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CITY OF WESTMINSTER

SCHOOLS’ FORUM 12th OCTOBER 2020
REPORT BY LEAD STRATEGIC FINANCE MANAGER – BI BOROUGH CHILDREN’S SERVICES
PROVISIONAL DEDICATED SCHOOL GRANT (DSG), NATIONAL FUNDING FORMULA, LOCAL FUNDING FORMULA REVIEW 2021/22 AND
YEAR 7 ADMISSIONS ABOVE PLANNED ADMISSION NUMBERS
	Purpose of the report

This report informs Schools’ Forum of the provisional 2021/22 Dedicated Schools Grant (DSG) and National Funding Formula (NFF).  There are options to consider, for the local funding formula to be used to calculate school budgets in 2021/22, to go forward for full consultation.  A proposal is also included regarding year 7 admissions above planned admission numbers.
FOR DECISION


1 INTRODUCTION

1.1 On 20th July 2020 the Minister of State for School Standards set out the key aspects of the 2021/22 schools, high needs and central schools services blocks of the DSG with indicative funding levels and the requirements regarding local funding formulae. The Local Authority is required to complete all school funding allocations via the Education and Skills Funding Agency (ESFA) Authority Proforma Tool (APT) by 21st January 2021.

1.2 At the extraordinary Schools’ Forum meeting on 2nd December 2019 it was agreed that the Westminster formula for calculating school budgets in 2020/21 should remain unchanged from 2019/20. It was also agreed that a review of the formula to be used for 2021/22 school budget allocations would commence earlier in 2020/21. 
1.3 At the Schools’ Forum meeting on 1st June 2020, as the first stage of the 2021/22 formula review, the funding principles and formula options were agreed.  Five options are included for consideration and for full consultation.
1.4 At the Schools’ Forum on October 14th 2019 it was agreed to provide funding (totalling £40,000) to secondary schools who have offered places above their PAN to meet basic need, where the offer was 30% or above of places to bi-borough year 7 pupils in September 2019.  It was also agreed that the growth funding criteria would be reviewed and included in 2020/21 school budget proposals this year.
2 FUNDING ANNOUNCEMENT

2.1 Overall national schools funding will increase by £4.8 billion in 2021/22 and £7.1 billion in 2022/23 compared to funding levels in 2019/20.  In addition, funding continues to be provided to fund the recent increase in pension costs for teachers, worth £1.5bn a year.

2.2 Funding from the teachers’ pay grant and the teachers’ pension employer contribution grant, including the supplementary fund, has been added to the Schools block of the DSG and National Funding Formula (NFF) from 2021/22. The intention is to simplify the allocation of this funding recognising that these grants are part of schools’ core budgets and providing reassurance to schools and Local Authorities that the funding will continue to be provided. 

2.3 The schools’ NFF will provide Local Authorities with per pupil funding of at least £4,000 for all primary schools and £5,150 for secondary schools.   The addition of the funding to cover additional teachers’ pay and pensions costs means that a further £180 (primary) and £265 (Secondary) will be added to the minimum per pupil amounts above.  The comparison to the WCC 2020/21 and 2021/22 per pupil funding within the NFF is shown below: 

Table 1 – DSG Units of funding and Minimum per Pupil Funding Levels (MPPL)
	Age Group
	2020/21 WCC Schools Block funding
	2021/22 WCC Schools Block funding
	2021/22 Government Commitment /  MPPL

	Primary Unit of Funding
	£5,471
	· £5,798
	· £4,180 = £4,000 + £180 

	Secondary Unit of Funding
	£6,960
	£7,433
	£5,415 = £5,150 +
£265 teachers pay and pension costs


2.4 Westminster’s schools have historically received significantly more per pupil funding in both primary and secondary school settings than the Government’s minimum per pupil funding as can be seen in the above table for 2021/22.
2.5 The higher levels of schools funding in Westminster reflects the significant investment in schools following the abolition of ILEA, and then the introduction of DSG based on historic expenditure.  The constraints of the minimum funding guarantee have compounded the differential in per pupil funding at individual school levels.
2.6 A technical change has been made to reflect the 2019 update to the Income Deprivation Affecting Children Index so that deprivation funding allocated through the formulae is based on the latest data. This updated data will also be used in local funding formulas.

2.7 In addition to this core funding, schools could apply for exceptional funding to cover specific unavoidable costs incurred by schools due to coronavirus (COVID-19) between March and July that could not be met from existing resources. The Department for Education (DfE) have made some allocations however where a submission exceeded the claims limit, or included an element in the ‘other costs’ category, these claims are subject to further assessment and payments are not expected until November.  There is also a £1bn ‘catch-up’ package for the 2020/21 academic year to directly tackle the impact of the disruption that COVID-19 has caused. This includes a ‘Catch-Up Premium’ worth £650m to support schools to make up for lost teaching time for all pupils, for which schools will be allocated £80 for each pupil in years reception through to 11.  AP and hospital schools will be provided with £240 for each place.  There is also a new £350m tutoring fund for disadvantaged pupils, where 80% of the cost is subsidised by the DfE and they are setting up partners with the programme website expected to be launched to schools from the end of October. 
2.8 Local Authorities will continue to set local funding formula in 2021/22.  The Government will, later this year, put forward its proposals to move to a ‘hard’ NFF in future, which will determine schools’ budgets on the basis of a single national formula rather than through local formulae set independently by each local authority. This will level up the school funding system so that all schools across the country are funded on a comparable basis. The DfE will consult widely with local authorities, schools and others to make this transition carefully. 
2.9 In addition, three important restrictions will continue:

· Local Authorities will continue to set a Minimum Funding Guarantee (MFG) in local formulae, which in 2021/22 must be between +0.5% and +2.00% per pupil compared to per pupil funding in 2020/21. The WCC 2020/21 MFG was set at minus 1.84% per pupil.  The funding for the teachers pay and pension grants will be added to the 2020/21 baseline used in the calculation of the MFG.
· Schools’ Forum can agree to a transfer out of the schools block to a maximum of 0.5%. If a local authority needed to balance blocks by removing more than 0.5% from schools it would need to make an application to the Secretary of State by 20th November. On the basis of information received to date it is not proposed to transfer funds to the high needs block.
· the use of the national minimum per pupil funding levels, at the values in the school NFF, continue to be compulsory for Local Authorities to use in their own funding formulae.  

3 DSG AND NFF PROVISIONAL FUNDING ALLOCATIONS 2021/22
3.1 Table 2 shows the published provisional 2021/22 funding allocations of Schools block, Central School Services block, and High Needs block compared to 2020/21 (before the deductions for payments to academies).  These allocations published will be updated, based on the latest pupil data, to produce final DSG allocations in December. 

Table 2 – Provisional NFF and DSG in 2021/22 
	Block
	2020/21
	2021/22
	Change
	% Change

	Schools *
	£115.665m
	£122.750m
	+£7.085m
	+6.1%

	Central School Services 
	£1.026m
	£0.975m
	-£0.051m
	-5.0%

	High Needs 
	£29.362m 
	£32.489m
	+£3.127m
	+10.6%

	Total
	£146.053m
	£156.214m
	+£10.161m
	+7.0%

	· Includes previous teachers pay and pension grant element in 2021/22

Allocations are before deduction for academies including for High Needs Places. The provisional High Needs allocation will be updated in October 2020.


3.2 Growth in individual schools from September 2021 (7/12ths in accordance with operational guidance) will need to be funded within the final 2021/22 schools block and an addition may be made to the DSG for this. The schools block also has to fund business rates increases and any funds for falling rolls and items detailed in paragraph 5.1. The final school allocations will be calculated in mid-December when the outcome of the Schools Census is published and the DSG allocations are updated.
3.3 The Government is continuing to pursue a cross-departmental review of the special educational needs and disability (SEND) system to see what further improvements are necessary to ensure that it supports children and young people with SEND as effectively as possible.

3.4 Local authorities are required to submit APTs by 21st January 2021.  

4 EARLY YEARS BLOCK
4.1 Announcements regarding Early Years funding are expected in November 2020 and therefore proposals regarding 2021/22 funding will be brought to the January Schools Forum. 

5 SCHOOLS BLOCK AND LOCAL FUNDING FORMULA OPTIONS FOR CALCULATING SCHOOL BUDGETS IN 2021/22 
5.1 The DSG schools block provisional allocation is based on the National Funding Formula (NFF).  For the purpose of modelling, the schools block has been adjusted by the following amounts which will be replaced by final amounts agreed for 2021/22 by the Schools’ Forum. Proposals will be brought to the January Schools Forum regarding the falling rolls fund.
	
	2021/22
	2020/21

	Schools Block Funding
	£115.665m
	£122.750m 

	Falling rolls – 2020/21 falling rolls figure
	-£ 0.170m
	-£ 0.170m 

	Copyright Licences
	-£ 0.114m
	-£ 0.114m

	Final amendment to cover roll variations
	+£ 0.053m
	£ 0.000m

	Removal of element for Teachers pay and pension grants for modelling comparisons (will be included in final budget allocations to schools)
	0
	-£4.735m

	Total for distribution
	£115.434m
	£117.731m


5.2 The comparable distribution between 2020/21 and 2021/22 funding is an increase of 2%. 
5.3 It is estimated that the addition within the 2021/22 schools block, to cover teachers’ pay and pensions costs grants is £4.735m which also reflects the per pupil rates paid for the 2019/20 academic year. 
5.4 Maintained schools budgets will also reflect de-delegation amounts for cover for trade union duties and these deductions will be covered in the January 2021 Schools budget paper.

Principles for Formula Funding Review
5.5 The following principles were agreed by Schools’ Forum (June 2020). 
5.5.1 Stability - In January 2019 the Schools’ Forum agreed that stability of funding should be the main aim of the funding formula review. 
5.5.2 Consistency and fairness - Pupils with the same characteristics are funded the same amount of money (in line with the NFF principles). 
5.5.3 Aim not to increase the MFG significantly as this may expose schools to risk when the NFF is consulted on and introduced. 
5.6 It must be noted that the MFG limits the amount that funds can reallocated between schools and that total funding available to be allocated would be the same in any options considered as funds just move between schools.

Funding Formula Options
5.7 In accordance with the areas agreed for review at the June 2020 Schools’ Forum, five funding formula options have been developed.  Once the options are agreed, full consultation will take place, with feedback from the consultation coming to the next Schools’ Forum for final decision.
5.8 All options are estimates based on October 2019 roll numbers and the pupil characteristics used for the 2020/21 budgets for free school meals, prior attainment, NNDR etc, and these will all change once data (including numbers on roll) is available for 2021/22 budget setting.  The MFG used in all models (except the NFF values) is  plus 1.84% per pupil (pupil led funding protected at an increase of 1.84%). It should be noted that the MFG limits the movement of funds between schools under the different options.
5.9 The table below shows the options, size of the MFG, benefits and potential risks.

	Option
	Description
	MFG
	Benefits
	Potential Risks

	For info
	2020/21 school budgets allocated via the 2020/21 WCC formula. Equivalent to option 1 for 2021/22
	£0.832m
	
	

	Option 1
	No change to current WCC formula – all increases via AWPU 
	£0.454m
	Stability of funding. 
	More significant change when move to NFF

	Option 2
	Current WCC formula with increase in lump sum to £175,000, funded by reductions to AWPU in order to balance to the schools block indicative funding total.
	£0.302m
	All schools receive higher lump sum. Helps to protect small schools
	More significant change when move to NFF. AWPU reduction. 

	Option 3
	WCC formula with deprivation factors changed to midway between NFF factor values for deprivation and current WCC factor values, funded by reductions to AWPU in order to balance to the schools block indicative funding total. 
	£0.540m
	Move towards NFF values, less change when move to full NFF. 
	Larger MFG

	Option 4
	WCC formula with low prior attainment factors changed to midway between NFF factor values for low attainment and current WCC factor values, funded by reductions to AWPU in order to balance to the schools block indicative funding total 
	£0.441m
	Move towards NFF values, less change when move to full NFF
	Reduction in AWPU

	Option 5 
	NFF factor values with MFG of +3.02% per pupil (funding per pupil protected at a gain of at least 3.02% per pupil), in order to balance to the schools block indicative funding total. If pupils reduce funding will reduce if on MFG. Would require disapplication request re MFG
	£1.187m
	Least change in factor values when move to full NFF
	Large MFG 


5.10 Appendix A shows the options separately with allocations for each school and the 2020/21 final budgets.  Appendix B shows the values that would apply to the formula factors for the options modelled. The allocations shown are Post MFG. The per pupil values include the amounts for lump sums and premises factors (Business Rates and Split sites) and are consistent with previous Schools Forum analysis. 
6 TREATMENT OF THE TEACHERS PAY AND PENSION COST GRANTS IN THE WCC FUNDIGN FORMULA
6.1 In accordance with the DfE requirement the values added to the schools block of the DSG for the addition of the pay and pension cost grants means that the following amounts will be added to AWPU values.  This reflects a further £180 and £265 uplifted by 19% for the Inner London area cost adjustment so that Primary AWPU is uplifted by £214.00 and Secondary AWPU by £314.99 as in the table below.  This will allocate an estimated £4.735m in addition to the figures in the options provided.

TABLE 3 – Teachers’ Pay and Pension Cost Grants to be added to the AWPU
	Phase
	TPG
	TPECG
	Grants Total

	Primary
	£55.94
	£158.06
	£214.00

	Secondary KS3/4
	£82.34
	£232.65
	£314.99


6.2 Appendix C shows the estimated pay and pensions grant allocations when the values are added to the AWPU. The MFG calculations for 2021/22 will include the grant allocations in the 2020/21 baseline.
7 GROWTH FUNDING FOR YEAR 7 ADMISSIONS
7.1 For several years the Schools’ Forum have agreed to provide additional funding to secondary schools which agreed additional year 7 places.  In October 2019 the funding was agreed for those whose pupil numbers were at 30% above their planned admission number for bi-borough pupils.  In order for consistency this funding should be formalised and is therefore included in this funding review paper.  
7.2 It is proposed that, from 2020/21, in order to acknowledge secondary schools that support the Council in meeting its statutory duty to secure places for bi-borough residents, it is proposed to provide £1,000 funding for each bi-borough pupil offer above PAN where the offer is 30% or above of places to bi-borough year 7 pupils in September.  This allocation will reflect some of the additional costs the schools will incur before they receive full pupil funding from the following April.  The funding would be paid from the schools block of the DSG and in 2019/20 was £40,000.
3 RECOMMENDATIONS
7.3 Schools’ Forum are recommended to:

7.3.1 agree which of the five options, for the WCC funding formula used to calculate school budgets in 2021/22, will go forward for full consultation. The outcome of the consultation will be reported for final decision at the next Schools’ Forum meeting.
7.3.2 Note the Teachers pay and pension cost grant DSG allocations will be added to the AWPU values in the final 2021/22 funding formula for calculating schools budgets.

7.3.3 review updated figures after information has been received from the ESFA, but before the 21st January 2021 statutory deadline for APT submission.
7.3.4 note that proposals will be brought to the January meeting of the Schools’ Forum regarding falling rolls funding.
7.3.5 Consider the proposal that, from 2020/21, in order to acknowledge secondary schools that support the Council in meeting its statutory duty to secure places for bi-borough residents, £1,000 funding is provided for each bi-borough pupil offer above PAN where the offer is 30% or above of places to bi-borough year 7 pupils in September.  
APPENDICES
Appendix A – School funding formula options for 2021/22. 

Appendix B – Formula factor values for the funding formula options 

AppendixC – Estimate of Teachers’ Pay and Pensions Allocations to individual schools.
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