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To report DFFG’s recommendations on, and seek the Forum’s agreement to, the overall approach and content of the Consultation with Schools on changes to the mainstream formula to be undertaken this autumn 



1. Introduction
1.1. At its May meeting the Forum agreed to ask DFFG to review the formula with a specific focus on the following:


i) Simplify the current presentation by combining the various individual elements that make use of the same factors  - per pupil, mosaic, prior attainment etc

ii) Consider whether the overall current level of differential funding for SEN/AEN is right – too high or too low, and whether the broad pattern of distribution is about right, or whether schools facing the greatest challenges are still not receiving a sufficiently higher SEN/AEN premium to enable them to successfully address those challenges.


iii) Consider if a further overall simplification of the formula/presentation could be achieved.

iv) Assuming mainstreaming of some specific grants; SSG, SSG(P), SDG into the DSG goes ahead, this would be an opportune time to have a look at the distribution of these grants to reach a view on whether they should continue to be targeted or be redistributed amongst all schools on an equitable basis
v) DFFG also suggested, and the Forum agreed, to bear in mind previous decisions to keep under review the differential levels of funding between phases, and whenever possible to consider ‘narrowing the gap’ between KS2 and KS3 AWPU rates, and to reconsider the threshold at which curriculum protection takes effect for primary schools.
1.2. DFFG met on 2 July and again on 17 September for an all-day meeting to discuss options and has drawn up proposals. These are summarised in this paper and recommended as the basis for a consultation with all schools.
2. The Key Proposals 
2.1. A key principle adopted by DFFG was to consider each formula element or factor in turn purely on its merits, and not to be influenced by any impact on individual or groups of schools, or the turbulence that might be created. It was felt important that impact and transition should be considered at the end of the process, not at each interim stage. 

2.2. It was also decided that where current funding lacked a clear purpose or rationale it should be deleted as a specific factor and be pooled to create a pot for later redistribution

2.3. The proposals then fell into four categories as follows:
a. A more simplified format

b. Rationalise/simplify factors

c. Allocate former specific grants, now mainstreamed, to the proposed simplified factors above
d. Allocate the unallocated, pooled funds, bearing in mind the net effect of steps b) and c) above on phase and type of school
e. Consider Transitional arrangements
2.4. Simplification – some factors, such as Mosaic and prior attainment are used several times in slightly different ways and appear under different headings, for example under SEN, AEN, personalisation and practical learning. In most cases these factors are used to allocate funds differentially to reflect different levels of pupil need and should be brought together as such for presentation purposes. They represent, in effect, Kent’s own “Pupil Premium”. 
The budget template would then break down into four groups of factors
· Basic pupil funding – AWPU

· Differentiated pupil funding – “Pupil  premium”

· Premises factors

· Other/miscellaneous factors
A hard copy example of how this would work will be circulated at the meeting

2.5
Rationalisation – The simplification step above results in no changes whatsoever to individual schools’ budget shares. It is possible, however, to greatly simplify both the presentation and calculation of school budgets further by reducing the number of slightly different ways in which the same factors are used, or by deleting factors that are complex and/or time consuming to apply for relatively little benefit.
DFFG has agreed a set of recommended changes based on the above principles, and these are summarised in the Appendix, points 1 to 8.
2.6
Mainstreaming former specific grants. At this stage we await government confirmation of which grants will be mainstreamed. It seems almost certain that as a minimum SSG, SSG(P) and SDG will be included. 

These three grants are currently made up of the following four elements which DFFG recommend are treated as follows:-

a. Lump sums and allocations per pupil that are applied consistently to all schools in the same phase – DFFG recommends that these be added to the KCC lump sums and AWPU values respectively – effectively producing no change at school level; the amounts will simply be no longer identified separately
b. Allocations that were originally aimed at addressing various aspects of disadvantage or providing facilities/tuition for lower attaining groups – recommended that these sums are put into the unallocated pool and it will be decided later if they should be used to supplement the KCC ‘pupil premium’ factors or used to address some other element
c. Highly individual or school specific programmes/allocations which have ended, but remain ‘cash-protected’ because of the government’s grant prescriptions, e.g. EIC, LIG, BIP
d. Other grant elements that have been perpetuated by the MFG approach to these grants (previous year’s grant total per pupil plus MFG percentage), some of which have perverse results, for example if two schools merge.
DFFG’s recommended changes are contained in the Appendix, points 9 to 12.  The group also recommends that elements b, c and d be discontinued and the cash pooled for subsequent reallocation
2.7
Allocation of Pooled Funding  At this stage, after adopting DFFG’s recommendations for simplification and rationalisation there is a sum of £20m ongoing funding available for redistribution. It goes without saying that there are, therefore, large numbers of schools – in fact the vast majority – that have ‘lost’ funding compared to their current shares. By reallocating the £20m most of those ‘losers’ should see all or most of their losses reinstated; some may become ‘winners’. 

DFFG wanted the reallocation, however, to be undertaken on the basis of the principles and factors agreed for the main formula, and not by reference to any historical government grant allocations, many of which, even when first introduced, duplicated or conflicted with KCC’s own locally agreed priorities.
It is recommended that the £20m pool be considered for allocation as follows:-
Fund a new factor for EAL pupils who are new arrivals – see appendix, point 13

To rectify any inconsistencies or imbalances in the funding rates (e.g. where there is a primary/secondary differential for no clear established reason such as the higher Mosaic rate in secondary compared to primary)

To address any significant distortions caused by the rationalisation process (e.g. if a whole phase or group of schools all lose funding compared to current totals)

To alter the overall balance of funding between AWPU funding, and Differentiated (pupil premium) funding if the Forum so wished.  DFFG felt such a decision might best be left until the government’s intentions for its own Pupil Premium have been announced.

To address the funding gap between KS2 and KS3 AWPU rates.
Some options for consultation will be tabled at the meeting.  It has not been possible to model these in time for this paper since the DFFG meeting last Friday.

2.8
Transition It was the view of DFFG that the position of each individual school, and the approach to be taken to offering protection from budget losses, should be considered on the basis of the net “bottom-line” change only after taking account of all the above proposals. 

The view was that although some SDG elements in particular were know to be protected for a limited period only, it was only fair to give all schools reasonable notice of any significant losses, to enable proper planning and other staff change processes to be effected. DFFG recommends therefore that a full year’s protection (ie for the whole of 2011-12, and if possible up to August 2012) be considered if one-off reserves permit, otherwise budget gains can be scaled back to provide some protection for larger losses.
Thereafter it is suggested that the Forum uses its powers to suspend the MFG (if still in existence) to ensure that the agreed formula changes take effect and are not baulked by the external protection mechanism. 

3. Timetable
Following this meeting of the Forum, a full consultation with schools will follow. This will include an analysis for every school of the potential impact of the proposed changes. 
The results of the consultation will then be reported back to the Forum and elected members, in order for final member decisions (informed by the Forum’s view) to be taken in January. 
Before final decisions are taken at that time, we should know the outcome of the government’s consultation on their Pupil Premium proposals, and of the impact of the CSR on future levels of DSG.

4. Recommendation

The Forum is asked to:-

i) Agree that the simplification,  rationalisation and mainstreaming recommendations of DFFG be incorporated into a consultation document

ii) Consider and recommend what broad options should be modelled and consulted on for the distribution of the unallocated £20m.

iii) Agree the recommended approach to be taken to transitional arrangements 
Appendix

Formula Review Proposals – DFFG Recommendations
	
	
	Primary
	Secondary

	
	Simplification of the existing formula

	1
	Prior Attainment

(inc SEN/AEN, personalisation at KS2 and KS3 and practical learning at KS4)
	Distribute current SEN/AEN prior attainment funding plus personalised learning (currently KS2 pupils only) on Mosaic, across year groups R to 6  
	Distribute current SEN/AEN prior attainment plus personalised learning (KS3) and practical learning (KS4) on a flat rate (not weighted) to all pupils achieving level 2 or below at KS2 SATS, across year groups 7 to 11

	2
	Personalised Learning – Mosaic
	Distribute current personalised learning mosaic funding for KS2 pupils across all year groups R to 6
	Distribute current personalised learning mosaic funding for KS3 pupils across all year groups 7 to 11

	3
	Personalised Learning – AEN indicators (EAL’s, Travellers, LACs and Military children)
	Distribute current personalised learning AEN indicators funding for KS2 pupils across all year groups R to 6
	Distribute current personalised learning AEN indicators funding for KS3 pupils across all year groups 7 to 11

	4
	Non AWPU deduction for post 16 funding
	n/a
	Remove the current deduction for non AWPU funding and offset this against the removal of AWPU, Mosaic, AEN indicators and Grounds pupils for all post 16 pupils (exc. 16+ retakes)

	5
	Challenging Circumstances
	Base distribution of pot on % additional funding for AEN/SEN over AWPU.  Threshold to be determined following further modelling.



	6
	Workforce reform – Junior aged pupils with no AEN
	Remove factor and distribute total funding across AWPU year groups R to 6
	n/a

	7
	Insurance
	Remove insurance factors and distribute to schools via an increase to all schools AWPU rates £6.97 and the remaining balance via square meters within the premises section (subject to confirmation with KCC Insurance section)

	8
	Temporary Floor Area
	Remove factor with funding transferring to schools unallocated budget

	
	Mainstreaming of Specific Grants into the simplified formula

	9
	School Standards Grant
	Increase lump sum by £12,000 plus AWPU rate by £130 flat rate, across all year groups R to 6
	Increase lump sum by £12,000 plus AWPU rate by £130 flat rate, across all year groups 7 to 11

	10
	Schools Standards Grant (Personalisation)
	Increase AWPU rate by £14 flat rate, across all year groups R to 6

Distribute remaining balance previously distributed on FSM’s and low prior attainment on Mosaic, across all year groups R to 6
	Increase AWPU rate by £14 flat rate, across all year groups 7 to 11

Distribute remaining balance previously distributed on FSM’s and low prior attainment on Mosaic and low prior attainment, across all year groups 7 to 11

	11
	School Development Grant (SDG)
	Increase AWPU rate by £53.72, across all year groups R to 6 


	Increase AWPU rate by £53.72, across all year groups 7 to 11

	12
	School Development Grant (SDG) – Advanced Skills Teachers
	Remove factor and transfer budget to centrally retained (Learning Group).  Distribute to schools in future via a fixed lump sum per Advanced Skills Teacher FTE when commissioned by the Local Authority.

	
	

	
	New Factor

	13
	English as an Additional Language pupils (EAL’s)
	Introduce a new factor to recognise those EAL’s who are new arrivals, and fund them at a rate of £1,750 per pupil.  Snapshot each year based on annual census in January.  Fund from schools unallocated budget.
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