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	summary OF REPORT:   

The LA has undertaken a review of the Scheme for Financing Schools.  This report highlights the proposed changes to the Scheme and seeks Schools’ Funding Forum approval for the updated Scheme as set out in Appendix 1


Background

1. The Finance Scheme is the statutory document that governs the relationship on “all matters financial” between the Local Authority (LA) and schools in Kent.  It does not apply to Academies.  It is the umbrella document that contains the key rules and regulations which all other finance guidance feeds from.  
2. The Scheme was last approved by this Forum in November 2009 and has subsequently been updated on three occasions for cosmetic or clarification purposes.

3. Since its last update, there have been two key events that require us to review and change the scheme.  
a. The first relates to the decision by this Forum at its last meeting, and a more detailed discussion at the Forum Executive meeting on 26 May 2011, to further restrict the arrangements for schools to go overdrawn at the bank and require them to apply for with a cash flow loan if the financial situation short of long term requires it.
b. The second relates to the publication of some changes, by the Department for Education, to the model scheme.  
4. As a result of both of these, the Local Authority has undertaken a review and is proposing a number of changes to the Scheme which require the approval of this Forum.

Summary of Scheme Changes
5. Attached at appendix 1 is a copy of the amended Finance Scheme for your information.  All changes are highlighted in a different colour (using the track changes option in Microsoft Word).  The significant changes are highlighted below:

	Section
	Description of change

	1.4
	Revision of the scheme
Approval of scheme changes – removal of reference to the Secretary of State and inclusion of the School’s Funding Forum role 

	2.4
	Best value
Removal of the requirement for schools to submit a statement of Best Value with their budget plan.  Reworded section to emphasise importance of schools achieving value for money.

	2.13
	Spending for the purposes of the school
Clarification and updating definition of eligible expenditure for the “purposes of the school” to include pupils at other maintained schools and community facilities.

	2.15
	FMSiS 

Section removed following Secretary of State announcement on 15 November 2010.

	3.5 & 3.5.1
	Bank and building society accounts
Clarification on external bank accounts and if schools have these what information is required by the Local Authority 

	3.6
	Borrowing by schools
Clarification of when borrowing or going overdrawn is allowed 

	4.5
	Planning for deficit budgets
Clarification of what happens if school has an unplanned deficit

	4.6
	Charging of interest on deficit balances
Re-wording of section which takes account of the changes above in sections 3.5, 3.6 and 4.5

	4.8
	Balances of closing and amalgamating schools

Amendment to balances of closing schools to reflect the provisions of the Academies Act 2010.

	4.9
	Loan Scheme
Re-wording of how revenue loans to cover a cash shortage caused by a budget deficit, or a temporary cash-flow shortfall will be managed.

	6.2
	Circumstances in which charges may be made
6.2.8 – Inclusion of the Environment Agency in the list of regulatory bodies, to reflect their role in the Carbon Reduction Commitment scheme.  This enables the LA to pass through to schools any costs arising from non-compliance with the scheme.

6.2.19 – New section which enables Local Authorities to charge schools for costs incurred as a result of a school withdrawing from a cluster arrangement. 

	7.2
	Construction Industry Scheme

Removal of section - schools are now outside of the new CIS for all construction work.

	11.6
	Right of attendance for Chief Finance Officer
Strengthened wording on CFO’s right to attend relevant governing body meetings.

	11.12
	School Meals

Removal of section on school meals as not relevant to a finance scheme.

	11.13
	Redundancy/early retirement costs

New section clarifying that the Local Authority will normally fund the costs of redundancy/early retirement, except in certain circumstances. 

	12
	Community Facilities
Various improvements in line with change that now allows schools to use delegated budget to support community facilities (as per 2.13 above)


Recommendation

6. Members of the Forum are asked to approve the changes to the Finance Scheme as detailed in this report and appendix 1
