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1. SUMMARY
1.1	This report updates Schools Forum on some issues relating to the Schools Block for 2015-16. Funding arrangements for 2015-16 are affected by four key issues:
(a) Changes to the school population between the October 2013 and October 2014 school census dates

(b) Consultation by the DfE on  fairer schools funding in 2015-16

(c) Consultation by the DfE on simplifying the administration of academies funding

(d) Underspend in the Schools Block and High Needs Block in 2014-15.

1.2	These first three issues are addressed in this report as they directly affect the Control Total e.g. the total amount of funding available to be delegated to schools in Waltham Forest in 2015-16. Underspend in the Schools Block and High Needs Block in 2014-15 will be covered in a separate report to September Schools Forum.

1.3	Further information on funding arrangements for the Growth Fund is covered in a separate report to this meeting of Schools Forum.



2	RECOMMENDATIONS
	Schools Forum to note:
2.1	The forecasted change in school population in Waltham Forest between October 2013 and October 2014 and the resultant impact on Schools Block DSG.
2.2	The implications for Waltham Forest arising from the DfE proposals for fairer funding for schools in 2015-16.
2.3	The DfE proposals for simplifying the administration of academy funding and the implications that this will have for Waltham Forest schools and recoupment academies.

3. REASON

3.1	Usually Schools Forum reviews school funding arrangements in the period between June and October each year and considers what changes, if any, should be made to the Local Funding Formula. This report starts the process for setting 2015-16 school budget shares.

4. BACKGROUND

(a) Changes to the School Population

4.1 The Dedicated Schools Grant (DSG) allocated to the Schools Block is based upon the size of the School Population of every local authority. Each local authority has a unique guaranteed unit of funding per pupil (GuF) which takes account deprivation, sparsity and local labour market costs. For Waltham Forest the GuF for 2014-15 was £5,204.86 and this will remain unchanged for 2015-16.

4.2 Table 1 below summarises the forecasted change in the School Population between October 2013 and October 2014.  The pupil data for October 2014 is based upon the January 2014 census return and forecasted intakes into reception and year 7 in September 2014 using current allocations. 

Table1: School Population October 2013 (actual) October 2014 (forecast)

	Source of funding
	October 2013
	October 2014
	Change

	Primary
	23,267
	23,967
	+700

	Secondary
	12,003
	12,003
	0

	Total
	35,270
	35,970
	+700

	(+) Reception Uplift
	79
	124
	+45

	(-) Special Resource Provision
	-155.3
	-168
	-12.7

	(-) other adjustments
	-11.7
	0
	-11.7

	Adjusted Total
	35,182
	35,926
	+744



4.3	This forecasted growth of 744 pupils (2.1%) may change because of net migration of pupils between January 2014 and October 2014. Final intakes into reception and year 7 in September 2014 may be different to current allocations.

4.4	These school population figures suggest that the Schools Block DSG will rise from £183.117m to £186.990m – an increase of £3.872m (2.1%).

4.5	However, the amount to be delegated to schools and academies through the local funding formula (LFF) depends upon the amount retained for central services and for the Growth Fund. In 2014-15 this was £4.628m. Of this, some £0.878m related to Admissions, Admission Appeals, Servicing of Schools Forum and Licensing. The remaining £3.750m related to the Growth Fund used to support planned expansions of primary and secondary schools and protection for good and outstanding secondary schools facing falling rolls. The cost was reduced by £1.000m by using DSG underspend from 2012-13. This meant that the Control Total to delegate to schools was £179.237m.  

4.6	Some preliminary work has been done on the likely call on the Growth Fund in 2015-16 and this is contained in a separate report to Schools Forum. The Local Authority has forecast that on the basis of current funding arrangements, Schools Block DSG will be reduced by £4.628m for 2015-16, offset once again by £1.000m by using the second tranche of DSG underspend from 2012-13 Should this remain the case, then the Control Total for delegation of funding to schools and academies in 2015-16 will be £183.362m – a rise of £4.125m (or 2.3%).


(b) DfE Consultation on Fairer Schools Funding in 2015-16

4.7	Between 13 March and 30 April 2014, the DfE consulted on further school funding reforms. The proposal was to allocate an additional £350m in 2015-16 in order to increase the per pupil budgets for the least fairly funded local areas. Under these proposals every local authority area would attract a minimum funding level (MFL) whilst ensuring that no local authority area received a cut to its Schools DSG.

4.8 	The methodology employed by the DfE was to calculate indicative minimum funding levels for every pupil driven factor within the prescribed factors (with the exception of mobility) as well as the lump sum. These national funding rates were then adjusted for sparsity in rural communities, deprivation and area cost adjustment in areas with high labour costs. 

4.9	Using October 2013 census data, the EFA calculated the minimum funding level for each local authority and compared that with the actual DSG allocations for 2013-14. 

4.10	As a result, some 62 local authorities will share the extra £350m – with the biggest increases mainly going to shire counties. Waltham Forest, like most London Boroughs has a minimum funding level below its current DSG allocation. This is because of changes in how the Area Cost Adjustment has been calculated producing a lower enhancement. Table 2 below shows the MFL calculations for Redbridge, Barnet and Waltham Forest which are the only published figures as the MFL figures for each local authority were sent to only the local authority concerned.  All other London Boroughs close to Waltham Forest and Essex will have protected funding for 2015-16.  	

Table 2:  MFL calculations for 2015-16

	Local Authority
	2014-15
	2015-16
	Change (£m)
	Change (%)

	Redbridge
	£4,668
	£4,823
	+ £6.6m
	+3.3%

	Barnet
	£4,988
	£4,994
	· £0.2m
	+0.1%

	Waltham Forest
	£5,205
	£5,102
	· £3.6m
	-2.0%



4.11	These figures are illustrative and will be revised by the EFA to take on board October 2014 census data. The indicative allocations also include an error made by the EFA (which they recognise) in that they used the wrong data set for low prior attainment and this will be corrected for final allocations.  

4.12	Where the indicative MFL is below the GuF for the Schools Block DSG for 2015-16, these local authorities will be protected. This means that Waltham Forest will continue to receive funding at £5,204.86 in 2015-16 regardless of the MFL per pupil figure. 

4.13  The concern that many local authorities in London have is that although the consultation is agreeing a methodology for allocating an extra £350m for 2015-16; the methodology employed is capable of being used for implementing a national fair funding formula from 2016-17 onwards. As the above table highlights, this would have an adverse effect upon funding for schools in London, even with transitional protection built in. For Waltham Forest, the increase in funding for deprivation is more than offset by the reduction in funding for labour costs.

4.14	The DfE have also confirmed that the minimum funding guarantee (MFG) will once again be set at minus 1.5%. Thus, other things being equal, schools currently on MFG can expect a maximum reduction in their budget in 2015-16 of 1.5% per pupil. This also means that schools currently subject to a ceiling cap on gains should get a larger proportion of their gains in 2015-16.

(c) DfE consultation on simplifying the administration of academies funding

4.15	The DfE also consulted between 1 May and 2 June 2014 on proposals to convert non-recoupment academies to recoupment academies and amending the funding of local authorities for pupils in free schools from 2015-16. By doing this it would simplify current funding arrangements for schools, local authorities and the EFA and make them more transparent.  The key points to note are:

· Non-recoupment academies (such as Walthamstow Academy) would have their funding calculated each year by their local authority in the same way as recoupment academies. The EFA would then recoup that funding and recalculate budget shares as they already do for recoupment academies, taking account of any MFG. For 2015-16 local authorities would have their DSG increased by an amount equivalent to the amount the non-recoupment academy would have received through the local funding formula in 2014-15. In future years, the school roll would be included within the school population used to calculate DSG for that local authority.   

· The same approach would apply to existing free schools (such as Emmanuel Primary School and Waltham Forest Leadership College for Girls which is due to open in September 2014).

· Local authorities would also take full responsibility for funding the expansion of non-recoupment academies and free schools which have not yet reached full capacity when they would be funded entirely on the basis of census data. Up to now, this cost was fully met by the EFA unless the new academy or free school was opening to meet basic need in which case the local authority met the cost.

· The EFA would continue to fund any new free schools during the first year of their opening including start-up costs (such as Walthamstow Primary Academy due to open in September 2015). After that, the school roll would be included within the school population used to calculate DSG for that local authority and local authorities will also face recoupment for these schools.

· Individual non-recoupment academies and free schools will not see any difference to the way their funding is calculated and this will be paid directly by the EFA in the same way as it is currently done for recoupment academies.

4.16	Whilst initially this sounds straightforward and logical, the consultation document does not highlight the significant hidden costs which will be borne by local authorities and existing schools and recoupment academies should this proposal be implemented.  For Waltham Forest, these costs are explained below: 
· In 2015-16, the impact of the EFA recouping LFF funding allocations for existing non-recoupment academies and free schools should be cost neutral if numbers on roll stay unchanged.  The EFA would increase our Schools Block DSG by the amount that we would have funded such schools in 2014-15. For Walthamstow Academy and Emmanuel Primary School this is likely to be in the region of £6.000m.

· From 2016-17 onwards, this is not expected to be the case since in the consultation document the DfE seems to be stating that the local authority will be ‘compensated’ by extra DSG based on including numbers on roll in the total school population. In the case of all the existing non-recoupment academies and free schools, the average funding per pupil is higher than the Schools Block GuF which means the shortfall will have to be met from funding due to be allocated to all schools and academies. Initial calculations suggest that this could be of the order of £1.000m. This is an area for clarification with the DfE.

· Our current calculations on funding required for the expansion of schools and academies does not include the new free schools. It is estimated that the cost of funding existing free schools in Waltham Forest as they grow to capacity is likely to be of the order of £0.500m - £0.700m in 2015-16 and higher in future years as new free schools open and Waltham Forest takes over their funding. There is no additional funding from the DfE to cover these costs as these pupils enter the system after the October census date. Thus, unless the local authority can find funding from outside the Schools Block funding for 2015-16, the cost will fall upon existing schools, free schools and recoupment academies.  This is discussed in more detail in the report on Growth Fund for 2015-16.

5 CONSULTATION

5.1	There has not been any specific consultation with schools on the recommendations set out in this report. However, the Local Authority has responded to the DfE consultations.
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