

CITY OF WESTMINSTER
SCHOOLS’ FORUM – 21ST JANUARY 2019
REPORT BY THE LEAD STRATEGIC FINANCE MANAGER – CHILDREN’S SERVICES – AMENDED AFTER HIGH NEEDS REFERENCE GROUP (15TH JANUARY) 
HIGH NEEDS: TARGETED SUPPORT FUNDING OPTIONS AND POSITION REGARDING TRANSFER TO HIGH NEEDS BLOCK

1. INTRODUCTION

1.1 The WCC high needs block has an underlying overspend of £1.183m.  In response to concerns raised by schools, colleges and LAs about the pressures on high needs budgets where the costs are rising, additional high needs funding allocations were announced across all local authorities, of £125 million in each of 2018-19 and 2019-20. The allocation for Westminster City Council is £481,248 for both 2018-19 and 2019-20. This leaves an underlying overspend of £702,000. As part of the review of high needs budgets the WCC targeted support funding was reviewed.
1.2 The methodology for the high needs funding protection (now known as targeted support funding) was agreed at the Schools Forum on 27th January 2014. During the review of the targeted support funding it was identified that the agreed methodology was not applied in 2018/19.
1.3 The paper attached as Appendix A went to the high needs reference group meeting on 15th January 2019 for consideration.  The high needs reference group favoured an additional option which is shown as option 4 in the amended Appendix B.
1.4 Under the funding regulations a transfer can be made from the schools block of the Dedicated Schools Grant (DSG) to the high needs block to a maximum of 0.5% (£0.562m).  This transfer was agreed by the Schools’ Forum in 2018/19.
2. 2018/19 TARGETED SUPPORT FUNDING
2.1 The methodology agreed in January 2014 takes 1% (primary) and 2% (secondary) of the number on roll as the amount of EHCPs (previously statements of SEN) schools are expected to fund within their overall budget.  Any schools that have EHCPs above the 1% or 2% threshold are funded at £6,000. The allocations made in 2018/19 are not based on this agreed methodology and have therefore been recalculated as shown in Appendix C. Column J shows the amended allocations, totalling £1.034m.  Column K shows the comparison between the allocations made to schools and the correct allocations. This shows that 16 schools were underfunded by a total of  £0.481m and 28 schools were overfunded by a total of £0.401m.
2.2 The high needs reference group supported the allocation to the underfunded schools with no change to the overfunded schools. If supported the £0.481m (shown in column L) would be chargeable to the high needs block and would be covered by the overall DSG forecast underspend in 2018/19 (detailed in the DSG monitoring paper elsewhere on the agenda) or would be charged to the DSG balance from 2018/19.  
3. TARGETED SUPPORT FUNDING - BACKGROUND
3.1 The current targeted support methodology does not meet the Education & Skills Funding Agency (ESFA) requirements particularly re additional funds being ‘targeted only to a minority of schools which have particular difficulties because of their disproportionate number of pupils with SEND’. The WCC targeted support (also known as element 2) allocations are funded within WCC high needs block and therefore can only support WCC resident pupils.  The ESFA guidance says:

3.1.1 Local authorities can provide additional targeted funding outside the main funding formula for mainstream schools and academies on a consistent and fair basis where the number of their pupils with SEND and/or high needs cannot be reflected adequately in the funding they receive through the local funding formula. They should define the circumstances in which additional funding will be provided from their high needs budget.

3.1.2 Additional funding may be provided where there are a disproportionate number of pupils with SEND and it’s not possible to target additional funding to the school through factors in the school funding formula.

3.1.3 Local authorities should have a formula or other method, based on their experience of distributing additional funding to their schools and academies. This should be agreed with schools and described on the authority proforma tool (APT). In all cases the distribution methodology should be simple and transparent, and devised so that additional funds are targeted only to a minority of schools which have particular difficulties because of their disproportionate number of pupils with SEND or high needs.
4. TARGETED SUPPORT FUNDING OPTIONS FOR 2019/20
4.1 The following options are provided for consideration (option 1 to 4 detailed in spreadsheet appendix B). The options would apply from 2019/20. 
4.1.1 Option A - Cease support completely and save £973k towards elimination of £0.7m high needs block overspend and additional pressures expected from 2019/20 for post 16 pupils with EHCPs.
4.1.2 Option 1 -. If total of £6,000s (In accordance with DfE requirements Schools meet the first £6,000 of additional support costs from delegated funds within school budget share and academy grant) needed for WCC EHCPs is more than 50% of notional SEN funding, fund those above at 50% (£3,000). Based on EHCPs in December the allocations for 2019/20 will total £21,000. In future years and in line with all funding allocated through the ESFA tool the allocation will be based on EHCP number in the October prior to the start of the financial year.
4.1.3 Option 2 as option 1 and one off transitional protection - limiting reduction for schools with WCC EHCPs to £40,000.  Based on corrected 2018/19 allocations the estimated cost is £273,870 of which £252,870 is a one off allocation in 2019/20.
4.1.4 Option 3 - if total of £6,000s (In accordance with DfE requirements Schools meet the first £6,000 of additional support costs from delegated funds within school budget share and academy grant) needed for WCC EHCPS is more than 50% of notional SEN funding, fund those above at 100% (£6,000). Based on EHCPs in December the allocations for 2019/20 will total £42,000. In future years and in line with all funding allocated through the ESFA tool the allocation will be based on EHCP number in the October prior to the start of the financial year.
4.1.5 Option 4 as option 3 and one off transitional protection - limiting reduction for schools with WCC EHCPs to £40,000.  Based on corrected 2018/19 allocations the estimated cost is £294,870 of which £252,870 is a one-off allocation in 2019/20.
4.1.6 Note – nursery pupils are excluded in the above models as they are not funded via the mainstream school formula to which the above applied.  Funding for early years pupils with EHCPs in all settings will be considered at a future high needs review group meeting.
4.2 The high needs review group (15th January 2019/20) supported option 4 in paragraph 4.1.5 above.
5. POSITION REGARDING THE HIGH NEEDS BLOCK AND ALLOWED TRANSFER FROM THE SCHOOLS BLOCK

5.1 The high needs block has an underlying forecast overspend of £1.183m as shown in the table below.  The expenditure in all areas is being fully reviewed.  
	
	£000s

	2018/19 high needs block forecast overspend 12/12/18
	  621

	Budget transfer from schools block to high needs block – 2018/19
	  562

	Sub total underlying overspend
	1,183

	Additional high needs allocation (SoS Dec 18)
	  481

	Sub total remaining high needs overspend
	  702


5.2 As a result of the additional high needs block allocations for 2018/19 and 2019/20 the forecast overspend reduces to £702,000 in 2019/20.  If the proposed changes are made to the targeted support funding as detailed in section 4 (option 4) above this would reduce the forecast overspend by £678,000 and therefore for 2019/20 it is not proposed to make the 0.5% transfer from the schools block to the high needs block.  The additional allocations for each school are shown in column M of Appendix B and are in addition to the figures in the schools revenue funding settlement figures shown in the separate agenda item.
5.3 This position would need to be reviewed for 2020/21 when a transfer may be required, particularly if the additional £0.481m provided by the ESFA does not continue.  If the 2019/20 high needs block does overspend this will be funded by the DSG carry forward balance.
6. RECOMMENDATIONS
6.1 Schools’ Forum are recommended to:

6.2 Agree the allocation of an additional £0.481m to correct the 2018/19 high targeted funds allocation, detailed in Section 2.

6.3 agree option 4 as the preferred option for targeted support funding (detailed in section 4 above) to apply from 2019/20. 
6.4 If the proposal at 6.3 is agreed, with the additional high needs funding in 2019/20 from the ESFA, the LA will not need to transfer 0.5% from the schools block to the high needs block. This will result in funding allocations to schools in addition to the figures in the schools revenue funding settlement figures shown in the separate agenda item.  There may need to be a transfer in 2020/21 and this will be considered as part of the 2020/21 budget setting.
Anita Stokes

Lead Strategic Finance Manager – Bi-Borough Children’s Services

Melissa Caslake

Bi-Borough Executive Director – Children’s Services

Background papers:
High needs funding arrangements 2019-20
https://www.gov.uk/government/publications/high-needs-funding-arrangements-2019-to-2020 
Contact officer: Amanda Anerville, Senior Finance Manager – Bi-Borough Schools and
Education 
Tel: 020 7641 6364  


E-mail: aanerville@westminster.gov.uk

Appendix A

HIGH NEEDS BLOCK REFERENCE GROUP
15th January 2019
Targeted support funding future options

· At the high needs reference group on 12th December 2018, the 2018/19 high needs block was forecast to overspend by £621,000, after the transfer of £562,000 from the schools block to the high needs block and therefore the underlying overspend was £1,183,000. 

· In response to concerns raised by schools, colleges and LAs about the pressures on high needs budgets where the costs are rising, additional high needs funding allocations were announced across all local authorities, of £125 million in each of 2018-19 and 2019-20. The allocation for Westminster City Council is £481,248 for both 2018-19 and 2019-20.  These figures are shown in the table below:
	
	£000s

	2018/19 high needs block forecast overspend 12/12/18
	  621

	Budget transfer from schools block to high needs block – 2018/19
	  562

	Sub total underlying overspend
	1,183

	Additional high needs allocation (SoS Dec 18)
	  481

	Sub total remaining high needs overspend
	  702


· With a remaining overspend of £702,000, expenditure charged to the high needs block still needs to be reduced particularly on discretionary areas of expenditure.  There are also expected to be increased pressures in future years due to pupils with EHCPs being supported up to age 25. If reductions are agreed it is proposed not to request a transfer from the schools block to the high needs block in 2019/20, which would increase funding to all mainstream schools. The additional allocation to mainstream schools (based on 2018/19) is shown in the attached appendix in column K.

· The WCC targeted support (also known as element 2) allocations are funded within WCC high needs block and therefore can only support WCC resident pupils.  The current targeted support methodology does not meet the Education & Skills Funding Agency (ESFA) requirements particularly re additional funds being ‘targeted only to a minority of schools which have particular difficulties because of their disproportionate number of pupils with SEND. The ESFA guidance says:

· Local authorities can provide additional targeted funding outside the main funding formula for mainstream schools and academies on a consistent and fair basis where the number of their pupils with SEND and/or high needs cannot be reflected adequately in the funding they receive through the local funding formula. They should define the circumstances in which additional funding will be provided from their high needs budget.

· Additional funding may be provided where there are a disproportionate number of pupils with SEND and it’s not possible to target additional funding to the school through factors in the school funding formula.

· Local authorities should have a formula or other method, based on their experience of distributing additional funding to their schools and academies. This should be agreed with schools and described on the authority proforma tool (APT). In all cases the distribution methodology should be simple and transparent, and devised so that additional funds are targeted only to a minority of schools which have particular difficulties because of their disproportionate number of pupils with SEND or high needs.
· Options were presented to the high needs block reference group on 12th December and further to the discussion, the impact on school budgets of no longer transferring funds from the schools block to the high needs block is shown with the options in the spreadsheet appendix, column L.  The ‘cliff edge’ for some schools even with the transitional protection was also a concern, however increasing transitional protection is not affordable within the high needs block.  The options are all in line with the ESFA requirements and protect schools with relatively high numbers of WCC pupils with EHCPs and relatively low levels of notional SEN funding. 

· The ESFA guidance above indicates that the funding is allocated once per year based on EHCP numbers at December each year, alternatively it would be possible to allocate a year in arrears based on two or three points in the previous year.

· The following options which are those considered on 12th January and the additional £562,000 funding referred to above are provided for consideration (option 1 to 3 detailed in appendix). The options would apply from 2019/20:

· Option A - Cease support completely and save £972k towards elimination of £0.7m high needs block overspend and additional pressures expected from 2019/20 for post 16 pupils with EHCPs.

· Option 1 -. If total of £6,000s (In accordance with DfE requirements Schools meet the first £6,000 of additional support costs from delegated funds within school budget share and academy grant) needed for WCC EHCPs is more than 50% of notional SEN funding, fund those above at 50% (£3,000). Based on 2018/19 data the estimated cost is £21,000.

· Option 2 as option 1 and one off transitional protection - limiting reduction for schools with WCC EHCPs to £40k.  Based on corrected 2018/19 allocations the estimated cost is £222,378 of which £201,378 is a one off allocation in 2019/20.

· Option 3 - if total of £6,000s (In accordance with DfE requirements Schools meet the first £6,000 of additional support costs from delegated funds within school budget share and academy grant) needed for WCC EHCPS is more than 50% of notional SEN funding, fund those above at 100% (£6,000). Based on 2018/19 data the estimated cost is £42,000.

· Note – nursery pupils are excluded as they are not funded via the mainstream school formula to which to above applied.  Funding for early years pupils with EHCPs in all settings will be considered at a future meeting.
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This report proposes allocations in 2018/19 to reflect amended high needs targeted support calculations.





Options are presented for the 2019/20 high needs targeted support funding so that going forward the funding meets the Education & Skills Funding Agency (ESFA) requirements and is targeted only to a minority of schools which have particular difficulties because of their disproportionate number of pupils with SEND or high needs. 





A recommendation is also made regarding the allowed transfer of 0.5% from the schools block of the Dedicated Schools Grant to the high needs block.





FOR DECISION








Page 1 of 8

