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1 Background

1.1 This report provides an update on the DSG for 2020/21 and 2021/22 and outlines the advice
being provided to maintained schools in preparing three-year budget plans by 1°* June 2021.
This is for information only.

2 DSG 2020/21

2.1 Table 1 sets out the current summary forecast position for each block for 2020/21. This now
points to a possible deficit at year-end of £1.288m if these forecasts prevail. This is particularly
due to an adverse movement in High Needs, with some risk pressures materialising. The
explanations about the position in each of the four blocks and the associated risks then follow.

Table 1: Summary forecast spend against funding by DSG block 2020/21 (Period 8)

Previous
Forecast Variance
b/f 2020/21 (October
balances Funding (P07) Variance SF) | Movement
Block £'000 2020/21 £'000 £'000 £'000 £'000
Schools Block £235 £212,825 £212,825 -£235 -£235 £
Central School Services £977 £1,055 £2,032 f0 f0 f
Block
Early Years Block £ £28,025 £28,671 +£646 +£646 f
Possible COVID Grant (for £ £ -£440 -£440 -£379 -£61
Early Years)*
High Needs Block £ £47,167 £49,399 +£2,232 +£1,399 +£833
De-delegated budgets** £223 £ £100 -£123 -£123 f0
Unallocated £792 £ £ -£792 -£792 f0
Total DSG 2020/21 £2,227 £289,072 £292,587 £1,288 £516 +£772

Note *: Additional funding for key workers and higher rates for open PVI settings in the
summer term and summer holidays have been included in COVID claims from
Ministry of Housing, Communities and Local Government (MHCLG). There is no
guarantee that this will be received.

Note **: £0.223m balance on the Vulnerable Schools Fund being applied and is ring-fenced
because it was previously de-delegated.

2.2 Schools Block. The vast majority of the funding for the Schools Block has been allocated in
accordance with the Authority Proforma Tool exercise on the mainstream schools funding
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formula in January 2020 The DSG position has been accounted for in gross terms, but the LA
only disburses funds directly to maintained schools; the ESFA deducts (recoups) funding from
the DSG to provide funding for academies and sixth form High Needs provision more directly.

2.3 The Falling Rolls fund of £0.585m was allocated in full for 2020/21.

2.4 The Growth Fund had £0.235m brought forward from 2019/20. The 2020/21 allocation for
growth is expected to be sufficient at this stage of the year, suggesting that the £0.235m
brought forward will still be there to carry forward again at year-end.

2.5 Central School Services Block. Schools Forum agreed that, for one final year, the allocation
for the Central School Services Block could exceed the amount in the DSG by £0.977m, using
DSG reserves. This budget is expected to balance at year-end.

2.6 Early Years Block. There is a separate report on this agenda considering the position in the
Early Years Block. While there is a pressure of £0.646m, it is expected that £0.440m of this
will be covered by COVID grant from the Ministry of Housing, Communities and Local
Government. The Early Years service has had to adapt its normal arrangements each term
this year to respond to the changing circumstances arising from COVID and lockdowns. It was
recognised at the start of the year that any budget pressures would be absorbed by brought
forward DSG balances, rather than creating a contingency for this purpose.

2.7 High Needs Block. There is a separate report on this agenda which includes more detail about
the pressures in the High Needs Block. The position has worsened since the previous meeting.
Schools will be aware of the changes to processes that are taking place for funding high needs
students. Across the service, the main issue has been processes that depend on institutions
claiming what they are due from the LA. This has created issues where some institutions make
claims very late. Officers are working to bring commitments completely up-to-date and turn
the process around, such that the LA pays for what has been commissioned or the level of
funding that has been agreed, without the need for such claims. This effort creates pressures
as all commitments come into focus. There is still further work to be done on this. Numbers
of EHCPs continue to rise and the High Needs Block has moved into deficit, so it is vital that
this work be completed and the full extent of commitments is clear.

2.8 De-Delegated Budgets. The Vulnerable Schools Fund is no longer being topped-up with DSG
funding. £0.223m was brought forward from 2019/20 and it is estimated that £0.100m will
be drawn down during 2020/21. The remaining £0.123m would then be carried forward into
2021/22.

2.9 Overall. The DSG brought forward a balance of £2.227m into 2020/21 and is now forecast to
carry forward a deficit of £1.288m into 2021/22, based on the assumptions in this report. In
practice, the final costs for higher participation in individual early years settings in autumn
2020, compared to autumn 2019, may be slightly lower in the final analysis. Conversely, the
volatility of the high needs budget may not yet have ceased. Because two of the components
of the carry forward balance are ring-fenced (£0.123m for Vulnerable Schools Fund and
£0.235m for Growth Fund), the £1.288m net deficit implies a larger deficit in practice:
£1.646m.

3 DSG Funding 2021/22
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3.1 Schools Forum agreed to the budget plans in various papers presented to it at its last meeting
in January 2021. Subsequently, Cabinet endorsed those plans in February 2021 and Council
confirmed them at its meeting on 3™ March 2021.

3.2 Table 2 sets out the agreed final DSG budget for 2021/22.

Table 2: Final original DSG budget 2021/22

(Estimated) (Estimated)
Brought | Provisional Carry
forward DSG Final original Forward
2021/22 2021/22 DSG budget 2021/22
Block £000 £000 | 2021/22 £°000 £000 Comment
Schools Block £235 £222,315 £222,315 -£235 | Schools Block to budget for full

requirement, such that the brought
forward on the Growth Fund can be
carried forward to 2022/23.

Central School £ £1,181 £1,181 £ | CSSB to be fully committed.

Services Block

Early Years Block £ £28,092 £28,092 £ | Plan to allocate all of the Early Years
Block

High Needs Block £ £51,672 £52,454 £782 | A planned temporary overspend in

2021/22, to be addressed with the
expected third year of stepped High
Needs budget increases in 2022/23.

De-delegated £123 £ £100 -£23 | Vulnerable Schools Fund.
budgets
-£1,646 £ £ £1,646 | Updated to reflect forecast deficit c/f in

Unallocated i
this paper.

Total -£1,288 £303,260 £304,142 £2,170 | A planned temporary deficit to support
schools with the aim of recovering by
March 2023.

33 The 2021/22 budget includes a planned short-term deficit, as explained in the last meeting.
The forecast of a deficit to carry forward from 2020/21 has been updated to reflect the figures
earlier in this report. This approach is being pursued with two aims in mind:

a) Individual schools’ budgets. To incur a short-term deficit centrally in the DSG to
mitigate the impact of the Lambeth Pension Fund increase on the budgets of
individual schools. Schools will still need to manage their increase, but by providing
the additional high needs funding required for support staff, this ought to assist in
adapting to the new arrangements.

b) Medium Term Financial Strategy. 2021/22 is the second year of the £7.1bn national
funding increase for schools. While that has not helped Lambeth Schools Block, nor
the Early Years Block, it has provided stepped increases in the High Needs Block. On
the expectation that 2022/23 will be the third and final year of a stepped increase,
the aim would be to incur a short-term deficit in 2021/22 and to balance the DSG by
March 2023.

3.4 The High Needs budget continues to be a concern and further pressures may emerge during
2021/22, although provisions for increased numbers of EHCPs and higher costs and
contingencies has been built into the budget. The report elsewhere on the agenda considers
the DfE’s consultation on the High Needs Funding Formula. The fear would be that changes
to the methodology might eat into the expected stepped increase in the High Needs Block for
2022/23.

3.5 The Early Years Block is likely to see a further reduction in funding when the January 2021
early years census figures are included in the refreshed DSG calculations in the summer. There
were around 600 fewer pupils in Lambeth early years provision (schools, Private, Voluntary &
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Independent settings (PVIs) and childminders) in January 2021, compared to January 2020;
9% less. This will translate into less money for individual settings.

q Three-year budget plans 2021/22 to 2022/23 for maintained schools.

4.1

The Scheme for Financing Schools now requires Governing Boards of maintained schools to

prepare three-year budget plans by 15t June 2021. In order to prepare these, schools may seek
advice from the LA about levels of funding that they might reasonably expect for future years.
Guidance was sent to schools earlier in March about the known budgets for 2021/22, the
timetable for other components and some advice about how to estimate funding for 2022/23
and 2023/24.

4.2

Table 3 summarises the advice on the main budget components.

Table 3: Advice to maintained schools about future funding for 3 year budget planning

Funding
element Component Advice for 2022/23 Advice for 2023/24
Mainstream Formula factors within | The higher of: The higher of:
funding the MFG (per pupil) a) MFG factors (without MFG uplift) a)  MFG factors (without MFG uplift)
formula per pupil in 2021/22, plus 2%,; or per pupil in 2021/22 plus 2%
b)  MFG factors (including MFG uplift) twice; or
per pupil in 2021/22, plus 0.5%. b) MFG factors (including MFG
All multiplied by expected pupil numbers in uplift) per pupil in 2022/23, plus
October 2021. 0.5%.
All multiplied by expected pupil numbers
in October 2022.
Lump sum £0.170m per school, no change £0.170m per school, no change
NNDR Estimated rates for the vyear, with | Estimated rates for the year, with
backdated adjustments for prior years. backdated adjustment for prior years.
Other Falling Rolls Fund Forecast no more than the amount for | Forecast no more than the amount for
Schools 2021/22 and note that no school may | 2021/22 and note that no school may
Block receive this for more than 3 years. receive this for more than 3 years.
Growth Fund £20k per new classroom in October 2022, | £20k per new classroom in October 2023,
as part of basic need expansion agreed | as part of basic need expansion agreed
with LA. with LA.
Early Years 2-year-old Universal £6.66 per hour, no change, for expected | £6.66 per hour, no change, for expected
funding participation in May 2022, October 2022 | participation in May 2023, October 2023
formula and January 2023. and January 2024.
3&4-year-old Universal | £6.27 per hour, no change, for expected | £6.27 per hour, no change, for expected
and Extended participation in May 2022, October 2022 | participation in May 2023, October 2023
and January 2023. and January 2024.
Quality factor No change on 2021/22 rates. No change on 2021/22 rates.
Deprivation factor No change on 2021/22 rates, adjusted for | No change on 2021/22 rates, adjusted for
expected participation in January 2022. expected participation in January 2023.
Maintained Nursery | No change on 2021/22 rates, adjusted for | No change on 2021/22 rates, adjusted for
School supplement expected participation in January 2022. expected participation in January 2023.
EY Pupil Premium No change on 2021/22 rates, adjusted for | No change on 2021/22 rates, adjusted for
expected participation levels in 2022/23. expected participation levels in 2023/24.
Disabled Access Fund | No change on 2021/22 rates, adjusted for | No change on 2021/22 rates, adjusted for
expected participation levels in 2022/23. expected participation levels in 2023/24.
High Needs Place funding No change to 2021/22 rates, adjusted for | No change to 2021/22 rates, adjusted for
funding planned and agreed place numbers for | planned and agreed place numbers for

2022/23 financial year.

2023/24 financial year.

Top-ups.

Indicative 1% increase on all top-up rates,
compared to 2021/22, for planning
purposes.

Indicative 1% increase on all top-up
rates, compared to 2022/23 (ie a second
1% increase v 2021/22).

Disproportionate
SEND

No more than the 2021/22 allocation.
Reduce if percentage of EHCP cases in
October 2021 is likely to go down.

No more than the 2021/22 allocation.
Reduce if percentage of EHCP cases in
October 2022 is likely to go down.

Other grants

Pupil premium

No change to rates, but base funding on the
same October 2021 pupil numbers used for
the mainstream funding formula.

No change to rates, but base funding on
the same October 2022 pupil humbers
used for the mainstream funding formula.

6" Form Funding

Unless ESFA indicates otherwise, assume
no change to rates and update for expected
participation levels during 2021/22 (ie
lagged student numbers).

Unless ESFA indicates otherwise,
assume no change to rates and update
for expected participation levels during
2022/23 (ie lagged student numbers).
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4.3 On plans for staffing expenditure, the LA does not expect any changes to employer
contributions for national insurance in this 3-year period. The triennial revaluation of the
Lambeth Pension Fund is due in April 2023, but we would advise that schools plan for no
change on the 2021/22 rates (which are higher for maintained schools than the rates in
2020/21). Nationally, there is a public sector pay freeze, but for prudence, we would advise
that you build in a 1% increase in pay rates each year. Staffing budgets should otherwise be
based on expected levels of staffing in the school, taking account of incremental increases.

4.4 On plans for other expenditure, schools should exercise their judgement about how to
forecast future commitments. If there are firm contractual commitments where the school is
likely to incur inflationary increases, these should be built in. The retail price index (RPI all
items) is currently 1.4% (January 2021). Otherwise, non-staffing budgets should be based on
expected levels of activity and affordable priorities.

4.5 A 3-year budget is a best estimate of the school’s income and expenditure, it is a tool that
helps to forward plan, and give guidance on the affordability of the current staffing structure,
running cost, projects and future plans. It will give a school time, if it is heading towards a
deficit position to manage any changes required in a timely manner.

4.6 Of the 70 maintained schools, 17 currently have Licenced Deficits for 2020/21 agreed between
the schools, the Director of Finance and the Director of Education and Learning. Officers have
been working with those schools: to accept and understand their financial circumstances; to
establish where they need to be to achieve a sustainable financial position; and to take the
steps that will get them there, fully aware of the risks they face and the mitigations they may
have to make along the way.

4.7 Officers are aware that the continued downward trend in roll numbers is putting more
pressure on schools. Operating within available finances is, nonetheless, a key requirement
for schools. Governing Bodies should be looking to set cumulative balanced budgets for
2021/22 financial year. If there are circumstances that mean that this may not be immediately
achievable, they should formally seek a Licensed Deficit from the LA, explaining their reasons
and what recovery plan is for getting back to balance.

4.8 For 2021/22, Licenced Deficits will be agreed, or not, by Members and publicly available
documentation would set out the circumstances of the school, why it was not able to set a
balanced budget and what measures it planned to take to recover its financial position.
Recovery plans should aim to balance, at most, within three years.

4.9 Governing Bodies are required to provide 3 year budget plans to the LA by 1°* June 2021. For
those schools who seek a Licenced Deficit, a report is expected to go to Members in the
autumn term.

5 Recommendations.
5.1 This is an information item but Schools Forum is invited to note and discuss the issues raised,

noting that there are other reports on the agenda where more of the detail can be
considered.



