variance

	
	£000
	£000
	£000
	%

	Early Years
	84,776
	83,099
	(1,677)
	(2.0)

	Schools
	645,333
	643,544
	(1,789)
	(0.3)

	High Needs
	164,757
	195,177
	30,420
	18.5

	Central School Services
	8,080
	7,253
	(827)
	10.2

	Dedicated Schools Grant
	902,946
	929,073
	26,127
	2.9

	Other school grants
	91,733
	91,733
	-
	-

	Total Schools Budget
	994,679
	1,020,806
	26,127
	2.6


The budget has been updated for the following changes to the Dedicated Schools Grant (DSG) allocations:
· The Early Years Block DSG allocation has been updated to reflect the estimated adjustment for the January 2023 census, which is a reduction of £787,000. 
· The Schools Block budget has been reduced by £14.2m, £13,958,000 in relation to Business Rates allocation which was anticipated and £257,000 in respect of a school that converted to academy.
The forecast position on the DSG deficit reserve at the end of 2022/23 is £86m:
	
	
	
	£000

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

	2022/23 overspend
	
	
	(26,127)

	DSG reserve as at 31.03.23
	
	(86,149)



The local authority continues to take action to try and address the deficit as set out in the DSG Management Plan. A full update of the plan is shared with Schools Forum in July each year with interim High Needs updates shared periodically throughout the year to inform members of progress or discuss new proposed strategies.
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.
The final position is £7.2m lower than the forecast position reported to Schools Forum in January. The final High Needs position has decreased due to a greater number of provisions being ceased or stepped down than forecast.  The underspend on Schools Block is greater than forecast due to growth fund, however the underspend on the Early Years Block is less than forecast. 
Early Years Block
Based on the January 2023 census submitted to the DfE, an overall reduction of £787,000 is expected to the 2022/23 DSG allocation. The 2022/23 budget has been adjusted to reflect the reduction, however this will not be confirmed by the DfE until summer 2023.
The overall underspend of £1.7m mostly relates to the three and four year old universal and extended free entitlements. A contingency of £1.5m was set aside to help manage risks around forecast take-up, particularly in funding children that may not have been included in provider census’. For 2022/23, £1.3m remained unspent from this contingency which can be attributed to a reducing three and four year old population as forecast by the small area population forecasts (SAPF).
The three and four year old SEN inclusion fund resulted in an overspend of £145,000 for 2022/23. There has been significant growth in eligible children claiming since 2020/21, therefore this overspend was expected. Claims increased by 48% (55,000 hours) in 2021/22 from 2020/21, and a further 29% (49,000 hours) in 2022/23 from 2021/22. The budget for 2023/24 has been increased by 21% (£247,000) to accommodate continued forecast growth.
The overall position on the central early years budget is an underspend of £597,000. The underspend is mostly a result of a reduction in commitments against the central contingency (£432,000 underspend). There have been a lower number of providers submitting requests for sustainability grants than in the last two years. 
The underspend on Services for Young Children Inclusion (£64,000) and Early Years District Advisory Teachers (£101,000) is in relation to vacancies, a reduction in travel related expenditure and increased income from sold services.
Schools Block
There is an underspend of 0.3% (£1.8m) on the Schools Block, which is mostly due to an underspend on the growth fund and central provision funded by maintained schools (see paragraphs 3.21 to 3.23).
There is a continued underspend on the growth fund due to spend being less than the amount allocated through the DfE’s national funding formula. As the population growth moves from primary to secondary, there is a reducing number of primary schools eligible for growing schools funding (6 less in 2022/23 compared to 2021/22), but an increase in eligible secondary schools of one.
Although there has been an increase in temporary classroom spend this year compared to 2021/22, the final position in respect of temporary classrooms is an underspend of £200,000. This is a significant reduction of £680,000 compared with the forecast previously reported. This was as a result of greater use of capital funding to support the programme through the capitalisation of revenue costs.
High Needs Block
The final position on the High Needs Block is an overspend of £30.4m (18.5%). This represents an increase in expenditure in 2022/23 of £26.1m (17%) from the prior year, continuing the trend growth in expenditure experienced in previous years (2021/22 £17.8m/ 13%).  However, the growth is lower than forecast and future projections have been adjusted and are being monitored closely in relation to our savings programmes.
Quarterly monitoring shows that the number of education, health and care plans (EHCPs) continues to increase. At the 31 March 2023, the County Council was maintaining 14,946 EHCPs, which is 14% more than at the end of March 2022. 
There continues to be a significant pressure on the independent provisions of £22.9m, with spend increasing by £13.1m compared to the 2021/22 outturn, continuing the trend of recent years of significant growth. The following table shows how the number and cost of placements has changed since financial year 2021/22:
	 
	No. of full-time equivalent placements
	% change from 2021/22
	Average cost per placement
	% change from 2021/22

	INMSS – SEN only
	758
	34.6%
	     £65,834
	0.2%

	INMSS – Joint Funded
	41
	2.5%
	£141,882 
	19.8%

	SPI – SEN only
	88
	104.7%
	 £56,885 
	(38.1%)

	SPI – Joint Funded
	25
	8.7%
	 £70,492 
	1.9%



There has been a continued increase in demand for independent places, as due to the significant rise in EHCP’s and increasing complexity of need, it has not possible to accommodate all pupils with an EHCP in a maintained school placement. 
The average cost of SEN SPI placements has reduced following significant growth in the number of lower cost SPI places.
The other main pressure relates to the top-up funding budgets, with an overall pressure on maintained top-up funding of £10.0m. Not all budgets within this group are showing a pressure, however, and the most significant variances are:
· Special School top-up:  Following a significant pressure showing on this budget in 2021/22, a £4.04m increase was allocated in 2022/23.  The outturn position shows a small underspend on the expected growth, however, there remains a significant amount of over-occupancy funding (£1.05m) and a continuation of the year on year increases to average unit costs. 
· Education Centre top-up: Spend has decreased by 8% compared to the 2021/22 outturn, which is due to a reduction in overall attendance.
· Mainstream School top-up: Spend has increased by 24% compared to the 2021/22 outturn, which is due to a significant increase in EHCPs (29% in primary and 41% in secondary since 2021/22), partly offset by a reduction in the average top-up per pupil (8% in primary and 4% in secondary since 2021/22).
· Post-16 top-up (FE Colleges): The forecast continuation of growth experienced in previous years did not emerge in 2022/23 with overall numbers of students attracting top-up funding falling by 1.5% to 1,130 and the average top-up rate falling by 5%. Funding costs relating to the employability and independence hubs were also lower than expected due to lower pupil numbers for the former and delayed development costs for the latter. 
· Pupils in OLA Schools top-up: There has been a 21% increase in costs since 2021/22 which is due to an increase in pupils (386 in March 2023 compared with 347 in March 2022) and an increase in the average top up rate to around £12,900, where previously this was £12,700.
· Discretionary Payments: The increase in pupils with an EHCP has resulted in more calls from this budget. Overall spend has increased by 13% compared to the 2021/22 outturn, with increases across all phases except special schools, which has shown a decrease of 8%.
· Other SEN: This overspend is due to an increase in pupils accessing direct payments; spend on direct payments has increased by 42% compared to last year.
Other material variances within the High Needs Block include:
· [bookmark: _Hlk25237662][bookmark: OLE_LINK6][bookmark: OLE_LINK7]High needs support for inclusion: there is an underspend on the Primary Behaviour Support Service of £218,000 due to staff vacancies from recruitment challenges, lower travel and supplies and services costs. There are also variances in Money Following Excluded Pupils (£114,000 income higher than budget); and the Hampshire Achieves Future You service (£43,000 net underspend, from increased income-generating activity).
· Hospital Education Service: There have been fewer young people in independent hospital education this year, resulting in an underspend of £177,000 (44%), although the number increased towards the end of the year. The Secure and Specialist Education service (formerly Hampshire Achieves) had an underspend of £59,000 (5%) for the NHS mental health hospital teams, principally in non-pay expenditure including IT. 
Central School Services Block
The final position on the block is an underspend of £827,000 (10.2%).
The majority of the underspend (£615,000) 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 (£93,000) while maintaining the same level of service.
Other underspends in the block include:
· Admissions (£78,000) due to allocation of temporary Ukraine funding to reflect the significant work pressure on the team. 
· Fees to independent schools for pupils without SEN (£70,000), where placements formerly funded from this budget have been reviewed and appropriate costs have now been charged to the High Needs Block. 
· Education Welfare (£68,000) from vacancies in child employment and EHE visitor roles due to recruitment challenges.
Central provision funded by maintained school budgets
The overall underspend of £698,000 on the central provision funded by maintained schools has been apportioned to the Schools Block and High Needs Block based on the contributions from the schools funded from these blocks. This has resulted in an underspend of £686,000 being allocated to the Schools Block and £12,000 to the High Needs Block.
The majority relates to an underspend of £517,000 on the redundancy and premature retirement costs budget, due to a reduction in the number of redundancy cases.  It is acknowledged that there may be a range of drivers influencing this reduction with staff recruitment and retention challenges along with school growth forming part of the picture.
There is £180k underspend on a variety of Statutory and Regulatory duties in relation to changes in demand and staff vacancies.
Recommendations
It is recommended that Schools Forum notes the forecast outturn for 2022/23.
Appendix 1 – Schools budget position as at 31 March 2023
	Budget Heading
	Annual
Budget
	Actuals 
YTD
	YE Variance

	
	£'000
	£'000
	£'000
	%

	Early Years ISB
	527
	527
	(0)
	(0.0)

	Two Year Olds Free Entitlement Funding
	6,045
	6,102
	57
	0.9

	3&4 Year Olds Universal Entitlement 15h
	48,878
	47,492
	(1,386)
	(2.8)

	3&4 Year Olds Additional Entitlement 30h
	23,126
	23,182
	56
	0.2

	Other 3&4 Year Olds Funding
	2,231
	2,424
	193
	8.7

	Three to Four Year Olds Free Entitlement
	74,235
	73,098
	(1,137)
	(1.5)

	Early Years Central Expenditure
	3,969
	3,372
	(597)
	(15.0)

	Early Years Obsolete
	 
	 
	 
	X

	Early Years
	84,776
	83,099
	(1,677)
	(2.0)

	Schools Budget Shares
	635,100
	634,918
	(182)
	(0.0)

	Staff Supply Cover (Not Sickness)
	480
	511
	31
	6.5

	Ethnic Minority and Traveller Achievement
	1,258
	1,241
	(17)
	(1.3)

	Schools Contingency
	268
	192
	(76)
	(28.3)

	Licences and Subscriptions
	165
	179
	14
	8.5

	Schools Dedelegated
	2,171
	2,124
	(47)
	(2.2)

	Schools Central
	4,063
	3,190
	(873)
	(21.5)

	Central Provision funded by Maint School
	3,998
	3,312
	(686)
	(17.2)

	Schools Block
	645,332
	643,544
	(1,788)
	(0.3)

	Special Place Funding
	29,139
	29,139
	(0)
	(0.0)

	Education Centres Place Funding
	5,387
	5,387
	0
	0.0

	Resourced Provision Place Funding
	3,346
	3,346
	0
	0.0

	High Needs in Early Years Provision
	1,585
	1,603
	18
	1.2

	High Needs Block Budget Shares
	39,457
	39,476
	19
	0.0

	Special School top-up
	24,400
	23,878
	(522)
	(2.1)

	Resourced Provision top-up
	3,395
	3,341
	(54)
	(1.6)

	Education Centre top-up
	2,500
	2,263
	(237)
	(9.5)

	Mainstream School top-up
	17,500
	24,900
	7,400
	42.3

	Post-16 top-up
	9,700
	7,388
	(2,312)
	(23.8)

	Pupils in OLA Schools top-up
	4,450
	5,296
	846
	19.0

	Discretionary Payments
	11,000
	15,153
	4,153
	37.8

	Other SEN (Direct payments etc.)
	1,665
	2,389
	724
	43.5

	Maintained
	74,610
	84,609
	9,999
	13.4

	Independent Provision
	38,058
	60,939
	22,881
	60.1

	High Needs Top-Up Funding
	112,668
	145,548
	32,880
	29.2

	SEN Support Services
	7,822
	5,949
	(1,873)
	(23.9)

	High Needs Support for Inclusion
	3,072
	2,715
	(357)
	(11.6)

	Hospital Education Service
	1,645
	1,408
	(237)
	(14.4)

	Central Provision funded by Maint School
	93
	81
	(12)
	(13.3)

	High Needs
	164,757
	195,177
	30,420
	18.5

	Combined budgets - FSS & NEETS
	815
	200
	(615)
	(75.5)

	Central Management
	 
	 
	 
	X

	Headteachers Conference
	 
	8
	8
	X

	Termination of Employment Costs
	658
	658
	0
	0.0

	Historic Commitments
	1,473
	866
	(607)
	(41.2)

	Copyright
	961
	961
	(0)
	(0.0)

	Admissions
	1,202
	1,124
	(78)
	(6.5)

	Servicing of Schools Forum
	39
	39
	 
	 

	Fees to Independent Schools without SEN
	400
	330
	(70)
	(17.4)

	Education welfare service
	1,470
	1,402
	(68)
	(4.6)

	Asset management
	924
	923
	(1)
	(0.1)

	Statutory/ Regulatory duties
	1,122
	1,122
	 
	 

	Centrally Employed Teachers Pensions
	489
	486
	(4)
	(0.7)

	Central Provision within Schools Budget
	6,607
	6,387
	(220)
	(3.3)

	Central School Services
	8,080
	7,253
	(827)
	(10.2)

	Music Grant
	1,731
	1,731
	(0)
	(0.0)

	Pupil Premium
	38,991
	38,991
	0
	0.0

	Other Schools Grants
	51,011
	51,011
	0
	0.0

	Schools Grants
	91,733
	91,733
	(0)
	(0.0)

	 Total
	994,678
	1,020,806
	26,128
	2.6
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