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	Summary

This paper reports on the government’s consultation on some interim changes to the way academies are funded prior to any new system likely to come into effect in September 2013. 


This consultation paper first describes the many drawbacks of the current funding arrangement, concludes it is unsustainable beyond 2011/12 largely because of the numbers of schools converting, and proposes change for just one interim year - 2012-13 - until a new system is introduced. That new system is expected to be determined by the other set of proposals for all school funding - see accompanying paper on today’s agenda.

The stated disadvantages of the current system and our comments on them are summarised in the table below. All the following comments appear to relate to the process whereby the YPLA replicate the LA formula for calculating the main part of an academy’s General Annual Grant (GAG), and then apply it to the academic year that starts 17 months after the LA’s formula applied to maintained schools.

	DfE Identified disadvantage
	KCC Comment

	The process used by YPLA to replicate the LA formula is not transparent. It is hard for academies to understand and is many months out of date
	This problem can be completely solved by relying on the LA’s calculations and publication format, applying them in the same time frame as for maintained schools, and not applying a lagged system

	The data used does not quickly reflect local circumstances
	If the LA calculations and data were used in the same way as for maintained schools, the system would be a whole 12 months more up to date

	There is a risk of error during the replication process
	We know this to be the case. If the LA data were used there would be no need for replication thus eliminating the potential for errors

	The process becomes more difficult with an increasing number of academies
	Increasing numbers of academies makes no difference to the LA process which is geared up to undertake the process for all schools and academies anyway

	It is not sustainable. Some authorities could find all secondary schools become academies and then they have no need of a formula
	Under the current system there would still have to be a formula as the LA would still receive the DSG for those secondary pupils. This extreme scenario is no reason to change the other 99.9%

	It is not administratively efficient. Replication is extremely labour intensive and may impose additional burdens for academies
	Of course it is inefficient. It is a totally unnecessary process that duplicates the work already undertaken by LAs who do it more effectively, efficiently and accurately because of their local knowledge and connections with the schools and academies which the YPLA do not have.


DfE identify three principles for an alternative method for the 2012/13 academic year:-

- it should enable a smooth transition to whatever new approach is introduced later

- it should ensure funding is equivalent between academies and maintained schools

- it should be transparent and easy to understand

The DfE Options are:-

1. Roll Forward - their favoured option. Academies would receive the same amount per pupil as in 2011/12. It is not made clear but we assume this means dividing the 2011/12 GAG formula element by the 2011/12 pupil numbers to derive an overall average budget per pupil, and apply that value to the 2012/13 pupil numbers. No other calculations or adjustments to be made.

This proposal fails to meet their second criterion - academies will not receive the same level of funding as an equivalent maintained school. It could be more or less. It would also mean that funding had even less relevance to the current pupil cohorts – something DfE criticize the current system for. DfE claim the advantage of this system is its predictability.
2. A new formula for academies only – in effect a trial run of a national formula for all schools.. Not favoured by DfE as it would result in budget shares that departed from those of their maintained neighbours.

3.LA Based Calculations DfE accept the obvious advantages but do not favour this as they claim it would result in academies receiving their budget notifications later than now. 

We don’t understand this comment, as they receive final budget notifications in March for September, this would appear to be the same time as maintained schools receive their budgets for April. Provided the budget basis was the same, ie based on January count and other data, the LA could still produce academy budgets in March .
Local Authority Central Spend Equivalent Grant (LACSEG)

The consultation makes no comments about the way this part of the GAG is calculated or operates. It merely asks if there are any changes that should be considered for 2012/13. 

This is astounding, given that it is the LACSEG element of academy funding, not the formula share element, that has given rise to so much complaint and criticism. DfE promised to review LACSEG 10 months ago when it was pointed out what an unfair and unaffordable additional supplement the current method gave academies. 

LACSEG is more complex, and less understood than the formula part of GAG, requires additional work by YPLA and yet receives none of the criticisms levelled at the process described for the formula share.

KCC Response

A formal KCC response has not yet been formulated and members are yet to confirm their views. Our response is likely, however, to recommend that for the formula share element, LAs should be responsible for issuing academy budgets in March – both the formula element and LACSEG. YPLA could just deal with those elements that LAs are not familiar with.  As far as LACSEG is concerned, the LA would wish to see the method corrected to include only those costs that fall on academies, and for the LACSEG allowance to be based on the most up to date assessments of an LA’s central spend, not as now on the level from two years earlier.
The Forum is asked to note the report, and to consider if it wishes to submit its own response
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