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SCHOOLS FORUM

Sept 17
School funding 2018-19 (National Funding Formula) 
	Lead Officer
	Richard Morgan

	Contact details
	Richard_morgan@bathnes.gov.uk  01225 395220

	Forum asked to decide / steer / be informed
	To provide a steer / decide on the approach to the school funding formula for 2018-19

	Time Needed
	20 mins


Purpose of the report
To update the forum about the DFE’s plans to introduce a National Funding Formula from 2018-19 and to explain the options available to Local Authorities to amend their funding formulae in preparation.
Recommendation
1. Forum is asked to agree to a consultation process on the introduction of changes to the school funding formula
2. Forum is asked to provide a steer as the possible content of a consultation document 

3. Forum is asked to provide a steer on the future of de delegation of certain budgets. (maintained schools only)

Report

Introduction

The DFE have announced their intention to fund schools and Local Authorities though a new national funding formula from April 2018. Appendix 1 shows the speech made by Justine Greening to parliament on 17th July 2017. Appendix 2 
shows the summary/ introduction section of the Operational Guidance document issued to Local Authorities on the 4th August 2017. The full version of the guidance can be seen at Pre-16 schools funding: guidance for 2018 to 2019 - GOV.UK

Funding levels

The DFE have indicated that they intend to ensure that all schools receive at least a 0.5% per pupil increase in 2018-19, though they have yet to indicate the exact methodology they will use to ensure this.

With this intention and the original consultation on a National Funding Formula as a base it is estimated that the new formula for 2018-19 will provide B&NES schools with a reasonable increase in resources compared to 2017-18 funding.

Appendix 3 shows the estimated impact of the original consultation provided by the DFE, and reported to the forum in January 2017. 

It is difficult to estimate the exact funding increase as the funding values the DFE intend to use have yet to be published. The publication is intended to be during September.


Local Funding Formula

The guidance from the DFE indicates that the total funding values for B&NES will be calculated using the new national funding formula methodology and then Local Authorities can distribute this funding total to schools using their local formula. Alternatively, the LA can consult schools on amending the local formula.
It is possible for the LA to adopt a totally new funding formula or to amend its current formula.

Consultation about which formula should be used must take place with all schools and academies . Schools Forum will consider the results of the consultation and decision making will formally rest with the Local Authority with regard to which formula will be implemented.

The LA has asked the DFE to confirm that it would be acceptable to adopt the new National Funding Formula as the methodology for funding schools locally. ( we await response)

It is intended to consult schools on the possibility of totally amending our formula to utilise the national funding formula approach as the local funding formula. Consideration could also be given to an amalgamation of the current formula and the new national funding formula. 
From the impact of the original consultation (appendix 3) it can be seen that a large majority of the schools in B&NES (64 out of 75) would be gainers from the new national funding formula. As stated earlier that the intention of the DFE is to ensure that all schools gain by at least 0.5% it would seem logical to adopt the new funding formula as the local formula.
If  the current local formula was utilised it could result in a school gaining in 2018-19 and then facing a reduction in future years when the new formula was fully introduced.

Forum is asked to provide an opinion on this approach.


Utilisation of Schools Block for High Needs

Within the operational guidance the DFE set out the possibility of utilising the schools block to support High Needs cost pressures. As the forum is aware the high needs pressures in B&NES are growing and mitigating actions will be necessary to balance that budget. In order to utilise the schools block for High Needs it is necessary to consult schools with a proposal and the level of transfer to the high needs is limited to 0.5% of the schools block without Sec of State approval.

It is intended to consult schools to obtain views on such a transfer.


De delegation of Services

The Table below shows the resources that the forum agreed to de delegated in 2017-18.

With the changes being made to the funding formula and the continued conversion of schools to academies the continuation of the de delegation process needs to be considered.

Some service areas (eg HCSS licence) could be delegated to the schools and they could buy their own licence. There would be no significant difference to the service and the costs observed by each school.

However some services (behaviour support) have relied on the de delegation process to ensure a capacity of resources are available for the cluster areas to operate support services for schools. With de delegation the cluster process would need to invoice all schools and academies to ensure resources are available.

Some services are operated as a pooled arrangement for maintained schools (specifically maternity, Jury service and termination of employment costs).  With schools converting to academies the pool is being diminished, putting added risk of the pool overspending. Consideration should be made to the withdrawal of the de delegation of funding so that schools are funded the same whether maintained or academy.
	Description
	Detail
	Amount

Primary
	Amount Secondary
	Methodology of delegation
	De-Delegation Issues

	HCSS
	Licence for budget management software
	£13,889


	£969
	Lump sum per school

£323
	De-delegation as use of HCSS is prescribed by LA though the scheme and efficiency can be obtained from bulk purchasing 

	Pupil Retention Grant – Primary Only
	Resources to support behaviour management
	£64,077


	£0
	Per pupil

Primary £7.95 

	De delegation is for the primary element only to pass to the area panels. 

	Behaviour Support Services
	resources currently allocated to area panels to support pupils with behaviour difficulties
	£290,782
	£0
	Per pupil

Primary £36.04 

	De-delegation to allocate resources to area panels. Academies would need to be invoiced by panels for participation

	Broadband charges
	Costs of broadband circuits to schools
	£193,446
	£20,591


	Lump sum £3,659

Per pupil Primary £4.48 
Secondary £5.01
	The de-delegation of this resource occurs to allow the continuation of the pooled arrangement that currently exists

	FSM checking Service
	Resources to check eligibility of pupils to FSM
	£10,559
	£2,667
	Per pupil

Primary £1.31
Secondary £1.39
	De- delegation to continue service availability

	Maternity cover
	Cost of cover maternity and paternity
	£236,883
	£31,912
	Per pupil

Primary £29.39
Secondary £16.63
	De- delegation as pooled arrangement

	Jury, magistrates and Councillor
	Cost of cover
	£2,418
	£768
	Per pupil

Primary £0.30
Secondary £0.40
	De- delegation as pooled arrangement

	Union duties
	Cost of facility time for union representatives
	£32,465
	£2,265
	Per school

Primary £755

Secondary £755
	De- delegation as pooled arrangement

	Termination of employment costs
	Cost of individual cases 
	£7,818
	£1,132
	Per pupil

Primary £0.97
Secondary £0.59
	De- delegation as pooled arrangement


The consultation with schools will look to obtain opinions on the future of de delegation process.
Appendix 1

Justine Greening statement to parliament on school funding

Published: 17 July 2017

Education Secretary announces an additional £1.3 billion for schools 

This Government believes that all children should have an education that unlocks their potential and allows them to go as far as their talent and hard work will take them. That is key to improving social mobility.

We have made significant progress. Nine out of 10 schools are now good or outstanding, the attainment gap is beginning to close and we have launched 12 opportunity areas to drive improvement in parts of the country that we know can do better. But all this has been against a backdrop of unfair funding. We know that the current funding system is unfair, opaque and out of date and this means that, although we hold schools against the same accountability structure wherever they are, we fund them at very different levels. In addition, resources are not reaching the schools that need them most.

School funding is at a record high because of the choices we have made to protect and increase school funding even as we faced difficult decisions elsewhere to restore our country’s finances, but we recognise that at the election people were concerned about the overall level of funding for schools as well as its distribution. As the Prime Minister has said, we are determined to listen. That is why I am today confirming our plans to get on with introducing a national funding formula in 2018-19. I can announce that will now be supported by significant extra investment into the core schools budget over the next two years.

The additional funding I am setting out today, together with the introduction of a national funding formula, will provide schools with the investment they need to offer a world-class education to every child. There will therefore be £1.3 billion for schools and high needs across 2018-19 and 2019-20 in addition to the schools budget set at spending review 2015. This funding is across the next two years as we transition to the national funding formula. Spending plans for the years beyond 2019-20 will be set out in a future spending review.

As a result of this investment, core funding for schools and high needs will rise from almost £41 billion in 2017-18 to £42.4 billion in 2018-19. In 2019-20 it will rise again to £43.5 billion. This represents £1.3 billion in additional investment: £416 million more than was set aside at the last spending review for the core school budget in 2018-19, and £884 million more in 2019-20. It will mean that the total schools budget will increase by £2.6 billion between this year and 2019-20, and per pupil funding will now be maintained in real terms for the remaining two years of the Spending Review period to 2019-20.

For this Government, social mobility and education are a priority. The introduction of the national funding formula — from which previous Governments shied — backed by the additional investment in schools we are confirming today, will be the biggest improvement to the school funding system in well over a decade.

I said when I launched the consultation last December that I was keen to hear as many views as possible on this vital reform. I’m grateful for the engagement on the issue of fairer funding and the national funding formula. We received more than 25,000 responses to our consultation, including from members from across the House. We have listened carefully to the feedback we have received and we will respond to the consultation in full in September, but I can today tell the House that the additional investment we are able to make in our schools will allow us to do several things, including:

· Increasing the basic amount that every pupil will attract in 2018-19 and 2019-20;

· For the next two years, this investment will provide for up to 3% gains a year per pupil for underfunded schools, and a 0.5% a year per pupil cash increase for every school;

· We will also continue to protect funding for pupils with additional needs, as we proposed in December.

Given this additional investment, we are able to increase the percentage allocated to pupil led factors, something I know honourable members were keen to happen. This formula settlement to 2019-20 will provide at least £4,800 per pupil for every secondary school, which I know Members in a number of areas will particularly welcome.

The national funding formula will therefore deliver higher per pupil funding in respect of every school, and in every local area. These changes, building on the proposals that we set out in December, will provide a firm foundation as we make historic reforms to the funding system, balancing fairness and stability for schools. It remains our intention that a school’s budget should be set on the basis of a single, national formula, but a longer transition makes sense to provide stability for schools. In 2018-19 and 2019-20, the national funding formula will set indicative budgets for each school, and the total schools funding received by each local authority will be allocated according to our national fair funding formula and transparently for the first time.

Local authorities will continue to set a local formula to distribute that funding, and to determine individual schools’ budgets in 2018 19 and 2019-20, in consultation with schools in the area. I will shortly publish the operational guide to allow them to begin that process. To support local authorities planning, I am also confirming now that in 2018 19, all local authorities will receive some increase to the amount they plan to spend on schools and high needs in 2017-18. We will confirm gains for local authorities, based on the final formula, in September.

The guide will set out some important areas that are fundamental to supporting a fairer distribution through the national funding formula. For example, we will ring-fence the vast majority of funding provided for primary and secondary schools although local authorities, in agreement with their local schools forum, will be able to move some limited amounts of funding to other areas, such as special schools, where this better matches local need.

As well as this additional investment through the national funding formula, I am confirming our commitment to doubling the physical education and sports premium for primary schools. All primary schools will receive an increase in their PE and sports premium funding in the next academic year.

The £1.3 billion additional investment in core schools funding which I am announcing today will be funded in full from efficiencies and savings I have identified from within my Department’s existing budget, rather than higher taxes or more debt. This of course requires difficult decisions, but it is right to prioritise core schools funding, even as we continue the vital task of repairing the public finances. I am maximising the proportion of my Department’s budget which is allocated directly to frontline headteachers – who can then use their professional expertise to ensure that money is spent where it will have the greatest possible impact. I have challenged my civil servants to find efficiencies, just as schools are having to.

I want to set out briefly the savings and efficiencies that I intend to secure:

Efficiencies and savings across our capital budget can release £420 million. The majority of this will be from healthy pupils capital funding - from which we will make savings of £315 million. This reflects reductions in forecast revenue from the soft drinks industry levy. I will be able to channel the planned budget, which remains in place, to frontline schools, while meeting our commitment that every pound of England’s share of spending from the levy will continue to be invested in improving child health, including £100 million in 2018-19 for healthy pupils capital.

We remain committed to an ambitious free schools programme that delivers choice, innovation and higher standards for parents. In delivering the programme, and the plans for a further 140 free schools announced at the last Budget, we will work more efficiently to release savings of £280 million up to 2019-20. This will include delivering 30 of the 140 schools through the local authority route, rather than the free schools route.

Across the DfE resource budget – which is over £60 billion per year – I will also reprioritise £250 million in 2018-19 and £350 million in 2019-20 to fund the increase in core schools budget spending I am announcing today. I plan to redirect £200 million from the Department’s central programmes towards frontline funding for schools. Although these projects are useful, I believe strongly that this funding is most and more valuable in the hands of head teachers.

Finally, alongside this extra investment in our core schools budget, it is vital that school leaders strive to maximise the efficient use of their resources, to achieve the best outcomes for all their pupils and best promote social mobility. We already provide schools with support to do this, but we will now go further to ensure that support is effectively used by schools.

We will continue our commitment to securing substantial efficiency gains over the coming years. Good value National Deals, that procure better value goods and services on areas all schools spend money on and purchase goods in can save significant amounts. They are available under the deals based on our existing work such as on insurance or energy. Schools can save an average of 10% on their energy bills if they use a national deal. We will expect schools to be clear if they do not make use of these deals and consequently have higher costs.

Across school spending as a whole, we will improve the transparency and usability of data, so that parents and governors can more easily see the way funding is being spent and understand not just educational standards in schools, but financial effectiveness too. We have just launched a new online efficiency benchmarking service which will enable schools to analyse their own performance much more effectively.

We recognise that many schools have worked hard up to this point to manage cost base pressures on their budgets, and we will take action this year to provide targeted support to those schools where financial health is at risk, deploying efficiency experts to give direct support to these schools.

The significant investment we are making in schools and the reforms we are introducing underpin our ambition for a world-class education system. Together, they will give schools a firm foundation that will enable them to continue to raise standards, promote social mobility, and give every child the best possible education and the best opportunities for the future.
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Appendix 2
This guide helps local authorities and their schools forums to plan the local implementation of the funding system for the 2018 to 2019 financial year. 2018 to 2019 is significant because of the introduction of national funding formulae for schools, high needs and central school services. The full national funding formulae for 2018 to 2019 and 2019 to 2020 will be confirmed in September alongside the responses to the national funding formulae consultations. These formulae will be used to calculate the blocks within the Dedicated Schools Grant (DSG) that are allocated to local authorities and will sit alongside the early years national funding formula which was introduced in 2017 to 2018.

Local authority level allocations for 2018 to 2019 for the schools, central school services and high needs blocks will be published in September. Final allocations will follow as usual in December, on the basis of pupil numbers recorded in the October census. Local authorities can use this guide to begin their formula modelling and budget planning over the summer, ready for consultation with their schools in the autumn.

The government has confirmed that there will be an additional £1.3 billion for schools and high needs across 2018 to 2019 and 2019 to 2020, in addition to the schools budget set at the Spending Review 2015. This will mean that, in 2018 to 2019, all local authorities will receive some increase over the amount they plan to spend on schools and high needs through the DSG in 2017 to 2018. These increases will be reflected in the allocations published in September. For more information about overall school funding, please see the oral statement from the Secretary of State for Education.

Alongside this guide, we’ve published a summary of local authorities’ 2017 to 2018 baselines for the schools, high needs and central school services blocks of the DSG. This table also includes minimum funding amounts for the schools block (per pupil) and high needs block (overall) for 2018 to 2019, ahead of the publication of a full data set in September reflecting the final national funding formulae.

While it remains the government’s intention that a school’s budget should be set on the basis of a single national formula, in 2018 to 2019 and 2019 to 2020, local authorities will continue to determine final funding allocations for schools through a local formula. In 2018 to 2019 and 2019 to 2020, the national funding formula will set notional allocations for each school, which will be aggregated and used to calculate the total schools block received by each local authority.

There are a number of significant changes to the funding system this year: 

(i) The central school services block (CSSB) has been created. Local authorities will be allocated funding for central school services through the new CSSB. This will comprise funding for ongoing responsibilities and a cash sum for historic commitments. The DSG therefore now comprises four blocks: schools, high needs, early years and the new central school services block.
(ii) Each of the four blocks of the DSG will be determined by a separate national funding formula. National funding formulae will determine local authorities’ schools, high needs and central school services
 blocks for the first time in 2018 to 2019. Funding for early years has been allocated through a national funding formula since 2017 to 2018. 

(iii) Baselines have been adjusted to take account of local authorities’ most recent spending patterns. We have undertaken an exercise with local authorities to ‘re-baseline’ the blocks of the DSG for each local authority. This enables the Department to ensure that the national spend on each block in 2018 to 2019 (the totals distributed through the schools, high needs and central school services formulae) reflects the pattern of 2017 to 2018 planned spending by local authorities within their overall DSG allocation, and that local authorities are protected against what they planned to spend in 2017 to 2018 on each block.

(iv) Within the schools block, the Government will provide for at least a 0.5% per pupil increase for each school in 2018 to 2019 through the national funding formula. Local authorities’ schools block allocations will be calculated by aggregating schools’ notional allocations under the national funding formula, and these notional allocations will reflect these increases. Schools block allocations will be expressed as separate per pupil primary and secondary rates for each local authority. They will also include funding at local authority level for premises, mobility and growth, based on historic spend.
(v) The formula will provide local authorities with per pupil funding of at least £4,800 for all secondary schools that have pupils in years 10 and 11 by 2019-20. A new factor will be allowed in local authority formulae so they can set a transitional amount of per pupil funding in 2018 to 2019, as a step towards £4,800 in 2019 to 2020.

(vi) Within the high needs block, the Government will provide for at least a 0.5% overall increase in 2018 to 2019 through the high needs national funding formula. The high needs block will be protected against 2017 to 2018 baselines, subject to some adjustments explained below in paragraph 150.

(vii) The minimum funding guarantee (MFG) for schools will continue, but local authorities will have the flexibility to set a local MFG between 0% and minus 1.5% per pupil. In past years, the MFG has been set at minus 1.5% per pupil.  In 2018 to 2019, we’re introducing flexibility for local authorities to set a local MFG between 0% and minus 1.5% per pupil.  Local authorities can use the flexibility to offer higher levels of protection locally.
(viii) The schools block will be ring-fenced from 2018 to 2019, but local authorities will be able to transfer up to 0.5% of their schools block funding out with the agreement of their schools forum. Local authorities will be expected to demonstrate to their schools forum that they have consulted locally with all maintained schools and academies when seeking agreement to transfer any funding out of the schools block. There will be an exceptions process, which will require Secretary of State approval, for considering transfers above the 0.5% limit and/or where the schools forum is opposed to the transfer. Whilst the other blocks are not subject to limits on transfers, local authorities will be strongly encouraged to consult their schools and agree with their schools forum any other proposal to move funding between blocks. 

There are a number of other smaller changes to the calculation of the schools and high needs blocks in 2018 to 2019:

(i) local authorities can now use both current free school meals and “ever 6” free school meals measures within their deprivation factors (previously they have been able to use one of these measures, but not both);

(ii) we will be increasing the Pupil Premium Plus rates for 2018 to 2019 rather than including a looked-after children factor in the national funding formula. Local authorities will want to consider whether they reflect this in their local formulae;
(iii) local authorities will no longer need to request a disapplication to increase pupil numbers where there is an increase in a school’s admission limit or a local reorganisation;

(iv) we have included an explanation of adjustments to school budgets relating to excluded pupils, at paragraphs 78 to 93, because we receive many enquiries about this issue;

(v) there will no longer be a deduction to schools block pupil numbers for high needs places in mainstream schools. Instead, the school’s budget share (or the equivalent academy funding) will be determined on the basis of the total number of pupils on the roll of the school, including those in the special unit or resourced provision. An adjustment has been made between the high needs block and schools block for each local authority to reflect this change. The 2017 to 2018 baselines and 2018 to 2019 minimum funding amounts table published alongside this guidance explains the adjustment for each local authority. The balance of funding for this kind of special provision will come from the place funding decided in accordance with the local authority’s commissioning decisions, and the top-up funding for individual pupils. The place funding will be £6,000 per place where the place is occupied by pupils in years reception to 11 on the roll of the school at the time of the October school census return. Places not filled by such pupils will still be funded at £10,000. Further information for local authorities on this change will be included in the high needs operational guide;

(vi) we have included an clarification of the approach taken where an academy that is funded on estimates is expanding to meet basic need growth within the local authority. Please see paragraph 95.

SCHOOLS FORUM


17th January 2017
National Funding Formula

	Lead Officer
	Richard Morgan

	Contact details
	01225 395220 e-mail Richard_morgan@bathnes.gov.uk


	Forum asked to decide / steer / be informed
	Be Informed

	Time Needed
	15 Minutes


Introduction

The DfE have confirmed their commitment to introducing a National Funding Formula (NFF) for schools and have also confirmed their plans to reform the overall funding regime of the LA through the Dedicated Schools Grant (DSG).
Recommendation

To be aware of the implications when setting budgets for 2017-18 and

To consider how to respond to the consultation
T

Report

The DFE have issued 2 separate consultation documents on the process: 

1. for the NFF

Schools national funding formula - stage 2 - Department for Education - Citizen Space
2. for the High Needs Formula

High needs funding reform - stage 2 - Department for Education - Citizen Space
The consultations include the creation of a 4 block funding regime to cover Schools, High Needs, Early Years and a new Central Services Block.

All the impacts set out in this paper take the Baseline exercise carried out by the DFE in March 2016 as the starting point for the comparisons. This baseline exercise has been reconciled to the budgets held on Agresso for the DSG elements of the P&C cash limits.  
The deadline for responses is 22nd March 2017 (I day after the next Forum meeting) 

Impact of the proposals

The NFF- Schools Block

1. The consultation sets out the plans to introduce the wide NFF with a set of funding factors and funding rates set out in the document (link) above.

2. The formula would start to fund LA’s and Schools from April 2018

3. The consultation sets the estimated funding each school could expect under the new formula

4. In Bath and North East Somerset the impact of the formula is generally positive, the table below shows a summary of the estimated impact

	Sector
	Schools with estimated Increase in budget 
	Schools with estimated Decrease in budget
	Overall Increase
	% Increase

	Primary
	53
	8
	£3,279,000
	7.11%

	Secondary
	11
	3
	£1,836,000
	3.86%

	Total
	64
	11
	£5,115,000
	5.46%


Other: 2 studio schools not included due to no historic data available

Spreadsheet attached as appendix shows school by school gains and losses. There are a few minor anomalies that may affect the exact final outcome.

5. The increases and decreases will not necessarily be immediate as a complex set of floor and cap on gains is proposed.

6. In the first year the net gains amount to Primary 2.19% and Secondary 2.04%
High Needs

1. The High Needs Block uses a formulaic approach to defining the funding for each LA

2. LA’s are protected with a cash floor based on the baselining exercise completed in March 2016

3. Bath and North East Somerset is protected to this baseline floor so it is anticipated that there will be no increase in resource for some years. (no detail is provided yet as to the gap between the new formula and the floor we are funded on )

4. Pressures on SEN are significant and the DSG carry forward will struggle to contain the pressures for more than a few years. The combined effect of increasing demand and static (or in real terms falling) funding could become a significant risk for the LA.

5. The DFE is providing LA’s with a new revenue grant to support a review of provision. Our allocation is £74k one off allocation.

6. Capital Grants and Free School applications will be available to extend specialist provision in order to contain budget pressures.

Early Years

1. New funding allocations have been provided to support the enhanced provision from 15 to 30 hours for many 3 and 4 year olds.

2. Increased funding has also been provided for 2 year olds 

3. A new formula has been created to provide additional resources to providers and nurseries.

4. In B&NES the additional resources are being modelled against anticipated demand and it is anticipated that there will be sufficient funding to support the new rates advertised by the DFE.

5. The regulations allow up to 5 % of funding to be used to support the administration of the scheme and the possible increases in SEN support required.
Central Services

1. The DFE have created a new central services block to support the ongoing functions supported by the DSG that do not fall into the other 3 blocks e.g. the virtual school for looked after children.

2. A formula has been created based mainly on pupil numbers and protection of historic spending (based on baselining exercise)

3. Initial calculations suggest a small £11k gain from this process in 2018-19.

Summary

Overall the proposals look reasonably favourable to the education provision in B&NES, though the prospect of limited future increases in high needs funding will prove difficult as pressures continue to rise. It must also be noted that the figures included in this report are part of a consultation and there may be changes to the final figures prior to the NFF being introduced.
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Appendix 3








� For the ongoing responsibilities element of the block only. 





