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This report details the responses to the Special Schools Funding Review consultation. The consultation proposals were well supported with key elements receiving the full support of every special school. The paper proposes full implementation of the recommendations, with some minor amendments, effective from September 2010. 



1. bACKGROUND
1.1
 The mainsteam schools’ funding formula was reviewed and updated in 2007. A review of the special school formula was long overdue. The expectations placed on special schools both in terms of pupil needs and of DCSF/Ofsted requirements had changed significantly over recent years. In a number of cases, ad hoc informal adjustments had to be made to individual schools’ budgets where funding patently fell short of the level needed to meet the specialised needs of pupils on roll and meet minimum statutory requirements. 

1.2
The Forum asked in 2008 for the review to be undertaken, informed by a working group of representative headteachers. Special school headteachers and governing bodies were relieved that the long-standing unsatisfactory elements of their funding system were finally being addressed. The formal consultation document issued last autumn represented the culmination of 12 months’ work undertaken by the group. It can be viewed at http://www.kenttrustweb.org.uk/Communication/special_schools_funding_consultation.cfm
1.3 There was a high level of response to the consultation from special schools:  22 out of the 24 schools responded in full to each of the issues raised. The other two schools indicated by phone agreement to all the proposals in principle. Six out of the 14 proposals were supported by over 90% of respondents, and the most critical proposals that are fundamental to a new formula received 100 % support. A post-consultation meeting open to all 24 schools was held at which any remaining issues were discussed and at which all those attending affirmed their commitment to supporting the proposals.
1.4 It is important to note that while most schools could still identify aspects of their provision which, inevitably, any broadly-based simple formula did not address in full, they were all prepared to sign up to the proposals in order to have a fresh start as soon as possible, and welcoming the overall sound basis, improved transparency and fairness of the approach.
KEY DETAILS

2. Summary of Responses and Key Issues Raised.

2.1 
Appendix 1 lists the consultation feedback questions and analyses numerically the responses to the consultation. Appendix 2 provides some examples of the comments made in connection with those issues which this paper goes on to consider further below. 
2.2
Robust process needed to classify pupils’ need type.

There  was 100% support for basing funding on individual pupil need types. However the most common point raised by schools was the need for a process that gave all heads the assurance that pupils’ needs had been assessed for funding purposes in a consistent way. This was fundamental to the success of the review and without an initial sound starting point for 2010-11, the method proposed would not fulfil the purpose. Neither would it avoid the need for further extensive pupil needs audits which headteachers and officers were adamant they wished to avoid. 
Since the close of the consultation period, a series of individual school visits have been made by officers, supported by special school headteachers from other schools, specifically to agree pupil need types and it is now accepted that a satisfactory starting as sought by the schools has been achieved.
2.3
Recognition of higher level BESD needs in B & L Schools
The original consultation recommendation was for all BESD pupils at B & L schools to be funded at the lower BESD funding rate.  Only BESD schools were to have some pupils funded at the higher funding rate in recognition of their higher support needs. Responses to the consultation argued that a significant number of the higher needs, higher ability BESD pupils that went on to the BESD schools at KS3 previously attended B & L schools in the primary phase and therefore the higher resource requirement should be equally recognised in B & L schools. 
The argument put forward is accepted as a valid one and it is proposed to amend the new formula so that 25% of primary BESD pupils in B & L schools are funded at the higher rate.
2.4
Transition to new funding arrangements – arguments for and against.

Question 12, 12a and 13 sought the views of schools in respect of transitional arrangements.   Not surprisingly responses reflected the individual circumstances of the schools. Generally, those that gained from the proposals felt that priority should be given to making sure that the formula is fully in place as soon as possible and were resistant to significant or extended periods of over-funding to help the ‘losers’ adjust. Schools that stood to lose funding sought more extended arrangements in order to better plan changes to staffing structures with the minimal amount of disruption. 
2.5
Broad-brush Principles of the Formula.

A number of respondents dispute the validity of cost assumptions made in the formula development as it does not match their own school’s position. It has to be recognised that no formula will ever capture the whole range of individual needs, situations or local decisions without an unacceptable (and unaffordable) level of bureaucracy and individual pupil audit.  It is unavoidable that formulae must be based on broad-brush averages, including notional adult-to- pupil class models and staffing costs that will not match individual schools’ experience or practice.  Schools then need to take responsibility for meeting pupils’ needs from within the finite but reasonable total resource available. Spending more than the formula allows does not per se constitute evidence of inadequate funding.
2.6
Proportion of ASD pupils.
The original proposal for funding ASD pupils included a higher rate for those exceptionally challenging pupils which in the main were placed at Stone Bay, but also to a lesser extent in C & I and PSCN schools. The 10% proportion proposed was felt by some schools to understate the actual numbers of such pupils they were currently supporting. 
Since the consultation, the individual school visits have confirmed that the total number of ASD pupils particularly in PSCN schools is at least 200 higher than schools’ original Plasc returns had indicated. Applying the 10% proportion of this much higher number will, therefore, automatically count more pupils for the higher funding rate. It is felt that the 10% is therefore a fair proportion and will identify in broad terms the numbers of higher needs pupils.  
2.7
Specific factors

A number of schools made specific reference to the unique factors within their schools;  these include hydrotherapy pools, costs associated with the uniqueness of their grounds, or buildings, the wear and tear or additional resources due to challenging pupils, and high costs associated with supplies and services associated with complex physical needs.
It is inevitable that a formula cannot reflect all the variances, as is the case too with the mainstream formula. In many cases the genuinely higher costs in one school are, however, offset by not suffering the higher costs experienced in another. The schools themselves have argued forcibly for a simple, robust formula that will help them to better plan ahead, by not having multiple variables and which will not give rise to constant data review requests. It is not proposed, therefore to add any further factors in addition to those proposed in the consultation, with the one exception below.

The PSCN schools plus Valance have need of hydrotherapy pools. These are relatively expensive to maintain and heat and therefore represent a significant additional cost that the other schools do not face. There is no difficult in identifying entitlement on that basis and it is proposed to make a single annual lump sum allowance of £5,000 per school as a notional contribution to those added costs.
financial implications

3.1 The increased levels of pupil need and complexities of SEN supported in special schools fully justify an improved level of funding for many need types compared to when the current formula values were set some years ago. Evidence from benchmarking data (as provided in the consultation document) demonstrated that other local authority schools making similar provision were on average better funded. Kent’s use of, and spending on, out-county places is significantly lower than comparator authorities. By providing more in-county specialist places we are undoubtedly making big savings compared to these much more expensive alternatives. This is particularly true of our residential provision.
3.2 If the recommended changes are not implemented there is a risk that special schools will increasingly be justified in arguing that they can no longer meet the needs of the most challenging pupils. Parental pressure and tribunal decisions will result in Kent having to increase its spending on out-county placements, further reducing the DSG available for Kent schools.

3.3 In maintaining this overall policy, and resisting out-county placements, the Kent special school population continues to grow and there is resultant commitment to cover the costs of growth in pupil numbers.  This has been included in the proposed use of the schools’ 2010-11 DSG increase referred to in the later paper on today’s agenda. 
3.4 The impact of applying the proposed formula, including the amendments listed above will be to require a further increase in the budget requirement of around 5% (£2.9m) in a full year.

3.5 For many of the schools the new formula coupled with rising rolls would generate significant budget growth - long overdue in their view - and in some cases urgently needed to avoid budget deficits. Schools could not, however, have anticipated the increases, and will use most of the funding for increased staff. In many cases recruitment could not feasibly be completed until September. Paying increases earlier could simply result in higher unspent balances. Some schools have argued they already have committed expenditure and are meeting it from balances and could spend the increases from April.
3.6 Table 1 summarises the implementation options. It is proposed that the new formula factors should be introduced from September 2010, resulting in the funding increases more closely matching the likely need-to-spend profile in most schools. The full effect would then apply in 2011-12. The Forum’s views are sought. Both options are affordable from the DSG headroom available with one-off reserves contributing to temporary phasing protection. 
Table 1
Timing of Implementation – costs of alternatives in 2010-11
	
	Implement April 2010 £m
	Implement September 2010 £m

	Base budget commitment
	52.5
	52.5

	Formula change
	2.9
	1.7

	New transitional protection
	1.5
	0.2

	Total
	56.9
	54.4

	
	
	

	Increase required for full year cost in 2011-12 
	0
	1.2


3.7 The overall cost of these changes could be reduced in 2010-11 (but not long term) by lowering the level of budget protection paid to some schools. Indicative budgets for 2010-11 include £2.1m of protection funding; this would reduce to £1.5m if the new formula is applied from April, coupled with a guarantee that no school receives less in 2010-11 than their indicative budget (unless numbers have changed significantly). Although some special schools do not support extended transitional arrangements, all would acknowledge the need to give any school reasonable notice of a significant budget loss to facilitate proper planned changes.

3.8 If it is agreed to implement the new formula in full from either April or September 2010, and offered transitional funding support through till September 2011, schools should have adequate notice of changes, and all protection arrangements could then be removed in 2012-13. 
3.9 The implementation costs above are based on current best estimates of the number of places required by September 2010. Additionally we have to continue to maintain a pupil growth contingency to pay schools for extra admissions during the year above the funded number. It is proposed, however, to a build a little headroom into the special school places budget in order to give them a more stable system for three-year planning. This should reduce the need to hold such a large contingency or make so many in-year budget adjustments, the resultant saving will contribute to the cost of the headroom.  
3.10 The proposals that schools have supported include this arrangement and a revised basis for funding further in-year growth. A pupil growth threshold of 2% above the funded place number will be set. Schools will only be eligible for additional pupil place funding in-year for pupil numbers above a threshold of 102% of the number funded. At the start of the year. 
recommendations 
The Forum is asked:
i) To support the implementation of the new formula proposals - consultation recommendations (appendix 3) and the amendments proposed in paragraphs 2.3 and 2.7. 
ii) To indicate its preference for the timing of implementation – April or September

iii) To support the extension of budget loss protection to August 2011

iv) To agree to exclude special schools from the Minimum Funding guarantee (MFG) arrangements so that the agreed transitional phasing and formula changes can take effect.
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