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Executive summary

Purpose

1. This document summarises our provisional allocations of recurrent funding for teaching and research, and the setting of student number control limits for institutions, for academic year 2012‑13.
Key points

2. The overall budget we have set for the 2012‑13 academic year is £5,311 million. This budget reflects the first year of the progressive shift of HEFCE grant to the student support budget to meet the cost of increased tuition fee loans under the Government’s new finance arrangements for higher education. The overall level of government support for teaching is set to increase as a result of these higher tuition fee loans, while HEFCE teaching grant is being reduced. The total HEFCE grant comprises: 
· £3,213 million for recurrent teaching grant

· £1,558 million for recurrent research grant

· £150 million for knowledge exchange, through Higher Education Innovation Funding (HEIF)

· £390 million for earmarked capital grant and other non-recurrent special funding.
3. HEFCE will invest in the interests of students and for wider public benefit. Our funding will support home and EU students in all years of study: funding for students already in higher education will remain broadly as before, while for new entrants, our funding will increasingly be focused on those costs incurred by universities and colleges which cannot be met entirely by tuition fees. We are maintaining our commitment to funding high-cost and strategically important subjects, widening participation, and small and specialist institutions. In recognition of the importance of postgraduate provision we are also providing additional funding for taught postgraduate students, who are not eligible for publicly funded tuition fee loans. We are committed to ensuring a smooth transition to the new funding arrangements for higher education, including keeping the administrative burden to a minimum. 
4. Although HEFCE’s grant for teaching is reducing from 2012-13, this reflects a substitution of income streams for institutions because of the increased tuition fees they will charge. For the large majority of institutions we believe that the regulated fee limits for full-time undergraduates – which are £9,000 for institutions that have an access agreement with the Office for Fair Access (OFFA) and £6,000 for those that do not – will generally be sufficient to allow institutions to maintain or increase their income, even where they face reductions in their student number control limits for 2012-13. The Government’s reforms of higher education therefore allow the sector to remain in strong financial health. 
5. We are directly funding an additional 65 further education colleges in 2012-13 as a result of a recent invitation to bid for full-time undergraduate places.

Funding for teaching

6. There are some significant changes to HEFCE teaching grant, following government reforms to the finance arrangements for higher education, and to the way in which student numbers are controlled from 2012-13. 

7. The main changes to teaching grant for 2012‑13 relate to:

a. The phasing out of ‘mainstream’ teaching grant and employer co-funding relating to students who commenced their studies before 1 September 2012 (‘old-regime’ students). This results in the most significant change to HEFCE funding for most institutions in 2012‑13, although the overall impact will be very different because of the additional tuition fee income they will receive. 
b. The implementation of a new, interim, teaching funding allocation for students commencing studies from 1 September 2012 (‘new-regime’ students) in high-cost subjects, where higher tuition fees may be insufficient to meet the full costs of provision. 
c. A review of targeted and other recurrent teaching allocations. Most of these are continuing in 2012-13 and will be paid in relation to both old- and new-regime students, but some are being phased out.
d. The introduction in 2012-13 of interim allocations for London weighting and for postgraduate taught students. These allocations broadly maintain our support in these areas at 2011-12 levels.
8. The changes to HEFCE teaching grant will affect institutions in different ways. The speed of transition for individual institutions to the new finance arrangements for higher education will depend on the average length of their courses and the continuation rates of their students: those with shorter average course lengths will move more quickly to the new funding environment. The overall impact on institutions will depend on: 
a. The extent to which they are able to compensate for the loss of HEFCE grant by charging higher fees (after waivers).
b. The extent to which they are able to maintain, or increase, student numbers.
c. Their ability to attract funding from other sources, including other HEFCE grants such as for research.

d. The strength of their balance sheet, in particular their cash position.
9. The allocations of teaching grant that we are announcing are provisional, and most will be recalculated later in the year. We are adopting a three-stage process to calculate and review allocations in order to balance the need to pay grant from August 2012, before 2012-13 student numbers are known, with the need to ensure, in the interests of fairness and accountability, that allocations finally reflect actual numbers of old- and new-regime students in the year. This iterative process will apply to any allocation that is initially informed by forecast student numbers for 2012-13. Final allocations for 2012-13 will be confirmed in light of the end-of-year individualised student data for 2012-13.
10. Our grant letter from the Department for Business, Innovation and Skills (BIS) of 25 January 2012 gave only indicative recurrent teaching funding figures for the 2013‑14 financial year (although the recurrent research and HEIF figures up to 2014‑15 were confirmed). In order to announce funding for the 2012‑13 academic year, which has a four-month overlap with the 2013‑14 financial year, we have assumed that our allocation for the 2013‑14 financial year is as indicated in the BIS grant letter. If we receive information regarding our grant for the 2013‑14 financial year which suggests this assumption is no longer appropriate we reserve the right to review our recurrent teaching and special funding allocations for the 2012‑13 academic year. We would do this to smooth any change in funding for institutions, which might be necessary by 2013‑14.

Funding agreement requirements: the student number control
11. Because teaching grant allocations will be recalculated from first principles through the three-stage process, we do not need to have as many funding agreement requirements as in previous years – there is no contract range or student full-time equivalent target, because the grant will be recalculated later to reflect actual student numbers recruited and retained. There are three funding agreement requirements affecting student numbers for 2012-13:
a. The student number control, applying to all institutions.
b. The medical intake target, representing the maximum intake to full-time undergraduate courses that lead to first registration as a doctor.

c. The dental intake target, representing the maximum intake to full-time undergraduate courses that lead to first registration as a dentist.

12. There are a number of important changes to the student number control arrangements for 2012-13, arising from the Government’s desire for a more diverse, responsive higher education system which encourages greater competition and choice for students. For 2012-13, it is doing this in two ways:

a. Students with entry qualifications equivalent to, or higher than, grades AAB at A-level (‘AAB+ equivalent students’) are being excluded from the student number control population.

b. A ‘margin’ of up to 20,000 places is being created by reducing the ‘core’ residual student number control population (that is, those remaining after removing AAB+ equivalent students). These places are being redistributed only to those institutions charging an average annual net tuition fee (after fee waivers) of £7,500 or less and meeting other criteria of quality and demand.

13. We will monitor each institution’s compliance with the student number control limit that we have specified for them. Where we find that an institution has exceeded its limit this will result in a reduction to grant, which may be applied in the 2012-13 and/or subsequent academic years. We cannot yet specify the rate per excess student at which this grant reduction will apply. However, our grant letter from BIS of 25 January 2012 set out the principles that it will adopt in calculating the rate of grant reductions for institutions for each student recruited in excess of their 2012-13 limit. These will include:
· avoiding unanticipated pressures on government budgets

· removing any financial incentives for institutions to recruit above their permitted level

· recognising the different fees charged by institutions

· recouping an element to cover the costs of providing maintenance support.

14. BIS will provide further guidance to us on this in due course. In the meantime, institutions should plan on the basis that (as currently) the rate of grant reduction for students recruited above the student number control limit for 2012-13 will exceed any tuition fee income associated with the excess numbers. The reduction may be repeated in subsequent years to the extent that we consider the excess students recruited in 2012‑13 continue to contribute to excess student support costs at the institution. 

15. The medical and dental intake targets are also maxima, not minima: institutions should ensure they do not exceed them. We may take further action against institutions that continue to do so. 

16. We will not count students recruited in excess of the student number control limit or medical or dental intake targets towards our funding of ‘new-regime’ students in high cost subjects: this will apply to all years of study relating to the excess numbers recruited.

Other recurrent grants: research and knowledge exchange
17. The total recurrent funding for research is £1,558 million. The ring-fenced settlement for science and research means that we will be able to maintain overall funding at this level, in cash terms, until 2014-15. This is the same cash total as for 2011‑12. The main changes to the research funding method for 2012-13 relate to the weighting of the quality levels in calculating funding for mainstream quality-related research (QR) and changes to the research degree programme (RDP) supervision funding method:
a. Following the guidance in our BIS grant letter that we ‘should continue to take forward funding both for research and for support for the next generation of researchers, by selectively funding on the basis of only internationally excellent research’, the HEFCE Board has agreed that we should no longer count research activity that was assessed as of 2* (two star) quality in the 2008 Research Assessment Exercise (RAE) in calculating mainstream QR funding. This releases £35 million, which has been used to increase the funding we provide to support RDP supervision. The weighting relativities in our mainstream QR funding for 4* and 3* activity will remain at 3:1.
b. We consulted in 2011 on a revised funding method for RDP supervision funding (‘Consultation on allocation method for postgraduate research funding from 2012-13’, HEFCE 2011/09). Following this consultation we have introduced a new allocation method, which is based on the amount of 3* and 4* activity as a proportion of total activity at 2* quality and above in the 2008 RAE. 
18. Funding for knowledge exchange through HEIF remains as last year: the allocations for the four year period 2011-12 to 2014-15 were announced in ‘Higher Education Innovation Funding 2011-12 to 2014-15: Policy, final allocations and request for institutional strategies’ (HEFCE 2011/16). 
19. In previous years we have provided a formula-based allocation of moderation funding to smooth year-on-year changes in total recurrent grant for teaching and research. We did this to ensure that these changes were manageable for institutions. Given the nature of the funding changes this year, the HEFCE Board has decided that we will not provide such a formula-based allocation for 2012-13. As part of our institutional risk monitoring, we will consider, on an exceptional, case-by-case basis, whether any institutions should receive further non-recurrent funding to support their smooth transition to the new finance arrangements. In such exceptional circumstances, the relevant HEFCE regional consultant will contact the institution. In considering the case for such exceptional support, we will be mindful of not undermining competition between providers. 
Action required

20. No action is required in response to this document.
Elements of grant

21. The total HEFCE grant to be distributed in 2012‑13 is £5,311 million. This is broken down between our main strategic themes (taken from the HEFCE business plan for 2011-2015, HEFCE 2011/34) and between recurrent and non-recurrent (earmarked capital grants and special funding) elements, as shown in Table A. There are rounding differences within the table. 
Table A HEFCE grant to be distributed in 2012-13
	Main strategic themes
	Recurrent grant (£M)
	Non-recurrent grant (£M)
	Total (£M)

	Learning and teaching
	3,213
	83
	3,296 

	
	Of which:
	
	
	

	
	Teaching enhancement and student success
	243
	0
	243

	
	Widening participation
	140
	0
	140 

	Research
	1,558
	173
	1,731 

	Knowledge exchange (Higher Education Innovation Funding)
	150
	0
	150

	Information, investment and partnership
	0
	135
	135

	Total
	4,921
	390
	5,311


22. Unless otherwise stated, all years in this document relate to academic years – that is, 1 August to 31 July. 
23. This publication is mainly concerned with the distribution of recurrent grant between institutions and the allocation of student number control limits for 2012‑13. Table 1 summarises the initial funding allocations for each institution. Table 2 provides a comparison for each institution between their quality-related research (QR) funding allocations for 2011‑12 and 2012‑13. Table 3 provides a summary of the different allocations that make up the non-recurrent elements of grant for the higher education sector as a whole. Table 4 provides a comparison of student number control limits for each institution for 2011-12 and 2012-13.

24. The HEFCE Board agreed the allocations of recurrent funding announced in this document on 8 March 2012. Institutions received details of their individual grant allocations on 19 March 2012.
25. Our funding methods operate in broad terms and are designed to be efficient in distributing funding between institutions in the sector, not between departments within an institution. It is not our intention, nor is it desirable, that institutions replicate our funding methods when allocating funds internally.
26. The allocations announced in this document are highly provisional: in particular, most of the recurrent teaching grant allocations will be recalculated as we receive more up-to-date student number information for 2012-13. Institutions should also note that our grant letter from BIS of 25 January 2012 gave only indicative recurrent teaching funding figures for the 2013‑14 financial year (although the recurrent research and Higher Education Innovation Funding (HEIF) figures up to 2014-15 were confirmed). In order to announce funding for the 2012‑13 academic year, which has a four-month overlap with the 2013‑14 financial year, we have assumed that our allocation for the 2013‑14 financial year is as indicated. If we receive information regarding our grant for the 2013‑14 financial year that suggests this assumption is no longer appropriate we reserve the right to review our recurrent teaching and special funding allocations for the 2012‑13 academic year. We would do this to smooth any change in funding for institutions which might be necessary by 2013‑14.
27. There may be differences between individual figures and totals in this document, due to rounding.
2012‑13 Funding for teaching
Introduction to the method

28. Government reforms of higher education financing mean that in future much more income for institutions is expected to come through students’ tuition fees and much less through HEFCE block grants. The affordability to students of tuition fees is to be met (for most undergraduates) through the availability of enhanced loans, which will generally be repayable after the student has finished their studies. The reductions to HEFCE grant contribute to meeting the cost to Government of providing these loans.

29. In 2012-13, we are entering a period of transition. There will be some students who entered before the change to the undergraduate fee regime on 1 September 2012 and who will continue under the current finance arrangements (‘old-regime’ students); there will be other students entering on or after 1 September 2012 who will be subject to the new fee and funding regime (‘new-regime’ students). Our references to old- and new-regime apply to all categories of students, not just those who are subject to the regulated tuition fee regime or eligible for publicly funded student support. 
30. We consulted the sector on how our allocation methods should change in ‘Teaching funding and student number controls: Consultation on changes to be implemented in 2012‑13’ (HEFCE 2011/20) to reflect these new circumstances. ‘Student number controls for 2012‑13: invitation to bid for student places’ (HEFCE 2011/30) announced our decisions regarding the 2012‑13 student number control. These, and our intended approach to teaching funding following consultation, were summarised in ‘Teaching funding and student number controls from 2012-13: summary of responses to consultation and decisions made’ (HEFCE Circular letter 26/2011). 
31. The main approach is as follows:
a. Subject-based funding for old-regime students is determined by applying 2011‑12 rates of funding to the numbers of old-regime students continuing in 2012-13. The allocations are then scaled, as necessary, to ensure they remain within the overall budget available. The 2011-12 rates of funding vary by institution (to reflect, for example, their tolerance band position and any receipt of London weighting) and by subject, mode (full-time, sandwich year-out or part-time) and level of study (undergraduate or postgraduate taught). 
b. Subject-based funding for new-regime students is calculated using sector-wide rates of funding, and is only available for those in high cost subjects. Our consultation estimated these rates would be about £10,000 for students in clinical years of study and £1,500 for students in laboratory-based subjects, reflecting the way in which our grant was being reduced by Government. 
c. There is no tolerance band in 2012-13. It is not possible to continue with this mechanism, which was designed to avoid small changes to grant for small variations in student numbers. Our grant faces a very large reduction that we have to pass on to institutions to reflect the changing balance of their old- and new-regime student numbers.
d. To avoid cash flow problems for institutions we need to start paying grant from August 2012, before we have any certainty about the old- and new-regime student numbers involved. This requires us to have an iterative process of refining allocations as we get more certainty over the student numbers involved. The allocations we are announcing in March 2012 are therefore highly provisional, and will only be confirmed once we have received the final student data for 2012-13.
e. Targeted allocations have been reviewed and, while most will continue in 2012-13, some are being phased out. In general, 2012-13 targeted allocations continue to be made in respect of both old- and new-regime students.
32. Table B shows the disaggregation of our teaching funding for 2011-12 and 2012-13 between different elements of grant. The figures for 2011-12 incorporate adjustments to grant arising from institutions’ student numbers in the year, excluding those arising from their recruitment against the student number control. There are rounding differences within this table.
Table B HEFCE recurrent teaching grant for 2011-12 and 2012-13 (£ millions)
	 
	 
	 
	2011-12
	2012-13

	Funding for old-regime students (phase-out of mainstream teaching grant)
	3,631*
	2,390

	Funding for new-regime students in high-cost subjects
	N/A*
	145

	Targeted allocations and other recurrent teaching grants
	 
	 

	 
	Widening access for people from

disadvantaged backgrounds
	Full-time
	61
	60

	 
	
	Part-time
	68
	67

	 
	Widening access and improving provision for disabled students
	 
	13
	13

	Sub-total Widening participation
	142
	140

	 
	Improving retention
	Full-time
	173
	171

	
	
	Part-time
	53
	53

	 
	Research-informed teaching
	 
	9
	5

	 
	Institutional learning and teaching strategies
	 
	28
	14

	Sub-total Teaching enhancement and student success
	264
	243

	 
	Part-time undergraduates
	 
	66
	52

	 
	Accelerated/intensive provision
	 
	40
	39

	 
	Institution-specific targeted allocation
	 
	47
	46

	 
	Maintaining capacity in strategically important and vulnerable subjects (SIVS) following the equivalent and lower qualification (ELQ) policy
	 
	28
	14

	 
	Additional funding for very high-cost and vulnerable science subjects
	 
	23
	23

	 
	Erasmus fee compensation
	 
	N/A*
	11

	 
	Interim postgraduate taught allocation
	 
	N/A*
	39

	
	Interim allocation for London weighting 
	 
	N/A*
	19

	 
	Interim allocation for Open University new-regime students in Northern Ireland
	 
	N/A*
	1

	 
	Co-funded employer engagement
	 
	32
	14

	 
	Clinical consultants’ pay
	 
	18
	18

	 
	Senior academic general practitioners’ pay
	 
	1
	1

	 
	NHS pensions scheme compensation
	 
	5
	5

	 
	Transitional funding for ELQs
	 
	23
	11

	Sub-total other targeted allocations and recurrent teaching grants
	283
	293

	Total
	 
	4,320
	3,213


* A number of new allocations are being introduced for 2012-13, some as first interim steps for that year, pending further consideration in the next phase of the review of our teaching funding method from 2013-14 (HEFCE 2012/04). Equivalent sums for 2011-12 for these allocations are shown as N/A (not applicable) in this table, but they were provided within the £3,631 million total 2011-12 mainstream teaching grant.
33. The student number control limit will continue as the main requirement with which we will expect institutions to comply, coupled with (maximum) intake targets for undergraduate medical and dental students. Because funding is being recalculated to reflect actual student numbers (separately for old- and new-regime students), there is no need to have further targets in the funding agreement for 2012-13. 
Funding for old-regime students
34. Our funding for teaching up to 2011-12 comprised a large ‘mainstream’ element, driven by subject-related costs (comprising, at the sector level, about 84 per cent of the total) and a number of targeted allocations that reflect other additional teaching or student‑related costs. Mainstream teaching grant was significantly historically-based – the allocation for one year became the baseline for the next – but the method also had features to ensure the allocations remained consistent with the student numbers at each institution. Our calculations reflected the main variations in costs between broad categories of subject (‘price groups’) and variations in how those costs were to be met from the combination of HEFCE grant and tuition fees (reflecting the regulated fee regime for full-time undergraduates and the unregulated fees for postgraduates and part-time undergraduates). 
35. Over the next few years we are phasing out the entire mainstream teaching grant that institutions received in 2011-12, as successive cohorts of old-regime students complete their studies. 2012-13 is the first year of this phase-out, and it sees the mainstream teaching grant at the sector level reduce from £3,631 million in 2011-12 to an allocation of £2,390 million for old-regime students in 2012-13. In summary, we are allocating this using a formula of:
· 2011-12 institutional funding rates (by price group, mode and level and taking account of institutions’ London and partial completion weightings, and their position in or outside the tolerance band), multiplied by
· 2012-13 old-regime student full-time equivalents (FTEs), multiplied by
· a scaling factor (to ensure total allocations remain within budget). This scaling factor has been set (for these March 2012 allocations) at 0.99.
36. We are adopting a three-stage process to calculate and review allocations in order to balance the need to pay grant from August 2012, before 2012-13 student numbers are known, with the need to ensure, in the interests of fairness and accountability, that allocations finally reflect actual numbers of old- and new-regime students in the year. Recalculations and adjustments will apply to any allocation that has been informed by forecast student numbers for 2012-13. The three-stage process comprises: 
a. An initial allocation in March 2012, using funding rates derived from the aggregate 2011-12 Higher Education Students Early Statistics (HESES11) and Higher Education in Further Education: Students (HEIFES11) surveys completed respectively by higher education institutions (HEIs) and further education colleges; and also forecast 2012-13 student FTEs submitted by institutions in HESES11 and HEIFES11.
b. An adjusted allocation in March 2013, using funding rates derived from the final 2011-12 individualised student data reported to the Higher Education Statistics Agency (HESA) and the Data Service’s Individualised Learner Record (ILR); and also updated 2012-13 student FTEs submitted by institutions in HESES12 and HEIFES12. The scaling factor might need to be revised at this point.
c. A final allocation in 2014, still using funding rates derived from 2011-12 HESA and ILR data, but also using final student numbers from 2012-13 HESA and ILR data. Again, the scaling factor might need to be revised at this point.
37. The effect of this phasing out of mainstream teaching grant will affect institutions in different ways. Above all, the rate at which funding is phased out (and thus the scale of reduction in 2012-13) will depend on the average length of institutions’ courses and the continuation rates of their students.
Funding for new-regime students
38. Following the HEFCE 2011/20 consultation, we are providing funding, as an interim measure for 2012-13 only, in relation to new-regime students in high cost subjects only if they are in price groups A (clinical years of study) or B (laboratory-based science, engineering and technology subjects). HEFCE 2011/20 explained that the funding for these subjects would be based on the 2011-12 funding rates, subject to a reduction equivalent to the 2011-12 funding rates for price group C, to reflect the cuts to the grant available to us for such students that we expected the Government to make. The implication of this is that higher-cost subjects should not need to charge higher fees than lower-cost subjects in order to maintain reasonable resource levels. 
39. We have now calculated these funding rates using the aggregate sector data for 2011-12 reported in HESES11 and HEIFES11. These rates are £9,804 for price group A and £1,483 for price group B. As with the funding for old-regime students, these rates also incorporate a scaling factor of 0.99. In addition, we are providing London weighting at 12 per cent for inner London and 8 per cent for outer London, but not the partial completion weighting that was a feature of the 2011-12 mainstream teaching funding method. Institutions will receive income for students who withdraw through the tuition fees that they charge, including as a result of the early instalment of fee payments by the Student Loans Company.
Targeted allocations

40. Following the HEFCE 2011/20 consultation, we are continuing to provide the following non-mainstream teaching allocations in 2012-13, although the budgets for each have been reduced by 1 per cent, consistent with the scaling factor of 0.99 that has been applied to the subject-based allocations for old- and new-regime students (2012-13 budgets shown in brackets):
a. Widening access for people from disadvantaged backgrounds (£60.3 million for full-time undergraduates and £67.2 million for part-time undergraduates). These allocations reflect the recruitment and retention of students from geographical areas with traditionally low educational achievement and/or higher education participation rates. Institutions will experience changes to these allocations as a result of the updated student data that we are using: student characteristics are taken from the 2010-11 HESA individualised student record and the Data Service’s ILR and the student volume taken from 2011-12 data reported on HESES11/HEIFES11. Institutions’ share of the funding will depend on their position relative to the sector as a whole.
b. Widening access and improving provision for disabled students (£12.9 million). This is allocated to reflect the student numbers at each provider and the proportions that are in receipt of Disabled Students Allowance. Institutions will have a change to this allocation as a result of the updated student data that we are using: student characteristics are taken from 2010-11 HESA/ILR data and the student volume taken from 2011-12 data reported on HESES11/HEIFES11.
c. The component of the teaching enhancement and student success (TESS) allocation relating to improving retention (£171.3 million for full-time undergraduates and £53.1 million for part-time undergraduates). The full-time allocation reflects the main risk factors that influence the likelihood that students will not continue their studies: their entry qualifications and their age. Institutions will experience a change to this allocation as a result of the updated student data that we are using: student characteristics are taken from 2010-11 HESA/ILR data and the student volume taken from 2011-12 data reported on HESES11/HEIFES11. The part-time allocation is calculated pro rata to London-weighted part-time undergraduates reported on HESES11/HEIFES11.
d. The institution-specific targeted allocation (£46.2 million). This applies mainly to certain specialist HEIs. Except where agreed changes are being implemented for individual institutions, the 2012-13 allocation is a 1 per cent reduction compared to 2011-12.
e. Accelerated/intensive provision (£39.5 million). This is allocated pro rata to subject-weighted student FTEs on long years of study reported on HESES11 and HEIFES11.
f. Additional funding for very high-cost and vulnerable science subjects (£22.7 million). For all institutions, the 2012-13 allocation is a 1 per cent reduction compared to 2011‑12.
g. Clinical consultants’ pay (£17.9 million). For all institutions, the 2012-13 allocation is a 1 per cent reduction compared to 2011‑12.
h. Senior academic GPs’ pay (£1.0 million). For all institutions, the 2012-13 allocation is a 1 per cent reduction compared to 2011‑12.
i. NHS pension scheme compensation (£5.4 million). For all institutions, the 2012-13 allocation is a 1 per cent reduction compared to 2011‑12.
41. Following the HEFCE 2011/20 consultation, the following targeted allocations are being phased out in two instalments. For all institutions, the allocations for 2012-13 have been calculated as half those for 2011-12 and then had a further reduction of 1 per cent on the residual sum (so will be 49.5 per cent of the 2011-12 allocation):
a. Maintaining capacity in strategically important and vulnerable subjects (SIVS) following the equivalent and lower qualification (ELQ) policy (£14.0 million).
b. The component of the TESS allocation relating to research-informed teaching (£4.6 million).
c. The component of the TESS allocation relating to institutional learning and teaching strategies (£13.9 million).
42. Finally, we are making the following further changes to targeted allocations for 2012-13:
a. As a first interim step for 2012-13, pending further consideration in the review of our teaching funding method from 2013-14 (HEFCE 2012/04), we are providing additional funding for new-regime postgraduate taught (PGT) students in price groups A to C, amounting to £1,100 per FTE student. This is in addition to any funding provided through the funding method for new-regime students in high-cost subjects in price groups A and B. Our decision to support PGT provision in this way reflects the guidance in our latest grant letter from BIS that we should ‘take steps as far as possible to support postgraduate provision’, and recognises that the scope for institutions to increase PGT tuition fees may be limited because publicly funded loans are not generally available to meet upfront costs. The rate of funding reflects the basic rate of grant for PGT students in price group C provided for 2011-12, and will help to ensure that funding for PGT provision in 2012-13 is broadly maintained. The allocations for the sector total £39.2 million.
b. As an interim step, pending a full review of London weighting in the second phase of our consultation on teaching funding (HEFCE 2012/04), we are introducing an allocation to ensure that institutions do not see a reduction in London weighting for old‑ and new-regime students compared to 2011-12. The total of this allocation for the sector is £18.9 million.
c. We are creating a new targeted allocation for 2012-13 and 2013-14 to provide fee compensation in those years for students taking a whole Erasmus
 year abroad. This avoids the fee compensation previously provided within mainstream teaching grant being phased out in those years, and reflects the fact that such years abroad will generally be taken by old-regime students. The total allocation in 2012-13 is £10.7 million.
d. As an interim measure for 2012-13 only, we are providing additional funding for Open University new-regime students in Northern Ireland of £0.8 million. We are currently responsible for funding taught Open University students in England, Northern Ireland and other EU countries (those in Scotland and Wales are funded through the devolved administrations). The fee regime in Northern Ireland is not changing in the same way as in England: in particular, Northern Irish students will not be able to access tuition fee loans for part-time study and so the Open University has limited scope to increase its fees for them. This interim approach for 2012-13 will allow more time to review respective funding responsibilities for Open University students between government departments in England and Northern Ireland.
e. The targeted allocation for part-time undergraduates is being reduced from its 2011‑12 budget of £66 million in order to remove, in two instalments, the component related to the introduction of the ELQ policy (£27.2 million). The budget for 2012-13 is £51.8 million and it is allocated pro rata to part-time undergraduate FTEs reported on HESES11 and HEIFES11.
f. Funding for co-funded employer engagement is being phased out using a method that mirrors the phase-out of mainstream teaching funding – that is, reflecting 2011-12 average rates of grant multiplied by 2012-13 old-regime co-funded student FTEs and a scaling factor of 0.99. Total co-funding for 2011-12 after grant adjustments was £32.5 million, while this allocation for 2012-13 is £14.5 million. As with the phase-out of mainstream teaching grant, the impact on individual institutions will depend on their average course lengths and student continuation rates.
g. Transitional funding for ELQ students continues to be phased out as previously notified. The allocation for 2012-13 has been reduced by 1 per cent, reflecting the scaling factor that has applied to the funding for old- and new-regime students. The total for the sector is £11.1 million.
Financial implications of changes to teaching grant 

43. Although HEFCE’s grant for teaching is reducing from 2012-13, this reflects a substitution of income streams for institutions because of the increased tuition fees they will charge. We believe that the fee limits for full-time undergraduates – which are £9,000 for institutions that have an access agreement with the Office for Fair Access (OFFA) and £6,000 for those that do not – will generally be sufficient to allow institutions to maintain or increase their income, even where they face reductions in their student number control limits for 2012-13. The Government’s reforms of higher education therefore allow the sector to remain in strong financial health.
44. Table C compares notional basic rates of resource (grant plus fee income) for full-time undergraduates in each price group in 2011-12 and 2012-13. The figures for HEFCE teaching grant in 2011-12 do not include the variable partial completion weighting that we have provided, nor reflect providers’ positions in or outside the ‘tolerance band’ (that applied in our previous method). The figures for both years exclude London weighting and do not take account of where providers are having other further reductions in their HEFCE income, such as other elements of teaching grant and capital funding. Nor do they take account of where institutions have already had reductions in funding prior to 2012-13: between 2008-09 and 2011-12 HEFCE’s recurrent grant for the sector overall fell by 1.6 per cent in cash terms (8.6 per cent in real terms), though there will have been variations in outcomes for individual institutions.
Table C Notional full-time undergraduate basic rates of resource for 2011-12 and 2012-13
	Price group:
	A
(Clinical years of study)
	B
(Laboratory-based subjects)
	C
(Intermediate cost subjects)
	D
(Classroom- based subjects)

	2011-12 resources for old-regime students

	HEFCE teaching grant 
	£13,335
	£4,894
	£3,426
	£2,325

	Maximum regulated fee* 
	£3,375
	£3,375
	£3,375
	£3,375

	Total 
	£16,710
	£8,269
	£6,801
	£5,700

	 
	 
	 
	 
	 

	2012-13 resources for new-regime students

	Approximate HEFCE teaching grant 
	£9,804
	£1,483
	£0
	£0

	Maximum regulated fee 
	£6,000 - £9,000 
	£6,000 - £9,000 
	£6,000 - £9,000 
	£6,000 - £9,000 

	Total
	£15,804 - £18,804 
	£7,483 - £10,483 
	£6,000 - £9,000 
	£6,000 - £9,000 


* The maximum regulated full-time undergraduate fee for institutions without an OFFA access agreement in 2011-12 is £1,345. All higher education institutions offering full-time undergraduate provision in 2011-12 have an access agreement, but many further education colleges do not. We believe there will be greater variation between institutions from 2012-13 in the tuition fees they charge, including as a result of fee waivers. 
45. It is not possible to produce a similar comparison for part-time undergraduates, because their fees in 2011-12 are not subject to regulation and there is greater uncertainty about the fees that will be charged per FTE from 2012-13, because the overall fee limits do not vary according to intensity of study above 0.25 FTE. 
46. Our decision to provide a new targeted allocation for postgraduate taught students in price groups A to C, as a first interim step for 2012-13 pending further consideration in the next stage of teaching funding method review, means that we have broadly maintained grant rates for postgraduate taught courses, where students are not generally eligible for publicly funded student support. 
2012-13 Funding agreement requirements
47. Because teaching grant allocations will be recalculated from first principles through our three-stage process as we receive more up-to-date data, we have fewer requirements in our funding agreements with institutions than in previous years. There is no contract range or student FTE target, because the grant will be recalculated later to reflect the student numbers recruited and retained. There are three funding agreement requirements affecting student numbers for 2012-13: 
a. The student number control, applying to all institutions.
b. The medical intake target, representing the maximum intake to full-time undergraduate courses that lead to first registration as a doctor.
c. The dental intake target, representing the maximum intake to full-time undergraduate courses that lead to first registration as a dentist.

The student number control

48. We wrote to institutions on 2 March 2012 to confirm their student number control limit for 2012-13, incorporating places awarded through the margin and the outcome of any appeal. The limits for all institutions are shown on Table 4. Further changes to the limits for individual institutions may be incorporated later in the year, for example to reflect amendments to underlying data and any requests for transfers of provision between institutions. 
49. The student number control continues to apply to HEFCE-fundable students starting full-time undergraduate or Postgraduate/Professional Graduate Certificate in Education (PGCE) study in the year. However, the population covered by the control has changed for most institutions, as it now excludes students entering with qualifications equivalent to grades AAB or higher at A-level (‘AAB+ equivalent’ students). It also excludes students on medical and dental courses that lead to first registration as a doctor or dentist. However, for some specialist institutions in the performing or creative arts, which recruit primarily on the basis of audition or portfolio, the student number control population has not changed and continues to include AAB+ equivalent students. The document ‘2012‑13 Recurrent grant tables for higher education institutions: guidance’ (and the equivalent document for further education colleges), which is available on our web-site, provides details of the population covered by the student number control.
50. Our list of entry grade and qualification combinations considered equivalent to AAB at A‑level or above has been developed solely for the purpose of operating a student number control. It is not a comprehensive or exhaustive assessment of students’ prior attainment and we therefore consider it too restrictive and inappropriate to use for other purposes, such as determining the suitability for admission of individual applicants or eligibility for institutions’ own scholarship, bursary or fee waiver schemes. In setting the student number control limits for 2012‑13, we have ensured that institutions continue to have flexibility to recruit students with high grade entry qualifications that are not included in the list of AAB+ equivalences.
51. The student number control represents a maximum, not a minimum, student number for institutions. We will monitor each institution’s compliance with the student number control limit that we have specified for them. Where we find that an institution has exceeded its limit, this will result in a reduction to grant, which may be applied in the 2012-13 and/or subsequent academic years. We cannot yet specify the rate per excess student at which this grant reduction will apply. However, our grant letter from BIS of 25 January 2012 set out the principles that it will adopt in calculating the rate of grant reductions for institutions for each student recruited in excess of their 2012-13 limit. These will include:
· avoiding unanticipated pressures on government budgets

· removing any financial incentives for institutions to recruit above their permitted level

· recognising the different fees charged by institutions

· recouping an element to cover the costs of providing maintenance support.

52. BIS will provide further guidance to us on this in due course. In the meantime, institutions should plan on the basis that (as currently) the rate of grant reduction for students recruited above the student number control limit for 2012-13 will exceed any tuition fee income associated with the excess numbers. The reduction may be repeated in subsequent years to the extent that we consider the excess students recruited in 2012‑13 continue to contribute to excess student support costs at the institution. We will give institutions an opportunity to appeal for mitigation before finalising any such grant adjustment. 
53. No leeway above the limit specified for 2012-13 will apply before we seek to make grant reductions (the limit will be applied exactly). In addition, we may not count students recruited in excess of the student number control limit towards our funding of new-regime students in high cost subjects: this would apply to all years of study relating to the excess numbers recruited.
54. Initially we will monitor compliance with the student number control through the HESES and HEIFES surveys. We will also undertake further monitoring using the end-of-year HESA and ILR data for 2012-13. This may result in an additional grant adjustment, changes to any grant adjustments we have previously confirmed, or changes to any student number control limit already notified for later years.
Additional requirements on institutions that over-recruited in previous years
55. Where institutions exceeded their student number control limit for 2011‑12, and/or where they exceeded their limit for 2010-11 and did not sufficiently offset that over-recruitment in 2011‑12, they will again be required to offset the over-recruitment if they are to avoid it leading to a further grant reduction in 2012-13. Offset is achieved by recruiting below the student number control limit set. If institutions fail to offset such past over-recruitment, they will be subject to a grant reduction of £3,800 (or such other rate as BIS may specify) for each student place that has not been offset. We are no longer seeking offset in 2012-13 for over-recruitment that arose in 2009‑10. 
56. We will monitor whether offset has occurred against the same student population and limit as applies to the 2012-13 student number control. That is, for most institutions, offset will be required within the population that excludes AAB+ equivalent and medical and dental students. 
57. The exclusion from the student number control of AAB+ equivalent students means institutions (other than certain specialist institutions in the performing and creative arts) are now able to compete freely for such students and to increase their number as they wish and are able. This applies only to those students that meet the definition of AAB+ equivalent and who are not subject to other intake targets.
Implications of recruiting below the 2012-13 student number control limit

58. We will not adjust grant for institutions merely for recruiting below their student number control limit for 2012-13 (although some institutions may still have grant adjustments where shortfalls are insufficient to offset past over-recruitment, as explained above). However, if an institution recruits significantly below its student number control limit in 2012-13, this may lead to a reduction to its baseline control limit for future years. In this context, significant means by more than 5 per cent or 25 students, whichever is the larger, after adjusting the limit to take account of any offset required as a result of past over-recruitment. 
59. We excluded non-AAB+ equivalent students in SIVS from the reductions necessary to create the 20,000 margin on the condition that their numbers are maintained. We reserve the right to take further action in individual cases where institutions show significant and repeated shortfalls in non-AAB+ equivalent students in SIVS. In such exceptional circumstances, we may look to redistribute places to institutions that are better able to fill them. 
Medical and dental intake targets

60. The medical and dental intake targets are maxima and apply to all home and EU students starting full-time undergraduate (including graduate-entry) programmes that lead on successful completion to first registration as a doctor or dentist respectively. Institutions should ensure they do not exceed their intake targets: we may take further action against those that continue to do so. We will not count students recruited in excess of the medical or dental intake targets towards our funding of new-regime students in high cost subjects: this will apply to all years of study relating to the excess numbers recruited. 
2012‑13 Funding for research

Introduction to the method

61. The research funding method is designed to target funding where research quality is highest. We refer to the funding as QR grant. Research quality in different subjects (‘Units of assessment’, UOAs) is assessed periodically through the RAE, which also collects information about the numbers of research-active staff. The RAE was a peer-review exercise which produced quality profiles for those research groups that institutions chose to submit for assessment in different subject areas and was last conducted in 2008 (that exercise is referred to as RAE 2008). The RAE is being replaced by the Research Excellence Framework (REF), which will be completed for the first time in 2014. 
62. The main research funding method (known as mainstream QR) distributes grant based on the quality, volume and relative cost of research in different areas. First we determine how much funding to provide for research in different subjects, and then we divide the total for each subject between institutions. These decisions take account of the volume of research (using research-active staff numbers); the relative costs (reflecting, for example, that laboratory-based research is more expensive than library-based research); any policy priorities for particular subjects; and the quality of research as measured in the RAE.
63. In addition to mainstream QR, other allocations are made to contribute towards other research-related costs. These are:
a. Funding for research degree programme (RDP) supervision. This is allocated to reflect postgraduate research (PGR) student numbers in departments that attract mainstream QR funding, quality, the relative costs of the subjects they are studying, and London weighting.
b. Charity-related funding. Many charities support research in higher education, particularly in medical disciplines, but they are not always able to meet the full economic costs of research. We therefore provide additional funding to institutions in proportion to the London-weighted income they receive from charities for research.
c. Business-related funding. We also provide funding to support institutions undertaking research with business and industry. This is allocated in proportion to the income they receive from business for research.
d. Research libraries funding. This is additional support for five libraries which we have designated as being of national importance.
64. The total recurrent funding for research for 2012‑13, is made up of the following elements:
· £1,018 million for mainstream QR

· £32 million for London weighting on mainstream QR

· £240 million for the RDP supervision fund

· £198 million for the charity support element

· £64 million for the business research element

· £6 million for National Research Libraries.

Changes to the method for 2012‑13
65. Following the requests in our 20 December 2010 and 25 January 2012 grant letters from BIS that we should selectively fund on the basis of only internationally excellent and world-leading research, we are no longer counting activity rated 2* in RAE 2008 in our calculations of mainstream QR funding. This releases £35 million, which has been used to increase the RDP supervision fund. We are maintaining the mainstream QR quality relativities for 4* and 3* quality research at 3:1. 
66. The decision no longer to count activity rated 2* in the mainstream QR funding method has a modest knock-on effect on the distribution of grant between different UOAs, as well as between institutions. This is because we determine the amounts allocated to different UOAs on the basis of the volume of activity that counts for funding through the mainstream QR method: in excluding 2* activity there will be differential impacts on UOAs reflecting the varying proportions in each that are assessed at the 2* quality level. However, as has been our policy since 2009‑10, we have adjusted the totals for each of the 15 main panel subject groupings from RAE 2008 in order to at least maintain the relative proportion of funding for subjects in science, engineering, medicine and mathematics (RAE main panels A to G), compared to 2008‑09.
67. ‘Consultation on allocation method for postgraduate research funding from 2012‑13’ (HEFCE 2011/09) sought views from the sector on the allocation method for RDP supervision funding. It included the proposal that total RDP supervision funding should be increased by £35 million. Following this consultation we have introduced a new allocation method which is based on the amount of 3* and 4* activity as a proportion of total activity at 2* quality and above in RAE 2008. The method caps the maximum amount of funding per student FTE per annum, at 130 per cent of the level of funding provided in 2011-12. The method is described in paragraphs 75 to 79.
68. The total funding available through the business research element, the charity support fund and for research libraries has been maintained in cash terms.
69. The Research Activity Survey has been discontinued, so we are now allocating the QR charities element and RDP supervision funding based on HESA finance and student record data respectively.
Mainstream QR

70. Our research funding has always been highly selective in being targeted at areas where there is evidence of the highest quality. As explained in paragraph 65 we are changing the quality weightings in the mainstream QR method from 0.294:3:9 (at 2*, 3* and 4* levels respectively) to 0:1:3. 
71. Our first step in distributing mainstream QR is to decide how much to allocate to different subjects. The total available funding has been divided between the subject fields of the 15 RAE main panels in proportion to the volume of research in each field that has been assessed as meeting or exceeding the 3* quality level in RAE 2008, weighted to reflect the relative costs of research in different subjects. However, since 2009-10 we have adjusted the totals for each of the 15 main panels in order to at least maintain the relative proportion of funding for subjects in science, engineering, medicine and mathematics (main panels A to G) compared to 2008‑09. From 2010-11 we extended this to provide partial protection for research in geography and psychology, recognising that around half of the research activity in these disciplines returned to the RAE 2008 could reasonably be regarded as more analogous to work in science disciplines than in the other social sciences. We have continued these policies in 2012‑13. 
72. The relative cost weights remain unchanged since last year:
	
	Weighting

	High-cost laboratory and clinical subjects
	1.6

	Intermediate cost subjects 
	1.3

	Others 
	1.0


73. The next steps are to disaggregate the totals for each main panel subject group between its constituent UOAs, and then to disaggregate the totals for each UOA between institutions. For both calculations, this is in proportion to the volume of activity assessed as reaching each of the quality levels 3* and 4* in RAE 2008, multiplied by quality weights, and also taking cost weights into account where these vary within a main panel group. We apply the following weightings to research volume attributable to each RAE quality level: 
	Quality level (with abbreviated description)
	Quality weighting

	4* (Quality that is world-leading)
	3

	3* (Quality that is internationally excellent)
	1

	2* (Quality that is recognised internationally)
	0

	1* (Quality that is recognised nationally)
	0

	Unclassified (Quality that falls below the standard of nationally recognised work)
	0


74. We are continuing to provide London weighting on mainstream QR on the same basis as previously: 12 per cent of the mainstream QR for institutions in inner London and 8 per cent for those in outer London. 
RDP supervision fund
75. HEFCE 2011/09 sought views from the sector on the allocation method for RDP supervision funding. Following this consultation we are introducing a new allocation method which links RDP supervision funding to the quality of research in the providing departments
. Taking into account the responses we received to the consultation we have developed a funding method that incorporates a quality score for each department based on its quality profile produced by the RAE 2008. 
76. Our first step in determining allocations is to calculate a quality score for each department, determined as the amount of 3* and 4* activity as a proportion of total activity at 2* quality and above in its quality profile produced by the RAE 2008. 
77. For each eligible department, PGR FTEs, derived from HESA data for 2010-11 and earlier years, are weighted to reflect London weighting, the cost weightings given in paragraph 72 and the quality score. We then distribute the total available funding pro rata to these weighted FTEs. For each UOA the allocations thus determined are then divided by London-weighted FTEs to calculate an initial rate of funding per London-weighted FTE.
78. The next step is to apply a cap of 30 per cent above the 2011‑12 RDP funding rate in each cost band to the initial rate of funding per London-weighted FTE. While we aim to incentivise the supervision of PGR students in high quality research environments we are mindful this element in our grant is designed explicitly to support the education of all of the students counted in the allocation. We have therefore introduced a cap on the maximum amount of funding per London-weighted FTE to limit the differentials in the rate of funding per student within a cost band. 
79. Final rates of funding per London-weighted FTE are calculated to ensure that the full budget is allocated. These final rates of funding are then multiplied by London-weighted PGR FTEs to determine RDP supervision fund allocations.
80. The budget for RDP supervision has been set at £240 million, an increase of £35 million compared to the amount allocated in 2011‑12. We require all institutions, as a condition of grant, to comply with Section 1 of the Quality Assurance Agency for Higher Education (QAA) code of practice on postgraduate research programmes
, in respect of those departments that attract RDP supervision funding.
Other elements of QR

81. The budget for the charities element of QR has been set at £198 million – the same cash level as was provided in 2011‑12. The allocation is made in proportion to the average amount of eligible London-weighted income from charities reported for 2009‑10 and 2010‑11 on the HESA finance statistics return. 
82. There has been no change to the allocation method for the business research element of QR. The budget has been set at £63.7 million – the same cash level as was provided in 2011‑12. 
83. Total funding for research libraries has also been maintained in cash terms at £6.5 million. This funding is allocated to five HEIs maintaining libraries that we have designated as being of national importance. 
Knowledge exchange/HEIF
84. Higher Education Innovation Funding supports knowledge exchange activities in HEIs and strengthens links with businesses, public services, communities and the wider public in order to increase economic and social impact. Allocations for 2012‑13 were announced in ‘Higher Education Innovation Funding 2011-12 to 2014-15’ (HEFCE 2011/16). The total for the 2012‑13 academic year remains £150 million.
Moderation funding

85. In previous years we provided a formula-based allocation of moderation funding to smooth year-on-year changes in total recurrent grant for teaching and research, and ensure changes remained manageable for institutions. Given the nature of the funding changes, we are not providing such a formula-based allocation for 2012‑13. 
86. The HEFCE Board decided that a formula-based allocation of moderation funding is not appropriate because significant changes in HEFCE recurrent funding will result from the progressive shift of HEFCE teaching grant to meet the increased cost of publicly funded loans for higher tuition fees. The speed of transition for individual institutions will depend on the average length of their courses and the continuation rates of their students: those with shorter average course lengths will move more quickly to the new funding environment. The overall impact on institutions will depend on:
a. The extent to which they are able to compensate for the loss of HEFCE grant by charging higher fees (after waivers).
b. The extent to which they are able to maintain, or increase, student numbers.
c. Their ability to attract funding from other sources, including other HEFCE grants such as for research.
d. The strength of their balance sheet, in particular their cash position.
87. As part of our institutional risk monitoring, we will consider, on an exceptional, case-by-case basis, whether any institution should receive further non-recurrent funding to support a smooth transition to the new finance arrangements. In such exceptional circumstances, the relevant HEFCE regional consultant will contact the institution. In considering the case for such exceptional support, we will be mindful of not undermining competition between providers.
Non-recurrent grant (earmarked capital and special funding)

88. We aim to provide as much as possible of our funding for learning and teaching, widening participation, research, and knowledge exchange through the core/block grant. Further non-recurrent funding, in the form of special funding and earmarked capital, is provided for specific purposes and to promote change that cannot easily be achieved through other routes. 
Earmarked capital
89. Most of our earmarked capital is allocated by formula, the two main elements being the Learning and Teaching Capital Investment Fund and the Research Capital Investment Fund. Capital is provided on a financial year basis. Earmarked capital has been reduced by £34 million for the 2012-13 financial year from £299 million to £265 million. This total includes some agreed reprofiling of research capital between financial years and some additional capital funding for high performance computing. Our 2012 grant letter from BIS provides an indicative allocation for 2013-14 of £160 million.
90. Universities and colleges were informed of the amounts of Research Capital Investment Fund (RCIF) being re-profiled into 2011-12 in ‘Bringing forward Research Capital Investment Funding (RCIF2) from 2012-13 to 2011-12’ (HEFCE Circular letter 01/2012). Our grant letter from BIS also confirms other changes to the profile of research capital which impact on the RCIF: an overall increase of £20 million in 2012-13 and reductions of £53 million in 2013-14 and £17 million in 2014-15. However the total amounts allocated to RCIF have not changed. We will inform universities and colleges separately about changes to the timing of future payments over 2012-13 to 2014-15.
91. We have increased the funding in 2012-13 for the Teaching Capital Investment Fund from £53 million to £57 million. Universities and colleges will be advised of changes to their allocations and profiles shortly. 
92. We have maintained our commitment to helping universities and colleges reduce their carbon emissions, by increasing the funding for the second round of the Revolving Green Fund to £6 million.
Special funding
93. We allocate a small proportion of our total funding to support special funding programmes, to promote specific policies or to contribute towards additional costs for institutions that are not recognised through our recurrent funding methods (such as support for national facilities). 
94. For the 2012-13 academic year we are allocating £125 million in special funding. This is significantly less than in previous years (£208 million in 2011-12 and £330 million in 2010-11), and continues the Board’s intention to channel funding through core routes wherever possible. 
95. Despite these reductions we have maintained investment in museums, galleries and collections and in the Joint Information Systems Committee, and have made available discretionary funding for a new Catalyst Fund. 
96. The distribution to institutions of special funding and earmarked capital is not shown in this publication. Table 3 shows a breakdown of non-recurrent funding, comprising special funding and earmarked capital, between the different programmes. These allocations are grouped by HEFCE strategic aim, as set out in ‘HEFCE business plan 2011-2015’ (HEFCE 2011/34).
Conditions of grant
97. Our grants to institutions are conditional on the funds being used for the eligible activities set out in section 65(2) of the Further and Higher Education Act 1992. The conditions of grant that apply to funding are given in ‘Model financial memorandum between HEFCE and institutions’ (HEFCE 2010/19). 
98. In July we will send institutions their funding agreement for 2012‑13. This will form Part 2 of the Financial Memorandum between HEFCE and each institution. This will specify particular conditions attached to our teaching funding, including the student number control limit, and the medical and dental intake targets. All conditions of grant and funding agreement requirements, including the student number control and the provision of data, apply to the institution and its subsidiary undertakings, as defined in the Companies Act 1985 and revised by the Companies Act 1989 and 2006.
99. Institutions should note the guidance on pay in our grant letter from BIS that ‘it is essential that the sector exercise effective pay restraint, at a time when there is currently a pay freeze in place across other sectors in receipt of public funding, and for those other sectors the Chancellor has announced 1 per cent restrictions on pay increases for the remainder of this spending period’.
100. The Secretary of State expects institutions not to charge qualifying persons on qualifying courses more than a prescribed amount in tuition fees. Qualifying courses and persons have the meaning prescribed in the Student Fees (Qualifying Courses and Persons) (England) Regulations 2007, as amended
:
a. The prescribed amounts for 2012-13 for students starting their full-time courses before 1 September 2012 reflect provisions in the Higher Education Act 2004 and are subject to overall limits set out in the Student Fees (Amounts) (England) Regulations 2004
 as amended by Regulation 3 of the Student Fees (Basic and Higher Amounts) (Approved Plans) (England) (Amendment) Regulations 2012
. For these courses, the basic amount is £1,380 (£680 where regulation 5 of the Student Fees (Amounts) (England) Regulations 2004 applies) and the higher amount is £3,465 (£1,725 where regulation 5 of the Student Fees (Amounts) (England) Regulations 2004 applies). 
b. For new students starting full-time courses on or after 1 September 2012, the prescribed amounts are subject to overall limits that are set out in the Higher Education (Basic Amount) (England) Regulations 2010
 and the Higher Education (Higher Amount) (England) Regulations 2010
, as amended by Regulations 4 and 5 of the Student Fees (Basic and Higher Amounts) (Approved Plans) (England) (Amendment) Regulations 2012.
c. Prescribed fee limits for students starting part-time courses on or after 1 September 2012 are being introduced for the first time. The basic and higher amounts for these courses for the 2012-13 academic year, £4,500 and £6,750 respectively, are set out in the Higher Education (Basic Amount) (England) Regulations 2010 and the Higher Education (Higher Amount) (England) Regulations 2010, as amended by Regulations 4 and 5 of the Student Fees (Basic and Higher Amounts) (Approved Plans) (England) (Amendment) Regulations 2012. 
101. HEFCE Circular letter 15/2006, ‘New condition of grant about tuition fees and access agreements’, sets out the arrangements for 2006-07, which also apply in 2012-13 subject to the updated prescribed fee limits and the revised definitions of qualifying persons and qualifying courses set out in legislation.
102. The additional funding for very high cost and vulnerable science subjects within teaching grant is also subject to separate conditions of grant. These are described in HEFCE Circular letter 13/2007, ‘Additional funding for very high cost and vulnerable laboratory-based subjects’.
103. Funding for RDP supervision is also subject to a separate condition of grant. We require all institutions to comply with Section 1 of the QAA code of practice on postgraduate research programmes
 in respect of those departments that attract RDP supervision grant.
104. Our Financial Memorandum and funding agreement with institutions contain sections on providing information. These information requirements are part of the terms and conditions attached to the funding for 2012‑13. Details are contained in ‘2012‑13 Recurrent grant tables for higher education institutions: guidance’ and the equivalent document for further education colleges, which were provided to institutions on 19 March 2012.
Audit of funding and student number data
105. Data collected from institutions inform our allocations of student numbers, recurrent funds for teaching and research, and some non-recurrent allocations in response to specific initiatives. We will continue to audit these data selectively in this and future funding exercises, through audit visits. We will also use data which institutions provide to HESA, the Data Service, and other data sources, to verify the data sent directly to us. We will use the outcomes of data audits to review funding and student number allocations both for the year in question and all subsequent years. We reserve the right to review allocations for the most recent seven-year period. 
106. If we find, either through reconciliations with HESA, Data Service, or any other source of data, or any data audit, that erroneous data have resulted in institutions receiving incorrect allocations, we will adjust their allocations accordingly (subject, where appropriate, to the appeals process and the availability of our funds).
107. We will seek assurances from accountable officers and audit committees about the management and quality assurance arrangements for data submitted to HESA, HEFCE and other funding bodies. This is imperative in order to improve the reliability of data, which is crucial for the efficiency of our funding and student number allocations and to reduce the number of significant adjustments arising from data corrections. Further guidance for audit committees on data assurance can be found at www.hefce.ac.uk/finance/assurance/guide/arrange.asp.
Further information 

108. Institutions requiring further information should contact their HEFCE higher education policy adviser. Contact details are available from www.hefce.ac.uk/aboutus/cop/contact. 
Annex A Descriptions of columns in Tables 1, 2 and 4
Table 1
Recurrent grant for academic year 2012‑13
1. Funding for old-regime students (mainstream) shows subject-based funding for old-regime students who commenced their studies before 1 September 2012. 
2. Funding for old-regime students (co-funding) shows subject-based funding for old-regime employer co-funded students who commenced their studies before 1 September 2012. 
3. High cost funding for new-regime students shows subject-based funding for new-regime students in high cost subjects (price groups A and B). 
4. Widening participation shows allocations of funding for teaching to recognise the extra costs associated with recruiting and supporting students from disadvantaged backgrounds currently under‑represented in higher education (£128 million), or widening access and improving provision for disabled students (£13 million).

5. Teaching enhancement and student success shows allocations of funding to recognise the extra costs associated with: improving the retention of students most at risk of not completing (£224 million); research-informed teaching (£5 million); and institutional learning and teaching strategies (£14 million).

6. Other targeted allocations comprise funding for:

a. Part-time undergraduates (£52 million).

b. Accelerated/intensive provision (£39 million).

c. Institution-specific costs (£46 million).

d. Very high-cost and vulnerable science subjects (£23 million).

e. Maintaining capacity in SIVS following the ELQ policy (£14 million).

f. Erasmus fee compensation (£11 million).

g. Interim allocation for London weighting (£19 million).

h. Interim postgraduate taught allocation (£39 million).

i. Interim allocation for Open University new-regime students in Northern Ireland (£1 million).

7. Other recurrent teaching grants comprise funding for:

a. Clinical academic consultants’ pay (£18 million).

b. Senior academic GPs’ pay (£1 million).

c. NHS pensions scheme contribution (£5 million).

d. Transitional funding for ELQs (£11 million).

Research funds

8. Total research funding comprises:

a. Mainstream quality-related research (QR) (£1,018 million).

b. London weighting on mainstream QR (£32 million).

c. Research degree programme (RDP) supervision funds (£240 million).

d. QR charity support fund (£198 million).

e. QR business research element (£64 million).

f. QR funding for national research libraries (£6 million).

Higher Education Innovation Funding
9. Higher Education Innovation Funding supports knowledge exchange activities in HEIs and strengthens links with businesses, public services, communities and the wider public in order to increase economic and social impact. 
Table 2
Comparison of 2011-12 and 2012-13 quality-related research (QR) funding 
10. Table 2 provides a comparison of 2011‑12 and 2012‑13 allocations for Mainstream QR (including London weighting), QR RDP supervision fund and Other QR. The comparison figures for 2011‑12 are the allocations announced in HEFCE 2011/31, amended to reflect the findings of data audit. 
11. Other QR comprises QR charity support fund, the QR business research element, and QR funding for National Research Libraries.
Table 4
Student number control limits for 2012-13 and comparison with 2011‑12
12. Total student number control limit for 2012-13. Institutions were informed of these limits on 2 March 2012. For most institutions these limits reflect the new population that excludes medicine, dentistry and AAB+ equivalent students. For some specialist institutions in the performing or creative arts, which recruit primarily on the basis of audition or portfolio, the student number control population has not changed and continues to include AAB+ equivalent students.
13. Of which, places awarded through the margin. This shows the award of places through the margin bidding exercise invited in HEFCE 2011/30. 
14. Estimated number of students no longer subject to the student number control. This includes the numbers of medicine/dentistry students and the numbers of AAB+ equivalent students that we have removed in setting the 2012-13 student number control limits. It also includes a further 4,000 students, representing our estimate of the increase in the AAB+ equivalent student population in 2012-13. These 4,000 have been attributed, for the purpose of this comparison, pro rata to the AAB+ equivalent student numbers that we identified at each institution.
15. Implied total for 2012-13 is the sum of ‘Total student number control limit for 2012-13’ and ‘Estimated number of students no longer subject to the student number control’. This provides a notional comparison figure with the 2011‑12 limits on the basis that each institution is able to maintain their share of AAB+ equivalent and medical/dental students in 2012‑​13. We would expect that the final outcome for institutions may vary significantly from this notional figure including as a result of the increased competition for AAB+ equivalent students.
16. 2011-12 Student number control limit shows the final limit set for 2011‑12.
17. Difference to 2011-12 is ‘Implied total for 2012‑13’ less ‘2011‑12 Student number control limit’.
18. Implied percentage change is the difference in the previous column expressed as a percentage of the ‘2011‑12 Student number control limit’.
Annex B Tables 1-4
Table 1 Recurrent grant for academic year 2012‑13
Table 2 Comparison of 2011‑12 and 2012-13 quality-related research (QR) funding 
Table 3 Non-recurrent funding for 2012‑13
Table 4 Student number control limit for 2012-13 and comparison with 2011-12
Tables 1 to 4 are available to download as separate Excel files alongside this document at www.hefce.ac.uk/pubs. 
List of abbreviations
	BIS
	Department for Business, Innovation and Skills

	ELQ
	Equivalent or lower qualification

	FEC
	Further education college

	FTE
	Full-time equivalent

	HEFCE
	Higher Education Funding Council for England

	HEI
	Higher education institution

	HEIF
	Higher Education Innovation Funding

	HESA
	Higher Education Statistics Agency 

	ILR
	The Data Service’s Individualised Learner Record

	PGCE
	Postgraduate/Professional Graduate Certificate in Education

	PGR
	Postgraduate research

	PGT
	Postgraduate taught

	QR
	Quality-related research

	RAE
	Research Assessment Exercise

	RCIF
	Research Capital Investment Fund

	RDP
	Research degree programme

	TESS
	Teaching enhancement and student success

	UOA
	Unit of assessment


This document summarises our provisional allocations of recurrent funding for teaching and research, and the setting of student number control limits for institutions, for academic year 2012-13.
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� Erasmus is the European Union’s Action Scheme for the Mobility of University Students, part of the EU’s Lifelong Learning Programme. Students taking a whole year abroad under the scheme are subject to a zero tuition fee, with HEFCE providing compensation to their home institution for the ‘half fee’ that would otherwise be chargeable.


� The term ‘department’ means a group of staff and their research activity returned in a single submission within one subject UOA, irrespective of whether this is identified as a single administrative unit within the institution.


� The ‘Code of practice for the assurance of academic quality and standards in higher education’ is available from �HYPERLINK "http://www.qaa.ac.uk/AssuringStandardsAndQuality/code-of-practice"�www.qaa.ac.uk/AssuringStandardsAndQuality/code-of-practice�. The QAA is currently consulting on a successor to Section 1 of the code and expects to publish its replacement as Part B, Chapter 11 of the ‘UK Quality Code for Higher Education’ in summer 2012.


� Statutory Instrument 2007/778, as amended, at the time of writing, by Statutory Instruments 2007/2263, 2008/1640 and 2011/87; all Statutory Instruments are available at �HYPERLINK "http://www.legislation.gov.uk"�www.legislation.gov.uk�.


� Statutory Instrument 2004/1932.


� Statutory Instrument 2012/433.


� Statutory Instrument 2010/3021.


� Statutory Instrument 2010/3020.


� The ‘Code of practice for the assurance of academic quality and standards in higher education’ is available from �HYPERLINK "http://www.qaa.ac.uk/AssuringStandardsAndQuality/code-of-practice"�www.qaa.ac.uk/AssuringStandardsAndQuality/code-of-practice�. The QAA is currently consulting on a successor to Section 1 of the code and expects to publish its replacement as Part B, Chapter 11 of the ‘UK Quality Code for Higher Education’ in summer 2012.
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