Appendix 2 – Extract from DfE Operational Guidance
Local authority funding formulae factors for 2018 to 2019

We’ve made one addition to the list of allowable funding factors in local funding formulae in 2018 to 2019.

1.1. Local authorities can set a minimum per-pupil amount for  schools, details of this are set out in paragraph 47 - 51.

1.2. The local factor values and parameters may continue to differ from those used in the NFF, since authorities retain local discretion in 2018 to 2019 and 2019 to 2020. The NFF unit values are set out in figure 3 NFF for Schools and High Needs
The full list of allowable factors in 2018 to 2019 are:

	Funding factor
	Description and further information

	1. Basic entitlement

A compulsory factor
	This factor assigns funding on the basis of individual pupils, with the number of pupils for each school or academy based on the October pupil census.

funding is allocated according to an age-weighted pupil unit (AWPU)

there is a single rate for primary age pupils, which must be at least £2,000

there can be different rates for KS3 and KS4, with a minimum of £3,000 for each

local authorities can choose to increase the pupil number count for schools with higher reception pupil numbers in January 2017 than the October 2016 census

we’ll not include reception uplift in the national funding formula; local authorities currently using a reception uplift factor should consider whether to do so in 2018 to 2019

schools with reception uplift will not be financially disadvantaged in the national funding formula calculations, as the funding will remain in their baselines

	2. Deprivation

A compulsory factor
	Local authorities can use free school meals (FSM), the income deprivation affecting children index (IDACI), or both to calculate the deprivation factor.

we measure eligibility for current FSM using the previous October census, and Ever6 FSM (pupils entitled to free meals at any time in the last 6 years) from the previous January census

local authorities using FSM to calculate deprivation can choose to use either current FSM, Ever6 FSM, or both

the IDACI measure uses 6 bands, and different values can be attached to each band; different unit values can be used for primary and secondary within each band

we’ll automatically set the FSM Ever6 ratio equal to the current FSM ratio for schools where the FSM Ever6 rate is recorded as lower than the current FSM rate

	3. Prior attainment

An optional factor (used by most local authorities)
	The prior attainment factor acts as a proxy indicator for low level, high incidence, special educational needs.

we’ll confirm a separate weighting for new year 7 pupils later in the year

We’ve included more information in the prior attainment section of this guidance.

	4. Looked-after children (LAC)

An optional factor
	Local authorities can apply a single unit value for any child who has been looked after for one day or more, as recorded on the LA SSDA903 return at 31 March 2017.

we map this data to schools using the January school census, to identify the number of LAC in each school or academy

we’ve increased the pupil premium plus rates for 2018 to 2019 from £1900 to £2300

we’ve not used a LAC factor in the national funding formula; local authorities currently using this factor should consider whether to do so in 2018 to 2019

	5. English as an additional language (EAL)

An optional factor
	Pupils identified in the October census with a first language other than English may attract funding for up to three years after they enter the statutory school system.

local authorities can choose to use indicators based on one, two, or three years, and there can be separate unit values for primary and secondary

	6. Pupil mobility

An optional factor
	This measure counts pupils who entered a school during the last three academic years, but did not start in August or September (or January for reception pupils).

there is a 10% threshold, and funding is allocated based on the proportion above the threshold (for example, a school with 12% mobility, will attract pupil mobility funding for 2% of pupils)

	7. Sparsity

An optional factor
	Schools that are eligible for sparsity funding must meet two criteria:

they are located in areas where pupils would have to travel a significant distance to an alternative should the school close
they are small schools
We’ve included more information in the sparsity section of this guidance.

	8. Lump sum

An optional factor (used by all local authorities)
	Local authorities can set a flat lump sum for all phases, or differentiate the sums for primary and secondary.

local authorities should give middle schools a weighted average, based on the number of year groups in each phase

the maximum lump sum is £175,000, even for schools that receive London fringe uplift

We’ve included more information in the lump sum section of this guidance, including information for amalgamated schools.

	9. Split sites

An optional factor
	The purpose of this factor is to support schools that have unavoidable extra costs because the school buildings are on separate sites.

allocations must be based on objective criteria for the definition of a split site, and for how much is paid

We’ve included more information in the split sites section of this guidance.

	10. Rates

An optional factor (used by all local authorities)
	Local authorities must fund rates at their estimate of the actual cost.

local authorities can make adjustments to rates during the financial year, but this must be done outside of the funding formula

for example, an additional allocation could be made to a school (funded by balances brought forward)

this should be reflected in the Section 251 outturn statement, and in each school’s accounts

the effect on the school would be zero, since any rates adjustment will be offset by a change in the cost of the rates

	11. Private finance initiative (PFI) contracts

An optional factor
	The purpose of this factor is to support schools that have unavoidable extra premises costs (because they are a PFI school), and to cover situations where the PFI ‘affordability gap’ is delegated and paid back to the local authority.

We’ve included more information in the PFI section of this guidance. 

	12. London fringe

An optional factor, applicable only for five local authorities (Buckinghamshire, Essex, Hertfordshire, Kent, and West Sussex)
	The purpose of this factor is to support schools that have to pay higher teacher salaries because they are in the London fringe area, and only part of the local authority is in this area.

This factor is applied as a multiplier of 1.0156 to the 6 pupil-led factors, the lump sum factor, and the sparsity factor

We’ve provided details of these calculations in the technical specification for the schools block dataset.

	13. Exceptional premises factors

An optional factor
	Local authorities can apply to ESFA to use exceptional factors relating to school premises (for example, for rents, or joint-use sports facilities).

exceptional factors must relate to premises costs

local authorities should only submit applications where the value of the factor is more than 1% of a school’s budget, and applies to fewer than 5% of the schools in the authority’s area

local authorities can use exceptional premises factors used in 2017 to 2018 (for pre-existing, and newly-qualifying schools) in 2018 to 2019, if the qualification criteria are still met

	14. Minimum level of per pupil funding for secondary schools

An optional factor

	The purpose of this factor is to allow local authorities to provide amounts up to the minimum per pupil funding levels for primary and secondary schools. 

The formula will provide local authorities with per-pupil funding of at least £3,500 for primary schools and £4,800 for secondary schools with pupils in years 10 and 11 in  2019 to 2020

The formula will provide a transitional minimum amount of per pupil funding of at least £3,300 for primary schools and £4,600 for secondary schools in 2018 to 2019, as a step towards the £3,500 and £4,800 in 2019 to 2020.

Where local authorities choose to use this factor, any capping and scaling cannot take the school below the minimum value set in the local formula

Local authorities should calculate the minimum per pupil level on the basis of the school’s total funding. This will be set out in the APT guidance. Local authorities who wish to reflect the NFF calculation by excluding premises factors that have been excluded from the NFF calculation should submit a disapplication request to agree this change.

We’ve included more information on the setting a minimum per pupil amount for schools section of this guidance.


Table 1: Schools funding factors

	Required proportion of funding allocated through pupil-led factors

Local authorities must allocate at least 80% of the delegated schools block funding through pupil-led factors (the factors in lines 1 to 6 and 14 above, and London fringe uplift, where relevant).


The Department for Education will provide updated schools block datasets in December 2017.

1.3. Local authorities should use these datasets when setting their local funding formulae; this will ensure maintained schools, and academies, are funded on the same basis.

1.4. We’ve provided a technical specification for the 2018 to 2019 schools block datasets alongside this guidance.

Prior attainment

Local authorities can apply this factor for:

primary pupils identified as not achieving the expected level of development in the early years foundation stage profile (EYFSP)

secondary pupils not reaching the expected standard in KS2 at either English or maths

The EYFSP changed in 2013, so local authorities can use a weighting to ensure funding delivered through the primary prior attainment factor is not disproportionately affected by the year groups assessed under the new framework (years 1 to 5).

1.5. Local authorities can continue to choose between two EYFSP scores, for pupils assessed using the old profile (year 6 only); targeting funding to either:

· all pupils who achieved fewer than 78 points

· all pupils who achieved fewer than 73 points on the EYFSP

We introduced a new national weighting to the secondary low prior attainment factor in 2017 to 2018, to ensure that the new year 7 cohort (the first pupils to sit the new, more challenging, KS2 tests at the end of academic year 2015 to 2016) did not have a disproportionate influence within the total for the prior attainment factor in the mainstream formula.

1.6. We intend to carry forward this weighting, so it applies to the year 8 cohort in the schools block dataset provided to local authorities for setting their mainstream school funding formula for the financial year 2018 to 2019.

We also intend to specify a national weighting for the new year 7 cohort in the 2018 to 2019 schools block dataset, to scale back the proportion of year 7 pupils identified as having low prior attainment to a level commensurate with the number of pupils identified in years 9 to 11 under the previous KS2 tests. We’ll confirm the new year 7 weighting later in the year.

Local authorities will not be able to change the weighting, but will be able to adjust their secondary low prior attainment unit value as in previous years. This will enable local authorities, in most cases, to maintain their low prior attainment factor at previous levels without significant turbulence.

Low prior attainment funding will be allocated to all pupils identified as not reaching the expected standard at the previous phase, regardless of their year group. It does not only apply to those pupils in their first year of schooling.

As with current funding arrangements, pupils who have not undertaken the assessment are given the overall average attainment score of their year group, so are taken into account when calculating a school’s low prior attainment rate.

Sparsity

Schools that are eligible for sparsity funding must meet two criteria:

they are located in areas where pupils would have to travel a significant distance to an alternative should the school close

they are small schools

For the pupils for whom the school is their closest compatible school
, the factor measures the distance (as the crow flies) from their home to their second nearest compatible school and the mean distance for all pupils is then calculated. Since the pupil population changes each year, it’s possible for a school to be eligible for sparsity funding in one year but not in the next.

The school eligibility criteria for sparsity funding is as follows:

	School phase
	Maximum average number of pupils per year group
	Minimum average distance to second nearest compatible school

	Primary
	21.3
	2 miles

	Secondary
	119
	3 miles

	Middle
	69.1
	2 miles

	All-through
	62.4
	2 miles


Table 2: Eligibility criteria for schools to attract sparsity funding

Pupil numbers include reception to years 11 only, that is, excluding nursery and sixth form pupils.

The maximum value for the sparsity factor is £100,000 (including the London fringe uplift), which can be applied as a taper or as a lump sum. If a taper methodology is used, a school will attract sparsity funding in inverse proportion to its average year group size. Different values and methodologies can be used for the primary, middle, all-through, and secondary phases.

Examples are provided below showing whether a school would receive sparsity funding and how much funding it would receive. These examples assume that the year group size and distance thresholds are as set out by ESFA, although local authorities can reduce the pupil numbers and increase the distance criteria if they wish:

1.7. School A is an infant school with 120 pupils, spread across 3 year groups; the average number of pupils per year group size is therefore 40 (120 / 3).

1.8. The average distance to the second nearest compatible school is 2.5 miles.

1.9. School A is not eligible for sparsity funding, as the average number of pupils per year group is too high.

	School phase
	Average number of pupils per year group
	Average distance to second nearest compatible school
	Eligible for sparsity funding?

	Primary
	40
	2.5 miles
	No


Table 3: Example of a school not eligible for sparsity funding

1.10. School B is a primary school with 120 pupils, spread across 7 year groups; the average number of pupils per year group is therefore 17.14 (120 / 7).

1.11. The average distance to the second nearest compatible school is 2.2 miles.

1.12. School B is eligible for sparsity funding, as the average number of pupils per year group is fewer than the maximum, and the average distance is greater than the minimum.

1.13. If the sparsity value is £100,000, applied on a taper methodology, the school will receive £20,000 (((21.4 – 17.14) / 21.4) x 100,000) (allowing for rounding)

	School phase
	Average number of pupils per year group
	Average distance to second nearest compatible school
	Eligible for sparsity funding?

	Primary
	17.14
	2.2 miles
	Yes


Table 4: Example of a school eligible for sparsity funding

The sparsity distance for each school has been calculated as a crow flies distance. Local authorities are able to make exceptional applications for schools not meeting the distance criterion where they would have significantly higher mileage if road distances had been used.

Local authorities can also make an application to ESFA to include an exceptional factor of up to £50,000 for very small sparse secondary schools, which would otherwise be unable to attract sufficient funding to remain viable. Local authorities can only apply for an exceptional factor where schools have:

pupils in years 10 and 11

350 pupils or fewer

a sparsity distance of 5 miles or more

Where approval was given in 2017 to 2018 to use an exceptional factor for very small sparse secondary schools, or to the road distance for individual schools, that approval can carry forward to 2018 to 2019, if the latest pupil data has not changed significantly.

ESFA will produce sparsity distances for all schools in the schools block dataset, and make them available to each local authority.

1.14. If a school opens after the sparsity distances have been calculated, the local authority can make an exceptional application for the school.

1.15. The process is the same for schools that are affected by neighbouring schools closing.

1.16. We’ll not recalculate the figures during the year in these situations, as it should be possible for an estimate to be made for individual schools.

1.17. An existing school, qualifying for sparsity funding, would not lose the funding in-year if a new school opened nearby.

1.18. Local authorities should agree exceptional applications with their schools forum, before submitting to ESFA for consideration.

Lump sum

The lump sum may be different for primary and secondary schools and the maximum permitted value for either phase continues to be £175,000 (including the London fringe uplift) in local formulae. All-through schools will receive the secondary lump sum value and middle schools will receive an average lump sum value based on the number of primary and secondary year groups in the school.

1.19. This worked example shows how the lump sum amount for a middle school is calculated. In this example, the primary lump sum is set at £100,000, and the secondary lump sum is set at £120,000.

1.20. This middle school has a total of 5 year groups; 3 year groups (years 4 to 6) attracting the primary rate, and 2 year groups (years 7 to 8) attracting the secondary rate:

	School phase rate
	Lump sum amount

	3 year groups at primary rate ((3/5) x £100,000)
	£60,000

	2 year groups at secondary rate ((2/5) x £120,000)
	£48,000

	Total rate for all 5 year groups
	£108,000


Table 5: Example of a middle school’s lump sum calculation

Where schools have amalgamated
 during the financial year 2017 to 2018, or on 1 April 2018, they will retain the equivalent of 85% of the predecessor schools’ lump sums for the financial year 2018 to 2019.

1.21. For example, assuming a lump sum of £100,000, the additional payment would be £70,000 ((100,000 x 2) x 85% - 100,000). Local authorities can apply to ESFA to reduce this in exceptional circumstances.

Where schools amalgamate after 1 April 2018, the new school will receive funding equivalent to the formula funding of the closing schools added together for the appropriate proportion of the year. This means that they receive the combined lump sum for the remainder of the year and 85% in the following year, as outlined above.

Local authorities may apply to ESFA to provide a second year of protection. Applications must specify the level of protection sought, although in general we would not expect the additional protection to exceed 70% of the combined lump sums. We’ll consider applications on a case-by-case basis.

Split sites

A local authority formula can include a factor to provide additional funding to schools that operate on more than one site.

1.22. Criteria for providing extra funding should be clear and transparent, incorporating clear and objective trigger points, and a clear formula for allocating additional funding.

1.23. All schools and academies that meet the criteria will be eligible for split site funding.

1.24. Schools sharing facilities, federated schools and schools with remote sixth forms or remote early years provision are not eligible for split site funding.

Examples of clear trigger points are:

the sites are a minimum distance apart, as the crow flies, and the sites are separated by a public highway

the provision on the additional site does not qualify for an individual school budget share through the DSG

the school has remote playing fields, separated from the school by a minimum distance, and there is no safe walking route for the pupils

a percentage of staff are required to teach on both sites on a daily basis, to support the principle of a whole school policy, and to maintain the integrity of the delivery of the national curriculum

a minimum percentage of pupils are taught on each site on a daily basis

Examples of a clear formula for funding schools with split sites are:

a lump sum payment

a per-pupil rate

a rate per square metre of the additional site

Values for primary and secondary schools may be different. There may be one rate of payment for the first additional site, and a separate rate for each additional site. Payment rates may be stepped, for example as the distance between sites increases.

Private finance initiative (PFI)

Methodologies for funding PFI schools must be objective and clear, and capable of being replicated for academies.

1.25. The purpose of the factor is to fund the additional costs to a school of being in a PFI contract, not necessarily the full cost as some costs may be covered within other factors.

1.26. An acceptable methodology would generally contain some of the features set out below.

1.27. These examples are intended to help local authorities formulate a clear process for funding; it’s unlikely that a local authority would need to incorporate all of the features into its own policy.

1.28. If a PFI factor is used, all PFI schools should receive it; there may be different arrangements between contracts, but within a contract, all PFI schools should receive funding on an equivalent basis.
1.29. This does not necessarily mean all schools should receive the same amount per pupil, but they should be treated on a consistent basis.

Examples of a clear formula for funding PFI schools are:

allocations are in accordance with an original governors’ agreement

allocations reflect the difference between the PFI contractual cost and the grant received by the local authority, less any local authority contribution

Methodologies for calculating allocations could include:

a percentage of the school’s budget share

a per-pupil rate

a rate per square metre of floor area

a historical lump sum previously agreed, and indexed by a percentage per year

Agreements can refer to proportions or elements of the school’s budget share, which, due to changes in funding arrangements, may have changed significantly. Where this situation occurs, we would expect schools and local authorities to work together to agree an alternative arrangement, so that neither party is significantly disadvantaged.

Other funding allocations

In addition to the mainstream schools budget share (or general annual grant for academies), schools and academies may receive other types of funding. The most common sources include: 

early years funding
high needs funding
post-16 funding
pupil premium
PE and sport premium
universal infant free school meals 

school improvement funding
Requesting exceptional premises factors

Local authorities can request the inclusion of additional factors in their formula for exceptional circumstances.

1.30. ESFA may approve additional factors in cases where the nature of the school premises gives rise to significant additional costs greater than 1% of the school’s total budget, and where such costs affect fewer than 5% of the schools (including academies) in the authority.

Where local authorities have already received approval for exceptional premises factors in the previous five years, they can continue to use the approved factors, if the criteria are still being met.

1.31. Where an exceptional factor has already been approved for particular schools, it’s permissible for a further school or schools to receive the factor where a change in circumstances meets the existing approved criteria, providing that the cost to the additional school exceeds 1% of its budget share (as calculated through the APT), and that the factor still applies to fewer than 5% of schools in the authority.

Local authorities should apply to ESFA for any new exceptional premises factors in 2018 to 2019, setting out the rationale for the factor, and demonstrating that the criteria are met.

1.32. Local authorities must submit any applications for exceptional factors before the end of November 2017.

1.33. Exceptional factors previously approved include:

· rents

· joint use of leisure facilities by contractual agreement

· building schools for the future (BSF) schemes (additional contribution to lifecycle maintenance costs)

· hire of PE facilities

· listed buildings

· school with a farm included as part of its educational provision

1.34. Each application is considered on its own merits and it should not be assumed that a future application would be successful simply because it falls into one of the categories shown above.

1.35. Local authorities are not obliged to request additional factors, but in considering whether to do so, they should look at the circumstances of academies and free schools as well as maintained schools.

1.36. Local authorities can apply for an exceptional factor by attaching the disapplication proforma to the ESFA contact form.

The minimum per pupil amount for schools

The national funding formula will provide local authorities with per-pupil funding of at least £3,500 for each primary school and £4,800 for each secondary school (schools with an age range including years 10 and 11) in 2019 to 2020, based on the school’s total core funding.
 It will provide for a transitional amount of £3,300 for primary schools and £4,600 for secondary schools in 2018 to 2019. All-through and middle schools will attract minimum per-pupil funding determined by their individual age ranges.
Local authorities can choose to include a new minimum per pupil factor in their formula to allow them to implement this policy locally.

The per pupil minimum funding levels are set out below.
 Local authorities’ funding allocations will reflect the 2018 to 2019 transitional minimum amounts set out in the table below, but LAs may choose to set an amount up to the 2019 to 2020 amount if they choose to do so.

	
	Transitional minimum per pupil funding 2018 to 2019  
	Minimum per pupil funding 2019 to 2020

	Primary 
	£3,300
	£3,500

	Middle schools 


	Weighted average of £3,300 for primary year groups and £4,000 for KS3 year groups
	Weighted average of £3,500 for primary year groups and £4,200 for KS3 year groups

	Secondary schools 
	£4,600
	£4,800

	All-through schools
	Weighted average of £3,300 for full primary phase and £4,600 for full secondary phase, assuming all all-through schools have a full primary and secondary phase.

If LAs use the rates above this will be £3,842 for all all-through schools
	Weighted average of £3,500 for full primary phase and £4,800 for full secondary phase, assuming all all-through schools have a full primary and secondary phase.

If LAs use the rates above this will be £4,042 for all all-through schools


Local authority allocations have been published alongside this guidance. The technical detail of the calculations used in the national funding formula to provide the minimum levels of per-pupil funding in 2018 to 2019 and 2019 to 2020 are set out in the technical specifications document.

Local authorities should calculate the minimum per pupil level on the basis of the school’s total funding. Once capping and scaling have been applied this shouldn’t take the schools budget lower than the minimum per pupil level if the authority is using this factor (see paragraphs 70 – 72). This will be set out in the APT guidance. Local authorities who wish to reflect the NFF calculation by excluding one or more of the premises factors that have been excluded from the NFF calculation should submit a disapplication request to agree this change.
� A school is compatible if the pupil is within its age range and the school accepts pupils of this pupil’s gender. Selective schools and those in Wales and Scotland are discounted when identifying the second nearest school.


� The definition of an “amalgamated school” includes one that has extended its age range as a direct consequence of another closing (for example, an infant school closes and the junior school extends to become a primary school).





� Schools total core funding excludes funding for premises, mobility and growth.


� Secondary schools that are new and growing will receive the secondary school minimum amounts, even if they do not yet have pupils in year 10 and 11.





