Summary of Consultation Responses:

Introducing Consistent Financial Reporting


Introduction

The consultation period ran from 30 March to 20 July 2001.  It was extended until 31 July to allow for the volume of responses received in the last few days.

Responses

From the copies that were mailed (150 LEAs and 500 randomly selected schools, and over 2,000 copies on request) we received 325 responses.

· Head / Deputy Head Teacher


92

· Bursar Financial Officer


91

· Local Education Authority


74

· Governor




47

· Educational Body



6

· Others





15

The document was available on request or by downloading it from the DfES website.  Overall, the respondents were in favour of Consistent Financial Reporting and welcomed the national reporting framework.  There were concerns about the timing of implementation and the support that would be available for both schools and Local Education Authorities.

This summary aims to highlight the main themes from the consultation document.  The attached Annex gives responses to each question.  The original document is also available at www.dfes.gov.uk/consultations, by following the archive link to Introducing Consistent Financial Reporting.  

Comments from representative bodies

CIPFA supported any initiative that led to greater consistency in financial reporting, a key aim on which the Best Value Accounting Code of Practice framework was based.  The benefit of Consistent Financial Reporting in improving comparability of financial information enabling effective benchmarking and leading to improved accountability was welcomed.

The National Association of Head Teachers welcomed the introduction of Consistent Financial Reporting and believed that benchmarking could help schools improve their financial management.  Financial benchmarking could be useful providing comparative data can be identified.

The Secondary Heads Association supported a standard financial reporting system and the provision of benchmarking data.  They would like to see standardised subheadings avoiding local variations; and they also thought that the system should be exhaustive allowing for no further returns to external agencies on annual expenditure.

The Association of Heads of Foundation and Aided Schools welcomed the proposals, regarding them as further encouraging the autonomy of schools within a national framework.  The Association was concerned about LEAs asking for additional, more detailed breakdowns of expenditure in addition to Consistent Financial Reporting.  They also asked for this consultation to be considered alongside that for Voluntary Aided School Financial Liabilities, in particular that a national de minimus level should be set for capital.

The remainder of this summary represents the views of all respondents to the consultation exercise.

Benchmarking

Two thirds of the respondents do currently compare their expenditure with other schools; while a third do not.  From these, 3% indicated that they saw the benefits of benchmarking but did not have the time to investigate sources of information.  Having a website about which they could be confident would encourage them to compare spending patterns.

Sources of benchmarking information were varied.  The most popular was local information provided by Local Education Authorities (74%).  The Audit Commission website also proved popular, with 29% saying they use this internet resource.  25 respondents thought that the website was a useful tool, but that it needed further development to produce meaningful data.  Other named sources included the OFSTED PANDA reports and other Local Education Authority papers when they were available.

78% agreed that benchmarking was useful.  Only 21 of the 282 responses to this question disagreed with the statement.  Comments in support of benchmarking included “usefulness would be much improved with standardisation of income and expenditure headings”, (head teacher) and “The LEA encourages schools to use this data as an analytical tool, allowing comparisons against schools with similar characteristics…it has to be recognised that unless there is a high degree of consistency in the way in which schools account for their income and expenditure, some like schools may display very different results” (LEA).

Only 8% disagreed that financial benchmarking could improve financial management.  It was noted that schools would need supporting context data to enhance the value of raw statistical data.  Respondents largely felt that financial benchmarking could prompt head teachers and school governors to analyse their current spending patterns and make some best value judgements as an essential part of self-improvement.

Bureaucracy

Over half of all respondents agreed that Consistent Financial Reporting could save time at school, LEA and national levels.  Examples of how time could be saved included:

· Quality and user friendliness of any changes to software

· Elimination of any statutory accounts for LEAs (section 52)

· Not producing financial returns for OFSTED inspections.

Respondents said that resources could be stretched at implementation time, but that there were long term benefits to be gained from the initiative.

Over 80% supported the use of annual reporting to central government, especially if it would avoid duplicating information for different users.

Accountability

Overall, it was agreed that there was a need to improve accountability at all levels.  

Some argued that effective methods to ensure accountability were already in place, but acknowledged that figures and statistics presented in a more accessible way would aid in understanding of financial matters and therefore improve accountability.

Information is already provided by schools on a regular basis to a handful of education bodies.  Over half of the respondents provide information at least half termly to governors.  LEAs receive information slightly less often, with 53% receiving information quarterly or more frequently.  OFSTED and DfES receive information mostly upon request, while parental reports are provided annually in 70% of cases.  Other requests for financial information came from School Teams, Auditors, the Audit Commission and DTLR.

Practicalities

Nearly seven in ten respondents agreed that their current coding structure could be easily summarised to the headings proposed in the consultation.  As more guidance is provided about the headings, we anticipate greater understanding of the types of expenditure that fall within each.

The main barriers to successful implementation of the Consistent Financial Reporting requirements included, in priority order: Time; Information and Communications Technology; Current Coding Structure; and Staff.

The implications of introducing a new system with new software left respondents keen to know when everything was going to happen.  In general April 2002 was considered to be a very tight timescale for changes to software.  Since printing the consultation document, Ministers have decided to delay the introduction of software changes until October 2002.  Further information about software suppliers and proposed changes will be available in the winter.

In order to support implementation, DfES will provide guidance, training sessions for LEA staff, and a national support line will be introduced to meet the requests of respondents.  We are looking at the scope for simplifying other statutory returns and will provide software specifications and a sophisticated data collection platform.

A majority of respondents agreed that their LEA was a good resource and could provide assistance in preparing financial reports.  This is encouraging because Consistent Financial Reporting will require schools, LEAs and DfES each to play a role in the process.

Only 74 of the 184 responses agreed that LEA systems would allow easy implementation of Consistent Financial Reporting.  However, a following 60 indicated that they were unsure, as the consultation document did not fully discuss what the LEA’s responsibilities would be and what changes would need to be made.   The User Specification is now available on the Department’s Value for Money website and this provides a clearer picture of the information process.

Scope

Respondents were overwhelmingly in favour of having one framework to be applied to all maintained schools.  School type will therefore be available as context data on the benchmarking website.  Schools that fall into the categories above will be able to select similar schools allowing them to compare like with like.

Framework

Responses to the table asking about the usefulness of the proposed framework for benchmarking, and how easy the items are to provide, are shown below.

	INCOME

	
	
	Useful to benchmark
	Easy to provide

	I01
	Balance at start of year
	70%
	86%

	I02
	Core budget
	81%
	86%

	I03
	SEN funding
	76%
	71%

	I04
	Funding for minority ethnic pupils
	55%
	57%

	I05
	Standards Fund
	76%
	80%

	I06
	Other grants
	67%
	68%

	I07
	Income from facilities and services
	64%
	69%

	I08


	Teacher absence insurance payments
	56%
	64%

	I09
	Income from catering
	50%
	58%

	I10


	Income from contributions to visits etc
	47%
	60%

	I11
	Donations and/or private funds
	55%
	65%

	
	
	
	

	
	
	
	

	EXPENDITURE

	
	
	Useful to benchmark
	Easy to provide

	E01
	 Teaching Staff
	84%
	88%

	E02
	 Supply Staff
	81%
	85%

	E03
	 Education support staff
	83%
	85%

	E04
	 Premises staff
	81%
	82%

	E05
	 Administrative and Clerical staff
	83%
	86%

	E06
	 Catering Staff
	55%
	57%

	E07
	 Cost of other staff
	69%
	74%

	E08
	 Indirect employee expenses
	65%
	68%

	E09
	 Staff development and training
	80%
	72%

	E10


	 Building and grounds
 maintenance and improvement
	77%
	83%

	E11
	 Cleaning and caretaking
	77%
	81%

	E12
	 Water and sewage
	77%
	84%

	E13
	 Energy
	80%
	83%

	E14
	 Rates and Rents
	67%
	79%

	E15
	 Other occupation costs
	63%
	65%

	E16
	 Learning resources
	74%
	69%

	E17
	 Educational visits
	57%
	65%

	E18
	 Exam fees
	59%
	65%

	E19
	 Catering supplies
	48%
	51%

	E20
	 Bought in professional services
	69%
	73%

	E21 
	 Administrative supplies
	69%
	69%

	E22
	 Special facilities
	46%
	48%

	E23
	 End of year balance
	74%
	80%

	
	
	
	

	
	
	
	

	CAPITAL INCOME

	
	
	Useful to benchmark
	Easy to provide

	CI01
	Capital balance at start of year
	62%
	68%

	CI02
	Devolved capital
	66%
	72%

	CI03
	Other capital 
	62%
	62%

	
	
	
	

	
	
	
	

	CAPITAL EXPENDITURE

	
	
	Useful to benchmark
	Easy to provide

	CE01


	Information and Communications
Technology
	69%
	60%

	CE02  
	Other capital
	61%
	60%

	CE03
	End of Year capital balance
	60%
	64%


On the three separate questions about insurance, catering, and grounds and building maintenance, a large majority of responses where in favour of separating out the costs and ensuring that income and expenditure were not netted off.  As a result the Consistent Financial Reporting framework has grown.

Conclusion

The Department is very grateful to all individuals and organisations that took time to respond to the consultation exercise.  The feedback received has helped us to devise a framework that more effectively meets the needs of different users, and one that takes better account of what happens in schools and Local Education Authorities.  We are also grateful to staff in schools and LEAs who contributed to additional consultative events about the initiative.

Ministers believe that a comprehensive benchmarking tool will help schools continue to deliver real value for money from better use of education resources.  We hope that, once the full benchmarking facility comes on stream after the first set of data has been collected for 2002-3, the real benefits of Consistent Financial Reporting will be clear.  In the interim period, before we collect the first return, schools and LEAs may like to provide financial data to the Audit Commission so that their School Financial Comparisons website will develop as an even more effective benchmarking resource.  If you wish to do so, please contact the Audit Commission at the website address: www.schools.audit-commission.gov.uk.
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