GUIDANCE 2009-2010 – DEVOLVED FORMULA CAPITAL


DEVOLVED FORMULA CAPITAL GUIDANCE for 2009-2010
Important Changes to note for 2009/10 :

1. The guidance notes below have been updated to reflect the changes made by the Department for Children, Schools and Families (DCSF) in March 2009 and the changes shown in the introduction section of these notes relating to the  Landlord/Tenant split of maintenance responsibilities. The School Funding Forum has agreed that the current responsibility threshold be changed from Primary Schools £6,000 and Secondary £16,000 to £7,500 and £20,000 respectively.
2.  The DCSF, in March 2009, announced that they would be advancing Schools an additional 40% funding in 2009/10 in respect of their 2010/11 allocations. The intention of this additional funding is to both benefit Schools, by allowing projects to be brought forward and the local community during the current difficult economic conditions'. Please note - there will be a corresponding reduction in your 2010/11 allocation.
The Devolved formula capital grants are a government initiative aimed at improving the learning environment and allowing schools more freedom to respond to local needs and priorities.  These Funds are intended to be used on highest priority items identified in the Asset Management Plan process, to improve building stock and accommodation.  

The Devolved formula capital grants are calculated on a per pupil basis, with the addition of a lump sum and almost every school is entitled to a devolved allocation (unless the school has had its delegated budget withdrawn).  Schools will be able to roll forward entitlement over a maximum of three years.  

All Community, Foundation, Voluntary Controlled, Special, Voluntary Aided Schools, Pupil Referral Units and Nursery Schools are entitled to receive an allocation of Formula capital grant 

Schools will be expected to fund any capital maintenance project listed in the condition survey report as costing less than £ 7,500 in primary and special schools, or £ 20,000 in secondary schools from their Devolved formula capital grant unless more than twice the annual allocation is already being spent by an individual school, in which case the school can appeal to the LEA to meet the cost of the project from central budgets. Schools will be notified of their list of projects below these thresholds under category D1 of the Condition Survey.

Introduction

1. This technical note sets out the principles and parameters within which DFC should be used, and highlights changes from 2007-08.  It has been kept deliberately brief, to enable local authorities schools and sponsors to solve marginal issues locally without recourse to detailed instructions from DCSF.   
2. The purpose and uses of DFC remain unchanged compared with 2007-08.  In addition, the amount of DFC in respect of schools which have not been modernised remains unchanged.  The rules have been simplified in respect of schools that are or have been modernised. 
3. In particular, short-term abatement of DFC in respect of schools in Building Schools for the Future and other large programmes has been discontinued.  From 1 April 2008, unmodernised schools are allocated higher rate DFC, calculated at the 2007-08 rate.  Modernised schools receive 50% of the higher rate DFC, i.e. standard rate DFC.  The allowance for special educational needs is now provided via the Schools Access Initiative.

4. The Department expects local authorities and other bodies to implement proper levels of control as regards regularity, propriety and timeliness of expenditure, and to provide appropriate advice to schools to ensure they have good systems in place.  In particular, DFC must be spent on capital, and within time limits. 

Purpose of  DFC

5. This capital grant is allocated direct to schools, although for administrative efficiency it may first be paid through local authorities. It is for schools’ own use. Local authorities, and any agencies who act on their behalf, cannot withhold payment without the voluntary agreement of the school.   It can be combined with schools’ other resources, or LA funding.  

6. Schools can, unless informed otherwise, use DFC for any capital purpose.  See schools capital general aims and objectives, for further information.  

7. In prioritising need schools should consider their longer term responsibilities. They are urged to develop their own strategic asset management plan.  

8. Priorities should take account of national policies, and align with their local authority’s asset management plans.
9. DFC is also intended to allow schools to invest in ICT equipment.  It is entirely up to schools to decide what proportion of their DFC grant should be spent on ICT, and the Department does not calculate indicative figures.  Accumulated DFC from earlier years can also be spent on ICT.  
Basis of allocation

10. This grant is distributed to eligible schools by the Department’s Standards’ Fund payments system, via local authorities.  Also, direct to Academies. The Department pays grant directly to VA schools, into an account which they have nominated. Separate guidance has been issued in respect of Academies. 

11. Allocations are calculated in accordance with the table below:

	Figures in £
	Per School (lump sum)
	Per Primary Pupil
	Per Secondary Pupil
	Per boarding pupil, PRU pupil or special school pupil

	Higher rate

2008-11
	£18,500
	£63.00
	£94.50
	£189.00

	Lower rate

2008-11
	£9,250
	£31.50
	£47.25
	£94.50  


12. VA schools will receive 90% of these rates.

13. The higher SEN rate is no longer allocated to statemented pupils in mainstream schools, and the £15 million saved has been transferred to the Schools Access Initiative allocation.

14. Allocations reflect pupil numbers - FTE equivalents - updated from the (PLASC) school census data.  The allocations for 2009-10 reflect January 2008 census data, and those for later years will reflect each successive census.   Where pupils are part-time in primary schools, they will be counted as half and added together scoring as full time equivalents. 
15. Numbers are calculated on a full time equivalent basis (FTE). The FTE for all schools except pupil referral units (PRU) include both sole and dual (main) registered pupils.  For PRUs, the FTE is only calculated in respect of sole registered pupils.

16. LAs must remit DFC to eligible schools as soon as they receive funding from the Department, on the basis of the national formula quoted above: 

17. Schools should be notified of their exact allocations by the LA as soon as practicable. LAs should transfer the funding into school bank accounts (unless a school agrees otherwise) as soon as the allocation has been paid by the department. LAs receive this grant quarterly, so schools should expect a quarterly payment. 

18.  Maintained nursery schools and PRUs should be treated in a similar manner to other schools.  VA schools will receive their DFC in two instalments, usually in May and July. From 2008-09, and subject to some transitional provisions, Academies receive DFC direct from the Department.

19. All pupils in special schools, boarding schools and PRUs attract the higher per pupil rate. 

20. The LA should take into account the fact that allocations to PRUs exclude pupils who are registered both at these schools and at another school. In these cases, LEAs have flexibility in making allocations, and we suggest that the LA allocates funding to the establishment where pupils spend most of their time.

21. Where current numbers differ from the PLASC numbers used to calculate DFC, e.g. due to reorganisation or changes in population, we rely on authorities to implement a commonsense and fair solution.  This includes, where relevant, passing on funds to schools which have recently become academies where funding has been allocated to its predecessor.  Separate guidance has been issued regarding the payment of DFC to Academies.  
Schools in federation

22. Where schools join in a federation they are still regarded as separate schools and are allocated funding on this basis.  Decisions on prioritisation of investment will be made by the governing body of the federation but, over time, we would expect all schools in a federation to benefit from DFC.

Closing schools
As should agree with schools due to close how much, if any, DFC should be provided.  This should be limited to essential expenditure, e.g., remedying defects to achieve disposal.  It is then up to the LA to decide how the surplus should be reallocated across its schools estate. 


Schools Sustainable Travel Grant
Additional capital funding is available for schools which have authorised travel plans in place. This additional one-off funding is aimed at supporting the investment needs of these plans, and will be delivered as additional devolved formula capital.

Higher and standard rate allocation

23. The policy to 2007-08, whereby DFC was abated for a period in respect of new schools or schools in large building programmes, changed with effect from 1 April 2008.

24. From 2008-09, all unmodernised schools are entitled to a higher rate of DFC.  Modernised schools are entitled to a permanent standard rate of DFC, which is 50% of the total higher rate DFC figure.  Modernised schools are new schools or those which, in the ten year period ending 31st March 2007, have had 80% or more of their floor area modernised. Once a school is categorised as modernised, it retains this status in future years.
25.  Schools in BSF projects have been abated in the year following the beginning of the first year of the project.  This was to limit abortive spend where schools were shortly to be renewed.  Now, from 2008-09, abatement no longer applies to any category of school.  Instead, schools will move to a standard rate (from the higher rate) after the investment in their buildings is completed.  
26. We suggest that, to avoid abortive investment in the years between a school being prioritised in a BSF project and its completion, there should be careful common sense consideration between the school and the LA about how much of the school’s higher rate DFC allocation should be used during this period and how much should be saved by the school for future capital needs.       

27. Information will be collected periodically from every LA to determine which schools are unmodernised or modernised

28. The calculation of DFC for Academies follows the same principles as for other categories of school.  Separate guidance has been issued to Academies, including on transitional provisions.
Eligible expenditure, and rollover 

29. Besides schools infrastructure used directly for teaching and for meals, DFC can be used a) to improve the social, recreational and staff areas, b) to invest in assets which can, as well as for schools’ own use, be used outside normal hours and achieve a wider community benefit. E.g. childcare and sports provision. 
30. DFC can only be used for capital expenditure. In general terms, DFC can be used for a) structural improvements to buildings, fixtures and fittings b) the purchase of capital equipment, including ICT c) other long-term improvement to the school estate. 

31. DFC cannot be used to acquire assets through extended financing arrangements ( e.g. finance leases) . The cost of any lease counts as borrowing, for which approval has to be obtained from the LA/Secretary of State as this scores against Departmental budgets, and budgets are generally fully committed. approval is seldom given.
32. DFC cannot be used for : for routine repairs, redecoration or maintenance included in delegated schools budgets, for the purchase of small-value books, also training materials and services, for the hire of accommodation (unless this can be legitimately capitalized as part of building costs),to meet any periodic PFI charge, or service contracts, which are revenue costs, for operating leases where risk stays with the leasing company, e.g. a photocopier maintained by the lessor during the lease period & is retained by the leasing company at the end of the lease. In instances of this nature the school, should simply recognise the rental payment as an expense. This expense cannot be funded from DFC, as it is not capital. DFC should also not be used for expenditure on small value capital items where the amount falls below the LA’s minimum capital spend threshold, and which therefore counts as recurrent expenditure. KCC has adopted the DCSF recommendation of £2,000. (note, a number of items of the same class bought at the same time, e.g. computers, may be added together and, where the total value exceeds this threshold, count as capital).
33. It is a general principle that schools should make best use of DFC as soon as it is received. However, given the nature and size of capital projects, schools may set aside their annual allocations up to three years to fund medium sized projects.  

34. They can enter into voluntary arrangements to pool funds with other schools, advance funds to or from other schools, or combine DFC with funds from other sources, including their local authority. 

35. Any anticipation of funding, for instance by drawing down future year allocations beyond what has been announced, is at the school or authority’s own risk. 

36. Where, exceptionally, a school wishes to accumulate DFC for more than three years to finance a specific large project, it may do so. This applies both to unspent funds from previous periods, and to future allocations.  In these circumstances, we expect the school to advance the excess funding temporarily available to its local authority to be spent on capital projects, with the right to reclaim the amount when the school needs the money. 

37.   Any DFC unspent at the end of this period, either the three year period or the longer period regarding a specific large project, must be returned to the Department.  

Procuring investment - Management of capital projects

38. Throughout the duration of the capital project, value for money considerations should apply.  This includes the process used to procure professional advisers and use of appropriate project management processes.

39. The Department does not provide cover for any overruns or exceptional costs that may be incurred, including irrecoverable VAT.

Contact Points :

1. Queries as to how the LA has issued NDS Devolved Formula Capital Grants and how they have been calculated should be directed to :
Alan Wilcock
         01622.694969    e mail   alan.wilcock@kent.gov.uk

2. Queries on the use of NDS Devolved Capital in terms of priorities and eligible expenditure should be directed to your Area Planning & Development Manager :

Robin Colyer (West)       01622.694798    e mail   robin.colyer@kent.gov.uk

Penny Rome  (Mid)         01622.694797    e mail   penny.rome@kent.gov.uk

Lisa Alexander (East)     01622.224024    e mail   lisa.alexander@kent.gov.uk
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