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1 Summary
1.1 The Department for Education (DfE) is changing the arrangements for funding educational provision for pupils and students with high needs as part of its wider school funding reform work. These arrangements will be introduced in April 2013 for schools and Academies, and in August 2013 for further education (FE) institutions.
1.2 This paper provides an update on progress on each area of the high needs block and provides information on the next steps to be taken.
2 Background
2.1 The details of the new approach to high needs were set out by the DfE in “School funding reform: Next steps towards a fairer system”, published on 26 March, and in “School funding reform: Arrangements for 2013-14”, published on 27 June. Local authorities have key responsibilities in relation to all high needs pupils and students, wherever they are educated.
2.2 A paper was considered by Schools Forum on 23 October 2012 which provided a summary of the DfE guidance relating to the high needs and outlined the progress made to date in implementing the changes.

3 Progress on Workstreams
3.1 Each workstream is summarised below outlining the progress to date and consultation method adopted. It highlights all areas agreed, those in progress and areas still to be considered.
Special schools and Resourced Provisions
3.2 Clarification has been received from the DfE regarding the application of the minimum funding guarantee (MFG).  The MFG will be based on comparing the 2012/13 whole school budget, including retrospective funding, to the 2013/14 funding assuming that all places are filled by Hampshire pupils.  The funding may not be lower than -1.5%, assuming that there are no vacancies.
3.3 Protection will be paid as part of the top up  This means that any differences between agreed place numbers and actual pupil numbers will impact on the amount of MFG received.  
3.4 The finance team are currently working on the detailed impact of the MFG and will provide further information to schools as soon as possible
3.5 The Data and Information Team (DaIT) are working with SEN and finance colleagues to develop a system for tracking the movements of pupils and updating funding for changes. This system is due to be tested and in place for April 2013.  Schools will be advised of the details of the system and any new requirements in due course.   
Alternative Provision (Education Centres)
3.6 A top up framework has been developed with Education and Inclusion colleagues and engagement with Centre managers using a similar set of principles to those used for other forms of provision.

3.7 This framework has been developed recognising the significant changes the centres will be experiencing in their move to being “school like”. It provides a simple framework that maximises stability with the potential to review the top-up framework 2014/15.
3.8 In developing the top up framework, the cost of provision was found to be broadly similar. This allowed for a standard top up rate to be applied with the exception of pupils who are Emotionally Vulnerably (EV) or unwell.

3.9 A process for funding EV unwell pupils was agreed by Schools Forum in 2005 (22 February 2005, item 7).  After the first four weeks, schools contribute the pro rata amount of the Age Weighted Pupil Unit (AWPU) for EV unwell pupils educated in education centres.  Going forward, it is proposed to continue this arrangement with the funding going directly to the centre to contribute to the marginal additional cost of meeting the needs of these pupils.
3.10 These arrangements will encourage joint working between schools and education centres to ensure that the needs of EV unwell pupils are met.   It will also ensure pupils are placed appropriately on the basis of an agreed need and avoids any “perverse incentives” within mainstream schools or education centres.

3.11 The top up framework therefore consists of:

· Standard top-up provided by LA commissioner to meet the average cost of provision. This will also include additional funding for delegated activities

· Supplementary top-up provided by school commissioner to meet the additional cost of EV provision (AWPU value)

· Minimum Funding Guarantee based on the same principles applied to all the high needs block places.
· Consistent with other areas of high needs, outreach is commissioned separately and is subject to review

3.12 Data requirements for paying top ups are also being developed by DaIT within the same timescales as special schools and resourced provisions. 

Hospital education
3.13 Clarification has now been received regarding the DfE’s approach to funding hospital education and the national top slice has been agreed at £8.50 per pupil
3.14 Indications are on the basis of our categorisation of pupils within scope, the size of the top slice appears appropriate. The final DSG funding announcement will provide final confirmation of this.

Mainstream schools - statemented pupils
3.15 The new funding arrangements for high needs provision in mainstream schools and academies whilst similar to current pre-16 funding arrangements have caused some confusion with a significant number of queries being received.
3.16 The notional SEN budget has been one area of uncertainty. This budget is not a new concept and is a feature of the current budget share. The value of this is established using proxy indicators and essentially “earmarks” an element of the budget share for SEN purposes. It does not in itself generate any funding.

3.17 The notional SEN budget can be made up of low attainment funding, deprivation funding and an element of the AWPU. The strong recommendation from the DfE is that schools contribute the first £6,000 of funding for each pupil with additional needs from their notional SEN budget.  This value is notional and as such, is not a fixed sum that can be “used up”.
3.18 An example below is provided for illustration:

	Total cost of education
	£11,000

	LESS
	

	Normal educational provision (school per-pupil funding)
	£3,000

	Contribution from notional SEN budget
	£6,000

	Top up to be applied
	£2,000


3.19 The level of top up funding to be received for children with a SEN has also been a common query. With the removal of the high and low incidence distinction, the focus is now on the actual cost of provision.  This will mean changes to statement top up funding for individual pupils.  
3.20 Due to these changes, the amount held centrally by the SEN service on behalf of schools for statemented pupils will be lower in 2013/14 than in 2012/13. Therefore, there will be an additional delegation to schools of approximately £1m for the primary phase and £800,000 for the secondary phase.
3.21 The additional funding must be delegated through the mainstream funding formula and cannot be specifically targeted to the schools that are losing funding due to the changes to statement top ups.
3.22 However, the DfE guidance allows local authorities to provide, where necessary, additional funding for mainstream schools or academies that have disproportionately large numbers of high needs pupils relative to their funding. This would mean that a part of the new delegation would be held centrally and allocated to specific schools based on a set of principles agreed by schools forum, rather than delegated to all schools through the funding formula.
3.23 The changes to statement top up funding will have a significant impact on some schools, summarised in the table below:

	
	Number of schools with statemented pupils
	Gainers
	No change
	Losers
	Largest gain
	Largest loss

	Primary
	333
	93
	12
	228
	£24,356
	-£26,892

	Secondary 
	70
	11
	0
	59
	£11,970
	-£86,084


3.24 The DfE do not provide further advice or guidance on what constitutes a disproportionately high number of pupils with SEN. It is clear however, that the purpose of this additional funding should not be to maintain the existing levels of funding which would have the effect of maintaining the existing high and low incidence model rather moving to the high and low cost approach as required.
3.25 Turbulence in the cost of statemented pupil is also something subject to change with resources individually assigned so a school could have "disproportionate" numbers one year but not the next.
3.26 The finance team have undertaken extensive modelling work to establish if it is possible to identify a small number of schools that, based on a clear and transparent criteria, have a disproportionate number of pupils with SEN. Appendix 1 provides a summary of the options considered.
3.27 Following evaluation of the options considered, there is not one, simple method of identifying schools with disproportion numbers of pupils with special educational needs. Different methods of identifying schools produce different lists of schools and different amounts of additional funding.
3.28 There are also no clear “outliers” when looking at the different options which would mean any threshold for additional funding would result in schools falling marginally in or out of scope.
3.29 In considering whether to hold an element of funding back, it should be recognised that this would mean that the new delegation to all schools outlined in 3.20 would be lower.
3.30 Given the findings of the modelling produced no conclusive picture of disproportionate impact, it is recommended that the funding for statemented pupils is delegated in full to all schools in 2013/14. During the course of 2013/14, as the impact of the changes to statement top up funding in the context of the wider school funding reform becomes clearer the situation can be reviewed.
3.31 During 2013/14, if a school considers itself subject to a financial impact that would have a disproportionate effect on the school then this may be considered in the context of the contingency policy.

4 Recommendations

4.1 Schools Forum are asked to note the progress made to date and the next steps outlined in section 3 of the paper.

4.2 Schools Forum is recommended to ratify the approach to the top up framework for Alternative Provision which has been agreed by the relevant provider groups.
4.3 Schools Forum is recommended to approve the full delegation of the funding for statemented pupils for 2013/14 as outlined in 3.29.
Appendix 1
Option 1 – percentage of pupils with a statement versus overall number on roll


The first option is based on identifying schools with a high proportion of pupils with statements.  In the primary phase, the number pupils with statements as a percentage of the total number on roll ranges from 0% to 4.69%.  There are 16 schools in which more than 3% of pupils have a statement.  The schools range from a very small school with one statemented pupil to larger schools with 11 statemented pupils.  


Under this option, additional funding would be provided to these schools for the additional lots of £6,000 the schools would be expected to fund.  For example:


School A


NOR – 124 pupils


Number of pupils with statements – 5 pupils


Proportion of school population – 4.03%


3% of school population – 3.72 pupils 


Difference: 5 pupils less 3.72 pupils = 1.28 pupils


Additional funding: 1.28 x £6,000 = £7,680


This option would provide £88,080 to 16 schools.

The nearest schools in the primary phase above or below the threshold have 2.94% and 3.01% of pupils with a statement.


In the secondary phase the same approach using a threshold of 2% would target £100,200 additional funding to three schools.

The nearest schools in the secondary phase below the threshold have 1.96% of pupils with a statement.

Option 2 – comparison of statemented pupil costs with low attainment funding


This option identifies schools that spend a disproportionate amount of their low attainment funding on statemented pupils.  It targets additional funding to schools that will spend at least 100% of their low attainment funding on statemented pupils.  This applies to 39 primary schools.


Under this option, schools that spend more than 100% of their low attainment funding on statemented pupils would receive an additional top up of for the spend above their low attainment funding.  For example:


School B


Low attainment funding - £30,000


Cost of statemented pupils - £36,000


Additional top up - £6,000


Under this approach £366,000 would be targeted to 39 primary schools.  Only six of the primary schools identified using option 1 are also identified using option 2.

The nearest schools in the primary phase above or below the threshold have 99% and 101% of pupils with a statement.


No secondary school spends more than 100% of its low attainment funding on statemented pupils.

Option 3 – comparison of statemented pupil costs with total school budget share


This option identifies schools that spend a disproportionate amount of their budget share on statemented pupils.  In the primary phase it targets additional funding at schools that spend more than 3.5% of their budget share on statemented pupils.  


Under this option, schools that spend more than 3.5% of their budget share on statemented pupils would receive an additional top up for the excess spend.  For example:


School C


Low attainment funding - £800,000


Cost of statemented pupils - £36,000


Percentage of budget share – 4.5%


3 percent of budget share - £28,000


Additional top up - £8,000


Under this approach, £310,000 would be targeted to 29 primary schools.  15 of the 16 schools identified using option 1 are also identified using option 3.  


In the secondary phase, 2 schools spend more than 3% of their budget share on statemented pupils.  Using the same method, £39,000 would be distributed to two schools.
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