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	Summary:
	To review the current levels of contingency funding being provided to schools that reorganise and to consider the future process for distributing reorganisation funding in light of the recent review of the Balance Control Mechanism (BCM).




1. Background

1.1. Reorganisation funding is provided to schools for specific changes in their organisational structure.  The funding is one off and is provided to help the new school with the transition from the old structure.  Only organisational changes that have been approved by Schools Organisation Advisory Body (SOAB) attract reorganisation funding.
1.2. Reorganisation funding can broadly be grouped into the following categories

· Lump sum for transitional costs (inc. small school protection)
· Lump sum for set up of new classes

· Protection for staffing costs in initial years

1.3. New schools formed from the merger or amalgamation of two or more schools get to retain any accumulated reserves from the old schools.  Any such reserves are not classified as reorganisation funding and do not form part of the calculation of reorganisation funding.
1.4. Schools who qualify for reorganisation funding for protection of staffing costs do not receive the September rising roll contingency.

2. Current Reorganisation Funding Rates
2.1. The current funding rates applied to reorganisations are set out in detail in Appendix 1.  All of the funding rates are shown at 2009/10 levels and were originally set many years ago.  They have been uplifted annually to reflect the cost of living applied generally to school budgets.

2.2. In the past 3 financial years, the LA has seen a number of reorganisations brought about largely by the primary strategy.  Within this period we have paid reorganisation funding ranging from £45k to nearly £200k.  If reorganisation funding is provided to support the costs outlined in 1.2 above then it is difficult to justify some of the higher levels of funding being provided.

2.3. The LA is aware of some examples where schools in receipt of large one-off reorganisation funding have used it to maintain inefficient staffing structures, with there being a real risk that when the funding has been fully spent they will end up in deficit.

2.4. Attached at Appendix 2 are some worked examples to illustrate the overall levels of reorganisation funding currently being paid.

2.5. We currently calculate the value of reorganisation funding in advance of a reorganisation taking place as its one of the important pieces of information required by the various stakeholders.  We tend to pay the lump sums into the school bank account at the start of the reorganisation.  In the main, schools are given two complete financial years in which to spend this funding on the basis that it may take more than one year to decide on its most effective use.  The balance control mechanism allows schools in receipt of reorganisation funding to roll this proportion of their funding for up to 2 years.
3. Future Proposals
3.1. It is important in the planning stages of reorganisations that County Council Members, interim governing bodies and LA officers have certainty over the maximum level of funding available to them.  It is therefore proposed that we continue to calculate reorganisation funding on a formula basis. 
3.2. The distinction between amalgamation, mergers and new schools is unnecessary and the LA favours a standard approach which can be applied to all types of reorganisations.  It is proposed that the lump sum is set at an appropriate level to cover the one-off transitional costs.  It is very difficult to quantify these transitional costs as every reorganisation is unique.  Having said that the LA believes that on past experience it estimates these if we set the standard rate at £10,000 it should be sufficient for the majority of schools.  It will be used to pay for one-off items brought about by the reorganisation, for example: New sign, admin supplies, new H/T advert and staff training.  In addition it is proposed that a one-off class set up lump sum of £2,500 per class is applied.  So for a one form entry primary school this would equate to £27,500.  If any school believed their costs to be greater than the formula, the school could have the ability to submit an application to DFFG for additional contingency funding.  Any such application would need to clearly evidence the additional costs associated from the reorganisation.

3.3. The logic for the small school protection is that the old schools will be staffed up to the level of their old funding.  By providing the difference in funding (which can largely be explained by the items listed in Appendix 1 section 3) it allows schools up to 2 years protection before having to review their staffing structures.  The LA recognises the need for a degree of additional support for small schools, however believes that 2 years is too long.  It therefore is proposing that this addition is limited to one year only.  This therefore provides some degree of protection, but will ensure schools do not delay taking the necessary management action to ensure the new school has an efficient/appropriate staffing structure for the future.

3.4. The LA proposes that where a school opens a brand new class as a result of being a new school or having a permanent enlargement or extension of age range, then they should receive a one-off lump sum of £7,500 per class, rather than the £2,500 for schools who amalgamate/merge.
3.5. It is proposed that the protection on the initial years of opening a new school / enlargement / expansion should continue.  The LA through the Area Children’s Services Officer agrees an appropriate class structure for the new school in its initial years.  The LA thinks that the current process works well and provides schools with an appropriate level of protection and is therefore not proposing any changes to this element of reorganisation funding.

3.6. The proposals set out in the above sections are summarised in the table below.  Please note these rates apply to Primary Schools only.  Rates for Secondary School reorganisations will be discussed with members of DFFG at the meeting:

	
	Amalgamation/ Merger
	New School
	Enlargement/ Expansion

	Lump Sum – Transition
	£10,000
	£10,000
	£0

	Lump Sum – per new class
	£2,500
	£7,500
	£7,500

	Small School protection  x 1 year
	varies
	n/a
	n/a

	Protection for staffing
	Agreed with ACSO on an annual basis


3.7. Attached at Appendix 3 are some worked examples to illustrate the proposed new levels of reorganisation funding.

3.8. It is proposed that the reorganisation funding is retained by the LA and is only paid to the schools upon receipt of a firm plan on what the funding will be used for.  This plan must include:- 
· a spending plan for each financial year in CFR format (with clear links to the schools three year financial plan and school improvement plan)   

· confirmation of Governors agreement to the spending plans e.g. via governing body minutes

3.9. The LA will only release funding to schools on this basis, and will limit each financial year’s allocation to the funding required.  This means that schools will no longer be holding reorganisation funding within their reserves at year end.  

4. Required
4.1. Members of DFFG are asked to consider whether the proposed levels of reorganisation funding as set out in section 3.2 to 3.7 are reasonable. 
4.2. Members of DFFG are asked to approve the revised payment process as set out in section 3.8 and 3.9 above.
Appendix 1
Current Reorganisation Funding Rates

Amalgamations/Mergers

1. Primary Schools - A new primary school created out of separate Infant and Junior Schools, traditionally known as an amalgamation, will receive a one off allocation of £49,968.  This rate was set many years ago and has been increased annually for inflation.

2. Primary Schools - A new primary school created out of the merger of two or more primary schools (excluding infant & junior), known as a merger, will receive a one off allocation of £7,411 plus £2,864 for each planned class in each curriculum year group.

3. Primary Schools - For those primary schools amalgamating or merging that are in receipt of curriculum protection (less than 210 pupils) the new school receives the following one-off payments (in addition to 2.1 or 2.2 above).

· 2 times one full years curriculum protection (varies but max of 2 x £48,303)

· 2 times lump sums SEN (2 X £6,187), specific factors (2 X £7,477) and premises (2 X £5,243)

· Less the funding that the new school receives for each of these elements

4. Secondary Schools - A new secondary school will receive an additional one off allocation of £7,411 plus £4,356 for each planned class in statutory year groups.

New Schools

5. Primary School - A new primary school will receive the following funding:

· One off allocation of £49,968
· One off payment of £7,411 for each planned class in statutory year groups

· Protection in the first three school years equivalent to the difference in pupil funding for the agreed number of places and actual admissions.

6. Secondary School - A new secondary school will receive the following funding:

· One off allocation of £49,968
· One off payment of £10,715 for each planned class in statutory year groups

· One off payment of £21,430 per planned class in curriculum year group 7.

· One off payment of £16,020 per planned class in curriculum year 10 in the fourth year.

· Protection in the first three school years equivalent to the difference in pupil funding for the agreed number of places and actual admissions.

Permanent Enlargement or Extension of Age Range 

7. Primary School - A primary school that increases its number of classes as a result of a permanent enlargement or extension of age range will receive the following funding:

· One off payment of £7,411 for each planned class in statutory year groups

· Protection in the first three school years equivalent to the difference in pupil funding for the agreed number of places and actual admissions.

8. Secondary School - A secondary school that increases its number of class’s as a result of a permanent enlargement or extension of age range will receive the following funding:

· One off payment of £10,715 for each planned class in statutory year groups

· One off payment £21,430 per planned class in curriculum year group 7.

· One off payment of £16,020 per planned class in curriculum year 10 in the fourth year

· Protection in the first three school years equivalent to the difference in pupil funding for the agreed number of places and actual admissions.

