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Reason for Decision 
 
Following the Government announcement about School Funding for 2018-19 and 
2019-20 it is necessary to consider options and a agree a recommended approach 
as to how the funding to Schools and Academies should be distributed for 2018-19. 
 

     
Executive Summary 
 
This report provides a breakdown of the Dedicated Schools Grant (DSG) for 2018-19 
and provides information about the National Funding Formula for Schools, and the 
key issues relating to the High Needs block for Oldham.  It also presents options 
including the preferred option for the distribution of DSG to schools and Academies 
from 2018-19.   
 
The report presents a preferred option which is the movement of 1% of funding from 
the Schools Block to the High Needs Block.  However, an important factor is that this 
requires the approval of the Secretary of State for Education.  As this approval 
cannot be guaranteed, an alternative option which moves 0.5% of funding from the 
Schools to High Needs block is presented.  This can be actioned without approval of 
the Secretary of State but must have the agreement of Schools Forum. 
 
As highlighted in the report, the approach to the Secretary of State is considered 
essential given the current financial position of the DSG, which is forecast to be at a 
significant deficit position at the end of 2017/18.  This is largely due to pressures on 
the High Needs Block.  Without the movement of the 1% funding between DSG 
blocks, the DSG deficit will inevitably rise. 
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A meeting of Schools Forum took place on 29 November 2017 following consultation 
with schools about the proposed funding allocation.  After extensive debate, Schools 
Forum agreed by a majority vote, to support the Council’s preferred allocation option.  
This therefore includes the voluntary movement of 0.5% from the Schools to the High 
Needs Block and an application to the Secretary of State for Education for a further 
movement of 0.5% between the 2 Blocks (a total movement of 1%). 

 
Recommendations 
 
It is recommended that approval is given to the distribution of the DSG for 2018/19 as 
presented by option 3 in the report with: 
 

1) A 0.5% voluntary transfer between the Schools and High Needs Blocks  
2) A further 0.5% transfer between the Schools and High Needs Blocks subject 

to the approval of the Secretary of State. 
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Cabinet 18 December 2017 
 

Schools Funding Formula for 2018/19 
 
Background 

 
1.1 The Dedicated Schools Grant (DSG) is a ringfenced grant payable by Government for 

the funding of schools.  There is a significant change in funding arrangements from 
2018-19 which moves away from a Local Funding Formula allocation to schools.  On 
14th September 2017, the Secretary of State announced the introduction of a National 
Funding Formula (NFF) for the Schools and High Needs blocks from 2018-19. 
As will be explained later, there is no requirement for Authorities to move directly to 
the allocation methodology introduced by the NFF in 2018-19, however there is a 
requirement for the Local Authority to consult with schools on the DSG allocation 
methodology that will be applied. 
 

1.2 The DSG will be made up of 4 blocks of funding from 2018-19 
 

 Schools 

 High Needs 

 Early Years 

 Central Schools Services (new block) 

 

The schools block covers funding for: 
 

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

 
The High Needs block covers funding for the education of pupils subject to 
Education, Health and Care Plans from age 0-25 in a range of provision including 
special schools, mainstream schools, alternative provision, independent specialist 
provision and Council centrally retained expenditure for High Needs. 

 
The Early Years block covers: 
 
a) Two Year old Funding 
b) Early Years Funding in Schools and Private, Voluntary and Independent  

provision (PVIs) 
c) Centrally retained expenditure for under 5’s 
 
The Central Schools Services block covers: 

a) Funding previously allocated through the retained duties element of the  

Education Services Grant (ESG) which has been discontinued from 2018/19 

b) Central school services which includes the expenditure related to Schools 
Forum, Premature Retirements, Admissions service, ICT for schools and 
School Improvement 

c) School Licenses 
d) Statutory and Regulatory duties 

1.3 Each of the 4 blocks is determined by a separate National Funding Formula which 
calculates the funding due to Local Authorities.  The Department for Education (DfE) 
has calculated the funding the Local Authority (LA) will receive for the Schools Block 
as if the National Funding Formula had been applied.  Yet, for 2018-19 and 2019-20 it 
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will remain the role of the LA to determine the funding to schools and academies via 
their Local Funding Formula for the Schools Block.  
 

1.4 The Secretary of State announced, in July 2017, the Schools and High Needs funding 
formula to Local Authorities would be supported by an additional £1.3 billion of 
funding by 2019-20 (£416m in 2018-19 and £884m in 2019-20).  The notional amount 
for Oldham which is available for schools and High Needs is £4.525m in 2018-19.   

 
1.5 At this stage, there is no indication how fully implementing the NFF from 2020-21 will 

be funded, as it is subject to the next Government Spending Review.  The National 
Funding Formula for schools will be introduced no earlier than 2020-21. 

 
1.6 The DfE have issued financial information advising of the funding schools would 

receive if the LA moved to a national formula compared to their 2017-2018 budget.  
These illustrative allocations are based on 2016 pupil data and characteristics, the 
total of these is the illustrative Schools Block available to Oldham except for any 
adjustments the DfE have made to academy allocations.  It is these allocations upon 
which the figures included in this report have been based.  It should be noted that the 
NFF illustrative allocations provided to schools include a 0.5% per pupil increase for 
each school in 2018-19 and 2019-20 i.e. 0.5% 2018-19 and 0.5% 2019-20, giving a 
total increase of 1% from the current position.  

 
1.7 An important consideration in Oldham is that the Dedicated Schools Grant for 2017-

18 is projecting a deficit of £3.472m. This is mainly due to additional costs of funding 
from the High Needs block for Special Schools, the Pupil Referral Unit and additional 
children with statements in mainstream schools.   Members of the Schools Forum will 
consider and agree how the cumulative deficit can be reduced over the medium term 
and consider an action plan which will highlight options to bring the DSG back into 
balance.  Part of this financial strategy will be the movement of funding between the 
Schools and High Needs DSG Blocks as explained later in the report. 

 
2 Current Position 
 

Schools Block 
 
2.1  The DSG allocation received by the Council is for all schools in the Borough including 

academies and consultation on the funding formula is required.  This consultation on 
the formula includes academies.  The timescale for agreeing a revised local funding 
formula for schools for 2018-19 is highlighted in the table below.  Consultation with 
schools began on 14 November and ran until 28 November (following an extension of 
one day as explained later).    A key element in the consultation process was the 
decision of Schools Forum arising from its meeting on 29 November 2017. 
 

 

Consultation Group Date 
Fair Funding Group 18 October 2017 
Consult schools 14 to 27 November 2017 (extended to 28 

November )  
Schools Forum 29 November 2017 
Deadline – application to Secretary of 
State 
Cabinet Meeting 

30 November 2017 
 
18 December 2017 

Schools Forum 10 January 2018 
Schools Block Formula to DfE  19 January 2018 
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2.2 The Schools Block is ringfenced for 2018-19 but LAs are able to transfer up to 0.5% 
of Schools Block funding to another Block after consultation with all maintained 
schools and academies and with the approval of Schools Forum.  Oldham is 
proposing to utilise this option and the amount available to transfer is circa £930k.  
This is because of pressures on High Needs budgets and the increase in the overall 
DSG deficit.  It is essential to have the agreement of the Schools Forum to this 
movement of funds. 

  
2.3 Initial guidance issued to LAs gave the flexibility to set a minimum funding guarantee 

(MFG) for schools at between 0% and -1.5% per pupil to allow higher levels of 
protection locally.  The MFG is a way of giving schools a guaranteed minimum 
increase in funding per pupil each year or limiting the amounts that can be deducted 
from a schools budget.  It works by comparing a school’s level of funding per pupil 
from one year to the next on a like for like basis, and in such a way as to exclude 
funding that could distort the per pupil value that is the basis for the guarantee. The 
baseline for the calculation is intended to cover as much of a school’s budget as 
possible.  Current exemptions are Business Rates (because they are funded in the 
formula on actuals) and lump sum allocations because they do not relate to pupil 
numbers.  Three of the options highlighted in section 3 include the MFG at 0% with 
one at 0.5% (see 2.4). 

 
2.4 On 23 November the DfE issued a change to the guidance on the MFG whereby the 

upper limit was increased to 0.5% from 0%.  This was after the consultation 
information to schools had been issued and therefore required an extension to the 
consultation period by one day (until 28 November) to allow schools to be advised of 
and to consider the potential implications. 

 
2.5 Secondary Schools also have to receive at least £4,800 per pupil by 2019-20 and 

primary schools £3,500 per pupil.  A new Secondary and Primary Factor is allowed so 
LAs can set a transitional amount in 2018-19.  

 
High Needs Block 

 
2.6 The high needs block has be increased with the Schools Block guarantee in 2018-19 

by 0.5% and 0.5% in 2019-20.  Oldham is proposing to ask for Schools Forum 
agreement to transfer 0.5% to the High Needs block as Oldham is currently spending 
£1.051m above the illustrative allocation for the High Needs block for 2018-19.  
Should approval be gained for the transfer there would still be a pressure on High 
Needs, hence the additional proposal to the Secretary of State for movement of a 
total of 1% between the Schools and High Needs Blocks. 

 
Notional Allocations 2018-19 

 
2.7 The notional allocations for Oldham so far notified to the LA and schools are based 

on 2016-17 pupil numbers. The notional allocations are what Oldham would have 
received in 2017-18 if the additional £416m to be allocated in 2018-19 had been 
allocated in 2017-18.  The final Schools block settlement for Oldham for 2018-19 will 
be issued in the week commencing 18th December and will be based on the October 
2017 School census numbers.  The table below highlights the additional notional 
increase of £4.525m by block. 

 
 
 
 
 



Page 6 of 12 Schools Funding Formula 18
th

 December 2017 

Block Notional Decrease / Increase 

Schools and Central Schools Services Block £1.438m increase 

High Needs £3.087m increase 

Total £4.525m increase 

 
2.8 Local authorities may topslice the DSG in order to create a Growth Fund to support 

schools which are required to provide extra places in order to meet basic need within 
the authority, including pre-opening, diseconomy and reorganisation costs.  In this 
regard the Schools Block predicted in the options tables at £186.5m includes £1.12m 
growth funding.  

 
2.9 It should be noted that, if growth funding is allocated at the same level for 2019-20 

this will not be sufficient to support all the schools requiring growth funding.  The 
options for 2019-20, which will be considered more fully at the time of the 2019-20 
formula consultation are to: 

 

 Allocate all agreed funding if pupils are on the school census – this may increase 
the deficit on the DSG 

 Reduce the formula funding to allocate to schools to cover the expected deficit 

 Reduce the amount per pupil allocated through the growth fund to the amount 
allocated for growth. 

 
3 Options / Alternatives 
 
3.1 The currently available national funding formula values have been used to calculate 

the funding into the LA, however for 2018-19 and 2019-20 the distribution of funding 
can still have an element of local determination. 

 
3.2 Initially three options, later extended to four options for Oldham’s funding formula for 

2018-19 are set out below are presented with: 
 (a) a 0.5% movement between the Schools and High Needs Blocks which requires 

Schools Forum’s approval; and 
 (b) a 1% movement between Blocks which requires the approval of the Secretary of 

State for Education .   
 
The fourth option has been considered after the DfE issued a change to the guidance 
on 23 November.  This option is similar to option 3 but has the MFG set at 0.5% 
instead of 0%. 

 
1. Passport the Schools National Funding Formula allocations calculated by 

the ESFA using the national formula factors and rates 

In 2018-2019, Oldham cannot fund to the notional NFF allocations received as shown 
in the table below without creating a shortfall in funding and adding to the DSG deficit.   

 

 0.5% option 1% option 

 £ £ 

Schools Block Funding Total  186,532,265 186,532,265 

Proposed movement of funding to High Needs Block (932,661) (932,661) 

Application to Secretary of State to transfer above 0.5%  (932,661) 

Northmoor estimated change 229,187 229,187  

Funding Available to allocate to schools 185,828,791 184,896,130 

Current funding allocated through NFF 186,532,265 186,532,265 

Funding shortfall if were to distribute on NFF (703,474) (1,636,135) 
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2. Continue to use Oldham’s current formula with an MFG of 0 per cent and a 

cap on gains 

In 2018-19 if the Council was to fund at the Notional Funding allocations having 
transferred either 0.5% or 1% (subject to Secretary of State approval) to the High 
Needs block there would be either £2,197,910 or £1,265,249 headroom to allocate to 
key funding factors.  This would exacerbate the deficit in the High Needs Block as the 
available funds would be utilised by schools not High Needs. 

 
 

 0.5% option 1% option 

 £ £ 

Schools Block Funding Total  186,532,265 186,532,265 

Proposed movement of funding to High Needs Block (932,661) (932,661) 

Application to Secretary of State to transfer above 0.5%  (932,661) 

Northmoor estimated change 229,187 229,187  

Growth (1,121,646) (1,121,646) 

Funding Available to allocate to schools 184,707,145 183,774,484 

Current funding allocated through schools block 182,509,235 182,509,235 

Additional funding available to distribute  2,197,910 1,265,249 

 

3. Continue to use Oldham’s formula and to move part way to the proposed 

national formula with an MFG of zero per cent and a cap on gains. 

The impact of the proposal to move part way to the national funding formula within 
Oldham is: 
 

 Free School Meals and Ever 6 Free school meals have been included at the 
National Fair Funding values  – the existing formula excludes Ever 6 Free school 
meals (pupils entitled to free meals at any time in the last 6 years) 

 English as an additional language (EAL) 3 is included at the National Fair 
Funding values – LA’s are given a choice as to how many years a pupil can be 
on roll of a school and attract funding and is for pupil’s  whose first language is 
other than English. Currently Oldham use the indicator EAL 2 in the Local 
Funding Formula. 

 Income Deprivation Affecting Children Index (IDACI) The IDACI measure uses 6 
bands and different values are attached to each band - it is proposed to use 4 
bands only and to use this factor for Primary schools also in 2018-19.  The 
current funding formula uses IDACI for Secondary schools only. 

 The other factors have all been adjusted by 60% of the difference between 
Oldham’s current formula and the National Funding Formula for the 0.5% option 
and 85% for the 1% option. 

 
3.3 The proposal is to set the minimum funding guarantee per pupil to 0% to ensure no 

school loses funding in 2018-19 as a result of formula changes.  It is proposed to set 
the maximum increase per pupil (capping - increase in school budget year on year) at 
2.2% in 2018-19 for the 0.5% option and 1.27% for the 1% option. 
 

3.4 In this option no school is losing and 52 schools are gaining in the 0.5% option and 48 
in the 1% option when comparing to 2017-18.  As can be seen in the table below, at a 
0.5% transfer there remains £62,186 to distribute to schools.  At a 1% movement, 
there is a small but manageable deficit.  Appendix 1 details the impact per school of 
this option. 
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 0.5% option 1% option 

 £ £ 

Schools Block Funding Total 186,532,265 186,532,265 

Proposed movement of funding to High Needs Block (932,661) (932,661) 

Application to Secretary of State to transfer above 0.5%  (932,661) 

Northmoor estimated change 229,187 229,187  

Growth (1,121,646) (1,121,646) 

Funding Available to allocate to schools 184,707,145 183,744,484 

Current funding allocated through schools block 184,644,959 183,806,499 

Additional funding available to distribute  62,186 (32,015) 

 

 

4. Continue to use Oldham’s formula and to move part way to the proposed 

national formula with an MFG of 0.5% and a cap on gains. 

3.5     The impact of the proposal to move part way to the national funding formula within 
Oldham is: 
 

 Free School Meals and Ever 6 Free school meals have been included at the 
National Fair Funding values  – the existing formula excludes Ever 6 Free school 
meals (pupils entitled to free meals at any time in the last 6 years) 

 English as an additional language (EAL) 3 is included at the National Fair 
Funding values – LA’s are given a choice as to how many years a pupil can be 
on roll of a school and attract funding and is for pupil’s  whose first language is 
other than English. Currently Oldham use the indicator EAL 2 in the Local 
Funding Formula. 

 Income Deprivation Affecting Children Index (IDACI) The IDACI measure uses 6 
bands and different values are attached to each band - it is proposed to use 4 
bands only and to use this factor for Primary schools also in 2018-19.  The 
current funding formula uses IDACI for Secondary schools only. 

 The other factors have all been adjusted by 60% of the difference between 
Oldham’s current formula and the National Funding Formula for the 0.5% option 
and 85% for the 1% option. 

 
3.6 The proposal is to set the minimum funding guarantee per pupil to 0.5% to ensure no 

school loses funding in 2018-19 as a result of formula changes.  It is proposed to set 
the maximum increase per pupil (capping - increase in school budget year on year) at 
2.3% in 2018-19 for the 0.5% option and 1% for the 1% option. 

 
3.7 With this option no school loses, with all schools  gaining in the transfer between 

blocks of 0.5%  and  1%  when comparing to 2017-18.  As can be seen in the table 
below, at a 0.5% transfer there remains £21,156 to distribute to schools.  At a 1% 
movement, £60,778 is available to be transferred to schools.   Although all schools 
gain in this option, as the MFG is set at 0.5%, it is the schools that gain more than 
0.5% who are funding the transfer to the High Needs Block.  This therefore means 
that the principle of  fairness and equity is  not uniformly applied, unlike with  option 3. 
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 0.5% option 1% option 

 £ £ 

Schools Block Funding Total 186,532,265 186,532,265 

Proposed movement of funding to High Needs Block (932,661) (932,661) 

Application to Secretary of State to transfer above 0.5%  (932,661) 

Northmoor estimated change 229,187 229,187  

Growth (1,121,646) (1,121,646) 

Funding Available to allocate to schools 184,707,145 183,744,484 

Current funding allocated through schools block 184,685,988 183,713,705 

Additional funding available to distribute  21,156 60,778 

 
It must be noted that all figures in each option are subject to change when the final 
settlement is given as current projections are based on October 2017 census. 

 
4 Preferred Option 
 
4.1 Having considered the four options, the preferred option for Oldham’s funding formula 

for 2018-19 is Option 3, a 1% movement between Blocks. The principles that 
underpin this option are: 

 

 the presentation of what is considered to be  the fairest allocation of resources 
for Oldham Schools and Academies having regard to prevailing pressures and 
issues  

 to ensure that Oldham Schools are best placed when the National Funding 
Formula for Schools is implemented 

 to manage the DSG deficit position so that there is no planned increase in the  
deficit on the DSG    

5 Consultation 
 
5.1 Meetings have been held with the Fair Funding Group and the consultation includes 

the initial principles agreed by the group. 
 
5.2 A consultation paper presenting Option 3 was issued to individual schools and 

Academies on 14 November.  Comments have been received from individual schools, 
Primary Head Teachers and Secondary Head Teachers Groups, some supportive of 
the proposals and some not.  All consultation comments were collated and were 
presented to the Schools Forum meeting on 29 November.   

 
5.3 In addition, detailed briefings have been provided to Cabinet Members and senior 

officers to highlight the key issues.  Officers also attended Head Teacher meetings, 
namely Primary Exec and Primary Heads, to present the details of the consultation. 

 
5.4 At the end of the consultation 23 responses wereh received.  This is 22% of the total 

number of schools included within this consultation.  Appendix 2 summarises the 
comments from schools and the action to be taken by the Council arising from the 
comments.  The tables below highlight the number and percentage of responses per 
sector and the percentage responses for the four questions asked.  It also shows that 
there was a response rate of only 22% with, in general term, no overwhelming 
objection to the Councils proposed approach to the allocation of funding.  
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Consultation by Type of School  
Number  of 
Responses 

Number  
Consulted 

Response 
Rate 

Primary  16 86 19% 

Secondary 7 12 58% 

Special 0 5 0% 

Total 23 103 22% 

  
  

Responses by Question YES NO UNSURE TOTAL 

1)    Do you agree with adopting the national 
funding formula factors from 2018-19? 91% 4% 4% 100% 

2)    Do you agree with a minimum funding 
guarantee of 0% per pupil in 2018-19? 74% 22% 4% 100% 

3) Do you agree with the transfer to the high 
needs block of £0.5%? 70% 26% 4% 100% 

4)    Do you agree to applying to the Secretary of 
State for a further 0.5% to be transferred to the 
High Needs Block? 26% 43% 30% 100% 

 
5.5 Two responses were received after the consultation closed on 28 November and 

therefore are not included within the tables above.   
 
5.6 At the meeting of Schools Forum on 29 November 2017 following the consultation 

with schools about the proposed funding allocation, there was extensive debate and 
discussion of the funding allocation options.  Schools Forum agreed by a majority 
vote, to support the Council’s preferred allocation option.  This therefore includes the 
voluntary movement of 0.5% from the Schools to the High Needs Block and an 
application to the Secretary of State for Education for a further movement of 0.5% 
between the 2 Blocks (a total movement of 1%).  The application was submitted on 
30 November 2017.  It is anticipated that there will be a response during December 
2017. 

 
6 Financial Implications  
 
6.1 The financial implications are incorporated into the report.  However, it is important to 

note that a key requirement of the Local Education Authority is to ensure the effective 
financial management of DSG resources. It is also important to ensure that those 
resources that are available for allocation to schools are distributed in a fair and 
equitable way.  A particular concern in the context of the 2018/19 allocation of 
resources is that the DSG is already in a deficit position and this will continue unless 
steps are taken to manage spending within the resources available.   
 

6.2 The proposed allocation methodology aims to promote effective financial 
management and fairness and equity in funding allocations, and has the agreement 
of the Schools Forum to a 0.5% transfer of funding from the Schools to High Needs 
Block.  It is now essential to receive the agreement of the Secretary of State for 
Education for a further 0.5% movement.  As advised above, the application to the 
Secretary of State was submitted on 30 November to comply with the EFA’s deadline.   
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7 Legal Services Comments 
 
7.1 The proposed decision is intra vires. In making the decision the usual considerations 

should be had in regards to “Wednesbury Reasonableness” and the results of the 
consultation with the Schools Forum should also be taken into account in formulating 
the decision. (Colin Brittain) 

 
8. Co-operative Agenda 
 
8.1 The School Budget Allocations supports the council’s cooperative ambition 

empowering school staff to deliver high quality education for the residents of Oldham.  
 
9 Human Resources Comments 
 
9.1 There are no specific comments. 
 
10 Risk Assessments 
 
10.1 The key risks to the proposed allocation arrangement are the failure of the Schools 

Forum to agree to the movement of funds to the Schools Block and/or the failure of 
the Secretary of State to agree the further funding movement.  A revised approach 
will be required in this event. 

 
11       IT Implications 
 
11.1 There are no specific comments. 
 
12 Property Implications 
 
12.1 There are no specific comments. 
 
13 Procurement Implications 
 
13.1 There are no specific comments. 
 
14 Environmental and Health & Safety Implications 
 
14.1 None 
 
15 Equality, community cohesion and crime implications 
 
15.1 There are no specific comments. 
             
16 Equality Impact Assessment Completed? 
 
16.1  Not required  
 
17 Key Decision 
 
17.1 Yes 
 
18 Key Decision Reference 
 
18.1 CFHR-21-17 
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19 Background Papers 
 

19.1 The following is a list of background papers on which this report is based in 

accordance with the requirements of Section 100(1) of the Local Government Act 
1972. It does not include documents which would disclose exempt or confidential 
information as defined by the Act: 

 
File Ref:  Background Papers are included at Appendix 1 and 2 
Officer Name:             Liz Caygill/Sam Smith  
Contact No:    1012/1089 

 
20 Appendices  
 
20.1 Appendix 1 – Schools Funding Formula Option 3 per School. 
 
20.2 Appendix 2 – Consultation Responses 
 
 
 
 


