Appendix 9
Schools’ Capital Expenditure Scheme

1. Background

It is recognised that in the overall course of a school maintaining its facilities, a
considerable burden is often placed upon its resources when it needs to purchase costly
items of capital equipment.

To ease this burden, the LA has established a Capital Expenditure Scheme that will
enable these purchases to be made by the LA on behalf of the school. As a condition
of a school receiving the benefit of expenditure that it could not have financed from
its own resources:

» The school must demonstrate it anticipates no financial difficulties in repaying the
expenditure over the specified period, and

» The school also agrees to pay interest on the expenditure at a specified rate.

2. Terms and Conditions of Capital Expenditure Scheme

2.1. All schools with delegated budgets are eligible to apply.

2.2. Applications must be submitted to Corporate Capital Team on the specified
application form.

2.3. The following categories of expenditure are eligible under the scheme:

* Provision of IT equipment

« Building Maintenance or Improvement Projects to school properties
» School security projects

* Purchase of school mini-buses

» Other items specially agreed by Corporate Capital Team.

2.4.  Aschool must demonstrate it is unable to fund the capital purchase from within
its present resources.

2.5. Interest will be charged on the actual amount of the capital expenditure.
Interest will be calculated using the Local Authority Internal Finance House
Rate (LAIFHR) prevailing at the date the expenditure is complete. Interest will
be calculated on a reducing balance basis and apportioned equally to
instalments.
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Appendix 9
The total interest payable by the school will be fixed, subject to paragraph 3.2
below.

If the application is approved, a school should proceed to order the equipment.
When an invoice is received if it’s within your school’s imprest level, please
process this in the normal way but using the capital project code ECAPCE. If
the invoice is above your school’s imprest level, the Headteacher must request
in writing to the Finance Systems Team
(finance.systems@educatorsolutions.org.uk) a temporary increase to cover the
payment. This must be done 10 days in advance of paying the invoice to allow
for the funds to credit the schools bank account and prevent any charges being
incurred. Please note, as this is a temporary increase, once the invoices have
been included as part of your period end return, your imprest level will be
reduced down to the previous level. These steps will need to be replicated if
a further increase to your imprest level is required in future months. Invoices
will still need to be processed within the supplier’s normal terms for payment.
A copy of the paid invoice must then be sent to Neil Leeds
(neil.leeds@norfolk.gov.uk ).

The period over which the school agrees to repay the expenditure must be
specified and this must be over a specific number of years. The maximum
repayment period is 10 annual instalments, subject to the estimated useful life
of the asset not being exceeded.

Expenditure incurred is to be repaid in equal instalments over the agreed
number of instalments. The first ‘repayment’ will be taken within the same
accounting period that the final supplier’s invoice is received for payment.
Annual repayments should be budgeted for within a school’s spending plan.

The interest applied to repayments will be that which is in place at the time
repayments begin

Interest will be charged to a school’s main EB budget by way of Journal
Transfer initiated by Corporate Capital Team. Interest charges should be
budgeted for within a school’s spending plan.

The Financial Procedures laid down within Norfolk’s Scheme for Financing
Schools must be followed for all proposed purchases.

Schools will be notified of the decision within 10 working days of receipt of
the application. In the case of dispute, the decision of the Finance and Business
Services Manager will be final.
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3. Restrictions

3.1. LA schools are no longer allowed to enter into operating lease arrangements
except in exceptional circumstances authorised by the Finance and Business Partner
(Children’s Services).

3.2. The full amount of interest calculated will be charged to the school over the
repayment period unless it is in a position to make early repayments. Early
repayments can only be made at the start of a financial year when a school is
setting its budget. Where a school does make early repayments, interest will
be re-calculated on a daily basis.

3.3. Repayments may only be made from other capital sources to either: a.) repay the
loan in full
b.) reduce the amount borrowed before repayments begin.

3.4. School’s will make annual repayments from revenue. However once taken they
may, if they wish, amend their annual repayment to come from Devolved
Formula Capital, if funds allow.

Further information can be obtained from Neil Leeds (01603) 222434,
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