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Executive Summary  
 
On 8 June 2017, the High Needs Block Working Group considered a number of reports, 
including: 

 
 2016/17 Schools Budget Outturn Report  

 School Balances and Clawback 2016/17  

 Alternative Provision (AP) Places Update  

 Payment and Recoupment of DSG Funding for Non Maintained Establishments  

 Schools Forum Annual Report 2016/17  

 PRU Top-Up Funding  
 

A summary of the key issues and recommendations arising from the Working Group's 
considerations of the items are provided in this report. 
 
 
Recommendations 

 
The Forum is asked to: 

a) Note the report from the High Needs Block Working Group held on 8 June 2017; 
b) Ratify the Working Group's recommendations. 

 
  



Background 
On 8 June 2017, the High Needs Block Working Group considered a number of reports.  A 
summary of the key issues and recommendations arising from the Working Group's 
considerations of the items are provided in this report. 
 
1. 2016/17 Schools Budget Outturn Report  

A report was provided setting out information on the Schools Budget outturn position for 
2016/17 for the High Needs Block. 
 
It was noted that, in advance of expected national regulations to ring-fence the Schools Block 
ahead of the proposed Schools National Funding Formula (SNFF), the Forum has agreed 
that in principle the Lancashire allocations for all funding blocks  will be ring-fenced in the first 
instance. 
 
The table below shows the High Needs Block outturn position for 2016/17. 
    

  Budget Actuals Variance 

  £m £m £m 

Central Services 0.047 0.047 0.000 

Commissioned Services 32.198 27.659 -4.539 

Schools Delegated 67.108 68.170 1.062 

DSG Grant -99.353 -96.461 2.892 

Total  0.000 -0.585 -0.585 

 
Commentary  
The overall High Needs Block budget at 31 March 2017 shows an underspend of £0.585m.  
Further details of individual budget lines were provided for the Group.  Key issues included: 
 
Commissioned Services  
Overall, this budget revealed a High Needs outturn position showing an underspend of 
£4.539m. This underspend was an accumulation of a number of variances on individual 
budget lines, including: 
 
o Primary Behaviour Support ended the year with an overspend totalling £0.6m.  Members 

noted that various reports had been presented throughout the year alerting the Forum to 
the pressures on this budget and the anticipated overspend.  The Forum have agreed 
adjustments to the 2017/18 budget to reflect this situation; 

 
o Virtual School High Needs Funding was overspent by £0.421m at 31 March 2017.  This 

overspend is attributable to a year end recharge, of circa £0.5m, to the social care budget 
for the costs of education provided for young people in children's social care, which are 
attributable to the DSG. These Lancashire children often have to be placed outside 
Lancashire settings in residential care homes due to child sexual exploitation (CSE) or 
other safeguarding issues (as opposed to SEN/EHCP reasons, which is covered below) 
and the costs of the educational element of a placements are initially charged to children's 
social care.  In future, the Headteacher for Children Looked After will be informed as 
placements including education provision are made, to enable queries and checks about 
the suitability of provision to be undertaken and the expenditure authorised in advance.  
It is also proposed that the educational element is invoiced separately, to facilitate 



approval of each payment and allow expenditure to be coded directly to the High Needs 
Budget as it occurs; 
 

o The Out of County budget underspend of £3.878m is in the main due to having long term 
agreements at favourable rates and maximising the number of children and young people 
placed in Lancashire schools.  This is the second successive year that this budget heading 
has been underspent following concern expressed by the Forum about previous increases 
in the costs associated with out county provision; 
 

o SEND Learner Support ended 2016/17 some £0.942m below the original budget, mainly 
due to underspends on staffing costs; 
 

o The Forum supports various early intervention initiatives from the Schools Budget and, in 
2016/17, these budget headings underspent by £0.346m.  Members will be aware that 
the ability of the Forum to support these initiatives, deemed 'historic commitments', will 
reduce as new more stringent Regulatory requirements are introduced ahead of the 
Schools National Funding Formula. 
 

 
Schools Delegated  
The outturn position for schools delegated budgets from the High Needs Block budget shows 
an overspend of some £1.062m. This overspend is caused by higher top up expenditure at 
maintained schools (special schools and PRUs, as well as high needs pupils in primary and 
secondary schools).  This figure is partly offset by underspends in top up expenditure at non 
maintained provision. 
 
DSG Grant  
DSG Grant income was some £2.892m below the original budget forecast.  This is part due 
to reductions for High Needs pre & post 16 expenditure which is funded outside the DSG and 
schools transferring to academy status.  The remainder is due to not having to release 
reserves due to the underspend on commissioned services. 
 
Reserves and Provisions  
A number of earmarked reserves and provisions are maintained by the Authority for specific 
purposes. As at 31 March 2017 these amounted to a total of £72.390m for Schools, which is 
a significant reduction from the position in previous years, which equated to £79.812m at 31 
March 2016 and £89.890m at 31 March 2015.   
 
Members gave careful consideration to the report and to associated issues, including: 

 Overall pressures on High Needs funding going forward, including increased demand 
and implications from Lancashire SEND policies and provision; 

 Early Years SEN developments, including a DfE pilot involving SENCOs at a nursey 
school offering professional development to local PVI providers and the review of the 
local Early Years offer; 

 The breakdown of some budget lines, including the reported overspend on the Schools 
Delegated Budget; 

 The underspend on the Early Intervention Budget and the possible uses for carry 
forward in 2017/18, given some of the pressures being created by some County 
Council reorganisations. 

 



The Working Group: 
a) Noted the report and the Schools Budget Outturn position for 2016/17 in relation 

to the High Needs Block; 
b) Agreed that the underspends on the Early Intervention Services could be carried 

forward into 2017/18, but requested that further information be provided by the 
services to set out how this funding would be utilised; 

c) Requested a more detailed breakdown of the £1.062m overspend on the Schools 
Delegated Budget; 

d) Requested a report to a future meeting about the SEND policies and provision 
in Lancashire and the financial implications to the High Needs Block. 

 
As requested at c) above, a more detailed breakdown of the £1.062m overspend on the 
High Needs Block Schools Delegated Budget is provided at Appendix A. 
 
 
2. School Balances and Clawback 2016/17  

This report set out the year end position of schools' delegated budgets at 31 March 2017. 
 
The final outturn position against schools delegated budgets at 31 March 2017 is an 
overspend of £8.716m.  This means that school balances have decreased by £8.716m in 
2016/17, to a total of £44.997m.  The tables below show analysis of school balances by phase 
at the end of the financial year 2016/17. 
 
2016/17 School Balances - In-Year Movement of Balances by Phase 
 

Phase 
Opening Balance 

1/04/16 
In Year Movement 

16/17 
Closing Balance 

31/03/17 

 £ £ £ 

Nursery 846,543 -46,335 800,209 

Primary 36,874,434 -2,871,201 34,003,233 

Secondary 10,579,858 -6,157,401 4,422,457 

Special 4,489,959 723,455 5,213,413 

Short Stay 922,325 -365,000 557,325 

Total 53,713,118 -8,716,481 44,996,637 

 
Information was also provided on other school balances outturn data, including the number 
of schools in overall surplus or deficit at year end. 
 
2016/17 School Balances – No of Schools in Surplus/Deficit by Phase 
 

Phase 
Count of Deficit 
close balance 

Count of Surplus 
close balance 

Nursery 5 19 

Primary 17 457 

Secondary 14 48 

Special 2 26 

Short Stay 2 7 

Total 40 557 



 
The data again showed a worsening real terms position around school funding, with 40 
schools ending the year in deficit, including 2 special schools and 2 PRUs, compared to 25 
schools with deficit balances at 31 March 2016 and 18 schools with deficit balances at 31 
March 2015.   
 
Individual School Balances 
The report included details about the movement in balances at an individual school level in 
2017/18.  As previously requested by the Forum, in addition to the year-end balance by 
school, information is included in this annex setting out: 
 

 Year-end balance adjusted for approved exemptions;  

 Adjusted balance as a % of CFR income;  

 Adjusted balance per pupil.  
 
Clawback Arrangements 2016/17 

In accordance with the School Balances and Clawback policy agreed by the Forum for 
2016/17, exemptions have been applied by the LA to balance figures at four schools.  
Requests for an exemption at a further school was rejected as this did not comply with the 
policy. 
 
In addition, one appeal to an initial clawback calculation was received.  This referred to a 
reimbursement for a suspension that was allocated at year end and pushed the school into 
a clawback position.  Had this information been received as a timely clawback exemption 
request, it would have been excluded from the clawback calculation as a 'late allocation'.  The 
LA was therefore minded to allow the appeal and to rescind the clawback.  
 
In accordance with the 2016/17 School Balances and Clawback policy, clawback is therefore 
to be applied to 6 schools in relation to their balances at 31 March 2017, totalling £33k.  
Further information is provided below.   
 

School No Balance 
above 

Guideline 

Claw 
Back @ 
100% 

Claw 
Back @ 

50% 

Balance 
above 

Guideline 

Claw 
Back @ 
100% 

Claw 
Back @ 

50% 

Primary £9,603 £1,409 £4,097 5 1 4 

Secondary £0 £0 £0 0 0 0 

Special £54,916 0 £27,458 1 0 1 

Nursery £0 £0 £0 0 0 0 

PRU £0 £0 £0 0 0 0 

Total £64,518 £1,409 £31,555 6 1 5 

 
The clawback application included one special school but no PRUs. 
 
School Balances and Clawback 2017/18  

For 2017/18, the LA suggested a possible amendment to the clawback policy, which related 
to a possible change to the DFC arrangements, which, from September 2017, will be 
delegated to schools.  (Report being prepared for schools block and Forum).  It was therefore 
suggested that the clawback policy be amended to clarify that DFC year end balances should 



be coded separately as 'capital' and would not therefore be subject to the clawback 
calculation.   
 
The working Group: 

a) Noted the report; 
b) Noted the overall position of school balances at 31 March 2017 and the 

individual school level information provided in the report; 
c) Noted the application of clawback to 6 schools (including one special school) 

as at 31 March 2017, in accordance with the arrangements previously agreed by 
the Forum; 

d) Supported the 'late allocation' appeal being exempt from clawback; 
e) Supported the clarification that DFC balances were not subject to clawback 

being included in the School Balances and Clawback policy for 2017/18. 
 
 
3. Alternative Provision (AP) Places Update  

 
Primary Alternative Provision 

112 places are commissioned for 3 area PRUs (the capacity number for the schools) and 8 
from a provider in West Lancs and 12 others, giving a total of 132.    
 
In 2016/17, these have not been sufficient to meet demands due to the number of primary 
permanent exclusions, especially in the east of the county and the barriers to moving children 
on from the PRUs.  
 
The Strategy to address this has included a review and relaunch of the use of alternative 
provision to prevent exclusion.  A vital part of this offer is the provision of an in house 
programmes to compliment the outreach support to schools.  
 
The pilot in West Lancashire based on a local model has been successful, with no permanent 
exclusions in the area in 2016/17 to date. Exclusions in the rest of the Preston/South area 
have reduced and in the North have remained very low.  However since the end of the spring 
term, the PRU serving the south has been at capacity, unable to offer in house programmes, 
resulting in an increase in exclusions. 
 
The east area PRU was at capacity by the end of October 2016 and subsequently there have 
been a significant number of further permanent exclusions. Additional AP places have been 
sourced from another provider, however a number of children are still only able to access 
121 tuition. Work is ongoing to identify appropriate additional providers and to replicate the 
success of the West Lancs pilot based on a local, collaborative model.  
 
Data is provided below: 
 

Area PE 2016-17 
(2 terms)  

PE 2015-16  
(3 terms)  

NORTH 3 8 

EAST 21 31 

SOUTH 17 36 

TOTAL 41 85 

 



 
Secondary Alternative Provision 

The trend of recent years of increased permanent exclusions has continued. The majority of 
placements continue to be commissioned from the 7 secondary PRUs, with these places 
including provision for pupils with significant medical needs and LA commissioned single roll 
places. A total of 687 alternative places have been commissioned from 7 Lancashire PRUs 
for 2016/17.  Each PRU also offer in house intervention places to area schools.  
 
In addition the number of pupils requiring alternative provision other than in a PRU, i.e. 
college,  has increased, in part due to numbers of refugees, some unaccompanied children, 
requiring bespoke package of education and the number of non-Lancashire CLA being 
placed in the county, many with significant needs.  
 
PRUs in the east of the county are currently at capacity, due to number of PE and also the 
high number of new to county pupils with significant needs, many CLA, who move into this 
area of Lancashire.    
 
Data is provided below: 
 

AREA 2016-17 
(2 terms) 

2015-16 
(3 terms) 

NORTH 55 51 

EAST 76 77 

SOUTH 85 105 

TOTAL 216 233 

Non PRU AP  111 (currently 
in provision) 

80 

 
Lancashire Hospital Education Service 

This is a centrally managed service and provides education for children who are inpatients in 
Royal Preston and Lancaster General Hospitals, day patients accessing support from ELCAS 
(child mental health) based at Burnley Hospital, children and young people (13-18) accessing 
Level 4 inpatient support (Mental Health) and Home Teaching for pupils too ill to leave the 
home. 
 
The funding for this service has been at the same level for 3 years. It is anticipated that there 
will be increased costs in 2017-18 which will put great pressure on the budget and result in 
insufficient funds to deliver this statutory service.  

 
Causes of this pressure are: 

 The through pupil numbers for all of these provisions has increased in 2015-16 and 2016-
17 and it is anticipated that this trend will continue in 2017-18.  

 Recent relocation of the Junction (Level 4 mental health inpatients) due to an NHS service 
development.  The provision has increased number from 10 to 18 inpatients. The 
relocation will involve additional costs to the service- for the provision of resources, 
essential ICT connections to classrooms to enable access to LCC systems and some new 
ICT equipment, and setting up the new classrooms. 

 



The Group discussed the additional costs associated with Hospital Education Provision and 
the pressures on alternative provision.  The process and monitoring of commissioned places 
was also deliberated. 
 
The Working Group: 

a) Noted the report; 
b) Supported an increase in the number of primary AP commissioned placements 

from 132 to 152 (an increase of 20), to be utilised to ensure the LA meets its 
statutory duties and to increase access to programmes to prevent exclusions; 

c) Requested further reports providing details of the additional places as they are 
commissioned, including impact evaluation information; 

d) Supported an increase in the Hospital Education Budget of £107,500 for 2017/18, 
in response to the identified cost pressures. 
 

 
4. Payment and Recoupment of DSG Funding for Non Maintained Establishments  

The LA has recently been reviewing some payment processes and a report was presented 
setting out some proposals in connection with non-maintained establishments.   
 
Dedicated Schools Grant (DSG) funding is received by the LA to make payments to 
maintained and non-maintained establishments.  The non-maintained establishments include 
academies, FE colleges and other non-maintained and independent schools. 
 
Payments to these non-maintained establishments are in the main High Needs Block top-up 
funding allocations for Lancashire pupils attending these schools, but also include a small 
number of early years payments to primary academies with nursery classes. 
 
DSG funding is received by the LA on a monthly basis from the EFA and, to assist with cash 
flow, is also paid out to non-maintained establishments on a monthly basis.  
 
Lancashire High Needs Block pupil related top up funding is calculated using data supplied 
by each school to Lancashire County Council Teams.  The High Needs top-up allocations in 
the budget are calculated using the previous term's data and the level of top-up funding is re-
determined up or down termly in line with the counts in January, May and October. 
 
Currently, for non-maintained establishments, if the re-determination reveals an 
underpayment, then an additional BACS payment is made to the establishment for the in-
term correction. In addition the following term's monthly payment is then adjusted accordingly 
to be in line with the data received in the prior term. 
 
If the re-determination reveals an overpayment has occurred, then an invoice is issued to the 
establishment to recoup the overpayment amount and as above the following term's monthly 
payment is then adjusted accordingly to be in line with the data received in the prior term. 
 
The LA has recently been reviewing some payment processes and a number of issues have 
been identified with this top-up arrangement for non-maintained establishments.  These 
include: 

o The arrangements differ from the process used to pay circa 600 maintained schools, 
including circa 70 bank account schools.  For many maintained schools there are no 
cash flow implications, as payments/adjustments are internal accounting transactions.  



For maintained bank account schools there are cash flow implications, however 
additional payments are not actioned nor invoices raised, instead the final monthly 
payment each term is adjusted to reflect the High Needs Block top-up re-
determination.  In line with EFA guidance, the LA is keen to ensure that there is a 
consistent approach across all providers; 

o Making additional BACS payments and raising invoices causes the LA to incur 
additional resource and costs.  The current practice applied to maintained bank 
account schools to adjust the existing final monthly payment each term is a more 
efficient and cost effective process; 

o Adjusting the final monthly payment each term has the added advantage of being a 
more automated process.  On occasion, invoices go unpaid, particularly when issued 
around school holidays.  Debt management and legal processes can be initiated due 
to non-payment, which can again incur additional costs on both the LA and 
establishments.  Adjustments to existing payment profiles would negate these 
additional actions being triggered.  In the event of a dispute regarding a 
redetermination payment, a future monthly payment could make a further adjustment 
to correct a payment level either up or down. 

o The process to adjust scheduled monthly payments to reflect changes and 
recalculations in allocations is the same method as employed by the EFA when 
dealing with adjustments for over/underpayments relating to the LA. 
 

Following the review, the LA is proposing to adopt a similar process for adjustments to High 
Needs Block top-up payments at non-maintained establishments as is used at maintained 
bank account schools.  This involves the final monthly payment each term being adjusted to 
reflect the High Needs Block top-up re-determinations. The proposal would involve the 
introduction of this revised process from the summer term 2017.  Therefore, adjustments 
would be made to the August 2017 payments to non-maintained establishments, either up or 
down, based on the May 2017 termly counts.  
 
This process would also be used for a small number of Early Years Block payments to 
academies with nursery classes.  The Early Years budget allocation issued each year to 
academies with nursery classes includes a termly estimate of the 2, 3 and 4 year old hours 
that will be provided.  These hours are adjusted each term in line with the actual hours 
delivered as recorded on the termly early years census.  It is proposed that any adjustments 
necessary to reflect actual provision, either up or down, will also be made to the existing final 
monthly payment each term. 
 
The Group considered the proposals and noted that the process of agreeing the termly places 
was much improved and a smooth transition to the proposed payment system would depend 
on timely notifications to establishments. 

 
The Working Group: 

a) Noted the report; 
b) Supported the introduction of the revised payment and recoupment 

arrangements for DSG Funding for Non Maintained Establishments, involving 
the final monthly payment each term being adjusted to reflect the High Needs 
Block top-up re-determinations. 

 

The original report indicated that, if agreed, this proposal could be introduced from 
the summer term 2017, with the adjustments being made to the July 2017 payments.  



However, subsequent to the meeting, the County Council has reflected that 
implementation timescales will be very tight assuming Forum ratify the 
recommendation on 4 July, providing limited notice to establishments effected. If the 
proposals is agreed by the Forum, it is now proposed to introduce the new 
arrangements from the Autumn term 2017. 
 

 
5. Schools Forum Annual Report 2016/17  

 
Each year the Schools Forum publishes an annual report setting out items of business in 
which the Forum has been involved.  A draft Forum Annual Report for 2016/17 was provided 
for consideration by the Working Group. 
 
High Needs Block highlights include issues around The Schools Budget 2017/18, the High 
Needs Funding Reform Consultations and High Needs Block Commissioned Places for 
2017/18. 

 
The Working Group: 

a) Noted the report; 
b) Recommend to the Schools Forum that the 2016/17 Annual Report be approved 

for publication. 
 
 

6. PRU Top-Up Funding 

Previous reports to the Working Group had set out information on PRU top up funding, 
following concerns raised by the sector about the Lancashire rates.   
 
A report was presented providing the latest information supplied by the PRU headteachers. 
 
At the last meeting, the Working Group asked PRU secondary headteachers to provide clarity 
on key funding requirements that are being sought to ensure that any final outcomes meet 
necessary timescales to facilitate possible changes for 2018/19 budget setting.  
 
Secondary PRU headteachers submitted a paper setting out the key issues, which included 
analysis of individual PRU funding and also referred to the previous comparator data on LA 
top up rates in the NW, which showed that Lancashire was one of the lowest.  
 
The headteachers data indicated that for secondary PRUs, four of the six have a situation 
where the expenditure per pupil exceeds the income per pupil. The shortfall ranged from 
£158 to £1820 per pupil. Further information in the report provided additional background 
information about the challenges faced by the schools. 
 
It was noted that each PRU must continually respond to an ever- changing intake of pupils 
which adds to the very challenging situation of budget management.  When pupils are 
needing high support PRUs arrange the provision and then apply for additional funding 
retrospectively to the LA, via the Headteacher for Children Looked After.  Whilst the PRU 
must commit the expenditure, there is no guarantee that ACERS will authorise the high 
support funding. 
 



The sharp rise in permanent exclusions, especially at KS3 has also impacted on the PRUs. 
Many of these pupils have unidentified special needs and need supporting through the 
graduated response. Whilst each PRU is working collaboratively with their district and the LA 
to ensure the pupils receive EHCP where needed, this is a slow process and often requires 
smaller groups with higher staffing ratios.  
 
The secondary PRU Headteachers requested:  

 The Additional Top-Up funding received from the LA (ACERS) be delegated to the 
PRUs. This would allow each PRU to forward plan for each academic year in a cost- 
effective way.  

 

 A full review of top-up funding to be undertaken    
 
Members discussed the report and supported the principle of reviewing the PRU formula, 
including the delegation of the Additional Top-Up budget.  
 
The working group asked that PRU headteachers meet with officers to conduct the review 
and develop options for consideration.  It was noted that primary PRUs, the West Lancashire 
special school and the PRU academy would also need to be included in the process. 
 
The Working Group: 

a) Noted the report; 
b) Supported the principle of reviewing the PRU formula, including the delegation 

of the Additional Top-Up budget; 
c) Requested that PRU headteachers and officers meet to further review the PRU 

formula and develop proposals, including: 

 Key principles for any proposals; 

 Modelling of any proposed mechanisms, providing evidence and impact 
data; 

d) Requested that primary PRUs, the West Lancashire special school and the PRU 
academy are included in the process; 

e) Requested that an update be provided to the next meeting of the Working Group. 
 
  



 
 

Appendix A 
 

Breakdown of the £1.062m overspend on the High Needs Block Schools Delegated Budget. 
 

 

Phase  Original Budget 
Final 

Allocations 

Variance  
Under (-)  
Over (+) 

Maintained Secondary £1,574,864 £1,665,072 £90,208 

Maintained Primary £3,612,035 £4,183,877 £571,842 

Maintained Shortstay £9,460,272 £9,743,418 £283,146 

Maintained Special £46,346,388 £48,111,420 £1,765,032 

Academy Primary £17,288 £239,137 £221,849 

Academy Secondary £690,613 £739,436 £48,823 

Further Education Provider £1,968,473 £3,142,761 £1,174,288 

Specialist Provider £3,437,623 £2,593,871 -£843,752 

Budgeted Growth £2,249,000 £0 -£2,249,000 

Total  £69,356,556 £70,418,992 £1,062,436 

 


