SCHOOLS FORUM

March 2019
Ending of the School Loans Scheme – Maintained Schools Only
	Lead Officer
	Richard Morgan

	Contact details
	Richard_morgan@bathnes.gov.uk  tel 01225 395220

	Forum asked to decide / steer / be informed
	Be informed

	Time Needed
	5 mins


Introduction
Within the Scheme for Financing Schools a section on Loan facilities explains how the current scheme allows maintained schools to enter into loan arrangements. See appendix 1 for details of the scheme. As the number of schools and therefore balances remaining in the LA has reduced as schools convert to academies the scheme is no longer viable.
Recommendation
Forum is informed of the closure of the scheme to new applications
T
Report
The school Loans scheme exists by utilising the balances of schools to allow other schools to borrow for capital projects. The details of the scheme is shown in the appendix to this report. 

In order to avoid the risk of schools drawing their reserves a maximum of 40% of schools balances collectively would be allowed to be loaned to other schools. In practice only a few school took advantage of the scheme.

After the next payment (due on 1st April 2019) only 5 loans will be in existence and all will be in academy schools that have the repayments recorded in the commercial transfer agreement (CTA) when the school converted to an academy.

Additionally as there will be only 14 schools maintained by the LA (when current batch of schools converts in June 2019) and a few will be carrying deficits and so the overall the balance will be close to zero. Therefore it has been decided to close the loan scheme to new applications.
The five outstanding loans will be allowed to be paid off in line with their planned completion.










Appendix 1

4.10 Loan schemes

The LA shall provide a loan arrangement for schools, which operates by way of the LA purchasing an item on behalf of a particular school, with an arrangement whereby a corresponding sum is repaid from the school’s budget share over an agreed number of years.

Where a school wishes to avail themselves of the loan facility, the prior agreement of the Director of Children’s Services on the recommendation of the Children’s Service Finance Manager will be required. Loans will only be available for items treated as capital as defined by the LA, and will be for periods of between 3 and 5 years. 

Interest on all loans will be based on the average Bank Base Rate for the year (calculated from 1st March to 28th February each year). Loan 

repayments will be due on 1st April each year following the year in which the loan was made. (Late payment may result in late payment interest). The first interest payment will be calculated on the number of days the money is borrowed as a % of 365 days, multiplied by the relevant rate of interest.

Schools will not be permitted to apply for loans, which in total exceed 1% of their Formula Budget Share plus Schools Standards Grant (SSG) NOT SSG (P) for each year over which they would be repaying the Loan. Ie Up to 5%. The loan will be made directly to the school on a date specified by the school and the school will incur the expenditure. The LA will recover the principal in equal lump sums over the period of the loan with the interest charged on the reducing balance at the relevant rate of interest.

It should be noted that all equipment purchased using a School Loan belongs to the school and they are free to dispose or upgrade the equipment without reference to the Council, provided that they meet their obligations under the loan.

In the event that a school wishes to terminate the loan early then the interest due will be calculated up to the agreed repayment date and must be paid in full together with the principal amount outstanding at that time. Schools may also make additional principal payments should they wish to and will incur interest on the outstanding balance.

The maximum proportion of the collective schools’ balances held by the LA to fund loans and licensed deficit arrangements under section 4.9 and 4.10 (taken together) will be 40%.
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