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Subject: 
Changes to Education Finance
RECOMMENDATIONS: 



Members are requested to: - Consider the implications on school funding of these changes and advise on any further criteria for the use of “headroom”. 

EXECUTIVE SUMMARY: 

This report details the changes to education funding, which will be implemented from April 2004. 

BACKGROUND DOCUMENTS: 

Various guidance letters from the DfES and RSG announcement 


CONTACT OFFICER:
 Robert McIntyre


WARD(S) TO WHICH REPORT RELATES: 
All

KEY COUNCIL POLICIES: 



DETAILS: 
Continued overleaf
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REPORT DETAIL
1.
INTRODUCTION 
1.1 On the 29th October the Secretary of State made an announcement concerning the changes to the funding of schools for 2004-05. These proposals will have a fundamental impact on the funding formula for schools and the Schools Forum will need to advise the LEA on the distribution of resources in excess of the per pupil guarantee. The Rate Support Grant (RSG) announcement on 19th November has provided indicative budget figures enabling the LEA to make an initial assessment of the financial consequences of these changes.
1.2 The provisional increase in the Education Formula Spending Share (EFSS) for 2004-05 is £5.463 million of which £5.043 million is allocated to the schools block. In total the EFSS has increased by 4.8% with an increase in the schools block of 5%. The level of funding increase for the LEA centrally retained functions has increased by 2.6%.
1.3 The Secretary of State has notified LEAs that within the schools’ sub block the rate of increase in the non-delegated items will be capped to the level of increase in the delegated schools budget. Where LEAs wish to increase the level of non-delegated items at a faster rate than delegated budgets they are required to apply to the Secretary of State for permission by 13th February 2004.
1.4 The Secretary of State has also announced that LEAs must notify the DFES by the end of December with a provisional schools budget. 
2.
 PER PUPIL GUARANTEE 
2.1 
The Secretary of State has announced that in order to restore stability into the system 
of school funding he is introducing a minimum percentage increase per pupil that 
all 
schools will receive in their budgets for 2004-05. This does not mean that all 
schools will see their budgets increase by the same percentage amount or the same 
amount per pupil. The differences in funding per pupil that currently exist will be 
perpetuated by this guarantee. The guarantee of a 4% per pupil increase will work as 
follows:
· Schools with static pupil numbers will receive an increase in their adjusted budget of 4%
· Schools with declining pupil numbers will lose funding from their pupil led elements at the appropriate rate but see their non pupil elements increase by 4%. These schools will receive a per pupil increase in excess of 4%
· Schools with increasing pupil numbers will receive an additional 4% for their non-pupil elements of their budgets and an abated 4% increase for the pupil element to take account of marginal costs. These schools will see their per pupil funding rise by less than 4% but are guaranteed a minimum of increase of 3.4% 
· Special schools will receive a 4% increase in the cash value of their funded places.
NB this guarantee is on the adjusted budget this excludes National Non-Domestic Rates (NNDR), Special Educational Needs (SEN) for named children, prior year adjustments and School Standards Grant. This list of exclusions could in theory still be amended, but in practice seems fixed in government thinking.
2.2 
The application of this guarantee takes precedence over the workings of the local 
funding formula for schools. LEA’s will up-rate their funding formula for inflationary 
changes etc and calculate the budget share for each school. Subsequently the LEA will 
determine those schools were the increase in funding is below the minimum guarantee 
and these schools shall receive additional resources to take them to the guarantee 
level. The Secretary of State has made it clear that the minimum guarantee takes 
precedence over any changes to the schools formula LEAs would like to implement 
over the next two years.
2.3 
The guarantee will operate for a two-year period although the level has not been fixed 
for 2005-06. In reaching the level of the guarantee for 2004-05 the government has 
assumed that schools will be facing inflationary pressures of 3.4% (this includes an 
estimate of 2.5% for teachers pay award).
3.
HEADROOM 
3.1 The Department for Education and Skills (DfES) have stated that the local 
government settlement will provide a 5% minimum level of increase in per pupil 
funding and that this should allow LEA’s to meet the guarantee level without the need 
to top slice money from schools with increases above the guarantee. Once the 
minimum guarantee has been implemented the Secretary of State expects LEAs to 
target the additional monies at “those schools 
facing financial difficulties regardless 
of the circumstances”. The DfES expects that 
the Headroom will be used to support 
schools with substantial deficits or schools that are facing financial pressures that are 
abnormal. It is up to LEAs in consultation with their Schools Forum to determine the 
criteria for the use of this Headroom. This consultation process is currently being 
undertaken and a report will follow to cabinet for their approval prior to the new 
financial year.
3.2 The DfES anticipates that by using the Headroom in this manner that the majority of 
schools will be restored to financial health over the next two years. 
3.3 The exact value of the Headroom available to the City Council will not be finalised 
until sometime in February following the January pupil number count (which is used 
to determine the level of school funding). At this stage it is anticipated that the 
Headroom would be approximately £1million, whilst this is a substantial sum it is 
estimated that school deficits could total in excess of £2 million at 31st March 2004. 

4. 
CHANGES TO STANDARDS FUND 2004-2005  

4.1 
The government have announced that there will be an overall cash increase of 4% in 
standards fund and that a number of grants: - 

· 202a Special Educational Support

· 206a Study support

· 206b Study support (excellence in cities)

· 508a School Support Staff

· 508b School Support Staff (training)

· 301 Literacy and Numeracy strategies

· 302b and c Key stage 3 strategy

· 302e Key Stage 3 Behaviour Strategy

are to be amalgamated into a new single grant called the School Development Grant. The effect (of this amalgamation) in Salford is an increase of £222,854 (7.4%). Within this overall increase the cash allocations to schools will increase by 4% and the centrally retained proportion of this grant will be restricted to the cash value of the centrally retained proportions in 2003-04. Any grant remaining after meeting the above should be devolved to schools on a fair and transparent basis after consultation with the Schools Forum.


4.2 
The School Development Grant has been created to help schools focus on 



improvements
in teaching and learning. It is anticipated by government that the 


creation of a single grant, which allows schools to the freedom to spend as they wish 

(providing they deliver the outcomes for which the grant is given), will be welcomed 

by schools. At this stage the DfES are indicating that schools will not be subject to 


any audit or accountancy requirements beyond those appropriate for their delegated 

budgets.


4.3 
The overall increase in Standards Fund will require that additional match funding is 

identified within the schools block. It is estimated that there will be a requirement for 

an additional £130,000 match funding in 2004-05. In order to maximise the grant 


allocations it is recommended that this match funding increase should be a priority 


within the schools block once the Per Pupil Guarantee has been achieved

5.
RECOMMENDATIONS 

5.1
Members of the Scrutiny Committee are requested to consider the implications of this 
report for schools budgets and advise on the methodology for the targeting of 
headroom at schools in financial difficulties.
