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CITY OF WESTMINSTER
EXTRAORDINARY SCHOOLS’ FORUM 3RD DECEMBER 2018
REPORT BY LEAD STRATEGIC FINANCE MANAGER
UPDATED PROVISIONAL DSG FUNDING SETTLEMENT, NATIONAL FUNDING FORMULA AND LOCAL FUNDING FORMULA OPTIONS 2019/20
	PURPOSE OF THE REPORT
This report is a partial update of the report presented to the Schools’ Forum on 15th October, for discussion and clarification with a representative of the ESFA.  The provisional schools block DSG allocation has increased by £0.381m and the options have been updated to reflect this.  There are funding options to consider prior to receiving final information from the Department for Education (DfE) later in December 2018
FOR DECISION


1 INTRODUCTION
1.1 The Schools’ Forum at the meeting on 15th October 2018 considered 2019/20 school funding options presented in paper A4.  They Forum requested that a representative of the Education and Skills Funding Agency (ESFA) attend a future meeting to provide further clarification around the operation of the National Funding Formula (NFF), particularly in relation to the funding floor,  and also to provide advice on which of the funding options presented may be most appropriate.  An ESFA representative will be in attendance at the meeting.
1.2 Further clarification has been provided by the ESFA on the NFF provisional allocations and the information on the options presented below has been updated to reflect this.
1.3 In July 2018 the ESFA sent schools an illustrative update of the National Funding Formula.  The ESFA also published provisional local authority level allocations for 2019/20 for the schools, central school services and high needs blocks, which have since been updated. The LA is required to complete all funding via the APT in January 2019 and January 2020. 
1.4 The constraints of the minimum funding guarantee have compounded the differential in per pupil funding at individual school levels in the City of Westminster.
1.5 The updated guidance states that LA’s will continue to set local funding formula in 2019/20 and 2020/21 with the expectation that the local formulae will have moved towards the NFF. The original settlement was a minimum funding per pupil gain of 0.5% in 2018/19 and a further 0.5% in 2019/20. The City of Westminster’s provisional allocation shows a 2.1% total funding increase since the 2017/18 baseline, and a 2% per pupil funding increase since the 2017/18 baseline.
2 SCHOOLS BLOCK DSG - PROVISIONAL FUNDING ALLOCATION 2019/20
2.1 Table 1 shows the published provisional 2019-20 allocation of Schools Block funding, which has increased by £0.381m since the last Schools’ Forum paper.
Table 1 – Provisional NFF and DSG in 2019/20

	Block
	2018/19
	2019/20
	Change
	% Change

	Schools 
	£112.414m
	£113.168  
	+£0.754m
	+0.7%

	Allocation is before deduction for academies
*before deductions for High Needs Places


2.2
The provisional schools block funding is £113.168m based on 18,758 pupils which is consistent with funded pupil numbers in 2018/19.  Indicative growth funding is not included in the figures above and funding for growth in individual schools from September 2019 (7/12ths in accordance with operational guidance) will need to be funded within the final 2019/20 schools block. The final amounts will be calculated in mid December when the outcome of the Schools Census is published.  
2.3
The minimum funding guarantee (MFG) for schools will continue.  In previous years MFG has been set at minus 1.5% per pupil.  Local authorities have flexibility to set a local MFG between minus 1.5% to plus 0.5% per pupil. Currently the Westminster MFG values for primary schools range between £4,101 and £5,007 per pupil, and between £5,489 and £6,885 for secondary schools.  

2.4
Local authorities will be required to submit APTs by 21st January 2019.  Schools’ Forum can agree to transfer out of the provisional schools block to a maximum of 0.5%.  There is a recognised pressure on the High Needs block as reported previously and in other papers to this Forum. The maximum movement out of the provisional schools block to the high needs block, that can be agreed by Schools’ forum, is £565,838
3
INDICATIVE 2019/20 BUDGET TO BE ALLOCATED TO SCHOOLS
3.1
The DSG schools block provisional allocation is based on the National Funding Formula (NFF).  The NFF provides a minimum cash increase for each school of 1% more in 2019-20, than its 2017/18 baseline. 

3.2
The local authority and Schools Forum have the option of moving towards the NFF (within the total funding available) or setting the local authority formula in a similar way to previous budget setting.  The authority has to consider setting a balanced DSG budget and has limited ability to make an adjustment from the current schools block (0.5% of the school block estimate). It is proposed that the schools formula is increased by £754,000 to reflect the increase in the provisional schools budget compared to 2018/19.

3.3
For the purpose of modelling, the schools block has been adjusted by the following 2018/19 amounts which would be replaced by any amounts agreed by the Schools’ Forum

	Schools block Funding
	£113.168m

	0.5 % transfer to High Needs Block
	-£    0.562m

	Falling Rolls Fund – a recommendation will come to the next Schools’ Forum
	-£    0.446m

	Total for distribution
	£112.160m


3.4
The comparable distribution (January 2018 Schools Forum) was £111.406m.

4
PRINCIPLES FOR THE DISTRIBUTION OF SCHOOLS FUNDING


4.1
As the total schools block funding is only an increase of 0.7% this limits the impact of any potential changes to the school funding methodology.  In order to provide a steer on which funding option the Schools’ Forum prefer, the Forum are asked to consider which of the following principles is the most important:

a) The school budget allocations should be fair, transparent and based on pupil needs and characteristics.  In other words pupils with similar characteristics should be funded at the same value: or
b) The school budget allocations should be based on stability of funding which ensures that funding reductions are minimised.  This would mean that historical inequities in funding remain for example due to historical grants that were allocated to a specific schools.
5
SCHOOL FUNDING OPTIONS
5.1
Appendix A shows the following, including four WCC formula funding options.  The allocations will all change as a result of data changes including pupil number, free school meal numbers and NNDR. 
	Column heading
	Description

	A
	2018/19 school budgets via the Westminster City Council (WCC) local formula.



	B
	2019/20 DfE indicative NFF figures with no MFG - roll numbers are not all October 2017. Includes growing schools with full increase. In order to provide the most appropriate information for individual schools the maintained schools are based on financial years (April to March) and the academies are based on General Annual Grant (GAG) allocation years (September to August) .  These two differences which are not included within the 2019/20 notional schools block means these figures can only be used for illustration and explains why the total is £3.5m higher than funding available. This is for information only and is not an option.



	C
	NFF published factor values with area cost adjustments replicated in WCC formula with the funding floor of a minimum increase of 1% per pupil compared to the 2017/18 baseline.  This demonstrates the NFF financial year allocations for current pupil numbers for information and is not an option as the total is £1.198m higher than the total funding to be allocated.    


	Option 1
	This option replicates 2019/20 NFF published factor values with area cost adjustments in the WCC formula with MFG of minus 0.8% in order to balance to the schools block indicative funding total. This option therefore reflects the 2019/20 NFF values while ensuring that school funding cannot reduce by more than 0.8% per pupil compared to 2018/19. The cost of the MFG is £2.1711m.



	Option 2
	This option uses the existing WCC formula factor values adjusted for the overall increase in funding of £0.754m and retains the MFG at minus 1.5% per pupil. This option does not make any move towards the NFF and partially keeps the WCC historical inequities. This is the default funding methodology if the Schools’ Forum do not come to a decision on a preferred option. The cost of the MFG is £1.130m


	Option 3
	This option replicates 2019/20 NFF published factor values with area cost adjustments in the WCC formula with MFG of minus 0.3% per pupil with school funding increases capped at 3% per pupil in order to balance to schools block indicative funding total. This option therefore reflects the 2019/20 NFF values while ensuring that each school’s funding per pupil cannot reduce by more than 0.3% per pupil. The cost of the MFG is £2.480m less the capping of £0.309m. A NFF adjusted formula with MFG of 0.3% reduction per pupil.



	Option 4
	This option replicates the WCC 2018/19 formula with a 0% MFG meaning schools are protected at the same per pupil funding as 2018/19.  The cost of the MFG is £1.718m. This option represents per pupil funding stability but does not make any move towards the NFF (as expected by the DfE) and keeps the WCC historical inequities as it reduces potential increases.




5.2
One school suggested further modelling using a minimum funding level within the formula – however the regulations do not enable a minimum funding level factor taking account of all factors. The City of Westminster schools are all funded above the minimum funding level within the NFF of £3,500 for all primary schools and £4,800 for all secondary schools that have pupils in years 10 and 11 in 2019/20. There is now a minimum £5,100 per pupil funding for Key Stage 4 only schools and UTCs.  It was also suggested that the AWPU values should be increased and as a result of the increase in the provisional schools block the AWPU has been increased in options 2 and 4.  The AWPU values within the other options are at the NFF AWPU values (plus the area cost adjustment) and any AWPU increases would mean moving away from the NFF rather than towards the NFF in line with the ESFA expectations.
5.3
Significant growing schools have additional advance funding and required a technical disapplication from the ESFA in November. This is because the 2018/19 budget methodology was putting the future effects of growth beyond one year. The vast majority of the schools block must be based upon lagged funding and the final cleansed data from ESFA. 

6.
RECOMMENDATIONS 
6.1
Schools Forum are recommended:

6.1.1
To agree which of the principles for funding are supported, fair and transparent or funding stability.

6.1.2
To agree which of options 1 to 4 detailed in section 3 is supported. The default funding methodology, if the Forum do not decide on a preferred option, is option 2, the continuation of the existing WCC formula with the MFG at 1.5%
6.1.3
To agree a 0.5% (£565,838 based on the provisional schools block) transfer from the Schools Block to the High Needs Block to partially cover High Needs funding pressures.
6.1.4
To review updated figures after information has been received from the ESFA, but before the 21st January 2019 statutory deadline for APT submission.
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