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School Government
GOV12
SCHOOLS FORMING COMPANIES: POINTS OF LAW
Maintained schools governing bodies have been statutory corporations for some time. This is re-stated in s19 of the Education Act 2002. The School Companies Regulations became effective in January 2003.

The Act and Regulations give governing bodies the power to form or participate in forming new companies, (ss11 and 12). The power is given to any s11 company whose members include the governing body of a maintained school, unless the purpose of the company is to facilitate a PFI agreement.

School companies must be made up of members who are school governing bodies, local authorities, independent school proprietors, education companies or further or higher education institutions. A list in Schedule 1 specifies who cannot be members of a school company, which includes persons employed by the governing body of a maintained school or a LA.

The Regulations restrict the following:

· dealings between the company and its directors;

· the remuneration of directors;

· allocation of surplus or profit;

· borrowing;

· funding by the school; and

· the continuation in a school company of a school whose delegated budget has been suspended.

All school companies will have a LA as a 'supervising authority', which can direct a school company to modify its behaviour.

There are separate but similar rules for school companies involved in PFI initiatives.

Powers and Duties

They can invest in existing companies, which are in the education business, and in particular school business.

A company once formed must provide services to their own school and/or other schools, or take on some relevant function of a LA.

The school must first get the consent of the LA and must be schools with delegated budgets (under Part 2 of the School Standards and Framework Act 1998 (SSFA)).

The LA's power to refuse consent may also be limited by future regulation. (s12)
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