Schools Forum – 16th November 2022

Report of the Director of Finance 

Item 6 – 2023/24 Schools Funding and the Schools National Funding Formula



Reason for Decision

Following the Government announcement in July 2022 regarding the resources available for School Funding for 2023/24, it is necessary to consider how the funding for Schools and Academies should be distributed in 2023/24.  
    
 
Executive Summary

This report advises of the level of Dedicated Schools Grant (DSG) for 2023/24 together with its allocation across the three funding blocks for which information is currently available.  It is important to note that this funding is based on October 2021 pupil numbers and will be subject to change once calculations have been updated to reflect October 2022 pupil numbers.  

The report also provides information about the National Funding Formula (NFF) for Schools, the High Needs Blocks for Oldham and also presents a recommended approach for the distribution of the Schools Funding Block of the DSG to Schools and Academies for 2023/24.  

[bookmark: _Hlk119238265]In addition, the report details the proposed option to move to the 2023/24 NFF cash values in full except for the Area Cost Adjustment (ACA) where it is proposed that the factor applied in Oldham is initially reduced from 1.00547 to 1.00000.  However, a further assessment will be made after funding allocations based on updated pupil numbers are received.  It may then be possible to move to an allocation based on the full ACA which may require a movement of funding from the High Needs Block to the Schools Block

The indicative Schools block allocations to Local Authorities are funded by multiplying a Primary Unit of Funding (PUF’s) and Secondary Units of Funding (SUF’s) cash value by each pupil. The PUF’s and SUF’s for 2023/24 have been calculated based on school and pupil characteristics data from the 2022/23 authority proforma tool (APT) data which was based on October 2021 census information. They will not be updated for any characteristic changes to the October 2022 census until 2024/25. If there is a significant change in characteristics such as eligibility for free school meals, the factor values will be adjusted in our local formulae as necessary to meet any affordability pressures.

It is not proposed that there is any movement of funding from the Schools Block to the High Needs Block in order to manage the DSG as the DSG is forecast to be in surplus in 2023/24. 


Recommendation

It is recommended that Schools Forum approves that:

1) The DSG funding model outlined in the report which reflects the 2023/24 NFF cash values in full except for the Area Cost Adjustment factor, which is initially reduced to 1.00000y
2) A reassessment of the allocation arrangements takes place once the actual 2023/24 funding allocations are received with a view to moving to the full ACA if sufficient resources are available.
3) A transfer of funding between the High Needs and Schools Blocks if required as a means of funding the ACA.
4) The model will also be adjusted if there is a significant change in characteristics such as eligibility for free school meals to meet any affordability pressures.



Schools National Funding Formula

1	Background

1.1 The Dedicated Schools Grant (DSG) is a ringfenced grant payable to Local Authorities by Government for the funding of schools and academies.  Over a number of years, the Government is changing the way it funds schools via the DSG from locally agreed arrangements towards a standard means of allocating resources. This is known as the National Funding Formula (NFF). 

1.2 The DSG is made up of 4 blocks of funding 

· Schools
· High Needs
· Early Years
· Central Schools Services 

The Schools Block covers funding for:

a) Individual mainstream schools and academies
b) Growth funding for planned growth by the LA in schools.

The High Needs Block supports:

a) Provision for children and young people with special educational needs and disabilities (SEND) from their early years to age 25 in a range of provision including Special Schools, the Pupil Referral Unit, Post 16, Out of Borough and Independent in Borough placements, and the additional number of children with statements in mainstream schools.  
b) Council centrally retained expenditure for High Needs.

The Early Years block covers:

a) Two-Year-old Funding
b) Early Years Funding in Schools and Private, Voluntary and Independent provision (PVIs)
c) Centrally retained expenditure for under 5’s.

The Central Schools Services block covers:
a)  Funding previously allocated through the retained duties element of the      Education Services Grant (ESG) which was discontinued from 2018/19
b)    Central school services which includes the expenditure related to Schools Forum, Premature Retirements, Admissions service, and School Improvement
c)    School Licenses
d)    Statutory and Regulatory duties.

1.3 	Each of the 4 blocks is determined by a separate National Funding Formula which calculates the funding due to Local Authorities.  The Department for Education (DfE) has calculated the funding the Local Authority will receive for the Schools Block as if the National Funding Formula had been applied to Schools

1.4	Local Authorities are required to move their local formula factor values at least 10% closer to the NFF factor value in 2023/24, except where local formulae are already mirroring the NFF. Oldham is mirroring the NFF and therefore is not required to move the local formula factor values. It still remains the role of the Local Authority in 2023/24 to determine the funding for Schools and Academies via their Local Funding Formula for the Schools Block   However, there is a requirement for the Local Authority (LA) to consult with schools and academies on the DSG allocation methodology that will be applied for the forthcoming financial year (2023/24) where there are changes to the local funding formulae. Oldham is, once again proposing to retain the NFF values in full except (initially) for the Area Cost Adjustment (ACA) and therefore is not required to consult schools as there are no changes to the local funding formulae. 

1.5	It is recommended that the Oldham Council Finance Team undertakes a review of the financial position of the DSG once final funding allocations are received with a view to moving to the full ACA factor if there are sufficient resources. This  may require a movement of funding from the High Needs Block to the Schools Block.
1.6	If there is a significant change in characteristics such as eligibility for free school meals, the factor values in the local formulae will be adjusted as necessary to meet any affordability pressures.


2. 	Current Position

Funding Announcements

2.1      On 19 July 2022, the Department for Education, via the Education and Skills Funding Agency published provisional DSG funding allocations for 2023/24.   

2.2	The 2023/24 indicative DSG for Oldham is £296.106m.  As illustrated in the table below, this excludes funding for both the Early Years Block for 2023/24 and the Schools Block Growth, both of which are expected to be notified in December 2022.  When excluding these two allocations, there has been an overall increase in funding of £9.422m between 2022/23 and 2023/24.  The initial allocations as notified, are based on October 2021 pupil numbers. The final allocations for 2023/24 will be calculated using the October 2022 census which will be announced in December 2022. 

	Table 1 - 2022/23 DSG and the Indicative Allocation for 2023/24

	Dedicated Schools Grant (DSG)
	2022/23        £000
	2023/24 £000
	Difference £000

	Schools Block
	232,016
	238,566
	6,550

	High Needs Block
	52,251
	55,251
	3,000

	Central Schools Block ongoing
	1,568
	1,610
	42

	Central Schools Block historic
	849
	679
	(170)

	Sub Total
	286,684
	296,106
	9,422

	Early Years Block
	18,828
	tbc
	

	Schools Block growth
	1,323
	tbc
	

	Total
	306,835
	296,106
	



2.3	The Central School Services Block (CSSB) provides funding for Local Authorities to carry out central functions on behalf of maintained schools and academies. The block comprises two distinct elements: on-going responsibilities and historic commitments. For 2022/23, historic commitments have again been reduced by a further 20%. The DfE will continue to unwind this funding in future years. As a result, the allocation for Oldham for 2022/23 has reduced by £0.170m, this has been offset by an increase for on-going responsibilities of £0.042m. The impact of this reduction will be managed as part of the Council’s 2023/24 Budget Setting process.  In line with guidance an  application has been submitted to the Department to consider a request for additional funding as the actual value of commitments is more than the allocation for historic commitments. As in previous years, the Schools Block Growth (dependant on updated pupil numbers) and the allocation of the Early Years Block will be notified in December 2022.
	
2.4	The DfE has also issued financial information on the funding that individual schools would receive if the Local Authority moved in full to the NFF for 2023/24. These illustrative allocations are based on 2021 pupil data and characteristics.  Each school can view the calculation of its budget via the DfE COLLECT Portal

2.5 In 2023/24 the DfE will provide funding in the school’s block as follows:

(a) An increase of around 2.4% on 2022/23 NFF cash values (not locally set cash values) for pupil led factors and the lump sum, excluding Free School Meals Ever 6 (FSM6), Index Deprivation affecting Children Index (IDACI) and the Minimum Funding Guarantee (MFG). See Appendix 1 for 2023/24 NFF cash values and the relevant % increases

(b) An increase of 4.3% for FSM6 and IDACI compared to their 2022-23 values. This means that the DfE will be targeting a greater proportion of schools NFF funding towards deprived pupils. 

(c)  Area Cost Adjustment (ACA) – once the NFF cash values have been set for those factors at point (a) and (b) above, an area cost adjustment then inflates the allocation using a weighted multiplier. The ACA is a nationally determined weighting which is calculated based on differences in salary costs throughout the country and general labour market costs. The ACA will therefore be different in each Local Authority. In Oldham the ACA is 1.00547; however, 1.00000 is being used in the proposed 2023/24 funding formula. The financial position of the DSG will be reviewed once actual allocations are received will be allocated through an increase to the area cost adjustment. It is considered that adjusting the ACA i.e., increasing cash values, is the most equitable way to allocate any remaining funding. This will impact on all cash values equally. If there was to be an adjustment to just one of the factors, the increase would not be seen fairly by all schools.

(d) A Minimum Funding Level per pupil of £4,405 in primary and £5,715 secondary.

(e) A Minimum Funding Guarantee of 0.50% and no capping for any gainers.

(f) The school supplementary grant will be rolled into the schools NFF ensuring this additional funding forms an on – going part of schools’ core budgets.

2.6 [bookmark: _Hlk88752939]The indicative High Needs block allocation of £55.251m has increased by £3.000m between 2022/23 and 2023/24.  The actual allocation for High Needs will change further having regard to changes in pupil and student numbers and their movement between Local Authorities through basic entitlement factor and import/export adjustment.  The High Needs Block of the DSG has been in a deficit position for several years and even with this increase in resources, is forecast to remain in a cumulative deficit position until 2023/24.  The funding pressure that this High Needs position has caused, has resulted in the whole DSG being in a deficit position.  For six years to 2021/22 financial year, the Council and Schools Forum have agreed a movement of funding from the Schools to the High Needs Block as a means of managing this deficit.

2.7		The table below shows the approved movements from the school’s block by financial year; £8.295m in total and as a percentage movement.  This has been an extremely important, indeed a vital, means of managing the DSG financial position and highlights the collaborative way in which Schools Forum has worked to support the Oldham Schools family. 
Table 2 - Approved Movements from the Schools Block to High Needs Block

	Financial Year


	£000


	% Movement Between Blocks



	2016/17
	  385
	0.21

	2017/18
	2,380
	1.29

	2018/19
	1,878
	1.00

	2019/20 
	1,594
	0.84

	2020/21
	1,009
	0.50

	2021/22
	1,049
	0.50








2.8	The 2022/23 consultation process set out the proposal for a further movement of funding between the Schools and High Needs Block of 0.5%. However, following   confirmation of the Authority’s funding allocation on 16 December 2021 it was agreed that this was no longer required. In this regard it is important to note that the 2023/24 High Needs funding is expected to be sufficient to cover estimated in-year spending demands in the High Needs Block, and while this does not fully address the cumulative deficit position, a transfer between the Schools and High Needs Block is not being considered for 2023/24. Instead, depending on the level of resources available, the full movement to the ACA factor, which is a key objective, may require a transfer of funding from the High Needs Block to the Schools Block.
         
2.9     Oldham’s proposed formula for 2023/24 is therefore the same as for 2022/23 and is based on Oldham moving to the National Funding formula allocations in full for 2023/24 except for the Area Cost Adjustment (ACA) which is 1.00547. As such, no changes are proposed to Oldham’s agreed formula which is based on the principles agreed by elected Members in Oldham in 2019/20.  This was to move towards the National Funding Formula and to ensure the Local Authority is being fair to all schools.  
[bookmark: _Hlk56264602]2.10	As there are no changes to the funding formula for 2023/24 there is no formal requirement for consultation with schools, however, a meeting was held with the Fair Funding Group, on 11 October to discuss the 2023/24 funding formula. The timescale for agreeing the local funding formula for schools for 2023/24 is highlighted in the table below.
	



Table 3 - Timetable
	[bookmark: _Hlk56264728] Stage
	Date

	Fair Funding Group
	11 October 2022

	Information to schools re 2023/24 budgets
	7 November 2022

	Schools Forum Meeting
	16 November 2022

	Cabinet Meeting
	12 December 2022 

	Schools Forum
	18 January 2023

	Schools Block Formula to DfE 
	20 January 2023







 
[bookmark: _Hlk56264799]2.11     An information paper was issued to the 106 individual Oldham Schools and Academies on 7 November 2022.  It outlined the proposed funding model for 2023/24

Information on the approach to the NFF 

2.12	The currently available National Funding Formula values has 15 factors which influence funding allocation levels, and these have been used to calculate the funding allocated to the Authority.  However, for 2023/24 the distribution of funding can still have an element of local determination, hence Oldham currently has the flexibility to set its own funding formula in order to distribute the school block allocation.

2.13	For 2023/24 for Oldham, the proposed funding formula continues to substantially use Oldham’s 2018/19 funding formula but moved fully to the National Funding Formula except for the area cost adjustment (ACA) by providing a minimum per pupil funding level of £4,405 per primary pupil and £5,715 per secondary pupil with a Minimum Funding Guarantee (MFG) of 2 per cent and no cap on any gainers.

2.14    Growth funding is within Local Authorities’ schools block DSG allocation. The growth fund is to support pupil growth relating to LA planned basic need for schools where it has already been agreed with the LA that there will be an increase in the planned admission numbers (PAN) by means of the provision of a school extension. 

[bookmark: _Hlk86950506]2.15	Oldham’s proposed funding formula for 2023/24 has been modelled and is the same as for 2022/23 and is based on Oldham moving to the National Funding formula allocations in full except for the Area Cost Adjustment (ACA) which is 1.00547. 

2.16	The proposed option is based on current characteristics as outlined at 2.4 and is subject to change when the actual numbers of pupils on the October 2022 census is notified to the Council.  This data will be released in late December 2022 and the allocations will then be revised. 

2.17	The proposed formula continues to be based on 3 key principles:

· The presentation of what is considered to be the fairest allocation of resources for Oldham Schools and Academies having regard to prevailing pressures and issues 
· To ensure that Oldham Schools are best placed for smooth implementation when the National Funding Formula for Schools is fully introduced
· The positive management of the DSG deficit/surplus  position (subject to the agreement of Schools Forum). 

2.18	It is important to note that the key components of the financial strategy over recent years has been to bring the DSG towards a balanced position.  As the DSG is expected to have moved to a surplus in 2022/23, the principles of prudent financial management still have to be applied and, in this regard, it is proposed that there;
· is a move to the 2023/24 NFF cash values in full except for the Area Cost adjustment where it is proposed that the factor applied in Oldham is reduced from 1.00547 to 1.00000. 
· will be an assessment of the DSG position once actual allocations are received and if there is no significant risk to the overall financial position (i.e., the DSG will not fall into or close to a deficit), resources will be allocated through an increase to the area cost adjustment. It is considered that by adjusting the ACA i.e., increasing cash values, this is the most equitable way to allocate any remaining funding. This will impact on all cash values equally. If there was to be an adjustment to just one of the factors, the increase would not be seen fairly by all schools.
2.19	A summary of the model follows, and details of the cash values for 2023/24 compared to 2022/23 are attached at Appendix 1.  In reviewing the model, it may be useful to note that Local Authorities may top-slice the Schools Block of the DSG in order to create a Growth Fund to support schools which are required to provide extra places in order to meet basic need within the Authority, including pre-opening, diseconomy of scale and reorganisation costs.  The Schools Block allocation shown in the table in section 2.20 shows the funding available to schools at £238.566m as currently notified and at this stage does not include an estimate for growth funding for 2023/24. Any resources available once actual allocations are received will again be allocated through an increase to the area cost adjustment which may require a movement of funding from the High Needs Block to the Schools Block
 
Proposed Funding Model 

2.20	The model uses the cash values based on moving to the National Fair Funding values in full except for the ACA, which, at this stage assumes an ACA of 1.00000 (i.e., no further uplift to those eligible factors).  The figures used are provisional estimates and will be revisited once final allocations are received. As advised above, if there is no significant worsening of the financial position of the DSG when actual funding is received, this will be transferred to schools by increasing the Area Cost Adjustment factor which may require a movement of funding from the High Needs Block to the Schools Block.  This will ensure that the expected surplus balance of the DSG is not considered excessive.
.
Table 5 – Proposed Allocation of the 2023/24 DSG 

	Model 
	£000
	£000

	Schools Block
	 
	238,566

	Estimated additional funding for 2 growing schools
	
	2,891

	
	
	

	Funding Available to allocate to schools
	 
	241,458

	 
	 
	 

	Formula Allocation to Schools based on October 2021 Pupils
	238,553
	 

	Cost of Oasis Leesbrook and Brian Clarke growth
	2,891
	 

	Current funding allocated through school’s block 
	
	241,444

	Balance Remaining 
	 
	14


Conclusion

3.1		Having regard to the above, the recommended approach is that model is approved.  The model provides for allocations at the 2023/24 NFF cash values in full except for the Area Cost Adjustment factor, which is reduced to 1.00000 prior to the notification of final funding allocations.  When these are received, as advised above, the position will be revisited with a view to funding at the full ACA and managing all available  DSG resources effectively.
 
4	Appendices

4.1	Appendix 1 – Proposed Cash Values 
