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1. Introduction

This report sets out: 

· Summary of the DSG Cumulative Outturn position @ 31st March 2019.


· The latest Dedicated School Grant allocations for 2019/20.


· An update on the National school funding position for 2020/21.
2. DSG Cummulative Outturn @ 31st March 2019

As at 31st March 2019 the cumulative net DSG Non-schools outturn position is a deficit of £8.693m.

It is to be noted:

· The net DSG Deficit comprises of a gross surplus of £7.3m and a gross deficit of £16m relating to the High Needs Block.

· Total net DSG Deficit has reduced by £2.8m from 2017/18.

The breakdown and proposed use of reserves was reported to School Forum on the 13th June.

3. DSG Current Position – 2019/20
The table below sets out BCC’s current estimated DSG allocations for 2019/20 @ 17/07/2019 and splits out each block’s allocation between the amount delegated and that which is centrally managed. 
Table 1

	  
	School Block       £m
 %
	Early Years Block        £m
 %
	High Needs Block         £m
 %
	Central Schools Services Block £m     %
	Total                £m
 %

	Delegated to Schools/Providers 
	£915.654m  99.65%
	£86.438m  96.31%
	£61.498m
38.02%
	
	£1063.590m  89.49%

	Top Up funding earmarked for schools and other providers
	
	
	£88.514m
 54.72%
	
	£88.514m  7.45%

	Inclusion &  Disability Fund 
	
	£0.916m
1.02%
	
	
	£0.916m 0.08%

	Centrally Managed/ Committed
	£3.205m      0.35%
	£2.400m
2.67%
	£11.758m
7.26%
	£18.040m
100%
	£35.403m 2.98%

	Total
	£918.859m 100%
	£89.754m  100%
	£161.770m 100%
	£18.040m
100%
	£1,188.423m 100%


The schools block DSG figure of £918.859 for 2019/20 includes £0.699m from the 2018/19 DSG carry forward balance (as reported to schools forum on the 10th January 2019 and 13th June 2019). 

Over and above this School’s also receive the following additional funding (current estimates): 

· Pupil Premium (including Academies) £93.627m
· Universal Free School Meals Grant (including Academies) £14.270m (academic year 2018/19)
· Post 16 Grant (including Special Schools, Discretionary Special School Funding and excluding Academies) £8.828m
· PE Sports Grant (including Academies) £6.180m (academic year 2019/20)
· Teachers Grant allocation. April payment - Primary and Secondary including Academies and free schools £3.039m or equivalent of 7.292m for full year.

4.  2020/21 

4.1 Announcements and Communications from the Government & DfE

The government have announced that the 5 to 16 core schools and high needs budget will, compared to 2019/2020, rise nationally by:

· £2.6 billion for 2020/21

· £4.8 billion for 2021/22

· £7.1 billion for 2022/23

· £14.5m billion overall

and have issued a number announcements and you can read these at the links below: 
· Statement by the  Prime Minister https://www.gov.uk/government/news/prime-minister-boosts-schools-with-14-billion-package
· Written statement by the Minister of State for School Standards. https://www.parliament.uk/business/publications/written-questions-answers-statements/written-statement/Commons/2019-09-09/HCWS1828/
· The DfE have to date only issued the Schools Revenue Funding 2019-2020 Operational guidance (issued 12th September 2019): https://www.gov.uk/government/publications/pre-16-schools-funding-local-authority-guidance-for-2020-to-2021
4.2 DFE key funding updates and changes for 2020/21

4.2.1 School Block

The DFE have confirmed the following key elements of the schools National Funding Formula (NFF) in 2020/21:  

· The minimum per-pupil levels will be set at £3,750 for primary schools and £5,000 for secondary schools. The primary level will rise to £4,000 in 2021/22. 

· The funding floor will be set at 1.84%, in line with the forecast GDP deflator, to protect pupil-led per-pupil funding in real terms. This minimum increase in 2020/21 allocations will be based on the individual school’s NFF allocation in 2019/20. 

· Schools that are attracting their core NFF allocations will benefit from an increase of 4% to the formula’s core factors. Exceptions to this are that the free school meals factor, will be increased at inflation as it is intended to broadly reflect actual costs, and premises funding will continue to be allocated at local authority level on the basis of actual spend in the 2019/20 APT, with an RPIX increase for the PFI factor only. 

· There will be no NFF gains cap, so that all schools attract their full allocations under the formula. Local authorities will still be able to use a cap in their local formulae. 

· Introduction of a new formulaic approach to the mobility factor so that it allocates this funding fairly to all authorities, rather than on the basis of historic spend. 

· Growth funding will be based on the same methodology as last year, and will have the same transitional protection ensuring that no authority whose growth funding is unwinding will lose more than 0.5% of its 2019 to 2020 schools block allocation. There will be no capping or scaling of gains from the growth factor. 

· In 2020/21, as in previous years, each local authority will continue to set a local schools formula, in consultation with local schools. The government has confirmed its intention to move to a single ‘hard’ national funding formula to determine every school’s budget and have committed to working closely with local authorities and other stakeholders in making this transition in the future.

· In 2020/21 the DFE intend to make the minimum per-pupil funding (MPPF) levels a mandatory factor in local formulae and are running an MPPF consultation on how best to implement this change, which closes on 22 October 2019 (see link to consultation below).

Implementing mandatory minimum per pupil funding levels - GOV.UK
The government response will be published in November 2019. 

DFE have confirmed the following changes to local authority formulae arrangements in 2020/21:
· As schools’ funding floor baselines will be based on the NFF allocations in 2019/2020, in line with the minimum funding guarantee (MFG) methodology,  the ‘funding floor factor’ that authorities had the option to use in 2019/20 in order to mirror the protection used in the NFF against 2017/18 baselines will be removed. 

· Local authorities will have the freedom to set the MFG in local formulae between +0.5% and +1.84% per pupil, as well as to use a gains cap. 

· Local authorities will continue to be able to transfer up to 0.5% of their schools block to other blocks of the DSG, with schools forum approval. A disapplication will be required for transfers above 0.5%, or any amount without schools forum approval; this now applies to any transfers over 0.5%, even if the minister agreed the same amount in the past two years. 

What does it mean for Birmingham?
· The headline figure of 4% increases in formula factors and the minimum funding per pupil increase included in the written statement by Nick Gibb needs to be treated with caution, as these may be offset by MFG changes.


· The DFE have set the MFG between +0.5 and +1.84% and there will be no capping of NFF. This is designed to level up schools funding across the country as the Government announced. It will allow Birmingham schools DSG Block to receive up to 1.84% increase. Initial modelling indicates that to keep a balanced budget in 2020/21, an MFG rate of 1.5% would be applied in Birmingham (assuming no cap is applied in B’ham).


· The modelling carried out so far indicates that the majority of schools in Birmingham would see 1.5% increase in funding per pupil - equivalent to the MFG rate. 
N.B - All models and validation of figures will take place when we have received further information from the ESFA. DSG block allocations will not be released until December 2019.
4.2.2 High Needs Block
The DFE have announced that the High Needs NFF for 2020/21 will also have the same factors as at present, with £700 million of additional funding nationally. The DFE have confirmed the following aspects of the high heeds NFF: 

· The funding floor will be set at 8% so each local authority can plan for an increase of at least that percentage, taking into account changes in their 2 to18 population (as estimated by the ONS). This will be based on local authorities’ high needs allocations in 2019 to 2020, including the additional £125 million announced in December 2018. 

· The gains cap will be set at 17%, allowing authorities to see up to this percentage increase under the formula, again calculated on the basis of per head of population. 
What does it mean for Birmingham?
· The DFE will be publishing the high needs operational guide by early October. Birmingham’s current High Needs Block allocation in 2019/20 is £161.971m, applying the two percentage increases would result in a budget increase between £12.96m and £27.54m. These figures should be treated with extreme caution, until we receive further information on how the increases will be built into the High Needs NFF, how the funding floors will be calculated and the final DSG figures will be issued in December.

· The High Needs budget unlike the schools budget announcements only refer to one years funding and not 3 years.


4.2.3 Early Years Block

The Chancellors Spending Round paper for 2020/21 included a reference to increased early years spending of £66 million  to increase the hourly rate paid to childcare providers through the government’s free hours offers.
What does it mean for Birmingham?
· Currently the DFE allocate funding of £3,552m nationally for 2,3 & 4 year old funding (excluding pupil premium) in 2019/20  and a £66m increase would result in a 1.86% increase  nationally.  Applying a 1.86% increase to the funding rates Birmngham receives from the DFE would result in:
3 & 4 year old rate increasing from £4.71 to £4.80.

2 year old rate increasing from £5.24 to £5.34 for 2 year olds.
· However it should be noted the DFE have not supplied any information on how they will increase the rates and the figures should be treated with caution. 

· The above assumes that the monies will be distributed across all authorities and not used to level the funding rates between LA’s.

4.2.4 
Central School Services Block
There have been no announcements on changes to the funding of the CSSB.

4.2.5 Other Announcements
The DFE have confirmed that the teachers’ pay grant and teachers’ pension employer contributions grant will both continue to be paid separately from the NFF in 2020/21
For 2020/2021, the ESFA will be publishing the usual provisional national funding formula allocations at local authority and school level in early October 2019. This will include local authorities’ final primary and secondary units of funding for the schools block. 
The ESFA will publish final dedicated schools grant allocations for LA’s in December 2019.

The ESFA have recognised that they have previously published allocations earlier in the year (July) and that Local Authorities have important planning activities to undertake which require more detail. To support this, the ESFA intend to provide further detail about arrangements in 2020/2021 shortly and will be arranging budget events in October 2019 to discuss this year’s arrangements and take questions.

5.  What does it mean for Birmingham and its Schools
Consultation with schools in Autumn term 2018 supported BCC moving towards full implementation of the Schools NFF and was achieved in 2019/20. Subject to this being affordable within the final DSG settlement the Schools NFF will continue to be applied in 2020/21 incorporating the changes announced by the DFE
6.  Timelines 

An extract of the DfE’s timetable as published in the Schools revenue funding 2020/21 operational guide is attached as Appendix 1.

Reports will be brought to the 14th November 2019 School Forum meeting, setting out the authority’s proposals for ongoing funding of the commitments in the Central School Services block, de delegations in the Schools block and Growth Funding proposals for 2020/21.  Actual decisions will be sought at the 12th December Forum meeting.

As always the timeline is challenging and more so this year as guidance has been issued later or is still to be received from the DFE. In order to expedite the work and decisions that will be required over the next few months, Fair Funding Technical group will be arranged in October and November.
7.  Recommendations
· Schools Forum to note 


· Further detail to be reported when the precise impact of NFF changes and budget notifications are confirmed.
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