Schools Forum — 13 March 2013

Schools Funding Block — Forecasting future grant income and allocations through the Local
Funding Formula to schools and Academies - For Information

Report written by Graham Moss, Strategic Development Consultant

Executive Summary:

The Local Authority is developing a strategy for allocating funding to schools and Academies over the
next few years. This will help to ensure that any decisions taken are consistently applied and are
within forecasted funding available to delegate to schools and Academies. It will also enable the
Local Authority to offer guidance to schools and Academies on how their funding may change over
time, thus enabling them to plan more effective use of their resources

This report sets out the key drivers that affect that decision-making process, the assumptions that
have been made to enable modelling to be undertaken and the likely impact that this will have upon
funding for individual schools and Academies.

A projected 13% growth in the school population in Waltham Forest over the next five years will
dominate funding decisions. Whilst most of the growth is within the primary phase, this offers some
real growth in funding as the AWPU for primary schools at £3,240 is well below the extra funding of
£5,205 that the Local Authority receives for every extra qualifying pupil on roll. However, by 2016/17
the emphasis changes to one where the growth in the school population is mainly driven by the rise
in the secondary phase. With AWPU at £4,850 per pupil, the extra funding of £5,205 will be
insufficient to meet the additional funding required after all pupil driven factors in the Local Funding
Formula are taken into account.

The analysis done do far also suggests that there is little scope for any significant improvement in
real funding, meaning that most schools and Academies will need to make efficiency savings, unless
they are one of the few significant gainers from the new funding arrangements. For some schools
and Academies which have lost out from the changes made between the old and the new local
funding formula a prolonged period off retrenchment is very likely. Given the austerity measures in
place, it is very unlikely that the Government will provide a cash injection above 1% into school
funding in the next funding review for 2015/16 to 2017/18. However, if it were to do so, the extra
funding could be used to address strategic objectives such as narrowing the gap between primary
and secondary funding.

The key drivers affecting the Local Authority’s School Funding Strategy

There are FOUR key drivers and these are:

° The actual NOR in the school census each October.
° The amount of funding required to fund in-year growth in Schools and Academies.
] Local Authority decisions on movement of funding between Schools Block, High Needs Block

and Early Years Block.




° Any changes to the Local Funding Formula either those made by the Local Authority or those
required by the Government

[A] The actual NOR in the school census each October

In recent years, the forecasting of future school population in Waltham Forest has been reasonably
accurate in predicting grant income. Predictions have tended to slightly over-estimate numbers
entering reception and year 7 classes and slightly underestimate in-year admissions across all year
cohorts. The opening of free schools and new Academies will make the forecasting process more
difficult in the future, especially the funding required for in-year growth.

The size of the Schools Block funding is determined by the number of qualifying pupils multiplied by
the Guaranteed Unit of Funding [GuF]. Table 1 below summarises the actual and forecasted number
of qualifying pupils for the October census which is now used to determine funding. Data comes
from forecasts of the overall School Population made by the Local Authority which is then adjusted
to arrive at those qualifying pupils that count towards the school population used by the
Government to calculate the Schools Block grant.

Table 1 Forecasted change to the qualifying school population October 2011 to October 2017

Year Primary Secondary Total *1 Growth
2011 21734 12045 33735

2012 22659 12077 34723 988 (2.9%)
2013 23480 12002 35344 621 (1.8%)
2014 24252 12200 36304 960 (2.7%)
2015 24928 12518 37288 984 (2.7%)
2016 25523 12907 38272 984 (2.6%)
2017 25938 13498 39280 1008 (2.6%)

Change 2012-2017 3,279 (14.5%) 1,421 (11.8%) 4,557 (13.1%)

*1 The total is after adjustments for

deducting pupils in Special Resourced Provision and additional

transitional funding for 110 reception children admitted after the October census date in 2011 which applies
to figures for 2012 only.

Table 1 shows that over the next five years the school population is expected to grow by some 4,500
pupils or 13% - an average of 2.6% a year. However, by October 2014, there is a slowdown in the
growth of the primary NOR and a rising growth in the secondary NOR.

Table 2 below shows the impact this growth in qualifying pupils has on the forecasted size of the
funding for the Schools Block.

Table 2: Forecasted Growth in size of funding for the Schools Block

Financial Year Growth in Roll GuF Schools Block Growth in Funding
2013/14 988 (2.9%) £5,024.84p £180.726m
2014/15 621 (1.8%) £5,024.84p £183.960m £3.234m
2015/16 960 (2.7%) £5,024.84p £188.957m £4.996m
2016/17 984 (2.7%) £5,024.84p £194.078m £5.121m
2017/18 984 (2.6%) £5,024.84p £199.199m £5.121m
2018/19 1008 (2.6%) £5,024.84p £204.446m £5.246m




The growth in the size of the funding for the Schools Block between 2013/14 and 2014/15 is affected
by other funding adjustments the most notable are:

] the extra £1.110m held centrally for 2013/14 for two functions which all LAs have to delegate
in 2014/15 e.g. £0.300m for Termination of Employment Contracts and £0.810m for CERA;

. offset by the one-off £0.763m added by the Local Authority to the Schools Block in 2013/14
e.g. £0.450m from forecasted underspends in 2012/13 and £0.313m EFA transitional
protection which are not available in 2014/15.

One of the key assumptions being made here is that the Schools Block Guaranteed Unit of Funding
[GuF] remains unchanged at £5,024.84p per qualifying pupil throughout this time period. In the
current school funding period e.g. the four financial years from 2011/12 to 2014/15, school funding
has been cash flat with all the growth in funding being channelled either through the Pupil Premium
or for growth in the school population in England.

The financial year 2014/15 is the fourth and final planned financial year in which the Government
completes the injection of £2.5bn of funding into the Pupil Premium which will then provide £1,200
per qualifying pupil. The key assumption being made by this Local Authority is that the Pupil
Premium funding rate will not be further increased (other than for inflation). Instead, if the
Government injects any additional funding into the schools over and above the growth in school
population it is likely to be a fixed percentage increase per pupil (e.g. the same percentage increase
in the Schools Block GuF for every Local Authority).

Realistically, given the current Government’s austerity measures, such growth is unlikely to be more
than 1% per pupil. For Waltham Forest that would mean that funding within the Schools Block would
grow by between £1.8 to £2.0m a year over and above growth due to a higher school population.
This is approximately an additional £50 per pupil per year and would allow the Local Authority to
target AWPU in primary schools thereby reducing the funding gap with secondary schools.

[B] The amount of funding to be retained for the 5-16 Growth Fund

For 2013/14, a sum of £2.675m was top-sliced from the Schools Block to fund planned in-year
growth in pupil numbers in primary and secondary schools. Over the next few years the following
changes will occur:

° The completion of the permanent expansion of many primary schools

] Further bulge classes in primary schools which have previously taken bulge classes as those
bulge classes reach year 7

° The permanent and temporary expansion of secondary schools as enlarged primary cohorts
reach secondary transfer age from September 2014 onwards

Detailed modelling has not been completed yet but the initial work undertaken suggests that there
are unlikely to be any meaningful reduction or increase in these costs i.e. is likely to remain within a
range of £2.250m to £3.250m given that the in-year growth in number of pupils remains in the
region of 950-1,000. However, the financial impact of the growth in the secondary age cohorts in
particular will be dependent on whether or not the growth is met from expansion of existing schools
and Academies or from new Free Schools and Academies.
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Further information on profiling of funding for 5-16 In-year Growth Fund will be brought to a future
meeting of Schools Forum, probably in September 2013.

[C] Local Authority decisions on the movement of funding between Schools Block, High Needs
Block and Early Years Block

The funding allocated by the Government to these three funding blocks is notional in that the Local
Authority after consultation with Schools Forum can adjust funding between them. Whilst the Local
Authority does not have any current plans to move funding between the three funding blocks,
Schools Forum is aware from previous reports on the High Needs Block that it faces significant
pressures in meeting the costs of High Needs Pupils and LDD students for whom it has responsibility.
The significant growth in the school population in the last five years has brought with it a
corresponding rise in High Needs Pupils and a further 13% increase in the school population over the
next five years would require, other things being equal, a pro rata increase in the size of the funding
for the High Needs Block. An average 2.6% rise in the numbers of High Needs Pupils would equate to
the need for additional funding of between £0.750m - £1.000m every year (e.g. 2.6% of the current
size of the High Needs Block of approximately £33.0m is £0.858m).

For 2013/14 the Government allocated Waltham Forest £0.461m towards the additional costs of
specialist SEN provision. Any shortfall in similar funding in future years would mean that the Local
Authority would need to transfer funding from the Schools Block. This would be easier to achieve if
the Government were to increase the Schools Block GuF as described earlier in this report.

Funding for the Early Years Block is based upon the number of qualifying early years pupils
multiplied by the Early Years GuF which is £4,884.45 per qualifying pupil. Therefore any growth in
the early years population will be compensated for by additional funding and the Local Authority is
not anticipating the need to move any funding between Schools Block and the Early Years Block.
However, increased expenditure on High Needs Pupils in early year’s settings which is now met from
the High Needs Block may result in moving funding from the Early Years Block.

This scenario could well arise with the significant growth in the number of two year olds receiving 15
hours of free education a week over the next 18 months. Successful early intervention policies will
require increased funding for support services such as educational psychologists as well the top-up
funding paid to early years settings. This issue will be raised with Schools Forum in the autumn 2013
series of meetings with Schools Forum when more data is available.

[D] Any changes to the Local Funding Formula either those made by the Local
Authority or those required by the Government

The Government has recently published a consultation document undertaking a review of the
current funding arrangements being implemented from April 2013. The deadline for responses is
26" March 2013 and the Local Authority is seeking an input from Schools Forum members in the
response to be sent. Issues identified in the consultation document for comment, could lead to
changes in the flexibility that Local Authorities have in determining their own Local Funding Formula.
Additionally, the Local Authority in consultation with Schools Forum may want to review the level of
funding for particular factors.



The EFA have recently confirmed to Waltham Forest that our funding arrangements for 2013/14

show that “The authorities’ adherence to the financial regulations and proforma now appear to

meet the required criteria, and we would like to thank you for the work done to achieve this.” Thus,

at the moment there is no requirement to have to make a change to the LFF.

The consultation document provides an analysis of funding arrangements by all Local Authorities,

based upon their October 2012 submissions and it is recognised that final allocations might produce

different conclusions. The charts in the consultation document have been replicated to show where

Waltham Forest is in relation to other Local Authorities and are attached as Appendix A to this

report. There are no significant surprises in the comparison between how other Local Authorities

have allocated their funding and decisions taken by Waltham Forest, although some Local

Authorities appear to allocate significant sums of money for particular targeted pupils. Table 3

summarises this information and puts the funding arrangements in Waltham Forest into perspective.

Table 3: Comparison between all Local Authorities and Waltham Forest Local Funding Formulas

Formula Factor

All Local Authorities

Waltham Forest

AWPU -Primary

95% are in the range £2,250 to £3,250.

£3,240 ranked @ 22" highest.

AWPU - Secondary

Similar distribution pattern to primary

£4,850 ranked @ 8 13" highest.

AWPU overall

Ranges from 60% to 87% with 50% of LAs

73.5% across primary and secondary.

percentage between 75% and 80%.
Deprivation - | 65% are in the range 4% to 12%. At 10.3% this puts us in the top third of
percentage LAs. However, the level of deprivation as

measured by FSM or IDACI puts Waltham
Forest just inside top 20%.

Deprivation per FSM
unit

Almost 50% are in the range £1,750 to
£2,750.

This averages out at £2,039 per FSM
pupil in Waltham Forest.

LCHI SEN rate per | 95% of LAs fall within the range £200 to | At £600 per pupil, Waltham Forest is just
primary pupil £2,000 with 66 LAs within the range £400 | within the bottom 40%.

to £1,000.
LCHI SEN rate per | 85% of LAs fall within the range £500 to | At £800 per pupil, Waltham Forest is in
primary pupil £4,000. There is a rather flat distribution. the bottom 25%.
LCHI SEN - | 67% of Local authorities allocate between | Waltham Forest allocates 2.4%.
percentage 2% and 6% of funding to LCHI SEN.
Looked-after 68 LAs do not use this factor but those Waltham Forest does not use this factor.
Children that do very few allocate above £2,000.
EAL funding per | 67% of LAs allocate less than £1,750. At £800 per pupil, Waltham Forest is just
secondary pupil within bottom 40%.
EAL funding per | 67% of LAs allocate under £1,000. At £600 per pupil, Waltham Forest is
primary pupil within the bottom 40%.
EAL funding as a | 70% of LAs allocate between 0% to 2% of | At 3%, Waltham Forest is in top 20% of
percentage funding on EAL. LAs for expenditure which is to be

expected given the high percentage of
EAL pupils in our schools.

Sixth Form Provision

135 LAs do not make provision.

Waltham Forest is one of these 135 LAs.

Total percentage | 139 LAs (93%) allocate between 85% - | Waltham Forest allocates 91.7%.

allocated through | 95%.

pupil-led factors

Lump Sum 70% of LAs allocate between £90,001 and | Waltham Forest allocates £125,000
£150,000 for the Lump Sum. which is within the mid 40% of all LAs.

Lump Sum - | 86% of LAs allocate between 4% and 12% | Waltham Forest allocates 4.6% which is

percentage on the Lump sum. in the bottom 20%.




Whilst there are a number of questions in the consultation document on factors within the formula,
no specific reference is made to the funding gap between primary and secondary phase, although
reference is made to the significant variations in AWPU and the overall per pupil funding. The DfE
are considering a minimum threshold for all the pupil-led funding of 85% which is well below the
91.7% already achieved in Waltham Forest.

Thus, it is unlikely that the DfE will introduce any changes to the constraints in applying Local
Funding Formula for 2014/15 which would require the Local Authority to change how funding is
currently distributed. However, it would be prudent to continue to use any additional funding not
allocated through applying the LFF to further improve the AWPU for primary schools. This seems
more likely if there is an increase in the Schools Block GuF as previously explained.

The AWPU for secondary schools may have to be reduced from April 2015 onwards as the growth in
Schools Block funding arising from the rise in secondary numbers will be insufficient to meet the cost
of allocation funding for the additional pupils in the secondary sector as previously explained.

[E] Modelling of allocation of funding to primary, all-through and secondary schools
and Academies from 2014/15 to 2017/18

This modelling is based upon some key assumptions:

] Growth in school population is that set out in Table 1.
] Growth in funding for the Schools Block is that set out in Table 2.

° There is no change in the amount of funding required for the 5-16 Growth Fund.

° There is no movement of funding from Schools Block to High Needs Block or Early Years Block.
] Rates for factors within the Local Funding Formula remain unchanged.

] Growth in school population has the same pupil characteristics (e.g. Deprivation, EAL Prior

Attainment and Mobility) as the existing school population.

o The MFG remains at MINUS 1.5% in 2014/15 and rises to MINUS 2.5% from 2015/16 as the
Government has hinted that they would like to see a quicker transitional of funding to schools
and Academies that gain from the new funding arrangements.

Based on these seven key assumptions, Table 4 below sets out the relationship between the size of
the funding for Schools Block and the funding required to be allocated to schools in accordance with
the existing LFF in Waltham Forest.

Table 4: Actual and Projected Allocation of funding to Schools and Academies 2013/14 to 2018/19

Year Schools Deduction Funding for | Application Shortfall / | Shortfall /
Block for In-year | delegation of LFF to | surplus surplus if 1%
Growth and primary and pa growth in
retained secondary GuF from

functions phases 2015/16
2013/14 | £180.726m £3.909m £176.817m £177.015m | (£0.198m) (£0.198m)
2014/15 | £183.960m £3.562m £180.397m £180.014m £0.384m £0.384m
2015/16 | £188.957m £3.562m £185.395m £184.432m £0.962m £2.816m
2016/17 | £194.078m £3.562m £190.516m £188.781m £1.338m £5.097m
2017/18 | £199.200m £3.562m £195.638m £194.623m £1.618m £7.333m
2018/19 | £204.446m £3.562m £200.884m £199.939m £1.549m £9.274m




The shortfall in 2013/14 was covered by the Ceiling Gain being £0.194m higher than the cost of
MFG. What this table shows is that there is some scope for improving AWPU for primary schools if
the Schools Block GuF remains unchanged. An extra £10 per pupil for primary schools costs about
£0.250m. Thus by 2017/18 it would be possible to raise the primary AWPU to £3,300 base on the
above projections.

However, a 1% a year increase in GuF from 2015/16 over a four year period would enable the
Primary AWPU to be raised significantly higher to £3,500 (an extra £260 per pupil) by 2018/19 at a
total cost of @ £6.500m, with some other funding @ £2.750m available for other adjustments. The
increase in AWPU of 8% for primary schools would offset the loss of funding that some schools
would have experienced in 2013/14 and 2014/15 with an MFG of MINUS 1.5% for each of those
years.

The significant reduction in the number of primary schools protected under MFG would mean that
the Ceiling Gain limit could be raised to the point where all schools, both primary and secondary,
were allocated their actual funding through the Local Funding Formula. However, for some
secondary schools, the prognosis is not good as they face a lengthy period of reductions in funding
per pupil unless there is some increase in the AWPU for secondary pupils. The ability of the Local
Authority to do this will be dependent on any determinations by the Government on acceptable
differences in funding between the primary and secondary sector.

Conclusion:

This report is written on the basis of making key assumptions about the future school population in
Waltham Forest and future funding strategies from the Government. Unlike many Local Authorities
the continued and sustained growth in the school population, initially at primary phase but
increasingly at secondary phase means that schools and Academies will be affected by some extra
turbulence in the system on top of the adjustments for MFG and Ceiling Gain.

The Local Authority has to manage this by making effective planned provision for this growth whilst
ensuring that as far as it can it protects those schools and Academies that face a prolonged period of
reduction in real funding. The latter is dependent upon future decisions by the Government on the
level of MFG and any further changes to the flexibility for Local Authorities in determining the Local
Funding Formula. The most important of these will be any limitations put on the difference in
funding per pupil between the primary and secondary phases.

Action by Schools Forum:

To note:
(a) The projected increase in school population and Schools GuF over the next five financial years;
(b) The extent to which schools and Academies funding is likely to move to funding levels determined

by the Local funding Formula; and

(c) The opportunity to increase AWPU for primary schools and to a lesser extent secondary schools
being dependent on decisions by the Government to increase funding per pupil in the next school
funding review




Appendix A — Distribution of funding allocated to schools by all Local Authorities for 2013/14
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