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. Executive Summary
. This report covers:

The Dedicated Schools Grant context, including the statutory override
The financial position of Dorset’s DSG at July 2025

Individual Schools Budget (ISB) Autumn Outturn Forecast for 2025-26
Early Years and Central School Services blocks
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. Context

. The Dedicated School Grant (DSG) is a ring-fenced grant of which the majority is used to
fund individual school budgets in local authority maintained schools and academies in
Dorset, early years nursery entitlement and provision for pupils with high needs, including
those with Education Health & Care Plans (EHCPS) in special schools, special provision
and mainstream schools in Dorset and out of county. Part of the DSG, the Central
Services Schools Block (CSSB) provides funding for Dorset Council to carry out central
functions on behalf of pupils in state-funded maintained schools and academies in
England.

. There are four blocks within the DSG: Schools Block (SB — including Individual Schools
Budgets), Early Years Block (EYB), High Needs Block (HNB) and Central Services
Schools Block (CSSB).

. The cumulative DSG deficit, at the 31 March 2025 was £95.63m (31 March 2024 the total
was £59.6m) with a forecast cumulative deficit reaching £148.18m by 31 March 2026.
The following three paragraphs detail how local authorities currently account for the
cumulative deficit until March 2026, when the deficit becomes a local authority general
fund issue.

. Any deficit associated with the DSG is kept off councils' balance sheets because of the
statutory override set out in The Local Authorities Capital Finance and Accounting
(England) Regulations. This was extended from March 2026 to March 2028 in June 2025.

. Until March 2028 the deficit is therefore held separately from the general fund, however,
there remains an underlying cashflow pressure from carrying a £148m deficit meaning
that the Council has access to £148m less cash than it would otherwise. As a result,
interest foregone during 2025/26 on the deficit equates to £4.9m of pressure met by the
General Fund. This is £4.9m which could otherwise be spent on local service delivery.

. As the deficit grows, there will come a point at which it exceeds Council reserves, and the
Council would be technically insolvent. However, the government announced a two-
year extension to the statutory instrument in June 2025, and in addition, will set out their
approach to SEND reform in a white paper in the autumn. These commitments from the
government should mean the future risk is lowered.

10.DSG Quarter 1 position




11.To align with the first published Dorset Council financial position, the first forecast position
is July 2025.

12. At the 31 July 2025, the forecast outturn is a £52.534m overspend for 2025/26 (Appendix
A). Adding the historic cumulative deficit position, a revised cumulative deficit would be
£148.18m. This figure reflects the withholding of DfE contributions whilst the safety valve
agreement is being reviewed. If the agreement is reinstated and previously committed
contributions are received this would reduce to a cumulative deficit of £111.89m after DfE
and Council contributions.

13.The outturn position for 2024-25 was a £37.3m overspend.

14.The performance of the ‘Safety Valve’ agreement is monitored against the DSG
cumulative position excluding all DfE contributions. At the 31 March 2026, the revised
DSG deficit is forecast to be £128.5m over the ‘Safety Valve’ agreement (Appendix B).

15.The overspend is exclusively within the High Needs Block although there is risk with the
Early Years Block income accrual estimation made at the end of 2024/25.

16.Appendix A provides a summary of the forecast variance position and Appendix B
provides an end of year position against the agreed ‘Safety Valve’ position.

17.'Safety Valve’ agreement

18.The ‘Safety Valve’ is a DfE programme where the local authority has agreed to develop a
revised DSG Deficit management plan to achieve a sustainable financial position for the
DSG budget. In return, the DfE will provide the local authority with additional funds as set
out in the published plan. Agreements run for around five years and there are currently
34 local authorities in the programme and are published online.

19.Dorset Council signed a £42m ‘Safety Valve’ agreement with the Department for
Education in March 2022 to help eradicate the cumulative DSG deficit and support a
return to a balanced in-year DSG position by 2026-27. Dorset Council will contribute
£33m as part of the agreement. Additionally, Dorset are investing £47m into capital
schemes across the county.

20.To date, the DfE funding received totals £23.75m and Dorset Council contributions equal
£15m. As at the 31 December 2024, no DfE contributions for 2023-24 and 2024-25 have
yet been received. Dorset Council maintain a separate reserve totalling £12.9m to
support the Safety Valve programme.

21.As a result of the financial position the Department for Education (DfE) continue to have
conversations with Dorset Council, including a site visit by the DfE SEND Advisor
culminating in a request produce another revised plan. A revised plan was submitted to
the DfE on the 12 September 2025.

22.This recovery plan is part of the Council’s Enhanced Monitoring and Support programme
and is supported by DfE advisors.

23.This remains a prominent and well documented national issue.

24. High Needs Block



https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&cad=rja&uact=8&ved=2ahUKEwiazeWM-PCDAxW0WkEAHaMPD7UQFnoECA4QAQ&url=https%3A%2F%2Fassets.publishing.service.gov.uk%2Fmedia%2F623867a2d3bf7f6ac2de7513%2FDorset_SV_agreement.pdf&usg=AOvVaw1oOwG5RYQe_ZldbePmvMif&opi=89978449
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&cad=rja&uact=8&ved=2ahUKEwiazeWM-PCDAxW0WkEAHaMPD7UQFnoECA4QAQ&url=https%3A%2F%2Fassets.publishing.service.gov.uk%2Fmedia%2F623867a2d3bf7f6ac2de7513%2FDorset_SV_agreement.pdf&usg=AOvVaw1oOwG5RYQe_ZldbePmvMif&opi=89978449
https://www.gov.uk/government/publications/dedicated-schools-grant-very-high-deficit-intervention

25. A significant driver for the historic deficit is the continued rise in the number of children
and young people who require an Education, Health, and Care Plan (EHCP). Chart 1
demonstrates this growth since the introduction of the SEND reforms introduced in 2014.
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26.CHART 1: Number of pupils with an EHCP since 2013

27.There has been a notable increase in Independent Special School Placements, with
current forecasts indicating 305 FTE at an average cost of £67,377. This compares to the
budgeted 261 FTE at £74,000. Although the average unit cost is lower than anticipated,
the higher volume of placements is contributing to a projected overspend on Independent
Special School Placements of £1.19m.

28.The DSG budget for financial year 25/26 was set with a starting in-year deficit of
£51.11m. The majority of the movement from this starting deficit to the current overspend
position of £52.534m is the forecast position on Independent Special School Placements
mentioned above.

29.Learning Centres and Resourced Provision funding is seeing overspends of £1.13m as a
result of high top-ups and additionally commissioned places for 25/26 academic year.
However, these pressures have been partially mitigated by the removal of a previously
forecasted cost, linked to a review whose conclusion has now been deferred to the next
financial year.

30.A new EHCP database, Synergy Case Management, was implemented on 7th May 2025.
Due to delays with reporting and data cleansing, EHCP data as at the end of July is
currently unavailable but detail will be provided in the Q2 report.

31.Individual Schools Budget (ISB) Outturn Forecast for 2025-26

32.Final 2024-25 outturn balances for maintained schools were reported in July 2025. High
level budget setting information for 2025-26 is shown below. Overall surplus levels are
predicted to reduce. Deficit levels have also reduced although the number of schools in




deficit has increased by one.

Surplus Deficit
2024-25 final 40 schools £8,855,290 5 schools -£806,136
2025-26 budget 39 schools £5,209,006 6 schools -£357,899

33. Historically, school surplus predictions are conservative at budget setting and increased
levels would be expected at year end.

34.Work continues with schools in deficit to ensure deficit reduction plans are in place and
remain on track. Meetings often involve the relevant Education Challenge Lead to ensure
deficit reduction is not at the expense of school improvement.

35. There will be a focus on the use of excess surplus balances in the autumn term. At 2024-
25 year end there were 24 schools with an excess surplus of 3,525,204. Schools report
plans for the use of excess surplus balances when setting the budget and updates are
provided with the termly forecast of outturn reports. Individual schools will be contacted
this term for additional information on actions taken to ensure surplus reduction plans
remain on track.

36.Early Years Block

37.There are no reported issues within the Early Years Block. The Early Years Block
entitlements are:

e The 15 hours entitlement for eligible working parents of children from 9 months up to 2
years old (due to be extended to 30 hours from 1 September 2025)

e the 15 hours entitlement for eligible working parents of 2-year-old children (due to be
extended to 30 hours from 1 September 2025)

e the 15 hours entitlement for families of 2-year-olds receiving additional support
(formerly known as the 2-year-old disadvantaged entitlement)

¢ the universal 15 hours entitlement for all 3 and 4-year-olds

e the additional 15 hours entitlement for working parents of 3 and 4-year-olds

38.The Early Years Block has significantly increased in funding because of new entitlements
and changes. Risks within the sector include deliverability of the new entitlements and
(including financially) understanding and predicting the demand for the new or extended
entitlements.

39.Central Schools Services Block

40.Part of the Central School Services Block funding allocation is based on historic
commitments. The DfE remove part of this commitment for authorities to apply for this to
be returned. Dorset Council have been successful in this application, resulting in a return
of £76k, amending the historic commitment funding to £384k. This is due to premature
retirement costs continuing to be greater than the historic commitment funding received




1. Well-being and Health implications

Provision for children with SEND is a statutory duty and includes provision for their wellbeing
and health implications.

Effective school provision is part of the wider provision for supporting the health and
wellbeing of children and young people.

2. Climate Implications
None

3. Other implications
None

4. Risk Assessment

Having considered the risks associated with this decision, the level of risk posed by the DSG
overspend has been identified as:

Current Risk: High
Residual Risk: Medium

This is dependent on effective management of the DSG HNB and EYB.

5. Equalities Impact Assessment (EqlA)

The provision of education for children and young people is an essential part of tackling
equalities issues. The council has a strategic role in promoting equality through its work for
children with SEND.

6. Appendices

Appendix A: Total Dorset DSG forecast variance
Appendix B: Dorset's Cumulative DSG Position
Appendix F: Forecast DSG spend 2025-26

7. Background Papers
Dorset SV agreement (publishing.service.gov.uk)

Footnote:

Issues relating to financial, legal, environmental, economic and equalities implications have
been considered and any information relevant to the decision is included within the report.



https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1062026/Dorset_SV_agreement.pdf

