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	summary OF REPORT: 
The Delegated Formula Funding Group (DFFG) has discussed reorganisation funding (including federations) at its meetings on 16 October and 4 December.  This paper provides some of the detail behind those discussions as well as a final DFFG recommendation, both principles (section 3.8) and formula rates (section 3.9), for all future reorganisations.



1. Background
1.1. Reorganisation funding, which is funded from DSG, 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 to their new structure.  Only organisational changes that have been approved by Schools Organisation Advisory Body (SOAB) attract reorganisation funding plus any new “hard” federations.

1.2. Reorganisation funding can broadly be grouped into the following categories

· Lump sum for transitional costs e.g. new sign and stationary, staff training etc
· Lump sum for set up of new classes e.g. furniture, learning resources etc
· Protection for staffing costs in initial years e.g. teachers and LSA’s etc
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 in addition to reorganisation funding.  

1.4. Schools who qualify for reorganisation funding for protection of staffing costs do not receive the September rising roll contingency, unless their actual numbers exceed the protected number of pupils.

2. Current Reorganisation Funding Rates

2.1. The current funding rates applied to reorganisations were originally set many years ago.  They have been uplifted annually to reflect the cost of living applied generally to school budgets.  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 one-off reorganisation funding ranging from £45k to nearly £200k.  

2.2. 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, only to find themselves in a deficit budget position once the funding has been fully spent.

2.3. 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 before making a decision on whether to proceed with the reorganisation.  We normally pay the funding 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 forward this proportion of their funding for up to 2 financial years.

2.4. With the inevitable tightening on future years funding settlements, and the current focus on schools reserves it is important that future reorganisation funding is set at a level that is appropriate yet consistent with the economic times. 

3. Future Proposals/Principles
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 the reorganisation.  It is therefore proposed that we continue to calculate reorganisation funding on a formula basis, rather than an application basis which could be drawn out, be subjective and resource intensive. 
3.2. The distinction between amalgamation, mergers, federations and new schools is not always necessary and the LA favours a standard approach which can be applied to all types of reorganisations (where it makes sense to do so).  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 a lump sum set at £10,000 should cover the majority of these transitional costs.  In addition it is proposed that a one-off lump sum of £20 per pupil is applied for the class set up costs.  

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 it allows schools a reasonable level of protection before having to review their staffing structures.  DFFG felt that this protection should continue but should reduce from the current 2 years to 1 year. 
3.4. The DFFG 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 £200 per pupil.
3.5. It is proposed that the staffing protection on the initial years of opening a new school / enlargement / expansion should continue as per the current arrangements.  
3.6. As a general principle, if any school believed their reorganisation costs to be greater than the formula, and could provide evidence to justify then the school could have the ability to submit an application to DFFG for additional contingency funding.  

3.7. It is proposed that the reorganisation funding is retained by the LA and 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

3.8. 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, and therefore this category can be removed from the list of exceptions in due course.  

3.9. In summary, the future principles underpinning reorganisation funding, agreed by DFFG and recommended to the Schools’ Funding Forum are as follows:

· Reorganisation funding should continue to be calculated on a formula basis

· There should be a fixed lump sum rate for transition costs.
· There should be a fixed rate per pupil for class set up costs
· The small school protection funding should be reduced from two years to one.

· The current arrangements for protection for new and expanding schools (i.e. staffing protection) should continue without the need for change.

· That if a school required re-organisation funding at a higher level than the formula provided, then they should have the option to approach DFFG for additional reorganisation funding.

· Reorganisation funding should only be released to schools when required – clear evidence should support the release of funding from the LA.
3.10. Proposed funding rates for all new reorganisations and federations (effective from 1 April 2010 subject to Schools’ Funding Forum approval).

	FORMULA FUNDING RATES

	Amalgamation/ Merger
	New School
	Enlargement/ Expansion
	Hard Federation

	One off Lump Sum – Transition
	£10,000
	£10,000
	£0
	£50,000 or £10,000

	One off Variable Sum – per pupil (applied to all pupils in the reorganisation)
	£20
	£200
	£200
	£20

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

	Protection for staffing
	Agreed with ACSO on an annual basis
	n/a


3.11. To put these rates into context, the following table shows how much a two form entry primary school with 420 pupils would receive under each of the different types of reorganisation.
	ILLUSTRATION
	Amalgamation/ Merger
	New School
	Enlargement/ Expansion (assume 2 new Year R classes)
	Hard Federation

	One off Lump Sum – Transition
	£10,000
	£10,000
	£0
	£50,000 or £10,000 (dependent on category)

	One off Variable Sum – per pupil
	£8,400
	£84,000
	£12,000
	£8,400

	Small School protection  x 1 year
	May not apply – will depend on whether previous school(s) were “small”.  Applies for 1 year only
	n/a
	n/a
	n/a

	Protection for staffing
	May not apply – will depend upon agreement with ACSO on an annual basis.  
	n/a

	Totals
	£18,400
	£94,000
	£12,000
	£58,400 or £18,400


4. Required
4.1. Members of the Schools’ Funding Forum are asked to note the content of this report and the issues considered by DFFG.
4.2. Members of the Schools Funding Forum are asked to approve the DFFG recommended reorganisation funding principles and rates as detailed above in section 3.8 and 3.9.
.
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