Item 9
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15 May 2009
Subject:

DSG and the Section 52 re-classification
1. Background
1.1. The LA is required to submit an annual section 52 budget statement to the DCSF by the 31 March each year.  The statement is a public document, is published on www.kent.gov.uk website and provides readers with details of the budgeted expenditure and income on children, families and young people including the deployment of DSG on both schools and centrally retained services.

2. Academies
2.1. Members of the Forum will be aware that since 2008 when a maintained school transfers to an academy, the LA’s DSG allocation is reduced for two elements.  Firstly, the share of the school budget calculated as if it had remained maintained and secondly a share of the centrally retained proportion on specific section 52 lines.  This second reduction is known as the LACSEG adjustment. 
2.2. The principle behind the LACSEG adjustment is to give academies the funding they will need to cover costs for which they will become responsible, which formerly were not delegated. Therefore only those section 52 lines that relate to services which academies take over responsibility for are taken account of in the LACSEG calculation. As an example, an Academy becomes its own admission authority, so is entitled to a share of the authority’s admissions administration budget.
2.3. As Kent has been a keen supporter of the Academy programme the LACSEG deduction will amount to a significant sum in 2009 and continue to grow. Reductions in central budgets will lead to a reduced capacity in the LA to service its remaining schools and provide other over-arching support services. Whilst in theory the  LACSEG deduction should be a reflection of reduced demand (because there are fewer schools), for this to hold true we must ensure that our spending/budgets are correctly allocated so that funding which has no bearing on an Academy’s new responsibilities, is not reduced. 
2.4. We have undertaken a thorough review of the way our central spending is allocated to the various section 52 categories. In a number of cases definitions are imprecise and open to different interpretations. Until now this has had no impact on our provision. But we have now identified a number of spending areas which are not affected by the Academy programme, could (and probably should) be charged elsewhere, but at the moment are included in the headings subject to LACSEG deduction. 
2.5. A significant example of this, a consequence of our more recent developments in establishing the Children’s Trust and Local Children’s Service Partnerships (LCSP’s) is the range of budgets that are effectively pooled and managed with our Trust partners via the LCSP’s.  These should be treated as ‘combined budgets’ and as such excluded from LACSEG, but the section 52 rules state that the Schools’ Funding Forum must approve any expenditure budgets classified under this heading. 

2.6. A number of other adjustments have been made in completing the provisional 2009-10 section 52 return. The adjustments have had no impact on the overall total spend from DSG, or the proportion delegated and centrally retained. We do, however, need to seek the agreement of the Forum to specific changes as follows:

3. Required
3.1. Members of the Schools’ Funding Forum are asked to approve the following:  
· Contributions to combined budgets (LSCP’s as described above) – the LA will calculate each year the amount of DSG used to support LCSP’s and allocate the appropriate proportion to combined budgets (£2.981m in 2009-10)
· Termination of employment costs (these may be funded from DSG when reductions in schools staff achieve overall savings) £1.232m in 2009-10
