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1. Purpose of report  
 

The purpose of this report is to provide the Cabinet Member with an initial 
summary and impact assessment, of the proposals contained within the 'school 
funding formula' consultation documents issued by the Department for 
Education (DfE) on the 7th March 2016. 

 
 
2. Recommendations 
 

It is recommended that the Cabinet Member: 
  

a. Note the Department for Education's proposed changes to the 
school funding arrangements and the potential impact of these 
changes, as set out within this report;  and in particular: 
 
2017-18 

i. The transitional period for 2017-18 and 2018-19. Funding to 
Local Authorities would be allocated on a national formula 
basis, but Local Authorities would continue to distribute this 
to schools based on a local formula. 

ii. Additional ring-fencing. The 'Schools Block' funding will be 
ring-fenced within the Dedicated Schools Grant (DSG). 

iii. Creation of a new 'Central Schools Block' which will include 
the 'retained duties' element of the Education Services Grant 
(ESG). 

iv. The Introduction a formulaic method for distributing High 
Needs funding from central to local government from 2017-18 
(including Special Education Needs (SEN) and Alternative 
Provision (AP)). 
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v. The proposed fundamental review of Schools Forum.  
 
2019-20 
vi. The implementation of a single National Funding Formula 

from 2019-20 (at a school level), with funding being passed 
directly by the Education Funding Agency. 

vii. Withdrawal of current de-delegation arrangements. 
 

b. Note the submission of the response to stage 1, of the Department 
for Education's consultation, as shown at Appendix 1. 
 

c. Endorse the creation of a working group to guide and inform the 
development of the local funding arrangements for 2017-18 and 
2018-19 as set out in section 10. 
 

 
3. Background 
 

3.1. On the 7th March 2016, the government issued its consultation 
documents, setting out its plans for reforming funding for schools and for 
high-cost special educational needs and alternative provision.1 
 

3.2. The proposals seek to implement a 'national funding formula for schools' 
and meet the commitment set out in the Spending Review 2015: 
 
'1.165 The government will introduce the first ever national funding formula for 
schools, high needs and early years, so that funding is transparently and fairly 
linked to children’s needs. This will end the unfair system where a child from a 
disadvantaged background in one school attracts half as much funding as a 
child in identical circumstances in another school, simply because of where they 
live. 

 
3.3. This report seeks to provide Members with an initial summary and impact 

assessment, of the proposals contained within the consultation 
documents issued by the DfE. Further updates will be provided as the 
consultation and implementation processes develop and further details 
are made available. 
 

 
4. DfE Consultation Process 

 
4.1. The DfE launched a two stage consultation process, as detailed below: 

 

Stage 1:  

Mainstream Schools - a vision for the future funding system as a whole:  

o the principles that underpin the formula 

                                            
1
 https://consult.education.gov.uk/funding-policy-unit/schools-national-funding-formula 

 

https://consult.education.gov.uk/funding-policy-unit/schools-national-funding-formula
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o the building blocks that are used to construct the formula 

o the factors to be included in the formula 

 

High Needs - covers high level principles, key proposals and options for 

changes to high needs funding to the local authority and changes to the 

way High Needs funding supports providers. 

The stage 1 consultation closed on 17th April 2016. 

Stage 2: 

Mainstream Schools - will focus on how the government will propose to 

balance the different factors in the national funding formula and the 

impact of the formula for individual areas and schools.  

 

High Needs - will set out detailed proposals on factor weightings, the 

impact for local authorities and transitional protection. 

These consultation dates are not yet published. 
 

4.2. An initial draft response to the stage 1 consultation process was 
circulated for comments and suggested amendments on the 30th March 
2016. The final consultation response was submitted to the DfE by the 
deadline of the 17th April (for both mainstream and high needs). A copy of 
the response can be found at Appendix 1. 
 
 

5. Underpinning Principles 
 

5.1. The reforms that the government is proposing within the consultation are 

underpinned by the following 7 principles: 

 Supports opportunity for all pupils to achieve their potential.  

 Is fair.  Allocates funding based on objective measures, not historical 

reasons.  

 Is efficient. Allocates resources to match need. 

 Gets funding straight to the frontline.  

 Is transparent. Schools understand the funding they receive and how 

it is likely to change. 

 Is simple.  

 Is predictable. Enables schools and local authorities to manage and 

plan for year on year changes. 

 

5.2. In responding to the consultation question on the underpinning principles 

above, it was highlighted it would be helpful to also have a set of 

principles to guide and support the transition phase towards the new 

national funding formula. For example: a proposed target ratio for the 
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primary/secondary funding proportions, guidance as to acceptable levels 

of Minimum Funding Guarantee (MFG) protection. 

 
6. Mainstream Funding Arrangements 
  

6.1. The main proposed changes to the mainstream funding arrangements 
can be summarised as: 
 
a. A single National Funding Formula from 2019-20. A national 

funding formula at a school level from 2019-20, with funding being 
passed directly by the Education Funding Agency.  

b. Withdrawal of current de-delegation arrangements. 
c. A transitional period. For 2017-18 and 2018-19, funding to Local 

Authorities (LAs) would be allocated on a national formula basis, but 
Local Authorities would continue to distribute this to schools based on 
a local formula. 

d. Additional ring-fencing. The 'Schools Block' funding will be ring-
fenced within the Dedicated Schools Grant (DSG). 

 
 
Proposed changes to the mainstream funding formula 

 
6.2. The DfE are proposing to construct the new national funding formula 

model based on the following 4 building blocks (A to D): 
 

 
    *Private finance initiative commitments, split sites and exceptional premises circumstances 
 
 

6.3. The proposed model includes funding formula factors that are used 
within the current funding formula model. However, the DfE are 
considering reviewing some of the data sets used for these factors; such 
as deprivation and use of the Free School Meal (FSM) or Income 
Deprivation Affecting Children Index (IDACI) data sets. 
 

6.4. For 2017-18 and 2018-19, the DfE are also considering allocating 
funding, based on historic spend for the following factors: 
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 Business rates 
 Private Finance Initiatives (PFI) 
 Split Sites (not used in Portsmouth) 
 Other exceptional circumstances (not used in Portsmouth) 
 Growth Funding 

 
6.5. Whilst not all of the above factors are currently used in Portsmouth, the 

use of historic spend figures, as a basis of allocating funding to local 
authorities, for Business Rates, PFI or the Growth Factor in 2017-18 and 
2018-19 is not felt to be an appropriate method to reflect the changing 
local funding requirements for these factors. 
 

6.6. For example, allocating growth funding based on historic spend, is 
unlikely to be an adequate predictor of future growth funding 
requirements as highlighted within the consultation document. Currently, 
in setting our annual Dedicated Schools Grant budgets, we are able to 
factor our annual growth fund requirements in setting the overall schools 
budgets. 
 
This proposed methodology also continues the potential unfairness for 
schools in different local authorities. For example:  
 Authority A might provide a lump sum payment for a school opening 

up a new class 
 Authority B might provide the equivalent of the AWPU or other formula 

funding, for each new child expected 
 Authority C might not have a growth fund at all 
 
Alternative proposals would be: 
 To allocate growth funding to local authorities based on submitted 

forecasts. 
 To require local authorities to estimate pupil numbers for new basic 

needs classes on the Authority Proforma Tool and fund accordingly. 
 

6.7. There are some current funding factors that are proposed to be removed 
in developing the new formula: 
 
 Mobility (not used in Portsmouth) 

 Post 16 (not used in Portsmouth) 

 Looked After Children (currently in use) 

6.8. The government is also proposing to remove the Looked After Children 
funding factor and transfer that funding from the Dedicated Schools 
Grant to the Pupil Premium Plus funding; in order to increase the Pupil 
Premium Plus rate (currently £1,900). This change is proposed to be 
introduced from 2017-18. Currently Portsmouth allocates £281,392 
through this factor to 34 schools and Academies. 
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6.9. In moving to the new single National Funding Formula, the current ability 
to de-delegate expenditure to be managed centrally by the Local 
Authority on behalf of mainstream schools is proposed to be removed. 
These services will need to move towards a fully traded model. The 
budgets that are currently de-delegated and will be affected by this 
change include: 
 
 MABS 
 Union Duties 
 Free School Meal Eligibility checking 
 Museums 
 CLEAPS 

 
 
Transitional arrangements 

 
6.10. The DfE's objective is to implement a national funding formula at a 

school level from 2019-20, with funding being passed directly by the 
Education Funding Agency. However, for the financial years 2017-18 and 
2018-19, transitional arrangements will be put in place, whereby the 
Local Authority will continue to have a role in the funding arrangements.  

 
6.11. In 2017-18 and 2018-19 there will be some significant changes to the 

funding arrangements: 
 
a. Local Authorities will no longer be funded based on the current basis 

of Guaranteed Units of Funding (GUF) per pupil. Instead, the 
Schools Block funding will be allocated to Local Authorities based on 
a 'shadow' school level formula. 
 

b. An exercise to re-baseline the funding allocations between the 
Schools, Early Years and High Needs Blocks has been undertaken,  
which will also see the creation of a new 'Central Schools' funding 
block; as explained later in the report. 
 

c. The Schools Block funding will be ring-fenced from 2017-18, with an 
expectation that this funding is allocated in full to schools and 
Academies. This will reduce the flexibility to meet the pressures in 
other areas of the DSG, such as high needs; and potentially remove 
the current financial incentives for all schools to remain inclusive. 
 

d. There will be a national Minimum Funding Guarantee (MFG) and a 
cap on gains from 2017-18 in order to set the shadow formula. 
However, the DfE are currently proposing that there will be flexibility 
for Local Authorities to use a local MFG and a variable cap (and/or 
scale) during the transition period. No specific details are currently 
available on these local MFG flexibilities, but they are expected to be 
required in order for Local Authorities to be able afford the funding 
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allocations to schools and Academies; once they receive their new 
funding allocations based on the DfE's new 'shadow' formula. 

 
 

Potential Impact for Schools, Academies and the Local Authority 
 
6.12. As stage one of the consultation is focused on the building blocks and 

principles of the funding formula framework, the consultation documents 
do not provide specific details on funding levels and potential impacts on 
individual areas or schools; as this will provided in stage two. 
 

6.13. Whilst the proposed funding rates for 2017-18 are not yet available, it has 
been possible to undertake some provisional modelling, using the 
Minimum Funding Level's (MFL's)2 that the DfE had previously published. 
These levels were used by the DfE is determining the "least fairly funded" 
Authorities for the purposes of allocating the £390m of additional funding 
in 2015-16.  
 

6.14. By applying these MFL's to the 2016-17 Portsmouth funding formula, 
(which includes the pupil data from the October 2015 census), it has 
been possible to attempt to quantify the possible funding Portsmouth 
may receive in 2017-18 and also the potential impact at a school level. 
See Appendix 2 for the current funding rates and the MFL's. 
 

6.15. A number of other assumptions have also been applied in this modelling, 
including: 
 
 The Looked After Children factor has not been removed 
 The business rates, PFI and Growth fund remained unchanged. 
 The MFG and cap remained at 1.5% 
 An area cost adjustment has not been applied 

 
6.16. Based on the assumptions above and the current pupil level data, the 

overall estimated funding through this model would be £107.076m. When 
comparing this to our current allocation through the school funding 
formula, it would lead to an overall increase in funding of circa £730k.  
 

6.17. However on further review of the model, it was clear that as a result of 
the changes in the funding rates attached to each funding factor, at a 
school level there would be significant fluctuations in the level of funding 
each school would receive before the application of MFG. The model 
also shows that there would be a movement in funding from the Primary 
to the Secondary sector, as the 'primary to secondary' ratio increased 
from 1:28 to 1:33.  
 

                                            
2 Fairer schools funding Arrangements for 2015 to 2016, DfE, July 2014 
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6.18. The table below shows an analysis of the potential movement in funding 
(before the application of MFG or capping) by school phase: 
 

  No. of Schools & Academies 

  Infant Junior Primary Secondary 
Increase: 6 - 10% - - - - 

4 - 5.99% 2 1 3 1 

0 - 3.99% 9 10 2 9 
Decrease: 0 - 3.99% 4 1 4 - 

4 - 5.99% 1 - 2 - 

6 - 10% - - 9 - 

 TOTAL 16 12 20 10 

 
 

6.19. The largest absolute potential increases and decreases in the schools 
funding allocations (before the application of MFG or capping) are shown 
in the table below: 
 

 No. of Schools & Academies 

 Infant Junior Primary Secondary 
Max Increase 40,054 77,081 93,363 216,285 
Max increase 
as % 

3.56% 5.93% 3.97% 3.53% 

Max Decrease (56,886) (31,297) (246,948) - 
Max increase 
as % 

(4.91)% (2.70)% (9.69)% - 

 
 

6.20. The table above shows that 9 Primary schools would see a potential 
reduction in funding of between 6% and 10%, as a consequence of the 
using the MFL's referred to above. The 9 Primary schools affected within 
the model are those in some of the most deprived areas of the city; and 
would be affected as a result of the reduction in funding through the 
deprivation and prior attainment factors. 
 

6.21. It will be necessary to undertake further modelling at stage 2 of the 
consultation process; when it is anticipated that the DfE will provide 
further details of the actual funding rates that they will be using. 

 
 
7. Central Expenditure & Education Services Grant 
 

7.1. As Members will be aware, the DSG is allocated through three blocks: 
the Schools, Early Years and High Needs Blocks. The government is 
now proposing to introduce a fourth block: the Central Schools Block. It is 
proposed that this block will contain funding for central services (i.e. 
Admissions Service, Schools Forum, etc.) as well as the retained duties 
element of the Education Services Grant. The table at Appendix 3 
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summarises the areas of expenditure which may be funded through this 
block. 
 

7.2. The second phase of the consultation will set out a proposal for a formula 
through which the funding for this block will be provided to Local 
Authorities as well as the pace of transition. At this stage it is not possible 
to quantify the financial impact of these proposed changes. 

 
 
8. High Needs Funding Arrangements 
 

8.1. Whereas it is proposed that the funding for mainstream schools will be 
allocated directly to them from the Education Funding Agency in future, it 
is proposed that the other elements of the DSG including High Needs will 
continue to be managed by Local Authorities (other than the funding for 
high needs places in Academies). The proposed design of the overall 
DSG funding system is shown at Appendix 4. 
 

8.2. The main changes to the high needs funding arrangements can be 
summarised as: 

 
a. Introduce a formulaic method for distributing funding from central 

to local government from 2017-18 (including Special Education 

Needs (SEN) and Alternative Provision (AP)). 

b. An improvement to the current funding arrangements at local 

level, including changes to the way funding is distributed to various 

types of institution. 

High Needs Funding Formula Design 
 

8.3. The funding formula which is proposed to be used to allocate funding 
from central government to Local Authorities in the future, (instead of the 
current 'block allocation') is shown in the diagram below. 
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8.4. The DfE have based the above model on the research and analysis 
undertaken by Isos on their behalf. The above funding formula comprises 
five main factors, which will each use specific data sets. 
 
 Basic unit of funding for pupils in specialist settings 
 Population 
 Health 
 Low attainment 
 Deprivation 

 
8.5. In relation to Alternative Provision, the DfE propose to use the population 

and deprivation factors in the allocation of funding. 
 

8.6. In addition to the core funding, the DfE are proposing to include an 
element of current spending, based on 2016-17 planned spending levels, 
for a least the next five years, in order to give local authorities time to 
plan and implement infrastructure and other changes in future provision. 
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8.7. Furthermore, the DfE are proposing additional adjustments for the 
following: 
 
 An area cost adjustment 
 An adjustment to reflect pupil movements between areas (there will be 

an adjustment of £6,000 for each pupil who is in an SEN place (not 
AP), outside of their area of residence. 

 
8.8. An overall MFG will also be applied, so that the overall funding an 

Authority receives would not reduce by more than a specified percentage 
each year. 

 
 

Hospital Education Funding 
 

8.9. It is proposed to continue to distribute hospital education funding based 
on information about local authorities’ and academies’ current spending 
levels, and any adjustments needed from year to year to reflect changes 
in hospital provision.  

 
 

Funding Formula Re-Design - Financial Impact 
 

8.10. Again, as with the mainstream consultation, stage one is focused on the 
building blocks and principles of the funding formula framework, the 
consultation documents do not provide specific details on funding levels 
and potential impacts; as this will provided in stage two. 
 

8.11. Additionally, there are no MFL's or similar data available on which to 
undertake some early financial modelling. Therefore at this stage it is not 
possible to assess the financial impact of these proposals. 

 
 

Resourced Units 
 

8.12. It is proposed that Resourced Units and Special SEN Units attached to 
mainstream schools will receive a lower level of place funding (i.e. 
£6,000 rather than £10,000. In order to replace the £4,000 of place 
funding, it is proposed that these units include the pupils within their 
schools pupil count in order to attract the relevant funding through the 
mainstream funding formula. 
 

8.13. No changes are proposed to the funding arrangements for Special 
Schools. 
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9. Schools Forum 
 

9.1. In advance of the full introduction of the single national funding formula in 
2019-20, the DfE propose to carry out a review of the role, functions and 
membership of Schools Forums; they do not intend to make changes to 
the make-up or functions of the Forum during the period 2017-18 and 
2018-19. 
 
 

10. Working Groups 
 

10.1. As we have done in previous years, we are proposing to establish a 
funding reform working group. Based on the consultation documents and 
the DfE's proposals as summarised within this report, we believe it is only 
necessary to establish a mainstream working group at this stage. The 
role of the working groups is to agree the set of principles which will 
guide and inform the financial modelling, necessary to developing the 
funding arrangements. 
 

10.2. It is proposed that the working group will be comprised of representatives 
as shown below. 
 

 

 Mainstream Group 

 Primary Secondary 

Head Teacher   

Governor   

Finance   

Academy Rep   

 
 

10.3. It will be necessary to wait until the second stage of the consultation 
process is released, before we can confirm the scope for this group as 
well as the timing of the meetings. However, we propose to seek 
nominees at this early stage in order to ensure we can proceed as 
quickly as possible. 
 
  

11. Reasons for recommendations 
 
  The purpose of this report is to provide the Cabinet Member with an initial 

summary and impact assessment, of the proposals contained within the 'school 
funding formula' consultation documents issued by the Department for 
Education (DfE) on the 7th March 2016. It is recommended that report is noted. 
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12. Equality impact assessment (EIA) 
 
 This report does not require an Equality Impact Assessment as the 

recommendations are for noting and do not have any impact upon a particular 
equalities group.  

 
 
13. Legal comments 
 
 There are no legal implications arising from the recommendations in this report. 
 
   
14. Director of Finance's comments 
 
 Financial comments have been included within the body of this report. 
 
 
 
……………………………………………… 
Signed by: Alison Jeffery, Director of Children's Services 
 
 
Appendices: 
1. Consultation Response 
2. The Current 2016-17 Funding Rates and the 2015-16 Minimum Funding Levels 
3. Central Schools Block 
4. Proposed Design of the DSG Funding System 
 
 
Background list of documents: Section 100D of the Local Government Act 1972 
 
The following documents disclose facts or matters, which have been relied upon to a 
material extent by the author in preparing this report: 
 

Title of document Location 
DfE Consultation documents https://consult.education.gov.uk/ 

Fairer schools funding Arrangements 
for 2015 to 2016, DfE, July 2014 

https://www.gov.uk/government/publications/fairer-schools-
funding-arrangements-for-2015-to-2016 

School Budget Shares Education Finance Team 

 
The recommendation(s) set out above were approved/ approved as amended/ deferred/ 
rejected by ……………………………… on ……………………………… 
 
 
……………………………………………… 
Signed by:   

https://consult.education.gov.uk/
https://www.gov.uk/government/publications/fairer-schools-funding-arrangements-for-2015-to-2016
https://www.gov.uk/government/publications/fairer-schools-funding-arrangements-for-2015-to-2016
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Appendix 1 - Consultation Response 
 

Schools National Funding Formula (mainstream) - stage 1 
Consultation Response 

 

Q1 - Do you agree with our proposed principles for the funding system? 

Yes. 

In addition to the principles for the new funding formula arrangements, we would also like 

to see a set of principles that will guide and support the transition phase towards the new 

national funding formula. For example: a proposed target ratio for the primary/secondary 

funding proportions, guidance as to acceptable levels of Minimum Funding Guarantee 

(MFG) protection. 

 

Q2 - Do you agree with our proposal to move to a school-level national funding 

formula in 2019-20, removing the requirement for local authorities to set a local 

formula? 

No. 

Whilst we support the proposed principles for the funding system, we do not support the 

proposal to move towards a complete "hard" national funding formula in 2019-20. Through 

moving to a completely "hard" formula, the ability to make funding decisions locally to 

support schools will be removed. For example: 

- In order to meet growing pressure to find places in our primary phase, it was 

decided to convert one of our existing secondary schools into an "all-through" 

school. Through the current local flexibility with the growth fund criteria, it was 

possible through Schools Forum to seek agreement to allocate one-off funding to 

support the revenue costs of expanding the school.  

- By having local control over our PFI factor we are able to adjust this factor annually 

to reflect the indexation increases within our PFI Project Agreement; in order for the 

school to receive funding to match the increase in its underlying costs; which would 

not be possible with a nationally set funding rate. 

- Through local knowledge we are able to adjust the rates factors locally to reflect 

changes in the multiplier rate as well as rateable value adjustments. It is highlighted 

within the consultation that this will become more difficult with a "hard" funding 

formula. 

- Following a spate of infant and junior school amalgamations, we have considered, 

with our Schools Forum, the appropriateness of introducing a split sites factor. We 

have concluded that the factor is not necessary for our schools due to the 

geographical nature of the city, but this decision may not be appropriate in other 
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local authorities where schools are not in close proximity to each other. A "hard" 

national formula would provide "one size fits all" funding which would not be 

appropriate for some schools. 

- It's unclear how a "hard" national formula would treat exceptional circumstances 

e.g. joint agreements, listed buildings or additional funding for off-site PE activities, 

where local knowledge of the circumstances is not available. This could 

disadvantage some schools, particularly small, necessary, schools, which do not 

have the resources to write "winning" bids for additional funding. 

 

Q3 - Do you agree that the basic amount of funding for each pupil should be 

different at primary, key stage 3 and key stage 4? 

Yes. 

 

Q4 (a) Do you agree that we should include a deprivation factor? 

Yes. 

 

Q4 (b) Which measures for the deprivation factor do you support? 

 Pupil-level only (current FSM and Ever6 FSM) 

 Area-level only (IDACI) 

 Pupil and area level 

Pupil and area level. 

 

Q5 Do you agree we should include a low prior attainment factor? 

Yes. 

 

Q6 (a) Do you agree that we should include a factor for English as an additional 

language? 

Yes. 

 

Q6 (b) Do you agree that we should use the EAL3 indicator (pupils registered at any 

point during the previous 3 years as having English as an additional language)? 

Yes. 

 

Q7 Do you agree that we should include a lump sum factor  

Yes. 
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However, consideration should be given to the level of the lump sum factor for primary 

phase schools. Where schools are considering amalgamation for educational reasons, the 

loss of the lump sum factor (despite transitional protection) has been a potential factor in 

preventing the amalgamation taking place. We have therefore been decreasing the 

amount of the primary lump sum factor in recent years to remove this potential barrier and 

have reallocated funding through pupil led factors. Where schools are small and 

necessary, the sparsity factor should ensure that overall funding is sufficient. 

 

Q8 Do you agree that we should include a sparsity factor? 

Yes. 

 

Q9 Do you agree that we should include a business rates factor? 

Yes. 

 

Q10 Do you agree that we should include a split sites factor 

Yes. 

Whilst we do not believe the factor is appropriate for our schools, as set out in our 

response to question 2, we do recognise that it may be appropriate for some areas. We 

would therefore advocate local discretion over this factor. 

 

Q11 Do you agree that we should include a private finance initiative factor? 

Yes. 

We do not believe that a PFI factor could be implemented nationally on generic or 

formulaic basis, since all PFI contracts are unique. We would therefore advocate local 

discretion over this factor. 

 

Q12 Do you agree that we should include an exceptional premises circumstances 

factor? 

Yes. 

We do not believe that exceptional premises factors could be implemented nationally on a 

fair and consistent basis, since the circumstances for each school are, by their nature, 

exceptional. We would therefore advocate local discretion over this factor. 
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Q13 Do you agree that we should allocate funding to local authorities in 2017-18 and 

2018-19 based on historic spend for these factors? 

 Business rates 

 Split sites 

 Private finance initiatives 

 Other exceptions circumstances 

No.  

Whilst not all of the above factors are currently used in Portsmouth, the use of historic 
spend figures, as a basis of allocating funding to local authorities, for Business Rates, PFI 
or the Growth Factor in 2017-18 and 2018-19 is not felt to be an appropriate method to 
reflect the changing local funding requirements for these factors. 
 

Q14 Do you agree that we should include a growth factor? 

Yes. 

 

Q15 Do you agree that we should allocate funding for growth to local authorities in 

2017-18 and 2018-19 based on historic spend? 

No. 

Allocating growth funding based on historic spend, is unlikely to be an adequate predictor 

of future growth funding requirements as highlighted within the consultation document. 

Currently, in setting our annual Dedicated Schools Grant budgets, we are able to factor 

our annual growth fund requirements in setting the overall schools budgets.  

This proposed methodology also continues the potential unfairness for schools in different 

local authorities. For example:  

 Authority A might provide a lump sum payment for a school opening up a new class 

 Authority B might provide the equivalent of the AWPU or other formula funding, for 

each new child expected 

 Authority C might not have a growth fund at all 

Alternative proposals would be: 

 To allocate growth funding to local authorities based on submitted forecasts. 

 To require local authorities to estimate pupil numbers for new basic needs classes 

on the Authority Proforma Tool and fund accordingly. 

 

Q16 (a) Do you agree that we should include an area cost adjustment? 

Yes. 
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Q16 (b) Which methodology for the area cost adjustment do you support? 

 General labour market methodology 

 Hybrid methodology 

Hybrid Methodology. 

 

Q17 Do you agree that we should target support for looked after children and those 

who have left care via adoption, special guardianship or a care arrangement order 

through the pupil premium plus, rather than include a looked-after-children factor in 

the national funding formula? 

Yes. 

 

Q18 Do you agree that we should not include a factor for mobility? 

Yes. 

We do not currently use this factor. 

 

Q19 Do you agree that we should remove the post-16 factor for 2017-18? 

Yes.  

We do not currently use this factor. 

 

Q20 Do you agree with our proposal to require local authorities to distribute all of 

their schools block allocation to schools from 2017-18? 

No.  

 

Whilst we agree with the principle of allocating as much funding as possible directly to 

schools, the above proposal is based on the underlying principle that the schools block 

funding will be ring-fenced from the other funding streams within the Dedicated Schools 

Grant (DSG) from 2017-18. The current flexibility within the DSG to move funding between 

blocks encourages schools to support pupils with additional needs within the mainstream 

sector. The separation of funding for mainstream and high needs settings from 2017-18, 

(through the ring-fencing arrangement) removes the financial incentive for schools to 

remain inclusive; as it will no longer be possible to move funding from the schools block to 

the high needs budgets to meet increased demand. 
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The current consultation document does not address or propose any arrangements that 

will encourage schools to remain inclusive within this proposed ring-fenced funding 

arrangement. 

In addition, if local authorities do not have the flexibility to move funding between blocks, 

this will place a huge additional pressure on the high needs block at a time when the 

profile of need is increasing exponentially. This will potentially prevent them from fulfilling 

their statutory duties to our most vulnerable children.  

 

Q21 Do you believe that it would be helpful for local areas to have flexibility to set a 

local minimum funding guarantee? 

No. 

The proposal to allocate funding to local authorities using the national funding formula, (on 

a shadow basis) whilst expecting local authorities to continue to allocate funding using the 

existing national funding formula arrangements, will potentially create a lack of 

transparency and understanding in the school funding arrangements, particularly if 

different levels of Minimum Funding Guarantee (MFG) are being applied across the 

country.  

If the government is fully committed to implementing a national formula, then the transition 

should be made as quickly and transparently as possible, so that schools across the 

country are treated on an equal basis. The continuation of a national MFG will ensure that 

all schools are protected at the same level. 

Allocating funding to schools using the new National Funding Formula from 2017-18 and 

applying a national MFG, would enable clarity and transparency at all levels. 

 

Q22 Do you agree that we should fund local authorities' ongoing responsibilities as 

set out in the consultation according to a per-pupil formula? 

Yes. 

 

Q23 Do you agree that we should fund local authorities' ongoing historic 

commitments based on case-specific information to be collected from local 

authorities? 

Yes. 

 

Q24 Are there other duties funded from the education services grant that could be 

removed from the system? 
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No. 

 

Q25 Do you agree with our proposal to allow local authorities to retain some of their 

maintained school's DSG centrally - in agreement with the maintained schools in the 

forum - to fund the duties they carry out for maintained schools? 

Yes. 
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Schools National Funding Formula (High Needs) - stage 1 
Consultation Response 

 

 
Q1 - Do you agree with our proposed principles for the funding systems? 
Yes. 

In addition to the principles for the new funding formula arrangements, we would also like 

to see a set of principles that will guide and support the transition phase towards the new 

national funding formula.  

 

Q2 - Do you agree that the majority of high needs funding should be distributed to 

local authorities rather than direct to schools and other institutions? 

Yes. 

 

Q3 - Do you agree that the high needs formula should be based on proxy measures 

of need, not the assessed needs of children and young people? 

Yes. 

 

Q4 - Do you agree with the basic factors proposed for a high needs formula to 

distribute funding to local authorities? 

No. 

It is difficult to comment on the proposed factors as whilst they suggest that they are 

effective indicators of the level of high needs within a local authority, it is not clear: 

 How the funding will be allocated through these factors and what impact this will 

have on the distribution of high needs funding nationally and locally, (particularly in 

the longer term when the transitional protection arrangements are removed); 

 How the periodic updating of underlying data sets will be managed, in terms of 

mitigating the potential significant fluctuations in funding caused by the these 

changes (e.g. the IDACI updates every 5 years and the population census updates 

every 10 years). 

 

Q5 - We are not proposing to make any changes to the distribution of funding for 

hospital education, but welcome views as we continue working with representatives 

of this sector on the way forward. 

No comment. 
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Q6 - Which methodology for the area cost adjustment do you support? 

Hybrid methodology 

 

Q7 - Do you agree that we should include a proportion of 2016-17 spending in the 

formula allocations of funding for high needs? 

Yes. 

 

Q8 - Do you agree with our proposal to protect local authorities high needs funding 

through an overall minimum funding guarantee? 

Yes. 

 

Q9 - Given the importance of schools’ decisions about what kind of support is most 

appropriate for their pupils with SEN, working in partnership with parents, we 

welcome views on what should be covered in any national guidelines on what 

schools offer for their pupils with SEN and disabilities. 

All local areas are required to publish the provision that is 'ordinarily available' in schools 

for pupils with SEND, as part of their local offer. It would be helpful to strengthen and build 

on this requirement in order to ensure equity and consistency across schools, national 

guidelines could include examples of best practice.  

 

Q10 - We are proposing that mainstream schools with special units receive per pupil 

amounts based on a pupil count that includes pupils in the units, plus funding of 

£6,000 for each of the places in the unit; rather than £10,000 per place. Do you agree 

with the proposed change to the funding of special units in mainstream schools? 

No. 

We believe this would potentially reduce the core funding for Resourced/Special Units, if at 

the time of the census count there are less pupils in the unit than there are agreed places.  

 

Q11 - We therefore welcome, in response to this consultation, examples of local 

authorities that are using centrally retained funding in a strategic way to overcome 

barriers to integration and inclusion. We would be particularly interested in 

examples of where this funding has been allocated on an “invest-to-save” basis, 

achieving reductions in high needs spending over the longer term. We would like to 

publish any good examples received. 
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No comment. We are not using centrally retained funding. 

 

Q12 - We welcome examples of where centrally retained funding is used to support 

schools that are particularly inclusive and have a high proportion of pupils with 

particular types of SEN, or a disproportionate number of pupils with high needs. 

No comment. We are not using centrally retained funding for this purpose. 

 

Q13 - Do you agree that independent special schools should be given the 

opportunity to receive place funding directly from the EFA with the balance in the 

form of top-up funding from local authorities? 

No. 

 

Q14 - We welcome views on the outline and principles of the proposed changes to 

post-16 place funding (noting that the intended approach for post-16 mainstream 

institutions which have smaller proportions or numbers of students with high 

needs, differs from the approach for those with larger proportions or numbers), and 

on how specialist provision in FE colleges might be identified and designated. 

All local areas are required to publish the provision that is 'ordinarily available' in schools 

for pupils with SEND, as part of their local offer. It would be helpful to strengthen and build 

on this requirement in order to ensure equity and consistency across schools, national 

guidelines could include examples of best practice.  
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Appendix 2 - The Current 2016-17 Funding Rates and the 2015-16 
Minimum Funding Levels3 
 
 
 

Primary Secondary Primary Secondary

AWPU - Pri 2,918 2,880

AWPU - KS3 3,727 3,950

AWPU - KS4 4,336 4,502

FSM 237 300 882 1,052

IDACI - 1 0 0 209 289

IDACI - 2 0 0 260 379

IDACI - 3 946 635 347 470

IDACI - 4 1,261 846 422 554

IDACI - 5 1,577 1,058 477 614

IDACI - 6 1,892 1,270 691 819

LAC 2,811 2,811 1,004 1,004

Prior Attainment 740 2,000 669 940

EAL 359 1,822 466 1,130

Lump Sum 115,000 139,150 115,797 125,155

Current 2016-17 

Funding Rates

2015-16 Minimum 

Funding Levels

 
 
 
 
 

                                            
3 Source: Fairer schools funding Arrangements for 2015 to 2016, DfE, July 2014 
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Appendix 3 - Central Schools Block 
 
 
Functions that may be funded from the central schools block:

4
 

 
 
 

                                            
4
 Source: Schools National Funding Formula, Government Consultation - Stage 1, DfE, March 2016 
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