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1.  Introduction

1.1   The paper presented to the Forum in October set out options in principle for how the new formula could be introduced over a four year transition period, in two phases. Two levels of overall budget were also considered.  The Forum again expressed reservations around the new arrangements and felt an evaluation exercise to examine the practical operation of the pilot phase should be conducted before committing to the phase 2 implementation. 
1.2   The October paper also described how the current level of uncommitted Units budget, some £1.3m, could be used to help phase in the new arrangements and provide a degree of funding protection for existing units and pupils currently being supported.
1.3   This paper sets out in detail a proposed budget allocation for the Pilot phase, covering both a first year, which would provide the basis for an operational evaluation, and subsequent years if the implementation were continued for those schools. 
1.4   In view of the above, it is not necessary at this stage to spell out in detail the proposals for a phase 2 implementation. These may well be influenced by the pilot evaluation. But the pilot model as set out gives a helpful first impression for what might represent possible approaches to phase 2.
1.5   Some discussions with potential pilot Lead schools are still ongoing, and the final list of schools that are in a position to start full operation, currently 29, may need to change. Furthermore a final list of possible phase 2 Lead Schools is also some way from being finalised, but is expected to be in the range of 85-100, and the outline funding options are based on this range. 

2.    The New Formula 
2.1 Based on the earlier work and discussions at the Forum, a formula basis for Lead schools was devised made up of the following components:
i) a fixed lump sum, the same for every lead school. This is currently set at a minimum of  £10,000, but can be increased if the total number of lead schools remains below 90.
ii) An amount based on the pupil population of the cluster(s) served by the lead school - £1.04 per pupil. Again this is the same rate for all lead schools, but the sum produced will vary according to the size of area covered by the lead school.

iii) A further amount based on the pupil population of the cluster(s) served by the lead school, but the amount per pupil depends on the need type supported, as shown in Table 1 below

Table 1
	Need Type
	Autism
	SPLD
	SLCN
	PD

	Cash per pupil within the lead school’s area
	£13.54
	£6.28
	£14.48
	£6.78


iv) For Visually Impaired (VI) and Hearing Impaired (HI) lead schools, element (iii) above will not apply and instead amounts will be allocated based on assessed individual pupil need.

Based on current pupil numbers, applying this formula produces the formula shares for each lead school shown in Appendix 1, column D
2.2 Appendix 1 also shows, in column A, each lead school’s starting position in the current year. For new lead schools that did not previously have units, there is no existing budget, unless the school is currently in receipt of VSCN money for individually named pupils. For existing units, column A includes both the unit funding, and any additional VSCN money received by that school.
2.3 The new funding proposals will remove the former VSCN category and pupils formerly supported via this specific financial allocation will in the main in future be covered by the new population-based formula funding. It has previously been agreed that there will be a few exceptions under the new arrangements – certain medical conditions for example, and these will need to be defined to ensure future consistency. 

2.4 It has also been agreed that in moving from the current arrangements to the new formula, funding will need to be adjusted during the transition period to ensure that the financial support for existing VSCN pupils in other schools is maintained until the new lead schools are fully funded and take on full financial responsibility for them.
2.5 Table 2 sets out a summary of the current and future allocation of the £14.2m budget for Unit and VSCN pupils.


Table 2
	
	2008-09 budget
	Future

position

	
	£m
	£m

	Units
	9.6
	

	Lead Schools
	
	12.6

	VSCN pupils
	3.3
	

	Medical & other exceptions
	
	1.6

	Pilot setting up allowances
	1.3
	

	TOTAL
	14.2
	14.2


2.3   Table 2 shows that the current level of committed allocations going into 2009-10 is only £12.9m and until the full formula is applied to all lead schools there is potentially up to £1.3m available uncommitted.  That £1.3m provides the funding to facilitate transitional arrangements, described in section 3 below. 

3.
Phasing in of the Pilot schools
3.1
All pilot schools have already undertaken a self-evaluation of readiness to deliver, and have received one-off setting-up allowances of £39,325 each in the current year.
3.2 In order to provide an appropriate budget for Lead School operation from April 2009, the following funding arrangements need to be put in place for year 1, 2009-10
· Sufficient funding to support existing pupils already in units; these may be of any need type, not just of the type designated for the new lead school;
· Funding to enable the lead school to start admitting new pupils according to their new designation, this may need to cover pupils admitted to their own or other schools in the partnership(s) for which they are the lead school; 

· Funding to enable lead schools to develop outreach support.
3.3 To achieve this there are several options available in formula funding terms, but with an eye on achieving predictability and simplicity, and if the pilot continues to full implementation, to achieve a reasonably quick transition to the full formula, the approach set out below is proposed:-
First Year  2009-10
· New lead schools receive 25% of their full formula entitlement, or  £40,000, whichever is greater
This provides a sufficient useable sum to make some initial staffing changes and begin to make new provision arrangements

· Existing units will receive the higher of either –

- 75% of their existing allocation (incl. VSCN) plus 25% of their new allocation, or
- Their existing allocation (2008-09 basis inflated).
This ensures no disruption to current levels of support and because some existing unit and VSCN pupils will leave in July 2009, releasing funds/staff time, each unit will gain some potential new funding flexibility.
Appendix 1, column B  sets out the provisional allocations that each pilot lead school would receive under this proposal .
Second Year  2010-11
· New lead schools receive 50% of their full formula entitlement, or £40,000, whichever is greater

· Existing units will receive the higher of either –

- 50% of their existing allocation plus 50% of their new allocation, or

- Their 2008-09 allocation (incl VSCN) adjusted for July 2009 and 2010 leavers plus up to 50% of the new allocation (but limited to maximum equal to Year 1 allocation).
These second year arrangements move lead school funding closer to the full formula, but continue to protect exiting commitments

N.B. In addition to the new formula allocations, schools may also receive earmarked funds for new placements of named pupils covered by the new exception criteria, eg medical cases, as referred to in paragraph 2.3 above.
3.4    Subsequent years
At this stage there are no further detailed proposals beyond 2010-11 since further implementation will be subject to the pilot evaluation. The next section of this report sets out a proposed timetable for subsequent decisions. If, however, the above arrangements were to continue beyond year 2 with a view to full implementation, it can be seen that there is a potentially logical progression to move in year 3 to a 25% old basis, 75% new basis, with full 100% implementation of the new formula in year 4.

A similar 4 year phased approach could also be applied to phase 2 schools. Whilst the pilot phase can be accommodated within existing funds (if these proposals are accepted), full phase 2 implementation could require some temporary one-off funds to support a transition, depending on final proposals.
3.5
Alternative approaches
The approach described above would consume in the region of £13.4m of the available budget in both year 1 and year 2. This represents an increase in the funding to support these pupils of £0.5m above current levels, but is clearly within the total budget available and would enable a small reserve to be accumulated to contribute to the setting up costs of phase 2. 
A more generous option for funding the pilot period could involve using higher percentages than 25% and 50% for the share of the new formula in years 1 and 2 respectively, but might require a level of funding above that available in the current base.
A lower cost option would require allocating lower sums to new lead schools in their first and second years, and/or further limiting the increases made available to existing units.
4.
Future Timetable and Evaluation
4.1 The above proposals would provide a sound basis for introducing the new formula for an initial year. Those funding levels should not cause disruption to existing provision, but will provide some increased funding to facilitate the development of new partnership-wide collaborative arrangements and meet the support needs of new pupil placements.
4.2 Evaluation of that first year could begin during the summer of 2010 and continue into early autumn, aiming to report in time for lessons learnt to be incorporated into any necessary changes for the 2011-12 financial year.
4.3 Subject to emerging views, phase 2 schools could be preparing for their first year of implementation in the autumn of 2010 and receive funding from April 2011. 

4.4 Existing pilot schools could complete their four-year transition by 2012-13 and phase 2 schools by 2014-15, unless shorter transition times were subsequently agreed.

4.5 Final decisions on the funding formula would need to be taken by the Forum by January 2011, and also on any further modifications to the full transitional roll-out for phase 2. This round of discussions and decision-making would also involve finalising the total budget ‘pot’ for all lead schools, including any temporary use of one-off reserves to support transition.

Appendix 2 sets out this outline timetable in graphical form

5.   Recommendations

It is recommended that the Forum:-

i) Agrees to apply the formula set out in paragraph 2.1 to the pilot lead schools; 

ii) Agrees to the modification of that formula in years 1 and 2 as set out in paragraph 3.3 in order to provide a smooth introductory transition

iii) Asks for an evaluation report to be produced in the autumn of 2010 together with proposals for full implementation, including phase 2 from April 2011
Summary :  


This report follows on from the October meeting when it was agreed to proceed with a first phase pilot of the new funding formula for Lead Schools. This paper consults the Funding Forum on the formula to apply to the pilot Lead Schools, and sets out a timetable for evaluation and the subsequent phase 2 implementation.








