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Executive Summary:
This report outlines the Quarter 2 forecast for the Dedicated Schools Grant (DSG) for the 2025–2026 financial year.

Details of recommendations and timescales for decisions: 
At the Schools Forum meeting held on 18 June 2025, members were asked to note the outturn position for the 2024–2025 financial year. This position has since been reported to the Department for Education (DfE) and incorporated into the year-end Note to the Accounts. 
Members are now asked to note the Quarter 2 budget position for the 2025–2026 Dedicated Schools Grant (DSG), along with the projected forecast to year-end.


1. INTRODUCTION

1.1 The Dedicated Schools Grant (DSG) is distributed by the Department for Education (DfE) using a national funding formula. This specific grant is allocated to local authorities across four blocks: Schools Block (SB), Central Schools Services Block (CSSB), High Needs Block (HNB), and the Early Years Block (EYB).

1.2 The Dedicated Schools Grant (DSG) reserve carried forward from the 2024–2025 financial year was a deficit balance of £20.1 million. The current forecast for 2025–2026 projects an in-year overspend of £9.4 million, resulting in a projected cumulative deficit of £29.5 million to be carried forward.




Table 1: DSG Reserve FY 2019-20 to FY 2025-26
	 
	Schools Block 
£m)
	Central Block 
£m)
	Early Years Block 
£m)
	High Needs Block 
£m)
	Total
£m)

	Opening deficit balance 
	0.0
	0.0
	0.0
	20.1
	20.1

	In-year DSG (surplus) / deficit
	 (2.1)
	0.0 
	0.0 
	11.4 
	9.4

	Brought forward deficit balance 
	 (2.1)
	0.0 
	0.0 
	31.5
	29.5 



1.3 Examining the DSG by block, all of the overspends occur in the High Needs Block (HNB), with the key driving factor being linked to statutory duties for special educational needs and disabilities

1.4 Table 2 provides a summary of the Dedicated Schools Grant (DSG) by funding block, showing an overall projected overspend of £9.4 million for the 2025–2026 financial year. This comprises a forecasted overspend of £11.4 million within the High Needs Block (HNB), partially offset by a projected underspend of £2.1 million in the Schools Block. All figures are presented net of Education and Skills Funding Agency (ESFA) recoupment adjustments.

Table 2: DSG Forecast by Block 2025-26 

	DSG Block
	Budget
£m
	Actuals to Date
£m
	Projected Forecast to Year End
£m
	Projected (Underspend) / Overspend  at Year End
£m

	Schools Block
	206.6
	53.4
	204.5
	(2.1)

	Central Schools and Services Block
	2.9
	1.2
	2.9
	0.0

	High Needs Block
	85.4
	33.3
	96.8
	11.4

	Early Years Block
	44.7
	14.9
	44.7
	0.0

	Total DSG
	339.7
	102.9
	349.1
	9.4




2. [bookmark: _Hlk48735191]DSG Forecast for 2025-26

2.1 Schools Block
A projected underspend of £2.1 million is expected within the Schools Block, entirely due to reduced expenditure in the Growth Fund. The growth fund has restricted defined uses any year-end underspend will be combined with the wider DSG position and carried forward into the next financial year in line with DfE guidance.

2.2 Central Schools and Services Block
The Central Schools Services Block provides funding to local authorities to deliver core central functions for pupils in state-funded maintained schools and academies across England. For 2025–2026, CSSB expenditure is projected to remain within budget.

2.3 High Needs Block
The High Needs Block supports provision for children and young people with special educational needs and disabilities (SEND) from their early years to age 25, enabling both councils and institutions to meet their statutory duties under the Children and Families Act 2014.

Pressure on the Dedicated Schools Grant (DSG) is concentrated within the High Needs Block (HNB), primarily driven by the rising demand for Education, Health and Care Plans (EHCPs). The growth in EHCP numbers has significantly increased expenditure, further compounded by inflationary cost pressures, greater complexity of pupil needs, and above-inflation pay increases for support staff.

As of Quarter 2 (September), the High Needs Block (HNB) is forecast to overspend by £11.4 million. This projection includes a provision to accommodate anticipated growth over the remainder of the financial year.




There are steps are in place to reduce the steep trajectory of requests for statutory assessment and resulting EHCPs including:

· Developing early intervention programmes in speech and language in early years and Key Stage 1 to reduce the triggering of the statutory assessment process
· Introducing a Tower Hamlets Inclusion Framework to guide all schools on what is expected as ordinarily available provision and SEN Support to be provided before triggering the statutory assessment process
· Supporting parents in understanding what provision is already available through the Local Offer and at Lets Talk SEND events to reduce parental anxiety and gain confidence where possible in local provision
· Improving annual review processes and cease to maintain EHCPs where appropriate

2.4 Early Years Block
The Early Years Block is projected to spend to budget.
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