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REVIEW OF LIABILITIES AND FUNDING ARRANGEMENTS AT VA SCHOOLS

UPDATE – NOVEMBER 2001

Background

1.
This document provides a 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 all subject to approval through the appropriate Parliamentary processes (see item 22).

Consultation

2.
The formal consultation period has now ended.  We received 127 responses, with overwhelming support - 91% - for the package of changes.  Some concerns were expressed about the financial impact.  This is addressed at items 13 - 14 of this report.

3.
In addition to comments on the specific proposals, we received many other suggestions for improvements.  We will consider all of those which we received, with a view to implementing them if at all possible (and as soon as possible).  If we think that we cannot implement them, we will provide feedback to the authors, and we will aim to do this by the end of March 2002.

The policy on liabilities

4.
The fundamental principle behind the proposals is that, as far as possible, there should be a clear, simple division of the school premises for deciding premises liabilities. The practical implications of this policy can be summarised as follows: VA governing bodies should be liable for capital work to the school buildings and playground, and LEAs liable for capital work to playing fields and their associated buildings.  All revenue work would be LEA liability.

5.
The details relating to this policy are as follows:

Capital work 

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.

LEAs will be liable for:

playing fields;

buildings on those fields and related to their use.

6.
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.

7.
Another specific ownership issue relates to caretakers’ dwelling houses.  If the LEA owns them, the VA governing body will be responsible for any capital work to those houses.  To protect any such investment (in the event of the house being sold at some future point), the school will need to notify the LEA of any related capital expenditure.  If the house was to be sold, 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.

8.
Teachers’ dwelling houses will remain, as now, the liability of the trustees (not the VA governing body or the LEA).

Revenue work

9.
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

10.
The standard rate of grant support to VA school governing bodies from the Department will increase to 90%.

11.
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.  See item 20 for the arrangements on surveying excepted buildings.

12.
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.

Financial impact

13.
Our initial assessment of the financial impact of the reforms suggested that it would be cost neutral, even on the current 85% rate of grant support.  Some concerns were raised in the consultation process that this view might simply reflect past levels of under-investment.  We have, therefore, revised our assessment to reflect the higher baselines already planned, and their likely impact on the volume and mix of projects being supported.  

14.
This assessment shows that the changes remain better than cost neutral to the VA sector when the increased standard rate of grant support is taken into account. The position is further improved by the provision to pay grant at 100% for any condition backlog in relation to excepted buildings, and in exceptional circumstances.

Other changes

15.
We will introduce three other significant improvements:

· grant can 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;

· 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.

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

Transitional arrangements

16.
These will be very much as outlined in the consultation document, and are broadly as follows:

· Formula Repair – will end, but any unclaimed allocations will be added to the school’s NDS Devolved Formula Capital allocation;

· 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);

· ‘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;

· 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.

Funding for additional LEA revenue costs

17.
The transfer, to LEAs, of liability for all revenue costs will require an adjustment to funding levels.  This will be done by a transfer of those funds which would have been paid as Formula Repair grant to VA governing bodies; we estimate that, in a typical year, this would be £18 million.  This total will be allocated to LEAs in 2002-03 in similar ratios as would have been paid to VA schools in their area.  It will be paid as capital grant, through the Standards Fund, thus allowing Local Education Authorities to free up other revenue funds.  This should enable Fair Funding budgets to be allocated on the same basis as other categories of maintained schools.

18.
We consider that this will be the most effective way of targeting funding fairly and proportionately.  It will be a temporary arrangement for the first year, until account can be taken of the revised arrangements during the next Spending Review for 2003-04 onwards.

19.
Previously, some LEAs may not have made adjustments to Fair Funding budgets for VA schools. Those LEAs will, however, still receive their proportionate Standards Fund payment.

Condition surveys of Excepted Buildings
20.
We have invited tenders for the pilot stage; this will involve surveys of a sample of 150 schools, undertaken by an independent contractor engaged by the Department.  This pilot stage will be carried out to test the specification, before it is made available to all VA schools.  Each school will then be in a position to engage its own surveyors, and funding will be made available for the associated fees.

Insurance

21.
There are likely to be implications for premises insurance arrangements.  The Department has begun a review of the insurance arrangements for all maintained schools, and we are looking at the potential immediate effects on VA schools.

Further updates

22.
The legislation to implement the reforms is being introduced through the Regulatory Reform Act 2001.  The associated draft Order was laid on 20 November, but we will not know for certain until March 2002 that the Parliamentary Scrutiny Committee has agreed the Order.  We cannot implement any changes until we have Parliamentary agreement.  We will, therefore, need to plan for the possibility that agreement will not be obtained before 1 April 2002.  This could, for example, mean that the changes could not be put in place before April 2003.  We should receive an interim report from the first stage of scrutiny early in 2002, and will provide a further update at that stage.

23.
We also cannot begin formal training until we have Parliamentary approval, although we shall be making appropriate preparations to provide training to key stakeholders.  We will be in touch further in due course but, in the meantime, we would welcome the opportunity to support any event which other stakeholders might organise.

Further information

24.
If you would like any more information, please contact the project team in the Department by:

telephone
01325 391264

e-mail

va.liabilities@dfes.gsi.gov.uk

post

VA Liabilities team



2nd Floor, Vincent House



Mowden Hall



Darlington



Co Durham
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