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1. Background

1.1. On 25 January 2008, the Schools’ Funding Forum (SFF) reviewed the formula review consultation results and made a number of recommendations to the LA on changes to the local formula for primary and secondary schools.  In relation to challenging circumstances funding, the results of the consultation suggested that schools wanted to retain it within the local formula.

1.2. However, with the changes to the AEN section of the formula last year, the SFF recommended that this element of the formula should remain unchanged and that further work should be undertaken during 2008-09 for changes in 2009-10.  The SFF delegated the responsibility for this review to one of its sub groups, the Delegated Formula Funding Group (DFFG).

1.3. The challenging circumstances funding in total is £2.2m and is part of the additional educational needs (AEN) section of the formula.  It has historically been targeted to the 60 primary and 20 secondary schools deemed to be the most challenged.  The formula used in 2007/08 that has subsequently been frozen determines “challenge” using an indexed rank score made up of prior attainment (75%) and the traditional basket of social indicators (25%).
2. Options Considered
2.1. DFFG have met a number of times during the last year to look at and consider the sources of data that could be used in a new formula.  The main options considered by the group were as follows:

· Distribute 80% Mosaic and 20% on other AEN indicators (number of EAL, LAC and Traveller pupils).

· Distribute 100% Mosaic

· Do nothing and continue to freeze the formula for a further 2 years until the start of the next CSR period.

2.2. DFFG discounted “the do nothing option” as it did not address the SFF brief, it continued to distribute funding to schools on old data and finally it delayed what the group considered were the inevitable changes that would be required.

2.3. Initially, DFFG favoured a formula which distributed 80% on Mosaic and 20% of AEN proxy indicators.  The group moved away from this for two reasons.  

· Firstly, the formula was incredibly complicated and therefore difficult for schools to predict their likely funding from one year to the next 

· Secondly it caused some concerns from the point of equality.  The group felt that the “additional challenge” for schools from the three different pupil groups were not equal however we had no hard evidence to justify a difference in funding levels.  In the formula within the AEN section, the three AEN indicators all attract exactly the same level of basic funding per pupil.  On a related issue, DFFG believe that further work should be undertaken in readiness for the next CSR period around the varying levels of support EAL pupils require.  

2.4. DFFG’s recommendation is that in future, challenging circumstances funding should be distributed to schools entirely using Mosaic data.  In effect, the funding will be targeted at only those schools with the highest deprivation score by setting a threshold.  Only schools whose Mosaic score exceeds the threshold will receive additional funding.   
2.5. As with any formula change, there are winners and losers.  Attached at appendix 1 is an extract from the detailed modelling spreadsheet (based on 100% Mosaic) that shows the top 10 gainers and top 10 losers.  The names of the schools have been removed.

2.6. The modelling that we have undertaken suggests that the additional cost to the minimum funding guarantee (MFG) from protecting the losers is estimated at just over £600k.  On the overall pot size, this is considered high. The actual MFG cost will not be known until 2009/10 budgets have been finalised.  Members of the SFF are reminded that any MFG cost would need to be found by reducing the overall pot size as all predicted headroom has already been distributed and reflected in the 2009-10 indicative school budgets. 
2.7. As this change affects less than 50% of Kent pupils, the SFF has the power to exclude this element of the formula from the MFG calculation which would therefore offer no protection to the losers.  This would obviously save the £600k+ MFG cost mentioned above and enable the full pot to be distributed to schools.  
2.8. Whilst DFFG acknowledge that all changes to the formula last year were protected through the MFG, they are mindful of the need to distribute the full pot and would recommend to the SFF that any change to this part of the formula should be excluded from the MFG calculation on the basis that schools should not continue to be rewarded on their historical data sources.
2.9. To minimise the impact at school level, DFFG recommend that the change to the formula should be phased in over three years, with full implementation in 2011/12 (i.e. In 2009/10 1/3rd new formula and 2/3rd old formula, 2010/11 2/3rd new formula and 1/3rd old formula).
3. Summary

3.1. DFFG are recommending to the SFF that the challenging circumstances formula should be changed to fully distributing the pot (£2.2m) using Mosaic data, with a phased move to the new formula over a three year period.  They are also recommending that this element of the formula should be removed from the MFG calculation and therefore any reductions in funding would not be protected.

4. Required
4.1. Members of Schools’ Funding Forum are to consider the DFFG recommendations.

4.2. If members of Schools’ Funding Forum are mindful to change the formula for 2009-10, they are required to make a recommendation to the Cabinet Member for Operations, Resources and Skills.
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