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	summary OF REPORT:   

The LA has undertaken a top to bottom review of the Scheme for Financing Schools.  This report highlights the principles behind the review, 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 (not Academies).  It contains the key rules and regulations that all other LA finance guidance to schools feed from.  
2. The Scheme was last updated in May 2007 following the directed changes by the DCSF around Financial Management Standard in Schools, Notice of Concern, 3 Year Budgets and Balance Control Mechanism (BCM).  At that time the only other changes that were made were cosmetic e.g. job titles.
3. Since its last update, the LA with Schools’ Funding Forum (SFF) approval, have made a number of policy changes (e.g. the new BCM process) which has prompted the need to undertake a detailed review of the Finance Scheme.
4. The LA currently has a separate “Finance Scheme for Community Facilities and Services Provided by Schools” finance scheme. 

5. Any changes to the Finance Scheme require Schools’ Funding Forum approval.
Key Details

6. The review has been undertaken with the following principles in mind:

a. To integrate the Finance Scheme for Community Facilities and Services Provided by Schools into the main Finance Scheme.

b. The Scheme should reflect current policy and practice both Nationally (through updated regulations) and in Kent (through changes agreed to the Schools’ Funding Forum)
c. The Scheme should reflect national principles, as per the DCSF model Finance Scheme (where it makes sense to do so)
d. The Scheme should contain links to other LA guidance
e. The  Scheme should remove unnecessary wording to improve the readability of the document

7. 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

	2.1.2
	Provision of financial information and reports

Making it a requirement for schools to report to governors the same monitoring information that is submitted to the LA

	2.3
	Submission of budget forecast plans

Making it a requirement for the Full Governing Body (or delegated committee) to approve the schools 3 year plan.
Making it clear that the schools 3 year plan must be in balance in each of the three years (unless agreed with the LA).   

	2.4
	Best Value

Update the “Best Value” section to reflect current guidance to schools as per FMSiS

	2.5
	Virement

Improve the wording of budget virements to ensure virements are made in accordance with the schools agreed policy 

	2.14
	Capital spending from budget share

Making link to new BCM rules

	2.16
	Statement of Internal Control (SIC)

New section – stating requirements as part of achieving FMSiS

	3.5
	Bank and building society accounts
Making it clear that schools are only allowed one bank account (if in the KCC corporate bank scheme).  If not in the scheme, only one additional account for investment purposes is allowed but it must only be accessible by the current account.

	3.6
	Borrowing by schools
Making it clear that schools cannot enter into finance leases or hire purchase agreements

	4.2
	Control on surplus balances (BCM)
Updated the wording to reflect the new BCM arrangements

Removed the link to allow schools to carry forward 5/17ths Standards Funding in addition to their normal BCM limits

Adding section which states that if after the year end a schools year end position was deemed to be incorrect then the LA has the right to re-calculate and reconsider against the BCM criteria.

	9
	PFI
Updated wording to accurately reflect current practice in Kent (as per LA/governing body agreement and Schools Funding Forum decisions on funding PFI)

	12
	Community Facilities
This section reflects the integration of the community facilities scheme into the main scheme 

	12.21
	Deficits from Community Facilities

Making it a requirement for schools to cover any deficit on community facilities from their School Standards Grant

	13
	Responsibility for Repairs and Maintenance

Improved the wording to reflect LA position on funding repairs and maintenance (as discussed with the Forum at previous meetings on this matter)


Recommendation

8. Members of the Forum are asked to approve the changes to the Finance Scheme as detailed in Appendix 1
