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1.0
SUMMARY

1.1
This paper sets out the background to the consultation paper on Special School funding arrangements 2021/22. Specifically the consultation paper seeks the views of Special schools on the level of the Minimum Funding Guarantee for Special schools in 2021-22, and in relation to a potential change in the operation of the Contextual funding component of the Special school funding formula.
2.0
BACKGROUND 
2.1
We discussed at the Schools Forum meeting in September that Special school funding arrangements for 2021/22 will be impacted by a combination of :-

  
- uplift factors applied to Banding allocations (for top-up funding)

- the specific operation of the Minimum Funding Guarantee in the Special school sector at a national level, and local level.
- any review of the Contextual funding arrangements, which were acknowledged to have reached a stage where it was challenging to evidence that the allocations to individual schools were appropriate reflections of their specific circumstances and relative level of need.

- any implications to emerge from the High Needs funding operational guidance (which at that stage had not been issued by the DFE)
2.2
All discussion of Special school funding arrangements sits in the context of the position on the High Needs budget remaining extremely pressured. As at 31st March 2020, the local authority had an accumulated High Needs deficit of circa £6.1m with a projected in-year deficit of circa £3.8m. Although DfE announcements in July 2020 indicate that there will be an increase in High needs funding for 2021/22, it is unlikely that this will be sufficient to address fully the in-year deficit. In the absence of future funding certainty and with growing demand pressures, the local authority have developed and implemented an ambitious Strategic Plan for SEND 0-25. An evaluation and progress update of Year 1 of the plan was published in Summer 2020. As part of the strategic plan, the local authority has taken forward a number of initiatives to improve support for SEND in the county as well as reducing the overall cost. Careful and prudent consideration of formula costs through top-up funding for EHCPs has been part of that strategy. The local authority is aware and acknowledges the financial pressure facing special schools and has sought to ensure protection and investment for the sector, balanced against the very challenging High Needs funding settlement for North Yorkshire as a whole.
3.0
SUMMARY OF PROPOSALS 
3.1
It is proposed that Banded funding allocations will increase in line with an assumed rate of inflation of 2%, which is the same percentage uplift in baseline pupil-led funding for mainstream schools in 2021-22 (as per Schools block national funding formula: technical note July 2020).. Since the banded funding allocation is reflecting costs incurred beyond the Element 2 funding allocation of £6,000, and because this figure has remained constant for the eighth year in a row, the allocations for each banding will actually increase by greater than 2% with the highest percentage increases applying to the lower banding allocations.. The new rates of funding are detailed in Appendix 1. These rates will apply across all settings in receipt of top-up funding.
3.2
The proposal is that the Minimum Funding Guarantee should be set at 0% for Special schools – although this is the subject of questions 1 and 2  in the Consultation paper. Further discussion is included in Section 4 below.
3.3
The proposal is to modify the Contextual funding allocation, so that it becomes a hybrid methodology. This is the subject of Questions 3 and 4 in the Consultation document. The rationale for this approach and alternative options are discussed in Section 5 below, as are the alternative options for this formula factor.
3.4 
Teachers’ pay and pensions funding :- The teachers’ pay grant (TPG), the teachers’ pension employer contribution grant (TPECG) and the pensions supplementary fund for special schools have all been incorporated into the high needs funding in 2021-22. These will be additional to any place funding or top-up funding and will be guaranteed at no less than the amounts per place paid in 2020-21. We will provide the TPG, TPECG and supplementary funding allocation figures for each school following any further DfE guidance on methodology and DSG condition of grant 2021-22. 

4.0 
MINIMUM FUNDING GUARANTEE FOR SPECIAL SCHOOLS 2021-22
4.1
MFG is a protection for special schools against seeing a reduction in funding from year to year assuming that the number and type of places remain the same. For 2021-22 DfE has set the MFG protection level for special schools at 0% (as was the case in 2020-21) This is, however, in contrast with an MFG protection level of between +0.5% and +2% applicable for mainstream schools, and represents a funding cut in real terms due to the effect of annual inflation on costs. In the discussion paper presented to the High Needs funding sub-group in September, the Authority’s aspiration to set a higher MFG for Special schools was discussed – following on from the setting of a rate of 4% and offering additional protection to Special schools in 2020-21 (despite the DFE requirement only being to deploy 0%)

4.2
However, after careful consideration, we have assessed that it is very challenging to move beyond the 0% in 2021-22 and this is the local authority’s preferred position for next year. This evaluation has taken into account :-

· As outlined at section 2.2, the position remains very challenging in managing the High Needs DSG Budget deficit – and the challenge has to some extent intensified with revised DfE School Funding regulations and the requirement from the DfE to produce a DSG deficit recovery plan

· A concern that continuing to increase the dependency on Minimum Funding Guarantee allocations will dilute the relationship between pupils being supported and funding allocations 

· Understanding that seven special schools will stand to gain from the changes to contextual funding and consequently would receive no or limited support from increased MFG percentages; noting that seven special schools will receive an increase in the rate per pupil as a result of the contextual funding reform and no school will receive a reduction in the rate per pupil
4.3
In terms of our methodology, the minimum funding determination  is only actioned in February each year (for the following financial year) when we use the pupil population in place at that particular point in time and compare funding allocations in the baseline funding allocation period and the future allocation period. This approach is adopted to ensure that the MFG calculation is not distorted by fluctuations in the band mix of pupils from one year to the next - in accordance with the DfE High Needs operational guidance.

4.4
Within the MFG determination, the comparison looks at place funding and top-up funding. It also incorporates the contextual funding component and previous year’s minimum funding guarantee sum.

4.5
Questions 1 and 2 in the consultation document seek the views of Special schools on the rate of MFG for the 2021-22 financial year. The two specific options detailed are setting the MFG at 0% or 2%. With the very large caveat that we have modelled potential MFG top-up funding for 2021-22 on the basis of the current pupil populations (as opposed to the populations who will be in school in February 2021) – and taking into account the proposed changes to contextual funding discussed in the next section – the estimate is that setting MFG at 0% would result in three schools receiving protection and top-up allocations totalling £181,710 whereas setting the MFG at 2% would result in nine schools receiving top-up allocations  totalling £350,681
5.0
REFORM OF CONTEXTUAL FUNDING 

5.1
The contextual funding formula factor has operated since 2014 when it was introduced as part of the local authority response to the changes in high needs funding regulations.

5.2
In-year allocations are expressed on a per-pupil sum (based upon  pupil fte numbers) and the allocation is adjusted in-year to reflect movements in pupil fte numbers . The factor is then recalibrated for the following financial year, if estimated pupil numbers change between financial years.
5.3
The first option available to the local authority is to retain the existing methodology and the funding allocations deploying this methodology are detailed in Appendix 2.
5.4
Our consideration is that there is a need for an additional funding allocation – specifically earmarked for the Special school sector – to reflect the challenges of effectively supporting the cohorts of pupils within those environments.
5.5
However, we also feel that the rationale for the allocations has been lost in time and is difficult to explain – particularly given some of the significant changes that have taken place within the Special school community since 2014. Therefore, we are proposing a revised Contextual funding component – discussed further in this section. The proposal is that the contextual funding allocation would include elements of School Level Allocation, Per Pupil Allocation, Floor Area Factor and Specific Allocations.
5.6
School level Allocation :- It is proposed to incorporate an allocation of £45,000 for each Special school to appropriately reflect the whole school activity / costs associated with supporting pupils with EHCPs, particularly managing admissions and the transitional arrangements at the outset of placements, and managing safe access to the site and school environment
5.7
Per pupil allocation : It is proposed to incorporate a factor that allocates £500 per pupil. It is acknowledged that there can be fluctuations in Special school pupil populations. However, it is proposed that current arrangements to convert the contextual sum into a per pupil allocation are continued. This involves an estimate of fte pupil numbers for the following year being used to convert the contextual sum into a per pupil allocation, with schools potentially receiving higher or lower actual allocations in-year dependent on the fte pupils on roll.
5.9
Floor Area factor :- The floor area component is an attempt to reflect some of the particular challenges of operating small schools - reflecting that a significant number of North Yorkshire special schools are below the national average.

5.10
Our analysis of premises costs indicates a significant relationship between the floor area at each school building and premises related expenditure - with some of our smaller schools having significantly higher floor areas per pupil. 

5.11
Consequently we have incorporated a factor of £31 per square metres of floor area. This is not intended to fully fund schools for their premises related expenditure (because these costs will to some extent be met from Element 1 and Element 2 funding) but to target resources at those schools with the greatest need to spend.
5.12
The floor area figured used are the floor areas held on the corporate property database, Concerto for each school and it has been assumed that these figures are accurate because all maintained schools have the opportunity to update. The only adjustment, which has been actioned is to exclude the floor areas for residential provision at Welburn Hall and Brompton Hall as the additional costs are part of the funding assessment within the residential funding allocation. 

5.13
Specific allocations to reflect the higher costs incurred by schools operating on split sites and those schools who have hydrotherapy pool facilities. The extra cost factor for hydrotherapy pools has been assessed at £5,000 per unit, whereas the proposed additional funding for schools operating on a split site has been allocated at £20,000 reflecting that the organisation of the split site arrangements does not require significant amounts of pupil and staff movement between the two sites (apart from management oversight). It is recognised that the schools concerned may face additional premises costs – but it was considered that this would impact upon their floor areas and consequently would have already been taken into account. 
5.14
Consideration was given to introducing a transitional protection factor specifically to support those schools experiencing a reduction in their transitional funding - possibly operating on a sliding reducing scale over 2 or 3 years. However, we feel there is appropriate protection provided by the minimum funding guarantee - and that it is preferable to have a mechanism that assessed the overall funding position/requirement at schools. Therefore, that particular option has been discounted. 

5.15
The component elements of the contextual funding proposals are detailed for each individual school in Appendix 3 and the implications for individual schools of amending the contextual funding allocation are detailed in appendix 4
5.16
In terms of the total allocation figures, it is important to emphasise that whereas the initial allocations for 2020-21 were £1.523 million, we have utilised the projected 2020-21 allocations as the baseline for the analysis ( which is a more significant issue for certain schools) 

5.17
Furthermore, because our determination is that £31 is the appropriate value for the floor area factor, computing the revised contextual allocations actually generates initial allocations of £1.819 million (a net increase of £64.5k)
5.18
The outcomes detailed in Appendix 4 indicate 7 schools receiving a higher allocation than their baseline figure - and three schools seeing a reduction. The table in Appendix 4 has set these reductions as a percentage of the contextual funding allocation and a percentage of the overall budget. 

5.19
Our provisional modelling is that all of these three schools would receive support in the form of minimum funding guarantee support - although as described above the actual determination will depend upon the pupil population in place in February at the point of the budget determination 

6.0
Next Steps

a. Accompanying this consultation paper is a response form (please see Appendix 1). We would be grateful if you could return this by email, or otherwise respond by email to the questions, by 6pm on Thursday, 17th December, 2020. Please send your responses to Deborah.wilbor@northyorks.gov.uk 

b. The results of this consultation, with associated recommendations, will be presented to members of the North Yorkshire Schools Forum for discussion at its meeting on Thursday 21st January 2021. Schools will be notified of the outcome of this discussion and subsequent decision by the local authority.

7.0
Consultation Questions

c. The questions set out in the accompanying response form are as follows: 


Q1a. Please indicate whether you support the proposed option A (0%) for setting MFG for special schools in 2020-21:

Support (Y/N) :


Q1b. Please indicate whether you support the proposed option B (+2%) for setting MFG for special schools in 2020-21:

Support (Y/N) :

Q2: Do you have any further comments or other suggestions relating to MFG?


Q3a. Please indicate whether you support the overall proposal to amend the Contextual Funding Allocation component of the formula – as discussed in Section 5 and generating the revised contextual funding values detailed in Appendix 3.
Support (Y/N) :


Q3b. If you have responded No to Question 3a, please indicate whether you support retaining the existing values for Contextual Funding (as detailed in Appendix 2)
Support (Y/N) :

Q4: Do you have any further comments in relation to the operation of Contextual Funding (as set out in section 5 of the attached discussion paper)
Appendix 1 :- Funding Rates for Top-Up Allocations
	
	Funding Rates 2020-21
	Funding Rates 2021-22

	Band 3
	                 £0
	               £0

	Band 4
	                 £1,290
	               £1,430

	Band 5
	                 £3,320
	               £3,500

	Band 6
	                 £4,970
	               £5,190

	Band 7
	                 £7,820
	               £8,090

	Band 8
	                 £9,420
	               £9,720

	Band 9
	                 £13,220
	               £13,610

	Band 10
	                 £20,000 (*1)
	               £20,000 (*1)

	
	
	


Notes
(*1) actual allocations dependent on Band 10 panel evaluation

Appendix 2 :- Baseline Contextual Funding Allocations 
	School 
	2020-21 Initial Contextual Budget Allocation

	Brompton Hall
	           £139,749

	Welburn Hall
	           £181,727

	Woodlands
	           £122,988

	The Dales
	           £122,929

	Springhead
	           £137,855

	The Forest
	           £129,124

	Springwater
	           £107,264

	Brooklands
	           £101,092

	Mowbray
	           £190,608

	Forest Moor
	           £289,300

	TOTAL
	        £1,522,636


Notes

(*1) The current practice is that the allocation is based on the estimated number of fte pupils (which is input at the point of determining budget allocations). This figure is used to convert the contextual sum into a per pupil allocation – and schools receive actual contextual allocations based upon the actual fte number. This would continue to be the practice for the “per pupil” sum within the proposed new arrangements.
Appendix 3 :- Proposed Contextual Funding Allocations 2021-22
	School
	1. £500 Per Pupil (*1)
	2. Hydro-Therapy Pool
	3. Split Site
	4. Lump Sum
	5. Total Floor Area x £31 per sqm
	6. TOTAL Proposed Contextual

	
	£
	£
	£
	£
	£
	£

	Brompton Hall
	32,000
	 
	 
	45,000
	98,327
	175,327

	Welburn Hall
	34,500
	 
	 
	45,000
	89,252
	168,752

	 Woodlands
	42,500
	 
	 
	45,000
	82,423
	169,923

	The Dales
	26,500
	5,000
	 
	45,000
	42,780
	119,280

	Springhead
	41,500
	5,000
	20,000
	45,000
	61,944
	173,444

	The Forest
	67,000
	 
	 
	45,000
	60,531
	172,531

	Springwater
	42,500
	5,000
	20,000
	45,000
	49,284
	161,784

	Brooklands
	26,500
	 
	 
	45,000
	43,251
	114,751

	Mowbray
	117,000
	 
	20,000
	45,000
	114,776
	296,776

	Forest Moor
	37,500
	 
	 
	45,000
	183,749
	266,249

	TOTAL 
	467,500
	15,000
	60,000
	450,000
	826,317
	1,818,817


(*1) these figures are illustrative at this point – and will be updated in February 2020 to reflect the most upto date information about forecast FTE pupils for the 2021-22 financial year.
Appendix 4 :- implications of proposed amendment to contextual funding allocations 
	School
	1. 2020/21 Academic Year Commissioned Places (NY pupils)
	 
	2. Current Estimated Contextual Allocation
	3. TOTAL Proposed Contextual
	 
	4. Difference as result of Proposal
	5. % change in contextual funding
	6. % change expressed as % of overall funding

	Brompton Hall
	64
	
	136214
	175327
	
	39113
	28.71
	 2.96%

	Welburn Hall
	69
	
	198246
	168752
	
	-29494
	-14.88
	 -2.05%

	 Woodlands
	85
	
	146179
	169923
	
	23744
	16.24
	 1.10%

	The Dales
	53
	
	128142
	119280
	
	-8862
	-6.92
	 -0.68%

	Springhead
	83
	
	151206
	173444
	
	22238
	14.71
	 1.11%

	The Forest
	134
	
	143850
	172531
	
	28681
	19.94
	 1.17%

	Springwater
	85
	
	114666
	161784
	
	47118
	41.09
	 2.27%

	Brooklands
	53
	
	112520
	114751
	
	2231
	1.98
	 0.17%

	Mowbray
	234
	
	237600
	296776
	
	59176
	24.91
	 1.29%

	Forest Moor
	75
	
	385704
	266249
	
	-119455
	-30.97
	 -6.95%

	TOTAL 
	935
	 
	1754327
	1818817
	 
	64490
	3.68
	 




