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1.
Purpose of the Report
1.1
To consider the outcomes of the informal consultation with head teachers and governors on a series of principles and processes which may be used to clawback excessive unspent balances from schools.
2.
Proposals
2.1    The consultation document “Review of school balances & proposed clawback arrangements” requested schools views on 20 proposals summarised in appendix A, falling under three main headings:

-
The level of normal balances

-
The range of exceptional items


-
Clawback mechanisms

3.
Responses
3.1
There has been a strong response to this informal consultation. By the end of business on 5th September, responses had been received from 190 respondents (39% of schools) which exceeds the average response rate to consultations (19%) by 20%.  Analysis of the responses to the proposals across school sectors are set out in Appendix B.

3.2
A summary of the range of comments and views in response to the consultation are set out in Appendix C.  A detailed list of comments are available from the report author.

3.3
The following sections of the report sets out the summary of responses from schools across the three main headings.

4.
Responses relating to normal maximum level of balances
4.1
Overall, there was a strong rejection of the DfES view that the balance should be restricted to 5% of school budget share for secondary schools and 8% in primary/middle schools.  Respondents who disagreed with the DfES view accounted for approximately 63%.   However, out of the Special schools respondents (63%) preferred the DfES proposal to the HCC proposal.
4.2.
The majority of respondents (57%) preferred Hertfordshire County Council’s suggestion that the normal maximum level of the school’s balance should be limited to 5% of the school budget share plus 5% of the School Standards Grant plus £20,000. This increased to 61%  amongst secondary school heads and governors. A sizeable minority, 41%, of respondents rejected HCC’s view. The supporting comments indicate that this is because those schools are opposed to the imposition of clawbacks and have therefore not supported either the DfES or HCC approach. 
4.3
31% of all respondents disagreed with either proposal for the calculation of claw back arrangements. Many of these made alternative proposals for the calculation of normal balances, which are summarised below;

	Number of respondents
	Alternative calculation proposed.

	1
	8% SBS + 8% of SSG + £20K + capital under spend

	1
	8% SBS + 8% SSG for all secondary

	4
	£20 K should be indexed linked, annual review or fixed annual increase.

	1
	10% of SBS for all schools ignore SSG

	1
	10% SBS  + 5% SSG + £20K

	5
	10%   

	1
	20% 

	1
	10% + £20K



The following chart analyses the responses according to the level of school balances (as a percentage of SBS) held by those schools as at 31 March 2006.
Should balances be limited to 5% of the SBS plus 5% of
the School Standards Grant plus £20,000? (Q2)
	Balance @ 31.03.06
	Agree


	Disagree
	No  opinion

	
	%
	No
	%
	No
	%
	No

	Under 15% of SBS
	62%
	83
	37%
	49
	1%
	1

	Over 15%

 Of SBS


	42%
	22
	54%
	29
	4%
	2



Clearly there was a level of corollation between the level of balances held and the response to the proposal.

5.
Exceptional Items

These proposals covered the exceptional items that should be considered in determining the level of balances to be clawed back.  The following paragraphs outline the respondents view of proposed exceptional items.

5.1
Errors


There was overwhelming support for the correction of errors in previous year’s accounts before the application of clawback arrangements (95%).
5.2
Unspent Standards Funds grants at 31st March.

There was also strong agreement to allow schools to declare an amount of unspent Standards Funds grants as at 31st March each year and exclude such balances from the clawback arrangements.

5.3
School Development Grant

The question of whether the school development grant should be included in the calculation of the normal maximum balance was not supported by schools. Whilst, overall, 50% disagreed with this proposal and 37% were in agreement, amongst secondary schools this was almost equally split (43% rejected, 45% agreed).  Given that the School Development Grant may eventually be part of the Dedicated Schools Grant, and therefore school budget shares, a formulaic approach to this proposal may be more appropriate.
5.4
Standards Funds allocations 


There was overwhelming support (85%) for the proposal that standards funds allocations made in the last three months of the financial year should be an automatic exceptional item.
5.5
Funds for Major planned projects

Respondents agreed that schools  should be able  to accumulate larger balances than the normal maximum for the purposes of a major planned project. 96% of respondents agreed with this proposal.
5.6
Acceptable projects

There was strong support for the view that projects must be for the benefit of current and/or future pupils with 96% of respondents in agreement.
5.7
Stipulation of time limits for planned projects

There was clear support for the view that that a time period should be set for planned projects to prevent the indefinite carry forward of funds (79%) However several respondents raised concerns about what time limit should be set.  Some suggestions were for 3- 5 years whilst many reported experiences of building projects which took over six years.  Building projects were mentioned several times with respondents raising concerns that factors outside of the control of the school often extended the project times involved.  However, given that these proposals relate to revenue balances, earmarking of such balances for capital schemes should avoid this difficultly.
5.8
Carry forward of balances from income generation 


Respondents (88%) agreed that schools should have greater freedom to carry forward balances generated from their own income generation activities.  Whilst it was considered that this would be essential to maintain voluntary support, one respondent felt that this disproportionately affected schools in deprived areas where they were not able to generate private income.
5.9
Other comments 


Another common theme related to the sensitivity of clawback arrangements to the specific circumstances of schools. Older premises were subject to greater repairs and maintenance costs. Some planned maintenance can be significant e.g. tree surgery for schools with large areas of trees on site. Many commented that greater contingencies were need to deal with these and other school specific issues.  There needs to be a balance struck between the transparency and simplicity of the clawback mechanism and its sensitivity to the varied circumstances of the community of schools.
6.
Claw back of Excess Balances
6.1
Deduction of excess balance from School budget share

There was a strong rejection of the proposal to deduct excess balances (77%) in one instalment from a school’s budget share with the majority (65%) preferring a percentage claw back of any excess balance in any year. A small majority of respondents felt that the setting of the percentage was a role for the Schools Forum (55%).
6.2
Use of clawed back funds

There was a general agreement that funds should be used for the implementation of capital projects with 60% in agreement with this option. However several respondents commented that this was a way of using money provided for the education of children for the funding of capital. The use of a formulaic redistribution method was rejected with 59% of responses regarding this as inappropriate.
6.3
Comments

6.3.1
Many respondents were concerned that claw back schemes would remove the contingency buffers that are built up for localised reasons e.g. moving pupil numbers, repairs and maintenance.
6.3.2
Concerns were expressed that schools may be encouraged to spend money inappropriately instead of using long term planning. Several respondents commented that the pattern of balances should be looked at over 2-3 years, supported by the finance plan.
6.3.3.
There were concerns that the time scale for the implementation of any clawback mechanism would be too short to allow schools to adjust. Comments ranged from 2 to 5 years before such a mechanism was introduced. Concerns were raised that without careful implementation, the introduction of a clawback mechanism could result in unplanned spending.
6.3.4
Comments were also noted on the implication of the proposals for Voluntary Aided schools (VA).  A number of VA schools commented that the introduction of clawbacks would make it difficult for them to provide their 10% contribution for capital projects. Many VA schools do use their revenue budgets for this purpose.
6.3.5
Furthermore, we noted comments from VA schools that it may be questionable to apply funds clawed back from VA schools to capital projects in other schools. This is because the responsibilities for funding capital are different in VA schools compared to community and foundations schools. We will investigate the scope, within the rules of the Dedicated Schools Grant, to establish a separate capital fund for VA schools.

7.
Conclusions
7.1
Whilst in general, the preferred option of respondents was HCC’s proposal, many concerns have been raised about the operation of clawback mechanisms. Clear consensus can be seen on many of the proposals, but we would welcome further feedback from the Forum a number of areas.  In particular, the inclusion of the School Development Grant in the calculation of the normal balance and the concerns raised on the time limits for projects.
7.2
We still await the publication of the DfES proposals on clawback of balances, but anticipate that these will be received in sufficient time to incorporate within the formal consultation with schools later in this term.
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