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This report provides members of the Schools’ Funding Forum with an update on the formula reviews that will be taking place during over the next two years.

1 Introduction

1.1 The Schools’ Funding Forum will already be aware that in 2007/08 we undertook a comprehensive review of the primary and secondary schools’ delegated formula budget.  The review considered each element of the formula with the primary aims to simplify the formula whilst maintaining stability for all schools.  In total 29 changes were proposed which all schools had the opportunity to comment on via a consultation during the latter part of 2007.  Members decided to implement the majority of these proposals for the 2008-09 financial year schools formula budget.
1.2 There are a couple of outstanding issues from this formula review that will need to be considered in more detail during 2008/09.  They are AEN challenging circumstances funding and one-off contingency funding for federations, both of which have been charged to the Delegated Formula Funding Group to draw up some proposals.
1.3 The following formula budgets now need to be reviewed:
· Special Schools

· Early Years

· Units funding attached to mainstream schools
· Post 16 funding
1.4 For each of these independent reviews we have provided details of the timescales and the key issues for the Directorate from a finance perspective.

2 Special Schools
2.1 There are three separate reviews required affecting special schools and they can be categorised as follows:

· Residential Special Schools - All

· Behaviour, Emotional and Social Dysfunctional (BESD) - day element 

· Profound, Severe and Complex Needs (PSCN) - day element

2.2 The residential special school review has already commenced following the Schools’ Funding Forum approval to increase the funding of Valence Special School.  This decision was specifically to address additional staffing requirements as part of the care order.  Other residential special schools are now completing an exercise to map provision of residential care staffing costs based on their maximum capacity.  This is important as each residential care school is unique, providing for different special school needs types. 
2.3 There are three BESD special schools in Kent; Goldwyn, Portal House and Furness.  Two of these schools are reporting financial difficulties and they have stated in recent communications with the LA that the current level of funding does not cover the costs of the appropriate levels of staffing.

2.4 There are twelve PSCN special schools in Kent.  When the original funding formula was introduced it was always agreed by the Cabinet Member that a review would take place to ensure that PSCN schools were being appropriately funded. 
Timescale: 
2.5 All three special school reviews will take place during 2008-09 and must be completed by December 2008 at the latest so that any recommendations for change can be taken to the January 2009 Forum meeting.
Issues:  
2.6 The Schools’ Funding Forum has already agreed to the use of £1m headroom to support the on-going costs of the implementation of the special schools review.  As it has been mentioned in the past, the 2009-10 financial year is the tightest of all three years in the CSR period and therefore if the reviews could not be funded from within this funding; it would be difficult to implement any changes until future years.

2.7 The review will need to involve staff from Finance, AEN&R and the Advisory Service, along with staff from the special schools and we have agreement from SMT colleagues to release appropriate staff to support these reviews.
3 Early Years
3.1 In June 2007, the DCSF published their key decisions affecting school funding for the 2008-11 CSR period.  Included within this document were the following statements:

3.1.1 From 2009-10 all local authorities will be required to introduce consistent pupil counting between the maintained and PVI sectors. 
3.1.2 To support the extension to 15 hours and increasing flexibility of the free entitlement to high quality early years education and care, local authorities will be required to develop and introduce a single local formula for funding early years provision in the maintained and PVI sectors over the next two years and by 2010-11 at the latest.
3.2 The LA is in the process of establishing an early year’s sub group which will be an official sub group of the Schools’ Funding Forum.  One of the task the group will be involved in is to review the various options for a local formula before a formal consultation to all early years’ providers is launched.
Timescale: 
3.3 The new formula needs to be agreed by Members before January 2010.  Therefore we are currently pulling together a project plan which will lay down the key milestones that will need to be met in order to achieve this deadline. This plan will be taken to the Early Year, Childcare and Extended Schools sub group of the Kent Children’s Trust in September following Forum discussion in July. We will continue to bring regular updates to the Forum on progress with this project.
Issues: 
3.4 The funding for the free entitlement for 3 and 4 years olds currently comes from the Dedicated Schools Grant (DSG).  In January 2008, representatives from the PVI sector attended the Forum following an exercise undertaken by the LA to analyse their costs.  They were unsuccessful in securing additional funding from the DSG and this issue may arise again in the future.

3.5 Whilst additional funding of circa £8m has been provided for the increase from 12.5 to 15 hours per week, for 2010/11, the DCSF have also provided circa £2m in 2009/10 to enable us to commence the roll out to the 25% of the most disadvantaged pupils.  This is likely to have implications for the Management Information team who process the payments for PVI providers.  A meeting to discuss the targeting of this funding and the practical issues around processes and systems is being arranged for July with key staff from Early Years, ASK, Management Information and Finance. 
4 Units Review
4.1 Back in November 2007 the LA wrote to all schools informing them that in agreement with the cabinet members we had delayed consultation on changes to unit funding for a further year. In that letter we told schools that the proposals agreed for phase one will proceed as a pilot with some realignment of existing central funding arrangements. Consultation on phase two proposals will commence and outcomes will be informed by the evaluation of phase one. Future funding proposals will also be considered in light of the outcome of phase one prior to full consultation with schools next year.  
4.2 The phase one pilot formula consists of a lump sum of £39k per school.  In total there are approximately 37 schools in this pilot and this equates to total cost of £1.4m all of which has been identified within existing school funding.  The phase one pilot is due to start in September 2008.
4.3 The phase two rollout is due to start in September 2009 and would involve approximately a further 68 schools.  This equates to a further cost of £2.7m.  Whilst some of this cost will be met from savings on VSCN funding and existing units, there is still an estimated funding gap of approximately £2m.
 Timescale: 
4.4 The phase one pilot is due to commence in September 2008 with phase 2 due to be rolled out in September 2009. 
Issues: 
4.5 We have some very difficult issues with this particular topic. Members are very unlikely to provide any additional funding to top up the DSG given existing County Council policy.  One option would be to top slice existing school SEN/AEN funding to support the rollout of phase 2.  As Forum members are aware, we have already issued indicative school budgets for 2009/10 and 2010/11 and a top slice would result in lower funding for schools.  It is also the case that such an adjustment to previously issued budgets cuts right across all we have done to try and ensure stability of 3 year budgets and encourage schools to plan on a 3 year basis.
5 Post 16 funding
5.1 Following the recent consultation “Raising Expectations” which the Authority has submitted an official response, a number of proposals relating to the future of post 16 funding were included.  Until decisions are published it is difficult to comment at this stage on what additional work might be required but it is clear that this work will begin in 2009 as shadow arrangements with LSC are going to be needed.
6 Required

6.1 Members of the Forum are asked to note the formula reviews that will be taking place over the next two years.

