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Introduction and Summary
1. The National Audit Office published a report on Oversight of financial management in local authority maintained schools in October 2011.
  The report recognised a weakness in our current assurance system: the Department does not use the information we receive from local authorities (LAs) to identify areas of concern and approach LAs about these.

2. The Department accepted the NAO’s finding and agreed to strengthen our arrangements for approaching LAs about the financial management of their schools where there appeared to be problems.   

3. This consultation sets out our proposal for improving the assurance system for financial management in maintained schools, through the Department approaching individual LAs to understand the problems in this respect.  Strengthening the system should help to ensure that LAs and their schools are managing the very large amounts of public funding they receive appropriately, securing value for money across all of their spending.
4. The proposal has been developed in discussion with our school and local authority stakeholder groups.  This public consultation gives local authorities and other interested parties the opportunity to provide their views.  

5. We welcome all responses and will take them into account in finalising the proposal.  Our aim is to publish the final system for implementation from June 2012.
Role of local authorities in schools’ financial management
6. Local authorities are responsible for the effective oversight of financial management in their schools.  The Department has no intention of intervening directly in regard to individual schools.  We recognise the statutory responsibilities of section 151 officers, and do not wish to infringe on their established role.

7. However, the Department does have overall responsibility for the system through which funding is provided to schools by LAs.  For this reason, we already require both information on how the money is distributed and spent, and assurances that it is being used with regularity and propriety and that value for money is being secured.  Our proposal is based on the NAO’s recommendation that we use that information to identify where there may be problems and seek appropriate additional assurances.  
Proposed System

8. We intend to use information that we already collect, or plan to collect, to identify where there may be problems with LAs’ or schools’ financial management.  We will analyse this information to identify which LAs’ information indicates that there is reason for us to be concerned.  
9. Section 1 of the consultation explains what information we will analyse and in what terms.  It discusses our proposed criteria for identifying LAs and asks respondents to consider whether these are the most appropriate criteria to use.
10. Once we have identified which LAs may have problems of financial management in some of their schools, we will approach these LAs to better understand the issues and seek appropriate additional assurances.  
11. Section 2 outlines our proposed process for how and when we will approach these LAs, asking for respondents’ views on whether this is the right process and timeline to use.  
12. Section 3 discusses the complications arising from Academy conversions.  We can only receive information after the end of each financial year, and so will inevitably be analysing information that includes schools that have subsequently become Academies and so are no longer within the local authorities’ remit.  It asks for respondents’ views on how we can best take account of this.
Section 1 – Proposed Criteria for Approaching LAs

13. We will use information that we already collect, or plan to collect, to identify where there may be problems with LAs’ or schools’ financial management.  We will use:

· Section 251 Outturn Returns
· Outturn Dedicated Schools Grant (DSG) Chief Financial Officer (CFO) Assurance Statements

14. We will analyse this information in terms of:

· whether an LA has substantially over or under-spent its DSG in the given year;

· numbers and proportions of schools that have been in persistent, substantial deficit or surplus in each LA; and
· whether all of an LA’s schools have implemented the Schools Financial Value Standard (SFVS).
15. Our criteria are based on substantial over-spends / under-spends / deficits / surpluses because we need to focus on the most worrying financial data.  It is reasonable to expect any organisation to end each financial year with a small surplus or deficit.

16. For schools, our criteria are based on persistent surpluses and deficits, because these demonstrate long-term issues, whereas a high surplus / deficit for a single year can often be the result of a short-term, unusual situation.
17. We think the % thresholds for over-spends and deficits should be tighter than for under-spends and surpluses because the former are more likely to put pupils’ interests at risk.

18. This section seeks views on the specific criteria we should use to identify which LAs to approach.

Substantial over or under-spends of DSG (from CFO assurance statements)

19. LAs are required to fully deploy their DSG in support of the Schools Budget.  DSG can be carried over from year to year, but if there is a substantial under-spend the money is not being spent on today’s pupils.  On the other side, if substantial deficits are carried over money is effectively being borrowed from tomorrow’s pupils.  

20. Therefore, we consider substantial over or under-spends to be reasonable grounds for the Department to approach LAs and ask for an explanation of what has happened and how the situation will change in future. 

Proposed Criterion A:
An LA has over-spent its DSG by 2% or more (i.e. it is 2% or more in deficit)
21. Based on 2010-11 returns, this would identify 3 LAs to approach.  If the threshold was lowered to 1%, this would identify 5 LAs.

Question 1: Do you agree it is appropriate to approach an LA that has over-spent its DSG by 2% or more? 

Proposed Criterion B:
An LA has under-spent its DSG by 5% or more (i.e. it is 5% or more in surplus)
22. Based on 2010-11 returns, this would identify 4 LAs to approach.  If the threshold was lowered to 2.5%, this would identify 18 LAs.

Question 2: Do you agree it is appropriate to approach an LA that has under-spent its DSG by 5% or more?
23. Please see Annex A for the relevant data.
% of schools in deficit or excessive surplus (from section 251 outturn returns)

Proposed Criterion C:
An LA has 2.5% of schools that have been in deficit of 2.5% or more since 2007-08 (i.e. for 4 years)

24. If a school is in deficit, LA financial schemes provide that there should be an action plan in place to bring the school out of deficit within 3 years.  Therefore, we think it is reasonable for us to approach an LA if some of their schools have been in continuous (and substantial) deficit for more than 3 years.

25. We have considered if we should approach LAs sooner by identifying which LAs are likely to have schools in deficit for more than 3 years based on 1 or 2 years’ data.  However, our analysis has shown that it is difficult to establish early warning criteria that accurately predict which LAs will have schools in persistent deficit for more than 3 years.  In addition, LAs can agree a planned deficit of up to 3 years with a school.  Therefore, we intend to only approach LAs when school deficits have lasted for more than 3 years.

26. We are looking at a deficit threshold of 2.5% or more and that at least 2.5% of schools in an LA would need to meet that threshold.  This would imply approaching 13 LAs based on 2010-11 s251 outturn returns.  Annex A demonstrates how these numbers change with different thresholds.
27. We think this criterion will focus attention on those LAs with schools that have the most concerning levels of persistent deficits.  It sets a relatively low deficit threshold and a relatively high % of schools that need to meet that threshold.  Persistent deficits are not acceptable under the scheme guidance, and so we think it appropriate to set a low deficit threshold.  By focusing on those LAs with a high % of schools who meet that threshold, we should be identifying those LAs with the most widespread and endemic school deficits.

28. For 2010-11 data, all of the LAs identified by the criterion have at least 2 schools that meet the deficit threshold.  This suggests that it is an effective criterion for excluding LAs that generally manage their schools’ deficits effectively but have a single school with exceptional reasons for remaining in deficit for more than 3 years.

29. However, we could use a criterion that sets a higher deficit threshold and a lower % of schools.  For example, LAs with at least 1% of schools that have been in deficit of 5% or more since 2007-08.  This would identify 20 LAs and would focus our attention on those LAs with any schools that have been in very high deficit for more than 3 years.

Question 3a):  Do you agree it is appropriate to approach an LA if it has 2.5% of schools that have been in deficit of 2.5% or more since 2007-2008 (i.e. for 4 years)? 

Question 3b):  If no, should the percentage of schools in deficit be higher or lower than 2.5% for an approach to be made?
Question 3c):  If no, should the percentage of deficit for each school be higher or lower than 2.5% for an approach to be made?
Question 4: Which is a better indication that pupils’ interests could be put at risk by schools’ persistent deficits: 
· % of schools in an LA that are in deficit; or

· % of deficit that schools in an LA are in?

Proposed Criterion D:
An LA has 5% of schools that have had a surplus of 15% or more since 2006-07 (i.e. for 5 years)

30. The Government believes that schools are best placed to manage their money and it is sound financial management for schools to keep a small balance from year to year.  In this tight financial climate, it is reasonable for schools to keep some money aside for when it is needed most and they should be able to do this without criticism or claw back.

31. However, if a school has a very large surplus for several years, this suggests that they do not have a clear plan for how this will be deployed and so are not using their allocated funding to fully benefit today’s pupils.  LAs continue to have a key role in supporting and challenging schools on excessive surplus balances.  This is why they are able to include a provision in their local schemes to claw back excessive, uncommitted, revenue surpluses.  Although they are no longer required to operate a claw back mechanism, we do expect authorities to effectively challenge any schools that have very high, uncommitted surpluses.
32. We are looking at a surplus threshold of 15% or more for 5 years and that at least 5% of schools in an LA would need to meet that threshold.  This would imply approaching 9 LAs based on 2010-11 s251 outturn returns.  Annex A demonstrates how these numbers change with different thresholds.
33. We think this is a reasonable number that will focus attention on those LAs with schools that have the most concerning levels of long-term, substantial surpluses.  We think the number of LAs identified by this criterion should be lower than those identified by school deficits, because persistent, substantial deficits are more likely to put pupils’ interests at risk.

34. Our proposed criterion sets a relatively low surplus %, a relatively high number of years that schools need to have met that % and a relatively high % of schools in an LA that need to have met that combined threshold (i.e. % surplus and number of years).  We think that if a school is saving money for a large capital project, for example, they might have a very high surplus for at least a couple of years.  However, if they have a 15% surplus for as long as 5 years, this suggests they do not have a clear plan for how that money will be spent and their LA has not effectively challenged them on this.  
35. For 2010-11 data, all the LAs identified by this criterion have at least 4 schools that meet the surplus threshold.  This suggests that the criterion would identify those LAs with more widespread, uncommitted, high school surpluses.  It should be effective in excluding LAs that generally manage their schools’ high surpluses effectively, but have a single school with exceptional reasons for keeping a very high surplus for 5 years.
36. However, we could use a criterion that sets a higher surplus %, a lower number of years and a lower % of schools that need to meet that combined threshold.  For example, we could look at LAs with at least 2% of schools that have been in 30% surplus or more for 3 years.  This would identify 9 LAs and would focus our attention on those LAs with any schools that have had very high surpluses for more than a couple of years.

Question 5a):  Do you agree it is appropriate to approach an LA if it has 5% of schools that have had a surplus of 15% or more since 2006-07 (i.e. for 5 years)? 
Question 5b): If no, should the percentage of schools in high surplus be higher or lower than 5% for an approach to be made?
Question 5c): If no, should the percentage of high surplus for each school be higher or lower than 15% for an approach to be made?
Question 5d): If no, should the number of years that each school has been in high surplus be longer or shorter than 5 years for an approach to be made?
Question 6:  Which is the best indication that pupils’ interests could be put at risk by schools’ long-term high surpluses: 

· % of high surplus that schools are in; or
· % of schools in an LA that are in high surplus; or
· number of years that schools have been in high surplus?
Question 7:  How many years of a high surplus would it take to be reasonably confident that a school does not have a clear plan for how that money will be used?
Schools Financial Value Standard Returns (from CFO Assurance Statements)

37. Schools that never attained the Financial Management Standard in Schools (FMSiS) are required to complete the new Schools Financial Value Standard (SFVS) by 31 March 2012, provided they are still maintained by the LA.  For all other schools, the first run through is required by 31 March 2013.  An annual review is required thereafter. 
38. From 2011-12 onwards, in their CFO assurance statements, LAs will be required to provide the total number of SFVS statements they have received, out of the total number of schools within their remit.  For 2011-12 only, LAs will be required to provide, out of those schools that never achieved the FMSiS, the number of schools that did not carry out the SFVS assessment.
 

39. We think it is important that all schools which never attained the FMSiS complete the SFVS by 31 March 2012.  These schools were previously identified to have weak financial management in most cases and so it is especially important they comply with the SFVS requirements.  A minority might have failed to achieve the FMSiS for another reason, for example the school recently opening.  
40. Nonetheless, the fact they did not achieve the FMSiS means the Department has no assurance that there has been a recent assessment of their financial management against a national standard.  Therefore, we think it is important for them to complete the SFVS by 31 March 2012 and our initial criterion for approaching an LA will be:
Proposed Criterion E: 
For 2011-12, of an LA’s schools that never attained FMSiS, and are still eligible, at least 1 did not complete the SFVS by 31 March 2012

Question 8: For 2011-2012, do you think it is reasonable that we approach an LA if at least 1 school that did not achieve FMSiS at all, and is still eligible, did not complete the SFVS by 31 March 2012?

41. From 2012-13 onwards, all of an LA’s schools should be completing the SFVS each year.  We could keep the bar as high, and set the criterion for approaching an LA as “at least one of an LA’s schools did not complete the SFVS by the 31 March deadline”.
42. However, we think that each year an LA could reasonably have a small number of schools not completing the SFVS for exceptional reasons.  For example, if the school will shortly covert to Academy status.  Therefore, our proposed criterion for 2012-13 onwards is:
Proposed Criterion F: 
For 2012-13 onwards, 2% or more of an LA’s schools did not complete the SFVS by the end of March deadline
43. This would be a much simpler criterion to implement than the alternative of publishing acceptable reasons for non-completion in advance.  If we did the latter, then we think the acceptable exemptions should include:
· School has recently opened

· School has recently closed

· School will be closing within the next six months

· School will shortly convert to Academy status

· Schools have recently merged

· School recently suffered fire/flood/natural disaster

44. We would need to include an additional sentence in CFO assurance statements from 2012-13, asking LAs that did not record 100% of their schools completing the SFVS to confirm that those schools were covered by the specified exemptions.  If they could not provide this assurance, they would be expected to explain why those schools did not complete the standard.
Question 9a): Do you agree that we should reduce the threshold for 2012-13 onwards, to allow for a small minority of schools in each LA to not complete the SFVS?

Question 9b): If yes, do you agree that we should automatically allow for a set percentage of schools in each LA to not complete the SFVS?

Question 9c): If so, is 2% an appropriate set percentage?

Question 10a): If you disagreed with the proposal in question 9a, would publishing acceptable reasons for exemptions be a better approach? 
Question 10b): Are our proposed exemptions the right ones?

Question 10c): Are there any other exemptions that should be included?

Number of LAs Identified

45. On our proposed criteria, the total number of LAs meeting at least 1 criterion is 26.  This does not include the SFVS criteria because we do not have the first year’s returns yet.
46. The diagram in Annex B illustrates how many LAs would be identified under each of our proposed criteria, and how many are identified by more than 1.  There are only 2 LAs identified by more than one criterion, and so we think it is appropriate for us to approach all LAs caught by any of the criteria.
Question 11a): Do you agree that it is appropriate for us to approach all LAs caught by at least 1 of the criteria?
47. Our combined criteria need to identify all those LAs where the data suggests there could be serious problems of financial management, ensuring that this total number is proportionate to the level of risk.  It seems that the system is generally working well with LAs demonstrating effective oversight of financial management in their schools.  On that basis, it would be inappropriate to set the criteria at a level where the majority of LAs are caught by them; we need to find criteria that identify a small proportion of LAs where the information indicates the level of risk is such that the Department should act.   
    
48. Although we consider all 6 criteria to be important, we would like to know if some would give a better indication than others that financial management problems may be putting pupils’ interests at risk.  If a sub-set of the criteria would identify the key areas of concern most effectively, then we think we should set those criteria at a level that identifies comparatively more LAs.
Question 11b): Of the 6 proposed criteria, do some give a better indication than others that problems may be putting pupils’ interests at risk?

Question 11c): Which of the 6 proposed criteria do you consider to give a better indication than others that problems may be putting pupils' interests at risk?
49. We will review the final criteria after the first round of implementation to make sure that we are identifying those LAs where there are serious problems with the financial management of their schools.  We will publish any changes to the criteria in advance of approaching LAs.
Section 2 – Proposed Process

50. This section sets out our proposed process for approaching those LAs identified by the criteria.  By approaching these LAs, we hope to better understand the reasons for the financial management concerns identified by our analysis.  In addition, we would seek appropriate additional assurances that these LAs are addressing the issues identified.

51. First, we outline our proposed process and timeline that will begin with analysis of information from the financial year 2011-12.  We then explain the different process and timeline that would be needed for 2010-11 financial year data because there is not time to implement the full process.  Please see Annex C for a table demonstrating how these timelines would work.  The final section looks at the potential role of the Schools Forum in the proposed process.
52. We would welcome views on whether the proposed process and timeline are appropriate.  We are open to considering other approaches that would efficiently and effectively strengthen the assurance system.
Initial Approach and Follow Up

53. CFO assurance statements and s251 outturn returns are timetabled for submission to DfE between August and the end of October each year.  For each LA, we need to analyse both their statement and return to identify whether we should approach them.
54. We plan to write to the CFOs of the identified LAs as soon as practicable each year asking them to explain why this situation has occurred and what they are doing to address the matter.  
55. LAs would be expected to send a reply to us within 5 weeks of our letter being sent.  We would expect a brief, high-level explanation, including an outline of the timetable and existing/proposed actions they have in place.  Before writing to LAs, we will specify the key information we expect to receive and provide a simple template designed to ensure that they provide this.  We will ensure that the template is sufficiently simple and flexible for LAs to provide information easily and in the most appropriate format for them (e.g. Word or Excel).     
56. If we were not reassured by the reply, we would take swift follow-up action (within 2 weeks of receipt) by explaining our concerns to the authority and asking them to provide further information.  
57. We anticipate writing to most of the identified LAs in November-December each year. For example, we would write to CFOs in November-December 2012 based on our analysis of their 2011-12 information.  However, if an LA submitted both their CFO assurance statement and s251 outturn return earlier than timetabled, we would aim to analyse that information and, if we needed to approach them, do so earlier in the autumn.
58. This timeline takes into account that LA finance teams are particularly busy in February and March each year.  By writing to LAs as early as possible in the autumn, we hope to avoid needing to request any information from them at one of their busiest times.
59. At present, some LAs submit their statements and returns later than the timetabled deadlines (August and October).  In such cases, we follow up with the LAs to find out why this has happened and try to ensure we have the information as soon as possible.  If the statements or returns are still provided very late, though, we may have to request information from those identified in February and March.  The alternative would be for us to delay approaching those LAs until April.  We do not think this is sensible, because we would then be approaching LAs based on information that was more than a year out of date.  Also, we could not reasonably expect them to provide any new information or assurance through their next CFO assurance statement (see below) as they would be completing this only a couple of months after their initial response.
60. The assurance statements and s251 returns go through a checking process once submitted to the Department and so, if we approach LAs based on the information they initially submit, there is a small risk that the information is inaccurate.  We think it is preferable to identify and approach LAs based on their initial information rather than wait until the fully checked data can be analysed in January-March.  Our approach will be timelier and, since LAs submitted the information to us, it is reasonable for us to approach them based on our analysis of it.
Question 12: Do you agree with the proposed initial process and timeline?

Question 13: Do you agree that it would be better for us to initially approach those LAs identified in the autumn rather than the following spring?

Additional Assurance and Escalation

61. We would then require all the LAs we wrote to in November-December to complete an additional section on their next CFO assurance statement (sent in July for return by 31 October).  The assurance would be worded for the CFO to confirm that the issues identified have been / are being addressed in line with the timetable submitted and that the LA has systems in place to prevent these issues from reoccurring.  If an LA cannot provide that additional assurance, we would expect them to send a revised return as an annex to their statement, updating their actions / timetable and briefly explaining the changes. 
62. We would consider these additional assurances and revised returns alongside our annual analysis of assurance statements and s251 outturn data.  In light of all of this, we would consider for each LA whether their additional assurance or revised return was adequate.  For those that were not, we would look to escalate the issue.  
Question 14: Do you agree that those LAs identified should be required to submit an additional assurance as part of their next CFO assurance statement?

Question 15: If there are LAs where we do not consider their additional assurance or revised return to be adequate, how should we escalate the issue?

Process for 2010-11 information
63. For 2010-11 information, because we need to finalise our proposals before writing to any LAs formally, we would need to use a different process.  If we followed our main timeline we would have had to write to them in December 2011 which clearly isn’t feasible.
64. We hope to publish the final criteria and process in June 2012.  By this time we will have been able to identify which LAs meet the final criteria based on their 2010-11 information.  Therefore, we could write to them in June 2012 and request a reply by the end of July.  If we were not reassured with the reply, we would take swift follow up action within two weeks (as above).  We would expect their replies to explain how they are addressing the issues up until the point that they have been fully resolved.  Therefore, their responses should provide assurance that the issues have been / are being addressed in the 2011-12 financial year as well as in 2010-11.
65. However, we would not expect these LAs to provide any further assurances or information in their 2011-12 CFO assurance statements because they complete these between August and October.  It would be unreasonable to expect them to be able to provide information on progress so quickly. 
Question 16: Do you agree with the proposed process and timeline for 2010-11 information?

Role of the Schools Forum
66. Schools Forums have an important role in the decision-making process for how school funding is distributed locally.  We know that many Schools Forums already provide effective challenge to other schools and/or their LA on how well funding is being allocated, managed and used.  
67. We think that our proposed process could be strengthened, therefore, by involving Schools Forums if we have identified causes for concern that fall within their remit.  Schools Forums have a role in the overall distribution of the DSG (i.e. criteria A and B) and the management of individual school balances (i.e. criteria C and D) but not in individual schools’ implementation of the SFVS (i.e. criteria E and F).  
68. Therefore, where an LA meets any of criteria A-D, we could request that the CFO shares our initial letter and their proposed response with their Schools Forum.
Question 17: Do you think it would be effective to involve Schools Forums in this process?  If so, how can this best be done?

Section 3 – Academies

69. We will be analysing information based on the previous financial year, which will include all schools that were maintained by LAs for the duration of that year.  However, some schools may convert to Academy status subsequently (i.e. from 1 April) but before we have analysed the information and written to identified LAs.  We need to decide how to take account of this both when identifying LAs and when asking those identified for information.
70. We could include or exclude these schools from our analysis.  The argument for including them is that, for the financial year in question, these schools were the responsibility of the LA.  If they were in substantial, persistent deficit or surplus, this suggests there is a cause for concern in the LAs’ oversight of financial management in their schools.  Irrespective of the status of the school now, the information indicates reasons for concern in the LA and so the Department should approach them.
71. On the other hand, if we include these schools and approach an LA based on information relating to them, we cannot expect the LA to be acting to address the issues in these schools.  Once a school has become an Academy we do not expect the LA to be monitoring their financial management or questioning them on areas of concern.  From this perspective it seems pointless to approach an LA based on information relating to schools that are no longer their responsibility.
72. A possible solution to this could be for us to approach an LA in such cases, but make clear in our initial letter that we do not expect the LA to be taking action in relation to any schools that are now Academies.  Instead, we would just ask the LA to explain to us how the problems had arisen and what action they are taking to ensure that they do not occur in any of the schools within their remit in the future.
Question 18: What is the best way for us to take schools that have become Academies into account?
ANNEX A

Proposed Criterion A:
An LA has over-spent its DSG by 2% or more (i.e. 2% or more in deficit)

Proposed Criterion B:
An LA has under-spent its DSG by 5% or more (i.e. 5% or more in surplus)

The following table sets out the range of LAs’ substantial over or under-spends of their DSG in 2010-11, how many LAs meet our proposed criteria and how these numbers change for different percentage thresholds:
	Individual LAs' Carry Forward as a % of DSG 2010-11

	13.4%

	8.6%

	5.5%

	5.0%

	4.7%

	4.0%

	3.9%

	3.2%

	3.2%

	3.1%

	3.0%

	2.9%

	2.8%

	2.8%

	2.7%

	2.6%

	2.6%

	2.5%

	 

	-1.3%

	-1.6%

	-2.6%

	-2.7%

	-2.9%


Proposed Criterion C:
An LA has 2.5% of schools that have been in deficit of 2.5% or more since 2007-08 (i.e. for 4 years)

The following table sets out how many LAs meet our proposed criterion, and how these numbers change for different deficit thresholds and the % of schools in each LA that need to meet that threshold.

	CRITERION
	 
	MEETING THE CRITERION
	NOT MEETING THE CRITERION BUT LA HAS SCHOOLS MEETING THE DEFICIT THRESHOLD

	Deficit % equal to or less than
	% of schools in an LA
	 
	Number of LAs meeting the criterion
	Number of schools in these LAs that meet the deficit threshold
	Number of LAs  with at least 1 school meeting the deficit threshold but with too low a % of schools doing so to meet the criterion
	Range of number of schools in these LAs that meet the deficit threshold

	-2.0%
	1.0%
	 
	45
	between 1 and 17 schools
	25
	between 1 and 3 schools

	
	2.0%
	 
	23
	between 1 and 17 schools
	47
	between 1 and 5 schools

	
	2.5%
	 
	16
	between 1 and 17 schools
	54
	between 1 and 10 schools

	-2.5%
	1.0%
	 
	41
	between 1 and 15 schools
	22
	between 1 and 3 schools

	
	2.0%
	 
	18
	between 1 and 15 schools
	45
	between 1 and 7 schools

	
	2.5%
	 
	13
	between 2 and 15 schools
	50
	between 1 and 7 schools

	-5.0%
	1.0%
	 
	20
	between 1 and 6 schools
	14
	between 1 and 3 schools

	
	2.0%
	 
	9
	between 2 and 4 schools
	25
	between 1 and 6 schools

	
	2.5%
	 
	6
	between 2 and 4 schools
	28
	between 1 and 6 schools


Proposed Criterion D:
An LA has 5% of schools that have had a surplus of 15% or more since 2006-07 (i.e. for 5 years)

The following table sets out how many LAs meet our proposed criterion, and how these numbers change for different surplus thresholds and the % of schools in each LA that need to meet that threshold.

	CRITERION
	 
	MEETING THE CRITERION
	 
	NOT MEETING THE CRITERION BUT LA HAS SCHOOLS MEETING THE SURPLUS THRESHOLD

	SURPLUS THRESHOLD
	 
	 
	 
	 
	 
	 
	 

	Surplus % equal to or greater than
	Number of years
	% of schools in an LA
	 
	Number of LAs meeting the criterion
	Number of schools in these LAs that meet the surplus threshold
	 
	Number of LAs  with at least 1 school meeting the surplus threshold but with too low a % of schools doing so to meet the criterion
	Range of number of schools in these LAs that meet the surplus threshold

	15.0%
	3
	1.0%
	 
	76
	between 1 and 38 schools
	 
	18
	between 1 and 5 schools

	
	
	2.0%
	 
	53
	between 1 and 38 schools
	 
	41
	between 1 and 6 schools

	
	
	5.0%
	 
	22
	between 2 and 38 schools
	 
	72
	between 1 and 18 schools

	
	5
	1.0%
	 
	58
	between 1 and 23 schools
	 
	21
	between 1 and 4 schools

	
	
	2.0%
	 
	35
	between 1 and 23 schools
	 
	44
	between 1 and 11 schools

	
	
	5.0%
	 
	9
	between 3 and 23 schools
	 
	70
	between 1 and 11 schools

	30.0%
	3
	1.0%
	 
	17
	between 1 and 6 schools
	 
	18
	between 1 and 4 schools

	
	
	2.0%
	 
	9
	between 1 and 3 schools
	 
	26
	between 1 and 6 schools

	
	
	5.0%
	 
	0
	n/a
	 
	35
	between 1 and 6 schools

	
	5
	1.0%
	 
	10
	between 1 and 5 schools
	 
	12
	between 1 and 2 schools

	
	
	2.0%
	 
	3
	between 1 and 2 schools
	 
	19
	between 1 and 5 schools

	
	
	5.0%
	 
	0
	n/a
	 
	22
	between 1 and 5 schools


ANNEX B
Diagram showing how many LAs would be identified using proposed criteria
(CFO assurance statements 2010-11; section 251 outturn returns 2010-11)
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ANNEX C
Proposed Timetable
	Activity
	Date

	Write to LAs that meet the criteria based on analysis of 2010-11 s251 outturn and CFO assurance statements asking them to provide a high-level explanation, timetable and actions

(This will not include SFVS criteria because SFVS was only launched for 2011-12 onwards) 


	June 2012

	Issue CFO assurance statements 2011-12


	July 2012

	Receive required replies from LAs that meet the criteria


	31 July 2012 

	Consider information provided and follow-up with any LAs where we are not reassured

	14 August 2012

	Deadline for s251 2011-12 outturn returns


	25 August 2012

	Receipt of CFO assurance statements 2011-12


	31 Oct 2012

	Analyse:

· DSG assurance statements 2011-12 for SFVS returns and DSG over/under-spends 

· s251 2011-12 outturn 

Identify LAs to approach


	Sept - Nov 2012 

	Write to CFOs of LAs that meet the criteria based on 2011-12 analysis asking them to provide a high-level explanation, timetable and actions


	Nov-Dec 2012

	Receive required replies from LAs


	Dec-Jan 2013 (within 5 weeks of our letter being sent)

	Consider information provided and follow-up with any LAs where we are not reassured

	Jan-Feb 2013 (within 2 weeks of receipt of an LA’s reply)

	Issue CFO assurance statements for 2012-13 including the additional assurance and information required from those LAs that met our criteria for 2011-12


	July 2013

	Deadline for s251 2012-13 outturn returns


	25 August 2013

	Receipt of CFO assurance statements 2012-13


	31 Oct 2013

	Analyse DSG assurance statements 2012-13 for:

· SFVS returns

· DSG over/under-spends; and

· whether we are reassured by the additional assurance (and information) provided by LAs identified previously

Analyse s251 2012-13 outturn

Identify LAs to approach


	Sept - Nov 2013

	Escalate our concerns for those LAs previously identified where we are not reassured by their assurance / information / progress 

	Nov-Dec 2013

	Write to CFOs of LAs that meet the criteria for the first time asking them to provide a high-level explanation, timetable and actions

	Nov-Dec 2013



































� www.nao.org.uk/publications/1012/schools_financial_management.aspx
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