Concerns about Academy funding
According to the Department for Education website, ‘Funding of academies will be broadly comparable with that of maintained schools, taking into account their additional responsibilities. While converting to academy status will give schools additional freedoms, those who opt to stay within local authority control will not be financially disadvantaged.’

There is now serious concern that this statement may not be true, following publication of the Ready Reckoner and the Technical Note (to be found under ‘further information’) in the Academy funding section of the Department for Education website: http://www.education.gov.uk/academies/academy-funding 

This concern arises both in relation to the existing calculation of the Local Authority Central Spend Equivalent Grant (LACSEG) - the grant given to academies in respect of LA services to schools - and the potential change to the present recoupment arrangements for LACSEG - the element of their funding taken back from LAs in respect of academies in their area.  

The Academy funding section of the DfE website says: that ‘[LACSEG] is the additional money to cover those central services that the local authority no longer provides’. The DfE points out that ‘It varies between local authorities and will reflect the amount the local authority already holds back to pay for central services’, and lists the items covered under two headings: those funded from a local authority’s Schools Budget and those from ‘other local authority sources’. 

In fact, it appears that the sums of money used by the YPLA to calculate LACSEG (which appear in the particular lines of expenditure in local authorities’ Section 251 budget statements used in the calculation) vary between authorities for two reasons: (i) variation in the amount held back to pay for central services, and (ii) the accounting methods used for the apportionment across the authority of its corporate costs.  The latter have developed over time and are related to LA functions funded via the LA budget portion of education spending (for which there is currently no recoupment).  They have no direct bearing on the replacement cost of services to schools and the provision of funding to academies in respect of this LA expenditure is not consistent with the DfE stated principle of equity of funding between schools and academies. For example, the LACSEG received by Academies includes a ‘share’ of items such as the strategic management and running costs of the whole children’s services directorate, the authority’s statutory and regulatory duties, and its asset management costs – costs which simply don’t fall on individual schools. 
With regard to future recoupment practice, as noted above, recoupment currently applies only to funding within the  Schools Budget for central expenditure on schools.

The Technical note says, ‘There is currently no recoupment in relation to the LA Budget portion of LACSEG. For 2011-12 onwards the methodology for adjustment of the DSG for academy conversions is still under consideration following consultation’.  (This was implied in the Impact Assessment accompanying the Bill, but that is not a document that is as widely read as perhaps it should be.)

This has led to considerable confusion on publication of the ready reckoner. Many authorities have been surprised to find that the published LACSEG figures are much higher than they would have anticipated, and than seem appropriate (in a number of cases the published LACSEG figure is multiples of the sum currently subject to recoupment). The possibility that, in future, the full amount of LACSEG (at these much higher than expected levels, and including matters which academies are not required to provide for themselves) might be subject to recoupment has major implications for their overall budgets – and for their capacity to continue to provide services to schools which choose to remain within the local authority family of maintained schools. 

These points are in urgent need of clarification – and almost certainly require significant change if a major funding crisis is to be avoided. 
