Southend-on-Sea Borough Council Agenda
Item No.

Report of Executive Director of Finance and Resources
And Deputy Chief Executive - People

To
Education Board

On
17" December 2019

Report prepared by:
Paul Grout, Senior Finance Business Partner

Dedicated School Grant Budget Planning 202021
And
Forecast Outturn 201920

2.1

2.2

Purpose of Report
To present the Education Board with the Dedicated Schools Grant (DSG):

¢ Final funding methodology for distribution of the 2020/21 Individual
School Block (ISB) allocations

¢ Final indicative DSG budget allocation for 2020/21

e Updated forecast outturn for 2019/20

Recommendations
Education Board (EB) are asked to agree:

That the indicative and the remaining 2020/21 per pupil uplift applied to all
individual school block allocations, who have either not benefited from and
therefore already funded above the minimum funding rates per pupil for 2020/21
or a 4% uplift to applied to the applicable core NFF pupil led factors, are set on
Option 1 of Appendix 1, which incorporates the proposed, required and asked
school block to central block funding transfer. (As referenced in 4.4 — 4.8).

And, on the basis Option 1 is agreed, it is recognised this is a proposed short
term measure for 2020/21, which has been driven by the Department for
Educations (DfE) recent announcement on the 11™ October 2019 that the
Central Block funding for historic commitments will be reduced by 20% for
2020/21. Option 1 will therefore allow the local authority (with working groups,
as required) time to sensibly plan and consult (including with the Education
Board), mitigating actions to address the continued and expected further
funding losses from 2021/22 onwards.
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2.3

2.4

2.5

2.6

2.7

2.8

2.9

2.10

Therefore, on the basis Option 1 (recommendation 2.1) is approved, the
Education Board agree the total funded amount for Central Block services as
referenced in 9.3 (option 1).

In the event, recommendation 2.1 / Option 1 is not agreed (which will then also
automatically default to indicative Individual School Block allocations being set
on Option 2). The Education Board are asked to agree the total funded amount
for Central Block Services as referenced in 9.4 (option 2), and recognise the
required Local Authority action as referenced in 4.5.

[Maintained School voting rights only] the de-delegation of funding to be
centrally retained from the Schools block for the following services: (As
referenced in 5.2)

e Staff Costs (Public duties)

That the growth fund to support schools continues to be held centrally within the
Schools block and distributed to provide the extra required planned places
within the authority.

And, as referenced in 6.3, if affordable to the long term growth model, a back
dated increase can now applied to the growth rates proposed from Sept-19,
which will be presented in the next January 2020 EB DSG report alongside the
rates for Sept-20. This will also then, become an additional annual step of the
model.

Agree, the 2020/21 early year funding rates, as shown in Appendix 3. (And
referenced in 7.4)

And therefore on the basis of the decisions undertaken through both this and
the previous October 2019 DSG paper, that this DSG paper and the following
January 2020 DSG EB paper (which is for EB noting only), will be
recommended to Council for final approval in February 2020.

And Education Board (EB) are asked to note:

With regard to individual school’s budget (ISB) planning for 2020/21, as agreed,
at the last October 2019 EB meeting:

2.10.1 The minimum per pupil 2020/21 funding levels have been set in line with

the National Funding Formulae at £3,750 for primary schools and £5,000
for secondary schools (which is based on the nationally defined pupil led
funding factors including lump sum).

2.10.2  And within the funding formulae itself, the core Pupil led National Funding

2.11

Formulae (NFF) factors have been set and applied with the NFF 2020/21
4% uplift applied to those core factors from 2019/20.

That the final DSG Individual school budgets (ISB) for mainstream schools and
the DSG 2020/21 budget, will be illustrated and simply for noting at the
Education Board in January 2020, based on the agreed decisions made in both
this December 2019 and the October 2019 DSG EB report.
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3.1

3.2

3.3

4

Background

This reports sets out the 2020/21 Draft DSG budget and the final 2020/21
proposed funding methodology for award of funding to Individual School
Budgets.

This reports follows on from the extensive “DSG 2019/20 budget update and
budget planning for 2020/21” presented and agreed at the last October 2019
EB, which ultimately set the agreed trajectory for Individual School block
allocations, subject to a remaining and required recommendation for a Schools
Block to Central Block funding transfer, now proposed in this paper.

And, in continuation of the presentation of the last EB DSG report, to inform
short term financial planning the 2020/21 Budget planning and the latest
2019/20 forecast outturn are presented alongside within each DSG funding
block, and as displayed in ‘Appendix 2 — DSG Budget and Outturn 2019/20 to
2020/21".

Schools Block — Individual School Block (ISB) allocations

2019/20 Budget to Forecast Outturn — on line to budget

2020/21 Individual Schools Budgets

Indicative DSG funding allocation £120.958M (Final tbc in January 2020)

4.1

4.2

As per the recommendations approved in the last DSG EB report, Appendix 1 —
displays the indicative 2020/21 per pupil funding amounts for each school
incorporating:

4.1.1 Minimum per pupil funding levels of £3,750 for primary schools and
£5,000 for secondary schools (including lump sum).

4.1.2 A 4% increase applied to the applicable core pupil led NFF funding
factors (which is based on the current 2019/20 baselines).

4.1.3 And 2 options, option 1 displaying the % per pupil led uplift (indicative
1.66%) to all remaining schools incorporating the required and asked
funding transfer to the central block, and option 2 displaying the % per
pupil led uplift (indicative 1.84%) to all remaining schools without the
required ask of a central block funding transfer.

And as referenced, in the last DSG EB paper, with the exception of those
schools who will benefit from the 2020/21 minimum per pupil funding levels, all
other school per pupil funding rates are indicative and therefore subject to minor
changes once the DfE have processed and released the October 2019 school
census data. Following that, the final illustrations will be shown in the next
January DSG EB paper and will therefore be for noting only (which will also
include any applicable and separate funding adjustments for 2020/21 Business
rate charges and updated Numbers on Roll of each school as recorded through
to the DfE in the October 2019 school census).
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4.3

4.4

4.5

4.6

4.7

4.8

And lastly, as referenced in the last DSG EB paper and verbally updated at the
last Education Board, the Department for Education have approved subject to
the agreement of the school forum, an allowable block funding transfer (within
the tolerance of 0.5% for the totality of Schools Block) from the schools block, to
cover the 20% loss of funding to the central block. And to remind the Education
Board, for Southend this is an equivalent £181,000 loss of funding (a national
loss of £43.6M), compared to £905,000 of current central block funded services
delivered, some of which, as shown in Appendix 4, are either part funded by the
DSG or a 100% funded, all in accordance with decisions, previously undertaken
through the Education Board/School Forum.

Now, given, the DfE only announced the actual amount of loss of funding for
2020/21 on the 11™ October 2019 (which has imposed a very short and
unrealistic time frame to consider the future of these services), and with due
consideration to Appendix 4, illustrating both the activities and outcomes those
services provide, the Education Board are asked to approve the proposed
funding transfer for 2020/21 and therefore resulting illustrative school block
allocations show under “option 1”7, of Appendix 1.

If the Education Board approve this funding transfer for 2020/21, this will then at
least ensure the listed services are protected and confirmed at their current
funded levels for 2020/21 (1 April 2020 to 31 March 2021). In the event, the
Education Board do not approve option 1, then the Appendix 4 listed services
will be put at risk in terms of their current funded levels, and as the local
authority is the lead commissioner of these services an appropriate action plan
will need to urgently be put in place to seek to ensure the 2020/21 DSG
£181,000 funding loss is recovered.

And yes, it must remain minded, the continuation of proposed school block
transfer from 2021/22 is not a long term sustainable funding option, given it is
now very likely (although not announced), that the DfE will continue to reduce
this allocation by a further 20% for the remaining 4 years (21/22 through to
24/25), and by which time the full £905,000 will have gone, which in turn is also
a greater sum than the current allowable 0.5% school block transfer.

And, it must also remain minded, that the ability to transfer funding from the
school blocks to other blocks, is also subject to the annual decision of the DfE,
and given the intention that a hard NFF implementation remains, this will no
doubt remove the ability to apply local block funding transfers in future years.

Therefore, on the basis Education Board approve Option 1 (and protect these
service’s for 2020/21), this will therefore buy some sensible time to allow the
Local Authority to plan accordingly and update the Education Board during
2020/21, as to how the continued funding loss of historic Central Block services
will be managed (with any required options) from 2021/22 onwards.
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5

School block — Centrally retained de-delegated public duties (Voting
rights Maintained only)

2019/20 Budget to Forecast Outturn — circa (£9,000) underspend

5.1

This position reflects the 11 academy schools that have now bought in at this
stage, including an estimate of expected claims by the end of the year.
Appendix 1 has also been updated to reflect an isolated DSG reserve balance
for de-delegation, and therefore any final under of over spend on this fund will
be carried forward into the following financial year.

2020/21 Indicative DSG funding allocation £5,538 (Final tbc in January 2020)

5.2

5.3

5.4

6

In continuation of the decision undertaken last year, and now the only proposed
item for de-delegation Maintained Schools are asked to approve the continued
de-delegation of public duties at £1.00 per pupil (same rate at 2019/20), which
will also be applied to their Numbers on Roll as at the October 2019 Census.

The fund enables Maintained schools within the Borough to reclaim the cost of
staff who undertake Public Duties (usually jury service or sitting as a
magistrate), and to undertake trade union duties in work time, in accordance
with the facilities agreement for schools.

And Academy Schools can continue to be able to buy in to this fund and
therefore be eligible to claim from this fund, with the same charge rates applied
as 5.2.

Schools Block — Centrally retained Growth Fund

2019/20 and 2020/21 Budget Planning

6.1

6.2

As referenced and agreed, in the March 2019 EB “DSG Growth Fund
application 2019/20 and future years” paper:

6.1.1 The application of applied Growth fund is now managed on a long term
basis, allowing any one year, to either, overspend or underspend,
provided that the total application of the growth fund is affordable over
the life of that planned growth.

6.1.2 And, In accordance with the previous agreement and conditions, the
growth fund rates from Sept-20 will be presented in the next January
2020 DSG paper, for noting, which follow’s the DfE’s actual
announcement of the size of the Growth fund for 2020/21.

Now given, as stated, it remains a statutory duty of the Local Authority and
therefore School Admission team to determine and approve any required new
intake class, and as previously stated, the confirmed required number of new
intake classes, can change up until the end of the previous summer term as
final admissions are confirmed. We have seen in the 2019/20 forecast a higher
underspend, than previously expected, because there was 1 less new primary
class and 1 new less secondary class than originally planned, which obviously
in turn impacts the modelling.
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6.3

6.4

7

Therefore, it now seems a sensible solution, that when the updated model is
undertaken for the next January DSG EB report. If affordable to the planned
long term model (which will be illustrated as an updated Growth Model appendix
to the January DSG EB report), that a back dated increase to the growth rates
can be also applied from the Sept-19 consistently to all schools with new and
confirmed intake classes, but also maintaining, the previously agreed 1:1.186
Primary to Secondary per pupil funding ratio.

This would then also become another step to the annual updated model, which

would help to ensure all funding received for growth, is distributed to support
growth.

Early Years Block

2019/20 Budget to Forecast Outturn — held on line to budget

7.1

7.2

We must continue to remain minded, the Early Years Block 2019/20 DSG
allocations remain provisional until the DfE have processed the January 2020
Early Years census, and will therefore announce revised and final funding
allocations for the 2019/20 in July 2020.

Although, a final spend to provisional budget position cannot be confirmed until
a full financial year, and therefore the 3 respective funding periods within have
been processed. At this point in time, all funding claims compared to provisional
budget allocation are either within or close to budget allocation.

2020/21 Budget Planning

Indicative allocation of £10.175M (tbc in January 2020, revised in July 2020, and further updated by
the DfE in July 2021)

7.3

7.4

7.5

The DfE announced on 31% October 2019 that all local authorities will receive
an additional 8p per hour (compared to their current 2019/20 funded rates), to
help fund child care places for 2020/21.

Now given, the extensive work that has been performed by the local authority in
the last few years in relation to Early Years funding, and decisions undertaken
by the Education Board. It is pleasing to recommend that the Education Board
passport through the full 8p per hour increase to all core provider rates for
2020/21 (as illustrated in Appendix 3).

This will, then in turn, continue to leave a small centrally retained early years
fund and hold additional deprivation funding at their current levels. The
Education Board, therefore also continues to ensure a high passport through
rate of 98%, which is above the DfE minimum requirement of 95%.
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8 High Needs Block

2019/20 Budget to Forecast Outturn — a projected (£152,000) under/over spend
against allocated services lines expenditure.

8.1 Appendix 2 — displays the full 2019/20 forecast outturn for High Needs on a line
by line basis. And as shown, the High Needs Block for 2019/20 is now
anticipated to fully recover, including the full restoration of the depleted High
Need DSG reserve balance of (£348,000) as at the 1% April 2019.

8.2 It must therefore be noted and continually commended, as planned, that given
the national and recognised pressures on High Needs Funding, that through the
joint work of Southend’s Local Authority, Education Board, Applicable Special
Schools and Schools (where savings have been made and agreed over the last
3 years). Southend’s own DSG High needs funding position is now restored to a
sustainable financial position at this current time, with consideration also applied
to the 2020/21 funding allocation.

8.3 However, it must, also continue to remain minded that the financial pressures
with the distribution of high needs funding are forever continually increasing, so
future planning must remain both affordable and considerate.

2020/21 Budget Planning - Indicative allocation of £22.540M (explanation
covered in the last October 2019 DSG report, and resulting service expenditure
allocations will be set as planned in the pre-agreed June 2020 High Need
detailed allocation paper)

9 Central Block

2019/20 Budget to Forecast Outturn — held on line to budget
2020/21 Budget Planning

Indicative allocation of £1.565M (Final tbc in January 2019)

9.1 As explained, in depth in the last DSG EB report, The 2020/21 indicative budget
allocation (funding into the DSG) is circa £180,000 less than the 2019/20
allocation, as the DfE have now started to unwind the historic commitment
element of the central block funding, at rate of 20% for 2020/21.

9.2 Approval is required by the Education Board each year to confirm the amounts
and service lines.

9.3 Now given, the Education Board (EB) have been asked to approve a school
block funding transfer option 1, to cover the circa £180,000 loss of funding. If
the EB approve this transfer, it is asked that the EB also approve option 1 below
in the table, and that these services, as listed, can continue to be funded from
the Central Block (which is line with the previous years agreement), with a total
amount of £1,746,170.
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9.4 In the event, the EB do not approve option 1, which will then automatically
default to option 2, the EB are therefore asked to approve, that the central
block services listed under option 2, are funded as listed, with a total indicative
amount of £1,565,192 (and a 20% DSG funding reduction will be applied to all
services listed within Appendix 4).

Amount Amount
(Option 1) (Option 2)
From Central Schools Services
Block
Combined Budgets £904,888 £723,910
CLA/MPA Licences £127,017 £127,017
Schools Admissions £267,980 £267,980
Servicing of Schools Forum £18,700 £18,700
ESG Retained Duties £427,585 £427,585
£1,746,170 £1,565,192
10 DSG Funding

2019/20 Budget to Forecast Outturn — £130,000 additional income, relating to the
previously explained Early years DSG funding adjustment for 2018/19

2020/21 Budget Planning

10.1  The current indicative DSG funding allocation for 2020/21, has been set at
£156.235M. However, we continue to note that the total school block funding
allocation will also be updated once the October 2019 census has been
processed by the DfE, with the results released late December 2019, and
therefore will be displayed in the next January 2020 DSG EB paper.

11 Latest forecast DSG reserve balances

11.1  The table below updates the current expected DSG reserve balances by year
end.

Schools — Schools - Early

Block ISB growth Years High Needs  Central Total

£000 £000 £000 £000 £000 £000

Reserves

surplus / (deficit)

1 April 2019 B'fwd 0 (69) 594 (348) 39 216

18/19 Early years

funding adj. 0 0 130 0 0 130

2019/20 forecast

Variance 0 246 0 499 0 754

Transferred in

year 0 0 0 0 0

31 March 2020 177 724 151 39 1,100
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12

12.1

12.2

12.3

13

Conclusion

The DSG financial papers continue to offer both a DSG 2019/20 forecast
outturn and 2020/21 budget planning view combined, and therefore sensibly
informing a short term DSG financial plan.

It is also with praise to the work and decisions of the Local Authority, Education
Board, Resource Sub Group, task and finish groups, special schools, schools,
early years providers working constructively and collectively that have restored
the DSG balances to a current and sustainable financial footing, which in turn
benefits and maximizes available future funding to support all children and
therefore educational development.

It is however, unfortunate, with the announcement of reductions in Central Block
funding, the DfE are forcing difficult decisions to be placed on Local Authorities
and respective Education Boards / School Forums to be made.

Appendices

Appendix 1 - Indicative Individual School budget allocations 201920

Appendix 2 - DSG Budget and Outturn 201920 to 202021

Appendix 3 - Proposed Early Years funding rates 2020/21

Part 2:

Appendix 4 - Central Block historic commitments

Page 9 of 9




