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	summary OF REPORT:

Two working groups of Special School representatives have been working with LA officers for the past year, as requested by the Forum, to fully review all aspects of the Special School Funding formula. This report summarises their work and the new formula that it is proposed to consult on. The proposals would require a significant increase in the share of DSG to be allocated to the 24 special schools, assuming the numbers of places required continues at its present level, or continues to increase. The report identifies some implementation options that could be included in the consultation in order to provide schools with a view of the impact on their individual budgets.


1.      Background 

1.1 Special schools had been seeking a full review of their funding formula for some time. A high level of frustration had built up with the complex funding arrangements introduced following the earlier Special School Review that had led to the school re-designations and changes of function over recent years. 

1.2 The perceived unfairness and inadequacy of funding has led to a strained relationship, with the local authority finding it difficult to exercise its role as admissions authority, without entering into negotiations on funding at individual pupil level.

1.3 A working group comprising six headteachers and two governors was established a year ago, which has met 11 times. An additional group of 4 headteachers representing residential schools was also established which has met five times.

1.4 The contents of this report summarise the conclusions and recommendations of the working groups. Subject to the views of the Forum and Local Authority, this will form  the basis of a formal consultation with Kent schools prior to proposed implementation in April 2010

 2.
 Changes to the Special School Formula 
2.1 For special schools the main difference to the mainstream school formula is the use of planned places instead of actual pupil numbers to determine the major element of funding. The use of planned places is intended to offer some stability in funding for the schools, since even the loss of two or three pupils would otherwise have a significant financial impact..

2.2 The basis of funding levels for each place has become overly complex. Depending on school status, places may be funded partially on the pre-redesignation rates that were based on an audit pre-2004, partly on post-redesignation rates, and partly on a series of individual exceptional pupil need (EPN) assessments. Schools not only found the calculations impossible to understand, but also could not make any informed assessments of future funding levels for forward planning.

2.3 The individual funding rates that apply within these three methods are out of date, and bear little relationship to current needs. Furthermore some need type descriptors used for funding (eg communication and interaction) are not the same as those used for all other purposes both in Kent and nationally (eg MLD, SLCN etc). 

2.4 The main change proposed, therefore, is to cease using the SEN need type descriptors currently in use for funding, and instead base funding rates on the standard national descriptors. Additionally pupil place funding will reflect the actual pupil need types in school, and will no longer be based on a notional presumption about the types of pupil that will be admitted.  

2.5 The working group has developed a set of needs-led funding rates for each need type, based on what is considered to be the appropriate size of class groups, and the number of adults that should be with that class. This model then determines the total direct classroom staff funding requirement for special schools, and accounts for around 67% of the total funding formula. 

2.6 The new proposed rates for direct class staff support, when applied to the current count of pupils by need type, result in some very significant variances in funding distribution compared to the current pattern. It is this aspect of the review, therefore, which it is most critical to gain support for, as it allocates two thirds of the funding and is the factor which results in one school getting more than another even when pupil numbers are the same. The table in Appendix 1 highlights the changes and differentials between schools.
2.7 Other staffing requirements generally fall into two groups – those affected by the overall numbers of pupils and numbers of teaching & support staff – and those that are common to all the special schools regardless of size. To reflect this new rates have been proposed for place funding and lump sums. 

2.8 All other funding needs have been rolled up into standard allocations per place for all need types, together with a standard lump sum per school. The lump sum paid per school is around double the current lump sum. The working group felt the current lump sum was too small and that a smaller proportion of total funding should go into the variable place element. A larger lump sum relative to the variable elements will promote stability by reducing the variation in funding when place numbers changed. Therefore although some schools receive less per place under the proposal (Appendix 1), this is largely offset by the larger lump sum.
2.9 For residential schools the review has now properly separated the costs of providing residential weekday places only, from those that are additional when pupils are resident over the weekend. The residential place rates currently paid fail to make this distinction adequately, possibly because they reflect former practice when residential provision was more or less prevalent.

2.10 For the two schools making provision for weekend places on a fortnightly basis, the formula now provides a separate, additional rate to apply to weekend places, in addition to the weekday residential rate. The result is a formula allocation for Valence which more or less confirms the additional funding which has been temporarily allocated from contingency pending this review, following critical Ofsted reports on residential staffing levels. For Stone Bay a very significant increase is produced, because this school has the largest numbers of weekend places which had not previously been properly funded.

2.11 Overall the proposed formula will be much simpler, with fewer individual factors. Schools will see on one page the full calculation of their budgets using one set of place values. Modelling for forward planning will also be simpler.

3.
Setting Planned Places
3.1
In order to stabilise special school budgets and to be able to place pupils during the financial year without recourse to a large contingency provision, the number of places that each school is funded for needs to include some headroom. Currently in the region of £1m is retained in the schools contingency budget to meet the costs of in-year changes.
3.2
It is proposed to set the number of planned places each year on the basis of the actual numbers that the authority knows will be required, plus an allowance for in-year changes. Overall a headroom allowance of 2% is suggested. In return schools would be expected to accept new admissions during the year that took their actual numbers above the funded numbers, without any call on contingency. Again a figure of 2% is suggested as the threshold above which contingency would be triggered. As an example:

A school expected to have 100 on roll would have a budget based on 100 + 2% = 102 places. It would be expected to take new admissions during the year up to 104, ie 102 +2%. Contingency payments would only start at 105.

Current contingency provision could be reduced and would help pay for this increase in funded places.
4..
Budget and Impact 

4.1 In total the proposed new formula would allocate £56.54m. This is £5.516m more than the total indicative budgets for 2010-11 published last March. The changes can be summarised as follows:
Table 1 Showing Overall Effect of Proposed Formula Changes on Budget

	
	Day schools

£m
	Residential supplement

£m
	Total

£m

	Changes in formula values
	6.264
	0.616
	6.909

	Additional 2% places
	0.776
	-
	0.776

	Removal of protection
	-1.987
	0.153        
	-2.140

	Total net cost
	5.053
	0.463
	5.516


The current budget protection payments would no longer be needed where the new formula results in higher allocations than the old formula 
4.2
As with any formula change there are large variations in impact between schools. Appendix 2 lists the overall effect of applying the proposed formula in full, compared to the indicative budgets issued last March, and compared to the current 2009-10 budgets.
4.3
At this stage in the budget cycle, no firm decisions have yet been made about the deployment of any remaining DSG that is uncommitted in 2010-11. For the purposes of the consultation, it is suggested that a number of possible budget positions are modelled in order to provide some indication to schools of the potential impact on their budgets in 2010-11, and to help inform the budget debate later this term. 
4.4
The working group agreed that regardless of the overall budget possibilities, first priority should go to implementing the changes to the residential formula. All exemplifications that follow assume this is the case. It was also thought to be important that schools did not receive budgets next March which were significantly below the levels that they were given as indicative last March.  Exemplifications adopt the principle, therefore, of assuming that all budgets would be protected at that published indicative level. 
4.5
If funding is tight, it is of course open to the LA and Forum, to adopt a less generous approach to protected funding. It could be argued that schools were given clear figures in 2009-10 of the level of protected funding in their budgets, with no absolute guarantees of it continuing. Removal of that protection to more closely reflect actual levels of place occupancy could release more funding for those schools that stand to gain under the formula. In the interests of budget stability, however, this option is not recommended.

4.6
The options suggested, which are detailed in Appendix 3 are:

i) A total special school budget rise in line with overall DSG – cost £2.1m of which £1.5m has already been assumed in the indicative budgets issued, leaving a balance of £0.6m to assign to formula changes. 

ii) Apply the new formula initially at 90% of the new rates proposed. 

iii)
Allocate the full increase but phased from September 2010, so only 7/12 of the change is effective in 2010-11


The table below sets out estimated costs of these implementation options

Table 2 Budget Increases Needed for Implementation Options

	
	Increase above 2009-10
	Increase above indicative
	% above indicative

	Indicative budgets already issued for 2010-11
	£51,024,000
	-
	-

	Option i) based on DSG increase
	£51,700,000
	£641,000
	1.3%

	Option ii) 90% of new formula rates
	£53,790,000
	£2,762,000
	5.4%

	Option iii) Full formula from September 2010
	£54,748,000
	£3,724,000
	7.3%

	Full formula
	£56,541,000
	£5,516,000
	10.8%


All above options have been costed assuming no school receives less in 2010-11 than the indicative budget already issued.

5.
Consultation arrangements and Implementation

5.1
Subject to the views of the Forum, and those of elected members, it is proposed to issue a formal consultation document to all special school headteachers and chairs of governors in October, with a deadline for responses in mid-November. All mainstream schools will also be informed of the issue of the consultation, mainly for information, but it will be open to them to make comments if they wish.
5.2 The responses from individual schools will be reported to the funding Forum at its meeting on 27 November, at which a report on the budget options for 2010-11 will also be considered. It will be following the consultation and the Forum meeting in November that final decisions on the implementation of these proposed formula changes will be made.
recommendations 

The Forum is asked for its comments on the proposed content of the consultation paper, the key elements of which are :-

i) the needs-led model for determining place values
ii) the use of standard SEN need type categories in place of current local descriptors

iii) basing place funding on the actual mix of need types in a school, not assumed proportions

iv) the overall potential cost

v) options for implementation

vi) arrangements for budget protection

Subject to any specific comments on the above, the Forum is asked to support the issue of a consultation document based on the principles outlined in this paper.

