
 

Walsall Children’s Services 

 

 

 

Report to:   Schools Forum 

 

Date:    10th July 2012 

 

Subject: Schools Funding Formula 

 

Contact:  Dan Mortiboys (mortiboysd@walsall.gov.uk ) 

 

Purpose of the report: “School funding reform:  Next steps to a fairer system” was 
published by DfE 26 March 2012 and the DfE has finalised 
guidance at 28 June 2012.  A sub group of Schools Forum has 
been working on how Walsall needs to approach this for over a 
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1. Background to Change 

1.1 Department for Education (DfE) produced “School funding reform:  Next steps to a 
fairer system” on 26 March 2012.  While this document has consultative elements, in 
essence it informs interested parties in decisions that government has made which 
will start to impact from 2013/14. 

1.2 On 28 June 21012 DfE published “School funding reform – Arrangements for 
2013/14” (appendix 1) and “Operational guidance for local authorities – 2013-14 
revenue funding arrangements” (appendix 2).  These reports have taken 
consideration of the consultation launched in March and are now the final instructions 
on what DfE demand that local authorities must do for financial year 2013/14. 

1.3 There are a number of documents available at 
http://www.education.gov.uk/schools/adminandfinance/financialmanagement/schools
revenuefunding/a00205567/school-funding-reform-final-arrangements-for-2013-14.  
These documents amount to several hundred pages of comment and instruction. 

1.4 The key points of these changes have been previously communicated to Schools 
Forum (12 June 2012). 

2. Schools Forum Funding Formula Group (The Story So far) 

2.1 Through the chairs of the Walsall Association of Secondary Headteachers (WASHT) 
and the Primary, Special and Nursery Forum a request was communicated for 
volunteers to form a Funding Formula group.  The members of this group are: 

Headteacher School 
Sean Flynn St Thomas More 
Gary Crowther Shire Oak Academy 
Max Vlahkis  Alumwell Junior 
Bob Yeomans substituted on 12 June 2012 St John’s CE Primary 
Michelle Sheehy Millfield Primary 
Heather Lomas The Jane Lane School 
Jenni Ward Sandbank Nursery 

2.2 The group has met for c4 hours at a time on the following dates: 

Wednesday 30 May 
Tuesday 12 June 
Monday 25 June 
Monday 2 July 
 

2.3 The work the group has been through has been very detailed, with extensive debate 
around a range of points.   

2.4 The major piece of work has been to develop principles on how a new funding 
formula should be based.  This is to embed these values (discussed in depth in 
section 3) into the funding formula produced.  



2.5 Initially all current factors have been mapped across to the new formula.  This has 
involved condensing 47 ways of distributing funds into 8 classifications. 

2.6 From there the group has developed over 20 different variations of how a new 
formula could work analysing each one against the principles agreed. 

 
3. Summary of Findings 

3.1 The following are the key principles that the working group has identified: 

 To ensure the maximum amount of equitability throughout the funding 
formula. 

 To make the new formula as transparent as possible 

 To reduce unnecessary turbulence 

3.2 One of the things the government has consulted on is the ratio of primary to 
secondary funding.  In the consultation documents DfE states the national average is 
1:1.27. 

The group has seen from work that authorities that we are aware of who are either 
willing to share their information or we have attempted to analyse via public 
information that our ratios are broadly similar.  As the current Walsall ratio is broadly 
in line with the national average then after carefully considering all options the group 
decided to ensure that the new formula preserved the current level of funding 
between sectors. 

Government will not enforce a split in 2013/14 but may well look at this in 2014/15.  
This may be easier in 2014/15 when all the current changes have worked through the 
system and DfE may look again.  It is believed that Walsall’s split would comply and 
therefore there is no plan to change this unless further DfE guidance is received in 
future years.   

3.3 The government initially allowed 10 factors to be used for a new funding formula.  
This has increased to 12 following consultation.  Details of each factor and Walsall’s 
work on each is listed below 

A basic per-pupil entitlement (mandatory factor)– there will be a single unit for 
primary aged pupils and a single unit for ` secondary aged pupils 

DfE have given no option regarding primary school weightings for AWPU funding and 
there was no choice for the group to make a decision around.  Walsall has used KS3 and 
KS4 split but only on a very small scale.  Very early on in the discussion it was felt that it 
was not necessary to introduce key stage 3 & 4 weightings  and therefore it is proposed 
to continue to have a single secondary AWPU rate in Walsall’s formula.  . 

 

The majority of funding currently goes through Age Weighted Pupil Unit (AWPU).  This 
will increase under the new formula as less diversity is allowed. 

 



Deprivation (mandatory factor) measured by Free School Meals (FSM) and/or the 
Income Deprivation Affecting Children Index (IDACI).  There can be separate unit 
values for primary and secondary 

The group has considered a number of options using FSM, Ever 6 and IDACI.  The key 
principle that was established is that no measure of deprivation is perfect.  Using a 
combination of these measures should ensure funding will be targeted to disadvantaged 
pupils.  As Pupil Premium is allocated on Ever 6 then a decision was made to focus on 
FSM and IDACI in the Walsall formula. 

 
Both indicators are used in various points across the current formula and have different 
weightings.  On the basis of the total formula and concept of a secondary pupil being 
more expensive than a primary pupil a ratio of 1:1.2 has been used between primary and 
secondary in both FSM and IDACI measures. 
 
Funds for Personalised Learning and Free School Meals (FSM) have been passported 
into deprivation and ring fenced to distribute on FSM.  All remaining funding has been 
distributed through IDACI. 

 
The government have allowed 6 bands of potential deprivation funding.  The new 
Walsall formula allows an amount of money for each band and it increases proportionally 
in line with the likelihood of deprivation. 

 
Further work has been done and the group have considered many different banding 
splits.  Table 1 is from School funding reform – Arrangements for 2013/14: 
 
Table 1 

 
Band  IDACI score 

lower limit  
IDACI score 
upper limit  

Value if Band 1 is 
paid @ £100* 

Value if Band 1 is 
paid @ £400 

1  0.2  0.25  £100 £400 
2  0.25  0.3  £122.22 £488.89 
3  0.3  0.4  £155.56 £622.22 
4  0.4  0.5  £200 £800 
5  0.5  0.6  £244.44 £977.78 
6  0.6  1.0  £355.56 £1,422.22 

 
*£100 is a nominal amount and is used for illustrative purposes only.  It is used to show 
the scaling up of funding between the various bands.  £400 is just another example and 
is also a nominal amount. 
 
Concerns have been raised that DfE have not allowed IDACI ratings of 0 to 20% to be 
considered because clearly there is still up to a 20% chance that children will suffer 
disadvantage.  The group have given significant attention to this but there would appear 
to be no way to fund this band or come up with a different methodology to mimic it. 

 
Using 2013/14 information for funds both in the formula and pupil premium (which is 
outside of the formula is planned to remain so). 
 
c£6m distributed through Ever 6 (Pupil Premium) 
c £9m distributed on FSM (Funding Formula) 



c£11m distributed on IDACI (Funding Formula) 
  

Due to all the potential changes in future years it is impossible to work to a set proportion 
between the factors.  DfE will alter pupil premium, there will be changes in IDACI 
bandings, changes in eligibility for FSM and also Universal Credit which will start in 2013 
may alter the way FSM is measured. 

 

Looked after children (LAC) (optional factor) 

The government consultation has stated that LAC pupils have some of the lowest 
attainment.  Rather than identifying a cash value, the method proposed will see pupils 
identified as looked after for 6 months being allocated a sum equal to 50% of the 
unweighted AWPU unit of resource    Combined with the increased funding from pupil 
premium it is felt that this would give schools enough funding to aid tackling this lower 
attainment. 

 

Low cost, high incidence SEN (optional factor) 

Walsall council have asked the DfE for further clarification on this factor.  The initial 
consultation proposes allocating SEN funding on prior attainment.  The revised guidance 
states that this factor is not compulsory.  However the operational guidance states this 
factor is: 

 

“prior attainment as a proxy measure for SEN (notional SEN budgets can still also 
include funding allocated through other factors such as pupil numbers and deprivation)” 

  

English as an additional language (EAL) (optional factor) for a maximum of 3 years 
after the pupil enters the statutory age school system.  There can be separate unit 
values for primary and secondary  

The group have allocated funding that was previously used in the Ethnic Minority factor 
of the funding formula.  For simplicity the funding unit is the same for both secondary and 
primary pupils and is the same for each of the 3 years.  This results in an approximate 
unit of funding per pupil per year of   £438.   The group did work on looking at altering the 
level of funding over each of the 3 years.  However, the DfE have stated in their FAQ 
document that a split allowing more in the first year is not allowable. 

 

Pupil mobility (optional factor) 

This is a new factor and applies where there are significant mid year admissions.  It is 
not proposed to use this factor in the Walsall funding formula. 

 

A standard lump sum for each school, with an upper limit of £200,000 (optional 
factor) 

The group were very aware that the lump sum is the best way of protecting smaller 
schools.  A significant amount of funding now goes through per pupil factors.  Modelling 
has been produced with lump sums of £80k, £100k, £150k, £175k and £200k. 

 

The government’s consultation recognises that moving a higher percentage of funding 
into AWPU will threaten smaller schools.  For 2013/14 the group feels that a higher lump 
sum would give maximum protection to small schools who could suffer budget pressures 
once the Minimum Funding Guarantee (MFG) ceases.  The DfE have stated that they 
may review the level of the cap allowed for this factor in future years. 



 
The group have recommended £175k as the lump sum for 2013/14, this is because: 

 The factor can be reviewed in future years and may reduce 
 £175k provides a very high level of protection for smaller schools 
 If the factor was to be reduced to £150k then there would be a smaller gap to 

bridge in future 
 

Split sites (optional factor) – the allocations must be based on objective criteria, 
both for the definition of a split site and how much is allocated 

Walsall council pays split site for 3 schools only.  The total funding allocated through the 
funding is £50k .   

 

Rates (optional factor), which must be at actual cost  

This factor is a very straight forward one.  Schools will receive funding for their actual 
rates bill. 

 

Private finance initiative (PFI) (optional factor) contracts  

This is not applicable in the Walsall formula. 
 
For the 5 local authorities who have some but not all of their schools within the 
London fringe area, flexibility to reflect the higher teacher cost in these schools.  
This is not applicable in the Walsall formula. 
 
A per pupil factor which continues funding for post-16 pupils up to the level that 
the authority provided in 2012/13, either through directly allocating per pupil 
funding, or indirectly through premises and other factors 
This factor is a new factor from the 28 June publications.  Walsall Council does not utilise 
DSG to support post 16 currently.  Therefore, Walsall will not be able to use this factor.   
3.4 There are many other aspects to this consultation in relation to centrally retained 

funding and other aspects.  There will be further reports to Schools Forum in relation 
to these matters.  

4. Consultation Documents 

4.1 Appendix 3 is the draft consultation document.  It is proposed to send this out to all 
schools as soon as possible after Schools Forum with a deadline for response of 
Thursday 13 September 2012. 

5. High Needs Block 

5.1 Work on the High Needs Block continues.  The first key deadline will be agreement 
with Special Schools on the number of places they will offer from April 2013.  This 
needs to be communicated to the DfE by the end of September 2012. 

5.2 There has been a meeting of the Special School Heads on Friday 15 June and a 
visioning event on Tuesday 26 June 2012.  There is a further potential meeting on 12 
July 2012 and an event for all schools re SEN on 10 July 2012. 

 

 



6. Early Years Block 

6.1 The first meeting of the Early Years Funding group will be on Friday 13 July 2012.  
Walsall already have a well developed Early Years Funding Formula.  While 
significant work will take place, it is felt Walsall has a strong starting point. 

7. Recommendations 

7.1 To approve the Head of Schools Finance in consultation with the Chair of Schools 
Forum to update the draft consultation (Appendix 3) if required to meet additional 
guidance from DfE (Walsall council is still awaiting response from DfE re SEN). 

7.2 To approve consultation with the Chair and Vice Chair on the funding principles in 
Appendix 3. 

7.3 To note progress on High Needs Block and impending future reports 

7.4 To note progress on Early Years Block and impending future reports. 
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Introduction 

1. In March 2012, we set out how we will take steps over the next few years to reform the 
school funding system so that it is fairer, simpler, more consistent and transparent1. The 
Government wants funding intended for education to reach schools and the pupils that need 
it most. It believes that good, popular schools should find it easier to expand in response to 
demand from parents and that school leaders should have greater certainty over their 
budgets so they can plan ahead. 
 

2. To achieve this, we will introduce a national funding formula in the next Spending Review 
period which will ensure that schools in similar circumstances and with similar intakes 
receive similar levels of funding. To pave the way for this, we will simplify the way that local 
authorities and the Education Funding Agency (EFA) currently fund schools so that it is 
more consistent and better focused on the needs of pupils. Greater consistency between 
local funding formulae will mean we are well placed to introduce a national funding formula. 

 
3. When we set out our next steps in March, we asked for views on some of the proposals. 

These questions covered details of how local formulae should be constructed and how 
some of the funding arrangements for high needs and early education should be 
implemented. The consultation closed on 21 May. This document sets out the final funding 
arrangements for the financial year 2013-14. Annex A provides a summary of the 
consultation responses. 

 
4. While most of the next steps we set out in March remain unchanged, this document 

highlights important aspects of detail that have been clarified or firmed up. It follows the 
same format as the March document and is intended to sit alongside it. Operational 
guidance for local authorities has also been updated and issued in parallel with this 
document. 

 
5. We will be making the necessary regulations that will give effect to these changes from 

2013-14. Draft finance regulations and Dedicated Schools Grant (DSG) conditions of grant 
will be issued for consultation shortly; we are already consulting on the draft schools forum 
regulations. 

 

                                            
1
 School funding reform: Next steps towards a fairer system, March 2012, Department for Education. 
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Chapter 1 

Simplification of the local funding arrangements 

Introduction 
 

1. In Chapter 1 of the March document, we set out new arrangements for local authorities to 
allocate the Schools Block element of the DSG to schools. We described: 
 

a. our intention to achieve maximum delegation, meaning that only in exceptional 
circumstances will funding from the Schools Block be held by the local authority for the 
provision of central education services; 
 

b. a significant reduction in the number of factors that local authorities can use in their 
formulae for allocating funding to schools. The allowable factors are weighted towards 
pupil characteristics rather than school organisation or premises characteristics; 

 
c. the pro-forma that every local authority will use to publish details of its funding formula 

and the timeframes within which to operate; 
 
d. how the Schools Forum arrangements will be strengthened to ensure fairer decision-

making for all the pupils in the area; and 
 
e. the role of the EFA in funding Academies and upholding the fairness of local decision-

making. 
 

2. The development of new local formulae under these arrangements is highly likely to result in 
changes to each school’s budget share. In order to limit the impact of these changes and to 
provide stability and protection for schools, a minimum funding guarantee of minus 1.5% per 
pupil in 2013-14 and 2014-15 will be put in place. More details about protections for maintained 
schools and Academies are set out at paragraphs 49 to 57. 
 

3. This chapter sets out the final position on each of these aspects of local school funding 
arrangements for 2013-14. 

 
Services provided by the local authority 

 
4. To give school leaders greater choice over how to spend their budgets, local authorities should 

work on the basis that services within the notional Schools Block and the funding for them 
should be delegated to schools in the first instance. In most local authorities, this will mean 
more delegation to schools than there has been in the past. 
 

5. In March, we described three exceptions to this where funding will either be returned to, or 
retained by, the local authority to provide a service centrally. Having taken account of 
consultation responses, the final arrangements are explained below. These include some 
changes to the existing exceptions and further exceptions relating to growth in pupil numbers, 
equal pay back-pay and non-SEN places in independent schools. 

 
Exception 1 – Where maintained schools agree that a service should be provided centrally 
 
6. There is a limited list of services that can be provided centrally if the Schools Forum – on 

behalf of maintained schools in a phase – agrees. This can be agreed on the basis of 
economies of scale or pooled risk. 

 
7. The funding for these services will be delegated to schools in the first instance, but if the 
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Schools Forum decides one or more should be provided centrally, funding from the maintained 
schools will be returned to the local authority (de-delegation). Academies can choose to buy 
into such services by local agreement. 

 
8. The relevant services about which the Schools Forum can make decisions on behalf of 

maintained schools in a phase are as follows: 
 

a. allocation of contingencies (see paragraph 10 below); 
 

b. administration of free school meals eligibility; 
 
c. insurance; 
 
d. licenses or subscriptions; 
 
e. staff costs or supply cover; 
 
f. support for minority ethnic pupils or underachieving pupils; 
 
g. behaviour support services; and 
 
h. library and museum services. 

 
9. Of course, if groups of maintained schools and/or Academies want to pool resources to 

purchase other services from the local authority, they would be free to do so. 
 

10. Contingencies can be retained centrally for maintained schools but only for a limited range of 
circumstances: 
 

a. exceptional unforeseen costs which it would be unreasonable to expect governing 
bodies to meet; 
 

b. schools in financial difficulties; and 
 
c. additional costs relating to new, reorganised or closing schools. 

 
11. In March, we also said contingency funding could be retained centrally for significant pupil 

number growth. In order to support the local authority duty in place planning, alternative 
arrangements will operate – these are described below. 

 
Exception 2 – Historic commitments 

 
12. In the past, some local authorities have agreed with their Schools Forums that the budget for 

schools can be used for the provision of some central services that would normally be funded 
from wider local authority funds. Examples include redundancy costs and borrowing for capital 
expenditure. In addition, local authorities have funded capital from revenue in this way – for 
example the capitalised costs of equal pay arrears or to supplement capital funding – though 
expenditure of this type does not require Schools Forum approval (other than where it would 
breach the central limit). 
 

13. To recognise that these commitments have been made in good faith on the basis of local 
decisions, we will allow the continuation of this funding – not to do so could be destabilising. 
Expenditure of this kind will only be allowed for existing commitments and to the level budgeted 
for in 2012-13. No new commitments or additional expenditure will be allowed. 
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Exception 3 – Statutory functions of the local authority 
 

14. Some services relating to the statutory functions of the local authority have also been met 
through the budget for schools. These include the co-ordinated admissions scheme, the 
Carbon Reduction Commitment and the administration of the Schools Forum. 
 

15. Expenditure on these lines will be allowed up to the limit of levels budgeted in 2012-13 but no 
new commitments will be allowed.  

 
Further exceptions 
 
16. In addition to the exceptions above, two further items of central expenditure will be permitted. 

These are for equal pay back-pay and the funding of non-SEN places in independent schools.  
 

17. For equal pay back-pay, where local authorities are still concluding negotiations and need to 
pay lump sums of back-pay to staff in schools and Academies, this will be an allowable item of 
central expenditure before maintained schools and Academy budgets are calculated. The 
Schools Forum will need to agree the total and Academies must be funded on the same basis 
as maintained schools. 

 
18. For non-SEN places in independent schools, where local authorities choose to place pupils in 

independent schools because of the pressure on state school places in their area, funding will 
be allowed from the schools budget. Again, Schools Forum agreement will be needed. 

 
Supporting schools with significant growth in pupil numbers 
 
19. In March, we said that maintained schools facing significant pupil number growth could be 

supported through de-delegated contingency funding, but that local authorities would not be 
able to top-slice to build a contingency budget for this purpose. As autonomous institutions, 
Academies would be expected to manage pupil growth from within their own budgets in the first 
instance but could work with the EFA if exceptional budget pressure arose. 

 
20. Under this arrangement, there is a risk of uncoordinated growth provision. To mitigate this risk 

we are introducing an alternative arrangement. Local authorities will now be able to create a 
growth fund from the DSG in advance of allocating school budget shares2. The growth fund will 
need to be ring-fenced so that it is only used for the purposes of supporting growth in pupil 
numbers to meet basic need and will be for the benefit of both maintained schools and 
Academies. Any funds remaining at the end of the financial year must be added to the following 
year’s DSG and reallocated to maintained schools and Academies through the local formula. 

 
21. Importantly, local authorities will be required to produce criteria on which any growth funding is 

to be allocated. These should provide a transparent and consistent basis (with differences 
permitted between phases) for the allocation of all growth funding. The criteria should both set 
out the circumstances in which a payment could be made and provide a basis for calculating 
the sum to be paid. 

 
22. Local authorities will need to propose the criteria to the Schools Forum and gain its agreement 

before growth funding is allocated. The local authority will also need to consult the Schools 
Forum on the total sum to be top-sliced from each phase and must regularly update the 
Schools Forum on the use of the funding. It is essential that the use of the growth fund is 
entirely transparent and solely for the purposes of supporting growth in pupil numbers. 

 

                                            
2
 Eligible expenditure on growth can include funding schools and Academies where very limited pupil growth 

nevertheless requires an additional class, as required by class size regulations.   
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Formula factors for distributing the notional Schools Block 
 
23. In March, we listed the formula factors that local authorities will be able to use when allocating 

funding to schools from the notional Schools Block. There were 10 listed: two mandatory (basic 
per-pupil entitlement and deprivation) and one that is only applicable to the five local 
authorities3 that have some of their schools within the London fringe area and need flexibility to 
reflect the higher teacher costs in these schools. 

 
24. We invited views on a number of the indicators underpinning the 10 factors. This section 

considers each formula factor in turn, summarises responses to the consultation and describes 
the final arrangements. 

 
Basic per-pupil entitlement (mandatory factor) 

 
25. As we described in March, all local authorities will allocate a basic per-pupil entitlement. We 

stipulated that authorities should have only one rate for primary school pupils – this is because 
there is little evidence to suggest that the costs between the primary Key Stages vary. Our 
analysis indicates that around half of authorities fund Key Stage 1 at a higher rate, while half 
fund Key Stage 2 at a higher rate. In order to maintain simplicity and consistency, from 2013-14 
only a single rate will be allowed. 
 

26. We asked for views on whether separate Key Stage 3 and Key Stage 4 rates should be 
allowed and responses to the consultation were strongly in favour of doing so (85 per cent 
agreed). Local authorities will therefore be able to apply different age-weighted pupil units for 
Key Stage 3 and Key Stage 4. 

 
27. In March, we indicated that we were inclined to set a minimum threshold for funding allocated 

through the basic entitlement or pupil-led factors. We sought views on how this might be 
achieved. Responses to the consultation were mixed but slightly favoured not setting a 
threshold at this point. 

 
28. Our discussions with local authorities since March indicate that the proportion of funding which 

will go through the pupil-led factors is likely to increase significantly as a result of the overall 
simplification of local formulae. While a minimum threshold would reinforce this, we are 
conscious that introducing one at this early stage in reform could create unnecessary or 
undesirable shifts in schools’ budgets. We will however review this next year once we have 
assessed the first year of formula simplification and can be clearer about the impact it would 
have. 
 

Deprivation (mandatory factor) 
 

29. We have always been clear that deprived pupils must attract additional funding. Not only are 
local authorities required to target some of the DSG at deprived pupils, we are also investing 
£2.5 billion in the Pupil Premium over the spending period. Local authorities will continue to 
have to target funding at deprived pupils but in order that they do this in a more consistent way 
we explained, in March, that this should be based on two indicators only: 
 

a. free school meals (FSM) data (which could be either straight FSM or Ever 6 as with the 
Pupil Premium); 
 

b. IDACI data; or 
 

c. both. 
 
30. We set out an example IDACI banding system and asked for views on how this might be 

                                            
3
 The five local authorities are Buckinghamshire, Essex, Hertfordshire, Kent and West Sussex. 



7 

 

applied. A number of responses to the consultation suggested that the proposed banding 
system needed to be amended as it was not sensitive enough to local authorities with higher 
levels of deprivation. We have therefore looked again at our banding methodology and have 
now introduced a 6th band. The IDACI bands have now been set as follows:  

 

Band 

IDACI score 

lower limit 

IDACI score 

upper limit 

1 0.2 0.25 

2 0.25 0.3 

3 0.3 0.4 

4 0.4 0.5 

5 0.5 0.6 

6 0.6 1.0 

 
31. Please note that local authorities will still be able to set the unit value and that this can vary 

between primary and secondary phases. 

Looked after children (optional) 
 

32. Local authorities will be able to target funding to schools for looked after children if they wish to 
do so. Primary schools and secondary schools will attract the same rate. 
 

Low cost, high incidence special educational needs (optional) 
 

33. In March, we described how local authorities will be able to target funding to schools with pupils 
with low cost, high incidence special educational needs (SEN) (supplementary funding 
arrangements for pupils with high needs are discussed in Chapter 3). Local authorities 
currently use a range of measures to allocate funding for these needs, including prior 
attainment and deprivation. For the future, a factor based on prior attainment will be available 
but its use is not compulsory. 

 
34. In defining the measures that should be used if this factor is applied, we acknowledged that 

there was no ‘perfect’ way of identifying pupils with low cost SEN but prior attainment provided 
a good proxy for a substantial element of such pupils. During the consultation we had 
representations from local authorities that the current Early Years Foundation Stage Profile 
(EYFSP) threshold was set too high at 78 points. We have looked again at our analysis and 
have decided to introduce a second, lower threshold. Local authorities will therefore be able to 
target: 

 
a. for primary schools, either all pupils who do not achieve 78 points or all pupils who do 

not achieve 73 points or more in the EYFSP. This will be a temporary measure until the 
review of EYFSP has concluded; and 
 

b. for secondary schools, all pupils who fail to achieve Level 4 or above in both English 
and mathematics at Key Stage 2. 

 
The notional SEN budget 
 
35. Whichever way local authorities choose to allocate funding for low cost, high incidence SEN, 

they will still be required to give mainstream schools a notional SEN budget from the Schools 
Block. This might be made up of funding from the basic per-pupil entitlement, deprivation and 
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low cost, high incidence SEN factors. It is from this notional budget that mainstream schools 
will be expected to: 

 
a. meet the needs of pupils with low cost, high incidence SEN; and 

 
b. contribute, up to a certain level set by the local authority, towards the costs of provision 

for pupils with high needs (including those with high cost, low incidence SEN)4. 
 
English as an additional language (optional) 

 
36. Pupils with English as an additional language (EAL) often require additional support. We have 

considered the evidence on how much support is needed and, as we explained in March, have 
decided that 3 years – from the point at which the pupil enters compulsory education in 
England – should be sufficient. With early intervention, pupils with EAL can achieve well, even 
earlier. 
 

37. We also recognise that the cost of supporting pupils who start school in England at an older 
age can be considerably higher. It is for this reason that local authorities will be able to allocate 
one rate for EAL pupils in primary schools and a different rate for EAL pupils in secondary 
schools. 

 
Lump sum (optional) 

 
38. In March, we suggested that local authorities should be allowed to allocate a lump sum of the 

same amount to all schools in the area. The predominant rationale for this is to provide 
sufficient funding for those small schools – particularly in rural areas – which although they 
represent an efficient use of a local area’s DSG, may not be able to operate on the basis of 
their per-pupil funding alone. With this in mind, the lump sum is intended to cover the average 
fixed cost of running a school (for example the cost of a head teacher, a caretaker and some 
administrative support). 
 

39. We invited views as part of the consultation on where within a range of £100,000 to £150,000 
the upper limit should be set.   

 
40. In response to the consultation, a number of concerns were raised about the level of the lump 

sum and its potential impact on smaller schools in particular. We have therefore decided to 
allow a lump sum of up to £200,000 in order to provide local authorities with additional flexibility 
in this first year of reform. We will, however, review this over the next year (as we are with 
other factors such as the basic entitlement) to establish whether this is the minimum cap 
needed to ensure the sustainability of those small schools which represent an efficient use of 
funding – and we may use a different cap for the 2014/15 allocations. 

41. Some schools and local authorities are concerned that the single lump sum approach would 
advantage some schools over others. We believe that the transparency of a single lump sum 
(which reflects fixed costs and no more) strongly supports the move to a fair and transparent 
funding system. Schools have historically been allocated funding through various grant 
programmes or because they offered different types of facilities or teaching staff. This has led 
to a system where some schools offer a rich and varied curriculum while others offer only the 
basics. Not all pupils can go to the first type of school. That is why we are ensuring that more 
funding will follow pupils, so that those schools that attract pupils (either because of their 
curriculum or ethos or quality of teaching) will also attract the funding they need and, in turn, 
this will lead to pupils having greater choice over better schools. 

                                            
4
 In the March document (see paragraph 3.1.7-3.1.8), we defined high needs pupils and students as those 

requiring provision costing more than around £10,000 per year. We deliberately chose a financial threshold, 
as opposed to an assessment-based threshold – such as having a statement of SEN – since linking statutory 
assessments to additional funding could create perverse incentives. 
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42. Small rural schools can play an important role in local communities. We remain firmly 

committed to supporting them wherever they represent an efficient use of a local area's 
funding. That is why we are not only allowing a lump sum with an appropriate limit but we have 
also continued with our policy of a presumption against the closure of rural schools as set out 
in section 15 of the Education and Inspections Act 2006.  

 
43. As with any school, small schools may have to consider alternative arrangements to remain 

viable. As we set out in March, shared governance, federation and joining an Academy chain 
are just some solutions which might help small schools to continue to succeed. It would be 
unfair to allow subsidies to continue to reach schools with a few pupils, at a significant cost to 
the schools with the majority of pupils. 

 
Split-sites, rates and private finance initiatives (PFI) (optional) 

 
44. As we explained in March, local authorities will be able to apply additional factors to reflect the 

costs of operating on split-sites (where a cash sum will be allocated), rates (which will be based 
on actual costs) and PFI arrangements (again where a cash sum will be allocated). 
 

Exceptional premises factors (by agreement with EFA) 
 

45. There may be some schools that incur additional costs because they have exceptional 
premises. For example they may have listed buildings, farm buildings, buildings that are rented 
or have boarding provision to meet social need. Providing these circumstances are exceptional 
– i.e. they apply to less than 5% of the schools in the local authority and account for more than 
1% of the budget of the school or schools affected – local authorities can request that an 
exceptional premises factor is included within their local formula. The EFA wrote to local 
authorities in May explaining how the application process will work. 

 
Other factors 

 
46. In addition to the 10 formula factors listed above, the consultation highlighted two further areas 

with significant costs attached. These were in relation to the use of DSG to support sixth form 
classes and pupil mobility. Local authorities will be able to take these into account as set out 
below: 

 
a. post-16 – while the core purpose of the DSG is not to fund post-16, many local 

authorities have used it for this purpose in the past. Where local authorities have used 
DSG for sixth forms, in the past, they will be allowed to honour this commitment in 
2013-14, but no new commitments or increases in expenditure will be allowed; and 

 
b. pupil mobility – some schools experience high levels of pupil mobility and greater 

costs as a result. By pupil mobility we mean the total movement in and out of schools 
by pupils other than at usual times of joining and leaving. 
 
Evidence suggests that pupils subject to frequent moves are less likely to achieve and 
so schools often put additional staffing in place to help support pupils. In addition, 
schools subject to high levels of pupil mobility can be faced with significant 
administrative burdens. 
 
Local authorities will therefore be able to apply a factor for pupil mobility that is based 
on the number of pupils entering schools at non-standard entry points. More detail on 
this is set out in the operational guidance. 

 
Pro-forma and timings 
 
47. Now that the final formula factors have been defined (as above) local authorities can finish 
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developing their local formula and start to consult Schools Forums and others. The 
Department’s formula tool is designed to support local authorities in developing their formula 
and is being updated to reflect policy changes. A final version of this will be issued shortly. We 
will also confirm shortly what information we will collect on the pro-forma and the more detailed 
table underpinning it. 

 
48. We set out the timetable for the DSG in the March document and this is unchanged. We have 

developed the timetable to make sure budgets for schools and Academies can be confirmed by 
the end of March 2013. To make sure this is achieved, it is important that local authorities 
submit the details of their local formula, using the pro-forma, to the EFA by the end of October 
2012. A reminder of the timings is set out in Table 1 below. 

 
Table 1 – Timetable for the Dedicated Schools Grant 
 

Date Action 

October 2012 
Local authorities submit provisional Schools Budget 

pro-forma to the EFA 

28 November 2012 School Census database closed 

December 2012 
EFA confirms DSG allocations for 2013-14 (prior to 

recoupment of funding for Academies) 

January 2013 
Local authorities submit final data for Schools 

Budget pro-forma 

January – March 2013 

Local authorities confirm budgets for their 

maintained schools. EFA confirms Academy 

budgets 

 
Protections 
 
49. The minimum funding guarantee (MFG) protects the per-pupil funding of schools from one year 

to the next against significant changes in funding formulae or changes in data not directly 
related to pupil numbers. The MFG has been set at minus 1.5% per pupil for 2013-14 and 
2014-15. As we explained in March, the arrangements for the operation of the MFG are being 
simplified so it is easier for schools to understand how their budgets are being protected. 

 
50. We proposed that certain items should be automatically excluded from the calculation of the 

MFG as including them could result in excessive or insufficient protection for schools. The 
items that will be automatically excluded are: 

 
a. post-16 funding; 
 
b. allocations from the notional High Needs Block, including those for named pupils with 

SEN; and 
 

c. the lump sum. 
 
51. Further to this and following feedback during the consultation period, we will make two further 

automatic exclusions – for allocations made through the early years single funding formula and 
for rates. In addition, we clarify below how the lump sum should be treated in the MFG 
baseline. 
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Early years 
 
52. In the case of primary and infant schools with nursery classes, the MFG currently applies to the 

whole school budget, including early years funding. Given the time between the setting of the 
5-16 budget (based on the October Census) and the early years budget (based on the January 
Census) the early years budget will have to be excluded. Early education budgets will be 
protected separately. More information is provided in Chapter 4. 

 
Rates 
 
53. If local authorities apply a factor for rates it will be based on actual cost. The value could vary 

from year to year with revaluations and new buildings. Including rates in the MFG could 
therefore lead to either excessive or inadequate levels of protection resulting from decisions 
over which schools have no control. Rates will therefore be automatically excluded. 

 
Treatment of the lump sum 
 
54. Local authorities currently allocate a wide range of lump sums to schools. In 2013-14, any lump 

sum that is allocated to all schools will be fixed at a level determined locally that is no higher 
than £200,000. Given the potential difference from current lump sums to the lump sums that 
might be allocated in 2013-14, it is important to protect budgets appropriately and exclude the 
right amount from the 2012-13 baseline. 

 
55. This means that the lump sum that is excluded from the 2012-13 baseline will be the same 

value of the lump sum that is applied in 2013-14, regardless of how much lump sum the school 
might have actually received in 2012-13.  

 
MFG and Academies 
 
56. The total DSG allocated to a local authority will take into account all pupils in maintained 

schools and Academies (excluding non-recoupment Academies and Free Schools). In order to 
calculate the MFG for maintained schools, local authorities will treat all recoupment Academies 
in the local authority area as though they were maintained schools and will calculate a school 
budget share for all schools using revised local funding formulae. 

 
57. Separately, the EFA will calculate and pay MFG protections against funding paid to Academies 

in the Academy funding year 2012/13, including through Schools Block Local Authority Central 
Spend Equivalent Grant (LACSEG). Any additional cost of these protections will not need to be 
found from within the local DSG and will therefore have no impact on either the funding 
allocated to maintained schools or the amount recouped from the local authority.  

 
Improved Schools Forum arrangements 
 
58. An important aspect of local decision-making is the Schools Forum. Schools Forums were put 

in place to support local authorities on matters relating to school budgets and they play a 
critical role in representing the views of all the schools in the area, including Academies, Free 
Schools, maintained schools and early education providers. 

 
59. In March, we described a number of measures that would improve the way that Schools 

Forums operate. These focused on membership, voting rights and publication of papers. These 
measures have been included in draft regulations and we are currently consulting on them. The 
consultation closes on 11 July 2012. 

 
The role of the Education Funding Agency 
 
60. On behalf of the Secretary of State, the EFA has a key role in overseeing the school funding 

system. It distributes the DSG and Pupil Premium to local authorities; calculates and pays 
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Academy budgets; calculates sixth form funding for schools and Academies; and will also have 
a role in overseeing local funding arrangements. 

 
61. We explained the latter function in more detail in March but essentially there are three main 

components to the EFA oversight role: 
 

a. a right to send an observer to Schools Forums; 
 
b. reviewing each local authority’s pro-forma to ensure the formula is compliant with the 

new arrangements; and 
 

c. ensuring that local formulae have been constructed in a reasonable way that enables 
the variety of provision in the area to be funded equitably. 

 
62. For each of these oversight functions, the EFA will apply a slightly different approach as 

described below. 
 
Schools Forum observation 
 
63. By giving the EFA observer status at Schools Forum meetings, it will be able to support the 

local process and provide a national perspective. An EFA representative will not attend every 
meeting but will want to see how the Forum is working, and could be asked to attend specific 
meetings if members thought it helpful or if there were any concerns about the running or 
composition of the Forum. 

 
Formula compliance checks 
 
64. When local authorities submit their pro-forma in October, the EFA will review each one to 

check it is compliant with the new arrangements. In doing so, it will take account of any 
representations it has received from any schools in the area (both Academies and maintained 
schools). If the pro-forma shows that a formula is non-compliant with the regulations or 
conditions of grant, the EFA will require the relevant local authority to change the formula. 
There will then need to be a rapid dialogue to ensure that a compliant revised formula is 
submitted. 

 
Reasonableness checks 
 
65. Where the EFA has received representations from an individual school or a group of schools 

(in both cases meaning either maintained schools or Academies), that suggest they will be 
unreasonably funded as a result of the local authority not applying an allowable formula factor 
or not requesting an exceptional factor, it will explore the matter further. After investigation the 
EFA may ask the local authority to apply the factor in question. 

 
66. The EFA will not consider general representations from individual schools that have lost 

funding under the new formula arrangements. The EFA will, however, monitor the impact of the 
new formulae on different types of schools – for instance in the primary to secondary funding 
ratio – and look for trends. This kind of information will be of value in the development of a 
national funding formula. 

 
67. The EFA will respond to schools and Academies that indicate potential infringements of those 

regulations and DSG grant conditions which ensure maximum delegation, create restrictions on 
use of funding for central services, and ensure that any centrally retained funding is used 
equitably. The EFA may wish to seek to verify such complaints by securing evidence and 
information from the local authority. 
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Funding arrangements for Academies in 2013-14 and beyond 
 
68. One of the benefits of putting in place simplified and consistent local formulae is that 

maintained schools and Academies will be funded on a more equitable and transparent basis. 
The pro-forma is critical to this as it will negate the need for bureaucratic and error-prone 
replication when the EFA calculates Academy budgets.  

 
69. A further benefit arises as a result of the maximum delegation of the Schools Block (see 

paragraph 4). This will mean that there is no need to calculate a separate Schools Block 
LACSEG payment as Academies will receive this funding up front as part of their budget share. 

 
70. Year-on-year budget protections for Academies will also be provided through the MFG of 

minus 1.5% per pupil, subject to the exclusions above. When calculating an Academy’s 
2013/14 school budget share, the EFA will ensure that the MFG takes account of the Schools 
Block LACSEG received by the Academy in 2012/13. 

 
71. As we highlighted in March, we are exploring options for the transfer of funding for the central 

education functions currently included in LA Block LACSEG from local authority Formula Grant 
to the Department for Education. The EFA would then distribute this funding as a separate un-
ringfenced grant to authorities and to Academies on a national basis, proportionate to the 
number of pupils for which they are responsible. We plan to consult on more detailed proposals 
later this summer alongside the Department for Community and Local Government’s 
consultation on the business rates retention scheme. 

 
Free Schools, University Technical Colleges and Studio Schools 
 
72. In March, we set out our decision that, from 2013-14, Free Schools, University Technical 

Colleges (UTCs) and Studio Schools should be funded through the relevant local simplified 
formula rather than existing arrangements. This would mean that all maintained schools, 
Academies and Free Schools will be funded on the same basis so that equivalence of funding 
is transparent across the system. 

 
73. We were concerned that, in doing so, we would lose the benefit of the Free Schools ‘ready 

reckoner’ as a budgeting device for Free School proposers. We asked for views on the kind of 
information Free Schools, UTC and Studio School proposers need to check viability and plan 
and the overwhelming response was that proposers needed early planning certainty on their 
overall 2013/14 budget. Respondents were clear that it was not tenable for 2013/14 openers to 
have to wait until March 2013 for confirmation of budgets, after local formulae have been 
finalised and applied by the EFA. 

 
74. In light of this, 2013/14 openers should continue to use the ‘ready-reckoner’ as a basis for 

planning 2013/14 budgets. 2013/14 openers will be funded in accordance with local formulae 
but, to limit the impact of any difference between planned and realised budget, we will provide 
a protection of minus 1.5% on a like-for-like basis. 

 
75. We expect that 2014/15 openers will be able to reflect the 2013-14 local formula in their 

planning for 2014/15 budgets. We will provide an updated ‘ready-reckoner’ to assist with this. 
In preparing the financial plans for their Free School application, groups should, however, use 
the current ‘ready-reckoner’, although it should be noted that these figures will vary from their 
final budget. Further information on budget setting arrangements will be made available to 
prospective 2014/15 Free Schools later in the year. 

Funding arrangements for 14-16 year olds wishing to study in Further Education Colleges 
 
76. In March, we explained how we would fund Further Education and Sixth Form Colleges which 

make full-time provision for 14-16 year olds. Our intention is to fund these settings in a simple 
and transparent way and, taking account of differences where necessary, to fund them in line 
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with other settings in the local area. 

77. We are still finalising the details of how this funding will flow in practice and will give further 
details in the Autumn. 

78. Pupils should also attract the Pupil Premium at the relevant rate. 
 
79. More information will follow on how funding will flow in practice. 
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Chapter 2 

Improving the way that local areas are funded 

80. In the March document, this Chapter introduced the concept of allocating the DSG in notional 
blocks (schools, high needs and early years) and explained how these will be calculated. 

 
81. It also explained how the timing of the DSG will be confirmed earlier so that school and 

Academy budgets can be set earlier. In summary, we explained that the DSG allocations for 
2013-14 would be confirmed in December 2012, comprising: 

 
a. a confirmed notional Schools Block based on the October 2012 census; 

 
b. an initial notional Early Years Block based on the January 2012 census, to be update 

during 2013-14 for January 2013 and 7/12ths of the January 2014 pupil numbers (to 
cover the September 2013 to March 2014 period); and 

 
c. a confirmed notional High Needs Block based on 2012-13 spend, possibly updated with 

2013-14 population projections. 
 

82. During the consultation period, local authorities queried how children who defer entry to 
reception classes might be accounted for as they would not appear in the October census and 
so would not attract funding. To prevent schools with lots of deferred entries to Reception 
classes being disadvantaged, we will uplift the DSG to reflect the difference in Reception pupil 
numbers between the October and January counts of the previous academic year. Regulations 
will allow local authorities to apply this uplift in pupil numbers to all schools with Reception 
classes, reflecting what actually happened in each school in the previous year.  

 
83. We also explained that we were exploring options for the transfer of funding for the central 

education functions currently included in local authority Block LACSEG from local authority 
Formula Grant to the Department for Education. The EFA would then distribute this money as a 
separate un-ringfenced grant to authorities and Academies on a national basis, proportionate 
to the number of pupils for which they are responsible. We plan to consult on this jointly with 
the Department for Communities and Local Government as part of a consultation on a 
business rates retention scheme later in the summer.
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Chapter 3 

Improving arrangements for funding pupils and 
students with high needs 

Introduction 
 
84. In March, we announced a new approach to funding provision for pupils and students with high 

needs. In the corresponding chapter in the March document, we explained in detail this new 
place plus approach. This chapter confirms the new high needs funding arrangements for 
2013-14 and clarifies arrangements for the areas on which we consulted. These include: 
funding arrangements for independent and non-maintained special schools (INMSSs); hospital 
education; and some specific details relating to alternative provision (AP). 

 
85. The new high needs funding arrangements will be introduced for all providers in the schools 

sector in April 2013, including local authority maintained schools, and special and Alternative 
Provision Academies. They will be phased in for mainstream Academies by September 2013. 
The new arrangements for providers in the further education (FE) sector will be introduced from 
the start of the 2013/14 academic year.  

 
The case for reform 
 
86. Our approach to reform of high needs funding includes not only high needs pupils in the 

schools sector, but also high needs students in the FE sector. This is to ensure that funding 
arrangements support the Government’s plans to introduce a single approach to assessment 
and planning for young people with SEN from birth to 25. 

 
87. As we stated in March, funding arrangements need to support the Government’s key policy 

reforms, and the shortcomings inherent in the current system need to be addressed. 
 
88. Put simply, an unreformed high needs funding system would frustrate and impede, rather than 

facilitate and support, the development of personal budgets, the local offer, and a single 
assessment and plan from birth to 25. These are key planks of the Government’s reforms of 
SEN and disability provision5. Without reform of current funding arrangements for AP, we will 
not be able to implement the recommendations of Charlie Taylor’s review of AP, nor give 
schools and Academies a greater role in commissioning AP6. 

 
A reformed approach to high needs funding: Place-plus 
 
89. As we described in March, a place-plus approach to high needs funding will ensure that all 

providers, mainstream and specialist, will be funded on an equivalent basis. This approach has 
been designed to be straightforward and transparent, so as to encourage flexibility and, where 
appropriate, improve choice. 

 
90. There are a number of simple steps that have been taken to develop the place-plus approach: 
 

a. defining “high needs” – we have defined the threshold between needs that we would 
expect to be met through mainstream funding and those where additional funding is 

                                            
5
 Support and aspiration: A new approach to special educational needs and disability: Progress and next 

steps, https://www.education.gov.uk/publications/standard/publicationDetail/Page1/DFE-00046-2012 
6
 The Taylor review of alternative provision: Improving alternative provision, 

http://www.education.gov.uk/schools/pupilsupport/behaviour/a00204776/taylor-review-of-alternative-
provision 

https://www.education.gov.uk/publications/standard/publicationDetail/Page1/DFE-00046-2012
http://www.education.gov.uk/schools/pupilsupport/behaviour/a00204776/taylor-review-of-alternative-provision
http://www.education.gov.uk/schools/pupilsupport/behaviour/a00204776/taylor-review-of-alternative-provision
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required. We have set this threshold at around £10,000 of education provision per year. 
We have deliberately defined high needs with regard to a financial threshold, as 
opposed to an assessment-based threshold, to avoid creating a potential pressure for 
additional statutory assessments; 

 
b. defining the contribution made by mainstream providers – mainstream schools, 

Academies and colleges will be expected to contribute the first £6,000 of the additional 
education support costs of a high needs pupil; 

 
c. introducing an equivalent level of base funding for specialist settings – specialist 

pre-16 SEN settings will receive base funding of £10,000 per planned place. Post-16 
specialist SEN / learning difficulty and disability (LDD) provision will be funded slightly 
differently, but on an equivalent basis to mainstream post-16 settings. AP settings will 
receive base funding of £8,000 per planned place. Base funding will ensure 
equivalence of funding between providers, and will offer some stability of funding for 
specialist settings; and 

 
d. aligning funding and educational commissioning responsibilities – above this 

threshold, commissioners and providers will liaise directly over top-up funding for 
individual pupils based on their assessed needs. 

 
Funding for mainstream settings 
 
91. We described in March that funding for placements of high needs pupils in mainstream schools 

and Academies will be very similar to current arrangements. At present, pre-16 mainstream 
settings receive a clearly-identified notional SEN budget. Using this, schools and Academies 
are expected to meet the needs of pupils with high-incidence SEN and to contribute up to a 
certain level to the needs of high needs pupils. 

 
92. Under place-plus, mainstream schools and Academies will receive formula funding which will 

include a notional SEN budget. From this, they will provide a standard offer of teaching and 
learning for all pupils, including those with high needs. In the March document, we called this 
core education funding. From their notional SEN budget, they will contribute the first £6,000 of 
the additional support costs of high needs pupils. By additional support, we mean the additional 
education provision that a pupil needs in order to access the school’s or Academy’s offer of 
teaching and learning. Funding above this level will be agreed with the commissioning local 
authority and paid in the form of a top-up from its High Needs Block. 

 
93. As we announced in March, local authorities will also be able to target additional funding from 

their High Needs Block at schools and Academies whose formula funding does not adequately 
reflect the number and/or needs of pupils with SEN in the school. 

 
94. Funding for mainstream post-16 settings will operate in a similar manner. Providers will receive 

per-student funding through the national 16-19 funding formula. They will also receive an 
allocation of £6,000 per high needs student on roll. The allocation of these two elements will be 
based on student data from the last full academic year. Above this level, top-up funding will be 
provided by the commissioning authority from its High Needs Block. This will mean that FE 
colleges will now discuss funding directly with commissioners. 

 
Funding for specialist SEN settings 
 
95. We announced in March the details of a new approach to funding specialist SEN settings, 

moving from a predominantly place-led funding system to a place-plus approach. Specialist 
settings are institutions or places in institutions that are set aside specifically for pupils or 
students with high needs. They include not only special schools but special units and 
resourced provision in mainstream schools and Academies. 
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96. Under place-plus, pre-16 specialist SEN settings will receive base funding of £10,000 per 
planned place. The aims of introducing this base level of funding are to ensure equivalence 
across specialist settings and with mainstream settings, as well as providing some stability of 
funding. Base funding will be passed on directly to maintained providers by the maintaining 
authority. Academies and other non-maintained providers will receive this funding from the 
EFA. Top-up funding above this level will be paid by the commissioning local authority on a 
per-pupil basis. 

 
97. We stated in March that we would like to work towards a position in which independent and 

non-maintained special schools (INMSSs) received base funding direct from the EFA. We can 
now confirm that INMSS will receive base funding in this way from April 2013, and will be 
funded in the same way as other non-maintained specialist settings such as special Academies 
and special Free Schools. 

 
98. With regard to post-16 specialist SEN and LDD settings, we announced in March that these 

would be funded in the same way as mainstream post-16 settings: a per-student allocation 
calculated by the national 16-19 funding formula and an allocation of £6,000 per high needs 
pupil or student based on data from the last full academic year. As at present, there will be an 
opportunity for specialist settings to have their allocations reviewed if their current numbers 
differ significantly from those used to calculate their allocations. 

 
99. We also described in March that there would be a simple process to confirm the number of 

planned specialist SEN places for 2013-14, and thereafter a simple process for keeping funded 
places under review. With regard to the former, the EFA has begun to write to local authorities 
asking them to confirm this information. With regard to the latter, we described in March that 
the EFA would coordinate a national, annual process through which commissioners and 
providers will discuss allocations of funded places and notify any proposed adjustments to the 
EFA. This will enable and encourage planning on a supra-local authority level, and ensure that 
funding is responsive to local need. Ultimately, this will support the Government’s aim that 
providers that are in demand should be able to expand, while empty places should not be 
funded indefinitely. 

 
Funding for Alternative Provision settings 
 

100. We announced in March that we would introduce a place-plus approach for AP settings similar 
to that for specialist SEN settings. We explained, however, that we did not consider that 
£10,000 was an appropriate level of base funding for AP settings, and we consulted on 
whether £8,000 per place was a more appropriate level. We explained that some AP cost less 
than £10,000 per place per year, and we wanted to avoid over-funding some providers by 
setting the base level too high. 

 
101. Responses to this consultation question were mixed, with “not sure” the most common 

response. Many respondents were concerned that providers should receive a greater 
proportion of funding on the basis of places rather than the pupils placed with them. 
Nevertheless, in order to support a sharper and more focused approach to commissioning, as 
recommended by Charlie Taylor, we will set the base level of funding for AP at £8,000 per 
place. 

 
102. We recognise that there is a lack of reliable data on current per-pupil or per-place spending in 

AP. As we stated in March, we will consider for future years whether £8,000 per place is the 
most appropriate level of base funding in light of future data returns on levels of AP funding. 

 
103. Above this base level of funding, top-up funding will be provided by the commissioner on a per-

pupil basis. Top-up funding will be based on the pupil’s assessed needs, and will be discussed 
and agreed between the provider and commissioner. In cases of early intervention or fixed-
term exclusions, the commissioner will be a mainstream school or Academy, whereas in other 
instances it will generally be a local authority (though some local authorities delegate this 
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function to schools or groups of schools). 
 

104. We also consulted in March on what pro rata arrangements might be put in place with regard to 
the payment of top-up funding for short-term and part-time placements. We considered that it 
was important to balance flexibility of funding with the need to avoid the administrative burden 
of managing multiple small transactions. Consultation responses showed support for 
calculating top-up funding for short-term placements on the basis of a half-termly rate, and for 
part-time placements on a daily rate. We will recommend that, when discussing top-up funding, 
providers and commissioners will calculate half-termly rates for short-term placements and 
daily rates for part-time placements.   

 
105. Consultation responses also identified that one aspect of these reforms could potentially 

provide a perverse financial incentive for mainstream schools and Academies to exclude pupils 
permanently. In instances of fixed-term exclusions, early intervention or off-site direction the 
mainstream school or Academy would repay Age Weighted Pupil Unit (AWPU) to the local 
authority and pay top-up funding to the AP provider. In instances of permanent exclusion, 
however, the mainstream school or Academy would only repay AWPU. 

 
106. As a result, we will not require mainstream schools and Academies to repay AWPU when 

placing pupils in AP for the purposes of fixed-term exclusion, early intervention or off-site 
direction. Mainstream schools and Academies will agree and pay top-up funding to AP settings 
in such instances. In cases of permanent exclusion, mainstream schools and Academies will 
repay AWPU. 

 
107. The exclusions trial is at present testing an approach that would see mainstream schools and 

Academies take on commissioning responsibilities for permanently-excluded pupils. In advance 
of the outcome of this trial, Charlie Taylor has recommended that local authorities devolve 
funding to mainstream schools and Academies for permanent exclusions. We consider that this 
would be a further, complementary way of addressing perverse incentives to exclude 
permanently. 

 
Top-up funding 
 

108. We announced in March that top-up funding above the thresholds set out above will be 
provided by commissioners on a per-pupil or per-student basis. This funding will be based on 
the pupil’s or student’s assessed needs, will be agreed between commissioners and providers, 
and will be provided in or close to the real-time movement of a pupil or student. These direct 
funding relationships between commissioners and providers will replace inter-authority 
recoupment. 

 
109. We stated in March that the setting of top-up funding is a matter for local determination, and 

that local authorities may choose to use local banding frameworks to manage top-up funding. 
Top-up funding must, however, reflect a pupil’s needs and the cost of the provision they 
receive in a particular setting. This is likely to mean that the level of top-up funding will be 
different in different settings. Further information about setting top-up rates and frameworks are 
set out in our operational guidance document. 

 
Hospital education 
 

110. We stated in March that we were considering future funding for education provision for young 
people admitted to hospital. We explained that reform was needed so that funding for this 
provision did not require massive and costly inter-authority recoupment arrangements, while at 
the same time ensuring the availability of high-quality provision. 

 
111. We recognised, however, that arrangements for this sector would need to be somewhat 

different to the place-plus approach for other areas of high needs provision. This is because 
hospital education is not commissioned on the basis of need or parental choice. Instead, it is, 
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by its very nature, reactive to needs that cannot be planned for and are often the result of injury 
or illness. 

 
112. We are now able to confirm that, from April 2013, we will put in place a new approach to 

funding hospital education. We will first work with local authorities to distinguish hospital 
education provision from other high needs provision more akin to SEN and AP. This will enable 
us to build up a clear picture of hospital education provision nationally. We will then calculate 
the current spend on each hospital education setting, and top-slice this from the national DSG. 
Lastly we will be able to “passport” this funding to providers through the maintaining local 
authority. This will ensure that hospital schools are funded in a way that does not require inter-
authority recoupment, which will therefore come to an end. It will also enable the Education 
Funding Agency to fund any hospital education providers that convert to Academy status. 

 
113. Any changes in the level of demand for which a particular hospital education provider is 

required to cater, and thus consideration of any adjustments in funding levels, would be 
handled by the review process set out above. 

 
114. We intend that these arrangements would also cover hospital education provision for young 

people aged 16-18 that is provided in the seven secure forensic psychiatric units.   
 

115. Following the implementation of this approach, we will work with the hospital education sector 
in order to explore whether it is possible to develop a more transparent and consistent national 
approach to funding different types of provision that are offered in hospital education settings. 
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Chapter 4 

Simplification of the arrangements for the funding of 
early years provision 

Early education funding 
 

116. This section considers the funding of providers delivering the universal free entitlement of 15 
hours per week of free early education for three and four year olds. 

 
117. In March, we were clear that funding for free early education, delivered through the early years 

single funding formula (EYSFF), could be made simpler to understand, even more transparent, 
and more focused on impact. Since then, we have been working to support local authorities in 
this task. Shortly, we will publish: 

 
a. short, clear, non-statutory supporting material, to help local authorities improve their 

funding arrangements; 
 

b. best practice examples from local authorities to sit alongside the supporting material, 
exemplifying how local authorities have learnt from experience and improved their 
EYSFF; and 

 
c. local authority-level data on the funding, take-up, quality and outcomes of early 

education provision. This data will enable authorities to compare their performance with 
other authorities, and will be a powerful tool for parents and providers to hold their 
authority to account. We intend to add more data as it becomes available over the 
coming months, to give the broadest possible range of data for comparison. 
 

Funding free early education in all-through academies 
 

118. In March, we explained that Academies with nursery provision are funded by local authorities 
through the EYSFF in the same way as other providers – maintained schools and private, 
voluntary and independent providers (PVI). The only exception to this is the small number of 
Academies with nursery provision which existed prior to 2010, which were funded by the Young 
People’s Learning Agency. Views were sought in the consultation on whether free early 
education in all Academies should be funded directly by local authorities. 

 
119. There would be two main advantages to doing so. Firstly, there is a strong case to be made for 

bringing together free early education funding for three and four year olds for all providers. This 
would mean that wherever a child accesses their free early education – whether in an 
Academy or a maintained school, or in the private, independent and voluntary sectors – they 
would all be funded and paid by local authorities through the EYSFF. This move would further 
support simplicity and transparency in funding for free early education. 

 
120. Secondly, timing changes have been made to bring forward Academy budget allocation. These 

involve basing the notional Schools Block element of the DSG on the pupil count from the 
October census rather than the January census (see Chapter 2). Since early education 
operates to a different timetable, based on the January not October census, continuing to fund 
through the EFA would almost certainly mean using the previous year’s EYSFF. This would 
mean these Academies continue to be treated differently to all other providers and on a 
17 month time lag for early years.  

 
121. We have therefore decided that all providers of free early education, including Academies 

currently funded for early education by the EFA, will be funded by local authorities on common 
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principles through the EYSFF. This change will have effect from 2013-14. 
 
Minimum Funding Guarantee for free early education  
 

122. In the case of primary and infant schools with nursery classes, the Minimum Funding 
Guarantee (MFG) currently applies to the whole school budget, including early education 
funding. PVI providers are not covered by the MFG. Given the time between the setting of the 
5-16 budget (based on the October Census) and the early years budget (based on the January 
Census) the early years budget will have to be excluded from the MFG.  

123. We propose to introduce a specific free early education MFG for all providers of free early 
education for three and four year olds. The objective of this is to recognise the importance of 
funding stability to enable the early years sector to remain sustainable and to expand to deliver 
increasing numbers of places for two, three and four year olds. However, the Department is 
supportive of local authorities using the Early Years Single Funding Formula (EYSFF) to reform 
local funding arrangements to level the playing field between different types of early years 
providers and make funding fairer. Where it is necessary for local authorities to opt out of the 
MFG in order to do this, that will be possible. The Government will review the impact of the 
MFG on stability, fairness and value for money in the sector before confirming funding 
arrangements for 2014-15.  

124. We propose to unify our arrangements, so that any local authority wishing to suspend the early 
education MFG should apply to the Secretary of State for approval in the same way as for the 
schools MFG. Our presumption is that applications that improve the fairness of funding 
between providers will be approved, but decisions will be made on a case by case basis. 

 
125. The early education MFG will be set at the same level as the school MFG, meaning that 

EYSFF base rates cannot be reduced by more than 1.5%. However, the early education MFG 
will operate slightly differently to the existing MFG. Only the per hour ‘base rate’ in the EYSFF 
would be included in the MFG baseline – all other funding such as supplements and lump 
sums would be excluded. This is explained below: 

a. the early education MFG would not include supplements. Supplements are 
designed to provide funding to providers based on certain criteria. By their nature, 
these may change from year to year which might affect the value of a supplement. 
For example, the number of disadvantaged children in a setting might reduce, 
affecting the deprivation supplement, or a lower Ofsted inspection grade could 
impact on a quality supplement. We believe it is important that supplement funding 
can be adjusted outside the MFG to take account of such changes;  

b. the early education MFG would not include lump sums. We recognise the 
importance of supporting provision and the need to provide funding to address 
unavoidable costs, especially in maintained nursery schools. Local authorities will 
continue to be able to set a lump sum at a locally determined level. However, we do 
not want to lock in, through the MFG, lump sum payment levels, thereby preventing 
local authorities from responding to changes in local circumstances; and 

c. given the early stage of roll-out of the two year old entitlement, we do not propose to 
include funding for two year olds as part of the MFG calculations at this stage. 

90% funding floor for three year olds 
 

126. Participation in free early education by three year olds is recorded through the January 
Census, and this participation attracts DSG funding. Current funding to local authorities is 
based on the actual number of three year olds who take up their entitlement to free early 
education or an amount equivalent to 90% of the estimated three year old population doing so, 
whichever is higher. This is known as the 90% floor. 
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127. The 90% floor was introduced in 2003 to provide additional resources for local authorities to 

build capacity and boost take-up when they were rolling-out the universal free early education 
entitlement to all three year olds. Nine years later, free early education for three years is now 
well-established, with well over 90% of three year olds participating, but the floor has remained 
in place. 

 
128. Funding through the 90% floor is not allocated specifically for local authorities to use to support 

three year olds: it is added to the total DSG each local authority receives and is used by local 
authorities across all 3-16 education according to local decision-making, as applies to all DSG 
funding.  

 
129. In March, we announced the decision to phase out the 90% floor so it would be removed 

entirely from 2014-15. We also announced the intention to use 2013-14 as a transition year. 
We believe moving to full participation-based funding would provide an incentive for local 
authorities to maintain high levels of take-up of the free entitlement by three year olds. It would 
also incentivise local authorities to increase levels of participation, as higher take up would 
result in increased DSG funding. Importantly, research suggests that three year olds who do 
not currently benefit from the free entitlement disproportionately come from multiply-
disadvantaged backgrounds and should therefore have the most to benefit from access to high 
quality early education. That is why it is important that funding arrangements promote 
increased levels of participation. Full participation funding also treats all local authorities 
equitably.  

 
130. We made it clear that removing the 90% floor from 2014-15 would require a level of transitional 

support for local authorities. So, 2013-14 would be a transition year to enable local authorities 
to increase participation levels, before full participation funding commences in 2014-15. In the 
consultation, we sought views on how this transition year should be managed. We did further 
analysis and are considering two main options for 2013-14: reducing the funding floor to 85%; 
and reducing the amount individual local authorities receive through the 90% floor by 50%. We 
are undertaking further analysis of these options, and will work with stakeholders to explore 
their impact. A final announcement will be made shortly and in sufficient time for local 
authorities to plan their provision and prepare for the complete removal of the 90% floor in 
2014-15. 

 
Free early education for two year olds 
 

131. Since March, it has been announced that funding for early education for two year olds will 
transfer to the DSG from 2013-14. We believe this will enable effective local integration of free 
early education for two, three and four year olds. It will also give providers greater certainty to 
make the necessary expansion in high quality provision. The Department will shortly seek 
views on how this funding could be allocated to local authorities through a separate 
consultation. 
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Annex A  

Analysis of responses to consultation points in School funding reform: Next steps towards 
a fairer system 

 
Introduction 

  
This report has been based on 708 responses to the consultation document.  

As some respondents may have supported more than one option for questions, total percentages 
listed under any one question may exceed 100%. Throughout the report, percentages are 
expressed as a measure of those answering each question, not as a measure of all respondents. 
There were specific issue campaigns, responding to a single question only, as well as responses 
by letter rather than through the consultation return.  

The organisational breakdown of respondents was as follows: 

Maintained School: 147 

Academy: 127 

Individual Local Authority: 104 

Other: 82 

Governor Association: 61 

Schools Forum: 52 

Teacher: 46 

Parent / Carer: 37 

Other Trade Union / Professional 
Body: 

21 

Local Authority Group: 15 

Early Years Setting: 12 

Teacher Association: 4 
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Summary 

Basic per-pupil entitlement 

 In paragraphs 1.3.10 and 1.3.11 we discussed the basic per-pupil entitlement. The difference 
between providing education for Key Stage 3 compared to Key Stage 4 is sometimes 
significant due to the additional costs of practical work and examinations incurred in the latter 
Key Stage. 

Question 1: Should local authorities and Schools Forums be able to agree separate 
rates for Key Stage 3 and Key Stage 4?  

There were 529 responses to this question 

Yes: 450 (85%)     No: 43 (8%)     Not Sure: 36 (7%)      

There was overwhelming agreement that separate rates for Key Stage 3 and Key Stage 4 
should be permitted in local formula, with many respondents specifically referencing the 
additional costs for examinations, smaller teaching groups and/or practical elements of study at 
Key Stage 4. 

 In paragraph 1.3.13 we considered setting a minimum threshold for the basic entitlement. 
There is an interaction between the amount of funding that goes through the basic entitlement 
and the amount remaining for other factors, such as deprivation and low-cost SEN. There are 
three options available: 

(a) To require a minimum percentage to go through the basic entitlement only (and we think 
that 60% represents a reasonable starting point); 

(b) To require a minimum percentage to go through all of the pupil led factors (so would 
include the basic entitlement, deprivation, looked after children, low cost SEN and EAL). We 
think that 80% represents a reasonable amount for this threshold. 

(c) To not set a threshold at all and accept that there will be inconsistency in some areas. 

Question 2: Do you think we should implement option a, b or c?  

There were 545 responses to this question 

a: 111 (20%)   b: 164 (30%)   c: 198 (36%)   None: 28 (5%)   Not Sure: 44 (8%) 

There was a split of opinion on whether and where to set a minimum threshold for the basic 
entitlement.  

Many of those that supported option (a) suggested that a 60% minimum threshold would be 
achievable for local authorities whilst allowing sufficient funding for other factors. 

Those that supported option (b) suggested that it would help achieve the most consistency 
across the country whilst allowing local authorities and schools forums the flexibility to adjust 
the funding levels of pupil led factors to meet local needs. 

Of the 36% that supported option (c) (that no threshold should be set), around a quarter 
thought that authorities and Schools Forums should be given enough flexibility to determine a 
distribution that best meets local needs. There were also concerns that a threshold would 
cause significant turbulence to school budgets, particularly those of smaller schools. 
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Deprivation 

 In paragraphs 1.3.15 to 1.3.23 we discussed deprivation funding and the issue of banding. Our 
preference is to allow banding only for IDACI under a new system, and to keep it as simple as 
possible, for example by only allowing a certain number of bands with a fixed unit rate applied 
to each and a minimum IDACI threshold. We do not propose to allow banding for FSM. 

Question 3: Do you agree with our proposals on banding? How do you think they might 
be applied locally? 

There were 526 responses to this question. 

Yes: 259 (49%)   No: 126 (24%)   Not Sure: 141 (27%) 

Almost half of respondents to this question agreed with the proposals on banding with many 
reasoning that this simple and transparent structure would be effective at targeting need.  

Of those that responded to the question, including those in favour of the proposal, 9% 
specifically warned against double or triple funding deprivation. 

105 respondents to the question (20%), including many of those that were not in favour or not 
sure if the proposals were correct, suggested that it was important to retain flexibility to set 
deprivation levels locally. 

 

Lump Sums 

 In paragraphs 1.3.38 to 1.3.42 we discussed the issue of lump sums. Many local formulae 
currently allocate a lump sum to schools. We want to set the upper limit on the lump sum at a 
level no higher than is needed in order to ensure that efficient, small schools are able to exist 
where they are genuinely needed. We think that the upper limit should probably fall somewhere 
between £100,000 and £150,000, and is certainly no higher than £150,000.  

Question 4: Where within the £100,000-150,000 range do you think the upper limit should 
be set? 

There were 551 responses to this question. 

£100,000 - 92 (17%) 
£110,000 - 4 (1%) 
£120,000 - 8 (2%) 
£125,000 - 9 (2%) 
£130,000 - 9 (2%) 
£140,000 - 4 (1%) 
£150,000 - 231 (42%) 
None - 103 (19%) 
Not Sure - 91 (17%) 

Nearly half of respondents preferred the maximum level of the lump sum to be set at £150,000. 
Respondents who agreed with this level suggested that a high upper limit was necessary to 
provide sufficient protection to small schools and to allow different authorities to set a lump sum 
which best targeted resource in their area. 

Those that responded ‘none’ included a number who indicated that they felt £150,000 was too 
low and lower than many current lump sums.  

A number of respondents suggested that there should be flexibility for schools to petition for a 
larger lump sum in exceptional circumstances. 

12% of respondents indicated that there should be a separate primary and secondary lump 
sum. 



27 

 

Free School, UTC and Studio School budget planning 

 In paragraphs 1.8.12 to 1.8.14 we explained the decision to fund Free Schools, UTCs and 
Studio Schools in line with revised local formulae, but highlighted an issue that confirmed 
funding levels would not be available to proposers until the Spring before opening. We then 
asked a question seeking feedback on proposers’ information requirements. 

Question 5: What sort of information do Free School, UTC and Studio School proposers 
need, and at what stages, to enable them to check viability and plan effectively?  

There were 202 responses to this question. 

Respondents largely accepted the principle that, within the reformed system, Free Schools, 
UTCs and Studio Schools should be funded on the same basis as other schools. In relation to 
Free School proposers’ information requirements, 41% of respondents to Q5 expressed the 
opinion that Free Schools should be in the same position as other schools, with similar levels of 
funding certainty on similar timescales.  
 
Other respondents gave strong feedback that Free Schools needed certainty on their budgets 
well in advance of opening, with commonly suggested timescales being January and at least 
two terms before opening. Advanced planning certainty was thought essential if key staff were 
to be employed in time for September opening.   

 
Improving arrangements for funding pupils with high needs  
 

 In Section 3 and Annex 5a, b and c we discussed the new arrangements for funding pupils with 
high needs. In Section 3.8 we discussed the roles and responsibilities under the new place plus 
approach, specifically those of providers, commissioners and the EFA. We want to ensure that 
unnecessary bureaucratic burdens are not placed on providers and that there is clarity about 
the respective roles and responsibilities of the EFA and local authorities.  

 
Question 6: What are the ways in which commissioners can ensure responsibilities and 
arrangements for reviewing pupil and student progress and provider quality can be 
managed in a way that does not create undue administrative burdens for providers? 

There were 318 responses to this question. 

31% of respondents stressed the importance of regular reviews and pupil progress meetings. 
20% suggested that local authorities should be responsible for monitoring both pupils and 
providers.   

 

 In section 3.9 we discussed transitional protection for providers. We want to ensure that the 
transition from the current funding system to the new arrangements is as smooth as possible. 
In the document we set out a number of ways we intend to provide support through the 
transitional period and enable commissioners and providers to become accustomed to the new 
approach  

 
Question 7: Are there other ways that we can help to ensure a smooth transition for 
commissioners and providers to the reformed funding approach for high needs pupils 
and students? 

There were 287 responses to this question. 

32% of respondents expressed the opinion that the timescale for change was too short and a 
longer lead in time was necessary. 14% suggested that more flexibility was needed in the early 
stages of the transition period. 
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 In Annex 5a, paragraphs 38 to 41 we discussed the level of base funding for AP settings and 
suggested that £8,000 would be an appropriate level of base funding.  

Question 8: Do you agree that £8,000 per-planned place would be an appropriate level of 
base funding for AP settings within a place-plus funding approach? 

There were 453 responses to this question 

Yes: 103 (23%)   No:  146 (32%)   Not Sure: 204 (45%) 

There was uncertainty over whether £8,000 would be an appropriate level.  

12% of respondents to the question indicated that they would need further information and 11% 
said that time was needed to model the impact of £8,000 level. 

11% suggested that the level should be set at £10,000, the same as for other high needs 
pupils. Many suggested that fluctuation and variation in numbers of pupils as well as the need 
for additional teachers would push up costs. 

 In Annex 5a paragraphs 42 to 46 we discussed the top-up funding for AP settings. For short-
term and part-time placements, we proposed that appropriate pro rata arrangements would be 
put in place for calculating top-up funding and that it would be sensible to calculate top-up 
funding for short-term placements on a termly or half-termly basis, while part-time placements 
could be calculated on a daily rate. For very short-term placements, for example those that 
lasted less than ten days in an academic year, we would envisage that AWPU would not be 
repaid by a commissioning mainstream school and that the commissioner would pay an 
appropriate level of top-up funding to reflect this. 

Question 9: Do you agree that it would be sensible to calculate pro rata top-up payments 
for short-term placements in AP on a termly or half-termly basis? 

There were 443 responses to this question 

Termly: 128 (29%)   Half Termly: 166 (37%)   Not Sure: 204 (45%) 

Again there was split in opinion on whether pro-rata top up payments should be made on a 
termly or a half-termly basis. 

A larger proportion of respondents agreed that half-termly calculations were preferable, which 
would allow greater flexibility and help support shorter term placements  

10% of respondents indicated that a termly calculation would minimise admin burdens.  

Question 10: Do you agree that it would be sensible to calculate pro rata top-up 
payments for part-time placements in AP on the basis of a daily rate? 

There were 447 responses to this question 

Yes: 289 (65%)   No: 55 (12%)   Not Sure: 103 (23%) 

A large majority of respondents agreed that top-up payments should be calculated on a pro 
rata basis, although 7% of respondents expressed concern about an increase in the 
administrative burden. 
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 In Annex 5a paragraphs 47 to 52 we discussed hospital education. Hospital schools occupy an 
important place in the education system and we need to think carefully about how hospital 
education is funded within the parameters of a new approach to high needs funding. Hospital 
education is not an area where commissioners plan education provision and where pupils and 
their families exercise choice about the institution in which they will be taught. In funding terms, 
our aim must be to ensure that high-quality education provision is available whenever a pupil 
has to spend time in hospital. 

Question 11: What are the ways in which hospital education could be funded that would 
enable hospital schools to continue to offer high-quality education provision to pupils 
who are admitted to hospital?  

There were 176 responses to this question 

21% of those that responded expressed the belief that funding for hospital education should be 
similar to other high needs pupils.  

A large proportion of those that responded suggested that there needed to be sufficient 
flexibility in the system to cope with rapidly changing pupil numbers and to reflect the diversity 
of need.   

 In Annex 5a paragraphs 53 to 56 we discussed the base level of funding for specialist 
providers. Under the place-plus approach there will be a simple process, with clear 
responsibilities and transparent information, for reviewing and, if appropriate, adjusting the 
allocation of base funding for specialist placements. The key components of this process are 
set out in the document.  

Question 12a: Do you agree with the proposed process for reviewing and adjusting the 
number of places for which specialist settings receive base funding? 

There were 434 responses to this question 

Yes: 221 (51%)   No:  95 (22%)   Not Sure: 118 (27%) 

A majority of respondents agreed with the proposal. 13% expressed the opinion that there 
should be an annual review. 

Question 12b: Are there any other ways in which this process could be managed in a 
way that is non-bureaucratic and takes account of local need and choice? 

There were 141 responses to this question 

17% of those that responded to this question suggested retaining the current arrangements 
while 19% favoured more of a partnership approach between providers. 

 
Early Education 

 In paragraphs 4.5.1 to 4.5.5 we discussed the 90% funding floor for three year olds. This floor 
guarantees that local authorities receive funding for the actual number of three year olds 
receiving free early education or an amount equivalent to an estimate of 90% of the population 
doing so, whichever is higher. The consultation outlined that, from 2014-15, the funding floor 
would be removed, and all local authorities funded on the basis of actual participation. The 
document also explained that 2013-14 would be managed as a transitional year, with a final 
year of support for local authorities to boost their take up rates. The consultation sought views 
on how this transitional protection in 2013-14 might operate.  
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Question 13: Do you have any views on the move to participation funding for three year 
olds, particularly on how transitional protection for 2013-14 might operate?  

There were 226 responses to this question 

24% agreed with the proposal to lower the floor in 2013-14. 14% would like to keep the 90% 
floor. 10% expressed the desire for a longer transition period. 

Beyond this, a range of views were expressed on the need to maintain the protection given to 
local authorities with low participation rates, to support LAs to continue to build capacity, and to 
lengthen the transition period before removing the floor.  

Conversely, the move to participation funding, following removal of the 90% floor, was 
supported by a number of respondents on equity grounds and because free early education for 
three year olds was fully embedded. There was also a view that the removal of the floor would 
encourage local authorities to increase participation rates 

 In paragraphs 4.6.1. to 4.6.3 we discussed free early education provision in academies. A 
small number of Academies with early years provision which existed prior to September 2010 
continued to be funded by the Young People’s Learning Agency (YPLA) (now Education 
Funding Agency) through replication. We believe there is a strong case to be made for bringing 
together free early education funding for three and four year olds for all providers. This would 
mean that wherever a child accesses their free early education they would be funded and paid 
by local authorities through the EYSFF. This would further support simplicity and transparency 
in funding for free early education.  

 
Question 14: Do you have any views on whether free early education in all Academies 
should be funded directly by local authorities? 

There were 285 responses to this question 

79% of respondents expressed the opinion that all free early education should be funded 
through the local authority, many suggesting that this would aid consistency and transparency 
across all free early education providers. Others noted that Academies have withdrawn from 
local authority funding and should therefore be funded differently. 
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Introduction 

 
1. This guidance is to assist local authorities and their schools forums in 
planning the local implementation of the reformed funding system for 2013-14. 
It covers all aspects of the Dedicated Schools Grant (DSG), including funding 
for High Needs Pupils/Students up to the age of 25, and replaces the 
guidance issued in March, taking into account changes in the June 
announcement and adding more detail where necessary, for example on 
SEN. It includes more information to allow work to continue quickly on 
modelling and consultation so that we can collectively achieve the benefits of 
issuing earlier budgets. 
 
2. We will be consulting shortly on the revised finance regulations which 
give effect to the decisions set out in the March and June announcements. 
We hope to issue the consultation before mid-July and it will run through until 
after mid-September.  
 
3. In determining how much to allocate through the formula, authorities 
will need to make strategic decisions on how funding is distributed between 
the schools, high needs and early years blocks, taking into account 
demographic and other pressures. We will be allocating the DSG between 
these three notional, unringfenced blocks based on 2012-13 budgets, but 
authorities are free to move funding between the blocks provided that they 
comply with requirements on the Minimum Funding Guarantee (MFG) and 
central expenditure.  
 
Creating the new, simpler pre 16 schools funding formula 
 
4. Authorities need to decide what factors they wish to include in the new 
simplified primary and secondary formula from 2013-14 (the arrangements for 
high needs, including special schools, both pre-16 and 16-24, will be very 
different and are covered at paragraphs 45 to 74. Arrangements for early 
years are mentioned in paragraphs 75 to 79). A useful first step may be to 
identify all factors in their current formula which are not compliant with 
those allowed under the new system. They will need to determine how to 
allocate all funding through factors which are allowable and plan the 
balance between those factors. They should keep a clear record of how any 
changes have been made, showing any movement within the total Individual 
Schools Budget (ISB) between factors and phases. There must be open and 
transparent consultation on the proposals with all maintained schools and 
Academies. The consultation should show the effect for each school and 
recoupment Academy of moving from the existing formula to the new formula, 
including the effect of protection. This may not be possible for non-
recoupment Academies and free schools, but these should nevertheless be 
consulted on the proposed formula itself.  
 
5. There are 12 allowable factors: 
 

a. a basic per-pupil entitlement – there will be a single unit for 
primary aged pupils and a single unit for each of Key Stage 3 
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and Key Stage 4; 

b. deprivation, measured by Free School Meals (FSM) and/or 
Income Deprivation Affecting Children Index (IDACI). There can 
be separate unit values for primary and secondary; 

c. looked after children; 

d. prior attainment as a proxy measure for SEN (notional SEN 
budgets can still also include funding allocated through other 
factors such as pupil numbers and deprivation; see paragraph 
48); 

e. English as an additional language, for a maximum of 3 years 
after the pupil enters the statutory age school system. There can 
be separate unit values for primary and secondary; 

f. pupil mobility; 

g. a standard lump sum for each school, with an upper limit of 
£200,000; 

h. split sites – the allocations must be based on objective criteria, 
both for the definition of a split site and for how much is 
allocated. Where existing factors have been used for some 
years and the rationale is unclear, these should be reviewed; 

i. rates, which must be at actual cost; 

j. private finance initiative (PFI) contracts; 

k. for the 5 local authorities1 who have some but not all of their 
schools within the London fringe area, an uplift to enable higher 
teacher pay scales in those schools to be reflected; and 

l. a per-pupil factor which continues funding for post-16 pupils up 
to the level that the authority provided in 2012-13, either through 
directly allocating per pupil funding, or indirectly through 
premises and other factors.  

 
6. The following paragraphs provide more detail about the factors. 
 
7. Deprivation – We have identified Free School Meal eligibility and 
IDACI (with the option for banding) as the two deprivation indicators. This data 
will be taken from the October School Census at pupil level and aggregated to 
school level. We have provided the data separately for primary and secondary 
pupils.  
 
8. Looked After Children – This will use data collected from the March 
SSDA903 and mapped to schools using the January School Census and will 

                                            
1
 The 5 local authorities are Buckinghamshire, Essex, Hertfordshire, Kent and West Sussex 
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enable local authorities and the Education Funding Agency (EFA) to identify 
the number of looked after children in each school/academy.  
 
9. Low cost, high incidence SEN – We have agreed that local 
authorities can use Early Years Foundation Stage Profile (EYFSP) and Key 
Stage 2 results as a proxy for low cost SEN. The measure will apply to all 
pupils in the school with a valid result: 
 

a. for primary schools, local authorities will be able to choose 
between two EYFSP scores. Funding can be targeted to either 
all pupils who achieved fewer than 78 points; or all pupils who 
achieved fewer than 73 points on the EYFSP; and 

 
b. for secondary schools, funding can be targeted at all pupils who 

achieved a Level 3 or below in both English and mathematics at 
KS2. 

 
10. English as an Additional Language – This will be calculated using 
the National Pupil Database (NPD). We have provided data for pupils who 
have been in the system for up to 1 year, 2 years or 3 years, and have 
separated the data into primary and secondary pupils.  
 
11. Mobility – This has been calculated using the school start date for 
each pupil from the October School Census. It will include pupils who started 
in the last three academic years, but did not start in August or September (or 
January for Year 1). We will provide this data separately for primary and 
secondary age pupils so that a separate unit value can be applied to each 
phase. 
 
12. The Department provided school-level data for each of these pupil-led 
factors to local authorities in April. We are currently updating this data to 
reflect the changes in the June document and will be making this available 
shortly. This data will be made available via the ‘Key to Success’ portal.  
 
13. Please note that the data provided in these datasets is based, where 
applicable, on the October 2011 census. We are still considering how to 
update this data to reflect School Census data obtained after October 2011. 
Further details will be available shortly.  
 
14. The main changes to the data from the April data are detailed below: 
 

a. Deprivation – To reflect the concerns we have received from 
local authorities that the IDACI bands were not responsive to 
local authorities with higher levels of deprivation we have 
introduced a 6th band. The IDACI bands have now been set as 
follows:  
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Band 

IDACI score 

lower limit 

IDACI score 

upper limit 

1 0.2 0.25 

2 0.25 0.3 

3 0.3 0.4 

4 0.4 0.5 

5 0.5 0.6 

6 0.6 1.0 

 
Please note that local authorities will still be able to set the unit 
value, and that this can vary between primary and secondary 
phases. 

 
b. Low Cost, High Incidence SEN – The measure will now cover 

all pupils in the school who have a valid test result.  
 

c. Low Cost, High Incidence SEN – The threshold for KS2 is 
unchanged, but we have introduced a second threshold for 
EYFSP (ref section above). 

 
d. English as an Additional Language – The data will now be 

provided so that a separate unit value can be applied to primary 
and secondary phases.  

 
e. English as an Additional Language – The data has been re-

baselined so that time spent in N1 or N2 will not count. The 
indicator will identify pupils in Y1 to Y6 for primary schools, so 
that schools with pupils who defer entry into Reception will not 
be penalised, and Y7 to Yr 11 for secondary schools. 

 
f. Mobility – This is a new indicator that was not included in the 

April dataset. Please see paragraph 11 for detail. 
 

g. Uplift –  We will provide local authorities with Reception uplift 
data that will be applied to adjust the schools block funding. This 
data is calculated using the net difference in numbers on roll in 
Reception between the October 2010 and January 2011 census. 
Local authorities will have the choice to either apply the uplift to 
all of their schools or to none of their schools. If local authorities 
decide not to apply the uplift, the additional money received 
through the schools block adjustment must be included in the 
formula and distributed through other factors.  

 
15. Please note that data the Department provides in these datasets must 
be used when setting local authority formulae. This will ensure that schools 
and Academies are funded on the same basis. The formula will be reported 
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on a proforma submitted to EFA; further information on this is in paragraphs 
90 to 92. The EFA will calculate Academy budgets based on the formula set 
out in the proforma. 
 
16. Many authorities have found the modelling tool useful and a new 
version (2.0) will be issued shortly, along with the updated technical guidance. 
The tool and guidance will be available here: 
http://www.education.gov.uk/schools/adminandfinance/financialmanagement/
schoolsrevenuefunding/a00208537/local-authority-formula-tool  
 
17. Authorities are able to request additional factors for exceptional 
circumstances connected with premises (see paragraph 23), but the scope of 
this will be very restricted. The first opportunity to do so closes at the end of 
June. We will then issue guidance on what factors have or have not been 
approved, and there will then be a subsequent opportunity to request 
additional factors running from July to September. Authorities are not obliged 
to request additional factors.  
 
18. It is a requirement under the current system for local authorities to have 
formula factors for new, reorganised and closing schools. In the reformed 
system, such additional funding will not form part of the formula because 
these situations are infrequent and best calculated on a case-by-case basis. 
Instead, funding can be held within contingencies for maintained schools and 
would therefore need to be approved by the maintained school members of 
the forum.   
 
New delegation 
 
19. Several budget items which can currently be retained centrally will 
have to be delegated through the formula from 2013-14. For each of these, 
authorities will need to identify how funding will be delegated through 
allowable factors. To ensure that an accurate baseline for the MFG can be 
calculated, the total of additional delegation and how it is to be 
distributed (for example, £50 per pupil plus £100 for each FSM pupil) will 
need to be clearly identified.   
 
20. The section 251 budget lines that will now have to form part of the 
school formula if they are currently funded centrally are: 
 

a. funding threshold and performance pay; 

b. 14-16 practical learning options; 

c. school meals (primary/special; secondary is already delegated);  

d. support for schools in financial difficulties; 

e. allocation of contingencies; 

f. administration of free school meals eligibility; 

http://www.education.gov.uk/schools/adminandfinance/financialmanagement/schoolsrevenuefunding/a00208537/local-authority-formula-tool
http://www.education.gov.uk/schools/adminandfinance/financialmanagement/schoolsrevenuefunding/a00208537/local-authority-formula-tool
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g. insurance; 

h. licences/subscriptions; 

i. staff costs – supply cover (long-term sickness, maternity, trade 
union and public duties);  

j. support for minority ethnic pupils or underachieving groups; 

k. behaviour support services; and 

l. library and museum services. 
 
21. Some of these budgets could subsequently be retained centrally on 
behalf of maintained schools if they so choose, but must initially be in the 
formula calculation. They will form part of Academies’ delegated budgets from 
the outset and so there will be no need for a schools budget Local Authority 
Central Spend Equivalent Grant (LACSEG) calculation.   
 
22. Authorities in conjunction with their schools forums will need to decide 
for themselves whether or not to undertake a full review of their formula or 
just review those factors which will not be allowed in the new system 
(paragraph 5) and those central budgets which must be added to the formula 
(paragraph 20). We are aware that a number of authorities have recently 
developed “needs-led” or “activity-led formulae” and may only want to take an 
incremental approach to this. A more fundamental review may however be 
more appropriate where: 
 

a. there have been no significant changes to the formula for a 
number of years; 
 

b. allocations are still being made on the basis of how grants were 
distributed historically; 
 

c. a large proportion of the budget is allocated through factors 
which will no longer be allowable; and 
 

d. a large amount of expenditure on central budgets must now be 
included in the formula. 

 
Requesting exceptional factors 
 
23. As noted in paragraph 17, there is a process by which authorities can 
request the inclusion of additional factors in their formula for exceptional 
circumstances. The regulations will restrict the additional factors which may 
be approved: we are intending that they will only apply to cases where the 
nature of the school premises gives rise to a significant additional cost greater 
than 1% of the school’s total budget, and where such costs affect fewer than 
5% of the schools in the authority (including Academies). 
 
24. On this basis, Authorities will need to decide whether there are any 
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exceptional formula factors where they would wish to put a case to the 
EFA. If other cost pressures emerge, then we would expect this to be dealt 
with in the short term through the MFG or the usual arrangements authorities 
have with their schools – such as internal loan schemes. Academies in 
financial difficulty would continue to contact the EFA.  
 
Pupil-led funding  
  
25. We are not, at this stage, going to prescribe that there should be a 
minimum percentage to be allocated through age-weighted funding or a 
minimum percentage to be allocated through all pupil-led factors. But, as this 
may change in future, authorities should calculate the proportions of the 
formula allocated through age-weighted funding and all pupil-led 
factors. When the proformas have been submitted, the EFA will inform 
authorities if they are at the lower end of these percentages. We cannot say at 
this stage what constraints might be set in future as we will first need to 
review the 2013-14 data. 
 
Primary/secondary ratio 
 
26. We are not, at this stage, prescribing constraints on the 
primary/secondary ratio, but authorities should be aware of where they are 
within the range in case the ratio is limited from 2014-15. Authorities will 
therefore need to calculate the primary/secondary ratio, using the total 
budgets for all maintained schools and Academies divided by the total 
number of pupils in each phase.  We would expect middle school budgets 
to be apportioned between the phases. When the proformas have been 
submitted, the EFA will inform authorities if they are at the extreme ends of 
the range of the ratio. We cannot say at this stage what constraints might be 
set in future as we will first need to review the 2013-14 data. 
 
Modelling protections and limits to gains 
 
27. The pre-16 Minimum Funding Guarantee (MFG) will continue to be set 
at minus 1.5% per pupil in 2013-14 and 2014-15. We will, however, be 
substantially simplifying the calculation. We will only exclude factors from the 
MFG where not doing so would result in excessive protection or be 
inconsistent with other policies.  
 
28. This MFG applies to pupils in age ranges 5-16 and therefore excludes 
funding for early years children (see Early Years section below) and young 
people over 16. The only factors which will be automatically excluded from the 
MFG are: 
 

a. post-16 funding from the EFA; 
 

b. allocations from the High Needs Block, including those for 
named pupils with SEN and special units; 
 

c. the lump sum, calculated by deducting the 2013-14 figure from 
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the 2012-13 baseline (see example below); 
 

d. rates; and 
 

e. early years single funding formula allocation. 
 
29. All other funding will be in the MFG baseline and there will be no other 
adjustments as there are, at the moment, for non pupil-led funding (80% for 
primary schools, 87.5% for secondary schools) or small schools. Authorities 
need to model the new formula using the MFG of minus 1.5% per pupil, 
with the exceptions shown in this paragraph. 
 
30. Where a service was previously centrally funded and is being 
delegated to maintained schools in 2013-14, then this additional funding will 
need to be excluded from the MFG. This is so that the MFG is calculated on a 
like-for-like comparison, and that schools see the benefit of the additional 
funding. The adjustments do not need approval from the Secretary of State 
but will need to be shown and explained in the tables accompanying the 
proforma. Authorities need to ensure that new delegation is excluded 
from the MFG calculation in 2013-14. Adjustments should also be made 
where there are changes in levels of SEN delegation as a result of the 
introduction of the new system.  
 
31. In the case of Academies, the additional delegation will replace 
Schools Budget LACSEG. The EFA will calculate a baseline including 
Schools Budget LACSEG for Academies’ MFG. For the purposes of 
recoupment in 2013-14, authorities should exclude this new delegation when 
calculating the MFG recoupment Academies would have received as a 
maintained school.  
 
32. We are considering exceptional requests to disapply the MFG only if 
there is a significant change in a school’s circumstances or pupil numbers. As 
with exceptional factors, the initial opportunity for requests closes at the end 
of June. We will then issue guidance on what exclusions have or have not 
been approved, and there will then be a subsequent opportunity to request 
additional exclusions running from July to September.  
 
33. Exceptional requests to disapply the MFG would only be considered if 
there is a significant change in a school’s circumstances or pupil numbers for 
example, if there has been additional funding in a school’s 2012-13 formula 
budget for pupil number growth in the following academic year. In this case, 
the pupil numbers to whom the funding relates are not included in the count 
on which the MFG is based. The EFA will only consider applications where 
the inclusion of a factor in the MFG will lead to significant inappropriate 
levels of protection. Authorities should, therefore, provide detailed information 
on the financial effect of the request. We will not consider requests which 
seek to adjust historic protections. Authorities will need to consider 
whether to submit requests to disapply the MFG for specific factors or 
schools. 
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34. The example below shows how the MFG would work under the new 
arrangements. The school rightly receives protection because it has reduced 
funding under the formula change. If the baseline had been adjusted for the 
2012-13 lump sum, it would not have done so.  
 

  2012-13  2013-14 

  £000 £000 

1 Lump sum used in formula 250 100 

    

2 Formula budget 4000 3950 

    

3 Pupil numbers 1000 1000 

    

 Less exclusions:   

4 

 
Post-16 500 500 

5 

 
High Needs 300 300 

6 

 
Rates 100 100 

7 

 
Lump sum 100 100 

        
8 New delegation n/a 

                   
50 

    

9 Baseline (2-4-5-6-7) 3,000 n/a  
    

10 Baseline level of funding per pupil (9/3) 3.000 n/a  
    

11 Protected level of funding per pupil (10 less1.5%) 2.955 n/a 

    

12 2013-14 funding after exclusions (2-4-5-6-7-8)  2,900 

    

13 Guaranteed level of funding (3*11)  2,955 

    

14 MFG top-up (13-12)  55 
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35. As school budgets will, in future, be based on the October pupil count, 
the MFG will also need to reflect this date instead of the January count as at 
present. There will therefore need to be a rebasing of the school’s 2012-
13 budget so that this is divided by its October 2011 pupil numbers to 
form the baseline against which its 2013-14 budget is compared. The same 
approach should be used for the MFG.  
  
36. As there could be significant amounts of protection required in some 
areas as a result of the formula simplification, we will be allowing overall gains 
for individual schools to be capped as well as scaled back to make it easier to 
run the formula. At present, there can be transitional arrangements only for 
changes to individual factors rather than the whole formula. Authorities and 
their schools forums will therefore need, as part of their formula 
modelling, to determine whether and how to limit gains.     
 
Central services 
 
37. The table below sets out which services can be retained centrally, and 
what approval is required. The main change is that funding for significant pupil 
growth can be retained centrally before the formula is calculated, and that 
funding for additional classes needed as a consequence of infant class size 
regulations can be funded as part of this. The requirements are that: 
   

a. the growth fund can be used only for the purposes of supporting 
growth in pre-16 pupil numbers to meet basic need and to 
support additional classes needed to meet the infant class size 
regulation; 

b. the fund must be used on the same basis for the benefit of both 
maintained schools and recoupment Academies; 

c. any funds remaining at the end of the financial year must be 
added to the following year’s DSG and reallocated to maintained 
schools and Academies through the local formula; 

d. local authorities will be required to produce criteria on which any 
growth funding is to be allocated. These should provide a 
transparent and consistent basis (with differences permitted 
between phases) for the allocation of all growth funding. The 
criteria should both set out the circumstances in which a 
payment could be made and provide a basis for calculating the 
sum to be paid; and 

e. local authorities will need to propose the criteria to the Schools 
Forum and gain its agreement before growth funding is 
allocated. The local authority will also need to consult the 
Schools Forum on the total sum to be top-sliced from each 
phase and must regularly update the Schools Forum on the use 
of the funding. 
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. 

38. Authorities will need to seek approval from forums to retain central 
funding for services in lines (c) and (d) below. 

 

(a) Has to be delegated; 
cannot be de-delegated but 
schools can buy into service 
where relevant 

 Threshold and performance pay 

 14-16 practical learning options 

 Primary/special school meals 

 Extended services 

(b) Has to be allocated 
through formula but can be 
de-delegated for maintained 
schools (approval is by the 
relevant phase members of 
the schools forum) 

 Contingencies (including previous 
amounts for schools in financial difficulties)  

 Free school meals eligibility 

 Insurance 

 Licences/subscriptions 

 Staff costs – supply cover 

 Support for minority ethnic pupils and 
underachieving groups 

 Behaviour support services 

 Library and museum services 

(c) Can be centrally retained 
before allocating formula with 
agreement of schools forum 

 Funding for significant pre-16 pupil growth 
(any underspend has to be added to the 
following year’s formula allocations) 

 Equal pay back-pay 

 Places in independent schools for non-
SEN pupils 

(d) Can be centrally retained 
before allocating formula but 
no new commitments or 
increases in expenditure from 
2012-13 (schools forum 
approval is required to 
confirm the amounts on each 
line) 

 Admissions 

 Servicing of schools forum 

 Carbon reduction commitment 

 Capital expenditure funded from revenue 

 Contribution to combined budgets 
(including expenditure shown under 
miscellaneous if appropriate) 

 Schools budget centrally funded 
termination of employment costs 

 Schools budget funded prudential 
borrowing costs 

(e) Can be centrally retained 
by agreement of individual 
schools 

Schools can buy into any service with funding 
from their delegated budget; the service 
would then be provided by the authority on a 
buyback basis. This could provide additional 
income on top of what is centrally retained in  
boxes (c) and (d) above.  
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Optional de-delegation for maintained schools 
 
39. There are some services where maintained schools will be able to 
decide that some funding should be taken out of their pre-16 formula budgets 
before they receive them and moved to central funding. These are: 
 

a. contingencies (including support for schools in financial 
difficulties, new/closing/amalgamating schools, closing school 
deficits); 

b. administration of free school meals (FSM) eligibility; 

c. insurance; 

d. licences/subscriptions; 

e. staff costs – supply cover (long-term sickness, maternity, trade 
union and public duties);  

f. support for minority ethnic pupils or underachieving groups; 

g. behaviour support services; and 

h. library and museum services. 
 
40. For each of these, it would be for the schools forum members in the 
relevant phase (primary or secondary) to decide whether that service should 
be retained centrally. The decision would apply to all maintained schools in 
that phase and would mean that the funding for these services was removed 
from the formula before school budgets were issued. There could be different 
decisions made for each phase. Authorities will, therefore, need to discuss 
with forum members representing maintained schools whether there are 
any services in paragraph 39 which the schools wish to be retained 
centrally. Academies would, of course, be free to buy back into local authority 
services, as is the case for maintained schools where funding remains 
delegated.  
 
41. For each service retained centrally, authorities will need to make a 
clear statement of how the funding is being taken out of the formula (for 
example – primary insurance £20 per pupil, secondary behaviour support 
services £30 per FSM pupil). There should be a clear statement of how 
contingencies and other resources will be allocated. Academies will continue 
to receive a share of funding for these services in their delegated budget.  
 
42. Where a school converts during the year, the authority can retain any 
de-delegated funding until the following September or April, whichever comes 
first. This will help services to plan their future operations. At that point, the 
Academy will receive the full formula allocation and this will be recouped.  
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43. Where there has been agreement that a school is entitled to a 
contingency allocation, that agreement should be honoured if it converts to an 
Academy at any point in the year. We may take such decisions into account in 
making recoupment adjustments.  
 
44. Special schools will not in future have delegated budgets on the same 
basis as primary and secondary schools.  They will get £10,000 per place pre-
16, plus top-up funding for each pupil they have, from the commissioner to 
make up the rest of their budget (for 16-24, the National Funding Formula plus 
£6000 will apply – see paragraph 60). The principle of the new system for 
high needs pupils is to make costs comparable between schools so that they 
don’t distort placements, so de-delegation is not consistent with this 
framework. Any existing central budgets can be transferred to the high needs 
block and form part of the top-up. The schools concerned can of course 
contribute to pooled arrangements or buy back a service out of their budgets. 
 
Pupils and students with high needs aged from birth to 25 
 
45. The documents on school funding reform published in March and June 
set out a new approach to funding provision for pupils and students with high 
needs. Pupils and students with high needs include pupils aged from birth to 
19 with high-level SEN; pupils of compulsory school age in alternative 
provision (AP); and those aged 16-25 with high-level learning difficulties or 
disabilities (LDD). This new approach defines high needs pupils and students 
as those who require provision costing more than about.£10,000 per year in 
total. This threshold will distinguish between the needs that we expect will be 
met through mainstream funding and the point at which additional high needs 
funding is provided. There are, therefore, a number of key implementation 
tasks that local authorities will need to carry out in order to adapt current 
arrangements to this new threshold for high needs. 

46. In the section that follows, we explain these key implementation tasks.  
We distinguish between tasks that we consider to be essential and that local 
authorities must undertake before April 2013, and those tasks that local 
authorities may or that we recommend local authorities should undertake.  
The “may” and “should” tasks are those that will contribute towards the 
successful operation of the new arrangements, but could, if necessary, be 
developed after April 2013 and during the first year of this new approach. 

47. To summarise, there are three key implementation tasks that local 
authorities must undertake before April 2013: 

a. mainstream pre-16 formula funding (by October 2012) – in 
constructing their new funding formula for pre-16 provision in 
schools and Academies, local authorities must decide on the 
level up to which mainstream schools and Academies will 
contribute to the needs of high needs pupils. Our strong 
recommendation is £6,000 of additional education support per 
high needs pupil or student. This will need to be reflected in the 
setting of the notional SEN budget for mainstream schools, and 
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discussions around the development of a local offer;  

b. places in specialist SEN and AP settings (by September 
2012) – local authorities must confirm with the EFA the number 
of places in specialist SEN, AP and hospital education settings 
that will be funded in 2013-142; 

c. reworking providers’ budgets as place-plus so as to set 
top-up rates for 2013-14 (by April 2013) – local authorities 
must work with providers that they maintain or used to maintain 
to agree and confirm the rates of per-pupil top-up funding that 
will be used in 2013-14. 

Mainstream settings 

48. Under the new high needs funding arrangements, mainstream settings 
will be expected to contribute the first £6,000 of additional educational support 
for high needs pupils and students. This additional support is provision over 
and above the standard offer of teaching and learning for all pupils or students 
in a setting. Pre-16, schools and Academies will continue to receive a clearly-
identified notional SEN budget from which to make this contribution. Post-16 
settings will receive an allocation based on the number of high needs pupils or 
students in the last full academic year from which to make this contribution.  
Top-up funding above this level will be agreed between the commissioner and 
provider, and paid direct to the provider by the commissioning local authority. 

49. To implement these reforms, by October 2012, local authorities must: 

a. decide on the level up to which mainstream schools and 
Academies will contribute to the provision for pre-16 high 
needs pupils – our strong recommendation is £6,000 of 
additional education support per high needs pupil, although we 
recognise that some local authorities may need to phase in this 
arrangement;  

b. as part of the above, identify the notional SEN budget 
mainstream schools and Academies will receive for meeting 
high-incidence SEN and for contributing to the provision of pre-
16 high needs pupils3 – this is an important part of developing 
the mainstream funding formula; and 

c. define the financial contribution that mainstream providers 
will make for high needs pupils and students in terms of the 

                                            
2
 These settings include special schools, special Academies, special units and resourced 

provision in mainstream schools and mainstream Academies, maintained pupil referral units 
(PRUs) and other maintained AP, and AP Academies.  They also include any setting, 
including those listed, that offers hospital education provision. 
3
 An illustrative example of how local authorities could construct the notional SEN budget for 

schools and Academies can be found on the Department’s website.  
http://www.education.gov.uk/schools/adminandfinance/financialmanagement/schoolsrevenuef
unding/a00205567/school-funding-reform-and-arrangements-for-2013-14 

http://www.education.gov.uk/schools/adminandfinance/financialmanagement/schoolsrevenuefunding/a00205567/school-funding-reform-and-arrangements-for-2013-14
http://www.education.gov.uk/schools/adminandfinance/financialmanagement/schoolsrevenuefunding/a00205567/school-funding-reform-and-arrangements-for-2013-14
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provision that they will offer – this will be an important aspect 
of the preparation of the local offer of SEN provision, as set out 
in the Green Paper on SEN and disability, and will provide clarity 
to providers and transparency to parents.  Local authorities must 
work with schools, Academies and further education (FE) 
colleges to define this offer for high needs pupils and students 
aged from birth to 25. 

50. Where necessary, local authorities will be able to provide additional 
funding for mainstream schools or Academies where the number of their high 
needs pupils cannot be reflected adequately in their formula funding. As such, 
in addition to the tasks above, local authorities may also define the 
circumstances in which additional funding would be provided from the High 
Needs Block.  We suggest that this should be done on the basis of a set of 
agreed principles, and might be done on a formulaic basis. 

Specialist SEN, LDD and AP settings 

51. Under the new place-plus arrangements, specialist SEN and LDD 
settings will receive a base level of funding on the basis of an agreed number 
of places. Pre-16, this will be £10,000 per place. Post-16 specialist SEN and 
LDD settings will receive an allocation that is usually based on the number of 
high needs pupils or students in the last full academic year from which to 
make this contribution. AP settings will receive a base level of funding of 
£8,000 per place. Top-up funding above this level will be agreed between the 
commissioner and provider, and paid direct to the provider by the 
commissioner. 

52. To implement these reforms, local authorities must: 

a. by September 2012, confirm with the EFA the number of 
places in specialist SEN and AP settings that will be funded 
in 2013-14 – the EFA has begun the process of confirming this 
data with local authorities4; and 

b. by April 2013, work with providers that they maintain or used 
to maintain to agree and confirm the rates of per-pupil top-
up funding that will be used 2013-14 – this applies to 
maintained special schools and units / resourced provision, but 
local authorities should also assist special and mainstream 
Academies that they used to maintain. Further details about how 
to agree and confirm rates of top-up funding that will be used by 
commissioners and providers in 2013-14 and beyond is set out 
in the section below. 

53. For post-16 SEN and LDD provision, in July we will provide further 

                                            
4
 These settings include places in special schools, special Academies, special units and 

resourced provision in mainstream schools and mainstream Academies, maintained pupil 
referral units (PRUs) and other maintained AP, and AP Academies. The EFA already holds 
data on student placements in further education (FE) colleges and independent specialist 
providers (ISPs). 
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information about the national average per-student 16-19 national funding 
formula allocation. Local authorities will be able to use this to rework 
providers’ budgets for their post-16 high needs provision.  

54. An important additional step for AP settings is to put in place 
arrangements for pupil referral units (PRUs) to have delegated budgets by 
April 2013. 

55. We know that there are aspects of local authorities’ high needs 
provision that is not arranged in the form of places, for example out-of-school 
support services. In these instances, local authorities may fund this provision 
from their High Needs Block as a separate arrangement. 

Top-up funding  

56. Above the levels specified above, additional funding will be provided in 
the form of top-up funding by the commissioner responsible for the pupil or 
student. Top-up funding will be provided on a per-pupil or per-student basis, 
based on the assessed needs of the pupil or student, and agreed between the 
commissioner and provider. Top-up funding will flow directly between the 
commissioner and provider: there will be no need for inter-authority 
recoupment. It will be paid in or close to the real-time movement of the pupil 
or student, and we intend to set conditions-of-grant to ensure that this will 
happen. 

57. The way top-up funding is set and agreed is a matter for local 
determination. Local authorities will need to work with providers to develop 
suitable arrangements. Top-up funding must be provided in a way that reflects 
a pupil’s or student’s needs and the cost of the provision they receive in the 
setting in which they are placed. It is unlikely that a standard approach that 
did not take account of the different costs of provision in different settings 
would do this adequately. 

58. To implement these reforms, by April 2013, local authorities must 
recalculate the budgets of the specialist SEN and AP settings that they 
maintain or used to maintain as base funding and top-up funding. Local 
authorities must also work with further education (FE) colleges and 
independent specialist providers (ISPs) where they have high need students 
to confirm rates of top-up funding for academic year (AY) 2013/14. 

59. The simplest way of calculating rates of top-up funding for specialist 
SEN and AP settings is as set out below: 

a. re-calculate a provider’s budget as base and top-up funding: 

i) calculate the total budget of the provider (e.g. £1.5m); 

ii) divide the total budget by the number of places (e.g.) 100 
to derive a “place value” (e.g. £15,000); and 

iii) subtract the relevant base level of funding (e.g. £10,000 
for pre-16 SEN) to derive the top-up rate (£5,000) or rates 
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(if the provider is funded at a number of different 
specialisms or categories of need that attract different 
funding tariffs)5. 

b. agree with the provider that this rate or these rates (if more than 
one tariff has been used previously) will be used as the rates of 
top-up funding when placing pupils in 2013-14; and 

c. recommend to other commissioners using that provider that 
these rates should be used when paying top-up funding when 
placing pupils in 2013-14. 

60. To confirm rates of top-up funding for post-16 specialist SEN and LDD 
providers, local authorities should subtract the appropriate level of base 
funding from the existing per-student or per-place tariff. The appropriate level 
of base funding will be the per-student allocation from the 16-19 national 
funding formula plus £6,000 per high needs student. Local authorities should 
subtract this figure from the total cost of the tariff to derive the top-up funding 
that should be paid in AY 2013/14. As we have said above, in July we will 
publish the national average per-student allocation from the 16-19 national 
funding formula that local authorities can be used to confirm top-up rates for 
AY 2013/14.  

61. In addition, local authorities may also: 

a. work with providers to develop effective, transparent banded 
funding frameworks that could be used to manage top-up 
funding in 2013-14 and/or thereafter – many local authorities 
operate banding frameworks at present, and may need to 
develop these to cover AP and post-16 high needs provision; 

b. work with other local authorities at a regional or supra-local 
authority level to develop a joint and consistent approach to 
managing top-up funding from providers who receive pupils from 
a number of local authorities;  

c. agree rates of top-up funding that take account of the fact that 
specialist settings may not be full at all times and to enable 
educating institutions to manage changes in pupil numbers from 
year to year; and 

d. in circumstances where a setting contains a specific form of 
specialist provision, such as a hydrotherapy pool, spread the 
cost of this provision across the rates of top-up funding that are 
set for all pupils placed in that setting. 

62. If local authorities are planning to reduce funding for specialist SEN 

                                            
5
 An illustrative example of the way in which a local authority might do this for a special school 

can be found in the FAQ document on the Department’s website. 
http://www.education.gov.uk/schools/adminandfinance/financialmanagement/schoolsrevenuef
unding/a00205567/school-funding-reform-and-arrangements-for-2013-14 

http://www.education.gov.uk/schools/adminandfinance/financialmanagement/schoolsrevenuefunding/a00205567/school-funding-reform-and-arrangements-for-2013-14
http://www.education.gov.uk/schools/adminandfinance/financialmanagement/schoolsrevenuefunding/a00205567/school-funding-reform-and-arrangements-for-2013-14


 19 

settings in 2013-14, local authorities must also apply the additional 
transitional protection announced in the March document6.  This additional 
form of transitional protection applies to the rates of per-pupil top-up funding 
provided by the maintaining or former maintaining authority for pupils it 
places. In other words, this is a pupil-level form of protection as opposed to a 
school-level form of protection. Furthermore, it does not apply to top-up 
funding for pupils placed by other local authorities: it will be up to the provider, 
with assistance from the maintaining authority, to explain the expected rates 
of top-up funding to these commissioners. 

63. In relation to pupils of any age who are part-way through a course of 
study, in calculating rates of top-up funding to be paid in 2013-14, local 
authorities must also honour existing financial commitments. Local authorities 
should not seek to renegotiate or significantly change funding levels for pupil 
or student placements other than in exceptional circumstances. These 
circumstances would include instances where the placement was not 
delivering the expected outcomes and progress for the young person.  

64. For mainstream settings, once local authorities have confirmed the 
level up to which providers will contribute, local authorities may need to adjust 
the amount of funding previously provided as individually-assigned resources.  
This will be the case where local authorities previously expected providers to 
contribute significantly more or less than £6,000 of additional education 
support. 

65. Local authorities should not attempt to block-purchase and reserve 
places in specialist SEN or AP settings by paying top-up funding in advance.  
This would perpetuate the potential perverse financial incentives that the 
introduction of place-plus aims to address, and could cause difficulties with 
procurement issues (see below). Instead, local authorities will pay top-up 
funding on a per-pupil or per-student basis in or close to the real-time 
movement of the pupil or student.   

66. Local authorities and mainstream schools / Academies are not required 
to comply with the Public Contracts Regulations 2006 when considering the 
placement of a high needs pupil. The requirement to carry out a full tender 
process in accordance with the Public Contracts Regulations only applies 
when a contract would be let, that contract is for “Part A” services, and the 
value of the contract would be more than the threshold of approximately 
£150,000. We would expect placements of high needs pupils to be reviewed, 
and therefore the placement of an individual pupil or student would not be 
seen as a contract worth a guaranteed amount of money over a specified 
period of time. In any event, education provision for high needs pupils and 
students would be defined as a “Part B” service. This means that those 
commissioning these services are not under a requirement to follow the 
regulations in full in any event. Provided that a commissioner can show that 

                                            
6
 See paragraph 1.5.9 of School funding reform: Next steps towards a fairer system.  This 

additional form of transitional protection applies to places in special schools, special 
Academies, and special units and resourced provision in mainstream schools and 
Academies.  
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the process of selecting a placement was conducted by means of a fair, open 
and transparent process, the commissioner’s decision to make a placement 
could not be challenged on the grounds that a full tender was not undertaken. 
Procuring a block of places in advance, not for specific pupils, would be a 
different matter.  

Hospital education 

67. From April 2013, new arrangements for funding hospital education for 
young people aged from birth to 19 will be put in place. These arrangements 
will also apply to provision for young people aged 16-18 in secure forensic 
psychiatric units. Under these arrangements, there will no longer be a need 
for inter-authority recoupment: budgets for hospital education providers will be 
passported to providers by the maintaining local authority (or the EFA where 
the provision is delivered in an Academy). 

68. By hospital education, we mean education provision offered to a pupil 
as a result of the pupil having been admitted to a medical facility as a result of 
their medical needs. In other words, provision where the admission and 
commissioning is health-led, rather than local authority- / education-led. 

69. We recognise that a number of institutions that offer hospital education 
provision also offer local authority-commissioned education provision. Some 
of this is more akin to AP or specialist SEN, and some is provided in the form 
of support services (e.g. an out-of-school support service). An important step 
in the implementation of the new high needs funding arrangements will be to 
distinguish hospital education places from AP and SEN places, so as to 
ensure those places can be funded in the most appropriate way. 

70. To implement these reforms, by September 2012, local authorities 
must: 

a. confirm with the EFA the number of places in hospital 
education settings that will be funded in 2013-14; and 

b. distinguish between, on the one hand, hospital education 
places and services and, on the other, AP and/or SEN 
places and services, in settings where these types of provision 
are offered under the same institutional banner. 

71. This will be part of the process for confirming places in SEN and AP 
settings with the EFA. 

Maintenance of the new high needs funding arrangements 

72. We stated in the March and June documents that there will be a simple 
process by which the number of funded places in specialist settings would be 
reviewed. This will be a national, annual process through which 
commissioners and providers will discuss allocations of funded places and 
notify any proposed adjustments to the EFA. This will also encourage 
planning on a supra-local authority level.   
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73. We believe it is vital that the new arrangements work in a simple and 
non-bureaucratic way in the interests of both providers and commissioners.  
We are working with the Local Government Association (LGA) on example 
contracts to be used by commissioners. We are also working with 
organisations such as the National Association of Independent Association of 
Independent and Non-Maintained Special Schools (NASS), who have 
experience of managing funding relationships with multiple local authority 
commissioners in order to draw on their expertise. 

74. Equally, the EFA and local authorities will require financial assurance 
over the use of both base and top-up funding in the various kinds of providers.  
We are working on arrangements to secure this assurance in an efficient way 
that minimises the impact on providers.  

Early Years 
 
75. We are not proposing major changes to the main elements of the Early 
Years Single Funding Formula (EYSFF). We will continue to allow different 
base rates for different types of provision and will continue to allow specific 
early years factors for quality, flexibility and sufficiency. There will continue to 
be a mandatory deprivation supplement in the EYSFF and we will continue to 
allow flexibility in the indicators used, except that we will require that it must 
be based on child level definitions of eligibility, rather than operating a 
supplement based on the characteristics at setting level. In line with the main 
formula, we will be constraining other factors, such as those relating to 
premises. The factors allowed in the main formula are also allowed in the 
early years formula but without prescribing the datasets that should be used. 
Authorities should therefore review their early years formula and 
remove factors which are no longer allowed. We will consider requests to 
retain other factors for the early years formula only if their removal causes 
significant problems.  
 
76. The Minimum Funding Guarantee (MFG) will apply to the early years 
formula for all providers for the first time, but only for the base rates. 
Authorities should, therefore, ensure that their proposed base rates per 
hour for 2013-14 do not fall by more than 1.5% compared to 2012-13. 
Where local authorities need to dis-apply the early years MFG, particularly in 
order to improve parity of funding across different provider types, then they 
may apply to the Department to do so. For primary schools with nursery 
classes, the MFG for their over 5s budget will be calculated entirely separately 
from their early years allocation, and waiting for the early years count in 
January must not hold up the calculation of the over 5s budget. Academies 
with nursery provision will receive their main formula budget from the EFA and 
their early years allocation from the authority, with the MFG applied to each.   
 
77. We announced in March 2011 that local authorities would be 
responsible for funding all Academies for their early years provision except for 
those established prior to September 2010. We are now extending this to 
these Academies as well, so that there is complete consistency across all 
early years providers. The change will take place from September 2013, as 
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these Academies will already have received their budgets for the 2012/13 
academic year. Authorities which have pre-September 2010 Academies 
with early years provision need, therefore, to establish relationships and 
administrative procedures with them.   
 
78. We announced in March 2012 that funding for early education for two 
year olds will transfer to the DSG from 2013-14. We believe this will enable 
effective local integration of free early education for two, three and four year 
olds. It will also give providers greater certainty to make the necessary 
expansion in high quality provision. The Department intends shortly through a 
separate consultation to seek views on how this funding could be allocated to 
authorities and whether it should be included in the early years single funding 
formula.  
 
Ensuring schools forums are properly constituted 
 
79. We are continuing the requirement in the schools forum regulations 
that maintained primary schools, maintained secondary schools and 
Academies should have broadly proportionate representation according to the 
pupil numbers in each category. We are concerned, however, that the 
composition of some schools forums has not changed quickly enough to 
reflect the increased number of Academies. We appreciate that members 
have been elected to terms of office of a particular length, and that it can be 
disruptive to be continually re-electing members. Nevertheless, it is imperative 
that the forums which consider the simplified 2013-14 formulae are properly 
representative. Authorities should, therefore, ensure that the composition 
of their schools forum is compliant with the requirements in the existing 
regulations on proportionality and reflects the pupil numbers expected 
to be in each category at 1 September 2012. Any required elections 
should take place before the end of the summer term. Forum membership 
should then continue to be reviewed to ensure that it meets the proportionality 
requirement. The frequency of review will vary according to the pace of 
conversion in each authority, but it should be at least annually.  
 
Changes to schools forums 
 
80. We set out previously that for 2013-14 that we will make some 
amendments to the Schools Forums Regulations. It is our intention that these 
should come into force by the beginning of October 2012 in time for the final 
forum discussions relating to the 2013-14 formula. We are currently consulting 
on the regulations and will clarify the final wording at the beginning of 
September. In terms of membership and participation, we will: 

 
a. remove the requirement to have a minimum of 15 people on a 

Forum; 
 

b. restrict other local authority attendees from participating in 
meetings unless they are a Lead Member, DCS or their 
representative, Chief Finance Officer or their representative or 
are providing specific financial or technical advice (including 
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presenting a paper to the Forum); and 
 

c. restrict the voting arrangements by allowing only schools and 
Academy members and the private, voluntary and independent 
(PVI) members to vote on the funding formulae; 

 
81. On the first of these, smaller authorities in particular may therefore 
wish to review the total size of their forum and decide whether to reduce 
the number of members below 15.  
 
82. The other two changes relate to participation in meetings and voting so  
authorities will need to review their forum procedures or standing 
orders to ensure consistency with the draft regulations. 
 
83. We have also said that we will give the EFA observer status at School 
Forum meetings to support the local process and to provide a national 
perspective if members thought it helpful or if there were any concerns about 
the running of the Forum. The EFA representative will have the right to 
participate in meetings.  
 
Transparency of schools forums 
 
84. We have also said that we need to ensure that forum meetings are 
more transparent. We know that many authorities run effective forums , but 
are aware that in some areas there is not such good practice and that schools 
have found it difficult to find out what is going to be, or has been, discussed. 
We will therefore amend the regulations to: 
 

a. require local authorities to publish Forum papers, minutes and 
decisions promptly in a public area of their websites; and 
 

b. require Forums to hold public meetings – as is the case with 
other Council Committees. 

 
85. Authorities should, therefore, take immediate steps to ensure that 
access to, and details of, meetings from now on are compliant with the 
new regulations. Any regular communications from the authority to 
schools should also draw attention to forthcoming schools forum 
meetings and agendas, and the minutes of forum discussions. 
 
86. It is also incumbent on each group of schools forum members – 
whether, for example, maintained primary school governors, Academy or 
early years PVI members, to ensure that they communicate with the people or 
organisations they represent at least before debating major issues and again 
afterwards. Authorities may be able to facilitate such communication, for 
example through early years networks or governor newsletters, where such 
channels do not currently exist. Authorities and schools forum members 
should consider whether communication within the groups represented 
can be improved. 
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87. We are consulting on whether Pupil Referral Units should be a 
separate group among schools members as they will have delegated budgets 
from April 2013. Authorities should, therefore, make plans to secure the 
election of such representatives if the proposal is agreed. Authorities may 
wish to have a high needs sub-group or reference group as many have 
previously done for early years.  
 
Consulting on the new pre-16 funding formula 
 
88. Regulations currently require only the schools forum to be consulted on 
the formula and yet all maintained schools have to be consulted on changes 
to the scheme for financing schools. We know that most authorities consult 
much more widely on formula changes. We believe that all maintained 
schools and Academies, including free schools, should be consulted on 
formula changes (and all early years providers as well in relation to the Early 
Years Single Funding Formula). Any consultation should include a 
demonstration of the effect of modelling such changes (including and 
excluding the MFG) on individual maintained schools, recoupment Academies 
and early years providers. Authorities should, therefore, ensure that they 
communicate proposed formula changes to all bodies affected by the 
changes.  
 
Completing the proforma 
 
89. Having agreed the formula, authorities should submit the proforma 
containing information about their simplified formula to the EFA no later 
than 31 October 2012. This will then be checked for compliance with the 
regulations and there may then need to be a further dialogue between 
authority and EFA.  Earlier submission of the proforma will of course allow this 
process to be completed sooner and enable the authority to continue with its 
preparations. The authority will need to send any changes to the EFA by 
18 January 2013 once the October pupil numbers are confirmed and the DSG 
settlement announced.  The only changes between the provisional and final 
versions should be for the unit values, not the factors used.  
 
90. The proforma will also contain a sheet for additional information 
including details of how split site and PFI allocations have been calculated, 
and the methods used for de-delegation or additional delegation of services. 
The proforma will also be linked to a table where the underpinning data for 
school level allocations will be entered. We will provide more detail of the 
content later in the summer and we intend to issue the tables to authorities in 
early September.  
 
91. As these deadlines are critical to achieving the advantages of issuing 
earlier budgets, authorities must ensure that they have built in the 
relevant political approval into their planning. We appreciate that formulae 
often have to be approved by the authority’s Cabinet or lead member, so it is 
important that the forward plan takes account of this. To speed up the 
approval process in January once the DSG and pupil numbers are known, it 
would make sense for authorities to obtain earlier approval (in the 



 25 

autumn) for the principles they will use to balance the budget if pupil 
numbers turn out differently to the estimates they used. Examples could 
include scaling back AWPUs across all Key Stages or carrying forward any 
shortfall on DSG to the following financial year. 
 
DSG allocations – checking the baselines 
 
92. We will use the information from the 2012-13 section 251 statements, 
to issue to each authority in July what we believe is their baseline for each of 
the notional blocks. Authorities should at that point check their figures 
and there will be opportunity for a dialogue with the EFA if they disagree 
with them.  If, during this checking you identify errors in your section 
251 return, please contact the financial monitoring team who will unlock 
the s251 workbook 
 
93. As noted in School funding reform: Next steps towards a fairer system, 
we will be separating the DSG into three notional unringfenced blocks in order 
to speed up the process of calculating budgets. The notional blocks for high 
needs and early years will be based on the authority’s section 251 statement 
for 2012-13, with the balance, together with recoupment Academy budgets, 
forming the schools block and totalling back to the final DSG allocation for the 
year.  We will also be adding in some post-16 high needs funding currently 
held by the EFA. 
 
94. The starting 2012-13 baselines will be calculated from the following 
section 251 lines in the LA table and columns in the schools table: 
 
 High Needs Block 

  
a. delegated budgets of special schools;  

b. centrally funded provision for individual pupils;  

c. SEN support services;  

d. support for inclusion;  

e. independent special school fees;  

f. pupil referral units;  

g. education out of school;  

h. delegated allocations relating to individual pupils – Individually 
Assigned Resources; 

i. delegated allocations relating to special units and specially 
resourced provision in mainstream schools; 

j. SEN transport (where charged to the schools budget); 
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k. other central budgets relating to special schools; 

l. any remaining Post-16 SEN block grant after removal of element 
1 and 2 (the top up element only);  

m. adjustments will be made for base funding of high needs places 
in provision not maintained by the authority, but to which it 
sends pupils; 

n. additions will be made for spend on high needs students aged 
16-25 in further education above element 1 and 2 (FE) providers 
and independent specialist providers (ISPs) held by the EFA 
(the top-up element only). 

 
Early Years Block  
 
a. provision for three and four year olds in delegated budgets – the 

total in the Early Years Single Funding Formula; 

b. early years contingency;  

c. central expenditure on under 5s;  

d. may exclude High Needs Pupil funding where this has been 
shown in the above lines. 

 
95. Where expenditure is on a high needs row and in the early years 
column, we will classify that expenditure as high needs. This need not affect 
the way in which provision is delivered or funded, as authorities will continue 
to have substantial flexibility within both high needs and early years funding.   
 
96. We will also be carrying out a separate data collection for the number 
of funded places in special schools and units, and in alternative provision. 
This information will be used to calculate the base element within the notional 
high needs block. We will provide further guidance on this in due course.  
Authorities should therefore prepare to calculate the number of funded 
places in high needs provision (see also paragraph 52). The data used 
for 16-18 and 19-24 allocations will be sourced from the school census, 
the EFAs LLDD ISP placement database and the ILR. 
 
97. The timetable for the data checking and calculation of the blocks is 
shown below: 
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Date 
DfE/Education 
Funding Agency 
(EFA) Local Authorities  

July 2012 

High Needs Pupils and 
Places:                                          
(a) EFA issues data to 
LAs on 2012-13 High 
Needs Pupils for 
checking.                                                                              
(b) EFA requests from 
LAs details of High 
Needs places in 
institutions   

Return to EFA  

July 2012 

DSG Block Baselines:                                                                                        
EFA issues to LAs their 
2012-13 DSG baseline 
split into the new notional 
blocks. LAs to respond to EFA 

July-August 2012 EFA and LAs discuss the HNP data and the baselines 

September 2012 
EFA confirms to LAs their 
2012-13 DSG Block 
baselines   

4 October 2012 School Census Day 

October/November 
2012 

DfE and LAs check and validate School Census 

31 October 2012   

Local Authorities submit 
provisional 2013-14 school 
budget proforma to EFA by 31 
October 2012 

28 November 2012 
School Census data base 
closed   

10 December 

EFA confirms pupil 
numbers to be used for 
Schools Block and Early 
Years Block. DfE 
provides updated 
datasets for pupil 
characteristics. 

LAs can estimate their 2013-14 
DSG. 

December 2012 

DfE confirms DSG 
allocations for 2013-14 
(prior to academy 
recoupment)    
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18 January 2013   

Local authorities submit final 
school budget pro-formas, and 
underlying data, to EFA by 18 
January  

February/March 
2013 

EFA confirms academies 
budgets by 31 March 
2013 

Local authorities confirm 
budgets for their maintained 
schools by 31 March 2013 

April 2013 

First DSG payments to 
LAs based on final 2013-
14 allocations, net of 
academies recoupment. 
DSG allocations updated 
termly for in year 
academy conversions.   

June 2013 

Early Years Block 
updated for January 2013 
Early Years pupil 
numbers   

April 2014 

Early Years Block 
updated for January 2014 
Early Years pupil 
numbers (pro rata 
7/12ths as this only 
covers Sept 2013-March 
2014).   

 
In-year adjustments 
 
98. Some formula factors (for example, rates and PFI) may be based on 
actual cost and these costs can change after budgets have been determined. 
In these situations, the adjustments relating to that year would be made 
retrospectively to the following year’s budget rather than changing the 
budgets once they were issued. Authorities would need to notify the EFA of 
any changes relating to Academies so that they can apply similar 
adjustments. For rates, authorities can if they wish announce that rates will be 
funded on actuals and handle payments for maintained schools centrally 
where they have done so previously; the adjustment would then be carried 
forward to the following year’s DSG.  
 
99. Where a local authority makes additional funding available to its 
schools during the course of the year – for example, to settle equal pay 
liabilities – it must notify the EFA of the method it has used to allocate the 
additional funding within the regulations. Academy recoupment calculations 
may need to be updated accordingly.  
 
Support for implementation 
 
100. As this represents a significant change to the local operation of school 
funding, we are aware that we need to provide support to authorities as they 
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move to implementation. We are interested in seeing local authority proposals 
as they are developed and are happy to offer advice through the process.   
 
101. Questions about the detail and practical implications of implementation 
should continue to be sent to: 
 
reform.schoolfunding@education.gsi.gov.uk 
 
102. We think the regional meetings of local authority finance officers are a 
valuable opportunity to continue to discuss practical issues and share best 
practice. We will ensure that officials continue to attend these meetings. 
Please make every effort to attend these meetings. 
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