Capital Funding in Aided Schools

School & Local Authority (LA) Responsibilities
Responsibility for work to VA school premises is shared between the school’s governing body and the local authority (LA).  The principles we apply to split this responsibility are as follows:

Capital work 

VA school governing bodies are liable for:

· the existing buildings (internal and external), including those buildings previously known as ‘excepted’ (kitchens, dining areas, medical/dental rooms, swimming pools, caretakers’ dwelling houses)


· perimeter walls and fences, even if they are around the playing fields


· playgrounds


· furniture, fixtures and fittings – including Information and Communication Technology (ICT) equipment, but not software. 


· other capital items (which can include capital work to boilers or other services)

LAs are liable for:

· playing fields


· buildings on those fields and related to their use

What do we mean by ‘capital’ and ‘revenue’ work?
Revenue work

All revenue work to the premises is LA liability, but the funding is normally delegated to schools.  There is no statutory governing body contribution to revenue work. 

Capital expenditure

We use the broad definitions provided by the Chartered Institute of Public Finance and Accountancy (CIPFA) in their Code of Practice on Local Authority Accounting in Great Britain.  For VA schools this is defined as:

(a)
the acquisition, reclamation, enhancement or laying out of any land;

(b) the acquisition, construction, preparation, enhancement, replacement or demolition of any building or part of a building (including any fixtures and fittings affixed to a building), wall, fence or other structure, or any playground or other hard-standing;

(c) the acquisition, installation or replacement of any movable or immovable, plant, machinery, apparatus or furniture;

used or intended to be used for the purposes of the school.

“enhancement”, in relation to any asset, means the carrying out of works which are intended:

(a)
to lengthen substantially the useful life of the asset; or

(b)
to increase substantially the open market value of the asset; or

(c)
to increase substantially the extent to which the asset can or will 

be used for the purposes of or in connection with the school

concerned.

11.
The examples below are intended to provide guidance on how to decide what might be regarded as revenue (paid for from revenue budgets) and capital expenditure (which can be met from either capital grant or delegated revenue budgets).

Localised repairs to a roof (patching or mending) should usually be met from revenue funds, because this would be regarded as normal repair and maintenance work.  If the whole roof, or a substantial part of a large roof, needs to be replaced, then this could reasonably be regarded as a capital item.

Small repairs to playgrounds (filling individual potholes etc.) should usually be met from revenue funds, because this would be regarded as normal repair and maintenance work.  If the whole of the playground needs to be resurfaced, then this might reasonably be regarded as a capital item.

A boiler has unexpectedly broken down, and requires a new part which will cost £1,800.  This could have been regarded as either revenue (because it is repair and maintenance) or capital.  The cost, however, dictates that it must be revenue because it is below the ‘de minimis’ threshold of £2,000.

Replacing a few damaged chairs or desks would be regarded as a revenue cost because it is normal wear and tear.  If, however, as part of a refurbishment of a whole classroom, all of the furniture is to be replaced then it can be included as part of the capital project. 

‘De minimis’ level

There is a threshold below which any expenditure is not considered to be capital and should not be met from capital budgets.  For all VA schools this is £2,000.

How much capital grant can be claimed?

The standard rate of grant is 90%.  This means that, for work which is the governing body’s liability and which (for example) costs £5,000, you can claim grant of £4,500. LAs have the power to help a VA school governing body with their statutory 10% contribution.  

You cannot use your devolved formula capital to meet your 10% contribution.
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