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REVIEW OF LIABILITIES AND FUNDING ARRANGEMENTS AT VA SCHOOLS

UPDATE – FEBRUARY 2002

Background

1.
This document provides a further progress report on our proposals to reform the liabilities and funding arrangements for premises work at VA schools.  We aim to introduce the changes from April 2002 – but this is subject to approval through the Regulatory Reform Act 2001.  A summary of the proposals is provided on pages 4-5 of this update report.

Consultation

2.
Since the last report, our proposals have successfully completed the first Parliamentary scrutiny stage. You can see the relevant reports on the Internet at  http://www.publications.parliament.uk/pa/ld200102/ldselect/lddelreg/66/6602.htm#a1 (House of Lords) and http://www.publications.parliament.uk/pa/cm200102/cmselect/cmdereg/583/58302.htm (House of Commons).

3.
The Commons Committee recommended that, before the second scrutiny stage, we amend one aspect of the proposals.  That relates to the provision to protect VA governing body capital investment in caretakers’ dwelling houses, in the event that any owned by LEAs are sold at some point in the future.  We have accepted the recommendation that this provision be extended to apply to all buildings which are currently ‘excepted’ and owned by LEAs.

4.
The Commons Committee’s report also highlighted some additional issues in respect of which it requested that information should be provided for the second scrutiny stage.  Those issues are detailed in the Statement we have provided for the second scrutiny – you can access the detailed document at http://www.teachernet.gov.uk/valiabilities, but the key points are summarised in the following paragraphs.

5.
Legal implications for VA school governing bodies - concern had been expressed about the potential implications for VA school governing bodies of taking on liability for items which are the subject of a considerable backlog of repairs.  Inevitably, there may be some delay between the date of transfer of liability, and any work being carried out.  

6.
Because of the complexities, the variety of different ownership and insurance arrangements, and the unquantifiable nature of the problem, we propose to deal with any major difficulties which are brought to our attention on the basis of their individual circumstances.

7.
Insurance - there is already a lack of clarity, with scope for too little, or too much, or inappropriate insurance cover.  The Department has already begun a study of insurance issues in relation to all maintained schools.  The associated report will highlight the complexities of insurance requirements, and the varying nature of arrangements in place.  

8.
There remains a presumption that, for premises insurance, VA school governing bodies would insure only their share of liabilities – which, under our proposals, would be for a much larger part of the school premises.  Their financial contribution would, however, reduce from 15% to 10%.  This principle of insuring only the governing body’s share of costs is, we believe, commonly (but not uniformly) applied in the VA schools sector.

9.
We propose to resolve the uncertainties by:

· continued discussions with the Local Government Association (LGA), and other interested parties, to ensure that respective roles and funding responsibilities are clarified;

· confirming final arrangements in the Fair Funding Regulations which would have statutory effect from April 2003. 

· in addition to publishing our report on insurance and an associated Good Practice Guide, issuing further guidance to LEAs for 2002-03 in respect of VA schools.  This will indicate how arrangements could operate for this first, interim, year;

· advising VA schools:

- to assure themselves of appropriate coverage, in the light of advice in our Good Practice Guide and from Dioceses (where appropriate);

- to ensure they have adequate employer’s and public liability insurance;

- to clarify funding arrangements with their individual LEA and Diocese;

- to liaise with their insurance provider to consider whether, subject to approval of our package of reforms, their premises policies can adequately reflect the proposed changes to liabilities;

- if they are unable to obtain cover for parts of the buildings which have transferred to them (other than those which are currently ‘excepted’ buildings), then the Department would consider sympathetically any shortfall for funding at up to 100% as an exceptional circumstance.  This would apply to any capital work arising from what would otherwise have been covered by insurance. This arrangement would, in the first instance, apply only for 2002-03, until formal arrangements are agreed between the Department and the LGA.  We have already undertaken to pay grant at 100% for any condition-related backlog in respect of excepted buildings.

Funding for additional LEA revenue costs

10.
The previous progress report referred to our proposal to recognise the additional revenue liabilities for LEAs.  This will be done by a transfer of those funds which would have been paid as Formula Repair grant to VA school governing bodies.  It will be paid as capital grant, through the Standards Fund, thus allowing Local Education Authorities to free up other revenue funds.  We will notify LEAs very shortly of their allocations, together with the associated guidance. 

Condition surveys of Excepted Buildings
11.
The first pilot stage of surveying a sample of 150 schools is due for completion early in March.  The surveys have been undertaken by Citex, an independent contractor engaged by the Department.  We are now selecting schools for the second pilot stage, and contacting the relevant Dioceses. This second stage will involve the surveys being done by surveyors selected locally, with appropriate funding being provided to meet their costs.  Once we are satisfied that the process is sufficiently robust, we will ask all VA schools to arrange to carry out surveys to the agreed specification. 

12.
Our broad timetable for this process is set out below.  Schools and Dioceses may now wish to consider what arrangements they can make to carry out the surveys of all schools.

first pilot stage ends:
4 March

second pilot stage:
11 March – 19 April

all schools surveyed:
7 May – 28 June

Training

13.
We are arranging detailed training for our staff in the period 9 – 26 April.  

14.
We will provide training for LEAs, Dioceses and consultants on the dates and locations set out below; we will provide more information in due course.

Manchester:
29/30 April & 1 May

Darlington:
2 – 3 May

London:
8 – 10 May

Next stage of the approval process

15.
The Committees in both Houses of Parliament will produce further reports on the second scrutiny stage.  At the end of the period, our Minister will be able to make the necessary Order to implement the changes, if they are agreed.  We expect this to be towards the end of March. 

16.
If our proposals are not approved in time for implementation from April 2002, then the existing liabilities and funding arrangements would remain in place until further notice.  In particular, Formula Repair grant would continue, but we would withdraw the allocations of capital grant to LEAs referred to in paragraph 10.  Grant and credit approvals would continue to be available to LEAs in the usual way for their share of liabilities at VA schools.

Keeping you informed

17.
We will do this as follows:

LEAs and Dioceses – we will inform you as soon as we have a decision whether the Order is approved or not.

VA schools – we will notify you in the April monthly batch mailing, and provide an updated version of the ‘Blue Book’ guidance.

Further information

18.
If you would like any more information, please contact the project team in the Department by:

e-mail

va.liabilities@dfes.gsi.gov.uk

telephone
01325 391264

post

VA Liabilities team



2nd Floor, Vincent House



Mowden Hall



Darlington



Co Durham



DL3 9BG

Website


http://www.teachernet.gov.uk/valiabilities,

And finally

19.
You will see, from the summary which follows, that Formula Repair grant will end on 31 March 2002 (subject to Parliamentary approval).  Please note that we need all claims to be submitted by 31 May 2002.

POLICY SUMMARY
(subject to approval of the legislation)

The policy on liabilities

Capital work 

1.
VA governing bodies will be liable for:

· the existing buildings (internal and external);

· those buildings currently known as ‘excepted’ (kitchens, dining areas, medical/dental rooms, swimming pools, caretakers’ dwelling houses);

· perimeter walls and fences;

· playgrounds;

· furniture, fixtures and fittings;

· other capital items.

2.
LEAs will be liable for:

· playing fields;

· buildings on those fields and related to their use.

3.
These liabilities are not specifically related to ownership. For example, governing bodies of those VA schools which were previously Grant Maintained may now own the playing fields and associated buildings, but the LEA will be responsible for any work to them.

4.
Even if the LEA owns any of the ‘excepted’ buildings referred to above, the VA governing body will be responsible for any capital work to them.  To protect any such investment (in the event of the building being sold at some future point), the school will need to notify the LEA of any related capital expenditure.  We would expect there to be an independent valuation, and the Secretary of State would have the power to intervene if agreement on sharing the proceeds could not be reached.

5.
Teachers’ dwelling houses will remain, as now, the liability of the trustees (not the VA governing body or the LEA).

Revenue work

6.
Any revenue work to the premises will be LEA liability, but the funding will normally be delegated to schools in Fair Funding budgets.  There will, therefore, be no statutory governing body contribution to revenue work, and there will be no need to pay Formula Repair grant to VA schools.

The policy on funding

7.
The standard rate of grant support to VA school governing bodies from the Department will increase to 90%.

8.
We will pay grant at 100% of the agreed costs of any condition-related backlog work required in excepted buildings at the point of transfer of liability (expected to be 1 April 2002); any capital work arising thereafter would be funded at the 90% rate in the usual way.  This funding programme would be available for 5 years, to enable all work to be assessed, agreed and funding approved.  

9.
The Department will have the power to pay grant at up to 100% in exceptional circumstances, to be specified in guidance.  An example might be where a major reorganisation is proposed across the whole LEA.  The power for LEAs to assist with governing body contributions will be retained.

Other changes

10.
We will introduce three other significant improvements:

· grant can be paid on receipt of approved invoices or equivalent documentation, rather than having to be paid by the school (or Diocese/LEA) and then reimbursed by the Department.  We will, however, need to see all receipts at final costs stage;

· the provision of a broad definition of capital, removing the existing prescriptive list, giving more flexibility in the choice of funding to be used; and

· the setting of a de minimis level of £2,000, below which any expenditure could not be met from capital funds.

11.
The legislation will provide for future revision, if required, of the definition of capital and the de minimis level.

Transitional arrangements

12.
They will be broadly as follows:

· Formula Repair – will end, but any unclaimed allocations will be added to the school’s NDS Devolved Formula Capital allocation.  The 3-year roll forward period will begin afresh;

· NDS Devolved Formula Capital – unclaimed allocations will roll forward.  Any unspent elements which have been allocated to LEAs will be added to the LEA Co-ordinated VA Programme (LCVAP);

· LCVAP – grant support for projects begun in 2001-02 will be increased to 90% if the project is not financially complete by 31 March 2002.  Any outstanding LEA liabilities will be considered for funding by Supplementary Credit Approvals (SCAs). There will be no change to liabilities or funding for projects relating to earlier years;

· ‘Named’ capital projects – if approved for the Design/Starts lists, or allocated a Project Development Allocation, from 1999-00 onwards, the rate of grant will be increased to 90% if the project is not financially complete by 31 March 2002.  The liabilities arrangements would be revised if the LEA had not yet received an SCA for its share of the liabilities.  There will be no change to liabilities or funding for projects relating to earlier years;

· PFI projects signed before the change  – will be considered on a case-by-case basis, with the onus on those involved in the contract to consider the benefits of revising the contract.
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