Item 8 - Any Other Business

Proposed changes to schools PFI funding

We are proposing to make a change to the PFI contributions from schools and require Forum approval.  

Currently KCC recovers two contributions from PFI schools.  

The first is known as the schools contribution and is calculated using a formula that is set out in detail in the governing body agreement.  In its simplistic form, the schools contribution consists of the premises related funding that any school receives through its delegated formula budget, and since these costs no longer fall on the school, as these services are all included within the PFI contract, we recover them to help offset the contract cost.
The second is known as the KCC contribution and relates to the shortfall in the PFI contract after receiving the schools contribution and the PFI credits from the Department of Communities and Local Government.  The shortfall is substantial and is funded from a DSG top slice which this Forum has previously approved.  At the moment we give this funding to PFI schools through the delegated formula budget as an additional specific amount and this is fully recovered from them during the year.  There is no financial advantage or disadvantage to the school from this process, and it was done this way for technical reasons around the central expenditure limit.
Looking forward, KCC needs to ensure that it continues to receive both the schools contribution and the KCC contribution so that no liability falls on Kent residents/tax payers.  With the likely possibility that PFI schools convert to academy status at some point later this year we need to consider these arrangements to ensure that KCC’s interests are protected, and the full contract liability can be met.  

With regards to the schools contribution, the liability will transfer to the academy and be written into the Commercial Transfer Agreement.     For the KCC contribution, we are proposing to retain this funding and hold it in schools unallocated budget.  This has the effective of removing it from the schools delegated budget, retaining it within KCC, and resolving the sticky legal issue of how to build in the future transfer of this funding back to Kent after a school has converted to an academy.  There is no financial advantage or disadvantage to schools or KCC from this change in arrangements.  

Required

The Forum is asked to approve the transfer of the PFI KCC contributions from schools delegated budget and into schools unallocated budget from 1 August 2011. 
Simon Pleace 

24 June 2011
