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LANCASHIRE SCHOOLS FORUM      
Date of meeting 14 January 2014 
 
Item No 6 Supplementary Paper 
 
 
Proposed allocation of headroom 2014/15 
 
Executive Summary  
 
 
The report at Item 6A - Schools Budget 2014/15, which was circulated with the 
Forum papers, identified £10.778m of headroom available to the Forum.  
 
Proposals for the use of headroom were considered at a meeting of the Schools 
Forum Chairman's Group on 9 January 2014, to which representatives from all 
sectors were invited.  The purpose of this report is to update the Forum on the 
recommendations arising from that meeting. 
 
 
 
 
 
Recommendations 
 
The Forum is asked to: 
 

a) Note the report; 
b) Recommend the proposed uses of headroom to the Cabinet Member for 

Children, Young People and Schools when setting the 2014/15 Schools 
Budget. 
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Background  
 
Item 6A - Schools Budget 2014/15 identified £10.778m of headroom available to the 
Forum. Proposals for the use of headroom were considered at a meeting of the 
Schools Forum Chairman's Group on 9 January 2014, to which representatives from 
all sectors were invited.  The purpose of this report is to update the Forum on the 
recommendations arising from that meeting. 
 
Proposals were considered at the 9 January meeting that attempted to: 

• adopt the Forum principles for setting the Schools Budget, as set out in the 
report at item 6A; 

• respond to the identified budget pressures, again set out in item 6A; 
• acknowledge recommendations from a previous Chairman's Working Group 

around the Living Wage, which proposed that "… any headroom that may be 
available in 2014/15 be targeted in a way to best support the costs of 
introducing the Living Wage". 

 
 
POSSIBLE USE OF HEADROOM 
 
Following discussions with the Forum Chairman's group on 9 January 2014, the 
following proposals are presented for the consideration of the Forum: 
 
Schools Block – Increase £7.405m 
 
It is proposed that headroom is allocated by increasing the: 
 

Basic pupil element - Increase £7.796m 
It is proposed that the basic pupil element is increased to reflect the additional 
£2.800m funding allocated by the Forum, of this £2.428m relates to the schools 
block. This would result in the basic pupil element increasing by: 
 
• £9.18 across both primary and secondary to allocate the £1.400m of funding 
carried forward from 2012/13 
• £5.37 in primary and £8.69 in secondary to reflect the reallocation of the CRC 
reserve.  
 
It is also proposed that the basic pupil element is increased by £35.11 across 
both primary and secondary, representing an increase to the primary rate of 
1.2% and a 0.9% increase on the secondary rate. The percentage increase in 
the secondary rate is lower than the primary rate as a result of allocating a 
proportion of headroom to provide a higher lump sum in secondary. 
 
This proposal would increase the Primary AWPU rate to £2,821.01 and the 
secondary rate to £4,060.07. The rationale for targeting the headroom at the 
basic pupil element is that: 
• The Primary sector  funding is below the DfE requirement for 85% of funding 
to be distributed through pupil related factors.  
• The Secondary AWPU is still well below the 2013/14 national  average AWPU 
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Members acknowledged that Lancashire's GUF was also below the national 
average. 
 
Lump Sum – Increase £0.805m  
It is proposed that the lump sum in both primary and secondary is increased by 
£700 to maintain the lump sum at the £0.155m level as agreed in 2013/14. 
Following the DfE requirement to top slice ISBs to provide for a growth fund for 
expanding schools and academies the lump sum had been reduced by £700. 
This will ensure that the smallest primary schools receive an appropriate share 
of any headroom allocated. 
 
In addition, it is proposed that the secondary lump sum is increased by £5,000 to 
provide support to smaller secondary schools and academies especially where 
they are experiencing falling rolls. This will ensure that the key principle of 
differential lump sums argued for in 2013/14 is applied in 2014/15. 
 
Capping Gains 
The latest guidance from the DfE "Dedicated Schools Grant – Departmental 
guide for local authorities on the operation of the grant 2014/15" states that: "Any 
limiting or scaling back of the funding of schools and academies that gain from 
the formula must not exceed in total the cost of funding the minimum funding 
guarantee for schools and academies entitled to MFG" 
 
This means that the cap must be set at a level that will ensure that in primary or 
secondary, the resources released from schools in each phase by the 
application of the cap cannot be greater than the cost of MFG. Following the 
allocation of all headroom, it is proposed that the cap be relaxed from the current 
level of 1.50% to 2.65% to meet this DfE requirement. 
 
Net MFG – Saving £1.196m 
The allocation of headroom has resulted in an overall saving of £1.196m.   

 
The above allocation of headroom has resulted in: 
 
  Total 2014/15 Variance 
  2013/14 Primary Secondary Total   
Schools in MFG 173 104 14 118 (55) 
Schools Capped 274 214 23 237 (37) 
Not in MFG or Capped 119 165 46 211 92 
Net cost of MFG £m 2.692     2.457 (0.235) 

 
Members queried the full cost of the MFG and cap in 2014/15 compared to 2013/14.  
This information is provided below: 
 

Year MFG Cap 
2013/14 £11.511m (£8.819m) 
2014/15 £8.491m (£6.034m), 
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The table below details the proposed allocation of headroom within the Schools 
Block: 
 

Allocation of Schools Block Headroom

Increase 
in rate

Funding 
allocated

Increase 
in rate

Funding 
allocated

£ £m £ £m £m
Basic Pupil Element

Carried forward from 2012/13 9.18      0.842 9.18        0.562 1.404
CRC Reserve 5.37      0.492 8.69        0.532 1.024
General Headroom 35.11    3.220 35.11      2.148 5.368

Total basic pupil element 49.66    4.554 52.98      3.242 7.796
Lump Sum 700.00  0.338 5,700.00 0.467 0.805
Allocation through formula factors 4.892 3.709 8.601
Reduction in Net MFG (reallocated above) (1.018) (0.178) (1.196)
Total headroom allocation 3.874 3.531 7.405

Primary Secondary Total 
headroom 
allocation

Other Models Considered 
A number of other models were considered in the budgeting process, including: 

• Fund growth in data sets – this model was unaffordable. 
 

• Distribute additional £1m through primary and £1m through Secondary prior 
attainment: 

o Increased rate of qualifying pupils – Primary £66.98, Secondary £77.05 
o Minimal impact on MFG and capping 
o Reduction to AWPU - Primary £10.00, Secondary £16.50 

It was felt that priority should be given to the basic pupil element, for the 
reasons outlined above, bearing in mind the significant increases in PPG.  
The responses to the Forum consultation on primary prior attainment also 
favoured the option2 that aided stability by applying the 40% weighting to low 
attainment in Y1 and limiting the global cash values at the 2013/14 level by 
reducing the funding rate. 

 
• Maximise Secondary Lump sum to £175k 

o Increase lump sum £15k reduce AWPU £20.15 
It was felt important to establish the principle of a differential lump sum, but 
that the increase should not be too great, when the introduction of a national 
funding formula could constrain the level from 2015/16. 

 
• Models to increase FSM and mixture of the above 

o Minimal impact on MFG and capping 
Due to limited impact on MFG and capping these options were not supported. 
 

• No headroom was targeted in response to the DfE announcement of the 
Universal Infant Free School Meals Entitlement as the EFA verbally 
responded to the Forum Chairman's letter asking for urgent information on 
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this matter to indicate that revenue costs for this project will be covered by a 
direct Government grant. 
 

Early Years Block – Increase £0.752m 
 
Additional funding allocated by Forum – Increase £0.011m 
It is proposed that top up funding in nursery schools is increased to reflect their 
share of the additional £1.100m funding allocated by the Forum from the CRC 
reserve. This reflects nursery schools share of this reserve.  
 
Allocation of headroom – Increase £0.741m 
It is proposed that Early Years headroom is allocated across the 3 & 4 year old offer 
and 2 year old offer as detailed below: 
 

• 3 & 4 year old offer – Increase £0.507m 
It is proposed to increase the base rate for the 3 and 4 year old Early 
Years Single Funding Formula by 1.2% to reflect the same increase in the 
primary basic pupil element. This will provide an increase of £0.05 per 
child per hour across all base rates.  

 
• 2 year old offer – Increase £0.234m 

Following representations from providers who were concerned about the 
impact of removing the £0.08 per child per hour transitional protection it is 
proposed that headroom is used to re-instate this reduction. It is also 
proposed that the same £0.05 per child per hour uplift applied to the 3 and 
4 year old offer is applied to the 2 year old offer. This will mean that the 2 
year old base rate will increase by £0.13 per child per hour (£0.08+£0.05) 

 
The table below details the proposed allocation of headroom within the Schools 
Block: 

      
Nursery 
School 

PVI / 
Classes 

Child 
Minders 

Headroom 
Allocated 

      £ £ £ £m 
3 & 4 Year Olds    6.67  3.85  4.89    
Delegations           
  Pooled Budgets   0.30        
Headroom           
  CRC reserve (One Off)   0.01      0.011  
  1.2% uplift   0.05  0.05  0.05  0.507  
  Uplift   0.36  0.05  0.05  0.518  
2014/15 Base Rate   7.03  3.90  4.94    
2 Year Olds - Base Rate   4.34  4.34  4.34    
  Transfer TP to Base Rate   0.08  0.08  0.08  0.144  
  3 & 4 Year Old uplift   0.05  0.05  0.05  0.090  
  Proposed Uplift   0.13  0.13  0.13  0.234  
2014/15 Base Rate   4.47  4.47  4.47    
  Targeted Support   0.36  0.36  0.36    
2014/15 Funding rate   4.83  4.83  4.83    
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High Needs Block – Increase £2.621m 
 
Uncertainties still remain around the High Needs Block funding and these will not be 
finalised by the DfE until February/March 2014.  
 
The Forum has £10.778m of headroom available to allocate across all phases. 
Recommended proposals allocate £7.405m of this to the schools block and £0.752m 
to the early years block. This leaves £2.621m to be allocated across the high needs 
block.  
 
The Group recommended that the Forum confirm the funding envelope available for 
the High Needs Block at this stage, with any variance from the estimate to be 
covered from the DSG Reserve.  The proposals will be expanded during the next 
cycle of Forum meetings, however, the following broad proposals are recommended 
to give certainty to special schools, PRUs and central services. 
 
Additional funding allocated by Forum – Increase £0.365m 
It is proposed that top up funding in special schools and PRUs is increased to reflect 
their share of the additional £2.800m funding allocated by the Forum, of this 
£0.296m relates to special schools and £0.069m to PRUs. This has been distributed 
through top up funding.  
 
Centrally retained high needs commissioned services – Increase £1.750m 
A number of high needs budget related pressures have been identified to date, 
especially around additional top up funding being provided across all phases. Whilst 
this funding will not be allocated to providers in the first instance, it will be used to 
meet the cost of re-determining budget shares as we progress through the year and 
provide funding for some hard to place pupils. 
 

• High Needs Top Up – Increase £0.750m 
In 2013/14 the Forum agreed to fund £0.750m of high needs top up 
funding from the Dedicated Schools Grant reserve rather than taking this 
out of headroom. At the time there was a degree of uncertainly around the 
level of high needs top up funding required to be retained centrally. Latest 
estimates indicate that this funding will be required in 2014/15 and it is 
proposed that this is included within the centrally retained commissioned 
services budgets for 2014/15 as it is not appropriate for the DSG reserve 
to fund this pressure for another year.  

 
• Other budget pressures – Increase £1.000m 

A number of other budget pressures have been identified for 2014/15. It is 
proposed that provision be included within the centrally retained high 
needs commissioned services budget to meet the following budget 
pressures: 

 
o In June the Forum agreed to increase the PRU primary intervention 

budget by £0.250m to reflect an increase in demand. Latest estimates 
indicate that this is continuing to grow and is likely to require a further 
£0.150m (making a total of £0.400m) in 2014/15; 
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o During 2013/14 ACERs have experienced difficulty in finding a place 

for some hard to place pupils who have either been excluded from a 
Lancashire school or from out of county. In 2013/14 this has been 
funded from the high needs block contingency. An estimated  cost 
pressure of £0.300m has been identified for  2014/15; 

 
o Latest estimates indicate that there will be an overspend on what was 

formally known as SEN recoupment where Lancashire are required to 
fund element 3 top up funding for Lancashire pupils placed in 
mainstream schools and academies outside Lancashire. Current 
thinking indicates that this pressure may continue into 2014/15, and is 
estimated at £0.200m; 

 
o From April 2014 the Hospital Education provision based at Royal 

Preston Hospital will be extended to include inpatients of the Platform 
for young people with mental health needs. This is due to changes in 
the age profile of young people accessing the Platform from 16 to 18 to 
13 to 18. The NHS will meet the cost of additional premises and the 
schools budget will meet the cost of an additional teacher, teaching 
assistant and associated computer kit.  Latest estimates indicate that 
additional funding of £0.100m will be required. 

 
Element 3 WPN top up – Increase £0.395m 
It is proposed that element 3 top up funding is increased to a level that will represent 
a 1.2% increase in special school pupil related budgets. This will result in an 
increase of the cost of a WPN from £3,980.39 in 2013/14 to £4,100.00 in 2014/15.  
This increase will be applied to all pupils with high needs across all phases both pre 
and post 16 and will be allocated across the phases as detailed below: 
 

• Schools Block – Increase £0.091m 
• High Needs Block 

o Special Schools – Increase £0.283m 
o Post 16 – Increase £0.021m 

 
Pupil referral Units - Increase £0.111m 
It is proposed that the budgets for PRUs are also uplifted by 1.2%.  
 
SEND Reforms 
Members remained concerned about the resource implications associated with the 
introduction of the SEND reforms from September 2014, however no headroom is 
allocated in response to the reforms as no quantifiable costs are available at this 
stage. 
 
It was recommended that any underspends in the 2013/14 Schools Budget that may 
become available should be earmarked to support any additional costs related to the 
send reforms, utilising the greater flexibility that exists in the operation of the High 
Needs Block. 


